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9.1 UOIT agrees that it will provide a written report to MTCU semi-annually for five-years
from the date of this Agreement and thereafter annually for the balance of the term of the

Agreement, which report shall include:

e astatus report on UOIT’s capital business plan;

e an accounting of the amount of funds received from Durham pursuant to paragraph 3
of this Agreement, their allocation by UOIT, and the status of the UOIT Capital Debt;
and

e confirmation that it has complied with all other provisions of this Agreement.

9.2 UOIT and Durham agree to consult on a timely basis with MTCU as needed on any issues,
occurrences or other matters that may preclude either party from meeting one or more of
the provisions of this Agreement.

10. AMENDMENT OF AGREEMENT
No change to this Agreement shall come into effect unless it is in writing and signed by all

three parties.

11. RESPONSIBILITIES UNDER LAW
11.1 This Agreement does not affect, modify, limit or interfere with the responsibilities of any of

its parties under law.

11.2 In the event of any conflict between this Agreement and any law, the law prevails.
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UOIT acknowledges that the approval required under paragraph 5.1 above shall be
considered in the context of the needs of both UOIT and the postsecondary education
system as a whole.

WINDFIELDS FARM

UOIT and Durham agree that any interest acquired by UOIT in the Durham property
known as Windfields Farm, located north of Conlin Road in the City of Oshawa, shall be
identified in a written agreement to be negotiated between Durham and UOIT, which
agreement shall be subject to prior review and approval by MTCU. UOIT and Durham
may, at their discretion, incorporate such agreement as part of the terms and conditions of
the agreement on sharing of real and personal property required pursuant to section 17 of
the University of Ontario Institute of Technology Act, 2002.

UOIT and Durham agree that any proceeds of disposition, net of reasonable expenses and
applicable taxes, from the sale or encumbrance of the lands identified in paragraph 6.1
above, shall be used toward repayment of the UOIT Capital Debt, if any.

PARTNERSHIP WITH TRENT UNIVERSITY
UOIT and Durham affirm that:

e except as the terms and conditions may be mutually amended by Durham, Trent
University and UOIT, they will comply with the terms and conditions of the agreement
dated February 19, 2002 among Durham, Trent University and UOIT titled the
“Durham-Trent-UOIT Agreement”; and

e they shall make academic decisions in a manner consistent with the principles set out
in the agreement, in particular principle 4 which provides that:

“Trent will have first option, through consultation between the respective
Academic Vice Presidents, with regard to providing support/elective
courses for new programs offered by UOIT where the program of study
requires inclusion of arts and science courses.”

UOIT and Durham acknowledge that MTCU will initiate a review of the relationship among
UOIT, Durham and Trent University. Durham and UOIT agree that they will participate
fully with such review, subject to MTCU recognizing that participation in such a review by
Trent University will also be required.

DURATION OF AGREEMENT
This Agreement shall continue in effect until the earlier of thirty years from the date of the
Agreement or the complete repayment of the UOIT Capital Debt.
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agreement(s) required under paragraph 3.7 above or if there is any substantive amendment
or revocation of relevant provisions of any such agreement(s):

e Durham forthwith shall notify MTCU in writing; and

¢ UOIT forthwith shall provide MTCU with a proposal, in writing, on how the payments
to be made pursuant to paragraph 3.6 will otherwise be assured. The acceptability of
such proposal as an alternative to the agreement(s) required pursuant 3.7 above shall be
at the discretion of MTCU.

3.9 If the UOIT Capital Debt is repaid before thirty years from the date of this Agreement,
Durham shall no longer be obligated to contribute the above amounts from PIC profits to
UOIT.

3.10 UOIT agrees that PIC funds allocated to UOIT by Durham shall be used solely toward
repayment of the UOIT Capital Debt.

4. UOIT OPERATING BUDGET
4.1 UOIT agrees that:
e its current and ongoing operating budget shall be based on the Eighty-five Percent BIU
Portion; and
e it shall not plan for any operating deficit and any unplanned operating deficit that may
occur shall not exceed more than one percent of the annual operating budget for the
relevant fiscal year or a cumulative unplanned operating deficit of more than 1.5
percent over a three-year fiscal period. If UOIT has an unplanned operating deficit, the
next year’s budget must plan for a balance and include a plan to eliminate the
cumulative operating deficit.

4.2 MTCU agrees that UOIT’s operating grants shall include the Fifteen Percent BIU Portion.
The parties recognize and acknowledge, however, that future operating grants and grant
allocations are subject to appropriation and approval of the Legislature and relevant
governmental authority. In the event that changes to operating grant appropriations or
allocations for Ontario universities do not allow the Fifteen Percent BIU Portion, UOIT
may request that the terms and conditions of this Agreement be reviewed and reconsidered.

