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University of Waterloo
BOARD OF GOVERNORS
Notice of Meeting
Date: Tuesday, June 6, 2006
Time: 2:30 p.m.
Place: Needles Hall, Room 3001
Page Action
OPEN SESSION
2:30 1. Remarks from the Chair Oral Information
2:35 Consent Agenda
Motion: That items 2-4 [below] be approved and/or
received for information by consent.
2. Approval of the April 4, 2006 Minutes [enclosed] Decision
3. Report of the President
a. Recognition and Commendation Al Information
b. Sabbatical/Administrative Leaves and A2-AS5 Decision/Information
Administrative Appointments
4. Report of the Vice-President, Administration &
Finance
a. Incidental Fees A6 Decision
Regular Agenda
5. Business Arising from the Minutes
2:40 a. Report of the Governance Review Committee Decision
[previously distributed and enclosed for new members]
3:00 b. Report on UW Work-Related Injuries AT7-A8 Information
3:10 c. Sixth Decade Plan (including Faculty Oral Information/Discussion
presentations: Applied Health Sciences and
Engineering)
4:10 Break
4:20 6. Report of the President
a. 2006-07 President’s Specific Priorities A9-A10 Information
b. Environmental Scan Oral Information
4:40 7. Report of the Vice-President, Academic & Provost
a. 2006-07 Operating Budget Update Oral Information
b. 2006-07 Priorities Oral Information
c. McMaster Satellite Medical School Update Oral Information
d. Revision to UW-FAUW MOA Al1-A17 Decision
8. Reports from Committees
5:00 a. Pension & Benefits Committee Al18-A39 Decision/Information
5:10 b. Building & Properties Committee A40-AS52 Decision
72
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9. Other Business
5:15 a. Co-op Education & Career Services Oral Information
CONFIDENTIAL SESSION
5:25 Consent Agenda
Motion: That items 10-11 [below] be approved by
consent.
10. Approval of the April 4, 2006 Minutes [enclosed] Decision

11. Report of the President
a. New Appointments with Tenure CS1-CS3 Decision

Regular Agenda

5:30 12. Business Arising from the Minutes

13. Reports from Committees

5:35 a. Building & Properties Committee CS4-CS11 Decision

5:45 b. Vice-President, University Research Nominating Decision
Committee [to be distributed)

5:50 ¢. Senior Officers’ Evaluation & Compensation Oral Information

Committee [in camera]

14. Next Meeting

The next meeting is scheduled for Monday, October 30, 2006, with a pre Board orientation session
starting at 12:30 p.m. A reception will be held immediately following the meeting.

15. Adjournment
Directions to Chatterbox Farm enclosed.

Information item enclosed: May University Affairs.

Note: To allow the Board to complete a number of matters quickly and to devote more of its attention to major
items of business, 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.

A consent agenda is not intended to prevent discussion of any matter by the Board, but items listed under the
consent sections will not be discussed at the meeting unless a Governor so requests. 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.

LC:tad Lois Claxton
May 25, 2006 Secretary of the University

Please convey regrets to Tracy Dietrich at (519) 888-4567 x6125 or tdietric@uwaterloo.ca




University of Waterloo
BOARD OF GOVERNORS

June 6, 2006
Report of the President

For Information

1. RECOGNITION AND COMMENDATION

The Governor General of Canada, on the recommendation of the Canadian Decorations Advisory
Committee, announced in March the awarding of 14 Meritorious Service Decorations (Civil
Division) to individuals whose specific achievements have brought honour to their community or to
Canada. For her “major impact on resolving the critical shortage of affordable housing in the
Kitchener-Waterloo region,” Governor Mary Bales is one of these recipients.

Brent Hall (Geography) is the third Waterloo faculty member to win the Award for Excellence in
Teaching Geography, presented by the Canadian Association of Geographers. The award recognizes
teaching at any university, college, or high school in Canada; previous UW winners were

Jean Andrey in 2000 and Geoff McBoyle in 2004.

Electrical & Computer Engineering Professor Ravi Mazumdar is one of a group of three researchers
who won the Best Paper award at the recent 25th Conference on Computer Communications of the
IEEE Communications Society, held in April in Barcelona. More than 1,400 papers were eligible for
the award. Title of the winning paper is “Delay and Capacity Trade-offs in Mobile Ad Hoc
Networks: A Global Perspective.” Co-authors of the paper are Ness Shroff of Purdue University,
Indiana, and Gaurav Sharma, who had been a doctoral student under Mazumdar when he too was at
Purdue.

Distinguished Professor Emeritus Murray Moo-Young (Chemical Engineering ) is this year’s
winner of the prestigious international Khwarizimi award for his achievements in biotechnology.

The award consists of $7,000 US, a gold medallion, and silver statuette. Sponsored by UNESCO and
the Iranian Research Organization for Science and Technology, the award is given for recognized
international excellence in any branch of science. It is named after the famous Persian scientist-
mathematician, al-Khwarizimi (born ca 800 AD), who invented Algebra and the concept of
algorithm.

The University of Waterloo is among the top five teams in North America’s prestigious William
Lowell Putnam Mathematics Competition (administered by the Mathematical Association of
America), which draws students from 550 post-secondary institutions. Waterloo students competed
against 3,545 students in the United States and Canada. Since 1985, Waterloo has been consistently
in the top 10 of the Putnam for all but two years. The Waterloo team members were

Olena Bormashenkeo (Applied/Pure Mathematics), Ralph Furmaniak (Computer Science), and
Xiannan Li (Applied/Pure Mathematics). Furmaniak was among the top 25 students, while
Bormashenko and Elyot Grant (Computer Science) received honorable mentions for being in the top
75. Professor Stephen New (Pure Mathematics) coached the UW students. This year, the top four
teams were Harvard, Princeton, Duke and Massachusetts Institute of Technology.



BOARD OF GOVERNORS
June 6, 2006
REPORT OF THE PRESIDENT
A. SABBATICAL LEAVES — for approval
University of Waterloo Policy 3 “Sabbatical and Other Leaves for Faculty Members” [excerpts
below, full text available at: http://www.adm.uwaterloo.ca/infosec/Policies/policy3htm] sets out

the purpose of sabbatical leaves as well as the requirements/responsibilities of faculty who are
granted such leave.

The granting of a leave . . . depends on the University’s assessment of the value of such leave
to the institution as well as to the individual, and on whether teaching and other
responsibilities of the applicant can be adequately provided for in her/his absence. A faculty
member who is granted a sabbatical or other leave is expected to return to duties in the
University for at least one year and upon return will be expected fo submit a brief report to
the Department Chair regarding scholarly activities while on leave.

