Court of Appeal File No.: C56991
Court File No.: 05-CV-287556CP

COURT OF APPEAL FOR ONTARIO
BETWEEN:
DAVID KIDD, ALEXANDER HARVEY,

JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIE NUSPL,
SUSAN HENDERSON and LIN YEOMANS

Plaintiffs
(Respondents)
~-and -
THE CANADA LIFE ASSURANCE COMPANY,
A.P. SYMONS, D. ALLEN LONEY and JAMES R. GRANT
Defendants
(Appellant)
EXHIBIT BOOK
VOLUME I OF 11X
May 24, 2013 BLAKE, CASSELS & GRAYDON LLP
Barristers & Solicitors
199 Bay Street

Suite 4000, Commerce Court West
Toronto, ON MS5L 1A9

Jeff Galway (LSUC #28423P)
Tel:  (416) 863-3859
Fax: (416) 863-2653

Lawyers for the Defendant (Appellant),
The Canada Life Assurance Company



TO: KOSKIE MINSKY LLP
Barristers and Solicitors
20 Queen Street West
Suite 900
P.O. Box 52
Toronto, ON MS5H 3R3

Mark Zigler (LSUC #19757B)

Clio M. Gedkewitsch (LSUC #45412G)
Anthony Guindon (LSUC #53995T)
Tel:  (416) 595-2090

Fax: (416)997-3316

HARRISON PENSA LLP
450 Talbot Street, P.O. Box 3237
London, ON N6A 4K3

David B. Williams (LSUC #21482V)
Jonathan Foreman (LSUC #45087H)
Tel:  (519) 679-9660

Fax: (519) 667-3362

Lawyers for the Plaintiffs (Respondents) David Kidd, Alexander Harvey, Jean Paul
Marentette, Susan Henderson and Lin Yeomans

AND TO: SACK GOLDBLATT MITCHELL LLP
20 Dundas Street West
Suite 1100, Box 180
Toronto, ON M5G 2GS

Darrell Brown
Tel: (416) 979-4050
Fax: (416)591-7333

Lawyers for the Plaintiffs (Respondents) Garry C. Yip and Louie Nuspl



3.

AND TO: HICKS MORLEY HAMILTON STEWART STORIE LLP
Toronto-Dominion Tower, 30" Floor
Box 371, TD Centre
Toronto, Ontario M5K 1K8

John C. Field
Tel:  (416) 964-7301
Fax: (416)362-9680

Lawyers for the Defendants (Respondents) A.P. Symons, D. Allen Loney, and James
R. Grant



Court of Appeal File No.: C56991
Court File No.: 05-CV-287556CP

COURT OF APPEAL FOR ONTARIO

BETWEEN:

DAVID KIDD, ALEXANDER HARVEY,
JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIE NUSPL,
SUSAN HENDERSON and LIN YEOMANS

Plaintiffs
(Respondents)
- and -
THE CANADA LIFE ASSURANCE COMPANY,
A.P. SYMONS, D. ALLEN LONEY and JAMES R. GRANT
Defendants
(Appellant)
Proceeding under the Class Proceedings Act, 1992
INDEX
Tab | Exhibit | Description Page No.
VOLUME I OF 111
1. Affidavit of Jonathan Foreman sworn March 8, 2013 1-12
A Affidavit of Jonathan Foreman sworn January 5, 2012 13-32
(excluding exhibits)
B Motion Record of the Plaintiffs dated September 20, 2012, for | 33-183
motion returnable September 27, 2012
C Endorsement of Justice Perell, dated September 27, 2012 184-185
D Amendment # 2 to the Surplus Sharing Agreement 186-196
E Notices to Class Members, dated February 2013 197-211
F Correspondence with objecting individuals 212-227




Tab | Exhibit | Description Page No.
VOLUME II OF I
2. Affidavit of Marcus Robertson sworn March 8, 2013 228-236
A Affidavit of Marcus Robertson sworn September 20, 2012 237-254
B Report on the Actuarial Valuation for Funding Purposes as at | 255-317
December 31, 2008, dated September 2009
C Report on the Estimated Financial Position of the Portion of | 318-339
the Plan Affected by the 2005 Partial Plan Wind Up, dated
March 21, 2012
D Letter from Mercer to Canada Life, dated October 9, 2012 340-349
E Report on the Actuarial Valuation for Funding Purposes as at | 350-411
December 31, 2011, dated September 2012
F Report on the Transfer of the Liabilities of the Remaining | 412-428
Portion of the 2005 Partial Windup to the Ongoing Portion of
the Plan, dated October 11, 2012
VOLUME 1II OF III
3. Affidavit of Alexander Harvey sworn March 7, 2013 429-431
A Affidavit of David Kidd sworn January 4, 2012 (excluding | 432-454
exhibits)
4. Affidavit of Anthony Guindon sworn March 12, 2013 455-457
A-K Copies of written objections received by Class Counsel 458-509
L Information sheets 510-521
M Email from the CLPENS Executive Committee, dated March | 522-526
12,2013
5. Email from Susan Marles, dated March 12, 2013 527
6. Email from Mary-Anne Matthews, dated March 14, 2013 528




Tab | Exhibit | Description Page No.

7. Supplementary documentation prepared by Dan Anderson, | 529-553
dated March 18, 2013

8. Exhibit “S” to affidavit of David Kidd sworn January 4, 2012 554-622

Note: David Kidd’s affidavit sworn January 4, 2012 (the
“Kidd Affidavit”), excluding exhibits, was attached as Exhibit
A to the Affidavit of Alexander Harvey sworn March 7, 2013,
which was before Perell J. on the motion below returnable on
March 28, 2013 (see above). However, Perell J. also had the
Kidd Affidavit before him, with exhibits, at the motion
returnable on January 27, 2012 to approve the original
settlement.




Court File No.05-CV-287556CP
ONTARIO
SUPERIOR COURT OF JUSTICE
BETWEEN:
DAVID KIDD, ALEXANDER HARVEY,

JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIE NUSPL, SUSAN HENDERSON
and LiN YEOMANS

Plaintiffs
— and —
THE CANADA LIFE ASSURANCE COMPANY,
AP. SYMONS, D. ALLEN LONEY and JAMES R. GRANT
Defendants

Proceading under the Class FProgeedings Acl, 1992

AFFIDAVIT OF JONATHAN FOREMAN

I, JONATHAN FOREMAN, of the City of London, in the Province of Ontario, make oath and
say:

1. I am a patiner at Harrison Pensa LLP, one of the law firms appointed as Class Counsel,
and as such | have knowledge of the matters to which | hereinafter deposs, except where the
facts stated are based on i_nfom')ation and belief, in which case | have stated the source of the
information and | believe such facts to be true.

2. | repeat and rely in full on the contents of an earller affidavit swom by me on January 5,
2012 in support of the Surplus Sharing Agreement ("SSA™), Attached to this affidavit at Exhibit
“A” Is a true copy of my affidavit sworn January 5, 2012, excluding the exhibits thereto.

3. I also rely on the afﬁdavit material filed by the plainiiffs in support of a motion scheduled
for September 27, 2012 seeking certain declaratory relief and an order reguiring the parties to

attend at mediation, a frue copy of which is attached to this affidavit at Exhibit “B.”
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4, My sffidavit of January 8, 2012 contains a thorough description of the history of this
litigation and the circumsiances sumpunding the conclusion of the SSA, which was approved by

this Honourable Court on January 27, 2012,

5. At the time the 8SA was agreed upon, the estimated surplus available for distribution as

of June 30, 2011 was $64.3 million, broken down as follows:

Integration PWU $54 million
Pslican PWU $2.9 million
Indago PWU $1.3 millien
Adason PWU . §6.1 mitlion
Total $64.3 million

Waterial Developmants Following Settlement Approval

8. On or about February 23, 2012, less than one month after the Court granted judgment in
accordance with the SSA, legal counsel to Canada Life provided to Class Counsel a
memorandum reflecting updated information on the astimated actuarial surplus available for
distribution under the sefflement,

7. The memoarandum contained unwelcome news. Class Counsel, the Representative
Plaintiffs and the Executive Committes of Canada Life Pension Rights Group ("CLPENS") were
sxosadingly disappointed io leamn that the eslimated [PWU Surplus had deteriorated
substantially over the second half of 2011. The Information provided by Canada Life indicated
that the estimated IPWU Surplus value of $54 million as at June 30, 2011 {net of projected
expensas), which was reported to the Court in the settlement approval hearing, had dropped to

below $10 million as at Dscember 31, 2011 (net of projected expenses). The IPWU Surplus
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continued fo decling through 2012, and as of August 31, 2012 was estimated 1o be $2.8
miltion. The principle factors leading to the decline in surplus at that time were described a8
follows:
& There was a decline in interest rates over the relevant period which substantizlly
increased the estimated cost of purchasing annuities for members of the IPWU
Group; and
b. There was g higher than assumed take-up rate among members of the IPWU
Group who elected to recelva their pension beneiit by way of an annuity.
The efiect of these two faciors was to substantially increase the cost of providing benefits under
the pension plan o IPWU Class Members, resulting in a reduction of the IPWU Surplus.
8. Class Counsel was advised by Canada Life that there was no reduction in the value of
ihe IPWU asselfs during the relevant time. Canada Life advised Class Counsel that the relevant
assels of the pensipn fund actually increased in value during the impugned period. However,

the Increase in asset value is far less than the increase in Plan liabilities, creafing a net loss

ovar the sams period.

teps Taken In Response to the Updated IPWU Surplus Estimate

8. Following the disclosure of the decrease In the estimated IPWU Surplus, Class Counsel,
the Plainiiffs and the CLPENS Executive Committes held a number of meetings and
discussions regarding this change in circumstance, how it might affect the settlement, and which
ceuld be done about it,

10.  The first steps taken involved an analysis of the information provided in order to test it for
reasonableness and accuracy. It should be noted that thers was a healthy level of skepticism on
the part of the Plaintifis on the receipt of this information.

i1, Members of the CLPENS Executive Commitiee have substantial actuarial experience

and a thorough knowledge of the operation of the Plan.
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12, Further, the Plaintiffs and the CLPENS Executive Commiites sought the assistarice of
thelr expert actuarial advisor Marcus Robertsan, who had assisted them throughout the conduct
of this [itigation,
13, Information was requesied from Canads Life and Investigations and research were
undertaken in order to analyze information prdvidéd by Canada Life, as well as to assess the
prevailing market circumstances which lead to the decline in the IPWU surplus.
4. The Plaintiffs and GLPENS Executive Committee reached the reluctant conclusion that
the drop in surplus, as presented by Canada Life and its external advisors, was substantially
accurate. The expert advice received éupporied the unforiunale reduction in the estima{ed
IPWU Surplus, and verified that the appropriate actuarial standards and guidance had been
applied.
18, As aresult of the diminution in the estimated IPWU Surplus, not only were the surplus
share estimates communicated to Class Members in 2011 materially reduced, it was
guestionable whether there would be snough surplus fo make the $1000 minimum surplus
share payments to members of the IPWU Group and the Pensioners and Deferred/Vested
members {the "Inactive Eligible Class Members”), and Quebec Cash Out Members provided for
under the SSA. In short, a fundamental premise underlying the 8SA — sharing of a substantial
surplus between Canada Life and Plan members — no longer existed.
16.  The Plaintiifs and the CLPENS Executive Commitiee, with the assistance and guidance
of Class Counsel and their actuarial advisor, explored ways o work around this change in
circumstance. Two possible solutions were initially identified:

a. To delay the implementation of the SSA in order to allow a recovery in the

interest raie environment with the hope that the IPWU Surplus would recover;

. and
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b. To provide annuities to members of the IPWU Group, with indexation provided
through an inflation hedging product created and insured by a third party, with a
view 1o reducing the Plan liabilities related to the IPWU Group.

17. Class Counsel approached counss! io Canada Life to initiate negotiations aimed at
creating an acceptable amendment to the SSA which could salvage the position of IPWU Class
Msmberé and Inaclive Eligible Class Members under the SSA.
18.  The parties attended case management confersnces before Justice Parell on April 20
and May 7, 2012 to report on the change in circumstances and to obtain approval of a notice
updaie fo Class members. Notices Q’vere approved and sent to Class Members by direct mail on
or beforeihﬂay 15, 2012, and also posted to Class Counsel's website.
19. By letter dated July 11, 2012, Class Counsel was advised that Canada Life had
approached seven Canadian insurance providers to solicit interested bids for the provision of
immediate and deferfed indexed annuities to members of the IPWU Group, as requirsd under
the SSA. This letter further advised that all seven annuity providers had declined to bid on the
sale of these annulties.
20.  Negotiations between the parties to address implementation of the SSA In light of the
arop in IPYWU Surplus, which had commenced in or about March or 2012, continued without
success. Notwithstanding this impasse, and in fight of the inability of Canada Life to purchase
annuities on behalf of the IPWU group, in August 2012 Canada Life proposed to unilaterally
transfer the assets and liabifities of the IPWU Class Members to the ongeing portion of the Plan,
and proceed with the implementation of the SSA.
21, ‘CIass Counsel opposed this unilateral action on the part of Canada Life, on the grounds
that sucﬁ a course of acfion would violate the terms of the SSA which required the settlement of
basic pension benefits of the IPWU Class Members through the purchase of indexed annuities.

Class Counsel alse took the position that the SSA could not be implemented under the changed
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circumstances because there were insufficient assels to provide sligible Class iembers with
the minimurm guaranieed $1,000 payment.

22, Accordingly, the Plaintiffs brought 2 motion retumable on September 27, 2012 seeking a
declaration of the Court that the unilateral actions proposed by Canada Life would violate the
terms of the 884, as well as an order directing the parties to altend a mediation 1o resolve the
dispute. Evidence for the motion was filed with the Court by both the Plaintiffs and Canada Life
which provided detall on the circumsiances giving rise to the reduction In the estimated iPWU
Surplus.

23. The Ssaptember 27, 2012 motion setiled, and Justice Strathy was later appoinied to
madiate the dispute concerning implementation of the SSA between the parties. Attached 1o
this affldavit at Exhibit *C” is = trus copy of the endorsement of Justice Perell dated September
27,2012

24, On December 4, 2012, the parties convened for 5 mediation facilitated by the
Honourable' Justice George Strathy.  Although substantial progress was made with the
assisiance of Justice Sirathy, no agreement was reached at the mediation.

25.  With further facilitation by Justice Strathy in' the weeks thai followed, the partles
continued their dialogue, which uitimate& resulted in an agreement to amend the SSA ({the

“ASSA”). Attached and marked as Exhibit “D” o this my affidavit is a true copy of the executed

ASSA.

Terms of the Amended Surplus Sharing Agreement {"ASSA”)

26.  As a praclical matter, the reduction in the IPWU Surplus does not impaci the smount of
benefits fo be paid under the SSA to a number of sub-groups within the Class. Members
included in the Adason, Indago and Pelican Prior Partial Wind-Up Sub Classes are not affected
to the same extent by .the factors that led to the decline in the estimated IPWU Surplus. 1n

contrast 1o the members of the IPWU group, many of the members of the Prior Partial Wind Ups
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slected {o transfer thelr pension bensfits out of the Plan, better ihsulating the Prior Partiel

Windup Burpluses from the changes in market conditions which increased pension fiabilities for

the IPWU group. The benefits under the SSA for active Class Members are unaffected by ths

change in the estimated IPWU Surplus as those benefits are not payable out of the IPWU

Surplus,

27. Those sub-groups which are most affected are the members of the IPWU group and the

Inactiva Eligible Class Members.,

28. The main terms of the ASSA are as follows:

223547442
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Canada Life will augment the amount of iPWU surplus by:

. waiving its right fo any interest on the amount of its expense
reimbursement under the SSA that would héve acorued during the period
from August 31, 2012 to December 31, 2013 (estimated at $800,000);
and

. walving its right fo reimbursement of $500,000 of its professional fees.:

The Pleaintiffs and CLPENS Executive Committes will augment the amount of
IPWU Surplus available for distribution by waiving their entitlement to
reimbursement of future.}eéal fees (but not disbursements) previously approved
by the Court (estimated at $200,000), Which will be directed to the benefit of the
IPWU Sub-Class and Inactive Eligible Class Members;

For any member of the IPWU Sub-Class who elected to receivé a deferred or
immediate pension, their portabili.ty rights were satisfied by Canada Life

transferring their assels to the ongoing portion of the Plan effective August 31,

201z

The assets and liabllities related to members of the IPWU Sub-Class who elect a

deferred or- immediate pension will be notionally segregated (the "Segregated
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Porilon”y uniil the completion of the second surplus distribution {(discussed

below), if ahy,;

. Canada Life will fund top-up payments (at an estimated cost of $1.2 million) i

order io ensure that members of the IPWU Sub-Class will receive the minimum

surplus shares of $1,000 contemplated under the SSA;

. Thers is the potential for a second surplus distribution fo members of the [PWU

Sub-Class and inactive Eligibla Class Members, if a surplus exists in the

Segregated Portion as at December 31, 2014, subject io the following condifions:

3

10% of such surplus shall be deducted off the top and remain in the Plan

&g a cushion;

The surplus will be reduced to iske into account any contributions and
other payments (fogether with interest at the Plan rate of return) made by
Canada Life into the Plan after August 31, 2012 and that are notionally
aliocated {0 the Segregated Portion; ‘

88.86% of the net surplus, up to a maximum of $15 million, will be pald to
the IPWU Sub-Class and to Ipaclive Eligible Class Members, in

accordance with the percentages sef out in the S8A;

The amounts distributed fo members of the [PWU Sub-Class and to
Inactive Eligible Class Members will be calculated In accordance with a

‘formula which takes inio consideration amounts paid under the initial

surplus distribution;

In order o avoid distributing numerous small amounts, the threshold for
surplus paymentis under the possible second distribution Is $100: if,
based on the formula under the ASSA, any individual would be receiving
$100 or less, no payment will be made to that individual and the
individual's surplus share will instead be shared with the remaining
members {if any) who are receiving $100 or more.



28.  Based on the most recent estimates available (as of August 31, 2012), the ASSA would

result in estimated payments to the Class as a whole as follows:

Integration WU Surplus $2,600,000
+CL Interest walved:

$800,000

+CL Legal fess waived:

$500,000

Total IPWU Surplus: $3,200,000

Membér share; $2,718,740
+EstimatedCL Top Up:

$1,200,000

+KM/HP Legal Fees: $200,000

TOTAL: 4,116,740

indago PWU Surplus $1,100,000
: _ | _ i Member Share: $766,260

Adason PWU Surplus $6,200,000
Member Share: $4,318,820

Pelican PWU Surplus $2,800,000
Membser Share: $2,020,140

Total Member Share of $11,222,050

EstimatedSurplus

4

in addition, aclive Plan members who participate will receive a contribution holiday valued at
$4.6 million, bringing the iotal estimated benefits to the Class under the ASSA fo in axcess of
$15 miilion. |

30. The ASSA terms are the best terms that could bé reached under the current
ciroumstances. It is clearly recognized by the Plaintiffs, by the CLPENS Executive Committee,
by Class Gounsel and Marcus Robertson that these terms present a reduction in the estimated
value of the benefits payable to the IPWU Class Members and Inactive Eligible Class Members

under the original S8A. However, it is also acknowledged that the final amount of distributable
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IPWU Surplus was never a guaranteed or fixed amount. Further, if the surplus no longer exists
at the same level, there is likely fo be litle purpose {o recommencing litigation over such a
diminished amount. |

31, Ths ASSA gives effect to the terms negotiated under the original SSA, bui alao gives the
Class Members affected by the drop in IPWU Surplus a hope of future recovery. If the parties
went ahead with implementing the SSA without amendment, Class Members would receive less
benefils, and no prospect of a fulure surplus distribution. Simply put, the Class is betfter off
under the ASSA than the SSA, becauss of the fact that the JPWU Surplus simply isn’t what it

was anticipaied fo be.

32. in the viéw of Class Counsel, the Plaintiffs and the CLPENS Execuiive Commiltee the

ASSA terms are fair and reasonable and ought to be approved.

Criteria for Approving the ASSA
Ara’s Lengih Bargaining

33.  The negotiations surrounding the ASSA ferms were at all times conducted on an arm's

length and adversarial basis.

34, The negotiations consumed approximately 9 months, FEach of the parties. wers
independently represented and advised by sophisticated legal and actuarial professionals.

35.  As indicated, the ASSA terms were reached following the assistance of the Honourable

Justice George Strathy in his capacity as a neutral mediator.

The Amount and Nature of investigation and Discovery

36.  The Plainfiffs requested and Canada Life provided data and information for the purposes

of assessing the material change in circumstances.

37.  Further, as indicaied, the Plaintiffs, CLPENS Executive Committee and Class Counsel

engaged and relied upon the assistance of experienced actuarial support.

22354744.2
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38. As 8 result, the Plaintiffs, CLPENS Executive Commitiee and Class Counse! considered

themsslves sufficiently well informed to enter into the amended 85A terms.

The Degres and Naturs of Communications by Counsel and the Representaiive Plalntiffe

with Class Members during the Litigation

38.  As is noted above, in May 2012 Class Counsel mailed notices to all Class Members,

advising of the substantial drop in the IPWU Surplus and the reasons for the decline.

40.  Subsaquenily, and following the conclusion of negotiations in respect of the ASSA, the

parties appeared before this Honourable Court on February 12, 2012 and obfained approval to

distribute notices to the Class advising them that amended settlement terms had been reached.

The noilces were disseminated on or before February 15, 2012 in English and in French.
tigched and marked as Exhibit “E” {o this affidavit are true copies of the notices that were sent

o Class Members.

41 .‘ Since the mailing of notices in February 2013, Class Counsel have fielded over 80

inquiries by Class Members. It is aniiéipated that inquiries will continue {o be received until the

hearing for settlement approval.

42, AC]ass Counsel can report that for the most part, the communications from Class

Members reflect disappointment about the change in circumstances, and a level of

misunderstanding of the underlying causes of the drop in IPWU Surplus. To assjst in

responding {o the questions and concemns, Claés Counsel also posted the September 27, 2012

motion material on its website, which gives details about the drop in the IPWU Surplus from

both of the pariles.

43.  As of the swearing of this affidavit, Class Counsel has received noiice from four Class

Members indicating objection to the ASSA. Altached io this affidavit at Exhibit “F" are true

copies of the correspondence with the four objecting individuals.
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44, The substance of the objections express disappointment and surprise on the part of
those Class Members regarding the turn of events, and a demand for accountability from
Canada Life and its advisors,

45.  Inthe face of the information received by Class Counsel, we are respectful of the views
expressed by Class Members, and it is fair to say that the response was not unexpacied.

46, Further and perhaps most importantly, Class Céunsel remain of the view that the ASSA
contains the best set of terms that could be negotiated under these difficult circumstances and

ihat those terms are fair and reasonable and ought to be approved.

Rocommendalions and Experience of Counsel

47, All the members of the Class Counsel.team in ihis case are sxperienced in class action
matters. In addition, members of the counsa! team are among the most experienced pension
lawyers in the province, They have been assisted in a highly experienced actuarial advisor in
Mr. Roberison. Under the circumstances, as indicated, counsel fully recommends the approvaj

of the setflement terms.

48. I make this affidavit in suppaort of the motion to vary the Judgment in accordance with the

ASSA and for no other or improper purposs.

SWORN BEFORE ME at the
City of London, inthe '
County of Middlesex

this ..C2.. day of March, 2013. -

Comimissionsr for Taking Affidavits ~—/ fonathan J. Foreman

Bradley James Adams, a Cammissioner,
aic., Provines of Optarlo,
while a Student-atlaw.
Explres August 27, 20158,
22354744.2
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This is EXHIBIT "A” referred 1o in the
Affidavit of Jonathan Foreman

sworn beforeme this ¥ day of March 2013,

A Cominissioner, elc.

Bradloy James Adams, 8 Oommissionar,
atn., Provinos of Ontario,

whils a Studsnt-at-Law,

Expiras Auglist 27, 2035,
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Proceeding under the Class Proceedings Act, 1892

AFFIDAVIT OF JONATHAN FOREMARN
{Sworn January 5, 2012)

I, JONATHAN FOREMAN, of the City of London, in the Province of Ontarlo,

MAKE OATH AND SAY:

| am a pariner at Harrison Pensa LLP, legal counsel for the Plaintiffs, and as
such, have knhowledge of the matters to which | hereinafter depose except
where the facts stated are based upon information and belief in which case |
have stated the source of the information and | believe such facts to be true.

1
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History of the Litigation and Steps fo Seillement
2. Two claims wers inffially filed in this mafter: one on the behalf of Jean Paul
Marentetie, filed by my firm, and one on behalf of David Xidd et al,, filed by
Koskie Minsky LLP. The claims were joined shortly after being filed and they

were subsaguently prosecuted together.

3. An Amended Statement of Claim was filed, issued and entered on September
19, 2005. Attached hereto and marked as Exhibif ‘A’ is a true copy of the

Amended Statement of Claim.

In the Amended Statement of Claim, there were two broad claims advanced:
a ¢claim in respect of the partial wind-up surplus and a claim o account of the
administrative expenses paid out of the pension fund. The claim for the partial
wind-up concerned the ownership and use of surplus assets in The Canada
Life Canadian Employees’ Pension Plan (Regisiration No, 354563) (referred
to hersinafter as "the Plan”). Subsequently, the action was amended to seek
declarations of partial wind-ups of the Plan and disiribution of surplus funds
related {o certain past gvenis (collectively referred to hereinafter as the "PWU

e

Claims”).

5. In addition, the action claimed that the Plan and the fund held in respect of
the Plan (referred fo hereinafter as the "Fund”) comprise an irrevocable trust
the “Trust”} and any and all amendments to the Plan that permit Plan
sxpenses to be paid out of, charged to ar reimbursed from the Fund, are
invalid, and that the amounts that have left the Fund to pay for Plan expenses
should be equitably allocated and distributed among the class members or in
the alternative, paid back into the Fund (referred to hereinafter as “the

Expenses Claim”),

6. The Plaintiffs initially served and filed their motion for certification in or around
November 1, 2005.
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The Defendant Canada Life Assurance Company (referred to hereinafter as
“The Company”) brought a motion pursuant fo Rule 21 of the Rules of Civil
Procedurs to strike those paragraphs within the Plaintiffs’ Statement of Claim,
which sought the payment of any amounts awarded in connection with the
expenses claim o be distributed directly to class members, Attached hersto
and marked as Exhibit ‘B’ Is a true copy of the Defendant’'s Notice of Mofion,

There were a series of initial case management conferences in the matter.
The motion for certification, as well as the Company's Rule 21 motion, were
scheduled fo be argued on February 20, 2006, In advance of the motion, the

parties agreed fo an adjournment.

In June of 2008, a case conference was heid with Madam Justice Hoy, wha
had been newly assigned to the case. During that management conference,
the. certification and Rule 21 motions were scheduled o be heard on
November 15 and 16 of 2008.

10. Prior to the argument of the certification and Rule 21 motions, a decision was

.
o

1.

released in the matter of Pofler v. Bank of Canada ("Potter’). In Potter, the
Court resolved issues pertalning to the viability of claims and relief similar to
those raised by the Plaintiffs in the within litigation in connection with the
expenses claim.  Specifically, the Court held that there could be no remedy
involving a direct distribution of recovered amounts o class members.  Mr,
Zigler and Mr, Kaplan of Koskie Minsky acted as counsel o the Plaintiff and

the class members in the Potfer matter.

The Plaintiffs in Potter sought an appeal, which appeal was scheduled for

argument on December 6, 2008.

wae hald with Madam |
AN INr 238 FX IR} JXRAANALAI L b W A i 1 y

where the parties requested a further adjournment of the certification and
Rule 21 motioens pending the outcome of the appeal in Potfer, as it had the

3
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potentlal to assist the pariles and the Court in evaluating aspects of the

xpenses claim. -

13.At the same fime, the parties had commenced settlement negotiations.
Further, the Plaintiffs and the CLPENS Executive entered into a confidentiality
agreement with the Company, promising not fo divuige the details of the
seltlement negotiations to anyone, The Confidentiality Agreement permitted
reporis as {o the progress of the negotiations to members of the Class, with

the advance consent of the parties.

14.At the case conference hefore Madam Justice Hoy on November 14, 2008,
the pariies reporied to the Court that settlement discussions had commenced.
At the case conference, Madam Justice Hoy made arrangements for the
parties o altend a 2-day mediation / seltlement conference with Regional
Senior Justice Winkler, as he then was (referred to hereinafter as “Justice

Winkler”), io take place in the Spring of 2007.

16.The parties attended before Justice Winkler for the mediation on April 24,
2007.

16.0n behalf of the Plaintiffs, the mediation was attended by me, Mark Zigler,
Dave Williams, Alex Harvey, David Kidd, John Paul Marentette, Wilbert
Antler, and the expert actuarial adviser to the plaintiffs, Marcus Robertson. In
atiendance on behalf of the Defendanis were external legal counsel for
Csnhada Life, Jsff Galway and lan McSweeney, and in-house counsel to
Canada Life, Sheila Wagar and Jane Cavanagh, and finally Wally Robinson,
the Assistant Vice-President, Pension and Benefits for Canada Life.

17.The mediation continued for a full day with the assistance with Justice
Vinkier, During that day, Justice Winkler caucused exiensively with the
parties. Throughout the day, those attending on behalf of the class members

advocated vigorously in the inferests of the entire class. The positions and

==
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interests of all class members were specifically considered and negotiated
with the company, assisted and facilitated by Justice Winkler,

18.At the conclusion of the first day, a broad general framework for a settlement
of the litigation had been established for the parties to consider and to give.

instructions on overnight.

18.However, there remained a signiﬁcaht number of additional details which had
io be analyzed and resolved by the parties. Counsel and clients remained
engaged for the following day in conﬁnued meetings, teleconferences and
analysis aimed at facilitating a resolution of the remaining Issues. Justice
Winkler also remained engaged with the parties via teleconference in order to

assist and facilitate the resolution.

20.Among the issues to be incorporated into the setflement consiruct and
managed to a resolution were other partial wind-ups applicable to the
Adason, Indago, and Pelican Foods subsidiaries of the Company.

21.Counsel continued to convene, discuss and resolve additional cutstanding

issues over the ensuing months.

22.0n November 9, 2007, the partles reached a Memorandum of Understanding
(referred to hereinafter as."MOU”) in respect of a settlement of the litigation,
Attached hereto and marked as Exhibit ‘C’ is a true copy of the MOU.

23.At that time, the CLPENS Executive and the Plaintifis released an
anhounc‘ement to advise interested people that a Memorandum of
Undersianding had been reached. The Notice explained that an agreed upon
framework had been reached, but a final settlement agreement was vet to
come. ltalso described the approximate value of the integration Partial Wind
Up surplus at that time, and the proportionate shares that would be paid to
Canada Life, Integration Partial Wind Up members, and other eligible inactive
Plan members. The Notice further stated that the remaining eligible active
5



members who were employed by the Company as of June 30, 2005 {or who
subsequently joined the Plan) would receive a 2-year contribution holiday (or

aquivalent payment), as well as other protections.

24, The MOU included a lengthy list of requirements respecting process and
preconditions fo setflement. The partles invested a subsfantial amount of
time and resources in the negotiation and completion of conditions which
would give rise to a comprehensive settlement agreement known as the
Surplus Sharing Agreement (referred to hereinafter as "SSA").

25,As the terms of the SSA were under negotiation between the parties, a similar
settlement agreement had been reached in énother legatl proceeding which
involved the pension plan of Montreal Trust. The seillement agreement
reached in Monfreal Trust Company of Canada v. Ammstrong of al
encountered certain unanticipated difficulties as it was making its way through
the courts and regulatory approval processes before the Financial Services

Commission of Ontario.

26.The difficuliies encountered by the Montreal Trust setflement could not be
ighored by the parties in the within litigation. As a result, there was a period
of cautious progress which resulted in some delay in the negotiation of the
SSA as the parlies awaited a final determination of the viability of the

Montreal Trust settlement.

27. Ultimately the Montreal Trust setﬂemeni was successfully approved after an
appeal to the Ontario Financial Services Tribunal. With the approval of the
Montreal Trust seitlement, the parties were able to pursue a negotiated

conclusion without impediment,

4 £y ot A ooy £ et $ham 4 £ 4l [l . YR
28 After a further lengthy period of negotiations, the terms of the SSA waei

essentially concluded late in 2010, With that work complete, the parties
began preparation of the information and notice packages {o be sent o class
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members. This was a substantial undertaking which involved a significant

investment In ime and resources by sll parties.

29, Throughout 2010, the parties kept Justice Perell, who had succeeded Justice
Hoy as the case management judge in this matter, informed in respect of the
progress of the negotiations in respect of the SSA. Advance approval and -
direction was sought from Justice Perell with respect fo a comprehensive
notice program to the Class. At a case conference before Justice Perell held
on Monday, December 13, 2010, the final form of the Information Package
described at paragraph 3 of the Affidavit of Uma Ratnam was reviewed by
and approved by Justice Perell. No Order was Issued in respect of this

approval by the Court.

30.1n March of 2011, the Notice Program was launched. Class Members were
sent comprehensive packages by mail and were advised of dates of in-person
‘roadshow” information sessions. The “roadshow” information sessions took
place throughout April of 2011. Additional communications and FAQ's were
also published for class members. Specifically an additional mailing and in-
person information sessions were provided for active employee plan
members following the conclusion of the “roadshow” sessions.

31.Very substantial support thresholds from all categories of class members
were required to be met in order for the proposal to be concluded. By June of
2011, sufficient consents wers obfained such that the settlement could
proceed fo the approval stage. The first step of the implementation of the

SSA was to set a date for the ceddification. motion.

32.The Motion to Certify this action as a class proceeding was held on October
18, 2011. On October 28, 2011, the action was certified pursuant to reasons

issued by the Honourable Mr. Justice Perell.
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33. The detsails of the Setflement are set out In the SSA. Under the SSA, the
Company will Qoluntari!y declate partial wind ups for the three prior events
involving Indago, Adason, and Pelican Foods irr addition to the Integration
Partial Wind Up. The SSA provides financial benefits for all members of the
Class, The amount of PWU surpluses to be distributed, net of estimated

expenses, as of June 30, 2010 are:

Estimated Integration PWU Surplus $62.2 million
Estimated Indago PWU Surplus $1.2 million
Estimated Adason PWU Surplus $5.1 million
Estimated Pelican PYWU Surplus $2.5 million
Total $71 million

34, The Plan members who will participate in the Seftlement, as caplured in the

Class definition, and the number of members in each group, are as follows:

8.

Plan Members included in the Integration Partial Wind Up (2149);

b. Plan Members who will be included in the Indago Pariial Wind Up (15);

¢. Plan Members who will be included in the Adason Partial Wind Up (37);

d. Plan Members who will be included in the Pelican Partial Wind Up (38);

a. Deferredivested members of the Plan as of April 12, 2005 who are not

part of the groups described above (451);

f. Members of the Plan in receipt of 2 monthly pension from the Plan as of
April 12, 2005, or the surviving spouse of & member if the members has

died and the spouse is receiving 2 pension from the Plan on that date,
who are not part of the groups described in a-d above (827);

8
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g. All active members of the Plan as at June 30, ‘3005, plus any new Plan
members from that date up fo date of certification as a class proseeding

(1884); and

h. Former Plen members employed in Quebec who would have been
included in the Integration PWU but for their employment in Quebec (29);

35.In sum, the PWU Surpluses {for sach of Integration, Indago, Adason and

Pelican) will be shared as follows:

a. Partial Wind Up Members will receive 57.22% of the PWU Surplus

attributable to them;

b, Non Partial Wind Up Members who ars pensioners and deferred/vested
Plan members will receive 12.44% of each PWU Surplus;

c. Canada Life will receive 80.34% of each PWU Surplus.

38.The 57.22% share of the PWU surpluses will be paid to members of the
PWUs proportionally hased on the value of the pension benefits they have
sarned under the Plan. Surplus shares will be paid as taxable cash lump-
sum amounts, subject fo applicable withholdings for tax, Members who are
entitled to more than $15,000 in surplus may contribute all or part of their
share to a registered retirement savings plan (RRSP) without withholdings if,
at the time of the surplus distribution, they confirm to the Company that they
have available RRSP contribution room. Each PWU member will receive a

minimum payment of $1,000.

37.The 12.44% share of the surpluses will be paid to the pensioners and
deferred/vested members proportionally based on the value of the pension
benefits they have earned under the Plan. Surplus shares will be paid as
taxable cash lump-sum amounts, subject to applicable withholdings for tax.
Members who are entitled to more than $15,000 in surplus may coniribute all

"5
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or part of thelr share o a registered retirement savings plan (RRSP) without
withholdings ¥, at the time of the surplus distribution, they confirm to the
Company that they have available RRSP contribution room. Each pensioner

and deferred/vested member will receive a minimum payment of $1,000.

38.As part of the Setilement, the Company will establish a new pension plan
(refetred to hereinafter as the “New Plan®) and related new trust fund
(referred to hereinafter as “New Fund”). The terms of the New Plan will be
identical to the terms of the Plan, except for cerlain provisions which are

required to implement the Settlement, discussed further below.

39.Active members who have consented fo the Settlement will be transferred to
the New Plan. In addition to the sharing of the PWU surpluses noted above,
active members who have consented to the Sefflement will receive a two-year
coniribution holiday. The‘beneﬁt accrual formula for consenting active Plan
members under the New Plan will remain unchanged for two years following
the seltlement approval. Assets equal to the value of the henefits they have
earned will be transferred fo the New Plan, along with a proportional amount
of swrplus in the ongoing Plan. If the active members employment is
terminated before the end of the two-year contribution holiday perlod, or the
member stops earning benefits under the New Plan for any other reason, a
iump sum equal to the value of any remaining contribution holidays will be
paid to the member, the member’s spouse, or estate, as the case may be. A
lump sum will also be paid for any approved leaves of absence or any other

period during which g member is hot required fo contribufe to the Plan,

40. The Quebec Cash-Outs consist of Plan members who had their entitements
paid out of the Plan before April 12, 2005, who will be treated as members of

41.For any Class Member who dies before recelving his or her surplus share or
contribution holiday, their payment will be made to his or her spouse,

10
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designated beneficiary or estate, provided that all necessary consents are

oblained.

42, The New Plan will be supported by a new Trust Agreement. The Company is
seeking a “varlation of trust’ to obfain cerfainty regarding its use of assets
once Class members are fransferred fo the New Plan. Under the S8A, the

variation of trust will not address surplus ownership in the event of a future

Su

wind up of the Plan or New Plan.

.To achieve certainiy under the New Plan, the patties have agreed under the

SSA to seek the jollowing Court declarations, for the benefit of the Company:

a.

o

T

The Company is entitled to expand the membership of the Plan or New

Plan by way of amendment or merger;

The Company is entitled to use assets in the Plan or New Plan (including
surplus) to provide benefits for, and fund contrib_uﬁon holidays with respect
to new members, including benefits transferred from another pension plan;

The Company is entitled to merge all or a portion of the Plan and/or the

New Plan with other pension plans;

The Company is entitled to 'use all or part of any surplus fo take
contribution holidays in the Plan and/or New Plan with respect to past,

current and future henefits;

The Company is entitled o fund benefit enhancements with respect to the

Plan and/or New Plan from surplus; and

The Company is entitied to reimbursement from the Plan and/or New Plan

all Plan Expenses that were incurred and paid prior to the SSA. Further,

the Company can pay for future expenses from the Plan or New Plan, or
be reimbursed from the Plan or New Plan, for such expenses that it pays

directly.
11
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44, Class Counsel and members of the CLPENS Executive were able to review a
draft version of the New Plan Text and New Trust Agreement, to ensure that it

complied with the terms of the S8A, and were satisfied that it did.

SETTLEMENT APPROVAL CRITERIA
Arm’s Length Bargaining and the Absence of Collusion

45, These proceedings and all ssitlement negotiations were conducted at all

fimes on an arm’s length and adversarial basis.

46.Each of the pérties were Independently represented and advised by
sophisticated legal and actuarial professionals.

47, The negotiated positions of the parties were at all fimes vigorously advanced.
The fundamental terms of setflement were reached with the assistance of a

very experienced neufrgl mediator.

The Amount and Nafure of Discovery, Evidence or Invesiigation

48.Class Counsel extensively investigated the factual history surrounding the
creation, management, and administration of the Plan. In particular,
attendances were made at the Financial Services Commission respecting the
historical, archival document maintenance undertaken by it in respect of the
Plan. Further, additional inquiries and investigations were made of the
Financial Services Commission respecting the archival documentation

identified.
49.In addition, CLPENS and members of its organization had exiensive
exposure to and experience with the historical documentation of the Plan and

its operations. Investigations were undertaken by CLPENS and certain of its
members in order fo asceriain factual matters respecting the Plan.

12
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50.The plaintiffs retained independent expert actuarizl advisors fo analyze and
investigate historical actuarlal reports and analyses in respect of the Plan.
Further, the plaintiffs’ expert actuarial advisors analyzed current actuarial,
statistical and other data provided by Canada Life at the request of the

Plaintiffs in the context of the settlement discussions undertaken.

