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About our Report

CSR2020

About our report

The 2020 Citizens of the World edition reports on Air Canada’s company-wide
environmental, social and governance initiatives and results from January 1 to
December 31, 2020. The report focuses on the airline’s response to the COVID-19

pandemic and includes its mitigation activities and some 2021 updates. We have been

United Nations Sustainable
Development Goals reporting on our corporate sustainability activities since 2012. All prior reports and
Corporate sustainability data trends can be found here.

at Air Canada

iﬂiﬁ?;ﬁaé’t"a'gment Unless stated otherwise, 2020 Citizens of the World is inclusive of the sustainability

. efforts and activities of Air Canada and its operating subsidiaries, namely Air Canada
Ightights
o rouge LP, doing business as Air Canada Rouge® (Air Canada Rouge), Touram Limited

A Message from the

syl Partnership doing business as Air Canada Vacations®”and Aeroplan Inc., formerly Aimia

Canada Inc. (Aeroplan). An overview of our financial performance and description of
Achievements

our business during 2020 is available in our 2020 Annual Report.
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https://www.aircanada.com/ca/en/aco/home/about/corporate-responsibility/corporate-sustainability-reports.html#/par2_accordion
https://www.aircanada.com/content/dam/aircanada/portal/documents/PDF/en/annual-report/2020_ar.pdf

SUSTAINABLE ™ &
DEVELOPMENT =m‘ALS

Cs RZOZO REPORTING FRAMEWORK

This report has been prepared in accordance with the Global
Reporting Initiative (GRI) Standards. Internationally recognized as a
leader in sustainability reporting standards, the GRI helps maintain
transparency and consistency in sustainability impact reporting.

About our report

. ’ . . *
Air Canada’s carbon footprint, targets and climate strategy 13 ﬁth

United Nations Sustainable are reported through the CDP, formerly the carbon disclosure T
Development Goals project, whose approach has aligned with the Task Force on @

Corporate sustainability Climate-related Financial Disclosures (TCFD) framework. _/\/\/\ ¥
at Air Canada To access the CDP report and learn more, please visit

www.cdp.net. GENDER

SUStainability 1 RESPONSIBLE EQUALITY

Mission Statement Air Canada is a signatory to the United Nations Global CONSUMPTION
Compact (UNGC) and is committed to supporting -
Highlights the 10 principles of the UNGC and the 17 Sustainable w
Development Goals (SDGs). For 2020, Air Canada aligned 10 :;‘EEI:]UU%RT:S LD
A Message from the the SDGs with its reporting on the GRI. We support all o
President and CEO 17 Sustainable Development Goals and we are particularly (=) /\/
- focused on seven goals. : "'
chievements
A thorough review of this reporting can be found in the INDUSTRY, INNOVATION
o Sustainable Development Goals Annex of this document. Our SRR
HEelle: Communication on Progress to the UNGC can be found online. &
Future-Focused Obijectives
OUR BUSINESS THIRD-PARTY ASSURANCE
We believe in transparency and accountability and have engaged
OUR PEOPLE PricewaterhouseCoopers LLP to perform an independent, limited —

assurance engagement on seven performance indicators. For

information regarding the scope of the assurance and statement,

OUR PLANET please read the limited assurance statement. *10 — as a champion in diversity *13 — while always staying true to our core value, Safety First, Always,
and inclusion practices and exercising responsible and ethical business practices

UN Sustainable

D2ye pppmiEi GeE e @® AIRCANADA wsmertewenezss | 3
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http://www.cdp.net
http://www.aircanada.com/citizensoftheworld
http://www.aircanada.com/citizensoftheworld

Corporate Sustainability at Air Canada
CSR2020

MATERIALITY MATRIX
In 2018, following the disclosure framework from the GRI, we undertook an and Stakeholder Inclusiveness. The results from this materiality assessment are
assessment to identify the governance, economic, social and environmental issues identified in our materiality matrix and were reviewed and used for our 2020 report.

About our report deemed material by external stakeholders and for the Company. Rankings were

based on input from stakeholders collected through interviews, workshops and
surveys. Relevant sustainability topics for Air Canada were then matched with
material topics from the GRI and prioritized using the Principles of Materiality

In this report, materiality refers to the relative significance of environmental, social,
governance and economic priorities for, and their impacts (positive and negative)
on, our business and our stakeholders in the context of sustainability.

United Nations Sustainable
Development Goals

Corporate sustainability
at Air Canada

Sustainability

Mission Statement TOP 5 ISSUES
Highlights
2 . . W Safety
L] M Ethical business practices and policies
A Message from the a : :
. = Human rights B M Data protection
President and CEO and privacy
©)
E Employee health and wellness M Transparency and disclosure 1 W Safety
Achievements é B Customer 2 I Economic performance of Air Canada
. . t ) :
B Corporate citizenshi ) engagemen 3 M Data protection and privacy
I(7) W Diversity and epqua[ opportunit)e M Sustainable governance 4 M Ethical business practices and policies
iti M Labour relations and employee engagement 5 M Customer engagement
Recognltlons @) .. 6 M Transparency and disclosure
— B Employee training & development 7 W Fleet management
tj Socio-economic B 8 M Sustainable governance
Future-Focused O bjectives Z impact in Canada 9 W Energy consTJmption
< mC i vement 10 M Labour relations and employee engagement
ommunity involv
> g TOP 10 ISSUES
OUR BUSINESS O
>3

OUR PEOPLE

OUR PLANET
IMPORTANCE TO AIR CANADA'S BUSINESS

UN Sustainable

Development Goals Index @ AIRCANADA Smorimvorizon |
and GRI Content Index
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Stakeholder Engagement

In 2020, we engaged with our stakeholders through dialogue,
meetings, surveys, correspondence, focus groups, social media and
virtual conferences.

Our employees provided feedback and engaged in dialogue
through various platforms in addition to regular surveys
conducted by the Company to measure our safety culture and
employee engagement.

We conducted focus groups and customer interviews to help

design new products and concepts. In early 2020, we paused our
customer experience surveying during the peak of the COVID-19
pandemic, instead focusing our customer research on industry
biosafety measures and standards. Customer experience surveying
resumed in October 2020. The highest positive responses were about
the airport and onboard experience. We surveyed Canadian travellers

on a quarterly basis to understand their overall opinions and perceptions,
including as to product, safety and our brand. Over the course of the year,

we saw continued improvement in travellers’ emotional connection to
Air Canada and rating of its functional attributes.

We continue to engage with traditional media and monitor all major social
media accounts as we strive to persistently enhance the level of service

that we offer our customers, some of whom prefer to provide feedback via
those channels. We are dedicated to serving our customers by giving them
up-to-date travel and Company information, addressing their concerns and
complaints, as well as support with general inquiries. To improve financial
stakeholders’ engagement, since 2013, we have held biannual investor
conferences and regularly participate in conferences, including fireside chats,
and we have maintained dialogue with our investors. Such conferences are
expected to resume as travel restrictions ease. Annual conferences and
regular discussions are also regularly held with our corporate customers. The
Board also exchanges with shareholders on an annual basis.
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Increasingly, businesses have been called upon to create value for all stakeholders

on the basis that companies should no longer serve their business purpose and
shareholders only. This framework fuels a purpose-driven strategy that considers the
impacts on stakeholders such as customers, employees, suppliers and communities as
well as the opportunities to create value for them. Continuous stakeholder engagement
has enabled us to refine the foundation for our business and social purpose.

