Report to
shareholders
Trusted leadership
in mental health
and wellbeing
First quarter 2022

Three months ended

March 31, 2022 and 2021

Table of contents
Management’s discussion
and analysis
Preface

1

Forward-looking information

1

Business overview

2

About LifeWorks

3

2022 first quarter summary

5

Analysis of 2022 first quarter
operating results

7

Liquidity and capital resources

13

Equity and capital

14

Selected statement of financial
position data

16

Critical accounting estimates

17

Risks and uncertainties

18

Summary of quarterly results

18

Disclosure controls and procedures

19

Internal control over financial reporting

19

Key performance indicators and
non-IFRS financial metrics

19

Additional information

22

Unaudited condensed
consolidated interim
financial statements
Unaudited condensed consolidated interim
statements of financial position
24
Unaudited condensed consolidated interim
statements of financial position (continued) 25
Unaudited condensed consolidated
interim statements of income and
comprehensive income

26

Unaudited condensed consolidated
interim statements of changes in equity

27

Unaudited condensed consolidated
interim statements of cash flows

28

Notes to unaudited
condensed consolidated
interim financial statements
Notes 1 to 11

30

We are a new age
digital health company
Company history

For more information about LifeWorks,
visit our website lifeworks.com

37

Management’s discussion
and analysis
For the three months ended March 31, 2022 and 2021

Preface
This Management’s discussion and analysis (“MD&A”) covers the three months ended March 31, 2022 and should be read
in conjunction with the accompanying unaudited condensed consolidated interim financial statements (“interim financial
statements”) of LifeWorks1 (the “Company,” “we,” “us,” and “our”) and notes thereto for the three months ended March 31, 2022
and 2021 and the MD&A and audited consolidated financial statements and notes thereto for the years ended December 31,
2021 and 2020 (“annual financial statements”).
Unless otherwise noted, all financial information presented has been rounded to the nearest thousand, and all financial
information is presented in Canadian dollars, in accordance with International Financial Reporting Standards (“IFRS”). Certain
totals, subtotals and percentages may not reconcile due to rounding.
Unless otherwise noted, all comparative results for Q1 2022 (three months ended March 31, 2022) are compared against Q1 2021
(three months ended March 31, 2021).
To assist investors in assessing the Company’s financial performance, this MD&A makes reference to certain key performance
indicators (“KPIs”) and non-IFRS metrics, which Management believes are useful in assessing the performance of the Company.
Readers are cautioned that these measures do not have any standard meaning prescribed by IFRS and therefore may not be
comparable to similar measures presented by other issuers. KPIs and non-IFRS metrics are described and reconciled to IFRS
metrics in the “Key performance indicators and non-IFRS financial metrics” section of this MD&A.

Forward-looking information
This MD&A contains “forward-looking information” within the meaning of applicable securities laws, such as statements concerning anticipated future events,
results, circumstances, performance or expectations that are not historical facts. Specific statements used in this MD&A that may contain “forward-looking
information” include but are not limited to statements with respect to: the discussion of our business and operating segments, focuses and strategies; our
expectations of future performance for our various operating segments and our consolidated financial results; the conversion of long-term incentive plan units
into common shares; considerations in determining when to declare dividends and the amount of such dividends; the Company’s management and monitoring
of commitments and contractual obligations to ensure that they can be met with funding provided by operations and capital resources available; the ability to
fund commitments and contractual obligations with funding provided by operations and capital resources available; future lease and credit facility commitments;
and future consideration related to acquisitions. They are based on certain factors and assumptions, including expected growth, results of operations, business
prospects and opportunities. The use of words such as “may,” “will,” “expect,” “believe,” “could,” “would,” “intend,” or other words of similar effect may indicate
“forward-looking information.” Forward-looking information is not a guarantee of future performance and is subject to numerous risks and uncertainties, including
those described in our publicly filed documents (available on SEDAR at sedar.com) and in this MD&A under the heading “Risks and Uncertainties.”
Those risks and uncertainties include, among other things, the ability to maintain profitability and manage growth, competition, reliance on information systems
and technology, reputational risk, satisfactory performance of client obligations, general economic conditions, pandemics, natural disasters or other unanticipated
events (including the novel coronavirus and variants thereof (“COVID-19”) pandemic), dependence on key clients and key channel partners, risk of future legal
proceedings, protection of intellectual property, foreign exchange risk, insurance, indebtedness and interest rates, credit risk, dividends, market price and dilution
of common shares. Many of these risks and uncertainties can affect the Company’s actual results and could cause the Company’s actual results to differ materially
from those expressed or implied in any forward-looking information or statement made by the Company or on the Company’s behalf. Given these risks and
uncertainties, investors should not place undue reliance on forward-looking information as a prediction of actual results.
All forward-looking information in this MD&A is qualified by these cautionary statements. These statements are made as of the date of this MD&A and, except
as required by applicable law, the Company undertakes no obligation to publicly update or revise any forward-looking information, whether as a result of new
information, future events or otherwise. Additionally, the Company undertakes no obligation to comment on analyses, expectations or statements made by third
parties in respect of the Company, its financial or operating results or its securities.
	LifeWorks Inc. (“LifeWorks”) was incorporated pursuant to the laws of the Province of Ontario on October 19, 2010 under the name Morneau Shepell Inc. and
completed a name change to LifeWorks Inc. on May 17, 2021.
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Business overview
LifeWorks is a world leader in providing digital and
in-person solutions that support the total wellbeing
of individuals – mental, financial, social and
physical. We deliver a personalized continuum of
care that helps our clients improve the lives of their
people and by doing so, improve their business.
It’s the idea that by improving a person’s life, we
improve how they perform at work.

Client organizations
that use our services
in Canada, the
United States and
around the globe

Number of lives
LifeWorks services
cover

36 million

25 thousand

The Company’s Purpose, Vision and Values are the pillars by which the Company operates.

Our purpose
Improving lives. Improving business.
By helping our clients improve the wellbeing of
their people, we help them improve workforce
engagement and productivity, thereby improving
the performance of our clients’ organizations.

Our vision
To optimize the health and
productivity of people – the heart
of every successful organization.

Our values
We value long-term relationships

We treat others the way we want to be treated
We are innovative and entrepreneurial

2
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About LifeWorks
Our approach spans services in employee and
family assistance, health and wellness, recognition,
pension and benefits administration, retirement
consulting, and actuarial and investment services.

Total number of lives
covered by EAP –
Direct

Number of lives
covered by enhanced
modules

14.6 million

1.45 million

People with access to mobile integrated
platform (millions)
7
6
5
4
3
2
1
0
Mar 31
2019

Jun 30
2019

Sep 30
2019

Dec 31
2019

Mar 31
2020

Jun 30
2020

Sep 30
2020

Dec 31
2020

Mar 31
2021

Jun 30
2021

Sep 30
2021

Dec 31
2021

Mar 31
2022

• Total number of lives with access to the platform
7.1 million
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LifeWorks delivers a unified continuum of care that supports the whole
person. We provide personalized solutions that feature diverse levels of
support across the four pillars of total wellbeing:
•

Mental health – Helping individuals realize their full
potential, cope with daily stressors and be productive.

•

Financial health – Knowledge, behaviour, strategies and
insights that support financial security.

•

Social health – Healthy social relationships that give
people a sense of connection and belonging.

•

Physical health – Lifestyle choices that support current and
long-term health and physical ability.

We combine technology and deep expertise to deliver results.
Our solutions combine the global depth of our in-person
expertise and technologies that make complex solutions
simple, accessible and intuitive for people and HR leaders.
When people need support, we can intervene proactively;
when someone is at risk, we can help with recovery and avoid
problems in the first place.
Every individual has different wellbeing needs and
expectations. We always start where people are and work
toward their goals by understanding their needs, then
providing options for the support they need. We deliver
a guided journey for positive total wellbeing, all toward
maximizing organizational productivity.

4
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We empower people by supporting their wellbeing. We’re
there for people at the most critical moments in their lives:
when a child arrives, when buying a house, on starting a
pension plan, when a partner gets ill, during a crisis, and at
retirement. We are there when it matters.
LifeWorks helps deliver results in the workplace in areas such
as engagement, talent retention and productivity. We help to
manage health care, absence and disability costs. We help
organizations adapt to a changing and challenging world.
As a global enterprise, we have the reach to support
organizations around the world. We take equal pride in
having the agility of a start-up, with game-changing solutions
for today’s digitally connected organizations.
Our teams have capabilities for delivering quality and
innovation in employee and family assistance, health and
wellness, recognition, pension and benefits administration,
retirement consulting, actuarial and investment services.