Beiffement Terms

51.The sstilement terms provide substantial benefits {o the class members.

52, All members of the Plan will receive settlement benefits.

53.While there are variations among the class members in the nature of the
seftlement benefits which will be provided, those differences have been fairly
and reasonably arrived at having keen regard to the prevalling state of the

law.

54.1n total, the seiflement terms are fair and reasonable, and ought to be

approved,
The Likelirood of Recovery or Likelihood of Success

55.The Plaintiffs believe that the partial wind-up groups have a good and
argnable case respecting a claim for a share of the partial wind-up surplus.

56.In addition, at the time proceeding was commenced, the Plaintiffs also
believed that there was a good and arguable claim for relief respecting the
administration expenses of the Plan. However, following the commencement
of the case, and more particularly foﬂdwing the negotiaﬁo'n of the MOU, there

- were material developments in the law respecting the expenses claim, which
vore adverse to the merits of the that claim and the viability of relief claimed

in respect of it. As indicated in the affidavit of Arl Kaplan of Koskie Minsky
filed in support of this motion, his firm was involved in the other matiers in
which these material legal developments occurred. As a result, the class
13
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counsel feam had experience with and a current understanding of the law as
it applied fo the expenses clalm. Class Counsel closely monitored the risks

associated with the changes In the law while negotiating the settlement.

57. There were additional risks in proceeding with this litigation, both with respect
o ceriification and the merits of the case. The Company is & sophisticated
and well-resourced entity represented by expert legal counsel. A contested
certification motion would have attracted opposition to the proposed common
issues. Assuming the matter would have been certified, it would have been
vigorously defended on its merits and would have aftracted the risks

assogciated with a common issues trial and any appeals.

58, As Indicated above, the law in the pension field has evolved substantially in
recent years, a factor which represents an additional risk respecting the

iketihood of success or failure of the case on its metiis.

The Future Expense and Likely Duration of Litigation
£8.The subject matter of this litigation is complex. This case has required
significant resources o resolve and if contested, it will continue to require

heavy investment of time and cost by the parties.

80.In the view of class counsel, a contested cerfification and Rule 21 motion,
documentary production and oral discovery, a common issues trial, and the
appeals that would have inevitably flowed from them would consume

significant time and resources on the part of all parties.
information Conveying to the Court the Dynamics of, and the Positions taken by
the Parties during, the Negofiations

61.Canada Life opposed all aspects of the claim but mounted a particularly
vigorous opposition to the expenses claim and in particular, the application of
that claim and the requesied relief to current employees. The Company

14
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brought a Rule 21 motion in order to strike the request for a direct distribution

of monetary relief to any class member on acoount of that claim.

§2.During the negotiations, efforts were made to identify a means of delivering a
meaningful economic remedy io current employees. Canada Life was
resistant fo any cash payment being made to active employees given its
opposition 1o the expense claim combined with the lack of entitlement on the
part of aclive employees {o the partial wind up surplus. For active members, a
contribution holiday was agreed upon rather than a cash payment. This option
was not open to ihe non-active Non-PWU members. The concept of declaring
a contribution holiday was uliimately arrdved at as an accepiable and

vaiuable, direct financial benefit to astive employees.

63. There were adversarial negotiations facilitated by Justice Winkler surrounding
the availability of a contribution holiday, the willingness of Canada Life to
provide one, and other terms including the duration of the holiday and the
treatment of those class members who ceased employment with Canada Life
prior fo the completion of the holiday. In the view of Class Counsel, the value
of the contiribution holiday and the other negotiated protections represent a
positive resolution of the litigation for active employees relative to the strength
of the legal claims advanced on their behalf and in particular, the remedies
that may be available to them in respect of those claims. ’

The Degree and Nature of Communications by Counsel and the Representative
Plaintiif with Class Members during the Litigation

64. From the outset of the écﬁon there have been communications with class
members by CLPENS and class counsel.

65.CLPENS has attracted a large membership consisting of all categories of plan
members, including active employees. CLPENS has maintained regular
communication with its membership, including general membershipmeetings
which have been attended by hundreds of plan members. Class Counsel, the

15
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Plaintiffs, and the CLPENS execulive have reported on the within litigation
and have presented to its membership on multiple occasions.

86.In addition, Class Counsel has responded fo regular inquiries by Class

Membears throughout the litigation.

67.As described in the affidavit of Uma Ratnam, the parties to this litigation
agreed to and did implement a very substantial notice program fo class

members.

88, That notice program was approved by this court. The details of the program

can be summarized as follows:
a. a very substantial direct mail package {o class members;

b. in-person “roadshow” notification meetings in 7 locations across Canada,
where there are concentrations of Canada Life employees;

c. & 1-800 hotline which was maintained by Class Counsel af Koskie Minsky;

extensive web-hased information platforms maintained by Class Counsel
including a FAQ section, all news relegses and reports, all court
documents, an overview of the case, and an up-to-date list of case

o

developments;

e. FAQ updates were posted fo the websites of Class Counsel; and

f. Particular communications were prepared for active employees and
additional in-person information sessions were held for them,

68. The notice program proposed a unigue opportunity for class members to vote
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70.All required thresholds stipulated within the MOU have been met,

Specifically, the following results were obtained:

STATUS UNDER | NUMBER OF YES | TOTAL NO. of PLAN | PROPORTION OF TOTAL ELIGIBLE
PROPOSAL VOTES MEMBERS VOTERS

ACTIVE 1348 1684 | 80%

PENSIONER 717 827 87%

DEFERRED/VESTED 315 451 A 71%

QUEBEC CASH OUT 21 129 | A 72%

INTEGRATION PwWUJ 1805 2?@9 84%

INDAGO 1z 15 80%

PELICAN 34 38 85%

TOTAL 4257 5193 82%

71.Following the notice program, there were a small number of "na” votes. A
iotal of 57 "no” voles were received while a total of 4,257 "yes” votes were

recsived.

72. Finally, following the ceriification order in this action, a Notice of Cerfification
and Settlement Approval Hearing was seni to class members by direct mail
and by media publication in both official languages.

The Number of Objectors and Nature of Objections

73.1n the context of the certification motion, a specific objection was advanced

mber named Brenda McEachsm, who purports 1o speak on
behalf of additional class members who have not been confirmed by name to
date. The nature of the objection made by Ms. McEachern is essentially that

17




31

the 8SA does not provide sufficiently generous benefits to aclive smployee

plan members.

74.No further wiiitten objections to the settlement have been received as of the

date of this affidavit.

75.As none of the aclive employee plan members are members of any of the
partial wind-up groups, the only claim which was advanced on the behalf of

ciive employees was the expenses slaim.

76.Contrary to the submissions made by Ms, McEachern, the active employee
class members will recelve considerable settlement benefits which are fair
and reasonable under all prevailing circumsiances, particularly relating to the

state of the law as it applies 1o the expenses claim.

77.This settlement provides direct financial benefits to active employees in the
form of a two-year contribution holiday or the cash value of a two year
gontribution holiday, in the event that the employee leaves the employ of the
Company prior fo the commencement of that holiday. In addition, active
employees receive the benefit of a negotiated guarantee that the Company
will not seek to amend the benefit accrual formula applicable to them under
the Plan for the period of two years following the final approval of the SSA,

78.As described in greater detail in the affidavit of Ari Kaplan, the current state of
the law is adverse fo both the merits of the expenses claim and the remedies

claimed in connection with i

79.As a result, in the view of class counsel, the settlement bengfits obtained for
active employees compare favorably against the alternative of litigating those

issues to a conclusion under the current state of the law.

80. At no time in the course of this litigation or in the course of the negotiation of
the settlement were the interests of current employees disregarded or

18
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subordinated. Rather, particular care was taken with respect to thelr interests

i achigving these terms of seltlement.

Tha Recommendaiions and Experisnice of Counsel

H

81.Class Counsel has extensive experience in class action matters. More
specifically, the members of the class counsel team have considerable

experience in the area of class actions involving pension and employment

hensfit disputes.
82.Class Gounsel fully recommends this settlement to all Class Members.
83.1 make this Affidavit in support of a motlon for Settlement Approval and for no

other improper purpose.

SWORN before me at the City of )
Lenhdon, in the Provinee of Ontario
on January §, 2012,

RO A©-\ i £

K Cofmigsioner for taking
affidavits

JONATHAN FOREMAN
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This is EXHIBIT “B” referred to in the
Affidavit of Jonathan Foreman

sworn before me this g day of March 2013,

Fo—

A Commissioner, ste.

Bradlsy James ASEmS, 8 Commissionsan,
ato., Provines of Ontatoe,

while a Student-ab-Law,

Explres August 27, 2015,
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Court File No. 05-CV-287556CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

DAVID KIDD, ALEXANDER HARVEY,
JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIENU SPL,
SUSAN HENDERSON and LIN YEOMANS

Plaintiffs
«and -
THE CANADA. LIFE ASSURANCE COMPANY,
AP. SYMONS, D. ALLEN LONEY and JAMES R. GRANT
Defendants

NOTICE OF MOTION
(returnable September 27, 2012)

The Plaintiffs David Xidd, Alexander Harvey and Jean Paul Marentette will
make a motion to the Honourable Mr. Justice Perell on Tuesday, September 27, 2012, at

1:00 pam. or as soon after that time as the motion can be heard, at Osgoode Hall,

Toronto, Ontario.

PRCPOSED METHOD OF HEARING: The motion is to be heard orally,

THE MOTIONN I5 FOR:

(& A declaration that the transfer of assets and liabilities sought by the
defendant in association with the partial windup of the Canada Life -
Canadian Employees Pension Plan (the “Plan”) declared as at June 30,
2005 (the “Integration Partial Wind Up”) to the ongoing portion of the
Plan constitutes an unauthorized nilateral amendment of the Surplus

Sharing Agreement dated September 1, 2011 (the “SSA”), in violation of
sections 7(e), 12(c) and 12(h) therein;



(b)

(©
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An order requiring the parties to attend a mediation to resolve the
problems which have arisen regarding the implementation, interpretation

and possible amendment of the SSA; and,

Such further and other relief as counsel may advise and this Honourable

Court may grant.

THE GROUNDS FOR THE MOTION ARE:

@

(b)

©

@

(€

By judgment dated January 27, 2012, the setilement of this class

proceeding was approved by this Court, in accordance with the terms of

the S5A;

Since the approval of the SSA, the parties have been advised by the
actuaries to the Canada Life Assurance Company (“Canada Life”) that
the estimated value of the surplus associated with the Integration Partial
Wind Up has decreased substantially, from approximately $71,775,000 as
at December 31, 2008, to approximately $3,100,000, as at August 31,

2012 (net of estimated expenses);

Subsequent to learning of the reduction in the Integration Partial Wind Up

surplus, the parties have been discqssing how and when to implement the

SSA;

Pursuant to section 7(e) of the SSA, members of the Integration Partial
Wind Up are to be provided with their portability options under the
Pension Benefits Act, including the option of electing to receive their

pension through the purchase of an immediate or deferred annuity, within

the Assuris limits; .

In or around May, 2012, Canada Ljfe sent a request for proposal to seven
insurance providers to purchase annuities for members of the Integration
Partial Wind Up Sub Class who had elected this option. All seven

annuity providers declined to bid on the purchase of these annuities;
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By letter dated September 12, 2012, counsel to Canada Life advised Class
counsel that, given that annuities were not available for purchase, Canada
Life intends 1o transfer the assets and liabilities of the Integration Partial
Wind Up Sub Class members who had elected to receive an immediate or
deferred annuity to the on-going portion of the Plan effective August 31,

2012, and to effect this transfer as soon as possible;

Such unilateral action by Canada Life, without an amendment to the SSA,

is contrary to section 7(e) of the SSA;

" In addition to violating section 7(¢) of the SSA, such a unilateral action

by Canada Life Withoﬁt an amendment to the SSA would vitiate sections
7(g) and 8(d) of the SSA, pursuant to which members of the Integration
Partial Wind Up Sub-Class and inactive eligible non;partial wind-up Sub-
Class members are to receive a minimum surplus payment of $1,000.
The current estimated Integration Partial Wind Up Surplus of $3.1 million

is insufficient to provide the minimum surplus payment of $1000 to these

Class members;

Pursuant to section 12(d) of the SSA, the SSA can only be amended
through the mutual agreement in writing of the parties to the SSA;

Pursuant to section 12(h) of the SSA, in the event of a dispute over the
implementation or interpretation of the SSA, the parties o the SSA are to

seek the assistance of the Court to resolve the dispute;
Section 12 of the Class Proceedings Act, 1992, 5.0. 1002, C. 6; and,

Such further and other grounds as counsel may advise and this

Honourable Coutt accept.

THE FOLLOWING DOCUMENTARY EVIDENCE wil be used at the

‘ hearing of the motion:

(2)

The Affidavit of Anthony Guindon, sworn September 20, 2012; and,
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(b)  The Affidavit of Marcus Robertson, sworn September 20, 2012;

KOSKIE MINSKY LLP
20 Queen Street West, Suite 500
Toronto, ON MS5H 3R3

Mark Zigler (LSUCH 19757B)
Tel: (416) 595-2090
Fax: (416) 204-2877

Clio M. Godkewitsch (LSUCH#: 45412G)
Tel: 416-595-2120
Fax: 416-204-2827

September 20, 2012

HARRISON PENSA LLP
450 Talbot Street, P.O. Box 3237
London, ON N6A 4K3

David B. Williams (LSUCH#: 21482V)
Jonathan Foreman (LSUC#: 45087H)
Tel: (519) 679-9660

Fax: (519) 667-3362

Lawyers for the Plaintiffs, David Kidd,
Alexander Harvey, Jean Paul Marentette,
Susan Henderson and Lin Yeomans

SACK GOLDBLATTMITCHELL LLP
20 Dundas Street West :

Suite 1100, Box 180

Toronto, ON M5G 2G8

Darrell Brown

Tel: (416) 979-4050

Fax: (416) 591-7333

Lawyers for the Plaintiffs, Garry C. Yip
and Louie Nuspl
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BLAKE, CASSELS & CRAYDONLLP
Box 25, Commetrce Court West, 199 Bay Street
Toronto, ON M5L 1A9

Jeffrey W. Galway
Tel: (416) 863-3859
Fax: (416) 863-2653

Lawyers for the Defendant, The Canada Life Assurance Company

HICKS MORLEY HAMILTON STEWART STORIE LLP
77 King Street West, 39 Floor

Box 371, TD Centre
Toronto, ON M5K 1XK8

John C. Field
Tel: (416) 864-7301
Faoc: (416) 362-9680

Lawyers for the Defendants, A.P. Symons, D. Allen Loney
and James R. Grant
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Court File No, 05-CV-287556CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

DAVID KIDD, ALEXANDER HARVEY,
JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIE NUSPL,
SUSAN HENDERSON and LIN YEGMANS

Plaintiffs
~and -~
THE CANADA LIFE ASSURANCE COMPANY,
AP. SYMONS, D. ALLEN LONEY and JAMES B. GRANT
Defendant

AFFIDAVIT OF ANTHONY GUINDON
(sworn September 20, 2012)

I, ANTHONY GUINDON, of the City of Toronto, in the Province of Ontario,
MAKE OATH AND SAY: '

1. I am an associate at the law firm of Koskie Minsky LLP, who, along with
Harrison Pensa LLP and Sack Goldblatt Mitchell LLP, are Class Counsel in this
proceeding. As such, I have personal knowledge of the matters to which I depose
hereinafter. Where my knowledge is based upon information and belief, I have indicated

the source of my knowledge, and verily believe the same to be true.

2. By Judgment of the Superior Court of Jusﬁqe dated January 27, 2012 (the
“Judgment”), the settlement of this class proceeding was approved, in accordance with
the provisions of a Surplus Sharing Agreement (the “SSA”) between the parties. A true
. copy of the Judgment, which includes the SSA as a schedule (but excluding other

schedules), is attached hereto as Exhibit “A.”

3. Shortly following the issuance of the Judgment, the Canada Life Assurance
Company’s (“Canada Life”) actuaries (*Mercer”), reported that the distributable surplus
related to the partial windup of the Canada Life Canadian Employees’ Pension Plan (the
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“Plan™) effective June 30, 2005 (the “Integration Partial Wind Up) had been significantly
eroded, as a result of, inter alia, historically low interest rates. This was communicated
to Class Counsel in an ernail from counsel to Canada Life dated February 23, 2012, The
email included a memorandum from Mercer which indicated that, as at December 31,
2012, the Integration Partial Wind Up surplus had diminished from an estimated $54
miliion as at June 30, 2011, to approximately $23.7 million as at December 31, 2011.

The most significant reasons cited by Mercer for the reduction in surplus were as

follows:

(a) A change in the interest rate and inflation assumptions in respect of the

purchase of annuities; and,

(b)  Higher than anticipated elections among Integration Partial Wind Up Sub

Class members for an immediate or deferred annuity.

4, A copy of the February 23 email, along with the Mercer memorandum, is

attached herefo as Exhibit “B.”

5. Given the impact such a substantial reduction in the suplus available for
distribution would have on the recovery of Class members in this proceeding, the parties
proceeded to attend two case conferences before the Honourable Mr. Justice Perell on
April 20 and May 7, 2012. The principal purposes of these case conferences were to: 1)
advise the Court of the status of implementation of the SSA; and 2) seek approval of a

draft communication to Class members regarding the precipitous reduction in the

Integfation Partial Wind Up surplus.

6. A draft letter tailored to each sub-group under the SSA was reviewed and
approved by the Court, and on or about May 15, 2012, these communications were

mailed to Class members. True copies of the final forms of these letters (in English) are

attached hereto as Exhibits “C,” “D,” “E,” and “F.”

7. By letter dated July 11, 2012, Class Counsel was advised that Canada Life had
approached seven Canadian insurance providers to solicit interested bids for the

provision of immediate and deferred indexed annuities to members of the Integration
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Partial Wind Up Sub-Class. This letter further advised that all seven annuity providers
declined to bid on the sale of these annuities. A true copy of this letter is attached hereto

as Exhibit “G.”

8. In light of the drastic reduction in surplus available for distribution to the Class,
Class Counsel and counsel to Canada Life have had discussions over the last several
months about how and when to implement the SSA, to give effect to the parties’
intentions and the Class members’ expectations. However, to date these discussions

have not led to an agreement on an appropriate time and method of proceeding.

9. By email dated September 5, 2012, legal counsel to Canada Life advised Class
Counsel that as at June 30, 2012, the estimated value of the Integration Partial Wind Up
surplus had declined even further, to approximately $2.9 million (net of:estimated

expenses).

10. - In a further letter dated September 12, 2012, legal counsel to Canada Life
advised Class Counsel that, because annuities could not be purchased for members of the
Integration Partial Wind Up Sub-Class who so elected, Canada Life had decided to
transfer the assets and liabilities of Integration Partial Wind Up Class members who
elected to receive an immediate or deferred annuity to the on-going portion of the Plan,

and to do so as soon as possible. A copy of the September 12, 2012 letter is attached

hereto as Exhibit “H.”

11.  In an email dated September 12, 2012, legal counsel to Canada Life advised
Class Counsel that as at August 31, 2012, the Integration Partial Wind Up surplus was

estimated to be approximately $3.1 million (net of expenses).

12, On September 13, 2012, legal counsel to Canada Life provided Class Counsel
with a copy of a report from Mercer providing an estimate of the financial position on a
solvency bésis of the portions of the Plan affected by the Integration Partial Wind Up
and the partial wind-ups related to the termination of employees of Indago Capital
Management Inc., Adason Properties Limited and Pelican Food Services Limited. A
true copy of this report is attached hereto as Bxhibit “I.”
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13. By letter dated September 13, 2012, Class Coumsel advised Canada’s Life legal
counsel that the unilateral decision to transfer the assets and liabilities of the Integration
Partial Wind Up members to the Plan is not contemplated by the SSA, and is in violation
of the SSA and the Judgment. Class counsel advised that the Plantiffs would oppose any
and 2l steps in this regard by Canada Life. Attached to this affidavit at Exhibit c"J "isa
frue copy of the letter from Kogkie Minsky LLP to Canada Life’s counsel dated

September 13, 2012.

14. I swear this Affidavit in good faith and for no other or improper purpose.

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario,on

September 20, 2012. /

%@’M—P‘N ‘ /ﬂ Guindon

Commissioner for Taking Affidavits
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This is Exhibit "A" referred to in the
affidavit of Anthony Guindon
swom before me, this 20™
day of September, 2012
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© Court File No, 05-CV-287556CP

ONTARIO
SUPERIOR COURT OF JUSTICE
, | - h
TEE HONOURABLE )y FEYORY, THE 54y
MR. JUSTICE PERELL ) OF YR, 2012
BETWEEN:

DAVID KIDD, ALEXANDER HARVEY,
JEAN PAUL MARENTETTE, LIN YEOMANS, SUSAN HENDERSON,
'GARRY C. VTP, and LOUIE NUSPL

Plajntiffs
~and -
A LIFE ASSURANCE COMPANY,
ALLEN LONEY and JAMES R. GRANT
2 Defendants

JUDGMENT

THIS MOTION for an order approving the settlement of this proceeding in
accordance with a Surplus Sharing Agreement made as of the first day of September, 2011 (as
amended) (the “Agreement™) and for an order pusuant .to the Variation of Trusts Act RS.0,
1990, ¢. V.1 was heard this day in the presence of counsel for the Plaintiffs, counsel for The

Canada Life Assurance Company (“Canada Life”) and counsel for the individual trustee

defendants (the “Trustees™).

LEGAL_3:20194527,1)
1050600
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ON READING the Certification. Order herein dated October 28, 2011 (which set
out the common issues, described the Class and Sub-Class members, and stated the nature of the
claims asserted on béhalf of the Class and Sub-Classes, as shown in the copy of the Certification
Order attached as Schedule “4%), the Notice of Motion and the evidence filed by the parties
(including the list of opt outs set out in Exhibit Cto ﬂlle affidavit of Uma Ratpam sworn January

6, 2012 (the “Opt Outs™), and on hearing submissions of counsel for the parties,

1. THIS COURT ORDERS that the settlement of this action on the terms set forth
in the Agreement which is attached as Schedule “B” be and is hereby approved pursuant to
section 29(3) of the Closs Proceedings Act, 1992 and that Canada Life is accordingly entitled to

receive a payment of surplus from the Plan in accordance with Schedule “B”.

2. TEIS COURT ORDERS that the use of capitalized terms in this Judgment shall
have the same niea.ning gs found in the Agreement except to the extent that the definition of a

term in the Agreement and this Judgment conflict, the definition of the term as set out in this

Judgment shall govern.

3. THIS COURT ORDERS that the Agreement is valid and binding on the parties
to this proceeding and on all members of the Class (as defined in the Cextification Order) other
than the Opt Outs (hereinafier “Class Member” or “Class Members”) and that, following
applicable Regulatory Approval, the distribution of surplus shall proceed in accordance with the

terms of the Agreement amongst the Class and Canada Life.

4, THIS COURT ORDERS that an amendment to the Plan in the fomm attached

hereto as Schedule “C”, which provides for the payment of surplus to the parties in accordance

LEGAL_1:20194921.11
1050600
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with the Agreement, subject to applicable regulatory filings, shall be considered valid and

binding except in respect of the Opt Outs, and Canada Life is hereby authorized to make such

amendment as contemplated by the Agreement.

5. THIS COURT ORDERS that Canada Life, forthwith upon receipt of applicable
Regulatory Approval of the proposed distribution of assets and compliance with applicable
legislation, shall cause to be issued transfer instructions to the custédians ofthe Plaﬁ ﬁlnd, or any
successors thereof (the “Custodians™), 1o transfer assets from the Plan fund pursuant to the

Agreement and the Custodiang shall transfer and/or distribute the assets as so instructed in

accordance with the terms of the Agreement.

6. THIS COURT FURTHER DECLARES AND ADJUDGES that the transfer of
assets and ligbilities from the Plan to the New Plan in accordance with the Agreement is lawful

and permissible under the terms of the trusts applicable to those assets.

7. TEIS COURT FURTHER DECLARES AND ADJUDGES that, in accordance

with the Agreement, and subject to such Regulatory Approval as\ may be required by law (if
any):

¢ Canada Life is, has been and will be entitled to use any surplus in the Plan to take
contribution holidays under the Plan with respect fo past, current and future
benefits (whether provided on a defined benefit or defined contribution basis) and

to fund bemefit enhancements with respect to all Plan members (past, present or

future) from time to time.

LEGAL,_1:20104227.11
1050600
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(b)  Canada Life is, has been and will be entitled to use any surplus in the New Plan,
includiﬁg, without limitation, any surplus attributable to assets transferred from
the Plan, t.o take contribution holidays under the New Plan with respect to past,
current and future benefits (whether provided on a defined benefit or defined
contribution basis) and to fund benefit enhancements with respéc’c to all New Plan

members (past, present, or firture) from time to time;

() the Plan validly permits the Plan membership to be further expanded by way of
plan amendment or merger in which case the Plan assets (including surplus) can
be nsed to provide benefits for, and to fimd contribufion holidays under the Plan

taken with respect to, new members (including benefifs transferred from another

pension plan);

(@)  the New Plan validly permits the New Plan membership to be ﬂrﬁer expanded
by way of plan amendment or merger in which case the New Plan assets
(including surplus) can be u'scd to provide benefits for, and to fund contribution.
holidays talcer'l under the New Plan with respect fo, new members (inciuding

benefits transferred from another pension plan);

()  allor aportion of the Plan and the trust fund held in respect of the Plan (the “Plan

Fund*) may be merged with other pension plans and/or other pension. fimds;

(f)  all or aportion of the New Plan and the trust fund held in respect of the New Plan

(the “New Plan Fund*”) may be merged with other pension plans;

LEGAL_1:20194927.11
1050500



56

()  the liabilities in respect of the benefits payable under the Plan and assets in
respect of such liabilities may be transferred out of the Plan (by way of plan
merger or otherwise) and such assets may be used in any importing plan or
merged plan to provide benefits for and to find contribution ho]idayé taken in

respect of all members (past, present or future) of the importing or merged plan;

(h)  the liabilities in respect of the benefits payable under the New Plan and assets in
respect of such labilities may be transferred out of the New Plan (by way of plan
mergér or otherwise) and such assets may be used in any importing plan or
merged plan to provide benefits for and fo fimd confribution holidays taken in

respect of all members (past, present or future) of the importing or merged plan;

@  the assets in the Plan and the New Plan can be used in accordance with the

Agreement including, without limitation, to make the payments contemplated in

the Agreement;

@ Canada Life is, has been and ‘will be entitled to charge to and pay from the Plan
Fund all reasonable expenses in respect of administering the Plan and the Pla;1
Fund including, without imitation, the amounts identified in péragraph S(R)(V)(C)
of the Agfeement, and is, has been, and will be entitled to be reimbursed from the

Plan Fund for any such expenses which it has paid or will pay directly;

(k)  Canada Life was entitled to charge and pay all reasonable expenses related 1o the
administration of any predecessor to the Plan or releted to the administration of

the pension fund of any such predecessor plan from the pension fund held in

LEGAL_1:20124921.10
1050600
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respect of such predecessor plan, and was entitled to be reimbursed from such

pension fund for any such expenses which it paid directly;

o Canada Life is, has been and will be entitled to charge to and pay from the New
Plan Fund all reasonable expenses in respect of admindstering the New Plan and
the New Plan Fund in accordance with the New Plan terms including, without
limitation, all reasonable charges, fees, taxes and other expenses (internal and
external) relating to the design, implementation, administration and investment of
the New Plan and its trust fund together with any charges, fees, taxes and other
expenses (internal and external) relating to the design, implementation,
administration and investment of the Plan that are allocated pro raia to the New

Plan, and is, has been, and will be entitled to be reimbursed from the New Plan

Fund for any-suoh expenses which it has paid or will pay directly;

(m)  subjectto paragraph 10(a) of the Agreement, each Class Member as well as his or

ber heirs, administrators, successors and assigns (the “Releasor”) has released,

discharged and foregone as against
() Canada Life, its parent, subsidiaries and affiliates and each of their .
. respective current and former officers, directors and employees;

(@) the current and former members of the Executive Committee of the
Canada Life Canadian Pension Plan Members® Rights Group;

{11)  the members of the Indago Committee, the Pelican Committes, and the
Adason Commitiee;

(@v)  the Plaintiffs; and
(v)  the Trustees and all former trustoes of the Plan Fund

LBGAL,_1:20194027.11
1050500
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and each of their réspective heirs, administrators, agents, advisors, successors and assigﬁs
from all actions, causes of action, claims and demands for damages, indernmity, costs and
interest and loss or injury of every nature and kind which the Releasor now has, may
bave had or may hereafter have arising from or in any way related to the Integration
PWU, the Pror PWUs, the payment of expenses from the Plan fund, the use of Plan
assets to take contribution holidays, and the implementation of the Settlement, including
all claims raised in the Class Action; and the Releasor shall not make any claim or take
any proceeding in connection with any of the clairs released against any other person or
corporation who might claim contribution or indemmnity under thg provisions of any

statute or at common law or equity from the persons or corporations herein discharged;

@ | in the event any action or proceeding is commenced by one or more Opt-Outs ot a
re,é;ulator raising one or more of the claims contained in the Class Action (other
than a claim by an Opt-Out or Opt-Outs for entitlement fo receive a pro rata share
of surplus allocable to 2 Partial Wind Up) (the “Subsequent Proceeding”), and
in the event the claimant or claimants are successful in the Subsequent
Proceeding, a payment is hereby deemed to have been made on behalf of Canada
Life, the Trustees and any other person Whovis a defendant/respondent in the
Subseqﬁent Proceeding (the “Deemed Payment”) inrespect of and in satisfaction
of any amount found to be owing in the Subsequent Proceeding. The amount of

the Deemed Payment shall be caleulated as follows:

A times (B divided by C) where

LEGAL_1:20194027.11

1050600
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A means: the total amounts that would have been recovered in the
Subsequent Proceeding in respect of such claim or clatms
in respect of all members, former members and past
members of the Plan and New Plan had this Seftlement not

been approved;

B rneans: the total liability under the Plan and/or the New Plan in
respect of the pension benefits accrued by the Class
memmbers and by any Opt-Out (or Opt-Outs) who ate not
parties to the Subsequent Proceeding; and

C means: the total lability under the Plan and/or the New Plan in
respect of the pension benefits accrued by all members of

the Class and all Cpt-Outs;
where “liability under the Plan and/or the New Plan™ means, for PWU Group

Members, lability for accrued benefits measured on a solvency basis ag at the
effective date of the applicable Partial Wind Up, and for Non-PWU Group
Members, liahility for accrued benefits measured on a solvency basis as at Jine
30, 2003, and, where an individual is no longer entitled to any benefits under the
Plan or New Plan on the relevant date referred to in this paragraph because they
received payment in full satisfaction of their benefits, means the amount paid out
to them, without adjustment for interest; however, in no event shall the amount of
the Deemed Payment exceed the amount found to be owing in the Subsequent

Proceeding inclusive of costs and interest;

any judgment rendered or order issued in a Subsequent Proceeding shall take into

account the amount of the Deemed Payment.

THIS COURT FURTHER DECLARES AND ADJUDGES that subject to

paragraph 10 below, the Sub-trust in respect of the assets to be transferred under the Agresment

LEGAL_):20194927.11
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to the New Plan (the “New Plan Trust”) has been validly amended and varied to conform in all
material respects to the draft irust agreement and rélated New Plan text (attached herefo as
Schedules “D” and “B” respectively) with the result that the trust terms in respect of such assets
pexmit all such assets to be used in the manner stipulated in paragraphs 7(b), %d), 7(f), 7(h), 70
and 7(1) above and, pursuant to the Variation of Trusts Act, hereby approves such amendment
and varigtion on behalf of any person having directly or indirectly, an interest, whether Yested or
contingent, under the New Plan Trust who by reason of infancy or o_ther incapacity is incapable
of assenting; and on behalf of any person, whether ascertained or ‘not, who may become a
beneficiary of the New Plan Trust as at a future date or on the happening of a future event or
otherwise bec;)me entitled, directly or indirectly, to an interest under the New Plan Trust as at a

future date ot on the happening of a future event; and on behalf of persons unborn.

9, | THIS COURT FURTHER ORDERS that should the Superintendent of
Financial Services provide his cousent pursuant to the Pension Benefits Act necessary for

implementation of the Settlement and/or the acknowledgement referred to in paragraph 6(a)(x) of

_the Agreement (the “Acknowledgement”), such consent and/or Acknowledgement shall be filed

with this Honourable Court.

10. THIS COURT FURTHER ORDERS that should the Superintendent of
Financial Services refuse to provide his consent pursuant to the Pension Benefits Act necessary
for implemen’cati&n of the Settlement, or should Court Approvai of ﬁe Quebec Superior Court
{as contemplated in paragraph 6(c)(vii) of the Agreement) be denied, as of the date of such

refusal or denial this Judgment shall be null and void and without pfejudice to the rights of the

LEGAL_2:20194927.01
1050600
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parties to proceed with this action and any agreement between the parties incorporated in this

Judgment shall be deemed in any subsequent proceedings to have been made without prejudice,

11, THIS COURT FURTHER ORDERS that should FSCO / the Superintendent of
L Financial Services refiss to provide the Acknowledgement, subject to the condition in paragraph
6(a)(x) of the Agreement being waived by Canada Life within 60 days of Canada Life being
advised of such refusal, this Judgment shall be null and void and without prejudice to the rights
B of the parties to proceed with this action and any égrcemcn’c between the parties incorporated in

this Judgment shall be deemed in any subsequent proceedings fo have been made without

prejudice.

S

L: ENTERED AT / INSCRIT A TORONTO

ON / BOOK NO
f - LE / DANS LE REGISTRE NO.;
(o . ]
- JAN 3 2012
il AS DOCUMENT NO.:
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SCHEDULKE E to the Judgment of Perell J.



THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

FINANCIAL SERVICES COMMISSION OF ONTARIO AND CANADA REVENUE AGENCY
REGISTRATION NQ. 1354563

SURPLUS SHARING AGREEMENT

Made as of the 1 day of September, 2011

AMONG: .
DAVID XKIDD, ALEXANDER HARVEY and JEAN PAUL
MARENTETTE (hereinafter the “Platutiffs’™)

~and-

WILBERT ANTLER, ED BARREIT, ALEXANDER
HARVEY, DAVID KIDD, BRIAN LYNCH, JIM MARTIN,
GARY NUMMELIN, and SHRIRAM MULGUND in their
collective capacity as, and on behalf of, the Executive Committee
of CLPENS (hereinafter the “CLPENS Executive™)

—=and-

LIN YEOMANS, SHAUNA MURRAY and HEINZ SPUDIK in
their capacity as the members of the Pelican Pension Committee
(hereinafter the “Pelican Committes™)

-and-

JOCK FLEMING and SUSAN HENDERSON in their capacity
as the members of the Indago Pension, Comﬁﬁttcc ‘(hereinafter the

“Indago Committee™)
-—and~

GARRY C. YIP and LOUIE NUSPL in their capacity as the
members of the Adason Pension Committee (hereinafter the

“Adason Committes”)
- and -

THE CANADA LIFE ASSURANCE COMPANY
- and —

Those individuals in the Class (as defined herein) who have
retained Members’ Counsel to execute this Agreement on their
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behalf (hereinafter the “Represemted Participants”, by their
counsel)

- and —

Those individuals in the Class who have not retained IMembers’
Counsel to execute this Agreement but who have provided their
individual consents to this Agreement, as undersigned (hereinafter

the “Non-Represented Participants™)

(collectively, the “Parties” and individually a “Party™)

WHEREAS CLPENS is a voluntary association of individuals who are PWUJ
Group Members or Non-PWU Group Members;

AND WHEREAS Canada Life declared a partial wind up of the Plan for the
period between July 10, 2003 and June 30, 2005 following the company’s acquisition by The

Great-West Life Assurance Company (the “Tntegration PWU);

AND WHEREAS it is possible that one or more partial Plan wind ups could be
declared in copnection with certain events occurring prior to the Integration PWU: (i) the
termination of employment of certain Plan members employed by Indago Capital Management
Inc., as a result of the February 26, 1999 merger of that company with Lakefon Investment
Management Ltd.; (if) the termination of employment of certain Plan members employed by
Adason Properties Limited (notified of their temmination during the period November 1, 1999 to
February 28, 2001); and (i) the termination of employment of certain Plan members employerd
by Pelican Food Services Limited, as a result of the outsourcing of certain operations by Canada
Life in 2001 (f declared, the “Yudago PWU”, the “Adason FPWU”, the “Pelican PWU”, and

collectively the “Prior PWUs™); '
AND WHEREAS should one or more Pror PWUs be dedlared prior to the

Settlement Approval Date, a revision to the partial wind-up report filed with FSCO in Tespect of
the Integration PWU will have to be filed with FSCO to incorporate and reflect such Prior

PWUs, including expenses related thereto;

AND WHEREAS the Plaintiffs, supported by CLPENS, have commenced an
action in the Ontario Superior Court of Justice pursuant to the Class Proceedings Act, 1992
(Ontario) (the “Class Action’) through an Amended Statement of Claim dated May 9, 2003,

Court File No. 05-CV-287556CP (including any subsequent amendments, the “Amended
Statement of Claim” herein) relating among other things to entitlement to surplus under the

Plan and the payment of certain expenses out of Plan assets;

AND WHEREAS Canada Life denies any liability with respect to any of the
claims advanced in the Class Action;

AND WHEREAS if the Trustees so request, the Plaintiffs have agreed that they
shall discontinue the Class Action without costs against the Trustees, on the condition that the
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‘Trustees can once again be named as defendants in the Class Action shonld the Settlement
{defined below) not proceed;

AND WHEREAS the Plaintiffs, the CLPENS Ezecutive, and Canada Life
entered into confidential negotiations in an effort to resolve the claims advanced in the Class

Action:

AND WHEREAS the Plaintiffs, the CLPENS Executive, and Canada Life
executed a Memorandum of Understanding made as of November 9, 2007 (the “Integration
MOGT), wherein they agreed, among other things, to enter into confidential negotiations in an
effort to conclude a comprehensive settlement of the claims advanced in the Amended Statement
of Claim, in addition fo all claims relating to the Indago PWU and the Pelican PWU, under an
agreement based on the framework and terms of the Integration MOU (the “Setflement’);

AND WHEREAS the Pelican Committee and the Indago Committee later Jjoined
the negotiations;
AND WHEREAS the Adason Committes and Capada Life entered info a

Memorandum of Understanding made as of Jannary 5, 2010 (the “Adason MOU”), whersin
they agreed, among other things, to join the negotiations; ;

AND WHEREAS those negotiations culminated in the preparation of this
Surplus Sharing Agreement, which contains the material terms of the Seftlement:

NOW, THEREFORE, IN CONSIDERATION OF their mutual covenants, and
for other good and valuable comsideration, the Parties agree as follows:

L INTERPRETATION AND DEFINITIONS

(a)  References in this Agresment to the masculine shall include the ferninine and vice
versa, and references to the singular shall include the plural and vice versa,-as the
context requires. Headings in this Agreement are for convenience of reference
only and shall not affect the interpretation of this Agreement. A reference to a
paragraph, subparagraph or similar division means a paragraph, subparagraph or
other division of this Agreement. Any reference to an agreement by the Parties or
the MOU Parties shall mean an agreement in writing.

(b)  Reference in this Agreement to any Regulatory Approval or Court Approval
means final Regulatory Approval or final Court Approval, as the case may be,
following the expiry of any applicable appeal period or, where an appeal has been

taken, final resolution of that appeal.

{c) Reference in this Agresment to the requirement for an individual to consent to his
or ber transfer to the New Plan includes any additional consents that may be
required from the individual or from the individual’s cutrent or former spouse
and/or the individual's named beneficiary in order to implement the Settlement,
such ag consent to the payment of surplus to Canada Life, or consent to a variation
of trust mvolving funds held in, or to be transferred to, the New Plan, or held in
the Sub-trust or Sub-trusts described in paragraph 6(c)(iii) of this Agrecment.
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In respect of consents that will be required from an individual’s current or former
spouse in respect of such a variation of trust, the parties agree that consents will
be sought directly from spouses in the following circumstances:

6 where the individual is in receipt of a joint and survivor pension from
the Plan, and the spouse is the joint annuitant; or '

6y whete the spouse or former spouse has an entitlement under fhe Plan
purstant to a court order or domestic contract on marriage breakdown;
or .

(i) where the spouse or former spouse is the individual’s designated

beneficiary under the Plan, consent of such spouse/former spouse in,
his or her capacity as such beneficiary. S

The parties agree that they shall obtain an order of the coutt congenting to any
variation of trust hereunder on behalf of all other spouses of individuals affected

by the variation of trust.

