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1. Executive Summary
Forward-looking information (“FLI”) is a key area of interest for investors. Investors want transparent
and clear disclosure about present and future corporate operations and performance. When prepared
properly, FLI can be used to enhance transparency and provide opportunities to increase an investor’s
understanding of a reporting issuer’s business and future prospects. Staff of the Ontario Securities
Commission (“we”) recognize that FLI is a challenging area. Reporting issuers need to address investors’
demands by providing reliable and relevant information. Disclosure must be both useful and
understandable. Disclosure should include the most relevant information in a format that investors can
understand. 

FLI requirements have been in place for several years with the most recent changes coming into effect
on December 31, 2007. We note that most reporting issuers include some FLI in either a continuous
disclosure (“CD”) document, a news release or on their website. We conducted FLI reviews (the
“Review”) of Ontario reporting issuers from several industries and the issues identified were consistent
across all industries. Despite the fact that more than five years have passed since the most recent
changes to the requirements, we note that for many reporting issuers there continues to be a need for
improvement relating to the quality of the required FLI disclosure.

Our Review identified four common areas where improvement is needed:
x

clear identification of FLI

x

disclosure of the material factors or assumptions used to develop FLI

x

updating previously disclosed FLI

x

comparison of actual results to the future oriented financial information (FOFI) or financial
outlook previously disclosed

The purpose of the Review was to assess the overall quality of FLI disclosure. This notice provides
guidance and examples to assist reporting issuers in preparing FLI.
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2. Introduction
FLI is a key area of interest for investors. Investors want transparent and clear disclosure about present
and future corporate operations and performance. When prepared properly, FLI can be used to
enhance transparency and provide opportunities to increase the investor’s understanding of a reporting
issuer’s business and future prospects. Reporting issuers need to address investors’ demands by
providing reliable and relevant information in a format that investors can understand. 

FLI should provide valuable insight about a reporting issuer’s business and how that reporting issuer
intends to attain its corporate objectives and targets. Clear, specific and relevant information allows
investors to better understand the performance of a reporting issuer, enabling investors to make
effective and efficient decisions in the capital markets.

Many reporting issuers find incorporating key performance indicators (“KPIs”) into FLI disclosure
provides investors with valuable and meaningful information about their company. Ongoing disclosure
of KPIs demonstrates how a reporting issuer is progressing toward its objectives and targets. KPIs should
be relevant and meaningful. Examples of KPIs include:
x

customer retention

x

capital expenditures

x

same store sales

x

exploration success rate

The purpose of this publication is to assist reporting issuers and management in understanding FLI
securities requirements so that they provide more effective and relevant disclosure to investors. This
notice:
x

clarifies the disclosure requirements related to FLI, including FOFI and financial outlook

x

provides disclosure examples

x

highlights common areas of non-compliance
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We reviewed the disclosure and presentation of FLI for 60 issuers, including FOFI and financial outlook,
with a focus on the following main areas:
x

clear identification of FLI

x

disclosure of material factors and assumptions

x

updating previously disclosed FLI (including expected differences)

x

comparison of actual results to previously disclosed FOFI or financial outlook
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What is Forward-Looking Information?
FLI is disclosure about possible events, conditions or financial performance that is based on assumptions
about future economic conditions and courses of action. FLI includes two subcategories dealing with
financial information: (a) FOFI and (b) financial outlook. Both FOFI and financial outlook are FLI about
prospective financial performance, financial position or cash flows, based on assumptions about future
economic conditions and courses of action. The difference between FOFI and financial outlook is the
format in which the financial information is presented. In the case of FOFI, the information is presented
in the format of a historical financial statement. Examples are provided in the chart below.
Forward-Looking Information
Disclosure regarding:
x Possible events
x Possible financial performance
Based on:
x Future economic conditions
x Future courses of action
Includes other information such as:
x Key performance indicators
x Future-oriented financial information
(FOFI)
x Financial outlook
x Targeted efficiencies
x Metal price assumptions

FOFI
Forward-looking financial
information presented in the
format of historical financial
statements.