The purpose of a sabbatical leave is to contribute to professional development, enabling
members to keep abreast of emerging developments in their particular fields and enhancing
their effectiveness as teachers, researchers and scholars. Such leaves also help to prevent
the development of closed or parochial environments by making it possible for faculty
members to travel to differing locales where special research equipment may be available or
specific discipline advances have been accomplished. Sabbaticals provide an opportunity for
intellectual growth and enrichment as well as for scholarly renewal and reassessment.

.. . the granting of sabbatical leave is contingent upon the faculty member’s department
being able to make the necessary arrangements to accommodate such an absence, and also
upon the financial resources of the University in any given year. Should problems arise in
any of the above, it may be necessary to postpone individual requests until such time as all
the conditions can be satisfied.

Claudio Canizares, Electrical & Computer Engineering, six months, September 1, 2006 to
February 28, 2007, at full salary.

I plan to spend this leave as a Visiting Professor in ETH, Zurich, Switzerland, the Universities of
Castilla-La Mancha and Seville in Spain, and the Politenico di Milano, Italy, primarily to
continue with my research work in stability-constrained optimization techniques and their
application to dispatch and pricing in competitive electricity markets.

Brent Doberstein, Geography, six months, July 1, 2006 to December 31, 2006, at full salary.
I will complete two research projects involving travel to Asia, and finish several publications
from research already completed. I will also present at two conferences (October and
December).

Brian E. Forrest, Pure Mathematics, six months, September 1, 2006 to February 28, 2007, at full
salary.

My sabbatical will primarily be devoted to a series of ongoing research projects in the field of
abstract harmonic analysis. I intend to visit collaborators in a number of universities within
Canada and abroad. Iwill also spend a portion of the leave developing both print and online
material for various courses.



Keith O. Geddes, School of Computer Science, twelve months, September 1, 2006 to August 31,
2007, at 91.9% salary.

My location will be Simon Fraser University’s CECM research group. Iwill study recent
literature on new algorithms for definite integrals and implement the algorithins in a computer
algebra library. With Fred Chapman (former Ph.D student), we plan to publish convergence
results for tensor-product series. Based on pioneering work by Stetter (2004), I will develop
algorithms for Numerical Polynomial Algebra.

Robert Gorbet, Electrical & Computer Engineering, six months, September 1, 2006 to
February 28, 2007, at full salary.

I intend to use this sabbatical as a much-needed period to focus on research, writing, and
submitting several journal papers. I will focus my research plan for the short term and plan for
an upcoming increase in research activity due to the expected success of several outstanding
research grants.

M. Anwarul Hasan, Electrical & Computer Engineering, twelve months, September 1, 2006 to
August 31, 2007, at 85% salary.

During the proposed sabbatical leave, I will continue my ongoing research efforts on
cryptographic computations and their security issues. I intend to visit three research teams/labs
in France that work in similar areas. In addition, new collaborations with industry will be
explored.

Richard Hughson, Kinesiology, twelve months, July 1, 2006 to June 30, 2007, at full salary.
The sabbatical will provide time for me to: 1) complete an analysis of data from a major
collaborative study just completed in France and prepare manuscripts, 2) have a flexible
schedule required for our first space flight experiments happening in Russia in 2007, and 3)
initiate new collaborative efforts with colleagues in London, Ontario to access magnetic
resonance spectroscopy to study blood flow and metabolism.

Scott Jeffrey, Management Sciences, six months, September 1, 2006 to February 28, 2007, at full
salary.

This leave will allow me to prepare my tenure and promotion file as well as get additional
articles into press and under review.

Lyndon Jones, School of Optometry, twelve months, September 1, 2006 to August 31, 2007, at
85% salary.

During the sabbatical leave I will: (i) develop enhanced collaborations with colleagues at
McMaster University (in Chemical Engineering and Chemistry), Ohio State University, USA (in
Chemistry and Optometry) and at the University of New South Wales, Sydney, Australia
(Optometry). The aim is to develop new skills and write grant proposals, (ii) write manuscripts —
eight of my graduate students will complete their studies this year, (iii) finish a book on contact

lens materials and solutions for Butterworth-Heinemann, and (iv) renew my current NSERC-
CRD.

Robert J. Le Roy, Chemistry, six months, January 1, 2007 to June 30, 2007, at full salary.

My primary focus for this period will be to continue work on two book projects: an introductory
spectroscopy textbook (tentatively entitled “4 Spectroscopy Primer”) based around the content of
the course Chem. 209, and a research monograph on potential energy functions in molecular

spectroscopy (tentatively entitled “Energies, Intensities and Potentials — A Spectroscopy
Toolkit”).

A3



Donald McKay, School of Architecture, twelve months, September 1, 2006 to August 31, 2007,
at full salary.

During my sabbatical I plan to complete two pieces of work. The first is a book of photographs
and essays on the cultural significance of the American landscape, and its infrastructure. The
second is a monograph on three buildings designed and built over the last several years.
Completion of the first is the most important.

Paul J. Schellenberg, Combinatorics and Optimization, twelve months, July 1, 2006 to June 30,
2007, at full salary.

I plan to spend much of my sabbatical in Waterloo, continuing my research studies on the
existence of combinatorial designs. I want to become more involved in research activities of the
Centre for Applied Cryptographic Research. This will require significant reading and study.

Finally, I plan to work with my colleagues in the department to make revisions to course notes for

MATH 239 and ECE 103.

John Straube, Civil Engineering and School of Architecture, six months, July 1, 2006 to
December 31, 2006, at 85% salary.

The sabbatical will be used to complete several research projects, to write technical papers, and
to visit Building Science research institutes in Alaska, Germany, and New Zealand.

Edward A. Sudicky, Earth Sciences, twelve months, September 1, 2006 to August 31, 2007, at
full salary.

My plans are o further enhance collaborative research with colleagues in Germany, the United
States, South Korea, and Canada on modelling integrated surface/subsurface flow systems, and
prepare a series of research papers on this topic based on recently completed research.

Weidong Tian, Statistics & Actuarial Science, six months, September 1, 2006 to February 28,
2007, at full salary.

During my sabbatical leave I plan to remain in Waterloo to work with Professor Phelim Boyle on
some joint projects. However, there will be some short-term visits to collaborate with
researchers at Boston University, MIT and Beijing. I also plan to attend the annual meeting of
the AIA.

Frank Tompa, School of Computer Science, twelve months, July 1, 2006 to June 30, 2007, at
full salary.

The sabbatical leave will be used to begin writing a textbook on XML (co-authored with
Professor Airi Salminen, University of Jyviskdld) and to collaborate on research in the area of
database integration with Professor Renée Miller and Professor Nick Koudas, University of
Toronto.

Robert Jan Van Pelt, School of Architecture, twelve months (splif), January 1, 2007 to June 30,
2007, at 85% salary, and January 1, 2008 to June 30, 2008, at 85% salary.

