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Section I.1 - Rules of Interpretation

L.1.1

1.1.2

Format of the Plan Text

The text of the Plan, as restated as at July 1, 2008, has three main sections. “1—
General Provisions” contains definitions and provisions relevant to the Plan as a
whole. “II — DB Provisions” contains provisions related to the determination of
benefits for service accrual prior to July 1, 2008. “II1 — DC Provisions” contains
provisions for defined contribution participation in the Plan on and after July 1,
2008.

Format of the DB Provisions

The portion of the Plan rules entitled “[1 - DB Provisions” consists of a st of basic
rules entitled “A. Basic Rules” and a set of amplified rules entitled *“B. Amplificd
Rules” plus sections entitled “C. GRIP”, “D. GRIP for Saskatchewan and Manitoba™
and “E. Hudson’s Bay and Simpsons™.

“C. GRIP” and “D. GRIP for Saskatchewan and Manitoba” set out the provisions of
GRIP that are used in calculating the pension camed before January 1, 1987 by
Mecmbers of the Plan who were members of GRIP at January 1, 1987 and had not yet
received any payment from GRIP or related plans on account of that pre-1987
service.

“E. Hudson’s Bay and Simpsons” sets out the provisions applicable to Mcmbers
who were previously members of the Hudson's Bay Company Pension Plan and the

Simpsons Limited Employees' Pension Plan.

The Amplified Rules claborate the Basic Rules except where the two are
incompatible, in which case the Amplificd Rules expressly override the Basic Rules.

The Amplificd Rules arc those required for reasons such as the following:

(@)  to specify provincial variations where legislative differences cannot be
accommodated in a uniform provision;

| - General Provisions
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L.1.3

L.1.4

L1.5

(b) to comply with regulatory requirements that stipulate certain provisions must
be expressly included in the plan document;

(c) to describe administrative practice in implementing the Basic Rules in
special circumstances, such as for a Member who is classified as other than a
full-time employee; and

(d)  todescribe the amendments for specific GRIP calculations in conjunction

with the overall amendment and restatement of the Plan as at
January 1, 1987.

Singular/Plural and Masculine/Feminine References

Except where the context requires otherwise, all references to the singular include
the plural and all references to the masculine include the feminine and vice versa.

Headings

Headings for sections are included for convenience of reference and are not relevant
to the interpretation of the Plan.

Legislative References

All references to legislation arc deemed to include related regulations and
interpretative guidelines, if any.

[ - General Provisions
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Section 1.2 - Definitions

The following terms, where capitalized, have the following meanings respectively for the
purposcs of this Plan unless a different meaning is clearly required by the context.

1.2.1 "Account" means the account established in respect of a Member to receive the
contributions made on behalf of the Member and by the Member under the DC
Provisions, plus Income thereon.

1.2.2 "Actuarial Equivalent" means a pension or other benefit which has the same
actuarial present value as another benefit, and where the actuarial present value is
computed using actuarial tables and such other methods and assumptions as may be
adopted by the Company on the recommendation of the Actuary for the purposes of
the Plan, subjcct to any requirements of the Pension Benefits Act and the Income
Tax Act. In no event shall the basis on which an Actuarial Equivalent is determined
differentiate between male and female Members of the Plan, except as required
under the applicable Pension Benefits Act,

[.2.3 "Actuary” means the actuary or firm of actuaries retained by but independent of
the Company, who is, or one of whosc members is, a Fellow of the Canadian
Institute of Actuaries.

1.24 "Beneficiary" means the person or persons designated by a Member under Section
L.8. If no designation has been made, or if the person or persons designated are not
living, then Beneficiary means the Member's estate.

L.2.5 "Commuted Value'" mcans, in relation to benefits that a person has a present or
future entitlement to receive, a lump sum amount which is the actuarial present
value of those benefits computed at the rate of interest and using the actuarial tablcs
adopted by the Company on the recommendation of the Actuary, subject to any
requirements under the Pension Benefits Act and Income Tax Act. In no event shall
the basis on which a Commuted Value is determined differentiate between male and
female Members of the Plan, cxcept as required under the applicable Pension
Benefits Act,

L2.6 "Company" means Scars Canada Inc. and its successors.

I - General Provisions
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1.2.7

1.2.8

1.2.9

1.2.10

1.2.11
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"Continuous Service" means the service of an Employee with an Employer as
shown by the Employer’s records calculated from the date that he was most recently
hired as an Employee, such service including authorised leaves of absence, periods
of Disability and at the Company's discretion, service with any affiliated company;
a temporary suspension of employment shall not interrupt such Continuous Service.
Continnous Service shall exclude any periods of employment exercised outside
Canada or with an affiliated employer that does not participate in the Plan,

Continuous Service is interrupted by an actual termination of employment, but in
the Province of Manitoba is not interrupted by any temporary suspension of
employment that lasts for less than 52 weeks and in the provinces of Alberta and
British Columbia is not interrupted by any temporary suspension of employment
that lasts for less than 26 weeks and in other provinces the length of temporary
suspension in relation to Continuous Service will be determined by the Company.

"DB Provisions" means the rules of the Plan that determine benefits with respect
to service before July 1, 2008 as set out in “II — DB Provisions” including related
rules in “I — General Provisions”.

"DC Provisions' means the rules of the Plan under which Members participate on
a defined contribution basis as set out in “III — DC Provisions” including related
rules in *I — General Provisions”,

"Disability" means a disability as a result of which a Member qualifics for benefits
under his Employer’s long term disability plan.

"Earnings" means the total cammings in a year of an Employce from his Employer
consisting of wages, salaries, payments for overtime, bonuses, overwrites,
commissions, vacation pay and illness allowances cxcluding, however, the value of
an Employee's taxable benefits and any long term incentives and other clements of
compensation that the Company expressly cxcludes for such purposcs. Earnings
during periods of Disability or other leave of absence are determined according to
the provisions of Section 1.7.3. For periods of Continuous Service during which a
Member docs not actually reccive remuneration from an Employer, any amount
deemed to be received by the Member shall not exceed the amount of compensation
which is prescribed for this purpose under the Income Tax Act.

[ - General Provisions
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1.2.12

[.2.13

1.2.14

1.2.15

1.2.16

L.2.17

1.2.18
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"Employee" mcans an employce of an Employer as shown from time to time on
the Employer’s records cxcluding any employee who is an active participant in any
pension or profit sharing plan maintained by Sears Roebuck and Co. or any
affiliated company located in the U.S.A. and which plans are qualified under
Scction 401(a) of the U.S. Internal Revenue Code.

"Emplover" means the Company and any other employer that is designated by the
Company for participation in the Plan and that has agreed to be bound by the terms
of the Plan. “Emplayers™ other than the Company and the period during which they
participate in relation to employees actively earning benefits in the Plan are: Sears
Canada Merchandising Services, effective December 23, 2001 until December 31,
2006 and Scars Canada Bank effective December 15, 2003 until January 1, 2006.

"Federal Employment" mcans employment defined as “included employment” in
the Pension Benefits Standards Act (Canada), and “Federal”, with reference to
Jurisdiction of employment, has a corresponding meaning.

"Final Average 3-Year Pensionable Earnings" has the meaning described in
Section ILA.1.2.

"Final Average 3-Year YMPE" means onc-third of the aggregate of the YMPE,
in cach year during the last 36 consecutive months of the Member's Continuous
Service while a Member of the Plan.

"Full-Time Employee" means an Employee who, at the date on which a
determination is required, is regularly scheduled to work at Ieast 1950 non-overtime
hours in a year. An Employce who has been in Continuous Service throughout a
calendar year and who is considered a Full-Time Employce at the end of the ycar
shall be deemed to be a Full-Time Employce for the entire calendar year.

"GRIP" means the Guarantecd Retirement Income Plan of Sears Canada Inc.
including the section of that plan applicable to employees cmployed in
Saskatchewan and Manitoba, which plan was incorporated into, and superseded by
the terms of this Plan cffcctive January 1, 1987,

I — General Provisions
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1.2.20

1.2.21

1.2.22

1.2.23

1.2.24
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"Income" means the net gain or loss on all amounts allocated to an Account, which
shall be determined daily by the Trustee or its agent from the date the contributions
are allocated to the Account to the date of determination at the rates attributable to
those portions of the Trust Fund in which the Member’s Account is invested at the
relevant time, after deduction for expenses.

"Income Tax Act" means the Income Tax Act, Statutes of Canada, and the
Regulations thereunder, and where applicable includes provisions of Information
Circular 72-13R8 issued by Revenue Canada, as amended or replaced from time to
time and any provincial legislation of comparable substance.

"I icensed Annuities Provider" means a corporation licensed or otherwisc
authorized under the laws of Canada or a prevince to carry on in Canada an
annuitics business.

"Locked-In Retirement Contract" means a registered retirement savings plan or
other investment vehicle which is registered under the Income Tax Act and cligible
under the Pension Benefits Act for receipt of locked-in retirement funds and
includes, subject to minimum age requirements, any locked-in registered retirement
income fund or life income fund.

"Lump Sum Payment" means a payment from the Plan of an amount which is not
locked-in under the Pension Benefits Act, including a transfer to:

(a) a registered retirement savings plan of the payce; or

(b)  arcgistered pension plan of which the payee is a member, if that plan so
permits,

where such transfer is permitted under the Income Tax Act. Where the amount
payable is not transferred, the Lump Sum Payment shall be paid net of amounts
withheld as required by law. Each Lump Sum Payment shall fully discharge the
Plan’s obligations in respect of the amount so paid.

"Member" means an Employee who has joined the Plan according to its eligibility
requirements and who is entitled to benefits under the DB Provisions or the DC
Provisions or both.

I — General Provisions
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1.2.25

1.2.26

L.2.27

1.2.28

1.2.29

1.2.30
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"Pension Benefits Act" means the Pension Benefits Act, R.S.0. 1990 and the
Regulations thereunder or, where the context requires, the legislation of comparable
substance of another Canadian jurisdiction, as such legislation may be amended
from time to time.

"Pensionable Earnings" has the mcaning described in Section ILA.1.1.

"Pensionable Service Years" has the meaning described in Section II.A.1.5.
Pensionable Service Years do not accrue on and after July 1, 2008,

"Plan" means the Sears Canada Inc. Registered Retirement Plan which takes effect
January 1, 1987 or such other date as the Company may determine, and which
incorporates certain predecessor retirement plans, as described herein, and as such
plan is amended from time to time. The Plan is inclusive of the DB Provisions and
the DC Provisions as a single Plan that provides different types of benefits to
Members according to the rules for benefit cligibility and determination specified in
the Plan text as amended from time to time.

"Plan Year" means the calendar year.
""Spouse" means at the time a determination of marital status is required, a person
of the opposite sex or of the same sex who meets one or more of the following

conditions:

a) the Member and the person are legally married and are not living separate
and apart;

(b)  the Member and the person arc a party to a voidable or void marriage and
are not living separate and apart;

(c) the Member and the person:

(i) have been cohabiting continuously in a conjugal relationship for the
preceding year; or

I - General Provisions
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(i)  have becen cohabiting in a conjugal relationship of some permanence,
are cohabiting at the date on which a determination is required and
are jointly the natural or adoptive parent of a child.

The expression "spousal relationship” shall have a corresponding meaning.
Notwithstanding the foregoing, with respect to Section 1.11.10, the expressions
“spousal relationship” and “spouse” shall exclude a reference to same sex spouses,
unless and until applicable legislation requires that same sex spouses be included.

"Spouse" shall also apply in determining death benefits payable under GRIP for
service prior to January 1, 1987.

In addition, the following definitions apply at the date a determination is required
according to the jurisdiction in which a Member is employed and in all cases the
definitions are subject to the overriding condition that the person must also qualify
as a spouse for purposes of registered pension plans under the Income Tax Act:

In the Federal jurisdiction "Spouse' means:

(a) ifthere is no person described in (b), a person who is married to the member
including a person who is a party to a void marriage with the Member; or

(b)  a person who has been living with the Member in a conjugal rclationship for
at least one year.

In Alberta "Spouse” means:

(a) a person who is married to the Member and has not been living scparate and
apart from the Member for more than 3 consecutive years; or

(b) if there is no person to whom (a) above applies, a person who lives with the
Member in a marriage-like relationship and has done so for the 3 year period
immediately preceding the relevant time, or in a relationship of some
permanence if there is a child of the relationship by birth or adoption.

I — General Provisions
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In British Columbia "Spouse" mcans a person:

(a) who is married to the Member and has not been living separate and apart
from him for more than 2 years; or

(b)  ifthere is no person to whom (1) above applies, who has lived with the
Member in a marriage-like relationship for the immediately preceding two
years, except that the person is disqualified if he has received a share of the
Member’s pension pursuant to Section I11.11.10.

In Manitoba "Spouse" means:
(a) a person who is married to the Member; or

(b) a person who is not married to the Member but is in a common-law
relationship with the Member that is registered under the applicable
Manitoba Icgislation, and is cohabiting with the Member; or

(c) a person who is not married to the Member but has cohabited with the
Member in a conjugal relationship in the immediately preceding period,

) for a period of at least 3 years, if either of them is married; or
(i)  for a period of at least onc ycar, if neither of them is married,

However, for the purposc of pre-retirement death benefits under Sections I1.B.9.4.
and I11.3.2 and joint and survivor pension rights under Sections I1.A.5.3(b) and
[11.4.1(3) the person is disqualified if he is cligible to receive or has received an
assignment of benefits under Section 1.11.10 unless in the case of joint and survivor
pension rights, the person has resumed cohabitation with the Member. The person is
also disqualified for the purpose of joint and survivor pension rights under Section
I1.A.5.3(b) and II1.4.1(3) if he began living scparate and apart from the Member
before 1984 and has not resumed cohabitation with the Member.

In Newfoundland and Labrador "Spouse" mcans:

(a) a person who is not marricd to the Member who:

1 = General Provisions
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(1)  is not prevented in law from marrying the Member; or
(ii)  if prevented in law from marrying the Member has cohabited
continuously in a conjugal relationship with the Member for not less

than 3 ycars

and is cohabiting with the Member or did cohabit with the Member in the
preceding year; or

if there is no person described in (a) above, a person who:
(i)  is married to the Member;

(ii)  is married to the Member by a voidable marriage that has not been
voided by judgement or nullity; or

(iii)  has gone through a form of marriage with the Member in good faith
that is void, and is cohabiting or has cohabited with the Member in the
preceding year.,

Under (a) above a person of the same sex as the Member is disqualified if
there is a person of the opposite sex to the Member who qualifics.

In New Brunswick "Spouse" means a person who:

(a)

(b)

(c)

(d)

is married to the Member:

is married to the Member by a marriage that is voidable and has not been
avoided by a declaration of nullity;

has gone through a form of marriage with the Member in good faith that this
void, and has cohabited with the Member within the preceding year; or

is of the same sex or the opposite sex to the Member and is not married to
the Member, but has cohabited with the Member:

I ~ General Provisions
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(i)  continuously for a period of not less than one year ina conjugal
relationship in which one person has been substantially dependent on
the other for support; or

(ii)  in a relationship of some permanence where this is a child born of
whom they are the natural parents and with whom the Member has
cohabited within the preceding year.

In Nova Scotia "Spouse' means a person:

(a)

(b)

()

(d)

who is married to the Member;

who is married to the Member by a marriage that is voidable and has not
been annulied by a declaration of nullity:

has gone through a form of marriage with the Member in good faith that is
void, and is cohabiting with the Member or has cohabited with the Member
within the preceding 12-month period;

if there is no person described in (a), (b) or (c), a person who has been
cohabiting with the Member in a conjugal relationship for at lcast 2 years at
the relevant time.

However, a person docs not qualify as a Spousc for purposes of a pre-retirement
death benefit under Sections 11.B.9.4 or [11.3.2 if a division of benefits has occurred
undcr Scction 1.11.10.

In Quebcec "Spouse"” means a person who:

(a)

(b)

is lcgally marricd to the Member and not legally separated from bed and
board,

if there is no person to whom (a) applies, has been living in a conjugal
rclationship with an unmarried Member for a period of not less than 3 years,

or for a period of not less than 1 year if:

(i)  at least one child is born, or to be born, of their union;

| — General Provisions

Section 1.2



1.2.32

1.2.33

1.2.34

1.2.35
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(i)  they have adopted jointly at least one child while living together in a
conjugal relationship; or

(iii) onc of them has adopted at Icast one child who is the child of the
other, while living together in a conjugal relationship; or

(c) if there is no person to whom (a) or (b) applies, a person who has entered
into a civil union with an unmarried Member.

In Saskatchewan "Spouse" mecans:
(a) a person who is married to the Member; or

(b)  if the Member is not married, a person of the opposite sex or a person of the
same sex, who has cohabited with the Member for at least | year
immediately preceding the determination of the benefit entitlement.

""Student" mcans an Employee who is enroled at any accredited university or
college on a substantially full time basis as shown from time to time on his
Employer’s records.

"Trust Agreement" means the agreement between the Company and the Trustee
cstablishing the Trust Fund for the Plan and providing for the administration of the
Trust Fund and this term is decmed to include, where appropriate, any contract of
insurance arranged in furtherance of the Plan,

"Trust Fund" means the assets held by the Trustee for the Plan and this term is
deemed to include, where appropriate, any contract of insurance arranged in
furtherance of the Plan. “Trust Fund” is inclusive of Members® Accounts whether or
not they arc held in a contract of insurance.

"Trustee" means the trustee or trustees appointed in accordance with the provisions
of the Plan and is deemed to include, where appropriate, a company authorized to
carry on a life insurance business in Canada.

1 - General Provisions
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1.2.36 "YMPE" means the Year's Maximum Pensionable Earnings from time to time in
cffect under the Canada Pension Plan Act or the Quebec Pension Plan Act,
whichever is applicable.

ﬂ
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Section 1.3 - Establishment of the Plan

L3.1

1.3.2

1.3.3

1.3.4

Predecessor Plans

Sears Canada Inc., formerly Simpsons-Sears Limited, established the
Supplementary Pension Plan, a registcred pension plan, with effect from January 1,
1971 to provide retirement benefits for cligible cmployees regardless of province of
residence. The Supplementary Pension Plan was incorporated into and superseded
by the Guaranteed Retirement Income Plan with effect from January 1, 1976 to
continue providing retirement and other benefits for cligible employees.

Sears Registered Retirement Plan

The Guaranteed Retirement Income Plan, as amended from time to time since 1976,
was incorporated into and superseded by the Sears Canada Inc. Registered
Retirement Plan with effect from January 1, 1987, to comply with major revisions
to provincial and federal legislation concerning registered pension plans including
the participation of part-time employees, and to continue providing retirement and
other benefits for and on behalf of eligible employecs,

The Sears Canada Inc. Registercd Retirement Plan was amended and restated
cifective January 1, 1999, January |, 2001, May 1, 2003 and May 1, 2007.

2008 Restatement

The Sears Canada Inc. Registered Retirement Plan is restated in its cntirety as of
July 1, 2008 to provide for the cessation of defined benefit service acerual and to
troduce a defined contribution provision with effect on and after July 1, 2008.

Plan Provisions in Effect Prior to J uly 1, 2008

Unless otherwise provided under the terms of the Plan, benefits in payment or to be
paid at a future date as a result of retirement, death and any other termination of
cmployment occurring before July 1, 2008 are payable in accordance with the terms
of the Plan as it was constituted prior to that datc, except that retirement benefits and
surviving Spousc or Dependent Children's pensions in payment as at that date are

I - General Provisions
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subject to the terms of the Plan concerning post-retirement inflation adjustments as
sct out in Section II.A.6 if such benefits continue in payment when the Company
declares an inflation adjustment.

Unless otherwise provided under the terms of the Plan, enrolment conditions for
members who joined the Plan prior to July 1, 2008 and the determination of required
contributions made to the Plan prior to July 1, 2008 shall both be governed by the
relevant terms of the Plan in effect prior to July 1, 2008.

Incorporation of Modified GRIP Benefit Formula Provisions

The benefit formula provisions of the Plan applicable to pensionable service prior to
January 1, 1987 are set out under “II - DB Provisions GRIP” or “II — DB Provisions
GRIP for Saskatchewan and Manitoba” as is applicable to the Member.

Provisions Applicable to Former Bay and Simpsons Employees

Following the acquisition of certain Bay and Simpsons stores by the Company in
1991, the Company agrced to accept a transfer of assets and liabilities for pension
benefits accrued by transferring Employces under their prior pension plan to the
transfer date. *II — DB Provisions Hudson’s Bay and Simpsons” contains a detailed
description of the cligibility and benefit provisions in relation to this prior period of
cmployment for transferred Employeces and Members.

1 - General Provisions
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Section 1.4 - Enrolment

1.4.1

1.4.2

1.4.3

Members as at July 1, 2008

An Employee who is a Member of the Plan as at June 30, 2008 shall continue to be
a Member of the Plan on and after July 1, 2008 in accordance with the provisions of
the Plan. These Members shall make a contribution election as required by the DC
Provisions.

Voluntary Enrolment for Part-time Employees

Any Part-time Employee to whom Section 1.4.1 does not apply may enrol as a
Member of the Plan as of July 1, 2008 or January | of any calendar year on and
after January 1, 2009 after satisfying either of the voluntary enrolment conditions
described in (a) or (b) as follows:

(a)  completing at lcast 700 hours of employment during the immediately
preceding calendar year; or

(b)  earning at least 35% of the YMPE during the immediately preceding
calendar year.

A Part-time Employee in Manitoba must cnrol when the enrolment conditions are
met,

Yoluntary Enrolment for Full-time Employees

Any Full-time Employce to whom Scction 1.4.1 does not apply may cnrol as a
Member of the Plan at any time following the completion of 6 months of
Continuous Service.

A Full-time Employce in Manitoba must enrol when this enrolment condition is
met.

I — General Provisions
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1.4.4

1.4.5

1.4.6

1.4.7

1.4.8

Transition Rule for Certain Quebec Members

A Member to whom Section 14.1 applics on Junc 30, 2008, who makes an clection
to contribute 0% as of July 1, 2008 as provided in the DC Provisions, who is
cmployed in Quebec on July 1, 2008 and who transfers their benefits from the Plan
as provided in Section IL.A.11 at a time when the Member has no Account under the
DC Provisions and thus ccases to be a Member, may again enrol as a Member of the
Plan in accordance with Section 1.4.2 or 1.4.3 as applicable.

Non-Eligible Emplovees

An Employee who does not satisfy the enrolment conditions described in Section
1.4.2 or 1.4.3 is not cligible to cnrol as a Member of the Plan. However, the
Company may waive eligibility requircments under Section 1.4.

Student

Notwithstanding the foregoing provisions of Section [.4 of the Plan, a Student may
voluntarily enrol as a Member of the Plan immediately after satisfying the voluntary
cnrolment conditions described in Section 1.4.2 or 1.4.3..

Enrolment Form

An Employec who cnrols in the Plan must complete, sign and return to the Company
a form prescribed by the Company authorizing the Company to withhold
contributions from the Member's remuneration.

Termination and Re-Employment

If a Member's Continuous Service is broken and that Member is subsequently
re-cmployed by an Employer, he shall be regarded for the purposcs of the Plan as a
newly-hired employee who has not had any previous service with an Employer,
except with respect to any vested bencfits which he may have to his credit in the
Plan in respect of his previous scrvice.

[ - General Provisions

Section 1.4
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Section 1.5 - Member Contributions

I.5.1

1.5.2

L.5.3

Member Contributions

(a)  Required Contributions
On and after July 1, 2008 Member contributions are made in accordance with
the DC Provisions.

(b)  Prior Election To Cease Contributions
Pursuant to the terms of the Plan in effect before July 1, 2008, certain
Members elected to cease contributions, and had an election to resume
making contributions before July 1, 2008. All of these Members, whether or
not they are contributing as of June 30, 2008, are Members and must make a
contribution election in accordance with Section 1.4.1.

Pavroll Deduction

Member contributions must be contributed to the Plan by means of payrol} deduction
administered by the Company, unless specifically provided otherwise in the Plan,

Interest on Required Contributions at Specified Interest Rates

A Member's required contributions made before July 1, 2008 carn interest at a rate
and in a manner that is at Ieast equal to the rate and the manner of calculation
prescribed by legislation in the Member's jurisdiction of employment or if no rate or
manner of calculation is prescribed, at the rate specified by the Company from time
to time for that purpose, and such intcrest is credited annually for each year or part
year during which the contributions are held by the Plan.

Subject to compliance with jurisdictional prescribed requirements for interest credited
while a Member is employed in that jurisdiction, the following interest rates will be
credited to a Member's required contributions that were made to the Plan before July
1, 2008:

I - General Provisions
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For the period from January 1, 1987 to December 31, 1992, the rate is based
on the average of the yields of 5-year trust company guaranteed investment
certificates, published in the Bank of Canada Review as CANSIM Series B
14046, over the most recent period for which the rates are available.

While a Member is actively employed prior to January 1, 1993, interest is
calculated on the Member's contribution balance at the end of the prior Plan
Year and, at one-half the applicable rate, on the Member's contributions made
during the most recent Plan Year. Upon termination prior to January 1, 1993,
interest is calculated on a pro-rata basis at the applicable rate of interest on the
Member's contribution balance at the end of the prior Plan Year and on one-
half of the contributions made during the current Plan Year.

For the period on and after January 1, 1993, the rate is based on the average of
the yields on 5-year trust company guarantced investment certificates,
published in the Bank of Canada Review as CANSIM Series B14080, over

the most recent twelve month period for which rates arc available.

While a Member is actively employed on and after January 1, 1993, interest is
calculated at the end of each Plan Year based on the rate of interest
determined above for the last month of that Plan Year, and is applied to the
Member's contribution balance at the end of the prior Plan Year and at
one-half of the contributions made during the current Plan Year. For new
Members who start to contribute during the Plan Ycar, an appropriate pro-rata
portion of the rate for that Plan Year is applied to one-half of the Member's
contributions during that Plan Year.

Upon termination, an appropriate pro-rata portion of the rate determined as
above for the month preceding the Member's termination is applied to one-
half of the Member's contributions made during the last Plan Year.

Specified Interest Rate for Member Employed in Québec

For a Member cmployed in Québec, the rate is the most recently determined
average annual rate of return obtained on the investment of the Plan asscts,
less investment cxpenses and administrative costs, over the 36 month period
ending at the end of each calendar year quarter.
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Section .6 - Employer Contributions

L.6.1

1.6.2

Employer Contributions

Subject to the provision of Section I.12.3 (Withdrawal of Assets) an Employer shall
make such contributions to the Plan as are required based on the advice of the
Actuary in order

(a) to provide for the proper amortization of any unfunded liability or solvency
deficiency; and

(b)  to meet the employer contribution requirements of the DC Provisions

both () and (b) being determined in accordance with the Pension Benefits Act, after
taking into account the assets held under the Trust Agreement for the Plan, the
contributions of the Members and all other relevant factors,

If, at any time while the Plan continue, the Actuary certifies that the assets of the
Trust Fund exceed the liabilities of the Plan inclusive of Members’ Accounts, the
funding excess or a portion of the excess may be used to reduce the contributions
that would otherwise be made by the Employers, subject to any limitation prescribed
under the Pension Benefits Act and provided that any funding cxcess allocated to
Employer contributions under Section 1.6.1(b) is transferred to Member Accounts in
accordance with Section 147.3(4.1) of the Income Tax Act.

Restriction on Employer Contributions

Notwithstanding the other provisions of this Section .6, no contribution shall be
made by an Employer to the Plan under Section 1.6.1(a) unlcss the contribution is an
cligible contribution as defined under the Income Tax Act, and no contribution shali
be made by an Employer to the Plan or allocated to Members’ Accounts from
funding excess under Section 1.6.1(b) unless it is within the limits specified in the
DC Provisions.
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Timing of Payment

An Employer shall make its contributions to the Plan under 1.6.1(a) in equal or
proportional monthly amounts and in all other respects in compliance with the
procedures prescribed by the Income Tax Act and the Pension Benefits Act.

Remittance of Member Contributions

An Employer shall remit to the Trustee or its designate, for deposit to the Trust Fund,
all sums received by it from a Member or deducted from a Member's pay, within 30
days following the month in which such sums are received or deducted, cxcept that
this shall occur within 15 days for Members employed in New Brunswick.
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Section .7 - Disability and Other Leaves of Absences

1.7.1 Member Contributions During Leave

(a)

(b)

(c)

Temporary Absence

During an unpaid leave of absence due to a pregnancy or parental leave, a
work-related injury or illness for which a Member receives workers'
compensation benefits, a compassionate care leave, other than a period
described in Section 1.7.1(b) or (c), a Member may continue to make
contributions in accordance with the DC Provisions. Members who elect to
contribute shall make contributions by post-dated cheque.

Member Required Contributions During Short Term Disability

A Member who has a disability which renders him unable to perform the
duties of the employment in which the Member was engaged before the
disability, and for which the Member is in receipt of short-term disability
benefits from an Employer sponsored program, is required to continuc to
make contributions in accordance with the DC Provisions.

Member Required Contributions During Disability Period

A Member who has a Disability is required to continue to make
contributions in accordance with the DC Provisions. Members whose
Disability commences on or after July 1, 2008 shall make contributions by
post-dated cheque.

1.7.2 Continuous and Pensionable Service Years During Absence

Each ycar, or part thercof, prior to July 1, 2008 during which contributions were
continued during eligible temporary absence, short term disability or Disability
under predeccssor provisions to Section 1.7.1 counts as a Pensionable Service Year,
or part thereof.

1 — General Provisions
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.7.3 Earnings During Absence

In determining the level of contributions under Section 1.7.1 a Member's Earnings
shall be deemed to be equal to:

(a)

(b)

(c)

for absences described in Section 1.7.1(a), the rate of Earnings received by
the Member immediately before the commencement of his leave of absence,
subject to the prescribed compensation rules under the Income Tax Act;

for absences due to short-term disability described in Section 1.7.1(b), the
amount of short-term disability benefit received by the Member from an
Employer sponsored program; and

for periods of Disability described in Section 1.7.1(c), the rate of Earnings
received by the Member immediately before the commencement of the
Disability. In no cvent will the Member’s Pensionable Earnings during
periods of his Disability exceed the amount of remuneration of the Member,
had his employment with an Employer continued during his period of
Disability.

The Member's Earnings are deemed to be equal to 12 times the Member's Earnings
as otherwise determined under the Plan for the full month immediately preceding the
commencement of the period of Disability or other lcave of absence.

L7.4 "Pensionable Earnings" In Respect of Disability Period

During
benefit

the period of Disability, for the purposes of determining the amount of
accrued with respect to Pensionable Service Years, the Member's

Pensionable Earnings are calculated as follows:

(a)

(b)

in the first Plan Yecar of Disability, 12 times the Member's Earnings as
otherwise determined under the Plan for the month before that period of
Disability commenced; and

in cach succeeding Plan Year of that period of Disability, the amount of the
Member's Eamings determined at the end of the previous Plan Year and
increased by the percentage increase in the lesser of!
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{1 the Consumer Price Index, if any, in excess of 3%, and
(iiy  the Average Industrial Wage,

since the end of the previous Plan Year. In no event will the Member's Pensionable
Earnings during periods of his Disability exceed the amount that is reasonable to
consider would have been the remuneration of the Member, had his employment
with an Employer continued during his period of Disability.

Application of Disability Provisions

The application of these provisions concerning Disability is limited to those
Members who are cnrolled in their Employer’s long term disability plan, thereby
excluding any eligible Employee who does not enrol and Members who are
part-time employees and who are therefore not eligible to enrol in that plan,

Leave of Absence or Disability Ending Before Early Retirement Date

If a Member's leave of absence ends or the Member ceases to suffer from a
Disability before he is cligible for early retirement and

(@) the Member returns to active employment with an Employer, his pension will
be calculated based on the provisions of the Plan in effect as at the date of his
subsequent termination or retirement; or

(b)  the Mcmber does not return to active cmployment with an Employer, he will
be deemed to have terminated his employment for purposes of the Plan as of
the date that the lcave of absence ended or the Member ceased to suffer from
the Disability, and his pension will be calculated based on the provisions of
the Plan in effect as at the date of his deemed termination,

Leave of Absence or Disability Continuing Until Early Retirement Date

A Member whose period of leave of absence or Disability continues until he is
cligible for retirement may clect to retire at any time before his Normal Retirement
Date and his pension will be calculated based on the provisions of the Plan in effect
as at the date of his retirement. Any of the Member's pension received prior to his
Normal Retirement Date will be deemed to be received on account of disability for
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purposes of the Employer’s long term disability plan.

Income Tax Act Restrictions on Pensionable Service Years and Deemed
Earnings

Periods of unpaid leave of absence included in Pensionable Service Years plus
periods of absence during which Eamnings are deemed to be received under Section
1.7.3 on and after July 1, 2008 shall not exceed the following limits:

(a) cach period of absence before January 1, 1991 for which Pensionable Service
Years are granted shall be limited to a maximum full-time equivalent of 2
years; and

(b)  the aggregate of periods of absence on and after January 1, 1991 for which
Pensionable Service Years are granted or Earnings are deemed to be received
shall be limited to a maximum full-time equivalent of 5 years, plus an
additional 3 ycars in respect of absences that occur within the 12 month
period which commences at the time of the birth or adoption of a child of the
Member.
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Section 1.8 - Designated Beneficiary

1.8.1

1.8.2

Effectiveness of Beneficiary Designation

Death benefits are paid in accordance with the beneficiary designation of a Member
except if the Company has actual notice that the Member is survived by a Spouse, and the
Spouse has not waived priority rights as permitted by the Pension Benefits Act, then the
Spouse takes priority over the Beneficiary of the Member, in accordance with the
requirements of the Pension Benefits Act.

Procedure for Beneficiary Designation

A Member may designate a Beneficiary or Beneficiaries to receive death benefits payable
under the Plan and may, from time to time, alter or revoke the designation cither in the
manner and according to the forms prescribed by the Company for that purpose, or by will
provided that the certificd copy of probate is provided to the Company's head office before
payment is made.
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Section 1.9 - Trust Fund

1.9.1

1.9.2

1.9.3

1.94

Trust Fund

The Company shall arrange for the funding of the Plan by establishing a Trust Fund
for the purposes of the Plan, by the execution of a Trust Agreement with a Trustee
which is a company resident in Canada and licensed to carry on a trust business in
Canada.

Change of Trustee

The Company may, subject to the terms of the Trust Agreement, remove or replace
the Trustee at its discretion from time to time, provided that any substitute Trustee
or Trustees (other than a Company authorized to carry on a life insurance business
in Canada), shall be a company resident in Canada and licensed to carry on a trust
business in Canada,

Relationship of Plan and Trust

The Company shall deliver a copy of the Plan as it may be amended from time to
time to the Trustee and the Trust Agreement thereupon forms part of the Plan as so
amended, inconsistent provisions of the Plan in existence prior to any such delivery
thereby being deemed to have been appropriately modificd as of the effective date
contemplated for such amendments.

Investment of the Trust Fund

The Trust Fund created by the Trust Agreement and all increments thereto will be
held by the Trustee and will be invested in the securities and loans from time to
time permitted under the Pension Benefits Act and the Income Tax Act, and in such
manner as will qualify the trust for exemption from income tax under the Income
Tax Act. Subject to the foregoing, the investment of a Member’s Account will be
as directed by the Member from options made available under the Trust Agreement.

I = General Provisions
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Continuation of Predecessor Plan Trust Fund

The funding arrangement for the Plan is provided as a continuation of the funding
arrangement of GRIP.

Discharge to Trustee

If any person entitled to receive a payment from the Plan is incapable of managing
his own affairs and of giving valid receipt for such payment, the Trustee may make
payment to the guardian, committee or other legal representative of the person and
any such payment will be deemed a payment for the account of the person entitled to
the payment and will constitute a full and complete discharge of the Trustee for
liability for the payment under the Plan.
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Section 1.10 - Administration

— = e e oI B B

-

1.10.1

L.10.2

1.10.3

Administration by the Company

The Company shall administer the Plan and shall, in consultation with the Actuary or
Trustee if the Company deems it necessary, decide conclusively all matters relating
to the operation, administration, interpretation or application of the Plan and its
provisions and without limiting the generality of the foregoing, the Company may
exclude from this Plan any employee who is not resident in Canada.

Cost of Administration

All normal and reasonable cxpenses incurred in the operation of the Plan whether
related to the DB Provisions or the DC Provisions or both, including expenses
incurred under the Trust Agreement, shall be paid from the Trust Fund, either
directly or by reimbursement to the Company on a quarterly basis (or at such other
intervals as the Company shall determinc). The Company shall determine from time
to time the administration and investment fees and expenses that will be paid directly
from Members’ Accounts.

Purchase of Annuities

The Company may in its discretion, arrange for the purchase of an annuity by the
Trust Fund cstablished according to the Trust Agreement to satisfy the benefit
entitlement of or on behalf of a Member under the Plan, provided that any
restrictions in the Pension Benefits Act with regard to the solvency of the Plan have
been met and provided that with respect to a Member’s Account, cfforts to obtain
the Member’s election under Section 111.4.1 have been made.
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L11.1

Small Pension Amounts

If a Member's annual periodic pension payment is a small amount and is, thus,
eligible for commutation according to the applicable legislative requirements
summarized as follows, the Commuted Value of the Member's pension will be paid

to the Member in a cash lump sum:

Amount of Benefit
Annual pension less than 2% of YMPE

Annual pension less than 4% of YMPE

Annual pension equal to or less than 4% of YMPE

Annual pension less than 10% of YMPE

Commuted Value (excluding excess contributions) less than

4%, of YMPE

Commuted value (excluding excess contributions) less than

10% YMPE

Commuted Value (including excess contributions) less than

20% of YMPE

Commuted Value (excluding excess contributions) less than

20% of YMPE

Commuted Value at date of request if pension deferred
(excluding excess contributions) less than or equal to 20%

of YMPE

Province
Onlario

P.E.L. {no lcgislation)

Manitoba
Newfoundland
Nova Scotia

Federal
Alberta
Saskatchewan

British Columba

Manitoba

Newfoundland

Nova Scotia

Qucbec

British Columbia

Alberta
Saskatchewan
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L11.3
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Annual pension less than 2% of the YMPE (and Member is  New Brunswick
within 10 years of normal retirement)

Adjusted Commuted Value (adjusted with mterest fromdate  New Brunswick
of termination to age 65) less than 40% of the YMPE, and

the Spouse, if any, consents in the prescnibed written form

to the payment of the Commuted Value

Required Transfers

Subject to the transfer restrictions as described in Sections 1.11.3 and L.11.4, if the
amount available for transfer under Section ILB.8.3 is less than 10% of the YMPE in
the year in which the Member terminates Continuous Service, the Company may
require the Member to make the transfer described in Sections II.A.7.6 and 11.B.8.3
if the Member was employed in the following jurisdictions: Alberta, British
Columbia or New Brunswick or Federal.,

Subject to the transfer restrictions as described in Sections 1.11.3 and 1.11.4, if the
amount available for transfer under Section I1.B.8.3 is less than 20% of the YMPE in
the year in which the most recent determination of the Commuted Value is made, the
Company may require a Member who was employed in Alberta to make the transfer
described in Sections I1.A.7.6 and 11.B.8.3.

Restrictions on Transfers under the Income Tax Act

A transfer of benefits from the Plan to another alternative retirement savings
arrangement shall be made directly from the Plan to the alternative retirement
savings arrangement, in accordance with the requirements under the Income Tax
Act. Amounts transferred in accordance with Sections ILA.7.6 and IL.B.8.3 plus
excess contributions transferred in accordance with Section 11.B.10.2 shall not
exceed the maximum amount prescribed under the Income Tax Act. Any amounts
which exceed these limits shall be paid to the Member in cash.

Restrictions on Transfers under the Pension Benefits Act

The Company shall not permit a transfer or purchase under Sections I1LA.7.6,
I1.B.8.3, I11.4.1 and 111.4.2 unless it is satisfied that:

(a)  the transfer or purchase is in accordance with the Pension Benefits Act; and
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(b)  any restrictions in the Pension Benefits Act with regard to the solvency of the
Plan have been met.

Timing of Transfers

A Member who is entitled to transfer the Commuted Value of his deferred pension
under Sections I1.A.7.6 and I1.B.8.3 shall make the transfer within the time limits
required by the Company. However, a Member whose Continuous Service ceases
while employed in the province of Quebec is entitled to make the election under
Scction I.A.7.6 within 180 days of:

(a)  the date on which the Member's employment is terminated;

(b)  every fifth anniversary following the Member's termination of employment
until the Member’s attainment of age 55.

Non-Resident

A Member who was employed in British Columbia, Quebec, or in Federal
Employment, whose Continuous Service has ceased, and who has ceased to reside in
Canada for at least 2 years, and in the case of a British Columbia Member, who is a
non-resident of Canada for tax purposes, is cntitled to the Commuted Value of his
entitiement from the Plan in a lump sum.

For a Member who was employed in New Brunswick, whose Continuous Service
has ceased, if:

(a) the Member and his Spouse, if any, have ceased to be Canadian Citizens and
have become non-residents of Canada for tax purposes; and

(b)  the Spouse, if any, has signed a waiver as prescribed,

the Member is entitled to the Commuted Value of his cntitlement from the Plan in a
lump sum.
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A Member who was employed in Alberta, whose Continuous Service has ceased and
who is a non-resident of Canada for tax purposes, is entitled to the Commuted Value
of his entitlement from the Plan in a lump sum.

Short Life Expectancy

If a Member who is retiring establishes by a statement from a qualified medical
practitioner that he has only a short life expectancy, the Company may authorize the
payment of the Commuted Value of all or part of the Member's life annuity
including the Member’s Account in a single cash amount, provided that the consent
of the Member’s Spouse, if any, is obtained.

For a former Member who was employed in Ontario, and who establishes pursuant
to the prescribed requirements of the Pension Benefits Act that he or she has an
illness or physical disability that is likely to shorten his or her life expectancy to less
than two years, and when ail applicable requirements of the Pension Benefits Act are
satisfied, the Company shall authorize the payment of the commuted value of all or
part of the former Member’s life annuity including the Member’s Account in a
single cash amount, and for this purpose the commuted value will be determined
taking into account the Member’s shortened life expectancy.

If the Member is employed in New Brunswick and has a Spouse, payment in cash

shall not be made without the Spouse’s consent in the form prescribed by the
Pension Benefits Act.

No Additional Rights to Employment

A Member shall not have, because of his membership in the Plan, any additional
rights to employment with an Employer which he would not otherwise have.

Non-Alienation

Except as specified in Section L.11.6 or permitted under the Pension Benefits Act
and the Income Tax Act, moncy payable under the Plan is subject to the following
restrictions:
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any transaction that purports to assign, charge, anticipate, surrender or give
as security any right of a person under the Plan or money payable under the
Plan shall not be enforceable against the Plan; and

money payable under the Plan is exempt from execution, seizure or
attachment,

L.11.10 Assignability of Benefits On Marriage Breakdown

(a)

(b)

Support Obligations

Upon breakdown of a Member's spousal relationship, payments under the
Plan are subject to exccution, seizure or attachment in satisfaction of a
written order for support or maintenance enforceable in Ontario or another
relevant jurisdiction, in accordance with the Pension Benefits Act.

Division of Property

Upon the breakdown of a spousal relationship, a Member may assign or
convey in writing all or a portion of his benefits and rights under the Plan to
his Spouse or former Spouse within the limits imposed by the Pension
Benefits Act.

1.11.11 Non-Commutabilig of Pensions

A pension or deferred pension payable under this Plan shall not be capable of being
commuted, cxcept as permitted under Sections, 1.11.1 and L1 1.6,

I.11.12  Proof of Age

Each Member shall, if and when required by the Company, provide proof of age for
himself and any joint annuitant and comply with all reasonable requircments of the
Company.
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Disclosure to Employees and Members

The Company shall provide to each prospectively eligible Employee and to each
newly-enrolled Member and his or her Spouse where required by the applicable
Pension Benefits Act, a written explanation of the terms and conditions of the Plan
and any amendments thereto prospectively applicable or currently applicable to him
(as the case may be) together with an explanation of the rights and duties arising on
Plan membership with reference to the benefits available to him under the Plan, The
Company shall make available to or on behalf of the Member and his or her Spouse
where required by the applicable Pension Benefits Act, the information regarding the
operation and administration of the Plan as prescribed in the applicable Pension
Benefits Act including prescribed Member information statements.

Governing Law

The provisions of the Plan shall be construed, governed and administered in
accordance with the laws and regulations in effect in the Province of Ontario.

No Privity

The Plan shall not create any privity between an Employer and any Employee or
former Employec entitled to receive any payment or benefit under the Plan, and no
right or claim of any such person shall be asserted or made against an Employer, by
rcason of the Plan.
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Section [.12 - Future of the Plan

12,1

1.12.2

1.12.3

Right to Amend or Terminate

While it is the intention of the Company to maintain the Plan in force indefinitely,
the right to amend or terminate the Plan, either in whole or in part, is necessarily
reserved by the Company in the event that future conditions, in the opinion of the
Company, warrant such action, which conditions may include without limiting the
generality of the foregoing, changes in pensions, profit sharing plans, retirement
income benefits or similar benefits provided by the Company or by or pursuant to
any law, regulations or other governmental authority.

No Reduction of Accrued Benefits

Notwithstanding Section 1.12.1, the following restrictions apply:

(a)  an amendment to all or part of the Plan shall not operate to reduce benefits
which have accrued under the Plan prior to the date of such amendment to
Members of the Plan; and

(b)  where an amendment results in a certifiable past service adjustment (as
defined under the Income Tax Act) in respect of a Member, the amendment
shall not apply to such Member prior to the certification of the past scrvice
pension adjustment in accordance with the Income Tax Act.