Financial Outlook
Forward-looking financial
information NOT presented in the
format of historical financial
statements.
Examples include:
x Projected earnings
before interest, taxes,
depreciation and
amortization (“EBITDA”)
x Projected earnings per
share (“EPS”)
x Revenue targets
x Operating ratios
x Research & development
spending
x Projected operating costs
x Earnings guidance

7

3. Requirements
Disclosure of FLI is not mandatory for reporting issuers. However, we recognize that many reporting
issuers provide FLI, generally, in news releases, management’s discussion and analysis (“MD&A”), annual
information forms, marketing materials or on their website. FLI is by definition likely to be less reliable
than historical information because it is based on management’s best judgment and assumptions on
how future trends will impact their business. As such, it is important that FLI be clearly identified so that
readers understand the limitation of this information, are not confused and don’t treat FLI as historical
information. Further, it is critical that readers understand the basis on which the FLI was determined.
This basis must be reasonable. In addition, material risk factors and related assumptions used to
develop the FLI must accompany the disclosure. In determining what constitutes a “reasonable basis”
for FLI, a reporting issuer should consider the reasonableness of the assumptions underlying the FLI and
the process followed in preparing and reviewing the FLI. Updates on FLI help investors understand how
actual results are reasonably likely to differ materially from previously disclosed FLI and how the
reporting issuer is progressing towards the achievement of its disclosed targets and objectives.
The disclosure of FLI is subject to securities requirements under National Instrument 51-102 Continuous
Disclosure Obligations (NI 51-102)1, irrespective of where FLI is located within a document or the nature
of the document where FLI is disclosed. Therefore, the rules apply regardless of whether FLI is on a
website, in a news release or in the MD&A. The requirements can be divided in two parts: (a)
requirements relating to the initial disclosure of FLI, and (b) requirements relating to the ongoing
obligations to update, compare to actual results and, if appropriate, withdraw previously disclosed FLI.
We have summarized these requirements in Appendix A Requirements.
Exceptions
Oral statements
The rules do not apply to FLI presented orally. However, if oral statements containing FLI are
transcribed, for example, if the issuer transcribes the quarterly conference call with analysts where
management of a reporting issuer discusses their results, these statements would be subject to the
requirements under NI 51-102.

1

Part 4A -Forward-Looking Information, Part 4B – FOFI and Financial Outlook and Section 5.8 – Disclosure Relating
to Previously Disclosed Material Forward-Looking Information.
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Disclosure for Oil and Gas Activities or for Mineral Projects
Part 4B and section 5.8 of NI 51-102 do not apply to disclosure of FOFI or financial outlook subject to
requirements in National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities or
National Instrument 43-101 Standards of Disclosure for Mineral Projects. This disclosure is still subject
to the requirements under Part 4A of NI 51-102, including identifying FLI, stating material factors and
assumptions used, and providing the required disclaimers and cautionary language. We note that
frequently, scientific and technical information about a mineral project includes or is based on FLI.
Examples of FLI include metal price assumptions, cash flow forecasts, projected capital and operating
costs, metal or mineral recoveries, mine life and production rates, and other assumptions used in
preliminary economic assessments, pre-feasibility studies, and feasibility studies.
Update and withdrawal
Updating or notification that FLI is being withdrawn must be included in the MD&A or in a news release.
Section 5.8 of NI 51-102 provides flexibility to allow the updated information to be included in a news
release as long as it is filed prior to the MD&A. In this case, the MD&A must refer to the news release to
satisfy the requirements. The disclosure and discussion of material differences between actual results
and previously disclosed FOFI or financial outlook must be included in the MD&A; including this
information in a news release instead of the MD&A is not permitted.