Instead of obtaining consent from an individual’s named beneficiary to a variation
of trust, the individual may elect to revoke his or her beneficiary designation
under the Plan, in order for the individual to participate in the Setflement, if the

designation is revocable.

(@  Reference in this Agreement to the requirement for an individual to sign a binding
consent and release that binds them to the Settlement shall mean the signing of
such a consent and release by such date prior to the Settlement Approval Date as
agreed by Capada Life and the MOU Parties (with such agreement not to be
unreasonably withheld), except in the circumstances set out in paragraph 7(1).

(e)  Capitalized terms used in this Agreement have the meanings set out below.

3] “Active Eligible Non-PWU Group Merbers” means those Active
Non-PWU Group Members who are Eligible Nog-PWU Group
Members. .

i “Active Non-PWU Group Members” means employee members of

the Plan on June 30, 2005 plus any individual who Jjoined or joins the
Plan between June 30, 2005 and the date on which the Class Action is
certified by the Court as a class proceeding (none of whom, for grester
certainty, were included in the Integration PWIJ nor in any Prior

PWU).

{i) “Adason Committee” has the meaning set out in the recitals to this
Agreement.

iv) “Adason MOU” has the meaning set out in the recitals to this
Agreement.
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“Adason FPWU” has the meaning set out i the recitals to this
Agreement.

“Agreement” means this Surplus Sharing Agreement,

“Amended Statement of Claim” bas the meaning set out in the
recitals to this Agreement.

“Canada Life” means The Canada Life Asgsurance Company.

“Canada Life’s Surplus Share” has the meaning set out in paragraph
7(a) of this Agreement.

“Cashed-Out Non-PWU Group Members’? means Non-PWU Group
Members who ate no longer entitled to benefits under the Plan on the
Roadshow Mailout Date.

“CCAs" means the following agreements (and “CCA” shall mean any
one of them, as the context may require):

the Communication and Confidentiality Agreement made as of
November 9, 2006 among the CLPENS Executive, the Plainfiffs,

and Canada Life;

the Communication and Couofidentiality Agreement made as of
December 19, 2007 between the Pelican Committee and Canada
Life;

the Communication and Confidentiality Agreement made as of
December 20, 2007 between the Adason Committee and Canada
Life; and

the Commmunication and Confidentiality Agreement made ag of
October 1, 2008 between the Indago Committee and Canada ife;

“Class” means the PWU Group Members, the Non-PWU Group
Members, the former Plan members identified in paragraph 7(i)(ii),
and those persons and estates who may become entitled to a sxplus
payment hereunder upon the death of such an individual, subject to the

order of the Court under the Class Action.

“Class Action” has the meaning set out in the recitals to this
Agreement.

“CLPENS” means the Canada Life Canadian Pension Plan Members’
Rights Group. . .

“CLPENS Executive” means those individuals identified as such on
the first page of this Agreement. -
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“Court Approval” means aﬁy approval, order, judgment or consent of
a Court having jurisdiction over the issue in question and ncludes the
approval of the Québec Superior Court referred to in paragraph

6(c)(vii) of this Agreement.

“Deemed Payment” has the meaning set out in paragraph 6(a)(v)(F)
of this Agreement.

“Eligible Group” means the Eligible PWU Group Members and the
Eligible Non-PWU Group Members,

“Hligible Member Group Surphus Share” has the meaning set out in
paragraph 7(a) of this Agreement.

“Eligible Non-PWU Gronp Members” means Non-PWU Group
Members who meet the criteria in efther (A) or (B) below.

Those Non-PWU Group Members who are not Cashed-Out Non-
PWU Group Membezs who:

(1) are not Opt-Outs, or are Opt-Outs who subsequently sign a
binding consent and release that binds them to fthe
Settlement in a form as agreed by Canada Life and the
MOU Parties (such agreement not to be unreasopably

withheld), and
(2).  consent fo their transfer to the New Plan,

If such a Non-PWU Group Member has not fulfilled these
conditions prior to the Court Approval date on which the variation
of trust contemplated under paragraph 6(c)(ii) is granted, then the
Noo-PWU Group Member may only become an Eligible Non-
PWU Group Member if, prior to the Settlement Approval Date, he
or she signs a binding consent and release that binds him or her to
the Settlement in a form as agreed by Canada Life and the MOoU

Paxties.

Those Non-PWU Group Members who are Cashed-Out Non-PWU

Group Members who:

(1) are not Opt-Outs, or are Opt-Outs who sign 2 binding
consent and release that binds them to the Settlement in a
form as agreed by Canada Life and the MOU Parties {snch
agreement not 1o be inreasonably withheld), and

) consent fo the Settlement.

In order to become Eligible Non-PWU Gréup Members, Cashed-
Out Non-PWU Group Members must fulfill these conditions prior

to the Settlement Approval Date.
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fazd) “Bligible PWU Group Members” means those PWU Group
Members who are either not Opt-Outs or who sign 2 binding consent
and release in a form acceptable to Canada Life that binds them to the
Settlement.
(=) “Eligible PWU Group Surplus Allocation’” has the meaning set out
in paragraph 7(c) of this Agreement.
(xxity)  “Final Partlal Wind Up Surples” has the meaning set out in
paragraph 2(2)(iv) of this Agreement.
(zxiv) “FSCO” means the Financial Services Commission of Ontario.
o ' (xxv) “{Gross Pariial Wind Up Surples™ has the meaning set out in
paragraph 2(a)(i) of this Agreement. _
(zxvi) “Imactive Eligible Non-PWU Group Members” means those
Inactive Nou-PWU Group Members who are Eligible Non-PWU
Group Members.
(xxvil)  “Tnactive Eligible NonPWU Group Surplus Allocation” has the

meaning set out in paragraph 7(c) of this Agreement.

{zxvill) “Inaetive Non-PWU Group Members” means:

(4)  those inactive members of the Plan on Aprl 12, 2005 (being the
date litigation in respect of the Plan was commenced) who were
not included in the Integration PWU nor in any Prior PWU; plus

(B)  any other individuals entitled to benefits under the Plan on Apsil
12, 2005 by virtue of their relationship with a Plan member, where
the Plan mermber died prior to that date and was not included in the
Integration PWU nor in any Prior PWU, such as the surviving
spouse or beneﬁcmry of a deceased Plan member in receipt of &
survivor pension or entitled to a death benefit under the Plan as at

that date.

(zxix)  “Indago Comumitiee’” means those individuals identified as such on
the first page of this Agreement.

(xxx) “Indago PWU” has the meaning set out in the recitals fo this
Agreement.

(xxxi)  “Integration MOU has the meaning set out in the recitals to this
Agreervent.

(xxxiiy  “Integration PWU™ has the meaning set out in the recitals to this

Agreement.
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(xzxil) “Members’ Counsel” means Koskie Minsky LLE, Harrison Pensa

LLP, and Sack Goldblatt Mitchell LIP (or any one or more of ther as
. - the context may require).

(oxdv)  “MIOU Parties” mesans the Plaintiffs, the CLPENS Executive, the
Pelican Cormittee, the Indago Cormittee, the Adason Committee,
and Canada Life,

(x22v)  “New Plan®” means the new registered pension plan established by
Canada Life 2s described in paragraph 6(c) of this Agreement,

Gxxvi)  “Non-PWU Group Members” means the Active Non-PWi Group
Members plus the Inactive Non-PWU Group Members.

(xxxvii) “Non-Represented Participants” means those individuals identiffed

as such on the second page of this Agreement,

(xxxvil) “Opt-Outs” means those individuals or estates who opt out of the

- Class Action.

(zxxix)  “Partial Wind Up Report” means the final report or reports filed
5 : with FSCO relating to the Partial Wind Ups.

. =D “Partial Wind Upg” or “PWIJs” means the Integration PWU and
each of the Prior PWUs, and “Partial Wind Up” means any one of
them as the context may require;

&) “Parties” and “Party” have the meaning set out in the recitals to this
Agreement,
(xliD) “Pelican Committee” means those individuals identified as such on

the first page of this Agreement.

(x1iit) “Pelican PWI” has the meaning set out in the recitals to this
Agreement,

(xliv) - “Plaintifs” means those individuals identified as such on the first
page of this Agreement.

(xlv) “Plan” means The Canada Life Canadian Employees Pension Plan, ag
amended from time to time, :

“Prior PWUs” has the meaning set out in the recitals to this

Acreement
KZ10ement,

(xlvi)

{xdvi) “PWU Group Members” means those members affected by the

Partial Wind Ups who are included in the Partial Wind Up Report.

(xlvii)  “Regulatory Approval” means any neéessary approval from any
government regulator having jurisdiction over the issue in question,
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“Releasor” has the meaning set out in paragraph 6{a)(v)(E) of this
Agreement.

“Represented Participants” means those individuals identified as
such on the second page of this Agreement,

“Roadshow Mailout Date’ means the date on which the first of fhe
roadshow communications are mailed (ie, the mailing to all Clags
members describing the proposed Settlement and giving details of
information sessions or “roadshows” to be held in locations
determined as appropriate by Canada Life, where representatives of
the MOU Parties will provide further dstalls regarding the proposed

Settlement).

“RRSP” means a registered refirement savings plan.
“Settlemeni” has the meaning set out in the recitals to this Agreement,

“Settlernent Approval Date” means the later of the date on which the
Settlement receives Regulatory Approval and the date on which it
receives Court Approval. ’ )

“Settlement Expenses” . has the meaning set out in patagraph
2(a)(ii)(A) of this Agreement.

“Subsequent Consenter” has the meaning set out in paragraph 7()(0)
of this Agreement.

“Subsequent Proceeding™ has the meaning set out in paragraph
6(a)(v)(F) of this Agreement. ’

“Sub-trost” and “Sub-trusts™ have the meaning set out in patagraph
6(c)(iii) of this Agreement.

“Trustees” means James R. Grant, Allen Loney, and AP. Symons,
named as trustees under the Canadian Staff Pension Plan Tirust Deed

made as of July 10, 2003,

Under this Agreement, as further described herein, surplis s_hall be paid out and/or provided as

follows.

(2
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A portion of the surplus in the Plan determined as described in this paragraph 2(a)
will be shared, in accordance with paragraphs 7 and 8 hereof, among Canada Life,
Eligible PWU Group Members, and Inactive Bligible Non-PWU Group Members.

®

Surplus allocable to each Partial Wind Up shall be set out in the Partial
Wind Up Report (in respect of each Partial Wind Up, the “Gross
Partial Wind Up Surplus™). For greater certainty, when determining
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the swplus allocable to each Partial Wind Up, Plan admimistrative
expenses paid or reimbursed from the Plan prior fo the effective date
of the applicable Partial Wind Up, as well as those approved by the
Trustess or their predecessors but not yet paid or reimbursed from the
Plan (plus interest as conternplated under paragraph 6(a)(v)(C) below),
shall first be taken into account before determining the surplus position
of the Plan at the effective date of the Partial Wind Up, and the surplus
allocable to sach Partial Wind Up shall be net of expenses incurred or
to be incurred on tasks necessary to administer such Partial Wind Up
which are separate from this Settlement, including the processing of
basic benefit payments to affected members. .

G Following the application of paragraph 2(a}(i), the portion of the
stuplus allocable to each Partial Wind Up as set out in the Partial Wind
Up Report that iy allocable to PWU Group Members who are not
Eligible PWU Group Members, or allocable to an individual or estate
pursuant fo paragraph 7(j) but the eligibility conditions under
paragraph 7(j) have not been satisfied (determined for each Partial
Wind Up based on the relative Habilities of such PWU Group
Members versus the Habilities of all PWU Group Members included in
that Partial Wind Up, as set out in the Partial Wind Up Report and
calculated as at the effective date of the applicable Partial Wind Up),
subject to Court Approval, shall remain in the Plan pending
distribution pusnant to paragraph 7{I) or further determination
regarding its distribution. .

Following the application of paragraphs 2(2)(i) and 2(a)(@ii), unless

otherwise agreed to in writing by the MOU Parties, the remaining
Gross Partial Wind Up Surplus allocable to each Parfial Wind Up shall

be reduced as follows:

(i)

(4)  all expenses related to the segotiation and implementation of the
Integration MOU and of this Agreement (including ail fees, costs
and expenses described in this Agreement) (“Setlement
Expenses”) incurred up to December 20, 2007 shall be dedncted
from the surplus allocable to the Integration PWU;

(B) 2l Settlement Expenses incurred between December 21, 2007 and
October 1, 2008 shall be deducted from the surplus allocable to the
Integration PWU, the Adason. PWU, and the Pelican PWU, with
each such Partial Wind Up bearing a portion of such expenses pro
rata based on the aggregate liabilities of the members affected by
that Partial Wind Up as compared to the total Habilities of the
members affected by the Integration PWU, the Adason PWU, and -
the Pelican PWU (such liabilities being those shown in the Partial
Wind Up Report as at the date of the applicable Partial Wind Up);
in addition, expenses incurred up to October 1, 2008 that
specifically relate to only one of the Partial Wind Ups (such as
cxpenses related to the negotiation of a memorandum of
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understanding relating only to the members affected by the Partial

Wind Up, or expenses related to proceedings before the Rinancial
- Services Tribunal or other regulatory body) shall be deducted from
. the surplus allocable to that Partial Wind Up;

(C)  the remaining Gross Partial Wind Up Suplus allocable to each
Partial Wind Up shall be further reduced by all expenses of any
nature related to the Partial Wind Ups (other than those already
teken into account putsuant to paragraph 2¢a){D) or the Settlement,
including all Settlement Expenses, incuwred after October 1, 2008
and up to the Setflement Approval Date, with each Partial Wind
Up bearing a portion of such expenses pro rata based on the
aggregate labilities of the members affected by that Partial Wind
Up as compared to the total Habilities of the members affected by
all of the Partial Wind Ups (such liabilities being those shown in
the Partial Wind Up Report as at the date of the applicable Partial

‘Wind Up).

{v) Following the application of paragraphs 2(2)(1), 2(2)(i), and 2(2)(iid),
the surplus allocable to each Partial Wind Up that is available for
distribution in accordance with the Settlement from the Plag or the
New Plan, following Regulatory Approval and Court Approval, shall
be referred to herein, in aggregate, as the “Final Partial Wind Up
Surplus”.

Certain benefits and payments will be provided to the Active Eligible Non-PW{J
Group Members, as further described herein.

3. PRELIMINARY MATTERS .

(2)

(b)
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Provided the necessary consents are obtained as contemplated under this

"Agreement from the individuals who would be included in the applicable Prior

PWU should it be declared, and provided Court Appreval .of the Settlerhent has
been obtained as contemplated in this Agreement and the Settlement is proceeding
in respect of the Integration PWU, Canada Life shall declare (as applicable) the
Indage PWU, the Adason PWU, and the Pelican PWU as part of the

implementation of the Settlement.

No Party shall commence any legal proceeding against any other Party during the
term of this Agreement pertaining to the Class Action, other than in accordance
with, or in the context of implementing, this Agreement. While the Parties
recognize that they cannot bind the pension regulators, the Parties {ully support
any proceedings or investigations before FSCO/the Financial Services Tribunal or
the Superintendent of Financial Services for Ontario or any other regulatory or tax

authority relating to the Class Action claims being held and matutained in

abeyance, pending the final and binding settlement of such clains for all purposes
pursuant to this Agreement. In addition, the Parties shall fully co-operate in the
resolution of any Prior PWUs reflected in the Partial Wind Up Report,
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(e

Any Settlement will not be conditional on the successful settlement of the clajms
on the Plan relating to Prior PWUs,

COMMUNICATIONS AND CONFIDENTIALITY

Notwithstanding anything in this Agreement to the contrary,

(a)

(b)

the parties to each CCA (who are also Parties to this Agreement) shall abide by

the terms of the applicable CCA, which CCAs are in full force and effect znd shall

contimue to be in force until the termination of Sett}cment discussions or as
otherwise provided in the CCAs; and

all information desctibed in paragraph 5(d), together with any personal

information obtained directly by a party to a CCA (or by that party’s agents or
advisors) from Class members, shall be deemed “Confidential Information”™ for

purposes of the CCAs and shall be used only for the limited purposes of
implementing the Settlement as described herein, except for any personal
information needed by Canada Life for proper future administration of the Plan or
New Plan. Forthwith following the Setflement Approval Date, all such
information, or copies or notes thereof, shall be promptly delivered by each such

* party to their legal counsel to be held on a strictly confidential basis and shall not

be used or disclosed thereafter for any purpose that does not directly relate to the
Settlement (for greater cettainty, however, Canada Life and its agents and advisors
may refain such information during the period following the Settlement Approval
Date for such time as is necessary in order to amrange for the surplus Payments to
be made pursnant to the Settlement or in order to otherwise administer the Plan or
New Plan). Any electronic copies of such nformation not in the possession of
such a party’s legal counsel shall be permanently deleted wherever located or
stored. ‘Written confirmation of full compliance with this paragraph 4(b) shall be
provided by each such party to the other parties to the applicable CCA following

the Settlement Approval Date.

5. PROCESS TO SETTLENENT

(2)

®

(©
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This Agreement will be endorsed and recommended to PWU Group Members and
Non-PWU Group Members by the MOU Parties.

The MOU Parties shall take co-operative steps to obtain the consents to this
Agreement from PWU Group Members that are necessary in order to obtain
Regulatory Approval and Court Approval of the Settlement.

The MOU Parties shall also take co-operative steps to obtain consent from Nom-
PWU Group Members to transfer to the New Plan as necessary, and any
additional such consents from the Eligible PWU Group Members as described in
paragraph 6(c)(i)(B) hereof (related to those Eligible PWU Group Mermbers who
consent to being transferred to the New Plan), that are necessary in order to obtain

Regulatory Approval and Court Approval of the Settlernent.
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(d)  With appropriate Court Approvals, Canada Life will provide Members’ Counsel
and authorized consultants with such information as is required by Members’
Coumnsel for the limited purpose of locating PWU Group Members and Non-PWU
Group Members and obtaining and verifying the consents required under this
Agreemnent in order fo implement the Settlement. Upon receipt of the necessary '
PWU .Group Member and Non-PWU Group Member consents described in
paragraphs 5(b) and 5(c), the Parties shall co-operate to obtain all necessary
Regulatory Approvals and Court Approvals and to implement this Agreement in

accordance with its terms.

(&)  In the event Court Approvals under paragraph 6(c)(ii) (related to the variation of
trust in respect of assets transferred to the Sub-trust or Sub-trusts) are not obtained
and the requirements of paragraph 6(c)(iii) are not waived by Canada Life, Canada
Life agrees that it will not object to the Class Acton being fast-tracked. In terms
of the certification motion, Canada Life reserves the right to make submissions on

.the proper formulation of the common issues.

PRECONDITIONS TO SETTLEMENT; STRUCTURE

2

(a)  The Parties agree that any Settlement will be conditional upon the terms and
conditions set forth in this paragraph 6(2) being fully satisfied:

@ any and all Regulatory Approvals and/or Court Approvals required to
implement the Seftlement are obtained, and as of the Setflement
Approval Date no regulatory authority or Court has objected to any of
the terms of this Agreement or to its implementation, or issued an

order contrary to its texms;

(i Opt-Outs shall not exceed any of the following thresholds:

(A)  2.5% of the PWU Group Members;

(B)  such nimber of PWU Group Members whose aggregate actuarial
' wind up liabilities in the Partial Wind Up Repott equal 5% of more
of the total PWU Group Member acmarial wind up liabilities in the

Partial Wind Up Report;

{C)  2.5% of the Non-PWU Group Members; or

(D)  such number of Noo-PWU Group Members whose aggregate
actuarial wind up Habilities in the Partial Wind Up Report equal
5% or more of the total Non-PWU Group Member actuarial wind
up Habilities in the Partial Wind Up Report;

(iif) The aggregate actuarial wind up Habijlities in the Partial Wind Up
Report of those Non-PWU Group Members who are not Cashed-Out
Now-PWU Group Members and who do not become Eligible Non-
PWU Group Members pror to the Court Approval date on which the
vatiation of trust comterplated under paragraph 6(c)(iii) is obtained
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shall not exceed 10% of the total actuarial wind up liabilities of all
Non-PWU Group Members in the Partial Wind Up Report who are not

Cashed-Out Non-PWU Group Members;

No member of the CLPENS Executive, ﬂle'lndago Committee, the
Pelican Committee, or the Adason Committee, nor any of the

Plaintiffs, shall become Opt-Outs; :

As part of the Cowrt Approval of the Settlement, the following
declarations shall be made by the Court in relation to the Plan and/or
the New Plan as the same shall exist after implementation of the

Settlement:

subject to applicable regulatory compliance, Canada Life is, has
been and will continve to be entitled to: expand the membership of
the Plan and/or the New Plan by way of plan amendment or merger
and use assets in the Plan and/or New Plan (including surplus) to
provide benefits for and fund contribution holidays with respect to
new members, including benefits transferred from another pension
plan; merge all or a portion of the Plan and/or the New Plan with
other pension plans; use all or part of any surplus, howsoever
arising, from time to time, to take contribution holidays in the Plan
and/or the New Plan with respect to past, current and future Plan
and/or New Plan benefits (of any kind) and/or to fiund any benefit
enhancements with respect to any or all Plan and/or New Plan
members (past, present, or future); and, withont Timiting the
* generality of the foregoing, Canada Life is entitled to fund defined
contribution benefits provided in the Plan and/or New Plan from
the accumulated actuarial surplus that exists from time to time in
the Plan and New Plan respectively (for greater certainty, other
than in the context of the Partial Wind Ups, the declarations made
by the Court shall not address entitlement to surphis distribution
upon any future termination of the Plan or New Plan in whole or in

part); ’

the surplus in the Plan and the New Plan, howsoever arising, can
be used in accordance with the Settlement in respect of the Eligible
PWU Group Members and the Eligible Non-PWITF Group

Members, including, without Iimitation, to fund all benefit,
expense and other payments as conterplated in paragraphs 2, 7, 8

and 9 of this Agreement;

all reasonable charges, fees, taxes and other expenses (internal or
external) charged to and paid or reimbursed from Plan assets or
predecessor Plan assets prior to the execution of this Agreement, or
approved by the Trustees (or their predecessors) prior to the
execution of this Agreement but not yet paid or reimbursed, are
proper and valid and shall be paid from the Plan or the New Plan,
as the case may be, forthwith inm conjunction with the
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implemnentation of this Agreement following the Seitlement
Approval Date (together with interest on any such expenses
approved, but not yet paid or reimbursed, calculated from the date
such expenses would othersise have been paid from the Plan in
the normal course, with the rate of interest determined in
accordance with paragraph 10(e)); in addition, all reasonable
charges, fees, taxes and other expenses (mternal or external)

‘incurred at any time in the future relating to the design,

implementation, administration and investment of the Plan and its
trust fund following the execution of this Agreement are proper
and valid and may be paid from the Plan;

the provisions of the New Plan and related trust deed are valid and
effective to permit all reasonable charges, fees, taxes mnd other
expenses (internal or external) as described therein relating to the
design, implernentation, administration and investment of the New
Plan and its trust fund, to be charged to, and paid or reimbursed
from, the New Plan trust fund, together with any charges, fees,
taxes and other expenses (internal or extemal) relating to the
design, implementation, administration and Investment of the Plan
that are allocated pro raza to the New Plan;

subject to paragraph 10(z) hereof, any member of the Class who
does not opt out of the Class Action as well as such person’s heirs,
adrninistrators, successors and assigns (the “Releasor™) releases

and forever discharges

(1) Canada Life, its parent, subsidiaries and affiliates and each
of their respective current and former officers, directors and

employees;

(2) . curent and former members of the GLPENS Execytive:

(3) the members of the Indago Committes, the Pelican
Committes, and the Adason Committes;

{(4)  the Plaintiffs;
(5)  theTrustees and their predecessors

and each of their respective heirs, administrators, agents, advisors,
successors and assigns from all actions, causes of action, claims
and demands for damages, indemnity, costs and interest and loss or
injury of every mature and kind which the Releasor now has, may
have bad or may hereafter have arising from or in any way related
to the Integration PWU, the Prior PWUs, the payment of expenses
from the Plan fund, the use of Plan assets to tike contribution
holidays, and the implementation of the Settlement, inchuding all
claims raised in the Amended Statement of Claim; the Releasor
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further agrees not to mgke any claim or take any proceeding in
connection with any of the claims released against any other
person. or -corporation who might claim contribution or indemuity
under the provisions of any statute or at common law or equity
from the persons or corporations discharged by such court order;

(F)  in the event any action or proceeding is commenced by one or
mors Opt-Outs or a regulator raising one or more of the claims
contained in the Amended Statement of Claim (other then a claim
by an Opt-Out or Opt-Outs for entitlement to receive a pro rata
share of surplus allocable to a Partial Wind Up) (the “Subseqment
Proceeding™), and in the event the claimant or claimants are
successful in the Subsequent Proceeding, a payment is hereby
deemed to have been made on behalf of Canada Life, the Trustees
and any other  person who is a defendant/respondent i the
Subsequent Proceeding (the “Deemed Payment”) in respect of
and in satisfaction of any amount found to be owing in the
Subsequent Proceeding. The amount of the Deemed Payment shall

be calculated as follows:

A times (B divided by C) where

the total amounts that would have been recovered in
the Subsequent Proceeding in respect of such claim
or claims in respect of all members, former
members and past members of the Plan and New
Plan had this Settlement not been approved;

A means;

the total liability under the Plan and/or the Neyw
Plan in respect of the pension benefits accrued by
the Class members and by any Opt-Out (or Opt-
Outs) .who are not parties to the Subsequent
Proceeding; and-

B means:;

the total liability under the Plan and/or the New
Plan in respect of the pension benefits accmed by
all membets of the Class and all Opt-Outs;

C means:

where “lsbility wmder the Plan and/or the New Plan™ means, for
FWU Group Members, liability for acorned benefits measured ona
solvency basis as at the effective date of the applicable Partial
Wind Up, and for Non-PWU Group Members, liability for accrued
benefits measured on a solvency basis as at June 30, 2005, and,
where an individual is no longer entitled to any benefits under the
Plan or New Plan on the relevant date referred to in this paragraph
because they received payment in full satisfaction of their benefits,
means the amount paid out to them, without adjustment for
interest; however, in no event shall the amount of the Deemed
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Payment exceed the amount found to be owing in the Subsequent
Proceeding inclusive of costs and interest;

any judgment rendered or order issued in a Subsequent Froceeding
shall take into account the amnount of the Deemed Payment; and

liabilities in respect of benefits payable under the Plan snd/or the
New Plan and assets in respect of such Iiabilities may be
transferred out of the Plan and/or New Plan (by way of plan
merger or otherwise) subject only to such regulatory approvals as
may be required by law and such assets may be used in any
importing or merged plan to provide benefits for and to fund
contribution holidays taken in respect of all members (past, present
or future) of the importing or mexged plan.

[intentionally Jeft blank]
[intentionally left blank]
[intentionally left blank]
[intentionally left blank]

FSCO/the Superintendent of Financial Services for Ontfario
acknowledges in writing in a form acceptable to Canada Life that
FSCO’s Plan expense investigation has been permanently

discontinued;

consents to this Agresment from PWU Group Members are obtained
from at least seventy-five percent (75%) of the individuals included in
the Integration PWU; in addition, in order for the Settlement to °
proceed in respect of any Prior PWU, consents fo this Agreement must
be obtained from at least seventy-five percent (75%) of the individualg
included in such Prior PWU, but failure to obtain such consent shall -
not prejudice the implementation of the Settlement in respect of the
Integration PWU (for purposes of determining whether the 75%
threshold has been met, where a PWU Group Member has died before
teceiving his or her individual allocation of the Eligible PWU Group
Surplus Allocation, the consent of the individual or estate identified in
paragraph 7(j) of this Agreement shall be counted instead of the

consent of the-deceased PWU Group Member); and

to the extent Canada Life exercises its discretion pursuant to paragraph
6(c)(i)(B) of this Agreement in respect of all PWU Group Members,
consents to transfer to the New Plan are obtained from such number of
PWU Group Members in each Partial Wind Up whose apgregate
actuarial wind up Habilities in the Partial Wind Up Report equals
ninety percent (90%) ot more of the total PWU Group Member
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actuarial wind up labilities in the Partial Wind Up Report in respect of
the applicable Partial Wind Up.

The above terms and conditions are for the sole benefit of Canada Life and can be
waived by Canada Life, in whole or in part, in its sole discretion at any time,

(b)  [intentionally left blank]

{© The Settlement shall be structured as follows:

@
(i)

[intentionally left blank]

Canada Life will establish the New Plan and will establish a related
new trust fund held by individual trustees or a qualified corporate

trustee, into which shall be transferred:

(4)  all Eligible Noo-PWU Group Members, except for

®

(8
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(1)  those Eligible NonPWU Group Members who are
designated by Canada Life under paragraph 6(c)(iv) hereof
to rernain in the Plan,

)] any Non-PWU Group Members who become Eligible Non-
PWU Group members after the Court Approval date on
which the variation of trust contemplated under paragraph
6(c)(iii) of this Agreement is obtained by signing a binding
consent and release in a form acceptable to Canada Life
that binds them to the Settlement, and

3 those Eligible Non-PWU Group Members who are Cashed-
Out Non-PWU Group Members

together with such transferees’ existing Plan benefit liabilities phus
pro rata Plan asseis related to the ongoing portion of the Plan;

to the extent, and only to the extent, required by Canada Life in jts
sole discretion, all Eligible PWU Group Members who consent to
their transfer to the New Plan, together with such transferees’
existing Plan benefit liabilities and related pro ratz Plan assets (for
greater certainty, ineluding pro rata Final Partial Wind Up Surphis
related to the applicable Partial Wind Up) (should such transfer
occut, references in this agreement to the “Plan” shall be read as
references to the “New Plan™, as the context Tequires); and

those spouses, beneficiaries, and estates mentioned in paragraph
8(f) of this Agreement (other than paragraph 8D or 8(H3ED),
together with such transferees” existing Plan benefit liabilities and

related pro rata Plan assets, provided that they fulfit the conditions

imposed under paragraph 8(E)(iii) or 8(F)(iv), as applicable;
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(i) At the date those Bligible Non-PWU Group Membess described in
paragraph 6(c)(H)(A) are transferred to the New Plan, its provisions for
those of them who are employee members at the time of fransfer shall
be the same as the provisions of the Plan, except for those New Plan
provisions which are required in order to implement the Setflement
(including any provisions necessary to expressly reflect the
declarations being sought as described in paragraph 6(a)(v}), and
subject to paragraph 8(c). For greater certainty, subject to paragraph
8(c), such provisions shall be subject to future amendment in the
normal course pursuant to the amending provision in the New Plan.

The provisions of the New Plan and the trust deed establishing- the
New Plan tmst fimd (other than the provisions relating to surplus
ownership on New Plan wind-up) shall be confirmed and validated by
the Court pursuant to a variation of trust and any other appropriate
order. The trust deed may contain such provisions as are necessary to
reflect the terms of the New Plan and to facilitate the appolntment of a
corporate. frustes to hold the New Plan trust fund, For greater
‘certainty, the variation of trust shall proceed prior to the transfor of
assets and [iabilities to the New Plan contemplated in paragraph
6(c)(i1) above, by the creation of ome or more new trusts under the
Plan (the “Sub-trust” or “Sub-trusts™) and the transfer of such asseis
and lisbilities first into that Sub-trust or Sub-trusts, which Sub-trust or
Sub-trusts shall be the subject of the vadation of trst,

After the variation of trust described in this paragraph 6(c)(iti) has
been obtained, the Sub-trust or Sub-trusts shall be transferred to the
fund for the New Plan and held under the trust deed establishing the

New Plan trust fund;
- i) All Non-PWU Group Menbers who
= , (A)  arenot Eligible N on-PWU Group Members,.or

(B)  are Eligible Non-PWU Group Members as descrbed in paragraphs .
6(C)ED(AXR) or (3) hereof,

and such Active Eligible Non-PWU Group Members as Canada Iife
shall, in its absolute discretion, determine appropriate, together with al]
Eligible PWU Group Members not affected by any exercise of Canada
Life’s discretion under paragraph 6(c)()(B) hereof such that they
move to the New Plan, shall remain in the Plan;

43 The Settlement shall be implemented from the New Plag, and related
trust fund in respect of Active Eligible Non-PWU Group Members
who transfer to the New Plan and begin accruing bensfits thereunder,
and the Settlement in respect of all other Active Eligible Non-PWUJ
Group Members (including those designated by Canada Life pursuant
to paragraph 6(c)(iv) to stay behind in the Plan), Eligible PWU Group
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Members, and Inactive Eligible Non-PWU Grovp Members shall be
implemented from the Plan and related trust fund (or the Sub-trust or

Sub-trusts as applicable); and

) [intentionally left blank]

(vif) The Patties shall take all appropriate steps to ensure that all required
Regulatory Approvals and Court Approvals are obtained. For greater
certainty, Court Approval shail initially be obtained from the Ontario
Superior Court of Justice, and the Plaintiffs shall file an application in
the Québec Superior Court for recognition and enforcement of the
Court Approval obtained in Omtario. Should the Québec Superior
Court refuse to recognize the Court Approval obtained from the
Ontario Superior Court of Justice, separate class proceedings shall be
initiated in Québec by appropriate represemtatives of the Class as
identified by Members® Counsel, in order to obtain the necessary
Court Approval of the Québec Superior Court approving and
implementing the Setflement in respect of Québec members of the
Class. The costs associated with any such separate class proceedings,
inclnding any costs for local counsel to represent members, shall be

treated as Settlernent FExpenses under this Agreement.

SURPLUS ALLOCATION; PWU GROTP

Final Partial Wind Up Surplus shall be shared 30.34/69.66 between Canada Life
(30.34%) (*Canada Life’s Swrplus Share’”) and the BEligible PWU Group
Members (69.66%) (the “Eligible Member Group Surplus Share”), subject to

paragraphs 7(c) and 8(g).

Final Partial Wind Up Surplus sharing between Canada Life and Eligible PWU
Group Members will be on a strict 30.34/69.66 basis. Any “dilution” (for
example, through the mandatory inclusion by a regulator of additional individeals
in the Prior PWUs and/or the Integration PWU who are not otiginally
conterplated by this Agreement, and who become Eligible PWU Group
Members) must be addressed through the allocation of the Eligible Member Group
Surplus Share and will not adversely affect Canada Life's 30.34% Final Partial
Wind Up Surplus share. It is recognized that if there are any additional partial
Plan wind ups discovered or declared prior to final implementation of the
Settlement, the Partial Wind Up Report, and the Hability, asset and surplus
calculations set out therein, may have to be revised, in which case the Final Partial
Wind Up Surplus shares and distribution may be revised. In this regard (and
leaving aside any potential disposition of the Prior PWUs), Canada Life is
maware of any declared past partial Plan wind ups, other than the Integration,

PWU.

The Eligible Member Group Surplus Share shall be allocated as between the
Hligible PWU Group Members (the “Eligible PWU Group Surplus Allocation™)
and the Inactive Bligible Non-PWU Group Members (the “Inactive Eligible Non-
PWU Group Surplus Allocation”) on the following basis:
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@ the Eligible PWU Group Surplus Allocation shall be 57.22% of the
Final Partial Wind Up Surplus; and

{ii) the Inactive Eligible Non-PWU Group Surplus Allocation shalf be

12.44% of the Final Partial Wind Up Surplus,

and the Inactive Eligible Non-PWU Group Surplus Allocation shall be allocated
and distributed among individual Inactive Eligible Non-PWU Group Members in

accordance with paragraph 8 hereof.

Following the allocations described in paragraphs 7(a), 7(b), and 7(c), the portion
of the Final Partial Wind Up Sumplus allocable to each Partial 'Wind Up and
available for shating as described in paragraph 2(a) shall not be aggregated and
shared as a common pool among all Eligible PWU Group Members; instead, the
portion of the Final Partial Wind Up Surplus allocable to each Partial Wind Up
and available for sharing as described in paragraph 2(=) shall only be shared
among the Eligible PWU Group Members affected by that Partial Wind Up. The
Eligible PWU Group Surplus Allocation, net of any allocation made pursuant to
paragraph 7(i), shall be allocated among individual Eligible PWU Group Members

pro rata to the liabilities set out in the Partial Wind Up Report as at the applicable
partial wind up date for each such Member, exclnding

G any statutory grow-in bepefits, and

(€39)] any additional libability for Members who may elect to receive their
benefits in a form of an immediate or deferred annuity

subject to a minimum individual allocation as set out in paragraph 7(g), having
regard to applicable regulatory requirements.

The Parties agree that PWU Group Members shall be given their portability rights

" under section 73(2) of the Pension Benefits Act (Ontatio) or under a similar

provision in the pension standards legislation applicable to thern. Canada Iife
will arrange for an anmuity to be purchased for any PWU Group Member who
elects to receive (or is deemed to have elected) a deferred or immediate pension,
and the pension provided via such annuity, including indexation (if any), shall be
determined in accordance with the terms of the Plan. Any annvities purchased for
pensioners or other Plan or New Plan members or former members in conjunction
with the Partial ‘Wind Ups shall be insured zmnuities, and, subject to such
reasonsble administrative limits as may be imposed by Capada Life, annuities
shall only be purchased for an amount that on the date of purchase is within the
Assuris limits. The Parties agree that any annuities will be purchased following a
competitive bidding process, which may include as potential anouity providers
Canada Life and/or amy of its affiliates.

Individual allocations of the Eligible PWU Group Surplus Allocation will be
distributed to Eligible PWU Group Members from the Eligible Member Group
Sutplus Share as a lump sum cash amount, less statutory withholdings, provided,
however, that any Eligible PWU Group Member with an individual allocation In
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excess of $15,000 (as estimated by Canada Life as at a date prior to the date on,
which surplus is distributed porsuant to the Settlerment, such prior date to be
determined by Canada Life in its sole discretion), will be permitted, subject to
appropriate certification of available RRSP contribution room, compliance with
the requirements of all applicable laws and receipt of all necessary Regnlatory
Approvals, to coniribute all or part of the amount of the smplus allocation to

His/her RRSP without tax withholdings.

' (g  The minimum surplus allocation to each Eligible PWU Group Member shall be
$1,000,

()  [intentionally left blank]

£ A portion of the Eligible PWU Group SurpIus; Allocation aitributable to the
Integration PWU shall be allocated to:

o those Inactive Eligible Non-PWU Group Members who otherwise
would have been included in the Integration PWU, but for the fact that
they were employed in 2 Canadian jurisdiction that at the relevant time
did not recognmize partial pemsion plan wind ups in its pension
legislation; and to

@) any former mermbers of the Plan who otherwise would have been
included in the Integration PWU, but for the fact that they were
employed in 2 Canadian jurisdiction that at the relevant time did not
recognize partial pension plan wind ups in its pension legislation, who
were not inactive members of the Plan on April 12, 2005 and who are
not Opt-Outs

5o that sach such individual receives a tofal amount of surplus which, after taking
into account the amount (if any) they receive under paragraph 8(d) of thig
Agreement, is equal to the amount they would have received had they been
treated as Eligible PWU Group Members affected by the Integration PWU

hereunder.

@ Should any PWU Group Member die before receiving the portion of his or her
individual allocation of the Eligible PWU Group Surplus Allocation described in
paragraph 7(f), the amount of such surplus that would have been payable to such
individual will instead be payable as follows, provided the applicable conditions

have been fulfilled:;

i Where the PWU Group Member is survived by a spouse or former
spouse who at the time of the PWU Group Member’s death s entifled
to 2 pension or other death benefit under the Plan, the swplus shall be
paid to that spouse or former spouse; provided that if the death occurs
before the Settlement Approval Date such spouse or former spouse, as
well as the PWIT Group Member's estate and any beneficiary or
beneficiaries designated by the PWU Group Member under the Plan,
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are either not Opt-Cuts or sign a binding consent and release in a form
acceptable to Canada Life that binds them to the Settlement; or

If there 8 no such spouse or former spouse, if the PWU Group
Member designated a beneficiary or beneficiaries under the Plan and
the beneficiary or beneficiaries were entitled to death benefits under
the Plan at the time of the PWU Group Member’s death, the surplus
shall be paid to the beneficiaty or beneficiaries (if to more than one
beneficiary, in the same proportion as the death benefits); provided
that if the death occurs before the Setflement Approval Date, the
beneficiary(ies) and the estate of the deceased PWU Group Member
are either not Opt-Outs or sign a binding consent and release in a form
acceptable to Canada Life that binds them to the Settlement; ox

¥f there is no such spouse.or former spouse and no such beneficiary
entitled to death benefits under the Plan at the time of the PWU Group
Member’s death, surplus shall be paid to the deceased PWU Group
Member’s estate; provided that If the death occurs before the
Settlement Approval Date the estate, as well as any beneficiary(ies)
designated by the deceased PWU Group Member under the Plan, are
either not Opt-Outs or sign a binding consent and release in a form

_ acceptable to Caniada Life that binds them to the-Settlement.

In advance of Regulatory Approval of the Partial Wind Up Report, Canada Life
way apply for Regulatory Approval to process the payment of pension benefits of

some or all of the PWU Group Members.