With this in mind, in 2020, Air Canada took an integrated approach to initiatives,
aiming to use its assets and expertise to deliver shared value, both for our business and
for society at large. This foundation is also the blueprint for Air Canada’s Corporate
Sustainability Report.

Citizens of the World 2020
Corporate Sustainability Report

@ AIR CANADA
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SUSTAINABILITY
MISSION STATEMENT

Socio-economic Health and
At Air Canada, RN R CINELG Development Well-being

meaningful connections and to

care for and elevate one another,

as Citizens of the World. | , Diversity
nnovation and

Inclusion

We know, as a global carrier, our activities
can have an impact on our employees, our
customers, the communities we serve and other
stakeholders. As Citizens of the World, we aim —
in everything we do — to integrate economic,

environmental and social factors that we organize

into three sustainability pillars:

Our Business, Our People and Our Planet.

Achieving sustainability requires that we continue to apply and develop principles and approaches to help us translate aspiration into action, such as looking at cost-
effective measures even in the absence of certainty (i.e., precaution), using natural, social and economic resources in an responsible and efficient manner, fostering
openness and transparency, embracing diversity, equity and inclusion, collaboration, and setting and meeting measurable targets that express what we want to achieve.

( ) AIR CANADA Citizens of the World 2020

Corporate Sustainability Report
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Key Highlights
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Offered more than

770,000 kg of food

from April to December
through food rescue efforts

over 300 @ O O

employee
volunteers

g

$2.4M

disbursed to Canadian
charities by the
Air Canada Foundation

Carried nearly

10,500

Canadians and
residents home

33%
of the Board
are women

Expansion
of Cargo
operations

809

tonnes

of Air Canada
materials diverted

from landfill

Corporate
Waste Strategy

targets
achieved

Long-term goal of
net-zero
GHG
emissions
by 2050

@ AIR CANADA Citizensoftl.le\h(t?rld 2020 I 7
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A message from Mike Rousseau, PRESIDENT AND CHIEF EXECUTIVE OFFICER

| am pleased to introduce our report on our sustainability efforts and their

;y” ::3‘-\ N alignment with our sustainability mission statement. We present a holistic view
St e : “%ﬁ; of our efforts, governance and management approaches, organized through three
; f**&__ﬂ s 3 e 5 | sustainability pillars: Our Business, Our People and Our Planet.
: Sustainability is often portrayed by reference to future, yet unrealized benefits.
However, as | reflect on this past year’s extreme turbulence, our commitment and
R\ continuing efforts toward sustainability helped to allow Air Canada and its people
¥ 'g to respond to this uncertain and challenging environment. It accelerated innovation
v S g I _ and other sustainability initiatives.
{ - - The best of Air Canada came through with its people giving the best of themselves.
( $ We identified the difficult areas we needed to act on and executed in preserving
L1

liquidity, leading the industry in biosafety protocols, and positioning ourselves to
remain competitive over the long term.

The strong internal culture we built during the last decade was reinforced during
- the pandemic. It will now serve as a foundation to rise higher in the post-pandemic
world and realize our goal to remain a sustainably profitable and leading global
carrier. Our employees have shown boundless incredible finesse, courage and
tenacity. | am grateful to them for their professionalism and commitment,
and for their commendable ability, repeatedly, to overcome often
cascading challenges. As | look ahead with them, I truly believe
that there are brighter skies ahead.

The disruption caused by the pandemic and to our employees
did not detract from serving our customers and meeting
broader community needs. Our employees continued
to welcome our customers with care and to bring them
safely to their destinations, including through hundreds
of repatriation flights. At the same time, our Cargo
team moved essential personal protective equipment to
Canada and around the world.

Air Canada’s core value has long been Safety First,
Always. This deeply ingrained approach to everything
we do was applied during the pandemic, including in its
very early days. Our strategic partnerships, innovative
mindset and nimble culture fuelled and propelled our
leadership in biosafety measures. Indeed, we quickly
implemented a comprehensive biosafety program,
CleanCare+, that earned us APEX’s Diamond Status
Certification. We were recognized for achieving
hospital-grade levels of biosecurity across multiple
passenger touchpoints.

Prioritizing safety also includes the wellness of our employees. The development

and use of science-based tools were critical to a multi-layered approach to keeping
our people safe at work. Our efforts began with testing and contact tracing in the
workplace and have most recently included large-scale vaccination campaigns across
Canada. Our airline’s leadership position in using technology has enabled us to share
our experience and knowledge in mentoring other Canadian companies as they scaled
up similar initiatives. Internally, we also ran numerous programs and offered a wealth
of resources to support the mental and physical well-being of our employees.

Our ongoing commitment to employees has been recognized. We were named one
of Montréal’s Top Employers for the eighth time and one of Canada’s Best Diversity
Employers for the sixth consecutive year. | am proud to see that despite the severe
disruption of the COVID-19 pandemic, we are maintaining our strong employee
culture. We have also worked on new initiatives to build on our efforts regarding
diversity, equity and inclusion. A collaborative, diverse and inclusive culture is not
only right, it is also essential to our recovery and future success.

We also completed key programs that will be foundational to our long-term
success, including a new reservation system — Passenger Service System,

Altéa — and the launch of the transformed Aeroplan Loyalty Program. These
improvements, amongst others, will not only benefit customers, employees and
other stakeholders, they will also bring long-term benefits such as generating
efficiencies post-pandemic. We also accelerated our fleet renewal, removing certain
older and less fuel-efficient passenger aircraft from our fleet while continuing to
introduce modern, more customer-friendly, efficient and lower-carbon footprint
Airbus A220 and Boeing 737 MAX aircraft.

Sustainable development is a cornerstone of our future success. Building on our
ongoing sustainability efforts and achievements, we have recently committed to an
even more ambitious and meaningful climate action plan that will support Canada’s
position on climate change, including a commitment of net-zero GHG emissions
from all operations globally by 2050.

We invite you to follow us online through social media on Facebook,
Twitter, LinkedIn, and Instagram where you will find sustainability
announcements, stories, and updates. We also encourage you to share
your thoughts and perspectives with us on these channels or via email
at sustainability.developpement_durable@aircanada.ca.

Thank you for your continued trust in Air Canada.

Ghrl 17—

@) AIR CANADA

Citizens of the World 2020
Corporate Sustainability Report
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Culture

- be embedded in Air Canada’s culture. Culitureienables and

practices. Air Canada’s culture has also been critical to the

Sustainable

At the heart of Air Canada’s culture is its overriding
value: Safety First, Always. This is the foremost
consideration of everyone at Air Canada in everything
we do. Air Canada also recognizes that fundamental
to its success is sustainable development, which must

drives sustainability in various ways and at various levels: it
influences long-term-behaviours, builds identity, encourages
innovation-and contributes to sustainable management e

organization’s agility, i.e., its ability to navigate and adapt

to the COVID-19 pandemic quickly and continually while
maintaining our commitment to safety. Air Canada’s culture is
what drives our actions for people, the business and the planet.
We believe sustainability can be integrated into our culture

of safety as a natural extension thereof: these two values
complement each other.

The following is an overview of Air Canada’s environmental
and social achievements in 2020, a year singularly dominated
by the severe impacts of the COVID-19 pandemic, as well
as a preview of certain objectives for 2021 and beyond.
This overview is presen:ced through Air Canada’s three
sustainability pillars: Businéss, People, Planet.