Audit Committee and Board of Directors
Section 5.5 of NI 51-102 requires the annual and interim MD&A to be approved by the board of
directors before being filed2 and National Instrument 52-110 Audit Committees requires that an audit
committee review an issuer’s financial statements, MD&A, and interim and annual profit or loss press
releases before a reporting issuer publicly discloses this information. This includes FLI included in the
MD&A or in a press release.
The audit committee and board of directors’ role in the oversight of FLI helps ensure the dissemination
of timely and transparent information to investors. As such, the audit committee and board of directors
should consider reviewing and approving the initial FLI disclosure, determining whether updates are
required, questioning management on the assumptions being used to develop FLI, and approving the
targets before they are disclosed publicly.

2

The approval of the interim MD&A by the board of directors may be delegated to the audit committee.
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4. What We Found
In our review of 60 reporting issuers we identified four common areas where improvement is needed:
x

clear identification of FLI

x

material factors and assumptions

x

updating previously disclosed FLI

x

comparison of actual results to previously disclosed FOFI or financial outlook

To help reporting issuers improve their disclosure, in this section we provide examples of frequently
identified boilerplate/non-compliant disclosure, along with suggestions to improve disclosure with
entity-specific compliant FLI.

1. Identification of FLI
Section 4A.3 of NI 51-102
requires reporting issuers
to clearly identify
material FLI. All but one
reporting issuer that we
reviewed included
cautionary language
which identified the
existence of FLI in their
financial reporting
document. However, our review revealed that only 47% of reporting issuers clearly identified entityspecific FLI.

As indicated previously in this notice, it is important that FLI be clearly identified so that readers are not
confused and treat it as historical information. The identification of material FLI in a generic and
boilerplate manner does not allow users of the financial information to specifically identify and
understand that a forward-looking statement is being provided by the reporting issuer in a document or
website.
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Example #1a – Boilerplate disclosure

FLI not clearly
identified

This document may contain forward-looking statements. Forwardlooking statements are often but not always, identified by words such
as “believes”, “may”, “likely”, “plans” or similar words.

Example #1a – Entity-specific disclosure

Entity-specific FLI
identified

This document contains forward-looking statements about expected
future events and financial and operating performance of Company
ABC…. Annual targets for fiscal 2013 and related assumptions are
described in Part 5 “Performance scorecard for fiscal 2012” and Part
6 “Operating and Financial targets for fiscal 2013” of this MD&A.

Example 1b – Boilerplate disclosure

FLI not clearly
identified

All statements, other than statements of historical fact, that
address activities, events, or developments that the Company
expects or anticipates will or may occur in the future are forwardlooking statements.

Example #1b – Entity-specific disclosure

Entity-specific FLI
identified

This MD&A includes, but is not limited to, forward-looking
statements regarding: the potential of the Company’s properties to
contain economic precious and base metals deposits; the
Company’s ability to meet its working capital needs for the
twelve-month period ending December 31, 2013; the plans, costs,
timing and capital for future exploration and development of the
Company’s property interests in Zimbabwe and South Africa,
including the costs and potential impact of complying with existing
and proposed laws and regulations.

The boilerplate disclosure in the two examples above does not contain details that clearly identify the
FLI relating to the issuer’s business. As illustrated in the entity-specific examples, FLI is clearly identified
allowing a user of the information to understand that it is FLI that is being disclosed and not historical
information.
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2. Material Factors and Assumptions
Disclosure of specific relevant material factors or assumptions including material risk factors underlying
the FLI is necessary for investors to understand how actual results may vary from FLI. Based on our
review, 24% of reporting issuers did not disclose any material factors or assumptions used to develop
their FLI. In addition, 19% of reporting issuers only provided generic factors and assumptions within the
cautionary statement. Reporting issuers should carefully analyze the assumptions that underlie FLI.
Assumptions should be reasonable, supportable and entity-specific. Whenever possible, assumptions
should be quantified as this provides valuable information for investors.
Material factors and assumptions
must be:
x

reasonable

x

supportable

x

entity-specific

x

tied to FLI

x

disclosed

The majority of issuers reviewed did not quantify their assumptions. Reporting issuers continue to
provide general boilerplate disclosure that does not adequately describe the key assumptions used and
how primary risks may impact future performance. Assumptions disclosed are not specific to the
reporting issuers’ business and do not tie directly to the disclosure being provided. Example 2a below, is
a common example where assumptions supporting the sales target were not provided.

