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CORPORATE PROFILE 
Air Canada is a Canadian-based international air carrier providing scheduled and charter 

air transportation for passengers and for cargo. The airline's passenger route network 

offers scheduled services to 35 North American cities. 

Through i ts  domestic Connector partners, another 68 Canadian communities and 

12 cities in the United States are linked to the Air  Canada network. The Corporation 

serves 27 cities in Europe, the Caribbean and the Far East. Charter passenger services 

are provided t o  over 20 international destinations. 

The airline's cargo division serves 65 destinations in Canada and internationally, 

with representation in over 80 countries. 

Air  Canada provides computer services, aircraft and engine maintenance, technical 

and pilot training, and ground handling services to airlines and other customers 

The Corporation holds equity interest, directly or indirectly, in five Canadian regional 

airlines. AirBC. N W T  Air, Air  Ontario. Air  Alliance and Air  Nova. The airline's 

diversification also includes enRoute Card Inc., the world's largest airline-operated 

credit card; Touram Inc.. a major Canadian tour operator: and other airline-related 

businesses. 
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YEAR AT A GLANCE 
1988 1987 CHANGE 

FINANCIAL 
(Millions Except Per Share Figures) 

Operating Revenues 
Operating Expenses 

Operating Income 

Ne t  Income 

Ne t  Cash Flow 

Common Shares 
Outstanding (millions) 

Ne t  Income per 

Common Share" 

Ne t  Cash Flow per 
Common Share* 

Return on Equity 

OPERATING STATISTICS 
(Scheduled and Charter-not consolidated) 

Revenue Passengers Carried (millions) 
Revenue Passenger Miles (millions) 

Available Seat Miles (millions) 

Passenger Load Factor 

Yield per Revenue Passenger Mile 
Operating Expense per 

Available Ton Mile 

Average Number o f  Employees 

'Reflects stock split of 125 to 1 
**Per share amounts have been calcuiated umg the weighted average number of common shares outstanding 

during the year after g~ving retroactive effect to the stock split in September. 1988. 

GLOSSARY OF TERMS 
Operating Margin 
Operating Income ai  a percentage 
of total operating revenues. 

Cash Generation Margin 
Funds provided from operations. 
including proceeds on disposal 
of property and equipment, as 
a percentage of total operating 
revenues. 

Return on Equity 
The average rate of return on 
shareholders' equity. 

Net  Cash Flow 
Net income belore extraordinary 
items plus non-carh items in- 
cluded in net income. 

Fixed Capital 
The aggregate of shareholders' 
equity and subordinated perpetual 
bonds. 

Revenue Passenger Miles 
Total numberofrevenue passen- 
gers carried multiplied by the 
miles they are carried. 

Available Seat Miles 
A measure of passenger capacity 
calculated by multiplying the 
total number of seats available 
for revenue traffic by the miles 
flown. 

Passenger Load Factor 
A measure of passenger capacity 
utilization derived by expressing 
revenue passenger miles as a 
percentageofavailable seat miles 

Revenue Ton Miles 
An overall measure of passenger 
and cargo traffic calculated by 
multiplying total tons of all rev- 
enue traffic carried by the miles 
they are carried. 

Available Ton Mlles 
An overall measure of passenger 
and cargo capacity calculated by 
multiplymg total tonsofcapacity 
available far revenue traffic by 
the miles flown. 

Weight Load Factor 
An overall measure of passenger 
and cargo capacity utilization 
derived by expressing revenue 
tan miles as a percentageofavail- 
able ton miles. 

Yield 
Avcrage revenue per revenue 
passenger mile or revenue ton 
mile. 
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CHAIRMAN'S MESSAGE 
TOSHAREHOLDERS 

Welcome to this very special Annual Report It was an historic 
day for Air Canada when, on April 12. 1988, the Honourable 
Donald F. Mazankowski, Deputy Prime Minister of Canada. 
announced the Government's intention to permit the sale of 
Air Canada shares to the publ~r. When active trading began 
October 13, oii dll Cmddian stock exchanges 100 thousand 
shareholders. 18 thousand of them Air Canada employees. placed 
their faith in the future ofthis airline. 

The ~ssue's success proved a just reward for the years of planning 
and effort that had gone into ensuring a smooth transition 
from the controlled environment ofa crown corporation to the 
more competltlve arena of publ~c ownersh~p The strength of 
the confidence demonstrated bv the financial communmv at 
that time, and since, is encouraging and we fully understand 
the responsib~lity entrusted to us. 

It is therefore grat~fying to report to you, the first of the new 
Air Canada shareholders, a year of solid accomplirhment: with 
the largest profit ever reaiized in the company's history. Aga~nst 
the turbulent backdrop of both the domestic and international 
aviation sectors, this success is a strong indication ofthe airline's 
continued ability to prosper within an increasingly complex 
and competitive marketplace. At the same time, however, it is 
clear to us that the Corporation's full potential has yet to be 
realized. Air Canada's Board of Directors remains confident 
in management's ability to successfully use this margin of 
opportunity and tocontinue to perform inaccordance with the 
high financial standards anticipated by all investors. 

Steps toward that goal are well in hand. And while i t  i s  true that 
the airline's shareholding has changed from that of our first 
fifty-one years of corporate life. and that new ambitions and 

C A N A  

objectives inspire our actions, the great strengths that have 
sustained Air Canada overthose five decades remain unaltered. 

External factors are, however, not as predictable. The trend 
towards industry consolidation will likely continue, resulting in 
the altering of traditional route structures. With the early 1989 
announcement by PWA Corporation of its plans to acquire 
Wardair Inc., Air Canada now has a formidable competitor. 
We are nonetheless committed to retainine our Dosition as this 
country's preeminent airline. 

On a broader scale, the current business cycle has matured into 
an unusually long period ofsustained growth, allowing Air Canada 
to view the future prospects of the air transport industry with 
marked, if measured, optimism. 

Domestically, the airline market is expected to grow by five 
per cent a yearforthe next five years. Despite the stiffcompetitive 
realities that must be factored into all our future projections, 
Air Canada remains solidly committed to securing its full share 
of that increased traffic volume. 

The news 1s also positive on the international front. It is pre- 
dicted that growth in total world air traffic will be in excess of 
inflation in almost all reeions. Our airline is well ooised for an - 
aggressive expansion into these international markets, with 
particular focus being piaced on those reglons where the most 
rapid expansion is forecast. 

Air Canada has adjusted well to the challenges posed by domestic 
deregulation, the advent of fundamental changes within the 
international aviation sector, and most significantly, to becoming 
a public corporation with responsibilities to over 100 thousand 
investors. Wearecommitted toprovidingindividual shareholders 
with a sound rate of return on their investment. 

The airiine's people are deeply aware that an adequate return 
on investment i s  only possible if customers are satisfied with 
the service provided. As shareholders, our loyal and expert staff 
have renewed their dedication to the goals that have justified 
our hard-won customer loyalty, and will continue to provide 
that excellence of service which is an Air Canada tradition. 

During the year, four members ofour Board of Directors retired. 
each having served the airline for a three year term. Appreciation 
for their respective contribution was expressed by manage- 
ment and staff to Gayle H. Christie of Toronto. Ontario: 
Ralph Fisher, FCA.. ofToronto. 0ntario:James A. Macaulay. Q.C., 
ofVancouver, British Columbia: and James W. Ross of Fredericton, 
New Brunswick. 

In closing. I share with you my strong belief in a promising 
future for this company. The prospect of full privatization, the 
modernization of our fleet, the strength of our domestic and 
international oDerations, and the continuine dedication of our 
people effectively demonstrate t h a t ~ i r ~ a n a i a  is placed togrow 
and prosper. 

Claude I. Taylor. O.C. 
Choirmon of the Boord 



REPORT FROM THE PRESIDENT 
AND CHIEF EXECUTIVE OFFICER 

growth by extending the airline's domestic and international 
network through alliances and route expansion. 

Air Canada's six Connector carriers increased their operations 
during the year with the addition of new routes, services and 
aircraft. This will continue during 1989 

As part ofour international strategy two new destinations were 
added in 1988: Lisbon. Portugal and Madrid. Spain. In 1989, four 
destinations will be added, including Birmingham, England: 
Nice, France: Zagreb, Yugoslavia: and Athens. Greece. The 
preeminent Canadian carrier between Canada and Europe. 
AirCanada isaiso planningatranspacific networkthat will include 
destinations in Malaysia, the Republic of Korea. Inda, the 
Phiiippines, and Singapore, Theairline i s  seekingthe right toserve 
routes between Canada and Japan, recognlring the rapidly 
growing importance ofcanada's trade with Pacific Rim countries. 

in particular Japan, 

Technically, Air Canada is committed to operating a modern 
and efficient fleet. Durng the year we took delivery of one 
Boeing 747 passenger/cargo aircraft, and four Boeing 767 
extended range (ER) aircraft. Orders were placed for 34 
state-of-the-art technology Airbus A320's. 

Air Canada's first yearasacorporatlon with private shareholders 
was marked by a record profit of896 mllion, with an operating 
income increase of 821 million over 1987. The results represent 
a strong achevement when it is noted that during the year the 
Corporation overcame two major challenges The first was to 
restore market share to its previous level following the work 
stoppage in late 1987, Ail-Canada responded through aggressive 
fare action and nnovative promotional programs. The action 
was fully effective, resulting in a restoration of market share 
during the first quarter. 

The second challenge wasto counter the intense pressure placed 
on our domestic operations by the dramatic increase in com- 
petitive capacity. This resulted n escalating price wars as carriers 
struggled for traffic growth and improved yields. Air Canada 
succeeded through intense concentration on cost controls, 
renewed emphasis on marketing initlalives and careful attention 
to service standards. 

The airline faces 1989 and beyond with solid conf~dence. 
Air Canada is committed to achieving customer serwce, 
operational, technical and financa levels of periormance which 
will result in max~mum benefits for its shareholders. To accom- 
plish this. the Corporation has developed a business strategy 
of remaining the premier airline in Canada. while expanding 
its major international passenger and cargo network. This 
will ensure that every customer is provided with world-class 
quality. Under the theme "The Bottom Line s Quality", the 
airiine recognizes that corporate success rests with the skill 
and profess~onaism of all employees, and encompasses every 
discipline within the Corporation. 

Financially, the Corporaton has on-going programs to reduce 
unft operatng costs, to achieve further productivity improve- 
ments, to redeploy assets to higher yield use, and to further 
strengthen t i  financial position. 

These programs; customer service, technical and financial. have 
been committed to because Air Canada's management and its 
professional staffare dedcated to ensuring that our shareholders' 
confidence is well justified. 

Against this background, however, some caution must be noted. 
For the immediate future air travel should grow steadily. 
Unfortunately, the facilities upon which convenient airline travel 
depends have not kept pace and many airports throughout 
the world are now overburdened w t h  traffic. 

It is the role of airport authoritlei, working n consort with 
the airlines, to respond to this urgent need for improvement in 
theability ofairportfacilities tocopew~thworidwidepassenger 
growth. Thisgrowth, along with thesector'scontinued globaliza- 
tion and the increasing move towards international liberalization 
will create an ntensely competitive environment placing strong 
pressure on airline cost structures and profit levels. Air Canada 
has, and will continue to make the necessary adjustments. 
Our ability to provide reliable, dependable service, and our 
internationally recognized technical excellence ensure that the 
Corporation will have the capability to take full advantage 
of future domestic and international opportunities. 

Three of the company's senior officers, G Chiasson. 
G G  Gauvreau, and R.W. Linder have retired, Tribute was paid 
far their outstandingdedicat~on and contribution to the airline. 

Operationally, the business strategy is based on a total dedica- 
tion to customer service and aggressive pursuit of profitable 

Pierre], leanniot, O.C. 
President nnd Chief Exerutive Oflrer 
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SERVICE WAS 
INAUGURATED T O  

LISBON. PORTUGAL. 
A N D  T H E  AIRLINE WILL 
ADD FOUR EUROPEAN 

DESTINATIONS 
IN 1989. 

INTERNATIONAL GROWTH ~ i r  ~anada continued its expansion and development asa major 
international carrier The airline added destinations and achieved growth within established 
markets. Service was inaugurated to Lisbon, Portugal, and Madrid. Spain, increasing Air Canada's 
presence in Europe to eleven destinations including London, Manchester and Prestwick in the 
United Kingdom; Paris. France: Zurich and Geneva in Switzerland: Frankfurt and Dusseldorf 
In West Germany, and Vienna. Austria. 

Air Canada's service to European destinations showed encouraging passenger growth in line with 
schedule development. Major additions included increased service to London from Toronto, 
Edmonton, Calgary and Vancouver Service to Vienna, re-introduced during 1987, has exceeded 
expectations, and the airline added a third flight from Toronto. With an added frequency toZurich 
from Toronto, the Corporation now has eight weekly flights to Switzerland. 

Pric~ng initiatives were also undertaken, as the airline offered a variety of deep discount fares 
to European destinations. 

The airline announced it will commence service to four additional European cities during the 
early part of 1989 These are Birmingham England: Nice, France; Zagreb, Yugoslavia; and 
Athens, Greece 

The preeminent Canadian carrier between Canada and Europe. Air Canada is planning a trans- 
pacific network that will include destinations in Malaysia, the Republic of Korea, Japan, India, 
the Philippines and Singapore. Conclusion during the year's first quarter, of an air services 
bilateral agreement between Canadaand Koreaenables theairline tooperate scheduled services 
from Canada to Seoul and beyond to Bombay, Kuala Lumpur, Manila, and Singapore. The 
Corporation, which already serves Bombay and Singapore through its transatlantic network. 
wil l  inaugurate Pacific services ac soon as additional bilateral rights are obtained to key 
Pacific Rim and South East Asia countries. 



A significant aspect of Air Canada's international expansion program is its commercial alliances 
with major international carriers. The airline has four alliance agreements designed to extend 
its global reach: Cathay Pacific Airways, Air  New Zealand, Royal Jordanian Airlines, and 
Austrian Airlines. During 1989, the company plans to actively seek other alliance partners 
to strengthen its international market presence. 

The Corporation serves seven destinations in the United States including New York, Boston. 
Chicago. Los Angeles. San Francisco. Miami and Tampa. Each route recorded strong passenger 
growth with an overall increaseoftwelve percent compared to 1987. Air Canada, in partnership 
with three major U.S. airlines opened a new passenger facility. Term~nal Two, in Los Angeles. 

Charter flights to Venezuela were expanded, with a 50 per cent operational increase over 1987. 
Scheduled service to Santo Domingo in the Dominican Republic was discontinued, as market 
results demonstrated a shift in passenger preference from the nation's capital area to the 
country's leisure destinations. The airline will focus its operations instead on the resort area of 
Puerto Plata. On its southern and Caribbean route system which includes 14 scheduled and ten 
charter destinations, Air Canada maintained a policy of competitive fare pricing, while re- 
sponding to market demand. 

I W I T H  T H E  A D D I T I O N  [ O F  MADRID, SPAIN. 
AIR CANADA'S PRESENCE 1 IN EUROPE WAS 

I ' INCREASED T O  ELEVEN 
DESTINATIONS. 

DOMESTIC INITIATIVES During a year characterized by intense domestic competition, 
Air Canada's response achieved two primary objectives: increased passenger traffic through 
aggressive programs designed to capitalize on its market leadership; and maintaining the 
Corporation's traditional dedication to customer service excellence. 

The volatile market conditions resulted in a discounted fare environment, and Air Canada 
fully participated by offering passengers competitive prices and value. While the policy was 
successful in stimulating passenger traffic growth by eight per cent over 1987, i t  did produce 
a negative impact on yields, especially during the year's first three months. To counter the 
impact of yield deterioration, the airline increased its focus on business travellers by providing 



improved products and services including a domest~c schedule designed to meet evolving 
travel patterns, an upgraded frequent flyer program, and expanded integration with its Connector 
system. 

The airline's major Canadian routes in terms of passenger traffic are its Rapidair route between 
Toronto, Montreal and Ottawa, and i ts  transcontinental routes linking Toronto-Montreal-Ottawa 
with Vancouver-Calgary-Edmonton. Both services, despite increased competitive pressure, 
showed passenger traffic growth of nine per cent over 1987. 

To complement i t s  efforts with the business market, the Corporation introduced several 
fare initiatives for the leisure travel sector including the Trans-Canada seat sale which offered 
over 500 thousand seats at discounts up to 69 per cent to just under one hundred Canadian 
destinations; and the Flyaway program which provided a wide range of discounted fares to all 
Canadian destinations within the Air Canada and Connector network. Senior citizens were offered 
Freedom Flyer fares for travel from September to December. The program involved every 
North American city served by Air Canada and its Connectors. 

Product initiatives were also taken in other areas, as the company responded to the require- 
ments of its customers. The airline introduced compassionate travel procedures: continued 
its leadership role in non-smoking flights by extending the policy to just over 80 per cent of 
the airline's daily schedule; and expanded the development of its NutriCuisine meals to include 
First Class service on major North American routes. 

Aeroplan. the Corporation's frequent flyer program was restructured to benefit its most active 
members. while at the same time new services and awards were introduced for all participants. 
Established in 1984, membership is now over400 thousand. Aeroplan's network continued to 
expand with an increasing number of including hotel chains, international airlines, 
and car rental companics. 

DEVELOPED BY ' 

AIR CANADA,  
NUTRlCUlS lNE 

KATIJRES I 
M E A L S T H A T  - 

ARE REDUCED IN 
SODIUM,  FAT A N D  
SUGAR CONTENT.  



I AIR C A N A D A  IS T H E  
LARGEST C A N A D I A N  
AIR CARGO CARRIER. 

AIR CANADA CARGO ~ i r  ~anada, the largest Canadian air cargo carrier, provides direct service 
to 65 destinations throughout the world and has representation in over 80 countries. Faced with 
intensified competition on all primary routes, Air Canada Cargo undertook a series of measures 
to reduce operating costs and improve profit levels. The program was intensive, decisive and 
involved major re-alignments within the branch. The objective was to establish a domestic and 
international freight operation that meets competitive demands, effectively utilizes the airline's 
cargo capacity on passenger aircraft, and responds to the evolving needs of customers with 
innovative products and services. 

The Marketing & Sales division was strengthened with increased resources for research, market 
analysis and product development. The emphasis was twofold: a stronger focus on customer 
requirements. and improved awareness of the many competitive factors conironting Cargo. 

A major aspect ofthe program was the implementation ofstringent cost controls through route 
and service rationalization. Internationally, the airline closed its freighter hub in Brussels, 
Belgium, and significantly reduced freighter flights, as operations providing unacceptable margins 
were cancelled, and assets re-deployed to routes producing greater profits. On trans-border 
routes. Cargo reduced most freighter operations due to intense competition and the weakening 
U.S. dollar against Canadian and world currencies. The exception was California where service 
was increased to San Francisco and Los Angeles. Domestically, Cargo's presence was upgraded 
with the establishment ofa high quality overnight courier network utilizing freighter aircraft, 
efficient use of both narrow and wide body passenger capacity, and an expanded network 
through cargo agreements with the airline's Connector partners. 

Two DC-8-63 freighter aircraft were sold and a Boeing 747 (Combi) was added, bringing to 
three the number of Combi's in Air Canada's fleet. The airline has six DC-8-73 freighters. 

A three-year mail carriage contract was signed between Air Canada and Canada Post Corporat~on, 
the airline's oldest and largest cargo customer During the early part of 1989, Air Canada 
reached an agreement in principle with Purolator Courier, a major courier company, which 
involves merging the Overnight Division ofGelco Express Limited with Purolator and a minority 
interest by Air Canada in the new company. 

Through its intense rationalization program, Air Canada Cargo was able to reduce unit costs 
by ten per cent. Additionally, its re-aligned schedule and renewed focus on primary markets 
in Canada and internationally produced improved profit levels in the year's last quarter, 

A N N  



IN C O O P E R A T I O N  
W I T H  I T <  C O N N L  T O R  

A I P L I N E S .  C. R C A N A D A  
H A S  D E V E L O P E D A N  
A I R  T R A V E L  SYSTEM 

T H A T  R E A C H E S  
115 D E S T I N A T I O N S  

T H R O U G H O U T  

THE CONNECTOR SYSTEM it was a year of expanded operations for Air Canada's Connector 
alrline system with the addition of new routes, increased services, growth within established 
markets. and aircraft acquisitions. The system is an integral part of Air  Canada's domestic 
passenger strategy and the Corporation holds equity interest, directly or indirectly, in five of 
its six Connector carriers including AirBC, Northwest Territorial Airways Ltd. (NWT Air), 
Air Ontario. Air Alliance and Air Nova. No equity interest is held by Air Canada in its other 
Connector airline, Air Toronto. 

Working in close cooperation with these regional carriers, Air Canada has developed an air- 
travel network that, when combined with the 35 Canadian and U S .  locations i t  serves, reaches 
115 destinations throughout North America. The system's development has enabled Air Canada 
to ensure that an increasing number of commun~ties are served with greater efficiency and 
improved frequency through the use of aircraft more suited to smaller markets. Connector 
airlines provide convenient air service between the country's regional communitiesand theother 
domestic and International cities within Air Canada's network, 

The system operates 87 aircraft, and provides more than 230 daily connections with Air Canada 
at thirteen Canadian airports. The Corporation has agreements w ~ t h  each Connector airline 
providing for coordinated flight schedules, through-ticketing, boarding passes, and ground 
handling to ensure convenient passenger connections. Connector airlines have the same 
dedication to the traditional Air Canada technical and customer service excellence. This com- 
mitment is strongly reflected through the stylized maple leaf logo and the Air Canada livery 
displayed on their aircraft. The Connector carriers are: 

AirBC, which serves 26 communities in British Columbia, Alberta, the Yukon and also Seattle. 
Washington. The airline provides connections to Air Canada at Vancouver, Calgaryand Edmonton. 
It operates 24aircraft including the BAe 146, and de Havilland's Dash7and Dash 8. In December, 
the company announced an order for five 19-seat Jetstream 31 aircraft, and will take delivery 
in January, 1989, of two BAe 146's. 



NWT AIR, which is  a major carrier in the Canadian Arctic, provides both passenger and cargo 
connections to Air Canada's network at Edmonton and Winnipeg. Its route system extends irum 
these twoc~ties to eleven communities throughout the Northwest Terrttories. The carrier operates 
eight aircraft including Boeing 737s. Lockheed Electra's, DC-3's. and the only Lockheed all-cargo 
Hercules in Canada. A program initiated late in the year of replacing the Electra's with the 
8-737 on major routes, will be continued through 1989. 

