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5:15 11. Other Business
CONFIDENTIAL SESSION
5:20 Consent Agenda

Motion: That items 12-14 be approved by consent.

12. Approval of the February 3 and 23, 2004 Minutes Decision
[attached]

13. Report of the President
a. New Appointments with Tenure CS1 Decision
b. Tenure Recommendations CS2-CS4 Decision

14. Other Business

a. Appointments/Reappointments: Board of CS5-CS7 Decision
Governors/Board of Governors Committees
b. Dissolution of G-W Link Inc. CS8 Decision

Regular Agenda

5:25 15. Business Arising from the Minutes

16. Other Business
5:30 a. Governors’ Evaluation CS9-CS11 Decision

5:40 17. Adjournment

Note: The agenda has been divided between items that are to be approved and/or received for

information by “consent” and those that are to be presented individually for discussion and decision
and/or information. This format allows the Board to complete a number of matters quickly and to
devote more of its attention to major items of business.

Items that are listed under the consent sections of the agenda will not be discussed at the Board
meeting. Governors are supplied with the appropriate documentation for each item and all items will
be approved by means of one omnibus motion. The Board will then move immediately to
consideration of the items on the “regular” agenda.

A consent agenda is not intended to prevent discussion of any matter by the Board. If a Governor
has questions or concerns about any item listed in the consent sections, he/she may request

that the item be moved to the regular agenda. The matter will then be discussed at the appropriate
point in the regular section.

LC/tad Lois Claxton
March 23, 2004 Secretary of the University

Parking available in Lot D (underneath Needles Hall)
Please convey regrets to Tracy Dietrich at (519) 888-4567, x6125, or tdietric@uwaterloo.ca
Next regular Board meeting scheduled for Wednesday, June 9, 2004



University of Waterloo
RECOGNITION AND COMMENDATION

Report to the Board -- April 6, 2004

Governor:

For their pioneering efforts to establish affordable housing in Kitchener-Waterloo, Governor Mary Bales
and Martin Buhr will be guests of honour at the 17 annual Mayors’ Dinner to be held early April. The
Mayors’ Dinner has evolved as an event which celebrates the contributions of individuals who have
demonstrated long-term and consistent voluntary commitment to the community.

Faculty:

Melanie Campbell (Physics) and three co-authors (from Lund, Tiibingen and Stanford) have been
awarded the annual Rank Prize, one of two awarded each year. The prize recognizes individuals who
have made a significant contribution to the sciences when an initial idea has been carried through to
practical applications that have or will demonstrably benefit mankind. Campbell is being honoured for
an article that appeared in the Journal of Comparative Physics in 1999 entitled “Multifocal lenses
compensate for chromatic defocus in vertebrate eyes.” Researchers cannot apply for the Rank Award; a
selection committee makes the decision and awards the prize.

Conrad Grebel University College Faculty:

Ernie Regehr (Co-Founder and Executive Director of Project Ploughshares and an adjunct Associate
Professor of Peace & Conflict Studies at Conrad Grebel University College) has been named an Officer
of the Order of Canada. Recognized for his service in various fields of human endeavour, Professor
Regehr is one of Canada’s most prominent and respected voices on international disarmament and peace.
Canadian and foreign governments as well as the United Nations call upon him as an expert on
disarmament and he has made a significant contribution to Canada’s international reputation as a leader
in peacemaking.

Students:

A UW student team was ranked sixth in the 64™ annual William Lowell Putnam Mathematics Competition.

The prestigious competition was written last December 6 by 3,615 students from 479 colleges and
universities across Canada and the United States. The top five teams were from Massachusetts Institute
of Technology, Harvard, Duke, California Institute of Technology and Harvey Mudd College. Other
Canadian teams placing in the top 10 were from the University of British Columbia and the University of
Toronto. Rounding out the top 10 were teams from Princeton and the University of California, Berkeley.
UW’s Ralph Furmaniak, a first-year student, had an outstanding result, placing among the top five
individuals. He earned the title of Putnam Fellow and received an award of $2,500. Other members of
the UW team were Lino Demasi, who earned an Honorable Mention by placing in the top 66, and
Olena Bormashenko. Other UW students included Xiaoning Chai, Xiannen Li and Feng Tian, who
all placed in the top 200 individuals. Five additional students placed in the top 500: Chris Almost,
Charles Li, Tyler Lu, Alejandro Morales, and Sanjay Patel. UW’s team was coached by Statistics &
Actuarial Science Professor Christopher Small.

Robin Sano (Environment & Resource Studies) has won Natural Resources Canada’s Energy Efficiency
Award for 2004 for his third-year project “Gas-Electric Hybrid Feasibility Study: Comparative Analysis
of the Toyota Prius and Volvo V70 XC AWD and the Volvo S70.” This thesis explored the feasibility of
introducing a gas electric hybrid car into UW’s fleet of vehicles and was cited as an excellent example of
Canadian innovation and achievement in the field of energy efficience and offers a solid contribution to
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Canada’s efforts to reduce greenhouse gas emissions.

A team of students from UW’s Master of Business, Entrepreneurship and Technology (MBET) program
has been selected as one of three North American finalists in the Graduate Student Licensing
Competition. The competition, sponsored by the Licensing Executives Society Foundation, is for
graduate students interested in intellectual property and licensing issues. The MBET team consisting of
Prem Gururajan, Ethan Henry, Harish Patel and Joyce Kyeyune had to submit a business plan with a
significant intellectual property and/or licensing component. Of the numerous entries received, the
judges narrowed the field to three finalists -- two from the USA and the UW team.

Waterloo Engineering students won several top prizes in the annual Canadian Engineering Competition
held recently at McMaster University. The CEC accepts entries based on only the top two competitors
from each provincial engineering championship. A first-place prize went to the team of Robyn Paul,
Matthew Cheung, Ksenia Golod, and Jordanna Kwok (Computer Engineering) in the Entrepreneurial
Design category. Their M-CED -- Mobile Cardiac Emergency Medical Services (EMS) Dispatcher -- is a
system designed to collect and analyze real-time cardiac data for a user. Another first-place prize was
awarded to Hsiao-Chien Lin (Computer Engineering) in the Editorial Communications category. He
provided an editorial from a personal viewpoint entitled “Tactical Nuclear Weapons: The Right
Direction For Nuclear Technology?” A second-place prize went to Elliot Smith and Jay Detsky
(Systems Design Engineering) for their Corporate Design entry entitled “Adaptive Delay System (ADS)
for Sound Reinforcement.” The ADS is a new method for synchronizing sound throughout an audience
during a concert, in order to compensate for electrical impulses that travel faster to the speakers than the
sound that travels from the stage. In the Parliamentary Debate category, a fourth-place prize was earned
by the team of Adam Kaufman and Melanie Blass (Systems Design).

Former graduate student Karim Karim (Electrical & Computer Engineering) has been selected as a
winner of one of the NSERC Doctoral Prizes for 2004 in the Engineering and Computer Sciences
category. The Doctoral Prizes honour four of the best students completing doctoral degrees in science
and engineering at Canadian universities. The prize, consisting of a silver medal and a cash award of
$10,000, will be presented at an awards ceremony to be held in Ottawa in the fall.

A team (Sarah Hamilton, Katherine McLean and Mark Greco) of fourth-year Systems Design
Engineering students took first place with “Waterbot” in the “open” category of Skatebot 2004, a
competition for robots held recently in Calgary. The competition consisted of five parts: Video,
Presentation, Budget, Skating Motion, 25-metre Sprint. Supervisor for the project was Systems Design
Engineering Professor Hamid Tizhoosh, with support from graduate student Chad Schmitke.

A University of Waterloo Warriors swimmer, Matt Mains, was named swimmer of the meet for a second
consecutive year at a recent Ontario University Athletics swimming competition held in Ottawa. The
UW swimmer won four individual awards and broke his own OUA record in one of them.

At arecent OUA figure skating championship held at UW, Warriors’ Katrina Low led the team to a
fourth-place finish by placing second in the gold short program. It was the best placing by a Warrior in
three years. The Warriors synchronized skating team skated to a first-place finish.

The UW Nordic ski team finished its season on a high note finishing third overall at the OUA

championship held in Sudbury in mid-February. As well, four team members (Charles Curtis,
Justin Faulkner, Colleen Lynch and Kristie Henry) were named OUA all-stars.
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BOARD OF GOVERNORS
April 6, 2004
REPORT OF THE PRESIDENT

ACADEMIC AREAS
Sabbatical Leaves -- for Approval

Niels Bols, Biology, six months, September 1, 2004 to February 28, 2005, at full

salary.