Example #2a – Boilerplate disclosure

No assumptions provided

In fiscal 2013, the Company anticipates meeting the
following target:
x

Total sales to increase by 5.0% to 6.0%
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A description of key specific risks and uncertainties that may impact a reporting issuer’s future
performance will assist an investor’s understanding of an issuer’s business and will lead to better
reporting. This is illustrated in the entity-specific example below. General risk factors and assumptions
provide investors with limited information and do not provide insight on how they relate to and impact
the FLI being disclosed.

Example #2a – Entity-specific disclosure

Identification of FLI

Specific assumptions

The following represents forward-looking information
and users are cautioned that actual results may vary. In
fiscal 2013, the Company expects total sales to increase
by 5.0% to 6.0%. This expectation is based on samestore sales growth of between 3.0% and 4.0% and the
introduction of new brands to our city centre stores. It
is expected that new brands will contribute to the
increase in sales and will be offset by increased
competition from U.S. retailers. Key performance
indicator for the Company includes retail sales per
square foot; this target assumes an average sale per
square foot of $45. An increase of 25 basis points in
interest rates may cause the sales target to decrease by
1-2%.

In example 2b (boilerplate disclosure), the reporting issuer has provided targets for the fiscal year but
has not provided assumptions that support the FLI provided. The statement about the issuer achieving
synergies does not help an investor understand how these synergies will help the issuer attain EBITDA of
$125 million for segment #1.

Example #2b – Boilerplate disclosure

No assumptions provided

The entity expects EBITDA for segment #1 to reach $125
million by 2014. We expect synergies from the
acquisition of EFG Corp.
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The entity-specific example below is an illustration of how a reporting issuer can clearly identify FLI
statements and disclose relevant and specific material risk factors and assumptions.

Example #2b – Entity-specific disclosure

Identification of FLI

Specific assumptions

Certain statements and other information included in this MD&A constitute “forwardlooking information” within the meaning of applicable Canadian securities legislation.
Forward-looking statements are typically identified by the words “believe”, “expect”,
“anticipate”, “project”, “intend”, “estimate”, “outlook”, “focus”, “potential”, “will”,
“should”, “would”, “could” and other similar expressions. … The following table outlines
certain significant forward-looking statements contained in this MD&A and provides the
material assumptions used to develop such forward-looking statements and material risk
factors that could cause actual results to differ materially from the forward looking
statements.
FLI statements

Assumptions

Synergies to be achieved on the
EFG acquisition

ABC’s a bi l i ty to s ucces s ful l y i ntegra te ABC’s a bi l i ty to a chi eve enha nced
the bus i nes s of EFG a s pl a nned wi thi n purcha s i ng effi ci enci es , expa ns i on
expected ti me fra mes a nd cos ts .
i n product offeri ngs a nd a reducti on
i n overhea d expens es .
Reta i l bus i nes s condi ti ons a re
Reta i l bus i nes s condi ti ons a re
a s s umed to be wi thi n norma l
a s s umed to be wi thi n norma l
pa ra meters wi th res pect to pri ces ,
pa ra meters wi th res pect to pri ces ,
ma rgi ns , product a va i l a bi l i ty, a nd
ma rgi ns , product a va i l a bi l i ty, a nd
s uppl i er a greements for our ma jor
s uppl i er a greements for our ma jor
products .
products .
ABC’s a bi l i ty to i denti fy s ui ta bl e
ABC’s a bi l i ty to i ntegra te
ca ndi da tes for a cqui s i ti ons a nd
a cqui s i ti ons , i ncl udi ng i ts a bi l i ty to
negoti a te a ccepta bl e terms .
a chi eve effi ci enci es a s pl a nned.

