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Role of Governance of the University College of the Cayman

Islands

Role of Governance is to Ensure the College is Well-Managed

University College of the Cayman Islands (“UCCI”) is the national public university and
community college, established as a self-governing statutory authority.

The University College Law sets out a bicameral governance structure for the College, dividing
fiscal and academic authorities between two bodies, the Board of Governors and the
Administrative and Academic Committee, each of which has been granted their statutory powers
and responsibilities. Each body has its own set of sub-committees. The Board determines those
matters it requires the Administrative and Academic Committee to also submit for approval by
the Board where those matters cut across the distinctive roles of the two

bodies. It is a collegial self-governance model for a university, in which both internal and
external stakeholders are represented within governance. Members of the Board of Governors
and Committees are collectively and individually stewards of the College, advancing and
upholding the mission of the College, understanding and having relevant input into the College’s
vision, strategies and objectives, and overseeing the business and affairs of the College. Each
member must act in good faith with the view to the best interests of the College as a whole, to
defend the autonomy and independence of the College and to enhance its public image.

The three primary functions of College governance are as follows:

approval — governance approves specific policies, plans or projects in accordance with terms
of reference for the Board and the Committees

oversight — governance receives a wide variety of reports and information through which it
monitors the quality and substance of College leadership and decision-making.

advice - governance is consulted and provides input on proposed initiatives at various

stages of development.

The role of College governance is one of oversight with a focus on strategic matters rather than
management or administration. The role of governance is not to manage the College, but to
ensure that the College is well-managed. In general, the President, as a chief executive officer,
and the senior management have the responsibility for formulating the College’s mission,
strategic directions and formulating a new policy for governance consideration.



Foreword

The year 2018 was a watershed year for University College. It marked the retirement of President
J. A. Roy Bodden and the Board appointment of Dr Stacy McAfee as the incoming President.
The Board also appointed Dr Livingston Smith to the new position of Vice-president & Provost,
which complements the Board’s new job description for the President.

Governance considered at length over several meetings a new five-year UCCI strategic plan
with supporting long-term budget strategy and enrolment projections. It is a growth plan calling
for a student-centred approach and significant resource generation. It became the basis for the
Presidential Search Committee recruiting a new President.

Governance approved a new remuneration policy in conformance to the Public Authorities Law
to bring UCCI salary policy in line with core government Civil Service salary grades and
practices. An independent review of faculty salaries showed pay was 20% below market and the
applicable Civil Service pay grade. Even as they hold Masters’ degrees and PhD’s, nearly half of
UCKCI faculty were paid below the proposed minimum salary for Cayman public school teachers.
Almost two-thirds of UCCI administrative staff made less than the minimum salary specified for
their applicable Civil Service salary grade. Approval of a 5% cost of living salary increase, the
first in many years, was obtained in December 2018, retroactive to July, but remains unfunded
by the government for 2019.

Governance kept careful oversight over finances during 2018, approving only a series of interim
budgets based on what could be known and controlled. The Board was also successful in
obtaining approval for a repurposing a portion of the government equity injection intended for a
new nursing building to be applied to other sorely-needed building improvements and capital
expenditures.

Oversight of other matters was improved in 2018, with regular and annual accountability reports
to Governance, such as the President’s annual report, institutional effectiveness reports and
reports on the academic enterprise.

After ten years of austerity, the University College desperately needs public support. As the
nation’s public access university, 85% of our students are Caymanians. We admit students with a
wide range of needs and abilities and must provide a comprehensive education that meets the
academic, social, and emotional needs of students to prepare them to serve as productive
members of society. Our responsibility is to serve as the engine for workforce development
providing clear pathways into employment.

The good news is that there has been a growing demand for students to attend UCCI. Since
2011, UCCI has experienced a modest student enrollment growth, but there is potential for a
further 15% growth by the end of 2021.

However, Government funding has remained at $4.2 million annually, about the same as in
2011. Government-set tuition and fees for Caymanians have been frozen since 2003, limiting
UCCT’s ability to earn more of these revenues. With only 40% of Caymanians at UCCI



qualifying, access to Government scholarships for meritorious students has reduced revenue
from that source to only $1.1 million. In 2011, our Government funding agreements called for
81 UCCI employees. The same agreements called for 89 employees for 2018. In 2018, we could
afford only 70 full-time equivalent employees and may need to reduce that number further with
the 2019 budget outlook, even as student enrolment continues to grow.

The result is that UCCI delivered education in 2018 with an unacceptably high student to faculty
ratio of 28:1, about twice the norm. The student to administrative staff ratio was 29:1, nearly
three times the norm. For example, Bermuda College has a normal student to faculty ratio of 15:1
and student to administrative staff ratio of 10:1, while Cayman’s public high schools have a
student to teacher ratio of 11:1. Consequently, the quality of UCCI education was below
standards and was reflected in lower student outcomes.

For UCCI’s 1,073 full-time equivalent (FTE) students in 2018, Government funding was only
$3,929 per student. With tuition fees, UCCI’s total funding is only $5,746 for each FTE student.
This amount is less than one-half the $12,100 funding per student for Cayman’s public high
schools and about one-third of the $15,000 funding per student for Cayman’s major private high
schools, even as these larger schools enable the spreading of costs over many more students.
Moreover, tertiary education with its requirement for more highly-qualified faculty is inherently
higher-cost. For example, Truman Bodden Law School operates with $24,419 per local FTE
student and Bermuda College operates with $26,229 per FTE student. Government scholarships
offer a Caymanian student up to $20,000 to attend university overseas, again confirming the
high cost of tertiary education in larger countries elsewhere.