-:\“-HH :

Citizens of the World 2020
Corporate Sustainability Report

@) AIR CANADA




2020 ACHIEVEMENTS

CSR2020

About our report

United Nations Sustainable COVID-19
Development Goals MITIGATION

Corporate sustainability AND
at Air Canada RECOVERY PLAN

Sustainability
Mission Statement

Highlights

Activated a Pandemic Taskforce in — Offered complimentary Manulife
early January. COVID-19 travel insurance

A Message from the
President and CEO

Developed and launched the and other special benefits and
People industry-leading Air Canada accommodation for Aeroplan BRINGING
CleanCare+ program. Members. CANADIANS

Recognitions Planet Implemented self-imposed customer Continued to respond to.Transport HOME
and employee health checks and Canada, IATA/IOSA requirements @ .
mandatory face covering. and mitigated risks to the Ir Lanada
Future-Focused Objectives Launched TouchFree Bag Check. organization. OPeI‘.E:\tEd.
Reinforced medical and testing Maintained approximately SpeCI.al flights
OUR BUSINESS collaborations and developed new 50 per cent of its workforce despite to bring nearly

the severe impact of the COVID-19 10,500 people
pandemic, the government- home as the
imposed travel restrictions and the COVID-19
significant drop in customer traffic
compared to 2019 levels.

medical relationships.

OUR PEOPLE Introduced optional facial
biometrics recognition tools to
assist in boarding.

pandemic set in.

OUR PLANET ONTINUED

UN Sustainable
Development Goals Index AIR DA Corporsn- Miuinabiy repert | 10
and GRI Content Index | A |



O‘/ 2020 ACHIEVEMENTS

CSR2020 Business

About our report :
EXPANDING AND

United Nations Sustainable . .

Dyl Gorls MODIFYING CARGO Air Canada Vacations
OPERATIONS continued efforts with

C t tainabilit .

a:;\[?l?éaasasdu; alnabIlity N V Operated more than suppllers and hotel partners

S 4,000 cargo-only flights. to REDUCE ACTIVITIES
;L!Sté'nagl':y . RELATED TO ATTRACTIONS
155101 Statemen INVOLVING DOLPHINS.

Highlights \

A Message from the ~ A

President and CEO m In addition: 7 AR ik A . :asviR

— It reached an agreement with ACPA (the union representing *

Planet — It retrofitted aircraft and gained Transport Canada approval
to convert passenger aircraft to all-cargo flights.

its pilots) to allow for expanded cargo operations.

Recognitions

Future-Focused Obijectives

OUR BUSINESS
A=ROPLAN LOVALTY PROGRAM

OUR PLANET

UN Sustainable
Development Goals Index
and GRI Content Index
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Business

Planet

g 2020 ACHIEVEMENTS

People

2020
COVID-19
PANDEMIC

RESPONSE @

— COVID-19 rapid screening program in
partnership with the Creative Destructive
Labs Rapid Screening Consortium.

Trial application of COVID-19 contact
tracing technology in selected Toronto
facilities, using the Bluetooth-enabled
TraceSCAN app and wearable technology
developed by Canada-based Facedrive Inc.

Telework policy for employees.

Guidance for Safe Workplaces during
COVID-19.

COVID-19 Guidelines for employees.

COVID-19 Manager Guide for management.

Leadership in COVID-19 training series.

Weekly COVID-19 communications in
collaboration with Cleveland Clinic Canada
for all employees.

L
CLOSE TO ."
170 DIGITAL
LEARNING .
COURSES |
for career and P
self-development [

| .

CONDUCTED THE
CORPORATE SAFETY
CULTURE SURVEY

validating a strong
safety culture.

NEW INTERACTIVE
TRAINING PROGRAM
USING GAMIFICATION
METHODS

Introduced to training
materials for hazard
identification.

THE VIRTUAL REALITY
BACK INJURY PREVENTION
PROGRAM

Leveraging technology

to provide a new training
experience for employees.

-

\
t

\
A

CONTINUED

‘;
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Business

Planet

O‘/ 2020 ACHIEVEMENTS

People

ENGAGED WITH PARTNERS
AND SUPPORTED
COMMUNITIES by distributing
in-kind support, carrying out
fundraising initiatives and
granting financial support to
Canadian-registered charities.

EXPANSION OF UNLOCK THE
BEST IN YOU, AIR CANADA'S
CORPORATE WELLNESS
PROGRAM including virtual
cognitive behavioural therapy
for employees and their families.

— Performed an employee

survey and conducted focus
groups on diversity and
inclusion.

Committed to the BlackNorth
Initiative CEO Pledge.

Presented Judy Cameron and
Indspire scholarship awards to
deserving students.

Supported the Pinball
Clemons Foundation bursary
for people of colour.

— Sponsored Women in Aviation
(WIA) — A Day in Aviation, an
event where more than 30

young women from an all-girls
school focused on science,
technology, engineering

and mathematics (STEM) to

DIVERSITY AND
INCLUSION INITIATIVES

32X

encourage them to consider
the aviation industry as a
career choice.

Met with more than 600
Indigenous students at
Soaring, Indspire’s Indigenous
Youth Empowerment
Gathering, to discuss and
explore post-secondary and
career opportunities for
students.

Made history on March 5,
2020, with flight 167 to
Edmonton from Toronto -

first transcontinental flight
operated by an all-female crew
and guided by all-female Nav
Canada air traffic controllers.

AIR CAN?

Citizens of the World 20
Corporate Sustainability Repqg
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People

/ 2020 ACHIEVEMENTS
Planet

— Achieved pre-pandemic, 2020
Corporate Waste Strategy targets.

— Installed electric chargers for ground
support equipment (GSE) in Montréal.

— Attained IEnvA stage 2 certification
for its Environmental Management
System.

— Signed the Buckingham Palace
Declaration and attaining

International Air Transport Association
(IATA) Illegal Wildlife Trade (IWT)
certification for cargo operations.

— Made socially responsible items

— Reduced the number of printed

AIR CANADA CONTINUED
TO ADVANCE ITS
ENVIRONMENTAL
INITIATIVES AND REDUCE
ITS CARBON FOOTPRINT

0

— Repurposed 809 tonnes of Air Canada

materials, avoiding sending them to
landfills.

available for sale through the Aeroplan |
eStore. b
brochures at Air Canada Vacations | o
by 60 per cent (year over year) and

engaged with partners to do the same.
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Recognitions

Canada s Top

O()!b

Employers
2020

—

APEX+

HEALTH

OFFICIAL AIRLINE RATINGS™ SAFETY
FIVE STAR S iy
& & 6 & DIAMOND

CERTIFIED
20E

CANADA'S BEST
DIVERSITY EMPLOYERS

“,

THE LOYALTY 360
CUSTOMER LOYALTY

AWARDS

%\:E,R 5 GF?E:T)

2

-

¢ :
b

o)

=

Cn

&
Slobatrauele™™

Forbes | 2020
WORLD’S BEST

EMPLOYERS

FOWERED BY STATISTA

Canada

Employment Equity
Achievement Award
Diversity & Inclusion from

Employment and Social
Development Canada (ESDC)

@ AIR CANADA
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@ I

Air Canada’s vision
for its recovery

To restore and rebuild
towards its global champion
ambition — is predicated
on leveraging the solid
foundation it has built over
the past several years,
which will be the propeller
of Air Canada’s success as
it seeks to recover from the
impact of the COVID-19
pandemic and government-

imposed travel restrictions.
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O FUTURE-FOCUSED OBJECTIVES
CSR2020

Business

@l

About our report

e Natone Suctaab INCLUDE SUSTAINABILITY ADVANCE
Development Gaals ACCOUNTING STANDARDS USRI
PROCUREMENT
BOARD (SASB) STANDARDS
Corporate sustainability in 2021 Corporate PRACTICES
at Air Canada P

Sustainability Report.
Sustainability

Mission Statement

Highlights
BUILD CUSTOM

A Message from the UN COMMUNICATION —— BUSINESS APPS
resident and CEO ON PROGRESS for monitoring of
injuries and success
of mitigation
programs.