Due to an enormous teaching load and serving on a national granting committee for the past 3 years, I have
had much less time to focus on research. I will use my sabbatical to concentrate on publishing research
from my lab and supervising my 4 graduate students. I also want to initiate collaborations with scientists
in the US and Chile.

Gerard W. Boychuk, Political Science, twelve months, July 1, 2004 to June 30, 2005, at
85% salary.

I am requesting a sabbatical leave in order to complete two major projects: a manuscript on the historical
development of health care in the United States and Canada and a SSHRC-funded manuscript project
examining the impact of cross-border economic integration on public policies in the American states and
Canadian provinces. I will use the sabbatical leave to reside in the United States in order to complete the
research required for these two projects.

Trudi Bunting, Geography/Planning, twelve months “split”, July 1, 2004 to December
31, 2004 and July 1, 2005 to December 31, 2005, at 85% salary.

The proposed research concerns the need for urban intensification. The leave will support my on-going
SSHRC-supported research on suburban and peripheral growth in Canadian metropolitan areas. There are
three levels of investigation: 1) identifying and explaining growth trends, 1971-2001; 2) detailing and
classifying different outward growth paiterns in five case-study CMAs; 3) assessing current policy against
real-world observed trends.

David A. Clausi, Systems Design Engineering, six months, September 1, 2004 to
February 28, 2005, at full salary.

I plan to spend considerable sabbatical time in support of my primary research endeavour - the development
of intelligent decision algorithms in support of tactical operations of the Canadian Ice Services through the
use of radar-based remotely sensed imagery. I have numerous graduate students to support as well as other
research projects to continue during this time period.

Tara L. Collington, French Studies, six months, January 1, 2005 to June 30, 2005, at full
salary.

I am requesting a leave to pursue research on a book-length project entitled “Crossing Space, Crossing
Time: A Chronotopic Theory of Transposition.” This project entails the examination of the theory and
practice of adaptation—the transposition of a source text into different cultural contexts or genre. This
project is supported by an SSHRC Standard Research Grant (awarded May 2003 ).

Duane Cronin, Mechanical Engineering, six months, September 1, 2004 to February 28,
2005, at full salary.

This early sabbatical will allow me to devote more attention to journal publications based on recent and
current research. In addition, this will allow me to focus on two large research projects currently underway.
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Mieke Delfgaauw, Environmental Studies, six months, September 1, 2004 to February 28,
2005, at 85% salary.

Expected results: A pilot project to run in the Spring of 2005, consisting of: online course for large
numbers; self-paced learning course delivery formats; development of intelligent agent; development of
interactive learning in project based small number course; development of an evaluation format to be used
Jor online courses taught in FES.

Sherry L. Dupuis, Recreation and Leisure Studies, six months, July 1, 2004 to December
31, 2004, at full salary.

Although I have a number of goals for the requested 6 month sabbatical, my major priority is to prepare and
publish a number of articles from three large projects I have been involved in over the past three years
(Ontario Dementia Caregiver Needs Project, In-House and Community Access Recreation Program in
Long-Term Care Settings Project, Longitudinal Study on Families in Long-Term Care Settings).

Brian Hendley, Philosophy, six months, July 1, 2004 to December 31, 2004, at full salary.
I plan to situate John Dewey’s “radical pragmatism” in the context of classical and contemporary American
pragmatism and use it to explain his views on education, ethics, inquiry, and the formation of a democratic
community. The study will conclude with my own thoughts on education and society, the culmination of a

long career of blending academic theory and practice at Waterloo.

Keith W. Hipel, Systems Design Engineering, six months, July 1, 2004 to December 31,
2004, at full salary.

Research will be pursued for advancing the concept of multiple participant decision making as a
fundamental characteristic within and across complex adaptive systems. Specific research topics include
preference modelling, ethical value systems, developing new solution concepts and related policies for
defining how decision makers may behave under conflict, and applying these methodologies to the conflict
of values arising over the proposed export of water in bulk quantities from Canada.

Robert Karpiak, Germanic and Slavic Studies, six months, July 1, 2004 to December 31,
2004, at full salary.

This project is intended to update, amplify and complete the definitive redaction of the book manuscript The
Don Juan Myth in Russian Literature. Research to finalize the book will be at the University of Illinois at
Urbana-Champaign.

John Lawrence, Pure Mathematics, twelve months, September 1, 2004 to August 31, 2005,
at full salary.

This is a full year sabbatical to study finite presentations of associative algebras and solutions of equations
in symmetric groups.

Karin J. MacHardy, History, six months, July 1, 2005 to December 31, 2005, at 85%
salary.

I have applied for an unpaid leave of absence from July 2004 to June 2005 in order to accept a fellowship at
the Netherlands Institute for Advanced Study. A sabbatical following this will allow me to complete a
book contracted by Cambridge University Press (England).

Alan Macnaughton, Accountancy, twelve months, September 1, 2004 to August 31,
2005, at 85% salary.

Three papers are planned. One paper is a theoretical model of the behaviour of governments in choosing to
levy taxes on visiting athletes. The other two papers are tax policy analyses—one on the prevention of tax

evasion regarding restaurant tips, and the other on whether one agency should collect all taxes imposed in
Canada.
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David E. Matthews, Statistics and Actuarial Science, twelve months, September 1, 2004 to
August 31, 2005, at full salary.

During my proposed leave, I will be pursuing research opportunities at the Health Services Research Group
and Centre for Clinical Epidemiology and Biostatistics, University of Newcastle in New South Wales,
Australia. 1 also plan to write the fourth edition of a book about medical statistics entitled Using and
Understanding Medical Statistics.

David McKinnon, Pure Mathematics, six months, September 1, 2004 to February 28,
2005, at full salary.

I plan to use my sabbatical leave to pursue research activities related to the distribution of rational points on
algebraic varieties.

Richard T. Oakley, Chemistry, twelve months, September 1, 2004 to August 31, 2005, at
86.4% salary.

Development of synthetic methodologies for selenium based neutral radical conductors, structural analysis
and transport property measurements.

Alison Pedlar, Recreation and Leisure Studies, six months, July 1, 2004 to December 31,
2004, at full salary.

An exploration of the work of Circles of Support which assist federally sentenced women on their return to
the community. This will extend pilot work that was conducted in 2003 with a small group of women and
their circles. A second activity will involve developing, with an interdisciplinary team, a project to
consider the impact of sport for health initiatives in refugee camp/communities, primarily in Africa and SE
Asia.

Russell Delbert, French Studies, twelve months, July 1, 2004 to June 30, 2005, at full
salary.

Preparation of an electronic edition of a medieval manuscript containing French verse saints’ lives, written
in England. Supported by a research grant from SSHRC, for 2003-2006.

Christopher G. Small, Statistics and Actuarial Science, twelve months, July 1, 2004 to
June 30, 2005, at 85% salary.

a) starting a project to write a new textbook on probability theory

b) continuing my research, particularly in two areas: multivariate nonparametrics and estimating function
theory for random fields.

Jan Uhde, Fine Arts, six months, January 1, 2005 to June 30, 2005, at 85% salary.

I plan to continue my research on Singapore cinema. The aim of my research work is the publication of a
revised and updated edition of the book Latent Images: Film In Singapore (Oxford University Press, 2000).
The proposed publication will incorporate my research conducted between 2001-2003 which resulted in the
publication of the digital update of Latent Images: Film in Singapore CD-ROM, in 2003. Both
publications mentioned above are at present the only comprehensive research and information source on
Singapore cinema.

Ross Willard, Pure Mathematics, twelve months, July 1, 2004 to June 30, 2005, at full
salary.

I plan to spend the year engaged in pure research in my area (universal algebra). Approximately four
months will be spent working (with colleagues at other institutions: Latrobe University (Australia),
University of Hawaii, University of Colorado, Vanderbilt University and SUNY (New Paltz).
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Sabbatical Leave -- Change

Colin Ellard, Psychology, change from: twelve months, January 1, 2005 to December 31,
2005, at 85.7% salary, to: six months, July 1, 2005 to December 31, 2005, at 89.9% salary.

Further details may be obtained from the Faculties.

B. ADMINISTRATIVE APPOINTMENTS -- for Information

Fran Allard, Kinesiology, reappointed as Associate Dean, Undergraduate Studies, Faculty
of Applied Health Sciences, for the period July 1, 2004 to June 30, 2006.

John Carlson, Biology, reappointed as Assistant Dean, Admissions, Faculty of Science,
for the period January 1, 2004 to August 31, 2004.

Bernard Glick, Biology, reappointed as Chair, Department of Biology, Faculty of Science,
for the period January 1, 2005 to December 31, 2007.