Access to quality education is fundamental to delivering on the national vision for tertiary
education. UCCI needs to be suitably resourced to deliver on this promise.



The Year at a Glance

Table 1 Board Events and Approvals2018

DEICH] | Events and Approvals
January 2018 On the matter of the Purchase Agreement, the Board moved, approved and authorized the Chair to send
correspondence to the Solicitor General requesting legal advice confirming that the University College Law
does not require Ministerial approval of decisions under section 13 (1) and (j) and that those statutory powers
may not be usurped by a purchase agreement under the Public Management and Finance Law.

March 2018 With member resignations and expired terms and the Board facing just four voting members, it approved that
until the appointment of five voting members to the Board and pursuant to section 1 (c) (1) of the Terms of
Reference of the Executive Committee (EC), the Board granted authority to the EC to deal with any matter
that is within the responsibility of the Board of Governors. Such decisions will be deemed to be effective and
approved by the Board of Governors at the subsequent meeting of the Board of Governors in the event that
meeting fails to achieve quorum.

April 2018 The Annual Report of the Board for the 18 months ended 31 December 2017, was approved by the Board
for submission to the Cayman Islands Government.

May 2018 The Board accepted the document, titled “Enrollment Framework.” Regarding this key document, the Board
noted the importance of the growth factors for driving student enrollment and emphasised the importance of
the marketing department in this growth campaign.

June 2018 The Board approved an Interim Operating and Capital Budget until 30 September 2018, and the President
Emeritus Policy.

For the academic year ending 15" of July 2019, the Board approved the following appointments to the Board
and Executive Deputy Chair: Mr Anthony Ritch, Audit & Finance: Chair: Mr Thomas Simpson (Financial
Industry Representative, Ms Kaneesa Ebanks — Wilson (Legal Representative), Ms Donnette Goddard (Staff
member), Mr Ansel Tempral, (CFO Consultant, acting for CFO); Administrative and Academic Committee:
Chair: Holder of the Office of President, Deputy Chair: Holder of the Office of Vice President & Provost, Mr
Philip Scott (Ministry of Education Representative), Ms Antoinette Gayle (Faculty member elected by the
Faculty), Mr Fernando McLaughlin (Facilities manager)

The Board approved the appointment of Dr Livingston Smith as Vice President & Provost.

August 2018 The Board Chair and UCCI’s Management met with architects OA&D, PWD representatives and Ministry
representatives to examine challenges with securing CPA approval for Nursing School Building. It was
determined that no additional construction would be approved without property for parking as the UCCI
campus already falls short of the number of parking spots required based on building square footage,
employees and students. It was then decided in subsequent meetings with the President and UCCI’s
Management that a request would be sought from Ministry to direct some of the capital funds to vital projects
that could be started and completed in 2018.

September 2018 At an extraordinary board meeting, the board chairman informed the Board that the Presidential Search,
which commenced in October 2017, had culminated in the selection of the next UCCI president. For this
position, the Chair requested that the Board review the new president’s contractual agreement document and
provide feedback via email Monday, September 24, 2018, towards a Board consensus and approval for the
meeting on 26 September 2018.

September 2018 The CFO consultant informed the Board that the UCCI had received approval from the Ministry for KYD
555,000 as a variation of the original Nursing Building allocation.

The CFO consultant informed the Board that the Salary Committee met and that a draft document would be
submitted to the Audit and Finance Committee (AFC) in October. Also, he gave an overview of the
McConnell’s Report, which he indicated the UCCI would send to the Portfolio of Civil Service for their review.
The hiring contract agreement presented to the Board at the September 20" extraordinary meeting met with
Board'’s approval for signing by the Board chairman.

November 2018 The Board approved the appointment of Dr Stacy McAfee as Incoming President and CEO for an initial term
effective from 30 November 2018, and the assumption of the Office of President and Chief Executive Officer
on 1 January 2019. At this meeting, the Board chairman applauded the outgoing president, Mr J. A. Roy
Bodden for his steadfast stewardship. Also, the Board approved that President J. A. Roy Bodden was
conferred with the title and status of President Emeritus effective after demitting office on 31 December 2018.

December 2018 The Board approved the following appointments to the Audit & Finance Committee: Chairman, Mr Thomas
Simpson, Deputy Chair, Ms Kaneesa Ebanks — Wilson, Mr Matthew Tibbetts Mr Shomari Scott (Board
member), Ms Donnette Goddard, Mr Ansel Tempral, (CFO Consultant, acting CFQO).

UCCI’s Board of Governors hosted a successful Celebration in Honour of President Bodden on 3 December.
This was well attended by a wide cross-section of the community such as government officials, industry
leaders, religious representatives, UCCI friends, partners, faculty, staff and students all joined us to celebrate
his achievements and to wish him well.




