






































University of Waterloo
BOARD OF GOVERNORS
February 7, 2012

FOR INFORMATION

Report on the Status of Undergraduate Recruitment and Admissions

Admission and Registration Objectives

The fall 2011 year one full-time registration target was 6,148 - 5,682 newly admitted students (5,247
domestic and 435 visa) and 466 returning students (351 domestic and 115 visa). By November 1%, the
official Ministry count date, a total of 6,318 students had registered representing 103% of the university’s
enrolment objective. All faculties met or slightly exceeded their faculty targets this year. The Faculty of
Mathematics registered 239 students into the Math/ELAS program with the target being 180. The Faculty
of Arts registered 14 students into the Arts/EFAS program. In addition, there were 192 students admitted
to the UAE campus and 98 registered (last year 60 registered).

Marketing to Prospective Students and Applicants

Research activities continue to inform and evaluate our initiatives. Main surveys/studies conducted
include Non-confirm, Incoming, International Non-confirm Telephone, International Tuition, and the new
iBarometer international study. iBarometer is the largest annual study of international students, which
tracks decision-making, perceptions, expectations, and experiences of incoming and current students.

Efforts for 2011 involved a complete overhaul of all marketing initiatives leveraging our positioning and
visual identity frameworks; using research; engaging our campus faculties/schools/university colleges,
current students, and alumni; and forming external partnership. Highlights of new and enhanced
initiatives include: Ontario Universities’ Booth; new communications plan, including the creation of the
“ideas start here” slogan to express innovation and high-quality, 3 market-specific viewbooks — Ontario,
National, International — highlighting programs via 8 student-centred themes instead of 6 faculties,
president’s acknowledgement package, financing brochure, and uWaterloo Calendar for international
counsellors; “ideas start here” Student-to-Student Campaign; Alumni Recruitment Night and Alumni
Refer a Student Campaign; on-campus Grade 10 Family Night, Guidance Counsellor Breakfast, and
workshop for international Independent Education Counsellors; enhanced international activities
involving additional markets and collaborations with Alumni Affairs, Co-operative Education, the
president, School of Accounting and Finance, and the UAE campus.

Awards received include: CASE international Grand Gold, CASE II Gold, and CCAE Gold (Ontario
Universities’ Fair); CCAE Gold (view book); CCAE Gold, CASE II Silver and Honorable Mention
(Refer a Student); CCAE Silver (Waterloo Calendar); CASE II Bronze and Honourable Mention (“ideas
start here” Student-to-Student Campaign).

Applications

An overall total of 42,508 applications received for fall 2011 year one full-time studies — an increase from
39,879 applications in 2010 (increase of 7%). Specifically, there was an increase of 4% in domestic
applications (includes Canadian Citizen and Permanent Residents) and 22% in visa applications.

Admission Decisions

A limited number of conditional offers of admission were made in December 2010. The majority of
programs made rolling conditional offers beginning in late January 2011. In total, for the Waterloo
campus, 22,350 offers of admission were made for the fall 2011 down slightly from 23,720 in 2010. The
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number of offers made to visa students was 2,680 for fall 2011 which is up from the 2,239 last year
(20%).

Admission Standards

As a measure of “quality”, the percentage of students with 80% or higher (best 6 grade 12 U/M courses)
is 94% of the total registered newly admitted students. Last year, it was 90% of newly registered. In
addition, the median average for OSS registered students was 88% (last year it was 87%).

Visa Demographic Data

Visa students constituted 15% of our applicant pool (last year was 13%); 8% of the registered first year

class is comprised of visa students, which is consistent with last year’s numbers. There is an increase in

the actual number of first-year degree registered visa students at 554 (8% increase from 511 in 2010 and
13% from 490 in 2009).

For additional information contact Nancy Weiner, Associate Registrar, Admissions,
nweiner@uwaterloo.ca or Tina Roberts, Director, Marketing & Undergraduate Recruitment,
roberts@uwaterloo.ca.

Ken Lavigne
Registrar
January 16,2012
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FOR INFORMATION

Local Overview

I am pleased to announce the appointments of Vice-President, Academic & Provost Sallie Ann Keller,
Dean of Engineering Pearl Sullivan, and Secretary of the University Logan Atkinson. We are excited to
welcome these three outstanding leaders to their new positions at the University of Waterloo and I know
that you will provide them with your ongoing support.

The first phase of our Mid-Cycle Review, involving 40 face-to-face consultation sessions, has concluded.
From September to December I met personally with over 60 groups at these sessions and spoke with 65
students, over 1,130 faculty and staff, and 26 alumni and donors. In addition, an online survey was sent
all students, faculty, staff, and 67,000 alumni, and to date we have received more than 2,285 responses,
with over 1,195 from undergraduate students, 220 from faculty, and 340 from staff.

The second phase has begun with Institutional Analysis and Planning coordinating a qualitative analysis
of the session and survey findings. This analysis will lead to the identification of themes and priorities
that will be reviewed by a President’s Advisory Committee, chaired by Geoff McBoyle. The committee
will recommend participants for the second consultation phase, which takes the form of facilitated focus
group discussions.

The former University of Waterloo student arrested for a campaign of threatening and misogynistic
emails and posters has pleaded guilty to one count of criminal harassment and has been sentenced to eight
months already served in custody and two years’ probation. The conditions of his probation include
staying away from the campuses of the University of Waterloo and the Wilfrid Laurier University, a ban
of sending emails on the topics of race or gender, and he is also required to attend counselling.

The University of Waterloo welcomes new Research In Motion CEO Thorsten Heins, who succeeded co-
CEOs Mike Lazaridis and Jim Balsillie on January 22.

Provincial Overview

Ontario introduced its promised 30 per cent tuition grant in January. Full-time undergraduates at public
college or university who are less than four years out of high school and whose parents’ gross income is
$160,000 or less are eligible for the grant. The grant affects tuition for first-entry programs only, so
graduate students and students in our schools of Optometry and Pharmacy are not eligible. Additionally,
many of our upper-year co-op students will not be eligible for the grant because of the extended length of
their studies. At full strength the grant will be worth up to $1,600 for undergraduate students.

Though this is a good news story for students, there are growing storm clouds on the horizon in the post-
secondary education sector, as evidenced by the surprise cuts of $42 million to university research grants,
recent remarks made by the premier with regard to public sector salaries, and the recommendations
contained in the upcoming Drummond Report.

National Overview
The annual Maclean’s magazine rankings of Canadian universities were released on November 7. We
have topped the reputational rankings yet again, with first-place finishes in Best Overall, Most Innovative,
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and Leaders of Tomorrow. In the Highest Quality category we finished third, behind McGill University
and the University of Toronto. We have been named “Best Overall” university by reputation for 18 of the
last 21 years, and we have been No. 1 in the Most Innovative and Leaders of Tomorrow categories for
each of the past five years, and our streak as Most Innovative now extends to 20 years.

The likelihood of an austerity budget at the federal level is high, and we should be sensitive to the
implications for post-secondary education going forward. In a recent meeting with representatives from
the U135 universities, the Prime Minister indicated that the directive for all ministers to come up with 10
per cent expenditure reductions would apply to the university research granting sector as well.

That said, we were pleased to provide a venue for the government to announce a competition for 10 new
Canada Excellence Research Chairs in November. The government is committing $53.5 million over five
years for these new chairs, which were designed to attract the world’s best research talent to Canada. In
the first round of competition in 2010, the University of Waterloo was awarded two CERC chairs in
Ecohydrology and Quantum Information Processing.

International Overview

The University of Waterloo is ranked in the world’s top 500 research universities, according to the new
Leiden Ranking. Waterloo scored 289" and is among 21 Canadian universities to feature in the top 500,
with the University of Toronto the first-ranked institution at 87" place overall. This is the first year of the
Leiden Ranking, which uses a set of bibliometric indicators to track a university’s number of academic
publications and citations, and measure collaborative publishing activity in the sciences and social
sciences.

I will be visiting Soochow University in China on February 21% to explore nanotechnology academic and
research partnerships and to tour the Soochow Industrial Park. Soochow is the second largest industrial
city in China after Shanghai.
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Student Villages

(includes Village 1, Ron Eydt Village & Mackenzie King Village

Dorm Style:
Single 5,296 5,455 3 682
Interconnecting 5,055 5,207 3 651
Double 4,751 4,894 3 612
Suite-Style:
Single room (4-bedroom suite style) 6,322 6,512 3 814

Recommendation:

That the Student Villages 2012/13 room
rates are approved effective Fall 2012

style)

Double Room (Beck Hall) 4,990 5,140 3 643
Single Room (2-bedroom suite style) ] 5,712 5,883 3 736
Single Room (3- or 4-bedroom suite 5,407 5,569 3 697

Recommendation:

That the UW Place 2012/13 room rates
are approved effective for the Fall 2012,

Columbia Lake Village

e

Single room .("4-bedroom townhouse)

5,050

5,200

3

650

Recommendation:

That the Columbia Lake Village 2012/13
room rate is approved effective for the Fall

2012 term.