Richard Hughson, Kinesiology, appointed as Associate Dean, Graduate Studies and
Research, Faculty of Applied Health Sciences, for the period July 1, 2004 to June 30, 2006.

Fathy M. Ismail, Mechanical Engineering, appointed as Associate Dean, Graduate Studies
and International Agreements, Faculty of Engineering, for the period May 1, 2004 to April
30, 2007.

Elizabeth Jewkes, Management Sciences, reappointed as Chair, Department of
Management Sciences, Faculty of Engineering, for the period July 1, 2004 to June 30, 2007.

Wing Ki Liu, Physics, appointed as Associate Dean, Graduate Studies, Faculty of Science,
for the period March 1, 2004 to February 28, 2007.

Wayne M. Loucks, Electrical & Computer Engineering, reappointed as Associate Dean,
Undergraduate Studies, Faculty of Engineering, for the period September 1, 2004 to August
31, 2009.

Robert Mann, Physics, reappointed as Chair, Department of Physics, Faculty of Science,
for the period September 1, 2004 to August 31, 2007.

Kevin McGuirk, English, appointed as Chair, Department of English, Faculty of Arts, for
the period July 1, 2004 to June 30, 2007.

Bryan Smale, Recreation and Leisure Studies, reappointed as Associate Dean, Computing
and Special Projects, Faculty of Applied Health Sciences, for the period August 1, 2004 to
June 30, 2006.

Anthony Vannelli, Electrical and Computer Engineering, appointed as Associate Dean,
Research and External Partnerships, Faculty of Engineering, for the period July 1, 2004 to
June 30, 2007.
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University of Waterloo
BOARD OF GOVERNORS
April 6, 2004

1. 2004-2005 ANCILLARY AND TUITON FEE INCREASES
Motion: To approve the 2004-2005 ancillary and tuition fee increases as presented.
RECOMMENDED ANCILLARY FEE INCREASES
EFFECTIVE SPRING TERM 2004
A) CANcoOPY FEE
An increase of ~76% in the Cancopy fee. These are the first increases imposed by Access

Copyright since its inception in 1997-1998 and the proposed fees will remain in effect from
May 1, 2004 through April 30, 2007.

Full-time Part-time
Undergraduate, per term $1.65 $0.50
Graduate, per term $1.10 $0.33

RECOMMENDED TUITION FEE INCREASES
EFFECTIVE SPRING TERM 2004

A) UNDERGRADUATE CO-OPERATIVE PROGRAMS
An increase of 5% in the base co-operative fee raising the base fee to $420 per term. The $25
capital fee previously approved by the Board of Governors for the Tatham Centre continues so
that the fee appearing on the student fee statement is $445.

B) INTERNATIONAL STUDENTS

UNDERGRADUATE
Bachelor of Accounting and Financial Management
A maximum of $12,000 per term in all years of this plan. Assessment is at $2,400 per 0.5
unit course to the maximum.

RECOMMENDED TUITION FEE INCREASES
EFFECTIVE FALL TERM 2004

A) CoOST RECOVERY PROGRAMS

GRADUATE
Master of Business Entrepreneurship and Technology
An increase of 10%, resulting in a per term tuition rate of $7,333. This is a one-year,
three-term program with a total expected tuition of $22,000.



2004-2005 Ancillary and Tuition Fee Increases
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Master of Taxation
An increase of 3.7%, resulting in a rate of $2,250 per 0.5 unit course.

RECOMMENDED TUITION FEE INCREASES
EFFECTIVE WINTER TERM 2005

A) CoST RECOVERY PROGRAMS

GRADUATE
Master of Accounting
An increase of 15% in the Master of Accounting rate bringing this fee to $6,210 per term.

GENERAL NOTES:

1.

All fees are assessed to students on an itemized Fee Bill mailed prior to the start of each term.
These fees require the approval of the Board of Governors.

Responsibility for assessing other fees, fines and penalties rests with the appropriate Faculty
or administrative unit. Examples include library fines, parking fees, late fees, withholding
transcripts and blocking course enrolment.

BACKGROUND NOTES:

1.

Undergraduate students enrolled in co-operative plans serviced by Co-operative Education &
Career Services pay, in addition to the tuition fee, a co-op fee in specified terms. The
calculation of this fee is based on costs of administering the work-term program and is in
accordance with the methodology approved by the government. The co-op fee is not subject
to the Ontario government’s tuition regulations and restrictions.

International students are not eligible for government grant support. Fee levels are at the
discretion of the institution.

Full-cost recovery programs are entirely funded from tuition revenues. Unlike regulated and de-
regulated programs, full-cost recovery programs are not eligible for government grant support.

Full-cost recovery programs are not subject to the same regulations and restrictions that the
Ontario government has associated with programs for which they provide grant support.
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REPORT ON THE STATUS OF GRADUATE PROGRAM APPRAISALS
BY THE ONTARIO COUNCIL ON GRADUATE STUDIES
AT THE UNIVERSITY OF WATERLOO

This is tenth report submitted to the Board by the Dean of Graduate Studies in accordance
with the recommendations of the Task Force on University Accountability to the Minister of
Education and Training. The report is meant to provide information on the results of all
graduate program appraisals, whether by the Ontario Council on Graduate Studies or an
accrediting agency.

The Ontario Council on Graduate Studies (OCGS) carries out two types of appraisals:
standard and periodic. Standard appraisals are conducted on new, proposed graduate
programs, while periodic appraisals are conducted on existing programs. FEach existing
program is reviewed every seven years. The outcome of the review of proposals for new
programs is either approved to commence or not approved to commence. Reviews of existing
programs result in one of four decision categories: good quality, good quality with report,
conditionally approved or not approved. Reports, which some programs are required to submit
by specified dates, are updates of the status of the program.

This report covers appraisal decisions by OCGS for the 2002/2003 reporting year. Periodic
appraisal briefs were submitted during the previous year and the programs and decisions were
as follows:

Biology Good Quality with Report
English Approved — Good Quality
Optometry Approved — Good Quality
Philosophy Good Quality with Report
Psychology Decision Pending

In the appraisal period 2002/2003 a standard appraisal was submitted for:
MASc in Developmental Communication Science

During the 2003/2004 year there was one periodic report submitted for the collaborative
program in Behavioural Neuroscience.

In 2001/2002 reporting year the following pending decision were as follows:

Accounting Approved to continue - Good Quality with Report
Combinatorics & Optimization Approved — Good Quality
Pure Mathematics Approved to continue — God Quality with Report

GSO - March 2004
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Accountability — Research Policies/Practices
Report to the Board of Governors Executive Committee
March 2004

Policies and procedures have been established to ensure that the management of research activities is
consistent with the University’s mission and meets or exceeds the standards required by sponsoring
agencies, both public and private. University research is, to a very large degree, a self-motivated,
individual activity. In some disciplines, although research is increasingly being conducted by groups of
researchers, they come together of their own free will and the team is not developed or managed by the
University administration. The ideas are developed by the individual or groups of researchers who then
produce a project proposal to seek external funding for the research. All such proposals must have
approval of their respective Chairs or Deans and be submitted through the Office of Research, which
provides University level approval to the submission. Management of the project funding application
procedures, negotiation of grant and contract agreements with the sponsor, and financial monitoring of the
funds when they are awarded, are conducted through the Office of Research.

Institutional Programs

Oversees applications from the University for prestigious external research awards and for major research
infrastructure funding (e.g., Canada Foundation for Innovation, the Ontario Research and Development
Cyhalleynge Fund, the Ontario Innovation Trust).

International Programs

Responsible for establishing and being accountable for the memoranda of agreement between the
University of Waterloo and more than 200 foreign institutions with which we collaborate; and
applications and reporting for all CIDA, IDRC and other non-industrial international funding agencies. A
set of Guidelines for International Activity applies to international research and it is subject to the same
policies and guidelines which pertain to other research conducted. The Office has established mandatory
pre-departure briefings and related risk management protocols for Waterloo students studying or
conducting research abroad; Safety Guidelines for Field Work/Field Trips in International Locations are
also in place.

Research Contracts and Industrial Grants

Research funded by contracts is generally defined jointly by the Principal Investigator and the sponsoring
organization(s) and usually involves a greater degree of reporting and external direction than does grant
research. Nevertheless, the University is vigilant in including in the contract, protection for its
researchers’ rights to publish, and, where appropriate to retain ownership of their intellectual property,
etc.

Research Ethics

All research involving humans requires ethics clearance through the Office of Research Ethics or the
Human Research Ethics Committee. Animal research requires ethics approval through the Animal Care
Committee. Allegations of misconduct in any research or breach of research ethics are rigorously
investigated and appropriate action is taken as warranted and as required under the Tri-Council Policy
Statement: Integrity in Research and Scholarship (1994).