Board Appointments and Meetings

The Board of Governors (“the Board”) of the University College of the Cayman Islands (“the
UCCT”) began 2018, chaired by Mr J. Lemuel Hurlston, CVO, MBE, JP. and Mr Anthony Ritch as
Deputy Chair. Further complementing the Board, were the Ministry of Education and Ministry of
Finance Representatives Mr Philip Scott and Mr Randy Myles, respectively. Also, adding Board
support were: Mr Thomas Simpson representing the Financial Services industry field and Ms
Shena Ebanks as the Human Resource representative. Steve Bramwell, offered representation in
the Construction and TVET fields. Also, representing the legal field was Kaneesa Ebanks —
Wilson. Completing the membership requirements was the UCCI President, Mr J. A. Roy Bodden,
acting as an ex-officio member and Secretary Ms Lucille Kong.

With the expiration of his term of appointment on 315t of March 2018, Mr Lemuel Hurlston, CVO,

MBE, JP, demitted office as Chairman and Mr Anthony Ritch assumed an acting role until 20th
September 2018, when the Ministry of Education appointed him as Board chairman and Mr Mark
Scotland as deputy chairman. With the replacement of the Ministry of Finance Representative, Mr
Randy Myles, by Mr Matthew Tibbetts, the board included other new appointees Mr Shomari
Scott, Hon. Mr Justice Andre A. Mon Desir (RET) and Ms Elisa Brown.

Board Meetings

Ilustrated in Table 2, the Board met eighttimes between 315t January, 2018, and 18th December,
2018.

Table 2: Board of Governors Meeting Dates
Meeting Dates




Fiscal and Policy Management
Bicameral Governance

The University College of the Cayman Islands continued with its bicameral system of governance.
Under this system, the Administrative and Academic Committee as mandated by the University
College Law (2012 Revision) section 19 (1) met with its full complement of members. From the
Board perspective the Audit and Finance Committee and the Executive Committee furnished the
other arm of governance under the guidance of the Public Authorities Law 2017, as it relates to the
Terms of Reference, and Board and Committee Meeting Procedures.

The Public Authorities Law (“PAL”) came into effect 15t of June 2017, with the purpose of
strengthening governance of public authorities to help them to achieve policy objectives that are
accomplished more effectively through the use of separate legal entities rather than through the
civil service. In the event of any inconsistency between the provisions of the PAL and the operation
of the University College Law, the provisions of PAL shall prevail to the extent of the
inconsistency. The most significant result of this provision is that public or civil servant Board
members are no longer entitled to vote. As a result, four of the eleven members of the Board in
2018 could no longer have a vote or count towards a quorum for meetings. Other provisions of
PAL inconsistent with the University College Law, unless clarified, are expected to be raised by
accreditation bodies as barriers to obtaining international institutional accreditation. Also,
provisions of the PAL replace several policies formerly under the control of the Board, including
in the areas of salary policies, staff recruitment procedures and codes of ethics.

The Administrative and Academic Committee

The Administrative and Academic Committee (AAC) met eight times for 2018 and is responsible
for consideration of policy in the academic area and monitoring matters within its area of
responsibility. In general, the Committee is concerned with matters affecting the teaching,
learning, and research functions of the College, the establishment of the College purpose, mission
and objectives, priorities and resource allocation through the development of long-term and short-
term plans and budgets.

The AAC has final decision-making authority within its area of responsibility, except when the
Board of Governors requires the AAC to also submit matters for approval by the Board where
those matters cut across the distinctive roles of the two bodies, such as approval of fees, budgets
and strategic plans. Matters are having a significant impact on the College as a whole, those having
serious steering effects on the development of a particular unit or those having a major impact on
the relationships amongst units and relationships between the College and the community at large,
will normally require the approval of the Board.

The AAC membership consists of those set out in the University College Law with Board
appointments made for one-year terms ending 15th of July.

Through the 2018 reporting period, and in keeping with the mandate of the law, the following
Board members served on the AAC: Mr Philip Scott and Ms Shena Ebanks (until her resignation).
In the Fall of 2018, Mr Mark Scotland and Mr Steve Bramwell also served on the AAC.



Audit and Finance Committee

The Audit and Finance Committee (AFC) met three times in 2018, and comprised the following
members: Chairman, Mr Thomas Simpson, Deputy Chair, Ms Kaneesa Ebanks — Wilson, Mr
Matthew Tibbetts (in Fall of 2018), Ministry of Finance Representative, Ms Donnette Goddard,
member and secretary, Mr Ansel Tempral, Chief Financial Officer Consultant. The AFC is
responsible for consideration of policy and monitoring matters affecting the financial and business
affairs of the College. The AFC approves significant transactions or recommends them for
approval to the Board. While the Administrative and Academic Committee sets priorities and
resource allocation through the development of long-term and short-term plans and budgets, the
focus of the AFC in financial matters is financial sustainability, fiscal prudence, value for money,
management of risks and accountability measures.

The AFC reviews and assesses recommendations and reports on the finances, financial controls
and risk exposures of the College. Where appropriate, it advises the College’s Chief Financial
Officer or the President or makes recommendations to the Board of Governors. The Committee’s
function includes a review of financial reporting, internal controls, safeguarding of the College's
assets and general risk exposure, including compliance with applicable legislation. The Committee
monitors audits and ensures that the auditors' recommendations are given due consideration.

With a majority of independent Board members, the AFC is responsible for those policy matters
in which College staff have a potential conflict of interest, such as setting of fees, remuneration,
benefits and other terms of non-academic conditions of employment.

In 2018, the AFC continued as an oversight body for fiscal matters, such as reviewing and
recommending a fiscally prudent 2018 Annual Budget for the Board’s approval.