AIR ONTARIO, is the major regional atrline operating across Ontat~io, with links into Montreal, 
Ottawa, Winnipeg and northeastern U.S.A. Serving 44 destinations, it provides connections with 
Air Canada's network at Montreal, Ottawa, Toronto, Timmins, Thunder Bay and Winnipeg. 
The airline has the largest fleet of the Air Canada Connectors with 35 aircraft including the 
de Havilland Dash 8. the Convair 580, and one Fokker 28. 

AIR TORONTO, provides connections to Air- Canada at Toronto through a route system that 
extends to seven destinations in the U.S.A. includtng two cities each in Ohio. Michigan. 
Pennsylvania and Indianapolis, Indiana The airline operates five Jetstream 31's and one Convair 580. 

AIR ALLIANCE, which since commencing service in March, has experienced strong growth. 
operates to eleven dest~nations in the Province ofQuebecand Ottawa. Connectionsare prov~ded 
to Air Canada's network at Montreal, Quebec City and Ottawa. The airline operates lour 
de Havilland Dash 8 aircraft. 

AIR NOVA, serves 17 communities in Atlantic Canada and Quebec, and also Boston. 
Massachusetts. Connections are provided at Halifax. St. John's, Montreal and Ottawa to the 
Corporation's network. The carrier operates ten aircraft inciuding seven de Havilland Dash 8's. 
two BAe 146's. and one Beech 99. 

DEDICATION TO TECHNICAL EXCELLENCE Air Canada has an international 
reputation for technical excellence and operational efficiency. 

FLIGHT OPERATIONS: Air Canada's active flight deck complement was 1,779 at year end. 
The airline plans to hire an additional one hundred pilots during 1989, as it prepares to Integrate 
the additional Boeing 767's and new Airbus A320's into the fleet, 

The selection by a major Far Eastern carrier of Air Canada's high-technology Datalink service 
as the basis for its air-to-ground communication requirements represented an important achieve- 

AIR CANADA'S PILOTS ARE 
RECOGNIZED AS AMONG 
THE MOST SKILLED IN 
THE INTERNATIONAL 
AVIATION INDUSTRY,AND 
CONTINUED TRAINING 
REMAINS A N  AIRLINE 
PRIORITY. 



ment in sales to other airlines, and a major endorsement of Air Canada's world class quality 
in this technical area. Representatives from Flight Operations played a key role in conducting 
the liaison required for the transaction and will asslst with the necessary training through the 
installation period. 

The branch maintained its commitment to safety with the continued review and refinement 
ofprocedures. Additionally, on-going pilot training remained one ofthe airline's highest priorities. 
Simulator flight training for Air Canada personnel totalled more than 40 thousand hours. Pilot 
training contracts for 18 other carriers, utilizing simulator, classroom and actual flight training 
generated $4.5 million of incidental revenue. 

MAINTENANCE & ENGINEERING: The year was both challenging and rewarding for the 
branch. A major drive focussing on product integrity resulted in the introduction ofa numberof 
programs relating to areas such as fleet reliability and aircraft condition and appearance. Amid 
growing international concern about airline maintenance procedures, Air Canada maintained 
its position as an industry leader for stringent maintenance and engineering standards. This 
commitment was demonstrated by anticipating and, in many . . cases, exceeding regulatory require- 
ments and industry guidelines. 

Upgrading of the Production Management Information System (PROMIS) was continued. This 
sophisticated computer program, conceived and designed by Air Canada maintenance personnel. 
catalogues, tracks and manages the complex work required when a jet aircraft comes in for 
routine heavy maintenance. It is  supplemented by the Maintenance Automated System (MAS). 
a comprehensive information, tracking and records system which, while still in an evolutionary 
stage, has already become an invaluable maintenance process. 

The dedication to employee training wa5 maintained as members of the branch strengthened 
their skills and knowledge to meet the requirements of the latest technology aircraft, and to 
permit greater flexibility in developing new maintenance programs. 

AIR C A N A D A  
M A I N T A I N E D  ITS 
POSIT ION AS A N  

INDUSTRY LEADER 
FOR STRINGENT 

M A I N T E N A N C E  A N D  
ENGINEERING 

STANDARDS. 



T H R O U G H  T H E  EFFORTS 
O F  COMPUTER&SYSTEMS 

MAS A N  EFFICIENT A N D  
EFFECTIVE AIRLINEYIELD 
M A N A G E M E N T  SYSTEM. 

Through on-going and substantial investment in state-of-the-art facilities and equipment. 
Air Canada is  one of only a few carriers in the world capable of performing almost all its own 
aircraft maintenance. This internationally recognized ability has provided the Corporation with 
substantial contract maintenance work. The airline realized more than $60 million in revenue 
by selling maintenance and engineering expertise to over 40 companies and airlines. 

COMPUTER & SYSTEMS SERVICES: Computer & Systems Services (C&SS) continued the 
rationalization of its operations which began in 1987, with the establishment of Gemini; 
a limited partnership equally owned by Air Canada and PWA Corporation. operating the largest 
airline passenger reservation system in Canada. When the rationalization is  completed during 
early 1989. all remaining Toronto functions of C&SS will be consolidated into renovated and 
expanded facilitiesat theairline's base in Do@ Quebec, resulting in major productivity gains. 

Several systcms were developed to assist the Corporation in meeting its competitive dnd 
productivity objectives. New computer software was acquired which will place the company 
at the forefront of airline yield management in Canada. A major system was launched to manage 
the real-time flight assignment ofpilots and flight attendants, improving productivity and reducing 
the risk offlight delays due to crew shortages. 

In addition, research proceeded on state-of-the-art technology programs dtliigried l o  enhance 
decision-making for airport planning and maintenance check scheduling. New automation 
services provided to the Cargo branch will enable i t  to maintain its competitive edge through 
the effective use of new technologies. With the available potential of supplying these programs 
to other carriers, Air Canada was also provided a strong source of potential revenue. 

FACILITIES & SUPPLY: The biaricti continued to aggressively obtain competitive pricing 
for the Corporation's material requirements. and actively negotiated several capital equipment 
acquisitions and warranty settlements in support oithe Corporation's operating and cost control 
objectives. 

THE FLEET The year was active for Air Canada's on-going program of fleet expansion and renewal 
as the Corporation responded to an increasingly competitive marketplace and the need for 
greateroperational efficiency AirCanada is  committed to maintaining astrongdomestic position 
and to a program of aggressive international growth. The advanced technology inherent in 
newly developed aircraft will permit the Corporation to maintain its global expansion program, 
.~,hile at the same time benefiting from lower operational and maintenance costs. 
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AIR CANADA'S 

LIVERY FEATURING 
BURGUNDY STRIPE 

A L O N G  FUSELAGE A N D  
LARGER RONDEL O N  

TAIL SECTION. 

The airline took delivery of four Boeing 767 extended range (ER) aircraft and ordered three 
additional 767 ER's for delivery in early 1989. This will bring to nine the number of 767 ER's 
in the fleet. The 767 has become the backbone of the airline's trans-continental schedule, 
and also forms the operational foundation of Air Canada's short-term international expansion 
program. A tcoeing /4/ passenger/cargo (Combi) aircraft was added to the fleet. It is being 
used to increase profits from.the passenger and cargo markets on the airline's Canada-London- 
Bombay-Singapore route. 

During mid-year the airline placed an order for 34 Airbus A320 aircraft, with an option for 
20 additional A320's. State-of-the-art technology, a comfortable and spacious passenger cabin, 
and extensive cargo capacity combine to provide an aircraft ideally suited for Air Canada's 
North American and commuter markets. The A320 wil l  be used to replace Air  Canada's 
Boeing 727 fleet. It will produce a 47 per cent savings in fuel costs, and a 28 per cent reduction 
in direct operating costs, when compared to the 727. 

The airline reduced its fleet ofall-cargo DC-8's to six, with the saleoftwo freighters. During the 
fourth quarter, the airline announced i t  had signed a letter of intent forthe future sale oftwenty- 
eight 727 aircraft to a US-based air courier company. Delivery of the aircraft will take place 
from 1990 to 1993 

A major program to standardize the seating configuration ofthe Corporation's wide-body fleet 
was developed for implementation during 1989. The project, designed to improve seating and 
cabin interiors, will increase interchangeability ofaircraft between routes, improve operational 
performance and product quality, resulting in cost reductions through minimizing the need for 
seasonal reconfigurations. 

During the year, the Boeing 747 passenger aircraft were deployed primarily on transatlantic 
services, while the 747 (Combi) aircraft were utilized between Canada. Europe and Asia. The767 
played an integral role in providing high frequency, three-class. 'wide-body service on 
North American transcontinental routes. The 767 ER, along with the Lockheed 1011 fleet were 
used primarily on international routes. The 727 served intermediate North American routes, 
while the DC-9 was deployed on short haul domestic and transborder routes. 

At year end Air Canada's fleet comprised 114 aircraft. consisting of six 747'8, fourteen 1011's. 
nineteen 767'8, thirty-three 727's. thirty-six DC-9'8, and six DC-8 freighters. 
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EXPANSION AND DIVERSIFICATION Air Canada is engaged in a number of businesses 
related to primary airline operations. These companies provide the Corporation with increased 
revenues, an expanded operating base and a valuable method of marketing its technicai expertise 

THE enROUTE CARD, through innovative marketing and strong technical programs. 
maintained its position as the world's largestairline-operated credit card, with over 280 thousand 
cardholders. It continued the positive sales advances recorded in recent years, closing with a 
27 per cent increase over 1987 The Card is now accepted by more than 15 thousand l~alivrial 
and international hotels, car rental firms, fine restaurants, and Canadian petroleum companies. 
In addition, over 200 major airlines worldwide accept the Card. Consistent with ongoing 
strategies of providing superior travel-related services, the introduction of automatic collision 
damage waiver protection for all accountholders using enRoute for car rentals was an industry- 
leading initiative. The association with thirteen of Canada's major travel agency chains to 
promote enRoute as their preferred credit card system was strengthened and expanded. 

Responding to interest among Canadian cardholders and among prospective U.S. corporate 
accounts, two subsidiary companies were formed within the United States: a vendor-merchant 
sales and service firm in Maitland, Florida, and a card issuing company in Atlanta, Georgia. 
In Europe, a subsidiary was formed to support existingsales activities and offices. 

TOURAM INC.. a wholly owned subsidiary, is  a major Canadian tour operator offering leisure 
and vacation packages which include air transportation, hotel accommodations, car rentals, 
and recreational events. More than 190 thousand passengers travelled with the company in 1988: 
an increase of 22 per cent over the previous year. During the last five years, Touram's annual 
compound growth rate of passengers carried has been more than 20 per cent, forming a strong 
basis for continued Air Canada participation in the leisure mdrkel. 

GPA GROUP LIMITED, is a Shannon, Ireland, based commercial aircraft leasing and trading 
company. Air Canada is  the largest single shareholder with a 16.1 per cent holding on a fully 
diluted basis. At year end GPA's fleet totalled over 140 aircraft on lease to 54 airlines in 
27 countries. 

e n R O U T E  E X P A N D E D  
I N T E R N A T I O N A L L Y  W I T H  
T H E  ESTABLISHMENT O F  
SUBSIDIARY C O M P A N I E S  
IN T H E  U N I T E D  STATES 
A N D  EUROPE.  
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THE GEMINI GROUP, a limited partnership formed in 1987, and equally owned by AirCanada 
and PWA Corporation,operates the largest airline passenger reservation system in Canada. 
Supplying distribution and reservation services for airlines, hotels, tour packages and car rentals 
to more than 3.600 travel agents, Gemini provides Air Canada with strategic control of its 
domestic distribution channel. 

CONTRACT SERVICES, are provided by the airline for more than 45 domestic and major 
foreign carriers at Canadian and international airports. This includes airport passenger. baggage 
and cargo services, ramp handling, and aircraft servicing. For the year, these operations generated 
$45 million in revenue. 

COMMUNITY PARTICIPATION During the year, Air Canada responded to requests for 
donations and sponsorships from a broad range of national and local organizations in the fields 
ofhealth, welfare, social development, culture, education, theartsand amateurathletics. Support 
for annual charitable appeals under the airline's payroll deduction plan, The Employees' 
Campaign for Funds, totalled almost8900 thousand, the highest recorded in the company's history 

OneoftheCorporation's majorcommunity undertakingswas its HeartofGod Award. launched 
in conjunction with Canada's community newspapers. The program was developed to recognize 
those people who give of themselves to help others and more than six thousand nominations 
were received from across the country. The highlight came in October and November with 
regional ceremonies honouring the Heart of Gold Award's 130 recipients. 

Individually, Air Canada's people continued to donate large amounts oftimeand effort in assisting 
those less fortunate. And, while no listing can fully detail the commitment that comes from a 
group of 22 thousand people, this year's efforts reflect the traditional values that will always 
be a part ofthe Public Air Canada. 

AIR CANADA'S PEOPLE Air Canada's people have always had a deep sense of pride in every 
aspect of the Corporation This was strongly reinforced when more than 80 per cent of active 
employees invested over $40 million, for the purchase of shares in the airline. The year saw 
changes in the workplace, as traditional methods had to be challenged for the airline to meet 
its new role as a publicly owned company, and to strengthen its market position against intense 
competitive pressures, 

In order to more effectively accomplish its overall business objectives, the company re-aligned 
its management organization. Carried out in December, for implementation January 1. 1989. 
the re-alignment strengthens the Corporation's commitment to profitable, high quality 
operations A continuing emphasis on cost controls and profit margins has been applied to the 
airline's commercial, financial and technical areas through the establishment of two integrated 
functions: Marketing Sales & Service which is responsible for passenger and cargo commercial 
operations: and Finance & Planning which is responsible for all financial management sectors 
of the airline. 

Through the continuing dedication of Air Canada employees, the airline was able to improve 
productivity by two per cent over 1987, while ensuring traditionally high operational standards. 

Major collective agreements were concluded with Customer Sales &Service Agents, represented 
by the CAW-Canada; Flight Attendants, represented by the CUPE: Flight Dispatchers. 
represented by the CALDA: and employees in the Finance Branch (Winnipeg), and Cafeteria 
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A COMMITMENTTO 

a OPERATIONS 

and Printing employees, represented by the IAMAW The Corporation also concluded several 
agreements with employee collective bargaining groups located outside Canada. 

Alr Canada i s  committed to maintaining a work environment which fully reflects the respect 
and understanding employees have for the airline's ~"stomers. The Flight Attendant division, 
for example, as part ofa two-phased program to strengthen the branch's dedication to customer 
service excellence initiated a series of internal procedures to provide improved training, 
technical and administrative support for its personnel. The other aspect involved Customer 
Awareness Conferences with all members of the flight attendant group. 

The airline's Corporate Induction Program for new employees continued to emphasize the vital 
contribution of positive customer service to the airline's continuing growth and prosperity. 

The Corporation recognizes that social, cultural and demographic patterns are changing. 
It is dedicated to ensuring that individual and collective employee needs are met, including 
the areas of language and employment equity. This was demonstrated through continuing 
programs that include the Employment Equity Program responsible for achieving equitable 
representation in employment; the Employee Safety Board responsible for monitoring ground 
safety; the Employee Assistance Program which directs employees to professionals who assist 
with personal problems: and Language Training which is available to all employees. 

ACKNOWLEDGEMENT The Board of Directors wishes to acknowledge and express its sincere 
appreciation for the contribution of Air Canada's people during the year. This support was 
posit~vely demonstrated when more than 80 per cent of active employees purchased shares 
In the Corporation. A major factor in the airline's achievements was the commitment of 
Air Canada's workforce to maintaining and enhancing the Corporation's customer service and 
technical excellence. The Board views these efforts as a tangible indication of the dedication 
that Air Canada's employees have to ensuring a prosperous future for the airline. 
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YEAR-IN-REVIEW 
TO THE SHAREHOLDERS OF AIR CANADA: 
In a year marked by turbulent industry conditions 
and heavy price discounting, Air Canada earned a 
record net income of896 million or $2.00 per share 
in 1988, more than double that earned in the prior 
year. Operating income rose by $21 million overthe 
1987 level while non-operating expense improved 
by $58 million, due to reduced interest expenseand 
a higher gain on sale of aircraft and other assets, 

The results for 1988 were impressive considering that 
as the Corporation entered the year i t  was recovering 
from the 19-day work stoppage in late 1987, and 
rebuilding its market share to prestrike levels, In 
the first quarter, through fare action and unique 
promotional programs, Air Canada achieved its 
objective and increased its share of tickets sold 
in Canada on scheduled routes over that of the 
previous year. 

their capacity through del~ver~es of new aircraft 
This competitive battle for market share erupted 
into price wars which, while stimulating overall 
market growth during the year, also led tosignificantly 
lower passenger and cargo yields, and a small market 
share erosion for the Cor~oration. 

INCOME RESULTS-OPERATING REVENUES: 
Consolidated operating revenues rose $295 million 
to $3,426 million. Half of the increase was attribut- 
able to a full year's consolidation of revenues from 
subsidiaries acquired at various times throughout 
1987 The balance of the increase was due to the 
reduced revenues in 1987 as a result ofthe Fall work 
stoppage Yield, measured in terms of passenger 
revenue per revenue passenger mile. fell one per cent 
below that of 1987, reflecting the aforementioned 
fare discounting. 

Air Canada's unconsolidated passenger revenues for 
domestic services rose $97 million over last year's 
level. Passenger traffic on domestic routes grew by 
nine per cent, reflecting the stimulative effect of the 
discounts, but also the lower 1987 strike impacted 

As Air Canada was recovering market share in the 
quarter, its competitors were significantly increasing 

OPERATING INCOME (16 millions) 

OPERATING MARGIN (per cent) 
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traffic levels. Domestic passenger yields declined 
one per cent while the passenger load factor rose by 
almosta full percentage point as capacity was tightly 
controlled. 

Revenue from international passenger services 
increased six per cent, with a seven per cent traffic 
growth and a one per cent fall in yield. Traffic rose 
despite a withdrawal from the Western Canada- 
Germany service and the introduction o f  large 
capacity increases by Air Canada's competitors on 
most routes. U S .  routes recorded a 12 per cent 
traffic growth partially offset by a four per cent 
decline in yield. A general fare increase on U S .  
routes, obtained in  November, and averaging 
approximately seven per cent, will have a favourable 
impact on yields and revenues for 1989. 

Cargo revenue increased $91 million in 1988, due to the 
full year effect ofrevenues from Gelco Express Limited 
purchased in August. 1987. Air Canada's uncon- 
solidated cargo revenues were approximately equal 
to 1987 levels with much of the year affected 
by increased domestic and international competi- 

REVENUE PASSENGER MILES (mill~oni) 

tion. To counter the impact of competitive inroads 
and yield erosion, the cargo group during the year. 
refocused its attention to lowering unit costs. Major 
cutbacks in freighter flying improved profitability 
for Express, Air Canada's preeminent cargo product 
More cargo traffic was diverted to passenger and 
combination passenger/cargo aircraft. This action 
permitted the sale oftwo Douglas DC-8 freighters in 
1988, and will improve the cargo sectois profitability 
in 1989. 

To complement this strategy of rationalization, the 
Corporation concluded an agreement to sell portions 
of the overn~ght business of Gelco Express Limited, 
its subsidiary, to Purolator Courier L imi ted in 
exchange, the sale gives Air Canada a 22 per cent 
Interest in the equity of Purolator and also includes 
agreements on the transport of its packages by 
Air Canada The Corporation, however, will continue 
its effort for recoveries arising out of discrepancies 
in the value of Gelco's assets in 1987, 

Other revenues declined by $9 million from 1987 
levels, reflecting the full year effect ofthe integration 

PASSENGER YIELD PER REVENUE PASSENGER MILE (cents) 
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of Air Canada's Reservec Reservations System into 
Gemini. 

O P E R A T I N G  E X P E N S E S :  Consolidated 
operating expenses increased $274 million or nine 
per cent t o  $3,301 mi l l ion.  O f  the increase, 
$143 million resulted from the full year effect ofthe 
acquisition of subsidiaries during 1987. Air Canada's 
unconsolidated operating expenses increased five 
per cent in absolute terms, with a three per cent 
decline in terms of cost per available ton mile. 

Expense for salaries, wages and benefits rose 
$147 mi l l ion o r  15 per cent wi th  $53 mi l l ion 
or six per cent attributable to the full year impact of 
consolidation. Other elements included a lower 
1987 strike affected level, a four per cent increase 
in average pay, higher pension expense and a two 
per cent growth in employee levels, primarily hired 
in Canada to handle a heavier Connector Airline 
schedule and to service a greater number of other 
airlines. 

decline due to OPEC overproduction resulting in a 
six per cent reduction in the average fuel price per 
l i t re This was offset by an eight per cent increase 
in Iitres of fuel consumed, related to the increase 
in capacity. 

Three key elements contributed to a $44 million 
decline in depreciation, amortization and obsoles- 
cence expense from 1987 levels The first, a change in 
depreciation policy effectiveJanuary 1988, extended 
the service life of the Boeing 767'8, and increased 
the estimated residual values of substantially all the 
Corporatton's aircraft. The second factor was a more 
extensive use of sale/leasebacks. This, however, was 
more than offset by a corresponding increase in 
expense for operating leases. The last item emerged 
from an agreement wi th  a buyer t o  purchase 
Air  Canada's Boeing 727 fleet over a three-year 
period commencing in 1990 This sale fixed the 
residual values ofthe fleet upward, with a consequent 
reduction in annual depreciation expense. 

Fuel expense was814 million orthree percent higher Other operating expenses included sales commis- 
than the 1987 level. World oil prices continued to sion expense which rose by 12 per cent in 1988 due 

CARGO YIELD PER REVENUE T O N  MlLE (cents) 

OPERATING EXPENSE PER AVAILABLE T O N  MlLE (cents) 
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to a higher proportion of sales by travel agents and aircraft. At year-end 1988, the deferred gain account 
higher incentive commiss~ons. totalled $260 million. 

General price escalation. a greater number of major 
overhauls and engine events and a warranty phaseout 
on the 8-767 were factors contributing t o  a 
$29 mil l ion growth in  maintenance materials, 
supplies and services expense in 1988. 