Withdrawal of Assets

In conjunction with the amendments giving effect to the rules of the Plan, the
Company expressly reserves the rights, which have been its rights since the
inception of the predecessor plan as follows:

(a) the right to withdraw assets from the Trust Fund subject to the then current
restrictions concerning pension fund surpluses according to the applicable
Pension Benefits Act and rulings of the regulatory authoritics; and

(b)  the right to apply surplus assets towards the provision of benefits under the
Plan
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I.12.4 Termination

In the event that the Plan is terminated in full or in part:

(a)

(b)

(©)

the assets of the Trust Fund (or in the case of a partial termination, the
pro-rata portion of the assets of the Trust Fund) shall be applied first to
satisfy all pensions and other benefits in accordance with the terms of the
Plan and the additional entitlements required under the Pension Benefits Act
in respect of scrvice up to the date of such termination (or partial
termination) to individuals in the categories (i), (ii) and (iii) as follows who
are affected by such termination (or partial termination):

(i) Members of the Plan;
(i)  pensioners; and
(iii)  former Employees with deferred pension entitlements;

if the assets of the Trust Fund (or, in the case of a partial termination, the
pro-rata portion of the assets of the Trust Fund) are insufficient to provide
fully for the benefits described in Section 1.12.4(a), the Accounts shall not
be affected by the insufficiency and the Employer shall not be required to
make any further contribution by reason of such deficiency other than
payments required to be made under Section 1.6 up to the date of such
termination, except as otherwise required under the terms, if any, of the
applicable Pension Benefits Act which provide for guaranteed benefits in
the event of plan termination; and

if, after providing fully for the benefits described in Section 1.12.4(a), there
are assets remaining in the Trust Fund (or, in the case of a partial
termination, in the pro-rata portion of the assets of the Trust Fund), such
remaining assets shall revert to the benefit of the Company and, in
accordance with the provisions of Section 1.12.3, shall be paid to the
Company or applicd for such other use as the Company shall direct in
accordance with the provisions of Section 1.12.3 subject, in the casc of a
partial termination, to any requircments of the Pension Benefits Act that
such remaining asscts (or a portion thercof) be retained in the Plan.
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Section I.A.1 - Final Average 3-Year Pensionable Earnings and

Pensionable Service

ILA.L1

I.A.1.2

ILLA.1.3

Pensionable Earnings

For any year in which a Member is a Full-Time Employee, the amount of the
Member's Pensionable Earnings is the amount of that Member's Earnings.

Final Average 3-Year Pensionable Earnings

Subject to Section II.A.1.3, the Final Average 3-Year Pensionable Earnings of a
Member is determined as one-third of the Member's aggregate Pensionable
Earnings during his 3 consecutive years of highest Pensionable Earnings within his
most recent 10 years of Continuous Service while a Member of the Plan.

Inflation Adjusted Career Average Earnings

The Final Average 3-Year Pensionable Earnings of an Eligible Member as defined
in Section ILA.1.2 is deemed to equal the Member's Inflation Adjusted Carcer
Average Eamnings, if greater, which is calculated by applying a formula to the
Member's Pensionable Earings for cach ycar of Plan membership on and after
January 1, 1987 with the effect of:

(a) adjusting such Pensionable Earnings based on the cumulative change in the
Consumer Price Index, measured from the year of such Pensionable
Earnings with the approximate cffect of excluding changes in the last
calendar year of Continuous Service; and

(b)  aggregating such inflation adjusted Pensionable Earings and dividing the
aggregate by the Member's years of Plan membership on and after January
1, 1987.

The aggregate adjustment to Pensionable Earnings as described above shall not
exceed the increase in the Average Industrial Wage during the same period.

1i — DB Provisions
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Member Eligible for Inflation Adjustment to Earnings

A Mcmber is eligible for the substitution of Inflation Adjusted Career Average
Eamings as described in Section I1.A.1.3 if the Member has at least 6 years of
Continuous Service, if the Member retires from the Company on or before his
normal retirement date, and if the Member's average annual Pensionable Earnings
in any period of 3 complete calendar years measured back on a non-overlapping
basis from the most recent calendar year is less than the Member's average annual
Pensionable Earnings for the immediately prior period of 3 complete calendar
years by a "Minimum Percentage” determined from the following table relative to
the Consumer Price Index Increase During the Period ("CPII"):

CPI Increase During the Period (CPII) Minimum Percentage
Less than 6% 11% less CPil

6% to 15% 5%

15% to 20% 20% less CPII
Greater than 20% any drop 1 carnings

For the purposes of this Section I.A.1.4, CPII is determined as the ratio of the
Consumer Price Index of the middle year of the later 3-year period to the
Consumer Price Index of the middle year of the prior 3-year period.

Pensionable Service Years

(a) Subject to paragraph (b) of this Section ILA.1.5 a Member will be credited
with one Pensionable Service Yecar for each complete calendar ycar of the
Member's Continuous Service as a Full-Time Employee, while a Member
of the Plan, since the later of his most recent date of hire and
January |, 1987 and before July 1, 2008. A Member's Pcnsionable Service
Yecars shall exclude a period of unpaid leave of absence other than:

1) any peniod of Disability, as described in Scction 1.7.1(c);
(ii)  any period of absence during which the Member is catitled to short-

term disability benefits under an Employer sponsored program, as
described in Section 17.1(b);
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(ii1)  any period of absence, other than a period included in (i} or (ii}
above, arising from a work-related injury or illness during which
the Member is entitled to accrue pension bencfits as described in
Section 1.7.1(a);

(iv)  any period of absence required by law to be granted in respect of
maternity, parental leave or compassionate care leave, as described
in Section 1.7.1{a); and

(v)  any other unpaid leaves of absences, unless approved by the
Company.

A Member who had elected under Section 5.1 of the Plan as it was in effect
prior to July 1, 2008 to cease required contributions to the Plan is not
credited with Pensionable Service Years for any period during which he
had ccased to make required contributions to the Plan under that provision.

II - DB Provisions
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Section I1.A.2 - Normal Retirement

ILA.2.1

ILA.2.2

Normal Retirement Date

A Member's normal retirement date is the last day of the month in which the
Member attains age 65.

Normal Retirement Pension
For service with an Employer on and after January 1, 1987, the amount of the
annual pension of a Member who retires on his normal retirement date is the sum

of (a) and (b} calculated as follows:

(a) for Final Average 3-Year Pensionable Earnings up to the Final Average 3-

Year YMPE
(i) 1%
multiplied by

(i)  the Member’s Pensionable Service Years
multiplicd by

(itiy  the amount of the Member’s Final Average 3-Year Pensionable
Earnings that is less than or equal to the Final Average 3-Year

YMPE but greater than 20% of the Final Average 3-Year YMPE

plus

(b)  for Final Average 3-Year Pensionable Earnings above the Final Average 3-

Year YMPE
(i) 1.75%
multiplied by

il — DB Provisions
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(ii)  the Member’s Pensionable Service Years
multiplied by

(iii)  the amount of the Member’s Final Average 3-Year Pensionable
Earnings that exceeds the Final Average 3-Year YMPE

and in no event shall the amount of the annual pension payabie at the Member’s
normal retirement date be less than the amount that would have been payable if the
Member’s Continuous Service had ceased on June 30, 2008.

In addition, thc Member has entitlement to his excess contributions if any,
calculated and payable in accordance with Section I1.A.9.1, including accumulated
interest.

[1 - DB Provisions
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Section II.A.3 - Early Retirement

ILA3.1

1LA.3.2

I1.A.3.3

Early Retirement Date
A Member may retire on the last day of any month after the Member has attained

age 55 and is entitled to a pension commencing on the first of any month
thereafter up to the first day of the month after he attains age 65.

Early Retirement Pension

For service with an Employer on and after January 1, 1987, the amount of the
annual pension of a Member who retires before his normal rctirement date is
determined as follows:

(a) the pension earned by the Member to his actual retirement date determined
in accordance with the formula in Section IL.A.2.2

reduced by
(b)  the early retirement reduction factor described under Scction 11.A.3.3

In addition, the Mcmber is entitled to his excess contributions, if any, calculated
and payable in accordance with Section IL.A.9.1, including accumulated interest.

Early Retirement Reduction Factor

(a) Members With Continuous Service Under 10 Years

1/4% per month for each full month by which the Member’s actual
pension commencement date precedes the last day of the month in which
the Member attains his normal retirement date, plus a further 1/4% per
month for ecach month, if any, by which the Member’s actual pension
commencement date precedes the month in which he attains age 60.

11—~ DB Provistons
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Members With 10 or More But Less Than 25 Years of Continuous Service

1/4% per month for cach full month by which the Member’s actual
pension commencement date precedes the last day of the month in which
the Mcember attains age 62 plus a further 1/4% per month for each month,
if any, by which the Member’s actual pension commencement date
precedes the last day of the month in which he attains age 60.

Members With 25 or More Years But Less Than 30 Years of Continuous
Service

1/2% per month for each full month, if any, by which the Member’s actual
pension commencement date precedes the last day of the month in which
he attains age 60.

Members With 30 or More Years of Continuous Service

1/4% per month for cach full month, if any, by which the Member’s actual
pension commencement date precedes the last day of the month in which
he attains age 60.

provided that, in no cvent, shall the reduction in thec Member’s pension under
Section [1.A.3.3, be less than the minimum carly retirement reduction permitted
undcr the /ncome Tax Act provided that for a Member in Federal Employment,
scctions (b), (c), and (d) apply only with the consent of the Company.

Il - DB Provisions
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Section II.A.4 - Postponed Retirement

I.A4.1

ILA4.2

Postponed Retirements

If, pursuant to provincial law and the Employer’s policy concemning retirement, a
Member has remained in employment after his normal retirement date, the
Member may retire after ceasing employment on the last day of any month after
his normal retirement date but shall in any event be deemed to retire for the
purposes of the Plan not later than November 30 of the year in which the Member
attains age 71.

Postponed Retirement Pension

For service with an Employer on and after January 1, 1987, the amount of the
annual pension upon actual retirement of a Member who retires afier his normal
retirement date is determined as the greater of (a) and (b) as follows:

(a) his pension determined in accordance with the formula in Section 11L.A.2.2,
and

(b)  his pension for service up to his normal retirement date determined in
accordance with the formula in Section 11.A.2.2 actuarially adjusted to the
date his pension becomes payable;

and in addition, the Member is entitled upon actual retirement to his excess
contributions, if any, calculated and payable in accordance with Scction I1.A.9.1,
including accumulated interest.

1 — DB Provisions
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Section ILLA.5 - Forms and Payment of Pension

I1.A.5.1 Pension Commencement and Duration

The Member's pension commences on the first of any month following
termination of Continuous Service and attainment of age 55, prior to and
including the Member’s normal retirement date or the first of the month following
the Member’s postponed retirement date, as applicable, and is paid in equal
monthly instalments thereafter (subject to increases pursuant to the provisions of
Section IL.A.6) for the Member's lifetime or such longer period as required
according to the normal form of pension payable to the Member pursuant to
Section IL.A.5.2 or if applicable, the optional form of pension payable to the
Member pursuant to Section I1.A.5.3.

II.LA.5.2 Normal Form of Pension

The normal form of pension is as follows depending on whether the Member has
a Spouse:

(a)

(b)

for a Member who has no Spouse at his actual pension commencement
date, monthly instalments continuing for the Member's lifetime, but if the
Member dies before receiving 120 monthly instalments, the Commuted
Value of the balance of such 120 monthly payments is paid to the
Member's beneficiary; or

for a Member who has a Spouse at his actual pension commencement
date, the reduced level of monthly payments which is the Actuarial
Equivalent of the benefit described in Section I1.A.5.2(a), which provides
monthly payments continuing for the greater of the Member's lifetime and
120 months, and continuing thercafter, reduced by 33-1/3%, to his
surviving Spouse-if any, for her lifetime.

If the Member dies before receiving 120 monthly instalments, and is not
survived by his Spouse, the Commuted Value of the balance of such 120
monthly payments is paid to the Member’s beneficiary.

Il - DB Provisions
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Optional Forms of Pension

A Member may clect an optional form of pension, other than that which would be
applicable to the Member pursuant to Section I1.A.5.2, and that is payable at least
for the Member's lifetime, on the conditions that:

(a) the optional form of pension complies with the requirements of the
Income Tax Act and Pension Benefits Act;

(b)  if the Member has a Spouse and is employed in a province where the
Pension Benefits Act stipulates a joint form of pension with the Spouse of
the Member, such Spouse consents in the prescribed written form to an
optional form which provides to the Spouse no benefit or a level of benefit
that is less than 66-2/3% of the benefit payable for the Member's lifetime;
and

{c) the optional form of pension is the Actuarial Equivalent of the normal
form of pension described in Section [1LA.5.2(a).
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Section II.A.6 - Post Retirement Inflation Adjustment

I1.A.6.1

I1.A.6.2

11.A.6.3

Annual Review of CPI

The Company will review changes in the Consumer Price Index once a year, as of
a specified anniversary date, with a view to declaring an inflation adjustment in
accordance with the provisions of this Scction IL.A.6 to pensions in payment
which are subject to such increase.

Application of Inflation Adjustment

An inflation adjustment declared pursuant to this Section II.A.6 commences on
the later of the 1st day of January immediately following the Member's 65th
birthday, or the 1st day of January immediately following the Member's actual
retirement, and the inflation adjustment applies to cach periedic pension payment
which is payable:

(a) after the date such adjustment is declared,

(b)  to any Member who retired from the service of an Employer prior to
January 1, 2001 and who was cligible at the time of retircment to reccive
an immediate pension; and

(c) to any Member whose employment with an Employer terminates after
December 31, 2000 and the Member is cligible to receive an immediate or
deferred pension, and

(d) to the beneficiary of any Member as described in (b) and (c).

Maximum Inflation Adjustment Calculation

Subject to Section [1.A.6.4, the inflation adjustment declared by the Company in
any particular year is the percentage increase calculated as follows:

11 — DB Provisions
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(a)  thcexcess, if any, of the percentage increase in the Consumer Price Index
of the immediately preceding year over the Consumer Price Index of the
second preceding year over 2%.

multiplicd by

(b) 7%

provided, however, that the inflation adjustment cannot exceed the lesser of 12%
and the cstimated average base pay increases provided by the Employers to active
employces in the prior year. This lesser amount is the “maximum percentage

increase”,

Supplementary Inflation Adjustment

If the inflation adjustment according to Section I1.A.6.3 has been restricted for
one or more years to the "maximum percentage increase" the Company may
declare a supplementary inflation adjustment in any subsequent year, if, and to the
extent that the "maximum percentage increase” for that year exceeds the
percentage increase calculated according to the formula in Section I1.A.6.3, with
the further restriction that such supplementary inflation adjustment when added
together with all previous inflation adjustments, including all previous
supplecmentary adjustments, shall not excced the total cumulative allowable
pereentage increases calculated according to the formula in Section 11.A.6.3.

II - DB Provisions
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Section I1.A.7 - Benefits on Termination

ILA.7.1

1LA.7.2

II.A.7.3

I1.A.7.4

Eligibility for Immediate Pension

A Member whose Continuous Service ceases for any reason after he is eligible for
an early retirement pension is entitled to an immediate pension calculated
according to the formula in Section I1.A.3.2, and in addition, the Member has
immediate entitlement to his excess contributions, if any, calculated and payable
in accordance with Section I1.A.9.1, including accumulated interest.

Eligibility for Termination Benefit

A Member whose Continuous Service ceases before he is eligible for an early
retirement pension is entitled to reccive a deferred pension commencing at age 65
in accordance with Section II.A.7.3, or at an earlier date in accordance with
Section I1.A.7.4.

In addition, the Member is entitled to his cxcess contributions, if any, calculated
and payable in accordance with Section ILA.9.1, with accumulated interest.

Termination Benefit

For service with an Employcr on and after January 1, 1987, a Member who is
cligible for a termination benefit in accordance with Section 11.A.7.2 is entitled to
receive deferred pension commencing at age 65, determined in accordance with
Section 11.A.2.2,

Early Commencement of Termination Benefit

In licu of a deferred pension commencing at the Normal Retirement Date as
described in Section 11.A.7.2, the Member may elect to commence receiving this
pension on the first day of any calendar month coincident with or following his
attainment of age 55 and prior to his Normal Retirement Date. The amount of this
pension is calculated in according to Sections 11.A.3.2 and 11.A.3.3, provided that
for the purposes of the determination of carly retirement reduction factor under

IT — DB Provisions
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Section [1.A.3.3, the Member’s Continuous Service is deemed to be the length of
the Member’s completed Continuous Service as if the Member had continued in
active employment until his pension commencement date.

Provision for Spousal Entitlement in Relation to Termination Benefit

The termination bencfit of a Member who is entitled to a deferred or immediate
pension upon termination of employment for a reason other than retirement or
death must provide a spousal pension according to the terms of Section 11.A.5.2
and ILA.5.3 in the event that the Member has a Spouse within the terms of those
Sections at the time that periodic pension payments commence.

Transfer of Deferred Pension Termination Benefit

A Member who is entitled to a deferred pension according to Section II.A.7.2 may
elect to transfer a lump-sum amount equal to the Commuted Value of his deferred
pension to an alternate retirement income funding arrangement in compliance
with and subject to the requirements of the applicable Pension Benefits Act and
the Income Tax Act, if any and the Member has no further claims against the Plan
following such a transfer,

Minimum Transfer Value
In no event shall the sum of:
(a) the amount available for transfer in accordance with Section I1.A.7.6 and

(b) the Member’s entitlement, if any, to excess contributions determined in
accordance with Section 11.A.9.1, with accumulated interest

be less than 150% of the Member’s required contributions made before July 1,
2008, with accumulated interest.

II - DB Provisions
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Section I1.A.8 - Benefits on Death

ILLA8.1

H.A.8.2

I1.A.8.3

Amount of Death Benefit for Active Member

For service with an Employer on and after January 1, 1987 and before July 1,
2008, the death benefit for a Member who is actively employed immediately
before his death is determined as the Commuted Value of the Member’s
entitlement as if he had terminated Continuous Service according to Section II.A.7
(Benefits on Termination). For purposes of greater certainty, it is specified that the
benefit includes the value of the Member's excess contributions, if any, calculated
in accordance with Section IL.A.9.1 with accumulated interest.

Amount of Death Benefit for Former Member Entitled to Deferred Pension at
Death

For service with an Employer on and after January 1, 1987 and before July 1,
2008, the death benefit for a Member who had terminated Continuous Service
before his death with an entitlement to a deferred pension which has not
commenced and which has not been transferred out of the Plan, is determined as
thc Commuted Value at the date of death, of the deferred pension to which the
Member is entitled under Scction ILA.7. In addition, if not previously paid, the
value of the Member's cxcess contributions, if any, calculated in accordance with
Section I1.A.9.1, with accumulated interest.

No Death Benefit After Transfer of Deferred Pension to Alternate Retirement
Income Funding Arrangement

No benefit is paid from the Plan with respect to service before July 1, 2008
following the death of a Member who, before his death, had terminated
Continuous Service and had completed the transfer of his deferred pension
cntitlement to an alternate retirement income funding arrangement according to
Section IL.A.7.6.

I~ DB Provisions
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Death Benefit of Retired Member

The dcath benefit, if any, for a Member who dies after his periodic pension
payments with respect to service before July 1, 2008 have commenced is the
payments remaining, if any, or the Commuted Value thereof, according to the
terms of payment applicable to the Member's benefit as provided in Section IL.A.5
(Forms and Payment of Pension).

Death Benefit Settlement

The death benefit described in Section ILA.8.1 or II.A.8.2 is payable to the
Member's Spouse, designated bencficiary or, if neither, to his cstate, in accordance
with the requircments of the Pension Benefits Act and the Income Tax Act and
Section 1.8

II = DB Provisions
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Section IILA.9 - Excess Contributions and Statutory Restrictions
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ILA9.1

1LLA9.2

Excess Contributions

Following the termination of Continuous Service for any reason, including
retircment or death, of a Member who is entitled to an immediate or deferred
pension with respect to service before July 1, 2008 upon such termination,
retirement or death, the Member’s excess contributions, if any, shall be equal to:

(a) the value of the Member's required contributions made before July 1, 2008
with accumulated interest over

(b) 50% of the Commuted Value of the Member's deferred or immediate
pension with respect to service before July 1, 2008,

Income Tax Act Maximum

Notwithstanding anything to the contrary contemplated by the Plan, the annual
pension payable under the Plan to any Member with respect to service before July
1, 2008 on rctirement, death, termination of employment or termination of the
Plan shall not cxceed the maximum amount permitted to be paid under the
Income Tax Act.

IT — DB Provisions
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Section II.A.10 - Pension Benefits of Members Transferred to JPMorgan

IL.A.10.1

Definitions

The following capitalized terms shall have the following meanings respectively
for purposes of this Section IL.A.10.

(a)

(b)

(c)

(d)

(e)

(B

“Average Industrial Wage” means the average Canadian weekly wages
and salaries, defined as the Industrial Aggregate, as published from time
to time by Statistics Canada under the Statistics Act (Canada) as
measured by CANSIM II Series VI558664;

“Average Wage” for a calendar year, means the Average Industrial
Wage for each month over the 12-month period ending on June 30 of the
immediately preceding calendar year, divided by 12;

“Date of Determination” means the earlier of a Transferred Member’s
cventual retirement, death or termination of employment with the
Purchaser

“Inerease in Average Industrial Wage” for the calendar year, means,
the percentage by which the Average Wage in the calendar year cxceeds
the Average Wage in the immediately preceding calendar year, calculated
to the nearest decimal place, subject to a minimum of 0.00%. If the
increase is to apply for only part of the calendar year, the increase shall

be determined as described but prorated for that part of the calendar year,
as applicable;

“Purchaser” means JP Morgan Chase Bank N.A. {Toronto Branch);
“Transition Date™ means, with respect to each Transferred Member who

is paid on an hourly basis, December 18, 2005, and in respect of cach
Transferred Member who is paid on a salaried basis, January 1, 2006;

Il - DB Provisions
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(g)  “Transferred Member” mcans a former cmployee of the Corporation
whose employment was seconded to the Purchaser pursuant to the terms
of the Secondment Agreement, whose cmployment was transferred to the
Purchaser on a Transition Date and who was accruing benefits under the
Plan on the day immediately prior to such Transferred Member’s
Transition Date; and

(h)  “Secondment Agreement” means the employee secondment agreement
among the Corporation, Scars Canada Bank and the Purchaser dated as of
November 15, 2005.

11.A.10.2 Determination of Benefits of Transferred Members under the Plan

On and after a Transferred Member’s Transition Date, such Transferred Member
ceased to contribute to, and to accumulate service accruals under the Plan. The
benefits accrued by the Transferred Member are retained in the Plan and are
payable on such Transferred Member’s Date of Determination, in accordance
with the terms of the Plan at the Transition Date, subject to the following
conditions:

(a) cach of the lifetime benefit and the bridge benefit under the Plan, if
applicable, shall be determined based on the Transferred Member’s
Pensionable Service Years, Final Average 3-Year Pensionable Eamings,
and Final Average 3-Ycar YMPE and, for Transferred Members with an
entitlement under Appendix B, Pensionable Service, Contributory
Service and Final Average Earnings, as at such Member’s Transition
Date, save and except that such benefits shall be increased to reflect
Increases in Average Industrial Wage for each year (or pro rated portion
thereof) from the Transferred Member’s Transition Date to the
Transferred Member’s Date of Determination; and

11 — DB Provisions
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the Continuous Service of each Transferred Member shall include the
period of employment with the Purchascr from the Member’s Transition
Date to the Member’s Date of Determination except for the purpose of
determining Pensionable Service Years, Final Average 3-Year
Pensionable Earnings, and Final Average 3-Year YMPE and, for
Transferred Members with an entitlement under Appendix B,
Pensionable Service, Contributory Service and Final Average Earnings,
which are governed by (a) above.

I1 - DB Provisions
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Section IILA.11 - Special Settlement for Certain Quebec Members

II.A.11.1 Special Settlement

A Mcmber to whom Section 1.4.1 applies on June 30, 2008, who makes an
clection to contribute 0% as of July I, 2008 as provided in the DC Provisions and
who is employed in Quebec when the 0% election becomes effective as of July

1, 2008 is entitled to but not required to elect:

(a)

(b)

if the Member is under age 55 on July 1, 2008,

M

(i)

to transfer the Member’s entitlement under the DB Provisions
out of the Plan or to the Member’s Account under the DC
Provisions while still an Employee, determined and payable as if
the Member’s Continuous Service ceases on July 1, 2008 subject
to the modification specified in Section 1L.A.11.3; or

to receive a deferred pension under the DB Provisions that will
commence at any time after age 55 is attained and before age 65
15 attained while still an Employee, determined and payable as if
the Member’s Continuous Service ceases immediately before the
date of pension commencement.

if the Member has attained age 55 on July 1, 2008,

(1)

(ii)

to receive an immediate pension under the DB Provisions while
still an Employee determined and payable as if the Member’s
Continuous Service ceases on July 1, 2008; or

to receive a deferred pension under the DB Provisions that will
commence at any time before age 65 is attained while still an
Employce, determined and payable as if the Member’s
Continuous Service ceases immediately before the date of
pension commencement.

IT - DB Provisions
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ILL.A11.2 Consequences of Election

(a)

(b)

(©)

If a Member’s pension under the DB Provisions commences pursuant to
an election made under Section 1L.A.11.1, then for all purposes of the DB
Provisions, including recognition of Earnings, the Member’s Continuous
Service is decmed to have ceased immediately before the date of pension
commencement.

If a Member transfers all of his or her entitlement under the DB
Provisions out of the Plan pursuant to Section 1L A.11.1(a)(i) and the
Member has no Account under the DC Provisions at the time of the
transfer, then Membership ceases but Continuous Service is not affected
or interrupted for purposes of eligibility to join the Plan,

An election under Section I.A.11.1 does not affect or interrupt a
Member’s Continuous Service for purposes of the DC Provisions.

ILA.113 Modified Commuted Value Calculation

The calculation of the Commuted Value of an entitlement under the DB
Provisions for purposes of Section ILLA.11.1(a)(i) shall include an earnings
projection.

[ — General Provisions
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Section I1.B.1 - Definitions

I1.B.1.1.

11.B.1.2

ILB.1.3.

II.B.14

Average Industrial Wage means the Average Weekly Earnings Industrial
Aggregate published by Statistics Canada for the month of July of each calendar
year,

Consumer Price Index means the Consumer Price Index for Canada for All Items
(Not Seasonally Adjusted) provided by Statistics Canada, or such other official
measure of price movement as may be substituted therefor, for the month of July
of cach calendar year.

Final Average 3-Year YMPE is determined as one third of the following amount,
as applicable:

(a) for the Member who terminates on the last working day of a calendar
year, the aggregate of the YMPE for the 3 full calendar years, comprised
by the final 36 months of the Member's Continuous Service; or

(b) for the Member whose final 36 months of Continuous Service encompass
4 calendar years, the aggregate of the YMPE in the 2 full calendar years
plus a pro rated portion of the YMPE for each part year contained in such
period.

Pensionable Earnings during periods of Disability and other lcaves of absence
arc determined as described in Scction 1.7.3 rather than Section [LA.1.1.

Il -- DB Provisions
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Section I1.B.2 - Final Average 3-Year Pensionable Earnings and Pensionable

Service

I1.B.2.1

I1.B.2.2

I1.B.2.3

Part-Year Pensionable Earnings

For any Plan Year during which the Member is not a Full-Time Employee and
works less than 1,950 non-overtime hours, the amount of the Member's
Pensionable Earnings is determined by multiplying the Member's Earnings by a
part-year adjustment factor equal to 1,950 divided by the number of actual
non-overtime hours worked during that Plan Year.

Period of 3 Consecutive Years

For the purposes of Section I1.A.1.2, a Member's 3 consecutive years of highest
Pensionable Earnings shall be comprised of:

(a) any 3 consecutive full calendar years of highest Pensionable Earnings
within the Member's last 10 years of Continuous Service while a Member
of the Plan; or

(b) if the Final Average 3-Year Pensionable Earnings is higher for this period,
the 36 consecutive months that end with the Member's date of retircment,
death or termination of cmployment, and for this purpose, the Member's
Pcnsionable Earnings for the initial part-calendar-year period and the final
part-calendar-ycar period arc determined on a pro-rata basis,

but if the Member's period of Continuous Service while a Member of the Plan is
less than 36 months, his Final Average 3-Year Pensionable Earnings is
determined as 12 times the average of his monthly Pensionable Eamings whilc a
Member of the Plan.

Inflation Adjustment on Pre-1987 Earnings for Post-86 Benefit

In calculating the pension carned by a Member for service on and after
January |, 1987, the Inflation Adjusted Career Average Earnings of an Eligible
Member as defined in Section IILA, 1.4 who was a Member of the Plan before
January |, 1987 is calculated as described in Section ILA.1.3 except that the
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calculation includes in addition both the years of Plan membership commencing
January 1, 1971 and ending December 31, 1986, as well as the "Earnings” as
defined in GRIP in those years commencing January 1, 1971 and ending
December 31, 1986 that are recognized as "Pensionable Service” as defined in

GRIP.

Inflation Adjustment on Pre-1987 Benefit

In calculating the pension earned by an Eligible Member as defined in Section
1LA.1.4 for service before January 1, 1987, the Member's Final Average Earnings
as defined in GRIP, is replaced by the Member's Inflation Adjusted Career
Average Eamings, if greater, which is calculated as provided in Section ILA.1.3,
subject to the modifications described in Section 11.B.2.3 and further modified so
that the formula has the approximate effect of excluding changes in the Consumer
Price Index within the last two calendar years of Continuous Service.

Part-Year Pensionable Service Years

(a) The Pensionable Service Years before July 1, 2008 for a Member who
was not deemed to be a Full-Time Employee throughout a Plan Ycar arc
determined as follows:

(1) if a Member who is a Full-Time Employee at the end of a Plan
Year or as of June 30, 2008 was enroled as a Member during the
Plan Year or half Plan Year ending June 30, 2008, the Mcmber is
credited with the appropriate fraction of a Pensionable Service
Year, based on the number of days in the ycar or half year
following the Member’s enrolment in the Plan;

(i)  ifa Member who is a Full-Time Employee terminates Continuous
Service, the Member is credited with the appropriate fraction of a
Pensionable Service Year, based on the number of days in the ycar
prior to his termination date;

(iii)  if a Member is not a Full-Time Employce at the date of a
determination, the Member’s Pensionable Scrvice Years in cach
Plan Year of the half Plan Ycar ending June 30, 2008 is calculated
as the ratio of the actual non-overtime hours worked in the ycar or

I — DB Provisions
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half ycar while a Member of the Plan, divided by 1, 950 hours or
975 hours, respectively; and

(iv)  notwithstanding Section IL.B.2.5 (iii) above, if a Member is not a
Full-Time Employee at the date of a determination, the Member’s
Pensionable Scrvice Years for any year in which the Member is on
a leave of absence as described in Section I,7.1 is based on the
Member’s Pensionable Service Years for the immediately
preceding Plan Year.

The Pensionable Service Years before July 1, 2008 for a Member who
elected in accordance with Section 5.1 of the Plan as in effect before July
[, 2008 are determined in accordance with paragraph (a) of this Section

IL.B.2.5, but excluding the period the Member ceased to make required
contribution to the Plan.
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Section I1.B.3 - Normal Retirement

D N BN B =

I1.B.3.1

I1.B.3.2

Total Normal Retirement Benefit

The benefits described in Section I1.B.3.1 are in addition to the benefits that a
Member earns according to Section ILA.2.2, Together, the amount of the annual
pension payable at the Member’s normal retirement date shall not be less than the
amount that would have been payable if the Member’s Continuous Service had
ceased on June 30, 2008. The benefits described in Sections 11.B.3.4 or [L.B.3.5,
if cither is applicable, are in lieu of the benefits that a Member earns according to
Sections II.B.3.2 and 11.A.2.2.

Pension For Service Before January 1, 1987

For service with an Employer before January 1, 1987, the amount of the annual
pension at normal retirement date of a Member is determined according to the
applicable normal retirement provisions of GRIP subject to the following specific
modifications:

(@)  Inflation Adjusted Career Average Earnings
For the purpose of calculating pension amounts, the "Final Average
Earnings” as defined in GRIP of an Eligible Member as defined in Section
IL.A.1.4 is replaced by the Member's Inflation Adjusted Carcer Average
Earnings, if greater, as described in Section 11.B.2.4;

(b) Modified "Pensionable Service”
For the purpose of multiplying the percentage of the Member's Final
Average Earnings in the GRIP pension formula, "Pensionable Servicc" as
defined in GRIP is modified to include only those years prior to
January 1, 1987;

(c) Modified Calculation of the Reduction for Benefits from the
Canada/Quebec Pension Plan Act and, if Applicable, Old Age Security
Act.

The calculation of the pension reduction on account of estimated benefits
under the Canada Pension Plan Act or Quebec Pension Plan Act and

Il - DB Provisions
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where applicable, the Old Age Security Act, is modified in the following
respects:

)

(i)

if the Member has a total of not more than 40 years when his
"Pensionable Service"” as otherwise defined in GRIP but prior to
January 1, 1987 is added to his Pensionable Service Years, the
denominator of the fraction is 40, and the numerator is determined
as his years of "Pensionable Service" as otherwise defined in GRIP
but prior to January 1, 1987,

if the Member has a total of more than 40 years when his
"Pensionable Service" as otherwise defined in GRIP but prior to
January 1, 1987 is added to his Pensionable Service Years, the
denominator of the fraction is increased to that total of more than
40, and the numerator is determined as his years of "Pensionable
Service" as otherwise defined in GRIP but prior to

January 1, 1987,

Reduction On Account of the Member's Profit Sharing Annuity. The
pension reduction, if any, on account of the Member's "Profit Sharing
Annuity", as defined in GRIP is applied against the sum of the pension
carned by the Member on account of Continuous Service before
January 1, 1987 plus the pension earned on account of Pensionable
Service Years and Pensionable Service on and after that date.

11.B.3.3 Part-Year Calculation for Final Average Checklist Earnings of Pre-1972
Checklist Employee

For a Pre-1972 Checklist Employee who is not a Full-Time Employce in at least
one Plan Year prior to retircment, "Final Average Checklist Earnings" are

determined as:

(@

one-third of the aggregate of the Member’s Earnings in the 3 full Plan
Years immediately preceding the first year in which he is not considered a
Full-Time Employce; and
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(b)  adjusted by the lesser of the cumulative increase in the Consumer Price
Index and the Average Industrial Wage during the period beginning with
the year preceding the first ycar which he is not considered a Full-Time
Employce and ending in the year prior to pension commencement

"Grandfathered" GRIP Normal Retirement Benefit
For Service Before and After January 1,1987

For service before and afier January 1, 1987 but before July 1, 2008 for a Member
who was cnroled in GRIP before January 1, 1987, the normal retirement benefit is
calculated according to the applicable normal retirement provisions of GRIP,
without the modifications described in Section I11.B.3.2, and the benefit so
calculated, if greater, replaces the total benefit that a Member would earn
according to Sections 11.B.3.2 and 11.A.2.2.

Benefit for Service Before and After January 1, 1987 for "Pre-1972 Checklist
Employee"

The benefit to which a Pre-1972 Checklist Employee is entitled on his normal
retirement date under the Plan shall be cqual to the greater of:

(a) the benefit determined in accordance with either Sections I1.A.2.2 and
11.B.3.2 or Section 11.B.3.4, as applicable, based on all of the Member's
Pensionable Service Years and Pensionable Service; and

(b) the benefit determined in accordance with Scctions 11.C.6.3, 11.D.6.3 and
11.B.3.2, accrued prior to January 1, 1990 based on Continuous Service
prior to that date.

Il - DB Provisions
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Section I1.B.4 - Early Retirement

I1.B.4.1

11.B.4.2

IL.B.4.3

11.B.4.4

Total Early Retirement Benefit

The early retirement benefits described in Sections 11.B.4.3 and 11.B.4.10 as
applicable, are in addition to the benefits the Member earns under Section
I1.A.3.2, provided that the amount is at least equal to the minimum carly
retirement benefit as determined under Section 11.B.4.4.

Total Early Retirement Benefit for “Pre-1972 Checklist Employee”

The early retirement benefit that a Pre-1972 Checklist Employee is entitled to
under DB Provisions shall be equal to the greater of:

(a) the benefit determined in according with Section I1.B.4.1; and

(b) the benefit determined in accordance with Sections I1.C.6.4 or 11.D.6.4
and ILB.3.2, accrued by the Pre-1972 Checklist Employee prior to
January 1, 1990 based on his Continuous Setvice prior to that date.

Pension For Service Before January 1, 1987

For service with an Employer before January 1, 1987, the amount of the annual
pension for a Member who retires before his normal retirement date is
determined as the amount of pension determined according to the applicable
early retirement provisions of GRIP modified in accordance with Section
IL.LB.3.2.

Minimum Early Retirement Benefit

The minimum early retirement benefits arc equal to the carly retirement pension
determined in accordance with the provisions of the Plan as in effect on
December 31, 1998, as follows:

{(a) for service with an Employer before January 1, 1987, the Mcmber’s
benefits are determined as provided under Scction I1.B.4.5
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I1.B.4.5

11.B.4.6

(b) for service with an Employer on and after January 1, 1987 and before
July 1, 2008, the Member's benefits are determined as described under
Sections 11.B.4.6, 11.B.4.9,11.B.4.10

Pension For Service Before January 1. 1987 as in Effect on and Prior to
December 31, 1998

For service with an Employer before January 1, 1987, the amount of the annual
pension for a Member who retires before his normal retirement date is
determined as the amount of pension determined according to the applicable
early retirement provisions of GRIP, modified in accordance with Section
I1.B.3.2., except that the carly retirement reduction factor as described in
Sections [1.C.3.1(c), 11.D.3.1(b) and 1LD.3.2(a) is replaced by the following early
retirement reduction factor:

{(a) the early starting pension amount multiplicd by the following early
retirement reduction factor:

(i) 1% for cach year by which the total of the Member’s years of
attained age at the time of his actual retirement from the service
of an Employer and his years of Pensionable Service is less than
95 years; plus

(i)  an additional 1% for cach ycar by which the total of the
Member’s years of attained age at the time of his actual
retirement from the service of an Employer and his years of
Pensionable Service is less than 85 years.

Pension For Service on and after January 1, 1987 as in effect on and after
December 31, 1998

For service with an Employer on and after January 1, 1987 and before July 1,
2008, the amount of the annual pension for a Member who retires before his
normal retirement datc is determined as the amount of pension determined
according to Sections ILA.3.2 and IL.A.3.3 cxcept that the early retirement
reduction factor as described under 11.A.3.3 is replaced by the following carly
rctircment factor:

Il - DB Provisions
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(a) 1/4% per month for each full month by which the Member’s actual
pension commencement date precedes his normal retirement date; plus

(b)  afurther 1/4% per month for each month, if any, by which the Member’s
actual pension commencement date precedes the month in which he
attains age 60.

In no event shall the reduction in the Member’s pension under this Section
ILB.4.5, be less than the minimum early retirement reduction permitted under
the Income Tax Act.

"Pgints at January 1, 1987"

For the purpese of this Section 11.B.4, 2 Member's "points at January 1, 1987" is
determined as the total of a Member's years of attained age at January 1, 1987
plus his years of "Pensionable Service" as otherwise defined in GRIP, but prior
to January 1, 1987,

Eligibility for Enhanced Early Retirement Reduction

For the purpose of determination of minimum early retirement Benefit, if the
total "points at January 1, 1987" of a Member who retires before his normal
retirement date is more than 55, the early retirement reduction factor under
Section I1.B.4.6 is modified according to Section I1.B.4.9 for such Member if the
modification decreases the carly retirement reduction factor for the Member and
thereby increases the amount of pension payable to thc Member.

Enhanced Early Retirement Reduction Factor Calculation

For the purpose of determination of minimum early retirement Benefit, if the
conditions of Section I1.B.4.8 are satisfied. the early retircment reduction factor
determined according to Section I1.B.4.6 is decreased by an amount determined
as the excess of (a) over (b) multiplied by (c) as follows:

(a) the amount of the carly retirement reduction factor determined according
to Section 11.B.4.6;

minus
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(b) the amount of the carly rctircment reduction factor determined according
to Section 11.B.4.5;

multiplied by

(c) the transitional adjustment factor equal to 5% for cach point by which the
total of the Member's "points at January 1, 1987" cxceeds 55, to a
maximum of 20.

In no event shall the reduction in the Member’s pension under this Section
I1.B.4.9, be less than the minimum early retirement reduction permitted under
the Income Tax Act.

Enhanced GRIP Bridge Benefit

If the total "points at January 1, 1987" of a Member who retires before his
normal retirement date is more than 55, the Member is also entitled to an annual
enhanced GRIP bridge benefit, payable in equal monthly instalments, cqual to
the amount of bridge pension determined according to the applicable provision
of GRIP, modified according to Section [1.B.3.2, multiplied the "adjusted
lifetime service factor” determined as follows:

(a) the Pensionable Service Years of the Member after January 1, 1987
while a Mcmber of the Plan

divided by

(b) the number of years of "Pensionable Service" of the Member under GRIP
before 1987

multipliced by
(c) the transitional adjustment factor equal to 5% for cach point by which the
total of the Member's "points at January 1, 1987" exceeds 55,to a

maximum of 20,

For purposes of greater certainty, this enhancement does not apply in calculating
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the minimum early retirement benefits of a "Pre-1972 Checklist Employce” as
described under Section I1.B.4.2(b).

Québec Provision — Partial Retirement Benefit

A Québec Member who has attained at least age 55 and whose employment with
the Company has been reduced pursuant to a written agreement with his
Employer, shall be entitled, to elect to replace a portion of his pension under the
DB Provisions by an annual lump-sum, as specified in a written agreement with
the Company, equal to the lesser of the following amounts:

(a) 70% of any reduction in the Québec Member’s Earnings experienced as a
result of his reduction of employment;

(b)  40% of the YMPE for the applicable calendar year,

(c) the Commuted Value of the benefit to which the Québec Member would
be entitled to receive under Sections I.A.2 and 11.B.3 determined as if the
Member has terminated employment on the date that the Québec
Member requests such partial retirement payment;

The lifetime pension under the DB Provisions of the Québec Member who has
elected a lump sum partial retirement benefit under this Section I1.B.4.11 will be
reduccd on an Actuarial Equivalent basis to take into account the aggregate of
the lump sum partial retirement benefits paid.

In no event will the lump sum payment provided to the Québec Member under
this Section 11.B.4.11 be less than the Actuarial Equivalent of the reduction in the
Québec Member’s pension, determined as of the date of replacement of the carly
retirement amount described in this Section I11.B.4.11.

Notwithstanding the foregoing provisions of this Section IL.B.4.11, the Québec
Member shall not be entitled to receive a payment under this Section 11LB.4.11 if
the Québec Member is entitled to receive a temporary pension under Section
I.11.5 or a reduced compensation benefit under Section I1.B.5.5.
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Subject to Income Tax Act requirements, lump sum payments made under this
Section I1.B.4.11 may be transferred by the Québec Member to his registered
retirement savings plan,
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Section II.B.5 - Postponed Retirement

I1.B.5.1

I1.B.5.2

Total Postponed Retirement Benefit

The benefits described in Section 11.B.5.2 are in addition to the benefits that a
Member eams according to Section 11.A.4.2. The benefits described in Section
I1.B.5.3 or [LB.5.4, if either is applicable, are in licu of the benefits that a
Member eams according to Sections 11.B.5.2 and I11L.A.4.2.

Pension for Service Before January 1, 1987

For service with an Employer before January 1, 1987, the amount of annual
pension fora Member at postponed retirement is the greater of (a) and (b) as
follows:

(a) his pension determined according to the applicable normal retirement
provisions of GRIP modified in accordance with Section I1.B.3.2(a), (b),
and (d) and further modified such that the reduction for benefits from the
Canada or Quebec Pension Plan Act and, if applicable, the Old Age
Security Act, is caiculated as:

"That portion which his years of Pensionable Service up to a maximum
of 40, are of 40 of the total annual pension, calculated as of his actual
retirement date on the basis of legislation, rcgulations and rules then in
effect which the Member is eligible to receive at age 65 under the
Canada or Qucbec Pension Plan, and if applicable, under the Old Age
Security Act, assuming that he was qualificd to reccive the amount of
that cntitlement without increase for any causc whatsocver and assuming
that he had continued to contribute to the Canada or Quebec Pension
Plan until his actual retirement date at the rate then applicable to his level
of annual earnings at the time of his actual retirement from Continuous
Service; and

(b) hispension determined as his pension for service up to his normal
retirement date determined in the manner described in the preceding
Scction 11.B.5.2(a), actuarially adjusted to the date of his actual retirement.
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"Grandfathered"” GRIP Benefit on Postponed Retirement For Service

Before and After January 1, 1987

For service before and after January 1, 1987 for a Member who was enroled in
GRIP before January 1, 1987, the postponed retirement benefit is calculated as of
the Member's normal retirement date according to the applicable normal
retirement provisions of GRIP without the medifications described in Section
I1.B.3.2, and is calculated as of actual retirement according to Section I1.A.4.2
and the total benefit so calculated, if greater, replaces the benefit that a Member
would earn according to Sections 11.B.5.2 and 1LA.4.2.

Benefit for Service Before and After January 1, 1987 For "Pre-1972
Checklist Employee"

The benefit to which a Pre-1972 Checklist Employee is entitled on his postponed
retirement date under the Plan shall be equal to the greater of:

(a) the benefit determined in accordance with the Sections IL.A.4.2 and
ILB.5.2 or IL.B.5.3, as applicable, based on all of the Member's
Pensionable Service Years and Pensionable Service; and

(b) the benefit determined in accordance with Sections IL.C.6.5, ILD.6.5 and
I1.B.3.2, accrued prior to January 1, 1990 based on Continuous Service
prior to that date.

Reduced Compensation in Quebec

If the camings of a Member employed in Quebec at his normal retirement date
are reduced in the period following his normal retirement date, the Member may
require the payment of his pension under the DB Provisions, in whole or in part,
to the extent necessary to compensate for the reduction in his Eamings during the
period. A Member may not apply under this Section I1.B.5.5 more often than
once within any 12-month period, except with the consent of the Company.

If a Member receives only part of his pension as a result of such an application,
there must be corresponding reduction in the amount of retirement income which
is subject to actuarial adjustment for the period after the commencement of that
particular partial payment.

II — DB Provisions
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For the purposes of this Section I1.B.5.5 "Earnings" shall take into account all
items which may be prescribed in the Pension Benefits Act.

170

I1 - DB Provisions
Section 11B.5 -16-

=3




2 171

Section IL.LB.6 - Forms and Payment of Pensions

I1.B.6.1 Total Pension Benefit

The pension payment rules described in this Section IL.B.6 apply to the total
benefits to which a Member is entitied under the DB Benefit Provisions .

I1.B.6.2 Procedure for Electing Optional Form of Pension

In order to receive an optional form of pension, a Member must make a written
clection in a form prescribed by the Company which form is returned to the
Company before the third calendar month preceding the Member's actual
rctirement date.

I1.B.6.3 Optional Forms

The following optional forms of pension payment are available:

(a)  Joint and Survivor with 10 Year Guarantee
Under this option, pension payments arc payable for the Member's
lifetime. Payments may be made following the Member's death as
follows:

(1) If the Member dies before receiving 120 monthly instalments, and
is survived by his Spouse, monthly instalments will continuc to be
paid in the same amount to his Spouse until a total of 120
payments have been made to the Member and his Spouse. Once
120 monthly payments have been made, payments to the Spouse
will be reduced to cither 50%, 60%, 66-2/3% or 100%, as clected
by the Member, of the amount payable to the Member.