Minota Hagey
Residence for VeloCity

Single room

2,761

2,844

3

711

Recommendation:

That the Minota Hagey 2012/13 room rate
is approved effective Fall 2012 term.
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Columbia Lake Village
Single Grad Residence

Single room (2-bedroom townhouse)

2,524 2,600 3 650

Recommendation:

That the Columbia Lake Village 2012/13
room rate is approved effective September
1, 2012

Columbia Lake Village
Family Residence

ont]

2—bedroom

1,124 1,159 3.1 N/A

Recommendation:

That the Columbia Lake Village 2012/13
rental rate applicable to full-time University
of Waterloo students is approved effective

October 1, 2012.
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FOR APPROVAL

Recommended Tuition Rates for 2012/13

The Ministry of Training, Colleges & Universities” (MTCU) current tuition framework expires at the end
0f 2011/12. The new 2012/13 tuition rates for all programs will be presented for approval at a future
meeting once the new tuition framework is received. In the meantime, the university has two program
fees which require approval.

Master of Social Work
e A new professional master’s program to be offered through Renison University College and the
Faculty of Applied Health Science. Domestic fees of $3,000 per term for full-time (commencing
fall 2013) and $1,500 per term for part-time (commencing fall 2012) students. This rate is similar
to rates charged for Master of Social Work programs at other Ontario universities. Fees for
international students are set at $7,000 per term for full-time (commencing fall 2013) and $3,500
per term for part-time (commencing fall 2012) students.

Master in Digital Innovation
o A new fee for part-time domestic and international students of $2,500 per term (commencing fall
2012). The current full-time fee is $5,000 per term. The program is offered at the University of
Waterloo’s Stratford campus.

Dennis Huber
Vice President,
Administration & Finance
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RECOMMENDED TUITION FEE INCREASES 2012/2013

New Special Graduate Plans

Domestic International
[1,2] [1,2]

All Years All Years
Master of Social Work - Part Time Effective Fall 2012 - $1,500.00 $3,500.00
Master of Social Work - Full Time Effective Fall 2013 $3,000.00 $7,000.00
Master of Digital Innovation - Part Time Effective Fall 2012 $2,500.00 $2,500.00
Master of Digital Innovation - Full Time Effective Fall 2012{3] $5,000.00 $5,000.00

1,500.00 - 2,500.00 -
Tuition Range All Years : 5 52,5

$5,000.00 $7,000.00

Notes to the Recommended Tuition Fee Increases:

[1] Plus applicable incidental fees.
[2] Plus co-op fees and work report marking fees where applicable.

{3] Full-Time fee was approved at the February 2011 Board of Governors meeting,.

Background Notes:

1.

W

The Board of Governors has the power (as given in the University of Waterloo Act) to set tuition fees at any level it wishes. In
practical terms that power is constrained by the provincial government, which will deduct from its grants any tuition charges in
excess of the amount stipulated by the government. On March 8, 2006, the Minister of Training, Colleges and Universities
announced that effective 2006-07, subject to an overall average rate increase cap of 5%, tuition rates are regulated differently
for two groups:

a. all graduate programs and listed professional undergraduate programs — a maximum annual increase of 8% for students in
the first year of their program and 4% for students continuing in upper years

b. Arts & Science and other public priority programs - a maximum annual increase of 4.5% for students in the first year of
their program and 4% for students continuing in upper years

. Rate increases are compounded each year but the overall annual average rate increase is capped at 5%.

. To help students in financial need, universities are required, starting in 1996/1997, to establish local aid programs funded from

tuition rate increases since 1995/1996. Universities are required to set aside 10% of the additional revenues resulting from the
tuition rate increases assessed in 1996/1997 and 30% of the additional revenues resulting from each of the tuition rate
increases assessed until 2005-06. Starting in 2006-07, the local aid budget is to be increased/decreased by the annual
percentage increase/decrease in enrolments.

Undergraduate students enrolled in Co-operative plans serviced by the Co-operative Education and Career Services
department 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
government has also agreed to allow an addition to the tuition fee for the cost of marking work-term reports, accordingto an
approved methodology.

Subject to the approval of the Board of Governors.
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1/24/2012

Board of Governors

7 February, 2012

URIVERSITY OF

WATERLOO "

Outline

+ 2011/12 Operating Budget Update
+ Planning for 2012/13 Operating Budget

UNIVERSITY OF e

WATERLOO T

2011/12 Budget
Important Revenue Driver:
Undergraduate Enroiment

1%t Year Enrolment
- Domestic up by 166 students from target (5,598).
« International on target.

Overall Enroiment

« modest growth, fall 2011 over fall 2010, in domestic
and significant growth in international.

« total full-time registrations 27,438.

UNIVERSITY OF
WATERLOO

2011/12 Budget
Revenue Driver:
Graduate Enrolment

Overall Enrolment:

» Moderate growth in 2011: total up, international up.
Total fall FTEs: 3,879.

MTCU Growth Targets:

+ 461 graduate spots allocated by MTCU for graduate
growth funding.

+ Below on both masters and PhD targets - masters
115 below, doctoral 63 below.

UNIVERSITY OF

WATERLOO
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2011/12 Budget

Current Position: Income
+ Grant:

Undergraduate: $4.5M increase minus transfers
to Colleges;
Graduate: $3.3M reduction;
Overall increase of $1.0M.
* Tuition :
Undergraduate: $3.1M increase minus transfers
to Colleges;
Graduate: $0.5M increase;

Overall increase of $3.2M
UNIVERSITY OF

WATERLOO T

2012/13 Budget

+ Uncertainties:

-~ Undergraduate and graduate growth;

— Pension and benefits;

— Scholarships;

— Operating and debt servicing costs of new buildings;
- Endowments;

- Investment income,

UNIVERSITY OF

WATERLOO

201213 Budget
Considerations
Revenue Expenditures

+ Inflationary costs
({salaries, utilities, etc.)

« Tuition set aside
+ Scholarships & awards
» Pension and benefits

« Enrolment forecast
Undergraduate
Graduate

« Tuition fee framework

+ Government grant
funding

URIVERSITY OF
WATERLOO

ot

2012/13 Budget
Planning Assumptions - Revenue

Undergraduate:

+ Undergraduate growth to be modest {about 2%)};

+ Undergraduate retention, between year 1 and year 2,
to increase by 1%;

v Ministry Tuition Framework expires in 2011/12. Expect
that combined annual undergraduate tuition increase
not to exceed 5%;

» Government funding available to support enrolment
growth.

UNIVERSITY OF
WATERLOO
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2012/13 Budget
Planning Assumptions — Revenue
continued

Graduate:

« Growth in eligible domestic graduate students to meet
Ministry's targets;

» Continued international growth.

UHIVERSITY OF
WATERLOO

st

2012/13 Budget
Planning Assumptions - Expenses

Salaries:
+ increase in faculty & staff numbers;

« salary increase of 3% scale® plus PTR¥merit®.

*This is the 3% year of a 5-year agreement of scale increases of 0%, 0%,
3%, 3%, 3%. UW was the only University to go along with the
government’s request for zero increase for 2 years. The zero for 2 years
at UW applied to all groups.

*PTR is prescribed in the Memorandum of Agreement and has averaged
about 2.5%.

3 Merit for staff has averaged out at 1.5%; and CUPE receives only scale.

Benefits:
+ Increase same as 2011/12°
UNIVERSITY OF
WATERLOO

2012/13 Budget
Planning Assumptions - Expenses
continued

2Current 2011/12 budget projects a 2.8% increase in benefits of
which 80% is due to increased number of employees.

Scholarships/Bursaries:

+ Student Access Guarantee (SAG). The SAG
represents an operating expense since it draws off
tuition revenue;

+ Additional funds for increase in President’s
Scholarships and matching funds for additional OGS
and OTS scholarships.

UNIVERSITY OF

WATERLOO

SN

2012/13 Budget
Planning Assumptions —~ Expenses
continued
Pension:

Potential allocation of $2M to reduce the amortization
period for the on-going concern deficit.

Utilities:

New buildings and higher unit price for electricity and
water — increase expenses.

Supplies and Expenses:

Inflation increase of 3.0%

UNIVERSITY OF

WATERLOO e
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In Conclusion

Increase Revenues:

« Additional course-based master students;

+ Increases in international enrolment, graduate and
undergraduate;

+ Modestincrease in domestic undergraduates.

Decrease Expenses:

+ Seeking efficiencies;

+ Expenditure reduction from Faculties.