I am under contract with WW Norton (New York) to deliver a book-length manuscript on the
history of Jewish refugees from Nazi Europe by November 1, 2007. I intend to use the first part
of my leave to finish this book, and to use the second part of this leave to begin a new project
entitled “A History of the German East and Polish West”’

Johnny W. Wong, School of Computer Science, twelve months, September 1, 2006 to August
31, 2007, at full salary.

I plan to work on three research problems.: dynamic resource provisioning in computer systems,
performance and scalability of information delivery service and resource management in wireless
networks. Ialso plan to visit the IBM Toronto Lab Centre for Advanced Studies, Queen’s
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University and perhaps Georgia Tech. I expect to be at Waterloo for approximately 75% of the
time.

John L. Wright, Mechanical Engineering, six months, January 1, 2007 to June 30, 2007, at full
salary.

A demand exists for glazing and shading system models for building performance simulation.
Software is being produced under an ASHRAE research contract and work will continue through
an NSERC network grant. It is hoped that this time will enable these tasks to be more fruitful.
Some "blue sky" research, and a small amount of travel, will be pursued if possible.

. ADMINISTRATIVE LEAVES - for approval

Paul J. Schellenberg, Combinatorics & Optimization, four months, July 1, 2007 to October 31,
2007, at full salary.

Johnny W. Weng, School of Computer Science, four months, September 1, 2007 to
December 31, 2007, at full salary.

. ADMINISTRATIVE APPOINTMENTS — for information

Frances Allard, appointed as Associate Dean, Undergraduate Studies, Faculty of Applied Health
Sciences, July 1, 2006 to June 30, 2007.

Daniel Brown, appointed as Director of First Year Studies, School of Computer Science, Faculty
of Mathematics, September 1, 2006 to June 30, 2007.

William Cunningham, appointed as Chair, Combinatorics & Optimization, Faculty of
Mathematics, July 1, 2006 to June 30, 2009.

Riemer Faber, appointed as Chair, Classical Studies, Faculty of Arts, May 1, 2006 to April 30,
2009.

David G. John, appointed as Acting Chair, Germanic & Slavic Studies, Faculty of Arts, July 1,
2006 to December 31, 2006.

George Labahn, appointed as Acting Director, School of Computer Science, Faculty of
Mathematics, July 1, 2006 to December 31, 2006.

Kevin Lamb, appointed as Chair, Applied Mathematics, Faculty of Mathematics, July 1, 2006 to
June 30, 2009.

Tamer Ozsu, appointed as Director, School of Computer Science, Faculty of Mathematics,
January 1, 2007 to June 30, 2010.

James Rush, appointed as Associate Dean, Graduate Studies and Research, Faculty of Applied
Health Sciences, July 1, 2006 to June 30, 2007.

Bryan Smale, appointed as Associate Dean, Computing and Special Projects, Faculty of Applied
Health Sciences, July 1, 2006 to June 30, 2009.
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Recommended Changes to Incidental Fees
June 6, 2006

Student Coordinated Plan

It is recommended that the compulsory fee for the original Student Coordinated Plan,
assessed and collected from all full-time undergraduate students be increased from
$30.97 to $31.68 effective September 2006 (Fall term). Combining the $31.68 fee with
the $13.80 fee approved to fund the recent Student Life Centre and Columbia Icefields
additions, results in a total Student Coordinated Plan fee of $45.48 per term.
Comments:

- collection of the original Student Coordinated Plan fee was approved by the
Board of Governors in April 1992

- the original fee is indexed based on the annual change in the Ontario Consumer
Price index as of March 31% of each year. The Ontario CPI at March 31, 2006
was 2.3%

- the additional $13.80 per term fee was approved by the Board of Governors in
October 2002 at the time the construction contracts were awarded for the recent
building additions. This portion of the fee is fixed for a period of twenty-five
years

Society of Waterloo Architecture Students
It is recommended that a compulsory $10.00/term fee be assessed and collected from all
full-time graduate students in Architecture effective September 2006 (Fall term).
Comments:
- areferendum was conducted in fall 2005 and approved by GSA Council in
December
- payment of the fee is required at the time of fee arrangement but students may
obtain a refund by applying to the society within three (3) weeks after the start of
lectures

Association of Graduate Geographers
It is recommended that a compulsory $3.33/term fee be assessed and collected from all
full-time and part-time graduate students in Master of Applied Environmental Studies
(Local Economic Development and Tourism Policy & Planning plans) and Master of
Environmental Studies (Environmental & Resource Studies) effective September 2006
(Fall term).
Comments:
- areferendum was conducted and approved by GSA Council in February
- the Association of Graduate Geographers (AGG) is an existing fee which will
now include the specific MAES and MES students
- payment of the fee is required at the time of fee arrangement but students may
obtain a refund by applying to the society with three (3) weeks after the start of
lectures. The AGG fee becomes refundable to all students assessed the fee

Dennis Huber
Vice President,
Administration & Finance
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University of Waterloo
BOARD OF GOVERNORS

Report on UW Work-Related Injuries
June 6, 2006

This report is in response to the Board’s request at its April meeting for more detail on time lost due to
work-related injuries.

As the attached summary shows, between 2002 and 2005:

o full-time Workplace Safety & Insurance Board [WSIB]-insured employees increased (5539 to 6209)

o lost time injuries decreased (42 to 25)

e frequency rate (injuries per 100 FTE employees) declined (0.76 to 0.40)

e days lost for all injuries increased (1346 to 1835)

° severity rate has risen (24 to 29)

e units within UW with the most days lost due to injury in 2005 are generally clustered within the
higher risk areas: Plant Operations (127), Housing (137), Library (86) and Food Services (21)

Commentary

all occupational groups on campus are insured under UW’s WSIB account; some Ontario universities
contract out higher risk services such as custodial and food operations and this skews the WSIB
comparison among universities

most universities do not include student unions and federations in their WSIB account, as UW does
UW has a culture of requiring staff to report work-related injuries and, with respect to leave, operates
in a generally compassionate environment

there may be some statistical randomness due to the numbers of employees and injuries; for example,
the 86 days lost for the Library in 2005 (above) is an anomaly but one that will have considerable
impact both for 2005 and potentially for going forward

universities belong to WSIB Rate Group 817: Educational Facilities, which includes museums
libraries, and post-secondary non-university operations. Universities account for about 77 percent of
the rate premiums. The premium for this rate group in 2005 was $0.33 per $100 payroll; this
compares, for example, to premium rates for higher risk groups: $2.28 for food and sales, $3.16 for
janitorial services, $2.58 for motor vehicle assembly and $1.62 for local government services

Going Forward

@

Return to Work Principles have been revised to involve senior managers as soon as a functional ability
assessment of an injured employee has been done to expedite accommodation and return to work
Senior Management Health and Safety Committee will meet regularly to review major cases

training of supervisors continues with respect to accommodation for return to work