5. NEW CAPITAL WORKS
5.1 UOIT agrees that:

e it shall not undertake any new capital project unless it has confirmed revenues
additional to those identified in the proposed business plan dated February 18, 2004, it
being understood that such additional revenues may include future provincial grants
provided for capital purposes; and

e the prior approval of MTCU is required for any new capital projects proposed by UOIT
over the next five years.
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amounts from monies transferred to Durham by PIC, which amounts shall be allocated to
UOIT for UOIT to use toward repayment of the UOIT Capital Debt:

$3.5 Million annually for the PIC fiscal years 2004-05 to 2007-08.
$4.5 Million annually for the PIC fiscal years 2008-09 to 2012-13.
$5.5 Million annually for the PIC fiscal years 2013-14 to 2017-18.
$6.5 Million annually for the PIC fiscal years 2018-19 to 2022-23.
$7.5 Million annually for the PIC fiscal years 2023-24 to 2028-29.

$8.5 Million annually for the PIC fiscal years 2029-30 to 2034-35.

3.7 Durham agrees that:

it has or forthwith shall have such written agreement or agreements with each of the
corporations comprising PIC for the payment to Durham of sufficient monies that will
enable it to meet its commitments set out in paragraph 3.6 and this paragraph 3.7 and it
shall provide MTCU with a copy of such agreement(s).

the payments set out in paragraph 3.6 above are subject to each of the corporations
comprising PIC retaining sufficient funds to maintain itself as a viable operation
without financial support from Durham or Durham College Education Network;

the payments set out in paragraph 3.6 above are also subject to Durham retaining out of
all monies paid to it by PIC, sufficient funds to enable Durham to meet its own
financial obligations as set out in its relevant annual business plan;

if PIC does not achieve a profit in excess of the stated amount in any fiscal year,
Durham will determine the amount of contribution to UOIT having due regard to
ensuring that each corporation comprising PIC retains sufficient funds to maintain
itself as a viable operation without financial support from Durham;

it shall not incur any end of year operating deficits as a result of providing direct or
indirect financial support to UOIT; and

it has undertaken due diligence to ensure that it will receive appropriate consideration
in exchange for advancing UOIT the amounts set out in paragraph 3.6 and that such
consideration is confirmed in a written agreement with UOIT.

3.8 UOIT and Durham understand and acknowledge that compliance with paragraphs 3.6 and
3.7 of the Agreement is a condition precedent to MTCU’s agreement to be a party to this
Agreement. If Durham or any of the corporations comprising PIC do not complete the
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3.6

REPAYMENT OF UOIT CAPITAL DEBT
UOIT agrees that:

® It shall apply 2 minimum of Fifty Million Dollars ($50 million) from its First
Fundraising Campaign toward repayment of the UOIT Capital Debt. Such commitment
shall be exclusive of funds raised for the purpose of scholarships, bursaries and research
chairs and, subject to the consent in writing of MTCU, funds raised or donated for other
restricted purposes. If the campaign does not raise the minimum of $50 million, the
total amount of funds raised or donated, exclusive of funds raised for scholarships,
bursaries, research chairs and other restricted purposes that have the written consent of
MTCU, shall be paid toward repayment of the debt;

¢ The same commitment shall apply to the Second and Third Fundraising Campaigns;
and

e Excluding funds to be used for scholarships, bursaries or research chairs, it shall not
carry out any aspect of a Fundraising Campaign that encourages donations that are
restricted to a purpose that would prevent them from being used to meet the obligations
of the UOIT Capital Debt.

If the UOIT capital debt is comprised in whole or in part of bonds or notes with principal
repayable at maturity, UOIT shall include the following provisions as terms and conditions
of the bonds or notes:

* UOIT shall establish a Sinking Fund for the repayment of principal; and

¢ UOIT shall commit to the bondholders or noteholders that prior to issuing any
additional debt for capital purposes, the Sinking Fund must contain at least Fifty Million
Dollars ($50 million).

UOIT shall obtain the prior written approval of the Chief Executive Officer of the Ontario
Financing Authority of the wording of the provisions noted above in paragraph 3.2 in the
terms and conditions of the bonds or notes.

The requirement to apply funds toward repayment of the UOIT Capital Debt as described
in paragraph 3.1 shall include payments into the Sinking Fund as well as combined
principal and interest payments, interest payments and any other amounts payable with
respect to the debt.

UOIT understands and acknowledges that MTCU’s agreement to be a party to this

Agreement is made, in part, in reliance on UOIT continuing the First Fundraising
Campaign and initiating and continuing the Second and Third Fundraising Campaigns.