May Request ?:

« Allowance for a deficit.
UNIVERSITY OF

WATERLOO
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Board, Feb. 7/12

UNIVERSITY OF WATERLOO
2011/12 Operating Income Budget
Estimated Estimated
2011/12 Increase 2011/12
11-04-05 (Decrease) 12-02-07 Notes
$000 $000 3000
INCOME
Operating Grant
Basic Grant 199,460 199,460
Graduate Growth 9,305 (3,314) 5,991 [1]
Undergraduate Growth 9,560 4,552 14,112 [2]
Quality Improvement Fund 9,303 45 9,348
Transfers to Colleges (10,535) (196) (10,731)
Performance Fund 2,007 (73) 1,934
Research Infrastructure 1,564 53 1,617
Clinical Programs 1,258 37 1,221
Access for Disabled 699 14 713
222,621 1,044 223,665
Tuition
Undergraduate 217,381 3,073 220,454 (31
Transfers to Colleges (12,433) (324) (12,757)
Graduate 42,760 494 43,254 (4]
247,708 3,243 250,951
Co-op Recovery 12,984 109 13,093
Student Services Fee 7,947 7,947
Research Overhead 6,441 559 7,000
Interest 5,500 750 6,250 [5]
Services to Colleges 2,642 61 2,703
Grant in lieu of Taxes 2,127 118 2,245
Miscellaneous Income 9,987 664 10,651 [6]
47,628 2,261 49,889
Total Income 517,957 6,548 524,505

NOTES TO 2011/12 OPERATING INCOME

[1] The allocation is based on actual Fall 2011 FTE growth over the Fall 2007 FTE base. The
University fell short of the Ministry of Training, Colleges and Universities (MTCU) growth targets
for Fall 2011.

[2] The allocation is based on receiving full funding for the estimated growth in 2011/12.

[3] The $3.1M increase in undergraduate tuition is a result of domestic and international growth beyond
the projection.

[4] A net $0.5M increase in graduate tuition reflects growth in international enrolment beyond the
projection, but a decline in overall domestic enrolment.

[5] Interest estimate is based on projected cash available to invest and interest rates.

[6] Miscellaneous income estimates are based on 2010/11 actuals plus known changes in 2011/12. The
total includes: Health Services and Optometry OHIP and professional services income, application
processing fees, non credit tuition, other student related fees, rental income, parking income, and
other general revenues. Many of these items have offsetting expenses.
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EXPENSES

Salary and Wages
Current salaries and wages
Secondments

Total salary and wages

Benefits
Current benefits
Faculty professional expense
reimbursement plan
Parental leave supplement
Total benefits

Total salaries and benefits

Student Support
Graduate incentive fund
Graduate student support
Senate matching scholarships
Support for international graduate students
Tuition set aside
Undergraduate scholarships/bursaries

Total student support

Income Sharing
Differential tuition
Graduate growth
Graduate international growth
Graduate course based masters
International tuition
Undergraduate enrolment expansion

Total income sharing

Sub-total

UNIVERSITY OF WATERLOO
2011/12 Operating Expense Budget

Board, Feb. 7/12

ONGOING ONE-TIME TEMPORARY TOTAL
2011/12 2011/12 2011/12 2011/12
Base Increase Revised One-Time Increase Revised 2011/12 % of
11-04-05 (Decrease) Base 11-04-05 (Decrease)  One-Time Total Income Notes
$000 $000 $000 $000 $000 $000 $000
288,353 5,618 293,971 293,971 56.0 [1,6]
343 343 343 0.1
288,696 5,618 294,314 294,314 56.1
60,144 60,144 60,144 11.5
1,667 1,667 1,667 0.3
861 861 861 0.2
62,672 62,672 62,672 12.0
351,368 5,618 356,986 356,986 68.1
401 401 401 0.1
5,786 732 6,518 6,518 1.2
160 160 160
4,977 860 5,837 5,837 1.1 [2]
17,008 163 17,171 17,171 33
7,073 (242) 6,831 6,831 1.3
35,405 1,513 36,918 36,918 7.0
1,713 (1,713) 0
2,304 (2,304) 0 0 4
340 (340) 0
703 (703) 0
2,897 (2,897) 0
4903 (4,903) 0
10,556 (10,556) 0 2,304 (2,304) 0 0 [3,6]
397,329 (3,425) 393,904 2,304 (2,304) 0 393,904 75.1
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Academic development fund
Access for disabled
Base budget adjustment to reflect
overhead costs
Contingency reserve
Endowment investment shortfall
Faculty recruitment and retention
Graduate programs holdback
Insurance
International fund
Library acquisitions
Municipal taxes
Quality improvement fund
Undergraduate programs holdback
Utilities

Sub-total

Supplies and expenses

Allowance to off-set future expenditure reductions
Expenditure reduction at 2%

Gross expenses

Cost recoveries and chargeouts
Manageable allowance
Estimated net expenses
Estimated income

Excess income over expenses

UNIVERSITY OF WATERLOO
2011/12 Operating Expense Budget

Board, Feb. 7/12

ONGOING ONE-TIME TEMPORARY TOTAL
2011/12 2011/12 2011/12 2011/12
Base Increase Revised One-Time Increase Revised 2011/12 % of
11-04-05 (Decrease) Base 11-04-05 (Decrease)  One-Time Total Income Notes
$000 $000 $000 $000 $000 $000 $000
5,730 (113) 5,617 5,617 1.1
699 14 713 713 0.1
3,275 578 3,853 3,853 0.8
1,000 1,000 1,000 0.2
1,500 1,500 1,500 03
1,635 1,635 1,635 03
8,631 2,304 10,935 (3,163) (3,163) 7,772 1.5 [4]
1,800 1,800 1,800 03
1,769 1,769 1,769 0.3
7,519 7,519 7,519 1.4
2,127 118 2,245 2,245 04
2,592 45 2,637 2,637 0.5
21,107 222 21,329 21,329 4.1 [5]
15,450 15,450 15,450 3.0
74,834 3,168 78,002 (3,163) (3,163) 74,839 14.3
55,828 1,854 57,682 3,163 3,163 60,845 11.6 [1,3,6,7]
3,000 3,000 3,000 0.6
(4,305) 4,305 0 [71
526,686 5,902 532,588 2,304 (2,304) 0 532,588 101.6
(10,709) 90) (10,799) (10,799) 2.1
(500) (500) (500) (0.1)
515,477 5,812 521,289 2,304 (2,304) 0 521,289 99.4
524,505
3216



Board, Feb 7/12

NOTES TO THE 2011/12 OPERATING EXPENSE BUDGET

The net increase in current salaries and wages includes a redistribution of budget from non-salary
to salary accounts by academic and academic support departments for new staff and faculty
positions and, other salary cost adjustments.

Funding for this award program has been increased to accommodate growth in international
enrolment beyond the projection.

Income sharing for existing programs is allocated to the faculties on a slip-year basis. Funding for
new programs is allocated on a calendar-year basis. New graduate growth allocations were
introduced in 2006/07 to recognize growth in intake and overall FTE’s. The ongoing cumulative
income sharing amounts, from inception to date, are as follows:

$000

Differential tuition $ 13,603
Graduate expansion (ended 2004/05) 2,727
Graduate growth 8,659
Graduate international growth 1,471
Undergraduate enrolment expansion 31,421
International tuition 21,573
Graduate course based masters 2,889

Total $ 82,343

To accommodate growth, academic support units receive supplemental budget increases.

Graduate programs holdback is the grant and tuition revenue generated by graduate domestic
enrolment growth since 2006/07. The revenue is reduced by the ongoing allocations to the
faculties under the current income sharing mechanisms. The net revenue is held at the centre and
managed by the Provost. The net decrease includes the redistribution of $2.3M of temporary
funds to ongoing funds and one time allocations to the faculties.

Undergraduate programs holdback relates to emerging undergraduate programs which are
considered to be incremental to the current activity of the institution/faculty. Grant and tuition
generated from the program during the start-up period is held at the centre and managed by the
Provost. Funds are released as required to support the start-up costs. Once the program is
determined to have reached steady-state, budget for the program will be transferred to the home
faculty through the current income sharing mechanisms. In 2011/2012 the emerging
undergraduate programs are Nanotechnology Engineering, Management Engineering, Pharmacy,
International Development, Knowledge Integration and WatPD. The net increase in this fund
includes the emerging programs share of the 2011/12 undergraduate growth grant, the increased
tuition generated by enrolment growth beyond the projection, less current year ongoing allocations
to the faculties for these programs.

The net increase in supplies and expenses results from the following: the distribution and transfer
of income sharing; the reallocation of budget from non-salary to salary accounts by academic and
academic support units; a 2% expenditure reduction; and some other miscellaneous adjustments.

The expenditure reduction of $4,305.0 has now been allocated against non-salary accounts as
determined by each unit.
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UNIVERSITY OF BOARD OF GOVERNORS

r Report of the Vice-President, External Relations
WA E R Lo o February 7, 2012

During the past year, the External Relations Team has been leveraging the appointment of our new president
extensively both in Canada and abroad. In particular, there has been a focus on engaging the private sector
with the intention of creating new or strengthening existing corporate relationships both for research
partnership and philanthropic purposes. Specifically, the president has participated in almost 50 face-to-face
meetings with corporate leaders. In addition, the Development Team has organized several dinners where the
president has hosted business and community leaders, donors and friends of the university. These sessions
have provided a wonderful opportunity to engage interested parties in the future of the university.