Research Finance

The Office of Research manages all research funds and is subject to the University’s normal internal
auditing and control procedures as well as those of sponsoring agencies. Research Finance ensures that
only eligible expenditures are charged and that the necessary reporting is provided to the sponsor.

Technology Transfer and Licensing

The University’s Intellectual Property (IP) Policy 73 prescribes a regimen of IP ownership by the creators
of the Intellectual property subject to prior agreement with the sponsor(s) funding the research and the
University’s right to use the intellectual property for research and educational purposes. It also addresses
publication of results, as well as the rights of creators to patents and copyright.
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Accountability — Research Policies/Practices

Policies, procedures and guidelines that have the most bearing on the administration of research funded

from grants as well as from contracts and for Centres of Excellence:

Policy 26 - Provision for University Overhead in research Grants/Contracts
Policy 33 - Ethical Behaviour

Policy 41 - Contract Research at University of Waterloo

Policy 68 - Vice-President, University Research

Policy 69 - Conflict of Interest

Policy 73 - Intellectual Property Rights

Contracts and Agreements: Signing Authorities

Administrative Guidelines for Integrity in Research

Guidelines for the Establishment of Centres/Institutes

Guidelines for the Review of Centres/Institutes

Guidelines for the Establishment of Research Groups

Research Term Absences

Guidelines for Research with Human Participants

Care and Use of Animals in Research and Teaching, Guidelines for the
Guidelines for International Activity

Overhead Rates to be Applied to Sponsored Research Activities

Travel Claim Audit

University of Waterloo Statement on Human Research

University of Waterloo Statement on Animal Research

Recommended Salary Rates for Student and Non-student Assistants Paid from Research
Grants

Further information is available from Paul Guild, guild@admmail.uwaterloo.ca
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REPORT TO THE UNIVERSITY OF WATERLOO BOARD OF GOVERNORS
FALL 2003
UNDERGRADUATE ADMISSION AND MARKETING & RECRUITMENT

Admission:

Keeping with institutional plans for manageable growth and the University’s commitment to the
Ministry of Training, Colleges and Universities, the overall institutional year one target in 2003 was
set at 5,350 compared to 4,765 in 2002 - an increase of 12.3%. By November 1, there were 5,476
year one students registered representing 102% of the target.

Applications:

In total, the increase in applications from all sources was 11,969 or 43% compared to 2002. In order
to meet our increased admission and registration targets for 2003, it was necessary to make
considerably larger number of offers of admission: 21,676 were made to realize our target of 5,350.

Marketing and Undergraduate Recruitment:

Marketing universities to young people is a complicated process since so many factors affect
students’ decisions about which universities to apply to and which one to ultimately attend. These
factors include, but are not limited to: scholarships, available technology, unique programs that will
result in future opportunities, standard of service and co-op opportunities. Research shows that a
lack of a competitive scholarship program, concern about co-op jobs, and fragmented
communication efforts are key reasons why Waterloo is losing high-quality students. The Marketing
and Undergraduate Recruitment team continues to work collaboratively with the Faculties,
University Colleges, and other key areas to manage and co-ordinate the marketing process as 1t
relates to undergraduate recruitment.

Admission Decisions:

Unconditional offers were made throughout the admissions cycle to Ontario secondary school
(OSS) applicants who had completed all requirements for their OSSD, fulfilled our requirements and
met our projected admission standards. Conditional offers were made to OSS applicants as fall
semester and mid-term grades became available. By mid- April, 7,100 offers had been released
compared to 3,574 at the same time in 2002. Following the final round of offers made in late May,
20,738 offers had been made to both OSS and non-OSS applicants. Offers continued to be made
throughout the early summer until all programs had reached or approached their admission targets.
In total, 21,676 offers of admission were made. In addition, in order to accommodate a larger
number of year one students in Mathematics, a relatively small number of applicants to Mathematics
were admitted to the term beginning January 2004.

All offers of admission to year one made prior to June included a “guarantee” of on-campus
residence. Students admitted subsequently were placed on a residence waiting list and
accommodated where possible. Although some entrance scholarships were awarded to applicants
admitted throughout the admissions cycle, most scholarships and other forms of financial aid were
made in late May.

Admission Standards:

Although increases in minimum admission averages were experienced in most programs in varying
degrees, the overall differences from previous years were not significant. However, the percentage of
Ontario Scholars (minimum final admission average of 80) for UW was 77.8 compared to 73.6 in
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2002. In terms of the median averages, although there was a slight increase in most Faculties,
institutionally, the median average showed a very small decrease of .2% from a 7 year high of 85.5 in
2002.

Demographic Data:

Of the 5,619 applicants who confirmed their acceptances, 87.1% were Canadian, 7.3% were
Permanent Residents and 5.6% were Visa Students. Of those who registered, 89.3% were Canadians,
7.1% were Permanent Residents and 3.6% were Visa Students. Institutionally, the ratios of male to
female applicants, acceptances and confirmations are 54/46, 47/53 and 53/47 respectively. These
data are very similar to those of previous years.

Summary:

Admissions and recruitment for the fall 2003 presented some very unusual and unique challenges for
faculty and staff involved in these processes at the University. Foremost of these challenges was our
institution’s response to the “double cohort” including the development, communication and
implementation of admission requirements and standards given the two different high school
curricula and grading systems being presented by OSS applicants. The management of the
substantial increase in applications along with the mandate of meeting a number of more complex
enrolment objectives were other major challenges for 2003.

Further information is available from Peter Burroughs at pburroug@ uwaterloo.

Peter Burroughs
Director of Admissions
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Progress Report on Undergraduate Program Reviews
University of Waterloo - Board of Governors, April 6, 2004

The following report outlines progress made with regard to undergraduate program reviews since
Dr. Bruce Mitchell’s report to the Board of Governors on April 1, 2003.

1. STATUS OF ACADEMIC REVIEWS

i. Completed Reports: Biology, Chemistry, Drama and Speech Communication, English,
Optometry, Philosophy, and Psychology.

ii. Site Visits and Strategic Plans: Classical Studies (including Medieval Studies), History,
and Spanish and Latin American Studies, and the review team reports have been
received. Those departments are currently completing their strategic plans. The site visit
for Studies in Sexuality, Marriage and the Family took place in March, 2004.
Engineering (all plans) is preparing its strategic statement.

iii. Two-Year Progress Reports: Health Studies and Gerontology, Music, and Planning.

iv. Undergraduate Program Review Audit Committee (UPRAC) Report
Three external auditors appointed by UPRAC, a committee of the Ontario Council of
Academic Vice-Presidents, visited UW in March 2003 to review the UW’s policies and
practices, as well as existing mechanisms for implementing new undergraduate programs.
The draft audit report, received last December notes that UW’s current guidelines and
procedures conform in most key areas to UPRAC’s audit guidelines, and presents eight
recommendations to ensure even greater conformity. These recommendations are under
consideration, and an official University response is being prepared.

2. GENERAL OBSERVATIONS

The review process continues to deliver tangible benefits to the University. It ensures that
academic units engage in a critical and detailed analysis of program delivery including
student recruitment procedures, curriculum design, pedagogical practices, faculty
recruitment, research activities, administrative structures, and physical space requirements.
The results of this process have included significant curricular revisions, more strategic
decisions about faculty appointments and student recruitment, new research directions,
improved administrative structures, better alignment of undergraduate and graduate academic
programs, and greater attention to intercultural and international matters. In one case, that of
Canadian Studies, the review process led to the decision to closet the program.

A consistent theme of the recently completed reviews is the overall high quality of UW’s
undergraduate academic programs. Academic units have been complimented for being
creative, innovative and distinctive; and in some instances, reviewers have identified them as
being among the very best in Canada and North America.

At the same time, there are recurring matters of concern that UW must address. They include:

* inadequate numbers of full-time faculty to cope with increased enrolments;

* onerous teaching loads;

* chronic space shortage;

* inadequate numbers of support and technical staff;

 the need for ongoing curricular enrichment/adjustment; and

* lack of consistent tracking of program graduates and of their career trajectories.