Human Resources is endeavoring to give injured workers preferred treatment in job placement

Lois Claxton
Secretary of the University
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UW Work Related Reported Injuries Summary

2003 and 2004 pending, subject to final adjustment

Calendar Year 2005 2004 2003 2002
FTE # UW Employees WSIB Insured 6,290 5,929 5,579 5539
(derived from earnings)
# of UW Lost Time Injuries 25 34 34 42
Frequency uw 0.40 0.57 0.61 0.76
Rate
ggié‘r‘es f’er 100 WSIB Rate Group 817: N/A 0.52 0.55 0.58
employees) | Educational Facilities
UW Days Lost for all Injuries Regardless 1,835 1,792 1,729 1,346
of Injury Date
(UW Days Lost During Same Calendar Year as Injury) (448) (362) (498) (412)
Severity Uw 29 32 31 24
Rate
(days lost per WSIB Rate Group 817: N/A 23 21 20
100 FTE . e
employees) Educational Facilities
WSIB Premium Rate per $100 Payroll $0.33 $0.35 $0.36 $0.34
Rate Group 817
UW’s WSIB Assessment $749,272 $751,224 $714 157 $627,922
NEER Rebate (Surcharge) N/A $143,571 $107,812 ($52,947)

Data is from Workplace Safety and Insurance Board (WSIB) except for “UW Days Lost During Same Calendar Year as Injury” which

is from Safety Office records.
N/A - WSIB has not yet released information.

2005 Comparison - UW Days Lost During Same Calendar Year as Injury

Organizational Area Days Lost # FT Employees
Faculties (all) 10 1,647
Federation of Students 12 12
Food Services 21 93
Housing 137 90
Library 86 122
Plant Operations - Custodial 47 137
Plant Operations - All Other Sections 80 171
All Other Academic Support Depts. 55 766

Kevin Stewart
Safety Office
May 26, 2006
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April 2006

President’s Specific Priorities 2006-2007

1. Excellence

Vision
Continue focused work to craft Sixth Decade Planning and build into Faculties
Formulate and communicate long-term vision

. Undergraduate Education

Strengthen quality by raising admission standards systematically in every Faculty
Diversify base with out of province and out of country increases

New academic plans to respond to new opportunities and core strengths
Continued implementation of strategic plan for Cooperation Education and
Career Services

Nurture the culture of excellence in teaching and learning

Take steps to enhance research experience

Continue internationalization enhancement by systematic implementation of the
report Strengthening our Global Connections: The Next Phase of
Internationalization at UW

Continue efforts to increase student support

Graduate students and Post Docs

Continued implementation of Sedra Report on Grad Studies

Increase numbers as rapidly as possible and affordable and enhance quality and
diversity and coordinate closely with Ontario plan to double grad student
enrolment over 6 years

New grad programs where appropriate

Greater recognition of post-doc presence and importance

Continue efforts to increase student support

D. Research

Broaden base and increase intensity across university

Strengthen clusters especially around 5 research core themes of information
technology, health, environment, materials and systems, society and culture and
build selected peaks of excellence

Increase large multi-partner projects with top priority emphasis on building the
Institute for Quantum Computing, increasing links with Perimeter Institute and the
Centre for International Governance Innovation and the McMaster/UW Health
Sciences and nanotechnology initiatives

Develop new emphasis on technology transfer especially through Accelerator
Centre and new Ontario Ministry of Research and Innovation

Focus around core strengths and careful choices

Implement report on benchmarking with peer national and international
institutions

Recruit best faculty and staff, and accelerate their development into excellent
performance

Strategic resource allocation with emphasis on core quality areas
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2. Income Diversification

Major focus on taking UW campaign from $260m original target to $350m new
target, revising and expanding academic priorities to July 2007

Bring annual private support from $8m in 1998 to sustained $50m per year by
2007. Develop strategies to take us beyond $50m per year post 2007.
Strengthen ODAA complement and further decentralize into Faculty and
Departments and other Service Units

Strengthen Innovative Government support - Kitchener/Pharmacy/Health
Sciences Campus, IQC/Nanotech, R and T Park and North Campus/all
Governments

Increase Direct and Indirect Research income 10 to 15% per year for next 5
years and broaden grant, contract, license, royalty sources

Continue mix of tuition rates within Board approved policy and work within MTCU
4 year tuition framework

3. Strengthen Community

o

Continue case for public support for pse and R&D with focus on new Federal
Government, Ontario Ministry of Research and Innovation and initiatives like the
proposed Smart Nation Act

Careful focus to do less with less i.e. identify core responsibilities

Aggressive efforts to strengthen undergrad and grad financial support and
implement Sedra Report to reduce financial barriers

Identify and respond to academic and administrative support stress points
Review and expand student housing both on and off campus and the nature of
residential living and implement Living Learning Report and prepare for doubling
of grad students over 6 years

Ensure accountability and access to information while respecting and protecting
the privacy of individuals

Be proactive in conducting studies/surveys to review performance and inform our
benchmarks

Build on mutually supportive relationships with the affiliated Colleges and
Universities and collaborate on their academic growth initiatives and residence
build up

Strengthen external community relations and alumni relationships
Communicate regularly with external communities and with internal communities
to effect information flow and improve morale

Strengthen staff development opportunities

Provide stable, competitive salary and benefit policies and capacity to reward
exceptional merit

Strengthen the openness and effectiveness of collegial institutions

Focus IT and e-learning initiatives on opportunities to improve service quality and
to reinforce culture of innovation

Reinforce our culture of personal human touch and courtesy within a large
community

AlD



To: Board of Governors

From: Amit Chakma, Vice President Academic and Provost
Date: May 25, 2006
Topic: Revision to UW-FAUW MOA regarding ending of mandatory retirement

The University of Waterloo administration and the Faculty Association of the University
of Waterloo have reviewed the UW-FAUW Memorandum of Agreement, dated 8 October 2004,
with regard to changes which are needed as a result of provincial legislation ending mandatory
retirement in December 2006.

Since there are faculty and staff who will turn 65 between now and December 2006, it
was agreed that if necessary arrangements could be made it would be desirable to introduce the
ending of mandatory retirement before December. In that context, I am pleased to report that
both sides have reached agreement regarding necessary changes to the MOA. As a result, |
recommend that the Board of Governors at its 6 June 2006 meeting make a decision to end
mandatory retirement effective June 7, 2006.