Segment #1 EBITDA to reach
$125 million by 2014

Material risk
factors provided

ABC’s a bi l i ty to i mpl ement i ts
s ta nda rds , control s , procedures a nd
pol i ci es a t the a cqui red bus i nes s to
rea l i ze the expected s ynergi es .

Risk Factors
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3. Updating previously disclosed FLI
A reporting issuer is required under Section 5.8 of NI 51-102 to discuss in the MD&A or in a press
release, events and circumstances that are reasonably likely to cause actual results to differ materially
from previously disclosed FLI. The expected differences must also be disclosed. For example, economic
and market events may cause actual results to differ materially from previously disclosed material FLI.

Forty percent of reporting issuers reviewed did not disclose the events and circumstances impacting
their previously reported FLI that occurred during the period. Overall, only 36% of reporting issuers
included a quantified discussion of events and circumstances that are reasonably likely to cause actual
results to differ materially from previously reported FLI. Failure to provide disclosure of material
differences in events and circumstances prevents investors from assessing how well the reporting issuer
is progressing towards the achievement of its disclosed targets and objectives. For example, updated
quantified data that relates to factors and assumptions that may impact the future performance of the
issuer will clarify how and why these changes may impact future performance; this will lead to a clearer
understanding of events and circumstances that occurred in the business environment in which the
reporting issuer operates.
Example #3a – Boilerplate disclosure

No events or
circumstances discussed

Gold production target for 2013 has been increased to
70,000 to 80,000 gold ounces.

15

In example 3a (boilerplate disclosure), the reporting issuer did not disclose events or circumstances that
occurred during the period and how they impact previously disclosed FLI. Simply providing an update of
previously disclosed FLI without the data that relates to the underlying factors and assumptions provides
no insight on why and how the target has changed.

Updated FLI
Events and
circumstances discussed
Updated assumptions

Example #3a – Entity-specific disclosure
Gold production was originally anticipated to be in the range of 40,000 to
50,000 gold ounces for 2013. Given the recent developments in Q2, the
target for 2013 has increased to 70,000 to 80,000 gold ounces. The
expansion and development of ABC mine was completed at the end of
Q2 and will be contributing to the increased production. It is expected
that weekly production will increase by approximately 1,400 ounces.
The Company is in the process of hiring additional engineering staff to
support the increased production. If we are unable to hire qualified
personnel, the target may only increase to 60,000 to 70,000 gold
ounces.

In the example above, the reporting issuer provides a discussion of the event that occurred during the
period and the impact it has on the original target. Updated assumptions and risks are also included,
which provides investors greater insight on the issuer’s future performance.

Finally, we have included two examples on the following pages illustrating different approaches on how
reporting issuers can clearly identify FLI and update previously disclosed FLI by explaining why the
original assumptions changed with supporting numbers. Using tables is an effective approach to clearly
communicate FLI and update the information.
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Example #3b – Entity-specific disclosure

.

2013 Second-Quarter Guidance Update
The discussion in this section is qualified in its entirety by the cautionary language
regarding forward-looking statements found in section 1 of the MD&A.
The Company’s 2013 targets and assumptions were originally announced on February 28,
2013, in the Company’s annual 2012 financial results news release and accompanying
investor conference call and webcast. The Company has revised its guidance for the full
year as follows:
Revi s ed gui da nce for 2013 a nd
expected cha nge from 2012
res ul ts