At the 20t of June 2018, meeting of the AFC, the members were reminded that under the Public
Authority Law. 2017, the institution had two options to implement new salary grades and increases
under section 47 and 48 of the Public Authorities Law, 2017. Under section 47 this could entail
each UCCI job position being matched to a corresponding civil service position and salaries
adjusted upward to the civil service salary levels. Under PAL commencement Order, section 47

was to come into force 15t of June 2018. However, this date was extended to 15t of June 2019. As
there was no local benchmark within the public sector for college professors, the UCCI
commissioned the services of an external consultant to review Faculty salaries.

Precisely, because of the AFC’s fiscal oversight, in conjunction with the UCCI’s management
team, the UCCI realised a financial position as illustrated by the Financial Statement, titled:
“University of the Cayman Islands Financial Statements for the Year Ended December 30, 2018,”
(See pages 23 - 52).

The Executive Committee

The Executive Committee (EC) which meets monthly is responsible for supporting the operation
of the Board of Governors and its governance committees. The EC is responsible for monitoring
and improving governance effectiveness, including agenda management, the selection process for
Board and Committee members, evaluation process, Committee terms of reference, interpretation



or delineation of responsibilities, and defines and respects the governance role relative to that
delegated to the President and the senior management. Also, the EC recommends matters for
deliberation to either the Audit and Finance Committee’s or the Board and resolving conflicting
UCCT’s issues.

It also deals with other matters within the responsibility of the Board of Governors, either delegated
by the Board or for decisions unforeseen matters the urgency of which does not permit their deferral
until the next regular meeting of the Board of Governors. The EC may deal with any matter that is
within the responsibility of the Board of Governors, but no decision of the EC is effective until
approved by the Board of Governors or unless the Board of Governors has previously assigned to
the EC.

Given the above authority, the EC met thirteen times with the following composition: Chairman
and Deputy chairman, Messrs. J. Lemuel Hurlston, CVO, MBE, JP, Anthony Ritch, Thomas
Simpson and J. A. Roy Bodden. Upon Mr Hurlston’s demitting the office of Board Chairman, Mr
Anthony Ritch assumed the role in an acting capacity and therefore became the EC’s Acting
Chairman and later accepted the appointment as Board Chairman. Concurrently, Mr Mark Scotland
assumed the role of Deputy Chair to the Board and EC.

With the above composition, the EC realised an active year. At its January meeting, the EC
approved the Presidential & CEO search advertising. Noted at this meeting, was the application

deadline of 13th of February 2018.

Also, the EC at its meeting on 18th of April 2018, informed that the advertisement for the UCCI’s
Vice President & Provost had been posted on the UCCI’s Governance website with a deadline for

15th of May 2018.

At the following meeting on 231d of May 2018, the following persons were appointed to the Vice
President & Provost interview panel: Messrs Anthony Ritch, Deputy Chair and member of the
Board of Governors, Thomas Simpson, member of the Board of Governors and Ms Antoinette
Gayle, Faculty member, elected by the Faculty for AAC.

The EC agreed on 14t of June 2018, to recommend the selected Vice president & Provost
candidates to the Board for approval at its 20th of June 2018, meeting.

Despite the UCCI’s academic year-end the EC continued its work through the summer of 2018,
under the directives of the Board of Governors, and while adhering to the EC’s Terms of
Reference s. 1(c)(1) as follows:

"During the months when Board meetings are not scheduled, authority is also granted to the
Executive Committee for decisions on unforeseen matters the urgency of which does not permit
their deferral until the next regular meeting of the Board of Governors or the appropriate
Committee, provided that all actions taken under this authority be reported to the appropriate

’

Commiittee or Board for information.’

Given the above, at its meeting on 30th of August the EC noted that as a result of the Planning
challenges with the proposed School of Nursing, various meetings were held over the summer
with the Management Team and a plan had been established to reallocate some of the assigned



Nursing Building capital to other key UCCI projects. These projects were presented in summary
form at the meeting with the full request totalling CI 555,000 dollars. The EC approved the
variation of use request and authorised the dispatch of a letter to the Minister of Education for
her approval.

The EC continued its work in two important key areas, namely the Presidential Search and the
UCCI 2018 — 2023 Draft Strategic Plan.

Presidential Search

Considerable time and effort was spent on the search for a new President during the year. The
Search committee with the support of an HR Consultant worked assiduously to screen and
shortlist applicants. Four applicants who were shortlisted based on the first round of interviews
travelled to Cayman for final interviews on campus. Candidates were able to tour the campus,
meet with faculty, staff and students and final interviews incorporated presentations based on
the UCCI 2018-2023 Draft Strategic Plan.

On September 10t the EC consistent with the Public Authorities Law section 27(4) “Before
making the appointment, a board shall - ... (c) enter into an employment agreement with the
appointee which shall contain, a specific remuneration level and other terms and conditions of
employment,”” and as set out in the Approval of Process to Conduct Presidential Search, that
before a recommendation to the Board to approve the Presidential Search Committee’s
appointment recommendation: “The Executive Committee will then settle and approve a final
draft employment agreement with the appointee which shall contain, a specific remuneration
level and other terms and conditions of employment.”

With the awareness of the above laws and conduct process, and subject to confirmation by the

Board of Governors, the EC approved the appointment of the successful candidate for President
and authorised the Chair to sign an employment agreement. In addition, with the EC’s approval
the Chair convened an emergency meeting of the Board to approve the employment agreement.