Distribution of any remaining surplus following the Settlement Approval Date
shall proceed as follows.

ity

4

Should any PWU Group Member who is not an Eligible PWU Group
Member, or any individual or estate referred to in paragraph 2(a)(ii),
come forward within two years following the Settlement Approval
Date, and such PWU Group Member, individual or estate signs a
binding consent and release in a form acceptable to Capada Life fhat
binds the PWU Group Member, individual or estate to the Seftlement,
and as required by Canada Life provides an effective and binding
consent to any variation of trust needed in order to pay a portion of the
remaining surplus to Canada Life, then the portion of surplus allocable
to such PWU Group Member, individual or estate (provided the PWU
Group Member, individual or estate fulfils such conditions, a
“Subsequent Consenter”), 25 described in paragraph 2(a)(ii), shall be

distributed a5 follows:

First, a percentage shall be determined, by dividing (1) by (2),
where (1) is the amount of the Settlement Expenses paid up to the
Settlement Approval Date, and (2) is the amount of the Gross
Partial Wind Up Sutplus less the amount of surplus determined in

accordance with paragraph 2(a)(ii);
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Next, the amount of surplus allocable to the Subsequent Consenter
shall be multiplied by the perventage obtained pursuant to

paragraph 7((D(A);

(€©)  Next, the amount of surplus allocable fo the Subsequent Consenter

shall be reduced by the amount determined pursnant to paragraph
TOEH®); :

(@) 57.22% of the amount determined pursuant to paragraph THEO(C)

&)

(&)

®B)

(&

shall be distributed to the Subsequent Consenter; and

30.34% of the amount determined pursuant to paragraph 7Q)()(C)
shall be paid to Canada Life. '

Two vyears after the Settlement Approval Date, any Settlement
Expenses’ which remain unpaid shall be paid from any remaining
surphss allocable to all Subseguent Consenters who have come
forward up to such date (ie., after the payments described in

paragraphs 7(HE(D) and 7DEHE).

I any surplus allocable to all Subsequent Consenters who have come
forward up to the date which is two years after the Settlement
Approval Date remains following the payments in paragraphs 7()(1)
and 7()(i) above, and such amount of surplus is equal to or greater
than $150,000, then such amount chall be distributed to the Inactive
Eligible Non-PWU Group Members, in equal shares, subject to the

following conditions:

should any Inactive Eligible Non-PWU Group Member have died,
then the surplus amount shall be paid instead pursuant to the
provisions set out in paragraph 8(f), applied mutaris rutandis;

to the extent that any such amount is paysble to an Inactive
Eligible Non-PWU Group Member whose benefits under the Plan
and/or the New Plan are or were subject to Québec Jjurisdiction, or
is payable to an individual or estate following the death of such a
person, then such surplus payment shall not be made from the Plan
or the New Plan; instead, Canada Life will receive such amount as
a surplos share under this Agreement, and Canada Life shall pay
such amounts to the proper recipient out of Canada Life’s surplus

share;

if any Inactive Eligible Non-PWU Group Member (or their spouse,
beneficiary, or estate as applicable) cannot be located, then the
arnount payable shall be dealt with in accordance with paragraphs
12(f) and 10(d), applied mutatis mutandis.

I the amount of surplus allocable to all Subsequent Consénters who
have come forward up to such date (if any) remaining following the

" T——
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payments in paragraphs 7¢{D)(1) and 7(1)(ii) above is less than $150,000,
then such amount shall be paid to Canada Life. )

) Should a Subsequent Consenter come forward more than two years
following the Settlement Approval Date, then the portion of surplus
allocable to such Subsequent Conmsenter as described in paragraph

2(a)(i) shall be distributed as follows:

(A)  The amount of surplus allocable to the Subsequent Consenter shall
be multiplied by the percentage obtained pursuant to paragraph
THEAY;

(B)  The amount of surplus allocable to the Subsequent Consenter shall
be reduced by the amount determined pursuant to paragraph
TDXA);

(C)  57.22% of the amount determined pursuant to paragraph 7(D(v)(B)
shall be distributed to the Subsequent Consenter; and

(D) The remainder of the surplus allocable fo the Subsequent
Consenter shall be paid to Canada Life.

NON-FWU GROTP
Active Eligible Non-PWU Group Members

(a)

{b)

LEGAL, 122000537510
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Each Active Eligible Non-PWU Group Member shail be provided with a member
contribution holiday under the Plan (in the case of an Active Bligible Noo-PWU
Group Member designated to remain in the Plan pursuant to paragraph 6(c)(iv)
hereof) or under the New Plan, as the case may be, for a period of 24 months
commencing on the fizst day of Jammary following the Seltlement Approval Date.

Where an Active Eligible Non-PWU Group Member ceases benefit accruals
before the end .of the 24 month contribution holiday period, he or she shall be
provided with a lump sum cash payment out of the Plan or the New Plan as
applicable, less applicable withholdings, equal to the amount of the contribution
holidays that otherwise would have been provided during the remainder of the 24
month period, based on the member's salary immediately prior to his or her
cessation of benefit accruals (except for field managers, where the basis will be
the salary paid to them during the 12-month petiod immediately preceding the
cessation of benefit accruals). ‘Where the cessation of benefit accruals is due to
the death of the Active Eligible Non-PWU Group Member (or should an Active
Non-PWU Group Member die before becoming an Active Hiigible Non-PWU
Group Member), this lump sum payment shall be made to the recipient of any
death benefits under the Plan or New Plan as a result of the death Gf the death
benefits-are payable to more than one recipient, the lump sum shall be divided in
the same proportion as the death benefits), or if there is no such person, to the
estate of the member, provided that such person or estate is not an Opt-Out and, if

necessary, consents to transfer to the New Plan.
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Where an Active Eligible Non-PWU Group Member is on long term disability
during all or a portion of the 24 month contribution holiday period, at the end of
the 24 month period he or she will receive a lump sum payment out of the Plan or )
the New Plan as applicable, less applicable withholdings, equel to the amount of
his or her contributions waived on account of the disability during the 24 month

coniribution holiday. -

Where an Active Eligible Non-PWU Group Member i3 on a leave of absence
from Capada Life and is not accruing benefits under the Plan or the New Plan _
during all or a portion of the 24 month contribution holiday period, then at the end
of the 24 month period he or she will receive a lump sum payment out of the Plan B
or the New Plan as applicable, less applicable withholdings, equal to the amount
of his or her contributions that would have been payable to the Plan or New Plan,
as applicable, based on the salary that was being paid to the member immediately
prior to the leave (except for field managers, where the basis will be the salary
paid to them during the 12-month peried immediately preceding their leave),
except that where such individual is in receipt of Employment Insurance benefits
during their Jeave of absence, the lurnp sum payment shall not be made until they n
return 10 active employment or their employment terminates, whichever oceurs W

first.

If a cash payment is owing from the Plan or New Plan as contemplated under this
paragraph 8(b), notwithstanding this paragraph 8(b) and paragraph 6(c)(v),
Canada Life in its sole discretion may pay such amount instead out of its
.corpotate revenues (and shall pay such amount out of its comporate revenues

should applicable law prohibit 2 cash payment from the Plan or New Plan).

[T

{c) The current New Plan/Plan benefit formula shall remain unchanged for Active
Eligible Non-PWU Group Members to the Settlement Approval Date and during o
the 24 months of their employment with Canada Life following the Settlement
Approval Date, unless an Active Eligible Non-PWU Group Member consents to a l

benefit formula change during such periods.
Incctive Eligible Non-PWU Group Members s

(& The Inactive Eligible Non-PWU Group Surplus Allocation. shall be atlocated
under the Plan among Inactive Eligible Non-PWU Group Members (or thejr
surviving spouse, beneficiary, or estate described in paragraph 8(f) below, if
applicable) pro rata to the wind up Habilities of such Inactive Eligible Non-PWU ,
Group Members as of June 30, 2005 (or the date immediately preceding death or (-
cash out, for those individuals whose liabilities under the Plan were reduced or &
paid out due to death or cash out between April 12, 2005 and June 30, 2005),
subject to a minimum allocation of $1,000 and having regard to applicable b

regulatory requirenents.

(e} Individual allocations of the Inactive Eligible Non-PWU Group Surplus
Allocation will be distribited under the Plan to Inactive Eligible NonPWU Group
Members from the Eligible Member Group Surplus Share as a lump sum cash i

amount, Jess statutory withholdings, provided, however, that any Inactive Eligible 5'}'._'
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Non-PWU Group Member with an individual allocation in excess of $15,000 (as
estimated by Canada Life as at a date prior to the date on which surplus is
distributed pursuant to the Settlement, such prior date to be determined by Canada
Life in its sole discretion) will be permitted, subject to approptiate certification of
available RRSP contribution room, compliance with the requirements of all
applicable laws and receipt of all necessary Regulatory Approvals, to coniribute
all or part of the amount of the surplus allocation to hisher RRSP withomt tax

withholdings,

Should any Inactive Non-FWU Group Member die before receiving his or her
individual allocation of the Fnactive Eligible Non-PWU Group Surplus Allocation,
the amount of surplus that would have been payable to such individual will ingtead
be payable as follows, provided the applicable conditions have been fulfilled:

o Where the individual dies and no death benefit or snrvivor pénsion is
payable from the Plan as a result of the death, and the individual had |
not yet been transferred to the New Plan (whether or not the Individual
prior to death had already consented to transfer to the New Plan), the
surplus shall be paid from the Plan to the estate of the individual,

provided the estate is not an Opt-Out;

(D Where the individual dies and no death benefit or survivor pension is
payable from the Plan as a result of the death, and the individual had
already been transferred to the New Plan (having consented 1o transfer
to the New Plan prior to death), the surplus shall be paid from the Plang

to the estate of the individual;

(i) Where the individual dies and a death benefit or survivor pension is
payable from the Plan as a result of the death, the surplus shall be paid
from the Plan to the surviving spouse, beneficiary, or estate of the
individual entitled to the survivor pension or death begefit on the date
of death (if death benefits are payable to more than one recipient, the
surplus shall be divided in the same proportion as the death benefits), '
provided that such person or estate is not an Opt-Out and, if necessary,
consents to transfer to the New Plan; ’

(v} If a surviving spouse or beneficiary eligible for a surplus payment
pursuant to this paragraph 8(f) dies before receiving the payment of
surplus (either before or after fulfilling the conditions necessary in
order to receive it), then the surplus amount shall be payable to such
person’s estate out of the Plan, subject to the conditions Imposed under
paragraphs 8(£)(i) through (iii) above, applied nutatis mutandss (with
the payment deemed to have been made under the applicable
paragraph above, for purposes of this Agreement).

Notwithstanding any other provision of this Agreement, to the extent that any
portion of the Eligible Member Group Surplus Share is payable in cash to ap
individual whose benefits under the Plan and/or the New Plan are or were subject
to Québec jurisdiction (or is payable to an individual or estate following the death



98 -

of such a person), then such surplus payment shall not be made from the Plan or
the New Plan; instead, Canada Life’s Surplus Share will be increased by the
aggregate amount payable to such individuals and estates, and Canada Life shall

pay such amounts out of Canada Life’s Surplus Share.

. YEES AND EXPENSES

(&)

(&)

(©
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Ezcept as otherwise provided in paragraph 9(b), the reasonable legal, actuarial,
and other fees and expenses incurred by Canada Life, the CLPENS Executive, the
Indago Committee, the Pelican Committee, the Adason Commiftee and the
Plaintiffs in connection with the consideration, negotiation and implementation of
this Agreement, including, for greater certainty, (i) Court-approved contingency
Tees of the Plaintiffs, and (if) fees related to the negotiation of the Integration
MOU, the Adason MOU and this Agreement (including internal expenses of
Canada Life) shall be payable out of the Plan fund and/or New Plan fund, as set
out below, subject to Court Approval and Regulatory Approval. Such fees and
expenses shall be paid out of the Gross Partial Wind Up Surplus as described in
paragraph 2(a)(iti), following the allocation related to PWU Group Members who
are not Eligible PWU Group Mermbers described in paragraph 2(2)(ii), allocated ag
between the Plan and the New Plan in proportion to the total smount of Gross
Partial Wind Up Surplus allocated to the Plan and the New Plan pursuant fo this
Agreement. To the extent that any fees and expenmses related to the
implementation of the Settlement are incurred following the Settlerment Approval
Date, they may, at Canada Life’s option, be paid out of Plan or New Plan surplus.

All reasonable out-of-pocket expenses of the Plaintiffs, the Indago Comumittes, the
Pelican Committee, the Adason Committee and the CLPENS Executive, other
than legal fees and disbursements of legal conmsel which are dealt with in
paragraph 9(a), associated with obtaining required consents as described under
this Agreement to a maximum of $50,000 in the aggregate, shall be paid 1p front
by Canada Life upon submission of supporting receipts. Such expenses shall be
reimbursed to Canada Life as an expense related to the implementation of the
Seftlement as contemplated in paragraph 9(a). I all of the requirements of
paragraphs 5 and 6 are otherwise met, but the Settlement does mot procesd
because 2 member of the CLPENS Executive, the Indago Committee, the Pelican
Coramittee, the Adason Committee or a Plaintiff, becomes an Opt-Out, such out-
of-pocket expenses shall be repaid to Canada Life by the relevant Party.
Otherwise, any such out-of-pocket expenses already paid at such fime need not be

Tepaid.

The MOU Parties acknowledge that they have considered and discussed estimates
of the fees and expenses ezpected to be incurred in negotiating and implementing
the Integration MOU, the Adason MOU, and the Settlement. They acknowledge
that a reasonable estimate of all fees and expenses to be incurred in that regard is
$12 million (which amount does not inchde any contingency fees that receive
Court Approval). The MOU Parties further acknowledge that they have entered
info this Agreement to share Final Partial Wind Up Surplus on the basis that the
fees and expenses related to the Integration MOU, the Adason MOU and the

e

e
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Settlement are expected to-be approximately that amount, plus any contingency
fees that receive Coutt Approval, but conld be more or less than that amount,

(d)  From time fo fime at such times as agreed by the MOU Parties up until the
Settlement Approval Date, the MOU Parties will provide one another with
information regarding those fees and expenses incumed which are fo be
reimbuused as contemplated under this paragraph 9, in summary form so that they
can determine whether such fees and expenses are reasonable (but subject to each
party not having fo disclose any information related to specific individuals or
which may compromise privilege or reasomsble business confidentiality

requirements).

(e) The MOU Parties hereby acknowledge that they have discussed the most practical
and efficient manner in which to allocate the work required to be done in order to
implement the Settlement, having regard to their professional advisors’ fee ates,
each such party’s (and their advisors’) expertise, experience, and capacity, and
other relevant factors such as time and cost, and have apreed that the allocation as
agreed is in the best interests of the Class. Atregular infervals wntil the Settlement
Approval Date, the MOU Parties shall re-visit this issue in order to ensure that the
allocation of work continues to be practical and efficient.

10.  OTHER TERMS OF THE SETTLEMENT

(@  Members of the Class are precluded from seeking wind up surplus ownership
declarations from the courts or regulatory authorities, except in conmection with
their rights as members who are included as members of the wind up group in any
actual full or partial wind up of the Plan or the New Plan, as the case may be,
which may occur outside of the Setflement.

(b} To the extent any future partial Plan wind up, effective from a date which is after
Jupe 30, 2005, is declared prior to the Roadshow Mailout Date following
completion of the negotiations towards this Agreement, such future partial wind
up shall be inclnded in the Setflement in accordance with the terms of this
Agreement. Such inclusion of any future partial wind up in the Settlement shall,
among other things, provide for the allocation and distribution of the surplus
allocated to such firture partial wind up under the revised Partial Wind ‘Up Report,
or a separate partial wind up report filed with FSCO, in a manner which is
consistent with paragraphs 2, 7 and 8 hereof. Those Class members who are
incinded as members of the partial wind up group under any such future partial
wind up who, prior to any such declaration, had been considered to be Nop-PWTJ
Gronp Members for purposes of the Settlement, shall cease to be so considered
and shall thereafter be included in the Settflement as PWU Group Members.

()  Payment of the Eligible Member Group Surplus Share pursuant to this Agreement
shall be made to the members of the Eligible Group as soon as practicable
following the Settlement Approval Date, as further detailed in paragraph 10(d).
Canada Life’s Surplus Share shall be paid to Canada Life pursuant to this
Agreement as soon 83 payments to the individuals in the Eligible Group

commence, subject to applicable law and regulatory policy.

LEGAL_1:20005375.10
1050600



(e

92

~30-

As soon as practicable following the Settlement Approval Date, the amount of
Final Pastial Wind Up Surplus at that time shall be placed in a fixed rate account,
such account to be held within the Plan fund, Canada Life shall then cause the
surplus share of each individual in the Eligible Group to be calculated, and
payments to such individuals shall commence, Once all such payments have been
made 1o the extent possible, and payment of Canada Life’s surplus share has been
made, any remaining amount that cannot be paid because the individual in the
Eligible Group cannot be located shall be placed into an interest-beating accommt,
also held within the Plan fund, untl the amount can either be paid to the
individual or otherwise dealt with as contemplated in paragraph 12(f). Should any
such individual subsequently be located and should their surplus share remain in
the Plan (that is, should it not already have been dealt with as contemplated in
paragraph 12(£), it shall be paid to the individual together with any interest
actually eamed on the amoumt payable, Should any amounts remain unpaid from
the Plan after ten years following the Settlement Approval Date, they shall be paid
to Canada Life. For greater certainty, references in this paragraph 10(d) or in
paragraph 10(c) to an individual in the Eligible Group include any other person,
beneficiary, or estate entitled to payment pursuant to this Agreement.

For ecach year starting in 2003 where expenses described under paragraph
6(2)(v)(C) have not been reimbursed to Canada Life out of the Fund, fnterest will
be payable on the amount to be reimbursed calculated from July 1 of the following
calendar year o the date of reimbursement from the Fund. The interest rates to be
applied to all such amounts shall be the initial interest rates used in the calculation
of the comuputed values of non-indexed pensions in July of each applicable year,
pursuant to applicable standards established by the Canadian Institute of
Actnaries, and will be compounded annually until the date of reimbursement, For
lustration purposes the interest rates are as follows for expenses incurred up to

the end of 2009:

2003 expenses  5.75% from July 1, 2004 to date of reimbursement;
2004 expenses  4.25% from July 1, 2005 to date of reimbursement;
2005 expenses  5.00% from July 1, 2006 to date of reimbursement;
2006 expenses  5.00% from July 1, 2007 to date of reimbursement;
2007 expenses  4.00% from July 1, 2008 to date of reimbursement;
2008 expenses  3.80% from July 1, 2009 to date of reimbursement;
2009 expenses  3.70% from July 1, 2010 to date of reimbursement.

For greater certainty, expenses related to the ongoing portion of the Plan or New
Plan shall not be paid from the Plan assets attributable to the Tntegration PWU or

the Prior PWUs. ’

1i. ACENOWLEDGMENT

The Bﬁgible PWU Group Members hereby acknowledge that the payments made to them
pursuant to this Agreement are in full satisfaction of any rights to surplus they may have
had arising out of the Partial Wind Up applicsble to them, whether under section 70(6) of

the Ontario Pension Benefits Act, under a similar provision in the pension standards -

legislation applicable to them, or otherwise.
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CENERALPROVISIONS

Fudture Surplus Claims

@

Nothing in this Agreement is intended to preclude any Noo-PWU Group Member
from bringing a further application or action to claim entitlement to a distribution
of New Plan or Plan surplus, if any, that may exist in the event of any future
occurence giving rise to a futtre finll or partial wind up of the New Plan or the
Plan or any subsequent proposal by Canada Life to withdraw surplus from the

New Plan or the Plan.

Marriage Breakdown

@

Notwithstanding any other provision of this Agreement, if the entitlémgnt under
the Plan or New Plan of any member of the Eligible Group, ox such person’s
surplus allocation or other Settlement payment as contemplated herein, is subject
to a court order or domestic contract pursuant to a marrage breakdown, the
former spouse of the Eligible Group mexmber may be entitled to receive a portion
of the surphus allocation which would otherwise have been paid to the Eligible
Group member, and/or may be entitled to be treated as a member of the Eligible
Group in his or her own right Depending upon the entitlement of such former
spouse under the Plan or New Plan, Canada Life reserves the right to require the
former spouse to consent to fransfer bis or her entitlements to the New Plan and/or’
to sign a binding consent and release in a form acceptable to Canada Life that
binds them to the Settlement and/or to not be an Opt-Out, in order for the former
spouse (and perhaps the merrber) to be entitled to receive a surplus allocation or

other Settlement payment hereunder.

In addition, should a PWU Group Member or Non-PWU Group Member die prior
to receiving his or her surplus allocation or other Settlement payment herermder,
and the death benefit or survivor pension payable as a result of the death is
divided between two or more individuals pursuast to a court order or domestic
contract related to.the member's previous marriage breakdown, then any surplus
allocation or other Settlemerit payroent as contemplated herein that is paydble to
the recipient of Plan death benefits or survivor pension purstant to this
Agreement shall, subject to the provisions of the court order or domestic contract
and applicable law, be divided between the same individuals in the same
proportion as the death benefit or survivor pension. Canada Life reserves the
right to require the individuats to consent to transfer their entitlements to the New
Plan and/or to sign a binding tonsent and release in a form acceptable to Canada
Life that binds them to the Settlement and/or to not be Opt-Outs, in order for the
individuals to be emtitied to receive a surplus allocation or other Settiemient
payment hereunder,

Disputes

()

Notwithstanding auy other provision of this Agreement, should any individual in
the Eligible Group (or any other person, beneficiary, or estate entitled to payment
pursuant to this Agreement) dispute the calculation prepared by Canada Life as to
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the amount of his or her entitlement under this Agreement, or should any
mdividoal who is not in the Class ¢laim that he or she should have been included
in the Class, then, failing resolution of such dispute between the individual in
question and Canada Life, such dispute shall be resolved in accordance with the
process specified in Schedule “A” attached hereto.

Should a dispute arise between the MOU Parties regarding the interpretation of
this Agreement or implementation of the Seftlement, all reasonable atterupts to
settle the dispute in a co-operative manner shall be made, failing which the MOU
Parties agree to approach the Court for its assistance in resolving the dispute.

Iembers Not Wishing to Receive Surplus

(&)  Should any member of the Eligible Group (or any other person, beneficiary, or
estate entitled to payment pursuant fo this Agreement) not wish to receive the
surplus otherwise payable to them under this Agreement, it shall not be paid to
them but shall be distributed to the other members of the Eligible Group and to
other persons, beneficiarics, and estates entitled to payment pursuant to this
Agreement as part of the Eligible Member Group Surplus Share, provided that
such individual or estate delivers a written instraction and zelease to Canada Life
in a form acceptable to Canada Life, prior to the Settlement Approval Date,

Poayment io an Estate

(e)  Intheevent that, pursnant fo this Agreement, a suxplus amount is to be distributed
to the estate of a deceased individual, where there are personal representatives of
the estats such amount may be paid to the deceased’s personal representative(s),
or to such persons as the personal representatives or their agents may direct.

Unlocated Members

© Canada Life shall use reasonable sfforts to locate all members of the Eligible
Group or any other person, beneficiary, or estate entitled to payment pursuant to -
this Agreement. The CLPENS Executive shall assist in this regard, and Canada
Life will provide information to permit them to do so, subject to applicable laws
and policies regarding protection of personal information. In the event that any
members of the Eligible Group, or any other persons or estates entitled to payment
pursuant fo this Agreement, cannot be located in order to effect the distribution to
the relevant parties of the portion of the Eligible Member Group Surplus Share to
which they are entitled under this Agreement, then subject to paragraph 10(d),
such amounts shall be dealt with by Canada Life in accordance with the
requirements of applicable law including, where applicable, payment to any

5 Serarl + PPNV SN P
goverimental entity authorized to accept such amoumnts.

(g2 [intentionally left blank]
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Amendment

(h)  This Agreement may only be amended by written agreement of the MO Parties,
No waiver of any provision of this Agreement shall be deemed or shall constitite
a walver of any other provision hereof nor shall any such waiver constitute a

continuing walver unless expressly stated,

Governing Low

o This Agreement shall be governed and construed in accordance ‘with the laws of
the Province of Ontario and the laws of Canada applicable therein.

Longuage of the Agreement

@ The Parties have required that this Agreement and 2ll deeds and docurments
relating to this Agreement be drawn up in the English language. Les Parties aux
présentes ont exigé que le présent contrat et tous autres copirafs et documents

afférents aux présentes soient rédiges en langue anglaise.

Execurion

(k)  This Agreement may be executed in any number of countsrpaﬁ;, each of which
shall be deemed to be an original but all of which together shall constitute one and

the same instrument.

() Any Non-Represented Participant who signs this Agreement shall, upon a copy of
such signed Agreement being delivered to Canada Life, be bound by this
Agreement and thereby evidence his or her irrevocable consent to the terms and
conditions herein. Each Non-Represented Participant further acknowledges that
he/she has been advised to obtain independent legal advice with respect to the
Seitlement and this Agreernent, and has either obtained such advice or has decided

that such advice is not necessary.

{m) The execution of this Agreement by Members’ Counsel on behalf of the
Represented Participants shall, upon a copy of such Agreemient being delivered to
Canada Life, together with am affidavit from Members’ Counsel listing the
persons whom it represents and stating that Members™ Counsel is authorized to
execute this Agreement on behalf of such persons, constitute the agreement of
each such Represented Parficipant to be bound by this Agreement and thereby
evidence the irrevocable consent of each of the Represented Participants to the

terms and conditions herein.

Entire Agreement

(m)  This Agreement constitutes the entire agreement between the Parties pcrtajning to
the subject matter hereof and supersedes all prior agresments, understandings,
negotiations and discussions, whether oral or wiitten, including for greater
certainty the Integration MOU and the Adason MOU, which the MOU Parties

agree are superseded upon execution of this Agreernent.

LEGAL_ 12000537510
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Successors and Assigns

' {o)  This Agreement shall be binding on and enure to the benefit of the Parties hereto
and thelir 1espective spouses, beneficiaries, successors, assigns, heirs,

administrators and executors.

Exzecuted as of the date first written above,

CLPENS EXECUIIVE

% li12y 9

iy ilbert Antler

Ed Barrett

A

Alexaudf{ Harvey

=y

w /Brian Lynch

#%%%

' Jim Martin

yﬁw A NN

Gary Nusfimelin

P

Shriram Mulgund
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FPLAINTIFFS

Dl

David Kidd

™

Alexander Hydvey

O/QXM M Wmﬁé’%

Jean Paul Méxentette

PELICAN CO‘I\MTTEE

hauna Murray ///
A%@/g

4 / Heinz Spudik

=27
(UL

2=

Susan Henderson

ADASON COMMITTEER

()

7\ [ \Caly\C) Yip

UQ%/

Louie Nusfi
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THE CANADA LIFE &5SURANCE
COMPANY i

By:

Authorized Signitg Officer

DN

Authorized Signing Officer

REPRESENTED PARTICIPANTS

- By @D
% -

Qﬁ/{embers Co

Koskie Minsky LLP

Members” Counsel
Harfison Pensa LLP

o Mot A

Members’ Counsel
Sack Goldblatt Mitchell LL'P

e
s
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NON-REPRESENTED PARTICIPANT

Name (print)

Signature

WITHESS

L the undersigned, confirm that I have witnessed the execution of this document by the above
signatory, and that the signatory is competent of mind and that this document was read
personally by, or was reqd to, the signatory, and the signatory understands the nature and

contents of this document.

Signature of

Name of
Witness:

Wiiness:

(please print)

Address of
Witness:

Telephone
Number of
YWiiness: ( )
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SCHEDULE “A” to the Surplus Sharing Agreement (paragraph 12(c))
DISPUTES REGARDING INDIVIDUAL ENTITLEMENT

Where:

(&)  Any member of the Eligible Group or any other person, beneficiary, or estate
entitled to payment pursuant to this Agreement disputes the calenlation of his or
her entitlement under the Agreement as set out in the statement of individual
entitlement sent to the Disputant by Canada Life (the. “Surplus Statement”) nnder

the terms of the proposed Settlement; or

(b))  Any individual claiming to be a member of the Eligible Group wishes to make 2
claim to an entitlement under the Agreement,

(in either case, hereinafter referred 1o 45 a “Disputant™), be or she may submit a dispute
by delivering written notice (entitled “Notice of Dispute™) to Canada Life.

The Notice of Dispute shall contain a detailed statement of the basis on which the
calculation set out in the Suxplus Statement is being disputed, or the basis on which the
Disputant claims to be a member of the Eligible Group, as applicable.

Any such Notice of Dispute shall be delivered no later than 30 days after the Ontario
Superior Cowt of Justice (the “Court”) approves the Settlement in accordance with the
Agreement, failing which a Disputant shall not be entitled to raise such a dispute.

Within 45 days of receipt of the Notice of Dispute, Canada Life shall provide the
Disputant with a written response (“Response to Notice of Dispute™) which shall provide
Canada Life’s position in response to the Notice of Dispute, .

Within 10 days of the Disputant having been provided with Canada Life’s Response to
Notice of Dispute, the dispute shall be referred to a referee (the “Referee”) agreed to by
the Disputant and Capada Life. If the Disputant and Canada Life are unable to agree
upon a Referee, the Referee will be designated by ADR Chambers.

In all céses, the review conducted by the Referee shall be based solely on the terms of the
Agreernent, the Notice of Dispute and Response to Notice of Dispute. The Referee shall
make his or her decision and communicats it to Canada Life and the Disputant within 30

days after the Referee receives such materials.

"The issues to be determined by the Referee shall be Limited to (as applicable based on the
Notice of Dispute):

(a)  whether the Disputant is a Class member;
(b)  the quantum of entitlernent of the Disputant under the Agreement,

For greater certainty, the Referee shall have 1o anthorily to award to 2 Disputant any
relief other than an amount of surplus payable under the Agreement in accordznce with,

its terms.

LEGAL,_)1:20005375,10
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The Disputant and Canada Life agree to abide by the Referee’s decision and the
Referee’s decision shall be final and binding on the parties to the review. No appeal shall
be permitted from the Referee’s decision including on questions of law,

The fees and expenses of the Referee incurred in this review shall be borne in the first
instance by Canada Life and in tum shall be paid as part of the Settlement Fxpenses
pursuant to paragraph 2(a)(##)(C) of the Agreement. Canada Life’s costs of participating
in the arbitration, including its counsel fees and disbursements, shall be treated as
Settlement Expenses pursuant to paragraph 2(a)(HI)(C) of the Agreement. The Disputant

shall bear his or her own costs.

Where several Notices of Dispute raise the same issue, at Canada Life’s request the
reviews may be consolidated, ‘Whether or not one or more reviews are consolidated, the
same Referee may serve in more than one review.

The review shall be confidential. Unless required to do so by law, Canada Life, the

Dispntant, and the Referee may not disclose to others the existence, content, or results of
the review without the prior written consent of Canada Life and the Disputant,

LEGAL_1HXX5375.00
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REGISTRATION NO. 0354563

SURPLUS SHARING AGREEMENT — AMENDMENT #1

Made as of the 1* day of January, 2012

DAVID XIDD, ALEXANDER HARVEY and JEAN PATT,
MARENTETTE (hercinafter the “Plaintiffs”)

~and-

WILBERT ANTLER, ED BARRETT, ALEXANDER
HARVEY, DAVID KIDD, BRIAN LYNCH, JIM MARTIN,
GARY NUMMELW, and SHRIRAM MULGUND in their
collective capacity as, and on behalf of, the Executive Committee
of CLPENS (hereinafier the “CLPENS Executive)

~and-~

LIN YEOMANS, SHAUNA MURRAY and FEIN7, SPUDIK in
their capacity as the members of the Pelican Pension Committee

(hereinafter the “Pelican Committee”)

~and-

JOCK FLEMING and SUSAN HENDERSON in their capacity
as the members of the Indago Pension Committee (hereinafier the

“Indago Committee™)

—and-

GARRY C. YIP and LOUTE NUSPL in their capacity as the
members of the Adason Pension Committee (hereinafter the

“Adason Committee™)
- and -

THE CANADA LIFE ASSURANCE COMPANY
- and~

Those Individuals in the Class (as defined herein) who hays
retained Members’ Counsel to execnte this Agreement on their
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behalf (hereinafter the “Represented Participants”, by their
counsel)

wand —

Those individuals in the Class who have not retained Members’
Counsel to execute this Agreement but who have provided their
individual comsents to this Agreement, as undersigned (hereinafter
the “Non-Represented Participants”)

(collectively, the “Parties” and individually a “Pariy??)

WHEREAS the Parties entered into a Surplus Shaiing Agreement (the
“Agreement”) as of Septernber 1, 2011; ’

AND WHEREAS the Agreement may be amended by writien agreement of the
“MOU Parties” as defined therein, being the Plaintiffs, the CLPENS Executive, the Pelican
Committee, the Indago Commiites, the Adason Committee, and Canada Life;

AND WHEREAS the MOU Parties wish to amend the Agreement to clarify what
is incjuded in the “Settlement Bxpenses” (as defined therein) that can be paid out of surplus
pursuant 1o the Agresment;

AND WHEREAS the MOU Parties have instructed their counsel to execute this
amendment to the Agreement on their behalf:

NOW, THEREFORE, IN CONSIDERATION OF their mutua) covenants, and
for other good and valuable consideration, the MOU Parties agree as follows:

1. Paragraph 2(2)(H)(A) of the Agreement is hereby amended by adding the words “the
Class Action,” Hllowing “all expenses related t0”, such that it reads in its entirety as

follows (underlining shows the added words):

all expenses related to the Class Action, the nsgotiation and implementation of
the Integration MOU and of this Agreement (inchuding all fees, costs and
expenses desoribed in this Agreement) (“Setflernent Expenses”) incurred up to
December 20, 2007 shall be deducted fom the surplus allocable to the

Integration PWU;

2. Paragraph 9(a) of the Agtcement is hereby amended by adding the words “the Class
Action apd with” immediately prior to the words “the consideration, negotiation and
Implerentation of this Agreement, including, for greater certainty...”, so that it reads in its
entirety as follows (underlining shows the added words):

Bxcept as ofherwise provided in paragraph 9(b), the reasonable legal, actnarial,
and other fees and expenses momred by Cenada Life, the CLPENS Rxecutive,
the Indago Committes, the Pelican Comittee, the Adason Comumittes and the
Plalntiffe in connection with the Class Action spd wifh the consideration,
negotiation and implementation of this Agresment, including, for greater
certainty, () Court-approved contingency fees of the Plaintiffs, and (ii) fees

LEGAL_122374169.2
1050600




104

"3

related to the negotiation of the Integration MOU, the Adason MOU and thig
Agreement (inclnding intemnal expenses of Canada Life) shall be payable ont of
the Plan find and/or New Plan fiund, as set out below, subject to Court Approval
and Repulatory Approval, Such fees and expenses shall be paid out of the Gross
Partis] Wind Up Surplos as described in paragraph 2(a)(ii), following the
allocation related o PWU Gronp Members who are not Eligible PWU Group
Members described in paragraph 2(z)(H), allocated as between the Plan and the
New Plan In proportion to the total amount of Gross Partial Wind Up Sorplus
allocated to the Plan and the New Plan pursuant to this Apgreement. To the
extent that any fees and expenses related to the implementation of the Settlement
are Incurred following the Setflement Approval Date, they may, at Canada
Life’s option, be paid out of Plan or New Plan surplus. :

3. Paragraph 9(c) of the Agreement is hereby amended by adding the words *in connection
with the Class Action and” immediately following the words “The MOU Parties acknowledge
that they have considered and discussed estimates of the fees and-expenses expected to be
incuzred”, and the words “Class Action, the” immediately following the words “The MOU
Parties further acknowledge that they have entered into this Agreement to share Final Partia}
Wind Up Surplus on the basis that the fees and expenses related to the” so that it reads in its

entirety as follows (underlining shows the added words):

The MOU Parties ackmowledge that they have oonsidered amd discussed
estimates of the fees and expenses expected to be incmrred in connection with
the Class Action and in negotiating and implementing the Integration MOU, the
Adason MOU, and the Sefflement. They acknowledge that a reasomable
estimate of all fess and expenses to be incurred in that regard is $12 million
(which amount does not inolude amy contingency fees that receive Court
Approval). The MOU Parties firther acknowledge that they have entered into
this Agreement to share Pinal Partial Wind Up Sorplus on the basis that the fes

and expenses related 0 the Class AcHon, the Integration MOU, the Adason
MOU and the Settlement are expeoted to be approximately that amount, plus
zny contingency fees that receive Court Approval, but could be more or less

than that amount,

4. This amendment to the Agresment may be executed in any number of counterparts, each
of which shall be deemed to be an original but all of which together shall constitute one and the

same instroment.

5. The Parties have required that this amendment to the Agreement and all deeds and
documents relating to this Agreement be drawn up in the English language. Les Parties anx
présentes ont exigé que le présent contrat ef tous aufres contrats et documents afférents aux

présentes sojent rédiges en langune anglaise. '

Executed as of the date first written above.

CLPENS EXECUTIVE, by their counse]

%@WM/

Koskde Minsky LLF

LEGAT, 1223741692
1050600



IEGAT, 1223743692
1050600

PLATNTIFES, by their coungel

Koskie Minsky LLP

PEI&JQMTTEE, by their counsel

Koskie Minsky LLP —

NDAGO COMMITTEE, by their connsel

\gede [ots y 2e

Koskie Minsky LLP — (J

ADASCN COMMITTEE, by their counsel

Sack Goldblatt Mitchell LLP

THE CANADA LIFE ASSURANCE
COMFANY, by its counsel

By: 7 - D

Osler, ¥otkin & H@/y&rt LLP
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PLAINTIFES, by their counsel

Koskie Minsky LLP

PELICAN COMMITTER, by their counsel

Koskie Minsky LLP

INDAGO COMMITTEE, by their counsel

Koskie Minsky LLP

ADAS COMWNITTEE, by their coungel

AL

Sack Goldblatt Mitche]l LLP

THE CANADA LIFE ASSURANCE
CONPANY, by its counsel

By:

Osler, Hoskin & Harcourt LLP



107

Auedwoy) eowemssy SITT vpEwe)) oty
“JoepULTe (T ouy 30] SToLmer

£697-£98 (9T4) "ON Xeg
658€-£98 (9TH) “ON ToT.
dETYBT #ONST “Aemien Jpar

6VT IS

OmrEuQ ‘ojuoIny,

1834 1mo]) sorsmNe]) ‘67 Xog

SI0JIOT[Og puB Emﬁﬁwm

%HH NOUXYED % $THSSV) © LAVIg

LNIAD a0

OI0IQT, 18 PeOUSTITIO Surpeasorg

HILLSAL A0 1IO0D HOTEHIOS
CIHFING

SLIEYSIOz voaT

dD9S5L8T-AD-50 "ON 8J5] 1noy)
SjuBpmeraC]

Te3 INVIACD EONVIASSY HATT VAVNYD 0L

[ —

l,mu.p.m!

STTrer g

Te R QAT QIAVA



108




108

This is Exhibit "B" referred to in the
affidavit of Anthony Guindon
swormn before me, this 20
day of September, 2012
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Diesi Skoldeva

GALWAY, JEFF <JEFF.GALWAY@blakes.com>

From:

Sent: : February-23-12 2:21 PV}

To: - Mark Zigler

Ce: Clio M. Godkewitsch; Anthony Guindon; dwilllams@harrisonpensa.com;
Jforeman@harrisonpensa.com; McSweeney, lan; Rienzo, Douglas

Subject: Kidd Harvey

Attachmenis: Memo re Surplus Changes.pdf; clsurplustracking (5).xls

Dear Mark:

Canada Life has recently received from Mercer an update as at December 31, 2011 of the eslimated actuarial surplus
available for distribution under the settlement. As you will see from the attached memorandum preparad by Canada Life,
two factors-the estimated cost of buying the annuities (due primarily to declining interest rates) and the annuity purchase
take up rate vs. commuted value fransfer elections-have significantly impacted the most recent estimate of the integration
PWU surplus (net of expenses). The actual cost of buying the annuities will not be known until Canada Lifa has received
annuity purchase quotes. After you have had an opportunity to review the attached memorandum, please call us to

discuss.
Jeff

Borbes—
Blake, Cassels & Graydoen LLP | Toronto

Tel: 416-863-2400 Fax: 416-863-2653
blakes.com | Twitter

Blake, Cassels & Graydon LLP | Barristers & Solicltors | Patent & Trade-mark Agents
This ernail communication is CONFIDENTIAL AND LEGALLY PRIVILEGED. If you are not the intended recipient, please notify me at the telephone number

shown above or by return email and delete this communication and any copy iinmediately. Thank you.