NON-OPERATING I N C O M E  (EXPENSE): 
Consolidated non-operating income totalled $10 
million, a $58 million improvement over that of 1987. 
The major component, a $49 million increase in 
gain on disposal of assets. reflected the sale of 
two Douglas DC-8 freighters as part of the afore- 
mentioned Cargo streamlintng o f  operations, a 
sale/leaseback of one Boeing 747, and a sale of pur- 
chase options on seven 8-727 aircraft. Additionally, 
the amount included a $15 million gain on deemed 
sale of equity in GPA Group Limited. A further 
$73 million of gain on disposal, primarily from the 
sale/leasebackarrangements was deferred. Deferred 
gains from the sale/leasebacks will be amortized to 
income over the life of the operating leases for the 

FUEL PRICE (cents per litre) 

The second significant element in the non-operating 
improvement was a $13 million decline in interest 
expense. This favourable reduction was essentially 
the result o f  a strengthening Canadian dollar in 
relation to foreign currencies. As most of Air Canada's 
debt was denominated in foreign currencies, this 
led to a fall in the Canadian dollar equivalent of 
the interest payments. The last major item, pertain- 
ing to the "Other" non-operating income category 
reflected continued strong income generation from 
Air Canada's afiliated company, GPA Group Ltmited. 

FINANCING A N D  CAPITAL EXPENDITURES: 
The Corporation's cash position improved by 
$133 mil l ion in 1988 as $234 million in equity 
financing was obtained through part~al privatization. 
An additional $125 million was provided by income 
results. while $74 million ofthe change in net trade 
balances went toward funding an expansion in 
enRoute Card receivables About half o f  the 
$89 million cash usage in the "Other" financing 

DEBT AS PERCENTAGE OF DEBT PLUS FIXED CAPITAL 
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category was associated with the common share 
stock issue, primarily loans t o  employees under 
share ownersh~p plans. Proceeds from the disposal 
of assets covered the amount spent for aircraft and 
other fixed asset purchases. 

Five 8-767's were purchased. accounting for the 
majority of the year's capital expenditures o f  
$517 million. The remainder included progress 
payments made on additional arcraft comprised of 
a number of 0-767s and 34 Airbus A320's ordered 
In 1988 as a replacement for the 8-727 fleet. 

Air Canada is planningacapital investment program 
of $2 billion over the next three years. Including 
the purchase of twenty-seven Airbus A320'5, two 
Boeing 767's and three Boeing 747 passenger/cargo 
(combi) aircraft. 

Unlike the financing of the 1988 purchases. only a 
small part of this planned investment is expected to 
be funded from future disposal of assets. Over the 
next three years, ofthe required $2 billion, approxi- 
mately $1 billion will be generated from operations 

RETURN ON EQUITY (per cent) 

with anothers1 billionavailable from new borrowings 
already comm~tted to by lenders. In 1988. AirCanada 
laid the groundwork for the future by arranging 
committed borrowing facil i t~es amounting t o  
$1.7 billion under favourable terms and conditions. 
This financing is a mixture of medium and long-term 
facilities with key components being a Japanese 
Private Placement, a European Note Issuance Facil~ty, 
Canadian term bank credit lines and financing related 
to the purchase o f  the A320's. The total funds 
available from all sources is in excessoftheanticipated 
capital expenditures over the next three years. 

The intense industry compet~tion of 1988 is not 
expected to moderate in thecoming year To meet this 
challenge in 1989, the Corporation is committed to 
protecting its share of key markets, to reemphasizing 
quality customer service and to achieving a more 
competitive cost structure. Air  Canada faces the 
future with confidence in its abil~ty to achieve the 
financial performance expected by its investors. 

N E T  CASH FLOW ($ mtll%ons) 
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COMPARISON O F  ACTUALTO FORECASTCONSOLIDATEDSTATEMENTOF INCOME 
YEAR ENDED DECEMBER 31. 1988 (millions, except for per share information) 

Total operating revenues 
Total operatin2 expenses 

Operating income 
Total non-operating income (expense) 

Income before income taxes. minority 
interest and extraordinary item 

Provision for income taxes 
Minoritv interest 

Income before extraordinary item 99 103 (4) 
Extraordinary item (3) (3) - 

Net income $ 96 $ 100 $ (4) 

Net cash flow $ 131 $ 172 $ (41) 

Per common share 
Net income before extraordinary item $ 2.07 $ 2.13 S(0.06) 
Net income 2.00 2.07 (0.07) 
Net cash flow 2.74 3.56 (0.82) 

COMPARISON OF ACTUAL T O  FORECAST 
OPERATING STATISTICS (all operations excluding subsidiaries) 
SIX MONTHS ENDED DECEMBER 31,1988 

Revenue passenger miles (millions) 
Available seat miles (millions) 
Passenger load factor 
Yield per revenue passenger mile 
Available ton miles (millions) 
Ooeratine exoense oer available ton mile 

Actual Forecast - Variance 

7 993 8 099 (I)% 
1 1  254 11  300 - 

71 .O% 71.7% 
16.la 16.1g - 

1 948 2 002 (3)% 
m a  73.5a - 

MANAGEMENT DISCUSSION 
O N  FORECAST 
Thereported net incomeof896million was$4million 
below the forecasted amount in the common share 
prospectus of September 26. 1988. This was essen- 
tially the result ofa $20 million underrun in operating 
income partially offset by a $12 million improvement 
in non-operating expense represented mainly by 
additional gains on sale of assets. The weakness in 
operating income was centcrcd in Air Canada's 
subsidiaries, primarily Gelco Express Limited and 
AirOntario Inc, lndustrycompetition, strongerthan 
forecast at the time of the prospectus, reduced both 
the passenger and cargo traffic levels and was the 
key factor in an $86 million revenue shortfall. Other 
elements in thedecline in passengerrevenue included 
heavy fourth quarter airport congestion at Pearson 

lnternat~onal Airport in Toronto and the lingering 
impact of Air Ontario's SIX week strike which ended 
in the second quarter. Operating expenses decreased 
$66 million with the prime contributors being a 
$24 million reduction in depreciation expense and 
a decrease of $14 million in fuel expense from that 
forecast, arising from unanticipated further declines 
in world prices. The decline in depreciation expense 
was related to the adjustment of res~dual values 
as a result of the sale of the 8-727 fleet, discussed 
previously. Although net income was comparatively 
close to target. net cash flow fell $41 million short 
of the forecast amount. Tougher industry conditions 
adversely affected the Corporation's cash generating 
ability. A greater proportion of the net income was 
derived from non-cash areas. 
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FIVE YEAR COMPARATIVE REVIEW 

F I N A N C I A L  DATA-consolidated ($ millions) 
Operating revenues: 

Passenger 2596 2383 2218 2110 1989 
Cargo 503 412 354 319 280 
Other 327 336 313 293 230 

Total operating revenues 3 426 3 131 2885 2 722 2499 

Operating expenses: 
Saiaries, wages and benefits 1101 954 873 910 873 
Aircraft fuel 481 467 481 565 542 
Depreciation, amortization and obsolescence 148 192 189 193 165 
Other 1571 1414 1216 1053 876 

Total operating expenses 3301 3027 2759 2721 2456 

Operating income 125 104 126 1 43 

Non-operating income (expense): 
Interest on long-term debt and capital iease obligations (116) (129) (125) (I 14) (102) 
Gain on disposal ofassets 79 30 24 14 3 1 
Other 47 51 30 43 34 

Total non-operating income (expense) 10 (48) (71) (57) (37) 

Income (ioss) before income taxes and 
extraordinary items 135 56 55 (56) 6 

(Provision for) recovery of income taxes ,(37) (10) (19) 34 16 
Minority interest 1 - - - - 

income (loss) before extraordinary items 99 46 36 (22) 22 
Extraordinary items (3) - 4 7 6 

Net income (loss) 96 46 40 (15) 28 
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FIVE YEAR COMPARATIVE REVIEW 

F I N A N C I A L  DATA  (cont'd) 
Operating margin 
Cash generation margin 

Net cash flow 

Total assets 
Long-term debt and capital leases 

(including current portion) 
Subordtnated perpetual bonds 
Shareholdem equity 
Percentage o l  debt to debt plus fixed capital 

Book value per share (dollars) 
Return on equtty 

OPERATING STATISTICS-not consolidated 
A l l  operations: 
Revenue ton miles (millions) 
Available ton miles (millions) 
Weight load factor 

Operating revenue p?r revenue ton mile 
Operating expense per available ton mile 

Average number of employees (000) 
Available ton miles per employee (000) 

Passenger-scheduled and charter: 
Revenue passengers carried (millions) 
Revenue passenger miles (millions) 
Available seat miles (millions) 
Passenger load factor 
Yield per revenue passenger mile 

Cargo-scheduled and charter: 
Revenue ton miles (millions) 
Yield per revenue ton mile 
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MANAGEMENT REPORT 
The consolidated financial statements contained in 

this annual report have been prepared by mana- 
gement i n  accordance w i t h  generally accepted 
accounting principlesand the integrity and objectivity 
o f the  data in these financial statements are manage- 
ment's responsibility. Management is also responsible 
for all other information in the annual report and 
for  ensuring that this information i s  consistent, 
where appropriate. wi th the information and data 
contained in the financial statements. 

I n  suppor t  o f  i ts r espons ib i l i t y  management 
maintains a system o f  internal control t o  provide 
reasonable assurance as t o  the reliability o f  financial 
information and the safeguarding o f  assets. The 
Corporation has an internal audit department whose 
functions include reviewing internal controls and 
their application, on  an ongolng basis. 

The Board o f  Directors is responsible for ensuring 
that management fulfi l ls i t s  responsibil it ies for 
financial reporring and internal control and exercises 
this responsibility through the Audi t  Committee of 
the Board, which is composed p r i m a r y  ofdirectors 
whoare not employees ofthe Corporation. The Audit 
Committee meets w i th  management, the internal 
auditors and the external auditors at least four times 
each year. 

The external auditors. Thorne Ernst & Whinney. 
conduct an independent examination, in accordance 
w i t h  generally accepted audit ing standards, and 
express their opinion on  the financial statements. 
Their examination includes a review and evaluation 
o f  the Corporation's system o f  internal contro l  
and appropriate tests and procedures t o  provide 
reasonable assurance that the financial statements 
are presented fairly. The external auditors have full 
and freeaccess t o  the Audit Committee o f the  Board 
and meet w i th  i t  on  a regular basis. 

W 1. Reid Pierrelleanniot. O.C. 
A/hecutive V~ce President. President & Chief 
Finance & Planning hecutwe Oficer 

AUDITORS' REPORT 
To The Shareholders of 
Air Canada. 

W e  have examined the consolidated balance sheet 
o f  A i r  Canada as at December 31 1988 and the 
consolidated statements o f  income and retained 
earnings and changes in financial position for the year 
then ended Ou r  examination was made in accordance 
wi th generally accepted a u d ~ t ~ n g  standards and 
accordingly included such testsand other procedures 
as we considered necessary in the circumstances 

In our  opinion, these consolidated financial state- 
ments present fairly the financial position o f  the 
Corporation as at December 31, 1988and the results 
o f  i t s  operations and the changes i n  its financial 
position for the year then ended in accordance wi th 
generally accepted accounting principles applied on 
a basis consistent wi th that o f t he  preceding year, 

Montreal, Quebec Chartered Accountants 
February 10. 1989 
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CONSOLIDATED STATEMENT OF 
INCOME AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31 (In m ~ l l ~ o n s )  

Operating revenues 
Passenger 
Cargo 
Other 

Operating expenses 
Salaries, wages and benefits 
Aircraft fuel 
Depreciation, amortization and obsolescence 
Other 1 571 1414 

3 301 3 027 

Operating income 125 104 

Non-operating income (expense) 
Interest on long-term debt and capital 

lease obligations 
Gain on disposal o f  assets 
Other 

Income before income taxes, minority 
interest and extraordinary item 

Provision for income taxes (note 10) (37) (10) 

Minority interest 1 0 

Income before extraordinary item 99 46 

Extraordinary item (note 11) (3) - 

Net income 96 46 

Retained earnings at beginning of year 270 224 

Retained earninns at end of year S 366 $ 270 

Earnings per share (note 12) 

See accompanying notes 
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CONSOLIDATED BALANCE SHEET 
DECEMBER 31 (in m~ll~ons) 

ASSETS 

Current 
Cash and short-term investments $ 356 8 223 
Accounts receivable 536 414 
Spare parts, materials and supplies 125 131 
Prepaid expenses 16 16 
Deferred income taxes 31 36 

1 064 820 

Property and equipment (note 2) 1679 1 665 

Investment in other companies (note 3). 251 154 

Deferred charges and other assets (note 4) 443 445 

On behalf of the Board: 

Claude I, Tayioi. O.C, 
Chairman of the Board 

Pierre] Jeanniot, O.C. 
President & Chief Executive Opcer 
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LIABILITIES 

Current 
Accounts payable and accrued habl tes $ 419 $ 427 
Advance t~cket sales 188 186 
Current portion of long-term debt 

and cap~tal lease obl~gat~ons 66 67 

673 680 

Long-term debt and capital lease obligations (note 5) 1 034 1 097 

Other long-term liabilities 31 28 

Deferred credits (note 7) 424 335 

2 162 2 140 

MINORITY INTEREST 10 9 

SUBORDINATED PERPETUAL BONDS (note 8) 336 336 

SHAREHOLDERS' EQUITY 

Share capital (note 9) 
Authorized: unlimited number of common shares, 

Class A preferred shares, and Class B preferred shares 
Issued and fully paid. 71 895 594 common shares 

Retained earninns 

See accompanying notes. 
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CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 ( ~ n  m~ll~ons) 

Cash provided by (used for) 

Operations 
Income before extraordinary item $ 99 $ 46 
Extraordinary item (6) - 
Non-cash tems included in net income 32 97 

Income results 125 143 
Change in net trade balances (Iz6) (35) 
Change in spare parts, materials and suppl~es (9) (31) 
Increase (decrease) in advance ticket sales 2 (3) 
Other (I 2, 14 

Financing 
Issue of common shares 236 - 
Long-term borrowings 75 76 
Repayment of long-term debt and 

capital lease obl~gatlons (71) (1 39) 
Other (89) (53) 

151 (1 16) 

Investments 
Proceeds from disposal of assets 
Additions to property and equipment 
Investment in subsid~aries and other companies 
Dividends received 

Increase (decrease) in cash position 133 (159) 

Cash position at beginning of year 223 382 

Cash ~osit ion at end of vear $356 $223 

Cosh po~ition consist7 of cash and short-term investments. 

See accompanying notes. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (in millions) 

1. SIGNIFICANT ACCOUNTING 
POLICIES 

A) CONSOLIDATION A N D  INVESTMENT 
IN OTHER COMPANIES 

The consolidated financial statements o f  the 
Corporation include the accounts of Air Canada and 
it, subsidiaries. Touram Inc ,  enRoute Card Inc .  
enRoute Card International lnc., Air  Ontario Inc., 
AlrBC Limited. Express Messenger Systems. Inc.. 
Northern Express Messenger Systems L td . ,  
Air Alltance Inc., Northwest Territorial Airways Ltd., 
and 395259 Alberta Ltd. The investment in Gelco 
Express Limited has been recorded in the 1988 
consolidated balance sheet on the equity basis 
(consol~dated in 1987 comparative figures) as a result 
of a plan for its dtsposal (note 14). The results of 
operations ofthls subsidiary have been consolidated 
with those of the Corporation for both 1987 and 
1988. All inter-company transactions have been 
eltmnated. 
Investments in other companies are accounted for 
on the equity basis, 
The excess of the acqursltton cost of investment 
in subsidiaries and other companies over the 
Corporation's proportionate share of the underlying 
value of the net assets at dates o f  acquisition, 
represents goodwill and is amort~zed over periods 
not exceeding 25 years. 

6) FOREIGN CURRENCY TRANSLATION 
Monetary assets and liabilities in foreign currencies. 
with the exception of subordinated perpetual bonds, 
are translated at month-end exchange rates. Gains 
or losses are included in income of the year. except 
galnsor losses relating to long-term debt and capital 
lease obligations which are deferred and amortized 
over the remaining life of the debt or obligation. 
In 1988 the Corporation acquired zero coupon bond 
investments to fund the deferred foreign currency 
exchange loss on certaln Swiss Franc and Japanese 
Yen debt Accordingly, deferred foretgn exchange 
losses equalling the amount of future interest on 
these investments have been segregated and will be 
amortized to income at amounts equal to the interest 
earned on the zero coupon bonds, The maturity 
dates of the investments closely match the repayment 
dates of the related debt. 
Other assets and liabilittes, subordinated perpetual 

bonds and items affecttng income are converted 
at rates of exchange in effect at the date of the 
transaction 

C) SPARE PARTS MATERIALS A N D  SUPPLIES 
Spare parts. mater~als and suppl~es are valued at 
average cost A provision for the obsolescence of 
fltght equipment spare parts i s  accumulated over 
the estimated service hves o f  the related flight 
equtpment 

D) GAINS O N  SALE AND LEASEBACK OF ASSETS 
Gains on sale and leaseback of assets are deferred 
and amort~zed to income over the terms of the leases 
as a reduction in rental expense. 

E) AIRLINE REVENUE 
Airline passenger and cargo sales are recognized 
as operating revenues when the transportation 
i s  prov~ded The value of unused transportation 
i s  included in current liabilit~es 

F) PENSION EXPENSE 
Pension expense conststs ofthe auuarially computed 
costs using management's best estimate assumptions 
of the pension benefits in respect of current year's 
service, tmputed interest on plan assets and pension 
obligations, and straight-ltne amortization of expe- 
rience gains or losses, assumption changes and plan 
amendments, over the average remaining service life 
of the employee group, 

G) MAINTENANCE 
Maintenance and repairs are charged to operating 
expenses as incurred, except for significant modifi- 
cation costs which are capitalized. 

H) DEPRECIATION A N D  AMORTIZATION 
Operating property and equipment, including assets 
under capital lease, are depreciated or amortized to 
estimated restdual value based on the stratght-line 
method over their estimated service lives. Esttmated 
service lives for flight equipment range from 12 
to 20 years, except when extended by significant 
modifications. Estimated service lives for other 
property and equipment range from 3 to 40 years, 

I) INTEREST CAPITALIZED 
Interest on funds used t o  finance the acquisition 
o f  new flight equipment and other property and 
equipment is capitalized for periods preceding the 
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dates the assets are put into service. been determined by the terms ofthe salesagreement. 

I) INVESTMENT TAX CREDITS 
Investment tax credits related to assets acquired 
prior t o  1985 are recognized in income net of 
applicable deferred income taxes, using the flow 
through method in the year In which the credits 
are claimed for tax purposes, Investment tax credits 
related to assets acquired after 1984 are recognized 
as a reduction of the cost of property and equipment 
in the year ofacquisition. 

2. PROPEXTY A N D  EQUIPMENT 

December 31 

1988 1987 

Cost: 
Flight equipment $2090 $2066 
Flight equipment under 

capital lease 185 257 

As a result, depreciation expense in 1988 has been 
adjusted, and these aircraft will be fully depreciated 
to their revised residual values by delivery. so that 
there will be no gain or loss on sale. 

3. INVESTMENT IN OTHER COMPANIES 
lnvestment in other companies includes Gelco 
Express Limited (1988 only -100%). GPA Group 
Limited (22.39%). The Gemini Group Limited 
Partnership (50%). and other companics (30.3% to 
50.0%). 
The Corporation's share of the earnings of these 
companies, except Gelco Express L~mited. has been 
included in  other non-operating income and 
amounted to $34 (1987 $26). The earnings of Gelco 
Express L~mited have been fully consolidated (note 14). 
During the year, the Corporation recorded a $15 
gain on disposal of assets resulting from dilution of 
its investment in GPA Group Limited. 

2 275 2 323 
Other property and 4. DEFERRED CHARGES 

equipment 731 703 A N D  OTHER ASSETS 

3 006 3 026 December 31 

Accumulated depreciation 
1988 1987 

and amorrization: Foreign currency exchange 
Flight equipment 830 810 losses on long-term debt $103 $151 
Flight equipment Employer pension plan 

under c a ~ i t a  lease 134 205 contributions in excess 

964 1015 of amounts included 

Other property and in income 163 115 

489 447 Bond issue costs equipment 
44 49 

Goodwill (note 14) 40 94 
1453 1 462 Zero coupon bonds to fund 

1553 1 564 deferred foreign exchange 28 - 
Progress payments 126 101 Other 65 36 - 
Pro~ertv and eaui~ment Deferred charges , , , , 

at net book value $1 679 $1 665 and other assets $443 $445 

Interest capitalized during the yearamounted to811 Amortization of deferred charges for the year 

(1987 $3). amounted to $20 (1987 $29). 