Subject to paragraph 3.7 below, Durham agrees that it shall allocate to UOIT the following
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“Eighty-Five Percent BIU Portion” means that portion of the Annual UOIT Basic Operating
Grant, which is to be applied to UOIT’s operating budget for any eligible university operating
expenditure pursuant to the Operating Fund Manual.

“Fifteen Percent BIU Portion” means fifteen percent of the Annual UOIT Basic Operating
Grant, which is to be applied solely toward repayment of UOIT’s Capital Debt, subject to the
fifteen percent being calculated on the basis of UOIT’s actual total full-time equivalent student
enrolments up to a maximum of 6,500 students for the spring, summer, fall and winter academic
terms of the relevant academic year as such academic terms are defined in the Operating Fund
Manual.

“First Fundraising Campaign” means the fundraising campaign initiated in February 2003 with
a fundraising target of Fifty Million Dollars ($50 million), more particularly described in
Appendix K to the June 11, 2004 “Report of the External Examiner of the University of Ontario
Institute of Technology”.

“Operating Deficit” means the amount, if any, by which operating expenditures exceed
operating revenues, determined in accordance with generally accepted accounting principles.

“Operating Fund Manual” means the Ministry of Training, Colleges and Universities manual
titled “The Ontario Operating Funds Distribution Manual: A Manual Governing the Distribution
of Ontario Government Operating Grants to Ontario Universities and University-Related
Institutions (Formula Manual)” as such manual is amended from time to time.

“PIC” means PIC Group Holdings Limited, PIC-Productivity Improvement Centre Inc., and PIC-
Productivity Improvement Centre Limited, all wholly-owned subsidiaries of Durham College
Education Network, a wholly-owned subsidiary of Durham.

“Second Fundraising Campaign” means the fundraising campaign to be initiated by UOIT no
later than 2012 with a fundraising target of Sixty Million Dollars ($60 million).

“Sinking Fund” means a special account established by UOIT for the benefit of bondholders or
noteholders which account is segregated from UOIT’s other assets and held by a trustee and into
which UOIT shall make periodic payments, at a minimum annually, such that the amount of the
payments together with income on such amounts over time will result in the sinking fund
containing at the time of maturity of the debt, an amount sufficient to pay the principal amount
due on the bonds or notes.

“Third Fundraising Campaign” means the fundraising campaign to be initiated by UOIT no
later than 2021 with a fundraising target of Seventy-Five Million Dollars ($75 million).

“UOIT Capital Debt” means the Capital Cost Allocation of up to One Hundred and Ninety Million
Dollars ($190 million) identified in the Capital Cost Summary set out as Appendix B to the June 11,
2004 “Report of the External Examiner of the University of Ontario Institute of Technology” and
the cost of up to Thirty Million Dollars ($30 million) as set out as Appendix E to such report.
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BETWEEN
UNIVERSITY OF ONTARIO INSTITUTE OF TECHNOLOGY (“UOIT”)

AND

DURHAM COLLEGE OF APPLIED ARTS AND TECHNOLOGY (“DURHAM”)

AND

THE CROWN IN RIGHT OF ONTARIO AS REPRESENTED BY THE MINISTER OF

1.

2

1.3

2.
“Annual UOIT Operating Grant” means UOIT’s annual entitlement to an operating grant
which is calculated on the basis of the Ministry of Training, Colleges and Universities prevailing
funding formula for the determination of Basic Operating Grants to Ontario universities as set
out in the Operating Fund Manual without adjusting for the Fifteen Percent BIU Portion.

TRAINING, COLLEGES AND UNIVERSITIES (“MTCU”)

PURPOSE OF AGREEMENT

The purpose of this Agreement (“Agreement”) is to clarify certain terms and conditions to
be met by UOIT and Durham with respect to the reduction of UOIT’s capital debt and
with respect to any future commitments to additional capital undertakings by UOIT.

The parties understand that the terms and conditions of this Agreement are necessary
prerequisites to MTCU recommending that the Minister of Finance give approval to
Durham pursuant to section 28 of the Financial Administration Act to enter into any
arrangement in connection with UOIT’s capital debt or funding, whether by guarantee or
other transaction, which arrangement could increase the indebtedness or contingent
liabilities of Ontario.

UOIT understands that financial integrity is an integral factor in protecting the integrity of
the degree granting process, and that in addition to any relevant academic considerations,
UOIT agreement and compliance with the terms and conditions of the Agreement are
necessary prerequisites to any recommendation by MTCU to the Lieutenant Governor in
Council that section 6 of the University of Ontario Institute of Technology Act, 2002 be
proclaimed in force.

DEFINITIONS

“Capital Projects” means building construction, renovations or extensions but does not include
in-year maintenance and renovations.