Notwithstanding significant turnover in our development teams, as at December 31* total private support
raised by the university for the first eight months of the fiscal year approximated $40 million. This is a
testament to the outstanding efforts and dedication of our teams across campus. In particular [ would like to
highlight the Leadership Giving Team (gifts of $10k to $100k) who are realizing their best year ever and had
surpassed their full fiscal target by the end of December.

Our campus Keystone Campaign, where staff, faculty and retirees are encouraged to contribute to the
university, is in full swing. On February 14" we will host our annual “Treat-a-Gram” where colleagues can
send boxes of cookies to one another (1,830 boxes were sent last year). This event helps build a culture of
philanthropy while raising money for student scholarships.

Led by our Principal Gifts Team, we have spent time educating ourselves in the area of strategic corporate
sponsorships. These efforts have led to over $750,000 of new sponsorship funds so far this year. The
sponsorship industry has identified post-secondary institutions as one of three sectors in Canada expected to
experience double digit growth in sponsorship dollars over the next few years. Given our relationships with
numerous corporations through our co-operative education program we believe this is an obvious source of
new revenue for the university but like all corporate relationships, we must manage sponsorship carefully to
ensure we do not compromise the independence of the institution or our researchers.

On the communications front we are working hard to recruit the new Digital Initiatives Team that was
discussed in my last report as well as fill some other vacancies resulting from retirements. We are focused on
building a world class communications team that is able to deal with the ever-changing media landscape and
have been able to attract some outstanding candidates who will complement our existing team.

The new website homepage, which I referenced in my last report, did not launch on schedule. While the
homepage design itself is complete, we have decided to hold off until we are comfortable we have enough
additional content to support the new design.

The Alumni Affairs group will be one of the first units on campus to adopt the new web design and has used
this project as an opportunity to look at the broader issue of how we communicate with our alumni networks.
Alumni Affairs has been working on a new e-community that will serve as the alumni portal to the
university. This new system will integrate with the alumni database and allow for more seamless connection
to on-campus services such as Career Services, the Library, e-mail accounts, etc.

Tim Jackson
Vice-President, External Relations
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University of Waterloo
BOARD OF GOVERNORS
Report of the Vice-President, University Research
February 7, 2012

FOR INFORMATION

Impact of Provincial Funding Cuts — Ontario has cancelled two programs tied to the Ontario Research
Fund — Research Excellence: the ORF-RE special call in “Social Sciences and Humanities (SSAH)” and
the “regular” ORF-RE Round 6.
o ORF-RE SSAH Round: Waterloo submitted nine Notices of Intent for a total ask of $6,155,300.
Plus matching funds. As this was a ‘special’ call, we did not expect another call next year.
o ORF-RE Round 6: Waterloo submitted six Notices of Intent for a total ask of $14,200,000. Plus
matching funds. The program was then cancelled for this year and next year.

Federal Economic Development Agency for Southern Ontario (FedDev)
o $19.58M to develop a water-research Platform involving eight universities.

Waterloo Commercialization (WatCo) Highlights
o Record Prototype and Commercial R&D Funding Success
o $750K of funding from FedDev — Academic Research Collaboration (ARC) program
=  $174K supporting WatCo technologies in the portfolio
o $180K C4 Network industry peer reviewed funding (awarded six out of the nine available
prototype projects); plus one on behalf of WLU at $35K
o $706K NSERC-121, CIHR-POP, other
o FedDev Commercialization Fellowship Award of $600K over two years (supporting young
entrepreneurs to start companies)
o Secured seed investment of $300K for Waterloo Pharmaceutical Inc. (Waterloo’s first
pharmaceutical spinoff) from University of Waterloo alumni
o Record number of License Agreements completed (18)

The Office of Research continues to take a proactive stance to developing industrial research partnerships
with the integration of two Industrial Liaison Officers.

International Research
o Currently managing 111 projects totalling $9.9M
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University of Waterloo
Board of Governors
AUDIT COMMITTEE
Report to the Board of Governors
February 7,2012

This report is submitted following the committee’s meeting of November §, 2011.

FOR INFORMATION

External and Internal Audit Plans for 2012-13

The committee reviewed the 2012-13 audit plans, together with related UW responses, and concluded that
the approaches and related fees are appropriate and reasonable. Accordingly, the committee approved the
audit plans and fees as proposed by the external and internal auditors (Ernst & Young and Deloitte,
respectively).

January 18,2012 David McKay
/rmw Chair
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University of Waterloo
Board of Governors
BUILDING & PROPERTIES COMMITTEE
Report to the Board
February 7, 2012

This report is submitted following the committee’s meeting of January 25, 2012.

FOR INFORMATION

1. Renovations to the Douglas Wright Engineering (DWE) Building
The Building & Properties Committee approved a $1,500,000 budget increase to the previously
approved $15,000,000 budget for the project to allow for the addition of twenty new offices. The
approximate per square foot price for this addition is $550/sf. The committee felt comfortable
approving the budget increase upon hearing that the Faculity of Engineering has been able to meet its
fundraising and debt repayment obligations for recently completed projects.

2. General Oversight
The committee reviewed and accepted for information:
o the capital financing commitments associated with capital projects and advises that these
commitments fall within Waterloo’s board-approved debt policy
« the status of capital projects
s  Waterloo’s real estate holdings [Attachment 1]
« itsterms of reference and there were no amendments recommended

January 18, 2012 Catherine Booth
/rmw Chair
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Attachment 1

University of Waterloo Real Estate Holdings
Sites Owned By UW - December 2011

Bidg # Location Land Area Building Area Acquisition Description
Acres Square Feet Date
Various  |North and South Campus - 961 6,952,530 1950s to Present|Qriginal campus of the University of Waterloo. Site of

Waterloo approximately §5 major buildings used for teaching,
research, administration and student housing and recreation
The north campus is the site of UW's 200 acre
environmental reserve and 120 acre Research and
Technology park, designed to accommodate 1.2 million
square feet of office space.

(excludes
Research and
Technology Park
buildings)

Rockwood Gorge - Rockwood 18 0 1977 Ecological reserve. Scenic gorge bisected by the Eramosa
river, located in the town of Rockwood. Features dolomitic
limestone cliffs, caves, and potholes. This area is used for
research by the Facuity of Environment.

Spongey Lake - Baden 79 0 1989 Ecological reserve, Small lake, sphagnum bog and forest
located near the town of Baden. This area is used for
research by the Faculty of Environment.

School of Architecture Parking 0.503 0 2012 Small parking lot on River Street, across the street from the

Lot - Cambridge School of Architecture.

47 School of Architecture - 1 83,336 2004 Former Riverside Silk Mills (and later Tiger Brand) building

Cambridge (circa 1920) on Melville Street, on the banks of the Grand
River. Occupied by the University of Waterloo School of
Architecture.

49 and 52 |Health Sciences Campus - 4 192,812 2009 Former Epton Industries site at Victoria and King. The two

Kitchener buildings on the site are occupied by the School of
Pharmacy and the McMaster University Michael G.
DeGroote School of Medicine.

128 Tri-University Library Facility - 1 18,190 1996 Library materials storage and distribution facility, located on

Guelph Malcolm Road in the City of Guelph. Facility is a joint venturs
with Wilfrid Laurier University and the University of Guelph.
Land and buiiding areas shown represent Waterloo's 48%
share of the total 2.1 acres of land and 38,500 square feet o
building space.

129-131  (Aberfoyle (Puslinch) Property - 41 20,711 1997 Small research facility, leased to a biofilter manufacturer.

Aberfoyle The property also features a farmhouse and storage bam,
located on Wellington Rd. 34.

139 68 Victoria St. South - 3 92,923 2005 Former Ontario Seed Company warehouse, located

Kitchener adjacent to the Health Sciences Campus site.

Owned Sub-Total 1,109 7,360,502
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University of Waterloo Real Estate Holdings
Sites Leased By UW - December 2011

Bldg # Location Land Area Building Area Acquisition Description
Acres Square Feet Date
Parking Lot "E" - Waterloo 1 [¢] 1976 Leased land. Small parking lot on Seagram Drive, across
the street from UW Place.
School of Architecture Parking 0.5 [ 2004 Leased land. Small parking lot on River Street, across the
Lot - Cambridge street from the School of Architecture.

95 Waterloo Tennis Courts - 1 0 1975 Leased land. 6 all-weather tennis court surfaces located at

Waterloo the Waterloo Tennis Club beside Seagram Stadium in
Waterloo. The courts are covered in the winter by an air
supported structure owned by the Tennis Club. Use of the
courts is shared with the Tennis Club.

125 145 Columbia Street - Waterloo o] 1,175 1991 Leased space. Occupied by the Economic Development
Program.

132 335 Gage Avenue - Kitchener 0 15,620 2000 Leased space. Occupied by the Centre For Extended
Learning Department.

135 Fire Research Facility - 0 10,494 2003 Building is owned by UW, situated on leased land at the

Waterloo Waterioo Landfill site. Used by the Engineering Faculty for
fire research and by Applied Health Sciences for fitness
research.

136 and 137 [Pavement and Transport 0 2,048 2004 Buildings are owned by UW, situated on leased land at the

Technology Facility - Waterloo Waterloo Landfill site. The site is used for paving materials
research. There is also a UW windmill research site located
nearby.

