University
of Victoria

UNIVERSITY OF VICTORIA
BOARD OF GOVERNORS
Tuesday, September 26, 2017
2:00 - 3:00 p.m.
Senate and Board Chambers
DRAFT AGENDA - OPEN BOARD
Welcome
1. Approval of Agenda
2. Summary Record

a. Regular Meeting of June 27, 2017 (attached

MOTION:
That the summary record of the open session of the regular meeting of
June 27, 2017 be approved.

3. Business Arising

4. Remarks from the Chair

5. Correspondence

6. President’s Report

a. Preliminary Enrolment Update

CONSENT
7.  Audit Committee (Ms. Beverly Van Ruyven)

a. PSAS Budget Approval and Government Reporting Entity Quarterly Reports —
period ending June 30, 2017 BOG-Sept26/17-14

MOTION:

That the Board of Governors approve the budget prepared for inclusion in the
reporting on the 2017/18 University of Victoria Consolidated financial statements in
accordance with the Public Sector Accounting Standards, as per Schedule A.



8.  Operations and Facilities Committee (Ms. Cathy Mclintyre)

a.

b.

Status Report on Capital Projects BOG-Sept26/17-11

President’s Vietnam Scholarship BOG-Sept26/17-3(

MOTION:
That the Board of Governors approve the President’s Vietnam Scholarship, subject
to approval by Senate.

Revisions to the Procedures for Interim Executive Appointments and Board
Chair Position Description BOG-Sept26/17-22

MOTION:
That the Board of Governors approve the proposed amendments to the Board Chair
Position Description effective October 1, 2017.

AND
That the Board of Governors that the Board of Governors approve the proposed

amendment to the Procedures for Interim Executive Appointments effective October
1, 2017.

9. Finance Committee (Ms. Ida Chong)

a.

Short Term Investment Report to June 30, 2017 BOG-Sept26/17-06

MOTION:
That the Board of Governors that the Board of Governors approve the updated
Short Term Investment Policy FM5200 as presented in Appendix 3.

Long-Term Disability Trust Financial Statements BOG-Sept26/17-08

Pro Forma Motion:  That the above items be approved by the Board of Governors by

REGULAR

consent.

10. Operations and Facilities Committee (Ms. Cathy Mcintyre)

a.

b.

Strategic Planning Update BOG-Sept26/17-28

2017/18 Five Year Capital Plan BOG-Sept26/17-19

MOTION:
That the Board of Governors approve the 2017/18 Five Year Capital Plan and
submit capital priorities to the Ministry on the basis of the Capital Plan.

Academic Staffing, Recruitment, and Vacancies Report BOG-SeptZG/l?-Oj




11.

12.

13.

14.

15.

Finance Committee (Ms. Ida Chong)

a. 2017/18 Budget Expenditure Allocation Report BOG/Sept26/17-04

Executive and Governance Committee (Ms. Daphne Corbett)

a. Proposed Changes in Board Procedures BOG-Sept26/17-17

MOTION:

That the Board of Governors approve the revised Procedures, as attached and
amended, for the year 2017/18 and the Statement of Responsibilities of the Board
of Governors and its Members.

External Relations Update BOG-Sept26/17-24

Other Business

Adjournment



University
of Victoria

UNIVERSITY OF VICTORIA
BOARD OF GOVERNORS
Tuesday, June 27, 2017, 11:00 a.m.
Michael Williams Building Boardroom 120

OPEN SESSION

DRAFT SUMMARY RECORD

Present: Ms. Daphne Corbett (Chair), Mr. Nav Bassi, Prof. Jamie Cassels, Ms. Sara
Maya Bhandar, Dr. Hélene Cazes, Ms. Ida Chong, Ms. Lindsay LeBlanc, Mr.
Ben Lukenchuk (via telephone), Ms. Cathy Mclintyre, Mr. Michael Mitchell, Ms.
Shelagh Rogers, Ms. Beverly Van Ruyven, Dr. David Zussman, Dr. Julia
Eastman (Secretary)

Regrets: Dr. Ana Maria Peredo, Dr. David Castle, Ms. Carmen Charette, Ms. Gayle
Gorrill
Invitation: Dr. Valerie Kuehne, Mr. Murray Griffith and Ms. Teresa Watson

1. Approval of Agenda

MOTION: (C. Mclintyre/N. Bassi)
THAT the agenda of the open session of the regular meeting of June 27, 2017 be
approved.

CARRIED

2. Summary Record
a. Regular Meeting of May 30, 2017
MOTION: (C. Mclintyre/B. Van Ruyven)
THAT the summary record of the open session of the regular meeting of May
30, 2017 be approved.
CARRIED

3. Business Arising from the Summary Record

There was none.



4. Remarks from the Chair
There were none.

5.  Correspondence

There was none.

6. President’s Report

Prof. Cassels expressed thanks on behalf of UVic’s executive to departing Board members for
their outstanding service and participation.

Prof. Cassels advised Board members of the passing of former Board Chair, Mr. lan Stewatrt.
He spoke about Mr. Stewart’s immense contributions and said that a celebration of Mr.
Stewart’s life would be held at the University Club on July 315,

Prof. Cassels noted that Convocation week had been a huge success and more than 3600
students had graduated. He acknowledged Chancellor Rogers for her central role in such a
positive week. Ms. Rogers spoke about the joys of Convocation and of celebrating our students
and their achievements. She thanked members of the Ceremonies and Events Office and, in
particular, Convocation and Events Manager Jeanie Gunn, for all their excellent work in
organizing the ceremonies.

Prof. Cassels advised that the renewal of the Equity and Human Rights Office was well
underway and a search has been launched for a new director. He also noted that the new
Sexualized Violence Education and Prevention Coordinator position had been filled.

Prof. Cassels spoke about his recent visit to Mexico and the work being done to reestablish
connections with Mexico including Exchange Agreements and co-op opportunities.

The President reported briefly on recent developments at the federal level.

CONSENT
7. Operations and Facilities (Ms. Cathy Mcintyre)

a. Due Diligence Reports 2016 BOG-Jun27/17-05

8. Finance Committee (Ms. Ida Chong)

a. University of Victoria Staff Pension Plan Financial Statements for the Year
Ended December 31, 2016 BOG-Jun27/17-10

b. University of Victoria Staff Pension Plan Compliance Report for the Year
Ended December 31, 2016 from Staff Pension Plan Governance Committee
BOG-Jun27/17-11



C. University of Victoria Staff Pension Plan Investment Performance Report for
the Period Ended March 31, 2017 BOG-Jun27/17-12

d. Graduate Students’ Society Referendum Re Extended Health and Dental Plans
BOG-Jun27/17-23

MOTION:

THAT the Board of Governors approve changes to the Graduate Students’ Society
(GSS) extended health and dental plans subject to the GSS referendum of June 28
and 29, 2017, as outlined in the letter of June 12, 2017 from the Executive Director
of the GSS to Gayle Gorrill, Vice-President Finance and Operations.

Pro Forma Motion: (N. Bassi/H. Cazes)
That the above items be approved by the Board of Governors by consent.
CARRIED

REGULAR
9.  Operations and Facilities Committee (Ms. Cathy Mclintyre)
Ms. Mclintyre advised that the Committee had received two updates under Business Arising.

(i)  She reported an editorial change to the Sexualized Violence Prevention and Response
Policy to reflect the fact that a successor policy to the Violence and Threatening Behavior
Policy was not yet ready for approval. She said the Committee had been briefed on the
development of the successor policy.

(i)  Ms. Mcintyre provided an update on the Child Care After School Care Program. She said
the Committee was very supportive of the initiative to expand the number of full-day care
spaces on campus. Arrangements had been made to accommodate children affected by
the closure of Centre 6 in order to make this expansion possible, including a temporary
program to be offered at the Family Centre in 2017/18. It was noted that it will not be
possible for the temporary program to include winter and spring break After School Care,
as was previously the case. Ms. Mclntyre advised that an expression of concern had been
received from a parent and that the Committee recognized and commended the efforts
made by Student Affairs and Child Care Services to accommodate those affected.

a. 2017-18 University of Victoria Institutional Accountability Plan and Report
BOG-Jun27/17-07

Ms. Mclintyre advised that a detailed report and presentation on the annual report, to the
Ministry of Education, had been received and reviewed by the Committee.

MOTION: (C. Mclintyre/M. Mitchell)
THAT the Board of Governors approve the University of Victoria Institutional
Accountability Plan and Report.

and



That the Board of Governors authorize the President and the Board Chair to make
any final adjustments to the Institutional Accountability Plan and Report.

CARRIED

b. Status Report on Capital Projects BOG-Jun27/17-04

Ms. Mclintyre advised that the Status Report on Capital Projects had been provided to the
Committee with updates on progress related to the District Energy Plant and the Queenswood
Property.

10. Finance Committee (Ms. Ida Chong)

a. 2016/17 Year End Management Statements and Budget Review
BOG-Jun27/17-13

Ms. Chong advised that the 2016/17 Year End Management Statements and Budget Review
had been received and reviewed by the Committee.

b. Statement of Financial Information for the Year Ended March 31, 2017
BOG-Jun27/17-15

Ms. Chong advised that the Statement of Financial Information for the Year Ended March 31,
2017 had been received and reviewed by the Committee. Mr. Murray Griffith Executive Director
Financial Services, then provided a PowerPoint presentation to Board members highlighting the
key points of the report.

MOTION: (I. Chong/C. Mclntyre)

THAT the Board of Governors approve the Statement of Financial Information for the
year ended March 31, 2017 and that the Chair of the Board of Governors and the
Vice-President Finance and Operations be authorized to sign on the Board’s behalf.

CARRIED
C. Purchasing Policy (FM5105) BOG-Jun27/17-08

Ms. Chong stated that the updated and revised policy had been received and reviewed by the
Committee. She said the new policy reflected the current environment and standards and would
reduce the amount of administrative work.

MOTION: (I. Chong/S. Rogers)
THAT the Board of Governors approve the revised Purchasing Policy (FM5105).

CARRIED

11. Executive and Governance Committee (Ms. Daphne Corbett)
a. Review of Board Governance Checklist

MOTION: (D. Corbett/B. Van Ruyven)
THAT the Board of Governors approve the posting of the updated board
governance checklist, as circulated, on the university’s website for 2017/18 as

part off UVic’s accountability framework.
CARRIED



12. External Relations Update BOG-Jun27/17-17

Ms. Jennifer Vornbrock, Director Community and Government Relations, provided the Board
with a summary of the External Relations update highlighting the ongoing activities within the
division.