Achievements

Recognitions m
IMPLEMENT THE 2020-23

OUR BUSINESS Planet /_ /\/
S
OUR PEOPLE to further Air Canada’s

R A\R CAN ADF:H T
- V&) uqnnu_un '

LINGUISTIC ACTION PLAN

official languages maturity.
OUR PLANET

UN Sustainable

Development Goals Index
and GRI Content Index

AIR CANADA
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@ FUTURE-FOCUSED OBJECTIVES

Business

About our report REDUCE LOST-TIME
United Nations Sustainabl INJURIES

nited Nations Sustainable .
Development Goals (Per 10,000 fllghts)

- @ by eight per cent
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CONTINUE CONTINUE TO HELP COMMUNITIES IN NEED R 5. i
FROM COAST TO COAST, through in-kind i =~
TO PROMOTE d : : . . CUSTOMERS -
onations, employee volunteering, fundraising
AND IMPROVE SR WITH ADAPTED
or special initiatives.
RESOURCES, OFFERINGS
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PROGRAMS Act on our pledge travel gradually
for employees’ that 3.5 PER CENT returns.
development, ; -‘rb OF EXECUTIVE AND \
e"glfie',“e"t <l BOARD ROLES BASED
wet-being. IN CANADA BE HELD BY
BLACK LEADERS BY 2025.
IMPLEMENT A DIVERSITY

Appropriate tools and continuous
workplace safety measures. AND INCLUSION

New and continuous UBY offerings and LEADERSHIP COUNCIL

other assistance programs.

Return to workplace programs.
COVID-19 vaccination programs. DEEPEN COMMUNITY RELATIONS by

New training surrounding workplace supporting socio-economic development as
human rights and harassment well as organizations focused on innovation,
prevention. health and wellness, diversity and inclusion,
Talent retention and development plans. official languages and the environment.
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Air Canada’s primary business is to connect
people to Canada and the world. Despite
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the unprecedented challenges of 2020,
\we remained committed to this mission,
About our report \\ supporting the needs of our communities,

United Nations Sustainable \ \ \ \ expanding our Cargo operations to deliver

Development Goals
P essential goods, and keeping our customers

Corporate sustainability _ _ | N ) . . .
at Air Canada T T -\ \ safe when travelling to their destinations.

Sustainability g - E \ | b Our goal to become a leading global airline
Mission Statement : — =y L | -

persists, as we plan for the sustainable

Highlights > d :
.. i and safe recovery of our industry, thus

A Message from the

e e 0 continuing to create shared value for

our stakeholders and prioritizing
Achievements

the safety and well-being of our

Recognitions —_ - | s B | customers, employees and
Future-Focused Obijectives communities.
OUR BUSINESS Y
OUR PEOPLE Please refer to Air Canada’s public disclosure file, available through www.aircanada.com and on SEDAR,
including its year-end 2020 and second quarter 2021 Management Discussion & Analysis of Results CONTINUE
OUR PLANET of Operations and Financial Condition (MD&A), for discussions of the efforts deployed to preserve the
sustainability of the business in response to the impact of the COVID-19 pandemic.
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Governance

Air Canada is governed by a 12-member Board of
Directors committed to meeting high standards
of corporate governance in all aspects of the
Company’s affairs.

The Air Canada Board of Directors has four standing

committees:

All committees of the Board are composed of

independent directors. The roles and responsibilities

of each committee are set out in formal written
charters. These charters are reviewed annually to
ensure they continue to reflect best practices as
well as applicable regulatory requirements.

ESG practices are integrated in Air Canada’s
business and inform decision-making. Corporate
sustainability initiatives are identified and
coordinated through a Corporate Sustainability
Working Group and a Corporate Sustainability
Steering Committee. The Corporate Sustainability
Working Group, comprising senior management
subject matter experts from diverse functions, is
tasked with the coordination and monitoring of
Air Canada’s corporate sustainability initiatives.
The Working Group reports on the progress of
these initiatives to the Steering Committee, which
includes several executives.

CONTINUED ?

The Human Resources and

Compensation Committee

The board has four standing committees:

The Safety, Health, Environment
and Security Committee

.

The Governance and
Nominating Committee

@) AIR CANADA
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The Board committees have responsibilities
for different areas related to ESG:

* Corporate sustainability initiatives are reported to
the Governance and Nominating Committee, which
reviews and recommends the annual Corporate
Sustainability Report and Company policy relating
to the Company’s commitment to corporate social
responsibility. The committee also reviews the Board’s
Diversity Policy annually and makes recommendations
to the Board.

* Risks that may be material to Air Canada are
identified and monitored on an ongoing basis through
Air Canada’s Enterprise Risk Management (ERM)
Program. The Audit, Finance and Risk Committee
regularly provides insights to the Board and has specific
oversight responsibilities on Air Canada’s enterprise
risks. Other committees also play a role in the
oversight of specific risks within their mandates.

* The Safety, Health, Environment and Security
Committee assists the Board in the discharge of
its oversight responsibilities concerning safety,
health, environment and security matters, such as
(i) strategies, policies, systems and processes of the
Company and its subsidiaries; (ii) management of risks
relating to safety, health, environment and security
matters; and (iii) compliance with statutory and
regulatory obligations.

* The Human Resources and Compensation Committee
assists the Board in the discharge of its responsibilities
in the field of human resources and compensation.
These include oversight of compensation philosophy
and policies, major compensation programs, succession
plans, key talent management strategies and practices,
and certain employee and pension matters.

¢ ¢ Compensation ® ¢ Corporate Sustainability
* Talent Management Initiatives
* Pension * Corporate Sustainability
Report
* Board Diversity

e
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® o Safety, Health, Environment Enterprise Risk
and Security Matters Management
* Strategies, policies, systems
and processes
* Management of risks
* Compliance with statutory
and regulatory obligations
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Ethical Business Practices

Sound business practices and ethical behaviour are fundamental to

Air Canada’s risk governance culture. We have in place our Corporate
Policy and Guidelines on Business Conduct (Code), which was last updated
in February 2021. The Code applies to all directors, officers and employees
of Air Canada and its wholly owned subsidiaries, to the extent that policies
and guidelines have not been adopted separately by them. The Code
addresses, among other things, conflicts of interest, use of Company
assets, confidential information, fair dealing with other people and
organizations, compliance with laws, rules and regulations, employment
policies, computer, email and Internet policies, and reporting actual or
potential misconduct or violations of the Code.

All employees of Air Canada (and wholly owned subsidiaries that have not

~ adopted their own policies and guidelines) are advised of the Code. All
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employees have a responsibility to understand and follow the Code. On an
annual basis, members of management are required to follow a brief training
module and complete an acknowledgment form to confirm they have read
the Code and will follow its terms and undertake to promote the guidelines
and principles of the Code and take all reasonable measures to ensure
employees under their supervision fully comply with the Code. All members
of the Board also complete an acknowledgement form to confirm they

have read the Code. The Code also includes guidance on how employees

can report actual or potential misconduct on an anonymous basis including
through an independent confidential reporting system. The system provides
an online reporting portal, as well as toll-free telephone lines for Canada and
several locations around the world. Retaliation in any form against anyone

who reports a violation of the Code in good faith is prohibited. po

b
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Enterprise Risk Management

The management of opportunities and risks is an integral part of

Air Canada’s business processes. Strategic decisions are made by the
executive team with consideration of risk implications to the business and
its stakeholders. Risks that may be material to Air Canada are identified
and monitored on an ongoing basis through Air Canada’s Enterprise Risk
Management (ERM) Program. This is then used by the General Compliance
Officer to provide insight on a regular basis to the Board of Directors
through the Board’s Audit, Finance and Risk Committee, which has
specific oversight responsibilities on the Company’s enterprise risks. For
more information about Air Canada’s enterprise risk management and
governance, please see our 2020 Annual Report.