138 Victoria School - Kitchener 0 13,230 2005 Leased space. Located at the comer of Joseph and David
Streets. Occupied by the Family Medicine Clinic.

140 School of Architecture - Rome, o] 6,000 1979 Leased space. Design studios, library and office space,

italy used for the School of Architecture's Rome program for 4th
year students. Located in Piazza Santa Maria in Trastavere
The program has been running since 1979.

141 School of Architecture Annex - 0 4,500 2004 Leased space. Commercial units located at 7 Grand
Cambridge Avenue, Units 110, 110B and 111, in Cambridge. Space is

being used temporarily for 2 classrooms and for storage.

142 Artery Gallery - Kitchener 0 5,000 2004 Leased space. Small art gallery operated by students in
space donated by the City of Kitchener, and the critical
media lab run by the Fine Arts Department at 156 and 158
King Street West, Kitchener.

144 295 Hagey Boulevard - 0 8,080 2007 Leased space. Used by the Centre for Business,

Waterloo Entrepreneurship and Technology to offer a graduate degreq
program and support entrepreneurial initiatives.

146 595 Bay Street, Suite 1204 - 0 1,500 2008 Leased space located in the Atrium on Bay. Used by the
Toronto Faculty of Mathematics MARS program as an incubator

centre for medical research mathematics.

148 Suite 2222, 710 Dongfang 0 175 2007 Leased space located in the Lujiazui Pudong area of
Road, Pudong District - Shanghai. Used by the Faculty of Mathematics as
Shanghai, People's Republic of admiinistrative space to offer short professional courses and
China recruit students.

148 195 King Street West, Unit 202-{ 0 2,500 2008 & 2008 |{Leased space. Currently used by the Faculty of Environmenf
Kitchener for Alternatives Magazine. The space is located at the

corner of King and Gaukel Streets in the former PUC
building, opposite Kitchener City Hall.

150 87 Forbes Hill Drive - Huntsville 0 10,000 2010 Leased space used by the Faculty of Environment for
teaching and research.

152 6 Wellington Street - Stratford 0 9,300 2010 Leased space. Temporary space used for research and
teaching related to Digital Arts and Communication while
construction of a permanent building takes place.

154 10 King Street West - 0 500 2010 Leased space in The Museum (formerly The Children's

Kitchener Museum), downtown Kitchener, The space is used by facult
and student researchers for projects related to the Critical
Media Lab.

155 Allen Square, Waterloo o] 7,200 2011 Leased space on the 7th floor of 180 King Street South,
Waterloo, used by the Facuity of Arts for the Masters of
Public Service program.

156 Balsillie School of intemational o] 50,000 2011 Leased space in the Centre for International Governance

Affairs / CIGI Innovation used for the Balsillie School of Intemational
Affairs.

157 Malahon Centre, Hong Kong 0 500 2012 Leased space located on the 19th floor of 10-12 Stanley
Street in the Central District of Hong Kong. Used for student
recruiting, alumni contact, fund raising and co-op job
development.

Leased Sub-Total 2.5 147,822

Total 1,111 7,508,324
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University of Waterloo
Board of Governors
FINANCE & INVESTMENT COMMITTEE
Report to the Board
February 7, 2012

FOR APPROVAL

1. Endowment Fund Investment Guidelines
Motion: To approve the January 1, 2012 version of the University of Waterloo Endowment Fund
Investment Guidelines (the “Guidelines™). See Attachment 1.

Background: The Guidelines were revised in 2011 for consistency with the registered pension plan’s
Statement of Investment Policies & Procedures (SIPP) and approved at the June 2011 meeting of the

Board of Governors. The committee intends to review the Guidelines in more detail later in 2012.

FOR INFORMATION

2. Waterloo Investments

At its December 2011 meeting, the committee reviewed the investment returns on the university’s

investment funds as at September 30, 2011:

« Registered Pension Plan — year-to-date (2.1%) and four-year (0.9%) returns were positive, but
below the return target (3.85%+CPI). The value of the pension fund assets exceeded $1B at the
end of November 2011.

o Payroll Pension Plan — year-to-date returns (-2.92%) were negative, but marginally exceeded the
benchmark (-2.98%). Four-year returns were positive (1.40%) and slightly below the benchmark
(1.46%).

o Endowment —year-to-date (3.2%) and four-year (1.3%) returns were positive and exceeded the
policy benchmark (-2.5%, 0.8%, respectively). The fund is currently the best performing fund for
the university.

o IQC —year-to-date returns were negative (-4.7%) and below both the policy benchmark (-2.9%)
and minimum risk portfolio (3.1%). Four-year returns were positive (0.7%) and marginally
exceeded the policy benchmark (0.4%), but fell below the minimum risk portfolio (4.7%).

3. Terms of Reference
The committee reviewed its terms of reference and the terms of reference for the Registered Pension
Plan Investments Subcommittee, Finance & Investment Subcommittee and Pension & Benefits
Committee. There were no amendments recommended.

4. University of Waterloo Pension Plan (2011) Statement of Investment Policies & Procedures
The committee reviewed the SIPP and did not feel that there were any revisions necessary.

/rmw Bruce Gordon, Chair
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1. Background and Purpose

This document has been prepared to provide guidelines for the prudent and effective management of
the University of Waterloo Endowment Fund (the “Fund”) and to maximize investment income
within acceptable risk tolerances, while preserving the Fund’s capital. These Funds are invested in
perpetuity to achieve an annual income stream to fund specific activities of the University of
Waterloo (the “university”) and to preserve their purchasing power.

This document has been prepared in accordance with the relevant legislation to ensure continued
prudent and effective management of the Fund’s assets. Deviating from these guidelines is only
allowed with the prior written approval of the Finance and Investment Committee (the “F&I
Committee™).

2. Allocation of Responsibilities

The Board of Governors of the University of Waterloo (the “Board”) has established the F&I
Committee to assist in the determination of the university’s overall investment policies, objectives
and strategies.

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

¢ the content of these guidelines;
e the selection of Fund Managers; and
e the selection of a Custodian/Trustee to hold the assets of the Fund.

In addition, the F&I Committee will:

e review these guidelines annually;

e review the performance of the Fund on at least an annual basis;

¢ review Fund Manager performance on at least an annual basis;

e be responsible for the delegation of any responsibilities not specifically mentioned.

The Fund Managers will:

¢ participate, at least semi-annually, in performance reviews;

o forward to the university quarterly reviews of investment performance, expectations of future
returns on various asset classes and proposed investment strategies for the following 12 to 24
months;

e upon direction of the F&I Committee, invest in passive asset classes such as indexed bond fund,
indexed equity fund, etc.;

e manage asset mix and select securities within each asset class, subject to applicable legislation and
the constraints set out in these guidelines;

¢ provide the university with regular valuation statements for the Fund;

¢ advise the university immediately of any changes in its senior investment personnel and/or
significant changes in the size or mix of assets managed;
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e comply with all relevant laws concerning the investment of the Fund; and

e complete and deliver a compliance report (see page 11) to the university each quarter. The
compliance report will indicate whether or not the Fund Manager was in compliance with these
guidelines during the quarter. In the event that the Fund Manager is not in compliance with these
guidelines, the Fund Manager is required to advise the university immediately, detail the nature of
the non-compliance and recommend the appropriate course of action to remedy the situation.

The Fund Manager is expected to comply, at all times and in all respects, with the Code of Ethics and
Standards of Professional Conduct as promulgated by the CFA Institute.

The Fund Manager will manage the assets with the care, diligence and skill that an investment
manager of ordinary prudence would use in dealing with endowment assets. The Fund Manager will
also use all relevant knowledge and skill that it possesses or ought to possess as a prudent investment
manager.

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 the
university; and

» provide the university with monthly portfolio reports of all assets of the Fund and transactions
during the period.

3. Return Expectation, Benchmark Portfolio, Fund Manager
Investment Objectives

Return Expectation

The rate of return objective of the Fund is to provide a real rate of return of at least 5%, net of all
expenses, and maintain the purchasing power of the endowed capital. The performance of the Fund
will be measured over four-year rolling periods. With an annual expenditure target of 5%, the
purchasing power of the Fund is maintained whenever possible by annually reinvesting investment
income in an amount equal to the annual CPI. Unspent expendable amounts or parts thereof may be
capitalized at the end of a fiscal year. In years when the realized income exceeds the expendable
amount plus CPI, income will be directed to a reserve fund (maximum 10% of book value) to service
years with low investment returns.

Volatility Expectation

The volatility of the Fund is directly related to its asset mix, and specifically, the balance between
bonds, Canadian equities and foreign equities. Since the Fund Managers do not have authority to
make leveraged investment on behalf of the Fund, the volatility of the Fund should be similar to the
volatility of the Benchmark Portfolio set out below.
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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.

