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Teansfer to a New Pension Plan

One of the components of the Settlement Proposal is to permit Canada Life to have certainty about payment of the
expenses of administering the pension plan out of plan assets, as well as the use of Plan assets for various other

purposes. In order for Canada Life to have certainty going forward, some Plan members will be asked to consent to
be transferred to a new pension plan {the “New Plan"), and to a "variation of trust The New Plan will have benefits

identical with the current Plan for a period of two years.
Recommendation of the Executive Committee of CLPENS

The CLPENS Executive Committee, with advice from its legal and actuarial advisors, has carefully examined the
Settlement Proposal and strongly recommends its acceptance.

Actions on Your Part

Please read the attached report from the Executive Committee of CLPENS and the information package. You can
attend one of the information sessions planned across the country (the information package contains the details).
Then complete and return the enclosed Decision Form {orange-bordered item F) in the self-addressed postage paid

envelope, This will permit our lawyers to take further steps.

Timeline for Future Steps

In order to fully implement the Settlement Proposal, a number of regulatory steps and approvals need to be obtained,
Assuming all goes well and on time, distribution of benefits is not expected to occur before the end of 2012,
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Pension legislation requires the settlement of all basic benefits, and the distribution of all assets, when a pension
plan is “wound-up” (either in full or in part). This means that all assets attributable to the wound-up portion of the
pension plan have to be dealt with. This includes distribution of any surplus assets. Pension legislation does not,
however, dictate to whom surplus assets shall be paid.

Around 2004, the CLPENS became concerned about the validity of payment of certain Plan expenses out of the
Plan assets and made a complaint to the Ontario pension regulator, the Financial Services Commission of Ontario

(“FSCO”),

The CLPENS initiated a class action proceeding in Toronto in the Spring of 2005 by a Statement of Claim, with two
PWU Members named as Plaintiffs: David Kidd and Alex Harvey. A third Plaintiff, Jean Paul Marentette, who is also
a PWU Member, was added a short time later as he had started a similar action in London, Ontario that was later
discontinued. Among other things, the amended Statement of Claim sought the following:;

* Distribution of surplus attributable to the Integration PWU to the PWU Members; and
* Reimbursement of the Plan expenses paid out of the pension fund either to the Plan fund or to Plan members.

It is important to note that the class proceeding deals with the specific claims of the PWU Members to a distribution
of the Integration PWU surplus, as well as the broader claims of all Plan members concerning the payment of Plan

expenses.

Following the initiation of the class action, extensive discussions took place with Canada Life, including a two-day
mediation facilitated by Justice Warren Winker, which resulted in the signing of a Memorandum of Understanding
("MOU") in Novernber, 2007. The MOU set out the framewaork for negotiations towards a comprehensive settierment
of all issues raised in the Statement of Claim.

We have now completed our negotiations with Canada Life and have reached a settliement agreement that is
conditional on a number of things, including obtaining sufficient support from eligible Plan members. The Settlement
Proposal addresses the claims of the PWU Members related to the Integration PWU surplus, as well as the claims of
all Plan members concerning Plan expenses and other issues.

The main terms of the Settlement Proposal are explained in this Report in broad terms. We encourage you to read it
carefully and completely. You may refer to the information package provided by Canada Life for additional details.

C. Pension Plan Surplus and its Ownership

What is Pension Plan Surplus?

Surplus arises in a “defined benefit” plan (such as our Plan) if there are more assets in the pension fund than

are needed to pay the promised benefits in accordance with the pension benefit formula. In an ongoing pension
plan, the determination of surplus requires an actuarial calculation of the value of future benefits based on certain
assumptions. When & pension plan is wound up, in whole or in part, all benefits have to be settled (either in cash
or by purchase of annuities) and any amount left over after having settled all benefits and after having paid alf the
expenses associated with the wind up constitutes surplus.

Ownership of Surplus

In an ongoing pension plan, no one actually "owns” the surplus. When a pension plan is wound-up, in whole or in
part, the assets and liabilities of the wound-up portion of the pension plar must be dealt with. When all benefits
have been settled and wind-up expenses have been paid, the disposition of any remaining assets (the "surplus”)
has to be dealt with. In such situations, the question of ownership of surpius becomes important,
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