(ii)  If the Member dies after receiving 120 monthly instalments, and is
survived by his Spouse, monthly instalments will continue to be
paid to the Spouse at the reduced rate of either 50%, 60%, 66-
2/3% or 100%, as clected by the Member, of the amount payable
to the Member.

[1 - DB Provisions
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(iii)  If the Member dies before receiving 120 monthly instalments, and
is not survived by his Spouse, the Commuted Value of the balance
of such 120 monthly payments will be paid to the Member's
beneficiary,

(iv)  Ifthe Member dies after receiving 120 monthly instalments, and is
not survived by his Spouse, no further amounts will be payable.

Life - Ceasing at Death

Under this option, pension payments are payable for the Member's
lifetime, but cease with the payment immediately preceding the Member's
death, regardlcss of the number of payments the Member has received.

Life With A Guaranteed Period

Under this option, pension payments are payable for the Member's
lifetime with a guarantee of cither 60, 120 or 180 months, as clected by
the Member, and, in the event of the Member's death prior to the
expiration of the guaranteed period, the Member's Beneficiary will
receive:

() if the Member’s beneficiary is also the Member’s Spouse, the
monthly payments of the remaining guaranteed period; or

(i)  if the Member’s beneficiary is not the Member's Spousc, a lump
sum payment cqual to the Commuted Valuc of the remaining
guarantced payments.

A Member may select another payment option not described in this
Section I1.B.6.3, provided that the Company permits the option and the
option complies with the requircments under the Income Tax Act.

II.B.6.4 Revocation or Change of Option

An election to reccive an optional form of pension may be revoked or changed,
provided that written notification of such revocation or change is reccived by the
Company from the Member prior to his pension commencement date.

Il - DB Provisions
Section 11B.6

-18-

= E= ==

—
8 |

O BN oy S e B




173

@

I1.B.6.5 Normal Form of Enhanced GRIP Bridge Benefit

The normal form of Enhanced GRIP Bridge Benefit described in Section
11.B.4.10 for a Member whose pension is either in payment as at January [, 2001
or which commences to be paid on or after January 1, 2001, is as follows
depending on whether the Member has a Spouse:

(a) for a Member who has no Spouse at his actual pension commencement
date, monthly instalments continue until the end of the month in which he
attains 65 year of age and if the Member dies before age 65 the monthly
instalments cease at the end of the month in which he dies; or

(b) for a Member who has a Spouse at his actual pension commencement
date, the monthly payments continue until the end of the month in which
he attains 65 year of age and if the Member dics before age 65, the
surviving Spouse, if any, is eligible to receive 66-2/3% of the bridge
monthly instalments until the earlier of the end of the month in which the
Member would have attained 65 years of age and the end of the month in
which the Spouse dies. For greater certainty, there is no reduction in the
initial amount for the joint and survivor bridge benefit.

11.B.6.6 Termination of Quebec Spouse’s Entitlement

(a) The Spouse of a Member who was employed in Quebec who 1s the
Member’s joint annuitant ceases to be the joint annuitant upon separation
from bed and board, divorce, annulment of marriage or cessation of
conjugal relationship unless the Member notifies the Company in writing
to pay the benefits to the Spouse notwithstanding the separation from bed
and board, divorce, annulment of marriage or cessation of the conjugal
relationship.

(b)  Where cntitlement of his Spouse to a survivor pension is terminated
pursuant to Section I1.B.6.6(a), the Member may request a
redetermination of his pension. The redetermined pension shall be in the
samec amount and have the same characteristics as the pension that would
be payable to the Member at the date of redetermination had the Mcmber
not had a Spouse on the pension commencement date.

II - DB Provisions
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Unless the Company has received the notice referred to in Section
11.B.6.6(b), the Company shall redetermine the Member’s pension if, after
the pension commencement date, there has been a division of the
Member’s pension pursuant to Scction 1,11,10.

The redetermination of a pension under this Section cannot alone operate
to reduce the amount of the pension paid to the Member.

1l - DB Provisions
Section II1B.6

-20-

EDl & B & =




E3 E—1 [ = = = L=m == == === =

—3

{ ; O 175

Section IL.B.7 - Post-Retirement Inflation Adjustments

I1.B.7.1 Base Amount Determination

The inflation adjustment amount for each cligible Member takes into account
indexing on his pension under the terms of the Plan including the entitlements
arising from the Retirement Security Plan and Profit Sharing Retirement Fund as
incorporated in the Plan through GRIP, and including additional entitlements
arising by virtue of Section IL.B.10.3 in respect of contributions made before 1987
with accumulated interest (with modified dates for Manitoba as specified in that
Section).

I1.B.7.2 Initial Part-Year of Retirement
The inflation adjustment in the initial Plan Year of retirement for a Member who
retires on a date other than December 3 1st (or, if later, the year in which the

Member attains age 65 other than on December 31st) is calculated as the product
of (a) and (b) as follows:

(a) 1/12th of the annual adjustment declared in respect of the initial Plan Year
of retirement (or attainment of age 65)

multiplied by

(b) the number of full calendar months during which the Member was retired
(or had attained age 65) in the initial Plan Year.

I1 - DB Provisions
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Section II.B.8 - Benefits on Termination

I1.B.8.1

I1.B.8.2

II.B.8.3

11.B.8.4

Total Termination Benefit

The termination benefits described in Section I1.B.8.5 are in addition to the
benefits the Member earns under Section IL.A.7.3, commencing at age 65, or at an
earlier date in accordance with Section I1.B.8.2.

Early Commencement of Total Termination Benefit

In lieu of a deferred pension commencing at the Member’s Normal Retirement
Date as described under Section I1.B.8.1, the Member may elect to commence
receiving this pension on the first day of any calendar month coincident with or
following his attainment of age 55 and prior to his Normal Retirement Date. In
such event the amount of the Member’s pension is calculated in according to
Section I1.B.4.1, provided that for the purposes of determining the early
retirement reduction, the Member’s Continuous Service is deemed to be the
length of the Member’s completed Continuous Service as if the Member had
continued in active employment with an Employer until his pension
commencement date, provided that in no event shall the reduction in the
Member’s pension be less than the minimum early retirement reduction permitted
under the Income Tax Act.

Transfer of Total Termination Benefit

Subject to Section I1.B.8.4, a Member may clect to transfer a lump-sum amount
equal to the Commuted Value of his total termination benefit to an alternate
retirement income funding arrangement in compliance with and subject to the
requirements of the applicable Pension Benefits Act and the Income Tax Act, if
any, and the Member has no further claims against the Plan following such a
transfer.

Minimum Total Transfer Value

In no cvent shall the sum of:
(a) the amount available for transfer in accordance with Section I1.B.8.3 and
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(b)  the Member’s entitlement, if any, to excess contributions determined in
accordance with Section I1.A.9.1

be less than 150% of the Member’s total required contributions made before July
1, 2008, with accumulated intcrest.

Termination Benefit for Service Before January 1, 1987
For service with an Employer before January 1, 1987, a Member who is eligible

for the termination benefit under Section I1.A.7.2 is entitled to receive a deferred
pension commencing at age 65, in accordance with the formula for the Member's
normal retirement pension in the applicable normal retirement provisions of GRIP
as modified in this Plan.

The amount of this benefit will not be less than the minimum described in Section
11.B.10.3.

Restrictions on Plan Transfers

The alternate retirement income funding arrangements for the purpose of
receiving the transfer of a Member's termination benefit according to Section
II.A.7.6 are as follows:

(a) another pension plan which has been accepted for registration under the
Income Tax Act, if the administrator of that plan agrees to accept the
transfer;

(b) an insurance company licensed to transact business in Canada, to purchase
an annuity, provided the annuity meets the requirements of the Pension
Benefits Act and the Income Tax Act;

(c) the Member's personal registered retirement savings plan or locked-in
retirement account, provided the recipient agrees to administer the amount
received in accordance with the provisions of the applicable Pension
Benefits Act;

(d)  the Member's life income fund, as prescribed under the applicable Pension
Benefits Act; or

[I — DB Provisions
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such other vehicle as is permissible under the applicable Pension Benefits

Act,

provided that (b) and (d) above are not available to a Member employed in
Alberta who is age 50 or more at the time his or her Continuous Service ceases.

11.B.8.7 Québec Provisions

(A)

(D

(i)

Temporary Pension

A Québec Member whose Continuous Service terminates while employed
in the province of Québec (hereinafter referred to as a “Québec Member™)
and who has attained age 55 but not yet 65 or the Spouse of the Québec
Member who has become entitled to a pension, and who has attained age
55 but not age 65, is entitled, under conditions prescribed by the Québec
Supplemental Pension Plans Act, to replace his pension under the DB
Provisions, in whole or in part, before payment begins, by a temporary
pension, the amount and duration of which are fixed by him and which
meets the following requirements:

(a) the annual amount of pension does not excced 40% of the YMPE
for the year in which payment of the pension begins, that limit
being reduced, where applicable, by the annual amount of any
other temporary benefit to which the Québec Member or the
Spouse is entitled under the Plan,

(b) payment of the temporary pension ceases at the latest with the
payment immediately preceding or coincident with the Québce
Member’s normal retirement date or the date of the Spouse’s
attainment of age 65;

(c) the temporary pension is the Actuarial Equivalent of the pension or
of the part of the pension it replaces, determined on the date of the
replacement.

The Spouse of a Québec Member who clected to replace his pension by a
temporary pension is entitled to a pension, payable from the death of the
Québec Member to the end of the period of replacement, in monthly
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instalments cqual to 60% of the amount of temporary pension the Québec
Member was receiving immediately before his death. The Spouse may
waive the right to such pension, according to the same conditions as those
applicable under Section I1.A.5.3(b).

The normal form of pension provided under Section I1.A.5.2 shall not
apply in respect of any part of the Québec Member’s pension that is
replaced by a temporary pension.

The lifetime pension of the Québec Member or of the Spouse of the
Québec Member who has elected a temporary pension under this Section
1L.B.8.7(A) will be reduced on an Actuarial Equivalent basis to take into
account the aggregate of the temporary pension benefits paid to the
Québec Member.

Replacement of Pension By a Lump Sum

A Québec Member whose Continuous Service terminates and who has
attained age 55 but not age 65, or the Spouse of a Québec Member who
has become cntitled to a pension, and who has attained age 55 but not age
65, is entitled, under conditions prescribed by the Québec Supplemental
Pension Plans Act, to partially replace his pension under the DB
Provisions before payment begins, by a lump sum payment, the amount of
which is fixed by him and which meets the following requirements:

(a)  thc amount does not cxceed 40% of the YMPE for the year in
which the application is made:

(b)  the limit in subparagraph (A) above must be reduced by the total
temporary income that the Québec Member or the Spouse of the
Québcec Member has received or must receive during the year from
any of the following sources:

(1) a supplemental pension plan;

2) a life income fund; or

) an annuity contract which is funded by supplemental
!l - DB Provisions
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pension plan assets;
(c)  the application can only be made once per calendar year

(ii)  The lifetime pension of the Québec Member or of the Spouse of the
Québec Member who has elected a lump sum replacement benefit under
this Section I11.B.8.7(B) will be reduced on an Actuarial Equivalent basis
to take into account the aggregate of the lump sum replacement bencfits
paid to the Québec Member.

(iii)  Subject to Income Tax Act requirements, lump sum payments made under
this Section I1.B.8.7 may be transferred by the Québec Member to his
registered retirement savings plan,

Quebec Additional Benefit

A Member who is employed in Québec and whose Continuous Service ceases
before he has attained age 55 is entitled to an additional benefit the value of
which is equal to the difference between variables A and B, if greater than nil,
where:

A is the sum of the following amounts:

(i) the Commuted Value of the pension accrued to the Member
pursuant to Section II.A.2.2 for scrvice before January 1, 2001;

(i)  the Commuted Value of the pension accrued to the Member
pursuant to Section 11.A.2.2 for service after December 31,
2000 payable at normal retirement date, with “indexation”
between the date the Member’s Continuous Service terminates
and the date he attains age 55; and

(ili)  any excess contributions calculated pursuant to Scction I1.A.9.1
after applying (ii) above.

B is the Commuted Value of the pension accrucd to the Member pursuant
to Section I1.A.2.2 for all periods of service, increased by any excess
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contributions calculated pursuant to Scction I1.A.9.1,

“indexation”
is 50% of the change in the seasonally unadjusted All-Items Consumer
Price Index for Canada published by Statistics Canada between the
month the Member’s Continuous Service ccases and the month the
Member attains age 55, but not less than nil and not greater than 2%.

The additional benefit is payable to the Member in a lump sum cash payment
when his Continuous Service ceases, provided that if the Member clects to
transfer his entitlement under Section I1.A.7.6, the additional benefit will be
available in cash or may be included as part of the transfer.
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Section II.B.9 - Benefits on Death

I1.B.9.1

11.B.9.2

11.B.9.3

I1.B.9.4

Total Death Benefit

In the event of the death of a Member who is actively employed by an Employer
at the date of his death, the death benefit under the DB Provisions is the
Commuted Value of the Member’s total entitlement determined in accordance
with Section II.B.4 or {I.B.8 as if the Member had terminated employment with
an Employer on the date of his death.

Total Death Benefit for Former Member Entitled to Deferred Pension at
Death

The death benefit of a Member who had terminated Continuous Service prior to
his death with an entitlement to a deferred pension under the DB Provisions
which has not commenced and which has not been transferred out of the Plan, is
determined as the Commuted Value of the deferred pension to which the Member
is entitled under Section 11.B.8 as at the Member’s date of death.

No Death Benefit After Transfer of Deferred Pension to Alternate
Retirement Income Funding Arrangement

No benefit is paid under the DB Provisions following the death of a Member who,
before his death, had terminated Continuous Service and had completed the
transfer of his deferred pension entitlement under the DB Provisions to an
alternate retirement income funding arrangement.

Death Benefits Payable to Spouse

The Pension Benefits Acts referred to in Scction 1.8 that give priority to the
Spouse as the Member's beneficiary arc identified as follows, along with the
cffective date of the requirements, the portion of the death benefit affected,
determined under both the Plan and GRIP, and whether the spousal benefits must
be treated as locked-in on payment out of the Plan:
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Province Effective Date Application Locked-In
Alberta January 1, 1987 all service yes
Bntish Columbia Januvary 1, 1993 all service yes
Manitoba January 1, 1985 post-1984 service yes
New Brunswick January 1, 1992 all service no
Newfoundland January 1, 1997 all service yes
Nova Scotia January 1, 1988 post-1987 service no
Ontario January 1, 1950 post-1986 service no
Quebec January 1, 1990 all service no
Saskatchewan January I, 1994 all service no

Form of Payment of Death Benefit to Spouse

A Spouse who is entitled to a death benefit under the DB Provisions may clect
either of the following forms of payment:

(a)  cash lump sum, except as locked-in as specified in Section 11.B.9.4;

(b)  transfer directly to the spouse's registered retirement savings plan or to
such other plan as is acceptable under the Income Tax Act; or

(c)  anannuity payable for the spouse’s lifetime in such amount as may be
provided by (a) above, commencing at any time prior to the end of the
calendar ycar in which the Spouse attains age 69 (or, if the Spousc has
already attained age 69, within one year after the death of the Member)
and ending with the payment of the month in which the Spouse’s death
occurs.

A transfer under Scction I1.B.9.5(b) above will be subject to the requirements
under the Income Tax Act and to the locking-in requirements of the applicable
Pension Benefits Act as described in Section 11.B.9.4 above.

183
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Death Benefits Payable to Beneficiary

Any portion of a death benefit under the DB Provisions which is not required to
be paid to the Member's Spouse under Section I11.B.9.4, will be payabile to the
Member's designated beneficiary or, if none, to the Member's estate in a lump
sum. If the Member is not survived by a Spouse, a death benefit under the Plan
will be paid to the Member's designated beneficiary or, if none, to his estate in a
lump sum.

11 — DB Provisions
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Section IL.B.10 - Excess Contributions and Statutory Restrictions

I1.B.10.1 Excess Contributions for Manitoba and Saskatchewan Members

The calculation of excess contributions described in Section I1.A.9.1 applies to
contributions made and benefits carned and granted under the DB Provisions in
relation to service on and after January 1, 1987 except as specified in the
following list for a Member employed in one of these provinces immediately
before the calculation is performed:

Pravince

Manitoba

Saskatchewan

Section I11.4.9. 1 applies to:

contributions made and benefits earned and granted under the DB Provisions on
and after January I, 1985

contributions made on and afier January 1, 1976 when GRIP was established and
before July 1, 2008 and benefits eamed in respect of all of a Member's years of
Pensionable Service as defined in the relevant provisions of' GRIP.

I1.B.10.2 Method of Paying Excess Contributions

A Member’s excess contributions described in Section IL.A.9.1 and I1.B.10.1
shall be applied as follows:

(a)

excess contributions shall first be applied to offset the Member’s Profit
Sharing Annuity reduction as described in Section IL.B.3.2(d), if any,

provided that:

(i) offsct is bascd on the Actuarial Equivalent of these cxcess
contributions;

(i)}  offset is not greater than the portion of the Member’s Profit
Sharing Annuity which is applicd against the Member’s pension
for service on and after January 1, 1987 and before July 1, 2008;
and

(iii)  Member’s cxcess contributions shall not be re-determined under

Section I1.A.9.1 as a result of this procedure of offsetting the
Profit Sharing Annuity; and
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(b)  afer the application of paragraph (a), if applicable, any excess
contributions remaining shall be paid to the Member in a cash lump sum
or, at the discretion of the Company, may be applied to provide the
Member with an additional amount of pension from the Plan

If a Member clects to transfer the Commuted Value of his deferred pension in
accordance with Sections 11.A.7.6 and I1.B.8.8, the value of the Member's excess
contributions will not be retained within the Plan but will, at the Member's
election, either be paid in the same manner as elected under Section I1.A.7.6
(subject to the transfer restrictions described in Section I1.11.3) or paid to the
Member in a cash lump sum.

Notwithstanding I1.B.10.2(b), a cash refund of the excess contribution is not
available to a Member who is employed in Quebec or in Federal Employment
immediately before termination of employment. The excess contributions must
be used to increase the Member’s pension.

A Member who is employed in New Brunswick has the option of transferring the
excess contributions to a registered retirement savings plan or a registered

retirement income fund to the cxtent permitted under the Income Tax Act.

Minimum Commuted Value of Benefit In Respect of Pre-1987 Service

The Commuicd Value of the termination benefit, dcath benefit or retirement
benefit camed before January 1, 1987, as described in Scction I1.B.8.5 and
11.B.9.2, or the applicable retirement provisions of GRIP modified in accordance
with the applicable provisions of this "[L.B”, must be at least equal to the
Member’s required contributions made before January 1, 1987 together with
accumulated interest, except as specified in the following list for a Member
employed in one of these provinces immediately before the calculation is
performed:

Province Minimum Commuted Value of Termination Benefit Applies to:

Mamitoba service and contributions (with interest) prior to January 1, 1985

Saskatchewan no service because the 50% minimum employer cost applics fully retroactively to
all service
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Excess Contributions Where Minimum Transfer Applies

Where a Member or Beneficiary is receiving a lump-sum transfer under the DB
Provisions and a portion of the transfer amount is payable as a result of Sections
1.11.2 and 1.11.3, the allocation of the total benefit to the Commuted Value and
excess contributions shall be determined as follows:

(a) the Commuted Value shall be set equal to the greater of the Commuted
Value determined without reference to Section I1.B.10.3 and the
Member’s required contributions made before July 1, 2008 accumulated
with interest, and

(b)  the excess contributions shall be the total lump-sum less the Commuted
Value determined above.

Revenue Canada Maximum Detail

For purposes of this Scction I1.B.10.5 the maximum amount of benefit payablc
under the DB Provisions, including any pension payable under GRIP and the
Retirement Security Plan, as prescribed by the Income Tax Act is determined as
follows:

(a) Maximum Pension in Respect of Lifetime Pension
The annual lifetime pension payable to a Member in the form of pension
clected and paid to the Member, including any pension payable to a
Member’s Spouse or former Spouse pursuant to Section I1.A.11.10,
detcrmined at the time of his pension commencement, shall not exceed
the Member’s Pensionable Service Years (and Pensionable Service under
GRIP) (limited to 35 in respect of Pensionable Service Years and
Pensionable Service prior to January 1, 1992), multiplied by the lesser of:

() $1,722.22 or such greater amount permitted under the Income Tax
Act; and

(i) 2% of the average of the Member’s highest average Earnings in
any 3 non over-lapping periods of 12 consecutive months;
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The maximum pension described above, payable to a Member who
rctires from active cmployment with an Employer under Section ILA.3,
shall be reduced by 1/4% for each month, if any, by which the pension
commencement date precedes the earliest of the day on which:

(i)  the Member attains age 60;

(iv)  the Member’s age plus years of Continuous Service (excluding
periods of temporary suspension of employment and unpaid
leaves of absence before July 1, 2008 that have not been approved
by the Company for purposes of Section I1.A.1.5) would have
equalled 80, if the Member continued in employment; and

v) the Member would have completed 30 years of Continuous
Service (excluding periods of temporary suspension of
employment and unpaid leaves of absence before July 1, 2008
that have not been approved by the Company for purposes of
inclusion in Pensionable Service Years), if the Member had
continued in employment,

The limit described in this Section I1.B.10.5(a) shall be applicable to the
amount of a Member’s pension determined after adjustment for an
Actuarial Equivalent form of payment, as specificd in Scctions I1.A.5.3
and I1.B.6.3, subject to the following exccptions:

(vi)  if the Member’s pension is payable in a joint and survivor form,
in no cvent will the pension exceed the Actuarial Equivalent of
the maximum pension described in this Section I1.B.10.5(a)
payable in a joint and 66-2/3% survivor form with a 5 year
guarantee; or

(vii)  if the Member’s pension is payable in a single life form, in no
event will the pension exceed the Actuarial Equivalent of the
maximum pension described in this Section 11.B.10.5(a) payable
in a single life form with a 15-year guarantee.

Post-1991 Service Combined Bridge and Pension Maximum Benefit
The annual amount of benefits that cease to be payable when a Member
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reaches age 65, in combination with the annual pension payable for the
Member’s lifctime, both of which are provided in respect of Pensionable
Service Years after December 31, 1991, and determined at the date the
Member commences his pension under the Plan, shall not exceed (i) plus
(ii) as follows:

(i) $1,722.22, or such greater amount permitted under the Income
Tax Act multiplied by the Pensionable Service Years of the
Member after December 3, 1991; plus

{ii) 1/35th of 25% of the average of the YMPE for the year of
retirement, termination of employment, death or termination of
the Plan, and each of the two immediately preceding years,
multiplied by the Pensionable Service Years of the Member after
December 31, 1991, not exceeding 35 years,

Maximum Bridee Benefit

Effective March 28, 1988, the amount of the benefit from the Plan that
ceases to be payable when a Member reaches age 65 shall not cxceed the
sum of the maximum benefits payable to the Member under the Canada
Pension Plan or Quebec Pension Plan and the maximum Old Age
Security benefit payable to individuals age 65 as at the Member’s pension
commencement date. The proportion of a Member’s bridge benefit
payable in respect of Pensionable Service Years after December 31, 1991
shall be reduced as follows:

(i) by 10% for each year by which the Member’s Pensionable
Service Years are less than 10; and

(i) by 1/4 of 1% for each month by which the Member’s pension
commencement date precedes his attainment of age 60.

Increases to Pensions In Payment

Notwithstanding Sections I1.A.6.3 and I1.A.6.4, the annual lifetime
pension payable to a Member under the DB Provisions in any Plan Year
following the ycar in which the pension commences shall not cxceed:

(i) the maximum pension described in Section 11.B.10.5(a) above,
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increased by

(ii)  the percentage increase in the Consumer Price Index since the
Plan year in which the pension commenced.

Postponed Retirement and Excess Contributions

The restrictions in this Section 11.B.10.5 do not apply to additional
benefits payable as a result of any Actuarial Equivalent increase due to
deferral of pension commencement after age 65 nor do they apply to that
portion, if any, of the pension derived from a Member’s excess
contributions.
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Section I1.C.1 - Definitions

The following words and phrases for the purposes of Section 11.C. have the following meanings,
unless a different meaning is clearly required by the context.

II.C.1.1

II.C.1.2

I.C.1.3

11.C.14

I1.C.1.5

II.C.1.6

Balance in the Profit Sharing Retirement Fund means the total market value of
a Regular Employee's account in the Profit Sharing Retirement Fund, as of the
earliest of his date of retirement, death or other termination, which shall be
calculated by the Company as if the Regular Employee had participated in the
Profit Sharing Retirement Fund from the later of his date of eligibility or January
3, 1946, had continued as a member of the Profit Sharing Retirement Fund until
the earliest of his date of retirement, death or other termination and had made no
withdrawals from his account.

Company means Sears Canada Inc. (formerly Simpsons-Sears Limited) and its
SUCCCSSOTS.

Continuous Service means the service of a Regular Employee with an Employer
as shown by an Employer’s records, calculated from the date that he was last
hired as a Regular Employee, such service including authorized leaves of
absence, periods of disability during which the Regular Employee was in receipt
of payments by rcason of the disability and, at the Company's discretion, scrvice
with any affiliated company.

Contributory Service means that portion of Continuous Service of a Regular
Employce which follows January 1, 1976 and during which he makes
contributions as required by the Plan before January 1, 1987,

Earnings means the total carnings of a Regular Employee from an Employer
consisting of wages, salaries, payments for overtime, bonuses, overwrite,
commissions, vacation pay and iliness allowances.

Final Average Earnings mcans one-fifth of a Regutar Employec's aggregate
Earnings for the five calendar ycears of highest Earings during his last ten years
of Continuous Service, except that if the Regular Employee ceascsto be a
Regular Employec on any date other than the last day of any year, one of the
years used for the calculation of his Final Average Earnings shall, if it is to the
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benefit of the recipient, comprise a one year period made up of the service in the
year during which the Regular Employee ceases to be a Regular Employee and
the complementary fraction of a year of any year in his last ten years of
Continuous Service not already used in the calculation.

G.R.I.P. means the Guaranteed Retirement Income Plan of Sears Canada Inc.
(formerly the Guaranteed Retirement Income Plan of Simpsons-Sears Limited) as
amended from time to time.

Member means a Regular Employee who has met the eligibility requirements
under the Plan,

Pensionable Service means

(a) in connection with each Regular Employee who was a Member of GRIP
before January 1, 1976, the period of Contributory Service of the Regular
Employee and any period of Continuous Service prior to January 1, 1976
to his credit for pension purposes as shown by the Company's records; and

(b)  inconnection with cach Regular Employee who becomes a Member of
GRIP on or after January 1, 1976, the period of Contributory Service of
the Regular Employee and one year of Continuous Service to his credit
prior to the commencement of his period of Contributory Service.

Plan means this Guaranteed Retirement Income Plan of Sears Canada Inc.
(formerly the Guaranteed Retirement Income Plan of Simpsons-Scars Limited), as
amended from time to time, known before January 1, 1976 as the Simpsons-Scars
Limited Supplementary Pension Plan.

Profit Sharing Annuity means

(a) in the case of a Regular Employce who is retiring, the annual amount of
pension which could be provided at actual retirement date if his Balance in
the Profit Sharing Retirement Fund were applied to the purchasc of a life
annuity with a ten year guarantce period,
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(b) inthe case of a Regular Employee whose employment is terminated other
than by retirement or death, the annual amount of annuity which could be
provided if his Balance in the Profit Sharing Retircment Fund were
applicd to the purchase of a deferred life annuity with a ten year guarantce
period commencing at the date of commencement of the deferred pension.

Profit Sharing Retirement Fund means Sears Profit Sharing Retirement Fund as
amended from time to time.

Regular Emplayee mcans a regular full time or a regular part time employee of
an Employer as shown from time to time on the Employer’s records, For
purposes of eligibility and to qualify for benefits under the Plan, the employce
must be performing service in a province other than Saskatchewan, or Manitoba.
Furthermore, "Regular Employee” does not include any regular full-time or any
rcgular part-time employee who is an active participant in any pension or profit
sharing plan maintained by Sears, Rocbuck and Co. or any affiliated company
located in the U.S.A. and which plans are qualified under Section 401(a) of the
U.S. Internal Revenue Code.

Retirement Security Plan Pension means the annual amount of life annuity with
a ten year guarantee period purchascd for a Regular Employce by the Company or
by Simpsons, Limited under the Retirement Security Plan of Simpsons-Sears
Limited and Simpsons, Limited under which benefits were accumulated until
1961, or the annual amount of life annuity which would have been purchased for
a Regular Employee by the Company under the Retirement Sccurity Plan if the
Regular Employee had enrolled in that plan when cligible to do so,

(@) commencing at actual retirement date in the case of a Regular Employce
who is retiring; and

(b)  commencing at age 65 in the casc of a Regular Employce whose
employment is terminatcd other than by retirement or death.

Words importing the singular number only include the plural number and vice versa; and words
importing the masculine gender extend to and include the feminine gender and vice versa, unless
the context requires otherwise.
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Section I1.C.2 - Benefits on Normal Retirement

1.C.2.1

I.C.2.2

Each Member who retires at normal retirement date will be entitled to such annual
amount of pension, payable in cqual monthly instalments, as may be required
when added to his “other pension benefits” (as defined in this Section ILC.2.1) to
provide him with a minimum annual pension equal to 1.75% of his Final Average
Earnings for each year of Pensionable Service,

For the purpose of this Scction a Member's “other pension benefits” shall mean the
aggregate of:

(a) his Retirement Seccurity Plan Pension;
(b)  his Profit Sharing Annuity; and

(c) that proportion which his years of Pensionable Scrvice, up to a maximum
of 40, are of 40 of the total annual pension which the Member would be
cntitled to reccive as of his normal retirement date under the Old Age
Security Act and the Canada or Quebec Pension Plan.

The annual amount of Old Age Security and Canada or Quebec Pension Plan
pension referred to in Section I1.C.2.1 will be determined by the Company on the
basis of information available from its records, assuming the Member is qualified
to receive the full amount of his entitlement without reduction for any causc
whatsoever or for suspension of benefits,
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Section I1.C.3 - Benefits on Early Retirement

11.C3.1 A Member who retires before his normal retirement date will be entitled to
receive an annual amount of pension, payable in equal monthly instalments, cqual
to the excess, if any, of

(a) the product of 1.75% of his Final Average Earnings multiplicd by the total
number of years of his Pensionable Service (such product being
hereinafter called the "early starting pension amount");

over the aggregate of the following amounts:

(b)  the amount of the Member’s early starting pension amount determined in
accordance with Section 11.C.3.1(a) multiplied by the carly retirement
reduction factor described under Section 11.A.3.3.

(c) the sum of (i), (ii) and (iii) as follows:
{1) his Retirement Security Plan Pension;
(i)  his Profit Sharing Annuity; and

(iii)  that proportion which his years of Pensionable Service, up to a
maximum of 40, are of 40 of the total annual pension, calculated as
of his actual retirement date on the basis of legislation, rcguiations
and rules then in effect, which, if the Member were age 65 as of
his actual retirement date, the Member would be eligible to receive
under the Old Age Sccurity Act and the Canada or Quebec Pension
Plan, assuming that he was qualified to receive the full amount of
his catitlement without reduction for any cause whatsoever or for
suspension of benefits and assuming that he had continued to
contribute to the Canada or Quebec Pension Plan until his normal
retirement date at the rate then applicable to his level of annual
carnings at the time of his actual retircment from the Company.

11.C.3.2 In addition to the lifetime pension under Section I1.C 3.1, a Member who rctires

I - DB Provisions
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prior to his normal retirement date will be entitled to receive an annual bridge
pension, payable in equal monthly instalments, cqual to the amount described in
Section IL.C.3.1(c)(iii).
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Section I11.C.4 - Benefits on Termination

I1.C.4.1

A Mcmber whosc Continuous Service is terminated for any reason other than by
death or retirement shall receive a deferred pension payable for the life of the
Member commencing on the Member’s normal retirement date, of such amount as
when added to his “other pension benefits” (as defined in this Section I1.C.4.1)
shall provide him with an amount of pension equal to 1.75% of Final Average
Earnings for each ycar of Pensionable Service to his date of termination.

For the purpose of this Section I1.C.4.1 a Member's “other pension benefits™ shall
mean the aggregate of:

(a) his Retirement Security Plan Pension;
(b)  his Profit Sharing Annuity; and

(c) that proportion which his years of Pensionabie Service, up to a maximum
of 40, are of 40 of the total annual pension, calculated as of his date of
termination on the basis of legislation, regulations and rules then in effect,
which, if the Member were age 65 as of date of termination, the Member
would be cligible to receive under the Old Age Security Act and the
Canada or Qucbec Pension Plan, assuming that he was qualified to receive
the full amount of his entitlement without reduction for any causc
whatsoever or for suspension of benefits and assuming that he had
continued to contribute to the Canada or Quebec Pension Plan until his
normal retirement date at the rate then applicable to his level of annual
carnings at the time of the termination of his Continuous Service.
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In lieu of a deferred pension provided under Section 11.C.4.1 commencing at the
Member’s normal retirement date, the Member may clect to commence to receive
this pension on the first day of any calendar month coincident with or following
his attainment of age 55 and prior to his normal retirement date. The amount of
this pension shall be calculated in according with Section I1.C.3.1, provided that
for the purposes of determining the early retirement reduction, the Member’s
Continuous Service is deemed to be the length of the Member’s completed
Continuous Service as if the Member had continued in active employment with an
Employer until his pension commencement date. In addition, the Member shall

be entitled to receive the bridge pension calculated in according with Section
I1.C.3.2.
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Section II.C.5 - Benefits on Death

II.C.5.1

1N.C.5.2

I1.C.5.3

ILC.54

ILC.5.5

I1.C.5.6

The death benefit for a Member who is actively employed by an Employer
immediately prior to his death shall be the Commuted Value of the Member’s
entitlement, determined as if the Member had terminated his Continuous Service,
or retired from active service, as the case may be, as at the date of his death.

The death benefit for a Member who had terminated Continuous Service before
his death with an entitlement to a deferred pension which has not commenced and
which has not been transferred out of the Plan, is determined as the Commuted
Value at the date of death, of the dcferred pension to which the Member is
entitled under Section 11.C 4.

The death benefit described in Section I1.C.5.1 or I1.C.5.2 is payable to the
Member's Spouse, designated beneficiary or, if neither, to his cstate, in
accordance with the requirements of the Pension Benefits Act and the Income Tax
Act and Section 1.8.1.

No benefit is paid from the Plan following the death of a Member who, before his
death, had terminated Continuous Service and had completed the transfer of his
deferred pension entitlement to an alternate retircment income funding
arrangement,

The normal form of pension will be payable for life with the guarantcc that if the
Member dics before receiving 120 monthly payments, the outstanding payments
will be made to his beneficiary. In the event that the bencficiary dies before
receiving the outstanding monthly payments, the Commuted Value of any
payments due under the Plan on or after the death of the beneficiary shall be
payable in a singlc cash amount to the cstate of the beneficiary. 1f the Member
had clected an optional form of pension, the benefit on death will be calculated
according to the terms of that option.

The normal form of bridge pension for Members whose pension is cither in
payment as at January 1, 1999 or which commences to be paid on or after

January 1, 1999 is as follows:

(a) for a Member who docs not have a Spouse at his pension commencement

I1 — DB Provisions
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date, monthly instalments continue until the carlier of the end of the month
in which the Member attains age 65 and the end of the month in which he
dies; or

for a Member who has a Spouse at his pension commencement date, the
monthly payments continue until the end of the month in which he attains
65 years of age and, in the event that the Member dies prior to age 65, his
surviving Spouse, if any, is entitled to receive monthly survivor bridge
pension equal to 66-2/3% of the Member's monthly bridge pension. Such
monthly survivor bridge shall be payable until the carlier of the end of the
month in which the Member would have attained age 65 and the end of
the month in which the surviving Spouse dies. For greater certainty, there
is no reduction in the initial amount for the survivor bridge pension.
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Section I1.C.6 - Additional Transitional Provisions

I.C.6.1

I1.C.6.2

11.C.6.3

In this Section I1.C.6, the following words have the following meanings:

Pre-1972 Checklist Employee means any Mcmber who held the rank of assistant
manager, manager or higher office with the Company prior to January 1, 1972
and who at the time of his retirement has at least twenty (20) ycars of Continuous
Service.

Final Average Checklist Earnings means one-third (1/3) of a Pre-1972 Checklist
Employee's aggregate Earnings for the last thirty-six (36) months of Continuous
Service which he shall have performed.

Checklist Employee means any Member as shown from time to time on the
Company's records who holds the rank of assistant manager, manager or higher
office with an Employer.

Only if it is to the benefit of a Pre-1972 Checklist Employce or his bencficiaries,
this Section 11.C.6 shall apply in lieu of any other contrary pravision of the Plan
cxcept the provisions relating to the Revenue Canada maximum pension limits set
out in Section I1.A.9.2 of the Sears Registered Retirement Plan to which this C.
GRIP” is annexed.

A Pre-1972 Checklist Employee who retires at normal retirement date will be
entitled, in lieu of his entitlement under Section 11.C.2.1 to such annual amount of
pension as may be required when added to his “other pension benefits™ (as
defined in this Section 11.C.6.3) provide him with a minimum annual pension
cqual to fifty percent (50%) of his Final Average Checklist Earnings.

For purposcs of this Scction, a Pre-1972 Checklist Employee's “other pension
benefits” shall mean the aggregate of:

(a) his Retirement Sccurity Plan Pension;

(b)  his Profit Sharing Annuity; and
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the total annual pension which the Pre-1972 Checklist Employce would be
entitled to receive as of his normal retirement date under the Old Age
Security Act and the Canada or Quebec Pension Plan, it being understood
that the annual amount of Old Age Security and Canada or Quebec
Pcnsion Plan pension will be determined by the Company on the basis of
information available from its records, assuming the Pre-1972 Checklist
Employee is qualified to receive the full amount of his entitlement without
reduction for any cause whatsoever or for suspension of benefits.

11.C.6.4 A Pre-1972 Checklist Employee who retires before his normal retirement date
will be entitled, in lieu of his entitlement under Section I1.C.2.1 to such annual

amount of pension cqual to the excess, if any, of:

(a)

an amount (the "starting Checklist pension amount™) cqual to fifty percent
(50%) of his Final Average Checklist Earnings;

over the aggregate of

(b)

()
(d)

(c)

three percent (3%) of the starting Checklist pension amount for cach ycar
by which the total of his years of attaincd age at the time of his actual
retirement from Continuous Scrvice is less than 65 years;

his Retirement Security Plan Pension;
his Profit Sharing Annuity; and

the total annual pension, calculated as of his actual retirement date on the
basis of legislation, regulations and rules then in cffect which the Pre-1972
Checklist Employce will be cligible to reccive at age 65 under the Old
Age Security Act and the Canada or Quebec Pension Plan, assuming that
he was qualificd to receive the full amount of his entitlement without
reduction for any causc whatsocver or for suspension of benefits and
assuming that he had continued to contribute to the Canada or Quebcc
Pension Plan until his normal retirement date at the rate then applicable to
his level of annual earnings at the time of his actual retirement from
Continuous Scrvice.
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Where a Pre-1972 Checklist Employee continues his employment with an
Employer past his normal retirement date, if it is to the bencfit of a Pre-1972
Checklist Employce, Section 11.C.6.3 shall apply in determining the rate of
accrual of his pension benefit in licu of Section 1L.C.2.1.
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Section I1.D.1 Definitions

The following words and phrases for the purposes of Section 11.D have the following meanings,
unless a different meaning is clearly required by the context.

IL.D.1.1

1L.D.1.2

I1.D.1.3

11.D.1.4

1.D.1.5

Balance in the Profit Sharing Retirement Fund means the total market value of a
Regular Employee's account in the Profit Sharing Retirement Fund, as of the
carliest of his date of retirement, death or other termination, which shall be
calculated by the Company as if the Regular Employee had participated in the
Profit Sharing Retirement Fund from the later of his date of eligibility or January 3,
1946, had continued as a member of the Profit Sharing Retirement Fund until the
ecarliest of his date of retirement, death or other termination and had made no
withdrawals from his account,

Company means Sears Canada Inc. (formerly Simpsons-Sears Limited) and its
SUCCESSOrS,

Continuous Service for Members cmployed in Saskatchewan means the service of
a Regular Employee with an Employer as shown by the Employer’s records,
calculated from the date that he was last hired as a Regular Employee, such scrvice
including authorized lcaves of abscnce, periods of disability during which the
Regular Employec was in receipt of payments by rcason of the disability and, at the
Company's discretion, service with any affiliated company.

Continuous Service for Members cmployed in Manitoba has the meaning sct out in
Scction I1.D.1.3 and also includes temporary suspensions of employment of up to
52 consccutive weeks except where an actual termination of employment has

Contributory Service for Members cmployed in Saskatchewan means that portion
of Continuous Service of a Regular Employee as a Member of the Plan oras a
member of G.R.LP. prior to July 1, 1981 and during which he makes contributions
as required by the Plan, or by G.R.L.P., respectively.
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Contributory Service for Members employed in Manitoba means that portion of
Continuous Service of a Regular Employce as a Member of the Plan or as a member
of G.R.L.P. prior to January 1, 1984 and during which he makes contributions as
required by the Plan, or by G.R.L.P., respectively.

Earnings means the total carnings of a Regular Employee from an Employer
consisting of wages, salarics, payments for overtime, bonuses, overwrite,
commissions, vacation pay and illness allowances.

Final Average Earnings means one-fifth of a Regular Employee's aggregate
Earnings for the five calendar years of highest Earnings during his last ten years of
Continuous Service, except that if the Regular Employee ceases to be a Regular
Employee on any date other than the last day of any year, one of the years used for
the calculation of his Final Average Earnings shall, if it is to the benefit of the
rccipient, comprise a one year period made up of the service in the year during
which the Regular Employec ceases to be a Regular Employce and the
complementary fraction of a ycar of any year in his last ten years of Continuous
Service not alrcady uscd in the calculation.

Final Average Year's Maximum Pensionable Earnings means onc-fifth of the
aggregate of the Year's Maximum Pensionable Eamings for the last five calendar
years of a Regular Employee's Continuous Service.

G.R.IP. mcans the Guaranteed Retirement Income Plan of Sears Canada Inc.
(formerty the Guarantecd Retirement Income Plan of Simpsons-Sears Limited) as
amended from time to time.

Member means a Regular Employee (subject to the provisions of Section I1.D.1.13
in respect of Manitoba employecs) who has met the eligibility requirements under
the Plan.

Pensionable Service mecans

(a) in connection with each Regular Employec who was a Member of GRIP
before July 1, 1981 if employed in Saskatchewan, and before
January 1, 1984 if employed in Manitoba, the period of Contributory
Service of the Regular Employce, any period of Continuous Service prior to
January 1, 1976, and where his Contributory Service commenced after
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January 1, 1976, one year of Continuous Service prior to the
commencement of his Contributory Service, to his credit for pension
purposes as shown by the Company's records; and

(b) in connection with each Regular Employee who becomes a Member of
GRIP on or after January 1, 1976, the period of Contributory Service of the
Regular Employee and one year of Continuous Service to his credit prior to
the commencement of his period of Contributory Service.

Plan means this Guaranteed Retirement Income Plan of Sears Canada Inc. for
Saskatchcwan and Manitoba Employees {formerly the Guaranteed Retirement
Income Plan of Simpsons-Sears Limited for Saskatchewan Employces).

Profit Sharing Annuity means

(a) in the case of a Regular Employee who is retiring, the annual amount of
pension which could be provided at actual retirement date if his Balance in
the Profit Sharing Retirement Fund were applied to the purchase of a life
annuity with a ten year guarantee period;

(b) in the case of a Regular Employee whose employment is terminated other
than by retircment or death, the annual amount of annuity which could be
provided if his Balance in the Profit Sharing Retirement Fund were applied
to the purchasc of a deferred life annuity with a ten year guarantee period
commencing at the date of commencement of the dcferred pension.

Profit Sharing Retirement Fund mcans Sears Profit Sharing Retirement Fund as
amended from time to time.

Regular Employee for provisions in respect of employees employed in
Saskatchewan means a regular full time or a regular part time cmployce of an
Employer as shown from time to time on the Employer’s records. In respect of
cmployees employed in Manitoba, "Regular Employee" is deemed to include any
part-time, temporary or contingent employee excepting an employee who is
cnrolled in a full-time course of study or who is precluded by religious principles
from being a member of a pension plan. For purposes of cligibility and to qualify
for benefits under the Plan, the cmployce must be performing service in
Saskatchewan or in Manitoba. Howcver, "Regular Employee" does not include any
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regular full-time or any regular part-time employee who is an active participant in
any pension or profit sharing plan maintained by Sears, Roebuck and Co. or any
affiliated company located in the U.S.A. and which plans are qualified under
Section 401(a) of the U.S. Internal Revenue Code.

Retirement Security Plan Pension means the annual amount of life annuity with a
ten year guarantee period purchased for a Regular Employee by the Company or by
Simpsons, Limited under the Retirement Security Plan of Simpsons-Sears Limited
and Simpsons, Limited under which benefits were accumulated until 1961, or the
annual amount of life annuity which would have been purchased for a Regular
Employee by the Company under the Retirement Security Plan if the Regular
Employee had enrolled in that plan when eligible to do so,

(a) commencing at actual retirement datc in the case of a Regular Employee
who is retiring; and

(b) commencing at age 65 in the case of a Regular Employce whose
employment is terminated other than by retirement or death.

Words importing the singular number only include the plural number and vice versa; and words

importing the masculine gender extend to and include the feminine gender and vice versa, unless the

context requires otherwise.
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Section 11.D.2 Benefits on Normal Retirement

I.D.2.1

I1.D.2.2

Each Member who retires at normal retirement date will be entitled to such annual
amount of pension as may be required when added to his “other pension benefits”
(as defined in this Section I11.D.2.1) to provide him with a minimum annual pension
equal to the sum of (i) and (ii) as follows:

(a) 1.25% of that portion of his Final Average Earnings which is less than or
equal to the Final Average Year's Maximum Pensionable Earnings; plus

(b) 1.75% of that portion of his Final Average Earnings which exceeds the Final
Average Year's Maximum Pensionable Earnings;

multiplied by the Member's Years of Pensionable Service.