Gail Cuthbert Brandt
Associate Vice-President Academic Als






UNIVERSITY OF WATERLOO
2004/2005 Operating Income Budget

INCOME
Operating Grant
Basic Grant
Growth Funding
Tuition Offset Grant
Quality Assurance Fund
Transfers to Colleges
Performance Fund
Research Performance
Research Infrastructure
Access to Opportunities Program (ATOP)
Access for Disabled

Tuition
Undergraduate
Transfers to Colleges
Graduate

Co-op Recovery
Student Services Fee
Research Overhead
Interest

Services to Colleges
Grant in lieu of Taxes
Miscellaneous Income

Total Income

NOTES TO 2004/05 OPERATING INCOME

SFC 2004-03-12

[1] The grant for growth continues to increase as the double cohort flows through the institution. ‘

[2] The tuition offset is an estimate of what the government might provide if domestic tuition rates are held at the current
levels. Normal tuition increases in 2004/05, per BOG tuition fee policy, would provide $7.9 million of additional
income. With a tuition rate freeze, UW will lose a net $4.8 million after deducting the $3.1 million tuition offset. Based
on current tuition income sharing arrangements, Faculties would effectively receive $2.7 million less than what is
needed to maintain the quality of academic programs. This combined with a 2% reduction in expenditures will have
serious negative impacts on UW's academic programs.

[3] The remaining 15% of the Quality Assurance Fund is anticipated. Although the Ontario government promised to
increase the QAF to $200 million by 2005/06, this estimate is based on the amount remaining at $75 million.

(4] Tuition rates are held constant at 2003/04 rates. Enrolment increases from the October estimate account for the

increase in fees.

[5] Includes a 5% increase in the co-op fee.

[6] Research overhead income for 2004/05 is based on estimated 2003/04 actuals.

2003/04 Estimated Estimated
Base 04/05 % 04/05 $ 2004/05
03-10-28 Increase Increase Base Notes
$000 $000 $000
105,827 105,827
21,491 3,559 25,050 [1]
3,095 3,095 [2]
4,714 836 5,550 [3]
(6,702) (372) (7,074)
1,957 1,957
1,200 1,200
2,023 2,023
6,659 6,659
470 470
137,639 52 7,118 144,757
103,105 6,778 109,883
(6,242) 61) (6,303)
16,964 520 17,484
113,827 6.4 7,237 121,064 [4]
6,326 524 6,850 [5]
4,417 293 4,710
4,136 493 4,629 [6]
3,500 3,500
1,521 39 1,560
1,579 1,579
5,717 5,717
27,196 5.0 1,349 28,545
278,662 5.6 15,704 294,366
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SFC 2004-03-12

NOTES TO THE 2004/05 OPERATING EXPENSE BUDGET

[1] The increase in current salaries and wages is due to a budget reallocation of $3,310.0 from
non-salary to salary accounts by academic and academic support departments, plus
some other miscellaneous salary adjustments.

[2] This amount represents ongoing clawback savings net of estimated over F costs.

[3] Salary increase costs are estimated at $8,193.0 based on salary settlements in place for
2004/05.

[4] Benefit cost increases include estimated increased rates for dental coverage, life insurance
and CPP contributions, and costs associated with salary increases and faculty and staff
hirings.

{5] A portion of the differential fee for graduate visa students is used as scholarship support
for international graduate students. .

[6] ATOP funds for 2003/04 have now been allocated and reflected as an increase in supplies
and expenses. There are no new allocations in 2004/05.

[7] Differential tuition funds for 2003/04 have been allocated to the Faculties and
reflected as an increase in supplies and expenses. The Department/Faculty receives 50%
of the differential tuition increases. Additional differential fee allocations for 2004/05
results from volume increases.

[8] Allocations from the 2003/04 graduate enrolment fund have been made and reflected as
an increase in supplies and expenses. Additional allocations for 2004/05 include the
following estimates: Applied Health Sciences $95.0, Arts $244.0, Engineering $407.0,
Environmental -Studies $37.0, Mathematics $168.0, Science $210.0, space costs $232.0
and academic support units $407.0.

[9] Undergraduate enrolment expansion funds for 2003/04 have been allocated and reflected
as an increase in supplies and expenses. Additional enrolment expansion funds for
2004/05 include the following estimates: Applied Health Sciences $210.0, Arts $558.0,
Engineering $159.0, Environmental Studies $224.0, Mathematics $155.0, Science
$842.0, space costs $430.0 and academic support units $751.0.

[10]International tuition funds for 2003/04 have been allocated to the Faculties and reflected
as an increase in supplies and expenses. Additional allocations for 2004/05 include the
following estimates: Applied Health Sciences $14.0, Arts $277.0, Engineering $278.0,
Environmental Studies $39.0, Mathematics $254.0 and Science $205.0.

[11]The overhead flow to the Faculties in 2004/05 is based on the estimated actual 2003/04
research overhead income (allocated on a slip year basis).
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SFC 2004-03-12
NOTES TO THE 2004/05 OPERATING EXPENSE BUDGET

[12] Faculty recruitment and retention includes funds for start up grants and spousal
opportunities, and support for research chairs.

[13] Insurance premium rates are expected to increase.
[14] This fund is a new allocation in 2004/05 to support internationalization efforts.

[15] The teaching equipment fund has now been permanently allocated to the Faculties and
increases supplies and expenses.

[16] Electrical rates are expected to increase.

[17] The net increase in supplies and expenses includes the following: budget reallocation of
$3,310.0 from supplies and expenses to salary accounts by academic and academic
support departments, allocations of ATOP funds, differential fee income,
graduate and undergraduate enrolment expansion funds, international tuition and
teaching equipment fund in the amount of $13,022.0, and some smaller miscellaneous

adjustments.

[18] A 2.0% expenditure reduction applied across all academic and academic support units
produces a savings of $3,709.0. Since salary and benefit costs account for nearly 73% of
the operating budget, an expenditure reduction of $3,709.0 may lead to not filling
vacant positions, elimination of part time positions and a loss of permanent jobs.

[$ 1 million reduction in salary and benefit expenditure is equivalent to losing 10 faculty
positions or 18 staff positions].

[19] Unmet faculty allocations represent the amount Faculties would receive if UW’s normal
tuition fee increases could be implemented.
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University of Waterloo

BOARD OF GOVERNORS

BUILDING AND PROPERTIES COMMITTEE

Report to the Board -- April 6, 2004

REVIEW OF THE CAMPUS MASTER PLAN

Following a review of the overarching principles of the plan along with the phased development that
has occurred and may in future occur on both the North and the South Campuses, the Committee
concluded that the Campus Master Plan, which was approved by the Board in 1993, has served UW
well and has sufficient flexibility for reasonable accommodation as necessary. Further, conscious of
the stewardship responsibilities this plan places both in the Committee and the Board, the Committee
confirmed the current system of checks and balances, together with the plan’s principles, to be
reasonable and practical for ensuring prudent decisions are made with respect to UW’s land

development.

UPDATE ON CONSTRUCTION AND POTENTIAL CAPITAL PROJECTS

* Student Life Centre and Columbia Icefields

*  SuperBuild financed construction (4 projects)
*  Columbia Lake Village townhouses

*  UW Place court renovations

* Hallman Applied Health Sciences addition

»  St. Paul’s College
* Research & Technology Park

*  School of Pharmacy

* School of Architecture

additions completed

completed

90 built and occupied; 54/106 will be on stream
in May/September; potential for another 50
depending on uptake

will be completed for September *04; two more
court renovations planned

underway and on schedule (early "05)

200-bed addition under construction
multi-tenant/accelerator facility has conditional
provincial approval; federal approval still
required

site plan has been approved for a 3 prospective
tenant (estimated date of occupancy October
’05)

Sybase building is now closed in

Kitchener City Council approved in principle
the land grant plus $30 million; challenge will
be getting provincial approval

City of Cambridge has discussed the possibility
of another property (for use by Engineering and
close to Architecture’s site; for use by Civil’s
building science, with linkages to Architecture)

Ian McPhee
Chair
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University of Waterloo
BOARD OF GOVERNORS
FINANCE AND INVESTMENT COMMITTEE
Report of the Board — April 6, 2004
This report is submitted for information following the Committee’s February 25, 2004 meeting.

1. Endowment Funds
The Committee reviewed UW’s process for managing these funds, the annual expenditure
rate (5 percent but reduced to 2.5 percent given recent markets), and the asset mix, and noted
the 12.3 percent return on these funds in 2003, well ahead of the median endowment index.

2. Operating Budget, 2004-2005
The Committee understood this budget was being struck amid great uncertainty, endorsed the
strategic investment initiatives and, though in principle opposes deficits, was prepared, in the
circumstance, to endorse a budget for 2004-2005 with a structural deficit of up to $1 million.

Purdy Crawford
Chair
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BOARD OF GOVERNORS
PENSION AND BENEFITS COMMITTEE
Report to the Board of Governors -- April 6, 2004

[FOR APPROVAL)

Statement of Investment Policies and Procedures

Motion:

To approve the January 1, 2004 version of the Statement of Investment Policies and Procedures. See
Attachment #1.