13. Other Business

There was none.

14. Adjournment

There being no other business the meeting adjourned at 11:28 a.m.
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University
of Victoria

SUBMISSION TO THE UVIC BOARD OF GOVERNORS

FOR DECISION
To: Audit Committee
24
From: VICE-PRESIDENT FINANCE AND OPERATIONS %//
cc: President and Vice-Chancellor
Meeting Date: September 26, 2017
Subject: PSAS BUDGET APPROVAL AND GOVERNMENT REPORTING
ENTITY QUARTERLY REPORTS - PERIOD ENDING JUNE 30, 2017
Basis for Jurisdiction: Committee’s Terms of Reference 6.1

Recommendation:

That the Audit Committee recommend to the Board of Governors that the Board of Governors
approve the budget prepared for inclusion in the reporting on the 2017/18 University of Victoria
Consolidated financial statements in accordance with the Public Sector Accounting Standards,
as per Schedule A.

Background:
Since 2003, B.C. universities have been included in the Government Reporting Entity (GRE) in

order to facilitate the consolidation of University Financial Statements into the Public Accounts
of the Province.
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Inclusion in the GRE requires the filing of two quarterly reports within the tight deadlines set by
the Office of the Comptroller General. The first report is a quarterly year to date financial report
known as Appendix C, while the second report is a forecast providing projections of the
Universities financial statements for the current year plus three years.

With the adoption of Public Sector Accounting Standards supplemented with Treasury Board
regulations 257/2010 and 198/2011 as of March 31, 2013, these quarterly reports now follow
the new PSAS basis of presentation.

Both reports have been submitted to the Ministry of Advanced Education. The Ministry has also

been provided with a “confirmation” that the Forecast Report and assumptions have been
reviewed by the Chair of the Audit Committee.

Year to Date Financial Report (Appendix C)

The year to date financial report consists primarily of a Statement of Financial Position and a
Statement of Operations together with a number of supplementary schedules designed to
identify significant inter-company transactions between the University and other government
entities. This detail allows the Province to eliminate any duplication of revenue, expense, assets
or liabilities in the consolidated Public Accounts.

The figures reported are actual results for the three-month period ending June 30, 2017 with
additional analysis and breakdown of inter-company transactions in excess of $100,000.

Highlights of the report are as follows:

Statement of Operations

e Expenses exceed revenues at June 30, 2017 resulting in reported net loss of $21.5
million. This compares to a $11.6 million net loss reported for the three months ended
June 30, 2016. Losses result from the fact that the first three months of the fiscal year
are low revenue producing months (i.e., Tuition and Ancillary Operations) while
expenses are distributed more evenly throughout the year. Investment income in the first
quarter of 2017 was a gain of $2.7 million compared to a gain of $2.9 million in 2016.

Forecast Report

The Forecast Report consists of a current year forecast plus projections for three additional
years presented in the form of a Statement of Operations (revenues and expenses), a
Statement of Financial Position (assets, liabilities and equity) and a Statement of Changes in
Financial Position (changes in cash and temporary investments). The report is submitted in
June and updated for any significant change in assumptions in either October or January.

As we are not permitted to forecast a deficit (excluding unrealized gains and losses and before
endowment contributions) any deficits must be offset on the “Unallocated Pressures” line of the
report.
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Key Forecast Amounts Budget
Estimate Forecast Forecast Forecast

($ thousands) 2017/18 2018/19 2019/20 2020/21
Total Revenue (570,161) (578,698) (587,563) (598,087)
Total Expense 566,080 577,300 586,625 596,732
Net (Revenues) Expenses (4,081) (1,398) (938) (1,355)
Gain on sale of capital assets (4,000)
Operating Net (Income) Loss for Ministry (8,081) (1,398) (938) (1,355)
Endowment Contributions (8,000) (8,000) (8,000) (8,000)
Net (Income) (16,081) (9,398) (8,938) (9,355)
Capital Asset Additions 84,857 64,637 45,852 42,578
Debt (48,693) (46,486) (44,172) (41,747)

Key Assumption Amounts 2017/18 2018/19 2019/20 2020/21
Grant Funding (operating grant only) 181,567 185,740 188,193 188,569
grug)ent FTEs (Government Funded 15,863 15,863 15,863 15,863
Tuition fee increases 2.0% 2.0% 2.0% 2.0%

Key assumptions include:

e Operating grant funding as per 17/18 ministry letter. Domestic and international tuition
will increase at the assumed rate of inflation;

o Compensation costs in accordance with Provincial mandate and current collective
agreements;

¢ Provincial mandate changes to be funded by the Province;

e Routine capital forecasted assuming it will remain consistent with 16/17 ministry funding;
and

e Research revenue to remain at FY17 levels.
¢ Dunsmuir sale will be completed within the year resulting in a gain on sale.
Risks in achieving the projected revenues and expenditures include market risk; difficulty in

predicting sponsored research and specific purpose revenues and expenses as these are
applied for and granted by external agencies.
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Budget Approval:

Public Sector Accounting Standards (PSAS) require a Board approved, consolidated, all-funds
budget on a PSAS basis to be reported on the audited financial statements. The Q1 forecast
forms the basis for this budget and Schedule A outlines how this forecast translates into the
budget figures to be reported on the March 31, 2018 financial statements. Schedule B outlines
how this budget compares to the 2017 budget and actual results.

Attachments:
Schedule A — Reconciliation of the 2017 Q1 Forecast to the 2018 PSAS Budget

Schedule B — Comparison of the 2017 PSAS Budget to the 2016 PSAS Budget and Actuals
Schedule C — Q1 GRE Reports



Schedule A
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Reconciliation of the 2017 Q1 Forecast to the 2018 PSAS Budget

Per PSAB Forecast to Province

Per PSAB Forecast

PSAB Financial Statement Line ltems

PSAB Budget (Operating Statement)

Operating contributions from Provincial Ministries (188,600)
Operating contributions from Provincial Crown Corps & Agencies (11,600)
less: VIHA and Island medical funding (included in other contributions) 10,000
(190,200) Province of British Columbia grants (190,200)

Operating contributions from the Federal Government (60,000) Government of Canada grants (60,000)
Operating contributions from other sources (28,000) Other government Grants (20,000)
add: VIHA and Island medical funding (included in other contributions) (10,000) Donations, non-government grants and contracts (18,000)

(38,000) (38,000)
Deferred capital contributions from Province (11,380)
Deferred capital contributions from Federal Government (11,810)
Deferred capital contributions from Other Sources (3,330)

(26,520) Revenue Recognized from Deferred Cap Contributions (26,520)
Sales of goods and services to Crown Corps & Agencies (including contracts) (1,100)
Sales of goods and services to others (contracts and other sales) -
Sales of goods and services to others (Ancillary Services) (70,841)

(71,941) Sales of Services and Products (71,941)
Domestic Tuition and Mandatory Fees (100,100) Student tuition - credit couses (135,123)
International Tuition and Mandatory Fees (53,900) Student tuition - non-credit courses (18,877)

(154,000) (154,000)

Earnings from Government Business Enterprises (GBES) (600) Income from GBE (600)
Investment earnings (not included in above) (4,400) Investment Income (21,400)
Other revenue (not included above) (7,500)
Recognition of endowment investment income (17,000)
Realized investment earnings (gains)/losses -

(24,500) Other Revenue (7,500)
Total Revenue (570,161) (570,161)
Expenses - debits
Salaries and benefits 356,000 Instruction and non-sponsored research 230,402
Cost of goods sold 13,000 Academic and student support 143,576
Operating costs paid to Provincial Ministries - Administrative support 19,705
Operating costs paid to Provincial Crown Corps & Agencies 6,600 Facility operations and maintenance 48,533
Other operating costs (less amortization & debt servicing) 101,000 Sponsored research 110,271
Capital asset amortization expense 45,810 External engagement 13,593
Capital asset write-downs -
Grants to Crown Corporations and other Agencies 500
Grants to third parties (Scholarships) 40,000
Grants to third parties (Foundations and Other) -
Debt service costs (net of sinking fund earnings) 2,370
Amortization of debt issue costs -
Other 800
Total Expense 566,080 566,080

Note 1

PSAB requires expenses to be presented by function, which are significantly different than forecast template provided by the Province. In order to determine our budgeted expenses by function, we use total forecasted

expenditures, multiplied by the prior year functional allocation of actual expenditures.

Total forecasted expenditures

Expense

Instruction and non-sponsored research
Academic and student support
Administrative support

Facility operations and maintenance
Sponsored research

External engagement

566,080

230,401.81

143,576
19,705
48,533

110,271
13,593

566,080

Functional Allocation from fiscal 2017 (Actual Results)

41%
25%
3%
9%
19%
2%
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Schedule B
Comparison of the 2018 PSAS Budget to the 2017 PSAS Budget and Actuals

2018 PSAB Budget 2017 PSAB Budget 2017 PSAB Actual Budget to Actual Variance As %

Revenue
Province of British Columbia grants (190,200) (184,700) (178,174) [ (12,026) 7%
Government of Canada grants (60,000) (58,000) (58,755) [ (1,245) 2%
Other government Grants (20,000) 19,000 (20,921) [ 921 -4%
Student tuition - credit couses (135,123) (132,747) (136,369) [ 1,246 -1%
Student tuition - non-credit courses (18,877) (19,253) (19,052) [ 175 -1%
Donations, non-government grants and contracts (18,000) 19,000 (18,670) [ 670 -4%
Sales of Services and Products (71,941) (68,161) (70,527)' (1,414) 2%
Investment Income (21,400) (19,400) (19,846)' (1,554) 8%
Income from GBE (600) (600) (486)" (114) 23%
Other Revenue (7,500) (6,000) (7,953)' 453 -6%
Revenue Recognized from Deferred Cap Contribution (26,520) (26,556) (26,473)' (47) 0%

(570,161) (553,417) (557,226) (12,935) 2%
Expenses
Instruction and non-sponsored research 230,402 213,910 223,785 " 6,617 3.0%
Academic and student support 143,576 135,418 139,453 [ 4,123 3.0%
Administrative support 19,705 18,225 19,139 [ 566 3.0%
Facility operations and maintenance 48,533 50,679 47,139 [ 1,394 3.0%
Sponsored research 110,271 113,947 107,104 [ 3,167 3.0%
External engagement 13,593 11,048 13,203 [ 390 3.0%