The changes to the MOA related to ending of mandatory retirement are primarily of a
housekeeping nature, and involve:

(1) changing wording to remove reference to mandatory retirement at age 65 (Section 8.4(d))
(2) changing wording to reflect new arrangements related to pension and benefits once
mandatory retirement is ended (Sections 7.1, 8.15, 8.16)

(3) clarifying the new provisions for retirement arrangements (11.3.1, 11.3.2, 11.3.3, 11.3.4,
17.1)

(4) avoiding conflict with the Human Rights Code by removing age-related statements (Sections
11.2.1,17.1).

(5) updating to reflect the new salary settlement, effective 1 May 2006.

To avoid conflict with Human Rights Code provisions, Section 17.1, which relates to
arrangements for lay-offs as a result of financial exigency or program redundancy, has been
rewritten. This has been done on the basis of advice from the UW solicitor. In the context of this
change, there is a very low probability risk that a faculty member would be able to collect a
pension and a severance or pay cheque at the same time, but if that were ever to happen it would
be for a very short time. Both UW and FAUW do not like the possibility of this sort of double
payment in a situation of financial exigency, but to avoid this would put us in violation of the
Human Rights Code.

Appendix 1 provides all the proposed changes.

This is one of two documents amended to address elimination of mandatory retirement. The
second is contained in the Report of the Pension and Benefits Committee (see: June 6 agenda
8.a., Elimination of Mandatory Retirement re: UW Pension and Benefits Programs).

All



Appendix 1

ARTICLE 2: RECOGNITION AND RIGHTS OF THE ASSOCIATION
2.1 Recognition

2.1.1 The University recognizes the Association as the sole representative of the following groups of
University employees (hereinafter referred to as Members) with regard to terms and conditions of
employment:

(a) all regular faculty members (Policy 76, {l.A) who hold definite term, probationary, tenured, or
continuing appointments, on either a full-time or fractional-load basis; and

{b) allpart-time faculty members (Policy 76, 11.B) who hold definite term appointments of one year
or more with either a FTE of at least 50% (as if specified in the letter of appointment) or a base salary of at
ieas% 60% g”f ihe saiaw floor for the member's rank. The University will inform the Association when such

212 For added clarity, the Parties agree that the following are not Members and are not represented
by the Association under this Agreement;

{a) faculty members who hold senior administrative positions at the level of dean or above,

{b) faculty members with visiting appointments, research appointments, unpaid adjunct
appointments, special appointments, or part-time faculty membem wﬁs m d de“? te %@rm
appointments of one year or more with. less than 50% (
app@mtm@m} and a base salary less than 50% of the salan ﬁo@?‘ for %he member's rahk
{(Policy 78, 11.B)

ARTICLE 7: NON-DISCRIMINATION

7.1 The Parties agree that all Members have a right to equal treatment with respect to employment and that there
shall be no discrimination, interference, restriction or coercion exercised or practised towards any Member
iﬁ r@»sgg@@i t@ ap;aozﬁ%m%n% beﬂeﬁts disma@%i @r@me% ion, rank, i"é@pp@ intment, salary, tenure or any other

ot for t pension and benefit conditions as
enshap, ema er %@y @%ai:us c@iew

Gcﬁﬁpa%aoﬁai r@quaf@mem)x m@ﬁiai 3%%%&& mem
emotional ill health or disability (except where the Mer b@f sfuses to se@k m@d ’fca% tre@tmém @ndio? Wﬁé?’é
the physical or emotional ill health or disabll a%y would clearly gs*evem the carrying out of the required duties of
the position), place of origin, political or religious affiliation or belief, pregnancy, race, sexual orientation, or
any activity ;»uz*suam to the principles of academic freedom and responsibilities set out in Article 6.

8.4 The only disciplinary measures which may be taken by the University against a Member are the following:
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(a) A letter of warning or reprimand. Such letters must be specific and must be clearly identified as
disciplinary measures.

(b) Suspension with pay. Suspension is the act of relieving a Member, without her/his consent, of
some or all university duties and/or privileges.

{c) Suspension with partial pay, or without pay, or a fine in lieu thereof, where appropriate.

{d) Dismissal for cause. For Members with tenure or continuing lecturer appointments, dismissal
means the termination of appointment without the Member's consent. prierte-the-tatestretirementdate: For
all others, dismissal means termination of appointment without the Member's consent before the end of the
contract. Non-renewal of definite term or probationary appointments and denial of tenure do not constitute
dismissal:

8.15 Where the disciplinary action is dismissal for cause, suspension with reduced pay or a fine in lieu thereof, the
Member shall retain full salary and be nefits (subiect o the rules and requlations of UW benefit programs (see
Article 11.1.3)) until the time limit for filing a grievance under Article 9 has expired. If the disciplinary action
is grieved, the Member shall retain full salary and benefits for a period of one year from the date of the
disciplinary decision in 8.12, or until the grievance and arbitration procedures set out in Article 9 have been
completed, whichever is eaﬂier. In the event that the Tribunal or Arbitrator finds in favour of the Member, any
lost compensation shall be restored.

8.16 Notwithstanding 8.15, eligibility for full salary and benefits shall not extend beyond the Member's tatest

retirement date (if a retirement date exists), nor beyond the termination date for a definite term or probationary
appointment terminated in accordance with Policy 76. Furthermore, the University may terminate salary and
benefits if, during the period referred to in 8.15, the Member accepts outside employment in excess of the
normal guidelines as specified in Policy 49.

11.2 Vacation Entitlement

1124 The annual vacation entitlement for Members with appointment duration of one year or more shall
be one month during each of the first ten years of employment. “?%a@ a%mwa @nﬁtiemem shaii mc?“e%s@ o cm@
mcﬁﬁa p us one week in the earlier of the eleventh vear of empleymenterth h ; tto-horma

antdateM er’s-55" birthday , of at the earliest possible a*e’tirem%ﬂt @aie L%ﬁde?’ ﬁae p@ﬂsi'@ piéﬁ\

11.3 Retirement

11341  ‘Retirement refers to termination of employment at the University of Waterloo. Receiving a UW

1132

zezs;eﬁ Plan) fof U ’ ty @m@ ayeés is %he %‘m day @f %he ?ﬁ@ﬁﬂ‘z %ii@v«aﬁg or c@%m%dem wﬁ%h ﬁaé 66“‘
irthday
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11.4 Conversion of Vacation Entitlement Prior to Retirement at Age 66 or Eatrlier

11.4.1 Under the conditions set out below, a Member may opt to convert (the "Conversion Option") one
week of annual vacation entitlement in each year preceding retirement (to a maximum of three) into

a one-time 2% salary increase based on the Member's salary i in the immediately preceding salary year.
The 2% increase will be calculated on the Member’s base salary immediately prior to the start of the
salary year during which it takes effect. Both the salary increase and the reduction in vacation will be
ongoing until the Member's retirement date.

11.4.2 Eligibility date for conversion of vacation entitlement shall be not later than April 30, 2013 with
retirement on or before May 1, 2016.