Background:

Following its required annual review, the Finance & Investment and Pension & Benefits Committees

approved changes in the Statement to narrow the ranges, reflect a new equity mix (20/20/20), expand

upon when and how derivatives and synthetic products may be used, establish a rebalancing guideline
(included as an appendix), clarify the responsibilities of the Finance & Investment Committee and the
Pension & Benefits Committee, and remove superfluous information.

Pension Contribution Levels
Motion:

Provided that there is no change to the total University’s contribution, to delegate authority to the
Pension & Benefits Committee to vary the allocation of the University’s contribution between the trust
associated with the Registered Pension Plan and the account associated with the Payroll Pension Plan.

Background:

Currently, the University contributes 137% of aggregate member contributions — 100% is directed to the
trust associated with the Registered Pension Plan and 37% to the account associated with the Payroll
Pension Plan. Members contribute at the normal level defined in the Pension Plan Text. From time to
time, in order to meet its commitments under the Financial Services Commission of Ontario (FISCO), the
University may be required to vary the allocation between the two plans. Any change to the total
University contribution would continue to be made in the form of a recommendation to the Board of
Governors.

At its March 18, 2004 meeting, the Committee agreed that of the 137% the University contributes to the
pension plans, that 127% would be directed to the trust associated with the Registered Pension Plan and
10% to the account associated with the Payroll Pension Plan.

/tle Catharine Scott
March 19 2004 Chair
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University of Waterloo Pension Plan (2000)
STATEMENT OF INVESTMENT POLICIES AND PROCEDURES
January 1, 2004

CONTENTS

1. Purpose

2, Background, Plan Type and Liabilities

3. Allocation of Investment Responsibilities

4. Return Expectations, Benchmark Portfolio, Fund Manager Investment Objectives
5. Aggregate Investment Limits, Permitted Investment Categories, Asset Mix Policy
6. Rebalancing

7. Conflict of Interest Policy and Disclosure Requirements

8. Lending of Cash and Securities

9. Delegation of Voting Rights

10. Valuation of Investments

11. Appendix A: Rebalancing Guideline
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UW Pension Plan (2000)
Statement of Investment Policies and Procedures
January 1, 2004 page 2 of 13

1. PURPOSE

The primary goal of the University of Waterloo Pension Plan (2000) (“the Plan”) is to provide
members with a defined retirement income at a reasonable cost. The prudent and effective
management of the assets of the pension fund has a direct impact on the achievement of this goal.
The University of Waterloo (“UW?”), sponsor and legal administrator of the pension fund, is
responsible for achieving this primary goal.

This document has been prepared in accordance with the relevant legislation affecting the Plan to
ensure continued prudent and effective management of pension fund assets. Deviating from this
Statement of Investment Policies and Procedures is only allowed with the prior written approval of
the Pension & Benefits Committee (“P&B Committee™).

2. BACKGROUND, PLAN TYPE AND LIABILITIES

The Plan is a contributory defined-benefit plan, based upon an individual’s final average salary and
years of participation in the Plan prior to retirement.

All pensions accrued under the Plan are escalated annually by the cost-of-living factor described in
the Plan. If the cost-of-living factor is 5% or less it is automatically applied to all pensions. Ifitis
greater than 5%, the P&B Committee takes into account the fund’s ability to afford any increase
beyond 5%. Liabilities for both active members and pensioners will grow in direct relation to
inflation.

Thus, to provide pensions at a reasonable cost, it is necessary to strive for high real investment
returns on the Plan assets over medium- and long-term periods. The investment policies and
procedures adopted in this document will assist in the achievement of this goal in a prudent and
effective manner. In addition to the investments described in Section 4, the Plan holds real return
bonds that are not actively traded and are intended to provide protection against inflation for a
significant portion of the Plan's indexed pensioner and beneficiary obligations. Subject to annual
review, the long-term objective of the fund is to hold 70% of the retiree liabilities in this type of
investment.

This Statement has been developed taking into account factors such as: the nature of the Plan’s
liabilities; the allocation of such liabilities between active and retired members; the funded and
solvency positions of the Plan; the net cash flow position of the Plan; the investment horizon of the
Plan; historical and expected capital market returns; and the benefits of investment diversification.

3. ALLOCATION OF RESPONSIBILITIES
The Board of Governors of the University of Waterloo (“the Board”) has established a Finance and
Investment Committee (“F&I Committee™) to assist in the determination of UW’s overall

investment policies, objectives and strategies, and a P&B Committee to assist in the management of
the pension fund.
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UW Pension Plan (2000)
Statement of Investment Policies and Procedures
January 1, 2004 page 3 of 13

Working with the F&I Committee with respect to investment policies, objectives and strategies, the
P&B Committee will make recommendations to the Board in the following areas:

. the content of this document;

. the selection of a Consulting Actuary;

. the selection of Fund Managers;

. the selection of a Custodian/Trustee to hold the pension fund assets;
. the purchase of real return bonds

In addition, the P&B Committee will:

. review this document annually;

. review pension fund performance on at least a semi-annual basis;

. review Fund Manager performance on at least a semi-annual basis;

. provide cash flow information to the Fund Managers, if necessary;

. be responsible for the delegation of any responsibilities not specifically mentioned,;
. report to Plan members on at least an annual basis.

The Fund Managers will:

. participate, at least semi-annually, in performance reviews by the P&B Committee;

. forward to the P&B Committee quarterly reviews of investment performance, expectations of
future returns on various asset classes and proposed investment strategies for the following 12
to 24 months;

. upon direction of the P&B Committee, invest in passive asset classes such as indexed bond
funds, indexed equity funds, real-return bonds, etc.;

. manage asset mix and select securities within each asset class, subject to applicable legislation
and the constraints set out in this document;

. provide the P&B Committee with monthly valuation statements for the fund;

. advise the P&B Committee immediately of any changes in its senior investment personnel
and/or significant changes in the size or mix of assets managed; and

. comply with all relevant laws concerning the investment of the pension fund.

The Consulting Actuary will:

. assist in the preparation and subsequent annual reviews of this document;

. participate in the semi-annual reviews of the Fund Managers and the pension fund;

. comment on any changes in the Plan’s benefits, membership or contribution flow which may
affect how the Plan’s assets are invested;

. comment on the impact of potential investment opportunities/strategies/legislative changes
which may affect how the Plan’s assets are invested.

The Custodian/Trustee will:
. fulfill the regular duties required by law of a Custodian/Trustee and perform the specific duties

required of the Custodian/Trustee pursuant to agreements entered into from time to time with
UW; and
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UW Pension Plan (2000)
Statement of Investment Policies and Procedures
January 1, 2004 paged of 13

. provide the P&B Committee with monthly portfolio printouts of all assets of the Plan and
transactions during the period.

4. RETURN EXPECTATION, BENCHMARK PORTFOLIO, FUND MANAGER
INVESTMENT OBJECTIVES

Return Expectation. The annualized rate of return of the fund must exceed the annualized rate of
increase in the Consumer Price Index by at least 350 basis points (bps) net of the associated
investment management fees over any eight-year period.

Benchmark Portfolio. A portfolio invested in the following asset mix should achieve the return
expectation at an acceptable level of investment risk over the long term.

Asset Class | Benchmark | Active Passive | Active Passive
Domestic Domestic

Balanced Balanced Managers & US Equity
Managers Managers Managers

Cdn Equities | S&P/TSX 15% 5% 0% 0%
Composite

US Equities | S&P500 0% 0% 0% 20%

Non Cdn/ MSCI 0% 0% 20% 0%

Non US EAFE

Equities

Fixed Income | SC Universe | 10% 3.3% 0% 26.7%

A portion of the fund is invested in a passive real return bond portfolio. The foregoing table applies
to the remaining portion of the fund.

Fund Manager Investment Objectives. Subject to the constraints cited in section 5, Fund
Managers will employ security selection and asset mix strategies to try to add to the returns that
would be earned by the alternative of passively managing their respective investment portfolio as
described below. The objective of passive management is to match the return that could be earmned
by investing in securities that compose an index that is representative of a specific market.