For the purposc of this Section, a Member's “other pension benefits" shall mean the
aggregate of:

(a) is Retirement Security Plan Pension;
(b)  his Profit Sharing Annuity; and

(c) that proportion which his ycars of Pensionable Service, up to a maximum of
40, arc of 40 of the total annual pension which the Member would be
cntitled to receive as of his normal rctirement date under the Canada or
Qucbec Pension Plan.

The annual amount of Canada or Quebec Pension Plan pension referred to in
Section I1.D.2.1 will be determined by the Company on the basis of information
available from its records, assuming the Member is qualified to receive the full
amount of his entitlement without reduction for any cause whatsoever or for
suspension of benefits.
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Section I1.D.3 Benefits on Early Retirement

11.D.3.1

A Member who retires before his normal retirement date will be entitled to receive
an annual amount of pension, payable in equal monthly instalments, equal to the
excess, if any, of
(@) the sum of (i) and (ii):
(1) 1.25% of that portion of his Final Average Earnings which is less
than or equal to the Final Average Year's Maximum Pensionable

Earnings; plus

(i)  1.75% of that portion of his Final Average Earnings which excceds
the Final Average Yecar's Maximum Pcnsionable Eamings;

multiplied by the Member's Years of Pensionable Service (such product being
hereinaficr called the "carly starting pension amount”);

over the aggregate of the following amounts:

(b)  the amount of thc Member’s carly starting pension amount determined in
accordance with Section 11.D.3.1{(a) multiplicd by the carly retirement
reduction factor described under Section 11.A.3.3.

(c) he sum of (i), (ii) and (iii) as follows:

(i) his Retirement Sccurity Plan Pension;

(i) his Profit Sharing Annuity; and
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that proportion which his ycars of Pensionable Service, up to a
maximum of 40, are of 40 of the total annual pension, calculated as
of his actual retirement date on the basis of legislation, regulations
and rules then in cffect, which, if the Member were age 65 as of his
actual retirement date, the Member would be cligible to reccive
under the Canada or Quebee Pension Plan, assuming that he was
qualified to receive the full amount of his entitlement without
reduction for any cause whatsoever or for suspension of benefits and
assuming that he had continued to contribute to the Canada or
Qucbec Pension Plan until his normal retirement date at the rate then
applicable to his level of annual carnings at the time of his actual
retirement from Continuous Service.

ILD.3.2 In addition to the lifetime pension under Scction I11.D.3.1, a Member who retires
prior to his normal retirement date will be entitled to receive an annual bridge
pension, payable in cqual monthly instalments, equal to the sum of (a} and (b):

(a)

(b)

0.5% of that portion of his Final Avcrage Earnings which is less than or
cqual to the Final Average Yecar's Maximum Pensionable Earnings,
multiplicd by the Member's Years of Pensionable Service and, multiplied by
the carly retirement reduction factor described under Scction I1.A.3.3.

the amount described in Scction I1.D.3. 1(c)(iii).
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Section I1.D.4 Benefits on Termination

I1.D.4.1

A Member whose Continuous Service is terminated for any reason other than by
death or rctirement shall reccive a deferred life annuity commencing at age 65, of
such amount as when added to his “other pension benefits” {as defined in Scction
I1.D.4.1) shall provide him with an annual amount of pension equal to the sum of (i)
and (ii) as follows:

(a) 1.25% of that portion of his Final Average Earnings which is less than or
equal to the Final Average Year's Maximum Pensionable Earnings; plus

(b) 1.75% of that portion of his Final Average Earnings which exceeds the Final
Average Year's Maximum Pensionable Earnings;

multiplied by the Member's Years of Pensionable Service.

] (13

For the purpose of this Section I1.D.4.1 a Member's “other pension benefits” shall

mean the aggregate of:
(i) his Retirement Sccurity Plan Pension;
(ii)  his Profit Sharing Annuity; and

(ii)  that portion which his ycars of Pensionabic Service, up to a maximum
of 40, arc of 40 of the total annual pension, calculated as of his date
of termination on the basis of legislation, regulations and rules then in
cffect, which the Member would be entitled to receive at his normal
retirement date under the Canada or Quebec Pension Plan, assuming
that he was qualified to reccive the full amount of his cntitlement
without reduction for any causc whatsocver or for suspension of
benefits and assuming that he had continued to contribute to the
Canada or Qucbec Pension Plan until his normal retirement date at
the rate then applicable to his level of annual earnings at the time of
the termination of his Continuous Service.
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In licu of a deferred pension provided under Section [1.D.4.1 commencing at the
Member’s normal retirement date, the Member may clect to commence to receive
this pension on the first day of any calendar month coincident with or following his
attainment of age 55 and prior to his normal retirement date. The amount of this
pension shall be calculated in according with Section 11.D.3.1, provided that for the
purposes of determining the early retirement reduction, the Member’s Continuous
Service is deemed to be the length of the Member’s completed Continuous Service
as if the Member had continued in active employment with an Employer until his
pension commencement date. In addition, the Member shall be entitled to receive
the bridge pension calculated in according with Section 11.D.3.2.
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Section I1.D.5 Benefits on Death

IL.D.5.1

IL.D.5.2

I1.D.5.3

I1.D.5.4

IL.D.5.5

I1.D.5.6

The death benefit for a Member who is actively employed by an Employer
immediately prior to his death shall be the Commuted Value of the Member’s
entitlement, determined as if the Member had terminated his Continuous Scrvice, or
retired from active service, as the case may be, as at the date of his death.

The death benefit for a Member who had terminated Continuous Service before his
death with an entitlement to a deferred pension which has not commenced and which
has not been transferred out of the Plan, is determined as Commuted Value at the date
of death, of the deferred pension to which the Member is entitled under Section
I.D.4.

The death benefit described in Section 11.D.5.1 or I1.D.5.2 is payable to the Member's
Spouse, designated beneficiary or, if neither, to his estate, in accordance with the
requircments of the Pension Benefits Act and the Income Tax Act and Section 1.8.1.

No benefit is paid following the dcath of a Member who, before his death, had
terminated Continuous Service and had completed the transfer of his deferred pension
entitlement to an alternate retirement income funding arrangement.

The normal form of pension will be payable for life with the guarantee that if the
Member dies before receiving 120 monthly payments, the outstanding payments will
be made to his beneficiary. In the event that the beneficiary dies before receiving the
outstanding monthly payments, the Commuted Value of any payments duc under the
Plan on or after the death of the beneficiary shall be payable in a single cash amount
to the cstate of the beneficiary, If the Member had elected an optional form of
pension, the benefit on death will be calculated according to the terms of that option.

The normal form of bridge pension for Members whose pension is either in payment
as at January 1, 1999 or which commences to be paid on or after January 1, 1999 is as
follows:

(a) for a Member who docs not have a Spouse at his pension commencement
date, monthly instalments continue until the earlier of the end of the month in
which the Member attains age 65 and the end of the month in which he dies;
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for a Member who has a Spouse at his pension commencement date, the
monthly payments continue until the end of the month in which he attains 65
year of age and, in the event that the Member dies prior to age 65, his
surviving Spouse, if any, is entitled to receive monthly survivor bridge
pension equal to 66-2/3% of the Member’s monthly bridge pension. Such
monthly survivor bridge pension shall be payable until the earlier of the end
of the month in which the Member would have attained age 65 and the end of
the month in which the surviving Spouse dics. For greater certainty, there is
no reduction in the initial amount for the survivor bridge pension.
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Section I1.D.6 Additional Transitional Provisions

I1.D.6.1

i1.D.6.2

11.D.6.3

In this Section I1.D.6., the following words have the following meanings:

Pre-1972 Checklist Employee means any Member who held the rank of assistant
manager, manager or higher office with the Company prior to January 1, 1972 and
who at the time of his retircment has at least twenty (20) years of Continuous
Service.

Final Average Checklist Earnings means one-third (1/3) of a Pre-1972 Checklist
Employee's aggregate Earnings for the last thirty-six (36) months of Continuous
Service which he shall have performed.

Checklist Employee means any Member as shown from time to time on the
Company's records who holds the rank of assistant manager, manager or higher
office with an Employer.

Only if it is to the benefit of a Pre-1972 Checklist Employce or his beneficiarics,
this Scction 0 shall apply in lieu of any other contrary provision of the Plan except
the provisions relating to the Revenue Canada maximum pension limits sct out in
Scction I1.A.9.2 of the Sears Registered Retirement Plan to which this "D, GRIP
for Saskatchewan and Manitoba” is annexced.

A Prc-1972 Checklist Employce who retires at normal retirement date will be

entitled, in lieu of his cntitlement under Section I1.D.2.1 to such annual amount of
pension as may be required when added to his “other pension benefits” (as defined
in this Section I1.D.6.3) provide him with a minimum annual pension equal to fifty

percent (50%) of his Final Average Checklist Earnings.

For purposes of this Scction, a Pre-1972 Checklist Employee's “other pension
benefits” shall mean the aggregate of:

(a) his Retirement Sccurity Plan Pension;
(b) his Profit Sharing Annuity; and

(c) the total annual pension which the Pre-1972 Checklist Employce would be

II - DB Provisions
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entitled to receive as of his normal retirement date under the Canada or
Quebec Pension Plan, it being understood that the annual amount of
universal government benefits and Canada or Quebec Pension Plan pension
will be determined by the Company on the basis of information available
from its records, assuming the Pre-1972 Checklist Employee is qualified to
receive the full amount of his entitlement without reduction for any cause
whatsoever or for suspension of benefits.

11.D.6.4 A Pre-1972 Checklist Employee who retires before his normal retirement date will
be entitled, in lieu of his entitlement under Section 11.D.2.1 to such annual amount
of pension cqual to the cxcess, if any, of:

(a)

an amount (the "starting Checklist pension amount™) equal to fifty percent
(50%) of his Final Average Checklist Earnings;

over the aggregate of

(b)

(©)

(d)

(c)

three percent (3%) of the starting Checklist pension amount for each ycar
by which the total of his ycars of attained age at the time of his actual
retirement from Continuous Service is less than 65 years;

his Retirement Security Plan Pension;
his Profit Sharing Annuity; and

the total annual pension, calculated as of his actual retirement date on the
basis of legislation, regulations and rules then in effect which the Pre-1972
Checklist Employee will be eligible to reccive at age 65 as universal
government benefits and under the Canada or Quebec Pension Plan,
assuming that he was qualified to receive the full amount of his entitlement
without reduction for any cause whatsoever or for suspension of benefits
and assuming that he had continued to contribute to the Canada or Quebec
Pension Plan until his normal retirement date at the rate then applicable to
his level of annual earnings at the time of his actual retirement from
Continuous Service.

11 - DB Provisions
Section IID.6

-13-



IL.D.6.5

221

C O

S

Where a Pre-1972 Checklist Employee continucs his employment with an
Employer past his normal retircment date, if it is to the benefit of a Pre-1972
Checklist Employee, Scction I1.D.6.3 shall apply in determining the rate of accrual
of his pension benefit in lieu of Section 11.D.2.1.
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Section IL.E.1 - Establishment of the Plan

ILE.1.1

IL.E.1.2

ILE.1.3

ILE.14

Background

In 1991, Sears purchased certain existing Simpsons and The Bay store locations in
Ontario. As part of that purchase, some ecmployces at those locations were offered
and accepted employment with Sears. The transferred employees were promised
pension benefits at least equivalent to those currently provided to each transferred
employee under the pension plan of his prior employer.

Pension Benefit Promises

The pension benefit promises are delivered by granting the transferred employees
pension and other benefits under Scars’ pension arrangements as if their
cmployment with The Bay or Simpsons had been employment with Sears. The
value of the pension bencfits for cach transferred employee under the Sears pension
arrangements is guarantced to be not less than the value of the benefits accrued by
transferred employees with the prior employer to the employee’s date of transfer.

Assumption of Past Service Liabilities and Acceptance of Asset Transfer

Scars assumes the liability for pension benefits accrued before the employces’ dates
of transfer; assets to provide those benefits are transferred from the pension plans of
the prior employer, as specificd in the Pension Plans Agreement. The transferred
assets in respect of liabilities accrued under the pension plans of the prior employers
arc maintained in a separatc sub-account within the SRRP trust fund.

General Purpose of Section ILE in Relation to SRRP

This Section ILE describes the method of determining eligibility and benefits for
those Members of SRRP who are Transfer (Non-Member) Employces and Transfer
Members, and their bencficiaries.

11 = DB Provisions
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Purpose of Section 11.E in Relation to the Purchase and Sale Transaction

SRRP as amended by this Section II.E constitutes the “Replacement Plan” which is
required to be established by Scars pursvant to the terms of the Pension Plans
Agrcement.
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Section I11.E.2 - Definitions

Any capitalized words and phrases used in Section II.E have the same meaning as specified in
the provisions of SRRP and the other sections of the DB Provisions unless otherwise noted, and
the following additional definitions apply for the purposes of Section IL.E:

ILLE.2.1 Fund Rate of Interest means the ratc of interest which can reasonably be identified
as the rate of intcrest carned by the investments of the. Pension Fund during the
period.

ILE.2.2 HBC Defined Benefit Plan means the provisions of the Hudson’s Bay Company
Pension Plan (As Amended and Restated As At January 1, 1988) (dated January
1992) relcvant to a member’s participation in the defined benefit pension regime
under that plan, without rcgard to any amendments made to such pension plan after
July 8, 1991. For reference purposes, the full text of the HBC Defined Benefit Plan,
as supplied by Hudson’s Bay Company, is included in a set of supplementary
documents which Sears shall maintain for SRRP.

ILE.2.3 HBC Defined Benefit Plan Member means a Transfer Member who was a member
of the HBC Defined Benefit Plan immediately before joining Sears.

E.2.4 HBC Defined Contribution Plan means the provisions of the Hudson’s Bay
Company Pension Plan (As Amended and Restated As At January 1, 1988) (dated
January 1992) relcvant to a member’s participation in the defined contribution
pension regime under that plan, without regard to any amendments made to such
plan after July 8, 1991. For reference purposes, the full text of the HBC Defined
Contribution Plan, as supplied by Hudson’s Bay Company is included in a sct of
supplementary documents which Sears shall maintain for SRRP.

ILE.2.5 HBC Defined Contribution Plan Member mcans a Transfer Member who was a
member of the HBC Defined Contribution Plan immediately before joining Scars.

IIE.2.6 Past Service Account Balance means the account balance of an HBC Defined
Contribution Plan Member, which is determined as:

) the account balance, as at the Transfer Date, of the HBC Defined
Contribution Plan Member derived from Transferred Required

[ - DB Provisions
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Contributions and the related contributions made to that account balance by
the Prior Employer;

(2)  accumulated with interest (compounded annually) from the Transfer Date
until the date of determination with interest at the Fund Rate of Interest.

Past Service Guarantee means the benefit entitlement for service before the
Transfer Date under the pension plan of the Prior Employer, described more
particularly in relation to each such pension plan in Sections I1.LE.9.1, ILE.9.2 and
ILE.9.3 within this Section ILE.

Pension Plans Agreement means the agreement concerning the details of the
pension plan arrangements made the 8th day of July, 1991 between the Hudson’s
Bay Company, Simpsons Limited and Sears Canada Inc. For reference purposes,
the full text of the Pension Plans Agreement is included in a set of supplementary
documents which Scars shall maintain for SRRP.

Prior Employer for each Transfer (Non-Member) Employce and for cach Transfer
Member means Simpsons Limited or the Hudson’s Bay Company, as the case may
be, whichever was the employer of the individual immediately before the Transfer
Date.

Simpsons Plan mcans the Simpsons Limited Employces’ Pension Plan (Amended
and Restated Effective January 1, 1988) (dated January 1992), without regard to
any amendments passed after July 8, 1991, For reference purposes, the full text of
the Simpsons Plan, as supplied by Hudson’s Bay Company, is included in a set of
supplementary documents which Scars shall maintain for SRRP.

Simpsons Plan Member mcans a Transfer Member who was a member of the
Simpsons Plan immediately before joining Sears.

Sears mcans Scars Canada Inc., according to the definition of “Company” provided
in the basic rules of SRRP; this terminology is substituted to avoid confusion with
other companics referenced in this Section 11LE.
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ILE.2.14

ILE.2.15

ILE.2.16

ILE.2.17
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SRRP means the Scars Canada Inc. Registered Retirement Plan, according to the
definition of “Plan” provided in the basic rules of SRRP; this terminology is
substituted to avoid confusion with other pension plans referenced in this Section
ILE. Although the definition of SRRP technically includes its predecessor plans,
express reference is made to the predecessor plans in certain instances for greater
certainty.

Transfer Date means July 31, 1991.
Transfer (Non-Member) Employee means an Employee who:

(1)  joined the Company immediately after ccasing employment with the
Hudson’s Bay Company or Simpsons Limited following Sears’ acquisition
in 1991 of 7 retail locations in Ontario from the Hudson’s Bay Company
and Simpsons Limited; and

(2)  was not a member of the pension plan of his Prior Employer at the Transfer
Date.

Transfer Member mcans an Employce who:

(1)  joined the Company immediatcly after ceasing cmployment with the
Hudson’s Bay Company or Simpsons Limited following Secars’ acquisition
in 1991 of 7 retail locations in Ontario from the Hudson’s Bay Company
and Simpsons Limited; and

(2)  was a member of the pension plan of his Prior Employer at the Transfer
Date.

Transferred Additional Voluntary Contributions means contributions (together
with intercst accumulated up to the Transfer Date) made by the Transfer Member to
the pension plan of the Prior Employer for which the Prior Employer made no
rclated contribution, and does not necessarily include contributions termed
*“additional contributions” under the pension plan of the Prior Employer.
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Transferred Required Contributions means contributions (together with intcrest
accumulated up to the Transfer Datc) made by the Transfer Member to the pension
plan of the Prior Employer for which the Prior Employer made a related
contribution, and may include contributions termed *“additional contributions™
under the pension plan of the Prior Employer.
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Section IL.E.3 — Effective Date
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ILE3.1 Effective Date

The effective date of this Section 1I.E, except where otherwise specified, is the
Transfer Date; which is July 31, 1991.
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Section IL.LE.4 — Raules of Interpretation

ILEA4.1

Relation of this Section II.E to SRRP

The provisions of this Section II.E further amend SRRP in relation to the basic
rules, the amplified rules sct out in Section [I.B; and the extracts from the
Guaranteed Retirement Income Plan set out in Section I1.C.
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Section 11I.LE.5 — Enrolment

ILE.S.1

ILE.S.2

ILE.S.3

Scope of Enrolment Provisions of Section ILLE

The enrolment provisions of this Section II.E apply to both Transfer (Non Member)
Employees and Transfer Members.

Yoluntary Enrolment for a Transfer (Non-Member) Emplovee

Notwithstanding the provisions of SRRP, a Transfer (Non-Member) Employee
may enroll as a Member of SRRP under the service and carnings conditions for
voluntary membership. For this purpose, the SRRP enrolment conditions are
modified to recognize the, Transfer (Non-Member) Employee’s service, carnings or
hours, as the case may be, with the Prior Employer, as follows:

(1) the Continuous Service of the Transfer (Non-Member) Employee is deemed
to include continuous service with the Prior Employer;

(2) the Earnings of the Transfer (Non-Member) Employee are deemed to
include carnings from the Prior Employer; and

(3)  the hours of employment of the Transfer (Non-Mcember) Employcc are
deemed to include hours of employment with the Prior Employer.

Compulsory Enrolment for a Transfer (Non-Member) Employee

Notwithstanding the provisions of SRRP, a Transfer (Non- Member) Employee
shall enroll as a Member of SRRP if the service and carnings conditions for
compulsory membership are satisficd by:

(1) the Continuous Service of the Transfer (Non-Member) Employee with
Sears; and

{2)  the Earnings of the Transfer (Non-Mcmber) Employce from Scars.
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ILES4 Compulsory Enrolment for a Transfer Member

Notwithstanding the provisions of SRRP, a Transfer Mcmber becomes a Member
of SRRP immediately as of the Transfer Date.
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Section I1.E.6 — Member Contributions

ILE.6.1

IL.E.6.2

1L.E.6.3

Member Required Contributions After Transfer Date

Upon becoming a Member of SRRP before July 1, 2008, the Transfer (Non-
Member) Employee or the Transfer Member; as the case may be, begins making
required contributions to SRRP, according to the provisions of SRRP, and thesc
required contributions are deposited to the separate sub-account maintained within
the SRRP trust fund for the purpose of receiving the asset transfer required under
the Pension Plans Agreement.

Interest on Required Contributions Made After the Transfer Date

A Transfer (Non-Member) Employce or a Transfer Member's required
contributions made on and after the Transfer Datc and before July 1, 2008 carn
interest according to the provisions of SRRP.

Interest on Transferred Required Contributions

Notwithstanding Section 11.E.6.2, the Transferred Required Contributions of a
Transfer Member earn interest at the applicable rate of interest specified as follows:

(1) for an HBC Decfined Contribution Plan Member, the applicablc ratc of
interest is the Fund Rate of Interest; and

(2) for an HBC Defined Bencfit Plan Mcmber and for a Simpsons Plan
Mcmber, the applicable rate of interest is the same rate of interest applicd
according to the provisions of Scction 1.5.3 of SRRP;

which ratc of intcrest is applicd commencing at the Transfer Date, in the same
manner as followed for calculating intcrest pursuant to Scction 1.5.35.3 of SRRP.

il - DB Provisions

Section IIE.6



235
. v

Section I1.E.8 — Benefits on Normal, Early and Postponed Retirement

ILE.S.1

ILE.8.2

ILE.8.3

Application of Retirement Benefit Determination Provisions to Transfer

Members

The provisions of this Section 11.E.8 apply in calculating the benefits on normal,
carly and postponed retirement of a Transfer Member. For a Transfer (Non
Member) Employee, the benefits on normal, early and postponed retirement are
determined according to the provisions of SRRP that apply to any Employee who
becomes a Member of SRRP at the date that the Transfer (Non-Member) Employee
becomes a Member and as amended thereafter.

General Description of Retirement Benefit Determination
for a Transfer Member

The benefit entitlements on normal, carly and postponed retirement for a Transfer
Member, as described in more detail in the following provisions, are calculated in
the first instance as if Scars had employed the Transfer Member both before and
after the Transfer Date, and then, if necessary, the bencfit is actuarially increased
with respect to service before the Transfer Date in order to preserve the valuc of
benefits accrued by the Transfer Member before the Transfer Date under the
pension plan of the Prior Employer.

Special Features of SRRP Retirement Benefit Determination

for Transfer Members

The retirement benefit of a Transfer Member in respect of service both before and
after the Transfer Datc is determined according to the applicable provisions of
SRRP (and its predccessor plans), as modificd in accordance with the following
assumptions for the Transfer Member:

(1) Continunous Service under SRRP (and its predecessor plans) is deemed to
include the Transfer Member’s most recent period of continuous service
with the Prior Employer (the “period of included Continuous Service™);
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Earnings under SRRP (and its predecessor plans) for the “period of
included Continuous Service” are deemed to be comprised of the earnings
during that period of continuous service with the Prior Employer, as shown
on the records of the Prior Employecr;

Pensionable Earnings under SRRP (and its predecessor plans) for the
“period of included Continuous Service” are deemed to be comprised of the
pensionable earnings during that period of continuous service with the Prior
Employer, as shown on the records of the Prior Employer;

Pensionable Service Years and “Pensionable Service” under SRRP (and its
predecessor plans) for the “period of included Continuous Service” are
deemed to be comprised of the pensionable service years during that period
of continuous service with the Prior Employer, as shown on the records of
the Prior Employer and as communicated to Scars;

Profit Sharing Annuity under the Guaranteed Retirement Income Plan, the
immediate predecessor to SRRP, 1s determined for a Transfer Member from
the Simpsons Plan (and for a Transfer Member from the HBC Defined
Benefit Plan who had formerly been a member of the Simpsons Plan) in the
same manner as the Profit Sharing Annuity is determined under the
Simpsens Plan; and

Retirement Security Plan Pension under the Guaranteed Retirement
Income Plan, the immediate predecessor to SRRP, is determined for a
Transfer Member from the Simpsons Plan (and for a Transfer Member from
the HBC Defincd Benefit Plan who had formerly been a member of the
Simpsons Plan) in the same manner as the Retircment Security Plan Pension
is determined under the Simpsons Plan; and

Inflation Adjusted Career Average Earnings are calculated for a Transfer
Member only in respect of years of SRRP membership on and after January
1, 1992.
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Comparison of Past Service Guarantee and SRRP Retirement Benefit for Pre-
Transfer Service

The retirement benefit entitlement of a Transfer Member described in Section
II.E.8.3 will be actuarially increascd, as described in Section I1.E.8.5 if, and to the
extent that;

(1) the value of the Past Service Guarantee for the retirement benefit (whether
normal, carly or postponed, as appropriate) under the pension plan of the
Prior Employer

exceeds

(2) the value of the Transfer Member’s retirement benefit (whether normal,
carly or postponed, as appropriate) under SRRP (and its predecessor plans)
for service before the Transfer Date, as such entitlement is determined in
accordance with Section I1.E.8.3.

Provision of Increased Retirement Benefit under SRRP

The Transfcr Member’s retirement benefit entitlement under SRRP for service
before the Transfer Date will be increased, if required pursuant to Section I11LE.8.4,
to be the Actuarial Equivalent of the Past Service Guarantee, and that increased
rctircment benefit entitlement will be provided in the same form of payment (that is,
as to guarantee periods and/or joint annuitants) as the Transfer Member’s retirement
benefit entitlement under SRRP.
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Section I1.E.9 — Past Service Guarantee Details

ILE.9.1 Past Service Guarantee for a Simpsons Plan Member

The Past Service Guarantee for the Simpsons Plan Member is calculated according
1o the relevant provisions of the Simpsons Plan, modified as follows, regardless of
the Transfer Date:

()

()

)

Q)

)

for the purpose of calculating the Simpsons Plan Member’s normal or early
retirement benefit under Section 6.1 or 6.2 respectively of the Simpsons
Plan, “camings” under the Simpsons Plan do not cease at the Transfer Date,
and are dcemed to include Earnings with Sears after the Transfer Date, but
only up to and including Dececmber 31, 1991, and “final average earnings”
under the Simpsons Plan are calculated accordingly;

for the purpose of calculating the Simpsons Plan Member’s normal or carly
retirement benefit under Section 6.1 or 6.2 respectively of the Simpsons
Plan, “pensionable service™ under the Simpsons Plan is deemed to cease at
the Transfer Date;

for the purposes of determining any applicable carly retirement reduction
under Section 6.2 of the Simpsons Plan, the “pensionable service™ of the
Simpsons Plan Member is deemed to include Pensionable Service Years
with Sears up to the Simpsons Plan Member’s date of carly retirement from
Sears;

for the purpose of determining the Simpsons Plan Member’s entitlement to a
vested locked-in or non-locked-in termination bencfit under Section 9.1 of
the Simpsons Plan, the Simpsons Plan Member’s “continuous service” and
*“Plan membership” is deemed to include Continuous Service under SRRP
and Plan membership in SRRP;

for the purpose of determining the Simpsons Plan Member’s entitlement to

(a) the death bencfits, or

II — DB Provisions
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(b) the surviving spouse or surviving dependent child or children’s
allowance

under Section 10.2 of the Simpsons Plan, the Simpsons Plan Member’s “continuous

(6)

service” is deemed to include Continuous Service under SRRP; and

for the purpose of determining the amount of the surviving spouse or
surviving dependent child or children’s allowance under Section 10.2 (b) or
(c) of the Simpsons Plan, the provisions of clauses (1), (2) and (3) of this
subsection shall be applied as appropriate.

The relevant provisions of the Simpsons Plan, as listed below, are set out in full in
Section ILE.16:

2.17 - Final Average Earnings

2,23 - Pensionable Service

6.1 - Normal Retirement Benefit

6.2 - Early Retirement Benefits

6.3(a) - Postponed Retirement Benefit (other than for
Member employed in Quebec)

9.1 - Termination With Ontario Service

10.2 - Pre-Retirement Death Benefit

ILLE.9.2 Past Service Guarantee for HBC Defined Benefit Plan Member

The Past Service Guarantee for the HBC Defined Benefit Plan Member is
calculated according to the relevant provisions of the HBC Defined Benefit Plan,
modificd as follows for an HBC Defined Benefit Plan Member, regardicss of the
Transfer Date:

(D

(2)

for the purpose of calculating the retircment benefit of an HBC Defined
Bencfit Plan Member in respect of future service pension under Scction 5.1
(a) of the HBC Defined Benefit Plan, “continuous service” ceases at the
Transfer Date, and his required contributions also cease at the Transfer
Date;

for the purpose of calculating the retirement benefit of an HBC Defined

Bencfit Plan Member in respect of the supplementary pension under Section
5.2 (a) or (b),

II - DB Provisions
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(a) “employce’s annual earnings™ under the HBC Defined Benefit
Plan do not cease at the Transfer Date, and are deemed to include
Earnings with Sears after the Transfer Date, but only up to and
including December 31, 1991, and “member’s average earnings”
under the HBC Defined Benefit Plan are calculated accordingly;

(b) “continuous service” ceases no later than the Transfer Date, if the
effective 30 ycar maximum for continuous service has not been
achicved earlier;

() “old age benefit” is determined as at December 31, 1991; and

(d) “other pension benefits” in respect of the HBC Defined Benefit
Plan Member’s Profit Sharing Annuity as defined in the Simpsons
Plan and his Retirement Security Plan Pension as defined in the
Simpsons Plan are determined in the same manner as under the
Simpsons Plan, and are determined as at the early, normal or
postponed retirement date of the HBC Defined Benefit Plan
Member;

for the purposes of determining any applicable early retirement reduction
and eligibility thercfor under Section 5.3 (b), the “continuous service” of the
HBC Defined Bencfit Plan Member is deemed to include Continuous
Service with Sears up to the HBC Defined Benefit Plan Member's date of
carly retircment from Scars;

for the purpose of determining thc HBC Defined Benefit Plan Member’s
cntitlement to a vested locked-in or non-locked-in termination benefit under
Section 7.1 of the HBC Defined Benefit Plan, the HBC Defined Bencfit
Plan Member’s *“continuous service” and “Plan membership” are decmed to
include, respectively, Continuous Service under SRRP and Plan
membership in SRRP;

for the purpose of determining the HBC Defined Benefit Plan Member’s
cligibility for the surviving dependent pension under Section 8.1 of the HBC
Defined Benefit Plan, the “Member’s years of continuous service as a
regular full-time employee™ is deemed to include Continuous Service as a
regular full-time Employee under SRRP;
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(6) for the purpose of calculating the amount of the surviving dependent
pension under Section 8.1 of the HBC Defined Benefit Plan, the HBC
Defined Benefit Member is deemed to have retired carly as of his date of
death whilc in the employ of Sears, and the provisions of clauses (1) (2) and
(3) of this subsection shall be applied as appropriate; and

(7 for the purpose of determining the HBC Defined Benefit Plan Member’s
eligibility for the death benefit under Section 8.2 (d) 111, the HBC Defined
Benefit Plan Member’s “Plan membership” is deemed to include his Plan
membership under SRRP,

The relevant provisions of the HBC Defined Benefit Plan, as listed below, are set in
full in Section ILE.17:

Part B:
1.1 - Avcrage Earnings
1.2 - Old Age Benefit
1.3 - Other Pension Benefits
5.1{a) - Pension at Normal Retirement Date ~ Future
Service Pension
5.1(b)(i) - Pension at Normal Retirement Date - Past Service

Pension for Members Who Were Employees of the
Hudson’s Bay Company on July 1, 1961

5.2(a) - Supplementary Pension Bencfit at Normal
Retirement for Regular Full-Time Employees
5.2(b) - Supplementary Pension Benefit at Normal

Retirement for Members Who Were Employccs of
Simpsons Limited

53 - Pension at Early Retirement Date

5.4(a)(b) - Pension at Postponed Retirement Date (Other Than
Quebec)

7.1 (e) - Vesting and Locking In - Termination with
Manitoba, New Brunswick or Ontario Scrvice

8.1 - Surviving Dependent Pension

8.2(d)II - Death Prior to Pension Commencement Date-

Ontario Service
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Past Service Guarantee for HBC Defined Contribution Plan Member

The Past Service Guarantee for the HBC Defined Contribution Plan Member is
calculated as the value of the annuity which can be purchased under SRRP as
dctermined by Scars on the advice of the Actuary, with the Past Service Account
Balance of the HBC Defined Contribution Plan Member.
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Section II.E.10 — Benefits on Termination of Employment

I1I.E.10.1

I1.LE.10.2

1LE.10.3

Application of Termination Benefit Provisions to Transfer Members

The provisions of this Section I1.E.10 apply in determining for a Transfer Member
both:

(1)  the eligibility for termination benefits; and

(2)  the amount of the termination benefit.

For a Transfer (Non-Member) Employee, cligibility for and the amount of the
termination benefit are determined according to the provisions of SRRP that apply
to any Employee who becomes a Member of SRRP at the date that the Transfer

{(Non-Mcmber) Employee becomes a Member and as amended thereafter,

Eligibility for Vested Termination Benefit Based on Combined “Plan
Membership”

For the purposes of determining eligibility for a SRRP termination benefit, the
“Plan membership” of the Transfer Member is decemed to include his period of
membership in the pension plan of his Prior Employer.

Requirement for Locking-In of Vested Termination Benefit Based on
Continuous Service with Sears

In determining whether the termination benefit under SRRP in respect of pre-1987
service for a vested Transfer Member is locked-in, locking-in will occur at the
carlier of the date on which the Transfer Member:

(1)  satisfies the statutory locking-in requirement (that is, attaining age 45 and
complcting 10 years of Continuous Scrvice, based on combined service with

Sears and the Prior Employer); or

(2)  completes two years of Plan membership with Scars,
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General Description of Termination Benefit Determination

The benefit entitlements on termination of employment other than by death or
retirement of a Transfer Member, as described in more detail in the following
provisions, arc calculated in the first instance as if Scars had employed the Transfer
Member both before and after the Transfer Date, and then, if necessary, the benefit
is actuarially increased with respect to service before the Transfer Date in order to
preserve the value of benefits accrued by the Transfer Member before the Transfer
Date under the pension plan of the Prior Employer.

Special Features of SRRP Termination Benefit for Transfer Members

The amount of the termination benefit for a vested Transfer Member in respect of
service both before and after the Transfer Date is determined according to the
applicable provisions of SRRP modified in accordance with the assumptions for the
Transfer Member listed in Section ILE.8.3.

Comparison of Past Service Guarantee and SRRP Termination Benefit for
Pre-Transfer Service

The termination benefit of a Transfer Member described in section 11.E.10.5 will be
actuarially increased, as described in Section 1LE. 10,7 if, and to the extent that:

(1 the value of the Past Service Guarantce for the termination benefit under the
pension plan of the Prior Employer

cxceeds
(2)  the value of the Transfer Member’s termination benefit under SRRP (and its

predecessor plans) for service before the Transfer Date, as such entitlecment
is determined in accordance with Scction I1.E.10.5.
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Provision of Increased Termination Benefit Under SRRP

The Transfer Member’s termination benefit entitlement under SRRP for service
before the Transfer Date will be increased to be the Actuarial Equivalent of the Past
Service Guarantee, and that increased termination benefit entitlement will be
provided in the same form of payment (that is, as to guarantee periods and/or joint
annuitants in the case of a deferred annuity, or as a Commuted Value) as elected by
the Transfer Mcmber for his basic termination benefit entitlements under SRRP
(and its predecessor plans).
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Section I1.LE.11 — Benefits on Death

ILE.11.1

ILE.11.2

ILE.11.3

Application of Death Benefit Provisions to Transfer Members

The provisions of this Section ILE.11 apply in determining for a Transfer Member
both:

()] the eligibility for death bencefits; and

2) the amount of the death benefit.

For a Transfer (Non-Member) Empioyee, eligibility for and the amount of the death
benefit is determined according to the provisions of SRRP that apply to any
Employee who becomes a Member of SRRP at the date that the Transfer (Non-

Member) Employee becomes a Member and as amended thereafter.

Eligibility for Surviving Spouse or Dependent Allowance Benefit Based on
Combined Continuous Service

For the purposes of determining cligibility for a death benefit which for pre-1987
service under SRRP is an optional spousal or dependent’s allowance, the
Conttnuous Service of the Transfer Member is deemed to include his period of
membership in the pension plan of his Prior Employer.

General Description of Death Benefit Determination

The death benefit entitlements of a Transfer Member, as described in more detail in
the following provisions, are calculated in the first instance as if Scars had
employed the Transfer Member both before and after the Transfer Date, and then, if
nccessary, the death bencefit is actuarially increased with respect to service before
the Transfer Date in order to preserve the value of benefits accrued by the Transfer
Member before the Transfer Date under the pension plan of the Prior Employer.
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Special Features of SRRP Death Benefit Determination for Transfer Members

The amount of the death benefit for a vested Transfer Member in respect of service
both before and after the Transfer Date is determined according to the applicable
provisions of SRRP modified in accordance with the assumptions for the Transfer
Member listed in Sectionll.E.8.3.

Comparison of Past Service Guarantee and SRRP Death Benefit for Pre-
Transfer Service

The death benefit of a Transfer Member described in Section I1.E.11.4 will be
actuarially increased, as described in Section ILE.11.6 if, and to the extent that:

(1) the value of the Past Service Guarantee for the death benefit under the
pension plan of the Prior Employer

cxceeds
(2) the value of the Transfer Member’s death benefit under SRRP {(and its
predecessor plans) for service before the Transfer Date, as such entitlement

is determined in accordance with Section 1LLE.11.4.

Provision of Increased Death Benefit Under SRRP

The Transfer Member’s death benefit entitlement under SRRP for service before
the Transfer Date will be incrcased to be the Actuarial Equivalent of the Past
Service Guarantee, and that increased death benefit entitlement will be provided
in the same form of payment (that is, as to the life annuity payable to a surviving
Spouse, or the lump sum payment) as clected by the Transfcr Member for his
basic death benefit entitlements under SRRP (and its predecessor plans).
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Section 11.E.12 — Excess Member Required Contributions and Statutory

Restrictions

L3y /0 O -
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ILE.12.1

ILE.12.2

ILE.12.3

Special Features of SRRP Excess Contributions for Transfer Members

For purposes of performing the test for excess contributions as described in Scction
ILA.9.1 of SRRP, the “value of the Member’s required contributions with intcrest”
is deemed to include the Transferred Required Contributions of the Transfer
Member, with interest credited thereon pursuant to Section 11.E.6.3 from the
Transfer Date to the date of determination, and “the value of the deferred or
immediate pension for the Member” is deemed to include any actuarial increase
provided in connection with the Past Service Guarantee of the Transfer Member.

Special Features of SRRP Minimum Value of Benefit for Pre-1987 Service for

Transfer Members

For purposes of performing the test for the minimum value of the termination
benefit, death benefit or retirement benefit as described in Section 11.B.10.3; the
“value of the Member’s termination benefit, death benefit or retircment benefit” is
deemed to include any actuarial increase (or appropriate portion thercof) provided
in connection with the Past Service Guarantce of the Transfer Member, and “valuc
of the Member’s required contributions with interest” is deemed to include the
Transferred Required Contributions of the Transfer Member, with interest credited
thereon pursuant to Scction ILE.6.3 from the Transfer Date to the date of
determination.

Special Feature of SRRP Revenue Canada Maximum Calculation for Transfer
Members

For purposes of calculating the Revenue Canada maximum under Section ILB.10.5:

(1)  fora Simpsons Plan Mcmber, the calculation includes the value of the
Simpsons Plan Members’s benefit, if any, from the “Retirement Security
Plan” of Simpsons, Limited;
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for any Transfer Member, “the Member’s Pensionable Service Years™
includes pensionable scrvice of the Transfer Member with the Prior
Employer; and

for any Transfer Member, the “highest average Earnings in any 3 non-
overlapping periods of 12 consecutive months” includes remuneration of the
Transfer Member paid by the Prior Employer.
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Section II.E.13 — Trust Fund

ILE.13.1

ILE.13.2

Funding Arrangements - Asset Transfer Arrangements Collectively

In accordance with the terms of the Pension Plans Agreement, the asset transfer is
conditional on regulatory approval. Subject to such approval, assets shall be
transferred to the Pension Fund, the value of such assets being determined in
accordance with the provisions of the Pension Plans Agreement as sufficicnt to
support the liabilities assumed by SRRP in respect of the Transfer Members, which
liabilities are described more fully in the preceding provisions of this Section IL.E.

Predecessor Plans under the Simpsons Plan for Which No Asset Transfer is
Made

For purposes of greater certainty, it is noted that assets are not transferred in respect
of the Profit Sharing Retirement Annuity amounts and the Retirement Security
Pension Plan amounts as identified in the Simpsons Plan,
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Section 11.E.14 — Future of the Plan

ILE.14.1

ILE.14.2

Restrictions on Termination of SRRP Coverage for Transfer (Non-Member)
Employees and Transfer Members

As required under the terms of the Pension Plans Agreement, Sears shall not
adverscly amend or terminate the application of the provisions of this Section IL.E
at any time before January 1, 1994.

Recognition of Compliance Amendments

Notwithstanding the provisions of Section ILE.14.1, Sears shall recognize and give
effect to any amendments relating to this Section IL.E and the pension plans of the
Prior Employers, as may be required to achieve minimum compliance with
legislation as in cffect at July 8, 1991,
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Section IL.E.15 — Supplementary Documents

IL.E.15.1

ILE.15.2

Maintenance and Access to Supplementary Documents

Scars shall maintain a sct of supplementary documents for purposes of this Section
ILE, comprised of the following:

(1)  Agrcement made the 8th day of July, 1991 between the Hudson’s Bay
Company, Simpsons Limited and Sears Canada Inc. (the “Pcnsion Plans
Agreement”);

(2)  Hudson’s Bay Company Pension Plan (Amended and Restated As At
January 1, 1988) dated January 1, 1992; and

3) Simpsons Limited Pension Plan (Amended and Restated Effective January
1, 1988) dated January, 1992.

The plan texts maintained in the set of supplementary documents as the Hudson’s
Bay Company Pension Plan (Amended and Restated As At January 1, 1988) and
the Simpsons Limited Pension Plan {(Amended and Restated Effective January 1,
1988) were provided to Scars on behalf of Hudson’s Bay Company and Simpsons
Limited respectively pursuant to Scction 2 (a) of the Pension Plans Agrecement
which specifics that:

“the copies of the text of the Pension Plans, as provided to Scars, arc true
and correct copics thereof and there have been no amendments or
maodifications thereto except as reflected in the documents provided to
Scars and there have been no written commitments made by HBC or
Simpsons to any of the Transferred Employees to provide pension benefits
otherwise than those reflected in the documents provided to Secars”.
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Section I1.E.16 — Relevant Provisions Extracted from the Simpsons Plan

For purposes of interpreting the Past Service Guarantee in Section I1.E.9.1, the following
Definitions and benefit provisions have been cxtracted from the Simpsons Plan:

“2.17

“2.23

“6.1

Final Average Earnings means one-fifth of an Employee’s Aggregate Earnings for
the five consecutive calendar ycars of highest Earnings during his last ten years of
Continuous Service, except that if the Employee ceases to be an Employee on any
day other than the last day of any year, one of the years used for the calculation of
his Final Avenge Eamings shall, if it is to the benefit of the recipient, comprise a
twelve-month period made up of the number of completed months of service in the
year during which the Employee ceases to be an Employee and the complementary
number of months of the ycar at thc commencement of the five-year period. If the
Employee has less than ten years of Continuous Service, his Final Average
Earnings shall be computed as one-fifth of his five consecutive calendar years of
highest Earnings in his period of Continuous Service. If the Employee has less than
five years of Continuous Service, his Final Average Earnings shall be computed as
the total of his Earnings in his period of Continuous Service divided by his period
of Continuous Service.”

Pensionable Service means the period of Contributory Service of an employee and
any period of Continuous Service prior to January 1, 1976 to his credit for pension
purposes as shown by the Company’s rccords.”

Normal Retirement Benefit
Each Member who retires on his Normal Retirement Date shall receive an annual
benefit determined on his Normal Retirement Date which is the sum of (a) and (b):

(a) For Service To December 31, 1986
1.75% of his Final Average Eamings multiplied by his Pensionable Service
to December 31, 1986, minus (i) and (ii) and (iii):

(i) his Retirement Security Plan Pension,

(i)  his Profit Sharing Annuity,
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(iii)  the annual amount of Old Age Sccurity and Canada or Quebec
Pension Plan pension that the Member would be entitled to receive
as of his Normal Retirement Date multiplicd by the ratio that his
Pensionable Service to December 31, 1986, which is limited to a
maximum of 40 years, bears to 40 ycars.

For Service On And After January 1, 1987

1% of his Final Average Earnings that exceed 25% of the Final Average
YMPE but are less than or equal to the Final Avenge YMPE plus 1.75% of
his Final Average Earnings that exceed the Final Average YMPE, multiplied
by his Pensionable Service on and after January 1, 1987.

The annual amount of Old Age Security and Canada or Quebec Pension Plan
pension referred to in Section 6.1(a)(iii) will be determined on the date of
retirement, death or termination by the Company on the basis of available
information, assuming the Member is qualificd to receive the full amount of his
entitlement without reduction for any cause whatsoever or for suspension of
benefits.”

“6.2 Early Retirement Benefits

Each Mcmber who retires on his Early Retirement Date shall receive an annual
benefit commencing on his Early Retirement Date which is the sum of (a) and (b):

(a)

For Service To December 31, 1986

1.75% of his Final Average Earnings multiplicd by his Pensionable Scrvice
to December 31, 1986, reduced by 1% for each year by which the total of
his years of attained age and years of Pensionable Service is less than 95
years, and an additional 1% for cach year by which the total of his years of
attained age and years of Pensionable Service is less than 85 years, minus (1)
and (ii) and (iii):

(1) his Retircment Security Plan Pension,
(i)  his Profit Sharing Annuity

(iii)  the annual amount of Old Ag Security and Canada or Quebec
Pension Plan pension that the Member would be entitled to receive
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as of his Normal Retirement Date multiplied by the ratio that his
Pensionable Service to December 31, 1986, which is limited to a
maximum of 40 ycars, bears to 40 years.

For Service On And After January 1, 1987

1% of his Final Average Earnings that exceed 25% of the Final Average
YMPE but are less than or equal to the Final Average YMPE plus

1.75% of his Final Average Earnings that cxceed the Final Average YMPE,
multiplied by his Pensionable Service on and after

January 1, 1987, reduced by 1% for each year by which the total of his years
of attained age and ycars of Pensionable Service is less than 95 years, and an
additional 1% for each year by which the Total of his years of attained age
and years of Pensionable Service is less than 85 years.