Air Canada’s ERM framework has been developed to support governance
and oversight of the Company’s most important strategic risks and is
aligned with the ISO 31000 standard and the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) ERM 2017 framework.
Formal policies and management committees are in place to manage
specific risks such as safety, security, fraud, information security, privacy,
the environment and fuel price.

@ AIR CANADA
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Organizational Compliance
CSR2020

We have a General Compliance Officer (GCO) responsible for the oversight
of compliance programs. The GCO manages a comprehensive annual
compliance risk assessment process, methodology and related working tools

About our report for evaluating and measuring material legal, compliance, policy and contract
risks. Such risks are then managed through an annual compliance plan and

United Nations Sustainable progress is reported on a quarterly basis to the Board’s Audit, Finance & Risk

Development Goals Committee. Air Canada’s integrity and compliance standards are further

promoted by detailed policies, guidelines and training programs, which are

Corporate sustainability verified or audited, as required.

at Air Canada
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ANTI-CORRUPTION AND FRAUD PREVENTION

One of the important potential risks identified through our risk assessment
process is ongoing compliance with anti-corruption laws and regulations.
Compliance efforts have evolved significantly through the development of a
specific comprehensive Anti-Corruption Compliance Program, which includes:

* |dentifying higher risk business activities and functions.

* Conducting interviews and focus group sessions on antibribery risks and
practices.

* Maintaining a global Anti-Corruption Policy and guideline documents.

* Establishing a communication plan and a tailored Risk-based Training
Program (comprising targeted in-person training sessions for executives
and selected groups that deal in more sensitive areas, as well as general
awareness training for management employees).

On a periodic basis, Air Canada conducts a legal and compliance risk
assessment exercise that includes corruption risk; performs due diligence
exercises to support our undertakings to third parties; and monitors or audits
specific compliance elements related to anti-corruption.

A Fraud Prevention Committee is responsible for monitoring the general state
of fraud management, including new and emerging trends and risks, and the
performance of company-wide fraud mitigation structures and patterns.

COMPETITION

Competition law compliance is a continuous area of focus due to profound changes the
industry experienced because of deregulation, liberalization and globalization, and the
proliferation of new competition law regimes globally. Compliance efforts are embedded
in our management system and include policies, specific guidelines and regular targeted
training. Periodic monitoring of such measures is conducted to improve information
retention and behaviour modification. Employees are made aware that the potential
impacts of non-compliance may be material and may include substantial regulatory
penalties and sanctions, private damage actions and criminal penalties against Company
officers, directors and other personnel.

CONTINUED ?»
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In 2020, no material anti-
corruption risk sensitivities
were reported or identified.
Continued efforts were
devoted to increasing
education and awareness
on potential risks related to
corruption, fraud, conflicts
of interest and insider
threats, including in
new destinations for
jurisdictions with
higher corruption risk.
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HUMAN RIGHTS

Respect for human rights is a fundamental value at Air Canada that

is reflected throughout its policies, procedures and activities. We are
committed to maintaining an environment for our employees and
customers, which protects and promotes fundamental human rights.

Air Canada upholds human rights in its relationships with employees,
suppliers and other business partners; we expect them to avoid causing or
contributing to any human rights infringements through their actions.

We recognize our ongoing responsibility to ensure appropriate measures
are implemented to mitigate the risk of slavery and human trafficking

in our operations, either directly or through our service providers or
community partnerships. Air Canada’s Modern Slavery Statement
outlines our commitment, policies and initiatives in this regard.

Air Canada has a zero-tolerance policy when it comes to workplace
harassment, violence and discrimination. In 2020, the airline worked
diligently to prepare its employee training and applicable resources for
compliance with new Canadian legislation effective January 1, 2021,
surrounding training on workplace harassment and violence. To further
support this training, the Company has been working on establishing

a resource library composed of videos, training modules and reference
documents to support branches of the Company. The resource library is
expected to be accessible for employees in late-2021.

Air Canada continues to develop new training surrounding workplace
human rights and harassment prevention that will be rolled out to
unionized and management employees in 2021.

Citizens of the World 2020
Corporate Sustainability Report
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Value Chain

Air Canada works with various suppliers worldwide. The
Company has more than 7,800 individual suppliers and, in
2020, spent close to $2.5 billion on products and services from
Canadian suppliers alone, excluding labour, and had a total
supplier spending of roughly $5 billion.

The COVID-19 pandemic significantly impacted suppliers and
related jobs in 2020, contrary to 2019 that saw support for
almost 40,000 high-paying jobs, plus another 190,000 jobs
indirectly in the critical aerospace sector.

Approximately 59 per cent of Air Canada’s suppliers are Canadian,
21 per cent are in the United States, and the remaining are in
other parts of the world. Air Canada endeavours to source locally
wherever commercially feasible.

Air Canada currently has two human rights components in its

strategic procurement process including clauses related to human

rights within the Supplier Code of Conduct, which suppliers are
expected to respect, and a one-time risk assessment inclusive

Recognitions

of human rights screening, which is conducted prior to the

Governance . .
execution of strategic procurement agreements.
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SUPPLIER CODE OF CONDUCT

Air Canada has developed a Supplier Code of Conduct (SCC), which forms an integral
part of Air Canada’s material supplier contracts. The SCC is principle based and sets
out our expectations of suppliers to ensure their behaviour aligns with Air Canada
standards in the following key areas:

UM §

Business Responsible Responsible Respect
integrity business treatment of for the
practices individuals environment

The SCC includes provisions relating to forced labour, child labour, non-discrimination
and human rights, safe and healthy employment conditions and ethical behaviour.

We are committed to working in partnership with our suppliers to help ensure
adherence to the SCC. Suppliers may be asked periodically to confirm in writing that
they meet our expectations as set out in it. Certain audit rights are also available.
The SCC is reviewed regularly.

CONTINUED ?
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PRACTICES INTEGRATED IN THE VALUE CHAIN

In 2019, Air Canada and subsidiaries (including Air Canada

Cs RZOZO Vacations) made the commitment to no longer sell or promote
packages to, or generate revenue from, attractions that involve

the captivity of current or future generations of dolphins.

I

SILVER
2021
ecovadis

Sustainability
Rating

In 2020, Air Canada Vacations further acted on these
About our report commitments, working with its suppliers and contracted hotels to
continuously reduce the practice of keeping dolphins in captivity.