During the year, 26 8-727 aircraft were sold on a 
forward basis with delivery commencing in 1990 
and extending over 3 years. These aircraft, which 
have a net book value of $35 at December 31, 1988, 
will be removed from property and equipment as 
they are delivered. The residual value of these air- 
craft, previously estimated in accordance with the 
Company's accounting policy (note 13). has now 
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5. LONG-TERM DEBT A N D  CAPITAL LEASE OBLIGATIONS 
Final Interest December 31 

Long-term debt Maturity rate (%) 1988 1987 

U.S. dollar (a) 1991-1996 8.0-9.7 S 374 $ 452 
Canadian dollar 

Government of Canada 1993 7.2 130 154 
Other 1990-2000 Various 183 125 

Swiss franc bonds (b) 2002 5.125 159 204 
Deutsche mark bonds (c) 1992/1993 738/9.0 135 165 
Japanese yen bonds (d) 1995 7.3 143 161 
UK,  sterling bonds (e) 1994 11.25 70 70 
French franc notes 1993 9.25 18 29 

1212 1 360 
Deferred foreign exchange (c) (37) (68) 
In-substance defeasance (note 6) (131) (159) 

Net long-term debt 1 044 1 133 

Capital lease obligations 
Future minimum lease payments net of 

amounts defeased (note 6) 10 23 
Interest and holdbacks (1) (8) 

Net present value of capital lease obligations 9 15 

Net long-term debt and capital lease obligations (0 1053 1148 
Current portion (66) (67) 
Net value of related long-term forward 

exchanee contracts 47 16 

Lone-term debt and ca~ital  lease oblieations $1 034 $1 097 

At December 31,1988, Air Canada had the following 
financingfacilities established on an unsecured basis. 
against which there were no drawings: 
-8200 revolving and term credit agreements with 
two Canadian chartered banks. The revolving and 
term periods are three and five years respectively. 
-up to US. $400 from a group ofJapanese financial 
institutions, fora total term of I5 years commencing 
with availability in 1990. 
- u p  toU.8. $400from a Euro Note Issuance Facility 
with an initial term of eight years, including a three 
year fully revolving availability period, extendible 
yearly by mutual agreement 
In addition, Air Canada had received commitments 
for lhe following financing facilities. 
-up to US. or Canadian $400 from a group of 
financial institutions in Canada with an initial term 
of eight years, including a four year fully revolving 
availabil~ty period, followed by a four year reducing 
revolving availability period, extendible yearly by 
mutual agreement. This arrangement when finalized 

will replace the existing $200 revolving and term 
credit agreements with two Canadian chartered 
banks. 
-up to U.S. $ZOO related to the acquisition ofAirbus 
A320 aircraft, for a term of 15 years from drawdown. 
available pro-rata on the delivery of certain of the 
A320 aircraft. 
Subsidiaries have similar financing agreements 
totalling $60 of which $23 was drawn down as at 
December 31, 1988. 
Capital leases are recorded at the present value of 
the lease payments using the interest rate implicit 
in the lease. Theaverage irnplic~t interest rate ofthese 
obligations is 7.6% and their expiry dates are from 
1989 to 1991. 
(a) Essentially all the US. debt is covered by long- 
term U S  currency forward exchange contracts. An 
interest rate swap agreement for U.S $50 in notional 
principal expires in 1990. In this agreement the 
Corporation has assumed the variable interest rate 
position adjusted quarterly to the prevailing LIBOR 
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7. DEFERRED CREDITS 

December 31 
1988 1987 

Gain on sale and lease- 
back of assets $260 $212 

Income taxes 138 106 
Other 26 17 

Deferred credits $424 $335 

8. SUBORDINATED PERPETUAL BONDS 

December 31 
1988 1987 

-- 

300 million SWISS francs 
at 6114% 
Callable in year2001 and 
every fifth year there- 
after at 102% of par $202 $202 

200 million Swiss francs 
at 5314% 
Callable at 101112% of par 
in year 1999 and every 
fifth year thereafter at 
102% of par 134 134 

Subordinated 
perpetual bonds $336 $336 

Thematurity ofthese bonds isonly upon the Iiquida- 
tlon, ifever, ofthe Corporation. Principal and interest 
payments on these bonds are subordinated to the 
prior payment in full ofall indebtedness for borrowed 
money. Since i t  is  not probable that circumstances 
will arise requiring redemption of the bonds and 
since, under present circumstances, it is not probable 
that the Corporation will call the bonds, they are 
valuedatthe historical exchange rateand no provision 
is made for foreign exchange fluctuations Based on 
the Canadian dollar/Swiss franc exchange rate as at 
December 31, 1988. the Canadian dollar equivalent 
of500 million Swiss francs is  $397 

9. SHARE CAPITAL 
The authorized capital of the Corporation consists 
of an unlimited number of common shares. Class A 
preferred shares issuable in series and Class 8 
preferred shares Issuable in series. lssued capital 
conslsts of common shares and the changes in the 
outstanding number of such shares and their aggre- 
gate stated value during the year are as follows, 

Number of Amount 
Shares 

Outstanding at beginning 
of year 329 009 $329 

Adjustment to reflect 
share split on a 125 
to 1 basis in September 
1988 40797 116 - 

41 126 125 329 
Issued for cash in 

October 1988 net of 
issue costs of $11 after 
tax 30 769 469 234 

71 895 594 $563 

(a) Included in the public share ISSUP in October. 
1988 were 5 165 877 common shares issued to the 
trustee for eligible employees, retirees and executives 
pursuant to share purchase plans established by the 
Corporation Of  these, 1 301 707 shares were issued 
at a 10% discount from the public offering price 
o f $ 8 0 0  a share, In addition, there are 2 151 437 
matched shares reserved for issuance to eligible 
employees at $001 per share. Subject to continuing 
eligibility, employees have the right to purchase 
50% of such shares in October, 1989 and the balance 
in October. 1990. 
(b) Certain shares under the employee share purchase 
plans were funded by $26 of non-interest bearlng 
loans from the Corporation. The balance outstanding 
at December 31, 1988 amounted to $24. 
(c) The Corporation has adopted a stock optlon plan 
under which eligible executives o f  Air  Canada will 
be entitled to receive common share purchaseoptions 
at a price not less than the market value ofthe shares 
at the date of grantlng. Options to acquire 723 272 
common shares at $8.00 per share have been granted 
during the year. These options are exercisable in the 
amount of 33%% of the shares per year on a cumu- 
lative basis, commencing in 1989. 
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10. INCOME TAXES 
The Corporations income tax provision (recovery) 
conslsts of the following 

Year Ended 
December 31 

1988 1987 

11. EXTRAORDINARY ITEM 
Provision for the cost of a major staff reduction 
program amounted to $3 after deducting deferred 
income taxes of $3,  

12. EARNINGS PER SHARE 

Current 
Deferred 

Provision for 
income taxes 

Income tax expense differs from the amount which 
would be obtained based on the combined baslc 
Canadian federal and provincial income tax rate. 
These differences result from the following items: 

1988 1987 

Provision based on 
combined rate $57 $26 

Tax exempt earnings of 
related companies (13) (11) 

Lower effective income tax 
rate on capital (gains) 
losses (5) (6) 

Investment tax credlts, 
net of deferred income 
tax of $4 (5) - 

Non-deductible expenses 3 - 
Subsidiary company losses 

for which no tax benefit 
recorded - 1 

Provision for income taxes $37 $10 

Year Ended 
December 31 

1988 1987 

Basic 
Income before 
extraordinary item $2.07 $1.11 

Extraordinary item (0.07) - 

Net income $2.00 $111 

Fully diluted 
Income before 
extraordinary item $1 3 5  $0.92 

Extraordinary item (0.07) - 

Net income $1.78 $0.92 

Earnlngs per share has been calculated using the 
weighted average number of common shares out- 
standing during the year after giving retroactive 
effect to the stock split in September. 1988. The 
calculation of fully diluted earnings per share was 
based on the assumed exercise ofoutstanding rights 
and share options relating to the Corporation's share 
capital (note 9) together with the effect on con- 
solidated Income of similar dilutive factors in 
subsidiaries and other companies accounted for on 
the equity basis. 
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13. CHANGE IN ACCOUNTING 
ESTIMATES AND OTHER 
ADJUSTMENTS 

a) Effective January 1, 1988 the Corporation increased 
the est~mated residual values of substantially all of 
its aircraft and the estimated service lives of 6-767 
atrcraft in the determination of 1988 depreciation 
expense. This change increased 1988 net income by 
$16 after deducting deferred income taxes ofBl2. 
b) Certain comparative figures have been reclassified 
to conform to the accounting presentation adopted 
in 1988. 

14. SUBSIDIARIES 
a) Acquisition 
Durng the year the Corporation used the purchase 
method toaccount for itsacquisition ofa90% interest 
in Northwest Territorial Airways Ltd. The net assets 
acquired and consideration given are summarized 
as follows: 

Net assets at acquisition, at assigned values $ 3 
M~nority interest - - 
Net tangible assets acquired 3 
Goodwill 10 

Cash consideration $13 
- - 

Consolidated net income includes the operating 
resultsofthissubsidiary from thedateofacquisition. 
b) Gelco Express Limited 
In February 1989. the Corporation entered into an 
agreement to sell its overnight small parcel door- 
to-door business and the overnight business of its 
subsidiary. Gelco Express Limited, in exchange for 
a 22% equity interest in Purolator Courier Limited 
and other consideration. Based on the terms of the 
agreement. which is expected to close in March, 
no galn or loss on disposal of these assets will be 
recorded by thecorporation. Consolidated operating 
income of the Corporation includes approximately 
$7 of losses from the business activities included in 
the sale transaction. 
Subsequent to the acquisition of Gelco Express 

Limited by theCorporation in 1987, eventsdtsclosed 
discrepancies in the value of its assetsat acquisition. 
The Corporation has threatened legal action for sub- 
stantial damages and discussions arecontinuingwith 
the objective of negotiating a settlement. Recoveries 
will be recorded as a reduction of certain of the 
Corporation's courier business investments or other- 
wise as is approprtate, 

15. COMMITMENTS 
The Corporation has commitments to purchase air- 
craft and spare engines for US. $1 501 and CDN $245. 
Other commitments for property, ground equipment 
and spare parts, amounted to approximately $61 
Canadian 
Future minimum lease payments under operating 
leases of aircraft and other property total $1 932 and 
are payable as follows: 

1989 
1990 
1991 
1992 
1993 
Remaining years 

The Corporation has commitments related to use of 
travel awards by members of Aeroplan its frequent 
flyer program It i s  estimated that the incremental 
cost of honouring all commitments under the pro- 
gram would be less than $18 net of income taxes 
of $12 which i s  not material in relation to the 
Corporation's financial position or the results of its 
operations 
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16. PENSION PLANS 
Air Canada and its subsidiaries maintain several 
defined benefit pension plans. Based on the latest 
actuarial reports prepared as of December 31, 1987 
using management's best estimate assumptions, the 
present value of the accrued pension benefits as at 
December 31. 1988 amounted to $2038. and the 
market value of the net assets available to provide 
these benefits was $2550. 

17. CONTINGENCIES 
Various lawsutts and clalms are pending by and against 
the Corporatton. It is the opinion of management 
supported by counsel that final determination of 
these claims will not materially affect the financial 
position or the results of the Corporation. 
Under aircraft sale and leaseback agreements, the 
Corporation may be required to provide residual 
value support not exceeding $224, Independent 
appraisals have indicated i t  is  unlikely the Corpora- 
tion will be required to provide this support 

18. RELATED PARTY TRANSACTIONS 
In the ordinary course of business, the Corporation 
enters into transactions with related parties including 
the Government of Canada, its agencies and Crown 
Corporations. The Corporation dertves revenues 
from related parties for passenger, cargo and other 
services. Expenses wi th  related parties include 
landing fees, terminal assessments, taxes and interest 
on long-term debt. Account balances resulting from 
these transactions are included in the balance sheet 
and are settled on normal trade terms. 

19. SEGMENTED INFORMATION 
The Corporattons primary business is the trans- 
portation of passengers and cargo on scheduled air- 
line services over routes authorized by the National 
Transportation Agency of Canada. Principal assets 
are located in Canada with substantially all of the 
operations involvingflights within, toor from Canada 

20. ACT OF INCORPORATION AND 
LEGISLATIVE PROVISIONS 

On August 25, 1988 the Corporation ceased operating 
under the Atr Canada Act, 1977, as amended. and 
was continued pursuant to Articles of Continuance 
under the provisions of the Canada Business 
Corporations Act.  O n  October 13, 1988 the 
Corporation issued common shares to the public and 
at that time, ceased to be a Crown Corporation. 
The foregoing was authorized by the Public Participa- 
tlon Act which came into force on August 18, 1988. 
Under provisions of this Act, the Corporation's 
Articles of Conttnuance include limits on individual 
and aggregate non-resident public ownership o f  
voting shares of 10 percent and 25 percent respectively, 
which includes associates of such shareholders. 

21. SUBSEQUENT EVENTS 
a) Air Canada has finalized plans to purchase seven 
Boeing 747-400 combination aircraft. The three 
ordered including associated spare parts and 
equipment are valued at approximately $600 with 
delivery between December 1990 and May 1991 
Four options to purchase are available to complete 
the planned acquisition at a later date. 
b) Effective January I ,  1989, the Corporation wi l l  
change its method of accounting for its investment 
in GPA Group Lim~ted from the equity method to 
the cost method. Thts change is a result of antici- 
pated dilution in its percentage shareholding and 
other factors. Under the equity method the Corpo- 
ration recorded its appropriate share of GPA Group 
Limited's earnings in non-operating income and 
under the cost method it will record only dividends. 
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location-exploitation d'apparells et de blens-fonds 
s'el6vent a 1932 8, payable8 comrne suit 
1989 172 $ 
1990 157 
1991 152 
1992 150 
1993 130 
Au-deld 1171 

La Societe a des engagements concernant utilisatton 
des primes-voyages par les rnembres de I'Aeroplan. 
son programme pour grands voyageurs. Selon les 
estimations. IecoDt different4 decoulant du respect 
de tous les engagements en vertu du programme 
devrait &re inferieur a 18$, deduction falte des 
impbts sur e revenu de 128. Ce coDt n'a pas d'inci- 
dence importante sur la situation financiere ou sur 
les resultats d'exploitation de la Societe. 

16. REGIMES DE RETRAITE 
Air Canada et ses filiales ont plusieurs regimes de 
retraite a prestattons determinees Sulvant les der- 
niers rapports actuariels dresses au 31 decembre 1987, 
et a partir des hypotheses es plus probables de la 
direction, lavaleuractuarielle des prestations constl- 
tuees atteint 2038 8 au 31 decernbre 1988, et la valeur 
rnarchande de I'actif net disponible pour honorer 
ces engagements s'etablit a 2550 $. 

17. EVENTUALITES 
Diverses poursuites judiciaires et reclamations enta- 
rnees par ou contre la Societe sont actuelement en 
cours De I'avis de la dtrection et de ses conseillers 
jurtdiques, le denouement de ces affaires n'aura 
aucune incidence marquee sur la situation financiere 
ou sur les resultats de la Societe. 
En vertu de contrats de cession-ball d'appareils, la 
Societe peut &re tenue de rernbourser la valeur 
residuellea hauteur de 224 8. Des expertises externes 
ont indique que la Societe n'aurait probablernent 
pas a effectuer ce rernboursement. 

18. OPERATIONS ENTRE APPARENTES 
Dans le cadre normal de ses affaires, la Societe effec- 
tue des operations avec des apparentes, a savoir le 
Gouvernernent du Canada, ses organisrnes et des 
soc~etes d'gtat. La Societe perqoit de ses apparentes 
des produits au titre de passages. de fret et d'autres 
services. Les charges engagees aupres des apparentes 
comprennent des redevances d'atterrissage et des 
taxes generales d'aeroport ainsi que des taxes et des 
inter& sur la dette a long terrne. Les soldes des 
cornptes qui resultent de ces operations figurent au 

btlan et sont regles selon les conditions faites aux 

tiers non apparentes, 

19. I N F O R M A T I O N  SECTORIELLE 
Lactivite principale de a Soc~eteconsistea transpor- 
ter des passagers et du fret par vols reguliers sur l e i  
lignes autorisees par I'Offlce national des trans- 
ports du Canada. Les principaux elements d'act~f 
d'Air Canada sont situes au Canada et la quasi-totalte 
de son exploitation aerienne se fait I'interieur du 
pays ou encore au depart ou a desttnation de celul-c~ 

20. ACTE CONSTlTUT lF  ET 
DISPOSITIONS LEGISLATIVES 

Le 25 aoDt 1988, la Societe cesse d'0tre regie par la 
Loi dXir Conodo de 1977 modifiee et est prorogee 
conformernent aux clauses de prorogation, en vertu 
des dispositions de la Loi sur les societes commerc~ales 
conadiennes. Le 13 octobre 1988, la Societeemet des 
actions ordinaires dans le public et cesseainsi d'etre 
une societe d'Etat. 
Elle est autorlsee a falre cette emission d'actonr 
par la Loi sur lo participation publique ou coprfal 
dAir Conodo qui a pris effet le 18 aoDt 1988. Suivant 
les dispositions de cette o i ,  lesclausesde prorogation 
de la Societe fixent des restrictions quanta la pro 
priete des actions avec droit de vote, soit un maxi- 
mum de 10% pour une personne et de 25% pour 
a totalite des non-residents, y cornpris les personnes 
qui leur sont liees. 

21. EVENEMENTS POST~RIEURS A LA 
C L b T U R E  DE L'EXERCICE 

a) Air Canada concretise ses plans d'acquistion de 
sept Boeing 747-400 combis. Elle commande trols 
avions q u i  avec l'equipement et les rechanges affe- 
rents, sont evalues a 600 $ environ et seront livres 
entre decembre 1990 et rnai 1991. Elle prend egae- 
rnent quatre options d'achat qui pourront &re exert& 
a des dates ulterleures, 
b) A effet le 1"' janvier 1989, la Societk cornptabili- 
sera son placement dans GPA Group Lrn~ted a 18 
valeur d'acqulsitlon et non plus a la valeur de conso- 
lidation. Ce changernent s'explique notarnrnmt par 
la dilution prevue du pourcentage de sa pancipation 
Suivant la methode de cornptabilisation a la valeur 
de consoltdation, la Societe inscrivait au poste Pre- 
duits hors exploitation la quote-part du beneficed? 
GPA Group Limited qui lui revenait, sutvant la 

methode de la cornptabilisation d la valeur d'acqul- 
sition, elle n'inscrira que les dividendes. 
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12. BENEFICE PAR ACTION 

Exercice clos 
le 31 decembre 

1988 1987 

Benefice par action 
en circulation 

Benefice avant poste 
extraordinaire 2 , 0 7 5  1,11$  

Poste extraordinaire (0.07) - 

Benefice net 2,OOS 1.11$  

Benefice dilue 
par action 

Benefice avant poste 
extraordinaire 1.85 S 0.92 $ 

Poste extraordinaire (0,07) - 

Benefice net 1,78 S 0.92 $ 

Le benefice par action est calcule a partir de la moyenne 
ponderee des actions ordinaires en circulation a; 
cours de I'exerctce et tient compte de I'effet retro- 
actif de la dlvlsion des actions en septembre 1988. 
Le calcul du benefice diluk par action tient compte 
de I'exercice eventuel de droits de souscription et 
d'options d'achat relatifs au capital-actions de la 
Societe (note 9) ainsi que de l'effet sur le benefice 
consolide de facteurs de dilutton similaires dans des 
fillales et d'autres societes comptabilisees a la valeur 
de consolidation. 

13. MODIFICATION D'ESTIMATIONS 
COMPTABLES ET AUTRES 
REDRESSEMENTS 

a) Aux fins du cacu de l'amortissement pour 1988, 
la valeur residuelle estimative de la quasi-totalite 
des avions de la Societe a ete augment& et la duree 
d'utilisatlon prevue des 6-767 a ete prolongee, a 
effet le le r  janvier 1988. 1 1  en resulte une augmen- 
tation de 16 $ du benefice net, apres deduction de 
12 $ d'lmpbts sur le revenu reportes. 
b) Certains chiffres donnes a titre comparatifont ete 
reclasses pour les rendre conformes a la presentation 
cornptable adoptee en 1988. 

14. FILIALES 
a) Acquisitions 
Durant I'exercice, la Societe a comptabilise l'ac- 
qu is i t ion d'une participation de 9 0 %  dans 
Northwest Territorial Airways Ltd., selon la methode 
de l'achat pur et simple. Cactif net acquis et la 
contrepartie donnee se resument comme suit: 
Actif net a I'acqulsltion, a la valeur 

attribuee 3 8 
Part des actionnaires minoritaires - - 

Act11 corporel net acquis 3 
Achalandage 10 - 
Contrepartie en especes 138 

Le benefice net consolide comprend les resultats 
d'exploitation de cette filiale a compter de la date 
d'acquisition. 
b) Gelco Express Limited 
En fevrier 1989, la Societe a conclu un accord de 
vente de son Service de petites expeditions porte a 
porte du jourau lendemain et du Service du jour au 
lendemain de sa filiale. Gelco Express Limited, en 
echange de 22 % des actions de Purolator Courrier 
Limitee et d'autres contreparties. Aux termes de 
I'accord, qui devrait etre ratifie en mars, l'alienation 
de cet element d'arlif n'entralne ni gain ni perte 
pour la Societe Le benefice d'exploitatlon consolide 
de la Socikte tient compte de pertes d'environ 7 $ 
decoulant des activites commerciales prtses en 
consideration dans l'operation de vente. 
Apres que la Societe eut fait I'acquisition de 
Gelco Express Llmited en 1987, des ecarts ont ete 
constates dans la valeur de l'actif de cette derniere a 
la date d'acquisition. La Societe a menace d'intenter 
une action en dommages-interets et les pourparlers 
en vue de parvenira un reglement se poursulvent. Les 
recouvrements seront comptabilises en reduction 
de certain8 placements de la Societe dans le secteur 
des messageries ou autrement, selon le cas. 

15. ENGAGEMENTS 
La Societe a pris des engagements touchant I'acqui- 
sition d'appareils et de reacteurs de rechange pour la 
somme de 1501 $ US et de 245 $ CA. Ses autres 
engagements au titre des biens-fonds, du materiel du 
sol et des rechanges s'elevent a environ 61 $ CA. 
Les toyers minimaux futurs au titre des contrats de 
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acquer~r 50% de leurs actions en contrepartie en 
octobre 1989 et le reste en octobre 1990. 
b) Certalnes actions acquises dans le cadre des pro- 
grammes d'actionnariat ont ete reglees au rnoyen de 
prets sans lnteret consentis par la Soclete et s'ele- 
vant a 26 $ Au 31 decernbre 1988, le solde de ces 
prets s'etablissa~t a 24 $. 
c) La Societe a institue un regime d'optlons d'achat 
d'actions permettant aux hauts dirigeants admissibles 
d'Air Canada de se prevalo~r d'options d'achat 
d'actions ordinaires a un prix en aucun cas inferieur 
a la valeur rnarchande des actions au moment de 
I'octroi. Au cours de l'exercice, des options d'achat 
de 723 272 actions ordinaires, a 8.00 $ ['action, ont 
ete accordees. Ces options pourront etre levees 
compter de 1989, a concurrence de 33% % des actions 
par annee. sur une base cumulative. 