Management’s discussion and analysis

2022 first quarter summary
Key performance indicators do not have standardized meanings under IFRS and, therefore, may not be comparable to similar
terms used by other companies. Constant currency organic growth, adjusted EBITDA, adjusted EBITDA margin and adjusted
EBITDA per share (basic) are all considered non-IFRS measures that are not standardized measures under the financial reporting
framework used to prepare LifeWorks’ financial statements and may not be comparable to similar financial measures reported
by other companies. Refer to “Key performance indicators and non-IFRS financial metrics” for further details.
(In thousands of Canadian dollars, except where noted)

Revenue

Tech enabled recurring revenue (1)
Organic growth (1)

Constant currency organic growth (1)

Q1, 2021

Variance

$ 259,041

$ 257,140

0.7%

0.1%

7.3%

96,952

93,232

4.0%

0.1%

9.6%

Profit for the period

$ 14,055

$ 10,175

38.1%

Adjusted EBITDA(1)

$ 48,430

$ 52,765

(8.2%)

0.69

0.75

(0.06)

Earnings per share (basic)

Adjusted EBITDA margin(1)

Adjusted EBITDA per share (basic)(1)

(1)

Q1, 2022

0.20

18.7%

0.15

20.5%

0.05

(1.8%)

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.
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First quarter highlights:
Revenue
growth

Constant currency
organic growth1

Tech enabled recurring
revenue growth1

Adjusted EBITDA
margin1

0.7%
Q1, 2022

0.1%
Q1, 2022

4.0%
Q1, 2022

18.7%
Q1, 2022

•

Profit for the quarter increased by $3.9 million or 38.1% versus the comparative period, largely driven by reductions to the
Company’s operating expenses and higher revenue versus the first quarter of 2021. Basic earnings per share increased by
$0.05 versus the comparative period due to higher profit.

•

Overall, revenue of $259.0 million for the quarter ended March 31, 2022 increased by $1.9 million compared to $257.1 million
reported in the same period in the prior year.

•

Tech enabled recurring revenue growth of 4.0% as compared to the same period in the prior year was driven by the
Company’s Integrated Health Services (“IHS”)2 and Administrative Solutions (“AS”) lines of business.

•

Adjusted EBITDA decreased by $4.4 million compared to the first quarter of 2021. The decrease was primarily due to higher
cloud software costs in the current period. Adjusted EBITDA margin declined by 180 basis points from 20.5% to 18.7% in the
current period due to decreases in adjusted EBITDA.

•

During 2022, the Company continued to execute on its growth strategy through the acquisition of Breaking Free Group, a
global business based in the United Kingdom and a leading provider of behavioural health Software as a Service (“SaaS”)
solutions for evidence-based substance use intervention.

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.
2
	The Company’s IHS line of business was redefined during the first quarter of 2022. Refer to “Revenue by line of business“ for further details.
1
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Analysis of 2022 first quarter
operating results
Revenue
Revenue for the first quarter of $259.0 million was on par with 2021 first quarter revenue of $257.1 million.

Revenue by region
Q1, 2022

Q1, 2021
$17,511 International

$15,117 International

$91,083 U.S.

$150,447 Canada

$90,463 U.S.

$151,560 Canada

Revenue by line of business
In the first quarter of 2022 the Company merged its Health and Productivity Solutions (“HPS”) and Integrated Health Solutions
businesses under the same leadership team, now delivering an industry-leading continuum of care model in workplace mental
health. As a result, the Company now has three operating segments, consistent with its three core lines of business, that have
been aggregated under IFRS 8 Operating Segments to determine that the Company has only one reportable segment.
Revenue results for each of the lines of business are provided below:
(In thousands of Canadian dollars, except where noted)

Integrated Health Solutions

Administrative Solutions

Retirement and Financial Solutions(1)
Other
Total
(1)

Q1, 2022

Q1, 2021

Variance

$ 127,069

$ 125,377

1.3%

31,613

31,442

0.5%

100,220

139

$ 259,041

100,073

248

$ 257,140

0.1%

(44.0%)
0.7%

	Other revenue is included with Retirement and Financial Solutions revenue in note 11 of the financial statements.
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Revenue Growth
Integrated Health
Solutions

Administrative
Solutions

Retirement and
Financial Solutions

1.3%
Q1, 2022

0.1%
Q1, 2022

0.5%
Q1, 2022

Integrated Health
Solutions1

Administrative
Solutions1

Retirement and
Financial Solutions2

(0.1%)
Q1, 2022

0.2%
Q1, 2022

1.3%
Q1, 2022

Constant Currency Organic Growth

	Represents constant currency organic growth, a non-IFRS metric; refer to “Key performance indicators and non-IFRS financial metrics” for further information.
	As Retirement and Financial Solutions is a Canadian business, constant currency organic growth, a non-IFRS metric, is not applicable to this business and
therefore this represents organic growth, a non-IFRS metric; refer to “Key performance indicators and non-IFRS financial metrics” for further information.

1

2
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Integrated Health Solutions
The IHS business delivers a care model which includes a clinical model through employee and family assistance programs
(“EFAP”), a digital model delivered through its LifeWorks Total Wellbeing platform, LifeWorks iCBT guided services, absence and
disability management solutions, and workers’ compensation programs. This business now represents the former IHS and former
HPS lines of business under the same leadership team.
2022 first quarter revenue performance for the IHS business is summarized below:
(in thousands of Canadian dollars, except where noted)

Mental health and wellbeing
Absence management

Q1, 2021

$ 95,193

$ 90,602

10,432

11,088

Safety groups and workers’ compensation

8,814

9,805

Fee for service and other

Total Integrated Health Solutions

(1)

Q1, 2022

10,983

15,529

$ 127,069

$ 125,377

Organic growth (1)

(0.1%)

12.0%

Constant currency organic growth (1)

(0.1%)

13.4%

Variance

5.1%

6.3%

11.2%

(29.3%)
1.3%

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.

First quarter revenue performance by region for the IHS business is summarized below:

Q1, 2022
$17,360 International
(+17.2%)

$24,728 U.S.
(+2.4%)
$84,981 Canada
(–1.6%)

Q1 2022 revenues of $127.1 million represent modest growth of 1.3% as compared to Q1 2021. Growth in mental health and
wellbeing revenues was driven by new business as well as the Breaking Free and Ascender acquisitions. Absence management
and safety groups and training experienced growth of 6.3% and 11.2% respectively, due to higher case volumes and an increase
in assessable earnings as compared to the prior year. Decline in other revenues was largely due to higher prior year fee for
service revenues driven by pent-up demand from the pandemic.
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Administrative Solutions
The Administrative Solutions business provides employees and their organizations with access to a comprehensive range of userfriendly, technology-intensive solutions and strategies for pension and benefit administration programs covering enterprises of
all sizes across multiple sectors and diverse workforce populations. Leveraging the industry-leading Ariel software platform, the
solutions offered to clients span complete software installations, full outsourcing and hybrid configurations.
2022 first quarter revenue for the AS business is summarized below:
(in thousands of Canadian dollars, except where noted)

Q1, 2022

Q1, 2021

Pension administration

$ 61,005

$ 60,837

Total Administrative Solutions revenue

$ 100,220

$ 100,073

Organic growth (1)

0.1%

2.1%

Constant currency organic growth (1)

0.2%

6.1%

Health and welfare

(1)

39,215

39,236

Variance

0.3%

(0.1%)
0.1%

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.

2022 first quarter revenue performance by region for the AS business is summarized below:

Q1, 2022

$34,653 Canada
(+0.4%)
$65,567 U.S.
(+0.02%)

Reported revenue for the first quarter of 2022 of $100.2 million was on par with the comparative period. Fewer new mandates
impeded growth versus the prior year while increased change orders from both the pension administration and health and
welfare businesses’ existing clients partially offset the impact of these delays.