Fund Manager performance will be considered satisfactory if the annualized return (before
investment management fees) over every consecutive four-year period exceeds the return that could
have been earned by passively managing the combined Benchmark Portfolio by 100 bps for Active
Domestic Balanced Managers and 200 bps for Active EAFE Equity Managers. For Passive
Managers, performance will be considered satisfactory if the tracking error is not more than +20
bps and not less than -10 bps.
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5. AGGREGATE INVESTMENT LIMITS and PERMITTED CATEGORIES, ASSET MIX
POLICY

Aggregate Investment Limits and Permitted Categories. At all times, the market value of the
individual asset classes will be within the following minimum and maximum aggregate investment

limits for actively managed assets:

Asset Classes (excluding real return bonds)

Asset Class* Minimum** | Benchmark Target | Maximum**
Cash or Equivalent 0 0 10
Fixed Income+ 30 40 50
Equities:
Canadian 10 20 30
USH** 15 20 25
EAFE 15 20 25
Total Equities+ 50 60 70
Real Estate 0 0 10
Total 100

* These assets can be held in any combination of pooled funds or individual investments.
** Minima and maxima do not sum to the total, as this would introduce artificial constraints

*** To achieve the US Equity target, derivatives and other synthetic products may be employed in
order to comply with CCRA’s 30% foreign property limit.

+ The target asset mix and ranges apply also to the domestic balanced mandates.

Passively and Specialty Managed Investments. Assets that are passively managed or managed by
specialists (e.g., EAFE) are expected, normally, to be 100% invested with minimal, generally less
than 2%, cash. The Passive Manager may equitize cash within its pooled funds.

Cash or Equivalents. Cash on hand, demand deposits, treasury bills, short-term notes and bankers’
acceptances, term deposits and guaranteed investment certificates.

Equities. Common shares, rights, warrants and securities convertible into common shares.
American Deposit Receipts (ADRs) are considered to be Non-Canadian/Non-US investments.

Fixed Income. Bonds (including real-return bonds), debentures, mortgage loans, mortgage-backed
securities, preferred shares. Investments in Canadian bonds and debentures will have a minimum
rating of BBB by CBRS or DBRS, or an equivalent rating. Not more than 5% of the market value
of the Canadian fixed income securities shall be invested in BBB bonds or debentures,
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Derivatives, Options and Futures. Derivatives, options and futures on any securities allowable
under the investment policy, including index options and futures. Aggregate limits encompass the
securities underlying the futures and options. Upon prior written confirmation from the P&B
Committee that such investments may be made, derivatives may be used as a substitute for more
traditional investments if they are based on and are consistent with achieving the fund’s long-term
asset mix goal and rate of return objectives. Such products include debt, equity, commodity and
currency futures, options, swaps and forward contracts, and pooled or segregated funds that employ
derivatives and synthetic products for purposes consistent with the investment objectives of the
fund. Synthetic products used as substitutes for more traditional investments will not be used to
gain leveraged exposure to various asset classes and will be collateralized by cash equal to the risk-
adjusted market value of the synthetic exposure. Hedging the currency on a fund position in a non-
Canadian dollar investment is allowed into Canadian dollars only.

Real Estate. Open pooled funds with commercial, retail and industrial properties across Canada.
Fund Managers may only proceed with the purchase of such investments upon written confirmation
by the P&B Committee that such investments may be made.

Pooled Funds. Open pooled funds investing in the asset categories noted above. The aggregate
limits for these categories are inclusive of the underlying assets in the pooled funds.

Non-North American investments may only be made by the Active EAFE Equity Managers. Active
Balanced Managers may only invest in Canadian investments. Passive Managers may only invest
in securities that are contained in the appropriate benchmark index(es) for its mandate(s), subject
to residual cash holdings.

Asset Mix Policy. The selection of investments is to be made with consideration given to the
overall context of the investment portfolio without undue risk of loss or impairment and with a
reasonable expectation of fair return or appreciation given the nature of the investments. All
investments shall be made in accordance with all applicable legislation and the investment
principles outlined above. The fund shall at all times comply with CCRA’s 30% foreign property
limit,

6. REBALANCING

The pension fund shall be rebalanced from time to time in accordance with the fund’s rebalancing
policy, which will be reviewed annually by the P&B and F&I Committees.

7. CONFLICT OF INTEREST POLICY and DISCLOSURE REQUIREMENTS
These guidelines apply to members of the P&B and F&I Committees, Fund Managers, Consulting
Actuary, Custodians, Trustees, the Administrator and any employee or agent retained to provide

services to the Plan.

Conflict of Interest Policy. Consistent with UW Policy 69 “Conflict of Interest”, any person listed
above must disclose any direct or indirect association or material interest or involvement in aspects
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related to her/his role with regard to the Pension Plan investments that would result in any potential
or actual conflict of interest.

Without limiting the generality of the foregoing, this would include any interest in any asset of the
pension fund, material ownership, membership on the boards of other corporations, or actual or
proposed contracts. However, being a member of the Plan itself is not sufficient to constitute a
potential conflict of interest.

Disclosure Requirements. Persons listed above shall disclose the nature and extent of any conflict
to the Committee in writing upon becoming aware of the conflict; if knowledge of the conflict arises
in the course of a discussion at a meeting, such disclosure will be oral and recorded in the minutes
of the meeting.

If the person does not have voting power on decisions affecting the Plan, he/she may elect not to
participate in the activities related to the issue in conflict or, he/she may continue her/his activities
with the approval of the Committee.

If the person disclosing the conflict does have voting power, he/she may continue in her/his
activities in respect to the issue in conflict only with the unanimous approval of the other
participants with voting rights. In this situation he/she may elect not to participate with respect to
the issue in conflict but must not participate without the unanimous approval of the other members.
The notification made by her/him shall be considered a continuing disclosure on that issue, subject
to any future notification by her/him, for the purpose of the obligations outlined in these guidelines.

Related Party Transactions. For the purpose of this section, a “related party” and a “transaction”
in respect of the Plan have the meanings given to such terms in Schedule III of the Pension Benefits
Standards Regulations, 1985 (Canada). The following related party transactions are permitted for
the Plan:

. any transaction that is required for the operation or administration of the Plan, the terms and
conditions of which are not less favourable to the Plan than market terms and conditions;

. any transaction the value of which is nominal (that is, less than 3% of the market value of the
Fund) or which is immaterial to the Plan (that is, the terms and conditions of the transaction
are not less favourable to the Plan than market terms and conditions); two or more
transactions with the same related party shall be considered a single transaction; and

. any purchase of securities of a related party, provided that those securities are acquired at a
public exchange recognized under the Pension Benefits Standards Act and Regulations, 1985
(Canada).
8. LENDING OF CASH AND SECURITIES
The pension fund may not lend cash other than through investments described in this policy. Upon

approval of the P&B Committee, the pension fund may enter into securities loan agreements,
providing the loaned investments are secured by cash or highly liquid investments having a market
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value of at least 105% of the loan, and providing that this 105% level of security is maintained at
least weekly.

9. DELEGATION OF VOTING RIGHTS

The Fund Managers are delegated the responsibility of exercising all voting rights acquired through
the Plan’s investments. The Fund Managers will exercise acquired voting rights with the intent of
fulfilling the investment objectives and policies of the Plan. However, in those situations where the
exercise of voting rights could have significant financial impact upon the Plan’s assets, the Fund
Managers will secure guidance from the P&B Committee as to how the rights should be voted.

10. VALUATION OF INVESTMENTS

It is expected that all the securities held by the fund will have an active market and therefore
valuation of the securities held by the fund will be based on their market values.

The Fund Managers will notify the P&B Committee if the market for any investment held by the
fund becomes inactive and provide for the Committee’s consideration a method for valuing the
affected investment.

11. APPENDIX A
Rebalancing Guideline
Real Return Bond Allocation

Pursuant to Section 2 of the Statement of Investment Policies & Procedures (the “SIPP”), the P&B
Committee shall make an annual determination about the adequacy of the real return bond holdings.
Should the P&B Committee determine that the allocation needs to be increased (it is not likely that
it will need to be decreased in the foreseeable future), then, subject to materiality levels that the
P&B Committee shall determine at the time, it shall (1) allocate any incoming contributions to the
Fund for such purpose, (2) allocate any excess cash in the Plan’s operating account, and (3)
authorize such selling from other Fund mandates as will be needed to raise sufficient funds to buy
the additional bonds. In determining which mandates to sell, the P&B Committee shall follow the
principles described in this guideline.

Coincident with the annual real return bond rebalancing, the P&B Committee shall rebalance the
remainder of the Fund following the principles described in this guideline, subject to materiality

levels that the P&B Committee shall determine at the time.

The P&B Committee shall delegate to appropriate staff (“Staff”) of UW the task of rebalancing the
Fund between such annual rebalancings in accordance with this guideline.