On November 7th, the Board approved and announced the appointment of Dr Stacy McAfee as
Incoming President and CEO for an initial term effective from 30th of November 2018, and the
assumption of the Office of President and Chief Executive Officer on Ist of January 2019.

Draft Strategic Plan

The Executive continued to support the UCCI 2018-2023 Strategic Plan on the work that
commenced in 2017 through a Joint Committee with the Strategic Plan Leads. Significant work
was done through a series of fortnightly meetings. It was ultimately agreed that in order to
streamline the Strategic Plan document the committee would create a separate document for the
more detailed ‘Operational Plan’

The Strategic Plan was organized under seven focus areas: -

e Educational Excellence
e Nation Building
e Resources and Finance



¢ Infrastructure and Information Technology
e Governance

e Student Development Communication

e Branding, Marketing & Inspiration

On the 17t of October the EC’s focus became the approval of the document, titled, “University
College of the Cayman Islands (UCCI) Remuneration Policy” and its submission to the Audit
and Finance Committee for approval. And, at this meeting, the EC informed of the UCCI’s

compliance with the 15t of June deadline for salary alignment as mandated by the Public
Authorities Law 2017. In elaborating on this matter, the EC explained that the UCCI had

completed its due diligence in acquiring the necessary data for submission to the Portfolio of
Civil Service (PoCS).

Also, under its Terms of Reference, the EC was instrumental in recommending for the academic

year ending 15th of July 2019, the following committee appointments to the Board for its
approval: Board and Executive, Chair, Mr Anthony Ritch, Deputy Chair, Mr Mark Scotland;
Audit & Finance Committee, Chair, Mr Thomas Simpson (Financial Industry Representative),
Deputy Chair, Ms Kaneesa Ebanks-Wilson (Legal Representation), Mr Matthew Tibbetts
(Ministry of Finance Representative) Donnette Goddard, Staff member, Mr Ansel Tempral,
(CFO Consultant, acting for the CFO); Administrative and Academic Committee, Chair, Mr J.
A. Roy Bodden, as Holder of the Office of President (set by UCL), Deputy Chair, Dr Livingston
Smith, Vice-President & Provost, Mr Mark Scotland, Deputy Chair Board of Governors, Mr
Philip Scott (Ministry of Education Representative) Ms Kadeshah Swearing, Faculty member,
elected by the Faculty, Mr Charles Lewinson, (student representative elected by students), Mr
Fernando McLaughlin, (Facilities Manager), Mr Christopher Philpott, IT Services Manager
(Non-teaching Admin.), Ms Kristen Ford, Director, Human Resources, Dr J. D. Mosley-
Matchett, Dr Ivan Eubanks.

The EC’s final meeting for 2018, was held on the 5th of December and at this meeting a
recommendation was made for the Board’s approval of Mr Shomari Scott’s appointment as a
member of the Audit and Finance Committee.
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Academia

The University College successfully staged its now annual science, technology,
engineering and mathematics (STEM) conference. Its related STEM Camp developed for
private and public high and primary school students, encouraged the love of science and
was sponsored by industry partners.

The University also introduced a Prior Learning Initiative aimed at encouraging working
adults to engage with tertiary education. Significantly, new programmes in Social Work
were launched at the Certificate, Associate and Bachelor levels. Master Classes for
professionals in the social sectors of the island were also delivered as part of the launch.

The University had its first Open Campus event, which displayed its various departments
as well as its various services. At its November commencement, the University
graduated 185 students from a range of disciplines and 23 students from the Civil
Service College. The reports from academic departments recorded activities including
departmental accreditation work, publications, innovations in teaching and learning and
community engagement.

The further achievements of the UCCI is recorded in the full Annual Report of the
President on the Work of the College for the Academic Year to July 2018, (see pages 92
- 100). The Annual Reports of each Department are available on the Governance
website governance.ucci.edu.ky

Also included in this Annual Report and as mandated by the requirements of the Public
Management and Finance Law (2017 Revision) section 52, is the Annual Financial
Report 2018 (see pages 12 — 23), Audited Financial Statements (see pages 24 —
52), 2018 Institutional Effectiveness Report February 9" (see pages 53— 91)

1"



ANNUAL FINANCIAL REPORT 2018 to the BOARD OF GOVERNORS

OVERVIEW

The University College ended the 12-month fiscal period with a net deficit of $519,954 compared to the
revised $23,438 surplus results for the 18-month 2017 fiscal period. The deficit reflects mounting
operating costs pressures underwritten in past years through debilitating austerity measures that lead to

unfilled vacancies for extended periods in critical staff and faculty posts. This is a clear sign of the coming

to an end of an era where austerity measures necessitated delivering outputs on scaled down,

depreciating and overextended internal resources. Investment in the future with a clear alignment with

relevant national strategies and priorities will be high on UCCI’s agenda going forward.

Table 1

Income
Cabinet Purchases
Tuition Fees
Book & Other Merchandise Sales
Revenue from other SAGCs
Other Income
Total Income

Expenses
Salaries and Wages

Pension Employer's Contribution

Operating and Maintenance

Depreciation

Supplies and Materials

Utilities

Travelling and Subsistence

Campus Rental Expense

Insurance

Health Insurance Employer's Contribution

Loan Interest and Bank Charges

Movement in Prov. for Bad Debts

Movement in Prov. for Inventory

Foreign Exchange (Gain) / Loss
Total Expenses

Net (Deficit) / Surplus

HIGH LEVEL VARIANCE ANALYSIS

Revenue/Income

Actual
Current Yr

1/1/2018

to

12/31/2018

$4,315,529
$1,952,555
$510,347
$526,600
$343,072

$7,648,103

$4,731,145
$231,096
$1,189,282
$631,523
$518,335
$382,365
$143,655
$72,000
$87,046
$126,191
$27,949
($69,428)
$99,230
($2,332)

$8,168,057

($519,954)

12

%
Var.