L'information paralssant dans ce message électronique est CONFIDENTIELLE. 5i ce message vous est parvenu par erreur, vauiltez Immédiatement m'en aviser
par téléphone ou par courriel et en détrulre foute copie. Mercl.
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Canada Life Canadian Empleyees Pensfon Plan
Partial Wind-Up Surplus Update

The following table shows the estimated surplus of the Integration PWU and the 3 Prior PWUs as of June 30, 2010,
Decemnber 31, 2010, June 30, 2011 and December 31, 2011 as calculated by Mercer, The total estimated surplus
for afl 4 partial wind-ups has decreased from $71.0 million as of June 30, 2010 to $34.0 million as of December 31,
203.1. However, a5 can he seen fram the table below, it is only the estimate of the Integration PWU surplus that
has decreased (from $62.2 million as of June 30, 2010 to $23.7 million as of December 31, 2011}

SURPLUS {$ millions)

June 30, December 31, 2010 June 30, December 31, 2011
2010 2011
Integration PWU $62.2 $63.8 $54.0 $23.7
pelican PWU $2.5 $2.9 $2.9 $2.9
Indago PWU $1.2 §1.3 $1.3 $1.2
Adason PWU $5.1 $6.4 $6.1 $6.2
Total 371.0 ' 574.5 364.3 $34.0

As of June 30, 2011, Integration partial wind-up members had not yet chosen their payment option with respect to
their basic benefits, that is, they had not elected the transfer option or the guaranteed pension option. Therefore
for each estimate of Integration PWU surplus up until that date, assumptions were made by Mercer relating not
only to applicable interest and inflation rates, but also as to which election members would choose for the '
payment of their benefit entitiement {transfer value or a guaranteed pension). With respect to the guaranteed
pension option, the estimated costs of purchasing annuities were based on the preliminary guidance from the
Canadian institute of Actuaries’ Committee on Pension Plan Financial Reporting on the estimated costs of

purchasing annuities.
For the December 31, 2011 estimate of the integration PWU surplus, the actual elections made by the members to
that date {1415 of 2149 Integration pwu members had made elections) were used to determine the cost of settling

the basic benefit entitlement, and the estimated surplus value remaining. For those members who had not yet
elected an option as at that date, the assumptions that were applied in the June 30, 2011 estimate re which option

members would elect were used.
Note that if the assumption regarding which opticn members will choose is altered such that all Integration PWU
members who have not yet made an election are deemed to have elected the guaranteed pension option {the

required default option communicated in member information packages), then the estimate of the Integration
Partial wind-Up surplus as of December 31, 2011 Is reduced from $23.7 million to approximately $8 million.

The interest rate and inflation assumptions used to calculate the estimated costs of purchasing annuities are
- shown in the following table. .

indexed annuities interest June 30, 2010 December 31, june 30, December 31,

assumptions 2010 2011 2011
During deferred period 4.0% 4.5% 4.2% 3.35
After deferred period 3,65% 3.5% 3.5% 2,5%

inflation assumption 2.2% 2.4% 2.5% 2.0%

The attached table shows the change in Integration PWU surplus due to various factors for each six-rnonth period
from January 1, 2010 to December 31, 2011, The most significant factors in the recent change in the Integration
PWU surplus estimate are the change in the interest rate used to calculate the cost of annuities, and the high

annuity take-up rate.
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This is Exhibit " C" referred to in the
affidavit of Anthony Guinden
sworn before me, this 20
day of September, 2012

‘ A Commissioner for taking affidavits, etc. |
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THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN (the “Plan”)

IMPORTANT INFORMATION ABOUT THE CLASS PROCEEDINGS

NOTICE TO MEMBERS OF THE INTEGRATION PARTIATL WINDUP

From: David Xidd, Alex Harvey, and Jean-Paunl Mareuntette, Plaintiffs; on notice 4o all
parties

This announcement is approved by the Court and intended for all Members of the Integration
Partial Wind Up Sub-Class included in the Canada Life Class Action Settlement, approved by
the Ontario Superior Court of Justice by order dated January 27, 2012.

The purpose of this message is to provide an important update regarding the Settlement. Canada
Life and Class Counsel have recently been informed by the external actuarial advisors to Canada
Life that certain prevailing conditions in the financial and annuity markets, in concert with
greater than assumed rates of election by Class Members of certain benefit settlement options,
have adversely impacted the valuation of the Integration Partial Wind Up Surplus (“Integration
PWU Surplus”). Specifically, the estimated value of the Integration PWU Surplus has decreased
from an estimated $54 million as of June 30, 2011 (net of projected expenses) to less than $10
million as of December 31, 2011 (also net of expenses). An explanation of the principal factors
leading to this decrease in the estimated Integration PWU Surplus is set out below.

Before reading any further, please be reassured that this decrease in the Integration PWU
Surplus in no way affects your basic pension benefit entitlements under the Plan. The
pension beneflts that you have earned under the Plan, or the monthly benefits that you are
currently receiving, are unaffected. Indexing of pensions under the Plan ferms is also
unaffected. This notice only relates to the Integration PWU Surplus and the financial
benefits nnder the Canada Life Class Action Settlement.

Pension surplus is the excess value of the assets in a pension fund related to a pension plan over
the value of the liabilities, both calculated in a manner prescribed by pension laws. The amount
of the Integration PWU Surplus at any given time is actuarially determined under set guidelines
and depends on a number of factors. Until all the basic benefits of the Integration PWU
members have been settled (through a Jump-sum transfer from the Plan or the purchase of an
annuity), the surplus can only be estimated and may not be precisely determined. The actual
amount of surplus may yet vary from the estimate based on the actual cost of purchasing

annuities.

The decrease in the estimated Integration PWU Surplus over the six month period noted above is
largely attributable to a change in prescribed actuarial assumptions arising from a drop in interest
rates, which operate to significantly increase the cost of purchasing annuities. As interest
rates decrease, the cost of buying annuities to satisfy the benefit entitlements of the PWU
members increases appreciably. A secondary but also significant contributing factor is a higher
take-up rate of the guaranteed pension option among members of the Integration PWU than what
was assumed. The combined effect of Jow interest rates and the higher annuity take-up rate is to
appreciably increase the cost of settling the basic benefits, hence reducing the amount of the
estimated Integration PWU Surplus. We note that the Integration PWU assets were mostly
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immaunized, and there has been no decrease in the value of assets. In fact, the assets have
increased in value, but not by an amount sufficient to offset the increase in liabilities.

The decline in interest rates is a function of the current economic climate. The result is that
annuity rates are at historically low levels. While changes in the surplus were expected, levels
this low were not anticipated at the time of entering into the Surplus Sharing Agreement. '

The effect of this decrease in estimated surplus is that there is currently significantly less surplus
than the amount used to calculate the surplus share estimates communicated in the Member
Information Packages sent out in March, 2011. The surplus estimate in connection with the
Integration PWU was always, however, a variable amount (dependent on factors such as interest
rate movements and the actual versus estimated cost of purchasing annuities) and accordingly,
the amount of surplus to be distributed on the distribution date was never guaranteed, nor could it
have been guarantced. This does not, however, impact your basic pension entitlement

whatsoever.

The parties are working together, under the supervision of Justice Perell of the Ontario Superior
Court of Justice, to consider options to address the current situation, including possibly delaying
the purchase of the annuities for a limited period of time and hence delaying the distribution of
surplus shares to Integration PWU and eligible inactive Plan members. While there is no
guarantee, if the parties are able to reach agreement to delay the purchase of annuities for a fixed
period of time, there is a chance that interest rates will rise during the delay period thereby,
depending on other factors, potentially increasing the amount of surplus available for distribution
under the Settlement. There is also a risk, however, that interest rates could decline further, and
along with them the amount of Integration PWU Surplus available for distribution. We will keep

you informed of any developments.

If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca

PLEASE DO NOT CALL JUSTICE PERELL OR THE ONTARIO SUPERIOR COURT
OF JUSTICE
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This is Exhibit D" referred to in the
affidavit of Anthony Guindon
sworn before me, this 20™
day of September, 2012

A Commissioner for taking affidavits, ete. ,
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THE CANADA LIFE CANADIAN EMPIL.OYEES PENSION PLAN (the “Plan”)
IMPORTANT INFORMATION ABOUT THE CLASS PROCEEDINGS

NOTICE TQ PENSIONERS AND DEFERRED/VESTED MEMBERS

From: David Kidd, Alex Harvey, and Jean-Paul Marentette, Plaintiffs; on notice to all

parties

This announcement is approved by the Court and intended for all Pensioners, Deferred/Vested,
and Quebec Cash-Out Members (together with the spouses, estates, heirs, beneficiaries and
representatives of those who have died) included in the Canada Life Class Action Settlement,
approved by the Ontario Superior Court of Justice by order dated January 27, 2012.

The purpose of this message is to provide an important update regarding the Settlement. Canada
Life and Class Counsel have recently been informed by the external actuarial advisors to Canada
Life that certain prevailing conditions in the financial and annuity markets, in concert with
greater than assumed rates of election by Class Members of certain benefit settlement options,
have adversely impacted the valuation of the Integration Partial Wind Up Surplus (“Integration
PWU Surplus”). Specifically, the estimated value of the Integration PWU Surplus has decreased
from an estimated $54 million as of June 30, 2011 (net of projected expenses) to less than $10

million as of December 31, 2011 (also net of expenses).

Before reading any further, please be reassured that this decrease in the Integration PWU
Surplus jn no way affects your basic pension benefit entitlements under the Plan. The
pension benefits that yon have earned under the Plan, or the monthly benefits that you are
currently receiving, are unaffected. Indexing of pensions under the Plan terms is also
anaffected. This notice only relates to the Integration PWU Surplus and the financial
benefiis under the Canada Life Class Action Settlement.

Pension surplus is the excess value of the assets in a pension fund related to a pension plan over
the valye of the labilities, both calculated in a manner prescribed by pension laws. The amount
of the Integration PWU Surplus at any given time is actuarially determined under set guidelines
and depends on a pumber of factors. Until all the basic benefits of the Integration PWU
members have been settled (through a lump-sum fransfer from the Plan or the purchase of an
annuity), the surplus can only be estimated and may not be precisely determined. The actual
amount of surplis may yet vary from the estimate based on the actual cost of purchasing

annuities.

The decrease in the estimated Integration PWU Surplus over the six month period noted above is
largely attributable to a change in prescribed actuarial assumptions arising from a drop in interest
rates, which operate to significantly increase the cost of purchasing annuities. As interest
rates decrease, the cost of buying annuities to satisfy the benefit entitlements of the PWU
members increases appreciably. A secondary but also significant contributing factor is a higher.
take-up rate of the guaranteed pension option among members of the Integration PWU than what
was assumed. The combined effect of low interest rates and the higher annuity take-up rate is to
appreciably increase the cost of settling the basic benefits, hence reducing the amount of the
estimated Integration PWU Surplus. We note that the Integration PWU assets were mostly



120

immunized, and there has been no decrease in the value of asscts. In fact, the assets have
increased in value, but not by an amount sufficient to offset the increase in liabilities.

The decline in interest rates is a finction of the current economic climate. The result is that
amnuity rates are at historically low levels. While changes in the surplus were expected, levels
this low were not anticipated at the time of entering into the Surplus Sharing Agresment.

The effect of this decrease in estimated surplus is that there is currently significantly less surplus
than the amount used to calculate the surplus share estimates communicated in the Member
Information Packages sent out in March, 2011. The surplus estimate in connection with the
Integration PWU was always, however, a variable amount (dependent on factors such as interest
rate movements and the actual versus estimated cost of purchasing annuities) and accordingly,
the amount of surplus to be distributed on the distribution date was never guaranteed, nor could it
have been guaranteed. This does mof, however, impact your basic pension entitlement

whatsoever,

The parties are working together, under the supervision of Justice Perell of the Ontario Superior
Court of Justice, to consider options to address the current situation, including possibly delaying
the purchase of the annuities for a limited period of time and hence delaying the distribution of
surplus shares to eligible Pensioners, Deferred/Vested Members, and Quebec Cash-Out Members
of the Class. While there is no guarantee, if the parties are able to reach agreement to delay the
purchase of annuities for a fixed period of time, there is a chance that interest rates will rise
during the delay period thereby, depending on other factors, potentially increasing the amount of
surplus available for distribution under the Settlement. There is also a risk, however, that interest
rates could decline further, and along with them the amount of Integration PWU Surplus
available for distribution. We will keep you informed of any developments.

If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca

PLEASE DO NOT CALL JUSTICE PERELL OR THE ONTARIO SUPERIOR COURT
OF JUSTICE
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This is Exhibit "E" referred to in the
affidavit of Anthony Guindon
sworn before me, this 20
day of September, 2012
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FHE CANADA LITE CANADIAN EMPLOYEES PENSION PLAN (the “Plan™)

IMPORTANT INFORWIATION ABOUT THE CLASS PROCEEDINGS

NOTICE TO MENBERS OF ADASON, PELICAN AND INDAGO POTENTIAL
PARTIAL WINDUPS

From: Lin Yeomans, Susan Henderson, Garry C. Yip and Louie Nuspl, Plaintiffs; on
notice 1o all parties

This announcement is approved by the Court and intended for all Members of the Prior Partial
Wind Ups, including the Indago Sub-Class, Adason Sub-Class and Pelican Sub-Class, included
in the Canada Life Class Action Settlement, approved by the Ontario Superior Court of Justice

by order dated January 27, 2012.

The purpose of this message is to provide an important update regarding the Settlement. Canada
Life and Class Counsel have recently been informed by the external actuarial advisors to Canada
Life that certain prevailing conditions in the financial and annuity markets, in concert with
greater than assumed rates of election by Class Members of certain benefit settlement options,
have adversely impacted the valuation of the Integration Partial Wind Up Surplus (“Integration
PWU Surplus”). Specifically, the estimated value of the Integration PWU Surplus has decreased
from an estimated $54 million as of June 30, 2011 (net of projected expenses) to less than $10
million as of December 31, 2011 (also net of expemses). The decrease in the estimated
Integration PWU Surplus. over the six month period noted above is largely attributable to a
change in prescribed actuarial assumptions arising from a drop in interest rates, combined with a
higher take-up rate of the guaranteed pension option among members of the Integration PWU

than what was assumed.

Before reading any further, please be reassured that this decrease in the Integration PWU
Surplus in no way affects your basic pension benefit entitlements under the Plan. The
pension benefits that you have earned under the Plan, or the monthly benefits that you are

eurrently receiving, are nnaffected.

The surpluses related to the Indago, Adason and Pelican Partial Wind Ups have not been
similarly affected. Members ofthe Prior Partial Wind Ups elected the form of pension benefit at
the time their employment was terminated. The expected annuity purchases were already
factored into the surplus estimate. In addition, the amount of liabilities relative to the amount of
assets in the Prior Partial Wind Ups was less than in the Integration Partial Wind Up.
Consequently, the impact of lower interest rates on the level of surplus of the Prior Partial Wind
Ups was relatively less than the impact on the Integration Partial Wind Up surplus amount. The
surplus estimates communicated to you in the March, 2011 Information Packages, along with
Class Members’ individual surplus share estimates, are still reasonable estimates of what you
will receive under the Settlement. It is important to note, however, that until surplus is actuaily
distributed the surplus amounts are still estimates, and may go up or down.

The effect of the reduction in the estimated Integration PWU Surplus is that there may be a delay
in implementing the Settlement, including the distribution of surplus shares to members of the
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Prior Partial Wind Ups. The parties are working together, under the supervision of Justice Perel]
of'the Ontario Superior Court of Justice, to consider options to address the current situation. We

will keep you informed of any developments.

Ifyou have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kimlaw.ca

PLEASE DO NOT CALL JUSTICE PERELL OR THE OMNTARIO SUPERIOR COURT
OF JUSTICE _
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This is Exhibit "F" referred to in the
affidavit of Anthony Guindon
sworn before me, this 20%
day of September, 2012

|| A Commissioner for taking affidavits, etc. .
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THE CANADA LYFE CANADIAN EMPLOYEES PENSION PLAN (the “Plan™)

IMPORTANT INFORMATION ABOUT THE CLASS PROCEEDINGS

NOTICE TO ACTIVE EMPLOYEES

From: David Kidd, Alex Harvey, and Jean-Panl Marentette, Plaintiffs; on potice to all
parties

This announcement is approved by the Court and intended for all “active” Members of the Class
included in the Canada Life Class Action Settlement, approved by the Ontario Superior Court of
Justice by order dated Jarmary 27, 2012, which includes all active members of the Plan as of
June 30, 2005 plus any new members up to October 28, 2011(together with the spouses, estates,

heirs, beneficiaries and representatives of those who have died).

Please note that your pension entitlements under the Plan are unaffected by the
circumstances described In this notice,

The purpose of this message is to provide an important update regarding the Settlement. Canada
Life and Class Counsel have recently been informed by the external actuarial advisors to Canada
Life that certain prevailing conditions in the financial and anmuity markets, in concert with
greater than assumed rates of election by Class Members of certain benefit settlement options,
have adversely impacted the valuation of the Integration Partial Wind Up Surplus (“Integration
PWU Surplus™). Specifically, the estimated value of the Integration PWU Surplus has decreased
from an estimated $54 million as of June 30, 2011 (net of projected expenses) to less than $10
million as of December 31, 2011 (also net of expenses).

The decrease in the estimated Integration PWU Surplus over the six month period noted above is
largely attributable to a change in prescribed actuarial assumptions arising from a drop in interest
rates, as well as a higher take-up rate of the guaranteed pension option among members of the
Integration PWU than what was assumed. The combined effect of low interest rates and the
higher annuity take-up rate is to appreciably increase the cost of settling the basic benefits, hence
reducing the estimated amount of the Integration PWU Surplus.

As a practical matter, the reduction in the estimated Xntegration PWU Surplus does not
affect your entitlement under the Settlement. Inaccordance with the Settlement, active Class
Members who are eligible to participate in the Settlement will receive a two year “contribution
holiday” under the Plan, which means they will not have to make employee contributions to the
Plan during that time. Active members who are otherwise eligible for this contribution holiday
but who have left employment before the holiday begins, will receive an equivalent cash
payment. The contribution holiday will not be funded out of the Integration PWU Surplus, and
therefore is not affected by the decrease in the Integration PWU Surplus.’

The effect of the reduction in the Integration PWU Surplus is that there may be a delay in
implementing the Seftlement, however, including a delay in the provision of contribution
holidays to eligible active members. The parties are working together, under the supervision of
Justice Perell of the Ontario Superior Court 'of Justice, to consider options to address the current

situation. We will keep you informed of any developments.
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If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca

PLEASE DO NOT CALL JUSTICE PERELL OR THE GNTARIO SUPERIGR COURT
OF JUSTICE,
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This is Exhibit "' G" referred to in the
affidavit of Anthony Guindon
sworn before me, this 20%
day of September, 2012




July 11, 2012

YIA EMAIL

Koskie Minsky LLP

Blake, Cassels & Graydon LLP
Barristers & Solicitors

Patent & Trade-mark Agents

198 Bay Street

Suite 4000, Commerce Court West
Toronto ON MS5L 1A8 Canada

Tel: 416-863-2400 Fax: 416-863-2653

Jeff Galway
Dir: 416-863-3859
jeff.galway@blakes.com

20 Queen Street West
Suite 900, Box 52
Toronto, ON MSH 3R3

Attention: Mark Zigler

Re: David Kidd et al. v, The Canada Life Assurance Company et al.
Court File No.: 05-CV-287556CF

Dear Mark:

As we have previously discussed, in mid-May of this year Mercer approached seven annuify providers,
which were the principal players in this field in Canada (which included Canada Life), and asked each of
them to quote on providing annuities for those Partial Wind Up members of the class that have elected a

deferred or immediate pension.

Mercer has now advised Canada Life that it has been told by all seven of these annuity providers that they
were not prepared to quote on this business. In terms of the reasons given as to why no one was prepared
1o quote, they include the camnplicated indexing provisions in the Canada Life Plan, the number of deferred
members and the deferral perfods, the unavailability of assets o back the liabilities and the size of the

request.

Given the circumstances, we should discuss the mechanics for transferring the liabilities for these Partial
Wind Up members to the on-going portion of the Plan. Relevant to this discussion and to the timing of any
transfer is a May 2012 educational note recently released by the Canadian Institute of Actuaries entitled
“Assumptions for Hypothetical Wind-Up and Solvency Valuations with Effective Dates Between December
31, 2011 and December 30, 2012” (copy attached). Note in particular the discussion on page 9 under the

heading “Indexed Pensions”.

Can you call me to discuss next steps.

Yo,
Jef/ Galw,

c Clio Godkewitsch/Anthony Guindon — Koskie Minsky LLP
Jonathan Fareman — Harrison Pensa LLP
John Field - Hicks Morley Hamilton Stewart Storie LLP
lan McSweeney/Doug Rienzo - Osler, Hoskin & Harcourt LLP
Darrell Brown ~ Sack Goldblatt Mitchell LLP

very truly,

JWGAIcg
Encl.

MONTREAL QTTAWA TORONTOQ CALGARY VANCOQUVER
NEW YORK CHICAGO LONDON BAHRAIN ALKHOBAR® BEIING SHANGHAL* blakes.com

22252231.2 * Assocated Office
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Institut
, canadian
des actuaires Vol au-delt du risque

Seelng Beyond Risk  Conadian
Insiituie o
Actuaries

Educational Nofe

Assumptions for
Hypothetical Wind-Up
and Solvency Valuations with
Effective Dates Between
December 31, 2011, and
December 30, 2012

Committee on Pension Plan Financial Reporting

May 2012

Document 212032

Ce document est disponible en fran¢dis
© 2012 Conadian Institute of Actuories

Members should be familior with educational notes. Educational noles describe but do not
recommend practice inillusirative sttuations. They do not constitute Standards of Practice
and are, therefore, not binding. They are, however, intended fo llusirate the application
{but not necessarily the only application] of the Standards of Practice, sc there should be no
conflict between them. They are intended fo assist actuories in applying Standards of
Practice inrespect of specific matters. Responsibility for the manner of applicafion of
Standards of Practice in specific circurmstances remains that of the membersin the pension
practice area.
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% institut

seeing Beyond Risk Canadian
canadien

institute of

Actuaries des actuaires Volr au-deld du risque
Memorandum
To! All Pension Actuaries
From: Phil Rivard, Chair

Practice Council

Gavin Benjamin, Chair
Committee on Pension Plan Financial Reporting

Date: May 24, 2012

Subjeci: Educational Note—Assumptions for Hypothetical -Wind—mp and
Solvency Valuations with Effective Dates between December 31, 2011,

and December 30,2012

This educational note provides guidance on assumptions to be used for hypothetical
wind-up and solvency valuations for 2012. It confirms the initial guidance for 2012
assumptions that was provided in an announcement issued on February 6, 2012.

The Committee on Pension Plan Financial Reporting (PPFRC) would like to express its
gratitude to BMO Assurance, The Co-Operators, Desjardins Financial Security, Great-
West Life, Industrial Alliance, Manulife, Standard Life, and Sun Life for providing the
committee with data. ‘

In an educational note provided in 2010, the PPFRC included additional draft guidance
on the assumptions to be used for hypothetical wind-up and solvency valuations for very
large plans and plans with benefits indexed to the Consumer Price Index in situations
where an alternative settlement method was being hypothesized. Comments were invited
from pension actuaries and other interested parties. Subsequently, the Actuarial Standards
Board established a designated group (DG) to review the practice-specific standards with
respect to the selection of assumptions for hypothetical wind-up and solvency valuations.
The DG has completed its review and concluded that significant changes to the standards
are not appropriate at this time. Consequently, the PPFRC has resumed the process of
developing additional guidance relating to the selection of assumptions for hypothetical.
wind-up and solvency valuations for very large and/or indexed plans in situations where
an alternative settlement method is being hypothesized.

The PPFRC is also conducting further research regarding the pricing of indexed annuities
and the effect on annuity pricing of the duration of the obligations being purchased.

360 Albert Street, Sulte 1740, Ottawa ON K1R 7X7
J 613.226.8196 & 613.233.4552
secretariat@actuaries.ca / secretariat@actuaires.ca
actuaties.ca / actualres.ca
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The PPFRC expects to issue additional and/or revised guidance as soon as practical
following the completion of the above activities.

In accordance with the Institute’s Policy on Due Process for the Approval of Guidance
Material other than Standards of Practice, this educational note has been prepared by the
PPFRC and has received final approval for distribution by the Practice Council effective
May 24, 2012.

As outlined in subsection 1220 of the Standards of Practice, “The actuary should be
Samiliar with relevamt Educational Notes and other designated educational material.”
That subsection explains further that a “practice which the Educational Notes describe for
a situation is not necessarily the only accepted practice for that situation and is not
necessarily accepted_actuarial prastice for a different situation.” As well, “Educational’
Notes are intended to illustrate the application (but not necessarily the only application)
of the standards, so there should be no conflict between them.”

If you have any questions or comments regarding this educational note, please contact
Gavin Benjamin at his CIA Online Directory address, gavinbenjamin

fowerswalson.com.

PR, GB
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1. INTRODUCTION
According to paragraph 3330.16 of the Standards of Practice, the assumptions used for
actual and hypothetical wind-up valuations would
in respect of benefit entitlements that are assumed to be settled by purchase of
annuities, reflect single premium annuity rates,
in respect of benefit entitlements that are assumed to be settled by lump sum
transfer, reflect the standards in section 3500 respecting commuted values,
and .
in respect of benefit entitlements that are assumed to be settled in some other
manner, reflect the manner in which such benefits would be settled.

This document has been prepared by the Committee on Pension Plan Financial Reporting
(PPFRC) and is intended to provide actuaries with guidance in selecting appropriate
assumptions for hypothetical wind-up and solvency valuations in respect of benefit
entitlements that are assumed to be settled by purchase of annuities or by lump sum
transfer with effective dates on or after December 31, 2011, and prior to or on December
30, 2012. For greater clarity, this document does not provide detailed guidance on
selecting appropriate assumptions for hypothetical wind-up and solvency valuations in
respect of benefit entitlements that are assumed to be settled in a manner other than the

purchase of annuities or lump sum transfer.
This educational note confinms the finitial guidance for 2012 assumptions that was
provided in an announcement issued on February 6, 2012.
2. SETTLEMENT METHODS
To comply with paragraph 3330.16 of the Standards of Practice, the actuary would make
an assumption for each class of plan members as to the portion of liabilities settled by
annuity purchase, commuted value transfer or other manner of settlement. Typically,
classes of plan members would include at least
active members not eligible for retirement,
active members eligible for retirement,
retired members and surviving spouses, and
deferred vested members.
In determining the appropriate assumption for the method of settlement, the actuary
would consider
any legislative requirements to offer specific settlement options to various classes of
members,
the settlement provisions of the plan and, in particular, the options to be provided to
members upon plan wind-up,

the benefit provisions of the plan, for example,
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where a plan has generous ancillary benefits, an election to receive a comunuted
value transfer may be affected by the maximum transfer limits imposed under

section 8517 of the Income Tax Act (Canada) Regulations, or
where a plan has inflexible retirement options and few optional forms of payment,
a member may prefer to elect a commuted value transfer to increase flexibility in
paymert {erms, ’ .

the postulated scenario upon which the hypothetical wind-up is based,

past experience of the plan, when relevant, and
any experience from actual wind-ups of comparable plans of which the actuary may
be aware.
All requirernents of the Standards of Practice with respect o the development and
reporting of assumptions would apply to this assumption.
3. BENEFITS ASSUMED TO BE SETTLED BY LUMP SUM TRANSFER

For hypothetical wind-up valuations, of which solvency valuations are a subset,
paragraph 3240.05 of the Standards of Practice states, “For a hypothetical wind-up

settlement date are coincident.”

Accordingly, the wind-up liabilities for benefits expected to be settled through the

payment of a lump sum transfer would be determined in accordance with section 3500 of

the Standards of Practice, applying the assumptions consistent with the particular

valuation date.

4, BENEFITS ASSUMED TO BE SETTLED BY PURCHASE OF
NON-INDEXED GROUP ANNUITIES

lethodology

The PPFRC began collecting data from insurers on a quarterly basis in 2009. Six insurers
agreed to provide quotes, on a confidential basis, on illustrative blocks of business. The
insurers that agreed to provide this information are Desjardins Financial Security, Great-
West Life, Industrial Alliance, Manulife, Standard Life, and Sun Life Financial. In late
2011, two additional insurers, BMO Assurance and The Co-Operators, agreed to provide
quotes on the same basis.

The PPFRC prepared data for two illustrative blocks of business for non-indexed
pensions that were then provided to the insurers. One illustrative block is intended to be
representative of a large purchase (i.e., with a total premjum greater than $15 million)
and the other illustrative block is intended to be representative of a small purchase (i.e.,

with a total premium less than $15 million).
The characteristics of the illustrative blocks of business, as follows, are:
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Large Purchase (approximaiely $39 million total premivm)

Retirees
»  Number 229
«  Average age 66
> Average monthly lifetime pension $700
= Number with bridge pension payable 10 age 65 44
« Average monthly bridge pension $322
Deferred vesied
s Number 95
e Average age 46
» Average monthly lifetime pension at age 65 $642
Small Purchase (approximately $6.4 million total premium)
Retirees
o Number 24
«  Average age 66
o Average monthly lifetime pension 3710
+  Number with bridge pension payable to age 65 5
¢ Average monthly bridge pension $412
Deferred vested
o Number 37
«  Average age 46
»  Average monthly lifetime pension at age 65 $678

Based on current interest rate levels and assuming that the pensions arc not indexed, the
durations of the illustrative blocks' are as shown here.

Large-Purchase Small Purchase
Retirees 10.9 10,7
Deferred vested - 244 24.5
Combined 13.5 17.4

Using these data, the insurers indicated that they would provide realistic quotes (i.e., as
though the quotes truly represent blocks of business on which they are bidding) as of the
agreed-upon dates. Based on the quotes, the PPFRC then calculated the implicit discount
rate underlying each quote.

The insurers indicated that it would not be appropriate, for competitive reasons, for the
PPFRC to disclose the individual discount rates underlying the insurer quotes, including
the discount rate associated with the most competitive quote. Also, the insurers indicated
that, in their view, it is not appropriate to rely solely on the most competitive iHustrative
quote for purposes of establishing group annuity purchase discount rate assumptions
because the capacity at which group annuities can be transacted at the best illustrative
price might be limited. For example, a particular insurer may not be transacting actual
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sales at a particular date, even though illustrative quotes are provided at that date, if the
insurer has met its capacity limit,

After lengthy discussions, the PPFRC and the insurers agreed that, for purposes of
providing guidance on group annuity purchase discount rates, it would usually be’
appropriate to reference the average of the discount rates for the three most competitive
quotes. In reaching this conclusion, the PPFRC considers the magnitude of the spread
between the illustrative quotes (which data are confidential).

The guidance contained in this educational note is partially based on quotes provided by
the eight insurance companies on illustrative group annuity business using pricing
conditions at December 31, 2011. These data were collected on the same basis as the
illustrative quotes as of December 31, 2010 (as described in the May 2011 educational
note), and are consistent with the methodology adopted as of each quarter end in 2011,
Consistent with the analysis performed at previous quarter ends, the illustrative quote
information was supplemented with data on the pricing of actual group annuity purchases
during the fourth quarter of 2011 provided by certain actuarial consulting firms.

Analysis

The results of the illustrative non-indexed quotations at December 31, 2011, based on the
UP94 generational mortality tables (with the AA improvement scale), are summarized
below and compared to the previous illustrative quote information provided by the
insurers as at September 30, 2011.

AYERAGE OF THE THREE MOST COMPETITIVE QUOTES
{USING UP94 GENERATIONAL MORTALITY TABLES)

Large Purchase Small Purchase
30/09/2011  31/12/2011 | 30/09/2011 311272011

Retirees

& Discount rate 3.57% 3.28% 3.56% 3.36%

s Spread over CANSIM +0.85% +0.87% +0.88% +0.95%
V39062

Deferred vesteds

s Discount rate 3.59% 3.46% 3.52% 3.50%

[y Spread over CANSIM + 091% + ].05% -+ 0.84% + 1.09%
V39062

The illustrative quotes suggest that an appropriate discount rate for estimating the cost of
purchasing 2 non-indexed group annuity for immediate pensions be determined as the
unadjusted yield on Government of Canada (GoC) long-term bonds (CANSIM V39062)
increased arithmetically by approximately 90 basis points (bps), in conjunction with the
UP94 generational mortality tables.

The pricing information for actual group annuity purchases during the fourth quarter of
2011 was also considered. In particular, the data on the actual purchases of non-indexed
annuities during the month of December 2011 that were available to the PPFRC produced
an average spread of approximately 90 bps above the prevailing unadjusted vield on GoC
long-term bonds (CANSIM series V39062).
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While the illustrative quotes do indicate differences in the pricing for immediate and
deferred annuitics, some of the insurers provide their quotes on the basis that the
immediate and deferred annuitics are comingled in the same purchase. As a result, and
based on both the illustrative quotes and the actual group annuity data, the PPFRC has
concluded that there is not sufficient evidence at this time to differentiate the guidance on
pricing of group annuities for large and small annuity purchases, and immediate and

deferred annuities.

Guidanee for Non-indexed Pensions

Based on the analysis described above, the PPFRC has concluded that an appropriate
discount rate for estimating the cost of purchasing a non-indexed group annuity would be
determined as the unadjusted yield on GoC long-term bonds (CANSIM V39062)
increased arithmetically by 90 bps, in conjunction with the UP94 generational mortality
tables. This guidance applies to both immediate and deferred pensions and also applics
regardless of the overall size of a group annuity purchase.

Example

As at December 31, 2011, the unadjusted CANSIM V39062 rate was 2.41%. This rate
would form the basis for developing an appropriate underlying discount rate for
valuations of non-indexed group annuities with effective dates of December 31, 2011,
and January 1, 2012, to be used in conjunction with the UP94 generational mortality
tables. Prior to rounding, an applicable underlying discount rate would then be
determined as 2.41% + 0.90% = 3.31%.

Each actuary would use discretion in determining whether to round discount rates to the
nearest multiple of five, 10, or 25 basis points. Consistency in the application of such

rounding would be maintained.

5. INDEXED PENSIONS

As in prior years, data regarding the pricing of annuities indexed to the Consumer Price
Index (CPI) are extremely limited. None of the data obtained regarding actual annuity
purchases during the fourth quarter of 2011 pertain to indexed annuities. In most cases,
the contributing insurers did provide illustrative quote data for the sample blocks on a
CPl-indexed basis. It may be noted that the premiums quoted for the illustrative quotes
on this and prior occasions are substantially higher than the guidance provided by prior
educational notes.

The PPFRC intends to conduct further research in 2012 regarding the pricing of indexed
annuities. The analysis will include confirmation as to whether the insurers would be
willing to actnally transact on the basis reflected in the illustrative annuity quotes. This
ressarch may result in the revision of future guidance for estimating the cost of
purchasing indexed annuitiés. :

Accordingly, an acceptable proxy for estimating the cost of purchasing a group annuity
where pensions are fully indexed to the rate of change in the CPI would be the unadjusted
yield on GoC real-rehun long-term bonds (CANSIM series V39057) in conjunction with
the UPY94 generational mortality tables. This guidance applies to both immediate and
deferred pensions and also applies regardless of the overall size of a group annuity
purchase. As at December 31, 2011, the unadjusted CANSIM V39057 rate was 0.45%.
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in sitwations where pensions are partially indexed, indexed to a measure other than the
CPI, or contain a deferred component, the acfuary would make appropriate provisions for
such situations consistent with the guidance provided in this educational note and other

relevant educational notes,
6. INBIVIDUAL ANNUITY PRICING

The PPFRC observes that, particularly during a period of capital market turbulence, the
pricing of individual and group annuities can differ for reasons such as:

there is a greater risk of anti-selection for individual annuities,
the size of the average monthly pension is usually larger for individual annuities, -

individual annuities may have less complex ancillary features,

the ability to find appropriate fixed-income investments to back the annuity
obligation may be 2 lesser issue for individual annuities due to the relatively small
premium size, particularly during a period in which many fixed-income instruments
are highly illiquid, and

the group annuity pricing is underwritten at the time of the quote, while individual
annuity pricing for a particular quote may be “automated”.

As a result of these factors, the pricing of individual and group annuities can differ
significantly, as occurred in late 2008 and early 2009. Where an actuary considers that a
plan’s hypothetical wind-up or solvency obligations could be settled by the purchase of
individual annuities, yields based on relevant individual annuity quotations could be
reflected in establishing the annuity purchase discount rate assumption.

7. LARGE PLANS

As noted in prior educational notes, due to capacity constraints within the Canadian
group annuity market, it is possible that large plans would not be able to purchase
annuities upon plan wind-up. While the capacity of the group annuity market is not
clearly known, it is the PPFRC’s understanding that during the past few years total
transactions in the Canadian group annuity market were less than $1.5 billion annually.
Also, as discussed above, the availability of CPl-indexed annuities of any size may be
severely limited.

It may be possible to market a large annuity as a series of smaller annuities over a
reasonable period of time, thereby enabling a plan with greater annuity liabilities to
access the annuity market anyway. However, this approach may not be suitable, or even
possible, in every instance. For example, it may not be possible to settle groups
representing annuity liabilities exceeding approximately $500 million over a reasonable
period of time, even through a series of smaller annuities, Further, large plans with
inflationary increases tied to an external index (i.e., CPI related) would likely have
difficulty in settling liabilities successfuily through a group anmuity purchase.

It is very difficult to predict how the benefits of members in receipt of a pension would
be settled for large plans with, effectively, no access to group annuity markets. In the
absence of any practical experience, the actuary would make a reasonable hypothesis for
the manner in which the benefits may be settled. In making such hypothesis, the actuary

10
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would consider relevant legislative requirements and regulatory guidance. Based on this
hypothesis, the actuary would then develop appropriate assumptions.

Note that, in most circumstances where a plan wind-up is hypothesized, the principles
underlying the determination of annuity prices would continue to apply. For example, if it
is hypothesized that Habilities are to be settled through an establishment of a replicating
portfolio, an actuary would be puided by the underlying philosophy used by insurance
companies in pricing group annuities (i.e., that high-quality fixed-income assets with
characteristics similar to the liabilities are used to “immunize” the purchase, with further
adjustments for expenses and possibly margins for adverse deviations).

8. MORTALITY

Whether or not the actuary is considering a settlement mechanism other than the purchase
of annuities, the mortality experience of pensioners can be a factor in developing an
appropriate basis. The determinant is whether future pensioner mortality would be
expeeted o be materially higher or lower than average either due to credible and
persistent experience or to occupational or demographic factors.

There is evidence that insurers may consider demonstrable substandard mortality
experience submitted when establishing the pricing basis for specific group annuities.
Insurers also increasingly appear to be considering occupational or pension size data in
establishing mortality assumptions for specific group annuities.

The actuary would consider an adjustment to regular annuity purchase assumptions
where there is demonstrated substandard or super-standard mortality or where an insurer
might be expected to assume significantly shorter or longer than normal longevity based
on occupational or demographic factors. In such cases, the actuary would be expected to
make provisions for future improvements in mortality in a manner consistent with the
mortality improvements inherent in the assumed annuity purchase basis.

9. WIND-UP EXPENSES

Unless the actuary is satisfied that the expenses of wind-up are not to be charged to the
pension fund, the actuary would make an assumption regarding these expenses and the
assumption would be explicit. Expenses normally include such items as fees related to
preparation of the actuarial wind-up report, fees imposed by a pension supervisory
authority, legal fees, costs related to the purchase of annuities, and administrative costs
related to the settlement of beneflts. Actuaries may refer to the educational note Expens;

in Funding Valuations for Pension Plans for further guidance. .

10. RETROACTIVE APPLICATION

If an actuary has already prepared a funding valuation report with an effective date on or
after December 31, 2011, before the publication of this guidance, the actuary would
consider paragraphs 1820.33 through 1820.36 of the Standards of Practice to determine

whether it is necessary to withdraw or amend the report.
11. FUTURE GUIDANCE

The PPFRC intends to continue monitoring group annuity pricing on a quartetly basis,
Actuaries may use the spreads indicated above for valuations with effective dates on and
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after December 31, 2011, up to December 30, 2012, pending any further guidance or
other evidence of change in annuity pricing.

Given the volatility in group annuity pricing which has occurred in the past few years, it
is entirely possible that revised guidance could become necessary during the year and, if
that occurs, there will necessarily be some delay (such as 60 to 90 days) between the
effective date of data collection and the publication of revised guidance. When reporting
results of a valuation, within a period of 60 to 90 days of the effective date of the
valuation, the actuary may wish to alert users of the report to the possibility that revisions
could be needed in the event of new guidance being published.

Moreover, actuaries may wish to be mindful of the volatility in group annuity prices
when communicating advice related to future hypothetical wind-up and solvency
valuations.

The PPFRC is currently developing guidance and/or conducting research with respect to
alternative settlement methods, the pricing of indexed annuities, and the effect of liability
duration on annuity pricing.

Responsibility for the manner of application of Pension-specific Standards of Practice in
specific circumstances remains that of the member in the pension practice area.