Ori gi na l ta rgets for 2013 a nd
expected cha nge from 2012
res ul ts

$5.4 to $5.55 bi l l i on
2 to 5%
$1.95 to $2.03 bi l l i on

$5.35 to $5.5 bi l l i on
2 to 5%
$1.9 to $2.0 bi l l i on

2 to 6%

1 to 6%

Gui da nce cha nge

Consolidated
Revenues

Identification of FLI
EBITDA

EPS – ba s i c
Ca pi ta l expendi tures

$2.75 to $3.20

$2.75 to $3.20

0 to 8%
Approx. $900 mi l l i on
5%

0 to 8%
Approx. $800 mi l l i on
—

$2.9 to $3.0 bi l l i on
4 to 7%
$1.2 to $1.25 bi l l i on
9 to 13%

$2.9 to $3.0 bi l l i on
4 to 7%
$1.15 to $1.2 bi l l i on
4 to 9%

$2. to $2.550 bi l l i on
0 to 3%
$0.75 to $0.78 bi l l i on
(5) to (2)%

$2.45 to $2.5 bi l l i on
0 to 3%
$0.78 to $0.8 bi l l i on
(6) to 1%

Increa s e top a nd bottom
of ra nge by $50 mi l l i on
Increa s e top of ra nge by
$30 mi l l i on a nd bottom
of ra nge by $50 mi l l i on
No cha nge
Increa s e of $100 mi l l i on

Segment A

FLI updated

Revenue
EBITDA

No cha nge
Increa s e top a nd bottom
of ra nge by $50 mi l l i on

Segment B
Revenue
EBITDA

Updated assumptions

Increa s e top a nd bottom
of ra nge by $50 mi l l i on
Decrea s e top of ra nge by
$20 mi l l i on

Assumptions for 2013 original targets

Result to date or expectation for full year

Segment B revenue growth grea ter tha n
product #1 revenue decl i nes due to
conti nued reta i l expa ns i on a nd upgra des
s upporti ng our di s tri buti on network. Product
#1 revenue decl i nes refl ect conti nued
eros i on i n our ma i n ma rket i n Centra l
Ca na da a s increa s ed competiti on a rrives .

Confi rmed by res ul ts i n the fi rs t s i x months of
2013. Segment B revenue i ncrea s ed by 9% yea r over
yea r, whi ch exceeded the a ggrega te 6% yea r-overyea r decl i ne i n product #1 revenues .

Conti nued decl ine i n pricing of product #1

Product #1 revenues conti nued to decli ne due to
reta i l pri ce competi ti on a nd unfa voura bl e
wea ther duri ng the qua rter. Product #1 revenues
decrea s ed yea r over yea r by 6.0% in the fi rs t ha l f of
2013.

Different initi a ti ves expected to i mpa ct
res tructuring cos ts a re currentl y es tima ted a t
Between $20 a nd $30 mi l li on i n res tructuri ng a pproxi ma tel y $40 mi ll i on for the ful l yea r.
cos ts to s upport s evera l opera ti ng a nd
Res tructuri ng cos ts of $15 mi l l i on were recorded i n
ca pi ta l effi ci ency i ni tia ti ves .
the fi rs t ha l f of 2013, of whi ch $10 mi l l i on wa s for
empl oyee-rel a ted i ni ti a ti ves a nd $5 mi ll i on wa s
rel a ted to s a l e of rea l es ta te.
…..

…..
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Example #3c – Entity-specific disclosure

Previously disclosed
assumptions

Updated assumptions

2013 Financial Assumptions
In the 2012 annual MD&A, the Company previously provided assumptions for 2013 which
included capital expenditures estimated to range from $525 million to $550 million
(discussed further in Section 3.5, Liquidity and Capital Resources). The Company expects
its tax rate to be in the 23% to 28% range (discussed further in Section 2.9, Other Income
Items). The 2013 pension contributions were estimated to be between $55 million and $70
million (discussed further in Section 3.9, Commitments and Future Trends). Undue reliance
should not be placed on these assumptions and other forward-looking information.
2013 Third-Quarter Guidance
The Company has updated the following assumptions: Capital expenditures are currently
estimated to be $605 million in 2013. This increase includes the purchase of additional
vehicles and our ability to complete our planned capital program. We estimate our
aggregate defined benefit pension contributions to equal approximately $55 million in
2013, and in the range of $70 million to $85 million in each of the subsequent three or
four years.
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4. Comparison of actual results vs. FOFI and Financial Outlook in MD&A
The comparison of actual results to previously disclosed FOFI and financial outlook is important for
investors in their assessment of the effectiveness of management and of the current and future business
performance of the issuer. Only 33% of reporting issuers reviewed provided this comparison. Under
subsection 5.8(4) of NI 51-102, reporting issuers are required to provide such a comparison in the MD&A
if actual amounts differ materially from previously disclosed FOFI or financial outlook for that period.