2.3%
-11.3%
0.8%
24.4%
-4.8%
-0.8%

-8.3%
-28.1%
12.6%
-52.2%
-0.9%
2.2%
6.5%
0.0%
12.9%
-1.5%
-0.7%

-6.0%

Actual Prior
Budget )
Period (18
Current Yr
mths)
1/1/2018 7/1/2016
to to
12/31/2018 12/31/2017
$4,216,815 $6,102,568
$2,200,482 $3,250,001
$506,355 $800,414
$423,367 $707,054
$360,541 $531,458
$7,707,560 $11,391,495
$4,369,393 $6,620,837
$180,350 $253,473
$1,360,497 $1,558,586
$414,917 $913,167
$513,838 $757,755
$390,870 $530,785
$153,690 $215,410
$72,000 $108,000
$99,935 $130,924
$124,320 $165,627
$27,750 $35,671
S0 $77,372
$o $0
SO $450
$7,707,560 $11,368,057
S0 $23,438




The results are made worst by little to no growth in tuition revenues which fell 11% or $247,927 below
the budget approved by the Board of Governors. This arose from a prior forecasting error arising from
the change to a 12-month from a prior 18-month fiscal period. Historic analysis and current trends do not
indicate that there will be any significant change in tuition revenue flows under the current operating
model and investment human capital and infrastructure will be mandatory in 2019 and subsequent years
to change the University College’s fiscal fortunes.

Tuition Revenue Academic Year

$2,500,000

$2,000,000 - gl B == T B
$1,500,000
$1,000,000
$500,000
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Revenue from Cabinet Purchases exceed budget by the amount of increased funding provided at year-
end for an unbudgeted cost-of-living-allowance (COLA) salary increase retroactive to July 1. Revenue
from other SAGCs came in $103,233 over budget, primarily as a result of a new contract for the
Hospitality School.

Aggregate Expenses

As demands on staff and physical plans continue year on year under a regime of fixed fees and government
spending on tertiary education, cost containment strategies that have served its purpose in restoring fiscal
stability are bending under the natural pressures of inflation and student driven demands for more
academic responsiveness to the growing and varying needs. The University has been slowly responding
to these requests with deliberate attempts to fill vacancies that have seen prolonged vacancy and minor
improvements to plant, property and technology, with much more to be done.

All expense line items saw growth compared to the similar 12-month period in 2017 (not shown) with the
major budget variances being in employee costs. Total employee remuneration costs in 2018 were in
excess of budget by $315,655 or 7% of budget (even after adjusting for the unbudgeted COLA). The
negative remuneration variance is indicative of the increased cost of providing quality tertiary education.
Since the implementation of austerity measures in 2010 UCCI has not only frozen salaries and removed
or reduce benefits but left some administrative and faculty positions vacant or accessed the use of
temporary labour resources to fill the gap.

In 2018 UCCI responded to the need to fill critical vacancies in Administration (VP/Provost, IT Services
Manager, HR Manager) and expand the role of some existing staff to cover functions for which full time
staffing is required but not immediately affordable (Director of Accreditation, Director of Graduate
Studies). While the normal response to unavoidable increasing costs caused by changes in the legal and
governance framework, inflation, or required staffing changes in response to changing demands for
services, the push for accreditation, improved internal controls, quality control systems and compliance
mechanisms, is to increase fees to cover these incremental costs, UCCl is constrained by the reality that it
does not control the pricing of the majority of its academic programs. This situation has contributed to
an expanding structural deficit.
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Arising from the 2016 BCQS land & building revaluation report, an unbudgeted material increase in
depreciation charges to reflect higher building market values, with shortened useful lives. This additional
depreciation charge was $253,251 in 2018.

Nursing Building & Spending Variations:

Plans to begin construction in 2018 of the building to house the UCCI School of Nursing were put on hold
pending approval from the Planning Department. UCCI subsequently received Cabinet approval to spend
S$555K of the original $861K in alternate but necessary capital projects. Management was able to spend
85% of the revised 2018 Cabinet approved appropriation of $555K and received a CIG equity injection to
cover those expenditures.

FORWARD LOOKING

Three other significant challenges will face the UCCI in the 2019 budget year and beyond are discussed
below. The combined effect of these matter, we believe, represents material uncertainties around UCCI
future, strategically and operationally. As a result, a going concern note has been included in the financial
statements that articulates Management’s concerns.

e Structural Deficit

The 2019 budget in the ownership agreement with Cabinet is the same as the 2018 budget. Tuition
revenues in 2018 were $247,927 below budget as a result of a budgeting error. A one-time effort to collect
tuition fees owing resulted in the reassessment and recovery of bad debts, achieving a $69,428 reversal
of bad debt expense. Together these resulted in tuition fee-related $317,355 actual 2018 under-budget
performance. If the 2019 budget were to be adjusted to reflect: this tuition fee-related actual 2018 under-
budget performance; employee remuneration $315,655 actual 2018 over-budget performance; an
unbudgeted unfunded 5% COLA of $216,836 for the whole year; and an $216,606 increase in depreciation
charges over-budget in 2018 expected to be repeated in 2019, the 2019 breakeven budget would show
instead a (51,066,452) Deficit.