12
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Blake, Cassels & Graydon LLP
Barristers & Solicitors

Patent & Trade-mark Agents

189 Bay Street

Suite 4000, Cornmearce Court West
Toronto ON MBL 1A3 Cenada

Tel: 416-863-2400 Fax: 416-863-2653

Septemnber 12, 2012 Jeff Galway

Dir: 416-863-3859
YVIA E-fAIL jeff.galway@blakes.com
Koskie Minsky LLP

20 Queen Street West
Suite 900, Box 52
Toronto, ON M5H 3R3
Attention: Mark Zigler

RE: David Kidd et al. v. The Canada Life Assurance Company et al.
Court File No.: 05nC\{—2875560P

Dear Mark:

As we have previously discussed, in mid-May of this year, Mercer approached seven annuity providers
which were the principal players in this field in Canada and asked each of them to quote on providing
annuifies for those Integration partial wind up members of the class that have elected a deferred or
immediate pension. Mercer subsequently advised Canada Life that it was told by all seven of these annuity
providers that they were not prepared to guote on this business. In terms of the reasons given as’to why no
one was prepared to quote, they included the complicated indexing provisions of the Canada Life Plan, the
number of deferred members and the deferral periods and the unavailability of assets to back the liabilities.

Given that annuities are not available for purchase, Canada Life has decided that the prudent course is to
transfer the Integration partial wind up class members who elected to receive an immediate or deferred
pension to the on-going portion of the Plan and to effect this transfer as soon as possible. As we have
advised you, Canada Life is of the view that this is in the best interests of the partial wind-up members in
part because as the CIA Guidelines presently stand, the cost to transfer members into the Plan is
significantly less than what the actual cost to purchase annuities would likely be if they were available for

purchase.

This transfer will be done pursuant to FSCO Policy W100-233. In accordance with this Policy, Canada Life
will provide a revised statement to affected Integration partial wind up members who have made (or who
have been deemed to have made) an election fo receive an immediate or deferred pension in the form of an
annuity advising that in the circumstances the Company has decided to transfer thelr assets and liabilities

into the on-going portion of the Plan.

in terms of the report required to be filed with FSCO documenting the transfer of the assets and liabllities of
affected Integration partial wind up members to the on-going Plan, this transfer will be made effective as of

August 31, 2012. Once the transfer has been completed, subject to receiving the fequisite autstanding
approvals under the Surplus Sharing Agreement (SSA), any surplus allocable to the Integration partial wind

MONTHEAL OTiAWS “ORONID CALGARY VANCOLWER KEWVDRE ZHICACD (ONOOM  BAHRANS ALKHOBAH®  BEUING  §HAMGHA®
*Razniatzd Olen Brain, Coauess & Spioa LAF | blakes.com
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up (and the three proposed prior partial wind ups) will then be distributed in accordance with the terms of the
SSA and Judgment of Perell J. dated January 27, 2012.

Yours very truly,

Je%é‘ G

JWGAIcq

c: Clio Godkewitsch/Anthony Guindoh ~ Koskie Minsky LLP
Jonathan Foreman — Harrison Pensa LLP -
John Field — Hicks Morley Hamilton Stewart Storie LLP
tan McSweeney/Doug Rienzo — Osler, Hoskin & Harcourt LLP
Darrell Brown — Sack Goldblatt Mitchell LLP

SAUNTREAL  QTTAVA  TORSHTD CALGARY VANCOIREH NEWYDAE LHICAGD LOMDON  SARAAIN  ALZAOBARS  HTulG  SHANGHAD
CAsaeag Oftce Biate, Casoets & Stoyilon 1P | blokes.com
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.. affidavit of Anthony Guindon
sworn before me, this 201
day of September, 2012
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Benedict 0. Ukkonga, FSA, FCla, CFA
Principal

161 Bay Street

P.O. Box 501

Toronto, Ontario M5J 285

416 B6B 7385 Fax 416 868 7555
 ben.ukonga@mercer.com

www.mercer.ca

September 12, 2012

Ms Amy Metzger

Counsel - Litigation

The Canada Life Assurance Company
255 Dufferin Avenue

London, Ontario

NBA 4K1

Privileged & Confidential
Prepared for the Advice of Counsel

Subject: Estimate of the financial position on a solvency basis of the portions of the Canada
Life Registered Plan affected by the 2005 partial wind-up and the potential Indago, Adason and

Pelican partial wind-ups

Dear Amy:

As requested, this letter provides an estimate of the financial position of the portion of the
Canada Life Canadian Employees Pension Plan (the “Canada Life RPP” or the "Plan”) affected
by the June 30, 2005 partial plan wind-up (the "2005 PWU group”) and the portions of the Plan
affected by the potential Indago, Adason and Pelican partial wind-ups on a solvency basis as at

August 31, 2012.

Similar to our previous updates, we have estimated the financial position of the 2005 PWU group
under two scenarios:

= Scenario 1: assuming that terminations of Indage, Adason Property Management and
Pelican Foods employses who were members of the Plan (the “Historical Potential PWU

groups”) do not trigger separate partial wind-ups of the Plan; and

* Scenario 2: assuming that separate partial wind-ups of the Plan are triggered by the
terminations of Indago, Adason Property Management and Pelican Foods employees who

were members of the Plan.
The estimated financiai positions of the Historical Potential PWU groups are only shown under
scenario 2.

Consulting. Outsourcing, Investmerts,
Mearcar (Canada) Limited
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September 13, 2012

s Amy Metzger

The Canada Life Assurance Company

Please note the following:

= The liabilities of the 2005 PWU group and the historical pofential wind-up groups have been
calculated based on market conditions at August 31, 2012. The assumptions used are
summarized in Appendix A. They also reflect our current understanding of the provisions of

the Canada Life Registered Plan.

= Under Scenario 2, the liabilities of the Indago, Adason and Pelican Foods employees include
the estimated liabilifies for additional benefits that would arise if partial wind-ups of the Plan

were declared in respect of each of these groups.

= Far the 2005 PWU group, the cumulative pending expense payments have been updated
from June 30, 2012 to August 31, 2012 by increasing the amount at June 30, 2012 with the
expenses for this group for July and August 2012 (provided by Canada Life). Forthe
historical potential partial wind-up groups, we have left the cumulative pending expense
payments unchanged from the amounts at June 30, 2012. We do not expect these amounts
to have materially changed as at August 31, 2012 from their respective amounts at June 30,

2012.

As mentioned in our earlier estimates, these cumulative pending expense payments are
being held as “payables” against the assets allocated to the respective groups’. Appendix B
provides further information on these cumulative pending expense payments:

The cumulative pending expense payrhehts are as follows:

Group Cumulative pending expense payments
June 2005 partial wind-tp group $14.2 million
indago $0.0 million
Pelican $0.1 miflion
Adason Property Managemeit 30.4 million

! Plan assets were segmented before pending expense payments were deducted, therefore, cumulative
pending expense payments are being held as payables against the respective groups’ allocated assets,
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September 13, 2012

Ms Amy Metzger
The Canada Life Assurance Company

Estimated Financial Position as at August 31, 2012

Under Scenario 1, assuming partial wind-ups are not declared as a result of the terminations of
Indago, Adason Property Management and Pelican Foods employees who were members of the
Plan, the estimated financial position of the 2005 PWU group at August 31, 2012 is as follows.
For comparison purposes, we show the estimated financial position at June 30, 2012 (and based
on the new CIA annuity purchase guidance, which became effective June 30, 2012).

Estimated financial pesition for 2005
August 31, 2012 Ju 0, 20
PWU group ($ mililon) g ’ ne 30, 2012

Assets $312.7 $311.6
Pending asset fransfer $6.9 $6.7
Liabilities ($286.5) - ($285.8)
Pending expense payments ($14.2) ($14.0)
Surplus $18.9 $18.5
Provision for future termination expenses ' ($12.7) ($12.7)
Surplus net of termination expenses $68.2 $5.8

- The provision for future termination expenses for the 2005 PWU group, of $12.7 million, is an
estimate of the future administrative, communications, actuarial, legal and other fees related o

the partial wind-up that was provided by Canada Life.
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September 13, 2012

Ms Amy Metzger

The Canada Life Assurance Company

A reconciliation of the change in the estimated financial position from June 30, 2012 to August
31, 2012 is as follows:

{millions)
Estimated surplus at June 30, 2012 $5.8
Investment return on assets allocated to the partial wind-up group $2.2
interest on liabiliies at 2.7% ($1.3)
Impact of election of commuted values $1.3
Change in estimated costs of purchasing annuities ($1.8)
Increase in pending expense payments (50.2)
All otherfactors $0.2
$6.2

Estimated surplus at August 31, 2012

Impact of potential partial wind-up declarations in respect of Indago, Adason and
Pelican

Under Scenario 2, assuming that terminations of employees of Indago, Adason Property
Management and Pelican Foods are declared to be separate partial wind-ups of the Plan, the
estimated financial position of the different groups within the Plan (excluding Crown DC account
balances) as at August 31, 2012 are as follows:
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September 13, 2012

Ms Amy Metzger

The Canada Life Assurance Company

Estimated financial 2005 Indago Adason Pelican
position at August 31, PWU aroup

2012 {$ miliion)

Assets $316.52 $1.5 $12.2 $4.3
Liabiliffes ($286.5) ($0.2) ($5.2) G111
Pending expense

payments ($14.2) $0.0 ($0.4) (80.1)
Surplus $15.8 $1.3 $6.6 $3.1
Termination expenses {($12.7) (30.2) ($0.4) (30.2)
Surplus net of . $3.1 $1.1 $6. 5 $2.0

termination expenses

A reconciliation of the estimated financial position from June 30, 2012 for Indago, Adason and
Pelican to the estimated financial position at August 31, 2012 shown in this letter is presented

below:

(% millions) Indago Adasen  Pelican Foods
Estimated surplus at June 30, 2012 $1.1 $6.1 $2.9
Investment return on allocated assets $0.0 . $0.2 $0.1
Interest on liabiliies $0.0 ($0.0) $0.0
Increase In provision for future termination v

expenses (30.0) - ($0.0) (30.0)
Changes in estimated costs of purchasing

annuities $0.0 $0.0 $0.0
All other factors ($0.0) (30.1) ($0.1)
Estimated surplus at August 31, 2012 $1.1 $6.2 $2.9

2 Reflects pending asset transfer as a result of datav changes made
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September 13, 2012

Ms Amy Metzger

The Canada Life Assurance Company

Membership data, assumptions, and methoedology -
For the purpose of preparing the above estimates:

= We have used membership data as at August 31, 2012 for the 2005 PWU and as at
December 31, 2011 for the Indago, Adason and Pelican potential partial wind-up groups.

*  Forthe 2005 PWU group, we have reflected }nembers’ actual elections for the settlement of

their basic benefits.
. — For members who elected a lump sum transfer, we have reflected the payment of their

commuted values. We have reflected lump sum payments that the Company has

indicated will be made up to September 14, 2012;
For members wha elected an immediate or deferred pension, we have reflected the
estimated cost of seftling their benefits through the purchase of deferred or immediate

annuities;
For members whose seftlement elections have not been received, we have assumed

these members would elect, or be deemed to elect, an immediate or deferred pension.
We have estimated the cost of settling their benefits through the purchase of deferred or

immediate annuities.

In addition, under scenario 2, we have assumed all Indago, Adason, and Pelican Foods
employees with remaining benefit entitlements® would elect, or be deemed to elect, o
have their benefits settled through the purchase of immediate or deferred annuities,

= The calculations were prepared based on our current understanding of the provisions of the
Canada L.ife Registered Plan;

»  We have used the economic assumptions (specifically interest rate and inflation) consistent
with the economic conditions at August 31, 2012;

The assumptions used in our calculations are summarized in Appendix A:;

® This excludes members who have already received a lump sum transfer (at their initial terminafion dates)
but are entitled fo additional benefits as a result of a partial wind-up being declared
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September 13, 2012

Ms Amy Metzger

The Canada Life Assurance Company

»  We have relied on the August 31, 2012 market value of assets provided to us by Canada
Life;

» The estimated financial positions are expressed on a solvency basis;

= . The estimaled cost of purchasing annuities is based on the Canadian Institute of Actuaries’
Educational Note: Assumptions for Hypothetical Wind-up and Solvency Valuations with
Effective Dates Between December 31, 2011 and December 30, 2012 effective June 30,

2012,

We note that in Canada, there is very limited data available in the market regarding the
pricing of annuities indexed to inflation. The market for these annuities is also virtually non-
existent. As a result, it is possible, maybe even likely, that the actual cost of purchasing
these annuities will exceed (potentially materially) the estimates shown in this letter,

If you have any guestions regarding the above, we would be glad to discuss them with you in
more detail at your convenience. As always, you can reach me at (416) 868 7385.

Sincerely,

Benedict O. Ukonga, FSA, FCIA, CFA
Principal - :

Copy:
Wally Robinson: Great-West Life | London Llfe | Canada Life

Doug Johnson, Joseph Tang, James Dalton: Mercer
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Appendix A: Key Assumptions

August 31, 2012

June 30, 2002

Benefits assumed to be settled through annuity purchase

Nominal interest rate

Mortality rate

Inflation
Post retirement indexing

Immediate retirement

Indexed: 2.36% per year
Nen-indexed: 3.04% per year
Deferred retirement

indexed: 3.04% during the deferral
period, 2.36% after commencement
Neon-indexed: 3.04% per vear

UP 94 with generational mortality
improvements (sex distinct)

1.85% peryear

We have assumed that the life
insurance company would price the
annuities as if they were fully indexed
for inflation.

Immediate retirement’

Indexed: 2.35% per year
Non-indexed: 3.05% per year
Deferred refirement

Indexed: 3.05% during the deferral
period, 2.35% after commencement
Non-indexed: 3.056% per year

UP 94 with generational mortality
improvements (sex distinct)

1.90% per year

We have assumed that the life
insurance company would price the
annuities as if they were fully indexed
for inflation. )

Provision for future wind-up
expenses:

June 2005 PWU | $12.7 million
Indago $0.0 miflion
Adason $0.4 million
Pelican $0.1 million

$13 million for the June 30, 2005 partial
wind-up (based on information provided

{ by Canada Life). To be determined for

the other potential partial wind-ups
groups.

Member settlement elections

All remaining members of the 2005
PWU group, and remaining Indago,
Adason and Pelican members are
assumed 100% immediate or deferred

annuities

All remaining partial-windup members
assumed 100% immediate or deferred
annuities

Basis

Solvency

Solvency

Mercer (Canada) Limlted

Consulting, Dutsourcing. Investments,
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Appendix B

Reconciliation of the assets allocated to the 2005 PWU group (under scenaiio

7 and before pending expenses)

Reconciliation from June 30, 2012 fo August 31, 2012

2005 PWU group

June 30, 2012
PLUS

$311,648,000

Members’ contributions $0
Company’s contributions $0
Investment income $2,182,000
$2,182,000°
LESS '
Pension and lump sums paid $1,123,000
$1,123,000
August 31, 2012 $312,707,000

Pending Expense Reimbursements®

(millions) 2005 PWU Indago Adason Pelican
group

June 30, 2012 $14.0 $0.0 $0.4 $0.1

Estimated plan $0.2 $0.0 $0.0 $0.0

Expenses — July and

August 2012

August 31, 2012 $14.2 $0.0 $0.4 $0.1

* Cumulative pending expenses as provided by Canada Life

Marcer {Canada) Limited

Consulting. Outsourcing. Investments,
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This is Exhibit "J" referred to in the
atfidavit of Anthony Guindon
sworn before me, this 20
day of September, 2012
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KOSKIE
MINSKY e

BARRISTERS & SOLICITORS

September 13, 2012 Mark Zigler
Direct Dial; 416-595-2090

Direct Fax: 416-204-2877

mzigler@kmlaw.ca

Via E-maii

Jeff Galway

Blake, Cassels & Graydon LLP
Barristers & Solicitors

Patent & Trade-mark Agents

199 Bay Street
Suite 4000, Commerce Court West

Toronto ON
MS5L 1A9

Dear Jeff:

Re:  Duavid Kidd ¢t al. v. The Conada Life Assurance Company et al,
Court File Ne: 05-CV-287556CP
Our File No. 04/0157

We acknowledge receipt of your letter of yesterday’s date, as well as the npdated surplus
caleulation. As we advised you during our conference call on Friday, September 7, 2012, the
transfer of assets related to the Integration partial windup class members who elected 1o receive
an immediate or deferred pension to the on-going portion of the Plan is not contemplated by the
Surplus Sharing Agreement (the “SSA™), and any unilateral steps by your client without securing
both Court approval or eur clients” consent to such action would constitute a violation of section
7(s) of the SSA, as well as the Judgment approving the settlement of this action.

The parties to the SSA are under an obligation to cooperate in good faith in the implementation
‘of the SSA, and section 12(h) the SSA requires that any amendment to the SSA be mutnally
agreed to in writing. Section 12(c) further specifies that, in the event of a dispute between the
parties over the implementation or interpretation of the SSA, the parties are to seek the assistance
of the Superior Court to resolve such dispute, Finally, as you know, the Superior Court retaing
supetrvisory jurisdiction over the implementation of the SSA, pursuant to section 26(7) of the

Class Proceedings Act, 1992.

Our clients remain ready and willing to negotiate a mutually agreeable resolution to the present
impasgse, and we are of the view that the assistance of the Court should be sought to resolve this
dispute, in accordance with the section 12(c) of the SSA. However, we have firm instructions
from our clients to oppose any and all steps by your cHent to unilaterally alter the SSA, which
may include secking an order of the Court pursuant to section 26(7) of the CPA to stay the
implementation of the SSA, pending a negotiated resolution of this dispute. Furthermore, our

20 Queen Street West, Suite 900, Box 52, Toronto, ON M5H 3R3 = Tel: 416-977-8353 » Fax: 416-977.3316
www.kmlsw.ca
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clients will hold Canada Life liable for any adverse cbnsequenccs flowing from any unilateral

steps taken by your client that are not in conformity with the SSA.
Yours truly,

KOSKIE MINSKY LLP

ST

7/

-\’/Mark Zigler
MZ:dgs

c lan MacSweeney and Douglas Rienzo (Osler, Hoskin & Harcourt LLP)
David Williams and Jonathan Foreman (Harrisor Pensa LLF)
Darrell Brown (Sack Goldblatt Mitchell LLP)
Clio Godkewitsch and Anthony Guindon (Koskie Minsky LLP)

Client Committee

KA2004\040157\Letters\SENT 201 2\Lstter from MZ to Galway Sept 13 2012.doex

P
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Court File No. 05-CV-2875350CP

ONTARIO
SUPERICR COURT OF JUBTICE
BETWEEN:

DAVID KIBD, ALEXANDER HARVEY,
JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIE NUSPL, SUSAN

HENDERSON and LIN YEOMANS
. Plaintiff
- and-
THE CANADA LIFE ASSURANCE COMPANY,
AP SYMONS, D, ALLEN LONEY and JAMES B, GRANT
Defendant

AFFIDAVIT OF MARCUS ROBERTSON
(sworn September 20, 20132)

I, MARCUS ROBERTSON, of the Village of Bath, in the Province of Ontario,
MAKE OATH AND SAY:

1. Tam a fellow of the Canadian Instifute of Astuaries, a former pariner in the firm
of Robertson, Eadie and Associates, and was retained by the Plaintiffs in the within
proceeding to provide actuarial advice o the Plaintiffs and Class Counsel. As such, [
have personal knowledge of the matiers to which I depose hereimaffer. Where my
Jmowledge is based upon information and belief, 1 have stated the source of my
knowledge, and verily belisve the same to be true.

2. 1have been asked by Class Counsel to swear this Affidavit fn support of the
motion by the Representative Plaintiffs of the Integration Partial Wind Up Sub-Class for
a declaration that a proposed transfer of members of the Integration Partial Wind Up
Sub-Class who elected an immediate or deferred annuity 1o the ongoing portion of the
Canada Life Canadian Employees’ Pension Plan (the “Plan”) by Ceunada Life constitufes
a violation of the Surplus Sharing Agreernent between the parties (the “SSA”™).
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3. As I acted a8 the actyarial advisor to Class Counsel and the Plaintiffs in the
context of the negotiation of the 884, I am familiar with #s terms. Class counse] as
asked me to deseribe the annuity purchase process confemplated by the S8A, provide an
overview of the reasons for the decline inthe Integration Partial Wind Up surplus in this
case, and fo discuss whether or not the 31,000 mduaimum guaranteed payment fo
maembers of the Integration Partial Wind Up Sub-Class and eligible members of the Non-
Pariial Wind-up Sub-Class under the SSA remains eapsable of implementation, from an
actuarial perspective, given the reduction of distributable surplus to approximately $3.1
millon.

4. In preparing my affidavit, T have relied vpon the following documents prepared

by Cansda Life’s actuaries (“Mercer™), and provided io me by Class Counsel:

(@  Report on the Actvarial Valuation for Funding Purposes as at December
31, 2008; and,

{b)  Letter from Benedict O. Ukonga {Mercer) to Amy Metzger (Canada Life)
dated September 12, 2012, regarding the estimate at Augnst 31, 2012 of
the financial position on a solvency basis of the portions of the Canada
Life Registered Plan affected by the 2005 pertial wind-np and fhe
potential Indago, Adason and Pelican partial wind-ups.

‘The Partial Wind Ups Generally and the Proposed Annuity Purchase

5. In very general terms, pension surplus represents the excess value of the assets
held in a pension fund over the value of the pension plan’s Liabilities, both calculated in a
manner prescribed by regulation. The estimated amount of surplus (if any) in a pension
plen af any given time is acﬂlariallly determined and depends upon a number of factors.
One of the most important factors in determining whefher or not a pension plag is in

surplus is prevailing interest rates.
6. In the context of 'a partial plan wind-up, the value of a plan’s surplus is

determined in the context of settling pension plan members® basic pension entitlements,
Under the Pension Benefits Act (the “PBA”), if a pension plan member has not yet
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retired or is not eligible for early retivement, the plan member is required to be provided
with the right to elect one of three options for the settlernent of his or her basie pension
benefite: 1) the transfer of the commmted value of his or her basic pension benefit to 2
prescribed locked-in reﬁrcrﬂent vehicle; 2) the purchase of 2 deferred annuity from an
insurance company; or, 3} the iransfer of the comumrted value of his or her basic pension
benefit to another registered pension plan, provided the adwinistrator of the propeosed

recelving plan consents to the transfer,

7. Por retired pension plan members in receipt of a pension, basic pension benefits
in pay have historically been settled through the putchase of an immediate anouity fiom

an Insurance company.

2 The pension surplus in respect of a partial wind-up is the amount of assets left

onee the foregoing basic pension benefiis have been seitled.

9. At the time the Integration Partial Wind Up was declared by Canada Life, a

' pension plan administrator who declared a partial wind-up was required to transfer the
member’s basic pension entiflements from the pension plan in accordance with the
options describea in paragraph § and 7 above, These basic requirements were described
by the Financial Services Commission of Ontarfo (“FSCO”), in Policy W100-231, a
copy of which is attached hereto as Exhibit “A.”

10.  In sccordance with this policy and general regrlatory tequirements, the terms of
the SSA were drafted in accordence with the regquirement fo provide Plan members
affected by the Integration Partial Wind Up with their portability options,

11.  More racentlj, FSCO changed itz policy with respect io the settlement of basie
benefits for pension plan members affected by a partial plan wind-up, as a result of a
decision of the Financial Services Tribunal, In this policy, Policy W100-232, dated
September 30, 2010, FSCO indicated that:
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fa]s & result of the December 2, 2009 Fingmefsl Services
Tribunal decision respecting an Imperiel Oif Limited pension
plan, FSCO will no longer requirs administrators to purchase
annuities for members affected by a pariisl wind np who me
entifled o an mmediate or a deferted pension. Instead, the
administrator may transfer the assets relating fo these pension
benefits 10 the er-going portion of the pension plan.

12. A copy of Policy W100-232 is sttached herefo as Bxhibit “B.”

13. It is notable that Palicy WlOé-ZBZ pre~-dates the execution of the SSA, which
was made effective as of September 1, 2011. While the parties could theoretically have
negotiated a provision in the SSA that members of the Integration Partial Wind Up
would have their benefits transferred to the ongoing portion of the Plan, they did not do
so. Instead, the application provision of the S84, section 7(g), provided the foilowing:

The Parties agree that PWU Group Membery shall be given

their portability rights under section 73(2) of the Pension

Benefits dct (Ontario) or under a similar provision in the

pension standards legislation applicable to them. Canada Life

will arrange for an annuity to be pumhased for any PWU Group

Member who elects to recoive (or is desmed to have e}ected) 2

deferred or immediate pension, and the pension provided via

such annwity, including indexation (if any), shall be deterinined

in accordance with the terms of the Plan. Any annuities

purchased for pensioners or other Plan or New Plan members or
former members i conjunction with the Partial Wind Ups shall

be insured annwities, and, subject to such reasonable

sdministrative limits as may be imposed by Canada Life,

aunuities shall only be purchased for an amount that on the date

of purchase is within the Assuris limits, The Parties agree that
any annuities will be purchased following a competitive bidding

process, which may include as potential a:mutty providers

Canada Life and/or any of its affiliates.

i4.  Based upon the information that was provided to Class Counsel, T understand that
Canada Life was unable to obtain any quotes from insurance companies in respect of the

required annuity purchase.

13.  From the standpoint of individuals who elected or are deemed to have elected the
purchase of 2 deferred or immediate annuity, there would likely be little impact on the
member in terms of the actual vatue of the pension received during retirement, whether
the pcnsion was paid from the ongoing Plan, or by an insurance company through an
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gnmuify contrect. The main differences rslate to the nafure of the risk and benefit

security associated with & particular form of basic benefit setflement, g

{a) A pension paid fiom the ongoing Plan relics upon the, infer alig, the
. value of the asseis in the underlying Plan fund, and the solvency of the
Plan sponsor, to guarantee the benefit; whereas,

() A pension paid throngh an ‘annuify contract is secured through the
contract with the insurance company providing the anmnity, and is,
depending upon the amount of the monthly pension being paid through
the annuity, guatanteed by an insuwrance industry organization called
Assuris,

Reasons for the Decline in the Integration ?zfﬁ&l Wind Up Surplug

16.  The most significant reason for the decline in the Integration Pattial Wind Up
Surplus relates to a dramatic increase in the cost of settling the basie pension benefits of

the members of the Integration Partial Wind Up.

17.  With any pension plan wind up (full or partial), the estimated surplus at the
 effective date of the wind-up and the actual surplus existing at the completion of the
wind up can differ, for several reasons, including 1) data changes (membership data
must be confirmed as part of the wind up process), 2) member elections (as noted above,
some metnbers have the option of accepting lump sum settlements of their entiflements
or having their entitlement purchased from an insurance company, 3) investment returns
that are different from the returns assumed at the effective date of the wind up, and 4)
differences beiween the estimated and actual costs of purchasing anmnities.

18.  In this case, the partial wind up was declared by Canada Life effective June 30,
20035 and basic pension benefits of employees affected by this partial wind-up have not
yet been setiled,

19.  In various correspondences and reports prepared by the Plan’s actuary since the
effective date of the partial wind-up, the actuary has identified changes in the estimated
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suplus and the sources of those changes. I have not sttempted to aggregate the fgures

presented by the Plan’s actuary, but instead provide general comments regarding the

changes in estimated sueplus over time,

20.  The changes in estimated surplus that were due to changes in mentbership data

wers not material,

21, The effect of individual member elections has been to reduce the estimated
amount of strplus. .More members than were expected elected pension purchases and
annuity purchase prices have been greater than comrmuted values available for transfer,

Z2.  Regarding investroent performancs, it is my understanding that Canada Life took
steps to partiglly “imnnmize” the assets associated with the Integration Partial Wind Up,
by moving a significant portion of the assets from equity investments to fixed income

investments.

23, Inthis case, the asset values iu respect of the Integration Partial Wind Up have

2o
not declined, and in fact, the value of the underlying assets has sormewhat increased,

24.  There have been, however, signiﬁcan"t increases since December 31, 2008 in
Habilities related to affected members who elected purchased pengions, and these
increases are largely related to the discount rates used by the Plan’s actuary. In the
following paragraph, I diseuss guidance provide to actuaries by the Canadian Institute of
Actuaries ("CIA”™). For purposes of this document, I limited my comments to guidance
selated to valuing fully indexed pensions. Similar comments would apply o the
valuation of non-indexed pensions; although the discount rates were necessarily

different.

25,  The CIA has, for several years, provided guidance regarding actnarial bases
(discount rates and mortality assumptions) to be used when estimating the cost of
purchasing annuities for actuarial valuation putposes. In my experience, actuaries
generally follow the CIA’s guidance, unless they can support the use of a different basis,
For zeports on this Plan, the actuary has followed CIA’s guidance consistently.
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26.  Forongoing pension plans, actuaries typlcally use the guidance when performing
solvency aud hypothetical wind-up valuations. For pension plans that are being wound
up, whether in whole or in part, actuaries use the guidance fo esiimate the cost of
putchasing annuities from insurance eompanies for members for whom pensions will be
purchased in order to complete the full or partial wind-up. The actual cost of the
pensions being purchased is determined by the inswrance companies that sell annuities,

27, Of the two sassumptions covered by the CL&’S'.guidance, the discount rafe
assumption has the greatest impact. I have not estimated the effect of changes in the
discount rates on the estimated purchase prices of pensions and, consequently, the
 estimated surplus on the partial wind-up of the Plan, but note that these effects have been
described in various correspondences and reports prepared by Mercer over the past
several years, While I didn’t confirm that Mercer's estimates were accurate, they

seemed reasonable, given the discount rates that the actnary was using.

28. For actuarial valuations with effective dates between Janﬁary 1, 2005 and
December 31, 2007, the CIA offered ne guidance to actnaries with respect to pensions
that are indexed in relation to changes in the Consumer Price Tndex (“CPI”), indicating
that it (the CIA) did not have sufficient information fo provide “any direct guidance on
the appropriate basis to be used to value such annuities.” :

29.  For actuatial valuations with effective dates on or afier Janmary 1, 2008, the CIA
‘has consistenily recommended, for plans the size of the Plan, that achuaries use the yield
on Govemnment of Canada real-retorn long-term bonds for pensions that are fully
indexed to changes in the CPL  Although indexed pensions under this Plan are not
necessarily fully iﬁdexed to changes in the CPL the Plan’s actvary has made thst

assumption and I agree with his assumption.

30.  The fbllowing table illustrates thé yields on Government of Canada real-retyrn
long-term bonds (CANSIM series V39057) at various dates since December 31, 2007,
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-%-
Date ' Yicld on GoC 7
Real-Return Long-Ternn Bonds :
December 31, 2007 1.91%
December 31, 2008 2.10%
December 31, 2009 1.53%
December 31, 2010 L11%
December 31, 2011 0.45%
June 30, 2012 .44%
August 31, 2012 0.40%
September 18, 2012 0.35%

31.  These rates are measnred and reported on a daily basis. In 2012, the yields have
renged from 0.30% (June 1% and June 4%) and 0.62% (March 19%).

Minimum Guarantéed Benefits Under the SSA

32, Under the terms of the SSA, the Integtation Partial Wind Up surplus is to be

divided as follows:

(&)  57.22% to members of the Integration Partial Wind Up group;

(b)  12.44% to eligible inactive members of the Non-Partial Wind Up group;
and,

(e}  30.34% to Canada Life.

33.  Utilizing the most recent estimate provided by Mercer of the Integration Partial
Wind Up surplus, the allocation of surplus as between these three groups is

gpproximately as follows:
(@)  Integration Partial Wind Up Group: $1.77 million;
(b)  Eligible inactive Non Partial Wind Up Group: $0.39 million; and,

(c)  Canada Life: $0.94 miltion.
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34, The SSA provides certain minimum guaranteed surplus payments to certaln
members of the Class, These are set out at sections 7{g) and 8(d) of the SSA, which

provide as follows:

7(g)  The minimum smpli,ss sllocation to sach Eligible PWU
Group Member shall be $1,000.

8(d) The Imactive Rligible Non-PWU Gronp Surplus
Allocation shall be allocated under the Plan among
Inactive Eligible Non-PWU Group Members {or their
surviving spouse, beneficiary, or estate described in
peragraph 8(f) below, if applicabls) pro raia to the wind
up Labilities of such Inactive Bligible Non-PWU Group
Members as of June 30, 2005 (or the dats immediately
preceding death or cash oot for those individuals whose
{iabilities under the Plan were reduced or paid out due
to death or cash out between April 12, 2005 and June
30, 2005}, subject fo & minimum allocation of $1,000
and having regard 1o applicable regulatory
requirsruents. .

35.  Based upon the most recent report filed with FSCO by Canada Life, ag at
December 31, 2008, it was reported that there were 2,146 individuals of the Integration
Partial Wind Up Group, snd 1,560 individuals in the eligible inactive Non Partial Wind

Up Group.

36.  Given the available surplus, as estimated at August 31, 2012 by Mercer, the
surplus available for distribution would be insufficient to meet the minimum payments
guaranteed by sections 7(z) and 8(d) of the SSA, as: '

(@  $1.77 million, distibuied pro tata amongst the members of the
Infepration Partial Wind Up Group, only nets individual surplus
allocations of approximately $825.00 per group member; and,

(b)  $0.39 million, distributed pro rata amongst the members of the eligible
inactive Non Partial Wind Up Group, only nets individual surplus
allocations of approximately $250.00 per group member.
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37.  Imake this Affidsvit in good Salth and for no other or improper purpose.

SWORN BEFORE ME at the Town of
Bloton, in the Province of Oniaro, on

Septeniber 742012, '
T Mg Q«ﬁ«&

Kennath Gregory Menlove
Barristar, Seﬂgiw &
Nobary Publie
Province of Oﬂtﬁ{‘i@
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e ) - 4~ Thigis Exhibit A" refersed to fn the
o . . IR affldavit of Mareus Robertson
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" Kenneth Gregory Menlove
Barrister, Solicitor &

Motary Public
chinae of Ontario
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Financial Services Commission of Ontario
Commisgion des services fingnciers de POntario

Oﬁg;m
SECTION: Wind Up
DEX NQ.: Wi100-231 .
TITLE: Distribution of Benefits on Partial Wind Up

-PBA . 72(1) and 73(2)
~ Regulation 909 s, 28(2)

APPROVED BY: Superintendent of Financial Services
PUBLISHED: FSCO website (March 2007)

BFFECTIVEDATR: Mearch 30, 2007 {No longer applicable - replaced by W100-232 - September 201 0]
REPLACES: W100-230

This policy replaces W100-230 (“Individual Staterzent at Wind Up™") as of the offective date of this policy.

Note: Where ibis palicy conflicis with ihe Finandial Services Cormmission of Ontario Aet, 1997, 5.0, 1997, ¢. 28 (FSCG
Aet), Pension Bengfits dct, R.S5.0. 1990, ¢, P.8 (PBA) or Regulation 909, RR.0. 1990 (Regulation), the FSCO Aci, PRA

or Regulation govern,

This poliay addresges the distribution ef the benefits provided under the terms of the pengion plan on partial wind up, In
this policy, the ferm “benefits” does not include any benefits arising from the distribution of susplus on partial wind up,
On full wind np of & pension plan, all assets of the pension plan znst be distributed. Similarly, on parfial wind up, the
sdminisirator must distribute all assels in the wound up poriion of the pension plan.

The distribution of surplus on partial wind up is sddressed in polivies $900-901 (“Allocation of Sutplus to Members,
Former Members and Other Persons on Wind Up”) and 8900-910 (“Distribution of Surphis to Employeron Partil Wind
U™

Opiions for Receipt of Benefits

On the partial wind up of a pension plan, several options are provided under the PBA for the distribution of benefits 1o
members, former members and other persons who ate entitled to recsive benefits from the pension plan as & result of
partial wind up.

Active members incloded in the partial wind up may elect to:

¢ Transfor the commuted value of the pension benefit, as provided in section 73(2) of the PBA;
Receive the Inmp sum cash payment under any of sections 39(4), 50, 63(2), 63(3) and 63(4) ofiha PB4, subject

o the terms of the pension plan; or
+  Rsoeive an immediate or deferred pension.

Page 1 of2
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Index No.: W100-231 [ Page 2 0f 2

Fortoer members and other persons who ave included in the partisl wind up and are notinreceipt of pension paymenis on
the pariial wind up dato continye to be entifled to 8 deferred pension commencing at the normal retirement date, ot such
earlier dute ey provided under the terms of the pension plan, PBA and Regulation, In addition, section 73(2) of the PBA
provides that such persons are entifled o the sransfer rights under section 42(1) and that zection 42(3) does not apply to

limit these fransfer rights,

Genarally, all persons included in the partial wind up who are {n receipt of a pension will continue {o recsive their
pension on the ssme basis as before the partial wind np. The pension amount may be adiusted st the completion of the
partial wind up procsss, such as whese the ferms of & mmulti-employer pension plan permit the reduction of banefits, or
where an employer declares bankruptey and the partial windup has zot been fully fiunded. |

If 2 member who s entitled fo make st election does not do so within the prescribed time, or such longer period as the
administeator may allow, the mesmber shall be deemed to have elected a defemed or immediate pension.

All inomediate and deferred pensions in the wotnd up portion of the pension plan miust be provided through the putchase
of life anmmities from an insurance contpany lcensed in Canada to pravide such annuities. _

Provisien of Indlvidual Stafements

The admindatrator of the pension plan must prepars Individual statements, as required by section 72(1} of the PBA. The
staternents mustset out the entitlements and the options available to cachmember, former roember and ofher personwho
is entitled to receive benefits or a refund from the pension plan 48 & result of the partiel wind vp.

The statements required under section 72(1) of the PBA must confain the informuation specified In sectlon 28(2) of the
Regulation. In respect of former members and other persons who are cucrently in receipt of or will be teceiving
pension, the staternent should include full information on the insnrance company from which the annuity has been or will
be purchased, a3 well as the naroe of a sontact person there. Where this contact information is not available at the time
that the statement is issned, fhe statement shovld indicate when and how the information wiil be provided.

The statemnents required nnder section 72{1) ofthe PBA must be given fo the persons who are entitled torecefve payment
from the pansion plan ag & result of the partial wind wp within 60 days afier the administeator receives notice that the
Syperintendent of Finanela] Services (Supetintendent) has approved the wind wp report, Where the Snperintandent hag
approved payment of benefits under section 70(3) of the PBA, the statements must be glven to thepersons affected by the
approval within 60 days afier the administrator receives notice of the ssetion 70(3) approval.

Distribution of Benefits

Once the Superintendent has spproved the wind up report, the diskibution of benefits by transfer, cash payment or
annuity purchase, as elected by all persons entitled to benefit pryments under the wound up portion of the pension plan,

should proceed a5 quickly as possible.

Where the wound up porfion of the pension plan is in & defieit position that requires additional fimding under section 75
of the PBA, sections 25(7) and 29(R) of the Regulation may place limits on the Hutribution of benefits from the pension
plan. See also policy W100-440 (“Resirictions on Payments in Deficit Situations™).

PN P P a prmanat, Wt
Whars the wound up _pm.uuu fuging yw.\mu.u yum Zina nu.Ly_{un yumuuu, Pl vislon of benefits st be comploted okt e

ar concurrently with the distibution of surplus from the wound up portion of the pension plan.

The split, either notional or acioal, between the wound up snd on-going portions of the pension plan must be maintained
nntil all assets of the wound up portion are distributed, When that asset distdbution is eompleted, only the on-going

pottion of the pension plan will remain.
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Thds 1s Exhikit *B" referred to inthe
affidavit of Marens Robortson
* sworn before me, this 207
f Sepfember, 2012

issionet for taking affidavis, cto. §

R R e Ry ]

Renneth Gregory Menlove
Barrister, Solicitor &
. Notary Public -
Provines of Ontario
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Financial Services Commission of QOmiarde
Cornmission des. services financiers de 'Ontario

SECTION: Wind Up
INDEX NG : W100-232
TITLE: Distribution of Benefits on Pariial Wind Up

~-PBA ss. 72(1) and 73(2)
- Regulation 909 =. 28(2)

APPROVED BY: Superintendent of Financial Servives
PUBLISHED: FECO website (September 2010)
RBFFECTIVE DATE: September 30, 2010

REPLACES: W100-231

This polivy teplaces W100-231 (“Distribution of Benefits on Partial Wind Up”) as of the effective date of this pokcy.

Note: Where this policy corflicis with the Finonclal Sexvices Comniission of Ontario Act, 1997, 8.0. 1997, e, 28 (FSCD
Aef), Pension Benefirs Act, RS.0, 1990, c. P.8 (FBA) ar Regulation 909 R.R.0, 1990 (Regulation), the FSCO Act PBA

or Regulation govern.
Note: The electromic version of this policy, inclading divect access to all linked references, is avatlable an FSCQ’s

website at waw.fsco.gov.on.ca. Afl pension policies can be accessed from the Pensions section of the website through
the Pension Polleles ink

This policy addresses the distritution of the benefits provided under the terms of the pension plan onpartial wind up. In
thispolicy, the term “benefits” does not inchide any benefits arsing from the distribution of surplus on pertial wind up,
On foll wind up of a pension plan, il assets of the pension plan st be distributed. Similarty, on partial wind up, the
administrator mast distribute all assets related to the wound np portion of the pensiou plan.