566,080 543,228 549,823 16,257 3.0%
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Schedule C — GRE Reports

Please report all debits as positive numbers and Forecast Projections
credits as negative numbers 2017/18 2018/19 2019/20 2020/21
—————————————————————— $thousands - ----------------

Revenue - (credits)
Amortization of contributions:

Operating contributions from Provincial Ministries (188,600) (192,000) (194,200) (198,000)
Operating contributions from Provincial Crown Corps & Agencies (11,600) (10,160) (10,160) (10,160)
Operating contributions from the Federal Government (60,000) (60,000) (60,000) (60,000)
Operating contributions from other sources (28,000) (29,000) (30,000) (31,000)
Deferred capital contributions from Province (11,380) (11,360) (11,370) (11,390)
Deferred capital contributions from Federal Government (11,810) (11,790) (11,800) (11,830)
Deferred capital contributions from Other Sources (3,330) (3,330) (3,330) (3,330)

Contributed surplus - - o -
Sales of goods and senvices to Provincial Ministries (including

contracts)

Sales of goods and senices to Crown Corps & Agencies (including

contracts) (1,100) (1,100) (1,100) (1,100)
Sales of goods and senvices to others (contracts and other sales)

Sales of goods and senvices to others (Ancillary Senices) (70,841) (72,258) (73,703) (75,177)
Domestic Tuition and Mandatory Fees (100,100) (102,050) (104,000) (105,950)
International Tuition and Mandatory Fees (53,900) (54,950) (56,000) (57,050)
Recognition of endowment investment income (17,000) (18,000) (19,000) (20,000)

Realized investment earnings (gains)/losses - = = =

Earnings from commercial subsidiaries (GBE's) (600) (600) (600) (600)
Investment Earnings (not included abowe) (4,400) (4,400) (4,400) (4,400)
Other revenue (not included above) (7,500) (7,700) (7,900) (8,100)

Total Revenue (570,161) (578,698) (587,563) (598,087)

Expenses - debits

Salaries and benefits 356,000 364,000 370,000 376,000

Cost of goods sold 13,000 13,260 13,525 14,500

Operating costs paid to Provincial Ministries

Operating costs paid to Provincial Crown Corps & Agencies 6,600 6,700 6,800 6,900

Other operating costs (less amortization & debt senicing) 101,000 103,020 105,080 107,182

Capital asset amortization expense 45,810 46,650 47,550 48,480

Capital asset write-downs

Grants to Crown corporations and agencies 500 500 500 500

Grants to third parties (Scholarships) 40,000 40,000 40,000 40,000

Grants to third parties (Foundations and Other)

Debt senice costs (net of sinking fund earnings) 2,370 2,370 2,370 2,370

Amortization of debt issue costs

Other 800 800 800 800
Total Expense 566,080 577,300 586,625 596,732

Net (Revenues)/Expenses before extraordinary items (4,081) (1,398) (938) (1,355)

(Gain) loss on sale of capital assets (4,000) - - -

Net (Revenues)/Expenses (8,081) (1,398) (938) (1,355)

Unallocated Pressures (use in Q1 only)

Operating Net (Income) Loss (for Ministry) (8,081) (1,398) (938) (1,355)

Endowment (restricted asset) contributions (8,000) (8,000) (8,000) (8,000)

Net (Income) Loss (PSI) (16,081) (9,398) (8,938) (9,355)
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University of Victoria

April 1, 2017 - June 30, 2017

Please report all debits as positive numbers and credits as negative numbers.

Please report all items in 000s of dollars.

All figures should be on a GROSS basis.

Boxes marked in grey are protected and the numbers come from formulas or the indicated schedule.
Boxes in red are normallyin a credit (negative) balance, those in normallyin a debit (positive) balance.

Statement of Operations
Reportin '000s

REVENUE

Grants Direct transfers from the province -45,723
Direct transfers from Crown corporations or government orgs -852
Transfers from the federal government -1,673

-48,248|

Deferred contributions Recognition of Deferred Capital Contributions provincial -2,856
Recognition of Deferred Capital Contributions non provincial oth. -996
Recognition of Deferred Capital Contributions Federal -2,808
Recognition of Deferred Contributions provincial -2,339
Recognition of Deferred Contributions Federal -20,332
Recognition of Deferred Contributions non provincial -7,820

-37,151]

Other revenues Tuition Fees - Domestic -6,548
Mandatory Fees (related to tuition) - Domestic -579
Tuition Fees - International -7,693
Mandatory Fees (related to tuition) - International -680
Sinking fund earnings 0|
Recognition of debt premium 0|
Realized investment Gains/Losses 0
Recognition of Endowment Investment earnings -1,841
Investment earnings -873
(Gain) loss on sale of tangible capital assets
Miscellaneous -1,069

:

-19,283|

Sales of goods and senices Sales of goods or senices to the province (including contracts)

Sales of goods or senices to Crown corps or govt orgs (including contracts) -801
Sales of goods or senices to non-related entities (Contracts)
Sales of goods or senices to non-related entities (Ancillary Senvices) -12,566
-13,367]
TOTAL REVENUE -118,049
EXPENSE
Salaries and benefits 85,420
Operating expense 33,206
Asset amortization expense 11,490
130,116
Grants Transfers to Crown corporations or government organizations 0|
Grants to third parties (Scholarships) 6,122
Grants to third parties (Foundations and Other)
6,122
Debt expenses Debt seniice costs (gross of sinking fund investment) 552
Recognition of debt discount 0
552
Other Expenses Cost of goods sold 2,659
Expense due to valuation allowance 0|
Restructuring exit expenses
Other miscellaneous expenses
Purchases from Crown corporations or government orgs 1,297
Purchases from Provincial Ministries
3,956
TOTAL EXPENSE 140,746
(SURPLUS) DEFICIT FOR THE YEAR, BEFORE ENDOWMENT CONTRIBUTIONS 22,69

Endowment Contribution - New Contributions (external sources) -1,00:
Endowment Contribution - Transferred to/(from) Restricted Deferred Revenue (capitalization) -15

(SURPLUS) DEFICIT FOR THE YEAR 21,53

ACCUMULATED (SURPLUS) DEFICIT

Opening Accumulated (Surplus) Deficit, before Accumulated Remeasurement (Gains)/Losses -719,754
(Surplus) Deficit for the Year 21,533
Prior Period Adjustments (see below) 0|
Other Adjustments to Accumulated (Surplus) Deficit (see below) 0
Closing Accumulated (Surplus) Deficit, before Accumulated Remeasurement (Gains)/Losses -698,221
Opening Accumulated Remeasurement (Gains)/Losses -16,321
Net Remeasurement (Gains) and Losses for the Year 357
Closing Accumulated Remeasurement (Gains) and Losses -15,964

Closing Accumulated (Surplus) Deficit - Combined -714,185
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of Victoria

SUBMISSION TO THE UVIC BOARD OF GOVERNORS

FOR INFORMATION

To: OPERATIONS AND FACILITIES COMMITTEE

From: VICE-PRESIDENT FINANCE AND OPERATIONS %//
cc: President and Vice-Chancellor |

Meeting Date: September 26, 2017

Subject: STATUS REPORT ON CAPITAL PROJECTS

Basis for Jurisdiction: Committee’s Terms of Reference

Strategic Relevance:

Objective 36: To manage and protect our human, financial, physical and information resources in
a responsible and sustainable fashion.

Previous Consultation:
Report provided to Board of Governors Operations and Facilities Committee at each meeting.

Background:

Attached please find the regular Board reports on the status of capital projects for current
approved capital projects.

Attachment(s):
VPFO/FMGT Project Updates: September 01, 2017

1. District Energy Plant
2. Queenswood



E UViC VPFO / FMGT PROJECT STATUS UPDATE
DISTRICT ENERGY PLANT

September 1, 2017

| PROJECT: DISTRICT ENERGY PLANT
Project No: 16-02534
Project Consultants: DIALOG/FVB Energy Inc.
Construction Manager: Farmer Construction Ltd.
. APPROVED BUDGET FMGT Forecast Costs
BUDGET STATUS: 01-Sept-16 01-Sept-2017
Consulting $2,888,770 $2,888,770
Construction $13,900,000 $13,900,000
Completion $1,900,000 $1,900,000
Contingency $780,000 $780,000
Sub-Total $19,468,770 $19,468,770
GST (1.65%) $321,230 $321,230
$19,790,000 $19,790,000

TOTAL PROJECT COSTS

e Total commitments to date are approximately $18,652,000, representing 94% of the

approved Budget of $19,790,000.

Target Date

SCHEDULE STATUS: 01-Apr-18

Actual / Forecasted Date

01-July-17

PHASE 1 — New Building w/3 Boilers, Underground Services (April 2016 to August 2018)

Schematic Design Jun 2016
Design Development Oct 2016
Construction Documents Mar 2017
Tender Apr 2017
Construction Stage Feb 2018
Commissioning Mar 2018
Fit-up and Move In Apr 2018

Jun 2016
Oct 2016
Mar 2017
May 2017
May 2018

Jul 2018
Aug 2018

PHASE 2 — Energy Transfer Station Renovations (Apr 2017 to Aug 2018)

Construction Documents Apr 2018

Tender Jun 2018

Construction Stage Feb 2019

Commissioning Mar 2019
Page | 1

Dec 2017
Jan 2018
Jul 2018
Aug 2018

S:\_Buildings and Properties\BPO65 - Capital Projects\Project Files\2016-17\16-02534\9 - Correspondence\d. Internal\20170831 16-02534

Capital Projects MonthlyStatusRep Aug2017.docx




1018 VPFO / FMGT PROJECT STATUS UPDATE
% UViC QUEENSWOOD — OCEANS & CLIMATE CAMPUS

September 8, 2017

| PROJECT: QUEENSWOOD - OCEANS & CLIMATE CAMPUS

Project No: SIF 35338/QW-01

Project Consultants: KPL James Architects

Construction Manager: Kinetic Construction
. APPROVED BUDGET Forecast Costs
BUDGET STATUS: 1-August-2016 31-July-2017
Consulting $955,000 $1,054,604
Construction $4,450,000 $6,059,101
Completion $126,900 $199,501
Contingency $1.354,475 $556,937
Sub-Total $6,886,375 $7,870,143
GST (1.65%) $113.625 $129,857
$7,000,000 $8,000,000