Bridge Benefit

During the period commencing on the later of his actual retirement date and
the end of the month in which he attains age 60 years of age and ending on
the carlier of the end of the month in which he attains 65 years of age and
the end of the month in which he dies, there shall be a bridge benefit paid
which is an annual amount equal to the sum of (i) and (ii):

(i) For Service To December 31, 1986
The annual amount of Old Age Security and Canada or Qucbec
Pension Plan pension that the Member would be entitled to receive
as of his Normal Retirement Date multiplied by the ratio that his
Pensionable Service to December 31, 1986, which is limited to a
maximum of 40 ycars, bears to 40 ycars; plus

(i)  For Service On And After January 1, 1987
1.75% of his Final Average Earnings that are less than 25% of the
Final Average YMPE plus .75% of his Final Avcrage Earnings that
cxceed 25% of the Final Average YMPE but arc less than or cqual to
the Final Average YMPE, muitiplied by his Pensionable Service on
and after January 1, 1987,
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(d)  The annual amount of Old Age Security and Canada or Quebec Pension
Plan pension referred to in Section 6.2(a)(iii) and Section 6.2(c)(i) will be
determined by the Company on the basis of available information, assuming
the Member is qualified to receive the full amount of his entitlement without
reduction for any cause whatsoever or for suspension of benefits.”

Postpaned Retirement Benefit

(a) A Member, other than a Member employed in Quebec, whose retirement is
postponed pursuant to Scction 5.3 shall continue to contribute to the Plan in
accordance with Section 4.1 after his Normal Retirement Date and at his
Postponed Retirement Date shall reccive a benefit determined under Section
6.1.”

Termination With Ontario Seryice

A Member whose Continuous Service is terminated other than by death, disability
or retirement and who has a period of Plan membership in the province of Ontario,
shall be vested in respect of such period of Plan membership:

(a) in respect of pension benefits accrued prior to January 1, 1987, upon the
complction of at least 5 ycars of Continuous Service; and

(b)  in respect of pension benefits accrued on and after January 1, 1987, while
employed in the province of Ontario upon completion of at lcast 24 months
of Plan membership.

The vested pension benefits of such Member shall be locked-in for the purposes of
the Plan, except that in respect of pension benefits accrued prior to January 1, 1987,
the Mcmber’s vested pension benefit shall be locked-in only upon the Member’s
completion of at lcast 10 years of Continuous Service or plan membership and his
attainment of age 45.”

Pre-Retiremeni Death Benefit

(a) 1f a Member dies while in employ of the Employer prior to his completion
of ten years of Continuous Scrvice or after ten years of Continuous Service
under circumstances where neither Section 10.2(b)
nor Section 10.2(c) applics or if a Member who has terminated
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employment and who is entitled to deferred pension under Section 9 dics
before his pension commences, his Beneficiary will receive a refund of the
Member’s required contributions made to the Plan with Credited Interest.

If a Member dies while in the employ of the Employer after completion of
ten years of Continuous Service under circumstances where the Member
leaves a Spouse surviving him, and such Member has not waived the
application of this Section 10.2(b) by written notice to the Employer in the
form prescribed by the Employer, the Spouse may elect to receive a refund
of the Member’s contributions with Credited Interest or, in lieu thereof, an
annual allowance. The annual allowance shall be payable monthly from the
first day of the month following the Member’s death, and shall be the sum
of (i) and (ii):

(i) 1.75% of the Member’s Final Average Earnings multiplied by the
Member’s Pensionable Service to December 31, 1986, adjusted to a
100% joint and last survivor form of pension on an Actuarial
Equivalent basis, reduced by 1% for each year by which the total of
the Member’s years of attained age and years of Pensionable Service
is less than 95 years, and an additional 1% for each ycar by which
the total of the Member’s years of attained agc and years of

Pensionable Service is less than 85 years, minus (A) and (B) and (C):

(A}  his Profit Sharing Annuity,

(B)  up to and including the month in which the Spouse attains
age 65, the annual Spouse’s pension payable to the Spouse
under the Canada or Quebec Pension Plan, and

(C)  commencing with the month following the Spousc’s
attainment of age 65, the annual Spousc’s pension payable to
the Spouse under the Canada or Quebcc Pension Plan and the
annual amount to which the Spousc is entitled from Old Age
Sccurity; plus

(i1) 1% of the Member’s Final Average Eamings that cxceed 25% of his
Final Avcrage YMPE but are less than or equal to his Final Average
YMPE plus 1.75% of the Member’s Final Average Earnings that
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cxceed his Final Average YMPE, multiplicd by the Member’s
Pensionable Service on and after January 1, 1987.

If a Member dies while in the employ of the Employer after completion of
ten years of Continuous Service under circumstances where the Member
leaves no Spouse surviving him but leaves one or more Dcpendent Children
surviving him, and such Member has not waived the application of this
Section 10.2(c) by written notice to the Employer in the form prescribed by
the Employer, an annual dependent’s allowance shall be paid. The annual
dependent’s allowance shall be payable monthly from the first day of the
month following the Member’s death, shall be divided equally amount the
Dependent Children and shall cease on the first day of the month preceding
the date each such child ceases to qualify as a Dependent Chiid, as defined
pursuant to Section 2.12, and shall be determined as the sum of (i) and (ii):

() 1.75% of the Member’s Final Average Earnings multiplied by
the Member’s Pensionable Service to December 31, 1986,
reduced by 1% for each year by which the total of the Member’s
years of attained age and years of Pensionabie Service is less than 95
years, and an additional 1% for cach year by which the

total of the Member’s years of attained age and ycars of Pensionable
Service is less than 85 years, minus (A) and (B) and (C):

(A) his Profit Sharing Annuity,
(B)  his Retirement Security Plan Pension,

(C)  thc annual amount of Old Age Sccurity and Canada or
Quebec Pension Plan pension that the Member would have
been cntitled to receive at age 65, had he lived, multiplicd by
the ratio that his Pensionablc Service to December 31, 1986,
which is limited to a maximum of 40 ycars, bears to 40 ycars;

plus

(i) 1% of the Member’s Final Average Earnings that exceed 25% of his
Final Average YMPE but are lcss than or cqual to his Final Average
YMPE plus 1.75% of the Member’s Final Average Earnings that

11 - DB Provisions
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exceed his Final Average YMPE, multiplicd by the Member’s
Pensionable Service on and after January 1, 1987,

Notwithstanding Section 10.2(a), (b) and (¢), where a Member dies while in
the employ of the Employer and after his Normal Retirement Date, he shall
be considered to have retired on the first day of the month coincident with or
immediately prior to his death and his Beneficiary or estate will receive a
benefit in respect of service prior to January 1, 1987, calculated in
accordance with Section 6 and payable in the applicable normal or optional
form of pension elected by the Member in accordance with Section 8.

11 - DB Provisions
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Section II.LE.17 — Relevant Provisions Extracted from the HBC Defined

Benefit Plan

For purposes of interpreting the Past Service Guarantee in Section I1.E.9.2, the following
dcfinitions and benefit provisions have been extracted from the HBC Defined Benefit Plan:

6‘1'1

“1.2

“1.3

Average Earnings means the average of the Employce’s Annual Earnings
received from the Company in the 5-year period immediately preceding his
Normal Retirement Date, death or termination of employment, whichever first
occurs. In the event that an Employee has not completed 5 years of Continuous
Service, then the Average Earnings means the average of the Employee’s Annual
Earnings received from the Company over such lesser period of Continuous
Service.”

Old Age Benefit means the monthly amount of government benefits payable
under the Old Age Security Act and the Canada or Quebec Pension Plan, as in
cffect on the Part B Member’s termination or retirement from Continuous Service,
or death.”

Other Pension Benefits mcans the sum of the following:

(a) the Part B Member's Retirement Sccurity Plan Pension as defined in the
Simpsons Plan; plus

(b)  the Part B Mcmber’s Profit Sharing Annuity as defined in the Simpsons
Plan; plus

(c) the proportion of the Part B Member’s Old Age Benefit which will be
payable to him or should be payable to him if he applies for and is
entitled to reccive it, bascd on the-ratio that his years of pensionable
service, as defined in the Simpsons Plan, is to 40, and calculated on the
basis of applicable legislation in effect at his date of transfer and

assuming that the Part B Mcmber had continued to contribute to the
Canada or Quebec Pension Plan until age 65 at the same rate as he was
contributing immediately prior to his transfer of employment.”

[1 — DB Provisions
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“5.1 Pension At Normal Retirement Date

Subject to Articles 5.2, 5.6 (the Maximum Pension provision which has not been

reproduced) and 5.7 (the Maximum Value provision which has not been
reproduced) of Part B, each Part B Member who retires from Continuous Service
on his Normal Retirement Date, shall receive an annual pension, payable in equal
monthly instalments, commencing on his Normal Retirement Date, the annual
amount of which shall be equal to the sum of the following Sections (a) and (b):

(a)

)
=
]

(b)

Future Service Pension

Each Part B Member shall receive a future service pension based on his
years of Continuous Service (completed months to be computed as
twelfths of a year) while a Member, including prior years of Continuous
Service purchased by the Member with his additional contributions made
in accordance with the terms of the Plan as constituted prior to January 1,
1988, if applicable, cqual to the sun of the following:

(i) 40% of the Part B Member’s required contributions made to the
Plan pursuant to Article 3.1 of Part B; plus

(ii) 40% of the Pan B Member’s additional contributions madc to the
Plan prior, to January 1, 1988 in respect of such prior years of
Continuous Service, if any,

Past Service Pension

Each Part B Member other than a Regular Part-Time Employee who
joincd the Plan by January 1, 1988, shall reccive a past service pension
bascd on his years of Continuous Service while not a Member, cqual to
onc of the following sub-Scctions (i), (ii), (iii) or (iv), as is applicable:

(1) Past Service Pension For Members Who Were
Employees Of The Hudson’s Bay Company On July 1, 1961
Each Part B Member who was an Employce of the Hudson's Bay
Company on July 1, 1961, shall receive a past scrvice benefit equal
to 1.125% of his Annual Earnings as at July 1, 1961, multiplied by
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the number of completed years of his Continuous Service prior to
July 1, 1961,

(SubSections (ii), (iii) and (iv) are not applicable and have not been
reproduced).

“5.2 Supplementary Pension Benefit At Normal Retirement Date

Each Part B Member who retires from Continuous Service on his Normal
Retirement Date shall be eligible to receive, in addition to the pension benefits
payable under Article 5.1 of Part B, a supplementary pension benefit determined
in accordance with one of the following Scctions (a), (b), or (c}, as is applicable:

(a) Supplementary Pension Benefit For Regular Full-Time Employees

Each Part B Member who is a Regular Full-Time Employee and who
retires from Continuous Service at his Normal Retirement Date shall
receive a supplementary annual pension benefit equal to the amount by
which:

(i) 204 of the Part B Member’s Average Earnings multiplied by the
number of years of Continuous Service as a Regular Full-Time

Employee (completed months to be computed as twelfths of a
ycar), to a maximum of 60% of the Member’s Avcrage Earnings,
less the Part B Member’s Old Age Benefit; exceeds

(i)  the portion of the Part B Mcmber’s futurc service pension that is
attributable to his required contributions pursuant to Article 5.1{(a)
of Part B and the Part B Member’s past scrvice pension pursuant to
Article 5.1(b) of Part B,

or

I1 - DB Provisions
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Supplementary Pension Benefit Jor Members Who Were Employees of
Simpsons Limited

Each Part B Member who was a full-time regular employee of Simpsons
Limited, whose full-time regular employment was transferred from
Simpsons Limited to the Hudson’s Bay Company after December 31,
1979 and who retires without interruption of his Continuous Service to his
Normal Retirement Date shall reccive a supplementary annual pension
benefit equal to the amount by which:

() 2% of the Part B Member’s Average Earnings multiplied by the
number of ycars of Continuous Service as a Regular Full-Time
Employee of the Hudson’s Bay Company (completed months to be
computed as twelfths of a year), to a maximum of 60% of the
Member’s Average Earnings, less the Part B Member’s Other
Pension Benefits; exceeds

(i} the portion of the Part B Member’s future service pension that is
attributable to his required contributions pursuant to Article 5.1(a)

of Part B.”

(Section (c) is not applicable and has not been reproduced).

*5.3 Pension At Early Retirement Date

(a)

(b)

Subject to Articles 5.3(b), (c) and (d) of Part B, each Pan B Member who
clects to retire early from Continuous Service pursuant to Article 4.1 of
Part B shall receive an annual pension, payable in cqual monthly
instalments, commencing on his early retirement date, the amount of
which shall be equal to the vested portion of the pension benefit and any
supplementary pension benefit accrued to the Member pursuant to Articles
5.1 and 5.2 of Part B to the Member’s early retirement date and then
reduced to its Actuarial Equivalent amount to reflect early commencement
of his pension.

Notwithstanding the foregoing provisions of Article 5.3(a) of Part B, cach
Part B Member who clects to retire carly from Continuous Service
pursuant to Article 4.1 of Part B and who has completed 20 years of
Continuous Service at his carly retirement date shall have his pension

II - DB Provisions
Section IIE.17

-42-




[———— D T T

| A |

=1 e | [ ]

- [ ) E—

el

(c)

(d

264

benefit caiculated in accordance with Article 5.3(a) of Part B but reduced
by 1/4 of 1% for each complete month by which the Member’s early
retirement date precedes his Normal Retirement Date.

In no event shall the eatly retirement pension payable to a Part B Member
under this Article 5.3 of Part B be less than that permitted under applicable
laws.

For the purpose of this Article 5.3 of Part B, the vested portion of the
pension benefit shall be determined in accordance with the provisions of
Article 7 of Part B, assuming that the Member terminates his Continuous
Service on his carly retirement date.”

“5.4 Pension At Postponed Retirement Date

(a)

(b)

Subject to Articles 5.4(b) and (c) of Part B, a Part B Member who
postpones his retirement from Continuous Service after his Normal
Retirement Date pursuant to Article 5.3 of Part A, shall ccase making
contributions to the Plan on his Normal Retirement Date and shall thereby
cease to accrue further bencfits under the Plan. Such a Member shall
receive an annual pension, payable in equal monthly instalments
commencing on his Normal Retirement Date, cqual to the pension accrued
to him pursuant to Articles 5.1. and 5.2 of Part B to his Normal Retirement
Date.

A Part B Member ecmployed in the province of Alberta, Manitoba, Ontario
or Nova Scotia, who postpones his retirement from Continuous Service
after his Normal Retirement Date pursuant to Article 5.3 of Part A and
who does not elcet to commence payment of his pension bencfit, may
clect, subject to Articles 5.6 and 5.7 of Part B, to continue making
contributions and accruing further benefits under the provisions of Part B
of the Plan until the carlicr of:

(i) the first day of the month coincident with or next following his
retircment date;

(ii)  the last day of the month immediately preceding the Part B
Member’s 71st birthday; or

{1 - DB Provisions
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(iify  the datc on which the Part B Member has accrued the maximum
pension payable under the Plan pursuant to Article 5.6 of Part B.

Provided such Member continucs contributing to the Plan after his
Normal Retirement Date, he shall receive an annual pension, payable in
cqual monthly instalments commencing on his postponed retirement
date, equal to the pension accrued to him pursuant to Articles 5.1 and 5.2
of Part B, to his postponed retirement date. If such Member does

not continue contributing to the Plan after his Normal Retirement Date he
shall receive the benefits described in Article 5.4(a) of Part B.”

(Section (c) is not applicable and has nor been reproduced).

1.1 Vesting And Locking-In

()

Termination With Manitoba, New Brunswick or Ontario Service

Where the Continuous Service of a Part B Member is terminated other
than by death, disability or retirement and he has to his credit a period of
Plan membership while employed in the province of Manitoba, New
Brunswick or Ontario, then only in respect of that period of membership,
he shall be vested and locked-in to his pension benefits in accordance with
the following provisions, in licu of the vesting and locking-in provisions
provided under Article 7.1(a) to (d) inclusive, and regardless of where his
Continuous Service terminates:

(Descriptions of the Manitoba and New Brunswick provisions are not
applicable and have not been reproduced).

Termination With Ontario Service

A Part B Member whose Continuous Service is terminated other than by
dcath, disability or retirement and who has a period of Plan membership in
the province of Ontario, shall be vested, in respect of such period of Plan
membership:

(i) in respect of pension benefits accrued prior to January 1, 1987,
upon the completion of at least 10 years of Continuous Service;
and

IT - DB Provisions
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(i) in respect of pension benefits accrued on and after January 1, 1987
while employed in the province of Ontario, upon the completion of
at lcast 24 months of Plan membership.

The vested pension benefits of such Part B Member shall be locked-in for
purposcs of the Plan, except that in respect of pension benefits accrued
prior to January 1, 1987, the Pan B Member’s vested pension benefit shall
be locked-in only upon the Part B Member’s completion of at least 10
years of Continuous Service or Plan membership and his attainment of age
45>

Surviving Dependent Pension

If a Part B Member who is a Regular Full-Tune Employce dics while in
Continuous Service and prior to his actual retirement date, there shall be payable
to such Member’s Surviving Dependent a Surviving Dependent pension
calculated and payable as hereinafter described, provided that:

(a) no person other than the Surviving Dependent has been designated by the
Part B Member as Beneficiary under the Plan; and

(b)  the sum of the Part B Member’s age and years of Continuous Scrvice as a
Regular Full-Time Employce (completed months to be computed as
twelfths of a year) at such Member’s date of death totals at lcast 75.

For the purposc of Article 8 of Part B, a Surviving Dependent means:
(a) the Spouse of the Part B Member, or

(b)  ifthere is no surviving Spouse, one or more children of the Part B
Member who, in the opinion of the- Company, satisfies the definition of

dependent children as prescribed pursuant to the provisions of the Canada
or Qucbec Pension Plan.

In calculating the amount of pension payable to such Mcmber’s Surviving
Dependent pursuant to this Article 8.1 of Part B, the Part B Member shall be
dcemed to have retired carly and to have elected an Actuarial Equivalent form of
his carly retirement pension, as calculated in accordance with Article 5.3(a) or (b)
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of Part B as applicable, under which the Surviving Dependent receives 75% of the
reduced pension the Part B Member would have been entitled to receive had he
retired early on the first day of the month immediately preceding his date of death
and:

(a)  where the Surviving Dependent is the Part B Member’s Spouse, the
pension payable to such Spouse under this Article 8.1 of Part B shall ccase
on the first day of the month immediately preceding the Spouse’s death;
and

(b)  where the Surviving Dependent is one or more children of the Part B
Member, the amount of pension shall:

(1) be computed as if there was a Spouse of the same age as the Part B
Member on his date of death;

(i)  be divided equally among the dependent children; and

(iif)  cease for each dependent child on the first day of the month
immediately preceding the date cach such child ceases to qualify as
a dependent child, as defined pursuant to this Article 8.1 of Part B.

A Part B Member who is a Regular Full-Time Employee who dics while in
Continuous Service and prior to his actual retirement date and who does not meet
the condition under this Article 8.1 of Part B will be subject to the provisions of
Article 8.2 of Part B.”

Death Pilot To Pension Commencement Date
(d) Death With Manitoba, New Brunswick Or Ontario Service

Where a Part B Member who is actively employed by the Company and
has to his credit a period of Plan membership while ecmployed in the
province of Manitoba, New Brunswick or Ontario or a Terminated
Member entitled to a deferred pension in respect of such membership
under Article 7.1(c) of Part B dics and prior to the commencement of his
pension benefit, then only in respect of that period of membership, such
Part B Member’s or Terminated Member’s Spouse, Beneficiary or cstate,
as applicable, shall rcceive, in lieu of the benefits provided under Article
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8.2(a) to (c) of Part B inclusive, and regardless of where the Part B
Member or Terminated Member dies, the following benefit, as applicable:

(Clauses I and II are not applicable and have not been reproduced).
III.  Ontario Service

If the Pan B Member or Terminated Member who has completed at
lcast 24 months of P membership at his date of death, dies prior to
the commencement of his pension benefit his Spouse, or if the Part
B Member or Terminated Member does not have a Spouse or the
Spouse’s entitlement to a death benefit under the Plan was waived
in the manner prescribed under the Act, his Beneficiary or estate
shall receive a pre-retirement death benefit equal to the sum of (i)
and (ii) below:

@] the Part B Member’s or Terminated Member’s required and
any additional contributions made to the Plan to December
31, 1986 with Credited Interest thercon; plus

(i)  100% of the Commuted Value of the pension benefit
accrued to the Part B Member or Terminated Member in
respect of his period of Plan membership while employed
in the province of Ontario on and after January 1, 1987.7
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Section II1.1 - Contributions

111.1.1 Member Contributions

(D

2

3)

4

()

Subject to Section [11.1.3:

(a) each Member who is an Employce a may contribute to the Plan, by
payroll deduction, any whole percentage from 1% to 7% of
Eamnings, as clected by the Member; and

(b)  each Member who is an Employece and has an entitlcment under the
DB Provisions as of June 30, 2008, except those employed in
Manitoba and Nova Scotia, may clect 0% contribution but only as of

July 1, 2008.

An clection is made by filing with the Company a written notice in the
manner prescribed by the Company within the time prescribed by the
Company. A Mcmber who fails to make an clection under (1) above within
the time prescribed is decmed to have elected to contribute 1% of his or her

Earnings.

Contributions made under Scction 111.1.1(1) shall be allocated to the

Member’s Account.

The initial clection of a Member who has an entitlement under the DB
Provisions to contribute under (1) above will be made cffective July 1, 2008.
The initial clection of other Members to contribute under Section (1) above
will be made at the time the Member enrols in the Plan. Thercafter, a
Mecmber may change the percentage of Earnings contributed effective in

January of any subsequent ycear.

An cxception to the annual re-clection of contribution rate set out in {4)
above will apply so that a Member may change his or her contribution ratc
with effect within 31 days after:

(a) change in employment classification as dcfined by the Company;

[1i-- DC Provisions
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(c)
(d)
(e)
(0
()
(h)

(1)

)

(k)

(D

(m)
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marriage;

one year in a common-law relationship;
end of common-law relationship:
divorce or legal separation;

birth or adoption of a child:

change of child custody arrangements;
dcath of a Spouse;

change in base earnings as defined by the Company in excess of
10%;

commencement of an unpaid lcave of absence under Section L.7.1(a)
in which case the Member is also able to cease contributing;

return from an unpaid leave of absence under Section 1.7. I(a)in
which case contributions must resume if they were being made
before the absence and had not becn made during the abscnce;

commencement or return from an approved leave of absence
cxpected to exceed one month in duration, if the leave of absence is

not included in Scction 1.1.7(a);

commencement or termination of a period of Disability.

(6)  Anexception to the annual re-clection of contribution rate set out in (4)
above applics if a Member employed in Alberta elects 0% under (1)(b)
above, in which case every 6 months from July 1, 2008 the Alberta Member
may confirm the 0% or clect to contribute. If the Member clects to
contribute, the January rc-clection schedule again applics to the Member.

[I- DC Provisions
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Notwithstanding the foregoing, in order to comply with Section IIL3.1, 2
Member shall cease to make contributions as of the end of the payroll period
immediately before December 1 of the calendar year in which the Member
attains age 71.

The Company reserves the right to allow, at its sole discretion, other
exceptions to the timing of re-election in circumstances it considers

appropriate.

A Member may transfer funds from another registered pension plan that are
locked-in under the Pension Benefits Act or funds that the Member is
cligibie to transfer under Section IL.A.11.1 to his or her Account.

I11.1.2 Emplover Contributions

(O

()

3)

Subject to Sections I1L.1.3, an Employer will make contributions on behalf
of Members who are its Employees in an amount cqual to the sum of the
amounts determined under Row A and B below:

Member Contributions: Employer Contribution as
Percentage of Member’s
Contribution:

Row A : From 1% to 4% 100%

Row B From 5% to 7% of Earnings 50%

Contributions by an Employcr shall be allocated to the respective Member’s
Account.

An Employer’s contributions will be made directly by the Employer or in
accordance with Section L6.

1NL.1.3 Maximum Contributions

O

The tota! contributions made by and on behalf of a Member in any Plan Year
will not exceed the lesser of:

(a) the money purchase limit, as defined under the Income Tax Act; and

(b) 18% of the Member’s Eamnings.

[11- DC Provisions
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If a contribution is made which would cause the Plan’s registration to be
revocable under the Income Tax Act, then, subject to conditions or approval
procedures under the Pension Benefits Act, such contributions shall be
returned to the contributor.,
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Section I11.2 - Accounts

Ir.2.1

111.2.2

Member Accounts

The Trustee or appointed record keeper shall maintain an individual Account with
respect to cach Member who makes contributions under the DC Provisions.

Investment of Accounts

(1)  Each Member’s Account shall be invested pursuant to the directions
provided by the Member, in the investment options made available under
the terms of the Trust Agreement.

(2)  Aninvestment direction shall be made in writing in the manner prescribed
by the Company.

3) Where a Member fails to make an investment direction the Member’s
Account shall be invested in a manner established by the Company until an
investment direction is obtained from the Member.

(4) Where a Member whose Continuous Service has terminated fails to make an
clection for payment of his or her Account under Section [11.4.1 that
Member’s Account shall be invested in a manner established by the
Company until an election for payment is obtained from the Memboer.

11} DC Provisions
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Section I11.3 - Entitlement to Benefits

111.3.1 Cessation of Continuous Service

(I

(2)

111.3.2 Death

(D

(2)

(3)

If the Continuous Service of a Member who has an Account terminates for
any reason other than death, the Member is entitled to the distribution of his
or her Account. The distribution shall be in accordance with the election
made by the Member under Section IIL.4.1.

Notwithstanding (1) above, a Member’s Continuous Service is deemed to
have ccased as of the end of the payroll period immediately before
December 1 of the calendar year in which the Member attains age 71 and his
or her Account shall be distributed before the cnd of that calendar year. The
distribution shall be in accordance with the clection made by the Member
under Section I11.4.1.

If a Member dies prior to the distribution of the Member’s Account under
any other of the DC Provisions and the Member docs not have a Spouse, the
Mcmbet’s Beneficiary shall reccive the Account in the form of a Lump Sum
Payment as soon as practicable of the Member’s death.

If a Member dies prior to the distribution of the Member’s Account under
any other of the DC Provisions and the Member has a Spouse, the Spouse
shall receive the Account in the form clected by the Spouse under Scction
111.4.2.

A Member’s Spouse may waive the Spousc’s entitlement under (2) above as
prescribed by the Pension Benefits Act, in which cvent the death benefit is
payable to the Member’s Beneficiary.

I1[- DC Provisions
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Section I11.4 - Payment of Benefits

111.4.1 Payment to a Member

(D

(2)

3)

For distribution of 2 Member’s Account under Section I11.3.1, the Member
must clect to have his or her Account transferred in accordance with the
Pension Benefits Act to:

(a)  another registercd pension plan, provided that the administrator of
that pension plan accepts the transfer and agrees to administer the
sum as required by the Pension Bencfits Act;

(b)  aLocked-In Retirement Contract; or

{c) purchase an annuity from a Licensed Annuitics Provider that
commences no later than the end of the calendar year in which the
Mecmber attains age 71.

At the time a Member enrols in the Plan or first makes a contribution under
the DC Provisions, the Company may require the Member to elect that his
or her Account will be transferred to a Locked-In Retirement Contract when
the Member terminates Continuous Service. If a Member fails to make a
new clection under (1) above after Termination of Continuous Service
within the time limit required by the Company and under the Pension
Bencfits Act, if applicable, then payment shall be made in accordance with
the Member’s existing election.

The annuity to which a Member is entitled from his or her Account may be
paid in any one of the following forms, to the extent that the form is
available from the Licensed Annuities Provider, cach of which is payable in
cqual monthly instalments:

(a) a life pension ending with the payment for the month in which the
Mecmber’s death occurs;

(b)  a lifc pension guarantced for up to 15 years in favour of the Member's
Bencficiary;

[11-- DC Provisions
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(c) a life pension continuing after the death of the Member to the
Member’s Spouse or former Spouse who shall be named at the time
the pension commences, in any percentage of the amount that would
have been paid to the Member if the Member had lived up to 100%;

(d) a life pension combining the features of (b) and (c) above; or

(e) any of the forms above increased in accordance with any index of
economic change that is acceptable for this purpose under the Income
Tax Act,

provided that a Member who has a Spouse when the annuity commences must elect
the benefit under (c) and provide at least the minimum percentage required under the
Pension Benefits Act unless there is a valid waiver by the Spouse as prescribed by the
Pension Benefits Act.

In addition, a Member may elcct to receive a bridge bencfit commencing at the same
time the life pension commences and ending on the earlier of the Member’s death and
the Member attaining age 65, except that for a Member who was employed in Quebec
and has a Spouse at pension commencement, 60% of the bridge must continue after
the Member’s death until the Member would have attained age 65 unless the Spouse
waivces that entitlement as permitted by the Pension Benefits Act.

Payment to a Spouse

(1) For distribution of a Member's Account under I11.3.2 the Spousc may clect
to receive the Account:

(2)  inthe form of a Lump Sum Payment; or

(b)  to have the Account transferred to a Licensed Annuities Provider for
an annuity payable for the lifctime of the Spouse commencing cither
immediately or deferred until no later than December 1 of the
calendar ycar in which the Spousc attains age 71, or, if later, within
one year after the death of the Member,

Hl- DC Provisions
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subject to any requirement as sct out in Section I11.5.2 of the Pension
Benefits Act that {(b) must apply.

The Spouse must elect within the period of time prescribed by the Company
or, if applicable, under the Pension Benefits Act. If the Spouse fails to clect,
payment shall be made under (a) or uniess the Pension Benefits Act requires
the distribution to be in accordance with (b).

If a Spouse is entitled to payment and dies prior to payment, the amount
otherwise payable to the Spouse shall be paid as a Lump Sum Payment to
the Spousc’s cstate.

11— DC Provisions
Section 111.4
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Section IIL.5 - Requirements of the Pension Benefits Act

1L.5.1 Spouse Waiver of Death Benefit
(1) Notwithstanding Section 11.3.2(3) a Spouse cannot waijve the entitlement to
a pre-retirement death benefit in Section II1.3.2(2) if the Member was
cmployed in Manitoba, New Brunswick, Newfoundland or Nova Scotia.
(2) The Spouse of a Member employed in Alberta who waives the entitlement
to a pre-retirement death benefit as provided in Section I11.3.2(3) also
waives any entitlement to receive benefits as the Member's Beneficiary.
I11.5.2 Lump Sum Death Benefit to Spouse
For purposes of Section I11.4.2(1) the Pension Benefits Act requires the Spousc to
take the benefit under (1)(b) and prohibits payment under (1)(a) in Alberta, British
Columbia, Manitoba and, if the death occurs after the Member attains age 635, in
Quebec.
11L.5.3 Percentage for Joint and Survivor Pension
For purposes of Section I11.4.1(3) the percent of survivor
pension for a Spouse required by the Pension Benefits Act is:
60% All jurisdictions except Manitoba
66 2/3 % Manitoba
I11.5.4 Time Limit for Member Election

For purposcs of Section 111.4.1(2) the time limit prescribed by
the Pension Benefits Act for a Member to clect payment is:

90 days from receipt of the election Alberta, British Columbia, Manitoba, New
form Brunswick

90 days from termination of Quebec

Continuous Service

60 days from termination of Newfoundland

Continuous Service

Not specified Saskatchewan, Ontario, Nova Scotia

1I- DC Provisions
Section 1.5 -10-
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Time Limit for Spouse Election

For purposes of Section II. 4.2(2) the time limit prescribed by
the Pension Benefits Act for a Spouse to elect payment is:
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90 days from receipt of the election form

Alberta, Brtish Columbia, Ontario, Nova Scotia

Not specified

Saskatchewan, Manitoba, New Brunswick,
Newfoundland , Quebec

I1]- DC Provisions

Section 1il.5
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CERTIFICATE OF AMENDMENT OF

SEARS CANADA INC. Financial Services
Pension Plans Branch)

WHEREAS Sears Canada Inc. (the “Company”) maintains the Sears Canada Inc. Registered
Retirement Plan (the “Plan”), which is registered with the Financial Services Commission of

Ontario and the Canada Revenue Agency (Registration Number 0360065);

AND WHEREAS the Company has reserved the right to amend the Plan pursuant to
Section 1.12.1 of the Plan (Right to Amend or Terminate);

AND WHEREAS the Company wishes to amend the Plan to:

a) permit the commutation of small benefits in respect of deferred members as permitted
under the Pension Benefits Act (Ontario);

b) replace the existing post-retirement indexation formula with an alternative formula that is
at least actuarially equivalent;

¢) permit those who terminate employment after their early retirement date to exercise
portability;

d)} change the way in which “Continuous Service” (as defined in the Plan) is determined for
purposes of benefits on termination of employment; and

¢) make certain housekeeping amendments:
NOW THEREFORE BE IT RESOLVED THAT:

1. Effective December 18, 2005:

a. Section IL.A.10.2 of the Plan (Determination of Benefits of Transferred Members
under the Plan) is amended to add “ and as subsequently amended from time to
time,” immediately after “at the Transition Date” as it appears in the second sentence
of that provision.

2. Effective January 29. 2011:

a. Section ILA.12.2 of the Plan (Determination of Benefits of Transferred Members
under the Plan) is amended to add “ and as subsequently amended from time to
time,” immediately after “at the Transition Date” as it appears in the second sentence
of that provision.

Ll

Effective July 1, 2012:

a.  Section L11.1 of the Plan (Small Pension Amounts) is amended by adding the
following paragraph immediately following the table in that section:
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"With respect to a Member employed in Ontario who terminated employment
with the Company prior to July 1, 2012, and who is entitled to a deferred pension
under the Plan, the Company shall pay the Commuted Value of the pension to the
Member in a lump-sum cash payment if such pension is eligible for commutation
in accordance with the above table. For greater certainty, the YMPE in the year
that the Member's employment with the Company terminated shall be used in
determining the small pension threshold. In lieu of receiving the lump-sum cash
payment, the Member may elect to transfer his or her entitletnent in accordance
with Section I.11.16 (Transfer to RRSP).”

4. Effective March 2, 2013:

a.

Section 11.A.13.2 of the Plan (Determination of Benefits of Transferred Members
under the Plan) is amended to add “ and as subsequently amended from time to
time,” immediately after “at the Transition Date™ as it appears in the second sentence
of that provision.

5. Effective January 1, 2014:

a.

Section IL.A.6.1 of the Plan (Annual Review of CPI) shall be deleted in its entirety
and replaced with the following:

“I1.A.6.1 General

The annual inflation adjustment made to the pensions in payment
which are subject to such increases shall be made in accordance
with this Section 11.A.6.”

Section II.A.6.2 of the Plan (Application of Inflation Adjustment) is amended to
replace the word “declared” with the word “made” wherever it appears in this
section.

Section I1.A.6.3 of the Plan (Maximum Inflation Adjustment Calculation) is deleted
in its entirety and replaced with the following;:

“T1.A.6.3 Inflation Adjustment Calculation

The annual inflation adjustment made to pensions in payment in
any particular year shall, subject to the Income Tax Act, be 0.5%
of the pension benefit of the immediately preceding year.”

Section II.A.6.4 of the Plan (Supplementary Inflation Adjustment) is deleted in its
entirety.

Section II.A.7.1 of the Plan is amended to add the following at the end of that
paragraph:
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“Notwithstanding any other provision in this Plan, for purposes of determining
the early retirement reduction factor under Section I A.3.3, a Member's
Continuous Service is deemed to be the length of the Member’s completed
Continuous Service as if the Member had continued in active employment until
his pension commencement date.”

Effective March 1, 2014:

a. Section ILA.7.1 of the Plan (Eligibility for Immediate Pension) is deleted in its
entirety and replaced with the following:

“II.A.7.1 Termination after Earlv Retirement Date

A Member whose Continuous Service ceases for any reason after
he is eligible for an early retirement pension is entitled to either:

(a) an immediate pension calculated according to the formula in
Section I11.A.3.2; or

(b) transfer a lump-sum amount equal to the Commuted Value
of his pension in accordance with Section 11.A.7.6.

For greater certainty, for purposes of determining the early
retirement reduction factor under Section 11.A.3.3 to be applied
to either paragraph (a) or (b), above, as applicable, a Member’s
Continuous Service shall be deemed to cease as of such
Member’s pension commencement date.

In addition to the foregoing, the Member shall have an
immediate entitlement to his excess contributions, if any,
calculated and payable in accordance with Section 1LAS.1,
including accumulated interest.”

b. Section 11.LA.7.2 of the Plan (Eligibility for Termination Benefit) is renamed
“Termination Before Early Retirement Date”.

c. Section I.A.7.6 of the Plan (Transfer of Deferred Pension Termination Benefit) is
deleted in its entirety and replaced with the following:

“TI.A.7.6 Transfer of Benefits on Termination

A Member who is entitled to an immediate pension according to
Section ILA.7.1 or a deferred pension according to Section
ILA.7.2 may elect to transfer a lump-sum amount equal to the
Commuted Value of his pension to an alternate retirement
income funding arrangement subject to and in compliance with
the requirements of the applicable Pension Benefits Act and the
Income Tax Act, if any and, if such an election to transfer
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benefits is made by the Member, the Member has no further
claims against the Plan following such a transfer.”
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d. Section I1.C.4.1 of the Plan is amended to replace “shall” as it appears in the first
sentence of that section with the word “may”™.

e. The following is added as new Section I1.C.4.3 of the Plan:

“I1.C.4.3

Notwithstanding the foregoing, a Member whose Continuous
Service has ceased and who is entitled to an immediate or
deferred pension under the Plan may elect to transfer a lump-sum
amount equal to the Commuted Value of his pension to an
alternate retirement income funding arrangement in accordance
with Section [L.A.7.6.”

f. The following is added as new Section 11.D.4.3 of the Plan:

“ILD.4.3

Notwithstanding the foregoing, a Member whose Continuous
Service has ceased and who is entitled to an immediate or
deferred pension under the Plan may elect to transfer a lump-sum
amount equal to the Commuted Value of his pension to an
alternate retirement income funding arrangement in accordance
with Section I11LA.7.6.”

7. Effective January 1, 2015:

a. Section I1.A.3.3 of the Plan (Early Retirement Reduction Factor) is amended to add
the following as the first paragraph in that section:

“The following early retirement reduction factors apply to Members (i) who
terminate employment after attaining age 55 or (ii) whose employment has been
terminated involuntarily without cause prior to attaining age 55.

b. Section I1.A.3.3 of the Plan (Early Retirement Reduction Factor) is amended to add
the following at the end of that section:

C.

“The foregoing early retirement reduction factors do not apply to Members who
have not attained age 55 and who either (i) terminate employment voluntarily or
(ii) are terminated from empioyment involuntarily with cause. The amount of
such Member’s pension shall be the Actuarial Equivalent of the deferred pension
otherwise commencing on his or her normal retirement date.

Section I1.A.7.4 of the Plan (Early Commencement of Termination Benefit) shall be
deleted in its entirety and replaced with the following:

“IL.A.7.4

Early Commencement of Termination Benefit

In liew of a deferred pension commencing at the Normal
Retirement Date as described in Section 11.A.7.2. the Member
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may elect to commence receiving a pension on the first day of
any calendar month coincident with or following his attainment
of age 55 and prior to his Normal Retirement Date. The amount
of this pension is calculated in accordance with Sections I11.A.3.2
and 11.A.3.3, provided that, for the purposes of determining the
early retirement reduction factor under Section IL.A.3.3, the
Member’s Continuous Service shall be deemed to cease:

(a) on the date of pension commencement, for Members who
terminate employment involuntarily without cause; and

(b) on the date of termination of employment, for Members who
terminate employment (i) voluntarily or (ii) involuntarily
with cause.

d. Section I1.B.8.2 of the Plan (Early Commencement of Totally Termination Benefit)
shall be deleted and replaced with the following:

“JI.B.8.2 Early Commencement of Total Termination Benefit

In lieu of a deferred pension commencing at the Member’s
Normal Retirement Date as described under Section I1.B.8.1, the
Member may elect to commence receiving a pension on the first
day of any calendar month coincident with or following his
attainment of age 55 and prior to his Normal Retirement Date.
The amount of this pension is calculated in accordance with
Section 11.B.4.1, provided that, for the purposes of determining
the early retirement reduction factor, the Member’s Continuous
Service shall be deemed to cease:

(c) on the date of pension commencement, for Members who
terminate employment involuntarily without cause; and

(d) on the date of termination of employment, for Members who
terminate employment (i) voluntarily or (ii) involuntarily
with cause.

Notwithstanding the foregoing, in no event shall the reduction in
the Member’s pension be less than the minimum early retirement
reduction required under the income Tax Act.”

e. Section I1.C.4.2 of the Plan is deleted in its entirety and replaced with the
following:

“.C.42 In lieu of a deferred pension provided under Section I1.C.4.1
commencing at the Member's normal retirement date, the Member
may elect to commence receiving a pension on the first day of any
calendar month coincident with or following his attainment of age 55
and prior to his normal retirement date. The amount of this pension
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shall be calculated in accordance with Section I1.C.3.1, provided that
for the purposes of determining the early retirement reduction, the
Member’s Continuous Service shall be deemed to cease:

{(e) on the date of pension commencement, for Members who
terminate employment involuntarily without cause: and

(f) on the date of termination of employment, for Members who
terminate employment (i) voluntarily or (ii) involuntarily
with cause.

In addition to the foregoing, the Member shall be entitled to receive the bridge
pension calculated in accordance with Section 11.C.3.2”

288

f. Section I1.D.4.2 of the Plan is deleted in its entirety and replaced with the following:

“I.D.4.2

In lieu of a deferred pension provided under Section I1.D.4.1
commencing at the Member’s normal retirement date, the
Member may elect to commence to receive this pension on the
first day of any calendar month coincident with or following his
attainment of age 55 and prior to his normal retirement date.
The amount of this pension shall be calculated in accordance
with Section IL.D.3.1, provided that for the purposes of
determining the early retirement reduction factor, the Member’s
Continuous Service shall be deemed to cease;

(g) on the date of pension commencement, for Members who
terminate employment involuntarily without cause; and

(h) on the date of termination of employment, for Members who
terminate employment (i) voluntariiy or (ii) involuntarily
with cause.

In addition to the foregoing, the Member shall be entitled to
receive the bridge pension calculated in accordance with Section
1.D.3.2”

The proper officers of the Company are hereby authorized and directed to file this
resolution with the Canada Revenue Agency and the Financial Services Commission of
Ontario, together with any other documentation required by such regulatory authorities,
and to make such minor revisions as are necessary or desirable to give effect thereto, and
to do all acts and things necessary to accomplish the foregoing resoiution.

[ANTENTIONALLY LEFT BLANK]
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CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc.
Registered Retirement Plan.

DATED this 90‘"‘ day of ~<SAN , 2014.

SEARS CANADA INC.

Sfgnature

Signature”
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CERTIFICATE OF AMENDMENT OF
SEARS CANADA INC.

WHEREAS Sears Canada Inc. (the *“Company”) maintains the Sears Canada Inc. Registered
Retirement Plan (the “Plan”) which is registered with the Financial Services Commission of
Ontario and the Canada Revenue Agency (Registration Number 0360065);

AND WHEREAS the Company has reserved the right to amend the Plan pursuant to
Section [.12.1 of the Plan (Right to Amend or Terminate);

AND WHEREAS the Company wishes to amend the Plan to reflect changes to the Pension
Benefits Standards Act (British Columbia) and the Pension Benefits Act (Nova Scotia);

AND WHEREAS the Company wishes to make other housekeeping amendments;

NOW THEREFORE BE IT RESOLVED THAT:

1.

Effective March 1, 2014:

a} Section II.A.7.1 (b) (Termination after Early Retirement Date) is amended to add
the following at the beginning of that Section:

“where permitted by the applicable Pension Benefits Act,”

b) Sections I1.A.7.6 (Transfer Benefits on Termination), 11.C.4.3 and 11.D.4.3 are
amended to add the following to the end of those sections:

“where permitted by the applicable Pension Benefits Act.”

Effective June 1, 2015:

a) Section 1.2.30 is amended by deleting the definition provided for “Spouse” in
Nova Scotia and replacing it with the following:

“In Nova Scotia, “Spouse’ means, a person who, at the relevant time:
(a) is legally married to the Member;

(b) is married to the Member by a marriage that is voidable and has not been
annulled by a declaration of nullity;
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d)
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(c) has gone through a form of marriage with the Member, in good faith,
which marriage is void and who has been cohabiting with the Member or,

if the person has ceased to cohabit, has cohabited within the twelve-month
period immediately preceding the date of determination of marital status;

(d) are domestic partners within the meaning of Section 52 of the Vital
Statistics Act (Nova Scotia); or

(e) has cohabited with the Member in a conjugal relationship for a period of at
least one (1) year if neither of them is married, or at least three (3) years if
either of them is married.

Section [.11.1 of the Plan (Small Pension Amounts) is amended by deleting the 7%
row (Nova Scotia) of the table setting out the legislative requirements and
replacing it with the following:

7. Nova Scotia | Annual pension payable is not more than four percent (4%) of
the YMPE in the year the Member attains his or her Normal
Retirement Date or the Commuted Value of the pension benefit
is less than twenty percent (20%) of the YMPE in the year of
retirement or termination

Section I.11.1 is amended to add the following at the end of that Section:

“Where a Member who was employed in Nova Scotia commenced his or her
pension under Part Il (DB Provisions) on or after June 1, 2015, and, as a
consequence of the Member's death, the Member’s Spouse is entitled to a survivor
pension under Section I1.A.5.2(b) or Section I1.A.5.3(b), and:

(a) The annual pension to which the Spouse is entitled is not more than 4% of the
YMPE in the year of the Member’s death; or

(b) The Commuted Value of the pension benefit to which the Spouse is entitled is
less than 20% of the YMPE in the year of the Member’s death,

The survivor pension shall be paid to the Spouse in a single lump-sum cash
payment. In lieu of receiving the survivor pension as a lump-sum cash payment,
the Spouse may elect to transfer his or her entitlement in accordance with Section
I.11.16 (Transfer to RRSP).”

Section 1.11.7 of the Plan (Short Life Expectancy) is deleted in its entirety and
replaced with the following:
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“Notwithstanding any provisions in the Plan, in accordance with the applicable
Pension Benefits Act, if a Member, Former Member or Spouse, has an illness or
disability that is terminal or to likely shorten the Member’s, Former Member’s or
Spouse’s life considerably, he or she may elect to withdraw as a lump sum, or as a
series of lump sums, an amount equal to the Commuted Value of the benefit, less
applicable withholding tax, or any lesser amount that the Member or Spouse may
select, subject to the requirements set out in the applicable Pension Benefits Act,
including requirements relating to the filing of a spousal waiver.”