10
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Retirement and Financial Solutions
Retirement and Financial Solutions (“RFS”) is a Canadian business that leverages the deep financial, pension, actuarial,
regulatory and investment expertise of the Company. Its principal focus is helping organizations design, build and operate
sustainable retirement, savings and financial programs that improve the financial wellbeing of their people while managing costs
and risks and improving organizational resiliency.
2022 first quarter revenue performance for the RFS business is summarized below:
(in thousands of Canadian dollars, except where noted)

Total Retirement and Financial Solutions revenue
Organic growth (1) (2)

Q1, 2022

Q1, 2021

Variance

$ 31,613

$ 31,442

0.5%

1.3%

7.0%

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.
(2)
	As RFS is a Canadian business, constant currency organic growth, a non-IFRS metric, is not applicable to this business; refer to “Key performance indicators
and non-IFRS financial metrics” for further information.
(1)

2022 first quarter organic growth of 1.3% was driven by strong performance in the defined contribution solutions and
compensation practices, partially offset by a decline in investment services due to one-time 2021 mandates not yet replaced.

Operating expenses, profit, EBITDA and adjusted EBITDA
(In thousands of Canadian dollars)

Salaries, benefits and contractor expenses
Other operating expenses
Finance costs

Depreciation and amortization

Q1, 2021

$ 175,861

$ 176,862

(0.6%)

5,725

5,933

(3.5%)

35,681

33,607

24,749

27,217

3,746

3,862

Profit for the period

$ 14,055

$ 10,175

EBITDA(1)

$ 48,430

$ 47,347

Share of income of joint ventures
Income taxes expense

Adjusted EBITDA(1)

(1)

Q1, 2022

(776)

48,430

(516)

52,765

Variance

6.2%

(9.1%)

50.4%

(3.0%)

38.1%
2.3%

(8.2%)

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.

Salaries, benefits and contractor expenses
Salaries, benefits and contractor expenses of $175.9 million are in line with 2021 reported expenditures of $176.9 million as the
Company made progress on its plan to hire more staff counsellors and generate cost efficiencies in the quarter.

Other operating expenses
Other operating expenses increased by $2.1 million, or 6.2% compared to the same period in 2021. Q1 2021 other operating
expenses included expenses associated with the implementation of the Company’s ERP system. The unfavourability in other
operating expenses was driven by higher cloud software costs in the quarter.
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Finance costs
Finance costs of $5.7 million are in line with the first quarter of 2021.

Depreciation and amortization
Depreciation and amortization decreased by $2.5 million primarily due to lower capital assets versus March 31, 2021 and the
inclusion of accelerated amortization of right-of-use assets in the comparative period.

Income taxes
Income tax expense was in line with prior year at $3.7 million compared to $3.9 million for the same period in 2020. Given the
increase in profit, the decline was primarily due to higher net income in the period taxed at lower foreign rates.

Profit, EBITDA, adjusted EBITDA and adjusted EBITDA margin

Profit

Adjusted EBITDA margin1

$14,055 Q1, 2022

$10,175 Q1, 2021

18.7% Q1, 2022

20.5% Q1, 2021

Profit for the period
As a result of the changes noted above, profit for the three months ended March 31, 2022 increased by $3.9 million to
$14.1 million compared to a profit of $10.2 million in the prior year.

EBITDA, adjusted EBITDA and adjusted EBITDA margin1
EBITDA increased by $1.1 million to $48.4 million compared to $47.3 million for the same period in 2021.

Adjustments to reconcile EBITDA to adjusted EBITDA
There are no adjustments included in the first quarter of 2022. Below is a description of the adjustment included in the first
quarter of 2021:
•

ERP implementation costs of $5.4 million are recognized within other operating expenses on the consolidated statements
of income and represent costs incurred by the Company to implement a new comprehensive cloud-based software system
for enterprise planning, finance, human capital management, analytics and business management processes. The new
solution will help with the Company’s growth, realize efficiencies, streamline the integration of acquisitions and eliminate
redundancies.

Adjusted EBITDA decreased by $4.4 million versus the comparative period in 2021, due to higher cloud software costs in the
current period. As a result, adjusted EBITDA margin decreased by 180 basis points from 20.5% to 18.7%.

1

12
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Liquidity and capital resources
Cash flows
The following table provides an overview of selected consolidated cash flow information for the periods indicated:
(in thousands of Canadian dollars)

Cash provided by (used in):
Operating activities

Financing activities

Q1, 2022

Q1, 2021

$ 23,753

$ 57,825

16,461

Investing activities

(Decrease)/Increase in cash
Free cash flow(1)

Normalized free cash flow(1)

(1)

(43,961)
$

(3,747)
6,563

26,187

(16,945)

(30,795)

Variance

(58.9%)

197.1%

(42.8%)

$ 10,085

(137.2%)

36,604

(82.1%)

26,285

(0.4%)

	These items are non-IFRS metrics. They are key performance indicators and should not be considered substitutes or alternatives for IFRS metrics. Refer to
“Key performance indicators and non-IFRS financial metrics” for further details.

Cash provided by operating activities for the three months ended March 31, 2022 decreased by $34.0 million to $23.8 million
compared to $57.8 million in 2021. The decrease was primarily due to unfavourable movement in working capital of $33.1 million
compared to reported working capital movement in the first quarter of 2021, largely driven by trade and other payables and
trade and other receivables accounts versus account movement in the comparative period.
Cash provided by financing activities for the three months ended March 31, 2022 increased by $33.4 million compared to 2021.
The increase is primarily due to a draw on the revolving loan of $35.0 million largely related to funding the Breaking Free
Group acquisition.
Cash used in investing activities increased by $13.2 million compared to the same period in 2021. The increase in cash used
was primarily due to increased business acquisitions and related expenditures of $17.4 million, partially offset by lower capital
expenditures of $4.1 million.
Free cash flow activities for the three months ended March 31, 2022 decreased by $30.0 million compared to 2021. These
decreases were primarily due to lower cash from operations driven by unfavourable changes in working capital of $33.1 million.
Normalized free cash flow of $26.2 million for the three months ended March 31, 2022 was on par with the $26.3 million reported
in the comparative period.
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Equity and capital
Outstanding share data
The Company is authorized to issue an unlimited number of common shares and 10 million preferred shares. Each common share
entitles the holder to one vote at all meetings of shareholders, to receive dividends if, as and when declared by the Board of
Directors, and to receive pro rata the remaining property and assets of the Company upon its dissolution or winding-up, subject
to the rights of shares having priority over the common shares. As at May 2, 2022, LifeWorks had 69,383,084 common shares
and nil preferred shares outstanding. The number of long-term incentive plan (“LTIP”) units, including those that remain unvested,
that are outstanding and may be converted to common shares is approximately 1,500,000.

Dividends to shareholders
Monthly dividends were declared for shareholders of record on the last business day of each month and were paid on
approximately the 15th day of the following month. Monthly dividends were $0.065 per share each month for the quarter.
The Company continued to declare the same monthly dividend amount in April 2022.
Dividends declared for the past eight quarters are summarized below:
(In thousands of Canadian dollars)
14,000

$13,516 Q1, 2022

13,000

12,000

11,000

10,000
Jun 30
2020

Sep 30
2020

Dec 31
2020

Mar 31
2021

Jun 30
2021

Sep 30
2021

Dec 31
2021

Mar 31
2022

The Company considers the amount of cash generated by the business in determining the amount of dividends to pay to
shareholders. Profit or loss is generally not considered in setting the level of dividends as this is not reflective of the level of
cash flow generated.

Capital expenditures
(In thousands of Canadian dollars)

Q1, 2022

Q1, 2021

Additions to intangible assets

$ 14,037

$ 12,059
9,162

(65.6%)

Total

$ 17,190

$ 21,221

(19.0%)

Additions to capital assets

3,153

Variance

16.4%

Capital expenditures typically include information technology hardware and software (externally and internally developed),
leasehold improvements and office furniture. Additional capital expenditure requirements may result from significant business
expansion. Capital expenditures for the three months ended March 31, 2022 decreased by $4.1 million compared to 2021.
Decreased capital expenditures versus the comparative period were primarily attributable to a reduction in costs incurred
related to leasehold improvements of $6.0 million partially offset by increased spending on intangible assets of $1.9 million.
14
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Contractual obligations
The Company manages and continually monitors its commitments and contractual obligations to ensure that these can be met
with funding provided by operations and capital resources available.