In 2019, we can expect to see added cost pressures in the form of the incremental expense related
vacancies filled during the 2018 fiscal year. The increased cost of a full-year of remuneration for these
filled positions is estimated at $200,000 for 2019.

Without further action, all these items would indicate an initial 2019 budget showing a ($1,266,452)
Deficit.

e 2019 Employee Cost: Public Authorities Law s. 47(1) Compliance and COLA funding

Coming into force on 1 June 2019, Public Authorities Law s. 47(1) will require UCCI to pay salaries in
accordance with civil service salary grades. As UCCl awaits the Portfolio of the Civil Service (PoCS)
assessment of UCCI faculty and staff job description alignment with the ranks of the existing civil service
salary grades, it is continuing the work already produced in the McConnell report ! and management
internal assessment. This next step is expected to see the placement of individual staff on specific points
on the current PoCS salary scales on the predetermined grades, by using an objective employee evaluation
methodology. This may require external professional consultation. Management’s current estimated

1 The McConnell report used took unique UCCI job descriptions and matched these to a specific salary grade on the

civil service salary scale based on comparative best fit with similar positions already listed for each grade.
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increase in salaries for compliance with PAL 5.47 has an annual cost $839K, including the $216K COLA, and
has not been funded by the CIG.

¢ Defined Benefit Pension Liability

Figure 1

Net Defined Benefit Pension Liability

1,314,000
1,252,000

1,200,000 1,038,00]0 103’0&0098,000
1,000,000 862,000

800,000 14000 547,000575,000600’000647'000

600,000 ~467,0007"

400,000

200,000

1,400,000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

UCCI’s total defined benefit pension debt which stands at $1.252M at December 31, 2018 has nearly
tripled in size since the original recognition of the debt in 2007. The largest portion, the Defined
Contribution notional account balance, relates to net unfunded obligations due to the Plan at the date of
retirement of retired members and is recorded as negative asset in the Plan. There is no consideration of
mortality risk as such risk is transferred to the Cayman Islands Government at the dates of retirement. In
any year, this results in an increase in the liability by a positive rate of return on the Plan’s invested assets
and a decrease in the liability by a negative rate of return on the Plan’s invested assets. The rate of return
earned on the Plan’s invested assets in 2018 was negative 4.13% (2017: positive 13.44% per annum).
Although a severe market correction in December reduced plan returns and thereby reduced this
component of the debt by S106K in 2018, the market in 2019 has reversed course and the debt is expected
to increase substantially again in 2019.

Though UCCI has strengthened its cash position over the past three to four years through austerity
measures, the majority of which has directly impacted staff, physical facilities and investment in the
future, UCCI is unable to appropriately address this debt and simultaneously meet the growing cost of
operating inputs necessary to meet output expectations. The size of the current debt will require the
support of the Ministry of Education to bring a comprehensive and final solution that will extinguish the
debt and relinquish the escalating risk associated with this liability.

In a January 2019 meeting with the Managing Partner of Grant Thornton, the audit staff assigned to UCCI,
as well as UCCI’s CFO consultant and AFC Chair, it was agreed in principle that a redrafting of the pension
note and amendment to the structure of the balance sheet would be appropriate to recognize the
difference in accounting character and treatment of the two components of UCCl’s defined benefit
pension liability. Those parts are:

a) The $1.193M amount of the Defined Contribution notional account balance (recorded as a
negative asset in the pension plan) specifically related to the shortfall in plan assets to cover the
pension of the members who have retired and

b) The S59K normal pension liability attached to the benefit obligations for members of the
pension who have not yet retired.
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This revised representation of our pension obligation has subsequently ratified by Mercer and the
amended pension note reflects this.

INTERNAL AUDIT UPDATES

There are no outstanding matters with the Internal Audit Department. During 2018, Internal Audit
conducted a review for senior level appointments made by statutory authorities for compliance with the
Public Authorities Law. UCCI received a completely clean audit of the appointment of our Vice President
& Provost.

OWNERSHIP AGREEMENT PERFORMANCE MEASURES

i.  Achievement of Financial Performance Targets Summary:
Despite bettering the intended break even profit target for 2018, the University produced mixed
results on a variety of performance liquidity, asset performance and manpower performance
measures compared to its ownership agreement. Explanation of financial variances and updates
on risk management activities are included in the attached Appendix.

ii. Statements pertaining to UCCI’s relationship with Cabinet during the 2018 financial year.
a. Cabinet made $469,563 in equity investments during the financial year.
b. There were no capital withdrawals by Cabinet during the financial year.
c. There were no dividends or profit distributions made during the financial year.
d. There were no loans received from Cabinet during the financial year.
e. There were no guarantees made by Cabinet relating to UCCI during the financial year.

e

Prepared by Ansel Tempral (Consultant CFO)

June 6, 2019
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APPENDIX A

OA Forecast Actual Variance
2018 2018 2018
) . 1Jan2018To | 1Jan2018 To A ) )
Financial Performance Measures 31 Dec 2018 31 Dec 2018 Dollars Percent Explanation of Material Variances
$ $ $ $
Revenue from trading with Cabinet 4.916.815 4315529 98714 5 3% COLA appropriation of $108K was approved after forecast submission
e e ’ "“"|and actual Board stipends were below budgeted