10. I M P ~ T S  SUR LE REVENU 
La provision pour imp6ts sur le revenu (recouvre- 
ment) de la Societe se ventile comrne suit: 

Exerc~ce clos 
le 31 decembre 

1988 1987 

Exigibles 
Re~ortes 

Provision pour 
l rn~bts  sur le revenu 37 S 10 $ 

- 

Lecart entre les impbts de l'exercice et le rnontant 
qui auralt ete obtenu en appliquant le taux d'impo 
s~tion combinant les taux de base du federal et des 
provinces resulte des fa~ts suivants: 

1988 1987 

Provision fondee sur 
un taux d'impositlon 
combine 57 $ 26 $ 

Benefice des societes liees 
exempte d'impbts (l3) ( I  I )  

Pertes en capital assujetties 
a un taux d'irnpos~tion 
effectif inferieur (gains) 

Credits d'impbt a 
(5) (6) 

I'investissement, apres 
provision de 4 $ pour 
irnp6ts sur le revenu 
reportes (5) - 

Charges non deductible8 3 - 
Pertes de fillales pour 

lesquelles aucun 
avantage fiscal n'est 
com~tabilise - I 

Prov~sion pour lmpbts 
sur le revenu 37 5 10 1 

11. POSTE EXTRAORDINAIRE 
La provision constituee pour Iirnportant prograrnnie 
decompression de l'effectifs'eleve a 3 $apres d e d u i ~  
tion de3 $ d'irnp6ts sur le revenu repork 
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8. OBLIGATIONS PERPETUELLES 
SUBALTERNES 

31 decembre 

1988 1987 

3 0 0 M  FSa61/4% 
Rachetables en 2001 et, 
par la suite, tous les 
cinq ans, a 102 % du pair 202 $ 202 $ 

200 M FS d 5% % 
Rachetables a 1011/2% 
du palr en 1999 et, par 
la suite, tous les cinq ans. 
a 102 % du  air 134 134 

Obligations perpetuelles 
subalternes 336 S 336 Z 

Ces obligat~ons n'echoient qu'advenant la liquidation 
de la Societe Le paiement du capital et des interOts 
de ces obligations est subordonne a l'acquittement 
complet de tout emprunt. Comme il est improbable 
que des circonstances justifient le remboursement 
des obligations, et comme, dans les circonstances 
actuelles, il est improbable que la Societe rachete 
les obligattons, celles-ci sont evaluees a leur cours 
historique et aucune provision dest constituee en 
prevision d'une fluctuation des cours du change. 
D'aprPs le taux de change entre le dollar canadien et 
le franc suisse au 31 decembre 1988,500 millions de 
francs suisses equivalent 2 397s CA. 

9. CAPITAL SOCIAL 
Le capital social autorise d'Air Canada se compose 
d'un nombre illimite d'actions ordinaires, d'actions 
privilegiees categorie A pouvant &re emises en series 
et d'actions privilegiees categorie B pouvant &re 
emlses en series. Le capital emis conslste en actions 
ordinaires; I'evolution du nombre de ces actions en 
circulation ainsi que leur valeur attribuee globale 
au cours de l'exercice sont les suivantes. 

Nombre 
d'act~ons Montant 

Actions en circulation 
au debut 
de l'exercice 329 009 329 $ 

Ajustement rendant compte 
de la division 
des actions a raison 
de 125 pour 1 

en septembre 1988 40797 116 - 

Actions emises contre 
especes en octobre 
1988, moins fra~s 
d'emission de 11 $ 
apres impbts 30 769 469 234 

71 895 594 5638 

a) Dans le cadre des programmes d'actionnariat mis 
sur pied par la Societe lor8 de son appel public a 
I'epargne d'octobre 1988.5 165877 actions ordmaires 
ont ete vendues aux employes admissibles, aux 
retraites et aux hauts dirigeants et remises au fidu- 
ciaire. Decesactions, 1 301 707 ont etevenduesa 10 % 
d'escompte sur le prix d'offre au public de 8.00 $ 
I'act~on. En outre, 2151437 actions ordinaires ont 
ete reservees a titre de contrepartle et seront versees 
aux employes admissibles moyennant 0.01 $ I'action. 
Les employes qui seront encore admissibles pourront 
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changed long terme dans cette monnaie. Un accord 
d'echange de taux d'interet d'un principal theorique 
de 50 $US expire en 1990. Aux termes de cet accord, 
la Societe sert un inter& a taux variable rajuste 
trimestriellement, selon le taux Libor en vigueur, et 
un tiers sert un inter& a taux fixe de 10.36 %. 
b) La Societe peut racheter ces obligations moyen- 
nant une prime jusqu'en 1997 et, par la suite, au patr. 
c) En fevrier 1987, la Societe a conclu une entente 
avec une banque allemande, aux termes de laquelle 
elle a procede, au benefice de cette banque, a une 
emission d'obltgations perpetuelles subalternes de 
200 millions de deutsche Mark portant un inter& 
rajustable de 6% %. En contrepartie, la banque con- 
vertira en ces obligations perpetuelles subalternes la 
dette a long terrne existante de 200 mtllions de 
deutsche Market reglera les interets courus sur ces 
obligations jusqu'i laconversion en 1992 et en 1993. 
Le principal de ces obligations perpetuelles-subal- 
ternes sera comptabilise d la conversion. Jusque-la. 
la Societe est conditionnellement responsable de 
cette dette Les obligations perpetuelles sont non 
garanties et portent un inter& de 6%% jusqu'en 
1994, rajustable tous les troisans par la suite, suivant 
un indice des taux d'interet La SoriPtP peut racheter 
les obligations perpetuelles au pair au moment de 
chaque rajustement. En consequence de cette ope- 
ration, il n'y aura plus d'amortissement a l'etat des 
resultats du change reporte relatif a la dette a long 
terrne existante de 200 millions de deutsche Mark 
(perte reportee de 37 $ au 31 decembre 1988). Tout 
gain ou toute perte de change reporte existant la 
conversion sera impute a la valeur des obligations 
perpetuelles. 
d) En octobre 1987, la Socikte a conclu une entente 
avec une institution financiereaux terrnes de laquelle 
ellea procede, au benefice de cette institution, a une 
emission de billets de 15 milliards de yens. a echeance 
de 20 ans, portant un interst rajustable de 5.8 %. En 
contrepartie. I'institution convertira en ces billets 
la dette d long terme existante de IS  milliards de 
yens et reglera les int&r@ts courus sur ces billets 
jusqu'a la conversion en 1990. Le principal de ces 
billets sera comptabilise a la conversion, jusque-la. 
la Societe est conditionnellement responsable de 
cette dette Le taux d'interst sera rajuste en 2002 
suivant un indice des taux d'interet. Les billets sont 
non garantis et rachetables moyennant une prime 
jusqu'en 1997 et, par la suite, au pair. 
e) Un accord d'echange de monnaies conclu avec 
une banaue canadienne met la Societe a I'abri de 

toute fluctuation ulterteure du taux de changesur la 
dette et les inter& a verser en livres sterltng. 
r) Aucune portion de la dette n'est garantle a I'ex- 
ception de la dette de 183 $ des flliales qui est 
garantie par certain8 elements de leur actif Diverses 
obltgations cornportent des clauses qui, dans cer- 
taines circonstances, contraignent la Societe a fournr 
des garanties satisfaisantes ou encore a proceder au 
remboursement anticipe si le Gouvernement du 
Canada vient d detenir moins de 51 % des actions 
avec droit de vote d'Air Canada Cette dern~ere 
estime qu'elle peut fournlr des garanties sans fra~s 
ou a des coots qui n'auront d'incidence marquee 
sur aucun de ses exercices. 
Les somrnes a rembourser au cows des cinq prochal- 
nes annees, apres effacement comptable et cornpte 
tenu des prolongations de dette ind~quees ci-dessus, 
sont les suivantes: 

1989 1990 1991 1992 1993 ----- 
Dette a long terme 59 8 65 8 64 $ 648 65 '5 
Obligations au titre 

de locations- 
acquisitions 7 3 - - -  

6. EFFACEMENT COMPTABLE 
La Societe a depose en fiduc~e irrevocable des obll- 
gations d'hat a seule fin de satisfaire aux exigences 
prevues de remboursement du principal et deverse- 
ment de I'interet d'une dette a long terrne e l  
d'obligations au titrede locations-acquisitions, rep+ 
sentant 275 $. Au 31 decernbre 1988 ces obligations, 
qui s'elevaient a 131 $ (159 $ en 1987) pour la dette 

long terme et a 16 $ (43 $ en 1987) pour les 
obligations au titre de locat~ons-acquisitions, son1 
reputees eteintes au point de vue de l'informat~on 
financiere et, de meme que les titres correspondants. 
ont ete retranchees du b~lan. 

31 decernbre 

1988 1987 

Gains sur cession-bail 
d'elkments d'actif 2605 212s 

lmpbts sur le revenu 138 106 
Autres 26 17 

Credits reportes 4245 335 1 
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5. DETTE A LONG TERME ETOBLIGATIONS A U  TITRE DE LOCATIONS-ACQUISITIONS 
Echeances Inter& 31 decembre 

Dette a lone terrne (%) 1988 1987 

Dollars americains a) 
Dollars canadiens 

Gouvernement du Canada 
Autres 

Obligations en francs suisses b) 
Obligations en deutsche Mark c) 
Obligations en yens d) 
Obligations en livres sterling e) 
Billets en francs francais 

7.2 
Divers 
5.125 
7,38/9 

7.3 
11.25 
9.25 

Change reporte c) (37) (68) 
Effacement comptable (note 6) (131) (159) 

~ ~ ~~ 

Valeur nette de la dette a long terme 1 044 1 133 

Obligations au titre de locations-acquisitions 
Loyers minimaux futurs apres effacement. 

comptable (note 6) I 0  23 
Inter& et retenues de garantie (1) (8) 

Valeur actualisee nette des obligations au titre 
de locations-acquisitions 9 15 

Valeur nette de la dette a long terme et des 
obligations au titre de locations-acquisitions f i  1053 1148 

Tranche a court terme (66) (67) 
Valeur nette des contrats de change a long terrne 

corres~ondants 47 16 

Dette a long terme et obligations au titre 
de locations-acauisitions 

--- 

Au 31 decembre 1988. Atr Canada a conclu. sur une 
base non garantie, les facilites de financement sui- 
vantes qui n'ont fait l'objet d'aucun tirage: 
-accords de credit renouvelables et a terme s'elevant 
A 200 $ avec deux banques a charte canadiennes. Les 
cred~ts renouvelables e ta  terrne echoient a trois et 
a cinq am respectivement: 
-jusqu'a concurrence de 400s US avec un groupe 
d'institutions financieres japonaises pour un terme 
total de 15 ans, disponibles a partir de 1990; 
-jusqu'a concurrence de400 $ US sous forme d'eurm 
billets pour un terme initial de huit ans cornprenant 
une periode de disponibilite renouvelable de trois 
ans qui peut stre prolongee chaque annee par entente 
reciproque. 
Air Canada a en outre recu des engagements relati- 
vement aux facilites de financement suivantes: 
-jusqu'a concurrence de 400s US ou CA avec un 
groupe d'lnstitutions financ~eres du Canada pour un 
terme initial de hutt ans se composant d'une periode 
de disponibilite renouvelable de quatre ans suivie 

d'une periode de disponibi l i te renouvelable 
decroissante de quatre ans, qui peut Otre prolongee 
chaque annee par entente reciproque. Lorsqu'tl sera 
conclu, cet accord rernplacera les accords de cred~t 
renouvelables et 6 terme de 200 $ convenus avec 
deux banques 6 charte canadiennes; 
-jusqu'a concurrence de 200s US relies a l'acqui- 
sition d'Airbus A320, pour un terme de 15 ans 
a compter du premier tirage et disponibles en 
tranches proportionnelles, a la ltvraison de certains 
des appareils A320. 
Les filiales ont conclu des accords de financement 
sim~laires de 60$ au total. Les prelevements qui en 
decoulent s'elevaient a 23 $ au 31 decembre 1988, 
Les contrats de location-acquisition sont cornptabi- 
lises a la valeur actualisee des loyers, selon le taux 
d'inter0t implicite de chaque contrat. Le taux d'in- 
teret implicite moyen s'appliquant a ces obligations 
est de 7,6 %. avec echeances allant de 1989 a 1991 
a) La quasi-totalite de la dette rernboursable en 
dollars americains est couverte par des contrats de 
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sont capitalises jusqu'i ['entree en service de ces 
elements d'actif. 

j) CREDITS D'IMPOT A LINVESTISSEMENT 
Les credits d'impbt d l'investissement relatifs aux 
elements d'actif acquis avant 1985 sont comptabi- 
lises dans les resultats, apres deduction des impbts 
sur le revenu reportes appicables, suivant la methode 
d'imputation a I'exercice au cours de l'exercice ou ils 
sont utilises a des fins fiscales. Les credits d'impbt 
i l'investissement attribues pour les elements d'actif 
acquis apres 1984 sont deduits du coat des biens- 
fonds et du materiel. I'annee de leur acauisition 

2. BIENS-FONDS ET MATERIEL 

31 decembre 

1988 1987 

coot :  
Materiel volant 20905 2066s 
Materiel volant en 

location-acquisition 185 257 

2 275 2 323 
Biens-fonds et 

autre materiel 731 703 

3 006 3 026 

Amortissernent cumule 
Materiel volant 830 810 
Materiel volant en 

location-acouisition 134 205 

964 1015 
Biens-fonds 

et autre materiel 489 447 

1453 1 462 

I 553 1 564 
Versements ~rooortonnels 126 101 

Biens-fonds et materiel a la 
valeur com~tabie nette I 679 S 1 665 $ 
pp-~~~ ~ 

Les inter& capitalises durant I'annee s'eleventa 11 $ 

Au cours de l'exercice. 26 8-727 sont vendus a tcrmc: 
les livraisons debuteront en 1990 et s'etaleront sur 
trois ans. A mesure que ces avions seront livres, leur 
valeurcomptable nette, qui est de 35 $au 31 decembre 
1988, sera retranchee du poste Biens-fonds et rnate- 
riel. La valeur residuelle de ces 8-727, auparavant 

estimee suivant les conventions comptables de la 
SocietP (note 13). est rnaintenant etabie en fonction 
des conditions de vente. La dotaton aux arnortisse- 
rnents est rajustee en consequence en 1988 et cer 
avions seront entierement amortis a leur valeur 
residuellereviseed'ici leur livraison pourqu'il n'yait 
ni perte ni gain sur la vente. 

3. PLACEMENTS DANS D'AUTRES 
SOCIETES 

Les placements dans d'autres societcs cornprennent 
Gelco Express Limited (100%. 1988 seulement), 
GPA Group Limited (22.39 %). Le Groupe Gemini. 
Societe en cornmandite (50%) et d'autres societes 
(de 30.3 % 50 %). 
La quote-part du benefice de ces societes (exception 
faite de Gelco Express Limited) qui revient a 
Air Canada est integree a la rubrique Autres du 
poste Produts hors exploitation et s'eleve a 348 
(26 $en 1987). Le benefice de Gelco Express Limited 
est entierement consolide (note 14). 
Pendant I'exercice, la Societe a realise un gain sur l'alie- 
nation d'elements d'actifde 15 $par suite de ladilu- 
tion de son investissement dans GPA Group Limited. 

4. FRAlS REPORTES ET AUTRES 
ELEMENTS D'ACTIF 

31 decembre 

1988 1987 

Pertes de change afferentes 
a la dette a long terme 1035 151 0 

Provisionnement excedentaire 
des regimes de retraite eu 
egard aux sornmes imputees 
aux resultats 163 115 

Frais d'emission d'obligations 44 49 
Achalandage (note 14) 40 94 
Obligations dernunies a t t re  

de provision pour pertes 
de change reportees 28 - 

Autres 65 36 

Frais reportes et 
autres elements d'actif 443 5 445 1 

Pour I'exercice, I'amortissement des frais reporlk 
s'eleve a 20 $ (29 $ en 1987). 
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NOTES A F F ~ E N T E S  AUX ETATS FINANCIERS CONSOLIDES (en rn~il~ons) 

1. PRINCIPALES CONVENTIONS 
COMPTABLES 

A) CONSOLIDATION ET PLACEMENTS 
DAN8 D'AUTRES SOCIETES 

Les etats financiers consolides de la Societe com- 
prennent les cornptes d'Air Canada et de ses fillales. 
Tourarn Inc., LaCarte enRoute lnc., LaCarte enRoute 
Internationale Inc, Air Ontario Inc.. AirBC Limlted, 
Express Messenger Systems Inc., Northern Express 
Messenger Systems Ltd.. Air Alliance Inc., Northwest 
Territorial Airways Ltd. et 395259 Alberta Ltd. Le 
placement dans Gelco Express Limited est inscrit 
au bilan consolide de 1988 d lavaleur de consolidation 
(11 est consoltde dans les chiffres de 1987 donnes a 
titre cornparatif) puisqu'il est prevu de ceder cet 
element d'actlf (note 14). Les resultats d'exploitation 
de cette filiale sont consolides avec ceux de la Societe 
pour 1987 et 1988. Toutes les operations intersotietes 
sont eliminees. 
Les placements dans d'autres societes sont compta- 
bilises a la valeur de consolidation. 
L'excedent du coot d'acquisition des placements dans 
des filiales et d'autres societes sur la quote-part 
revenant a la Societe de la valeur sous-jacente de 
l'actif net a la date d'acquisition represente l'achalan- 
dage et est amorti sur des periodes rnaximales de 
25 ans. 

B) CONVERSION DES DEVISES 
Exception faite des obligations perpetuelles subal- 
ternes, les elements d'actif et de passlf rnonetaires 
libelles en devises sont convertis aux taux de change 
des fins de rnois. Les gainsou pertes sont inclus dans 
les resultats de l'exercice, sauf ceux afferents a la 
dette 4 long terrne et aux obligattons au titre de 
locations-acquisitions qui sont reportes et arnortis 
sur la duree residuelle de la dette ou de I'obligation 
correspondante. En 1988, la Societe achete des obli- 
gatlons demunies pour provisionner ses pertes de 
change reportees correspondant aux dettes libellees 
en francs suisses et en yens. En consequence, les 
pertes de change reportees equivalant a I'interet a 
recevoir sur ces placements sont indiquees separe- 
ment et serontamorties par imputation aux resultats; 
les sornmes arnorties correspondront a l'inter&t 
touche sur les obligations demunies. Les dates 
d'echeance des placements et les dates de rembourse- 
ment de la dette afferente coincident d peu de 

compris dans les resultats figurent a leur contre- 
valeur au cours du change a la date des operations. 

C) RECHANGES. MATIERES ET FOURNITURES 
Les rechanges, matieres et fournltures sont evalues 
au coot rnoyen. Une provision pour desuetude 
des rechanges du materiel volant est accurnulee 
pendant la duree prevue d'utilisation du materiel 
volant correspondant 

D) GAINS SUR CESSION-BAIL 
D'ELEMENTS D'ACTIF 

Les gains sur la cession-bail d'elements d'actif sont 
reportes et amortis par imputation aux resultats B 
titre de reduction des charges locatives sur la duree 
des baux. 

E) PRODUITS DE TRANSPORT 
Les ventes passages et fret deviennent des produtts 
d'exploitatlon quand le transport est fourni. La valeur 
du transport non fourni est inscrite au passifa court 
terrne. 

F) CHARGE DE RETRAITE 
La charge de retraite est constituee des coots actua- 
riels fondes sur les hypotheses les plus probables de 
la direction quant aux prestations de retraiteau titre 
des services rendus durant l'exercice, des inter& 
implicttes sur l'actif des caisses de retraite et des 
obl~gations decoulant des reglrnes de retraite, et de 
I'arnortissernent lineaire des gatns ou pertes actua- 
riels ainsi que des modifications aux hypotheses et 
aux regimes. sur la duree moyenne du reste de la 
carriere active du groupe de salar~es. 

G) MAINTENANCE 
Les frals de maintenance et de reparation sont pones 
aux charges d'exploitation des qu'ils sont engages, 
sauf dans le cas du cobt des modifications rnajeures, 
qui est capitalise. 

H) AMORTISSEMENT 
Les biens-fonds et le rnaterlel d'exploitation ainsi 
que les biens sous contrat de location-acquisition 
sont arnortis, jusqu'a concurrence de la valeur resi- 
duelle estimative, suivant la methode de I'arnortis- 
sernent Itnealre sur leur duree prevue d'utilisation. 
Pour le materiel volant, la duree prevue d'utilisation 
est de 12 a 20 ans. sauf quand des modifications 
rnajeures la prolongent. Elle est de 3 a 40 ans pour 
les blens-fonds et autre materiel. 

chose pres. I) INTERLTS CAPITALISES 
Lesautreselernentsd'actifet de passif, lesobligations Les inter& sur les sornmes affectees a l'acquisition 
perpetuelles subalternes et les elements des cornptes de materiel volant, de biens-fonds et d'autre materiel 
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PassH court terme 
Credlteurs et charges a payer 419 $ 427 $ 
Produ~ts passages percus d'avance 188 186 
Tranche a court terrne de la dette et des obllgatlons 

au tttre de locations-acqu~s~t~ons 66 67 

673 680 

Dette a long terme et obligations au titre 
de locations-acquisitions (note 5) 

Autres elements de passif a long terme 31 28 

Credits reportes (note 7) 424 335 

2162 2 140 

PART DES ACTIONNAIRES MlNORlTAlRES 10 9 

OBLIGATIONS PERPETUELLES SUBALTERNES (note 8) 336 336 

AVOlR DES ACTIONNAIRES 

Capital social (note 9) 
Autorise: nornbre ill~rnite d'actions ordinaires 

et d'actions privilegiees categories A et B 
Ernis et entierernent libere: 71 895 594 actions ordinaires 

Benefices non re~art is  

- - 

Vorr les notes offerentes aux etots financrers consolrdes 
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BILAN CONSOLIDE 
AU 31 DPCEMBRE (en m ~ l l ~ o n s )  

Actif a court terme 
Encaisse et placements d court terrne 356 $ 223 $ 
Debiteurs 536 414 
Rechanges. matieres e t  fournitures 125 131 
Charges payees d'avance 16 16 
IrnpBts sur le revenu reportes 31 36 

1 064 820 

Biens-fonds et materiel (note 2) 1 679 1665 

Placements dans d'autres societes (note 3) 251 154 

Frais reportes et autres elements d'actif (note 4) 443 445 

Au nom du Conseil d'admnistration 

Claude I, loyior. OC 
President du Conseii 

Pierre 1. Jeanniot, OC 
President-directeur general 
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RESULTATS ET BENEFICES 
NON REPARTIS CONSOLIDES 
EXERCICE CLOS LE 31 DECEMBRE (en m~l l~ons) 

Produits d'exploitation 
Passages 
Fret 
Autres 

Charges d'exploitation 
Salaires et charges sociales I I01 954 
Carburant avion 481 467 
Amortissement et desuetude 148 192 
Autres 1 571 1414 

3 301 3 027 

Benefice d'exploitation 125 104 

Produits hors exploitation (charges) 
lnterets sur la dette a long terrne et les 

obligations au titre de locations-acquisitions 
Gain sur l'alienation d'elements d'actif 
Autres 

Benefice avant impBts sur le revenu, part des 
actionnaires minoritaires et poste extraordinalre 

Provision pour imp6ts sur le revenu (note 10) (37) (10) 

Part des actionnaires minoritaires 1 0 

BenCfice avant poste extraordinaire 99 46 

Poste extraordinalre (note 11) 13) - 

Benefice net 96 46 

Benbfices non repartis au debut de I'exercice 270 224 

Benbfices non repartis P la cl6ture de l'exercice 366 $ 270 $ 

Benefice par action (note 12) 

Voir les notes afferentes aux etats financiers consolides 
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RESPONSABILITE DE LA 
DIRECTION A L'EGARD 
DES ETATS FINANCIERS 
La direction repond de la slncerite et de la fldelite 
des etats financiers consolides du present rapport, 
lesquels ont ete dresses conformement aux prlncipes 
comptables generalement reconnus, Elle repond 
egalement des autres informations contenues ddrls 
ce rapport et de leur concordance avec celles des 
etats financiers. 