Commitments
The Company leases office space and selected equipment under lease agreements as well as software licenses, with terms
ranging from one to 15 years. The Company also has debt obligations under its Credit Facility Agreement (refer to “Debt
obligations” for further details).
The Company is a party to various subleases to which it would be liable for rental payments in the case of a default by the
subtenants. The minimum payments and the aggregate sublease income related to these premises have been presented on a net
basis below for the purpose of the Commitments disclosure. A summary of contractual obligations, which outlines the year the
payments are due, is as follows:
(In thousands of
Canadian dollars)

Debt obligations(1)

Guaranteed future
consideration related
to acquisitions

Leases (net) and
software licenses
Total
(1)

2024

2022

2023

$ 488,872

$ 100,000

$ 388,872

4,060

936

3,124

–

–

–

–

164,305

21,166

23,105

16,387

11,578

11,129

80,940

$ 657,237

$ 122,102

$ 415,101

$ 16,387

$ 11,578

11,129

$ 80,940

$

–

2025

2027 and
thereafter

Total

$

–

2026

$

$

–

$

–

	Comprised of short-term debt of $100,000 and long-term debt of $388,872, net of debt issuance costs of $952

Future consideration related to acquisitions
Future consideration related to acquisitions includes a holdback portion, which has been included in the Commitments table
above, and amounts that are contingent on future business results. The total undiscounted future consideration remaining to
be paid was $4.6 million, due through 2023, of which $0.9 million, due in 2022, and $3.1 million, due in 2023, are guaranteed
payments. Contingent future instalments have been recognized as future consideration related to acquisitions on the statement
of financial position at their estimated discounted values as at March 31, 2022.
The Company has no material contractual obligations and no off-balance sheet financing arrangements other than those
described in this MD&A.

Capital resources
The following table provides an overview of the Company’s capital resources:

(In thousands of Canadian dollars)

As at
March 31, 2022

Cash, net of bank indebtedness (bank indebtedness, net of cash)(1)

$

Debt, net of debt issuance costs(2)

Shareholders’ equity
(1)
(2)

12,506

487,920

580,465

As at
December 31, 2021

$

16,253

452,686
585,955

Comprised of cash of $18,658 (2021: $18,263) net of bank indebtedness of $6,152 (2021: $2,010)
Comprised of short-term debt of $99,990 (2021: $99,960) and long-term debt of $387,930 (2021: $352,726)

Cash, net of bank indebtedness
Cash, net of bank indebtedness, decreased by $3.8 million to $12.5 million as at March 31, 2022 compared to $16.3 million
as at December 31, 2021, largely due to increased cash used in investing activities during the quarter.
LifeWorks Inc. | Report to shareholders Q1, 2022

15

Management’s discussion and analysis

Debt obligations
The Company’s debt obligations, net of debt issuance costs, increased by $35.2 million from $452.7 million as at December 31,
2021 to $487.9 million as at March 31, 2022.
As at March 31, 2022, the Company had a revolving facility of $600.0 million (including a swing line of $14.0 million), which
matures on July 27, 2023, and a $100.0 million term loan. On April 6, 2022, the Company extended the maturity date of the term
loan facility from April 14, 2022 to July 27, 2022 to align the calendar date with the Credit Facility.
Borrowings under the Credit Facility Agreement bear interest at CDOR or Canadian Prime plus a specified margin for borrowings
in Canadian dollars. Borrowings in US dollars under the Credit Facility Agreement bear interest at US Base Rate or LIBOR plus
a specified margin. The specified margin may vary up or down depending on the ratio of the Company’s consolidated debt to
Adjusted EBITDA, as defined in the Credit Facility Agreement. The Credit Facility Agreement is secured by a general assignment
of all the assets of the Company and requires the Company to maintain, on a consolidated basis, a debt to Adjusted EBITDA
financial covenant of not more than 4.0:1.0 and an EBITDA to interest expense ratio of not less than 2.0:1.0.
As at March 31, 2022, the Company had borrowed $100.0 million (December 31, 2021 – $100.0 million) under the term loan,
$277.7 million (December 31, 2021 – $267.7 million) and $111.2 million (US$89.0 million) (December 31, 2021 – $86.2 million;
US$68.0 million) under the revolving facility, and utilized $5.1 million under the swing line (December 31, 2021 – $nil utilized).
As at March 31, 2022, the Company complied with all of the required financial covenants of the Credit Facility Agreement.

Selected statement of financial position data
The following graphs provide an overview of selected statement of financial position data:

Assets (In thousands of Canadian dollars)

• as at March 31, 2022
• as at December 31, 2021

Current

$299,251
$275,183
Non-current

$1,201,845
$1,184,148

Liabilities (In thousands of Canadian dollars)

• as at March 31, 2022
• as at December 31, 2021

Current

$309,456
$294,015
Non-current

$611,175
$579,361
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Current assets
Current assets as at March 31, 2022 increased by $24.1 million to $299.3 million from $275.2 million as at December 31, 2021.
This increase was primarily driven by an $18.0 million increase in trade and other receivables and unbilled fees due to timing
differences between invoicing and cash collections, as well as a $3.1 million increase in prepaid and other.

Non-current assets
Non-current assets as at March 31, 2022 increased by $17.7 million to $1,201.8 million from $1,184.1 million as at December 31,
2021. This increase was primarily due to a $16.9 million increase to goodwill versus the comparative period. This increase in
goodwill was driven by a $21.1 million addition attributable to the acquisition of Breaking Free Group, a leading provider of
digital substance use disorder treatment in the United Kingdom.

Current liabilities
Current liabilities as at March 31, 2022 increased by $15.5 million to $309.5 million from $294.0 million as at December 31, 2021.
The current portion of deferred revenue increased by $5.3 million due to invoicing in excess of revenue recognition, bank
indebtedness increased by $4.2 million, income tax payable increased by $4.6 million and trade and other payables increased
by $3.8 million. These increases were partially offset by a $2.0 million reduction in provisions.

Non-current liabilities
Non-current liabilities as at March 31, 2022 increased by $31.8 million to $611.2 million from $579.4 million as at December 31,
2021. This increase was primarily driven by a $35.2 million increase to long-term debt.
As a result of the changes in current assets and current liabilities discussed above, working capital1 (excluding short-term debt)
increased by $8.7 million from $81.1 million as at December 31, 2021 to $89.8 million as at March 31, 2022.

Critical accounting estimates
In our annual financial statements and our MD&A for the year ended December 31, 2021, we have identified the accounting
estimates that are critical to understanding our business operations and our results of operations.
These estimates are reviewed periodically and, as adjustments become necessary, they are reported in profit or loss in the
periods in which they become known. Accordingly, actual results could differ from these estimates. The future impact of
COVID-19 uncertainties could generate, in future reporting periods, a significant risk of material adjustment to the reported
amounts of assets, liabilities, revenue and expenses in the interim financial statements. Examples of accounting estimates
and judgments that may be impacted by the COVID-19 pandemic include: revenue recognition, impairment of goodwill and
intangible assets, allowance for expected credit losses, corporate income taxes, provisions and contingent consideration
payable related to acquisitions.

1

Working capital is comprised of current assets of $299,251 (2021: $275,183) and current liabilities excluding short-term debt of $209,466 (2021: $194,055).
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The interim financial statements have been prepared using critical accounting estimates and assumptions consistent with those
applied in the audited annual financial statements, except for the following changes in accounting policies:
(a) Onerous contracts – Cost of Fulfilling a Contract:
The amendments to IAS 37 specify which costs an entity includes in determining the cost of fulfilling a contract for the
purpose of assessing whether the contract is onerous. The amendments apply to annual reporting periods beginning on
or after January 1, 2022, to contracts existing at the date when the amendments are first applied. At the date of initial
application, the cumulative effect of applying the amendments is recognized as an opening balance adjustment to retained
earnings or other components of equity, as appropriate. The comparatives are not restated. The Company adopted this
amendment, which did not have a material impact on the Company’s interim financial statements, on January 1, 2022.

Risks and uncertainties
The results of operations, business prospects and financial considerations of LifeWorks remain subject to a number of risks
and uncertainties and are affected by a number of factors outside of our control. For more information about our risks and
uncertainties, please refer to our MD&A for the year ended December 31, 2021. The risks and uncertainties remain substantially
unchanged from those previously disclosed.