S&P/TSX

Canadian (Capped

Equities 10%) 30.0%
Composite

US Equities S&P 500

0
(Hedged) $ Cdn 10.0%
Global MSCI .
Equities World 20.0%
Fixed DEX
Income Universe 20.0% 20.0%
Bond

A diversified management structure has been adopted for the Fund consisting of several managers.
This structure has been adopted as it is believed that the different investment mandates will result in
increased diversification, while reducing the “manager risk” effect for the total Fund.

The investment management structure employs a mix of active and passive management styles.
Active management has been adopted for portions of the assets as it provides the opportunity to
outperform common market indices over the long-term, with a minimum degree of excess risk.
Passive management has been adopted for portions of the assets as it minimizes the risk of
underperformance relative to a benchmark index and is generally less expensive than active
management.

Fund Manager Investment Objectives

Subject to the constraints cited in section 4, Fund Managers will employ security selection and asset
mix strategies to try to add to the returns that would be earned by passively managing their respective
investment portfolio as described below. The objective of passive management is to match the return
that could be earned by investing in securities that compose an index that is representative of a
specific market.
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Fund Manager performance will be considered satisfactory if the annualized return (before
investment management fees) over any consecutive four-year rolling period exceeds the return that
could have been earned by passively managing the combined Benchmark Portfolio by the following
amounts:

e 50 bps by Active Canadian Fixed Income Managers;

e For the Passive Canadian Fixed Income Manager (excluding U.S. Treasury bonds), performance
will be considered satisfactory if the tracking error is not more than +/- 10 bps over one-year
periods and +/- 6 bps over four-year periods

e 100 bps for Active Canadian Equity Managers;

e 200 bps for Active Global Equity Managers; and

e For the hedged Passive U.S. Equity Manager, performance will be considered satisfactory if the
tracking error is not more than +/- 200 bps over one-year periods and +/- 50 bps over four-year
periods.

4. 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:

Asset Classes

Cash or Equivalents 0% 10%
Fixed Income 30% 70%
Equities 30% 70%
Alternatives 0% 20%

* 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.

Liquidity
All investments should be reasonably liquid (i.e. under normal circumstances, they should be capable
of liquidation within one month).

Passively and Specialty Managed Investments

Assets that are passively managed or managed by specialty managers (e.g., global equities) are
normally expected to be 100% invested with minimal, generally less than 2%, cash. The Passive
Manager may equitize cash within its pooled funds.
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Cash or Equivalents
Cash on hand, demand deposits, treasury bills, short-term notes and bankers’ acceptances, term
deposits and guaranteed investment certificates.

Fixed Income

Bonds (including real-return bonds), debentures, mortgage loans, mortgage-backed securities,
preferred shares and asset-backed securities (ABSs). Investments in Canadian bonds and debentures
will have a minimum rating of BBB or an equivalent rating, as rated by at least two of the three
Recognized Bond Rating Agencies at the time of purchase. The following rating agencies shall be
considered to be “Recognized Bond Rating Agencies”: (i) Dominion Bond Rating Service (Canadian
issuers only); (ii) Standard and Poor’s and (iii) Moody’s Investor Services. Not more than 10% of the
market value of the Canadian fixed income securities shall be invested in BBB bonds or debentures.
In addition, up to 10% of the actively managed fixed income portfolio (excluding the buy and hold
U.S. Treasury bonds) may be invested in debt denominated in U.S. currency, including debt issued
by the U.S. Government, its agencies and instrumentalities. No other foreign currency debt will be
purchased.

Equities

Common shares, rights, warrants, global depository receipts, exchange-traded index participation
units, units of income trusts domiciled in jurisdictions that provide limited liability protection to unit
holders and securities convertible into common shares. American Deposit Receipts (ADRs) are
considered to be non-Canadian/non-U.S. investments. No single equity shall represent more than
10% of the total market value of any one of the Fund Manager’s equity portfolios.

Alternatives
Investments outside the traditional asset classes of cash, bonds and stocks. Examples of alternative
investments are real estate, infrastructure, private equity and hedge funds.

Downgrades in Rating Quality

In the event that a security is downgraded below the stated minimum in the guidelines, the Fund
Manager will take the following steps: (i) the university will be notified of the downgrade by
telephone at the earliest possible opportunity; (ii) within ten business days of the downgrade, the
Fund Manager will advise the university in writing of the course of action taken or to be taken by the
Fund Manager, and its rationale; and (iii) immediately upon downgrade , the Fund Manager will
place the asset on a Watch List subject to monthly review by the Fund Manager with the university
until such time as the security matures, is sold or until it is upgraded to a level consistent with the
purchase quality standards as expressed in the guidelines mentioned above.

Split Ratings

In cases in which the Recognized Bond Rating Agencies do not agree on the credit rating, the bond
will be classified according to the methodology used by Scotia Capital, which states: (i) if two
agencies rate a security, use the lower of the two ratings; (ii) if three agencies rate a security, use the
most commony; (iii) if all three disagree, use the middle rating.
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Derivatives, Options and Futures

Derivatives, options and futures on any securities allowable under the investment guidelines,
including index options and futures. These instruments will be used to protect against losses from
changes in exchange rates, interest rates and market indices. Aggregate limits encompass the
securities underlying the futures and options. Upon prior written confirmation from the F&I
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 long-term asset mix
goal and rate of return objectives of the Fund. 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, with written approval of the
university. Sufficient assets must be held to cover commitments due to the derivatives transactions.
No derivatives can be used for speculative trading or to create a portfolio with leverage. Purchase or
sale of any of these instruments for speculative purposes is prohibited.

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.

Global investments may only be made by the Active Global Equity Manager. Active Canadian
Managers may only invest in Canadian investments, excluding any references to the contrary
specifically outlined above. Passive Managers may only invest in securities that are contained in the
appropriate benchmark index(es) for their mandate(s), subject to residual cash holdings and approved
purchases of U.S. treasury bonds.

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.

5. Rebalancing

The Fund will adjust the asset mix consistent with the investment objectives described in this
document.

6. Conflict of Interest Policy and Disclosure Requirements

These guidelines apply to members of the F&I Committee, Fund Managers, Custodians, Trustees, the
university and any employee or agent retained to provide services to the Fund.
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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 investments of the Fund 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
Fund, material ownership, membership on the boards of other corporations, or actual or proposed
contracts.

Disclosure Requirements—Persons listed above shall disclose the nature and extent of any conflict
to the F&I 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 disclosing the conflict does not have voting power, he/she may elect to continue in
his/her activities in respect to the issue in conflict only with the unanimous approval of the members
with voting rights. The notification made by him/her shall be considered a continuing disclosure on
that issue, until such time as he/she advises that the conflict no longer exists.

7. Lending of Cash and Securities

The Fund may not lend cash other than through investments described in these guidelines. Upon
approval of the university, the Fund may enter into securities loan agreements. Such loans must be
secured by cash and/or readily marketable government bonds, treasury bills and/or letters of credit,
discount notes and banker’s acceptances of Canadian chartered banks. The amount of collateral taken
for securities lending should reflect best practices in local markets. The market value relationship
between collateral and securities on loan must be calculated at least daily. For equity loans, high
quality, liquid assets, may also be accepted as collateral. The terms and conditions of any securities
lending program will be set out in a contract with the Custodian. The Custodian shall, at all times,
ensure that the university has a current list of those institutions that are approved to borrow the
investments of the Fund. Where the Fund is invested in pooled Fund, security lending will be
governed by the terms and conditions set out in the pooled fund contract.

8. Delegation of Voting Rights

The Fund Managers are delegated the responsibility of exercising all voting rights acquired through
the investments of the Fund. The Fund Managers will exercise acquired voting rights with the intent
of fulfilling the investment objectives and guidelines of the Fund. At least on an annual basis, the
Fund Managers shall report their voting rights to the university. However, in those situations in
which the exercise of voting rights could have significant financial impact upon the assets of the
Fund, the Fund Managers will secure guidance from the university as to how the rights should be
voted. On items for which the Fund Manager has voted against management, the Fund Manager will
provide the university with their rationale for voting in this manner at least on an annual basis.
Further, the Fund Managers should advise the university regarding their voting on any unusual items
at least on an annual basis.
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9. 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 university if the market for any investment held by the Fund

becomes inactive and provide for the university’s consideration a method for valuing the affected
investment.

10. Borrowing

The Fund shall not borrow money.

11. Conflicts between the Guidelines and Pooled Fund Investment
Policies

To the extent that the assets of the Fund are invested in pooled funds, the provisions of the pooled
fund’s own investment policy will supersede these guidelines. The Fund Manager is required to
advise the university in the quarterly compliance report in the event of any material discrepancies
between the guidelines and the pooled fund’s own investment policy.

In the event that the Fund Manager is not in compliance with the Fund Manager’s own investment

policy, the Fund Manager is required to advise the university immediately, detail the nature of the
non-compliance and recommend an appropriate course of action to remedy the situation.

12. Dismissal of a Fund Manager

Reasons for considering the termination of the services of a Fund Manager include, but are not
limited to, the following factors:

e performance results which are below the stated performance benchmarks;

e changes to the overall structure of the assets of the Fund such that the Fund Manager’s services are
no longer required;

e changes in personnel, firm structure, ownership or investment philosophy; and/or,

e failure to adhere to these guidelines.