11.4.3 The Member shall submit the Conversion Option to the University within three years (or earlier) of
his or her intended retirement date. The latest eligibility date for the Conversion Option shall be the
Member's 65" birthday, with a retirement date no later than the end of the academic term (i.e., either
30 April, 31 August, or 31 December) during which he or she turns 66.

11.4.4 Where the Member notifies the Un wersﬁy prior to the earliest ellcublhty date, the 2% salary increase
shall take effect on the earliest ehg:b:l ity date (three years prior fo the retlrement date). Where the
Member notifies the University after the earliest eligibility date, the 2% salary increase shall take effect
on the first day of the month following such notification.
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11.5.4 An unspent FPER balance cannot be carried forward. However-effective-May-+H-1997; Allowable
expenses that exceed the maximum FPER in a particular year may be carried forward for up to three years,
provided that they are documented on the FPER Plan claim form for the year in which the expenses were
incurred.

11.5.5 Effective May 1, 2662 2006, the maximum annual amount of the FPER shall be $4+-2394 $1,524.
Oneach subsequent May 15‘ the F PER shall be indexed by the annual average percentage change (January
to December) in the Canada Consumer Price Index for the immediately preceding year.

ARTICLE 12: TERM OF AGREEMENT ~ DURATION

12.1 This Agreement shall come into effect upon ratification by the Parties, shall be binding on both Parties, shall
remain in effect until April 30, 2000, and may not be opened prior to that date except by mutual consent of the
Parties or as provided in 12.2 below.

12.2 Irrespective of the provisions of 12.1 the Parties agree to undertake additional negotiations as-fettows:—{join
up this sentence] ...

{&y) regarding the proposed inclusion of librarians as Members for the purposes of this Agreement, as
defined under 2.1.1, starting no later than November 1, 1998;

13.2 Facuity Salary Structure

13.21 The salary structure for regular faculty members shall consist of a salary floor and two thresholds
for each of the four ranks and for Clinical Lecturers in Optometry, together with the Selective Increase Unit
(8I1). The values shown in the table below shall apply effective May 1, 2862 2006.

Floor Threshold (T1) Threshold (T2)

Lecturer $37745 $76-699 $86:275
$47.973 $92 427 $107 565

Clinical Lecturer (Optometry) $48:529 $86:275 $162:452
$61.831 $113,748 $127,713

Assistant Professor $48-529 $97-666 $124-620
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$61,831 $127,927 $154,578

Associate Professor $66:932 $9+660 $124-020
$77.822 $127,927 $154,578
Professor $78487 $97-060 $124-626
$99,143 $127,927 $154.578
Selective Increase Unit (S1U) $2-686
$3.,024
13.3.3 {a) A Member's selective salary increase depends both on her/his annual performance rating

(actual R) and on the position of the Member's salary relative to the thresholds T1 and T2 for her/his rank.
Thus the annual performance rating (adjusted R) for purposes of calculating a Member's selective
increase amount may not be the same as the annual performance rating (actual R) determined as
specified in 13.5.5. The appropriate values for the adjusted annual performance rating shall be determined
in the following way:
If salary is less than T1 then adjusted R is actual R
If salary is equal to or greater than T1 but less than T2 then adjusted R is actual R less 0.75
If salary is equal to or greater than T2 then adjusted R is actual R less 1.25

The value of adjusted R shall never be less than 0

(b) The actual dollar value in any ¢ one year associated with an adjusted R of 1.0 in each
Faculty is calculated by adding all individual adjusted ratmgs in that Facu!ty together, and
dividing the resulting number into the total value of that Faculty's Selective Increase Pool
as determined by 13.3. 2 and-$3-3-3+ch. All other adjusted R values are assigned a
selective increase dollar value by multiplying the adjusted R value by the dollar value of
an adjusted R of 1.0,

Effective 1 May 2d06, the University will provide annually an Anomalies Fund for each
Facu!ty equalin value to fxve Qercent of that Faculty s Seiectlve Increase Pool, to cotrect

individual salary anomalies. These special permanent increases regulre the approval of
the Vice President Academic and Provost (VPA&P) who shall consult with the President

of the Association. Any unspent amount in the anomalies fund of a given Faculty will be
carried forward to the next salary vear.
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ARTICLE 17: LAY-OFFS

171

Preamble

Under normal circumstances, no Member shall be dismissed, suspended, suffer employment
conifract termination, or otherwise be penalized with respect to terms and conditions of
employment and/or rights and privileges relating to employment for budgetary reasons. Lay-off
of Members who hold ongoing appointments (whether continuing, tenured, or probationary-
term) or definite-term appointments (in advance of their normal expiry date) is an exceptional
action which may occur only in accordance with Article 15 or Article 16 together with this
Article.

Lay-off pursuant to this Article is not dismissal for cause, and shall not be recorded or reported
as such.

All payments under this Article shall be based on a Member's nominal salary (or actual salary
for Members on reduced load as defined in Policy 59 or on fractional-load appointments as
defined in Policy 76). However, in no case shall the number of months during which salary is
paid under this Article exceed the time remaining until a Member's officially declared mormat
retirement date according to Article 11.3.3. erinthe-ease-of financiatexigency tbutnot
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Pension & Benefits Commiftee
Report to the Board of Governors — June 6, 2006 page 2

return bonds, the actuarial value of assets is calculated by discounting the projected cash flow from
the bonds using a discount rate of 4%, to be consistent with the rate used to discount the liabilities.

Solvency Basis. A valuation conducted on a solvency basis is to determine the relationship between
the respective values of the plan’s assets and its liabilities assuming the plan was wound up and
settled on the valuation date. In accordance with the Pension Benefits Act, it is permissible to
exclude certain contractual benefits (e.g., indexing) from the solvency liabilities in order to limit the
magnitude of additional funding requirements for solvency purposes. This is because such
additional solvency funding obligations are quite volatile and erratic as they are based on interest
rates and the market value of the assets in effect at each particular valuation date. Ignoring these
obligations for solvency funding purposes does not, however, alter the contractual obligation with
respect to indexing in place under the terms of the pension plan (the liability for indexation benefits
is reflected in the going concern valuation position and funding requirements). The solvency
calculation reported below excludes indexation. The solvency liability for indexation benefits is
approximately $268 million at January 1, 2006, resulting in a wind-up deficit of approximately $143
million at January 1, 2006.

01.01.2005 01.01.2006
Market value of assets (net of wind-up expenses) $789,617,090 $856,603,446
Solvency liability $659,902,949 $731,816,028
Solvency excess $129,714,141 $124,787,418

Funding Requirements. The following table identifies the funding requirements on an ongoing
basis. The requirement for 2006 is shown before taking into account the funding excess that may be
utilized. In 2006, the University will be contributing at the rate of 165% of employee contributions,
thereby utilizing a small amount of the funding excess.