Summary of quarterly results
Selected unaudited consolidated financial information:
Quarter ended
(In thousands of Canadian dollars,
except per share amounts)

Revenue

Profit (loss) for the period

Earnings (loss) per share
(basic)

Mar 31,
2022

$ 259,041

14,055

Earnings (loss) per share
(diluted)

(1)
(2)
(3)

18

Dec 31,
2021 (1)

$ 258,379

(1,433)

Sep 30,
2021

$ 246,097
7,980

Jun 30,
2021 (2)

$ 257,734

(40,807)

Mar 31,
2021

Dec 31,
2020

$ 257,140

$ 249,644

10,175

$ 240,300

(2,069)

Jun 30,
2020

$ 246,175
8,258

0.20

(0.02)

0.11

(0.58)

0.15

0.15

(0.03)

0.12

0.20

(0.02)

0.11

(0.58)

0.14

0.15

(0.03)

0.12

December 31, 2021 results included $11.6 million of restructuring and other expenses.
June 30, 2021 results included $70.0 million of amortization expense related to the Shepell trade name.
September 30, 2020 results included a sublease loss of $10.3 million.
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Disclosure controls and procedures
Disclosure controls and procedures have been designed to provide reasonable assurance that all relevant information is
identified to our Disclosure Committee to ensure that appropriate and timely decisions are made regarding public disclosure in
accordance with applicable securities laws.
The Chief Executive Officer and the Chief Financial Officer have concluded that the disclosure controls and procedures are
appropriately designed and effective as at March 31, 2022.

Internal control over financial reporting
Management is responsible for designing internal controls over financial reporting to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes, in accordance with IFRS.
In designing these controls, Management used the Internal Control – Integrated Framework (COSO 2013 Framework) published
by the Committee of Sponsoring Organizations of the Treadway Commission.
The Chief Executive Officer and the Chief Financial Officer have concluded that the internal controls over financial reporting are
appropriately designed as at March 31, 2022. No changes were made to our internal controls over financial reporting during the
quarter ended March 31, 2022 that have materially affected, or are reasonably likely to materially affect, our internal controls
over financial reporting.

Key performance indicators and non-IFRS
financial metrics
The Company uses the following key performance indicators and related non-IFRS financial metrics. These are reviewed
regularly by Management and the Board in assessing performance and making decisions regarding the ongoing operations
of the business and its ability to generate cash flows. These are not recognized measures and do not have standard meanings
under IFRS, which may impact comparability to other companies.
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Key performance indicators
“Organic growth” is defined as revenue growth, excluding Other revenue, adjusted for the impact of acquisitions, divestitures
and other non-recurring changes.
“Tech enabled recurring revenue” consists of the Integrated Health Solutions retainer and platform business, iCBT, and ongoing
system-based Health and Welfare offerings within Administrative Solutions.
These metrics are used by Management to assess revenue growth and drive strategic decision-making, and Management
believes these metrics provide stakeholders with better insights into the fundamentals of the business. Organic growth provides
useful information in evaluating the results of the business as they exclude items that are not representative of ongoing
performance or that Management believes impact comparability with the prior year. Tech enabled recurring revenue is also
a key metric that demonstrates the Company’s ability to drive growth from its technology-enabled wellbeing solutions.

Non-IFRS financial metrics
Non-IFRS financial measures
“EBITDA” is defined as profit or loss before finance costs, income taxes, depreciation and amortization.
“Adjusted EBITDA” is defined as EBITDA before adjusted items, which do not constitute a part of the Company’s ongoing
operating expenses.
“Adjusted EBITDA per share” is defined as adjusted EBITDA divided by the weighted average number of common shares
outstanding during the period.
EBITDA and adjusted EBITDA are intended to indicate LifeWorks’ capacity to generate profit from operations before taking into
account Management’s financing decisions and costs of consuming intangible and tangible capital assets, which vary according
to their vintage and Management’s estimate of their useful life. Management believes both EBITDA and adjusted EBITDA are
useful measures in evaluating its performance and these measures are utilized to monitor compliance with debt covenants.
“Free cash flow” is defined as cash provided by operating activities adjusted for capital expenditures. Capital expenditures in
the free cash flow calculation include additions to capital assets and intangible assets but exclude additions to capital assets and
intangible assets acquired through business acquisitions, and are presented net of disposals.
“Normalized free cash flow” is defined as cash provided by operating activities, adjusted for changes in operating working
capital, capital expenditures and certain unusual expenditures. “Adjustments to free cash flow” for the purpose of calculating
normalized free cash flow include adjusted items and cash payments made related to EBITDA adjustments.
The Company believes that free cash flow and normalized free cash flow are useful supplemental measures of LifeWorks’ ability
to generate cash after deducting capital expenditures required to maintain or expand the business.
The table on the following page reconciles the non-IFRS financial metrics used to the related IFRS metrics.
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Selected unaudited consolidated financial information
Three months ended March 31
(in thousands of Canadian dollars, except per share amounts)

Revenue

2022

$

Deduct/(Add):

Salaries, benefits and contractor expenses
Other operating expenses

Finance costs

24,749

27,217

33,607

5,933

(516)

3,862

3,746
$

Add:

Finance costs

14,055

$

Depreciation, amortization and income taxes on share of income of joint ventures

24,749

27,217

3,746

3,862

160

155

Income taxes

$

Add adjustments:

ERP implementation costs

48,430

$

EBITDA margin

48,430

$

20.5%

18.7%

Cash provided by operating activities

57,825

23,753

Deduct: capital expenditures
Free cash flow
Add (deduct):

Change in operating working capital
Adjustments to free cash flow

(17,190)

(21,221)

6,563

36,604

17,169

(15,898)

26,187

26,285

5,579

2,455

Normalized Free Cash Flow

52,765
18.4%

18.7%

Adjusted EBITDA margin

47,347
5,418

–
$

10,175
5,933

5,725

Depreciation and amortization

Adjusted EBITDA

176,862

(776)

Income taxes

257,140

175,861

5,725

Share of income of joint ventures

EBITDA

$

35,681

Depreciation and amortization

Profit for the period

259,041

2021

Earnings per share (basic)

$

0.20

$

EBITDA per share (basic)

$

0.69

$

0.68

$

13,413

Earnings per share (diluted)
Adjusted EBITDA per share (basic)
Dividends declared

$
$
$

0.20
0.69

13,516

$
$

0.15

0.14

0.75
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Non-IFRS ratios
“EBITDA margin” represents EBITDA as a percentage of revenue, and “adjusted EBITDA margin” represents adjusted EBITDA as
a percentage of revenue. EBITDA margin and adjusted EBITDA margin are intended to indicate LifeWorks’ capacity to generate
profit from operations before taking into account Management’s financing decisions and costs of consuming intangible and
tangible capital assets, which vary according to their vintage and Management’s estimate of their useful life. Management
believes both EBITDA margin and adjusted EBITDA margin are useful measures in evaluating its performance and these measures
are utilized to monitor compliance with debt covenants.
“Constant currency organic growth” represents organic growth (see “Key performance indicators” above) before foreign
currency translation impacts, which are calculated by translating current period results in local currency using the conversion
rates from the comparative period. The Company believes that it is helpful to adjust revenue to exclude the impact of currency
fluctuations to facilitate period-over-period comparisons of organic business performance and that this measure is useful to
investors for the same reason.
The following table reconciles the non-IFRS financial metric used to the related IFRS metric:
(In thousands of Canadian dollars)

Reported revenue

Impact of acquisitions(1)

Impact of FX and other(2)

Constant currency organic growth
(1)
(2)

Reported revenue

Impact of acquisitions(3)

Impact of FX and other(4)
Constant currency organic growth

(4)

Q1, 2021

Variance

$ 259,041

$ 257,140

0.7%

(2,806)
17

(344)

(824)

$ 256,252

$ 255,972

0.1%

Q1, 2021

Q1, 2020

Variance

$ 257,140

$ 243,048

5.8%

5,506

–

Adjustments related to: IHS $2.8M 2022, $(0.1M) 2021; RFS $(0.2M) 2021.
FX and other impacts related to: IHS $4.7K 2022, $0.8M 2021; AS $12.1K 2022.
(In thousands of Canadian dollars)

(3)

Q1, 2022

(1,232)

$ 261,414

(4,445)

$ 238,603

9.6%

Adjustments related to: IHS $1.2M 2021, $(4.0M) 2020; RFS $(0.1M) 2020; Other $(0.3M) 2020.
FX and other impacts related to: IHS: $1.5M 2022; AS $4.0M 2022.