La direction a pourpolltique de maintenir un systeme 
de contrble Interne qul viseaassurer, dans une mesure 
raisonnable, la fiabilite de 1'1nformation financiere 
et la protection de l'actif La Societe dispose de son 
propre service de verificatlon qui a notamment pour 
fonction le suivi des mecansmes de contrble interne 
et de leur application. 

Le Conseil dadministration veille i ce que la direc- 
tton remplisse ses fonctlons en matiere d'information 
financiere et de contrble interne, ce qu'il fait par 
I'ntermedia~re du Comite de verification du Conseil, 
compose en majorite d'admlnistrateurs externes. 
Le Comite de verification se reunit au moins quatre 
fo~s l'an avec la direction ainsi qu'avec les verificateurs 
internes et externes. 

Les verificateurs externes. Thorne Ernst & Whinney, 
effectuent une verification independante conforme 
aux normes de ver~fication generalement reconnues 
et expriment leur opinion sur les etats financiers. 
Cette verificatlon comporte l'examen et I'evaluation 
du systeme de contrble interne de la Societe, ainsi 
que les sondages et procedes juges necessalres pour 
assurer dans une mesure raisonnable la presentation 
fidele des etats financlers. Les verificateurs externes 
ont llbre acces aupres du Comite de verification, 
qu'ils rencontrent regulierement. 

Le V~ce-prbsident Le President-d~recteur 
general intenmaire - general, 
Finances et Pianification. 

W ] Reid Pierre], leanniot, OC 

RAPPORT DES V~IFICATEURS 
Aux act~onnaires dXir Canada 

Nous avons verlfle le bilan consolide d'Alr Canada 
au 31 decembre 1988 ainsl que les etats consol~des 
des resultats et benefices non repartis et de I'evolu- 
tion de la situation financlere de l'exercice clos acette 
date. Notre verlfication a ete effectuee conformement 
dux normes de verification generalement reconnues, 
eta comporte par consequent les sondages et autres 
procedes que nous avons juges necessaires dans,les 
circonstances. 

A notre avis, ces etats financlers consolides presentent 
fidelement la situation financiere de la Societe au 
31 decembre 1988 ainsl que les resultats de son 
exploitation et l'evolution de sa situation financiere 
pour l'exercice clos a cette date selon les principes 
comptables generalement reconnus, appliques de la 
meme maniere qu'au cours de l'exercice precedent. 

Montreal (Quebec) 
Le 10 fevrier 1989 Cornptables ag#s 
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DONNEES FINANCI~RES (suite) 
Marge d'exploitation 
Marge globale d'autofinancernent 

Marge brute d'autofinancernent 

Actif total 
Dette a long terme et obligations au tttre 

de locat~ons-acquisitions (y comprls 
la tranche a court terrne) 

Obligations perpetuelles subalternes 
Avoir des actionnaires 
Ratio d'endetternent 

Valeur comptable de l'action (en dollars) 
Rendement de l'avoir des actionnaires 

STATISTIQUES D'EXPLOITATION - Non 
Tour services: 
Tonnes-milles payantes (en millions) 
Tonnes-milles offertes (en millions) 
Coefficient de rernpltssage 

Produits d'exploitation par tonne-mille payante 
Charges d'exploitation par tonne-mille offerte 

Effectif rnoyen (en milliers) 
Tonnes-milles offertes par employe (en milliers) 

consolidees 

2 160 2021 2023 1947 1891 
3823 3556 3 785 3740 3 459 

56.5% 56,8% 53.5 % 52.1 "/, 54.7% 

140,OC 141,5 0 138.7'4 135.80 129.1 P 
75,4C 77.4 0 70.7 P 70.6 0 69.3 P 

22.6 22.2 22.2 22.1 21.8 
168,9 165.1 170.2 169.0 159.1 

Services passages reguliers et nolises: 
Passagers payants transportes (en millions) 
Passagers-rnilles payants (en millions) 
Sieges-milks offerts (en millions) 
Coefficient d'occupation 
Rendement par passager-mille payant 

Services fret reguliers et nollses: 
Tonnes-milles payantes (en millions) 
Rendement par tonne-mille payante 
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~ T R O S P E C T I V E  QUINQUENNALE 

DONN~ES FINANCIERES-Consolidees 
(en millions de dollars) 

Produits d'exploitatlon: 
Passages 2 596 2 383 2218 2 110 1989 
Fret 503 412 354 319 280 
Autres 327 336 313 293 230 

Total des prodults d'exploitation 3426 3131 2885 2722 2499 

Charges d'exploitation: 
Salaires et charges sociales 
Carburant avion 
Amortissement et desuetude 
Autres 

Total des charges d'exploitation 3 301 3 027 2 759 2721 2456 

Benefice d'exploitatlon 125 104 126 1 43 

Produits hors exploitation (charges): 
Int&r@ts sur la dette d long terme et les obligations 

au titre de locations-acquisitions (116) (129) (125) (1 14) (102) 
Gain sur l'alienation d'6lements dactif 79 30 24 14 31 
Autres 47 5 1 30 43 34 

Total des produits hors exploitation (charges) 10 (48) (71) (57) (37) . 
Benefice avant imp8ts sur ie revenu et 

poster extraordinalres (perte) 135 56 55 (56) 6 
Recouvrement d1imp8tr sur le revenu (provlslon) (37) (10) (19) 34 16 
Part des actionnaires minoritaires 1 - - - - 

Benefice avant poster extraordinaires (perte) 99 46 36 (22) 22 
Poster extraordinaires (3) - 4 7 6 

BCnefice net (perte) 96 46 40 (15) 28 

26 A I R  C A N A D A  R A P P O R T  A N N U E L  1 9 8 1  



PR~VISIONS ET R~SULTATS CONSOLIDES COMPARES 
EXERC CE C-OS LE 31 DECEMBRE 1988 (en m ons sa-f poLr es aonnees par act on) 

Total des produits d'exploitation 
Total des charaes d'exploitation 

Resultats Previsions Ecan 
3 426 8 3512 $ (86) 
3 301 3 367 (66) 

Benefice d'exploitation 
Total des oroduits hors exoloitation fcharees) 

Benefice avant imp& sur le revenu, part des 
actionnaires minoritaires et poste extraordinaire 135 143 (8) 
Provision pour imp& sur le revenu (37) (40) 3 
Part des actionnaires minoritaires 1 - 1 

Benefice avant poste extraordinaire 99 103 (4) 
Poste extraordinaire (3) (3) - 

Benefice net 96 8 100 $ (4) 8 

Maree brute d'autofinancement 131 $ 172 $ (41)s 

Donnees par action ordinaire 
Benefice net avant poste extraordinaire 2.07 $ 2,13 $ (0.06) 8 
Benefice net 2.00 2.07 (0.07) 
Marge brute d'autofinancement 2.74 3.56 (0.82) 

STATISTIQUES D'EXPLOITATION 
PR~VISIONS ET  RESULTATS COMPAR~S (ekc Ls,on fate aes r aler) 
SEMESTRE CLOS LE 31 DECEMBRE 1988 

Passagers-milles payants (en millions) 
Sieges-milles offerts (en millions) 
Coefficient d'occupation 
Rendement par passager-mille payant 
Tonnes-milles offertes (en millions) 
Charges d'exploitation par tonne-mille offerte 

COMMENTAIRE DE L A  D IRECTION 
SUR LES PREVISIONS 
A 96 M$, le benefice net est inferieur de 4 M$ aux 
previsions contenues dans le prospectus, date du 
26 septembre 1988. publie pour le placement d'actions 
ordinaires. Ce resultat est essentiellement imputable 
d un beneficed'exploitation qui manque de20 M$ les 
previsions, mais est partiellement compense par le 
recul de 12 M$ des charges hors exploitation attri- 
buable surtoutaux gains realises sur I'alienation d'elk- 
ments d'actif. Les filiales de la Societe, notamment 
Gelco Express Limited et AirOntario Inc.. sont pour 
beaucoup dans lafaiblessedu benefice d'exploitation. 
La concurrence s'est revelee plus forte qu'escompte. 
d'o6 une diminution du trafic passagers et fret qui 
contribue largement au repli de 86 M$ des produits 
par rapport aux previsions. Le flechissement des 
produits passages est egalement imputable d la forte 
congestion a l'aeroport international Pearson de 

Resultats Previsions & 
7 993 8 099 (1) % 

11  254 11  300 - 

71 .O % 71.7% 
16.1 0 16.1 0 - 

1 948 2 002 (3) % 
73.6 u 73.5 a - 

Toronto au quatrieme trimestre ains~ qu'aux reper- 
cussions prolongees pour Air Ontario d'une greve 
de six semaines qui s'est terminbe au deuxikme tri- 
mestre. Les charges d'exploitation diminuent de 
66 M$ principalement graced l'abaissement de24 M$ 
de la dotation aux amortissements et d la regression 
de 14 M$ des charges carburant due d la poursuite 
inattendue de la degringolade des prlx mondiaux du 
petrole. Le mieux enregistre au titre de la dotation 
aux amortissements rend compte du rajustement. 
explique precedemment, de la valeur residuelle des 
8-727 par suite de leur vente. Si le benefice net 
atteint presque l'objectif, la marge bruted'autofinan- 
cement le manque de 41 MS. Des conditions plus 
difficiles au sein de l'industrie ont influe sur l'apti- 
tude de la Societe d se financer a meme les fonds 
tires de son exploitation: aussi une plus grande partie 
du benefice net provient-elle d'elements hors caisse. 
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compense le montant consacre d l'achat d'appareils Ce plan de financement se compose de facilites d 
et d d'autres immobilisations. moyen et d long terme, dont les principales sont un 

placement de capitaux prives japonais, des facilites 
Les depenses en immobilisations de 517 M5 rendent d.ernission d,euro-billets, des lignes de credit a terme 
principalement cOmPte de de cinq 8-767 consenties par des banques canadiennes et une 
pour le reste. de paiements propoflionnels sur des entente liee a I'achat des A320. Le total des fonds 
B-767 et les 34 Airbus A320 cOmmandes en 1988 de toutes provenances mis d disposition depasse les 
pour remplacer le parc de 8-727. depenses en immobilisations prkvues sur trois ans. 

Pour les trois prochaines annees, Air Canada prevoit 
des depenses en immobilisations de deux milliards La concurrence intense qui a domine le secteur du 

de do~lars en vue de ~ , ~ ~ ~ ~ i ~ i ~ i ~ ~  de 27 ~ i ~ b ~ ~  ~ 3 2 0 ,  transport aerien en 1988 ne devrait pas s'attknuer 

de deux ~~~i~~ 767 et de trois ~~~i~~ 747 combis au C O U ~ S  du prochain exercice. Dans ce contexte. la 

(passagers et fret). Societe entend proteger sa part de marches-clbs. 
porter une attention renouvelPe d la qualite du 

Contrairement aux acquisitions de 1988, seule une service d la clientkle et rendre ses cobts plus 
petite partie des investissements prevus devrait Otre concurrentiels. Air  Canada envisage l'avenir avec 
financee d m@me l'alienation d'ekments d'actif. confiance, sbre de sa capacite de produire le 
Au cours des trois prochaines annees, la moitie rendement financier attendu des investisseurs. 
environ des deux milliards de dollars requis pro- 
viendra de l'exploitation et I'autre moitie, de, nou- 
veaux ernprunts dejd convenus avec les prbteurs. 
En 1988, Air Canada a jete les bases de ce finance- 
ment en obtenant des engagements pour des facilites 
de credit, a des conditions favorables, qui repre- 
sentent un rnontant global de 1.7 milliard de dollars. 

RENDEMENT DE L'AVOIR DES ACTIONNAIRES (pourcentage) 

MARGE BRUTE D'AUTOFINANCEMENT (en millions de dollars) 
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Lescalade generale des prix, l'accroissement des 
revisions rnajeures et des interventions sur les 
reacteurs de meme que I'expiration progressive des 
garanties sur les 8-767 sont autant de facteurs con- 
tribuant a I'alourdissement de 29 M$ des charges 
afferentes aux matieres, fournitures et services de 
maintenance. 

P R O D U I T S  H O R S  E X P L O I T A T I O N  
(CHARGES): Les produits hors exploitation con- 
solides s'etablissentd 10 MS. soit un mieuxde58 M$ 
par rapport d 1987. Ce revirement est principalement 
dir aux gains, en hausse de 49 M$. sur I'alienation 
d'elements d'actif, comprenant la vente de deux DC-8 
cargos, dans le cadre de la rationalisation des activites 
fret, la cession-bail d'un Boeing 747 et la vente 
d'options sur sept 8-727. Ce poste tient egalement 
compte du gain de 15 M$ provenant de la dilu- 
t ion de I'investissement de la Societe dans 
GPA Group Limited. La Societe enregistre en outre 
des gains reportes de 73 M$ en majeure panie attri- 
buables d la cession-bail d'elements d'actif Les gains 
reportes decoulant de contrats de cession-bail seront 
arnortis par imputation aux resultats sur la duree des 
contrats de location-exploitation d'av~ons. A laclbture 
de l'exercice, lesgalns reportes se chiffrentd260 M$. 

PRlX DU CARBURANT (en cents par litre) 

Les inter& debiteurs, en retrait de 13 M$. jouent 
aussi un rble determinant dans la progression des 
produits hors exploitation. Cette amelioration est 
essentiellernent le fait du raffermissement du dollar 
canadien. Comrne la plupart de la dette est libellee 
en devises, les charges au t i t re d'inter0ts sont 
moindres apres conversion en dollars canadiens. 
Le benefice considerable que continue de degager la 
societe IieeGPA Group Limited contribue egalement 
dans une grande mesure a la hausse du poste Autres 
des Produits hors exploitation. 

FINANCEMENT ET D ~ P E N S E S  EN 
IMMOBILISATIONS: L'apport de 234 M$ de 
capitaux dans le cadre de la privatlsation partielle 
augmente de 133 M$ l'encaisse de la Soc~ete et les 
resultats produisent I25 M$ supplementaires. Une 
portion de 74 M$ de l'6volution nette des debiteurs 
et des crediteurs est affectee d l'expansion des debi- 
teurs de La Carte enRoute lnc. et la moitie environ de 
la sortie de fonds de 89 M$ inscrite au poste Autres 
de la rubrique Financement est liee d l'emission des 
actions ordinaires, surtout aux prets consentis au 
personnel ayant participe aux programmes d'action- 
nariat. Le produit d'alienation d'elements d'actif 

RATIO D'ENDETTEMENT 
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CHARGES D'EXPLOITATION: A 3 301 M$, membres de I'OPEPet, par consequent, le prix rnoyen 
les charges d'exploitation consolidees enflent de du litre de carburant a glisse de six pour cent. Par 
274 M $ ,  ou neufpourcent. De cette hausse, 143 M$ contre. I'accroissernent de la capacite fait progresser 
traduisent I'effet en annee oleine de l'acauisition de de huit pour cent la consommation de carburant. ~ - - ~  ~ ~ ~~ ~ 

filiales dans le courant de 1987. Avant consolidation. 
les charges d,exploitation d.Air Canada progressent Tros elements-cles concourent au repli de 44 M $  

de cinq pour cent en chiffres absolus, mais chutent enregistre au poste Amortissement et desuetude. 

de trois pour cent en termes de coDts par tonne-mille Tout d'abord, une modification apportee a la politique 

offerte. d'amortissement, prenant effet en janvier 1988. 
prolonge la duree d'utilisation des Boeing 767 et 

Le poste Salaires et charges sociales grossit de 147 M$, 
ou quinze pour cent. La consolidation en annee 
pleine explique a elle seule 53M$, ou six pour cent. 
decetteaugmentation qui rendaussi cornptedechif- 
fres infkrieurs en 1987, imputables a l'arr0t de travail. 
Entrent egalement en considerat~on une rnajoration 
moyenne de quatre pour cent des salaires, une charge 
de retraite plus &levee et une hausse de deux pour 
cent de l'effectif, au Canada principalement. vu l'ex- 
pansion des transporteurs Liaison et le plus gmnd 

augmente la valeur residuelle estimative de la 
quasi-totalite des avions de la Societe. Ensuite, celle- 
ci a davantage recours a la cession-bail, mais I'effet 
positifest compl+tement annule par une hausse cor- 
respondante des charges de location-exploitation. 
Enfin, la dotation aux amortissements annuelle di- 
minue par suite d'un accord de vente a terme du parc 
de Boeing 727, &tale sur trois ans a compter de 1990. 
ce qui entraine une majoration de lavaleur residuelle 
des 8-727. 

nombre de compagnies aeriennes assistees, Les autres charges dexploitation sont constituees 
notamment de commissions survente qui grimpent 

La note de carburant gonfle de 14 M$, ou trois pour de douze pour cent etant donne la participation 
cent. Le flechissement des prix mondiaux du petrole superieure des agents de voyages au volume de 
sest poursuivi en raison de la surproduction des pays ventes et des commissions incitatives plus &levees. 

RENDEMENT PAR TONNE-MILLE PAYANTE - FRET (en cents) 

CHARGES D'EXPLOITATION PAR TONNE-MILLE OFFERTE (en cents) 
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pres de un point de pourcentage, resultat de la stricte 
maitrise qu'Air Canada exerce sur sa capacite. 

Les produits tires des passages ~nternationaux pro- 
gressent de six pour cent, quoique le rendement 
recule de un pour cent. Le trafic augmente de sept 
pour cent malgre la suppression du service entre 
l'ouest du Canada et I'Allemagne et la hausse marquee 
de la capacite de la concurrence sur la plupart des 
lignes. Le trafic des liaisons avec les hats-Unis fait 
un bond de douze pour cent qu'attenue une diminu- 
tion de quatre pour cent du rendement. De sept 
pour cent en moyenne, la hausse generale des tarifs 
en vigueuraux hats-Unis depuis novembre influera 
favorablement sur les produits et le rendement de 
1989. 

En annee p l e i n e  les p r o d u i t s  t i r e s  de  
Gelco Express Limited. achetee en aoOt 1987. font 
grimper les produits fret de 91 M $  La concurrence 
estvlve sur la scene nationale et internationaledurant 
une grande partie de l'exercice, aussi les produits 
fret non consolides d'Air Canada se revelent quasi 
identiques a ceux de 1987. Le groupe du Fret s'est 
cependant applique a comprimer ses coats unitaires 

pour contrebalancer les percees de la concurrence 
et l'erosion du rendement. La reduction considerable 
du nombre de vols tout cargo donne des resultats 
fructueux pour Express, principal servlced'Air Canada 
Cargo. Comme une plus forte proportion du trafic 
est acheminee par avions passagers ou combis, la 
Societe peut vendre deux de ses DC-8 cargos et la 
rentabilite du secteur fret s'ameliorera en 1989. 

Cet effort de rationalisation mene la Societe a con- 
clure avec Purolator Courrier Limitee un accord par 
lequel elle s'engage a vendre certain8 elements du 
Service d u  j ou r  au lendemain de sa f i l i a le  
Gelco Express Limited. En contrepartie, Air Canada 
obtient une participation de 22 pour cent dans 
Purolator et signe une entente de transport des 
expeditions de cette derniere. La Societe poursuit 
cependant ses demarches en vue d'stre dedommagee 
pour les anomalies constatees dans l'evaluation de 
I'actif de Gelco en 1987. 

Le flechissement de 9 M $  des autres produits rend 
compte des repercussions en annee pleine de l'inte- 
gration a Gemini du reseau de reservations Reservec 
d'Air Canada, 

PASSAGERS-MILLES PAYANTS (en m~llons) 

RENDEMENT PAR PASSAGER-MILLE PAYANT - PASSAGES (en cents) 
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ANALYSE DES RESULTATS apparells, cequt augmente senstblement leurcapactte 
Le climat de concurrence debrldeequl s'ensuit durant 

AUX ACTIONNAIRES D'AIR CANADA 
Au terrne de 1988, annee mouvernentee pour les 
transporteurs aeriens et ponctuee de fortes reductions 
tarifaires Air Canadaaffiche un benefice net de 96 MB 
ou de 28 ['action, soit un resultat net plus de deux 
fois superieur a celui de ['an dernier. Le benefice 
d'exploitatton progresse de21 M$ par rapport a 1987 
tandis que les charges hors exploitation regressent 
de 58 M$ grace a la dtminution des inter& debiteurs 
e ta  un gain plus important sur la vente d'avions et 
d'autres elements d'actif. 

Ces resultats impresslonnent d'autant plus que la 
Societe se devait, des le debut de l'exercice, de re- 
prendre la part de marche perdue apres un arrOt de 
travall de 19 jours a la fin de 1987 Au premier 
trlmestre e lk  lance donc des programmes tarifaireset 
promottonnels novateurs et parvtent ainsi xcroitre. 
cornparativernent a 1987, sa part des passages reguliers 
vendus au Canada. 

A rnesure qu'Atr Canada regagne du terraln durant 
le trimestre, ses rivales mettent en ligne de nouveaux 

BENEFICE D'EXPLOITATION (en m~ll~ons de dollars) 

toute l'annee degenere en guerre des prix propiced 
I'expansion du marche, mats nefaste au rendement 
des servtces passagers et fret. La Soctete voit meme 
sa part de marche s'eroder quelque peu. 

P R O D U l T S  D ' E X P L O I T A T I O N :  A 34261'18. 
les produits d'exploitation consolides grossissent 
de 295 MS. La consolidation en annee ple~ne des 
produits de filiales acquises a divmes epoques en 
1987 compte pour moitie dans cet essor Les reper- 
cussions de I'arret de travail de I'automne 1987 sur 
les produits de l'exercice afferent expliquent aussi 
cette ameltoration. En regard de 1987, le rendement 
par passager-mille payant regresse de un pour cent. 
consequence de tarifs reduits. 