TOTAL PROJECT COSTS

e Total expenditures to date are approximately $1,380,728 representing 19.7% of the approved

budget of $7,000,000

Actual / Forecasted

SCHEDULE STATUS: Target Date Date
PHASE 1 — Base Building Demolition & Hazmat
Preliminary Investigation & Design Nov 2016 Dec 2016
Contract Documentation Dec 2016 Mar 2017
Issue for BP, Tender & Award Jan 2017 Mar 2017
Hazmat Remediation & Demolition Apr 2017 Jun 2017
Substantial Completion May 2017 Jun 2017
PHASE 2 — Base Building Upgrades
Concept Development & Design Dec 2017 Jun 2017
Contract Documentation Mar 2017 Aug 2017
Issue for BP, Tender & Award Apr 2017 Aug 2017
Mechanical, Electrical, Structural Upgrades Nov 2017 Dec 2017
Substantial Completion Dec 2017 Feb 2018
PHASE 3 —Interior and Tenant Improvements
Programming and Space Planning Jan 2017 Mar 2017
Interior Design Development May 2017 Jul 2017
Issue for BP, Tender & Award Aug 2017 Aug 2017

Page | 1




1018 VPFO / FMGT PROJECT STATUS UPDATE September 8, 2017
E UViC QUEENSWOOD — OCEANS & CLIMATE CAMPUS

Interior Improvements Dec 2017 Apr 2018

Substantial Completion Dec 2017 Apr 2018

Major Risks:

See request for budget increase: #BOG21: Queenswood Oceans and Climate Campus Budget
Increase Approval

Page | 2
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University
of Victoria

SUBMISSION TO THE UVIC BOARD OF GOVERNORS

FOR DECISION

September 11, 2017

To: Operations and Facilities Committee
} j LA i
From: Valerie Kuehne, Vice-President Academic and Provost
cc: President and Vice-Chancellor
Meeting Date: September 25, 2017
Subject: President’s Vietham Scholarship
Basis for Jurisdiction: University Act, 27(2)(k)

Senate Committee on Awards meeting on August 21, 2017

Strategic Relevance: This new award supports our objective of increasing financial support
to current and future students. The award supports our student recruitment and retention
strategies, provides competitive undergraduate scholarships that enable us to be internationally
competitive in the recruitment and retention of outstanding students (see objectives 2, 4,16 b) and
18 b) of the Strategic Plan).

Previous Consultation: At its meeting on August 21, 2017, the Senate Committee on Awards
approved the proposed terms of reference for President’s Vietnam Scholarship. The Senate
Committee on Awards recommends that the Board of Governors approve this award, subject to
approval by Senate.
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Recommendation:

THAT the Operations and Facilities Committee recommend to the Board of Governors that
the Board of Governors approve the President’s Vietnam Scholarship, subject to approval
by Senate.

Background:

President Cassels is leading a UVic mission to Vietnam from October 10 to 22, 2017. The goal of
the mission is to promote UVic as an education destination of choice for highly qualified
Vietnamese students. The mission planning team is proposing that this new scholarship program
be announced by President Cassels during his travel to Vietnam.

Positioning the announcement during President Cassels’ travel provides opportunity to showcase
UVic and promote the new scholarship during the Vietham EduCanada Fairs organized by the
Canadian Embassy in Vietnam.

Timing and Approvals:

The Senate Committee on Awards approved the award at its meeting on August 21, 2017 and will
be recommending approval of the award to Senate at its meeting on October 6, 2017.

The recommendation to have this award approved by the Board at this time is due to the timing of
the UVic mission. Normally, the proposals for new awards are reviewed and approved by Senate
and then recommended for approval by the Board.

The proposed terms of reference for the scholarship as approved by the Senate Committee on
Awards on August 21, 2017 are:

President’s Vietham Scholarship (New-UG)

Three scholarships of $10,000 each are awarded to academically outstanding international
students from Vietnam entering the first year of an undergraduate program at the University
of Victoria.

Planned Further Action:

If approved by the Board of Governors, the President’s Vietnam Scholarship will be included on the
list of new awards going to Senate for approval at their meeting October 6, 2017. Should the
Vietnam Scholarship also be approved by Senate, it will then be announced by the President in
Vietnam as proposed.
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University
of Victoria

SUBMISSION TO THE UVIC BOARD OF GOVERNORS

FOR DECISION
September 11, 2017
To: OPERATIONS AND FACILITIES COMMITTEE
From: University Secretary ﬂﬁ
cc: President and Vice-Chancellor
Meeting Date: September 28, 2017
Subject: Revisions to the Procedures for Interim Executive Appointments and Board
Chair Position Description
Basis for Jurisdiction: University Act, s. 27

Board Procedures, s. 10
Strategic Plan, s. 8 & 36

Strategic Relevance:

Objective 8:  To recruit and retain a diverse group of outstanding staff by providing rewarding and
fulfilling careers at the University of Victoria.

Objective 36: To manage and protect our human, financial, physical and information resources in
a responsible and sustainable fashion.

Previous Consultation:
Discussion with Board of Governors May 2017



Recommendation:

THAT the Operations and Facilities Committee recommend to the Board of
Governors that the Board of Governors approve the proposed amendments to the
Board Chair Position Description effective October 1, 2017.

AND

THAT the Operations and Facilities Committee recommend to the Board of
Governors that the Board of Governors approve the proposed amendment to the
Procedures for Interim Executive Appointments effective October 1, 2017.

Background:

In May 2016, the Board of Governors approved Procedures for Interim Executive Appointments to
assign decision making authority and operational responsibility when the University President, a
Vice-President, or the University Secretary is unable to fulfill their responsibilities due to iliness,
vacation, absence, or other events.

For the purposes of these Procedures, “Interim Executive Officer” means an individual who has
been appointed to fulfill the decision making functions and duties of an Executive during a planned
or unplanned absence of up to three months, where the incumbent retains the position and yet is
unable to fulfill their responsibilities and duties. In cases where an appointment is needed for more
than three months, the procedures for appointing an Acting Executive as per the relevant university
appointment policies and procedures apply.

In May 2017, the university’s Manager of Emergency Planning facilitated an emergency exercise
for members of the Board of Governors to:

¢ highlight the emergency management framework in place at the University of Victoria,
including the functions of, and relationships between, the Board of Governors, the
Executive Policy Group, and the Emergency Operation Centre;

¢ llustrate the need for a prepared university where those in positions of leadership
understand their roles and are effective in crisis; and

e provide an opportunity for the Board of Governors to explore and clarify their role and
authorities in a crisis event.

The exercise was helpful to Board members in understanding the Board'’s role in a crisis. In the
subsequent discussion, it was noted that it would be desirable to clarify how an interim president
would be appointed if the President were ever incapacitated. The Board Chair’s role in supervising
the work of the President on behalf of the Board and providing advice and counsel to the President
are already set out in the Board Chair Position Description. Similarly, the existing Interim Executive
Appointment Procedures give the Chair a role in approving compensation for an Interim President
who is appointed for more than a short-term absence.

The following proposed revisions to the Interim Executive Appointment Procedures and the Board
Chair Position Description would make explicit the roles of the Board Chair and the Board in the
unlikely event that a President were ever to become incapacitated. The proposed revision to
sections (t) and (u) of the Position Description would also capture the Board Chair’s long-standing
roles with respect to Board members expenses and in the review and disposition of



correspondence to the Board. Finally, several editorial changes were made to the Board Chair
Position Description for greater clarity and accuracy.

Attachment(s):
Board Chair Position Description (with proposed revisions)

Procedures for Interim Executive Appointment Procedures (with proposed
revisions)
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BOARD CHAIR POSITION DESCRIPTION

The following describes the appointment, role and responsibilities of the Board Chair.

APPOINTMENT

The Board Chair is elected annually by the Board.

ROLE

The principal role of the Board Chair is to provide leadership to the Board of Governors.
The Board Chair is accountable to the Board, acts as a direct liaison between the Board
and administration, and represents the board internally and externally, including acting

as a spokesperson for Board decisions where appropriate.

DUTIES AND RESPONSIBILITIES
The specific duties and responsibilities of the Chair are to:

a) in concert with the President and Board Secretary, develop and set the Board

agenda and determine Board information packages;
b) act as Chair at meetings of the Board;

C) recommend an annual schedule of the date, time and location of Board and

Committee meetings;
d) call meetings of the Board;

e) recommend to the Board the Committees necessary for the effective functioning
of the board

f) appoint the Chairs and the Board members on each Committee annually prior to

the first fall meeting;

0) foster a constructive and harmonious relationship between the Board and

administration;
h) support and provide advice and counsel to the President;

)} lead the annual review of the President’s goals and performance;




BOARD CHAIR POSITION DESCRIPTION

)] ensure, on behalf of the Board, the accountability of the President for

achievement of his or her goals;

Hk)  approve the appointment of an Interim President, after consultation with the

Vice-Chair of the Board, were the President to become incapacitated. (This

appointment would be subject to ratification by the Board of Governors.)

1) chair Presidential search and review committees;

Bm)  foster good relations between the university and the community by representing

the Board at community functions and activities;

#n) contribute to positive internal relationships by representing the Board at

university functions and activities;
A)y0)  act as a liaison:
)] between administration and the Board,

i between the Government (as represented by the Minister of Advanced

Education or other officials) and the Board; and
iii) between the Senate and the Board;
e)p)  keep abreast generally of the activities of the University and the administration;

8)a)  ensure the delivery of information to Board membersthe-Geverrers on a timely

basis at all times to keep the membersGeveraers fully apprised of all matters
which are material to the BoardGeverners;

eyr)  ensure that Board membersGeverners are properly informed and that sufficient

and timely advance distribution of all background information is provided to
enable the membersGeverasrs to form appropriate judgements on issues coming

before the Board;
£)s) oversee any issues raised with respect to conflict of interest; and

1) oversee the Board Secretary’s office in administration of Board

members'directer's expense claims.

sjyu)  oversee the Board Secretary’s office in responding to correspondence to the

Board.




BOARD CHAIR POSITION DESCRIPTION

In addition, the Board Chair shall perform such other functions:
Hv)  as may be ancillary to the responsibilities described above; and

tyw) as may be delegated to the Board Chair by the Board from time to time.