Additional information
LifeWorks shares currently trade on the Toronto Stock Exchange under the symbol LWRK. Additional information relating to
us, including all public filings and our Annual Information Form, is available on the SEDAR website (sedar.com) and on our own
website at lifeworks.com.
This MD&A is dated as of May 2, 2022, and reflects all material events up to May 2, 2022.
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Unaudited condensed consolidated interim statements of
financial position
As at March 31, 2022 and December 31, 2021

(in thousands of Canadian dollars)

March 31, 2022

December 31, 2021

Assets
Current assets:

Cash (note 10)

Trade and other receivables

$

Unbilled fees

Cash and investments held in trust
Interest rate swaps (note 6)

Capital assets

Intangible assets (note 4)

Interest rate swaps (note 6)
Goodwill (note 4)

Joint ventures and other investments
Total non-current assets
Total assets

13,569

15,863

15,953
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275,183

299,251
$

60,383

639

142,032

$

60,985
918

146,478

378,012

373,599

610,043

593,141

1,201,845

1,184,148

$ 1,501,096

$ 1,459,331

725

10,011

See accompanying notes to the unaudited condensed consolidated interim financial statements.
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13,425

712

Total current assets

Finance lease receivables

1,584

16,734

15,846

Deferred implementation costs

18,263

121,121
91,062

1,321

Prepaid expenses and other

Deferred implementation costs

$

95,253

Finance lease receivables

Non-current assets:

18,658

134,864

388

8,639

Consolidated financial statements

Unaudited condensed consolidated interim statements of
financial position (continued)
As at March 31, 2022 and December 31, 2021

(in thousands of Canadian dollars)

March 31, 2022

December 31, 2021

Liabilities and equity
Current liabilities:

Bank indebtedness (note 10)
Dividends payable

Trade and other payables
Deferred revenue

Short-term debt (note 5)

Insurance premium liabilities

Interest rate and total return swaps (note 6)

Future consideration related to acquisitions (note 6)

$

6,152

4,505

$

2,010

4,505

105,394

101,606

99,990

99,960

27,210

21,946

15,846

13,425

1,359

1,824

2,377

3,978

Provisions

13,541

15,465

Lease liabilities

21,965

22,784

309,456

294,015

Income taxes payable

Total current liabilities
Non-current liabilities:
Deferred revenue

Long-term debt (note 5)

Interest rate and total return swaps (note 6)

11,117

18,404

Deferred tax liability
Lease liabilities

Total non-current liabilities
Equity:

Share capital

Contributed surplus

Accumulated other comprehensive loss
Deficit

Total equity
Total liabilities and equity

20,181

387,930

352,726

2,345

295

1,343

Future consideration related to acquisitions (note 4, 6)
Provisions

6,512

4,895

94,754

628

4,981

95,338

101,504

105,212

611,175

579,361

930,522

930,522

25,085

(16,799)

24,197

(9,882)

(358,343)

(358,882)

580,465

585,955

$ 1,501,096

$ 1,459,331

See accompanying notes to the unaudited condensed consolidated interim financial statements.
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Unaudited condensed consolidated interim statements of
income and comprehensive income
For the three months ended March 31, 2022 and 2021

(in thousands of Canadian dollars, except per share amounts)

Operating revenue (note 11)

2022

$

Operating expenses:

Salaries, benefits and contractors
Other operating expenses

259,041

2021

$

175,861

176,862

24,749

27,217

33,607

35,681

Depreciation, amortization and impairment
Total operating expenses

236,291

237,686

5,725

5,933

17,801

14,037

Finance costs

Share of income of joint ventures

(516)

(776)

Profit before income taxes
Income taxes:
Current

4,878

6,797

Deferred

(3,051)

(1,016)

3,746

3,862

14,055

10,175

Total income tax expense
Profit for the period

257,140

Other comprehensive income (loss):

Items that may be reclassified subsequently to profit:

Effective portion of change in total return swaps and interest rate swaps (note 6)
Income taxes on the above items

Actuarial gain on post-employment benefit plans
Income taxes on the above items

Basic

Diluted
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(6,957)

(3,263)

(327)

54

16

40

12

(4)

(3,251)

(6,917)
$

7,138

$

$

0.20

$

$

See accompanying notes to the unaudited condensed consolidated interim financial statements.
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(4,139)

(14)

Other comprehensive loss, net of tax effect

Earnings per share (note 8):

(8,570)

(583)

Items that will not be reclassified to profit:

Comprehensive income for the period

1,203

2,196

Foreign currency translation differences for foreign operations

0.20

$

6,924
0.15

0.14

Consolidated financial statements

Unaudited condensed consolidated interim statements of
changes in equity
For the three months ended March 31, 2022 and 2021

2022

Share
capital

(in thousands of Canadian dollars)

Balance, January 1, 2022

$ 930,522

Contributed
surplus

$

24,197

Deficit

$ (358,882)

Long-term incentive plan – issuance

–

888

Dividends (note 7)

–

–

(13,516)

25,085

$ (358,343)

Profit for the period

–

Other comprehensive loss
Balance, March 31, 2022

–
$ 930,522

2021

Share
capital

(in thousands of Canadian dollars)

Balance, January 1, 2021

–

$

922,189

–
$

Contributed
surplus

$

25,481

–

–

–

(13,413)

27,296

$ (284,224)

Other comprehensive loss
Balance, March 31, 2021

–
$

922,189

–
$

–

(6,917)
$

(16,799)

Accumulated
other
comprehensive
loss

$ (280,986)

Dividends (note 7)

–

–

Deficit

1,815

(9,882)
–

–

–
–

$

14,055

Long-term incentive plan – issuance
Profit for the period

Accumulated
other
comprehensive
loss

$

–

(9,977)
–

10,175

–
–

–

(3,251)
$

(13,228)

Total
equity

$ 585,955
888

14,055

(13,516)
(6,917)

$ 580,465

Total
equity

$ 656,707
1,815

10,175

(13,413)
(3,251)

$ 652,033

See accompanying notes to the unaudited condensed consolidated interim financial statements.
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Unaudited condensed consolidated interim statements of
cash flows
For the three months ended March 31, 2022 and 2021

Three months ended
(in thousands of Canadian dollars)

March 31, 2022

March 31, 2021

$

$

Operating activities
Profit for the period

Items not involving cash:

Depreciation, amortization and impairment

14,055

5,933

5,725

Phantom stock option plan and long-term incentive plan expense

1,997

1,927

Income taxes expense

3,862

3,746

Change in provisions

130

(2,010)

Share of income of joint ventures

(517)

(776)

Other

119

464

48,916

47,880

Change in operating working capital (note 10)

Finance costs paid

(17,169)

15,898

30,711

64,814

(4,813)

(5,457)

Income taxes paid

(2,176)

(1,501)

Cash provided by operating activities

57,825

23,753

Financing activities:

Change in revolving credit facility (note 5)

35,004

Dividends paid

(13,516)

(13,413)

Cash used in financing activities

16,461

(16,945)

(26,147)

(9,840)

Principal payment of lease liabilities

201

(3,733)

(5,027)

Investing activities:

Business acquisitions, net of cash acquired (note 4)

Deferred and contingent acquisition payments

(71)

(1,154)

Principal payment received from finance leases

337

530

Additions to intangible assets

(14,037)

(12,059)

Cash used in investing activities

(43,961)

(30,795)

(Decrease) increase in cash for the period

(3,747)

10,085

Cash, net of bank indebtedness, (bank indebtedness, net of cash)
beginning of period

16,253

(4,048)

Additions to capital assets

Cash, net of bank indebtedness, end of period (note 10)
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(9,162)

(3,153)

$

12,506

See accompanying notes to the unaudited condensed consolidated interim financial statements.
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27,217

24,749

Finance costs

10,175

$

6,037

Notes to unaudited
condensed consolidated
interim financial statements
For the three months ended March 31, 2022 and 2021
(In thousands of Canadian dollars)
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For the three months ended March 31, 2022 and 2021
(In thousands of Canadian dollars)

1. Organization and nature of the business:
LifeWorks Inc. (“LifeWorks”) was incorporated pursuant to the laws of the Province of Ontario on October 19, 2010 under the
name Morneau Shepell Inc. and completed a name change to LifeWorks Inc. on May 17, 2021.
LifeWorks, its subsidiaries and joint ventures (collectively, the “Company”) is a world leader in providing digital and in-person
solutions that support the total wellbeing of individuals. The Company delivers a personalized continuum of care that helps
clients improve the lives of their people and by doing so, improve their business. The Company’s principal and head office is
located at 895 Don Mills Road, Suite 700, Toronto, Ontario, M3C 1W3. The Company offers its services to organizations located
in Canada, the United States and internationally.
References herein to the Company represent the financial position, results of operations, cash flows and disclosures of
LifeWorks Inc. and its subsidiaries on a consolidated basis.
These unaudited condensed consolidated interim financial statements (“interim financial statements”) were approved by the
Company’s Board of Directors on May 2, 2022.