Pour le reseau interteur, les produtts passages non 
consolides d'Air Canada montrent un mieux de 
97 MS. Passablement touche par un arrOt de travail 
fin 1987, le trafic passagers remonte de neuf pour 
cent, stimule par les reductions tarifaires. Le rende- 
ment des services passagers interteurs decroit de un 
pour cent tandis que le coefficient d'occupation gagne 

MARGE D'EXPLOITATION (pourcentage) 

1988 
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CENGAGEMENT A 
L'EGARD DE LA QUALITE 
DANSTOUS LESASPECTS 
DE L'EXPLOITATION 
SOUS-TEND LES 
PRINCIPES DE LA 
DIRECTION. 

Air Canadaveut que son milieu de travail traduise le respect et lacomprbhension dusdses clients. 
Ainsi, dans le cadre d'un programme visant d renforcer I'engagement en matiere d'excellence 
pris par la direction du Service en vol, la division des agents de bord instaure des methodes 
pour amkliorer la formation et le soutien technique et administratif et tient des reunions sur la 
sensibilisation B la clientele, concues pour tout le personnel de cabine. Le programme 
d'lntegration des nouveaux employes continue lui aussi a souligner le r61e essentiel que joue 
un bon service dans I'expansion et la prosperite soutenues de la Societe. 

Consciente des modifications du tissu social, culturel et demographique, la Societe s'efforce 
de satisfaire les besoins individuels et collectifs de son personnel, notamment au chapitre des 
langues et de I'equite en matiere d'emploi. Elle soutient entre autres le Programme d'bquitb 
en matiere d'emploi, qui veille au caractere representatif de I'effectif, le Conseil de securite 
au travail, pour la promotion de la securite au sol, le Programme d'aide aux employes, qui 
oriente ceux-ci vers des specialistes aptes d les aiderd resoudre leurs problernes personnels, et 
I'Enseignement des langues accessible d tous. 

R E M E R C I E m  Leconseil d'administration tientdsouligner I'apportdesemploybsd'AirCanada 
tout au long de I'annee et, particulierement, I'attachement qu'ils ont manifestk, plus de 
80 pour cent s'etant port& acquereurs d'actions de la Societe, Lappui du personnel. element-cle 
de la reussite d'Air Canada, s'est aussi concrktise dans les efforts men& pour rehausser, encore 
et toujours. I'excellence technique et la qualit6 du service a la clientele. Le Conseil y voit 
I'aflirmation tangible de la volonte collective d'assurer la prosperite d'Air Canada et il exprime 
a tous sa plus vive gratitude. 

Le President du Conseil, Le President-directeur general, 

Claude I. Taylor. OC 

A D A  

Pierre J. Jeanniot, OC 





EXPANSION ET DIVERSIFICATION Air Canada a des interkts dans des entreprises 

connexes au transport aerien, qui lui procurent des produits d'exploitation suppl&rnentaires. 
une base operationnelle elargie et un bon moyen de commercialiser son savor-faire. 

LA CARTE enROUTE INC. doit une rnise en marche innovatrice et a de solides moyens 
techniques de demeurer la plus importante carte de credit de compagnie aerienne du rnonde, 
avec, a son actif, plus de 280000 titulaires. En termes de ventes, elle poursuit sa lancee, 
enregistrant une croissance de 27 pour cent en regard de 1987. La carte est maintenant reconnue 
par non rnoins de 15 000 hbtels, loueurs de voitures, grands restaurants ainsi que par des 
societes petrolieres canadiennes et par plus de 203 grands transporteurs aeriens dans le rnonde. 
Son assmiation avec treize grandes chalnes canadiennes d'agences de voyages, pour prornouvoir 
enRoute cornme mode de reglement privilkgit, s'est raffermie. 

Derivee d'une strategic a I'affat de prestations de voyage toujours superieures. I'assurance- 
collision sans franchise accordbe gratuitement a la location d'une voiture reglee par carte 
enRoute est une premiere. 

En reponse a I'interet manifest6 par les titula~res canadiens et les entreprises americaines 
sollicitees, deux filiales ont ete fondees aux hats-Unis: une societe de vente et de service 
aux comrnercants A Maitland (Floride) et une societe ernettrice de cartes a Atlanta (Georgie). 
En Europe, une liliale a ete creee pour le soutien des bureaux et des activites de vente exlstants. 

TOURAM INC., liliale en propriete exclusive, est un important voyagiste canadien qui offre 
des forfaits vacances et agrernent englobant transport aerien, hebergernent, location de voitures 
et activites recreatives. Plus de 190000 passagers se sont prkvalus de ses services en 1988. 
une hausse de 22 pour cent par rapport a I'annee preckdente. Depuis cinq ans. la clientele de 
Touram crolt d un taux annuel compose de plus de 20 pour cent, donnant une assise aux 
activites d'Air Canada sur le rnarche d'agrernent. 

GPA GROUP LIMITED est une societe de vente et de credit-bail. specialisee dans les avions 
comrnerciaux, qui a son sieged Shannon (Irlande). Air Canada en est le principal actionnaire 
individuel avec 16.1 pour cent du capital social, sur une base diluee. En fin d'exercice, son parc 
se chiffrait A plus de 140 avions loues d 54 transporteurs. dans 27 pays. 

enROUTE PREND 
DE CEXPANSION 
A L'ECHELLE 
INTERNATIONALE,  
ETABLISSANT DES 
FILIALES E N  EUROPE 
ET AUX GTATS-UNIS. 



LA FEUILLE  D ERABLE 
GAGNE E N  I M P O R T A N C E  

E T  L E  R O U G E  EST 
REHAUSSE DE 

B O R D E A U X  SUR CE 6.767 
P t l N  I A U X  

N O U V E L I  ES C O U L E U R S  
D A IR  C A N A D A  

En cours d'annee, la Societe prend livraison de quatre Boeing 767 ER, a distance franchissable 
accrue, et en commande trois autres livrables debut 1989. La flotte comptera alors neuf 
8-767 ER. Cet appareil est devenu le des activites transcontinentales de la Societe et 
I'instrument privilegie de son schema d'expansion internationale a court terme. 

Le parc aerien s'enrichit d'un 8-747 passagers-fret (combi) qui vient augmenter es benefices 
tires des marches passages et fret sur la ligne Canada-Londres-Bombay-Singapour 

A I'ete, Air Canada commande 34 Airbus A320 et prend option sur 20 autres. Cet apparel1 a 
la pointe de la technologie, offrant une cabine confortable et spacieuse et une grande capactte 
de fret, convient parfaitement sur les marches nord-arnericains comme moyen et court- 
courrier A frequence elevee. En comparaison du B-727, qu'il remplacera, I'A320 perrnettra 
une economie de 47 pour cent sur les cobts de carburant et une baisse de 28 pour cent des 
coots directs. 

Air Canada vend deux avions-cargos et reduit ainsi a six le nombre de ses DC-8 tout cargo. Au 
dernier trimestre, elle annonce la signature d'une lettre d'intention de vente, a une entreprise 
de messageries des hats-Unis, de vingt-huit 8-727 livrables de 1990 a 1993 

La Societe lancera en 1989 un vaste programme visant a standardlser la conflguraton des 
cabines de ses gros-porteurs. Ce programme. desttne a arnelorer la capaclte et Iarnenagernent 
des cabines de meme qu'a limiter les reconfigurat~ons lnherentes aux periodes de pointe. 
facilitera I'interchangeabilite des appareils dun secteur a autre et haussera le rendernent et 
la qualite du produtt, tout en abaissant les co~jts. 

Cette annee, les 8-747 passagers assurent prtncipalement des vos transatlantlques. tandis que 
les 8-747 combis relient le Canada a I'Europe et IAsie. Gros-porteur a trols classes, le 8-767 
joue un rdle de premier plan en Arnerique du Nord sur les lignes transcontinentales a grande 
frequence. Le 8-767 ER, adistance franchissableaccrue alnsi que le Lockheed 1011 sont surtout 
affectes aux liaisons internationales Le 8-727 couvre les distances rnoyennes en Arnerique 
du Nord, tandis que le DC-9 est utilise comrne court-courr~er lnterleur ou transfront~ere 

En fin d'exercice, la Societe compte 114 appareils: six 8-747. quatorze L-1011. dtx-neuf 8-767, 
trente-trois 8-727, trente-six DC-9 et SIX DC-8 cargos 

P O R T  



GRACE A 
L'INFORMATIQUE, 
AIR C A N A D A  DISPOSE 
D ' U N  SYSTkME EFFICACE 
DE RENTABlLlSATlON 
DE L A  C A P A C I T ~  

Iui vaut un volume important de contrats; Air Canada a tire plus de 60 M$ de la vente de 
services de maintenance et d'ingenierie d pas moins de quarante transporteurs et entreprises. 

INFORMATIQUE: La direction lnformatlque poursuit la rationalisat~on de ses activites com- 
mencee en 1987 avec la creation de Gemini. Cette societe en rommandite, dont Air Canada 
et PWA Corporation sont proprietaires d parts egales. exploite le plus important reseau de 
reservation de passages aeriens du Canada. Debut 1989, une fois la rationalisation de I'lnforma- 
tique terminee, les fonctions encore a Toronto seront regroupees dans des installations agrandies 
et renovees. 6 la base d'Air Canada Dorval (Quebec), ce qui augmentera sensiblement la 
productivite. 

Plusieurs systemes voient le jour pour aider Air Canada a atteindre ses objectifs de competitivite 
et de productivite. Un logiciel recemment acquis conferera a la Societe une bonne longueur 
d'avance dans le domaine de la rentabilisation de la capacite au Canada. La mise sur pied d'un 
important systeme de gestion en temps reel des affectations de vol des pilotes et du personnel 
de cabine hausse la productivite et reduit le risque de retard da a un equipage ~ncomplet. 

En outre, les recherche5 se poursuivent sur les programmes de technologie de pointe. c o n w  
pour ameliorer la prise de decision en matiere de planification aeroportuaire et de gestion 
du calendrier de l'entretien. Cutilisation eficace de nouveaux services automatises permet a 
la direction Fret de distancer la concurrence. La fourniture de cette technologie d d'autres 
transporteurs pourrait s'averer tres lucrative. 

INSTALLATIONS ET FOURNITURE: La direction Installations et Fourniture s'emploie avec 
energie a se procurer a prix concurrentiels le materiel necessa~re a l'entreprise et negocie 
activement plusieurs contrats d'achat d'envergure et des reglements en application de garanties. 
en accord avec les objectifs d'exploitation et de maitrise des coats de la Societe. 

PARC ~ R I E N  Les realisations au chapitre du programme permanent d'&largissement et de renou- 
vellement de la flotte abondent, car la Societe met tout en ceuvre pour s'adapterd I'intensification 
de la concurrence et d la necessite d'une eficacite superieure de I'exploitation. Air Canada est 
dherminee d garder sa preseance au pays tout en s'engageant resolument sur la voie de la 
croissance internationale. Le perfectionnement technique des appareils de conception recente 
lui permettra de poursuivre ses plans d'expansion globale et d'abaisser ses coots d'exploitation 
et de maintenance. 



Les representants des Operations aeriennes ont joue un rBle de lialson remarquable dans la 
concluson de l'accord et ils assureront la formation necessaire durant la periode de mise en place. 

Les Operations aeriennes accordent une importance primordiale a la securite: c'est pourquoi 
elles revisent et perfect~onnent sans cesse leurs procedures et font une grande priorite de 
I'entrainement permanent des pilotes. Les equipages techniques ont suivi plus de 40000 heures 
d'entrainement sur simulateur et Air Canada a pris en charge la formation theorique et pratique, 
sursimulateur et en vol, de pilotes de dix-huit compagnies aeriennes. Cette activite lui rapporte 
4.5 M $  cette annee. 

MAINTENANCE ET INGENIERIE: La direction Maintenance et lngenierie a connu sa part de 
defis et de succes. Axant ses efforts sur I'integrite du produit, elle a tree des programmes 
portant notamment sur laliabilitk de iaflotte de memeque surl'ktat et I'apparencedesappareils. 
Alors que la maintenance est une preoccupation grandissante pour les compagnies aeriennes 
a Iechelle internationale. Air Canada conserve sa position de chef de file par la rigueur de ses 
normes de maintenance et d'ingenierie. A preuve de son engagement, elle anticipe et souvent 
depasse les exigences reglementaires et les directives de I'industrie. 

Le raffinement du systeme de gestion informatisee de la production PROMIS se poursuit. 
C o n ~ u  et elabore par la Maintenance d'Air Canada, ce systeme evolue catalogue, suit et @re 
les tdches complexes requises lorsqu'un avion doit subir une revision majeure. Encore en 
perfectionnement le systeme automatise de maintenance MAS, qui complete PROMIS. s'avere 
deja un precieux outil d'informatidn, de suivi et d'archivage, 

Comme la formation demeure cruclale, le personnel de la Maintenance et lngenierie 
developpe les aptitudes et les connaissances qu'ex~gent les appareils de derniere technologie 
et dispose d'une souplesse accrue pour I'elaboration de nouveaux programmes de maintenance. 
Grace a un investissement substantiel et soutenu dans des installations et un materiel a la 
pointe de la technologie. Air Canada est l'une des rares compagnies aeriennes a effectuer elle- 
mCme presque toute sa maintenance avions. Cette competence reconnue internatlonalement 
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N W T  AIR, prncipal transporteur de passagers et de fret dans 'Arctique canadien, corn- 
muntque avec le reseau d'Air Canada d Edmonton et a Winnipeg. Elle reunit ces deux villes a 

onze localites des Territolres du Nord-Ouest. Sa flotte compte hutt appareils: des Boeing 737. 
Lockheed Electra et DC-3 et le seul Lockheed Hercules tout cargo du Canada. Le remplacement 
des Electra par des 8-737 sur les principales l~gnes s'amorce fin 1988 et se poursuivra en 1989. 

AIR ONTARIO, principal transporteur aerien regional de IOntarlo, relle Montreal Ottawa. 
W ~ n n i p ~ g  pt le nord-est des Etats-Unls Parm~ ses 44 destinations, Montreal. Ottawa. Toronto, 
Timmins, Thunder Bay et Winnipeg sont toutes des villes de correspondance avec Air Canada. 
Air Ontario exploite le plus Important parc du reseau Ltaison Air Canada soit 35 appare~ls, 
des de Havilland Dash 8, des Convair 580 et un Fokker 28. 

AIR TORONTO, dont le polnt de jonction avec Air Canada est Toronto, relie cette vllle a 
lndianapolts (Indiana) ainsi qu'a deux localites de I'Ohlo, deux du Michigan et deux de la 
Pennsylvanie. Son parc comprend cinq Jetstream 31 et un Convair 580. 

AIR ALLIANCE, qui connait un essor remarquable depu~s son lancement en mars dessert 
onze v~lles du Quebec, ainsi qu'ottawa Son reseau a Montreal, Quebec et Ottawa pour points 
d'intersection avec celui d'Air Canada. Quatre de Havilland Dash 8 composent sa flotte. 

AIR NOVA dessert 17 localttes du Canada-Atlantique et du Quebec, ainsi quottawa et 
Boston (Massachusetts). Les correspondances avec le reseau d'Air Canada s'effectuent i Halifax, 
St. John's, Montreal et Ottawi.  Sept de Havilland Dash 8, deux BAe 146 et un Beech 99 
constituent sa flotte. 

PRIMAUTE DE L'EXCELLENCE TECHNIQUE cexcellence techn~que et i'eff~cac~te 
operationnelle d'Air Canada sont reputees dans le murtde entier. 

OP~RATIONS A~RIENNES. En fin d'exerclce. I'effect~f comprend 1779 p~lotes. La Soc~ete 
prevoit d'en embaucher cent autres en 1989 pour prendre les commandes des 8-767 et des 
Airbus A320 qui s'alouteront a la flotte. 

Le service de haute kctinologie Datalink d'Air Canada est retenu comrne modele pour le 
systerne de cornrnun~cation des donnees a~r-sol d'un grand transporteur asiatque Ce chotx 
consacre la reussite de la Societe dans la vente de prestatlons a d'autres compagntes aer~ennes 
et atteste sans contredit du cal~bre nternatonal du transporteur dans ce dorna~ne technique. 
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TRANSPORTEURS 
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AIR C A N A D A  A 
CONSTITUE UN RESEAU 

RELIANT 115 VILLES 
D'AMERIQUE DU NORD. 

RESEAU LIAISON En etroite collaborat~on avec des transporteurs regionaux, Air Canadaaconstitue 
le reseau de transport aerien Liaison qui, combine a ses 35 escales au Canada et aux hats-Unis. 
rejoint 115 destinations en Amerique du Nord. Ce reseau fait partie integrante de la strategie 
d'Air Canada touchant le service passagers interieur, et la Societe detient une participation, 
directe ou indirecte, dans clnq de ses six transporteurs Liaison: AirBC, Northwest Territorial 
Airways Ltd. (NWT Air), Air Ontario, Air Alliance et Air Nova. Elle n'en possede toutefois 
aucune dans le sixieme, Air Toronto. 

En 1988, ce reseau grossit: ajout de lignes, augmentation des services, gain sur les marches deja 
etablis etacquisition d'avions. Cettecroissancefavorise ladesserte plusefficace et plus frequente 
d'un nombre grandissant de localites, au moyen d'appareils mieux adaptes aux marches de 
plus petite taille. Les transporteurs Liaison assurent le service aerien entre les collectivites 
regionales du pays et les autres villes canadiennes et etrangeres du reseau d'Air Canada, grace 
a leurs 87 appareils. Le reseau Liaison permet plus de 230 correspondances quotidiennes avec 
Air  Canada a treize aeroports canadiens. Les ententes d'harmonisation conclues avec les 
transporteurs allies au chapitre des horaires, de I'emission des billets et des cartes d'acces a 
bord ainsi que de I'assistance au sol concourent a la commodite des correspondances pour 
les passagers. 

Les transporteurs allies professent un engagement commun a I'excellence technique et com- 
merciale, principe qui fait la force d'Air Canada. La feuille d'erable stylisee et les couleurs 
d'Air Canada composent la livree de leurs appareils pour mieux symboliser cette filiation. Voici 
I'essentiel des activites des transporteurs allies. 

AirBC dessert 26 ocalites en Colornbie-Britannique, en Alberta, au Yukon, ainsi que Seattle, 
dans I'rtat de Washington. Elle assure des correspondances avec Air  Canada a Vancouver, 
Calgary et Edmonton. Son parc de 24 appareils regroupe des BAe 146 et des de Havilland 
Dash 7 et Dash 8 Elle passe commande de cinq Jetstream 31 de 19 places en decembre et 
prendra livraison en janvier 1989 de deux BAe 146. 
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AIR C A N A D A  ES1 
LE PRINCIPAL 
TRANSPORTEUR 
C A N A D I E N  DE FRET 
AERIEN. 

CANADA CARGO Air Canada, le plus grand transporteur aerien de fret du Canada. relie 
directement 65 destinations dans le monde et compte des representations dans plus de 80 pays. 
Devant la montee de la concurrence sur ses principales hgnes, Air Canada Cargo prend un 
train de mesures pour abaisser ses frais d'exploitation et augmenter ses benefices. Energique 
et decisif, ce programme entraine den realignements majeurs au sein de la direction. Lobjectif 
est de faqonner sur les marches interieur et international des services competitifs, qui mettent 
d profit la capacite fret d e s a v i o ~  passagers de la Societe et repondent aux besoins en constante 
evolution de la clientele par des produits et des services novateurs. La division Marketing et 
Ventes dispose maintenant de nouvelles ressources pour la recherche. I'analyse des marches 
et le developpement du produit. Laccent est double: plus grand souci des exigences du cllent 
et meilleure connaissance des multiples facteurs concurrentiels du secteur fret. 

Le programme mise largement sur une stricte maitrise des coats par la rationalisation du reseau 
et du service. Sur le plan international, la Societe ferme sa plaque tournante de Bruxelles, 
en Belg~que, et diminue considerablement le nombre de vols tout cargo. elaguant les activites 
qui degagent une marge insuffisante et reaffectant ses ressources aux lignes plus rentables. 
Sur le reseau transfrontikre, elle reduit fortement son exploitation tout cargo. en raison de la 
vive concurrence et de I'affaiblissement du dollar americain par rapport a la monnaie canadienne 
et aux autres devises. La Californie fait exception, le service etant enrichi sur San Francisco 
et Los Angeles. Au Canada, la Societe intensifie sa presence par la creation de messageries du 
jour au lendemain haut de gamme faisant appel 6 des avions-cargos ainsi que par l'exploitation 
optimale de la capacite de ses avions passagers A fuselage etroit et gros-porteurs et enfin par 
I'expansion de son reseau, grace a des ententes avec les transporteurs Liaison Air Canada. 

La Societe a vendu deux DC-8-63 cargos et achete un Boeing 747 combi. Sa flotte se compose 
donc de trois combis et de six DC-8-73 cargos. 

Air Canada et la Societe canadienne des postes. son plus gros et plus ancien client, ont sign6 
un contrat de trois ans pour le transport de la poste. Debut 1989, la Societe conclut avec 
Purolator Courrier, importante entreprise de messageries, une entente de principe sur la fusion 
de la division Service du jour au lendemain de Gelco Express Limited avec Purolator et aussi, 
pour Air Canada, sur une prise de participation minoritaire dans la societe ainsi formee. 

GrAce d sa rationalisation, Air Canada Cargo diminue ses coats unitaires de dix pour cent. 
En outre, son horaire revise et I'accent renouvele mi8 sur ses principaux marches canadiens et 
internationaux se traduisent par un relevement des benefices au dernier lrimestre. 
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adaptes aux habitudes de voyage. programme pour grands voyageurs ameliore et integration 
poussee du reseau de transporteurs Liaison. 

Au Canada, le trafic passagers de la Societe se concentre sur le triangle Rapidair Toronte 
Montreal-Ottawa et les lignes transcontinentales reliant ce triangle a celui de Vancouver- 
Calgary-Edmonton. Air  Canada enregistre sur ces deux marches une augmentation de 
neuf pour cent en comparaison de 1987, en depit du durcissement de la concurrence. 

Mais Air Canada ne soigne pas que sa clientele d'affaires: elle lance egalement de nouveaux 
tarifs d l'intention du marche d'agrbment. Le solde Trans-Canada, applicable d pres de cent 
destinations canadiennes, offre plus d'un demi-million de places assorties de reductions allant 
jusqutA 69 pour cent. Le programme Evasion propose un eventail d'aubaines pour toutes les 
destinations d'Air Canada et de ses allies au pays. Les tarifs Libre comme I'air mettent. 
de septembre d decembre. toutes les destinations nord-americaines d'Air Canada et de ses allies 
a la portee du troisieme Age. 

