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Canadian Securities  Autorités canadiennes
Administrators en valeurs mobiliéres

CSA STAFF NOTICE 51-314
RETIREMENT BENEFITS DISCLOSURE

1. Purpose

We understand that a number of issuers are presently considering providing enhanced disclosure
on retirement benefits payable to executives that goes beyond that which is mandated by current
securities law requirements. The purpose of this Notice isto provide guidance from CSA staff
(except for staff in British Columbia, which is not participating in the notice) to issuers that
choose in this way to broaden their disclosure. The requirements for executive compensation
disclosure are found in Form 51-102F6 Statement of Executive Compensation of National
Instrument 51-102 Continuous Disclosure Obligations (the Form).

2. Commentary

The complexity of compensation mechanisms has grown steadily in recent years, making it more
difficult for investors to understand what executives are paid and how that compensation is
determined. Current requirements in the Form provide a general framework for disclosure on
many different types of compensation. We understand that some issuers are thinking about how
to provide disclosure that goes beyond the strict requirements of the Form.

In particular, some issuers are considering disclosing additional information on the value of
retirement benefit plans, such as supplementary pension plans granted to senior executives.
Although Item 6 of the Form (Defined Benefit or Actuarial Plan Disclosure) requires some
disclosure related to pensions, this requirement does not result in the disclosure of the overall
value of abenefit plan for each executive. Additiona disclosure could include, among other
information:

i) thetotal retirement benefit liability of the issuer associated with each executive;

ii) the total service costsin respect of the plan during the past year; and

iii) the estimated annual benefits payable on retirement to specific executives.
Thisinformation could be set out in narrative form or could be represented in atable.
We acknowledge that this additional disclosureis not technically required by the Form or by any

other aspect of securitieslaw. However, when companies choose to provide this additional
disclosure, we believe it isimportant that the disclosure specify:

! This CSA Staff Notice was incorrectly numbered in Alberta as 51-716 at the time it was published. The error has
been corrected for the benefit of the ASC’s historical record.
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(a) that these are estimated amounts based on assumptions, which represent contractual
entitlements that may change over time,

(b) that the method used to determine any estimated amounts will not be identical to the
method used by other issuers and as aresult the figures may not be directly comparable
across companies, and

(c) the key assumptions.
These assumptions include, but are not necessarily limited to:

Retirement: Issuers will need to make assumptions about the length of time an officer will
remain employed. For example, will the officer work until a standard retirement age (such as
65) or retire at an earlier date?

Vesting: Some pension benefits will not vest until a future date and their current value will
need to be estimated for disclosure purposes.

I ncreases in compensation: Issuers must take into account future pay increases granted to
executives when estimating a value for retirement benefits. Potential future earnings affect
the value of the benefit to the executive, as typically, these benefits are based on the
executive’' sincome in the years immediately before retirement. 1ssuers must also consider
how to reflect any changes to the disclosure when actual amounts differ from what was
originally estimated and disclosed.

Interest rates: Issuers must determine whether to use pre-tax or after-tax interest rates when
determining the value of benefits granted to executives.

Employee Contributions. Where the pension plan includes employee contributions, issuers
may wish to disclose whether such contributions are included in estimated figures for
benefits or liabilities and how they are taken into account.

CICA Handbook section 3461 requires disclosure in financial statements of significant
assumptions used in accounting for employee future benefits for the enterprise as awhole.
Where appropriate, we believe the assumptions used for financial statement purposes should be
consistent with those used for the purpose of individual executive compensation disclosure.
Major differences in assumptions should be highlighted and explained.

For some of these matters, it may be useful to provide disclosure reflecting different possible
assumptions. For example, in respect of vesting, disclosure could be made both to reflect an
executive' s current entitlement and to reflect an assumption that all benefits are immediately
vested. In respect of retirement date, disclosure could be made to reflect an executive's
entitlement both if he or she retired immediately and at the standard retirement date.
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It may also be appropriate to disclose the key contractual terms of the relevant benefit plan,
particularly when they are unusual or when their impact is significant. For example, under some
plans, the executive is ultimately credited for benefit calculation purposes with a number of
years service in excess of that actually worked. In such cases, we believe that it would be
appropriate to identify this contractual provision and to reflect it in the stated assumptions.

Additional information on executive pensionsis likely to be most useful to investorsif itis
clearly identified and is included with the issuer’ s other disclosure on executive compensation,
contained in the issuer’s proxy circular.

We will continue to monitor developments in this area and may decide in the future that
amendments to executive compensation disclosure requirements are warranted.

Questions may be referred to:

Ontario Securities Commission

John Hughes, Manager, Corporate Finance
20 Queen Street West, Suite 1900, Box 55
Toronto, Ontario M5H 3S8

Telephone: (416) 593-3695

E-mail: jhughes@osc.gov.on.ca

Elizabeth Topp, Lega Counsel, Corporate Finance
20 Queen Street West, Suite 1900, Box 55
Toronto, Ontario M5H 3S8

Telephone: (416) 593-2377

E-mail: etopp@osc.gov.on.ca

Alberta Securities Commission

Mavis Legg, Manager, Securities Analysis
400, 300-5" Avenue SW.

Stock Exchange Tower

Cagary, Alberta T2P 3C4

Telephone: (403) 297-2663

E-mail: mavis.legg@seccom.ab.ca

Fred Snell, Chief Accountant
400, 300-5™ Avenue SW.

Stock Exchange Tower

Cagary, Alberta T2P 3C4
Telephone: (403) 297-6553
E-mail: fred.snell@seccom.ab.ca

Autorité des marchésfinanciers

Nicole Parent, Analyste, Financement des sociétés
Direction des marchés des capitaux
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800, sguare Victoria, 22e étage

C.P. 246, Tour de laBourse

Montréal, Québec H4Z 1G3
Téléphone: (514) 395-0558 ext. 4455
E-mail: nicole.parent@lautorite.qc.ca

M anitoba Securities Commission

Bob Bouchard

Director and Chief Administration Officer
1130-405 Broadway

Winnipeg, Manitoba R3C 3L6

Telephone: (204) 945-2555

E-mail: bbouchard@gov.mb.ca

New Brunswick Securities Commission
Kevin Hoyt, Director, Corporate Finance
Suite 606, 133 Prince William Street
Saint John, New Brunswick E2L 2B5
Telephone: (506) 643-7691

E-mail: kevin.hoyt@nbsc-cvmnb.ca

Nova Scotia Securities Commission

Bill Slattery, Deputy Director, Corporate Finance and Administration
2" Floor, Joseph Howe Building

1690 Hollis Street, P.O. Box 458

Halifax, Nova Scotia B3J 2P8

Telephone: (902) 424-7355

E-mail: datteggw@gov.ns.ca

Saskatchewan Financial Services Commission
lan McIntosh CA

Deputy Director — Corporate Finance

Securities Division

Regina, Saskatchewan S4P 3V7

Telephone: (306) 787-5867

E-mail: imcintosh@sfsc.gov.sk.ca

January 14, 2005

#1716289 v1