United Nations Sustainable

Development Goals In addition, and further to the SCC, Air Canada is looking to

restate its Procurement Policy to integrate its ESG priorities and

Corporate sustainability sustainability principles going forward.
at Air Canada
Sustainability
Mission Statement Complementing AirCanada’s
| commitment to disclosing its
Highlights i . ' environmental, social and governance

performance and commitments
through its annual Citizens of the World
report, Air Canada takes part in an ESG
—— assessment conducted by EcoVadis. In
Governance ) L - e 2020 (based primarily on 2019 data),
Ethical business | v g | Air Canada ranked in the 92™ percentile

practices and was awarded a silver medal

Future-Focused Obijectives Enterprise risk - ;
management for.its performance. The EcoVadis

Sl o - sy T I T _ analysis covers four general themes:
OUR BUSINESS : . . _ - : y
Compliance | - ' L G S - - = environment, labourand human rights,

Value Chain - . s - _ — : | ethics and sustainable procurement.
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Privacy and Cybersecurity

When we talk about Safety First,
Always, this extends to privacy and
cybersecurity. We are committed

to protecting our customers’ and
employees’ personal information and
their right to privacy. Air Canada’s and
Aeroplan’s privacy policies describe
how we collect, use and disclose
personal information. It also describes
the rights of individuals over that
information. Our Privacy Compliance
Office is responsible for overseeing
what we do with the information and
for monitoring compliance with this
policy and data protection laws.

Air Canada has developed a cybersecurity
framework and continues to implement its
privacy action plan to improve its privacy

maturity and cyber security resilience.

CONTINUED
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As discussed in section 17 "Risk Factors” in

Air Canada’s 2020 MD&A, Air Canada faces

risks relating to cyber attacks. The cyber

security threat landscape is highly dynamic and
continually evolving; it is generally viewed that
cyber attacks have and will continue to increase
in both prevalence and sophistication. Protection
of Air Canada’s infrastructure, applications and
information repositories (systems) are central

to the secure and continuous operation of the
Company’s business. As part of its efforts to
address the growing threat of cyber attacks,

Air Canada invests in security initiatives that
include technology, processes, resourcing,
training, disaster recovery plans and regular
testing and benchmarking against best practices.
We address evolving threats through advanced
persistent threat detection, cyber assurance
activities performed by external third parties (e.g.,
vulnerability assessments, penetration tests, table-
top exercises), and fraud management. Further,
there is continuous sharing of threat intelligence
between Air Canada and various organizations
including airport authorities and other airlines (e.g.,
Aviation Information Sharing and Analysis Centre
(A-ISAC), Retail & Hospitality Information Sharing
and Analysis Centre (RH-ISAC), Royal Canadian
Mounted Police (RCMP), Canadian Centre for
Cyber Security (CCCS), International Civil Aviation
Organization (ICAQ) and IATA).

As part of our third-party risk management
process, we seek to ensure that our vendors have
effective cybersecurity controls that are aligned
with Air Canada’s best practice cybersecurity
policies and standards.

Privacy efforts are focused notably in the areas

of policies governance, vendor privacy risk
management, record of processing activities,
privacy impact assessments and data subject
rights management. As part of its security

efforts, Air Canada implemented a Multi-Factor
Authentication Program for employee and
customer-facing applications. Internal controls and
Payment Card Industry Data Security Standard
(PCI DSS) controls are assessed annually.

At Air Canada, our commitment to keep data
secure and protect its integrity and confidentiality
is everyone’s responsibility. Employees regularly
receive reminders on the topic. Every October, we
celebrate Privacy and Cybersecurity Awareness
Month with a campaign that features weekly
cybersecurity and privacy awareness themes to
prepare employees better for existing threats

and how to handle them at work or at home.

On January 28, the date on which Data Privacy
Day is recognized internationally, we reiterate

the essential role of privacy to our stakeholders
through various activities such as awareness
campaigns, live stream events and other interactive
initiatives.

The number of privacy-related complaints received
in 2020 differs from prior years due to the reduced
demand for our products and services. In 2020,
Air Canada experienced no reportable breaches.

AIR CANADA
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Our Recovery
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Air Canada’s vision for its recovery is predicated on leveraging the solid foundations it has

laid down over the past several years to restore its global champion ambition. This involves
rebuilding a strong global network with a focus on hub-to-hub flying that provides seamless
About our report connectivity with Air Canada’s partners; delivering consistent and superior customer service;
and diversifying the revenue base including through Aeroplan and Air Canada Cargo, the cargo
division of Air Canada. Seeking and implementing measures to reduce costs and increase
revenues remain key priorities. This is being advanced while we are mitigating the effects of

United Nations Sustainable
Development Goals

Corporate sustainability

at Air Canada the COVID-19 pandemic through a variety of strategic initiatives namely the
L airline’s fleet modernization, the expanded suite of branded-fare products,

Sustainability . . i

Mission Statement a renewed and improved loyalty program, the expansion of Air Canada

Cargo and investments in technology.
Highlights
As Air Canada prepares to welcome back employees and customers, several

A Message from the strategic tools will be critical to the rebuild of our airline.
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EFFICIENT FLEET

Our simplified, modern and efficient fleet is well structured to capture
network opportunities as we begin to gradually rebuild. Our Boeing 787
aircraft remains the cornerstone of our international fleet, serving the
hub-to-hub routes and select core markets that make up our current
skeleton network. On the narrow-body side, we continue to take deliveries
of the Airbus A220 aircraft and re-introduce our Boeing 737 MAX aircraft
fleet back into service and welcome new deliveries. These aircraft are
cost efficient and, overall, are expected to output roughly 20 per cent
less carbon dioxide (CO2), and 50 per cent less nitrogen oxides, than the
aircraft they replace. These aircraft represent the backbone of our fleet
and will enable the re-development of our network, effectively serving
domestic, transborder and international markets from our three strong
Canadian hubs with a consistent onboard product.

TRANSFORMED AEROPLAN LOYALTY PROGRAM

In November 2020, Air Canada launched its transformed Aeroplan Loyalty
Program designed to put the member experience first, with personalized,
flexible and easy-to-use features. Offering exceptional value and allowing
members to travel more and travel better, the new program offers a range
of new benefits including improved value on flight rewards, access to every
seat available on Air Canada flights with no cash surcharges, more options
such as Family Sharing, new features for Aeroplan Elite Status and all-new
Aeroplan co-branded credit cards.

Our new loyalty program was
recognized as the “"Best Up-
and-Coming Program” in the
Americas at the Freddie Awards,
demonstrating the excitement —
our customers and members feel

for the program’s transformation.

Learn more about the Aeroplan program at aircanada.com/aeroplan.
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NEW TECHNOLOGIES

In May 2020, Air Canada completed Phase 2 of its Passenger Service
System Program, having successfully migrated 55 airports to Altéa
Customer Management, including all Canadian mainline stations. In
preparation for migration, the project team at Air Canada conducted
business rehearsals at 112 airports, testing over 2,000 check-in scenarios
and 122 flight departures. The team also conducted technical rehearsals
at 131 airports and tested, certified and deployed three new airport
applications to more than 20,000 workstations across multiple vendors
and environments. A new kiosk application was certified and deployed
to over 4,500 airport kiosks, and the team conducted data and baggage
integration and testing at more than 80 airports.

Finally, to prepare employees for deployment, 3,632 employees were
trained and, in a matter of weeks, the refresher course was converted from
a traditional in-class experience to a virtual one, with hundreds of laptops
deployed across our network to facilitate the virtual training of more than
700 agents. A new app was also developed in a matter of weeks to support
employees with quick access to the Altéa user guide.

As we look to our future, we have provided a foundation for our airline’s
recovery and future growth with this new technological platform. Our
customers and employees will benefit from enhanced experiences,
including better disruption handling, a uniform eCommerce experience on
our web, mobile and kiosk applications, and better connectivity with our
Alliance and agency partners.

We also continue to support innovation and development in our
communities. As an example, Air Canada supports MT Lab, a tourism,
culture and entertainment accelerator, and has been co-supporter

of the Cabinet Créatif de Montréal, an accelerator program initiative
supporting local creative and cultural business and organizations to explore
new business opportunities and develop new international markets.
Smartjourney is supported by MT Lab and has been selected for the 2021
Cabinet Créatif de Montréal cohort, and Air Canada has also engaged with
Smartjourney for its Maple Leaf Lounges.