The disclosure in the example below does not provide a comparison between actual results and
previously disclosed financial outlook. A comparison of the actual results to the FOFI or financial outlook
originally disclosed in previous documents will allow investors the opportunity to assess the
reasonableness of previous disclosure and adjust their expectations.

Example #4a – Boilerplate disclosure

No comparison of
actual results to
financial outlook

ABC Company achieved sales growth of 10.5% in
2012 and maintained capital expenditures at $15
million.
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The disclosure in the entity-specific example below provides a comprehensive discussion comparing
actual results to previously disclosed financial outlook. The discussion includes a qualitative and
quantitative explanation of the material differences. Investors will be able to clearly understand
whether the targets were or were not achieved and why.

Example #4a – Entity-specific disclosure
2012 objectives
Sales growth of 3-4%

Comparison

Capital expenditure $25-35 million

Explanation of
material differences

Accomplishments in 2012
Sales growth of 10.5%
- A 6% increase in sales was achieved during fiscal 2012 due
to the introduction of product X in Q4.
- The remaining 4.5% of sales growth resulted from sales of
product Y. The reduction of product Y’s selling price drove an
increase in sales volume for product Y.
Capital expenditure of $15 million.
- Spending was substantially lower than anticipated due to
lower information technology enhancement requirements ($8
million) and less equipment replacements ($7 million).
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5. Practice Points

Effective communication of FLI enables investors to have a better understanding of a reporting issuer’s
business, their long term objectives, and their progress in achieving those objectives. The following
practice points will assist issuers and their advisors in promoting clear, transparent disclosure for FLI.

1. Quality of assumptions
Assumptions should be reasonable and specific to a reporting issuer. Material factors and
assumptions should be provided where FLI is disclosed. Qualitative, entity-specific and quantitative
assumptions are informative and useful to investors.

2. Timely updating of ongoing progress
Updating of ongoing progress as compared to previously disclosed FLI allows investors to assess
corporate performance during the fiscal year. Affirmation of targets, disclosure of affected material
differences, as well as updates on trends likely to impact future performance on a timely basis is
informative information for investors. Disclosure of expected material differences is also important.

3. Key Performance Indicators - financial and non-financial
KPIs can help both reporting issuers and investors understand how well an issuer is progressing
towards their objectives. Disclosure of an issuer’s objectives along with their related KPIs is an
important tool to measure success of corporate performance. KPIs can be both quantitative and
qualitative in nature.

4. Separate Presentation
Having a separate section with all FLI enables investors to easily identify information that constitutes
material FLI and what represents historical information. The FLI for an issuer can be presented in a
narrative format or through the use of tables and charts. A table that sets out objectives, key
specific assumptions and risks will clarify the relationship between the underlying key components
and the FLI.

21

5. Role of the Audit Committee and Board of Directors
The audit committee and board of directors play a key role in the oversight of FLI. As such, they
should consider reviewing and approving all FLI disclosure before it is publicly disclosed, including
the underlying assumptions being used to develop the FLI.

The following is an illustration of an entity-specific example where the reporting issuer provides
comprehensive and understandable FLI disclosure. The table includes discussion of the original target
for the KPI, a comparison to actual results, inclusion of entity-specific related assumptions and updated
targets for the upcoming year.

Scorecard
Same store sales
growth

EPS (fully
diluted)

What we targeted

How we did

Commentary

What we are targeting
to do in 2013

3%-5%

6.30%

Our same-store sales growth was driven
mainly by changes to our clothing lines with
quality products introduced at targeted price
points which contributed to positive product
mix, and combined with pricing, resulted in a
higher average sale per consumer.
Additional advertising targeted at our core
growth markets in Eastern U.S. also
contributed favourably, and we believe was
a significant factor in the strong
performance during the period.