3. Effective September 30, 2015, the Plan is amended as follows:

a)

b)

d)

Section 1.2.30 is amended by deleting the definition provided for “Spouse” in
British Columbia and replacing it with the following:

“In British Columbia, “Spouse” means:

(a) a person who, at the relevant time, is married to the Member and has not been
living separate and apart from the Member for a continuous period longer than
two (2) years; or

(b) a person who has been living with the Member in a marriage-like relationship
for a period of at least two (2) years immediately preceding the date.

Section I.11.1 of the Plan (Small Pension Amounts) is amended by deleting the 1
row (British Columbia) of the table setting out the legislative requirements and
replacing it with the following:

1. British Commuted Value does not exceed 20% of the YMPE in the year
Columbia | the Commuted Value is determined

Section 1.11.1 is amended to add the following immediately after the table in that
Section:

“Where permitted by applicable legislation, a Member may transfer any amount
under this section to another alternative retirement savings arrangement directly
from the Plan.”

Section 1.11.1 of the Plan (Small Pension Amounts) is amended by adding the
following to the end of that Section:
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“Where a Member who was employed in British Columbia or Alberta commenced
his or her pension under Part I1 (DB Provisions) on or after September 1, 2014 (for
Alberta Members) or September 30, 2015 (for British Columbia Members), and, as
a consequence of the Member’s death, the Member’s Spouse is entitled to a
survivor pension under Section I1.A.5.2(b) or Section ILA.5.3(b), and the
Commuted Value of the pension benefit to which the Spouse is entitled is less than
20% of the YMPE in the year of the Member’s death, the survivor pension shall be
paid to the Spouse in a single lump-sum cash payment. In lieu of receiving the
survivor pension as a lump-sum cash payment, the Spouse may elect to transfer his
or her entitlement in accordance with Section 1.11.16 (Transfer to RRSP).”

Section 1.11.6 of the Plan (Non-Resident) is amended to delete the reference to
British Columbia and add the following as the last paragraph:

“Notwithstanding any other provisions of the Plan, where a Member or Former
Member who was employed in British Columbia or a Spouse who is entitled to
receive a benefit under the Plan (and such benefit has not yet commenced), has
become a non-resident of Canada for purpose of the Income Tax Act, as confirmed
in writing by the Canada Revenue Agency, such Member, Former Member or
Spouse may elect to have the benefit paid to him or her in a lump sum cash
payment, less applicable withholding tax.

Where such non-resident Member or Former Member has a Spouse, the Spouse
shall sign a waiver in the form and manner prescribed by the applicable Pension
Benefits Act.

A payment under this section shall be made in full and final satistaction of the
rights of that Member, Former Member or Spouse under this Plan.”

Section I1.B.9.5 of the Plan (Form of Payment of Death Benefit to Spouse) is
amended to add the following at the end of that section:

“Where required by applicable Pension Benefits Act, a Spouse who is entitled to a
death benefit may opt to receive such benefit as an immediate or deferred
pension.”

Section 111.4.2 (Payment to a Spouse) is amended to add the following at the end of
that section:
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“Unless otherwise permitted under the applicable Pension Benefits Act, all
payments made under this Section shall be made on a locked-in basis.”

4. The proper officers of the Company are hereby authorized and directed to file this resolution
with the Canada Revenue Agency and the Financial Services Commission of Ontario,
together with any other documentation required by such regulatory authorities, and to make
such minor revisions as are necessary or desirable to give effect thereto, and to do all acts and
things necessary to accomplish the foregoing resolution.

CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc.
Registered Retirement Plan.

DATED this [/}~ dayof Januct), 2016

SEARS CANADA INC.

¥ / J g " . X” 1
([ et fed s
\Signature / i &

l
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CERTIFICATE OF AMENDMENT OF
SEARS CANADA INC.

WHEREAS Sears Canada Inc. (the “Company”) maintains the Sears Canada Inc. Registered
Retirement Plan (the “Plan™) which is registered with the Ontario Superintendent of Financial
Services and the Canada Revenue Agency (Registration Number 0360065);

AND WHEREAS the Company has reserved the right to amend the Plan pursuant to
Section 1.12.1 of the Plan (Right to Amend or Terminate);

AND WHEREAS the Company wishes to amend the Plan to reflect changes to the Employment
Pension Plans Act (Alberta);

NOW THEREFORE BE IT RESOLVED THAT:

1. Effective September 1, 2014, the Plan is amended as follows:

a) Section 1.2.30 is amended by deleting the third section related to “Spouse” in
Alberta and replacing it with the following:

“In Alberta, “Spouse” means:

(a) a person who is married to the Member and has not been living separate and
apart from the Member for a continuous period longer than 3 years; or

(b) if paragraph (a) does not apply, has been living with the Member in a
marriage-like relationship:

(1) for a continuous period of at least three (3) years preceding the
relevant time; or

(i)  of some permanence. if there is a child of the relationship by birth or
adoption.
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b) Section 1.11.1 of the Plan (Small Pension Amounts) is amended by deleting the 2™

row (Alberta) of the table setting out the legislative requirements and replacing it
with the following:

2. Alberta | Commuted Value does not exceed 20% of the YMPE in the year of

retirement, termination or death, as the case may be, or. where the
request for the Commuted Value is deferred, at the date that the
request for commutation is made.

c) Section 1.11.2 of the Plan (Required Transfers) is amended by:
(1) deleting the reference to “Alberta,” in the first paragraph; and

(i)  deleting the reference to “is less than 20%” in the second paragraph
and replacing it with “does not exceed 20%".

d) The second last paragraph of Section 1.11.6 of the Plan (Non-Resident) is deleted
in its entirety and replaced with the following:

“A Member who was employed in Alberta, whose Continuous Service has ceased and
who is a non-resident of Canada for tax purposes, is entitled to the Commuted Value
of his entitlement from the Plan in a lJump sum upon providing written evidence to the
Company that the Canada Revenue Agency has confirrned the Member’s status as a
non-resident for purposes of the Income Tax Act and any other requirements set out
in the Pensions Benefits Act.”

e) Section 1.11.7 of the Plan (Short Life Expectancy) is amended by adding the
following as the last paragraph:

“If a Member or former Member of the Plan who is or was employed in Alberta,
other than a retired member in receipt of benefits under the Plan, and who has a
current entitlement to receive a benefit under the Plan, has an illness or a disability
that is certified by a medical practitioner to be terminal or to likely shorten the
Member or former Member's life considerably, he may, subject to the applicable
requirements of the Pension Benefits Act, elect to convert all or part of the benefit to
a series payments for a fixed term or elect to withdraw as a lump sum an amount
equal to the commuted value of the benefit or any lesser amount that the Member or
former Member may select. and such amounts shall be determined without taking into
consideration the shortened life expectancy of the former Member.”
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f) The following is added as new Section 1.11.10 (c) of the Plan (Assignability of
Benefits on Marriage Breakdown):

“(c) Transfer of Property

Upon breakdown of a Member’s spousal relationship, where permitted by the
applicable Pension Benefits Act, the Member’s former Spouse may transfer his or her
share to an alternative retirement savings arrangement in accordance with the
applicable Pension Benefits Act.”

3. The proper officers of the Company are hereby authorized and directed to file this resolution
with the Canada Revenue Agency and the Financial Services Commission of Ontario,
together with any other documentation required by such regulatory authorities, and to make
such minor revisions as are necessary or desirable to give effect thereto, and to do all acts and
things necessary to accomplish the foregoing resolution.

CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc.
Registered Retirement Plan.

DATED this ' day of DEC 2014

SEARS CANADA INC. Y

=

Signature

ol —

Signature
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CERTIFICATE OF AMENDMENT OF
Financial ..
SEARS CANADA INC. Pension Ple: . . - .

WHEREAS Sears Canada Inc. (the "Company”) maintains the Sears Canada Inc. Registered Retirement
Plan (the “Plan”), which is registered with the Financial Services Commission of Ontario and the Canada
Revenue Agency (registration number 0360065);

AND WHEREAS the Company reserved the right to amend the Plan pursuant to Section 1.12.1 (Right to
Amend or Terminate) of the Plan;

AND WHEREAS the Company wishes to amend the Plan to permit the commutation of post-retirement
survivor benefits as permitted under the Ontario Pension Benefits Act,

NOW THEREFORE BE IT RESOLVED THAT:

1. Effective July 1, 2012, Section |.11.1 (Small Pension Amounts) is amended by adding the
following to the end of the section:

"Where a Member who was employed in Ontario commenced his or her pension under Part Ii
(DB Provisions) on or after July 1, 2012, and, as a consequence of the Member's death, the
Member's Spouse is entitled to a survivor pension under Section I1.A.5.2(b) or Section I1.A.5.3(b),
and:

(a) the annual pension to which the Spouse is entitled is less than or equal to 4% of the
YMPE in the year of the Member's death; or

{b) the Commuted Value of the pension to which the Spouse is entitled is less than 20% of
the YMPE in the year of the Member's death,

the survivor pension shall be paid to the Spouse in a single lump-sum cash payment. In lieu of
receiving the survivor pension as a lump-sum cash payment, the Spouse may elect to transfer his
or her entitiement in accordance with Section 1.11.16 (Transfer to RRSP).

Where a Member who was employed in Ontario commenced his or her pension under Part il (DB
Provisions) prior to July 1, 2012, the foregoing paragraph shall not apply unless the Member's
Spouse consents to receive his or her entitiement as a lump-sum cash payment. Such consent
shall be in writing, signed by the Spouse, in the form and manner specified by the Company from
time to time."

2. The proper officers of the Company are hereby authorized and directed to file this resolution with
the Canada Revenue Agency and the Financial Services Commission of Ontario, together with
any other documentation required by such regulatory authorities, and to make such minor
revisions as are necessary or desirable to give effect thereto, and to do all acts and things
necessary to accomplish the foregoing resolutions.
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CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc. Registered
Retirement Plan.

DATED this _ 1] day of —Sww & , 2013.

S CANADA INC. <

Signature =
:i.__j

Signature



300

RECEIVED

CERTIFICATE OF AMENDMENT OF JUL 1 9 2013
SEARS CANADA INC. .
Financial Services

Pension Plans Branch]
WHEREAS Sears Canada Inc. (the “Company”) maintains the Sears Canaé’am_g-i-st_e-lg_

Retirement Plan (the “Plan”), which is registered with the Financial Services Commission of
Ontario and the Canada Revenue Agency (registration number 0360065);

AND WHEREAS the Company reserved the right to amend the Plan pursuant to Section 1.12.1
(Right to Amend or Terminate) of the Plan:;

AND WHEREAS the Company wishes to amend the Plan to update the definition of "Spouse”,
and to clarify the provisions relating to the division of a member's pension on marriage
breakdown or separation;

NOW THEREFORE BE IT RESOLVED THAT:

1. Effective January 1, 2012, Section 1.11.10 (Assignability of Benefits on Marriage
Breakdown) is deleted in its entirety and replaced with the foilowing:

"Division of Pension on Relationship Breakdown

Subject to the provisions of the Pension Benefits Act, a Member may, pursuant to the
terms of a court order, domestic contract or family arbitration award, assign part of his or
her pension benefit under the Plan to his or her Spouse or former Spouse on
relationship breakdown.

Notwithstanding the above, where a Member is subject to the laws of a jurisdiction other
than Ontario, any assignment or division of the Member's entitement under the Plan
shall be subject to applicable provincial property law and/or pension standards
legislation.”

2. Effective January 1, 2013, Section 1.2.30 (Spouse) is deleted in its entirety and replaced
with the following:

"Spouse” in respect of a Member employed in Ontario, means, at the time a
determination of marital status is required, a person to whom the Member s

(a) married; or
(b) not married, but with whom the Member is living in a conjugal relationship,

(i) continuously for a period of not less than one (1) year, or
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(it} in a relationship of some permanence, if the Member and that person are the
natural or adoptive parents of a child, both as defined in the Family Law Act
(Ontario).

Notwithstanding the above, if a Member and his or her Spouse are living separate and
apart on the Member's date of death or date of pension commencement, as applicable:

(a)

(b)

the Spouse is not entitled to a pre-retirement death benefit under Section Il.LA.8
(Benefits on Death), Section 11.B.9 {Benefits on Death), Section I1.C.5 (Benefits
on Death), Section 11.D.5 (Benefits on Death), Section II.LE.11 (Benefits on
Death), or Section 1.3.2 (Death); and

the Member is not required or permitted to elect a joint and survivor annuity
under paragraph (b) of Section 11.A.5.2 (Normal Form of Pension), paragraph (a)
of Section 11.B.6.3 (Optional Forms) or paragraph (3) of Section Ill.4.1 (Payment
to a Member).

In addition, the following definitions of “Spouse” apply at the date a determination is
required according to the jurisdiction in which the Member is considered to be employed:

In the Federal jurisdiction, "Spouse” means:

(a)

(b)

if there is no person described in (b), a person who is married to the Member,
including a person who is a party to a void marriage with the Member; or

a person who has been living with the Member in a conjugal relationship for at
least one year, provided the Member is not living with a Spouse as described
under paragraph (a) above.

In Alberta, “Spouse” means:

(a)

(b)

a person who is married to the Member and has not been living separate and
apart from the Member for a period of three (3) or more consecutive years, or

if there is no person to whom (a) applies, the person who has lived with the
Member in a conjugal relatiocnship

(i) for a continuous period of at least three (3) years, or

(i) of some permanence, if there is a child of the relationship by birth or
adoption.
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In British Columbia, "Spouse” means:

(a)

(b)

a person who is married to the Member and who has not been living separate
and apart from the Member for more than two (2) years immediately preceding
the relevant time, or

if paragraph (a) does not apply, the person who is living and cohabitating with the
Member in a marriage-like relationship for the two (2) year period immediately
preceding the relevant time, including a relationship between people of the same
gender.

Notwithstanding the above:

(a)

(b)

where a Spouse has received a share of the Member’s pension pursuant to
Section 11.11.10, that Spouse is not entitled to a pre-retirement death benefit
under Section |1.A.8 (Benefits on Death), Section 11.B.9 (Benefits on Death),
Section II.C.5 (Benefits on Death), Section I1.D.5 (Benefits on Death), Section
Il.LE.11 (Benefits on Death), or Section I11.3.2 (Death); and

where the Company has received notice of an entitlement to a pension division
pursuant to Section 11.11.10, the Member is not required or permitted to elect a
joint and survivor annuity under paragraph (b) of Section I.A.5.2 (Normal Form of
Pension), paragraph (a) of Section 11.B.6.3 (Optional Forms) or paragraph (3) of
Section I11.4.1 (Payment to a Member).

In Manitoba, “Spouse” means:

(a)

(b)

(©)

a person who is legally married to the Member and is not living separate and
apart from the Member;

a person who not being married to the Member, has, with the Member, registered
a common-law relationship under section 13.1 of The Vital Statistics Act;

a person who not being married to the Member, has cohabited with the Member
in a conjugal relationship:

(i) for a period of at least three (3) years, if either of them is married; or

(ii) for a period of at least one (1) year, if neither of them is married.
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In New Brunswick, “"Spouse” means:

(a)
(b)

(c)

(d)

a person who is legally married to the Member,

a person who married to the Member by a marriage that is voidable and has not
been annulled by a declaration of nullity;

a person who has gone through a form of marriage with the Member, in good
faith, which marriage is void and who has been cohabiting with the Member
within the preceding year; or

a person who has cohabited with the Member in a conjugal relationship
continuously for at least two (2) years, immediately preceding the relevant time.

If the Member has a Spouse as described under paragraph (a), (b) or (c) above, that
Spouse shall take precedence over any Spouse described under paragraph (d) unless a
valid decree, order or judgment bars that Spouse’s claim.

In Newfoundland and Labrador, “Spouse” means:

(a)

(b)

(c)

a person who is not married to the Member and who is cohabitating or has
cohabitated continuously with the Member in a conjugal relationship for a period
of not less than one (1) year, provided the Member is not married;

a person who is not married to the Member and who is cohabiting or has
cohabited continuously with the Member in a conjugal relationship for a period of
not less than three (3) years, if the Member is married;

if there is no person described in (a) or (b) above, a person who:

(i) is married to the Member,

(i) is married to the Member by a marriage that is voidable and has not been
annulled by a declaration of nullity; or

(iif) has gone through a form of marriage with the Member, in good faith,
which marriage is void, and is cohabiting or has cohabited with the
Member within the preceding year.

In Nova Scotia, “Spouse” means:

(@)
(b)

is legally married to the Member;

is married to the Member by a marriage that is voidable and has not been
annulled by a declaration of nullity;
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(d)
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has gone through a form of marriage with the Member, in good faith, which
marriage is void and:

(i) who has been cohabiting with the Member:; or,

(i} if the person has ceased to cohabit with the Member, has cohabited with the
Member within the twelve-month period immediately preceding the relevant time;

is not married to the Member, and has cohabited with the Member in a conjugal
relationship for a period of at least two (2) years, neither of them is married to
another person pursuant to (a), (b) or (c) above.

Notwithstanding the above, where a Member and Spouse are living separate and apart:

(a)

(b)

the Spouse is not entitled to a pre-retirement death benefit under Section 11.A.8
(Benefits on Death), Section 11.B.9 {Benefits on Death), Section II.C.5 (Benefits
on Death), Section 11.D.5 {Benefits on Death), Section IL.E.11 (Benefits on
Death), or Section 11.3.2 (Death), if the Spouse has received a share of the
Member’s pension pursuant to Section 1i.11.10; and

the Member is not required or permitted to elect a joint and survivor annuity
under paragraph (b) of Section 1.LA.5.2 (Normal Form of Pension), paragraph (a)
of Section 11.B.6.3 {Optional Forms) or paragraph (3) of Section Il.4.1 (Payment
to a Member).

In Prince Edward Island, “Spouse” has the same meaning as for Members who are
employed in Ontario.

In Quebec, "Spouse” means:

(a)
(b)

a person who is married to, or in a civil union with, the Member; or

a person who has been living in a conjugal relationship with the unmarried
Member, whether they are of opposite or same sex, for at least three (3) years,
or, in the following cases, for at ieast one (1) year:

(i) at least one child is born, or to be born, of their union;

(i} they have adopted, jointly, at least one child while living together in a
conjugal relationship; or

(iii) one of them has adopted at least one child wha is the child of the other,
while living together in a conjugal relationship.



305

O O

A person is not eligible for Spouse status if the Spouse and member divorce, annul their
marriage, separate from bed and board or end their conjugal relationship, as applicable,
uniess the Member notifies the plan administrator that the Spouse’s entitlement is to
continue.

In Saskatchewan, “Spouse” means:
(a) the person who is married to the Member; or

(b) if the Member is not married, the person with whom the Member has been
cohabiting continuously as a spouse for at least one (1) year prior to the relevant
fime.

For greater certainty, the foregoing definitions of “Spouse” apply in determining death
benefits payable under GRIP for service prior to January 1, 1987.”

3. Effective January 1, 2013, Section 1.2.31 (Spouse) is deleted in its entirety, and the
remaining provisions of Section 1.2 (Definitions) are renumbered accordingly.

4, The proper officers of the Company are hereby authorized and directed to file this
resolution with the Canada Revenue Agency and the Financial Services Commission of
Ontario, together with any other documentation required by such regulatory authorities,
and to make such minor revisions as are necessary or desirable to give effect thereto,
and to do all acts and things necessary to accomplish the foregoing resolutions.

CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc.
Registered Retirement Plan.

DATED this _ | day of Ju &

CANADA INC.

Signature- —

'Ir_l,.-- .I'.r"' ’ é/lﬁ

Signature
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CERTIFICATE OF AMENDMENT OF
SEARS CANADA INC.

WHEREAS Sears Canada Inc. (the “Company”) maintains the Sears Canada Inc. Registered
Retirement Plan (the “Plan"), Canada Revenue Agency registration number 0360065,

AND WHEREAS the Company reserved the right to amend the Plan pursuant to Section 1.12.1
(Right to Amend or Terminate) of the Plan;

AND WHEREAS pursuant to the applicable provisions of the agreement entered into between
the Company and SHS Services Management Inc., certain members of the Plan (*Affected
Members") commenced employment with SHS Services Management Inc. effective

March 3, 2013;

AND WHEREAS such Affected Member commenced participation in the SHS Services
Management Inc. Retirement Savings Plan (registration number 1254119) (the "SHS Plan”)
effective March 3, 2013;

AND WHEREAS the Company desires to amend the Plan to permit the transfer of defined
contribution account balances of Affected Members from the Plan to the SHS Plan;

AND WHEREAS the Company also desires to amend the Plan to confirm the treatment of
Affected Members’ defined benefit pension entitlement (if applicable) earned while a member of
the Plan;

NOW THEREFORE BE IT RESOLVED THAT:

1. Effective March 2, 2013, no further contributions were made to the defined contribution
portion of the Plan on behalf of the Affected Members. Effective March 3, 2013, Affected
Members of the Plan commenced participation in the SHS Plan. The account balances
of Affected Members of the Plan as of March 2, 2013 continued to be invested in
accordance with the Affected Members’ investment elections.

2. Subject to the approval of the applicable regulatory authorities, effective as of
March 3, 2013, Affected Members' defined contribution account balances relating to
participation in the defined contribution provisions of the Plan determined as of
March 2, 2013, (plus investment earnings or losses thereon) shall be transferred from
the fund of the Plan to the fund of the SHS Plan.
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3. Effective March 3, 2013, the following new Section 1l.A.13 (Pension Benefits of Members
Wheo Participated in the Defined Benefit Provisions and Who Transferred to SHS
Services Management Inc.) shall be added immediately following Section IL.A. 12
(Pension Benefits of Members Who Participated in the Defined Benefit Provisions and
Who Transferred to Thomas Cook):

“Section I.LA.13 — Pension Benefits of Members Who Participated in the Defined

ILA.13.1

Benefit Provisions and Who Transferred to SHS Services
Management Inc.

Definitions

The following capitalized terms shall have the meanings respectively for purposes of
this Section ilLA.13.

(a) “Average Industrial Wage” means the average Canadian weekly wages and
salaries, defined as the Industrial Aggregate, as published from time to time by
Statistics Canada under the Statistics Act (Canada) as measured by CANSIM il
Series VI558664.

(b) “Average Wage” for a calendar year, means the Average Industrial Wage for
each month over the 12-month period ending on June 30 of the immediately
preceding calendar year, divided by 12.

(c) “Date of Determination” means the earlier of a Transferred Member's eventual
retirement, death or termination of employment with the Purchaser.

(d) “Increase in Average Industrial Wage” for the calendar year, means the
percentage by which the Average Wage in the calendar year exceeds the
Average Wage in the immediately preceding calendar year, calculated to the
nearest decimal place, subject to a minimum of 0.00%. If the increase is to apply
for only part of the calendar year, the increase shall be determined as described
but prorated for that part of the calendar year, as applicable.

(e) “Purchaser” means SHS Services Management Inc.

(f) “Transition Date” means March 2, 2013, with respect to each Transferred
Member.

Notwithstanding the above, Transferred Members who were on a Company
approved leave of absence on the Transition Date shall have a transition date
determined at such later time and shall be determined based upon the date the
Transferred Member returns from his or her leave of absence or the date his or
her employment with the Company ends and he or she is transferred to SHS
Services Management Inc.

(g) “Transferred Member” means a former employee of the Company with an
entitiement under the DB Provisions of the Plan and whose employment was
transferred to the Purchaser pursuant to the terms and provisions of the
applicable agreement on the Transition Date and who was accruing benefits
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under the DC Provisions of the Plan on the day immediately prior to such
Transferred Member's Transition Date.

I.LA.13.2 Determination of Benefits of Transferred Members Under the Plan

On and after a Transferred Member's Transition Date, such Transferred Member
retained an entitlement under the DB Provisions with respect to Pensionable Service
Years prior to July 1, 2008. The benefits accrued by the Transferred Members are
retained in the Plan and are payable on such Transferred Member's Date of
Determination, in accordance with the terms of the Plan at the Transition Date,
subject to the following conditions:

(a) each of the lifetime benefit and the bridge benefit under the Plan, if applicable.
shall be determined based on the Transferred Member's Pensionable Service
Years, Final Average 3-Year Pensionable Earnings, and Final Average 3-Year
YMPE as at such Member's Transition Date, save and except that such benefits
shall be increased to reflect Increases in Average Industrial Wage for each year
(or pro rated portion thereof) from the Transferred Member’s Termination Date to
the Transferred Member's Date of Determination; and

(b) the Continuous Service of each Transferred Member shall inciude the period of
employment with the Purchaser from the Member's Transition Date to the
Member's Date of Determination except for the purpose of determining
Pensionable Service Years, Final Average 3-Year Pensionable Earnings, and
Final Average 3-Year YMPE.

(c) Notwithstanding paragraph (a) above, in the event a Transferred Member
terminates his or her employment with the Purchaser prior to
September 30, 2013, then the retained entitiement of such Transferred Member
under the DB Provisions shall not be increased in accordance with paragraph

(a).”

4, The proper officers of the Company are hereby authorized and directed to file this
resolution with the Canada Revenue Agency and the Financial Services Commission of
Ontario, together with any other documentation required by such regulatory authorities,
and to make such minor revisions as are necessary or desirable to give effect thereto,
and to do all acts and things necessary to accomplish the foregoing resolutions.

CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc.
Registered Retirement Plan.

DATED this I day of _l_-j,&}f , 2013.

SEARS CANADA INC.
. e
; — /AN

= =

Franco Perugini Curt Newman
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AUG 19 2011
CERTIFICATE OF AMENDMENT OF

SEARS CANADA INC. Financial Services
Pension Plans Branch

WHEREAS Sears Canada Inc. (the “Company”) maintains the Sears Canada Inc.
Registered Retirement Plan (the “Ptan"), Canada Revenue Agency registration number
0360065,

AND WHEREAS the Company reserved the right to amend the Plan pursuant to Section
[.12.1 (Right to Amend or Terminate) of the Plan;

AND WHEREAS pursuant to the applicable provisions of the agreement entered into
between the Company and Thomas Cook Canada Inc., certain members of the Plan
(“Affected Members”) commenced empioyment with Thomas Cook Canada Inc. effective
January 30, 2011,

AND WHEREAS such affected Member commenced participation in the Thomas Cook
Canada Registered Pension Plan for Sears Travel Employees (registration number
1235100} (the “Thomas Cook Plan”} effective January 30, 2011;

AND WHEREAS the Company desires to amend the Plan to permit the transfer of
defined contribution account balances of Affected Member’s from the Plan to the
Thomas Cook Plan;

AND WHEREAS the Company also desires to amend the Plan to confirm the treatment
of Affected Members’ defined benefit pension entitlement earned while a member of the
Plan;

NOW THEREFORE BE IT RESOLVED THAT:

1. Effective January 29, 2011, no further contributions were made to the defined
contribution portion of the Plan on behalf of those members whose employment
was transferred to Thomas Cook Canada Inc. (“Affected Members®). Effective
January 30, 2011, Affected Members of the Pian commenced participation in the
Thomas Cook Canada Registered Pension Plan for Sears Travel Employees
(registration number 1235100) (the “Thomas Cock Plan”). The account balances
of Affected Members of the Plan as of January 29, 2011 continued to be invested
in accordance with members’ investment elections.

2. Subject to the approval of the applicable regulatory authorities, effective as of
January 30, 2011, Affected Members' defined contribution account balances
relating to participation in the defined contribution provisions of the Plan
determined as of
January 29, 2011, (plus investment earnings or losses thereon) shall be
transferred from the fund of the Plan to the fund of the Thomas Cook Plan.

S Effective January 30, 2011, the following new Section 11.A.12 {Pension Benefits
of Members Who Participated in the Defined Benefit Provisions and Who
Transferred to Thomas Cook) shall be added immediately following Section
Il.A.11 (Special Settlement for Certain Quebec Members):



“Section I.LA.12 — Pension Benefits of Members Who Participated in the
Defined Benefit Provisions and Who Transferred to Thomas Cook

ILA.12.1

Definitions

The following capitalized terms shall have the meanings respectively for
purposes of this Section IlLA.12.

(a) “Average Industrial Wage” means the average Canadian weekly wages
and salaries, defined as the Industrial Aggregate, as published from time
to time by Statistics Canada under the Statistics Act (Canada) as
measured by CANSIM I Series VI558664.

(b) “Average Wage" for a calendar year, means the Average Industrial
Wage for each month over the 12-month period ending on June 30 of the
immediately preceding calendar year, divided by 12.

(c) “Date of Determination” means the earlier of a Transferred Member's
eventual retirement, death or termination of employment with the
Purchaser.

(d) “Increase in Average Industriat Wage"” for the calendar year, means
the percentage by which the Average Wage in the calendar year exceeds
the Average Wage in the immediately preceding calendar year, calculated
to the nearest decimal place, subject to a minimum of 0.00%. If the
increase is to apply for only part of the calendar year, the increase shall
be determined as described but prorated for that part of the calendar
year, as applicable.

(e) “Purchaser” means Thomas Cook Canada Inc.

(f) “Transition Date” means January 29, 2011, with respect to each
Transferred Member.

Notwithstanding the above, Transferred Members who were on a
Company approved leave of absence on the Transition Date shall have a
transition date determined at such later time and shall be determined
based upon the date the Transferred Member returns from his or her
leave of absence or the date his or her employment with the Company
ends and he or she is transferred to Thomas Cook Canada Inc.

(g) “Transferred Member” means a former employee of the Company with
an entitiement under the DB Provisions of the Plan and whose
employment was transferred to the Purchaser pursuant to the terms and
provisions of the applicable agreement on the Transition Date and who
was accruing benefits under the DC Provisions of the Plan on the day
immediately prior to such Transferred Member’s Transition Date.

I.LA.12.2 Determination of Benefits of Transferred Members Under the Plan
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On and after a Transferred Member's Transition Date, such Transferred
Member retained an entitiement under the DB Provisions with respect to
Pensiocnable Service Years prior to July 1, 2008. The benefits accrued by the
Transferred Members are retained in the Ptan and are payable on such
Transferred Member's Date of Determination, in accordance with the terms of
the Plan at the Transition Date, subject to the following conditions:

{(a) each of the lifetime benefit and the bridge benefit under the Plan, if
applicable, shall be determined based on the Transferred Member's
Pensionable Service Years, Final Average 3-Year Pensionable Earnings,
and Final Average 3-Year YMPE as at such Member’s Transition Date,
save and except that such benefits shall be increased to reflect Increases
in Average Industrial Wage for each year (or pro rated portion thereof)
from the Transferred Member's Termination Date to the Transferred
Member's Date of Determination; and

(b) the Continuous Service of each Transferred Member shall include the
period of employment with the Purchaser from the Member's Transition
Date to the Member's Date of Determination except for the purpose of
determining Pensionable Service Years, Final Average 3-Year
Pensionable Earnings, and Final Average 3-Year YMPE.

(c) Notwithstanding paragraph (a) above, in the event a Transferred Member
terminates his or her employment with the Purchaser prior to
September 30, 2011, then the retained entitlement of such Transferred
Member under the DB Provisions shall not be increased in accordance
with paragraph (a)."

4. The proper officers of the Company are hereby authorized and directed to file
this resolution with the Canada Revenue Agency and the Financial Services
Commission of Ontario, together with any other documentation required by such
regulatory authorities, and to make such minor revisions as are necessary or
desirable to give effect thereto, and to do all acts and things necessary to
accomplish the foregoing resolutions.

CERTIFIED to be a true and complete copy of the July 25, 2011 Amendment to the
Sears Canada Inc. Registered Retirement Plan, of July 1, 2008.

DATED this 25" day of July, 2011

/

Ismat Mirza, Senior Vice-President
Business Capability and Human Resources

Fi ey

Franco Perugini, Divisional Vice-President
and Corporate Secretary
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Amendment to the A 2009

Sears Canada Inc.

Registered Retirement Plan

February 24, 2009

CERTIFIED to be a true and complete copy of the February 24, 2009 Amendment to the Sears
Canada Inc. Registered Retirement Plan of July 1, 2008.

DATED this 24" day of February, 2009

ﬁ Ly M Gonn JY

Cathy McConnell
Vice-President, Business Capability and Human Resources

Franco Perugini
Divisional Vice-President and Corporate Secretary
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SEARS CANADA INC.

REGISTERED RETIREMENT PLAN

Ransion

WHEREAS Sears Canada Inc. (the “Corporation™) maintains the Sears Canada Inc. Registered
Retirement Plan, as amended (the “Plan™) and has reserved the right to amend the Plan in
accordance with the provisions of Section 1.12.1 thereof:

1. by deleting Section I11.1.1 and replacing it with the following:

Member Contributions
—==Tnber ¢ onfributions
(1) Subject to Section II1.1.3-

(a) each Member who is an Employee may contribute to the Plan, by payroll
deduction, any whole percentage from 1% to 7% of Earnings, as elected
by the Member; and

(b} each Member who is an Employee and has an entitlement under the DB
Provisions as of June 30, 2008, except those employed in Manitoba and
Nova Scotia, may elect 0% contribution byt only as of July 1, 2008.

(2)  Anelection is made by filing with the Company a written notice in the manner
prescribed by the Company within the time prescribed by the Company, A
Member who fails to make an election under (1) above within the time prescribed
is deemed to have elected to contribute 1% of his or her Earnings,

(3) Contributions made under Section I11.1 .1(1}) shall be aliocated to the Member’s
Account,

(4) The initial election of 3 Member who has an entitlement under the DB Provisions
to contribute under (1) above will be made effective July 1, 2008. The initial
election of other Members to contribute under Sectjon (1) above will be made at
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(5)

(6)
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the time the Member enrols in the Plan. Thereafter, a Member may change the
percentage of Earnings contributed effective at any time.

Upon commencement of an unpaid leave of absence under Section .7.1(a) a
Member may cease contributing,

Notwithstanding the foregoing, in order to comply with Section I11.3.1, a Member
shall cease to make contributions as of the end of the payroll period immediately
before December 31 of the calendar year in which the Member attains age 71.

A Member may transfer funds from another registered pension plan that are
locked-in under the Pension Benefits Act or funds that the Member is eligible to
transfer under Section 11.A.11.1 to his or her Account.

by deleting Section I11.1.2(1) and replacing it with the following:

M

Subject to Section II1.1.3, an Employer will make contributions on behalf of
Members who are its Employees in the amount determined below:

Member Contributions: Empiloyer Contribution as
Percentage of Member’s
Contribution:

From 1% to 7% 50%

DATED this 24" day of February, 2009

(3%



@ 1 |RecERio

APk 14 2008
CERTIFIED COPY OF A RESOLUTION OF THE
BOARD OF DIRECTORS OF SEARS CANADA INC. Financiaf Services
Pension Plan Branch

|

WHEREAS the Corporation established a defined benefit pension plan,
known as the Sears Registered Retirement Plan (the “SRRP") and a supplementary
retirement plan providing additional pension benefits to certain members of the SRRP,
known as the Sears Canada Inc. Supplementary Retirement Plan (the “SRP”);

WHEREAS the Sears Canada Inc. Health and Welfare Plan (the “Health
and Welfare Plan"} provides certain post-retirement and short term disability benefits for
eligible members and their beneficiaries;

WHEREAS pursuant to Section 21.1 of the SRRP, Section 7.01 of the
SRP, and Section 12.1 of the Health and Welfare Plan, the Corporation has the authority
to amend the SRRP, the SRP and the Health and Welfare Plan respectively;

WHEREAS by Resolution made on February 5, 2007 (the “Resolution”}
the Board of Directors of the Corporation (the “Board”} authorized:

(i) amendments to the SRRP effective July 1, 2008 to stop the accrual of
Pensionable Service Years and to continue Pensionable Earnings
recognition (as such terms are defined in the SRRP) in the defined benefit
component of the SRRP, and to add a defined contribution component to
the SRAP;

(i} amendments to the SRP effective July 1, 2008 to reflect the changes
made to the SRRP except that the defined contribution component of the
SRRP shall not apply to the SRP; and

(iii} amendments to the Health and Welfare Plan to provide that a Regular
Employee (as such term is defined In the Health and Welfare Plan) must
satisfy the eligibility requirements on or before December 31, 2008, in
order to receive post-retirement benefits, upon retirement, in accordance
with the provisions of the Health and Welfare Plan;

AND WHEREAS Management, with the assistance of external
consultants and legal advisors, has prepared amended plan texts of the SRRP, the SRP
and the Health and Welfare Plan which implement the changes authorized by the
Resolution;

AND WHEREAS the Resolution requires that the amended plan texts of
the SRRP, the SRP and the Health and Welfare Plan shall be subject to approval by the
Human Resources and Compensation Committee and the Board,;

AND WHEREAS Management recommends the approval of the
amended plan texts as presented at this meeting;

. f2
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AND WHEREAS at its meeting held on March 24, 2008, the Human
Resources and Compensation Committee approved the amended texts as presented at
the meeting and recommended that the amended plan texts be approved by the Board.

ON MOTION, duly made and seconded, it was unanimously resolved:

(a) THAT the SRRP as amended and restated as at July 1, 2008 in the form
presented at the meeting, be approved,;

(b) THAT the SRP as amended and restated as at July 1, 2008 in the form
presented at the meeting, be approved;

{c) THAT the tenth amendment to the Health and Welfare Plan in the form
presented at the meeting, be approved; and

(d) THAT proper signatories of the Corporation be authorized to execute and
deliver all such documents as may be necessary or desirable or may be required by
federal or provincial statute or regulation or by related regulatory authorities to give effect
to the foregaing resolution.

Certified to be a true copy of a Resolution passed by the Board of Directors of
Sears Canada Inc. at a meeting duly called and held on the 24th day of March, 2008, at
which a quorum was present and acting throughout, which Resolution is in full force and
effect and is unamended as at the date hereof.

DATED this 7 "day of April, 2008

,7} Tt
FF.F -——

Secretary
Sears Canada Inc.
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CERTIFICATE OF AMENDMENT OF
SEARS CANADA INC.

WHEREAS Sears Canada Inc. (the “Company™) maintains the Sears Canada Inc. Registered
Retirement Plan (the “Plan™) which is registered with the Financial Services Commission of
Ontario and the Canada Revenue Agency (Registration Number 0360065);

AND WHEREAS the Company has reserved the right to amend the Plan pursuant to
Section [.12.1 of the Plan (Right to Amend or Terminate):

AND WHEREAS the Company wishes to amend the Plan to reflect changes to the
Supplemental Pension Plans Act (Quebec);

NOW THEREFORE BE IT RESOLVED THAT:

1. Effective January 1, 2017:

a) Section 11.B.8.3 (Transfer of Total Termination Benefit), is amended to add the
following to the end of that Section:

“Notwithstanding any other provision in this Plan, where a Member who was
employed in Quebec makes an election in accordance with this Section, the
Commuted Value of the benefit shall not be reduced to reflect the degree of
solvency of the Plan and transferred as a single full and final payment. In the event
that the Plan’s degree of solvency is less than 100% and the transfer of 100% of
the Commuted Value of the benefit would require an additional contribution to the
Plan by the Company, the Company may immediately transfer an amount equal to
the Commuted Value of the benefit in proportion to the degree of solvency of the
Plan, with the remainder transferred within not more than 5 years after the date of
the initial transfer or, if earlier, the Member’s Normal Retirement Date.

The Company reserves the sole right to amend the Plan in the future to require the
amount of a Commuted Value transferred to a Member who was employed in
Quebec to be reduced 1o reflect the degree of solvency of the Plan in accordance
with the applicable Pension Benefits Act.”

b) Section II.B.8.8 (Quebec Additional Benefit) is amended to delete the last
paragraph in that Section.
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2. The proper officers of the Company are hereby authorized and directed to file this resolution

with the Canada Revenue Agency and the Financial Services Commission of Ontario,
together with any other documentation required by such regulatory authorities, and to make
such minor revisions as are necessary or desirable to give effect thereto, and to do all acts and
things necessary to accomplish the foregoing resolution.

CERTIFIED to be a true and complete copy of an amendment to the Sears Canada Inc.
Registered Retirement Plan.

DATED this & day of _fan 'ﬂ[l_ia, 2017
SEARS CANADA INC.

e T B

Signature
1

J
/{?’t{/ 52447
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Actuarial Report

' ¥ Hevitt

Sears Canada Inc.

Sears Canada Inc. Registered Retirement Plan

Funding Valuation as of December 31, 2010

RECEIVED
JAN 7% 70%

Financial Syrvices
Pension Plang Branch

To p'rotect the cenfidential and proprietary information included in this material, it may not be disclosed or
provided to any third parties without the approval of Aon Hewitt.
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Preparation of this Actuarial Report

Sears Canada Inc.
Sears Canada Inc. Registered Retirement Plan (the “Plan”)

Registration Number: 0360065

This report has been prepared by Aon Hewitt for Sears Canada Inc. (the "Company”) to present to
management the funded status of the benefits accrued under the Defined Benefit Component of the Plan as
of December 31, 2010 and the funding requirements for the 2011, 2012, and 2013 plan years, unless
superseded by a subsequent valuation. In addition, this report may serve as a source document for
information to meet regulatory filing requirements. More specifically, the purposes of the valuation are to:

m determine the financial position of the Plan on a going concern basis at the valuation date;

m defermine the financial positicn of the Plan on a solvency and hypothetical wind up basis at the valuation
date;

e determine the funding requirements of the Plan for the period covered by this report; and

m provide the necessary actuarial certification required under the Pension Benefils Act (Ontario) and the
income Tax Act (Canada).

The results of this report may not be appropriate for accounting purposes or any other purposes not fisted
above,

Under the Pension Benefits Act (Ontario) and its Regulations, the next funding valuation must have an
effective date no later than December 31, 2013, unless superseded by a subsequent valuation. In
conducting this valuation; we have used member data and plan desigh information provided by the
Company at December 31, 2010, audited financial statements of the pension fund for 2008, 2009, and 2010
prepared by Deloitte & Touche LLP, and the actuarial assumptions and methods described in the Actuarial
Assumptions section of this report.

The following assumptions and methods will be used in this valuation based on the terms of this
engagement and the funding policy developed for this plan:

1’ use of the Unit Credit {Prorated-on-Service) Cost Method,;

m use of the market value of assets adjusted to reflect contributions and benefit payments in transit as of
the valuation date;

& exclusion of indexing in the Solvency Liabilities, as permitted by Ontario law;

® adjustment to the Solvency Assets to reflect impact of using an asset valuation method that recognizes
gainsfiosses over five years;

m adjustment to the Solvency Liabilities to reflect impact of using a discount rate that is an average of
prescribed rates over five years; and

& funding on the basis of minimum requirements by the Company.

Aon Hewitt 04816AV2011 DOCAVIMWI2G  09/2011
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Preparation of this Actuarial Report (continued)

The Company has elected to take advantage of Option 1, under the 2009 Ontario Temporary Solvency
Relief Measures (“Temporary Relief’). This option allows for the following on the first effective date of an
actuarial valuation on or after September 30, 2008 and before September 30, 2011 ("Temporary Relief

Valuation Date”):

B deferral of commencement of new special payments identified in that valuation by one year from the
valuation date;

For the purposes of this valuation, it is our opinion that:
e the membership and asset data on which the valuation is based are sufficient and reliable;

m the assumptions used are appropriate; emerging experience differing from the assumptions will result in
gains or losses which will be revealed in future valuations;

m the methods employed in the vatuation are appropriate.

This report has been prepared, and our opinion is given, in accordance with accepted actuarial practice in
Canada.

Aon Hewitt

William da Silva
Fellow of the Canadian Institute of Actuaries

Claire Norvilie-Buckland
Fellow of the Canadian Institute of Actuaries

September 2011

Ao Hewitt 04816AV2011.DOCAIVIMWIZ0 0912011
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Summary

Following is a summary of the results of this valuation,

Company Funding Requirements
m The table below presents the Minimum Required Company Contribution and Maximur_n Deductible
Company Contribution for each of the plan years covered by this report, after application of Solvency

Funding Relief in the Regulation.

2011 2012 2013
Minimum Required Company Contribution $ o $ 29,342,000 $ 29,342,000
Maximum Deductible Company Contribution’ $ 307,330,000 $ 321,252,000 $ 305,805,000

@ The Plan does not have a Prior Year Credit Balance at December 31, 2010.

Funded Status of Plan Benefits
B The Plan has an Unfunded Accrued Liability of $68,039,000 at December 31, 2010 on a going concern

basis.

e The Plan has a Solvency Deficiency of $205,788,000 and a Statutory Solvency Deficiency of
$96,059,000 at December 31, 2010 on a solvency basis.

m The Company has elected to defer commencement of the amortization of the Unfunded Accrued Liability
and Statutory Solvency Deficiency untif December 31, 2011 in accordance with Option 1 of the
Temporary Solvency Funding Relief measures contained in the Regulation,

m The assets of the Plan would not have been sufficient to cover the liabilities of the Plan if it had been
wound up on the valuation date.

w If the Plan had been wound up at December 31, 2010, the Plan would have had a deficiency of
$307,330,000.

# The Plan had a Transfer Ratio of 0.80 at December 31, 2010. As such, restrictions may be placed on
lump-sum transfers from the pension fund. The restrictions vary by the provincial jurisdiction of the
member.

w The ratio of Soivency Liabilities to Solvency Assets is 0.86 at December 31, 2010 and Solvency Liabilities
exceed Solvency Assets by $205,788,000. As such, the next valuation must have an effective date no
tater than December 31, 2013.

= This report does not reflect the impact, if any, of the Supreme Court of Canada's decision in the
Monsanto case regarding partial plan Wind Ups. As of the filing date of this report, notice has not been
received from the Financial Services Commission of Ontario regarding any partial plan Wind Up (if any) in
respect of the Plan.

1 . . ' I
For a given plan year, the Maximum Deductible Company Contribution is calculated assuming that the Company makes the Minimum
Required Company Contribution for each of the prior pian years covered by this report

Aon Hewitt 1 04816AV2041. DOC/IN/mW/20 092011
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Summary (continued)

m The Canadian Institute of Actuaries (CIA) revised the Practice-Specific Standards for Pension Plans
effective December 31, 2010. Among other things, the CIA Standards require that additional information
be disclosed in the valuation report regarding:

— the effect on the Accrued Liability and the Total Normal Cost of using a discount rate 1% lower
than that used for the Going Concern Valuation;

— effect on the Solvency Liability, of using a discotint rate 1% lower than that used for the
Saolvency Valuation;

— incremental cost on a Solvency Valuation due fo the accrual of benefits in the Plan between
December 31, 2010 and December 31, 2013

Subsequent Events

m The Canadian Institute of Actuaries adopted Revised Standards of Practice for Pension Commuted
Values for effective dates on or after February 1, 2011. The Revised Standards have not been reflected
in the resuits of the Solvency Valuation or the Hypothetical Wind Up Valuation contained herein. These
Revised Standards of Practice will be reflected in the next actuarial valuation.