CONTINUED ?
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CARGO BUSINESS

We were quick to adapt and pivot our business to respond to the urgent
cs RZOZO needs of Canadians at home and around the world. The reconfiguration

of certain Airbus A330s and Boeing 777-300ERs, our largest international
wide-body aircraft, allowed for additional cargo capacity to transport
critical medical and other vital supplies rapidly to Canada and help
distribute them across the country. These aircraft became a prominent
part of the more than 4,000 cargo-only flights that would take place
throughout the year, contributing to the global supply chain and moving
time-sensitive shipments, including medical supplies to combat COVID-19.
Air Canada operated cargo-only flights between Canada and Europe, Asia,
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Corporate sustainability Latin America, and South America. More than 10,000 cargo-only flights
at Air Canada have taken place including up to July 5, 2021.
Sustainability Air Canada Cargo underwent an extensive preparedness exercise in 2020
Mission Statement to ensure all aspects of its operations were up to date and reflective

of current requirements and standards for transporting vaccines. As
Highlights part of that exercise, we were certified for IATA’'s Center of Excellence

for Independent Validators in Pharmaceutical Logistics (CEIV) Pharma
certification. COVID-19 vaccines are being transported around the world
and Air Canada Cargo, a trusted supply chain partner, is proudly involved in
bringing the vaccines to Canadians.

A Message from the
President and CEO

Achievements

At home, Air Canada worked to supply remote communities with essential

Governance goods and personal protective equipment (PPE).

Recognitions

Ethical busi : ) s :
Pralci?cesusmess As a testament to Air Canada’s adaptability, Air Canada Cargo was

Future-Focused Objectives Enterprise risk recognized with two Silver Stevie® awards™* in two categories: Most
management Valuable Corporate Response and Most Exemplary Employer. The

Syl el measures taken to protect the health and safety of employees were also
OUR BUSINESS Compliance recognized, including consistent updates to procedures and facilities to

reflect the latest health guidelines.
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OUR PLANET Cybersecurity * Created in 2002, the Stevie® Awards honour and recognize the achievements and positive

contributions of organizations (large and small, public and private, for-profit and non-profit)
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The expansion of Air Canada Cargo is expected to play an important role in Air Canada’s recovery,

including by helping diversify Air Canada’s revenue base. For example, freighters will be an essential part of
Air Canada’s recovery and long-term growth. These aircraft are an exciting opportunity to continue building
on the success of our current cargo-only flights.

Freighter operations will complement our passenger network and provide Air Canada Cargo with long-term
stability for its largest customers, including freight forwarders that require consistent air freight capacity
year-round. They will allow us to continue building on the success of our cargo-only flights and are an
important part of our future growth.

By the end of 2021, Air Canada plans to have two Boeing 767 freighters operating on international cargo
routes. In addition, Air Canada intends to convert other Boeing 767 aircraft to dedicated freighters to
leverage Air Canada’s global footprint and complement the belly capacity in our passenger network.

The increased volumes that freighters are expected to bring to Air Canada Cargo will have a positive impact
on our entire cargo network and benefit Air Canada’s overall strategy to diversify its revenue streams.

Air Canada expects to generate incremental cargo revenue by introducing an enhanced pickup and delivery
service for the e-commerce sector, known as Rivo™. The airline’s goal is to drive end-to-end value through
enhanced technology, dynamic pricing, and transparency across the delivery supply chain. The Rivo™ services
will take advantage of our domestic network to facilitate end-to-end distribution of small parcels across
Canada and provide first mile and last mile delivery through strategic service providers. This new initiative is
being implemented in phases and is expected to be completed over the next year or so in Canada.

Air Canada Cargo is a member of a number of IATA committees and associations, including the Cargo
Services Council (CSC) & Cargo Advisory Council (CAC), IATA Cargo Handling consultative Council (ICHC),
and the Cargo Customs Working Group (CCWG). Air Canada Cargo also participates in the International
Air Cargo Association (TIACA), the Canadian International Freight Forwarders Association (CIFFA), CargoM,
and the Toronto Transportation Club (TTC). 3

In 2020, Air Canada Cargo was
the official carrier for the Pointe-
a-Calliére Museum once again.
For several years, Air Canada
Cargo has supported Pointe-a-
Calliere Museum by transporting
irreplaceable objects belonging
to major museums, international
or private collectors. This
sponsorship helps reduce costs
related to the transportation of
artifacts for specific exhibitions,
allowing the museum to continue
its outstanding programming
dedicated to history and

archeology.
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Safety First, Always

At the heart of our culture is our number one central value:
Safety First, Always. The foremost consideration in all we do,
the safety of our customers, of our employees and of those in
communities where we fly and serve is always our top priority.

We also aim to create a healthy, inclusive and rewarding

work environment where everyone can belong and excel

and realize their full potential. We seek to inspire, encourage
and challenge our employees to be the best in all they do.

We are committed to contributing to the socio-economic
growth and wellness of communities in which we operate and,
together with our value chain and customers, seek to make a
positive difference in the lives of people in need across Canada
through financial and in-kind support. To accomplish this, we
understand that we need to foster a healthy environment
that prioritizes and encourages good health and well-being,
effectively providing resources, supporting worthy causes and
partnering with organizations to further our impact with our

Occupational
Health and Safety

employees and our communities.

Emergency
Response
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SAFETY MANAGEMENT

At Air Canada, safety management is a critical
responsibility and impacts virtually every decision the
airline makes. Given safety is the paramount priority for
us, we have set up the appropriate structure, processes and
resources to ensure that all aspects of safety and safety
stewardship are always prioritized and that safety
measures are enacted in a proper and effective manner.

Safety is an ethical and operational imperative for
everyone at Air Canada as well as for our stakeholders. It
ranked as the single most important issue identified in the
materiality assessment conducted. This is unsurprising as
safety is the heart of sustainability for an airline. A carrier’s
success or failure directly depends upon establishing and
maintaining a reputation for operating safely.

In partnership with our employees, we are committed

to conducting our business in a manner that ensures

the health and safety of our employees, customers,
contractors and the general public, while meeting our
obligations under all applicable regulations. To ensure

our commitment to safety, we (1) support and promote
effective training; (2) support the continued development
and integration of safety data analytics and artificial
intelligence into a Safety Management System (SMS); (3)
continually assess and manage safety risks associated with
the introduction of new equipment, new routes and new
initiatives or projects; and (4) reinforce and promote safety
reporting, protecting safety critical information in order to
inform our decisions going forward.

CONTINUED ?

At all levels of the operation, and in accordance with the Canadian
Aviation Regulations (CARs) and IATA Operational and Safety
Audit (IOSA) Standards, we implemented a Safety Policy,
appropriate for the size and complexity of the organization. It
is the basis of the Air Canada SMS. We also maintain a safety
checklist for our contractors working on our premises.