Approved by the Board of Governors, March—274-200% [date]
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Procedures for Interim Executive Appointments

Procedural Authority: Board of Governors Effective date: Nevember-October
Procedural Officer: President 20176
Supersedes: July-November 2016
Last Editorial Change:

Parent Policies:

University of Victoria Procedures for the Search, Appointment, or Reappointment of the
President and Vice-Chancellor (GV0300)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President Academic and Provost (GV0305)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President Research (GV0310)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President Finance and Operations (GV0315)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President External Relations (GV0320)

University of Victoria Procedures for the Appointment of the University Secretary
(Registrar) (GV0325)

PURPOSE

1.00. To assign decision making authority and operational responsibility when the University
President, a Vice-President, or the University Secretary is unable to fulfill his or her
responsibilities due to illness, vacation, absence or other events.

DEFINITIONS
2.00. For the purposes of these Procedures:

“Interim Executive Officer” means an individual who has been appointed to fulfill the
decision making functions and duties of an Executive during a planned or unplanned
absence of up to three months, where the incumbent retains the position and yet is
unable to fulfill their responsibilities and duties.

“Executive” means the President, the Vice-Presidents and the University Secretary, as
per s. 8 of the Procedures of the Board,;
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http://www.uvic.ca/universitysecretary/assets/docs/policies/GV0300_1010_.pdf
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http://www.uvic.ca/universitysecretary/assets/docs/policies/GV0320_1078_.pdf
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http://www.uvic.ca/universitysecretary/assets/docs/policies/GV0325_1072_.pdf
http://www.uvic.ca/universitysecretary/assets/docs/policies/GV0325_1072_.pdf

3.00.

4.00.

5.00.

6.00.

7.00.

8.00.

9.00.

JURISDICTION
Under the University Act, s. 27(2), the Board has the power:

(f) with the approval of the senate, to establish procedures for the recommendation and
selection of candidates for president, deans, librarians, registrar and other senior
academic administrators as the board may designate;

(g) subject to section 28, to appoint the president of the university, deans of all faculties,
the librarian, the registrar, the bursar, the professors, associate professors, assistant
professors, lecturers, instructors and other members of the teaching staff of the
university, and the officers and employees the board considers necessary for the
purpose of the university, and to set their salaries or remuneration, and to define
their duties and their tenure of office or employment;

(h) if the president is absent or unable to act, or if there is a vacancy in that office, to
appoint an acting president;

In the Procedures of the Board, s. 11, the Board delegated to the President or the
appropriate Vice-President its authority to make appointments to all positions except the
President, Vice-Presidents, University Secretary and Director of Internal Audit.

The Presidential Appointment Procedures state in s. 2.00: “If necessary, the Board will
appoint an acting President...”

The vice-presidential appointment procedures state in s. 2.00: “If necessary, the Board
will appoint an acting Vice-President ...”

The University Secretary appointment procedure states in s. 2.00: “If necessary, the
Board will appoint an Acting University Secretary...”

SCOPE
This Procedure applies to all members of the Executive.

PROCEDURES

When a member of the Executive is, or is going to be, unable to fulfill his or her
responsibilities due to illness, vacation, absence or other events, an Interim Executive
Officer will be named. Normally, the Interim Executive Officer will be named prior to the
departure of the incumbent.

9.01 In the case of the President:

(a) the Vice-President Academic and Provost will be named as Interim
President;
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(b) If the Vice-President Academic and Provost is unable to serve as Interim
President, then the Vice-President Research will be named as Interim
President;

(c) If the Vice-President Research is unable to serve as Interim President,
then the Vice-President Finance and Operations will be named as Interim
President; and

(d) If the Vice-President Finance and Operations is unable to serve as Interim
President, then the Vice-President External Relations will be named as
Interim President.

9.02 Inthe case of a Vice-President or the University Secretary, the President will
approve the Interim Executive Officer appointment.

9.029.03 If the President becomes incapacitated, the Board Chair will approve the
appointment of an Interim President after consulting with the Board Vice-Chair.
This appointment is subject to ratification by the Board of Governors at the
earliest opportunity.

10.00. As Interim Executive Officer, the appointed individual takes on the decision making
functions and authorities of the incumbent. It is the responsibility of the office of the
Executive to ensure compliance with university policy, procedures and processes when
granting delegation of authority (such as signing authority).

11.00. Interim Executive Officer appointments may be made for up to three months. In cases
where an appointment is needed for more than three months, the procedures for
appointing an Acting Executive as per the relevant policies and procedures will apply —
see sections 5.00 to 7.00 above.

12.00. Interim Executive Officer appointments will ordinarily occur as a result of vacation
coverage or other short term absences and will therefore not attract additional
compensation. In the extraordinary circumstances where a longer term appointment is
necessary:

(a) the Interim Executive Officer may be compensated in accordance with the
compensation plan and salary range associated with the Executive position,

(b) such compensation to be approved by:

i. the President for individuals appointed as Interim Executive Officers,
other than the President;

ii. the Board Chair for individuals appointed as interim President.

Page 3 of 4



13.00. The office of the Executive who will be or is absent will, as appropriate, inform other
offices and bodies within and (if applicable) outside the university of the Interim
Executive Officer appointment.

RELEVANT LEGISLATION

University Act, RSBC 1996, c 468.

RELATED POLICIES AND DOCUMENTS

University of Victoria Procedures of the Board (2015)

University of Victoria Procedures for the Search, Appointment, or Reappointment of the
President and Vice-Chancellor (GV0300)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President Academic and Provost (GV0305)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President Research (GV0310)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President Finance and Operations (GV0315)

University of Victoria Procedures for the Appointment and Reappointment of the Vice-
President External Relations (GV0320)

University of Victoria Procedures for the Appointment of the University Secretary
(Registrar) (GV0325)
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University
of Victoria

SUBMISSION TO THE UVIC BOARD OF GOVERNORS

FOR DECISION
To: FINANCE COMMITTEE
From: VICE-PRESIDENT FINANCE AND OPERATIONS %///
cc: President and Vice-Chancellor
Meeting Date: September 26, 2017
Subject: SHORT TERM INVESTMENT REPORT — To June 30, 2017
Basis for Jurisdiction: Short-Term Investment Policy, FM5200

Strategic Relevance:

Objective 36: To manage and protect our human, financial, physical and information resources in
a responsible and sustainable fashion.

Recommendation:

THAT the Finance Committee recommend to the Board of Governors that the Board of Governors
approve the updated Short Term Investment Policy FM5200 as presented in Appendix 3.

Background:
The following report covers the portfolio and activity of the short-term investment funds (i.e., those

apart from pension, long-term disability trust and endowment funds) for the period ended June 30,
2017.
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Reporting Update:

Short Term Funds—Total Assets (Market Value of Average Monthly Holdings)-June 30, 2017

Allocation Held/Managed Millions ($) %
Cash (CAD and USD) Bank 13.2 9
Money Market RJ/HW/CDP 73.9 48
Short Term Bond and Mortgage Fund PH&N 31.2 20
Mortgage Pension Trust Fund PH&N 34.5 23
Total Fund 152.8 100

Report of Monthly Balances in Short-Term Investment Pooled Funds

Volatility of the monthly balances in the university’s short-term pooled investments are subject to
seasonality. The provincial operating grant is received bi-monthly, which coincides with payrolls
being run. The cash peaks generally occur in the fall (September/October) and winter
(January/February) when tuition revenues are collected. The following Graph #1 illustrates the value
of the short-term investment pool and the seasonality of inflows/outflows of the short-term fund levels
for the last three years. Capital outflows (i.e., CARSA from Apr. 2013 to Aug. 2015) are the primary
reason for the cash flow decrease during this period.

Graph #1 — Short Term Pooled Fund
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Short Term Interest Rate Activity

The Bank of Canada (BoC) has maintained a 0.50% overnight rate from July 15th, 2015 through
June 30", 2017. On July 13, 2017, the Bank of Canada (BoC) raised interest rates 25 bps from a
0.50% overnight rate to 0.75%. This was largely due to improved economic data lead by a growing
labour market and stronger business investment, as well as increased household spending in
Canada. During the first half of 2017, the Canadian Dollar (CAD) has appreciated versus the US
Dollar (USD) from $0.74 to $0.77 USD/CAD. The majority of this growth occurred during May and
June, with rates rising from $0.73 to $0.77, driven largely by an expected upcoming interest rate
hike. Since the end of Q2 the dollar has grown even further, reaching $0.81 on September 5, 2017.
The BoC stated that inflation has fallen since the beginning of the year to an average of 1.4% during
the second quarter, largely due to easing consumer energy prices (i.e., electricity rates) and
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automobile price inflation. CPI inflation is expected to slow further during the third quarter, but is
expected to reach close to 2% by mid-2018. The BoC also noted:

Canada’s economy has been robust, fueled by household spending. As a result, a significant
amount of economic slack has been absorbed. The very strong growth of the first quarter is
expected to moderate over the balance of the year, but remain above potential. Growth is
broadening across industries and regions and therefore becoming more sustainable. As the
adjustment to lower oil prices is largely complete, both the goods and services sectors are
expanding. Household spending will likely remain solid in the months ahead, supported by
rising employment and wages, but its pace is expected to slow over the projection horizon. At
the same time, exports should make an increasing contribution to GDP growth. Business
investment should also add to growth, a view supported by the most recent Business Outlook
Survey.

The Bank estimates real GDP growth will moderate further over the projection horizon, from 2.8
per centin 2017 to 2.0 per cent in 2018 and 1.6 per cent in 2019. The output gap is now
projected to close around the end of 2017, earlier than the Bank anticipated in its April Monetary
Policy Report (MPR).

Investment Yields

Table #1 and #2 below show the yield curve and the one-year implied change at June 30", 2018
compared to June 30", 2017. In contrast to the previous year, the 2, 5, 10, and 30 years rates have
grown higher during 2017, while the one-year rate has decreased slightly. The forward curve implies
an average rate increase of 27 bps over the next twelve months.