4%-6%

$2.30 - $2.40

$2.35

A combination of operating income growth
driven primarily by continued strength in
corporate sales in the Americas, a lower
effective tax rate, and our share repurchase
program contributed to our EPS
performance in fiscal 2012.

$2.35 - $2.45
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6. Conclusions
The findings of our review illustrate that the quality of FLI continues to be an area where disclosure
needs improvement. Investors continue to demand forward-looking information. Clear identification of
FLI, detailed disclosure of entity-specific material factors and assumptions, updating FLI, and providing
comparisons is important, required information for reporting issuers and can provide clear and
informative information to investors.

Given its importance to investors, this is an area of disclosure we will continue to assess in our CD and
prospectus review programs. Issuers who have not complied with the FLI requirements will be expected
to take corrective action.
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7. Questions and Additional Resources
If you have any questions about this report, please contact:

Sandra Heldman
Senior Accountant, Corporate Finance
416-593-2355
sheldman@osc.gov.on.ca
Ritu Kalra
Senior Accountant, Corporate Finance
416-593-8063
rkalra@osc.gov.on.ca
Marie-France Bourret
Accountant, Corporate Finance
416-593-8083
mbourret@osc.gov.on.ca
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8. Appendix A - Requirements

Definitions
Reasonable Basis
Assumptions

Disclosure

Rule Reference &
Subsection

Description

FLI

1.1 of NI 51-102
4A.2 of NI 51-102
4A.2 of NI 51-102CP
4B.2 of NI 51-102

Definitions for FLI, FOFI and financial outlook
Reasonable basis for FLI required

9
9

4A.3(a) of NI 51-102
4A.3(b) of NI 51-102
4A.3(b) of NI 51-102
4A.5 of NI 51-102CP
4A.3(c) of NI 51-102
4A.6 of NI 51-102CP
4A.3(c) of NI 51-102

Additional
disclosure for
financial outlook
and FOFI

4B.3(a) of NI 51-102

4B.3(b) of NI 51-102
4B.3(b) of NI 51-102

Reasonable assumptions in the circumstances supporting
financial outlook or FOFI required
x Financial outlook or FOFI must
x
be limited to a period for which information can
be reasonably estimated (generally not more
than a year)
x
use the accounting policies the reporting issuer
expects to use to prepare its historical F/S for the
period covered by the FOFI or financial outlook
Information must be identified as FLI
Users must be cautioned that actual results may vary from
FLI
Material risk factors that could cause actual results to
differ materially from the FLI must be identified
Material factors and assumptions used to develop FLI must
be identified
Description of the issuer’s policy for updating FLI if it
includes procedures in addition to those required under
Section 5.8 of NI 51-102 (described below)
If the document containing the disclosure is not dated,
include the date management approved the FOFI or
financial outlook
Purpose of financial outlook or FOFI must be explained
Readers must be cautioned that information may not be
appropriate for other purposes
Disclose events or circumstances that have occurred in the
period that are reasonably likely to cause actual results to
differ materially from the previously publicly disclosed
material FLI. Discuss the expected differences. This applies
to FLI for a financial period that is not yet complete.

Updating FLI in
interim or annual
MD&A

5.8(2) of NI 51-102

Comparison to
Actual

5.8(4) of NI 51-102

Disclose material differences between actual annual or
interim results and any FOFI or financial outlook previously
disclosed for the period

Withdrawal

5.8(5) of NI 51-102

Disclose any decision to withdraw previously disclosed FLI.
The events and circumstances that led to this decision must
be discussed as are the assumptions underlying the FLI that
are no longer valid.

FOFI and
financial
outlook
9
9
9

9
9

9
9

9

9

9

9

9

9

9

9
9
9

9

9

9

9

As the regulatory body responsible for overseeing the capital markets in Ontario, the Ontario Securities Commission administers
and enforces the provincial Securities Act, the provincial Commodity Futures Act and administers certain provisions of the provincial
Business Corporations Act. The OSC is a self-funded Crown corporation accountable to the Ontario Legislature through the Minister
of Finance.