Funding Requirements (annualised) 2005 2006 (reflects increase in
the maximum pension)

Total current service cost $27,908,113 $30,093,943
Estimated members’ required contributions ($10,688,184) | ($11,206,131)
Estimated University’s current service cost $17,219,929 $18,887,812
University’s current service cost as a percentage of members’ 8.4% 8.7%

pensionable earnings

University’s current service cost as a percentage of members’ required 161% 168.5%
contributions

Unfunded past service cost liability amortized over 15 years $490,668 N/A

TOTAL University contribution as a % of members’ required 165% 168.5%
contributions

Reconciliation of Plan Assets. As at January 1, 2000, the assets of the pension plan fund held by
the various investment managers had the following market values:
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Investment Manager Market Value at

December 31, 2004

Market Value at

December 31, 2005 (rounded to
nearest 1,000 excluding amounts
receivable or payable)

Operating Account

$2,134,831

$2,445,000

Invesco Fund

$119,429,119

$128,741,000

McLean Budden Fund

$102,865,312

$119,773,000

Highstreet Fund

$65,805,770

$83,547,000

TD Fund

$316,070,874

$324,617,000

Real Return Bond Fund

$183,688,671

$199,105,000

Total Fund $789,994,577 $858,232,000
Membership Data

Membership Data Jan. 1, 2003 Jan. 1, 2004 Jan. 1, 2005 Jan. 1, 2006

Active Members 2891 3025 3113 3141

LTD Members 74 76 71 81

Suspended Members 6 7 11 9

Current Pensioners 1173 1179 1209 1248

Deferred Pensioners 317 320 356 376

Total 4461 4607 4760 4855

History of Asset Returns. The following table shows the history of asset returns for the last six

years:
Year Ending Return on Market Value * Interest Rate Credited on
(After Expenses) Employee Contributions **
December 31, 2000 8.04% 12.88%
December 31, 2001 -4.18% 9.86%
December 31, 2002 -4.59% 5.65%
December 31, 2003 12.16% 2.51%
December 31, 2004 9.40% 2.86%
December 31, 2005 9.65% 3.20%

The returns (after all expenses) on market value have been calculated assuming contributions and benefit payments take

place in the middle of the year.

* Excluding real return bonds

#* Four-year arithmetical average rate of return on assets, excluding real return bonds, calculated at December 31* of prior
year. Interest rate to be credited to December 31, 2006 is 6.66%.
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3.

ELIMINATION OF MANDATORY RETIREMENT RE UW PENSION AND BENEFITS
PROGRAMS

Motion: To approve the recommendations noted below with respect to benefits (extended health
care, dental, sick leave, long term disability, life insurance) and pension (pension calculation;
amendment #9, sections 5.03, 6.03 and 11.05) as explained below and in Attachment #2.

Background: Over the last several months, the Pension & Benefits Committee has been discussing
the effects of the elimination of mandatory retirement on UW’s pension and benefits programs:
what is appropriate coverage for employees beyond the age of 65; the effects of a workforce beyond
age 65 on benefit premiums; and the long-term viability of the Pension Plan.

o Normal Retirement Date will continue to be 65 years of age although employees will be able to
continue employment as long as they are able to perform their jobs.

e All employees must begin to collect their pension no later than the end of the calendar year in
which they reach age 69. This is federal government law.

o Benefits will continue for employees past age 65 with some modifications. Once employees
start to collect a pension, even if they continue in employment, their benefits will be those of
retirees.

Extended Health Care Plan

The extended health care plan will continue to pension start date. At that time, extended health care
coverage will convert to the retiree plan. The main difference between the active and retiree health
plans is that out-of-Canada coverage for retirees is limited to 60 days per trip.

Dental
The dental plan will continue to pension start date.

Sick Leave

Sick leave coverage continues past age 65 under the same terms and conditions applicable prior to
age 65. If employees continue in employment past the pension start date they will be entitled to a
total of 120 days and coverage will be cumulative. The current coverage for unrelated illnesses will
not continue and when 120 days have been used, there will be no further sick leave payment
(employees in this situation will be receiving not only their pension but their full salary). The 120
days of sick leave are not expected to include one or two days off due to minor illness or injury.

Long Term Disability (LTD)

LTD will end at age 65 as it does now. This is consistent with other universities in provinces where
there is no mandatory retirement. Without an end date, LTD could continue indefinitely and the
subsequent increases to the cost of the LTD plan for all employees would be prohibitive. Since
employees will be able to access their pension if they become disabled, they will be protected from
loss of income. The Committee has agreed to examine other options of providing cost effective
disability insurance coverage to members over age 65.

Life Insurance
The University will pay for 1 X annual salary until pension start date. Additional, age-related
optional life insurance, to the extent of the remaining insurance held at age 65, can be continued

A21



Pension & Benefits Committee
Report to the Board of Governors — June 6, 2006 page 5

without medical evidence at the employee’s own cost until pension start date. Any request to
increase insurance is subject to medical evidence of insurability.

NOTE: There will be no change in the benefits for employees hired before January 1,1969 until they
reach age 68 or the end of the contract year in which they turn 68. At that point, benefits will be the
same as for other employees who continue to work past age 65. Once employees start to collect a
pension, even if they continue in employment, their benefits will be those of retirees.

Pension Calculation
The Committee spent a great deal of time on this issue because of its complexity and potential effect
on the health of the Pension Plan.

The Committee determined:
A. Continued accrual of pension will apply to all employees except as noted in B below.

Before the elimination of mandatory retirement, employees who had the right to work until age
68 were offered a choice of continuing to contribute to the Pension Plan and accrue service in the
normal fashion or to stop contributing and have their age 65 pension actuarially adjusted until
they retired. When this latter option was chosen, their pension was “actuarially increased” by an
amount that reflected that they will be drawing their pension for fewer years than if they retired
at age 65.

After much deliberation, it was the unanimous decision of the Committee that providing the
option of actuarial adjustment for all employees would, in the long run, not benefit the
sustainability of the Pension Plan. With continued pension accrual, both employees and the
University continue to contribute to the Pension Plan. These continued contributions, along with
the delay in collection of benefits, can provide an opportunity for the Plan to achieve a healthier
funded position. Over the last few years, the Committee has been increasingly concerned about
maintaining the health and long-term viability of the Pension Plan.

Currently, faculty members who have the right to work to the beginning of their contract date
following age 65 are given a choice between continued accrual or actuarial adjustment over the
few months between their 65 birthday and pension start date. In the past five years, no one has
selected actuarial accrual. This prompted the Committee to recommend that the actuarial
adjustment option be ended.