Table #1
Government of Canada Yields 1-year (%) 2-year (%) b-year (%) 10-year (%) 30-year (%)
June 30, 2017 0.50 1.09 1.38 1.75 213
Forward curve for June 30, 2018 1.23 1.29 1.59 1.91 220
Implied change (1 year) +0.73 +0.20 +0.21 +0.16 +0.07

(Source: PH&N)

Table #2
Government of Canada Yields 1-year (%) 2-year (%) S-year (%) 10-year (%) 30-year (%)
June 30, 2016 052 052 057 1.06 1.72
Forward curve for June 30, 2017 052 0.51 070 128 1.76
Implied change (1 Year) 0.00 -0.01 +0.13 +(.22 +0.04

(Source: PH&N)
Performance Review of Short-Term Investment Pooled Funds

The bank account earns a variable rate dependent on the average balance at the end of each month.
With a balance of $10 million or higher, UVic receives interest of 1.30% annually, based on the RBC
prime rate of 2.95% minus 1.65%. If the average bank balance falls below $10 million, UVic earns
1.25%, based on the prime rate minus 1.70%. Along with other major banks, RBC recently increased
their prime rates from 2.70% to 2.95% on July 13th, 2017. The bank account is used primarily for
near term liquidity requirements, as higher interest rates can be earned within other components of
the short-term pool.
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The Provincial Cash Deposit Program (CDP) continues to be used tactically in conjunction with our
existing money market investments made through Raymond James and Scotia Capital. The CDP
interest rate is 1.45% based on the CIBC prime rate of 2.95% less 1.50%.

A review of net performance shows that for the six-month period ending June 30, Raymond James,
HollisWealth and CDP holdings returned 0.74% compared to the benchmark (FTSE TMX 91-day T-
Bill Index) of 0.19%. The one-year return of the mandate was 1.52% and added 108 bps of value
relative to the benchmark. The yields remain low on an absolute basis, however the yield pick-up is
relatively large.

PH&N'’'s Short Term Bond and Mortgage Fund (STBMF) is benchmarked against the FTSE TMX
Short Term Bond Index. In the six months ending June 30, the Fund returned 0.38% and
outperformed its benchmark by 12 basis points (bps). The one-year return for the fund was 0.70%
and outperformed its benchmark by 50 bps, mainly as a result of performance in mortgage
investments as well as interest rate anticipation strategies. Consistent with the overall market and
as per table #3, the yield on the Fund has increased slightly to 1.83% compared to 1.48% one year
ago. Table #3 also shows how the composition of the Short Term Bond and Mortgage Fund
compares to its benchmark at June 30, 2017. The most significant difference relative to the
benchmark remains the underweight in Gov't of Canada and Provincial bonds and the overweight in
federal agencies and mortgages.
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Table #3
PH&N Short Term Bond & Mortgage Fund Portfolio Structure
as of June 30, 2017
PH&N Short Term Bond FTSE TMX Canada Short Term
& Mortgage Fund Overall Bond Index
Modified Duration: 2.66 Years Modified Duration: 2.83 Years
Term to Maturity: 2 86 Years Temn to Maturity: 297 Years
Yield to Maturity: 1.83% Yield to Maturity: 1.59%
Issuer Analysis
Cash &
Short Term  Morigages Gov'l of Gov't of
D.5% 11.0% Canada Canada
16.8% p— 306%
32.00%
Corporate
38.0%:

Federal
Agencies
262% Provingial Fadenl
Provincial 19.8% Eigmnt 8y
ey 17.8%

Rating Analysis*

Cash & BEB

Morpages  Shord Term 10,
n%& 0.5% -

ARD,
48 2%
ABA
52.7%
12.7% . .
Maturity Analysis
5-10 ¥ra =1 ¥r
50% 10.5%
15 Yrs
15 Yrs 400.0%

B4 %

*Cumrent ratings based on average ratings across rating agencies (OBRS, Moody's, S&P) where available. Ratings at the time of
purchase may be different.
Totals may not add to 100% due to rounding.

(Source: PH&N)

PH&N'’s Mortgage Pension Trust (MPT) is benchmarked against the FTSE TMX Short Term Overall
Bond Index + 1%. In the six months ending June 30, the Fund returned 1.43% and outperformed its
benchmark by 67 bps, largely due to the yield advantage of the underlying mortgages held in the
fund. On a one-year basis, the Fund returned 1.52% and outperformed the benchmark by 0.31%.
The duration profile is not actively managed due to the illiquid nature of the underlying securities.

Table #4 below details the breakdown of the fund by geographic distribution, property type and
maturity.
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Table #4
As of June 30, 2017
Geographic Distribution Property Type
o T Sk, T rede

Guebec
8.9%

22.9%

11.7% 13.2% 11.7%

Alberia _
10.5% Mixed Usa
135% |

Industrial
13.4%

. 19.4% Office
(3;;;&: 15.6%

Maturity Analysis

=17

(Source: PH&N)

Bond Market Outlook - PH&N Commentary

After having been range-bound through the first quarter, Canadian interest rates decoupled
briefly from their global peers amidst negative news surrounding Home Capital Group and
the accompanying contagion fears for the broader economy. As a result, Canadian interest
rates moved lower through early June, but rebounded on account of comments made by
the Bank of Canada (BoC) that signaled a potential rate hike much sooner than market
expectations. By the end of the quarter, Canada’s yield curve flattened significantly with
higher short-term yields, and marginally lower long-term yields.

Investor confidence remained strong as global economies appear to have achieved
significant progress back toward their full potential and global inflation readings are no
longer quite so low. Risk assets performed well as a result, leading to credit spread
compression, which in turn caused provincial and corporate bonds to outperform similar-
term federal counterparts across the maturity spectrum. Overall, the FTSE TMX Canada
Short Term Overall Bond Index delivered a return of -0.42% during the quarter.

The economic uptick that began in the summer of 2016 continued to strengthen this
quarter. Economic expansion is occurring on a global scale and leading indicators are
pointing to above-average economic growth across much of the world. That said, the initial
acceleration phase has slowed and, as a result, risk assets are still performing, but with
less momentum than at the turn of the year.
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e A number of structural headwinds — aging populations, a limited capacity to take on debt,
wealth inequality, globalization and a preference for safe assets — may limit the pace of
rising bond yields and restrain their ultimate long-term resting level. Against this backdrop,
we continue to see a wide range of possible outcomes, with arguments to be made for
higher, as well as lower, bond yields. Furthermore, we see the potential for short-term
volatility resulting from lingering uncertainties surrounding U.S. economic policies and the
effects of gradual stimulus removal by central banks.

Short Term Funds Investment Return Summary and Analysis

The overall average term to maturity and duration of the portfolio have decreased slightly since the
end of December. Since June 30, 2016 the term to maturity has remained the same at 1.4, but the
average duration has decreased slightly from 1.3 to 1.2. The average term to maturity is slightly
higher than the benchmark (1.3), but the average duration is in line with the benchmark. The overall
one-year return of the fund ending June 30, 2017 was 1.25% net of fees outperforming the
benchmark by 0.68%. Appendix 2 outlines that each mandate outperformed its benchmark.

6 Month 6 Month Over 1 Year 1 Year 1 Year Over
6 Month Total Benchmark (Under) Total Fund | Benchmark (Under)
Fund Return Return Performance Return Return Performance
0.79% 0.34% 0.46% 1.25% 0.57% 0.68%

The Consumer Price Index increased 1.0% over the same period and as a result, all things being
equal, the overall purchasing power of the fund increased modestly over the last year with returns
exceeding inflation by 0.25%.

Strong equity markets over the last seven years have valuations stretched and have left many equity
investors wondering when the market correction is coming and how large it will be. The S&P 500
has seen tremendous gains over the past year, especially since the election of Donald Trump. The
US index has steadily grown 19.0% over the previous 12 months ending June 30, 2017, with 13.3%
of that return since election night. In Canada, the TSX Composite Index has experienced impressive
gains as well, growing 9.3% over the previous 12 months ending June 30, 2017. However, Canadian
equities have begun to cool recently and the TSX has undergone a modest correction of 3.7% from
mid-February to the beginning of August.

As mentioned in previous Short Term Investment reports, low bond yields have left bond investors
searching for yield. Bond investors (and savers in general) require interest rates to rise to earn a
more sustainable ongoing yield. While this would be painful in the short to medium term, it would be
welcomed for investors in the long term.

We regularly monitor the S&P/TSX dividend yield compared to the 10 year BoC yield. Yields are
what investors earn while they hold an asset. In years past it was unusual to have a 10 year bond
yield less than the dividend yield on equities. At the end of June the dividend yield on the S&P/TSX
was 2.7% compared to a 10 year Canadian bond yield of 1.8%. This trend has persisted for the last
few years and has become the norm. In theory if yields on bonds are less than yields on equities
then bond investors are encouraged to take on more risk (traditionally investing in equities), reducing
the demand for bonds, decreasing prices and raising yields.
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For the fifth year, our report notes that interest rates on short-term investments continue to be
extremely low. However, following improving economic conditions during the second quarter, the
BoC suggested a possible rate hike was coming much sooner than expected. These rumours fueled
a rise in yields beginning in early June, and by the time of the July 12 interest rate hike
announcement, the market had priced in the rate increase. Since then, based on stronger economic
data than expected the BoC increased the overnight rate 25 bps for the second time this year to 1%,
a rate not seen since early 2015. Based on recent trading of interest rate derivatives there is a ~34%
probability of another interest rate hike in October and a ~57% probability of a hike in December.
We have seen a slow rise in rates offered by brokers over the previous few months, and expect this
trend to persist with further interest rate hikes. Similarly, we expect interest rates to move modestly
higher over the medium term (3-5 years), but with increased volatility.

Internal Lending

In addition to the short-term pool described earlier in this report, UVic has also lent funds to internal
parties. As at June 30, 2017 there were eight loans outstanding, with a total principal balance of
$36.8 million, and a weighted interest rate of 4.5%. Interest is received monthly, and is in addition to
income earned on the other components of the short-term pool.

Investment Broker Transition

We were advised by our investment manager that HollisWealth was purchased by Industrial Alliance
Financial Group and would be transitioning from being a subsidiary of Scotia Capital to Industrial
Alliance near the end of Q2 2017. As at September 5, 2017, the account opening process with Scotia
Capital is being finalized, and our assets are currently under management with Scotia Capital, as
HollisWealth has already made the transition to Industrial Alliance.

This transition has also left us in a good position to gauge the most competitive interest rates being
offered in the future. Should HollisWealth/Industrial Alliance provide very competitive rates, an in
depth review of their financial strength and creditworthiness will be undertaken.