Fund Manager/Mandate Allocations (excluding real return bonds)
Section 5 of SIPP sets out the policy asset mix and ranges. Section 4 of the SIPP sets out the Fund

Manager mandates. Combining the two leads to the following Fund Manager asset mix targets,
minimums, and maximums (the “Manager Structure”):
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Mandate Minimum % Target Allocations  Maximum %
% !
Active Balanced Manager A:
Canadian Equity n/a (50) 7.5 (60) n/a (70)
Bonds n/a (30) 5.0 (40) n/a (50)
Total 7.5 12.5 (100) 17.5
Active Balanced Manager B:
Canadian Equity n/a (50) 7.5 (60) n/a (70)
Bonds n/a (30) 5.0 (40) n/a (50)
Total 7.5 12.5 (100) 17.5
Passive Balanced Manager: *
Canadian Equity n/a 5.0 (60) n/a
Bonds n/a 3.3 (40) n/a
Total n/a 8.3 (100) n/a
Passive Specialist Bond 21.7 26.7 31.7
Manager
Active Specialist US Equity 15 20 25
Manager
Active Specialist EAFE Equity 15 20 25
Manager
Total 100

'Unbracketed percentages relate to the total fund and will guide the actions of Staff and the P&B Committee
under this rebalancing guideline. Bracketed percentages relate to the particular mandate and will guide the

actions of that Fund Manager.

*The minimums/maximums for the balanced mandates cannot be precisely linked to the Canadian equity and
bond class minimums/maximums of Section 4 of the SIPP because of (a) the Fund Manager discretion for
equity/bond allocations within the active domestic balanced mandates, and (b) the multi-Fund Manager
structure for Canadian equities and bonds.

*Minimum and maximum ranges are not applicable to the passive domestic balanced mandate. The P&B
Committee has previously instructed the passive domestic balanced Fund Manager to rebalance to the target

allocation quarterly.

Actual allocations across asset classes, Fund Managers, and mandates will change over time, due to

reasons such as the following:

. Different asset classes will provide different rates of return and experience different

volatility.

. The same asset classes with different Fund Managers and mandates will provide different

rates of return and experience different volatility.

. Net external cash flows into or out of the pension fund (the “Fund”) (e.g., contributions,
benefit payments, and expenses) will affect the allocations.

The P&B Committee believes that it is in the best interests of the Fund to adopt and implement a
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structured rebalancing guideline that takes effect when any such deviation from the Target
Allocation reaches its minimum or maximum for that particular mandate.

The P&B Committee shall delegate to Staff the task of rebalancing the Fund using any one or more
of the following methods, as may be appropriate:

1.  on an ongoing basis, through the use of cash flows;

2. on an on-going basis, within the passive domestic balanced mandate; and

3.  asa special adjustment from time to time, based on exceeding any minimum or maximum.

The P&B Committee adopts the following rebalancing guidelines in respect of these methods.
1. Cash Flows

Staff shall manage the external cash flows into and out of the Fund in such a manner as to (a)
contribute to under-weighted mandates, and (b) withdraw from over-weighted mandates, to the
extent practicable.

A potential strategy to help rebalance the Fund on an ongoing basis is to re-direct internal cash
flows (e.g., the dividend and interest income) among the mandates. At this time, however, since (1)
cash flows from the real return bond portfolio are directed to the Plan’s operating account to meet
cash needs, and (2) a sizeable portion of the Fund is invested in pooled funds that do not generate
cash flows, the P&B Committee recognizes that internal cash flows in aggregate are not likely to be
material enough to have an impact on rebalancing the Fund.

2. Passive Domestic Balanced Mandate

The passive domestic balanced Fund Manager has been instructed to rebalance, on a quarterly
basis, the Canadian equity and bond allocation to its Target Allocation within the passive balanced
mandate. Staff shall monitor this activity.

3. Minimums and Maximums

Following every quarter end, Staff shall determine whether a minimum or maximum (a “Trigger
Point”) of the Manager Structure has been reached. If so, Staff shall rebalance the Fund as
described below.

Timing

Staff shall rebalance as soon as practicable.

The P&B Committee recognizes that there will be uncertain and variable time lags involved in
rebalancing the Fund. For example, the Fund Managers and the Custodian/Trustee may value
different portions of the Fund within different time frames, values may be restated after being
issued, and the Fund Managers’ pooled funds may not be valued daily or may not be open for daily

trading. Further, advance notice is required for pooled fund redemptions and the trading of
securities requires settlement time. As a practical matter, Staff will be basing their rebalancing
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transactions on outdated market values, thereby precluding a degree of precision in the rebalancing
process that the P&B Committee would otherwise prefer. The P&B Committee remains focused on
the long term and believes that a Trigger Point rebalancing process, consistently implemented on a
best efforts basis, will benefit the Fund substantially in the long term, notwithstanding the short-
term process limitations on timing and precision.

Process

Following every quarter end, Staff shall obtain the market values for the assets held under every
mandate with every Fund Manager. Staff shall collect such values as soon as practicable from the
Custodian/Trustee or from the Fund Managers directly, as they deem best, but shall attempt to
collect such values consistently from the same source(s).

Based on the market values so obtained, Staff shall determine whether any Trigger Point has been
breached (i.e., an allocation is (a) above a maximum, or (b) below a minimum).

(a) A Maximum Trigger Point is Breached

. Staff shall determine the dollar amount by which the over-weighted mandate must be reduced
to achieve its Target Allocation within the Manager Structure.

. At the same time, Staff shall identify one or more mandates that have allocations below their
Target Allocations, to which the amount determined above shall be allocated. Staff shall
determine, as they deem appropriate, the number of such under-weighted mandates to receive
an allocation and how large each allocation shall be.

. Staff shall instruct the Fund Manager of the over-weighted mandate to raise cash equal to the
amount determined.

. At the same time, Staff shall instruct the Custodian/Trustee to direct such cash proceeds to
the under-weighted mandates and in the amounts that Staff shall specify.

(b) A Minimum Trigger Point is Breached

. Staff shall determine the dollar amount by which the under-weighted mandate must be
increased to achieve its Target Allocation within the Manager Structure.

. At the same time, Staff shall identify one or more mandates that have allocations above their
Target Allocations, from which the amount determined above shall be withdrawn. Staff shall
determine, as they deem appropriate, the number of such over-weighted mandates to reduce
and how large each withdrawal shall be.

. Staff shall instruct the Fund Manager(s) of the selected over-weighted mandate(s) to raise
cash equal to the amount that Staff shall specify to them.

. At the same time, Staff shall instruct the Custodian/Trustee to direct such cash proceeds to
the under-weighted mandate.

Rebalancing Considerations

When conducting the rebalancing activities, Staff shall consider all relevant factors, including the
following:
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If Staff determine (a) that a maximum Trigger Point has been breached, but there is an
imminent cash outflow that can rectify the breach, or (b) that a minimum Trigger Point has
been breached, but there is an imminent cash inflow that can rectify the breach, Staff should
rectify the breach with the cash flow rather than through the selling/buying processes
described above. A cash flow shall be considered imminent if it is reasonably certain to occur
within three months.

In determining (a) which under-weighted mandates to increase after a maximum Trigger Point
is breached, or (b) which over-weighted mandates to reduce after a minimum Trigger Point is
breached, Staff shall consider '

. the following rebalancing priorities (in order of decreasing priority):
- the overall equity/bond allocation ;
- the Canadian, US, and EAFE allocations within total equities; and
- the balanced Fund Manager allocations;
. the degree of a mandate’s deviation from the Target Allocation; and
. materiality levels, e.g., the size of the allocation(s) and the transaction costs involved.

When Staff reduce overweighted mandates, and before reallocating the proceeds to other
mandates, they shall first consider whether some of the proceeds should be directed to the
Plan’s operating account to meet its short-term cash needs. Likewise, when Staff identify
underweighted mandates that need to be increased, and before selling other mandates to raise
proceeds therefore, they shall first consider whether the Plan’s operating account has excess
cash that may be used for that purpose.

Right of Suspension

The P&B Committee recognizes that special circumstances (for example, a period of extreme
capital market volatility) may warrant that a rebalancing action be suspended for a specified
period of time. The P&B Committee may suspend a rebalancing action by notifying Staff
accordingly in writing.

Review of Guideline

The P&B Committee shall review this rebalancing guideline at least annually and shall amend
it as needed.

March 18, 2004
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To be completed by Fund Managers immediately prior to each quarterly review.

UNIVERSITY OF WATERLOO
BOARD OF GOVERNORS
PENSION & BENEFITS COMMITTEE
January 1, 2004

This is to certify that I/we have adhered to the guidelines contained in the January 2004
version of the “ Statement of Investment Policies and Procedures” for the University of

Waterloo Pension Plan (2000), approved by the Board of Governors of the University of
Waterloo.

Signed

On behalf of

Date
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