B. The existing calculation methodology (i.e., choice at Normal Retirement Date between continued
acerual and actuarial increase) will continue to apply to grandparented members (i.e., those who
have been continuously employed by the University since prior to January 1,1969) who elect at
age 65 to retire no later than the end of the contract year in which they turn age 68.

This recommendation represents no change to current practice.

C. Commuted value (a lump sum payment equal to the value of the pension earned), which is a
Pension Plan alternative to receiving a UW pension, will be allowed only until Normal
Retirement Date (i.e., age 65). This is necessary because the long-term viability of the Plan could
be negatively affected given the potentially large amounts of money that could be removed.
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4.

PENSION PLAN
Managing the Increase in the Income Tax Aet Maximum Pension

Motion: To approve Amendment #9 (see Attachment #2), section 6.07, to reflect the Committee’s
decision to replace the $2,200 limit with the amended Income Tax Act maximum pension, as
explained below.

Background: Over the course of several meetings, the Committee came to understand the
implications of changes in the Income Tax Act (ITA) that increase the maximum amount payable per
year of service from a defined benefit plan. The 2006 maximum is $2,111.11 per year of credited
service increasing by $111.11 each year to $2,444.44 in 2009 and then indexed to changes in the
average industrial wage, an index that lately has closely followed the CP1. Currently, the maximum
amount payable from the registered plan is $2,200 and a maximum of $2,650 from the combined
registered and payroll pension plans. By next year the $2,200 limit under the registered plan will be
less than the amended ITA cap.

The Committee decided to remove the $2,200 limit in the registered plan and replace it by the ITA
cap but not indexed beyond 2009. This does not create any additional liabilities under the combined
registered and payroll plans, however, it shifts liabilities from the payroll plan to the registered plan.
As a result of the shift in liabilities from the payroll to the registered plan:

o Y the assets of the payroll plan (about $5 million) will be moved to a Pension Stabilization
Fund, cash that is to be retained by the University for future payments to the registered plan if
necessary;

o the remaining $5 million will be used to fund the pension payments currently being made from
the payroll plan; and

o the university “loan” due to excess payments to the registered plan will be reduced from ~$7.4
to $2.4 million.

Affiliated Organizations

Motion: To approve Amendment No. 8 (Attachment #3) to identify the organizations that participate
in the UW Pension Plan. CRA requires that the names of the participating employers need to be
identified in the Text, not simply in the Annual Information Return (which is where UW currently
reports this).

FOR INFORMATION

Cost of Living Increase for Pensioners. UW pensioners will receive an increase of 2.17%, for the
pension year beginning July 1, 2006.

Pensions for Deferred Members and Salaries for Pension Purposes for Individuals on Long-
Term Disability. For the pension year beginning July 1, 2006, pensions for deferred members will
be increased by 2.17%, and salaries for pension purposes for individuals on long-term disability also
will be increased by 2.17%%.
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3.

Premium Renewals Effective May 1, 2006

Extended Health Care. UW pays 100% of the Extended Health Care (EHC) premiums for regular
on-going faculty and staff. No change in premium is required in 2006/07.

Dental Premium. UW pays 100% of the Dental premium for regular on-going faculty and staff. No
change in premium is required in 2006/2007.

Life Insurance. The premium on group life insurance of 1 x salary is paid fully by the University;
UW and employees share in the premium cost of optional group insurance held beyond 1 x salary.
Employees pay 100% of the premium on optional, age-related insurance above 3 x salary. A 10%
increase in the group premium in 2006/2007 is required due to poor experience. The age related
premium rates remain unchanged.

Long Term Disability (LTD). Employees pay the entire premium for this benefit. The actual paid
LTD premium rate by employees is less than the contract rate because of the surplus accurmulated in
the plan. In 2003, the Committee decided to deplete the surplus over a 10-year period by using it to
reduce the premiums paid by employees. There is no change in the contract rate for 2006/07.

May 18, 2006 Catharine Scott

/tle

Chair
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Statement of Investment Policies and Procedures
January 1, 2006 page 2 of 9

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 and 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. If it is
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 Commiittee™) 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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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:

o the content of this document;

o the selection of a Consulting Actuary;

e the selection of Fund Managers;

o the selection of a Custodian/Trustee to hold the pension fund assets;
o 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;

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

e 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;

o 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

o 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;
o 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:

e 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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° 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 400 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.

Cdn Equities | S&P/TSX 10.0% 10.0% - -
Composite

US Equities S&P 500 - - - 12.0%

(US 9 $US

US Equities S&P 500 - - - 8.0%

%(Cdn $) $ Cdn

Non Cdr/ MSCI - - 20% -

Non US EAFE

Equities

Fixed Income | SC Universe | 6.7% - - 33.3%

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
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described below. The objective of passive management is to match the return that could be eamed
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 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.

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)

riohmark Target

Cash or Equivalent 0 0
Fixed Income+ 30 40
Equities:
Canadian ' 10 20 30
USa 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

st 4 h 4] TIGT e e U] . dug. ) Al ot ] &, 1 1 d
TU aUTHT VUL OLS  EUIT Y tdl VL ULTTVALT VOGS d I UTUTTICE oy HIUTCTICTPLUUAUTIS HHa y O CHITDTU U T

) 4 1 adland] £ . PR WS, I s al Sogrsh
UTUCI U VUARIIPT y- WILITUC J.ULCIEIJ PLU}JCL Ly NIV I UG TR UrTie ITUAFATE,
+ 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.
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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 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.

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
Domestic 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
pl’illCiplCS outlined above ~Fle-furrd-shatt-at-al-times uuulyl_y withfor Ligu property Himt-irrthe

Frreome-Fox—zrer—

6. REBALANCING
The pension fund’s rebalancing guidelines outline the requirements to: (i) make an annual

determination regarding the adequacy of the real return bond holdings, (ii) rebalance on an ongoing
basis using cash flows, and (iii) reallocate quarterly if any trigger points have been breached.
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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

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.

e o £ i i os i s PTI IF RS | ;. . K P 1 1) dig 1 Lloa S iadi
Pett UUTPate T d UL TVITIUS LTCTATCU U IO TS UL HTMCUL LIV U UL, TS UG Y UUL LA TICTTHITS AU VITICS

aida.d:] 1 £, Pan] ok
WIRIMHCa iU vd UL TAIUOUL A

If the person disclosing the conflict does not have voting power, he/she may glect to continue in
her/his activities in respect to the issue in conflict only with the unanimous approval of the members

oﬂTcrparncrpan%s Wlth Votmg rights. ﬁtﬂmfuaﬁmhﬁshmay-deﬁ-mmjmmmpawﬁh

mcmbcrs- The notxﬁcatlon made by her/him shall be con51dered a contmumg dlsclosure on that
1ssue untll such tlme as he/she adVlses that the conﬂlct no longer ex1sts suhyccﬁomry—fnfurc

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
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