University Student Investment Fund

The Faculty of Business has created a University Student Investment Fund to support student
education by providing hands on investment management experience. The students will be
overseen by an Investment Advisory Committee (IAC) comprised of investment professionals
recruited from industry willing to volunteer on behalf of UVic. The IAC will set the investment policy
statement (IPS) and ensure investments are made in accordance with the IPS. All investments will
be in accordance with Section 57 of the University Act and will be investments that a prudent
person would make.

The Short Term Investment Report covers the portfolio and activity of the short-term investment
funds (i.e., those apart from pension, long-term disability trust and endowment funds). Since the
amount of $270K being transferred to create the University of Victoria Student Investment Fund is
not material to the overall pool and is not being managed with the same operational cash mandate,
it is recommended to exempt the fund being managed by the students from Policy FM5200. A
revised policy, reflecting this exemption, is attached in Appendix 3.
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Managing Exchange Rate Risk

As per section 6.01 of the short term investment policy FM 5200 below, we manage the exchange
rate risk to reduce the risk of significant negative variances in our operating and research budgets
in the current fiscal year. This approach was chosen as we are mindful that our internal expertise is
to facilitate operational transactions and not to attempt to create value by taking currency positions.
In addition, it is important to recognize that budgets are established and modified an on annual basis
giving the opportunity for annual adjustments, if appropriate, based on economic circumstances.
The policy is as follows:

6.01 Currency (or Exchange Rate) Risk Management

The university recognizes that exchange rate risks are incidental to normal business
operations. The university does not normally hedge against foreign currency transactions
as a matter of general practice.

Where a specific transaction or group of transactions is to occur in a foreign currency and
the amount of the transaction exceeds $50,000 USD, or there is some concern about
currency fluctuations, the Vice President Finance and Operations may authorize the
purchase of hedging products which are effective in managing risk and make hedging
decisions based on the institution’s objectives and tolerance for risk, rather than market
conditions.

Implementation

After meeting with people in the Library, Systems and Oceans Network Canada (ONC) in April 2017,
~4.8 million U.S. dollars (USD) were purchased in order to mitigate the purchasing power of
expected Library and System purchases in 2017-18. A USD/CAD forward contract was purchased
on behalf of ONC in order to mitigate 75% of upcoming USD expenditures. The USD and USD
forward contracts were purchased at approximately 1 USD = 1.35 and 1.34 Canadian dollar (CAD)
respectively, which to date is modestly detrimental on an absolute basis but is consistent with the
intent of the currency hedging policy. The intent of the policy is to provide budget certainty in the
year in which the foreign currency is purchased.

Attachments:
Appendix 1: Report of Monthly Balances in Short-Term Investment Pooled Funds

Appendix 2: Investment Performance Report - Returns as at June 30, 2017
Appendix 3: Short-Term Investment Policy FM5200 — clean and with track changes
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Appendix 1 - Report of Monthly Balances in Short-Term Investment Pooled Funds?

RBC Money Market (RJ, CDP)
2016) Jul 14,502,467 11% 55,081,458 42% 53% 34,942,937 27,555,213 132,082,075
2016 Aug 15,004,908 12% 48,558,685 38% 50% 34,986,771 27,614,677 126,165,041
2016| Sep 21,433,195 16% 48,244,394 36% 53% 35,028,681 27,680,708 132,386,978
2016| Oct 19,409,229 12% 77,758,372 47% 59% 40,015,259 28,205,461 165,388,321
2016] Nov 9,198,085 6% 76,077,727 49% 55% 40,612,577 28,276,857 154,165,245
2016| Dec 9,959,211 7% 65,298,890 45% 52% 39,945,943 28,564,856 143,768,900
2017| Jan 11,545,332 8% 71,106,565 48% 55% 37,327,387 29,445,497 149,424,782
2017| Feb 16,778,259 10% 85,187,210 49% 59% 42,455,395 29,716,437 174,137,301
2017| Mar 6,909,974 4% 79,656,049 50% 54% 41,280,139 31,910,248 159,756,410
2017| Apr 4,889,370 3% 80,764,199 52% 55% 35,510,458 33,610,487 154,774,513
2017| May 11,495,688 8% 74,522,614 49% 57% 31,170,682 34,394,528 151,583,513
2017] Jun 13,221,534 9% 73,877,031 48% 57% 31,194,171 34,540,821 152,833,558

1 Assets are reported on average market monthly holdings

10
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Appendix 2 - Investment Performance Report - Returns as at June 30, 2017

Money Market Funds/Cash Deposit Program

Monthly FTSE | Monthly Over 1 Year Fund 1 Year FTSE TMX| 1 Year Over
Monthly Return| TMX 91-Day T- (Under) 91-Day T-Bill (Under)
. Return
Bill Index Performance Index Performance
0.13% -0.01% 0.13% 1.52% 0.45% 1.08%
PH&N — Short Term Bond and Mortgage Fund (Net Returns)
Monthly FTSE 3 Month FTSE 1 Year FTSE
Monthly TMX Short Monthly Over 3 Month | TMX Short 3 Month Over 1Year | TMX Short 1 Year Over
(Under) (Under) (Under)
Return Term Bond Return | Term Bond Return | Term Bond
Performance Performance Performance
Index Index Index
-0.83% -0.98% 0.14% -0.29% -0.41% 0.12% 0.45% 0.20% 0.24%
PH&N — Mortgage Pension Trust (Net returns)
Monthly 3 Month 1 Year
FTSE TMX | Monthly Over FTSE TMX 3 Month FTSE TMX 1 Year Over
I\:Z:Jr:ly Short Term (Under) 3R|\e/lt?1r::1h Short Term | Over (Under) ;eﬁ?; Short Term (Under)
Bond Index | Performance Bond Index | Performance Bond Index | Performance
+1% +1% +1%
-0.95% -0.89% -0.06% 0.41% -0.16% 0.57% 1.52% 1.20% 0.31%
Total Fund Return vs. Benchmark Return — (including bank deposits and based on average
monthly balances)
Monthly Monthly Monthly Over | 3 Month | 3 Month | 3 Month Over |YTD Total YTD YTD Over
Total Fund | Benchmark (Under) Total Fund| Benchmark (Under) Fund Benchmark (Under)
Return Return Performance Return Return Performance Return Return Performance
-0.32% -0.42% 0.11% 0.25% -0.08% 0.33% 0.79% 0.34% 0.46%

11
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Appendix 3: Short-Term Investment Policy FM5200 — With Track Changes

el

O
~>

University
of Victoria

University Policy No.: FM5200

Classification: Financial Management
Approving Authority: Board of Governors

SHORT-TERM INVESTMENT POLICY  Effective Date: September 2017

1.00

2.00

3.00

Supersedes: January 2017
Last Editorial Change: September 2014
Mandated Review: September 2024

BACKGROUND

The University of Victoria ("the University") has short-term investments from its operations
that do not include pensions, the University Student Investment Fund and endowments
that are separately managed. The short term investments arise from operating, research
and capital project financing received in advance, insurance reserves and from
appropriations of funds set aside for equipment replacement and future initiatives including
carryovers of funds not spent by departments in the fiscal year.

1.01 The cash flows of the University are generally predictable and permit the
investment of the short-term funds. A portion of the funds must be invested so that
they are sufficiently liquid to meet periodic cash needs of $5 million or more on
relatively short notice.

AUTHORITY

The funds are to be invested in accordance with Section 57 of the University Act, which
states that "subject to a contrary intent expressed in a gift, devise bequest or trust, Section
15 of the Trustee Act does not apply to investments made by a board of a university and
each board (a) may invest money belonging to the university and available for investment,
and (b) must, when investing under paragraph (a), make investments that a prudent
person would make."

INVESTMENT OBJECTIVES BASED ON RISK AND RETURN
The investment objectives are:

a) to preserve capital;

b) to provide liquidity by the investment of a portion of the Funds in liquid
short-term investments that can be converted to cash with no risk of
principal loss; and

C) to provide yield at a low level of volatility by the investment of a portion
of the funds in bonds.

12
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INVESTMENT CONSTRAINTS

The investment constraints are:
a) Liquidity

In light of the nature of the assets as per the asset allocation below a majority
of the assets will be invested in cash and cash equivalents with an average
duration of less than 90 days. This will minimize the liquidity risk that stems
from the lack of marketability of an investment that cannot be bought or sold
quickly enough to prevent or minimize a loss.

b) Credit Quality

The Fund assets are to be invested at all times in a prudently diversified
portfolio. Reference credit ratings for bonds are those as published and
regularly reviewed and/or revised by recognized debt rating agencies, including
DBRS, Standard & Poor’s and Moody’s.

The portfolio manager will be responsible for diversifying the bonds by type and
by sector and for prudently and diligently managing credit risk. If downgrades
occur it is expected the portfolio manager will closely monitor the situation and
provide updates to the University administration.

The Vice-President Finance and Operations will develop investment manager guidelines for
the universe bond mandate. These will be developed in conjunction with the investment
managers to ensure consistency with applicable pooled funds. These guidelines will be
reported to the Board as part of the semi-annually reporting on performance.

c) Mortgages

The investment constraints established above for credit quality minima
applicable to bonds shall by equivalency apply to the selection and weighting of
credit quality applicable to mortgage holdings. The portfolio manager will be
responsible for diversifying the mortgages by type and by geographic location
and for prudently and diligently managing the risks associated with exposure to
individual properties.

INVESTMENT MANAGERS

a)  Selection

The Vice-President Finance and Operations will recommend for the Board to
appoint one or more suitably qualified external professional investment
managers. The selection of an Investment Manager will be made in a prudent
manner, applying fair and reasonable identification, evaluation and selection
standards, taking into account for a potential Investment Manager:

e the relevant experience and expertise

13
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suitability of investment style

the structure of the organization

turnover of personnel

capacity and servicing capabilities

investment performance record, including consistency of performance and
risk

e investment management fees

b) Duties and responsibilities

e exercise care, diligence and skill of a prudent investment counsellor and shall
at all times act on a basis that is fair and reasonable

e adhere at all times to the Code of Ethics and Standards of Professional
Conduct adopted by the Association of Investment Management and
Research

e provide monthly reports of transactions and rates of return

e provide quarterly reports of portfolio holdings, results achieved and
explanations of any shortfall from the benchmark

¢ inform the Vice-President Finance and Operations promptly of any changes
in the Investment Manager's firm, including changes of ownership, senior
investment personnel or investment style

AUTHORIZED INVESTMENTS AND LIMITS

The distribution of weights among asset classes will be determined based on the
University’s cash balances, near-term liquidity requirements and capital plans over the
longer horizon. That in placing short-term investments, the Vice-President Finance and
Operations be instructed to advance funds to be managed within the Fund benchmark and
asset mix guidelines, as noted in the following tables. Should a large cash inflow or outflow
occur resulting in a breach of the maximum and minimum percentages below, the
University’s treasury staff will advise the Vice-President Finance and Operations of the
breach and take the steps necessary to rebalance within the policy parameters in a prudent
manner.