2. Basis of preparation:
These interim financial statements for the three months ended March 31, 2022 and 2021 have been prepared in accordance
with International Accounting Standard 34 Interim Financial Reporting, as issued by the International Accounting Standards
Board (“IASB”).
These interim financial statements do not include all of the disclosures required by International Financial Reporting Standards
(“IFRS”) for annual consolidated financial statements and accordingly should be read in conjunction with the Company’s audited
consolidated financial statements for the year ended December 31, 2021 (“annual financial statements”) prepared in accordance
with IFRS as issued by the IASB. Certain comparative figures have been reclassified to conform with the current presentation.
The preparation of the interim financial statements requires Management to make judgments, estimates and assumptions
that affect the application of accounting policies and reported assets, liabilities, revenue and expenses, consistent with those
described in the Company’s annual financial statements and as described in these interim financial statements. Estimates and
underlying assumptions are reviewed on an ongoing basis. Estimates are based on historical experience and other assumptions
that are considered reasonable in the circumstances. The actual amount or values may vary in certain instances from the
assumptions and estimates made. Changes will be recorded, with the corresponding effect on profit or loss, when, and if,
better information is obtained. The impact of uncertainties around the outbreak of the novel coronavirus and variants thereof
(“COVID-19”) pandemic could generate, in future reporting periods, a significant risk of material adjustment to the reported
amounts of assets, liabilities, revenue and expenses in the interim financial statements. Examples of accounting estimates
and judgments that may be impacted by the COVID-19 pandemic include: revenue recognition, impairment of goodwill and
intangible assets, allowance for expected credit losses, corporate income taxes, provisions and contingent consideration
payable related to acquisitions.
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3. Significant accounting policies:
The accounting policies applied by the Company in these interim financial statements are consistent with those applied by the
Company in its annual financial statements, except for the following changes in accounting policies:

IAS 37 Onerous Contracts – Cost of Fulfilling a Contract Modified
The amendments to IAS 37 specify which costs an entity includes in determining the cost of fulfilling a contract for the purpose
of assessing whether the contract is onerous. The amendments apply for annual reporting periods beginning on or after
January 1, 2022, to contracts existing at the date when the amendments are first applied. At the date of initial application,
the cumulative effect of applying the amendments is recognized as an opening balance adjustment to retained earnings or
other components of equity, as appropriate. The comparatives are not restated. The Company adopted this amendment on
January 1, 2022, which did not have a material impact on the Company’s interim financial statements.

4. Business acquisitions:
a)

Breaking Free Group
On January 24, 2022, the Company completed the acquisition of all of the issued and outstanding shares of Breaking Free
Group (“BFG”), a leading provider of digital substance use disorder treatment in the United Kingdom. Preliminary details of
the purchase consideration, the net assets acquired, and goodwill are as follows:
Amounts paid on closing

Future consideration, discounted

$

27,807

2,773

The acquisition has been accounted for using the acquisition method of accounting. The following allocation of the purchase
price for this acquisition is preliminary as the Company is gathering additional information to finalize the assessment of
acquired assets and assumed liabilities:
Cash

Working capital

$

Intangible assets

12,208

Deferred tax liability

(2,845)

Net identified assets acquired

$

Net assets acquired

$

Add: goodwill

1,660

(1,591)

9,432

21,148
30,580

Revenue and net income since the date of acquisition are not material to the consolidated financial statements.
The goodwill acquired has been allocated to the Company’s Integrated Health Solutions cash-generating unit (“CGU”) and
is attributable to the workforce and the Company’s ability to add BFG’s substance use solutions to its digital mental health
and wellbeing offerings, allowing the Company to expand into the addiction treatment market. None of the goodwill is
expected to be deductible for tax purposes.
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5. Debt obligations:
The Company’s debt obligations can be broken down as follows:
March 31, 2022

Term loan

Revolving credit facility

$

Less: debt issuance costs, net of accumulated amortization

388,872

$

99,960

99,990

387,930

353,868

452,686

487,920

$

100,000

(1,182)

(952)

Less: current portion
Long-term portion of debt

100,000

December 31, 2021

$

352,726

As at March 31, 2022, under the Credit Facility Agreement, the Company had a revolving facility of $600,000 (including a
swing line of $14,000), which matures on July 27, 2023, and a $100,000 term loan. On April 6, 2022, the Company extended the
maturity date of the term loan facility from April 14, 2022 to July 27, 2022.
Borrowings under the Credit Facility Agreement bear interest at CDOR or Canadian Prime plus a specified margin for borrowings
in Canadian dollars. Borrowings in US dollars under the Credit Facility Agreement bear interest at US Base Rate or LIBOR plus
a specified margin. The specified margin may vary up or down depending on the ratio of the Company’s consolidated debt to
Adjusted EBITDA, as defined in the Credit Facility Agreement. The Credit Facility Agreement is secured by a general assignment
of all the assets of the Company and requires the Company to maintain, on a consolidated basis, a debt to Adjusted EBITDA
financial covenant of not more than 4.0:1.0 and an EBITDA to interest expense ratio of not less than 2.0:1.0.
As at March 31, 2022, the Company had borrowed $100,000 (December 31, 2021 – $100,000) under the term loan, $277,658
(December 31, 2021 – $267,658) and $111,214 (US$89,000) (December 31, 2021 – $86,210; US$68,000) under the revolving facility,
and utilized $5,136 under the swing line (December 31, 2021 – $nil utilized).
As at March 31, 2022, the Company complied with all of the required financial covenants of the Credit Facility Agreement.

32

LifeWorks Inc. | Report to shareholders Q1, 2022

Notes to consolidated financial statements

6. Financial instruments:
Financial instruments carried at fair value
Fair value represents Management’s estimates at a given point in time. The fair value of the Company’s financial assets and
liabilities, with the exception of short-term and long-term debt, approximate their carrying values due to their short-term nature.
The fair value of short-term and long-term debt obligations approximates their carrying values as the variable rates of the debts
are reflective of market terms.
The following table summarizes information regarding the carrying value, fair value and level used to determine the fair value
measurement of the Company’s financial assets and liabilities carried at fair value:
Carrying Value and Fair Value
March 31, 2022

Assets carried at fair value:
Interest rate swaps

Liabilities carried at fair value:

Interest rate and total return swaps

Phantom Plan liability (included in trade and other payables)

December 31, 2021

Level

$

1,437

$

594

$

1,437

$

594

3,720

$

4,606

2

568

3

$

Future consideration related to acquisitions (contingent portion)

4,399
494

$

8,613

$

3,359

2

2

8,533

During the three months ended March 31, 2022, there were no transfers between any levels.
a.