@ This report does not reflect the impact of the amendment to the Plan with respect to members affected by
the transfer to Thomas Cook travel, since the amendment does not have a material impact on the results
of the valuation.

E To our Knowledge, there have been no other events from December 31, 2010 {the effective date of this
valuation) o the date of this report that would have had a matetial impact on the information provided in
this report,

Aon Hewitt 2 04816AV2011.00CAUVIMWI20  09/2011
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At December 31, 2007

At December 31, 2010

Company Funding Requirements (Annual)—Defined Benefit
Component (in 000's)
Minimum Required Company Contribution’

Year 1

Year 2

Year 3

Maximum Required Company Contribution®
Year 1
Year 2
Year 3

Prior Year Credit Balance

Going Concern Valuation Resuits—Defined Benefit
Component (in 000’s)

Past Service

Actuarial Value of Assets

Less: Accrued Liakility

Equals: Surplus {Unfunded Accrued Liability)
Less: Prior Year Credit Balance

Equals: Statutory Surplus (Unfunded Accrued Liability)
Market Value of Assets

Current Service—Defined Benefit Component (in 000°s)
TFotal Normat Cost

Less: Required Member Contributions

Equals: Company Normal Cost

Defined Contribution Component {in £00’s)
Market Value of Assets

$ 0
$ 0
$ 0
$ 0
$ 0
$ 0
3 0
$ 1,516,353

1,402,281

$ 114,072
e
) 114,072
$ 1,516,353
$ 23,130

: 7225

3 15,925

N/A

3 0
$ 29,342
$ 29,342
$ 307,330
$ 321,252
$ 305,805
$ 0
$ 1,242,732

1,310,771

$ (68,039)
_ 0
$ (68,039)
$ 1,242,732
$ 0*
0
$ 0
$ 103,674

7 After the apptication of Scivency Funding Retief

For a given plan year, the Maximum Deductible Company contribution is calculated assuming that the Company makes the Minitum

Reqmred Gompany Contribution for each of the prior plan years covered by this report

® The Defined Benefit Component of the Plan ceased service accrual effective July 1, 2008. As such there is no Normal Cost as of the

valuation date.

Acn Hewitt 3
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At December 31, 2007

At December 31, 2010

Solvency Valuation Results (in 000°s)

Solvency Assets’ $ 1,512,353 $ 1,238,732
Less: Solvency Liability 1504728 1,444 520
Equals: Solvency Surplus {Deficiency) $ 7,625 3 (205,7881
Plus: Solvency Asset Adjustment c 68,732
Less; Solvency Liability Adjustme;f;i3 0 40,997
Less: Prior Year Credit Batance 0 0
Equais: Statutory Solvency Surplus (Deficiency) $ 7,625 5 (96,058}
Solvency Ratio 1.00 0.86
Hypothetical Wind Up Valuation Results (in 000's}
Hypothetical Wind Up Assets’ $ 1,512,353 $ 1,238,732
Less; Hypothetical Wind Lp Liability 1,548,184 1,546.062
Equatls: Hypothetical Wind Up Surplus {Deficiency) $ (35,831} $ (3G7,330)
Transfer Ratio 0.98 0.80
Personnel information
Number of Members
Active Members 16,013 10,958
JP Morgan Members 319 167
Suspended Members 1,423 244
Deferred Vested Members 259 694
Retired Members 13,247 13,914
Tofal 31,261 25,8978

; Net of estimated wind up expenses of $4,000 000

Adjustment to Sclvency Assets to reflect impact of using an asset valuation method that recegnizes gains/losses over five years; also
reflects present value of special payments in respect of pre-existing special payments, and any going concern unfunded liability
scheduled for payiment between the valuation date and five years from the start of the liquidation pericd after the one year deferral in

3accr.;rd:arzce with opfion 1 under Temporary Relief
Adjustment to Solvency Liability to reflect impact of using an interest rate that is a five-year average of solvency valuation interest
rates over the 60 months immediately proceeding the valuation date

Aon Hewitt 4 04816AV201 1. DOCIVIMW/20 0972011
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Assets and Liabilities

Going Concern Valuation ‘
A Going Concern Valuation is performed to determine the funded status of the Plan and the funding

requirements for the Plan treating the plan as a going concern. Following are definitions of some of the key
terms used in reference to the Going Concern Valuation results.

@ The Actuarial Value of Assets is the asset value used for valuation purposes. Smoothing methods are
sometimes used to smooth investment gains and losses over a certain perfod.

m The Accrued Liability is the actuarial present value of benefits earned in respect of service prior to the
valuation date. The actuary may choose to omit indexing liahilities {i.e. "escalated adjustments”) from the
Accrued Liability as per section 11(1) of the Pension Benefits Act (Ontario). However, if escalated
adjustments are omitted from the Accrued Liabflity, the amount of payment of an escalated adjustment
that is made from the pension fund, to the extent that it has not been refunded, must be included in the
Normal Cost pursuant to section 11{2) of the Regulation to the Pension Benefits Act (Ontario}. The
Accrued Liability is calculated using the Going Concern Valuation assumptions and methods summarized
in the Actuarial Assumptions section of this repott.

® The Surplus (Unfunded Accrued Liability) is the difference between the Actuarial Value of Assets and
the Accrued Liability, Escalated adjustments may be omitted from the determination of the Surplus
(Unfunded Accrued Liability) pursuant to section 11{3) of the Regulation to the Pension Benefits Act

(Ontario).
i The Prior Year Credit Balance is

— the Prior Year Credit Balance stated in the last report or actuarial cost certificate filed or submitted in
respect of the Plan under the Regulation; plus

-— the total amount of contributions made to the Plan by the plan sponsor after the valuation date of the
tast report or actuarial cost certificate filed or submitted in respect of the Plan and before the valuation
date for the report or actuarial cost certificate being prepared; less

— the total minimum amount of contributions required to have been made after the valuation date of the
tast report or actuarial cost certificate filed or submitted in respect of the Plan and before the valuation
date for the report or actuarial cost certificate being prepared if the contributions had been calculated
without reference to any Prior Year Credit Balance.

The plan sponsor may choose to set the Prior Year Credit Balance between nil and the amount as
calculated above, but may not recapture the amount forfeited at any time.

& The Statutory Surplus {Unfunded Accrued Liability} is the difference between the Actuarial Value of
Assets and the sum of the Accrued Liability and the Prior Year Credit Balance.

& The Total Normal Cost is the actuarial present value of benefits expected to be earned in respect of
service for each year starting on the valuation date. Required Member Contributions {if any) are
deducted from the Total Normal Cost to determine the Company Nermal Cost. The Total Normal Cost is
calculated using the Going Concern Valuation assumptions and methods summarized in the Actuarial
Assumptions section of this report.

& Valuation Compensation represents pensionable earnings for all active members under the last
assumed retirement age projected to the year following the valuation date.

Aon Hewitt 5 04816AV2011.DOCAVIMWI20 092011
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Assets and Liabilities {continued)

Going Concern Valuation Results (in 000’s)
The table below presents a sumimary of the Going Concern Valuation resulis for the Defined Benefit

Component, including a breakdown of the Accrued Liability by member group.

At December 31, 2007 At December 31, 2010

Past Service—Defined Benefit Component

Actuarial Value of Assets
Defined Benefit Provision 3 1,516,353 3 1,242,732

Less: Accrued Liability
Cefined Benefit Provision

Active Members $ 706,218 $ 511,730
JP Morgan Members 9,850 5,244
Suspended Members 13,733 7,746
Deferred Vested Members 16,258 28,087
Retired Members 6856 224 757,964
Total $ 1,402,281 $ 1,310,771%
Equals: Surplus (Unfunded Accrued Liability) 3 114,072 $ (68,039}
Less: Prior Year Credit Balance 0 0
Equals: Statutory Surplus (Unfunded Accrued Liability) $ 114,072 $ (68,039)
Adiusted Market Value of Assels $ 1,516,353 3 1,242,732

Current Service—Defined Benefit Component

Total Normal Cost $ 23,150 3 0
Less: Required Member Contributions 7,225 0
Equals: Company Normal Cost 3 15,925 3 0

Aon Hewitt 8 04816AVZ2011.D0C/VIMwI20  09/2041
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Assets and Liabilities (continued)

R

G.oing Concern Valuation Sensitivity Results (in 000°s)

In accordance with the CIA Standards of Practice, the table below presents the sensitivity of the Accrued
Liability and the Total Normal Cost to using a discount rate of 1% lower than that used for the Going

Concern Valuation.

At December 31, 2010

Accrued Liability

Accrued Liability at Going Concern Valuation discount rate $ 1,310,771
Accrued Liability at Going Concern Vaiuation discount rate decreased 1% 3 1,478,375
Effect of 1% decrease in discount rate $ 168,604
Effect of 1% decrease in discount rate {As a percent of Accrued Liability) 12.9%

Note that using a discount rate 1% higher than that assumed could result in a comparable reduction in the
Accrued Liability.

The Defined Benefit Component of the Plan ceased service accrual effective July 1, 2008. As such there is
no Normal Cost.

Aan Hewitt 7 G4816AV2011.DOCAVIMWIZ0  09/2011
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Assets and Liabilities (continued)

Solvency Valuation
A Solvency Valuation is perfarmed fo determine the funded status of the Plan as of the valuation date on a

Wind Up basis reflecting market settlement rates as of the valuation date, but with certain benefits permitted
to be omitted from the liabilities, and the associated additional funding requirements {if any). Following are
definitions of some of the key terms used in reference to the Solvency Valuation resulis.

a Solvency Assets are the market value of pension fund assets adjusted to reflect contributions, benefit
payments, transfers and expenses in-transit at the valuation date.

# The Estimated Wind Up Expenses is an estimate of the administrative and other expenses expected to
be charged against the pension fund if the Plan were to terminate on the valuation date,

B The Solvency Liability is the actuarial present value of benefits earned in respect of service prior to the
valuation date determined as if the Plan were wound up on the valuation date and taking into account
Section 74 of the Pension Benefits Act (Ontario) (i.e. grow-in). in cafculating the Solvency Liability, which
includes plant closure benefits or permanent layoff benefits that would be immediately payable if the plan

sponsor's business was discontinued on the valuation date, the Pension Benefits Act (Ontario) and its
Regulations permit the exclusion of the following benefits:

—any escalated adjustments;

--"excluded plant closure benefits” that the Company elected on November 26, 1992 to exclude;
—"excluded permanent layoff benefits” that the Company elected on November 26, 1992 to exclude;

—special allowances other than those where the member has met all age and service eligibility
reguirements;

—consent benefits other than those where the member has met all efigibility requirements except the
consent of the employer, or in the case of a jointly sponsored pension plan, the consent of the
employer or the administrator;

—prospective benefit increases;

—potential early retirement window benefit values; and

——pension and ancillary benefits payable under a qualifying annuity contract.

The Solvency Liability is determined using benefit entitlements on the assumption that the Plan has
neither a surplus nor a deficit. The Solvency Liability is calculated using the Solvency Valuation

assurnptions summarized in the Actuarial Assumptions section of this report.

H The Solvency Surplus (Deficiency) is the difference between the Solvency Assets {net of Estimated
Wind Up Expenses) and the Solvency Liability.

Aon Hewitt 8 D4816AV2011.DOC/IVMWIZ0  0B/2011
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Assets and Liabilities (continued)

Solvency Valuation (continued)
B The Solvency Asset Adjustment is an adjustment that may be made to the Solvency Assets to reflect:

—— the impact of using an averaging method that stabilizes short-term fluctuations in the market value
of the plan assets calculated over a period of not more than five years; plus

—— the present value of any remaining Special Payments required to liquidate any Statutory Unfunded
Accrued Liability (for service not previously recognized for benefit determination purposes)
established after December 31, 1987; plus

— the present value of any remaining Special Payments other than those above that are scheduled
for payment within five years after the valuation date.

& The Solvency Liability Adjustment is an adiustment that may be made to the Solvency Liability to
reflect the impact of using a Solvency Valuation discount rate for discounting the liability that is the
average of market discount rates calculated over the same period of fime as that used in the calculation

of the Solvency Asset Adjustment.

e The Statutory Solvency Surplus {Deficiency) is the Solvency Surplus {Deficiency), increased by the
Solvency Asset Adjustment, decreased by the Solvency Liability Adjustment, and decreased by the Prior

Year Credit Balance.

@ The Transfer Ratio compares the Solvency Assets, minus the lesser of the Prior Year Credit Balance
and the required Company contribution until the next required valuation (before application of the Prior
Year Credit Balance), to the Solvency Liability and the liability of any excluded henefits {(except for
pension benefits and ancillary benefits payable under a qualifying annuity contract). if the Transfer Ratio
is less than 1.00, iump-sum transfers from the pension fund under Section 42 of the Pension Benefits Act
(Ontario) are limited to the commuted value of the member's pension multiplied by the Transfer Ratio.
The administrator may transfer the entire commuted value if;

—the administrator is satisfied that an amount equal to the transfer deficiency has been remitted to the
pension fund; or

—the aggregate of transfer deficiencies for all transfers made since the last valuation date does not
exceed 5% of the plan assets at that time,

In June 2009, subsection 19 of the Regulations of the Pension Benefits Act (Ontario} was amended and
Paolicy T800-402 was released. The Policy imposes additional restrictions for payment of commuted
values under certain circumstances.

= The Solvency Ratio compares the Market Value of Assets to the Solvency Liability for purposes of
subsections 14(2) and (3) of the Regulations of the Pension Benefits Act (Ontario) to determine the |atest
effective date of the next required valuation.
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Assets and Liabiiities (continued)

Solvency Concerns
Except for certain exclusions which do not apply to this Plan, a report indicates solvency concerns under

the Pension Benefits Act (Ontario) where,
® the ratio of the Solvency Assets to the Solvency Liabilities is less than 0.8; or

& the Solvency Liabilities exceed the Solvency Assets by more than $5,000,000 and the ratio of the
Solvency Assets to the Solvency Liabiiities is less than 0.9; or

8 the employer has elected to exclude piant closure benefits or permanent layoff benefits and this
election has not been rescinded.

Cffective December 31, 2012, a report indicates solvency concerns under the Pension Benefits Act
{Ontario) if the ratio of the Solvency Assets to Solvency Liabilities is less than 0.85. The Pension
Benefits Act {Ontario) allows for early adoption of the above noted test effective immediately.

Where a report indicates solvency concerns, the effective date of the next valuation required to be filed
under the Pension Benefits Act (Ontario) is one year from the valuation date of the valuation that gave
rise to the solvency concerns.

Since the ratio of Solvency Assets to Solvency Liabilities is equal to 0.86, this report does not indicate
solvency concerns.
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Solvency Valuation Results (in 000’s)

The table below presents a summary of the Solvency Valuation results, including a breakdown of the

Solvency Liability by member group.

At December 31, 2007

At December 31, 2010

Solvency Assets
Cefined Benefit Provision
Estimated Wind Up Expenses

Total

L.ess: Solvency Liability
Active Members
JP Morgan Members
Suspended Members
Deferred Vested Members
Retired Members

Total
Equals: Soivency Surplus (Deficiency)
Plus: Solvency Asset Adjustment”
Less: Solvency Liability Adiustment®
Less: Prior Year Credit Balance

Edquals: Statutory Solvency Surplus ( Deficiency)

Soilvency Ratio

$ 1,516,353

(4,060)
$ 1,612,353

Solvency Liability
split by status
not shown in
prior actuary's

vaiuation report

3 7625

3 7,625

1.00

$ 1,242,732
{4,000}

3 1,238,732

$ 533,879
5,625

10,138

32,806

802,072

$ 1444520

$ (205,788)
68,732

(40,997)

0

$ (96,059)

0.86

2, . .
Adjustment to Soivency Assets to reflect impact of using an asset valuation method that recognizes gains/iosses over five years. The
above Solvency Asset adjustment also includes the Special Payments in respect of the going concern unfunded liability scheduled for
payment between the valuation date and five years from the start of the liguidation period affer the one year deferral in accordance

with option 1 under Temporary Relief

Adjustment te Solvency Liabttity to reflect impact of using an interest rate that is a five year average of solvency valuation interest rates

over the 60 months immediately preceding the vakiation date

Aon Hewiitt
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Assets and Liabilities (continued)

Solvency Valuation Sensitivity Results {in 000’s})

In accordance with the CIA Standards, the table below presents the sensitivity of the Sclvency Liability to
using a discount rate of 1% lower than that used for the Solvency Valuation.

As of December 31, 2010

Solvency Liability

Solvency Liability at Solvency discount rates $ 1,444,520
Solvency Liability at Solvency discount rates decreased 1% $ 1,608,064
Effect of 1% decrease in Solvency discount rates $ 162,444
Effect of 1% decrease in Solvency discount rates (As a percent of Soivency Liahility) 11.3%

Note that using a discount rate 1% higher than that assumed could result in a comparable reduction in the
Solvency Liabitity.
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Assets and Liabiiitie's' {continued)

Selvency Valuation incremental Cost

The incremental cost on a solvency basis represents the present value at December 31, 2010 of the
expected aggregate change in the Solvency Liability between December 31, 2010 and December 31, 2013.
The Actuarial Assumptions section of this report provides detail regarding the calculation methodology and
assumptions. An educationai note was published in December 2010 by the Canadian Institute of Actuaries
to provide guidance to actuaries for this calculation. A detailed description of the methodology is shown in
the Justification of Actuarial Assumptions section of this report.

The main purpose of this new disclosure requirement is to provide insight regarding the expected growth in
the Solvency Liability.

Based on accepted actuarial methodology and on these assumptions, the incremental cost on a Solvency
Basis for the period from January 1, 2011 to December 31, 2013 is $(67,417,000).
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Hypothetical Wind Up Valuation

A Hypothetical Wind Up Valuation is performed to determine the funded status of the Plan as of the
valuation date on a Wind Up basis, reflecting market settiement rates as of the valuation date. Uniike the
Solvency Valuation, all benefits are included that would be payable under the postulated scenario that
would maximize benefits. The Hypothetical Wind Up Valuation is determined using benefit entitlements on
the assumption that the Plan has neither a surplus nor a deficit. Contingent benefits are included in the
liabilities that would be payable under the postulated scenario. Assets are set equal fo market value net of
estimated wind up expenses. All assumptions for the Hypothetical Wind Up Valuation are listed in the

Actuarial Assumptions section of the report.

Hypothetical Wind Up Valuation Results

The table below presents a summary of the Hypothetical Wind Up Valuation results inciuding a breakdown

of the Hypothetical Wind Up Liability by member group.

At December 31, 2007

At December 31, 2010

Hypaothetical Wind Up Assets
Defined Benefit Provision
Estimated Wind Up Expenses

Total

Less: Hypothetical Wind Up Liability
Defined Benefit Provision
Active Members
JP Morgan Members
Suspended Members
Deferred Vested Members
Retired Members

Total
Equals: Hypothetical Wind Up Surplus (Deficiency)

Transfer Ratio

% 1,516,353

(4,000)
$ 1,512,353
$ 786,276
(included above}

13,733

18,826

129,349

$ 1548184
'$ (35,831}
0.98

$ 1,242,732
{4,000}

$ 1,238,732

$ 620,553
5,822

10,658

34,054

874,975

PRSESEE S 5.0

$__ 1546062
$ (307,330)

0.80

¥ Includes Active and JP Morgan Members
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Asset Data
The Plan assets are held by RBC Dexia Investor Services Trust. The asset information presented in this

report is based on the audited financial statements of the pension fund for 2008, 2009, and 2010 prepared
by Deloitte & Touche LLP.

Tests of the sufficiency and reliability of the asset data were performed and the results were satisfactory.
The tests included:

B a reconciliation of actual cash flow with expected cash flow from the previous actuarial report; and

@ a reconciliation of any stated benefit payments in 2008, 2009, and 2010 (for retirees, and terminated
and deceased employees) against the financial statements of the pension fund for confirmation of

payments.

Aon Hewitt 15 C4818AV2011 . DOCAV/mw/20 0972011



339
) )

Assets and Liabilities (continued)

Statement of Market Value of Assets (in 000’s)
The table below presents a breakdown of the Market Value of Assets as of December 31, 2010.

Market Value

Asset Category

Cash and Short-Term ‘ $ 31,588 (2.54%)
Equities

Canadian Equities 3 73,854 (5.64%)
Foreign Equities 316,301 (25.45%)
Total $ 390,155  (31.39%)

Fixed Income

Canadian Bonds and Morfgages $ 445,018  (35.82%)
Foreign Bonds 209,632  (16.87%)
Total $ 654,651 (52.69%)
Cther 3 166,338, .. {13.38%)
Total 3 1,242,732 (100.60%)
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Recongiliation of Changes in Market Value of Assets—Defined Benefit Provision (in 000’s)
The table below reconciles changes in the Market Value of Assets between December 31, 2007 and

December 31, 2010 for the Defined Benefit Component of the Plan.

2008 2009 2010
Market Value of Assets, Beginning of Plan Year 1,520,571" 1,283,702 1,256,465
Plugs: Contributions During Plan Year
Member 8,009” 0 0
Company 0 9] Q
Total 8,089 0 G
Less: Benefit Payments During Plan Year
Non-Retired Members® 75,197 41,438 35,440
Retired Members 64,021 88,112 69,788
Total 139,218 109,550 105,228
Less: Trapsfers Out to Fund Employer Required
Contributions to the Defined Contribution
Cormponent of the Pian 11,022 16,061 0
Less: Investment Management Fees,
Administrative Fees, and Other
Expenses 2,724 1,804 2,549
Pilus: Investment Gains (Losses)* {92 604} 100,278 94,044
Equals: Market Value of Assets,
End of Plan Year 1,283,702 1,258,465 1,242,732
Rate of Rettirn {Net of Expenses) -6.54% 8.08% 7.60%

! The market value of assets reported in the audited financial statements at December 31, 2007 of $1,520,571,000 includes an

adiustment for amount receivable of $4,218,000
Member contributions ceased June 30, 2008

3 includes members who have terminated empioyment or died

Realized and unrealized
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Assets and Liabilities (continued)

Development of Adjusted Market Value of Assets—Defined Benefit Provision (in 000’s)
The Adjusted Market Value of Assefs is equal to the Market Value of Assets adjusted to reflect any
contributions, benefit payments transfers and fees in-transit as of the valuation date. The Adjusted Market
Value of Assets as at December 31, 2010 equals $1,242,732,000.

Development of Actuarial Value of Assets—Defined Benefit Provision (in 000’s)
The Actuarial Value of Assets is equal to the Adiusted Market Value of Assets as of the valuation date.
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Development of Asset Gain—Defined Benefit Provision (in 000’s)
The asset gain (loss) is determined by writing up the prior year's Actuarial Value of Assets and cash flow at
the assumed discount rate from the prior valuation and comparing the resulting value to the actual Actuarial

Value of Assets.

2008 2009 2010
Calculation of Expected Actuariai Value of Assets
Actuarial Value of Assets, Beginning of Plan Year 3 1,518,353' § 1,461,777 % 1,416,607
Pius: Adjustment for Amounts Receivable $ 4,218 g (8] % 0
Plus: Contributions In Respect of Plan Year
Member $ 8,099 3 _ 0 % 0
Company 4] 0 0
Total $ 8,099 3 0 $ 0
Less: Benefit Payments In Respect of Plan Year
Nen-Retired Members® $ 75,197 $ 41,438 $ 35,440
Retired Members 84,021 68,112 69,788
Totat $ 135,218 $ 109,550 $ 105,228
Less: Transfers Qut to Fund Employer Required
Contributions to Defined Contribution Component
of the Plan 3 11,022 3 16,081 $ 0
Plus: Expected investment Return - 3 83347 % 80,441 3 78,430
Equals: Expected Actuarial Value of Assels,
End of Plan Year $ 1,461,777 % 1,416,607 $ 1,389,809
Galcutation of Asset Gain (Loss)
Actuarial Value of Assets, End of Plan Year $ 1,242,732
Less: Expected Actuarial Value of Assets,
End of Plan Year § 1,389,809
Equals: Asset Gain (Loss) % (147,077

1 ) i . . :

Reported by prior actuary in the actuarial valuation as of December 31, 2007. Based on unaudited financial statemenis as of
2December 31, 2007

Includes members who have terminated employment or died
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Adjustment to Solvency Assets

The adjustment to Solvency Assets reflects an asset valuation method that recognizes asset gains (losses)
over five years. The development of this adjustment to the Solvency Assets is shown below:

Original {Gain) Loss {Gain) Loss  (Gain) Loss fo
Amount of Admitted in Admitted in  be Admitted in
Year Ending {Gain) Loss Prior Years 2010 Future Years
December 31, 2007 13,100 7,880 2,620 ' 2,620
December 31, 2008 178,075 71,230 35,615 71,230
December 31, 2008 {28,172) (5,634) (5,634) (16,9504)
December 31, 2010 {22,273) N/A (4,455) (t17.818)
$ 28,148 % 39,128
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Assets and Liabilities (continued)

Development of Pension Benefits Guarantee Fund Assessment Base
The development of the Pension Benefits Guarantee Fund (PBGF) liability and PBGF assessment base as

of December 31, 2010 is shown below:

Total Soivency Liability, December 31, 2010 $ 1,444,520,000
Times: Ratio of Solvency Liability for Ontaric Members to

Total Solvency Liability 0.61
Equals: PBGF Liability, December 31, 2010 ' $ 880,705,000
less: Adjusted Market Value of Assets in Respect of

Ontario Members, December 31, 2010 757,677,600
Equals: PBGF Assessment Base, December 31, 2010 $ 123,028,000

Development of the Guarantee Fund Assessment
Number of Ontario Plan Members and Ontario Former Members

and Other Beneficiaries 13,186
Plus: 0.5% of any pottion of the applicable PBGF assessment base that is less than

10% of the PBGF Liability $ 440,352.50
Plus: 1.0% of any portion of the applicable PBGF assessment base that is 10% or

more but less than 20% of the PBGF Liability 349,575.00
Plus: 1.5% of any portion of the applicable PBGF assessment base that is 20% or

more of the PBGF Liability 0
Total $ 803,113.50

The above amount will not exceed $100 per Number of Ontario Plan Members, Former Members and Other
Beneficiaries totalling $1,318,600.

The Guarantee Fund Assessment may be adjusted to the extent that contributions during the plan year are
in excess of the Minimum Required Company Contribution,

New legislation regarding the PBGF fee structure is expected in the near future. Once proclaimed, the
Guarantee Fund Assessment fees are expected to increase.
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Contributions

Excess Surplus
Excess Surplus is defined in Section 147.2(2)(d) of the Income Tax Act (Canada). The Income Tax Act

(Canada) requires that any Excess Surplus first be applied to reduce or eliminate the Company contribution
requirements. Since the calculation of Excess Surplus impacts the development of the Company
contribution requirements, we first show the development of Excess Surplus.

Excess Surplus is defined under the Income Tax Act (Canada), as the portion of Surplus (if any) that
exceeds 25% of the Accrued Liahility (i.e. going concern basis).

Development of Excess Surplus
There is no Excess Surplus in the Plan as of the valuation date.
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Minimum Required Company Contribution
For a plan year, the minimum required company contribution is equal to:

& the Company Normal Cost; plus

m Special Payments toward amortizing any Statutory Unfunded Acerued Liability over 15 years from the
date on which the Statutory Unfunded Accrued Liability was established; plus

m Special Payments toward amortizing any Statutory Solvency Deficiency over five (5) years from the date
on which the Statutory Solvency Deficiency was established; less

B required application of Excess Surplus; less
E permitted application of Surplus, less

u permitted application of Prior Year Credit Balance.

Timing of Contributions
In order to satisty the reguirements of the Pension Benefits Act {Ontario) and its Regulations, contributions
to the fund must be made in accordance with the following rules:

e Required member contributions (if any) must be remitted to the pension fund within 30 days following the
month in which the contributions were received from the member or deducted from his or her

remuneration.

m Company Current Service contributions must be remitted o the pension fund within 30 days after the end
of the month for which the contributions are payable.

e Special Payments must be remitted to the pension fund in the month for which they are payable.
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Contributions (continuecb

Development of Minimum Reguired Company Contribution (in 000’s)
The table below presents the development of the Minimum Required Company Contribution for each of the
plan years covered by this report, after application of Solvency Funding Relief.

Plan Year: 2011 2012 2013

Company Normai Cost $ 0 $ 0 $ 0

Plus: Special Payments Toward Amortizing
Statutory Unfunded Accrued Liability 0 8,977 6,977

Plus: Special Payments Toward Amortizing

Statutory Solvency Deficiency 0 22,365 22,365
Less: Required Application of Excess Surplus ¢ 0 ¢
Less: Permitted Application of Surplus 0 g 0

Equals: Minimum Required Company Contribution,
Prior to Application of Pricr Year Credit
Balance 3 0 $ 28,342 % 29,342

Less: Permitted Application of Prior Year
Credit Balance 8] 0 0

Equals: Minimum Required Company
Contribution $ 0 $ 29,342 $ 29,342
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Contributions (continued)

Maximum Deductible Company Contribution

Under Subsection 8502(b) of the Regulations to the Income Tax Act (Canada), (the “ITA") each Company
contribution made after 1991 in respect of a defined benefit provision of a registered pension plan must be
an eligible contribution pursuant to Section 147.2(2) of the Income Tax Act (Canada).

In a Company’s fiscal year, the following contributions are eligible under Section 147.2 of the Income Tax
Act (Canada).

& the Company Narmal Caost, eligible under Section 147.2(2) subject to certification by the actuary and
approval by the Canada Revenue Agency; plus

e special Payments eligible under Section 147.2(2} up to the amount of the Unfunded Accrued Liability, the
Solvency Deficiency, or the Hypothetical Wind Up Deficiency, whichever is greater, subject to certification
by the actuary and approval by the Canada Revenue Agency; less

& required application of Excess Surplus,

The Company Normal Cost and Special Payments for this Plan will be deductible under Section 147.2(2) of
the Income Tax Act (Canada), subject to the approval of the Canada Revenue Agency.

Note that contributions to a Plan are still permissible and deductible if there is an Excess Surplus, providing
there is simuitaneously a Solvency or Hypothetical Wind Up Deficiency in the Plan or the contributions are
required as minimum contributions under provincial or federal Pension Benefits Standards Act legislation,
pursuant to subsections 8516(2) and (3} of the Regulations to the Income Tax Act (Canada).

One restriction under the Income Tax Act (Canada) is that if there is an Excess Surplus, and a Solvency or
Hypothetical Wind Up Deficiency, the maximum deductible contribution is restricted to the full amount of the
deficiency without allowance for interest or any other contributions such as Company Normal Cost and/or
transfer deficiency payments,

Timing of Contributions
in order to be deductible in a given fiscal year, Company contributions must be made not later than
120 days after the end of the fiscal year.
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Development of Maximum Deductible Company Contribution (in 000’s)

The tabile below presents the development of the Maximum Deductible Company Contribution for each of

the plan years covered by this report.

The Maximum Deductibie Company Coniribution presented in the table below for a given plan year is
calculated assuming that the Company makes the Minimum Required Company Contribution for each of the

prior plan years covered by this report.

Plan Year: 2008 2009 2010
Company Normal Cost $ 0 0 0
Plus: Special Payments Toward Liguidating
Hypotheticai Wind Up Deficiency ™ 307,330 321,252 305,805
Less: Required Application of Excess Surplus 0 g G
Equals: Maximum Deductibie Company
Contribution i 307,330 321,252 305,805

if the Company wishes to make the Maximum Deductible Company Contribution, it is advisable to contact
the plan actuary before making such contribution to ensure that the contribution will be permissible and

deductible and that any regulatory requirements are considered.

i . .
Assumes payment at the beginning of the year. The payment will be adjusted for interest based on the actual payment date

Assumes the Company makes the Minimum Required Company contribution for each of the prior years covered by this repont
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Contributions (continued)

Schedule of Special Payments (in 000’s)
The Special Payments to amortize the Statutory Unfunded Accrued Liability before application of Solvency

Relief are as follows:

Present Value as of

December 31, 2010 of

Present Value as of Special Payments Prior

December 31, 2010 Annual Special Remainihg to December 31, 2016

Effective Date (at 5.50% per year) Payment Years (at 4.53% per year)

December 31, 2010 3 68,039 % 6,613 15 5 29,604

The Speciat Payments to amortize the Statutory Solvency Deficiency, including amounts in the Solvency
Asset Adjustment, before application of Solvency Retlief are as follows:

Present Value as of

December 31, 2010 Remaining
Effective Date (at 4.63% per year) Annual Special Payment Years
December 31, 2010 $ 96,059 _ $ 21,458 5

Option 1 of the Solvency Funding Relief Measures under the Regulations of the Pension Benefits Act
{Ontario), allows the Company to defer the payment of any new Special Payments for twelve months from
its establishment. The Company has chosen to exercise this option.

The Spedcial Payments to amortize the Statutory Accrued Liability and the Statutory Solvency Deficiency,
respectively, after application of Soivency Relief are as follows:

Present Value as of

December 31, 2011

Annual of Payments Prior to

Original Amount at Special Remaining Balance as of December 31, 2016

Effective Date December 31, 2010 Payment Years December 31, 20114 (at 4.53% per year)
December 31, 2011 $ 68,038 § 6,977 15 $ 71,781 $ 31,234
Original Amount at Annual Special Remaining Balance as of

Effective Date December 31, 2010 Payment Years December 31, 2011
December 31, 2011 5 96,059 5 22,385 5 $ 100,121
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Experience

Analysis of Experience (in 000°s)
The table below presents a reconciliation of the change in Surplus (Unfunded Accrued Liability) from

December 31, 2007 to December 31, 2010:

Surplus {Unfunded Accrued Liability}, December 31, 2007 $ 114,072
Pius: Actual Company Contributions During Intervaiuation Period 0
Plus: Actual Employee Comiributions During Intervaluation Period 8,099

Less: Transfers Out to Defined Contribution Component of the Plan During

Intervaluation Period to Fund Employer Required Contributions 27,083
Less: Total Company Service Costs to the DB Component of the Plan During
Intervatuation Period : 23,834
Plus: Interest at 5.75% Per Year 16,163
Equals: Expected Surplus (Unfunded Accrued Liability), December 31, 2007 $ 87,417
Plus: increase (Decrease) Attributable to Actuarial Gains (Losses) Arising from:
Investment Return $  (147,077)
Salary and YMPE increases 35,441
Postretirement Inflation Adjustments 34
Québec Cash Outs on Plan Conversion (13,644)
Retirement {4,046)
Turnover {16,129}
Mortality (1,736)
Data Corrections and Other Miscellaneous 9,327
Total $ {137,830)
Plus: Increase (Decrease) Attributable to Opening Position of Prior Actuary $ 18,157
Plus: Increase (Decrease) Attributable to Changes in Assumptions $ (35.783)
Equals: Surplus {Unfunded Accrued Liability), December 31, 2010 $ (68,039)
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Experience (continued)

Discussion of Actuarial (Gains) Losses

Investment Return
The anhualized rate of returmn earned by the pension fund based on the prior method of calculating the

Actuarial Value of Assets for the three-year period from December 31, 2007 to December 31, 2010 was
8.7% per year. The year-by-year returns are shown in the table below:

Plan Year Rate of Return
2008 -6.54%
2009 8.06%
2010 7.60%

The assumed rate of return for Going Concern Valuation purposes was 5.75% per year. An actual rate of
return fower than the assumed rate resulted in a net actuarial loss of $147,077,000.

Salary and YMPE Increases
The annualized rate of salary increase for members active at both December 31, 2007 and December 31,

2010 for the three-year period from December 31, 2007 to December 31, 2010 was 1.64% per year. The
assumed rate of salary increase for Going Concern Valuation purposes is 4.60% (3.00% plus merit scale)
per year. An actual rate of increase lower than the assumed rate resulted in a net actuarial gain of

$42,127,000.

The annualized rate of increase in Year's Maximum Pensionable Earnings for the three-year period from

December 31, 2007 to December 31, 2010 was 2.60% per year. The assumed rate of increase for Going

Concern Valuation purposes was 3.50% per year. An actual rate of increase lower than the assumed rate
resulted in a net actuarial loss of $6,686,000.

The overall impact of Salary and YMPE increases was a net actuarial gain of $35,441,000.

Postretirement Inflation Adjustments

Fostretirement inflation adjustments granted to eligible members (see Plan Provisions section of this report)
during the invervaluation period were lower than expected based on the assumed increase in Consumer
Price Index during the period. This resulted in a net actuarial gain of $34,000.

Québec Cash Outs on Plan Conversion

Upon closure of the Defined Benefit Provision of the Plan as of June 30, 2008, Québec Members were
alfowed to transfer out the commuted value of their Defined Benefit entitlement pension from the Plan.
There were 478 Québec Members who elected to transfer out their commuted value or to convert it to a
Defined Contribution account balance. The interest rates used to determine these pensions commuted
values and conversion values were lower than the assumed long term rate of valuing their benefits for
Going Concern Valuation purposes. This resulted in a net actuarial loss of $13,644,000.
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Turnover
On termination, members retain their eligibility for early retirement subsidies, including bridge benefits, The

large difference between the long term assumption on Going Concern and the interest rates on termination
prescribed by the CIA Standards of Practice during the invervaluation period exacerbated the losses on
termination. There was an overall loss on tumover of $16,129,000.

Retirement
The provisions of the Plan provide incentives to retire early for members with long service. A loss is

revealed each time a member retires earlier than assumed. The effect of the large number of retirements at
eariier ages than expected was a net actuarial loss of $4,046,000.

Discussion of Changes to Assumptions
Effective December 31, 2009, the following assumptions were changed:

B The mortality table was updated from the 1894 Uninsured Pensioner Mortality Table with projected
mortality improvements to 2015 using Scale AA to the 1994 Uninsured Pensioner Mortality Table with

generational projected mortality improvements.

2 The rate of salary increases was decreased from 3.50% plus merit scale to 3.00% plus merit scale.

B The assumed rate of increase in the Average Industrial Wage was decreased from 3.50% to 3.00% per
year.

& The assumed rates of retirement were updated to reflect plan experience (see Actuarial Assumptions
section of this report).

& The withdrawal table was updated to reflect actual plan experience (see Actuarial Assumptions section of
this report). In addition, the interest rates used to determine the termination liabifities for Going Concern
Valuation purposes have been changed to reflect the interest rates for determining pension commuted
values, in accordance with the Canadian Institute of Actuaries Standards of Practice.

® 1he interest rate for Going Concern Valuation purposes was decreased from 5.75% to 5.50%.

The combined effect of these changes in assumptions increased the Accrued Liability by $35,783,000.
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Personnel information

Member Data
This funding valuation was based on member data provided by the Company as of December 31, 2010.

Tests of the sufficiency and reliability of the member data were petformed and the results were satisfactory,
The tests included:

B a reconciliation of membership status against the membership status at the last valuation. This test was
performed to ensure that all members were accounted for. A summary of this reconciliation follows on the

next page.

B a reconciliation of birth, hire, and participation dates against the corresponding dates provided for the last
valuation to ensure consistency of data.

# a reconciliation of credited service against the corresponding amount provided for the last valuation to
ensure that no member accrued more than 0.5 years of credited service from January 1, 2008 to June
30, 2008 (when members ceased service accrual in the Plan). This test also revealed any members who

accrued less than 0.5 years of credited service.

w a reconciliation of pensionable earnings against the corresponding amounts provided for the last
valuation to identify any unusual increases or decreases {more than 20%).

B\ a reconciliation of accrued benefits against the corresponding amounts provided for the last valuation to
identify any unusual benefit accruals.

@ a reconciliation of any stated benefit payments in 2008, 2009, and 2010 (for retirees, terminated or
deceased employees) against the financial statements of the pension fund for confirmation of the
payments.

& a reconciliation of inactive member benefit amounts against the corresponding amounts provided for the
last valuation to ensure consistency of data,

There was no information missing from the data, so no assumptions were required with respect to such
data.

A copy of a letter from the Company certifying the accuracy and completeness of the member data (and the
plan provisions summarized in this report) is included at the end of this report,
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Reconciliation of Membership Status
The table below reconciles the number of members as of December 31, 2007 with the number of members

as of December 31, 2010 and the changes due to experience in the period.

JP Deferred
Active Morgan Suspended Vested Retired Total
Members, December 31, 2007 16,013 319 1,423 259 13,247 31,261
Changes Due To:
New Entrants 966 - - - - 966
Termination of Membership
Necn-Vested - - - - - -
Vested—Pending (171 (63} 234 - - -
Vested-Deferred Pension (308) {5} (182) 485 ' - -
Vested-Lump-Sum Paid Qut (3,470) {70) (1,161) (N - {4,702}
Québec Cash Out on
Conversion (66) - - - - (66)
Québec Conversion to DC
Account Balance (412} - - - - {412)
Death
No Further Benefits - - - - {968) (968)
Lump-Sum Paid Out (79} 4) - {1) (22) {106)
Surviving Spouse or
Beneficiary - - - - {197} {(197)
New Surviving Spouse or
Beneficiary - - - - 197 197
Retirement {1,520) (11) (87) (56) 1,654 -
Data Corrections 6 1 {3) {2) 3 5
Net Change (5.054) (152} (1,179) 435 667 {5,283}
Members, December 31, 2010 10,859 167 244 694 13,914 25,978
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Personnel Information (continued)

Active Members
Following are some relevant characteristics of the active members’ data as of December 31, 2010. Both

age and service have been determined using completed years and months as of December 31, 2010.
Corresponding data as of December 31, 2007 are shown for comparison purposes,

As of December 31, 2010

Full-Time Part-Time Total
Number . 7,243 3,716 10,859
Average Age 49.9 54.8 516
Average Credited Service 12.0 6.9 10.3
Average Continuous Service 17.2 16.4 16.9
Average Age at Hire 327 38.4 34.7
Average 2010 Valuation Pay’ $ 44,434 $ 28,191 3 38,926

As of December 31, 2007

Full-Time Part-Time Total
Number 9,583 6,430 16,613
Average Age 47.2 51.2 48.8
Average Credited Service 12.6 6.3 10.1
Average Continuous Service 151 12.9 14.2
Average Age at Hire 321 383 348
Average 2007 Pensionable Earnings $ 44 753 $ 27,284 $ 37,738

1 - ; . .
Valuation pay includes pensionable earnings pius thres-year average bonus
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JP Morgan, Suspended, Deferred Vested and Retired Members

Following are some relevant characteristics of the JP Morgan, Suspended, Deferred Vested, and Retired
members’ data as of December 31, 2010. Age has been determined using completed years and months as
of December 31, 2010. Corresponding data as of December 31, 2007 are shown for comparison purposes.

As of December 31, 2010

Average Average Annual

Number Age Pension

JP Morgan Members 167 43.8 $ 3,292
Suspended Members 244 50.7 $ 11,819
Deferred Vested Members 694 46.8 $ 4,088
Retired Members 13,914 738 $ 5,058

As of December 31, 2007

Average Annual

Number Average Age Pension
JP Morgan Members 319 N/A $ NIA
Suspended Members 1,423 4.7 5 4,621
Deferred Vested Members 258 48.9 5 5,563
Retired Members 13,247 729 % 4,720
! Contributions with interest at valuation date.
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Personnel Information (continued)

Distribution of Active Members by Age and Service

The following page shows a distribution of active members by age and service from date of hire (both
determined using completed years and months at December 31, 2010). A key showing the contents of the
age and service breakdown is shown in the upper right-hand corner of the page. All members hired at the

same age lie along the same diagonal line.
Several observations can he made by the user of this distribution, including:

= the number of active members who will become eligible for early or normal retirement benefits in the next
few years,

® the number of active members who continue to work past age 65;
u the number of active members affected by changes in other benefits related to service;

e the nurber of hires per year for all past years who have remained with the Company, and hiring patterns
by age of hire; and

e the distribution of active members by age and service around the median age and median setvice,

Supplementing this age/service distribution are two graphs. The first graph (Distribution of Personnel by
Age) iilustrates the distribution of all active members by five-year age groups, showing average service and
compensation for each group, and indicates separately for each age 55 and over the number of members,

average setrvice, and average compensation.

The second graph (Distribution of Personnel by Expected Service at Age 65) shows the percentage of
active members age 55 and over by expected service at age 65. This second graph can assist in reviewing
the level of retirement benefits these individuals will receive at retirement.
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Yea:s of Service
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Personnel information (continued)

Sears Canada Inc.

Distribution of Personnel by Age
Sears Canada Inc. Registered Retirement Plan

25%

Age: 1519 20-24 2528 30-34 3539  40-44 4540 5054 5550  60-64 85+ Totai
Number ] 20 239 471 736 1,047 1,664 2,356 2200 1597 530 10,059

Average Pay 0 32125 35794 41691 41865 41803 40,708 41755 38311 33322 29844 238926

Average Servica 0.0 50 6.8 §.2 114 14.4 16.1 19.0 19.5 187 18.8 16.9

Detail of Employees 55 & Over

Age 55 56 57 58 50 60 61 52 63 64 65 66+

Number 402 504 478 452 463 355 334 322 315 271 " 144 385

Average Pay 38224 38041 40663 36235 37,191 34120 34462 33157 32162 32,416 . 31070 29388

Average Service  18.4 20.0 1986 19.4 19.9 18.6 17.9 19.2 185 19.1 17.8 19,2
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Personnel Information (continued)

Distribution of Personnel Sears Canada Inc.
By Expected Service At Age 65 Sears Canada Inc. Registered Retirement Plan

(Based Upon Personnel Age 55 And Over)

25%
20%— ]
%15.9%i .

15%—

10% —

10-14 1519 20-24 25-29 30-34 35-39 40-44 45+ Total

Service:

Number 7 198 748 805 735 568 504 338 348 a6 4426

Average Pay 34,028 32,087 32058 32311 32582 33425 35356 40407 52,152 51,869 35497

Average Service
At Age 65 4.2 7.9 12.5 17.5 223 27.4 323 37.4 423 45.0 24.0

* Or Current
Age if Older
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Pian Provisions—Defined Benefit Plan

History Sears Canada Inc., formerly Simpsons-Sears Limited,
established the Supplementary Pension Plan on
January 1, 1871,

The Supplementary Pension Plan was incorpotated into the
Guaranteed Retirement Income Plan from January 1, 1976.