The distribution of surplus on partial wind up ig addressed in policies S900-901 (Allocation of Surplus fo Members,
Partial Wind

Former Members and Other Persons on Wind Up) and £900-910 (Distribution of Suepl Bmployer
Un), '

Opiious for Receipt of Benefits

On the partial wind vp of 2 pension plan, several options are provided under the PBA for the distribution of benefits {o
members, former members and other persons who are entitled to receive benefits from the pension plan as & result of

partial wind up.

Page 1 of 3
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Iadex Mo.: W100-232 /Page 2 of 3

Active members included i the partial wind up may elect to

Transfer the commuted valne of the pension benefit, as provided in section 73(2) of the PBA. The transfer
rights under séotion 42(1) entitle & member of former setmber with a deferved pension under the pension plan to
transfar the commuted value of the deferred pension:

2} to & pension find related o another pensdon plan, if the administrator of the other pension plan agrees

to sooept il
b) into 2 preseribed retirement savings arrangement; or
c) forthe purchase of a life annuity for the member or former member, through s e insurarce company

licensed in Canads; or
+  Receive an jmmediate or deferred pension,
In addition, active membere who are eligible will reselve Tump sum vash payments:

e  Provided for under sections 3%(4), 63(3) and 63{4) of the PBA; or
Provided for nnder sections 50 and 63(2) ofthe PBA, if the terms of the pension plan provides for jt,

e

Former members sud other persons who sce included in the parils! wind vp and sre not inrecsipt of pension peyments on
fhe partiz! wind up date continue 1o be entitled to a deferred pension commencing at the normal retivement dats, orsuch
parlier date as provided under the terms of the pension plan, PBA and Regulation, Tn addifion, ssotion 73(2) of the PB4
provides that persons entitled fo 8 deferred pension but not in reeeipt of's pension are entitted o the tranafer rights under
gection 42(1) snd that sestion 42(3) does not apply to Himit these transfer rights.

Meombers afready in receipt of a pension and inelnded in the partial windup will continue to receive thelr pension from
the plan if the admindstrator decides nof to purchese annuities in respect of their benefits. If the administrator decides to
purchase anmuities for these individuals, their pension will be paid fram the applicable insurance company.

If u member who i3 entitled to make an election dogs pot do so within the preseribed time, or such longer period as the
administrator may allow, the member shall be deemed to bave elecled a deferred or, if eligible, an immediate pension.

Ag a result of'the Decerber 2, 2009 Financial Services Tribuna! decision respecting an Imperal Oil Limited pension

plen, FSCQ will no longer require administrators fo purchass anmuitics formembers affected by & partiel wind up who are

entitled to animmediate or a deferred pension. Instead, the administrator may transter the assels relating to these pension

beneﬂts to the on-going pomon of thc psnsx(m plan. For fmore information rcgardmg this, see pony W100233 -
> i3 P (£

FProvigon of Individusal Stateraonts

The adminiatrator of the pension plan must pepate individual strfsments, ag tequired by section 72(1) of the PBA. The
statemnents 1omst set out the informstion specified in section 28(2) of the Regulation inchiding the options available to
pach member, former meniber and other person whao is entitled to receive benefits or a refind from the pension planas s

resnit of the partisl wind up.

Tn mm;m* of former membare and other parsons for whom the administrator has mm:ha_«zed or intends to pntrchase an
annuity from zn insursnce company Jicensed in Canada, the statoment should also include information {pame and
address) of the insurance company from which the anmujty has been or will be purchased, as well a3 thenstme and contapt
infortation of a contact petaon there, Where this contact information {s not available af the time fhat the staterent is

issned, the statement shovld indicate when and how the information will be provided,
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Tndex No,: W100-232/ Page 3 of 3

Where the plan administrator chooses not to purchase annwities for the immediate and defetred pensions relating to the
patfial wind up, additional information and commmmiestion ss deseribed in policy W100-233 must bs provided 1o

tembars sffeated by the pertial wind up.

The statements requited wnder section 72(1y of the PBA must be given to the persons who are enfifled fo recsive payment
from the pension plan a5 a reyult of the partial wind up within 60 days after the adminigtrator receives notice that the
Superimtendent of Financial Services (Superintendent) hes approved the wind up repost, Where the Superintendent hag
gpproved payment of benefits nndar section 70{3) of the PBA, the stafements must be glven to the persons affected by the
approval within 60 days after the administrator receives notice of the section 70(3) spproval.

Distribution of Benefits

The timing of disiribution of henefite relating to 2 partial wind up depends on whether the partial wind up s in s surplus
or & defleit position,

Where the partial wind up is fully funded and the Superintendent has approved the partial wisd up teport, the plan
edminisirator must make payment in aceordance with the elections or deemed elections within 60 days afier the later of
the day in which the administrator recoives the applicable person's election ar deemed election; and the day on which the
administrator receives notice that the Superintendent bas approved the seport. The provision of benefits mpst be
completed before or conouerently with the distribution of any surpius remaining in the wound up portion of the pension

plan.

Where the wound up partion of the pension plan is in 2 deficit position that requires addifional funding under zecfion 75
ofthe PBA, sections 25(7) and 29(8) of the Regulation meay place limits on the distribution of benefits from the pension
plan. For example, section 29(8) provides that & life aunnity purchase cannot ocenr uniil the required fimding nnder
gection 75 ofthe PBA bas beenmade, Strrilarly, the transfer of the assets and lisbilities in respect of the immediate and
deferred pensions {o the on-going portion of the pension plan can only fake place once the requitements of section 75

have been met,
Where the plan administrator has chosen not to purchase Jlife annuities for the inumediate and deferred pensions of the

wound up portion of (he pension plan, the transfer of the assets and lisbilities in respect of these pensions fo the on-going
portion of the pension plan shall procsed once all section 75 funding reguirements have beenmet. See alan policies

W100-102 (Filing Requirements and Procedore on Full or Partisl Wind Up of a Pension Plan} and Wi100-440
{Restrictions on Payments in Deficit Situations).

The split, sither notional or actual, between the wound np and on-going portions of the pcnsionplan tnnst be maittained
until all assets of the wound up portion are distributed.
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This is EXHIBIT “C” referred fo in the
Affidavit of Jonathan Foreman

sworn before me this g day of March 2013.

A Commissioner, stc.

Bratioy James Adams, 8 Commlssionar,
gle., Pravines of Ontarin,
whils & Studsntat-Law.,

Explres August 27, 2015,
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This is EXHIBIT “D” referred to in the
Affidavit of Jenathan Foreman

sworn before me this g day of March 2013.

A Commissioner, etc.

Bradiey Jamss Adams, & Commissioner,
sio,, Provints of Ontarie,

while a Student-si-Law,

Explres August 27, 2016,
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THE CANADA LIFE CANADTAN EMPLOYERS PENSION PLAN

FINANCIAL SERVICES COMMISSION OF ONTARIO AND CANADA BEVENUE AGENCY,
RECISTRATION NOQ. 0354563

SURPLUS SHARING AGREEMENT - AMENDMENT #2

Made as of the 1% day of February, 2013

AMONG:

DAVID KIDD, ALEXANDER HARVEY and JEAN PAUL
MARENTETTE (hereinafter the “Plaintiffs”)

-and-

WILBERT ANTLER, ED BARRETT, ALEXANDER
HARVEY, DAVID KIDD, BRIAN LYNCH, JIM MARTIN,
GARY NUMMELIN, and SHRIRAM MULGUND in their
collective capacity as, and on behalf of, the Executive Committee
of CLPENS (hereinafter the “CLPENS Executive”)

-and-

LIN YEQOMANS, SHAUNA MURRAY and HEINZ SPUDIK in
their capacity as the members of the Pelican Pension Commiitee
(hereinafter the “Pelican Commitiee”)

-and-

JOCK FLEMING and SUSAN HENDERSON in their capacity
as the members of the Indago Pension Committee (hereinafter the
“Indago Committee”)

-and-

GARRY C. YIP and LOUIE NUSPL in their capacity as the
members of the Adason Pension Committee (hereinafter the
“Adason Committee”)

-and -
THE CANADA. LIFE ASSURANCE COMPANY
- and —

Those individuals in the Class (as defined herein) who have
retained Members® Counsel to execute this Agreement on their
behalf (hereinafter the “Represented Participants”, by their
counsel)

LEGAL. 1:25841535.6
1050600
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- and -

Those individuals in the Class who have not retained Members’
Counsel to execute this Agreement but who have provided their
individual consents to this Agreement, as undersigned (hereinafter
the “Non-Represented Participants”)

(collectively, the “Parties” and individually a “Party”)

WHEREAS the Parties entered ‘into a Surplus Sharing Agreement (the
“Agreement”) as of September 1, 2011;

AND WHEREAS the Agreement may be amended by written agreement of the
“MOU Parties” as defined therein, being the Plaintiffs, the CLPENS Executive, the Pelican
Committee, the Indago Committee, the Adason Committee, and Canada Life;

AND WHEREAS the MOU Parties amended the Agreement as of Jahuary 1,
2012 to clarify what is included in the “Settlement Expenses” (as defined therein) that can be

paid out of surplus pursuant to the Agreement;

AND WHEREAS the MOU Parties wish to amend the Agreement again, as set
out below (the “Amendment”); "

AND WHEREAS the MOU Parties have instructed their counsel to execute this
amendment to the Agreement on their behalf}

NOW, THEREFORE, IN CONSIDERATION OF their mutual covenants, and
for other good and valuable consideration, the MOU Parties agree as follows:

1. Capitalized terms used in this Amendment shall have the meaning set out in the
Agreement.

2. In the ninth recital to the Agreement, the concluding words “(the “Settlement”)” are
deleted.

3. Paragraph 1(e)(vi) of the Agreement (definition of “Agrcement”) is amended by adding
the words “, as amended from time to time” at the end of the paragraph.

4. Paragraph 1(e)(liii) of the Agreement is deleted and replaced with the following:

(Jifi)  “Settlement” means the terms agreed to by the Parties in settlement of
the claims advanced in the Amended Statement of Claim, in addition to
all claims relating to the Indago PWU, the Pelican PWU, and the
Adason PWU, under an agreement based on the framework and terms
of the Integration MOU and the Adason MOU, all as reflected in this
Agreement, as amended.

LEGAL.1.25841535.6
1050600
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Paragraph 1(e) of the Agreement is amended by adding the following paragraphs in the
appropriate alphabetical position, with the existing paragraphs (including paragraph (liii)
as amended above) re-numbered accordingly:

(xxxil) “IPWG” means those Eligible PWU Group Members who were
included in the Integration PWU.

(iiv) “Segregated Portion” has the meaning set out in paragraph 7(¢) of this
Agreement.

In order to provide for additional flexibility in respect of the Quebec court proceedings
contemplated under the Agreement, paragraph 6(c)(vii) of the Agreement is amended by
adding the following to the end of that paragraph: '

The provisions in this paragraph 6(c)(vii) related to Québec court proceedings
are for the sole benefit of Canada Life, and may be waived by Canada Life in
part or in whole in its sole discretion.

In order to increase the surplus allocable to the Integration PWU, Canada Life shall
waive a portion of the Settlement Expenses which would otherwise be payable to it under
the Agreement, and also waive a portion of the interest accruing on the Plan expenses
which it has incurred but for which it has not yet been reimbursed. Accordingly,
paragraph 7(a) of the Agreement is amended by adding the following to the beginning of
that paragraph:

Notwithstanding the provisions of paragraph 2(a)(iii), Canada Life shall waive
its entitlemnent to reimbursement of a portion of its Settlement Expenses in the
amount of $500,000; in addition, notwithstanding the provisions of paragraphs
2(a)(i) and 10¢e), Canada Life shall waive entitlement to reimbursement of an
amount equal to the amount of interest that would accrue under such paragraphs
from August 31, 2012 to December 31, 2013; and the foregoing amounts shall
be added to the Final Partial Wind Up Surplus allocable to the Integration PWU,
prior to the division described in this paragraph 7(a).

In order to increase the surplus payable to those Eligible PWU Group Members who were
included in the Integration PWU (i.e., the “IPWG™), as well as the amount of surplus
payable to the Inactive Eligible Non-PWU Group Members, the CLPENS Executive shall
waive its entitlement to reimbursement of the future legal fees (but not disbursements)
approved by the Ontario Superior Court of Justice on January 27, 2012, which fees would
otherwise be payable to it under the Agreement, and direct the resulting amount of
increased surplus to those groups. Accordingly, paragraph 7(d) of the Agreement is
amended by adding the following to the end of that paragraph:

Notwithstanding the provisions of paragraph 2(a)(iii), the CLPENS Executive
shal] waive its entitlement to reimbursement of a portion of its Settlement
Expenses in the amount of $250,000, less any Settlement Expenses that consist
of disbursements incurred by its legal counsel after January 27, 2012 up to the
Settlement Approval Date. Such amount shall be divided in the ratio set out in
paragraph 7(¢) — 57.22:12.44 — and the larger portion shall be added to that
portion of the Eligible PWU Group Surplus Allocation that is payable to the
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IPWG. The smaller portion shall be added to the [nactive Eligible Non-PWU
Group Surplus Allocation.

9. In order to reflect recent events related to annuity markets, paragraph 7(e) of the
Apgreement is deleted and replaced with the following:

Portability -~ All PWU Group Members

The Parties agree that PWU Group Members shall be given their portability
rights under section 73(2) of the Pension Benefits Act (Ontario) or under a
similar provision in the pension standards legislation applicable to them.

Integration PWU members — Transfer to Ongoing Portion of Plan

For any member of the Integration PWU who elected to receive (or was deemed
to have elected) a deferred or immediate pension, their portability rights have
been satisfied by Canada Life transferring assets equal lo such members’
liabilities to the ongoing portion of the Plan effective August 31, 2012,

Integration PWU members — Segregation of Assets and Liabilities

The assets and related liabilities referred to in the previous sentence shall be
notionally segregated (the “Segregated Portian™) until the completion of the
second surplus distribution (if any) contemplated in paragraph 11.1 below (or
until it is determined that such a surplus distribution will not be occcurring).
Canada Life shall not purchase annuities for any member of the Integration
PWU in satisfaction of his or her Plan benefits before December 31, 2014
without the consent of the Plaintiffs and the CLPENS Executive, which consent

shall not be unteasonably withheld.
Frior PWVU members — Annuity Purchase or Transfer to Ongoing Plan

For any individual included in a Prior PWU who elects to receive (or is deemed
to have elected) a deferred or immediate pension, Canada Life will either
arrange for an annuity to be purchased, or will arrange for the pension to be
provided from the ongoing portion of the Plan, as Canada Life may decide in its
sole discretion. If an annuity is purchased for an individual included in a Prior

" PWU, the pension provided via such annuity, including indexation (if any), shall
be determined in accordance with the terms of the Plan. Any annuities
purchased for an individual included in a Prior PWU shall be insured anrnuities,
and, subject to such reasonable administrative Hmits as may be imposed by
Canada Life, shall only be purchased for an amount that on the date of purchase
is within the Assuris limits. The Parties agree that any such annuities will be
purchased following a competitive bidding process, which may include as
potential annuity providers Canada Life and/or any of its affiliates.

10.  Canada Life has agreed to fund certain payments under the Agreement, if necessary,
related to the minimum surplus amounts that are payable to Eligible PWU Group
Members. Accordingly, paragraph 7(g) is amended by adding the following to the end of

that paragraph:

For Eligible PWU Group Members who were included in a Prior PWU, in order
to maks the minimum $1,000 payment to any individual who otherwise would
receive less than that amount, surplus payments to the rest of the individuals in
the Prior PWU in question will be reduced on a proportionate basis. Should
there not be sufficient surplus allocable to the Prior PWU in order for all
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Eligible PWU Group Members included in that Prior PWU to receive at least
$1,000, Canada Life will pay the individuals the additional amount needed such
that each individual receives $1,000. '

For members of the IPWG, in order to make the minimuwm $1,000 payment to
any individual who otherwise would receive less than that amount, surplus
‘payments to the rest of the individuals in the [IPWG will not be reduced; instead,
Canada Life will pay the individual the additional amount needed such that he or
she receives $1,000.

Canada Life has agreed to fund certain payments under the Agreement, if necessary,
related to the minimum surplus amounts that are payable to Inactive Eligible Non-PWU
Group Members. Accordingly, paragraph 8(d) is amended by adding the following to the
end of that paragraph:

In order to make the minimum $1,000 payment to any Inactive Eligible Non-
PWU Group Member (or to the surviving spouse, beneficiary, or estate if
applicable) who otherwise would receive less than that amount, surplys
payments to the rest of the Inactive Eligible Non-PWU Group Members will be
reduced on a proportionate basis. Should the Inactive Eligible Non-PWU Group
Surplus Allocation not be sufficient in order for all Inactive Eligible Non-PWU
Group Members (or the surviving spouse, beneficiary, or estate if applicable) to
receive at least $1,000, Canada Life will pay the individuals (or estates) the
additional amount needed such that each individual (or estate) receives $1,000.
For certainty, if the Inactive Eligible Non-PWU Group Member had named
multiple beneficiaries, and surplus is payable to them, the $1,000 payment will
be divided among the beneficiarics.

The MOU Parties have agreed that the assets and liabilities transferred to the ongoing
portion of the Plan in respect of members of the Integration PWU who elected to receive
(or were deemed to have elected) a deferred or immediate pension shall be notionally
segregated (i.e., the “Segregated Portion™), and have agreed that should surplus arise in
that Segregated Portion as of December 31, 2014, and provided certain other conditions
are satisfied, then a portion of such surplus shall be distributed to the IPWG and to
Inactive Eligible Non-PWU Group Members. Accordingly, a new paragraph 11.1 is
added to the Agreement as set out below. :

t1.1.  SEGREGATED PORTION — POTENTIAL SECOND SURPLUS
DISTRIBUTION

(a) Canada Life’s Plan actuaries will determine whether a surplus exists in
the Segregated Portion as at December 31, 2014, either on a going
concern or wind-up basis, as sst out in paragraph 11.1(b). If the going
concern or wind-up calculation (or both) disclose no surplus, then no
further action will be required and the Segregated Portion need no
longer be notionally segregated. .

{b) For purposes of the calculation of surplus under paragraph 11.1(z), the
" caleylation of the liabilities on a going concern basis will be based on
the following:

0 Assumptions and methods consistent with acceptable actuarial
standards and economic conditions as at December 31, 2014,
and not. necessarily the same assumptions and methods used
for the December 31, 2011 funding valuation of the Plan;
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and the calculation of the liabilities on a wind-up basis will be based on
the following:

(i1) Annuity purchase and/or commuted value assumptions
applicable as at December 31, 2014,

(iii) Accepted actuarial standards of practice as at December 31,
2014.

For certainty, no smoothing of assets and/or Habilities will be used in
caleulating either the going concern or wind-up financial position of the
Segregated Portion, and no excludable benefits will be excluded in
calculating the liabilities. The Plan actuaries® determination of the
surplus position of the Segregated Portion shall be set out in a report
certified by them (which will not be a full valuation report of the Plan
for funding purposes), and shall be fina} and binding.

If the certified report prepared by Canada Life’s Plan actuaries
identifies a surplus in the Segregated Portion as at December 31, 2014,
then, subject to the limit set out in paragraph 11.1(e} below, the surplus
in the Segregated Portion calculated on either a going concern or wind-
up basis, whichever is less, shall be distributed to the' IPWG and to
Inactive Eligible Non-PWU Group Members subject to the following

adjustments:
o 10% of such surplus shall be deducted off the top; and

(ii) The remaining surplus will be reduced to take into account
any contributions and other payments (such as special
payments), together with interest at the fund rate of return, that
are made by Canada Life into the Plan after August 31, 2012
and that are notionally allocated to the Segregated Portion, all
as caleulated by Canada Life’s Plan actuaries, before
determining the amount, if any, of surplus to be distributed.-

57.22% of the surplus remaining after the adjustments described in
paragraph 11.1{c), net of any allocation made pursuant to paragraph
11.1¢h), will be paid to the IPWG, and 12.44% will be paid to the
Inactive Eligible Non-PWU Group Members, allocated to individuals

" as set out in paragraphs 11.1(g) and 11.1(j).

The total of the amounts distributed under paragraph 11.1(d) above and
paragraph 11.1(h) below shall not exceed $15,000,000.

Any payment of surplus under the second distribution to Plan members
subject to Quebec jurisdiction will not be made; instead, the surplus
share otherwise payable to such members will remain in the Plan, and
Canada Life will pay such amount directly to the Quebec members. In
addition, notwithstanding the foregoing provisions of this paragraph
11.1(f), Canada Life reserves the right in its sole discretion to leave the
surplus share otherwise .payable to all other individuals eligible to
participate in the second distribution in the Plan, and to pay amounts
otherwise payable to such individuals directly to them.
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Individual Surplus Allocation — IPWG

(g

The amount of surplus calculated as set out above in this paragraph
11.1 that is payable to IPWG members shall be allocated to individual
members as follows.

Step 1: Calculate the share of surplus each IPWG member would have
received in the first distribution under this Agreement, if surplus were
equal to the sum of the following amounts:

0] The amount of the Eligible PWU Group Surplus Allocation
allocable ta the IPWG under the first surplus distribution; plus

@in The cost to Canada Life of funding the minimum $1,000
payment to the IPWG under the first distribution (as set out in
paragraph 7(g) above); plus

(iif) The amount of surplus to be distributed to the IPWG from the
Segregated Portion (as calculated above, including the limit
under paragraph 11.1(e)).

Surplus in Step 1 shall be allocated to members pro rara to the
ligbilities set out in the Partial Wind Up Report as at the effective date
ofthe Integration PWU, excluding any statutory grow-in benefits,
subject to a minimum distribution of $1,000, with any top-up required
to make the minimum $1,000 surplus payment effected throngh a
reduction of the surplus otherwise payable to other members of the
PWG.

Step 2: The amount payable to each member of the IPWG under the
second distribution equals the amount calculated in Step 1, less the
amount paid or payable to the individual in the first distribution of
surplus under this Agreement.

Step 3: If the amount payable to any member of the [PWG as
determined in Step 2 is less than $100, the member’s payment shall be
reduced to zero. The amount of surplus to be distributed to the IPWG
from the Segregated Portion (including amounts that would otherwise
have been payable to members whose allocation under Step 2 was less
than $100) will be distributed to those IPWG members (if any) whose
allocation under Step 2 was greater than $100, pro ratg to the liabilities
set out in the Partial Wind Up Report as at the effective date of the
Integration PWU, excluding any statutory grow-in benefits.

Quebec Members Who Would Have Been IPWG Members — Surplus Allocation

n)

A portion of the surplus that is payable to IPWG members as set out in
paragraph 11.1(d) above shall be allocated to;

6] those Inactive Eligible Non-PWU 'Group Members who
otherwise would have been included in the Integration PWU,
but for the fact that they were employed in a Canadian
Jjurisdiction that at the relevant time did not recognize partial
pension plan wind ups in its pension legislation; and to

@) any former members of the Plan who otherwise would have
been included in the Integration PWU, but for the fact that
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they were employed in a Canadian jurisdiction that at the
relevant time did not recognize partial plan wind ups in its
pension legislation, who were not inactive members of the
Plan on April 12, 2005 and who are not Opt-Outs

so that each such individual receives a total amount of surplus under
this paragraph 11.1 which, after taking into account the amount (if any)
they receive under paragraph 11.1(D), is equal to the amount they would
have received had they been treated as IPWG members.

Individual Surplus Allocation — Inactive Eligible Non-PWU Group Members

@

The amount of surplus calculated as set out above in this paragraph
11.1 that is payable to Inactive Eligible Non-PWU Group Members
shall be allocated to individual members as follows.

" Step I: The share of surplus each Inactive Eligible Non-PWU Group

Member would have received in the first distribution under this
Agreement, if surplus were equal to sum of the following amounts,
shall be determined:

0] The amount of the Inactive Eligible Non-PWU Group Surplus
Allocation under the first surplus distribution; plus

in The amount of surplus 1o be distributed to the Inactive Eligible
Non-PWU Group Members from the Segregated Portion (as
calculated above, including the limit under paragraph 11.1(e)}.

Surplus in Step | shall be allocated to members pro rata to the wind up
liabilities of such Inactive Eligible Non-PWU Group Members as of
June 30, 2005 (or the date immediately preceding death or cash out, for
those individuals whose liabilities under the Plan were reduced or paid
out due to death or cash out between April 12, 2005 and June 30,
2005), subject to a minimum distribution of $1,000, with any top-up
required to make the minimum $1,000 surplus payment effected
through a reduction of the surplus otherwise payable to other Inactive
Eligible Non-PWU Group Members.

Step 2: The amount payable to each Inactive Eligible Non-PWU Group
Member under the second distribution equals the amount allocated in
Step 1, less the amount paid or payable to the individual in the first
distribution of surplus under this Agreement.

Step 3: If the amount payable to any Inactive Eligible Non-PW1U)
Group Member as determined in Step 2 is less than $100, the member’s
payment shall be reduced to zero. The amount of surplus to be
distributed to the Inactive Eligible Non-PWU Group Members from the
Segregated Portion (including amouats that would otherwise have been
payable to members whose allocation under Step 2 was less than $100)
will be distributed to those Inactive Eligible Non-PWU Group
Members (if any) whose allocation under Step 2 was greater than 100,
pro rata to the wind up liabilities of such Inactive Eligible Non-PWU
Group Members as of June 30, 2005 (or the date immediately
preceding death or cash out, for those individuals whose habilities
under the Plan were reduced or paid out due to death or cash out
between April 12, 2005 and June 30, 2005).
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6)) Should any IPWG member or Inactive Eligible Non-PWU Group
Member die before receiving a payment of surplus under this paragraph
11.1, the amount of surplus that would have been payable to such
individual will instead be payable as follows:

(i) Where the individual Is survived by a spouse or former spouse
who at the time of the individual’s death is entitled to a
pension or other death benefit under the Plan, the surplus shall
be paid to that spouse or former spouse;

(i) If there is no such spouse or former spouse, if the individual
designated a beneficiary or beneficiaries under the Plan, the
surplus shall be paid to that beneficiary or those beneficiaries;

or

(i) If there is n0 such spousc or former spouse, and no beneficiary '
had been designated by the individual, surplus shall be paid to
the individual’s estate.

(9] Any distribution of surplus under this paragraph 11.1 may be combined
with the first disiribution of surplus contemplated under this
Agreement, as Canada Life may determine appropriate in its sole
discretion. -

M Individuals included in the Prior PWUs will not share in any second
surplus distribution as contemplated in this paragraph 11.1.

{m) Any second sﬁrplus distribution as contemplated in this paragraph 11.]
will be subject to applicable regulatory approvals, if any.

This Amendment shall be subject to the approval of the Ontario Superior Court of Justice
pursuant to section 29 of the Ontario Class Proceedings Act, 1992. Unless and until the
Ontario Superior Court of Justice approves this Amendment, it shall be of no force or

effect. :

This Amendment to the Agreement may be executed in any number of counterparts, each
of which shall be deemed to be an original but all of which together shall constitute one
and the same instrument.

The Parties have required that this Amendment to the Agreement and all deeds and
documents relating to this Agreement be drawn up in the English language. Les Parties
aux présentes ont exigé que le présent contrat et tous autres contrats et documents
afférents aux présentes soient rédiges en langue anglaise.

Executed as of the date first written above.

CLPENS EXECUTIVE, by their counsel

CQa—

Koskixe Minsky LLP
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*LAINTIFES, by their counsel

Gl h—

Koskie Minsky LLP

PELICAN COMMITTEE, by their counsel

Cpr—

Koskie Minsky LLP

INDAGO COMMITTEE, by their counsel

e

Koskie Minsky LLP

ADTy CDIV[MITTEE by their counsel
% |

Sack Goidblatt Mitchell LLP

THE CANADA LIFE ASSURANCE
COMPANY, by el

By: [ %

Osler, Hoskin & Hayolrt LLP
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This is EXHIBIT “E” referred to in the
Affidavit of Jonathan Foreman

SWOIT before me this . g( day of March 2013.

A Commissioner, to.

Bradioy James Adars, & Commissioner,

ste.,, Province of Omtaro,
while a Studant-ed-law.

Explras August 27, 2015,
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THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN (the “Plan™)

IMPORTANT INFORMATION ABQUT THE CLASS PROCEEDINGS

NOTICE TO MEVMBERS OF THE INTEGRATION PARTIAL WINDUP

From: David Kidd, Ale;x Harvey, and Jean- PaLl Marentette, Plaintiffs; on notice to all
parties

This letter has been approved by the Court and is intended for all members of the
Integration Partial Wind Up Sub-Class included in the Canada Life Class Action
Settlement (the “Integration PWU Group”), which settlement was approved by the Ontario
Superior Court of Justice by order dated January 27, 2012 (the “Settlement”).

‘The purpose of this letter is to provide an update of events related to the Settlement since
May 2012, as well as notice of next steps. Please be assured that, for these members who
did not elect to transfer a lnmp sum amount out of the Plan in satisfaction of their basic
pension benefits, and who therefore continue to be entitled to benefits under the Plan,
nothing discussed in this letter affects benefits you have earned under the Plan, or the
mwonthly benefit that you are currently receiving. Indexing of pensions under the Plan
terms, for those eligible for it, is also unaffected. This letter describes proposed changes to
the Settlement, as well as information regarding. the source of payment of your pension
benefits (for those members who continue to be entitled to benefits under the Plan).

In May 2012 we wrote to the Class to explain that the estimated value of the Integrated PWU
Surplus had decreased from an estimated $54 million as of June 30, 2011 (net of projected
expenses) to less than $10 million as of December 31, 2011 (also net of expenses). The principal
factors leading to this decrease in estimated surplus were described as 1) a change in the
prescribed actuarial assumptions arising from a drop in interest rates, which operate to
significantly increase the cost of settling members’ basic benefits; and 2) a higher take-up rate of
the guaranteed pension option among members of the Integration PWU than what was assumed.

The effect of this decrease in estimated surplus is that there will be substantially less surplus to
- distribute than the amount used to calculate the surplus share estimates communicated in the
Member Information Packages sent out in March 2011. The surplus estimate in connection with
the Integration PWU was always, however, a variable amount (dependent on factors such as
interest rate movements) and accordingly, the amount of surplus to be d1s’£r1buted was never
guaranteed, nor can it be guaranteed at this time.

The decrease in estimated surplus does not, however, impact your basic pension
entitlement whatsoever.

With the assistance of Class Counsel, we have been working to find ways to address this
situation. After lengthy negotiations, we have reached an agreement with Canada Life which
gives effect to the Settlement while taking into account the changed economic circumstances.

As your court-appointed representatives. we support the changes to the Settlement that have been

negotiated, which represent the best possible outcome in difficult economic circumstances.
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The parties will be bringing a motion in Court to amend the Settlement in accordance with
an azgreed set of terms (the “Amended Settlement”) on March 18, 2013 at 10 AM at
Osgoode Hall, 130 Queen Street West, Toronto, Ontario. At the hearing, the Couxt will
consider amy objections to or comments concerning the propessed amendment to the
Settlement. Objections or comments are to be made in writing and should be faxed (416-
204-2857), emailed (canadalifeclass@kmlaw.ca) or mailed to Koskie Minsky LLP at the
address listed below on or before March 11, 2013. Koskie Minsky LLP will ensure that any
objections and/or comments received are filed with the Court in advance of the hearing.
Provided a Class member has made written submissions, subject o the Court’s discretion,
that person shall be entitled to make oral submissions at the hearing to comsider the
proposed amendment to the Settlement. As the Court will only be considering the
amendments to the Settlement, objections must be limited to the substance of the propesed
amendments, and should not address the Sefflement itself, which has already been
approved by the Court. Do not write directly to the judge.

Purchase of Annuities

The Settlement required Canada Life to purchase annuities for all members of the Integration
PWU Group who did not elect to transfer a lump sum amount out of the Plan in satisfaction of
their earned pension benefits. In the Spring of 2012 Canada Life approached seven Canadian
insurance companies to solicit bids to provide these annuities, but none of the insurance
companies chose to provide bids. Because this term of the Settlement therefore could not be
implemented, Canada Life instead transferred the assets and liabilities related to these members
of the Integration PWU Group to the ongoing portion of the Plan. For these members, their
pensions will therefore be paid from the Plan, and not through an annuity purchased from an
insurance company as originally contemplated under the Settlement.

Those members of the Integration PWU Group who had not elected to transfer a lump sum
amount out of the Plan in satisfaction of their earned pension benefits received a letter from
Mercer in January 2013, informing them that their pension would be paid from the ongoing Plan
instead of through an annuity issued by an insurance company. In order to comply with
regulatory requirements, these members were given a second opportunity to elect the ump sum

transfer option instead.

Amount of Surplus

The economic factors contributing to the initial decrease in surplus reported to you in Spring,
2012 have persisted. As a result, the net estimated Integration PWU Surplus available for

distribution as at August 31, 2012 was $2.6 million.

Under the Amended Settlement, the parties have agreed to augment the surplus available for
distribution as follows: '

s Canada Life will waive its right to receive interest on its expense reimbursement from the
Plan, in respect of the period from August 31, 2012 to December 31, 2013, and the
amount otherwise payable to it will be added to the Integration PWU Surplus. It is
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estimated that this will increase the Integration PWU Surplus by approximately
$8060,000;

¢ Canada Life will waive reimbursement of a portion of its legal fees in the amount of
$500,000, and will apply this amount to the Integration PWU Surplus;

= In addition, Class Counsel will forego the legal fees that were approved by the Court for
"~ work to be completed after the settlement in January 2012, estimated at $200,000, and
this amount will be paid solely to the benefit of the Integration PWU members and to the

Pensioners and Deferred Vested Members.

Under the Settlement, Class Members will receive at least the promised $1000 minimum lump-
sum payment. In accordance with the current Settlement, if any member of the Integration PWU
Group, or any Pensioner or Deferred Vested Member, would be receiving less than $1000 in
surplus, the surplus shares for individuals receiving more than $1000 would be reduced and a
portion of their surplus would be re-allocated to those who would otherwise receive less than
$1000, to bring everyone up to $1000. Under the Amended Settlement, however, Canada Life
will make any top-up payments required to bring the surplus share for members of the
Integration PWU Group up to that $1000 level, if such a member would otherwise be receiving
less than $1000 (estimated cost to Canada Life of $1,200,000).

While these aspects of the Amended Settlement are intended to increase the amount of
Integration PWU Surplus ultimately available for distribution, it is important to note that the
amount of surplus to be distributed cannot be guaranteed.

Possible Second Surplus Distribution

The Settlement provided for a one-time payment of surphis shares to members of the Integration
Partial Wind Up, to Pensioners and Deferred Vested Members, and to members affected by the
Prior Partial Wind-Ups. Under the Amended Settlement, the parties have now agreed that a
second surplus distribution may also occur in the future, as further described below.

Under the Amended Settlement, there may be a second distribution of surplus to members of the
Integration PWU Group and to eligible Pensioners and Deferred Vested members if a surplus
exists as at December 31, 2014 (the “2014 Gross Surplus) related to the assets and liabilities
transferred to the ongoing portion of the Plan in respect of the Integration PWU Group members
who do not elect to transfer their benefits out of the Plan. If the certified actuarial report of the
Plan actuary discloses such a surplus, then a portion of such surplus, calculated in accordance
with the terms ofthe Amended Settlement, will be distributed to the Integration PWU Group and
eligible Pensioners and Deferred Vested Members subject to the following calculations and

limits:

s 10% of the 2014 Gross Surplus shall be deducted off the top and remain in the Plan as a
cushion;

e The 2014 Gross Surplus will be reduced to take into account any contributions and other
payments (together with interest at the Plan rate of return) made by Canada Life into the
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Plan after August 31, 2012 and that are notionally allocated to the assets and liabilities
related to the Integration PWU Group members;

¢ 69.66% of the net Surplus will be paid to the Integration PWU Group and eligible
Pensioners and Deferred Vested members, in accordance with the percentages set out in

the Settlement;

¢ The total amount of all surplus payments to the Integration PWU Group and to eligible
Pensioners and Deferred Vested Members under the possible second distribution will be
capped at $15 million;

e The amounts distributed to members of the Integration PWU Group and to eligible
Pensioners and Deferred Vested Members will be calculated in accordance with the
formula set out in the Amended Settlement, which takes into consideration amounts paid
under the initial surplus distribution;

#= In order to avoid distributing numerous small amounts, the threshold for surplus
payments under the possible second distribution is $100: if, based on the formula under
the Amended Settlement, any individual would be receiving $100 or less, no payment
will be made to that individual and the individual’s surplus share will instead be shared
with the remaining members (if any) who are receiving $100 or more.

The drop in the estimated Integration PWU surplus is a regrettable consequence of economic
circumstances beyond the control of the parties. The Amended Settlement gives effect to
intentions under the original Settlement based on the much lower surplus, but gives hope for a
future distribution of surplus if the underlying economic assumptions improve. We recommend
the Amended Settlement as fair and reasonable, and in the best interests of the Class as a whole.

The Settlement for PWU members of the Pelican, Adason and Indago groups, and the
contribution holidays for active Plan members, are not changing under the Amended Settlement.

A copy of the proposed amendment to the Seftlement can be found on our Representative

Counsel’s website, at http://www.kmlaw.ca/Case-Central/Qverview/?rid=56.

Next Steps

As stated above, the parties are bringing a motion for approval of the Amended Settlement on
March 18, 2013, at 10:00 a.m. Any Class member who wishes to object to the amendments to
the Settlement may do so by submitting their objection in ertmg to Class Counsel at the
following address by no later than March 11, 2013:

Koskie Minsky LLP, Barristers & Solicitors, 20 Queen Street West
Suite 900, Box 52, Toronto, Ontario M5H 3R3 Atin: Canada Life Class Action

If the amendment to the Settlement is approved, the plaintiffs will file an application in the
Quebec Superior Court for recognition and enforcement of the Court Approval in Ontario.
Following the court processes, the parties will seek the required regulatory approvals.
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Assuming all the court and regulatory approvals are obtained, the surplus distribution will
proceed.

If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca

PLEASE DO NOT CALL JUSTICE PERELL OR THE ONTARIO SUPERIOR COURT
OF JUSTICE '
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THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN (the “Plan”)

LN

IMPORTANT INFORMATION ABOUT THE CLASS PROCEEDINGS

NOTICE TO PENSIONERS AND DEFERRED/VESTED MEMBERS

From: David Kidd, Alex Harvey, and Jean-Paul Marenteite, Plaintiffs; on notice to all
parties

This letter has been approved by the Court and is intended for all Pensiomers,
Deferred/Vested, and Quebee Cash-Out Members (or the spouses, estates, heirs,
beneficiaries and representatives of those who have died) included in the Canada Life Class
Action Settlement, approved by the Ontario Superior Court of Justice by order dated

January 27, 2012 (the “Settlement”).

The purpose of this letter is to provide an update of events related to the Settlement since
May 2012, as well as notice of next steps. Please be assured that, for those members who
continue to be entitled to benefits under the Plan, nothing discussed in this letter affects
benefiis you have earned under the Plan, or the monthly benefit that you are currently
receiving. . Indexing of pensions under the Plan terms, for those eligible for it, is also
unaffected. This letter describes proposed changes to the Settlement, as well as
information regarding the source of payment of your pension benefits (for those members
who continue to be entitled to benefits under the Plan).

In May 2012 we wrote to the Class to explain that the estimated value of the Integrated PWU
Surplus had decreased from an estimated $54 million as of June 30, 2011 (net of projected
" expenses) to less than $10 million as of December 31, 2011 (also net of expenses). The principal
factors leading to this decrease in estimated surplus were described as 1) a change m the
prescribed actuarial assumptions arising from a drop in interest rates, which operate to
significantly increase the cost of settling members’ basic benefits; and 2) a higher take-up rate of
the guaranteed pension option among members of the Integration PWU than what was assumed.

The effect of this decrease in estimated surplus is that there will be substantially less surplus to
distribute than the amount used to calculate the surplus share estimates communicated in the
Member Information Packages sent out in March 2011. The surplus estimate in connection with
the Integration PWU was always, however, a variable amount (dependent on factors such as
interest rate movements) and accordingly, the amount of surplus to be distributed was never
guaranteed, nor can it be guaranteed at this time.

The decrease in estimated surplus does not, however, impact your basic pension
entitlement whatsoever.

With the assistance of Class Counsel, we have been working to find ways to address this
situation. After lengthy negotiations, we have reached an agreement with Canada Life which
gives effect to the Settlement while taking into account the changed economic circumstances.