The distribution of weights among asset classes will be determined based on
the University’s cash balances, near-term liquidity requirements and capital
plans over the long term horizon.

Benchmarks

Asset Class Benchmark Benchmark (20)
Money Market (Cash FTSE TMX Canada 91-day T-Bill 55
and Cash Equivalents) | Index
Bonds FTSE TMX Canada Short Term o5

Bond Index

Mortaaces FTSE TMX Canada Short Term 20

gag Bond Index + 100 basis points

14
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Asset Class

Minimum (%6)

Target (%06)

Maximum (206)

Money Market (Cash

and Cash Equivalents) 40 55 70
Bonds 0 55 20
Mortgages 0 20 30

If there are any changes to investment managers or brokers, the Board will be
informed at the subsequent meeting.

6.01 Currency (or Exchange Rate) Risk Management

The University recognizes that exchange rate risks are incidental to normal business
operations. The University does not normally hedge against foreign currency
transactions as a matter of general practice.

Where a specific transaction or group of transactions is to occur in a foreign
currency and the amount of the transaction exceeds $50,000 USD the Vice-
President Finance & Operations may authorize the purchase of hedging products
which are effective in managing risk and make hedging decisions based on the
institution’s objectives and tolerance for risk, rather than market conditions.

REPORTING

7.00 A report of short-term investments will be submitted semi-annually to the Board of
Governors, including investment performance of each fund compared to benchmarks and
adherence to each fund's stated guidelines of duration, investment constraints and credit
risk exposure.

8.00 The Vice-President Finance and Operations is authorized to exercise discretion in varying
the application of the foregoing policy directives on the understanding that any such
variations shall be identified in the semi-annual reports referred to above, but in no event
shall investments be made in funds not authorized.

AUTHORITIES AND OFFICERS
The authorities and officers for this policy are:
i) Approving Authority — Board of Governors
i) Designated Executive Officer — Vice-President Finance and Operations

15
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Appendix 3: Short-Term Investment Policy FM5200 — With Track Changes

%% University

=y of Victoria
University Policy No.: FM5200

Classification: Financial Management
Approving Authority: Board of Governors
SHORT-TERM INVESTMENT POLICY  Effective Date: January-September 2017
Supersedes: January 2017 Jure-20069
Last Editorial Change: September 2014
Mandated Review: September 2024

BACKGROUND

1.00 The University of Victoria ("the University") has short-term investments from its
operations that areapartfremdo not include pensions, the University Student
Investment Fund and endowments that are prefessioraty-separately managed
externally. The short term investments furds-arise from operating, research and capital
project financing received in advance, insurance reserves and from appropriations of
funds set aside for equipment replacement and future initiatives including carryovers of
funds not spent by departments in the fiscal year.

1.01 The cash flows of the University are generally predictable and permit the
investment of the short-term funds. A portion of the funds must be invested so
that they are sufficiently liquid to meet periodic cash needs of $5 million or more
on relatively short notice.

AUTHORITY

2.00 The funds are to be invested in accordance with Section 57 of the University Act, which
states that "subject to a contrary intent expressed in a gift, devise bequest or trust,
Section 15 of the Trustee Act does not apply to investments made by a board of a
university and each board (a) may invest money belonging to the university and
available for investment, and (b) must, when investing under paragraph (a), make
investments that a prudent person would make."

INVESTMENT OBJECTIVES BASED ON RISK AND RETURN
3.00 The investment objectives are:

a) to preserve capital;

b) to provide liquidity by the investment of a portion of the Funds in liquid
short-term investments that can be converted to cash with no risk of
principal loss; and
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c) to provide yield at a low level of volatility by the investment of a
portion of the funds in bonds.

INVESTMENT CONSTRAINTS
The investment constraints are:
a) Liquidity

In light of the nature of the assets as per the asset allocation below a
majority of the assets will be invested in cash and cash equivalents with an
average duration of less than 90 days. This will minimize the liquidity risk
that stems from the lack of marketability of an investment that cannot be
bought or sold quickly enough to prevent or minimize a loss.

b) Credit Quality

The Fund assets are to be invested at all times in a prudently diversified
portfolio. Reference credit ratings for bonds are those as published and
regularly reviewed and/or revised by recognized debt rating agencies,
including DBRS, Standard & Poor’s and Moody’s.

The portfolio manager will be responsible for diversifying the bonds by type
and by sector and for prudently and diligently managing credit risk. If
downgrades occur it is expected the portfolio manager will closely monitor
the situation and provide updates to the University administration.

The Vice-President Finance and Operations will develop investment manager guidelines
for the universe bond mandate. These will be developed in conjunction with the
investment managers to ensure consistency with applicable pooled funds. These
guidelines will be reported to the Board as part of the semi-annually reporting on
performance.

c) Mortgages

The investment constraints established above for credit quality minima
applicable to bonds shall by equivalency apply to the selection and weighting
of credit quality applicable to mortgage holdings. The portfolio manager will
be responsible for diversifying the mortgages by type and by geographic
location and for prudently and diligently managing the risks associated with
exposure to individual properties.
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INVESTMENT MANAGERS

a)  Selection

The Vice-President Finance and Operations will recommend for the Board to
appoint one or more suitably qualified external professional investment
managers. The selection of an Investment Manager will be made in a prudent
manner, applying fair and reasonable identification, evaluation and selection
standards, taking into account for a potential Investment Manager:

the relevant experience and expertise

suitability of investment style

the structure of the organization

turnover of personnel

capacity and servicing capabilities

investment performance record, including consistency of performance and
risk

e investment management fees

b) Duties and responsibilities

e  exercise care, diligence and skill of a prudent investment counsellor and
shall at all times act on a basis that is fair and reasonable

e adhere at all times to the Code of Ethics and Standards of Professional
Conduct adopted by the Association of Investment Management and
Research

e provide monthly reports of transactions and rates of return
provide quarterly reports of portfolio holdings, results achieved and
explanations of any shortfall from the benchmark

¢ inform the Vice-President Finance and Operations promptly of any
changes in the Investment Manager's firm, including changes of
ownership, senior investment personnel or investment style

AUTHORIZED INVESTMENTS AND LIMITS

The distribution of weights among asset classes will be determined based on the
University’s cash balances, near-term liquidity requirements and capital plans over the
longer horizon. That in placing short-term investments, the Vice-President Finance and
Operations be instructed to advance funds to be managed within the Fund benchmark
and asset mix guidelines, as noted in the following tables. Should a large cash inflow or
outflow occur resulting in a breach of the maximum and minimum percentages below,
the University’s treasury staff will advise the Vice-President Finance and Operations of
the breach and take the steps necessary to rebalance within the policy parameters in a
prudent manner.
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The distribution of weights among asset classes will be determined based on
the University’s cash balances, near-term liquidity requirements and capital
plans over the long term horizon.

Benchmarks
Asset Class Benchmark Benchmark (%)
Money Market (Cash FTSE TMX Canada 91-day T-Bill 55
and Cash Equivalents) | Index
Bonds FTSE TMX Canada Short Term o5
Bond Index
Mortaaces FTSE TMX Canada Short Term 20
gag Bond Index + 100 basis points

Allocation Ranges

Asset Class Minimum (26) Target (%06) Maximum (26)
Money Market (Cash
and Cash Equivalents) 40 S5 70
Bonds 0 25 40
Mortgages 0 20 30

If there are any changes to investment managers or brokers, the Board will
be informed at the subsequent meeting.

6.01 Currency (or Exchange Rate) Risk Management

The University recognizes that exchange rate risks are incidental to normal
business operations. The University does not normally hedge against foreign
currency transactions as a matter of general practice.

Where a specific transaction or group of transactions is to occur in a foreign
currency and the amount of the transaction exceeds $50,000 USD the Vice-
President Finance & Operations may authorize the purchase of hedging products
which are effective in managing risk and make hedging decisions based on the
institution’s objectives and tolerance for risk, rather than market conditions.

REPORTING

FHAT=-A report of short-term investments will be submitted semi-annually to the Board
of Governors, including investment performance of each fund compared to benchmarks
and adherence to each fund's stated guidelines of duration, investment constraints and

credit risk exposure.
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8.00 FHAT tThe Vice-President Finance and Operations is authorized to exercise discretion in
varying the application of the foregoing policy directives on the understanding that any

such variations shall be identified in the semi-annual reports referred to above, but in no
event shall investments be made in funds not authorized.

AUTHORITIES AND OFFICERS
The authorities and officers for this policy are:

i) Approving Authority — Board of Governors
i) Designated Executive Officer — Vice-President Finance and Operations
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University
of Victoria

SUBMISSION TO THE UVIC BOARD OF GOVERNORS

FOR INFORMATION

To: Finance Committee

From: VICE-PRESIDENT FINANCE AND OPERATIONS %///
cc: President and Vice-Chancellor

Meeting Date: September 26, 2017

Subject: Long Term Disability Trust Financial Statements

Basis for Jurisdiction: Committee’s Terms of Reference 6.1

Strategic Relevance:

Objective 36: To manage and protect our human, financial, physical and information resources
in a responsible and sustainable fashion.

Background:

The Long Term Disability Trust was established July 1, 2007 to administer the employee-funded
long term disability plan for UVic’s faculty and administrative and academic professional staff.

Attached are the Trust’s financial statements for the year ended March 31, 2017, which have
received a “clean” audit opinion from the Trust's external auditors, Grant Thornton LLP.

The Trust's financial position deteriorated for the second straight year due to the continued
increase in the number of active disability claims. As a result, liabilities increased to $20.5
million (2016-$16.9 million) while assets available for benefits increased to $13.9 million (2016-
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$13.0 million). Consequently, the unfunded liability grew to $6.6 million (2016-$4.0 million) and
the funded ratio moved down to 68% (2016 -77%). While there was a decrease, the funded
ratio continues to be gre