The Guaranteed Retirement Income Plan was incorporated into
and superseded by the Sears Canada Inc. Registered
Retirement Plan on January 1, 1987,

The Sears Canada Inc. Registered Retirement Plan

{the "SRRP") ceased defined benefit service accrual and
introduced a defined contribution provision with effect on and
after July 1, 2008.

Eligibiity Effective July 1, 2008, no new employees may join the Defined
Benefit component of the Plan.

Member Contributions Members ceased contributions to the defined henefit plan
effective July 1, 2008.

Interest is credited on members contributions to the plan prior to
July 1, 2008 according to:

Non-Quebec Members

The average of the yields on 5-year trust company guaranteed
investment cerificates, published in the Bank of Canada Review
as CANSIM Series B14080, over the most recent twelve month
period.

Quebec Members

The average annual rate of return of the fund, less investment
expenses and administrative costs, over the 36 month period
ending at the end of each calendar year guarter.

Aon Hewitt 38 04B16AV2011.DOCAVImwWI20  09/2011



363

Plan Provisions—Defined Benefit Plan (continued)

Normal Retirement
Eligibility

Benefit

The last day of the month in which the member aftains age 65.

Benefit With Respect to SRRP Service on and after
January 1, 1987

The sum of a) and b) multiplied by the Pensionable Service on
and after January 1, 1987 untit July 1, 2008:

a) 1% of the Three-Year Final Average Earnings up to the
Three-Year Final Average YMPE, minus 20% of the
Three-Year Final Average YMPE; PLUS

b} 1.75% of the Three-Year Final Average Earnings in excess
of the Three-Year Final Average YMPE.

Benefit With Respect to GRIP Service before January 1, 1987
For Members not employed in Saskatchewan or Manitoba:
1.758% of the Five-Year Final Average Earmings per year of GRIP
Pensionable Service; MINUS

the “other pension benefits” defined as the sum of a), b) and ¢)
below:

a) the Member's Retirement Security Plan Pension;
b} the Member's Profit Sharing Annuity; and

c) the sum of Old Age Security Benefit plus the Canada
{(Quebec) Pension Plan Benefit, multiplied by the GRIP
Fensionable Service, to a maximum of 40, divided by 40.

For Members employed in Saskatchewan or Manitoba:
1.25% of the Five-Year Final Average Earnings up fo the
Five-Year Final Average YMPE, per year of GRIP Pensionable
Service; PLUS

1.75% of the Five-Year Final Average Earnings in excess of the
Five-Year Final Average YMPE, per year of GRIP Pensionable
Service; MINUS

the “other pension benefits” defined as the sum of a), b) and c)
below:

a) the Member's Retirement Security Plan Pension;

b) the Member's Profit Sharing Annuity; and

¢) the Canada (Quebec) Pension Plan benefit, multiplied by
the GRIP Pensionable Service, to a maximum of 40,
divided by 40,
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Plan Provisions—Deﬁned Benefit Plan (continued)

Normal Form of Pension

Early Retirement
Eligibitity

Benefit

Bridge Benefit
Benefit

Members Without a Spouse af Refirement:
Life Annuity guaranteed for 120 months.

Members With a Spouse af Retirement:
Joint and 2/3 Survivor Pension, guaranteed for 120 months. The

benefit is actuarially equivalent to the pension payable to a
member without a spouse at retirement.

The last day of any month after the member has attained
age 55,

The Normal Retirement Benefit accrued to the early retirement
date, and reduced by:

Continuous Service Reduction

Service<10 % for each month before NRD; plus
% for each month before age 80

10<=Service<25 Y% for each month before age 62; plus
%% for each month before age 60

25<=Service<30 2% for each month before age 60

Service>=30 1% for each month before age 60

In calculating the Early Retirement Benefit with respect to the
GRIP service, the above reduction is not applied to the "other
pension benefits",

For Members not employed in Saskatchewan or Manitoba:
The sum of Old Age Security Benefit plus the Canada (Quebec)
Pension Plan Benefit, muitiplied by the GRIP Pensionable
Service, to a maximum of 40, divided by 40.

For Members employed in Saskatchewan or Manitoba:
0.50% of the Five-Year Final Average Earnings up to the
Five-Year Final Average YMPE, per year of GRIFP Pensionable
Service, reduced by the above Early Retirement Factor; PLUS

The Canada Pension Plan Benefit, muitiplied by the GRIP
Pensionable Service, to a maximum of 40, divided by 40.
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Plan Provisions_—DefiIned Benefit Plan (continued)

Bridge Benefit {continued)
Form of Payment Members Without A Spouse At Retirement:
Temporary annuity payable for the member's lifetime, until

age 65.

Members With A Spouse At Refirement:

Temporary annuity payable for the member's lifetime, untii

age 65. If the member dies prior to age 65, the surviving spouse
wiil continue to receive 2/3 of the Bridge Benefit for his/her
lifetime, until the deceased member would have turned age 65,

Postponed Retirement A member may retire on the last day of any month up to
November 30 of the year he turns age 71.

The Retirement Benefit is the greater of a) and b) below:

a) Normal Retirement Benefit calculated to Actual Retirement
Date.

b} Normal Retirement Benefit calculated using Service to
NRD, and actuarially increased to Actual Retirement Date,

Termination Benefit
Benefit A member who terminates prior fo age 55 is entitled to either his

accrued retirement benefit deferred fo age 65, or to transfer a
lump-sum value of his deferred pension to a locked-in retirement
income equal to the sum of a) and b) below:

(a) the Commuted Value of his deferred pension.

(b} the Member’s excess contributions including accumulated
inferest.

Minimum Transfer Value

The lump-sum value calculated above can not be less than
150% of the Member’s required contributions made before
July 1, 2008, with accumulated interest.

Early Commencement The Termination Benefit is calculated in the same manner as the
Early Retirement Benefit provided that the early retirement
reduction is determined based on the Member's Continuous
Service being deemed fo be the length of the Member's
completed Continuous Service as if the Member had continued
in active employment until his pension commencement date.
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Plan Provisions—Defined Benefit Plan (continued)

Death Benefit
Before Retirement

After Retirement

Postretirement Inflation Adjustment
Eligibility

Commencement

Amount of Adjustment

Supplementary Inflation Adjustment

The Commuted Value of benefit entittement for SRRP service on
and after January 1, 1987 and before July 1, 2008, and for GRIP
service before January 1, 1987, determined as if the member
had terminated immediately prior to death.

Based on the form of pension elected by the member at
retirement.

a) Any Member who retired prior to January 1, 2001 and was
eligible for an immediate pension at the time of retirement.

b} Any Member who terminated after December 31, 2000 and
was eligible for either an immediate or deferred pension on
termination.

¢} Any Benefictary of a Member under a) or b) ahove.

The postretirernent inflation adjustments commence on the
January 1 immediately following the Member's 65" birthday.,

The inflation adjustment equals 75% of the increase in the CP]
over 2%,

The inflation adjustment cannot exceed the lesser of 12% and
the estimated average base pay increases to active employees
in the prior vear.

If the inflation adjustment has been restricted for one or more
years to the maximum, the Company may declare a
supplementary inflation adjustment in any subsequent year, if,
and to the extent that the “maximum percentage increase” for
that year exceeds the percentage increase calculated according
to the maximum formula, with the further restriction that such
supplementary inflation adjustment when added together with all
previous inflation adjustments, shall not exceed the total
cumulative aflowable percentage increases calculated according
te the maximum formula.
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Plan Provisions—Defined Benefit Plan (continued)

Definitions
Pensionabie Eamnings

3-Year Final Average Earnings

5-Year Final Average Earnings

3-Year Final Average YMPE

5-Year Final Average YMPE

inflation Adjusted Career Average
Earnings

The total earnings consisting of wages, salaries, overtime,
bonuses, overwrites, commissions, vacation pay and ilness
allowances. It excludes the value of an Employee's taxable
benefits and any long-term incentives and other elements of
compensation that the Company expressly excludes.

The average of the three consecutive years of highest
Pensionable Eamings during the last ten years of Continuous
Service.

The average of the five years of highest Pensionable Earnings
during the last ten years of Continuous Service,

The average of the Year's Maximum Pensionable Earnings in
the last three years of Continuous Service.

The average of the Year's Maximum Pensionable Earnings in
the last five calendar years of Continuous Service.

The average of the Pensionable Earnings on or after
Janhuary 1, 1987, with each year of earnings adjusted based on
the cumulative change in the Consumer Price Index, excluding
the change in the CP1 in the previous calendar year.

Each inflation adjustment can not exceed the increase in the
Average Industrial Wage during the same period.
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Plan Provisions—JP Morgan Transferred Members

Transition Date Hourly Transferred Members: December 18, 2005
Salaried Transferred Members: January 1, 2006

Retirement Benefit The lifetime and bridge benefits determined based on
Pensionable Service, Earnings, and YMPE at the Transition
Date. Continuous Service continues while employed by the
Purchaser. '

The benefits are increased based on Increases in the Average
Industrial Wage from the Transition Date to the date of
retirement/termination/death, measured by CANSIM [l Series
VI558664.
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Plan Provisions—Defined Contribution Plan
Effective Date ffective July 1, 2008, the DC component was added to the
Plan.
Eligibifity All defined benefit members under the Plan automatically joined
DC plan.
iember Contributions Members may contribute 1% to 7% of earnings.

Members with defined benefit entitlement as of June 30, 2008
(except Manitoba and Nova Scotia) may elect a 0% contribution.

The “default” member contribution if 8 member does not elect a

contribution fevel is 1% of earnings.

Employer Contributions
following tabie:

Employee Empiloyer
0.0% 0.0%
1.0% 0.5%
2.0% 1.0%
3.0% 1.5%
4.0% 2.0%
5.0% 2.5%
8.0% 3.0%
7.0% 3.5%

The Company matches Member Contributions according to the
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Going Concern Valuation Assumptions
The table below summarizes the actuarial assumptions and methods used for the Going Concern Valuation.

Based on the terms of this engagement, best estimate assumptions were used. Any margin for adverse
deviations is explained in the “Justification for Actuarial Assumptions” section following this section.

At December 31, 2007

At December 31, 2010

Demographic Assumptiohs
Retirement Age
Active, Disabled, JP Morgan,
and Suspended Members

Retired Members
Deferred Vested Members

Mortality Rates

Withdrawal Rates
Full-Time
Part-Time

Marital Status
Non-Retired Members

Retired Members

Table A™ following.

Not applicabie.
Age Member elected at Termination.

1994 Uninsured Pensioner Mortality
Table with projected mortaiity
improvements to 2015 using Scale
AA (sex-distinct rate).

Table B following.
Table C*™ following.

80% with spouse at retirement; male
spouses assumed to be three years

Actual marital status and ages are
used.

Table A™" foillowing.

Not applicable.

Age Member elected at Termination.

1994 Uninsured Pensioner Mortality
TFabie with fully generational
projected mortality improvements
{sex-distinct rate).

Table B"" following.
Table C"* following

80% with spouse at retirement; male
spouses assumed to be three years

Actual marital status and ages are
used.
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Actuarial Assumptions (continued)

371

Going Concern Valuation Assumptions (continued)

At December 31, 2007

At December 31, 2010

Economic Assumptions
Discount rate

Salary increases
Full-Time Active, Disabled,
JP Morgan and Suspended
Members
Part-Time Active Members

increases in Year's Maximum
Pensionabte Earnings

increases in ITA Maximum Pension

Increases in Consumer Price Index
Postretirement Benefit Increases

Methods
Actuarial Cost Method

Asset Valuation Method

Miscellaneous
Expenses

Margin for adverse deviations
Contingent Benefits

Benefits Excluded

5.75% per year {net of fees and
expanse).

3.50% per year plus merif. See
Table D foilowing.
3.50% per year plus merit. See
Table E foliowing.

3.50% per year

Actual to 2007, 3.50% per year
thereafter.

2.50% per year.

0.375% per year.

Unit Credit Cost Method (Prorated
on Service).

Market value of assets adjusted to
reflect contributions and benefit

payments in transit as of the
valuation date.

None (included as a deduction from
the discount rate).

None

None.

None.

5.50%" per year {net of fees and
expense, and margin for adverse
deviations).

3.00% per year plus merit. See
Table D foliowing.
3.00% per year plus merit. See
Table E following.

3.00% per year

Actual to 2010, 3.00% per year
thereafter.

2.50% per year.

0.375% per year.

Unit Credit Cost Method (Prorated
on Service),

Market vaiue of assets adjusted fo
reflect contributions and benefit

payments in fransit as of the
valuation date.

Included as a deduction from the
discount rate.

(3.35%

None.

None.

The value of the termination benefits is determined using the rates prescribed for calculating pension commuted values in the CIA
Standards of Practice, As of the Valuation date, these rates are 3.30% per year for ten years, and 5.00% per year thereafter.
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Actuarial Assumptions (continued)
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Solvency and Hypothetical Wind Up Valuations Assumptions
The table below summarizes the actuarial assumptions and methods used for the Solvency and

Hypothetical Wind Up Valuations.

The postulated scenario is of a complete plant shut-down and termination of employment of all members,
and with the Company giving consent for all special early retirement benefits where consent is needed.

At December 31, 20007

At December 31, 2010

Demographic Assumptions
Retirement Age
Active, Disabled, JP Morgan,
and Suspended Members
Retired Members

Deferred Vested Members

Mortality Rates

Withdrawal Rates

Marital Status
Non-Retired Members

Retired Members

Integral age between ages 55 and 65
that generates the highest lump-sum
value.

Not appiicable.

Age Member elected at termination.

1994 Uninsured Pensioner Morﬁélity
Table with projection scale AA to 2015
(sex-distinct rates).

Not applicable.

80% with spouse at retirement; male
spouses assumed {o be three years

Actual marital status and ages are
used,

Integral age between ages 55 and 65
that generates the highest lump-sum
value®,

Not applicable.

Age Member elected at termination.

1884 Uninsured Pensioner Mortality
Table with projection scale AA to 2020
(sex-distinct rates).

Not applicable.

80% with spouse at retirement; male
spouses assumed {o be three years

Actual marital status and ages are
used.

As the Plan already gives benefits on termination simitar {o grow-in {continuous service is deemed to be the length of fime as if the
Member has cantinuad to pensien cornmencement date), we have vakued grow-in benefits for all members.
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Actuarial Assumptions (continued)

373

Solvency and Hypothetical Wind Up Valuations Assumptions (continued)

At December 31, 2007

At December 31, 2010

Economic Assumptions
Discount rate for Solvency Liability
Members in Receipt of or

Eligible for Immediate Pension

Deferred Vested Members
Ali Other Members
Discount rate of Solvency Liability
Adjustment
Members in Receipt of or

Eligibte for Immediate Pension

All Other Members

Postretirement Benefit Increases

Members in Receipt of or Eligible

for immediate Pension

Alt Other Members

4.50% per year.
4.10% per year.

4.75% per year for ten years;
5.00% per year thereafter.

Not Applicable.

Not Applicable.

0.378% per year.

0.25% per year,

4.48% per vear.
4.48% per year.

3.30% per year for ten years;
5.00% per year thereafier.

4.58% per year.

4.34% per year for ten years;
5.36% per year thereafter.

1.00% per year.

G.000% per year for ten years;
0.525% per year thereafter,

Based on the Canadian Institute of Actuaries’ Guidance and information such as pension legislation, Plan
provisions and Plan experience, we have made the following assumptions regarding how the Plan’s
benefits would be settled on Plan Wind Up:

Percent of Liability

Assumed to be Settled By
Purchase of Annuities

Percent of Liability
Assumed to be Settled By
Lump-Sum Transfer

Members Not Retirement Eligibie at
Valuation Date:
Active, Disabled, JP Morgan,

Suspended, and Deferred Vested

Members

Members Currently Retirement Eligibie at

Valuation Date:
Active, Disabled, JP Morgan,

Suspended, and Deferred Vested

Members
Retired Members and Beneficiaries

20%

100%

100%

80%

0%

0%
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Actuarial Assumptioné (continued)

374

S

Soivency and Hypothetical Wind Up Valuations Assumptions (continued)

At December 31, 2007

At December 31, 2010

Methods

Actuarial Cost Method

Asset Valuation Method

Miscellaneots
Wind Up Expenses

Contingent Benefits

Unit Credit Cost Method (Prorated
on Service)

Market value of assets adjusted to
reflect contributions and benefit

payments in transit as of the
valuation date.

54,000,000

None,

Unit Credit Cost Method (Prorated
on Service)

Market value of assets adjusted to
reflect contributions and benefit
payments in transit as of the
valuation date. Market gains and
losses (i.e., the difference between
the actual investment return and the
assumed rate of 5.50% per year) are
phased in over five vears,

$4,000,600.

None.
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Actuarial Assumptions {continued)

375

Table A"

Retirement Rates

Credited Service > 20 years

Age Credited Service < 20 years

54 0% 0%
55 5% 12%
56 5% 10%
57 10% 10%
58 10% 15%
59 10% 15%
60 20% 25%
61 15% 20%
62 15% 20%
63 15% 25%
64 20% 100%
65 100% 100%
66 100% 100%
67 100% 100%
68 100% 100%
6% 100% 100%

Table A°

Retirement Rates

Age Credited Service < 20 years Credited Service > 20 years
54 © 0% 0%
55 10% 15%
56 10% 12%
57 10% 12%
58 10% 15%
59 10% 15%
60 15% 25%
81 15% 15%
62 15% 15%
63 15% 15%
64 20% 25%
85 35% 35%
66 20% 20%
67 20% 20%
68 20% 20%
69 100% 100%
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Table B""

Full-Time Withdrawals Per 1,000 Members

Present Present
Age Male Female Age Male Femalg
15 235 233 35 134 145
16 235 233 36 138 140
17 235 233 37 122 135
18 235 233 38 116 130
19 229 228 39 110 124
20 223 223 40 104 119
21 217 218 41 28 114
22 211 212 42 83 109
23 205 207 43 87 104
24 159 202 44 81 a5
25 193 197 45 75 g3
26 187 192 46 69 88
27 181 187 47 63 83
28 176 181 48 57 78
29 170 176 49 51 73
30 164 171 50 45 67
31 158 166 51 30 82
32 152 161 52 33 57
33 146 156 53 27 52
34 140 150 54 21 47
55 and over 0 0
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Table B
Fuli-Time Withdrawals Per 1,000 Members
Present Present
Age Male Female Age Male Female
15 17 117 35 67 73
16 17 117 36 64 70
17 117 117 37 61 67
18 117 117 38 58 65
19 114 114 39 55 62
20 111 1114 40 52 50
21 109 109 41 49 57
22 106 106 42 46 54
23 103 104 43 43 52
24 100 101 44 40 49
25 97 98 45 37 47
26 94 36 46 34 44
27 91 93 47 31 42
28 88 91 48 29 39
29 85 88 49 26 36
30 82 86 50 23 34
31 79 83 51 20 31
32 76 80 52 17 29
33 73 78 53 14 26
34 70 75 54 14 23
55 and over 0 0
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Actuarial Assumptions {continued)
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Table C"®
Part-Time Withdrawals Per 1,000 Members
Present Present
Age iale Female Age Male Female
15 264 285 35 200 189
16 294 285 38 194 183
17 294 285 37 189 178
18 204 285 38 183 172
19 288 279 39 177 166
20 283 273 40 172 161
21 277 268 41 166 185
22 272 262 42 161 149
23 266 257 43 155 144
24 261 251 44 150 138
25 255 245 45 144 133
28 250 240 46 139 127
27 244 234 47 133 121
28 239 228 48 128 116
29 233 223 49 122 140
30 227 217 50 116 104
31 222 211 51 111 99
32 216 206 52 105 g3
33 211 200 £3 100 87
34 205 195 54 94 82
55 and over 0 4
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Table ¢
Part-Time Withdrawals Per 1,000 Members
Present Present
Age Maie Female Age Male Female
15 196 160 35 133 126
16 195 150 36 129 122
17 196 180 37 126 118
18 196 190 38 122 115
19 192 186 39 118 1114
20 189 182 40 115 107
21 185 179 41 111 103
22 181 175 42 107 100
23 177 171 43 104 96
24 174 167 44 100 92
25 170 164 45 96 a8
26 166 160 46 g2 85
27 163 156 47 89 81
28 159 152 48 85 77
29 155 148 49 81 73
30 152 145 50 78 70
3 148 141 51 74 66
32 144 137 52 70 62
33 141 133 53 67 58
34 137 130 54 83 55
55 and over 4] 0
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Actuarial Assumptions (continued)

Table D

Full-Time Merit Increases
Present Present
Age Unisex Age Unisex
15 5.60% 35 2.50%
16 5.60% 36 2.36%
17 5.60% 37 2.22%
18 5.60% 38 2.08%
19 5.60% 39 1.94%
20 5.80% 40 1.80%
21 5.60% 41 1.64%
22 5.60% 42 1.48%
23 5.60% 43 1.32%
24 5.60% 44 1.16%
25 5.00% 45 1.00%
26 4.74% 45 0.90%
27 4.48% 47 0.80%
28 4.22% 48 0.70%
29 3.96% 49 0.60%
30 3.70% 50 0.50%
31 3.46% 51 and over 0.00%
32 3.21%
33 2.97%
34 2.73%
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Actuarial Assumptions (continued)

Table E
Part-Tirne Merit Increases

Present Present
Age Unisex Age Unisex
15 2.06% 40 1.71%
16 2.06% 41 1.69%
17 2.06% 42 1.67%
18 2.06% 43 1.64%
19 2.06% 44 1.62%
20 2.06% 45 1.60%
21 2.08% " 46 1.57%
22 2.06% 47 1.55%
23 2.06% 48 1.63%
24 2.06% 49 1.50%
25 2.06% 50 1.48%
26 2.04% 51 1.46%
27 2.01% 52 1.43%
28 1.99% 53 1.41%
29 1.97% 54 1.39%
30 1.94% 55 1.41%
31 1.92% 586 1.37%
32 1.90% 57 1.34%
33 1.87% 58 1.30%
34 1.85% 5% 1.27%
35 1.83% 80 1.23%
36 1.80% 61 1.20%
37 1.78% 62 1.16%
38 1.76% 63 1.13%
39 1.73% 64 1.09%
65 1.06%
66 1.02%
67 and over 1.00%
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Actuarial Assumptions (continued)

g

Justification of Actuarial Assumptions—Going Concern Valuation

Retirement Age ‘
Retirement rates are typically developed taking into account the past experience of the Plan. Accotdingly,

the rates of retirement have heen developed as our expectation of the best-estimate rates of retirement
based on the plan provisions and plan experience in recent years..

The Plan has heavily subsidized early retirement provisions, especially for members with long service. The
Plan also provided a temporary bridge pension. Accordingly, pension commencement age is an important
factor in Plan costs. Plan experience between 2008 and 2010 indicates that the old retirement table may
have heen too weak at earlier ages. The experience also indicated that a large number of members were
choosing to defer retirement past age 65. We expect to see this trend continue as members with a larger
portion of their total retirement benefit under the Defined Contribution Component of the Plan approach

retirement.

Based on plan experience we have increased the expected rates of retirement at the earlier ages, and have
extended the table past age 65. The new retirement age table is shown in the Actuarial Assumptions

section of this report.

Mortality Table
The 1994 Uninsured Pensioner Mortality Table reflects the mortality experience as of 1994 for a large

sampie of North American pension plans. Applying generational projection, using scale AA provides
allowance for improvements in mortality after 1994 and is generally considered reasonable for projecting
maortality experience into the future. This table is commonly used for valuations whete the mortality
expetience of the membership of a plan is insufficient to assess plan specific experience and where there is
no reason to expect the mortality experience of the plan to differ significantly from that of other pension
plans. Both of these are true for this plan and, therefore, the use of this mortality table is considered
reasonable.

Termination of Employment

On termination, members retain their eligibifity for early retirement subsidies, including the temporary bridge
benefit. Plan experience between 2008 and 2010 indicates the old termination assumption was too weak at
all ages. Actual plan termination experience was 2-3 times more than expected for full-time members, and
somewhat less pronounced for part-time members,

Based on the plan experience, we have increased the expected rates of termination at all ages for bath full-
time and part-time members. The new termination table is shown in the Actuarial Assumptions section of
this report.

Option Elections on Termination
We have assumed 100% of members will elect a deferred annuity on termination.

Percentage with Spouse and Spousal Age Difference

This assumption is only relevant to the valuation of benefits payable for retirements, if there is a subsidized
Joint and Survivor benefit available for members with a spouse. The Plan does not subsidize the Joint and
Survivor lifetime benefit payable to members on retirement, The temporary bridge benefit has a Joint and
Survivor subsidy but makes up a small portion of a member’s overall benefit. The spousal age difference
was based on broad population statistics.

The spousal partner assumption has very little impact on the valuation results,
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Actuarial Assumptions (continued)

Justification of Actuarial Assumptions—Going Concern Valuation (continued)

Discount Rate '

The discount rate refiects the best estimate of the rate of return on the pension fund assets, net of
investment expenses and Plan fees of 0.20%, less a 0.35% margin for adverse deviations. The resulting

rate of return is 5.50%, when rounded to the nearest quarter percent.

The best-estimate rate of return was developed using best-estimate returns for each major asset class in
the Plan's target asset mix and then using a buiiding block approach, based on the plan's investment policy,
to develop an overall best-estimate rate of return for the entire pension fund. Any active management gains
are assumed to be offset by active mahagement expenses,

The rate of return has been established based on the Company’s investment policy, funding policy and
ohjectives. There may be some barriers to achieving this return such as inflation higher than expected,
asset returns lower than expected, and assets and liabilities that are mismatched. The discount rate
reflects the Company’s investment policy combined with a margin for adverse deviations so as to account

for the variables mentioned above.

Non-Investment Expenses
The discount rate was established with an adjustment of .20% for investment and non-investment

expenses.

Inflation .
The assumption reflects a rate of approximately 2.50% implicit in the market yields of Government of

Canada reai return and nominal return bonds as at the valuation date.

Productivity Growth
We have assumed productivity growth in the Canadian economy will be 0.50% per annum. The assumption
reflects our best estimate, which is consistent with historical productivity growth.

Increases in the YMPE
We have assumed future increases to the YMPE will be 3.00% per annum. The assumption reflects an
assumed rate of inflation of 2.50% per annum plus an allowance of 0.50 % per annum for the effect of

productivity growth in the Canadian economy.

Increases in the Income Tax Act {Canada) Maximum Pension

The Income Tax Act (Canada) maximum pension is scheduled to increase from its 2010 level of $2,494.44
per year of service to $2,552.22 per year of service in 2011, after which we have assumed future increases
of 3.00% per annum. The assumption reflects an assumed rate of inflation of 2.50% per annum plus an
allowance of 0.50% per annum for the effect of productivity growth in the Canadian economy.

Salary Increases

We have assumed future salary increases will be 3.00% per annum plus merit and promotion increases.
The assumption reflects an assumed rate of inflation of 2.50% per annum plus an allowance of 0.50% per
annum for the effect of productivity growth. In addition to the base rate, we assume rates of increase as a
result of individual employee merit and promotion based on a scale which varies by age as shown in Tables
D and E of the Actuarial Assumptions section of this report. The merit and promotion scale is based on plan
experience, as developed by the prior actuary. We will continue to monitor the plan expetience in the next
few years to determine if these rates remain apptopriate.
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Actuarial Assumptions (continued)

Justification of Actuarial Assumptions—Going Concern Valuation (continued)
Interest Credited on Member Contributions
Interest is credited on member contributions at 5.50%. The assumption reflects the expected long term

return on assets.

Margin for Adverse Deviations

The actuary has discussed the Plan's experience with the Company and compared it to the expected
experience, This review indicates that there is a need for use of margin for adverse deviations. The margin
for adverse deviations incorporated in the assumptions reflects this review. The actuary has discussed with
the Company the implications of incorporating margin for adverse deviations and the Company is fully
cognizant and supports incorperating margin for adverse deviations.

The discount rate assumption reflects an expficit margin for adverse deviations of 0.35%,
Asset Valuation Method Considerations

Market Value, adjusted for in-transit cash flows, was used as the actuarial value of assets for this valuation.
This method is unchanged from the previous valuation,
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Justification of Actuarial Assumptions—Solvency and Hypothetical Wind Up

Valuations
Benefits Valued

Solvency Valuation

Hypothetical Wind Up Valuation

Vesting

Consent Benefits

Grow-in Benefits

Exclusions

Indexing

We have treated all accrued benefits as
vested on Plan Wind Up.

Mone.

As the Plan already gives benefits on
termination similar to grow-in (confinuous
service is deemed to be the length of time
as if the Member has continued to pension
commencement date), we have valued
grow-in benefits for all members.

None.

We have not valued indexation, in
accordance with legislation,

We have treated all accrued benefits as
vested on Plan Wind Up.

None,

As the Plan aiready gives benefits on
termination similar to grow-in (continuous
service is deemed to be the lengih of time as
if the Member has continued to pension
commencement date), we have valued grow-
in benefits for all members.

None.

Post-retirement indexation has been valued
on hypothetical wind up.

Method of Benefit Settlement
We have assumed that all Plan benefits would be settled on Plan Wind Up either by purchase of single
premium annuities or by lump-sum transfer (including payment in cash).

We have set the following assumptions based on guidance prepared by the Canadian Institute of Actuaries
Committee on Pension Plan Financial Reporting (“PPFRC”) in the Educational Note Assumptions for
Hypothetical Wind Up and Solvency Valuations with Effective Dates Between December 31, 2010 and

December 30, 20171 (“CIA Guidance”) released on May 10, 2011.

u For benefit entittements that are expected to be settled by purchase of annuities, we based the
assumptions on information compiled by the PPFRC from insurance companies active in the group
annuity market. For this purpose, we have assumed a total premium of at least $15 million.

& For benefit entitlements that are expected to be settled by lump-sum transfer, we based the assumptions
on the Canadian Institute of Actuaries Standards of Practice for Determining Pension Commuted Values,
effective April 1, 2009, using rates corresponding to a valuation date of December 31, 2010.
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Actuarial Assumptions (continued)

386

Justification of Actuarial Assumptions—Solvency and Hypothetical Wind Up

Valuations (continued)
Assumptions

Members in receipt of, or eligible for, immediate pension:

Discount rate:
4.48% per year

Postretirement Mortality:
1994 Uninsured Pensioner Mortality Tabie with
projection scale AA to 2020 (sex-distinct rates)

Discount rate for Solvency Liability Adjustment:
4.58% per year

Pension Commerncement Age:
Age on valuation date

We have assumed these benefits would be settled
by purchase of immediate non-indexed annuities.

The ClA Guidance states that the combination of the
discount rate and mortality assumption are believed
to provide a reasonable proxy of annuity purchase
rates on the valuation date.

The discount rate used to calculate the Solvency
Liability Adjustment is a smoothed discount rate,
being the average of the monthly discount rates of
the past five years.

All other members for whom benefits are assumed to be settled by purchase of annuities:

Discount rate:
4.48% per year

Postretirement Mortality:
1994 Uninsured Pensioner Mortality Table with
projection scale AA to 2020 (sex-distinct rates)

Discount rate for Solvency Liability Adjustment:
4.58% per year

Pension Commencement Age:
integer age between 55 and 65 that produces the
highest value

We have assumed these benefits would be settled
by purchase of deferred non-indexed annuities.

The CIA Guidance states that the combination of the
discount rate and mortality assumption are believed
to provide a reascnable proxy of annuity purchase
rates on the valuation date.

The discount rate used to calculate the Solvency
Liability Adjustment is a smoothed discount rate,
being the average of the monthly discount rates of
the past five years.
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Actuarial Assumptions (continued)
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Justification of Actuarial Assumptions-—Solvency and Hypothetical Wind Up

Valuations (continued)
Assumptions (continued)

All members for whom benefits are assumed to be settled by lump-sum transfer or cash:

Discount rate:
first 10 years: 3.30% per year
thereafter: 5.00% per year

Postretirement Mortality:
1994 Uninsured Pensioner Mortality Table with
projection scale AA to 2020 {sex-distinct rates)

Discount rate for Solvency Liability Adjustment:

first 10 years: 4.34% per year
thereafter: 5.36 % per year

Pension Commencement Age:

Active members and disabled members accruing
benefits: Integer age between 55 and 65 that
praduces the highest value

Deferred Vested members: Age 65

Retired members and surviving spouses; age on
valuation date

Assumptions Not Needed

The discount rate used to calculate the Solvency
Liability Adjustment is a smoothed discount rate,
being the average of the discount rates over the 80
months ending December 31, 2010.

The following are not relevant to the Solvency or Hypothetical Wind up Valuation:

m Disability Rates

Plan Wind Up Expenses

Plan Wind Up expenses would normally include such items as fees related to preparation of the actuarial
Wind Up report, fees imposed by a pension supervisory authority, legal fees, administration, custodial and
investment management expenses. We have assumed these fees would be $4,000,000. We have not
made an allowance for expenses related to surplus or deficit resolution. We have assumed that the
Company will still be solvent on the wind up of the plan.

Calculation of Special Solvency Payments

We used a discount rate of 4.53% to calculate the special payments hecessary to liquidate the solvency
deficiency. This rate is a weighted average based on the relative proportions of benefit entitlements that are
expected to be settled by purchase of annuities and lump-sum transfer.
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Actuarial Assumptions {continued)

Justification of Actuarial Assumptions—Solvency and Hypothetical Wind Up

Valuations (continued)
Calculation of Solvency Valuation Incremental Cost

The Solvency Incremental Cost represents the present value, at the valuation date (time 0), of the expected
aggregate change in the Solvency Liability between time 0 and the next valuation date (time t), adjusted
upwards for expected benefit payments between time 0 and time t.

The detailed calcuiation methodology is as foilows:

A projected Solvency Liability at time 1, discounted to time 0, allowing for, if applicable to the pension plan
being valued:

expected decrements and related changes in membership status between time 0 and time t,

accrual of setvice to time t,

expected changes in benefits to time ¢,

—  a projection of pensiocnabie earnings to time t,
Minus
The Solvency Liability at time 0.

Plus
The present value at fime 0 of expected benefit payments between time 0 and time §, discounted to time 0,

The projection caleulation takes info account the following assumptions and additional considerations:

—  The assumptions for the expected benefit payments and decrement probabilities, service
accruals, and projected changes in benefits and/or pensionable earnings would be consistent with
the assumptions used ifor the pension plan’s Going Concern Valuation as recommended by the
Canadian Institute of Actuaries guidance.

—  The assumptions used to calculate the projected liability at time t are consistent with the
assumptions for the Soclvency Liability at fime 0, assuming that discount rates remain at the levels
applicable at time 0, that the select period is reset at time t for discount rate assumptions that are
select and ultimate and that the Standards of Practice for the calculation of commuted values and
the guidance for estimated annuity purchase costs in effect at time 0 remain in effect at time t,

- Aclive and inactive plan members as of time 0 are considered in calculating the incremental cost,
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Actuarial Assumptions (continued)

Justification of Actuarial Assumptions—Solvency and Hypothetical Wind Up
Valuations (continued)

Methods

Actuarial Cost Method

Unit Credit {Prorated on Service) Cost Method.

Asset Valuation Method _
Market value of assets adjusted to reflect contributions and benefit payments in transit as of the valuation
date. Market gains and losses (i.e., the difference between the actual investment return and the assumed
Going Concern Valuation discount rate) are phased in over five years.
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Actuarial Assumptions (continued)

Discussion of Actuarial Assumptions and Methods

Ultimate Cost
The ultimate cost of a pension plan can be measured only when the obligation to all members has been

fully discharged. The cost will then be:

The benefits paid from the plan
plus
administrative expenses
less
investment gains
plus
investment losses.

The actuarial process assigns pension costs to the current year by estimating, based on both cutrent and
future service, the benefits to be paid to current Plan members, These estimates are determined through an
actuarial valuation which uses three basic elements to project payments from the Plan:

a Benefit provisions of the Plan;
m Data on the present workforce, terminated vested, and retired members; and

# Credit predictions (i.e., actuarial assumptions) about the future as it applies to this workforce.

Actuarial Assumptions

The first step in the actuarial process is to determine the magnitude of the pension liability by determining
the benetits expected to be paid. To determine how many members will become eligible for benefits, what
benefits will be paid, and how long benefits will be paid, it is necessary to make some economic and
demographic predictions {usually called actuarial assumptions) such as:

B An assumed refirement age predicting when members will begin to receive retirement benefits:

@ A mortality rate predicting the number of members who will die before retirement and the duration of
benefit payments after retirement;

8 A withdrawal rate predicting the number of members who will leave the workforce before retirement
(sometimes certain kinds of withdrawals, such as disabilities, are predicted separately); and

& If the benefits are based on compensation, an assumed rate of pay increases predicting members’
compensation in future years.
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Actuarial Assumptions (continued) "

These assumptions are applied to the data for each member to predict the amount of henefits expected to
be paid each year in the future. The total future benefit payments in each year are then discounted at a
selected discount rate to determine the current amount which, with future investment return, will be
sufficient to pay the expected benefits as they become payable. The discounted payments are usually
called the present value of future benefits.

Total Future Benefit Payments ' [

Future Investment
Return

Present Value of Future Benefits

Actuarial Cost Method

The actuarial methad is the mathematical process which determines the contributions required to pay for
the present value of future benefits, by allocating costs to the years of a member's career. Some costs are
alfocated to future years in a member's career (future service liability) and other costs are allocated to past

years (past service liability}.

( Total Future Benefit Payments 1

Future Investment

Present Value of Future Benefits
Return

Future Service Past Service
Liability Liability

There is a fair amount of flexibility in this allocation of costs between future and past. Some methods assign
relatively little cost to past years in a member's career, others assign a more significant portion to the past.
All methods produce aflocations of contributions which will accumulate to an amount sufficient to provide
the benefits at retirement. However, the varicus methods produce widely different allocation of contributions
to past and future employment.

Usual terminclogy refers to the future allocation as the present value of future Normal Costs and the past
allocation as the accrued fability.

Aon Hewitt a8 04816AV2011.D0CIVIMwi20 0972011



392

]

}
Actuarial Assumptions (continued)
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The portion of the accrued liability which is not covered by the assets of the Plan is called the unfunded
accrued liability. The value of the assets used in the actuarial process must take into account fair market
value, but this may be done in a way which eliminates much of the short-term fluctuation of market value
from one valuation to the next.

| Total Future Benefit Payments |

Future investment Present Value of Future Benefits

Return
Future Service Past Service
Liability Liability
Present Value of Future Unfunded Accrued Assets
Nermal Costs Liability

For the current year, the method produces a Normal Cost. Payment of the Normal Cost each year would
eventually discharge all future service liability.

The unfunded accrued liability must also be discharged, and this is done by an amortization payment. The
amortization payment is flexible, and may be increased or decreased within certain allowable bounds. The
sum of both the normat cost and the amortization payment is the current year's pension cost.

Total Future Benefit Payments |

Future | t: t
re investmen Present Value of Future Benefits

Return
Future Service Past Service
Liability Liability
Present Value of Future Unfunded Accrued Asset
Normal Costs Liability SSets
Current Service Amortization
Cost Payment

Current Year's
Contribution

Aon Hewitt 69 04816AV2014.DOC/IVImW/20  08/2011



. 393
RN
| g

Actuarial Assumptions (continued)

Valuations to determine confributions to the Plan use either the Unit Credit Cost Method or the Unit
Credit (Prorated-on-Service} Cost Method or the Unit Credit (Prorated-on-Benefits) Cost Method. Ali

of these methods are described below.

Unit Credit Cost Method
Under this actuarial cost method, the cost attributed to past service/membership is based on the period of

service/membership actually earned to the valuation date. The cost atfributable to the current year's
service/membership is based on the period of service/membership expected to be earned for the year

starting from the valuation date.

" @ The Total Normal Cost is determined equal to the present value of the benefit expected to be earned in
the year starting from the valuation date.

& The Accrued Liability, Solvency Liability, and Hypothetical Plan Wind Up Liability are determined
equal to the present value of the benefit actually earned to the valuation date, based on the assumptions
used for the going concern, solvency, and hypothetical plan Wind Up valuations respectively.

2 The sum of such values for alt members determines the Total Normal Cost, the Accrued Liability, the
Solvency Liability, and the Hypothetical Plan Wind Up for the Plan.

@ Future assumed pay increases are reflected in the Accrued Liability and Total Normal Cost for final
average pay plans.

e VWhere member contributions are required, the calculation of the Total Normal Cost and the Accrued
Liability reflect the application of the "100% rule” and/or "50% rule” as appropriate.

The calculations for any disability, termination or death benefits take into consideration that the entittement
to benefits may begin at various future times. Each age prior to retirement has associated with it appropriate
probabilities of disability, termination, and death.
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Actuarial Assumptions (continued)

Unit Credit (Prorated-on-Service} Cost Method
Under this actuarial cost method, the cost attributed to past seivice/membership and the current year's

service/membership are determined by prorating over all years of service/membership the benefits
expected to be paid upon normal retirement under this method.

B The expected pension benefit (based on past and future service/membership} at normal retirement is
“determined for each member.

= The Total Normal Cost is determined equal to the present value of the current year's portion of the
member's expected pension benefit. The current year's portion is equal to the expected pension benefit
times the ratio of one (1) to the number of years of servicefmembership from the member’s date of hire to

his Normal Retirement Date.

m The Accrued Liability is determined equal to the present value of the past year's pottion of the
member’s expected pension benefit. The past year's portion is equal to the expected pension benefit
times the ratio of the number of years of service/membership from the member’s date of hire to the
valuation date to the number of years of service/membership from the member's hire date to his Normal

Retirement Date.

®m The sum of such values for all members determines the Total Normal Cost and the Accrued Liability for
the Plan.

B Future assumed pay increases are reflected in the Accrued Liability and Total Normal Gost for final
average pay plans. '

e Where member contributions are required, the calculation of the Total Normal Cost and the Accrued
Liability reflect the appiication of the "100% rule” and/or "50% rule” as appropriate.

The caiculations for any disability, termination, or death benefits take into consideration that the entitlement
to benefits may begin at various future times. Each age prior to retirement has associated with it appropriate
probabilities of disability, termination, and death.
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Actuarial Assumptions (continued)

Unit Credit {Prorated-on-Benefits) Cost Method
Under this actuarial cost method, the cost attributed to past benefits and the current year's benefit are
determined by prorating over the total benefits expected to be paid upon normal retirement under this

method.

= The expected pension benefit (based on past and future benefits) at normal retirement is determined for
each member.

& The Total Normal Cost is determined equal to the present value of the current year's portion of the
member’s expected pension benefit. The current year's portion is equal to the expected pension benefit
times the ratio of the benefit expected to be earned in the year starting from the valuation date to the total
benefits earned from the member's date of hire to his Normal Retirement Date.

m The Accrued Liability is determined equal to the present value of the past year's pottion of the
member's expected pension benefit. The past year's portion is equal to the expected pension benefit
times the ratio of the benefits earned from the member’s date of hire to the valuation date to the benefits
earned from the member’s hire date to his Normal Retirement Date.

m The surn of such values for all members determines the Total Normal Cost and the Accrued Liability for
the Plan.

m Future assumed pay increases ate reflected in the Accrued Liability and Total Normal Cost for final
average pay plans.

m Where member contributions are required, the calculation of the Total Normal Cost and the Accrued
Liabifity reflect the application of the “100% rule” andfor "50% rule” as appropriate.

The calculations for any disability, termination, or death benefils take into consideration that the entitlement
to benefits may begin at various future times. Each age prior to retirement has associated with it appropriate
probabilities of disability, termination, and death.
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Cost Certificate

Sears Canada Inc.
Sears Canada Inc. Registered Retirement Plan (the “Plan”)

Registration Numbers: 0360065

This cost certificate is intended to cover the period from December 31, 2010 to December 31, 2013, unless
superseded by a subsequent valuation.

On the basis of data that we consider sufficient and reliable, we have prepared a valuation as of
December 31, 2010, and we hereby certify that.

& Since the Defined Benefit Component of the Plan ceased service accrual effective July 1, 2008, the
estimated Company cost of benefits for current service in the plan year beginning December 31, 2010 Is nil.

w The Plan has an Unfunded Accrued Liability of $68,039,000 at December 31, 2010 on a Going Concern
Valuation basis.

& The Statutory Unfunded Accrued Liability will be amortized according to the following schedule and will be
commenced on December 31, 2011, after application of Option 1 of the Temporary Sclvency Relief Measures:

Effective Date of

Commencement of Original Amount at Annual Special Remaining Balance as of
Payment December 31, 2010 Payment Years December 31, 2011
December 31, 2011 $ 68,039,000 $ 6,977,000 ‘ 15 $ 71,781,000

& The Plan has a Solvency Deficiency of $205,788,000 and a Statutory Solvency Deficiency of
$96,059,000 at December 31, 2010,

B The Solvency Deficiency will be amortized according to the following schedule and will be commenced on
December 31, 2011, after application of Option 1 of the Temporary Solvency Relief Measures:

Effective Date of

Commencement of Original Amount at Annual Special Remaining Balance as of
Payment December 31, 2010 Payment Years December 31, 2010
December 31, 2011 $ §6,059,000 22,365,000 5 $ 100,121,000

m The Plan has a Hypothetical Wind Up Deficiency of $307,330,000 at December 31, 2010.
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Cost Certificate (continued)

& The Plan does not ha\}e a Prior Year Credit Balance as of December 31, 2010 as defined under
Subsection 5(13) to (16) of the Regulations of the Pension Benefits Act (Ontario).

& The Transfer Ratio under the Pension Benefits Act (Ontario) and its Regulations is 0.80. As such,
restrictions may be placed on fump-sum fransfers from the pension fund.

e The assessment base determined for the Pension Benefits Guarantee Fund is $123,028,000 at
BDecember 31, 2010.

# The pre-1990 maximum pension restrictions in Subsection 8504(6) of the Regulations to the
Income Tax Act (Canada) do not apply to any members of the Plan.

® To our knowledge, there have been no events from December 31, 2010 {the effective date of this
valuation) to the date of this report that would have a material impact on the information provided in this
report.

For alt the purposes of this valuation, it is our opinion that:

a the data on which the valuation is based are sufficient and reliable;

m the assumptions used are appropriate; emerging experience differing from the assumptions will result in
gains or losses which will be revealed in future valuations;

& the methods employed in this valuation are appropriate.

This report has been prepared, and our opinion is given, in accordance with accepted actuariat practice.

Aon Hewitt

William da Silva
Fellow of the Canadian Institute of Actuaries

Claire Norville-Buckiand
Fellow of the Canadian Institute of Actuaries

September 2011
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