In the event that a new Fund Manager must be selected or additional Fund Manager(s) are added to
the existing structure, the university will undertake an investment manager search. The criteria used
for selecting a Fund Manager will be consistent with the investment and risk objectives set out in
Section 3.
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13. Guidelines Review

The guidelines may be reviewed and amended at any time, but must be formally reviewed by the
university at least annually.

10
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To be completed by Fund Managers each quarter.

UNIVERSITY OF WATERLOO
BOARD OF GOVERNORS

Finance and Investment Committee
20
b

This is to certify that I/we have adhered to the guidelines contained in the January 1, 2012 version
of the “Endowment Fund Investment Guidelines” for the University of Waterloo, approved by the
University of Waterloo.

Signed

On behalf of

Date

11
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University of Waterloo
PENSION & BENEFITS COMMITTEE
Report to the Board
February 7, 2012

Further information is available at: http://secretariat. uwaterloo.ca/Committees/board/pb. htm

FOR APPROVAL

1.

Statement of Investment Policies & Procedures for UW Pension Plan
Motion: To approve the January 1, 2012 version of the University of Waterloo Pension Plan (2011)
Statement of Investment Policies & Procedures (the “SIPP”). See Attachment 1.

Background: There have been no substantive revisions made since the SIPP was approved at the June
2011 board meeting. The university’s consultants, Aon Hewitt, advised that there were no statutory or
regulatory changes necessitating revisions to the SIPP. The committee reviewed the SIPP for other
possible amendments; however, given the amendments made last year, the committee felt that further
revisions were not required.

FOR INFORMATION

2. Indexing of Health and Dental Plan Maxima

In light of the current economic conditions and the restrictions imposed by the Public Sector
Compensation Restraint to Protect Public Services Act, 2010, the committee decided not to index the
health and dental plan maxima for 2012. UW’s dental plan will move as scheduled to the 2010 dental
fee schedule.

lrmw Janet Passmore, Chair
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Attachment 1

University of Waterloo Pension Plan (2011)
STATEMENT OF INVESTMENT POLICIES AND PROCEDURES
January 1,2012

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. Borrowing

12. Conflicts Between the Policy and Pooled Fund Investment Policies

13. Dismissal of a Fund Manager

14. Policy Review
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1. PURPOSE

The primary goal of the University of Waterloo Pension Plan (2011) (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 (“Statement™) 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 philosophy, 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 Plan 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 philosophy, policies, objectives and strategies, and a P&B Committee to assist in the

management of the pension fund.

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

the content of this document;
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the selection of a Consulting Actuary;

the selection of Fund Managers;

the selection of a Custodian/Trustee to hold the pension fund assets; and
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; and,
report to Plan members on at least an annual basis.

The Fund Managers will:

participate, at least 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 philosophy and other 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;

comply with all relevant laws concerning the investment of the pension fund; and

complete and deliver a compliance report (see page 11) to the P&B Committee and the Fund’s
Consulting Actuary each quarter. The compliance report will indicate whether or not the Fund
Manager was in compliance with this Statement during the quarter. In the event that the Fund
Manager is not in compliance with this Statement, the Fund Manager is required to advise the
P&B Committee immediately, detail the nature of the non-compliance and recommend the
appropriate course of action to remedy the situation.

The Fund Manager is expected to comply, at all times and in all respects, with the Code of Ethics
and Standards of Professional Conduct as promulgated by the CFA Institute.

The Fund Manager will manage the assets with the care, diligence and skill that an investment
manager of ordinary prudence would use in dealing with pension plan assets. The Fund Manager
will also use all relevant knowledge and skill that it possesses or ought to possess as a prudent
investment manager.

The Consulting Actuary will:
assist in the preparation and subsequent annual reviews of this document;

participate in all reviews of the Fund Managers and the Plan;
report, at least semi-annually, on the performance of the Fund Managers and the Plan;
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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,

assist in the development and implementation of this Statement;

monitor the performance of the Plan and the Fund Managers on a regular basis, and contact the
chair of the P&B Committee immediately if there are adverse changes of any kind, which
warrant further review and/or investigation;

support the P&B Committee on matters related to investment management and administration
of the Plan; and

meet with the P&B Committee as required.

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

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 Plan 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 ten-year period.

Investment Philosophy. All equity investments are to be made using the long-term value approach
by investing in companies at prices below their underlying long-term values to protect capital from
loss and earn income over time. The fund managers will attempt to identify financially-sound
companies with good potential profitability which are selling at a discount to their intrinsic value.
Appropriate measures of low prices may consist of: low price-earnings, high dividend yields,
significant discounts to book value and low price to free cash flow. Downside protection is obtained
by seeking a margin of safety in terms of sound financial position and a low price in relation to
intrinsic value. Appropriate measures of financial integrity include debt/equity ratios, financial
leverage, asset turnover, profit margin, return on equity, and interest coverage. It is anticipated that
purchases will be made when economic and issue-specific conditions are less than ideal and
sentiment is uncertain or negative. Conversely, it is expected that gains will be realized when issue-
specific factors are positive and sentiment is buoyant. Assets of the Fund are administered and
managed on a combined basis through specialist portfolios. Fund managers will be expected to
generate a rate of return in the first quartile or better over a market cycle.

Volatility Expectation. The volatility of the Plan is directly related to its asset mix, and specifically,
the balance between Canadian bonds, Canadian equities and foreign equities. Since the Fund
Managers do not have authority to make any type of leveraged investment on behalf of the Plan, the
volatility of the Plan should be similar to the volatility of the Benchmark Portfolio set out below.
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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.

Canadian S&P/TSX 10.0% 10.0% - -
Equities Composite
U.S. Equities S&P 500 - - - 10.0%
Us $) (Hedged to
$ Cdn)
Global Equities MSCI World § | - - 30.0% -
Cdn
Fixed Income DEX Universe | 6.7% - - 33.3%
Bond

A portion of the Plan is invested in a buy-and-hold real return bond portfolio. The foregoing table
applies to the remaining portion of the Plan.

A diversified management structure has been adopted for the Plan consisting of several managers.
This structure has been adopted as it is believed that the different investment mandates will result in
increased diversification, while reducing the “manager risk” effect for the total Plan.

The investment management structure employs a mix of active and passive management styles.
Active management has been adopted for portions of the assets as it provides the opportunity to
outperform common market indices over the long-term, while controlling active risk levels. Passive
management has been adopted for portions of the assets as it minimizes the risk of
underperformance relative to a benchmark index and is generally less expensive than active
management.

Fund Manager Investment Objectives. Subject to the constraints cited in section 5, Fund
Managers will employ security selection and asset allocation 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
earned by investing in securities that compose an index which is representative of a specific market.

Fund Manager performance will be considered satisfactory if the annualized return (before
investment management fees) over consecutive four-year periods exceeds the return that could have
been earned by passively managing the combined Benchmark Portfolio by 100 bps for Active
Canadian Equity Managers, 200 bps for Active Global Equity Managers and 50 bps for Active
Canadian Fixed Income Managers. Similarly, for the Canadian Balanced Managers, performance
will be considered satisfactory if the annualized return (before investment management fees) over
consecutive four-year periods exceeds the return that could have been earned by passively managing
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the combined Benchmark Portfolio by 80 bps. For Passive Canadian Fixed Income Managers
(excluding U.S. treasuries), performance will be considered satisfactory if the tracking error is not
more than +/- 10 bps over one-year periods and +/- 6 bps over consecutive four-year periods.
Similarly, for the hedged U.S. Equity Passive Managers, performance will be considered satisfactory
if the tracking error is no more than +/- 20 bps over one-year periods and +/- 10 bps over
consecutive four-year periods.

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:

Asset Classes (excluding real return bonds)

SS lass

Fixed Income 70%
Cash or Equivalent 10%
Equities

30% 70%
Alternatives

0% 20%
Total

* These assets can be held in any combination of pooled funds or individual investments.

+ The asset classes exclude real return bonds. The long-term objective of the plan is to hold 70% of
retiree liabilities in this type of investment.

** Minima and maxima do not sum to the total, as this would introduce artificial constraints.

Liquidity. All investments should be reasonably liquid (i.e. under normal circumstances, they
should be capable of liquidation within one month).

Passively Managed and Specialty Investments. Assets that are passively managed or managed by
specialty managers (e.g. global equities) are normally expected 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, global depository receipts, exchange-traded index
participation units, units of income trusts domiciled in jurisdictions that provide limited liability
protection to unitholders and securities convertible into common shares. American Deposit Receipts
(ADRs) are considered to be Non-Canadian/Non-US investments. No single equity shall represent
more than 10% of the total market value of any one of the Fund Manager’s equity portfolios.
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Fixed Income. Bonds (including real-return bonds), debentures, mortgage loans, mortgage-backed
securities, preferred shares and asset-backed securities (ABS’s). Investments in Canadian bonds and
debentures will have a minimum rating of BBB or an equivalent rating, as rated by at least two of the
three Recognized Bond Rating Agencies at the time of purchase. The following rating agencies shall
be considered to be “Recognized Bond Rating Agencies™: (i) Dominion Bond Rating Service
(Canadian issuers only); (ii) Standard and Poor’s and (iii) Moody’s Investor Services. Not more
than 10 % of the market value of the Canadian fixed income securities shall be invested in BBB
bonds or debentures. In addition, up to 10% of the actively managed fixed income portfolio
(excluding the buy and hold U.S. treasuries) may be invested in debt denominated in U.S. currency,
including debt issued by the U.S. Government, its agencies and instrumentalities. No other foreign
currency debt will be purchased.