Pour satisfaire sa clientele, Air  Canada innove encore et encore. Elle adopte une ligne de 
conduite sur les voyages pour urgence familiale, prend I'initiative d'etendre la formule des 
vols non-fumeurs 6 un peu plus de 80 pour cent de ses liaisons quotidiennes et inscrit les mets 
NutriCuisine au menu de Premiere classe de ses principales liaisons nord-americaines. 

Repense pour mieux repondre aux attentes des plus actifs. Aeroplan. programme pour grands 
voyageurs fideles d Air Canada, cotnble chacun de nouveaux services et bonis. Cree en 1984. 
il compte maintenant plus de 400000 membres et un reseau croissant de partenaires: chahes 
hbtelieres, compagnies aeriennes internationales et loueurs de voitures. 

C O N C U E  PAR 
AIR CANADA.  L A  

N U T R l C U l S l N E  OFFRE 
DES REPAS A FAIBLE 
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d'etendre la portee de la Societe, q u ~  envisage de chercher activement d'autres all~es en 1989 
pour etayer sa presence sur le rnarche mondial. 

Aux hats-Unis, Air Canada dessert New York. Boston. Chicago, Los Angeles. San Francisco. 
Miami et Tampa. La croissance du trafic passagers, tres marquee pour chacune des sept escales. 
represente une augmentation globale de douze pour cent par rapport 2 1987. Air Canada 
participe avec trois grands transporteurs americains d I'ouverture de nouvelles installations 
passagers a I'aerogare II de Los Angeles. 

La Societe augmente de moitik ses vols nolises pour le Venezuela, en regard de 1987. Elle 
interrornpt sa liaison reguliere avec Saint-Domingue, en Republique Dominicaine. des etudes 
de marche ayant revele que les passagers preferaient les lieux de villegiature d la capitale. 
Elle concentrera desorrnais son exploitation sur Puerto Plata. Dans le Sud et aux Antilles. 
Air  Canada compte quatorze destinations regulieres et dix destinations Nolisoleil pour 
lesquelles elle s'emploie 6 offrir des prix competitifs tout en repondant a la demande. 

COUVERTURE D ' U N E  
L lGNE SUR M A D R I D  
(ESPAGNE) PORTE A 
O N Z E  LE NOMBRE 
D'ESCALES 
EUROPEENNES 
D'AIR CANADA.  

STRA~GIE: AU CANADA La concurrence s'est faite apre au pays. Air Canada y riposte surdeux 
fronts: elle augmente son trafic passagers grace 6 des programmes audacieux tirant profit de 
son dynamisme sur le marche et elle ravive son souci d'excellence dans le service au client. 

La Societe replique a la vague de reductions tarifaires nee de la volatilite du marche par des 
produits d'un rapport qualite-prix concurrentiel: son trafic passagers s'accrolt de huit pour cent 
par rapport a 1987, mais le rendement patit, au premier trimestre surtout. Air Canada reagit. 
Elle met tout en ceuvre pour sa clientele d'affaires: produits et services rehausses, horaires 
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LA SOCIETE I N A U G U R E  
L A  DESSERTE DE 

LISBONNE (PORTUGAL) 
E T  A jOUTERA QUATRE 

DESTINATIONS 
EUROPEENNES 

A S O N  RESEAU E N  1989. 

HORIZONS INTERNATIONAUX Poursuivant sa croissance et son expansion comme trans- 
porteur de stature internationale. Air Canada ouvre de nouvelles escales et consolide sa presence 
sur les marches exlstants. Avec I'inauguration d'une ligne sur Llsbonne, au Portugal, et Madrid, 
en Espagne, la Societe rayonne rnaintenant vers onze grands centres europeens puisqu'elle 
desservait deja Londres, Manchester et Prestwick, au Royaume-Uni, Paris, en France, Zurich 
et Geneve, en Suisse, Francfort et Dusseldorf, en Allemagne de I'Ouest, et Vienne, en Autriche. 

Air Canada connait une crolssance encourageante de son tralic passagers sur I'Europe grace d ses 
efforts soutenus et s'ajuste, notamment par des frequences accrues sur Londres depuis Toronto, 
Edmonton, Calgary et Vancouver. Limpressionnant succes de sa ligne sur Vienne, retablie en 
1987, I'amene 3 ajouter un troisieme vol au depart de Toronto. La mise a I'horaire d'un autre 
vol pour Zurich depuis Toronto porte a huit le nombre de ses liaisons hebdomadaires avec la 
Suisse. La Societe propose une gamme de prix tres reduits sur I'Europe. Elle annonce qu'elle 
desserviraquatreautres villes europeennes a compter de 1989: Birmlngham, en Grande-Bretagne, 
Nlce, en France. Zagreb, en Yougoslavie, et Athenes, en Grece. 

Transporteur canadien predominant sur I'Atlarilique Nord, Air Canada elabore un reseau 
transpacifique qui couvrira la Malaysia, la Republique de Coree. IeJapon, l'lnde. les Philippineset 
Singapour. La conclus~on, au premier trimestre, d'un accord Canada-Coree confere a la Societe 
des drolts de desserte reguliere entre le Canada et Seoul, avec prolongation sur Bombay, 
Kuala Lumpur, Manille et Singapour. Air  Canada, qui va deja a Bombay et d Singapour par 
I'Atlantique, inaugurera ces lignes transpacifiques des qu'elle obtiendra les autres droits lui 
donnant acces aux pays-cles de la ceinture du Pacifique et de I'Asie du Sud-Est. 

Les alliances comrnerciales qu'Air Canada conclut avec de grands transporteurs interna- 
tionaux constituent un important aspect de son expansion globale. Les ententes passees avec 
Cathay Pacific Airways, Air New Zealand. Royal Jordanian et Austrlan Airlines permettent 
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RAPPORT DU 
PRESIDENT-DIRECTEUR GENERAL 

Air Canada termine l'annee marquant son inscription en bourse 
sur un benefice record de 96 M$ et un benefice d'exploitation 
en hausse de 21 M$ par rapportd 1987. Ces resultats ont dequoi 
impressionner, surtout que la Societb a dG relever deux grands 
deRs durant l'annee. I1 lui fallait d'abord regagner le tenain perdu 
par suite de I'arret de travail de la fin de 1987. Misant sur des 
programmes tarifaires audacieux et des promotions novatrices. 
elle reprend sa part du march6 des le premier trimestre. 

Le second defi consistait d faire echec d l'augmentation consi- 
derable de la capacie der concurrents sur le march6 canadien. 
La guerre des tarifs s'intensifie. les transporteurs s'efforgant 
d'accroitre leur trafic et d'ameliorer leur rendement. Air Canada 
fait front de diverses facons. Elle exerce une mattrise vigi- 
lante des cobts, met l'accent sur le renouvellement dans la 
commercialisation et porte une attention minutieuse au service. 

Comme elle entame un nouvel exercice, la Societe envisage 
I'avenir avec confiance. Dans tour les domaines: service d 
la clientele, exploitation, technologie et finances, Air Canada 
recherche le rendement le plus porteur de profits pour ses 
actionnaires. A cette (in, elle applique une strategie commer- 
ciale devant lui permettre de garder sa prkseance au Canada et 
d'btendre son vaste reseau international passagers et fret. Cette 
strategie garantit la prestation d'un service de calibre mondial 
d chaque client. Par son slogan d J n  rendement de qualiten, la 
Societe montre bien que son succ& depend de la competence 
et du professionnalismede son personnel et doit englobertoutes 
ses spheres d'activites. 

Sur le plan de rexploitation, la strategie commerciale est double. 
Air Canada s'investit totalement dans le service d laclientele et 
elle recherche activement une croissance rentable par I'expansion 

A l l  

de son reseau interieur et international au moyen d'alliances et 
de nouvelles dessertes. 

Toutau long de l'annee. les six transporteurs Liaison Air Canada 
ont accn. leur parc aerien. leurs services et leur rkseau, et ils 
continueront d donnerde I'ampleurd leurexploitation en 1989. 

Dans le cadre de son exmnsion internationale. Air Canada ouvre 
deux escales en 1988: ksbonne (Portugal) et Madrid (Espagne). 
Quatre autres. soit Birmingham (Angleterre), Nice (France). 
Zagreb (Yougoslavie) et ~ thenes  (~rh'e), grossiront son reseau 
en 1989. Decidee A rester le principal transporteur du Canada 
d desservir I'Europe, Air Canada planifie aussi un reseau trans- 
pacifique couvrant la Malaysia. la Rkpublique de Coree, I'lnde. 
les Philippines et Singapour. Elk cherche egalement d obtenir 
des droits de desserte entre le Canada et le Japon, car elle est 
parfaitement consciente de I'essor rapide des &changes commer- 
ciaux entre le Canada et les Days de la ceinture du PaciRaue, , , 
plus particulierement le Japon. 

Sur le plan technique, Air Canada s'apphque d exploiter une 
flotte moderne et eficace. Au cours de l'exercice, son parc s'est 
enrichi d'un being747 pasragen-fret et dequatre Boemg767 ER 
(A distance franchissable accrue). Trente-quatre Airbus A320, 
issus d'une technologie d'avant-garde, ont aussi ete commandes. 

Sur le plan financier, la Societe s'attache en permanence d reduire 
les coGts unitaires, d ameliorer davantage la productivite, d ren- 
tabilisertoujours plus sesactifset Aaffermir sa situation financi6re. 

La direction et le personnel (Air Canada tlennent d justifier 
la confiance que leur ont temoignee les actionnaires; les 
programmes touchant le service 6 la clientele. I'exploitation 
technique et les linances en font foi. Une certaine prudence 
reste cependant de mire. Dans I'immediat, le transport aerien 
devrait connaltre une croissance soutenue. Malheureusement. 
les installations qui lui sont indispensables n'evoluent pas 
au m h e  r/thme et un peu partout sur le globe on assiste i un 
engorgement des aeroports. 

Les autorites aeroportuaires, de concert avec les transporteurs. 
ont le devoir de remedier d la sous-capacite manifeste des 
aeroports, sans quoi c'est d I'echelle mondiale que la croissance 
du trafic passagers sera compromise. Cette croisrance, associee 
aux phenomenes de globalisation et de liberalisation generalisee 
dans le secteur du transport abrien, accentuera la concurrence 
aui d son tour aura une forte incidence sur les coGts et les bene- 
fices de touter les compagnies aeriennes. Air Canada s'est tou- 
jours adaptee et continuera de le faire. Elle s'appuiera sur la 
fiabilite et la qualite de son service de meme que sur son excel- 
lence technique de renommee internationale pourtirer pleine- 
ment parti des possibilites des marches canadiens et &rangers. 

Trois hauts dirigeants de la Societe, MM. G. Chiasson, 
G. G. Gauvreau et R. W Linder, ont pris leur retraite. La Societe 
rend hommage d leur devouement exceptionnel et d leur 
prkcieuse contribution. 

Pierre j, jeonniot, OC 
President-directeur g6n6roi 
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MESSAGE DU PRESIDENT DU CONSEIL des ambitions neuves influant sur ses decisions. les points qui 

AUX ACTIONNAIRES font sa force depuis plus d'un demi-sihcle demeurent. 

Le cours des evenements exterieurs n'est pas aussi facile d pl-edir?. 

J'ai grand plaisir d vous presenter ce rapport annuel tres special. 
Le 12 avril 1988, date qui marquera les annales d'Air Canada, 
M. Donald F Mazankowski, vice-premier ministre du Canada. 
annonqait I'intention du Gouvernement d'autoriser la partici- 
pation publique au capital de la Societe. Le 13 octobre 1988, 
les actions #Air Canada etalent inscrites d touter les Bourses 
canadiennes et plus de cent mille personnes, parmi lesquelles 
dix-huit mille employer de la Societ4, y rouscrivaient, temoi- 
p a n t  de leur foi en I'avenir #Air Canada. 

Lesucck decetteemission d'actions couronne, d bon droit, des 
annees de planification et d'elforts consacrees d une transition 
sans d-coups du cadre rigide de societe d'ctat d celui. plus con- 
currentiel, desocieteouverted un grand nombred'actionnaires. 

La tendance 6 la consolidation re poursuivra vraisemblablement 
dans le transport aerien, bouleversant la structure traditionnelle 
des i-eseaux. En janvier 1989. PWA Corporation annoncait son 
intention d'acheter Wardair Inc. Dorknavant, Air Canada fen 
face d un concurrent redoutable, mais elle est neanmoinr 
dhterm~nee d rester le principal transporteur au Canada. 

A plus vaste echelle, le cycle economique actuel donne lieu d 
une periodedecroissance etonnamment soutenuequi permetd 
la Societe d'envisager les perspectives de I'industrie du transpcft 
aerien avec un optimisme modere, mais reel. 

Pour les cinq prochaines amber, la croissance prevue du marche 
interieur s'etablit a cinq pour cent. Air Canada enfend bien 
aller chercher sa part de cette hausse malgre Mpre concurrence 
dont e1l.e doit tenir compte dans ses projections. 

Les nouvelles sont tout aussi bonnes sur le plan international. 
La progression du rrafic mondial devrait s'averer supCrieure au 
taux d'inflation dans la plupart des pays. La Societh esf fin pr&e 
d penetrer de nouveaux marches pour prendre de I'expansion, 
surtout Id 03 la croissance promet d'etre trhs rapide. 

Air Canadaa releve les defis que hi posaient ladereglementation 
du transport aerien au Canada, les changements fondamentaux 
dans le secteur aerien international et, plus rignificatifencore. 
ses nouvelles responsabilites d l'endroit de plus de cent mille 
actionnaires. La Societe s'engage d assurer les actionnaires d'un 
bon rendement de leur avoir. 

Le personnel d'Air Canada est profondement conscient qu'un 
rendement ad6quat des investirsements n'est possible que si la 
clientele est satisfaitedu service recu. Competents et loyaux, ler 
employes ont, d titre d'actionnaires, renouvele leur pmfesrion 
de foi d I'bgard des principes qui ont valu d la Societe, au prixde 
durs efforts, la fidelite du client. Nul doute qu'ils continuemnt 
A fournir I'excellent service qui est de tradition d Air Canada. 

- 
AirCanadatrouvesastimulationdanslaconfiancequelesmilieuxfi- La direction et le personnel expriment leur reconnaissance 
~nciwsluimanifestentdepuissonchangementdestatut,consciente aux quatre qui se retires dans le 
au plus haut degre de la responsabilite dont elle est investie. courant de I,annee, au terme d,un de trois anre 

I1 est d'autant plus agreable de presenter aux tout premiers 
actionnaires de la nouvelle Air Canada le bilan de l'annee que 
celle-ci ert riche de realisations, d commencer par un benefice 
net constituant un record absolu. Dans le contexte agite du 
transport aerien national et international, ce succes est I'indice 
certain que laSoci6te est en mesure de prosperer dans un milieu 
toujours plus complexe et concurrentiel. 

Toutefois, i l est clair qu'Air Canada n'a pas encore exploit6 tout 
son potentiel. LeConseiI d'administration de laSoci6te saitpou- 
voir compter sur la direction pour tirer profit de sa nouvelle 
marge de manceuvre et afficher une performance d la hauteur 
des rigoureux criteres financiers de tout investisseur. 

soit M"' Gayle H. Christie e t  M. Ralph Fisher, f.c.a., de 
Toronto (Ontario), M. lames A. Macaulay. c.r, de Vancouver 
(Colombie-Britannique) et M. James W Ross. de Fredericton 
(Nouveau-Brunswick). 

Un avenir pmmetteur s'ouvre pour la Societe. La perspective 
de sa privatisation totale, la modernisation de sa none et la 
vigueur de son exploitation sur la scene nationale et internatie 
nale, conjugukes au devouement indefectible de son personnel, 
placent Air Canada en position idkale pour prosperer. 

Claude I. Taylor. OC 
PMdent du Conseil 

Les plans pour atteindre ces buts sont en oeuvre. Et s'il est vrai 
que la Societe accueille de nouveaux proprietaires et nourrit 



COUP D'WL SUR L'EXERCICE 
1988 1987 &ART 

R~SULTATS FINANCIERS 
(en millions, sauf pour les donnees par action) 

Produits d'exploitation 

Charges d'exploitation 

Benefice d'exploitation 

Benefice net 

Marge brute d'autofinancement 

Actions ordinaires en circulation 

(en millions) 

Benefice net par action ordinaire" 

Marge brute d'autofinancement 
par action ordinaire* 

Rendement de l'avoir des actionnaires 

STATISTIQUES D'EXPLOITATION 
(Services reguliers e t  nolises-resultats non consolid&s) 

Passagers payants transportes (en millions) 11,9 
Passagers-milles payants (en millions) 15 553 
Sieges-milles offerts (en millions) 21 778 
Coefficient d'occupation 71,4% 
Rendement par PMP 15JC 
Charges d'exploitation par T M O  75,4 C 
Effectif moyen 22 640 

*Rend cornpte de la divism der actions A ralvJn de 125 pour 1 
*Les donneer par action rant calculeer B partlr de la moyenne ponderee des actions ordinairer en rirculat~on 

au cows  de l'enercice et tiennent cornwe de I'effet retroactif de a dvhon der actions en repternbre 1988. 

Marge d'exploitrtion 
Benefice d'expio~tation exprime 
en pourcentage du total des p r o  
duits d'exploitatlon. 

Marge globale 
d'autofinancement 
Fonds provenant de l'exploita- 
tion. y cornprls le produit d'alie- 
natlon de biens-fonds et de mate- 
riel, exprimes en pourcentage du 
total des produ~tsd'exploitation. 

Rendement de i'avoir 
des actionnaires 
Taux de rendement rnoyen de 
l'avoir des actionnaires, 

Marge brute 
d'autoflnancement 
Somme du benefice net avant 
poster extraord~nalres et des 
elements hor i  calsse romprls 
danr le benefice net. 

Capital flxe 
Somme de I'avolr der actlonnalres 
et des obligations perpetueles 
subalternes 

Passagers-milles payants 
Produit du nombre total de pas- 
sagers payants transportes et du 
nombre de milles qu'ils ont 
parcowus. 

Sihges-miller offerts 
Mesure de la capaclte offerteaux 
parsagers Produ~t du nornbre 
total de s~eges payants offerts et 
du nornbre de m~lles Darcourus 

Tonnermilles payantes 
Mesure du trafic total (passagerr 
et fret). Produit du nombre total 
de tonnes payantes tous trafics 
transportees par le nombre de 
milles qu'elles ont parcourus, 

Tonnes-miller offertes 
Mesure de la caparite totale 
(passagers et fret). Produ~t du 
nombre total de tonnes offertes 
au trafic payant par le nornbre de 
miller qu'elles ont parcourus 

Coefficient d'occupation 
Mesure de I'utilhsat~on de la 
capacite offerte aux passagers. 
Passagem-milles payants exprlmes 
en pourcentage des sieges-milles 
offerts. 

Coefficient de remplisuge 
Mesure de I 'u t~ l isat~on de la 
capacite offerte totale (passagers 
et fret). Tonnes-miller payantes 
exprimees en pourcentage des 
tonnes-miller offertes. 

Rendement 
Prodults rnoyens par passager- 
m~l le payant ou par tonne-mflle 
payante 
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PROFIL DE L'ENTREPRISE 
Cornpagnle aerienne internatlonale ayant son siege au Canada, Air Canada assure 

le transport de passagers et de fret parses services reguliers et nolises. 

A ses vols passagers reguliers sur 35 villes d'Arnerique du Nord se greffe le reseau 

Liaison de ses transporteurs allies qui desservent 68 localites canadiennes et 12 villes 

arnericaines. Air  Canada relie 27 villes d'Europe, des Antilles et d'Extreme-Orient. 

5es vols passagers nolises couvrent plus de 20 destinations hors du Canada. 

La Societe transporte du fret entre 65 escales, tant au Canada qu'd I'etranger, et cornpte 

des representations dans plus de 80 pays. 

Air  Canada fournit egalement a d'autres transporteurs et clients toute une gamrne 

de services: informatique, maintenance avions et rnoteurs, formation technique, 

entrainernent des pilotes ainsi qu'assistance au sol. 

Elle a aussl des interets, directs ou indirects, dans cinq transporteurs regionaux 

canadiens, soit AirBC, N W T  Air, Air  Ontario, Air  Alliance et Air Nova, de rnsrne que 

dans des entreprises connexes au transport aerien, notarnment La Carte enRoute lnc., 

la plus irnportante carte de credit de compagnie aerienne du monde, et Tourarn Inc., 

grand voyagiste canadien. 
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RENSEIGNEMENTS AUX ACTIONNAIRES 
ET AUX INVESTISSEURS 

SIEGE SOCIAL 
Place Air Canada 
500, bd Rene-Levesque Ouest 
Montreal (Quebec) 
Canada H2Z 1x5 
(514) 879-7000 

INSCRIPTION 
BOURSIERE 
Bourses de Montreal. 
de Toronto, de Winnipeg. 
de I'Alberta et de Vancouver. 

AGENT 
DES TRANSFERTS 
ET PREPOSE 
AUX REGISTRES 
Cornpagnie Trust Royal: 
Halifax, Montreal, Toronto. 
Winnipeg, Regina, Calgary 
et Vancouver. 

ASSEMBLEE 
GENERALE 
ANNUELLE 
Lassernbleegeneraleannuelle 
d'Air Canada se tiendra le 
rnercredi 26 avril 1989 a 
10 heures 30 dans la Salle 
des Congres du Palais des 
Congres de Montreal. 
201, avenue Viger Ouest. 
Montreal (Quebec). 

ENVOIS REPETITIFS 
Certains actionnaires inscrits 
d'Air Canada re~oivent  
plusieurs exernplaires de 
documents tel ce rapport 
annuel. Malgre les verifi- 
cations faites pour eviter ces 
envois repetitifs, ceux-cl se 
produisent si des titres sont 
enregistres A des noms ou 
6 des adresses differents. 
En pareil cas, veuillez ecrire 
au Chefde service- Relations 
avec les actionnaires. 

AUTRES 
RENSEIGNEMENTS 
Relations 
avec les actionnalres: 
Chef de sewice- 
Relations avec les actionnaires 
Telephone: (514) 879-7824 
Telecopieur: (514) 393-3502 

Relations 
avec les investisseurs: 
Directeur des Relations 
avec les investisseurs 
Telephone: (514) 879-7451 
Telecopieur: (514) 393-3502 

Produll au Canada 



0 
Air Canada 
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