AIR CANADA Citizens of the World 2020
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SAFETY MANAGEMENT PROGRAM

To improve the safety performance of Canadian air operators and
c s R Z O 2 O increase accountability in the aviation sector, CARs require air
operators to implement an SMS in their organizations and appoint
executives who are accountable for safety. An SMS is a systematic
approach to managing safety, including through the necessary
organizational structures, accountabilities, policies and procedures.
Both Air Canada and Air Canada Rouge have implemented an
SMS that meets and exceeds the requirements of applicable laws.
The SMS serves as a framework within which systematic and
comprehensive processes and procedures for managing risk are
Corporate sustainability developed, applied and evaluated. The SMS also creates a common
at Air Canada support structure for all operational groups, with clear elements
and concise direction, so that they may perform their safety
management functions effectively.
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Air Canada’s President and Chief Executive Officer is the

designated accountable executive for Air Canada’s SMS

with Air Canada’s Vice President of Safety responsible for day-to-day
administration and corporate oversight of the SMS. At Air Canada

Rouge, Air Canada’s President and CEO is the designated accountable
executive for Air Canada Rouge’s SMS, and the Director of Safety, Security
& Regulatory Affairs is responsible for day-to-day administration and
oversight of the SMS. An integrated safety management process ensures
that an appropriate flow of safety information is exchanged between the
two airlines and that it reaches all levels throughout the Company.

The Executive Vice President of Operations reports directly to the
President and CEO and has overall responsibility for all aspects of safe,
reliable and efficient operations throughout Air Canada’s worldwide
network. The Senior Vice President of Operations and Express Carriers
then has the overall authority and accountability to lead the Maintenance
branch and is accountable and responsible for operational oversight of
the following areas: Airports (North America); International Operations;
and System Operations Control (SOC). The Senior Vice President of

Flight Operations is the designated "Operations Manager,” responsible for
safe flight operations and control of the SMS. The Senior Vice President
of Flight Operations reports directly to the Executive Vice President of
Operations. The management functions for the SMS are assigned to the
Vice President of Safety.
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The Air Canada Corporate Safety Board, chaired by the Chief Executive
Officer, meets quarterly to oversee and guide the Safety Program (which
includes data from Air Canada Rouge). Air Canada Rouge also holds quarterly
meetings for its Corporate Safety Board. New aircraft, new routes, changing
organizational structures and business practices present opportunities for
development and growth. Effective safety management is critical to ensure
hazards and risks are identified and held to the lowest level.

Our established and effective structure was key for quick and effective
decision-making at the onset of the COVID-19 pandemic and continues
to yield advantages. Early on, we activated our Pandemic Preparedness
Plan, which at certain times included daily Pandemic Taskforce meetings
regrouping all operation decision-makers, to ensure best practice and
effective coordination. The taskforce provided a command-and-control
structure that enabled the Company to monitor reports from government
agencies to issue illness prevention and infection control measures to
employees, to review supplies and ensure appropriate levels of personal
protective equipment, and to implement alternative workplace options
including working remotely.

CONTINUED ?
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COMMUNICATION

We employ numerous communications processes within the organization to
promote safety and permit the SMS to function effectively. It is also imperative
that there is uninhibited reporting of hazards and occurrences that may
compromise the health, safety or security of Air Canada, its employees, customers
or property. Our Safety and Security Reporting Policy provides a confidential
process and assures that no Company disciplinary action or reprisal will be taken
against any employee who reports a hazard or occurrence that affects safety. We
ensure an appropriate flow of safety information is exchanged between Air Canada
and Air Canada Rouge and is extended to all levels within the Company thanks to
an established integrated safety management process.

SAFETY INFORMATION MANAGEMENT

All safety data at Air Canada is stored within the Air Canada Safety Information
Management System (SIMS). Safety reporting is accessible to all employees via
SIMS for the purposes of report submission and acknowledgment receipt. This
system facilitates and enhances our capabilities in the capture and analysis of
safety reporting and quality assurance data. It also includes the capacity to
monitor safety risk and compliance and links to Occupational Health and Safety
tools. The configuration permits employees to submit hazard reports including
health and safety concerns, which are then handled by the appropriate committee
via the tool. This online repository for health and safety information is accessible
to all Health and Safety committees.

An investigation and research group consisting of experts recruited from across
all operational branches forms the core safety team. It collects and manages
safety-related information gathered through the reporting system. Supported
by its investigation and flight data monitoring experts, this group catalogues
trends in incidents, reports on flight safety, conducts flight analysis and flight
re-creations, develops comprehensive statistical data for senior management,
and identifies operational trends, threats, risks and hazards. This group leads all
formal investigations, conducts industry-benchmarking activities, participates
in international aviation forums and provides detailed quality analysis on the
reporting tools and the safety process itself.

CONTINUED ?

All safety metrics are reported on a quarterly basis to
each branch and, ultimately, the Corporate Safety Board
(comprised of executives and senior management) and
the Board of Directors (Safety, Health, Environment and
Security Committee). This continuous feedback loop
improves and informs our training on health and safety
risks and keeps good working practices in place.

A
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SAFETY CULTURE SURVEYS

Air Canada has an extensive Health and Safety Program
CS RZ OZ O to prevent work accidents and injuries. Key to these
measures is the Hazard Prevention Program, which
enables Health and Safety committees to identify and
assess workplace hazards and to determine appropriate
controls for mitigating risks. These committees cover all
employee groups at Air Canada. The Corporate Safety
branch, through its Corporate Safety and Emergency
Management department, is responsible for ensuring
that employee safety programs are documented,
Corporate sustainability implemented, effective and adapted to realize identified
at Air Canada improvements. Among other activities, the Corporate
Safety branch monitors compliance with applicable laws
and regulations while tracking employee safety-related
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THIRD-PARTY AUDITS & INSPECTIONS

The IOSA Program is an internationally recognized and widely
accepted evaluation system designed to assess the operational
management and control systems of Air Canada and Air Canada
Rouge. It is conducted on a biannual basis and is a critical audit
that governs international operations, code share and alliance
memberships. Successful completion of the audit is critical and as
such, a determined and focused effort is required to demonstrate
safe, sound and effective practices to the independent assessment
team. Air Canada and Air Canada Rouge are scheduled to conduct
the IOSA audit again in 2021.

Air Canada and Air Canada Rouge have a robust process in place

to identify and mitigate potential operational risks, including those
resulting from new aircraft, routes or initiatives. At Air Canada

Vacations, contracts between the organization and its partner hotels and
ground handlers include strict safety standards to which suppliers are
held. Site inspections are conducted annually to ensure that protocol is
being followed and standards are being met. Should Air Canada Vacations
receive any complaints regarding the health and safety of its customers,
complaints are immediately addressed directly with the supplier and
further inspections are conducted, when required, to ensure appropriate
corrective measures have been made.

In 2020, TC/IOSA GAP monitoring was implemented to ensure compliance
during COVID-19. The ongoing monitoring of all operational branches

has helped ensure risk to the organization is mitigated. Air Canada
implemented new enhanced methods of auditing including self-
assessments, remote audits and a combination of self-assessment and
remote auditing across all branches.

A risk assessment was conducted and processes were developed to address
the carriage of cargo in Air Canada’s aircraft cabins. These assessments
and ongoing reviews were performed throughout the year. Air Canada

was a leader in establishing these processes and the first airline to receive
approval for carriage of cargo in the passenger cabin.

Air Canada
continues to
maintain exemplary
|ATA Operational
Safety Audit results.

ASSOCIATIONS

Air Canada is also a leading and engaged member
of international safety initiatives and is actively
involved in IATA, ICAQ, Airlines for America (A4A),
National Airlines Council of Canada (NACC), the
Aviation Safety Information Analysis and Sharing
(ASIAS) system and regional safety meetings

and working groups. We are closely aligned with
|ATA and the Star Alliance® network concerning
international benchmarking of standards and
safety performance and share our experience

and knowledge, especially in the field of
flight data analysis, to help develop
advanced safety tools for a better
understanding of risk, threats
and hazards.
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