Alternatives. Investments outside the traditional asset classes of stocks, bonds and cash. Examples
of alternative investments are real estate, infrastructure, private equity, and hedge funds

Downgrades in Rating Quality. In the event that a security is downgraded below the stated
minimum in the Statement, the following steps will be taken: (i) The Fund Manager will notify UW
of the downgrade by telephone at the earliest possible opportunity; (ii) Within ten business days of
the downgrade, the Fund Manager will advise UW in writing of the course of action taken or to be
taken by the Fund Manager, and its rationale; and (iii) Immediately upon downgrade, the Fund
Manager will place the asset on a Watch List subject to monthly review by the Fund Manager with
UW until such time as the security matures, is sold or until it is upgraded to a level consistent with
the purchase quality standards as expressed in the guidelines mentioned above.

Split Ratings. In cases in which the Recognized Bond Agencies do not agree on the credit rating,
the bond will be classified according to the methodology used by DEX, which states: (i) if two
agencies rate a security, use the lower of the two ratings; (ii) if three agencies rate a security, use the
most common,; (iii) if all three disagree, use the middle rating.

Derivatives, Options and Futures. Derivatives, options and futures on any securities allowable
under the Statement, including index options and futures. These instruments will be used to protect
against losses from changes in exchange rates, interest rates and market indices. 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 Plan’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, 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. Sufficient assets must be held to
cover commitments due to the derivatives transactions. No derivatives can be used for speculative
trading or to create a portfolio with leverage. Purchase or sale of any of these instruments for
speculative purposes is prohibited.

Pooled Funds. Open-ended 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.
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Global investments may only be made by the Active Global Equity Managers. Active Canadian
Managers may only invest in Canadian investments, excluding any references to the contrary
specifically outlined above. Passive Managers may only invest in securities that are contained in the
appropriate benchmark index(es) for their mandate(s), subject to residual cash holdings and
approved purchases of U.S. treasuries.

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.

6. REBALANCING

The Plan will adjust the asset mix consistent with the investment philosophy described in this
document.

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, Custodian/Trustee, the Administrator and any employee or agent retained to provide
services to the Plan.

Contflict 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 made verbally and recorded in the
minutes of the meeting.

If the person disclosing the conflict does not have voting power, he/she may elect to continue in
her/his activities with respect to the issue in conflict only with the unanimous approval of the
members with voting rights. The notification made by her/him shall be considered a continuing
disclosure on that issue, until such time as he/she advises that the conflict no longer exists.

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:
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10.

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
Plan) 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).

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. Such
loans must be secured by cash and/or readily marketable government bonds, treasury bills and/or
letters of credit, discount notes and banker’s acceptances of Canadian chartered banks. The amount
of collateral taken for securities lending should reflect best practices in local markets. The market
value relationship between collateral and securities on loan must be calculated at least daily. For
equity loans, high quality, liquid assets, may also be accepted as collateral. The terms and
conditions of any securities lending program will be set out in a contract with the Custodian. The
Custodian shall, at all times, ensure that the UW has a current list of those institutions that are
approved to borrow the Plan’s investments. Where the Plan is invested in a pooled fund, security
lending will be governed by the terms and conditions set out in the pooled fund contract.

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. At least on an annual basis, the Fund
Managers shall report their voting rights to the P&B Committee. However, in those situations in
which 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.
Further, the Fund Managers should advise the P&B Committee regarding their voting on any
unusual items or items they voted against management (together with reasons) at least on an annual
basis.

VALUATION OF INVESTMENTS

It is expected that all the securities held by the Plan will have an active market and therefore
valuation of the securities held by the Plan 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
Plan becomes inactive and provide for the Committee’s consideration a method for valuing the
affected investment.
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11. BORROWING
The Plan shall not borrow money.
12. CONFLICTS BETWEEN THE POLICY AND POOLED FUNDS INVESTMENT POLICIES

To the extent that the Plan’s assets are invested in a pooled fund, the provisions of the pooled fund’s
own investment policy will supersede the above guidelines. The Fund Manager is required to advise
UW in a quarterly compliance report in the event of any material discrepancies between the above
guidelines and the pooled fund’s own investment guidelines.

In the event that the Fund Manager is not in compliance with the Fund Manager’s own investment
policy, the Fund Manager is required to advise UW immediately, detail the nature of the non-
compliance and recommend an appropriate course of action to remedy the situation.

13. DISMISSAL OF A FUND MANAGER

Reasons for considering the termination of the services of a Fund Manager include, but are not
limited to, the following factors:

performance results which are below the stated performance benchmarks;

changes to the overall structure of the Plan’s assets such that the Fund Manager’s services are
no longer required,;

changes in personnel, firm structure, ownership or investment philosophy; and/or,

failure to adhere to this Statement.

In the event that a new Fund Manager must be selected or additional Fund Manager(s) are added to
the existing structure, UW will undertake an investment manager search. The criteria used for
selecting a Fund Manager will be consistent with the investment and risk philosophy set out in
Section 4.

14. POLICY REVIEW
The Statement may be reviewed and amended at any time, but it must be formally reviewed by UW

at least annually.

January 2012
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To be completed by Fund Managers immediately prior to each quarterly review.

UNIVERSITY OF WATERLOO
REGISTERED PENSION PLAN INVESTMENTS SUBCOMMITTEE
, 201

This is to certify that I/we have adhered to the guidelines contained in the January 2012 version of the
“Statement of Investment Policies and Procedures™ for the University of Waterloo Pension Plan (2011),
approved by the Board of Governors of the University of Waterloo.

Signed

On behalf of

Date
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University of Waterloo
BOARD OF GOVERNORS
February 7, 2012

FOR APPROVAL

Department of Co-operative Education & Career Services Name Change

Motion: That the Board of Governors approve the following name change: “Co-operative Education &
Career Services” to “Co-operative Education & Career Action,” subject to approval by Senate at its
February 27, 2012 meeting.

Rationale: In 2010, Career Services changed its name to Centre for Career Action (CCA), as part of a
larger plan to encourage more students to use the services and resources available to them to support their
career goals. The shift from “Services™ to “Action” reinforces the value to students and was endorsed by
student research at that time. CCA continues to actively market its services and resources to all students,
to build awareness and counter the misperception that it is only available to co-op students.

The current motion brings the department name into alignment with the Centre for Career Action name,
reinforcing the CCA name and reducing student confusion. The proposed name has been approved by the
associate provost, resources.

The proposed name change, if approved, would be implemented gradually, with a target completion date
of Dec. 2012.

Peggy Jarvie
Executive Director
Co-op Education & Career Services
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BOARD OF GOVERNORS
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FOR APPROVAL

School of Optometry Name Change
Motion: That the Board of Governors approve the following name change: “School of Optometry” to
“School of Optometry and Vision Science.”

[Note: Approved by Senate at its November 21, 2011 meeting].
Rationale: To adopt a name that more fully reflects the school’s academic programmatic activity.

The School of Optometry offers the following degree programs: Doctor of Optometry, Master of Science
(Vision Science) and Doctor of Philosophy (Vision Science). The University of Waterloo began offering a
Doctor of Optometry program in 1967. Optometry’s M.Sc. program was initiated in 1972 and the Ph.D.
program commenced in 1980. From the school’s inception, a minimum of 60 optometry students have been
admitted yearly, and 90 students since 2007. Initially, the school’s graduate program was very small. For
example, in the 1980s, the graduate student complement typically involved less than five to six students at
one time. Since then, the graduate program has grown substantially. This fall there are approximately 50
graduate students in optometry. To date, an indication of graduate program activity has not been described
by the school’s name.

Before a faculty vote was taken on the proposed name change, discussions were held at Optometry Faculty
Council and Administrative Council meetings and input from staff and students (both undergraduate and
graduate) was considered. The faculty-approved voting process involved requiring a support vote of 50%
plus one of distributed ballots to change the school name. With 31 faculty members, 16 faculty were needed
to support a name change. In June 2011, 31 ballots were distributed. Of the 24 returned ballots, 19 were in
support and five were against the name change. The optometry faculty have supported changing the
school’s name from School of Optometry to School of Optometry and Vision Science.

At the October 20, 2011 Science Faculty Council meeting, a motion to change the school’s name to School
of Optometry and Vision Science was considered after consideration of the rationale for the change. A
unanimous vote in support of the name change was recorded.

Terry McMahon
Dean, Faculty of Science
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