As vour court-appointed representatives, we support the changes to the Settlement that have been
negotiated, which represent the best possible outcome in difficult economic circumstances.
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The parties will be bringing a motion in Court to amend the Settiement in accordance with
an agreed set of terms (the “Amended Seitlement”) on March 18, 2013 at 16 AM at
Osgoode Hall, 130 Queen Street West, Toronto, Ontario. At the hearing, the Court will
consider any objections to or comments councerning the proposed amendment fo the
Settlement. Objections or comments are to be made in writing and should be faxed (416-
204-2897), emailed (canadalifeclass@kmlaw.ca) or mailed to Koskie Minsky LLP at the
address listed below on or before March 11, 2013. Koskie Minsky LLP will ensure that any
objections and/or comments received are filed with the Court in advance of the hearing.
Provided a Class member has made written submissions, subject to the Court’s discretion,
that person shall be entitled to make oral submissions at the hearing to consider the
proposed amendment to the Seftlement. As the Court will only be considering the
amendments to the Settlement, objections must be limited to the substance of the proposed
amendments, and should not address the Settlement itself, which has already been
approved by the Court. Do not write directly fo the judge.

Amount of Surplus

The economic factors contributing to the initial decrease in surplus reported to you in Spring,
2012 have persisted. As a result, the net estimated Integration PWU Surplus available for

distribution as at August 31, 2012 was $2.6 million.

Under the Amended Seitlement, the parties have agreed to augment the surplus available for
distribution as follows: )

» Canada Life will waive its right to receive interest on its expense reimbursement from the
Plan, in respect of the period from August 31, 2012 to December 31, 2013, and the
amount otherwise payable to it will be added to the Integration PWU Surplus. It is
estimated that this will increase the Integration PWU Surplus by approximately
$800,000; :

e Canada Life will waive reimbursement of a portion of its legal fees in the amount of
$500,000, and will apply this amount to the Integration PWU Surplus;

¢ In addition, Class Counsel will forego the legal fees that were approved by the Court for
work to be completed after the settlement in January 2012, estimated at $200,000, and
this amount will be paid solely to the benefit of the Integration PWU members and to the

Pensioners and Deferred Vested Members.

Under the Settlement, Class Members will receive at least the promised $1000 minimum lump-

sum payment. In accordance with the current Settlement, if any member of the Integration PW1J
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Group, or any Pensioner or Deferred Vested Member, would be receiving less than $1000 in
surplus, the surplus shares for individuals receiving more than $1000 would be reduced and a
portion of their surplus would be re-allocated to those who would otherwise receive less than
$1000, to bring everyone up to $1000. Under the Amended Settlement, however, Canada Life
will make any top-up payments required to bring the surplus share for members of the
Integration PWU Group up to that $1000 level, if such a member would otherwise be receiving
less than $1000 (estimated cost to Canada Life of $1,200,000).
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While these aspects of the Amended Seftlement are intended to increase the amount of -
Integration PWU Surplus ultimately available for distribution, it is important to note that the
amount of surplus to be distributed cannot be guaranteed.

Possible Second Surplus Distribution

The Settlement provided for a one-time payment of surplus shares to members of the Integration
Partial Wind Up, to Pensioners and Deferred Vested Members, to Quebec Cash-Out Members,
and to members affected by the Prior Partial Wind-Ups. Under the Amended Settlement, the
parties have now agreed that a second surplus distribution may also occur in the future, as further

described below.

Under the Amended Settlement, there may be a second distribution of surplus to members of the
Integration PWU Group, to eligible Pensioners and Deferred Vested members, and to Quebec
Cash-Out Members, if a surplus exists as at December 31, 2014 (the “2014 Gross Surplus™)
related to the assets and liabilities transferred to the ongoing portion of the Plan in respect of the
Integration PWU Group members who do not elect to transfer their benefits out of the Plan. If
the certified actuarial report of the Plan actuary discloses such a surplus, then a portion of such
surplus, calculated in accordance with the terms of the Amended Settlement, will be distributed

1o these groups subject to the following calculations and limits:

s 10% of'the 2014 Gross Surplus shall be deducted off the top and remain in the Plan as a
cushion;

e The 2014 Gross Surplus will be reduced to take into account any contributions and other
payments (together with interest at the Plan rate of return) made by Canada Life into the
Plan after August 31, 2012 and that are notionally allocated to the assets and liabilities
related to the Integration PWU Group members;

e 69.66% of the net Surplus will be paid to the Integration PWU Group, to eligible
Pensioners and Deferred Vested members, and to Quebec Cash-Out Members, in
accordance with the percentages set out in the Settlement;

¢ The total amount of all surplus payments to the Integration PWU Group, to eligible
Pensioners and Deferred Vested Members, and to Quebec Cash-Out Members under the
possible second distribution will be capped at $15 million;

"¢ The amounts distributed to members of thé Integration PWU Group, to eligible
Pensioners and Deferred Vested Members, and to Quebec Cash-Out Members will be

calenlated in accordance with the formula set out in the Amended Settlement, which

takes into consideration amounts paid under the initial surplus distribution;

 In order to avoid distributing numerous small amounts, the threshold for surplus
payments under the possible second distribution is $100: if, based on the formula under
the Amended Settlement, any individual would be receiving $100 or less, no payment
will be made to that individual and the individnal’s surplus share will instead be shared
with the remaining members (if any) who are receiving $100 or more.
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The drop in the estimated Integration PWU surplus is a regrettable consequence of economic
circumstances beyond the control of the parties. The Amended Setftlement gives effect to
intentions under the original Settlement based on the much lower surplus, but gives hope for a
future distribution of surplus if the underlying economic assumptions improve. We recommend
the Amended Settlement as fair and reasonable, and in the best interests of the Class as a whole.

The Settlement for members of the Pelican, Adason and Indago groups, and the contribution
holidays for active Plan members, are not changing under the Amended Settlement.

A copy of the proposed amendment to the Settlement can be found on our Representative

Counsel’s website, at http://www kmlaw.ca/Case-Central/Overview/ ?rid=5_6.

Next Steps

As stated above, the parties are bringing a motion for approval of the Amended Settlement on
March 18, 2013, at 10:00 a.m. Any Class member who wishes to object to the amendments to
the Settlement may do so by submitting their objection in writing to Class Counsel at the
following address by no later than March 11, 2013:

Koskie Minsky LLP, Barristers & Solicitors, 20 Queen Street West
Saite 900, Box 52, Toronto, Ontario MSH 3R3 Attn: Canada Life Class Action

If the amendment to the Settlement is approved, the plaintiffs will file an application in the
Quebec Superior Court for recognition and enforcement of the Court Approval in Ontario.

Following the court processes, the parties will seek the required regulatory approvals.

Assuming all the court and regulatory approvals are obtained, the surplus distribution will
proceed.

If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca '

PLEASE DO NOT CALL JUSTICE PERELL OR THE ONTARIO SUPERIOR COURT
OF JUSTICE
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TER CANADA LIFE CANADIAN EVPLOYEES PENSION PLAN (the “Plan”)

IVMPORTANT INFORMATION ABOUT THE CLASS PROCEEDINGS

NOTICE TO ACTIVE EMPLOYEE CLASS MEMBERS

Rrom: David Kidd, Alex Harvey, and Jean-Paul Marentette, Plaintiffs; on netice to all
parties

This letter has been approved by the Court and is intended for all individuals who are
members of the Active Sub-Class included in the Canada Life Class Action Settlement (the
“Active Group”), which settlement was approved by the Ontario Superior Court of Justice
by order dated January 27, 2012 (the “Settlement”). The Active Group includes all active
members of the Plan as of June 30, 2005 plus any new members up to October 28, 2011 (or
the spouses, estates, heirs, beneficiaries and representatives of those who have died).

The purpose of this letter is to provide an update of events related to the Settlement since
May 2012, as well as notice of next steps. Please be assured that nothing discussed in this
letter affects benefits yon have earned under the Plan. This leiter describes proposed

changes to the Seftlement.

In May 2012 we wrote to the Class to explain that the estimated value of the Integrated Partial
Wind-up Surplus (the “Integration PWU Surplus”) had decreased from an estimated $54 million
as of June 30, 2011 (net of projected expenses) to less than $10 million as of December 31, 2011
(also net of expenses). The principal factors leading to this decrease in estimated surplus were
described as 1) a change in the prescribed actuarial assumptions arising from a drop in interest
rates, which operate to significantly increase the cost of settling members’ basic benefits; and 2)
a higher take-up rate of the guaranteed pension option among members of the Integration PWU
than what was assumed.

We also advised you that, as a practical matter, the reduction in the estimated Integration
PWU Surplus does not affect your entitlement under the Settlement. Inaccordance with the
Settlement, active Class Members who are eligible to participate in the Settlement will receive a
-two year “contribution holiday” under the Plan, which means.they will not have to make
employee contributions to the Plan during that time. Active members who are otherwise eligible
for this contribution holiday but who have left employment before the holiday begins, will
receive an equivalent cash payment. The contribution holiday will not be funded out of the
Integration PWU Surplus, and therefore is not affected by the decrease in the Integration PWU

Surplus.

With the assistance of Class Counsel, we have been working to find ways to address the
reduction in the estimated Integration PWU Surplus. After lengthy negotiations, we have reached
an agreement with Canada Life which gives effect to the Settlement while taking into account
the changed economic circumstances. The proposed amendment to the Settlement includes a
possible second surplus distribution to members of the Integration Partial Wind Up and to
eligible pensioners and deferred vested members.

A
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Noxe of the changes in the Amended Settlement affect the entitlements of the Active Group
under the Settlement.

A copy of the proposed amendment to the Settlement can be found on our Representative

Counsel’s website, at http:/www.kmlaw. ca/Case-Central/Qverview/2rid=56.

As your court-appointed representatives, we support the changes to the Settlement that have been
negotlated which represent the best possible outcome in difficult economic circumstances.

Next Steps

The parties will be bringing 2 motion in Court to amend the Settlement in accordance with
an agreed set of terms (the “Amended Settlement”) on March 18, 2013 at 10 AM at
Osgoode Hall, 130 Queen Street West, Toronto, Ontario. At the hearing, the Court will
consider any objections to or comments concerning the proposed amendment to the
Settlement. Objections or comments are to be made in writing and should be faxed (416-
204-2897), emailed (canadalifeclass@kmlaw.ca) or mailed to Koskie Minsky LLP at the
address listed below on or before March 11, 2013. Koskie Minsky LLP will ensure that any
objections and/or comments received are filed with the Court in advance of the hearing.
Provided a Class member has made written submissions, subject to the Court’s discretion,
that person shall be entitled to make oral submissions at the hearing to consider the
proposed amendment to the Settlement. As the Court will only be considering the
amendments to the Settlement, objections must be limited to the substance of the proposed
amendments, and should not address the Settlement itself, which has already been
approved by the Court. Do not write directly to the judge.

Any Class member who wishes to object to the amendments to the Settlement may do so by
submitting their objection in writing to Class Counsel at the following address by no later than
March 11, 2013:

Koskie Minsky LLP, Barristers & Solicitors, 20 Queen Street West
Suite 900, Box 52, Toronto, Ontario M5H 3R3 Attn: Canada Life Class Action

If the amendment to the Settlement is approved, the plaintiffs will file an application in the
Quebec Superior Court for recognition and enforcement of the Court Approval in Ontario.
Following the court processes, the parties will seek the required regulatory approvals.

Assuming all the court and regulatory approvals are obtained, the surplus distribution will
proceed.

If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca

PLEASE DO NOT CALL JUSTICE PERELL OR THE ONTARIO SUPERIOR COURT
OF JUSTICE
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CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN (the “Plan”)

IMPORTANT INFORMATION ABOUT THE CLASS PROCEEDINGS

NOTICE TO MEVMBERS OF ADASON, PELICAN AND INDAGQ POTENTIAL
PARTIAL WINDUES -

From: Lin Yeomans, Susan Herderson, Garry C. Yip and Louje Nuspl, Plaintiffs; on
notice to all parties

This letter has been approved by the Court and is intended for all members of the Pelican,
Adason and Indago Partial Wind Up Sub-Classes (the “Prior PWUs”) included in the
Canada Life Class Action Settlement (the “Prior PWU Group”), which settlement was
approved by the Ontario Superior Court of Justice by order dated January 2'7 2012 (the

“Settlement”).

The purpose of this letter is to provide an update of events related to the Settlement since
May 2012, as well as notice of next steps. Please be assured that, for those members who
did not elect to transfer a lump sum amount out of the Plan in satisfaction of their basic
pension benefits, and who therefore continne to be entitfled to benefits under the Plan,
nothing discussed in this letter affects benefits you have earmed under the Plan, or the
monthly benefit that you are currently receiving. Indexing of pensions under the Plan
terms, for those eligible for it, is also unaffected. This letter describes proposed changes to
the Settlement, as well as information regarding the source of payment of your pension
benefits (for those members who continue to be entitled to benefits under the Plan).

In May 2012 we wrote to the Class to explain that the estimated value of the Integrated Partial
Wind-up Surplus (the “IPWU Surplus”) had decreased from an estimated $54 million as of June
30, 2011 (net of projected expenses) to less than $10 million as of December 31, 2011 (also net
.of expenses). The principal factors leading to this decrease in estimated surplus were described
as 1) a change in the prescribed actuarial assumptions arising from a drop in interest rates, which
operate to significantly mcrease the cost of settling members’ basic benefits; and 2) a higher
take-up rate of the guaranteed pension option among members of the Integratlon PWU than what

was assumed.

We also advised that the surpluses related to the Prior PWUs were not similarly affected.
~ Members of the Prior PWUs elected the form of pension benefit at the time their employment

was terminated. The expected annuity nnr('hncec were already factored into the gurnlug estimate,

In addition, the amount of liabilities reIat1ve to the amount of assets in the Prior PWUs was less
than in the Integration Partial Wind Up. Consequently, the impact of lower interest rates on the
level of surplus of the Prior PWUs was relatively less than the impact on the Integration Partial
Wind Up surplus amount. The surplus estimates communicated to you in the March, 2011
Information Packages, along with Class Members’ individual surplus share estimates, are still
reasonable estimates of what you will likely receive under the Settlement. It is important to note,
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however, that until surplus is actually distributed the surplus amounts are still estimates, and may
go up or down.

With the assistance of Class Counsel, we have been working to find ways to address the
reduction in the estimated IPWU Surplus. After lengthy negotiations, we have reached an
agreement with Canada Life which gives effect to the Settlement while taking into account the
changed economic circumstances. The proposed amendment to the Settlement includes a
possible second surplus distribution to members of the Integration Partial Wind Up and to
eligible pensioners and deferred vested members only.

As vour court-appointed representatives, we support the changes to the Settlement that have been
negotiated, which represent the best possible outcome in difficult economic circumstances.

The only change introduced by the Amended Settlement which directly impacts the members of
the Prior PWUs is that Canada Life will have the discretion to purchase annuities on your behalf,
or to pay your pension from the ongoing portion of the Plan. As a practical matter, this only
affects members who did not already settle their basic benefits from the Plan.

A copy of the proposed amendment to the Settlement can be found on our Representative
Counsel’s website, at htp://www.kmlaw.ca/Case-Central/Overview/?rid=56.

Next Steps

The parties will be bringing 2 motion in Court to amend the Settlement in accordance with
an agreed set of terms (the “Amended Settlement”) on March 18, 2013 at 10 AM at
Osgoode Hall, 130 Queen Street West, Toronto, Ontario. At the hearing, the Court will
consider any objections to or comments concerning the proposed amendment to the
Settlement. Objections or comments are to be made in writing and should be faxed (416-
204-2897), emailed (canadalifeclass@kmlaw.ca) or mailed to Koskie Minsky LLP at the
address listed below on or before March 11, 2013. Koskie Minsky LLP will ensure that any
objections and/or comments received are filed with the Court in advance of the hearing.
Provided a Class member has made written submissions, subject to the Court’s discretion,
that person shall be entitled to make oral submissions at the hearing to consider the
proposed amendment to the Settlement. As the Conrt will only be considering the
amendments to the Settlement, objections must be limited to the substance of the proposed
amendments, and should not address the Seftlement itself, which has already been
approved by the Court. Do not write directly to the judge.

Any Class member who wishes to object to the amendments to the Settlement may do so by
submitting their objection in writing to Class Counsel at the following address by no later than

March 11, 2013:

Koskie Minsky 1LLP, Barristers & Solicitors, 20 Queen Street West
Suite 900, Box 52, Toronto, Ontario M5H 3R3 Attn: Canada Life Class Action

If the amendment to the Settlement is approved, the plaintiffs will file an application in the
Quebec Superior Court for recognition and enforcement of the Court Approval in Ontario.
Following the court processes, the parties will seek the required regulatory approvals.
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Assuming all the court and regulatory approvals are obtained, the surplus distribution wilt
proceed.

If you have any questions, please contact Representative Counsel, Koskie Minsky LLP, at 1-800-
286-2266 or canadalifeclass@kmlaw.ca. For members of the Adason Sub-Class, you may also
contact Darrell Brown, counsel for the Adason Sub-Class at 416-979-4050 or via email at

DBrown@sgmlaw.com.

PLEASE DO NOT CALL JUSTICE PERELL OR THE ONTARIO SUPERIOR COURT
COF JUSTICE
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This is EXHIBIT “F” referred to in the

Affidavit of Jonathan Foreman

o
sworn before me this J/ day of March 2013.

Bo—

A Commissioner, etc.

Bradiny Jamps Adams, & Commiksloner.
26, Péﬁncs of Ontatlo,
while & Studsnb-at-Law,

Explres August 27, 2018,
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From Clio M. Godkewdtsch

Sagte March-07-13 149 PM

T ‘snne,_gargy@rogers.com’

Ce Canada Life Maln Pension Class Actinn
Subjach RE: Canada Life Class Action

Ms, Carey,

We acknowledge receipt of your ematt below. We will bring your objectlon to the Court’s attention. Should you wish to
make submissions to the Court regarding the fairness of the proposed amendments o the Surplus Sharing Agreement,
you may aitend as Osgoode Hall on March 18, 2013 at 10 a.m. As noted in the Notice to the Class, your right to miake
submissions at the hearing will be subject to the Court’s discretion, and the Court will enly be considering amendments
to the Settleiment. As such, objections must be limited to the subsiance of the proposed amendments, and should not

address the Settlemant itself, which has already been approved.
Clio

Fromy: anne_carev@rogers.com [mailtoianne,_carey@rogers.com]
Sent: February-21-13 6:36 PM

Te: Clio M. Godkewitsch
Ce Cangda Life Main Pension Class Actlof; c:lpens@rogers corm; Mark Zigler; Anthory Guindon; jan_durst@regers.com

Buhjach: Re: Canada Life Class Action

Thank you for your response.

Interest Rates have been at historic lows since 2003 when GWL layed off 3K plus Canada Lifers,and every
single piece of communication since then in respect of our surplus, never once mention, highlighted, referenced
or pointed out to the reality that you have outlined below. On the contrary, it has been communicated severa]
times the amount of spprox. 338K I would be receiving,

T am not an actuary, however, it appears to me that someone...made a grossly incompetent forecast on the
* uptake nnbers of CLA pensions remaining with CLA - resulting in this sitnation - which - from my
perspective has very little if anything 10 do with low interests. We are dealing with one of Canadas largest
Insurers, surely they know going back to 2007 the vltimately long term effect of these said interest rates.

Regardless, I am not agresing to this amendment, and if push comes to shove, that $1K piddly amouﬁt I
_shall be directing towards a private Civil Action.

In the meantime, myself and fow others are soliciting Media assistance in bringing this to the attention of any
and all other poor joe-blows 1tke ourselves, who have been taken on.

Creat Weste of Life - that is exactly the words used back in 2003 - by other employees of companies taken over
by them - how true.

Amne Carey
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- O Thu, 221713, Cle M, Sodkewitseh <cgpdkewisch@iminw.co> wrote:

From: Clio M. GCodkewitsch <cgodkewitsch@kadavw.ca>

Subject: Canada Life Class Action

To: anne Carsy(@rogers.com

Co: "Canada Life Main Pension Class Action” <canadalifeclass@koskieminsky.com™,
clpens@ropers.com, "Mark Zigler" <mzigler@kmlaw.ca>, "Anthony Guindon”

<apuindon@kmlaw.ca>, jan_durst@rogers.com

Date:; Thursday, February 21, 2013, 8:31 PM

Dear. Ms. Larey,
Your amail has been forwarded to me for response.

There are no meetings with Class Members scheduled to take place before the Court hearing on March 18,
however we are always accessible to respond to questions, and will do so throughout this process.

Thae settlemnent has already been approved by the Court and that decision cannot be reversed. The original
settiement ~ which members had the opportunity to consent to - was incapable of being implemented for the
reasons described in the letters to Class members.  Amending the settlement In the proposed manner makes
it possible to give effect to the agreement, as well as provide some hope for a future surplus

distributlon. Canada Lite did not believe that the agreement was incapable of being implemented, and was
prepared to go ahead I any event, but we were able to negotiate some terms that would secure at least the
minimum payments for members, and create an opportunity for another distribution if economic

pircumstances improve.

We appreciate the significant frustration among the Class. No action agalnst the Plan actuaries is under
consideration or has any chance of success. Itis important to note that the decline in surplus is NOT asa
result mismanagement of pension assets. In fact, the assets have grown aver the period of this

litigation. However, the liabilities ~ 1.e. the cost of paying pensions to all the members of the Integration
Partial Wind Up group — have also increased in the same perlod, to the extent that they have eaten away at
the surplus. These Is primarily because of low interest rates: when interest rates are low, it costs more to buy
an annuity to pay for a pension. Prevailing interest rates are not within the control of the partles, nor did
anyone envision that they would decline to historically low levels. This is not a tase where someone is at
fault, rather it Is the unfortunate consequence of poor economic circumstances.

We realize this is cold comfort, but we cannot change the facts. Please be reassured that your Court-
appointed representatives, who are also members of the Integration Partial Wind Up Group like you and are
affectad precisely the same way, have acted in the best interests of ali Class members at every step of the
process, and are committed to seeing this through to conclusion,

Clig

From: gnne_carsy({@rogers.com <apne carey@rogers.com> -
Subject: ‘

To: "clpens@rogers.com” <clpens@rogers.com™

Co: "an_durst@rogers.com” <jan durst@rogers.com™>

Date: Monday, February 18, 2013, ;55 PM




Yhen are we having 3 meeting to discuss this criminal handling of our Surplus? Why are the group members
not having & vote on this amendment? Has anyane thought of going to the media? Bring another agalnst the
company actuaries? Any “reasonable” man or woman would agree we were all led down the garden path on

»»»»»

Clic M. Godkewitsch

Kogiis Minsky LLP
Barristers & Solicltors
230 Queen Street Wast
Suite 900, Box 52
Toronio, ON

MEH 3R3

Tel: 415.595.2120
Fax: 416.204.2827

wwwe. kmilaw.ca

This amail message Is privilegad, confldential and subject to copyright. Any unauthorized use or
disclosure Is prohiblted.

Ls contenu du present est-ptivilegle, confidentiel et soumls a droits d"auteur. Il estinterdit de Putiifser ou
de le divulguer sans authorlsation, .
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Fropme Anthony Guindon

Zent February-21-13 2:36 PM

= _ "Henry_Rachfalowski@manulife.com’
Subject Canada Life

Dear Mr. Rachfalowski,

We acknowledge receipt of your email dated February 20, 2013. We will bring your objection to the Court’s attention,
Shoutd you wish 1o make submission 1o the Court regarding the falress of the proposed amendments to the Surplus
Sharing Agreement, you may attend at the motion at Dsgoode Hall on March 18, 2013, at 1D aum, As Is noted in the
Notice to the Class, your right to make such sybmissions at the hearing wili be subject to the Court’s discretion, and the
Court will only be considering the amendment to the Settiement. Assuch, ohjections must be limited to the substance
of the proposed amendrnenis to tha Settiement, and should not address the Settlement itself, which has already been

spproved by the Cowrt,
Regards,

ANTHONY GUINDORN
Koskie Minsky LLP
200-20 Quoen Strost West
Toronto, Ontario

MbH 3R3

Tel 416-585-2118

Fax: 416-204-2826 .
emall; aguindon@kmiaw.cy

This ernail massage s priviieged, confidenfial and subject to copyright. Any tneuthotized pse or dis¢losure is profilblfed.
Lo contentr du présent cowriel est pivildgié, confidlentlal &t soumis & des droits d'auteur, It est Inferd¥ ofe utilser ou de fe divifusr sans aufordsation.
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Henry Rachfalowski <Henwy_Rachfalowski@manuilfacom?

From
Senk ‘ February-20-13 4:53 PM

Ta: Canada Life iain Pension Class Action
Bubleck Changes to Settlement

To Whom & May Conoam,

} am opposed io the changes proposed in the undated Notlss to Members of the Integration Partial Windup (February
2013 on your website). | beliave that all fees and expenses should be revisited and | beliove that the distribufion of zny

funds should bs done on a pro-rata basls,

Henry A. Rachialowsk}
Vlee Presidant & Senjor Managing Director, Canadian Credit

Manulife Financlal

200 Bloor Street East, NT4, B15

Toronio ON M4W 1E5

Bus: 416-852-3773

Foxn 416-882-6333

Exec, Asslstant Deborah Halls (416) 852-4098 x 224098

STATEMENT OF CONFIDENTIALITY The information contained in this email message and any
attachments may be confidential and legally privileged and is intended for the use of the addressee(s) only. If
vou are not an intended recipient, please: (1) notify me immediately by replying to this message; (2) do not use,
disseminate, distribute or reproduce any part of the message or any attachrnent; and (3) destroy all copies of this
message and any attachments.
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From: Canada Ufe Maln Pension Class Action
Sani February-22-13 2:30 PM
T ‘oktruong @yahoo.ca’
. Bubjeck CL ~ Oanh Emily Truong
Tiear Oanh,

Thank you for your email. In terms of your question regarding the potential second surplus distribution, we are
ot in 2 position to estimate whether there will in fact be a sufficient surplus o generatea gecond distribution,

“nor the amonnt of such a surplus. The amendment simply specifies that any second distribution will be capped

at 8 mazimoum of $15 million. While we hope such e distribution will take place, much will depend upon the
fature economic conditions, '

We will bring your objection to the Court’s attention. Should you wish to make subimission to the Court
regarding the fairness of the proposed amendments to the Surplus Sharing Agreement, you may attend at the

" motion at Osgoode Hall on March 18, 2013, at 10 am. Asis noted in the Notice to the Class, your right to

make such submigsions at the hearing will be subject to the Couit’s discretion, and the Cowrt will enly be
considering the amendment o the Settlement. As such, objections must be limited to the substance of the
proposed amendments to the Settlement, and should not address the Settlement fiself, which has already been

approved by the Conrt.
Repgards,

Communications Depariment
Koskie Minsky LLP | Barristers & Soliciiors
Toll-Free Hotline 1-800-286-2266 / Fax 416-204-2897

E-mail canadatifeclass@kmiaw.ca
btt/fwew.kmlaw.ca/canadalifeclass

If you no longer wish to receive our email messages, please email us at canadalifeclass@kmlaw.ca

—- On Thuw, 2/21/13, Oanh Truong <gkiruong@yakoo.co> wrote:

From: Oanh Truong <gktruong(@yahoo.ce™
Subject: Re: Recent Developiments

To: "Pension Group" <clpens@rogers.cons>
Date: Thursday, February 21, 2013, 12:04 PM

Dear Birg, Madams,

Thank you for letting me know,

T understand the difficult sconomic time, interest rate can effect the surplus.
Howevet, it should not be a main reason to reduce the PWU substantially.

It is Employee's pension plan, our surplus, We already give up already so much.
In my opinion, no matter what we should receive closed to estimated.

My concern is the possible second distribution. Is it going to be 15 millions??
1
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I am going to objest to the amendrments.

Hopefully the igsue will bs resolved fairly, reasonable.
Sincerely ,

Cranh Emily Truong

416251 4052

416 816 2955
Cktruone@vahooca

Omn 2013-02-20, at 12:32 PM, "Pension Group” <clpens@rogers.com> wrote:

In case anyone has not recsived the February 2013 letter from Koskie Minsky LLP, this is to let
vou know thet their website bas been updated to reflect the most Reécent Developments
concerning the Surphus Settlerment, Copies of the letters sent to affected groups are available
here.




Lima Retngn

Paul Ludzki <pludzki@sympatico.ca>

Frenyn

Seniz March-06-13 10:01 P

To Canada Life Main Pension Class Action

Suisfsal {atter of Ohjection io Canada Life Class Action Settlement Amendments
" Attachments: CLA Settlernent Objection.dog ATT1818002.tnt :

My Letter of Objection to the amended settlement in the Canada Life class action proceedings is attached.
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To Counsel for the Canada Life ex-employess and o the Omtario Superior Court

Ra: Canada Life Employees Pension Plan — Class Action Proceedings and Amended Sefilement
Proposal

I objeot o the amended setflement on the grounds that it viclates the principle of natural justice. ¥t
rewards Canada Life {Great West Life) for a decade of resistance to paying the employees their share of
the pension surplus, and it penalizes the employees for spending all that time negotiating and

eventually agreeing to a dramatically different settlement than what we are presented with now.

The numbers speak for themselves, During the ten years that have passed since Great West Life spent
$7.4 Billion dollars to buy Canada Life, Great West Life recorded an annual profit of around $2 Billion
pét year {inors, in most years), All this time the company held on to the estimated $100 Million
pension smplus, resisting ex-employees’ claim to it, knowing that the smployees are losing years of
opportmnity to enjoy their share of the money while the company mezrily goes along making money
regardiess of what happens to the pension swplus. Finally a settlement is reached, on the basis of
which the ex-employees are given an estimated payout which sounds significant, so we agres to the
seitlement. However the seftlement is engineered so that the wealthy inswance company doesn't
simply pay the settlement amount o the employees, but rather it iz “required” to ask other insurance
companies to provide annuities to the plaintiffs. Lo and behold, these other insurance companies
decline to do so, and Great West/Canada Life, after counting another $2+ billion dollar profit in the
ensuing year, is able to plead poverty and an Inability to pay out even the half of the $100M surplus it
had settled for, instead declaring that itis now only able to pay 3% of the original swiplus, on the basis
of “a change in the prescribed actuarial assumptions” and the fact that a lot of the ex-employees
selected one of the pension options they were offered by the company (which pensions, incidentally,
have been frozen for 10 years becanse of the company's intransigence and preference for legal

maneenviing.}

 Creat West Life (Canada Life) can easily afford to pay the smounts that were estimated in the original

settlernent proposal, Hiding the surplus back inside the ongoing pension plan does not change that fact,
Neither do “difficult economic circumstances” change that fact. (At $2+ Billion profit per year, Great
West Lifs is clearly not suffering from difficult economic circumstances.)

The plaintifis and their lawyers should not accept this settlement and the court should not enforce it

The court should enforce a payout in line with the numbers that were presented to the ex-employees
when the seftlement was first proposed. Anything less is a violation of the trust and goodwill expressed
at the time by the employees, and a perversion of the settlement agreement which only benefits the '

company.

Paul Ludzld

43 Lawrence Ave. W,

Toromto, ON M5SM 143

Canada Life employee 1994-2004
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Fiehs, Amandsz

Frams dfifipovi@sympatico.ca

Sant: March-07-13 13:24 PM

To: Canada Life Main Pension Class Action

Tes cipens@rogers.com

Subjsciz revised * re, Canada Life Pension Plan: Objections/Comments for hearing of iarch 18,
2013

=% Plense use this version instead of the one send earlier today. It corrects a date from Feb, 4/13 to Feb. 14/13 #xs

The ﬁifawfnf letter is entrusted io Koskie Minsky LLP for iTing with the Court in advsncs of the fhgaring

Oblections / Comments to the amendments to the Settlement for consideration by Ontarlo Superlor Court

While the-letter of the Jaw may have been adhered to In “managing” the surplus funds from an estimated $92,994,000 at
June 30, 2005 (Line 33 of the Feb, 6/12 document from Qntario Superior Couit) to an estimated $2.6 million at August
31, 2012 (letter of Feb. 14/13 from CLPENS), the Smell Test has been failed, badly.

All the walving of rights to receive interest {a measly $800G), walving relmbursement of legal fees (& meager $5006),
foregoing legal fees (a paltry $200G) mentioned in the letter of Feb. 14/13 is much too little, much too late — just
- insulting. The parties responsible for the stewardship of these funds should have been. exercising sound action years

eatlier.

The Jetfer of Feb, 14/13 stated "The drop is the estimated Integration PWU surpltxs is a regrefiable consequence of
economic cireumstances bayond the contro! of the partles.” This hand-washing of any responsibility and utter lack of

accepting accountability is very disappointing,

Based on the atrocious governance of funds by the parties charged with stewardship of the moneys of +2,000 others I
cannot believe that the propesed settlement represents the best possible outcome. I therefore wish to formally object fo

the proposed amendments to the Settlement.

Sincerely,
David Fillpovich
Canada Life employee 1989 - 2003
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From: Fred Taggarnt <{jtaggart@yahoo.com>

Sant: March-08-13 8:01 AM

Canada Life Main Pension Class Action

=1ds Amended Sattlement Court Proceedings on March 18, 2013
fitnchments CLA-CLPENS Amendment - Response to Court PDF.pdf

Attached is commentary that T wish to bave presented to the Court for consideration in the above matter.

I intend to share this document later today with each member of the CLPENS Executive Commitise and then
later again more broadly with plan members who may have an interest in these proceedings.

Please confirm receipt of the attached PDF file and please also confirm that this commentary will be presented
to the Court prior to March 18, 2013, :

Sincerely,

Fred Taggart
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4204 Coloniaf Drive,
Mississauga, ON L5L4B9

March 8, 2013

The Honourable Justice Perell
Ontarle Superior Courf of Justice

Background

} am a member of the Canada Life Pension Plan and a former executive at Canada Life, | was employed
by Canada Life from 1973 untii 2003, My last position at Canada Life was Vice President, Individual
Insurance where | was responsible for the ndividual insurance operstions In Canada. Prior to that, | was
Vice President, Investments and Pensions and was responsible for Group Pension operations and
individual wealth accumulation products in Canada, | was part of the executive team that lost
employment after the acquisition of Canada Life by Great-West Life in 2003. More than 2100 other

employees of Canada Life also lost thelr jobs during this period.

I am also a former member {Oct, 2005 to Oct, 2007) of the CLPENS Executive Committee, | resigned from
the Executive Committee In late October, 2007, Since that time, and uniii now, | did not speak agalnst
the settlement and | voted in support of the settlement that was presented in March, 2011,

i am very concerned with the disappearance of surplus from the Pension Plan. 1am also concerned with
the process that has been followed to get us to the point where individual plan members have to

approach the court to be heard.

This proposed amendment is a hugely material change to the original settfement, and the settlement as
amended would not have the support of members.

Where did the surplus go?

The original settlement proposed distributing $62m of surpius. This was down from a reﬁorted PWU
surplus of $103m in 2006, The reasons given for the sharp drop were:

1} less investment incorne than antieipated

2) a change in actuarial assumptions - now expected that more people will opt for a guaranteed bensfit
rather than a commuted value

That brought the surplus down to $72m and, net of expenses the expected distribution was $62m.



After the settternent was approved by the court, the reporied surplus dropped from $62m to fess than
$10m. The reasons given for this second sharp drop waere:

1) persistent low interast rates which increase the cost of the basic benefits

2) a change I actuarial assumptions ... now racognize that even more people opted for a guaranterd
benefit rather than a commuted value

it should be noted that both the low interest environment and the number of people opting for a
guaranteed benafit were known well before the court date.

As a prelude to this amendment now before the court, we hear that the surplus has dropped to a mere
%2.6m and it may be enhanced slightly with forgiveness of interest charges and by walving a small
portion of the legal fees. The reasons given for this latest drop in surplus are:

1) persistent jow Interest rates which Increase the cost of basic benefits

2} a much higher take-up rate than antictpated of those apting for a guaranteed beneflt rather than a
commuted value '

We also learn that Canada Life was unable to find a provider of insurad annuities for this group of
members (those in the Partial Wind-up) desplie shopping the opportunity among 7 lffe insurers in
Canada, Instead, Canada Life will be “forced” to keep paying the members from the fund.

Some guestipns the Court may wish to explore are:

1} why would the number of people opting for a guaranteed benefit rather than a commuted
value have any effect on the surplus? These two opilons are supposed to be actuarially
equivalent. OF coursa they will only be actuarially equivalent if they are valued using the same
assumptions, '

These two options In fact use widely different assumptions. Canada Life calculates the
commuted values as of the member’s termination date. Therefore the actuarial assumptlons are
based on a standard effective in 1993 and uses interest and mortality assumptlons that are 10
years and 30 years respectively out of date, Those opting for a commuted value are assumed to
earn 6% annually on the money - for each and every year from 2003 enwards, This assumption
drives down the commuted value, The mortality assumption is based on mortality tables from
1983 =nd therefore lgnores that people now Jive Jonger. By overstating interest rates gnd
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understating how long people will five, the commuted value (i.e. the value of the pension) is
slgnificantly understated. The high take-up rate of those opting fora guargnteed benefit should
coime as a surprise to ng-one. Members simply cannot replace the lost Income stream with the

commuted values offered.

Now let’s look at those who opt for guarantead benefits — how are their pensions valued? The
actuarial assumptions used to value those pensions are the very epposite of those used for the
commuted values. Not only do they now reflect longer lifespans {as they should) but they also
assume that today's historically low interest rates will persist into the future, This increases the
“assumed" cost of the benefit and eats into the surplus.

So, again, the guestion is, why would the value of the pension differ depending on whether the benefit
is Ieft in the fund or taken out? Actuarial standards set In 15993 never antlcipated that dishursements
would be made 20 years later using thase standards, or that plan sponsors would conveniently ignore
updated standards that are meant to ensure equitable treatment,

One of the ways o ensure that no-one “games” the system s to give plan members a choice of a
commuted valye or an insured annuity ~ the understanding being that market competition will always
provide a fair cost for an insurad annuity. This leads to the next question.

Z} Why would no insurance company in Canada want to bid on a block of business thatis in the
hundreds of millions of dollars? Was the bid structured in such a way as to preclude any reasonable
response? Who were the 7 companies that Canada Life approached? Did they include Canada Life itseif,
sister company London Lifg, parent company Great-West Life? If annuities are purchased, current
penslon values are crystallized and members can have comfort that the cost to the fund Is both falrand
permanent. If instead, those pension costs are simply estimated there Is no assurance that the costto
the fund is either fair or permanent. ‘

3} Now that the assets and liabllities have been transferred to the on-going plan, what happens if and
when Interest rates recover to a historically normal Jevel? Don't the liabilities shrink as rapidly as they
balloonhed ... thus restoring the healthy surplus that the plan has enjoyed for decades? With a certain set
of assumptions, we've seen nearly $100m disappear in the last 6 years. ‘With a different set of
assumptions, might we see the $100m reappear in the next 6 years?

it 5 unlikely that we will ses a rebound by 31Deci4 as the US Fed is on record to hold interest rates
steady until at least mid-2014, However, if it did magically occur, why would the second surplus
distribution be capped at $15m?



It seems to this observer that Canada Life has seen a window of opportunity to move assets and
liabilitles to the pngoing plan, temporarlly value the llabllities at historically low interest levels, distribute
a severely diminished surplus 1o the plan members, and then wait for rising interest rates to restore the
healthy surplus that the plan has enjoyed for many years. With a timely decision 1o make payments
from the fund rather than purchasing annuities, Canada Life has jocked the members’ surplus claims into
thess tough etonomic circumstances while insulating their own share and in fact the entire PWU surplus

Trom those same economic circumstances.

The process is unfair

All of this Is being done via an amendment to the settlemerrt, with no further information sessions for
plan members, no opportunity to ask guestions, and no opportunity to vote - yet members are bound by
all of the terms and conditions and concessions that they agreed io in the original settlement when they
belleved they would share in $62m rather than less than 5m.

This negotiation process has dragged on for 8 years now. Suddenly, when the surplus has nearly
evaporated {and only temporarily so), there s a rush to bring closure to the process. The original
settlement was approved by the court on January 27, 2012. Members heard nothing more from CLPENS
untit May, 2012 when they were informed that the surplus had dropped by more than 80%. Thenno
further communication until the third week of February, 2013 when we learn the surplus has dropped a
further 60%, and a settlement amendment was announced along with a pre-aranged court date. At that
time, members had 2 mere three weeks to attempt to understand what has transpived and to
individually comment or object to the court.

What should the Court do?

I respectfully submit that the Coyrt should disallow this amendment. The original settlement terms
should be enforced or, if that is not possibie, then the ariginal settlement set aside.

When members voted in favour of the settlement, they granted many concessions to Canada Life —
forgiveness of expenses withdrawn from the plan-in the past, the right to take future expenses from the
plan, effective control of future surplus {to fund company contributions holldays). They also signed a
release against any future claims against the Plan assets,

None of that would now have the support of plan members.

Respectively submitied,

Fred ) Taggart
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