Interest rate and total return swaps:
The Company utilizes interest rate swaps to manage interest rate risk related to its Credit Facility Agreement and total return
swaps to manage equity price risk exposure related to share-based compensation plans that are accounted for as liabilities.
The fair values of the swaps are based on valuations received from the derivative counterparties, which Management
evaluates for reasonability. The Company maximizes the use of observable inputs within the valuation model, and the
valuation is classified as Level 2. Fair values reflect the credit risks of the instruments and include adjustments to take account
of the credit risk of the Company and the derivative counterparties when appropriate.
As at March 31, 2022 the Company has syndicated interest rate swap agreements for an aggregate notional amount of
$180,000 maturing July 2023 (December 31, 2021 – $180,000). The fair value of interest rate swaps at March 31, 2022 was
a net asset of $695 (December 31, 2021 net liability – $2,094).
The total return swaps have an aggregate notional amount of $9,180 with maturity dates from May 2022 to December 2023.
The fair value of the total return swaps at March 31, 2022 was a liability of $2,978 (December 31, 2021 – $1,918). The duration
of the swaps can be extended to match the vesting periods of the share-based compensation awards. During the quarter,
the Company renewed total return swaps maturing in March 2022 with the same terms and conditions, with a new maturity
date of December 2023. On April 11, 2022, the Company entered into a new total return swap. The notional amount of the
swap is $4,371 with a one-year term that is extendable to match the vesting period of the corresponding awards.
The interest rate swaps have been designated as cash flow hedges for hedge accounting treatment under IFRS 9.
The changes in fair value of interest rate swaps designated as cash flow hedges are recognized in other comprehensive
(loss) income, except for any ineffective portion, which is recognized immediately in other operating expenses. As at
March 31, 2022 and December 31, 2021, all hedges related to interest rate swaps were considered effective.
The total return swaps have been designated as cash flow hedges for unvested share-based compensation awards and as
economic hedges for vested share-based compensation awards. The changes in fair value of total return swaps designated
as cash flow hedges are recognized in other comprehensive (loss) income. The changes in fair values of the swaps
designated as economic hedges are recognized in other operating expenses. As at March 31, 2022 and December 31, 2021,
all hedges related to total return swaps were considered effective.
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b.

Future consideration related to acquisitions (contingent portion):
The future consideration related to acquisitions is a financial instrument carried at fair value through profit or loss.
Contingent consideration arose on past acquisitions as a result of a clause that entitles the seller to an additional amount
that is contingent on future business results. The fair value is determined by considering the estimated payment, discounted
to present value (Level 3).

Financial instruments carried at amortized cost
Cash, bank indebtedness, trade and other receivables, income taxes receivable (payable), cash and investments held in trust,
trade and other payables, insurance premium liabilities, dividends payable, and short-term and long-term debt are carried at
amortized cost, which approximates their fair value because of their short-term nature.

7. Dividends:
The monthly dividend rate approved by the Board of Directors was $0.065 for the three months ended March 31, 2022
(2021 – $0.065). Dividends declared for the three months ended March 31, 2022 were $13,516 (2021 – $13,413).

8. Earnings per share:
Basic earnings per share was calculated by dividing profit attributable to common shares by the sum of the weighted average
number of common shares outstanding during the period, plus vested LTIP awards.
Diluted earnings per share was calculated using the basic calculation described above, adjusting for the potentially dilutive
effect of the total number of additional common shares that would have been issued by the Company on unvested LTIP awards.
The following details the earnings per share, basic and diluted, calculations for the three months ended March 31, 2022 and 2021:
2022

Profit attributable to common shareholders (basic and diluted)
Weighted average number of common shares (in number of shares):

14,055

$

10,175

Outstanding beginning of period

69,315,348

68,784,513

Basic

70,407,261

70,113,500

Diluted

70,720,165

70,483,527

Vested LTIP awards

Dilutive effect of unvested LTIP awards

Earnings per share:
Basic

Diluted
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$

2021
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1,091,913

1,328,987
370,027

312,904

$
$

0.20
0.20

$
$

0.15

0.14
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9. Segmented information:
The Company provides services in employee and family assistance, health and wellness, recognition, pension and benefits
administration, retirement consulting, actuarial and investment services. During the first quarter of the year, the Company
reorganized its Health and Productivity Solutions line of business to combine its operations with the Integrated Health Solutions
(“IHS”) line of business under the same segment manager and to meet its strategic objectives; as a result, the Company
determined it has three operating segments, consistent with the Company’s three lines of business, that have been aggregated
under IFRS 8 Operating Segments, to determine that the Company has only one reportable segment.
The Company operates primarily within two regions: Canada and the United States. The following details the revenue and total
assets by region, reconciled to the Company’s interim financial statements:
Three months ended March 31
2022

Revenue:

Canada

United States

$

International

Consolidated total
(1)

150,447

91,083

2021 (1)

$

259,041

90,463
15,117

17,511

$

151,560

$

257,140

	Prior year comparative figures have been reclassified to conform to the current period presentation.
March 31, 2022

Assets:

Canada

United States

$

International

Consolidated total

830,893

485,598

December 31, 2021

$

817,614

487,687

184,605

154,030

$ 1,501,096

$ 1,459,331

10. Supplementary cash flow information:
Change in operating working capital for the three months ended March 31, 2022 and 2021 was as follows:
Three months ended March 31
2022

Trade and other receivables
Unbilled fees

$

Prepaid expenses and other

(12,722)

(4,192)

2021

$

(1,766)

(3,071)

Deferred implementation costs, current and non-current

(831)

692

Trade and other payables

23,049

(411)

Deferred revenue, current and non-current

1,408

2,535
$

(17,169)

(1,265)

(4,697)

$

15,898
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Reconciliation of cash, net of bank indebtedness, as at March 31, 2022 and March 31, 2021 was as follows:
Three months ended March 31
2022

Bank indebtedness

$

Cash, net of bank indebtedness, end of period

$

Cash

(6,152)

18,658

12,506

2021

$

$

–

6,037
6,037

11. Revenue:
The following table shows the disaggregation of revenue by the Company’s lines of business:
Three months ended March 31
2022

Integrated Health Solutions
Administrative Solutions

$

Retirement Solutions(1)

$

259,041

125,378

100,073

31,689

31,752

$
(1)

127,069

100,220

2021

$

257,140

Includes other revenues of $139 (2021 – $247).

During the quarter ended March 31, 2022, the Company reorganized the Health and Productivity Solutions (“HPS”) line
of business to combine its operations with the Integrated Health Solutions (“IHS”) line of business under the same segment
manager. As a result, to better align with internal reporting used in the evaluation of financial performance, revenue reported
above for the current and comparative periods consists of revenue from the previously defined HPS and IHS businesses.
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We are a new age
digital health company
Growth fuelled by innovation DNA over almost 60 years

1966

1992

1997

1998

Company founder, Frank
Morneau, launches W.F.
Morneau & Associates as a
benefits consulting business
in downtown Toronto

Morneau forms a strategic
alliance with Coopers &
Lybrand and absorbs its
pension consulting and
actuarial business

W.F. Morneau & Associates
and Sobeco merge to form
Morneau Sobeco

Morneau acquires the
Canadian pension
consulting practice of
Deloitte & Touche

2012

2011

2008

2005

Acquires SBC Systems,
based in Atlanta, to
enhance the Company’s
benefits administration
platform and broaden
the distribution channel
in the U.S. ($6 million)

Morneau Shepell completes
the reorganization of
Morneau Sobeco Income
Fund from an income trust
structure into a public
corporation

Morneau Sobeco Income
Fund becomes a major
player in workplace health
and productivity solutions
with its acquisition of
Shepell·fgi ($320 million)

Morneau Sobeco Income
Fund completes its initial
public offering, at the time
the largest Canadianowned pension and
benefits consulting firm

2014

2015

2016

2018

Acquires Group AST, the
workers’ compensation
practice of Groupe
AST, from ADP Canada,
expanding market share
in Quebec ($33 million)

Acquires Chicago-based
Bensinger, DuPont &
Associates, expanding
reach into the U.S. EFAP
market ($11 million)

Morneau Shepell turns 50,
celebrating a half century
of growth and innovation

Morneau Shepell acquires
LifeWorks, aligned with the
Company’s global growth
strategy as well as our focus
on technology innovations
to create added value
for our clients and their
employees ($435 million)

2022

2021

Acquires Breaking Free,
a U.K. based provider
of evidence-based
behavioural health SaaS
solutions for substance
use intervention

Company name changed to LifeWorks to support global growth strategy; TSX trading
symbol changes to LWRK

Acquires Jacques Lamarre
& Associates to become
the largest EAP provider
in Quebec

Four Toronto-area offices come together to form one corporate headquarters location
in downtown Toronto. Returning to our downtown roots of 56 years ago, the focus is on
collaboration and flexibility – in an environment focused on personal wellbeing
LifeWorks acquires Netherlands-based Ascender BV, as well as Australia-based SMG
Health, Pty, both mental health and wellbeing businesses
Wins highly coveted Knox Keene licence, enabling LifeWorks to provide direct counselling
services in California
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For more information about LifeWorks (formerly Morneau Shepell),
visit our website lifeworks.com