Revenue from trading with ministries, portfolios, 423,367 526.600 103.233 2a.4% $103K adjustment to MOU after forecast submission as well as 2018

statutory authorities and government companies ’ ’ ’ R recognition of unearned revenues from prior year contract

Revenue from trading with any other person 3,067,378 2,805,974 (261,404) -8.5%| Due to shortfall in projected revenues, error in forecast estimatations
Primary contributors are higher spending in employee costs net of
savings from deferred maintance, adjustments to bad debt, inventory

Operating Expenses 7,707,560 8,168,057 (460,497) -6.0%|provisions, increased depreciation charges associated with the 2016
land & building revaluation (including adjustment to asset useful life),
and the effects of other austerity measures

Surplus/(Deficit) from outputs (519,954) (519,954) Combined factors on the revenue and expenditure side as discussed

P P ’ ’ in above variance explanations

Ownership Expenses (such as major losses on

sales of fi)E)ed :ssets a(nd downwajrd asset 1.060.198 (1,060,198) Remeasurement of UCCI's defined benefit pension negative asset.

revaluations) e e $106K, land and building revaluation $954K
Combined factors on the revenue and expenditure side as discussed

Total Comprehensive Income 540,244 540,244 in above explanations, plus $106K in other comprehensive income

P ’ ’ from remeasurement of the defined benefit pension liability and land

and building revaluation &954K
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APPENDIX A (Cont’d)

OA Forecast Actual Variance
2018 2018 2018
1Jan 2018 To | 1Jan 2018 To
Financial Performance Measures Dolla Percent Explanation of Material Variance
31Dec2018 | 31Dec2018 s ¢ Xpanation 1al Variances
$ $ $ $
Primarily due to Land & Building revaluation omitted from forecast of
2.3M (2016 d $954K (2018), | th I dd iati
Total Assets 8,420,487 | 11,385,280 | 2,964,793 35.2%| ?2-3M (2016) and $954K (2018), lower than planned depreciation
charges in 2018, plus higher than usual stock levels to improve service
levels to students
Higher than usual trade debt at year end to deliberately buffer book
Total Liabilities 1,976,211 2,092,257 (116,046) -5.9%|stocks ahead of Spring Semester plus provision for 2018 COLA
payment $108K
Primarily due to Land & Building revaluation reserves not included in
Net Worth 6,444,276 9,293,023 2,848,747 44.2%
“lforecast $2.3m (2016) and $312K (2018)
As per relevant aspects of explanation for changes in total assets and
Cash flows from operating activities 592,143 957,782 365,639 61.7%l|liabilities above plus reclassification of approved 2018 El not received
till 2019
Primarily from postponed spending on planned capital items (nursin
Cash flows from investing activities (1,193,736) (559,874) 633,862 -53.1% bui'l ding')y postp pending on p pital items (nursing
CIG equity injection (El) for the construction of nursing building was
deferred pending final approval of architectural plans. Cabinet
approval was obtained to spend $555K in alternate capital projects.
Cash flows from financing activities 861,470 377 (861,093) -100.0%|The sum of $469K was spent from the approved amount however
since the reimbursement to UCCI of the amount spent was received in
2019, this could not be reported as cash from financing activities in
2018
Change in cash balances 259,878 398,285 138,407 53.3%] As per explanation for changes in total assets and liabilities above
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APPENDIX A (Cont’d)

OA Forecast Actual Variance
2018 2018 0
Financial Performance Ratio 0 0 Value Percent 0
0
Current Assets: Current Liabilities 2.92 1.62 (1.30) -44.7% Forecast estimating variance
Total Assets: Total Liabilities 4.26 5.44 1.18 27.7% Reduction in defined benefit pension liability
OA Forecast Actual Variance
2018 2018 0
Human Capital Measures 0 0 Value Percent 0
0
Total full time equivalent staff 89 20 19 21.4% Reflects UCCI operating beI?YV planned human resourC(? requirments
(FTE) due to an inability to fund all required positions.
Actual results consistent with normal trends, slight forecast
Staff turnover (%) 9.0 8.1 0.9 9.9% norm &
overestimation
Average length of service (Number)
Senior management 8 8.4 0.4 4.5%
Professional staff 9.5 5.5 -4.0 -42.0% Retirement & Resignation of long service staff members
Administrative staff 9 7.0 -2.0 -22.7% Resignation of long service staff members
Significant ch t | t
ignificant changes to personnel managemen None Planned  INone
system
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APPENDIX A (Cont’d)

OA Forecast Actual Variance
2018 2018 0
Physical Capital Measures 0 0 Value Percent 0
0
Primarily due to Land & Building revaluation omitted from forecast of
2.3M (2016) and $954K (2018), lower than planned depreciation
Value of total assets S 8420,487|$ 11,385,280| S 2,964,793 35% > .( ) ? i ( ) P ) P _
charges in 2018, plus higher than usual stock levels to improve service
levels to students
Asset replacements: total assets 14% 5% -9% Due to land & building revaluation and deferred capital expenditure
Book val fd iated ts: initial cost of
ook value of depreciated assets: initi 40% 66% 6% Same as above
those assets
Reflects declining depreciable value of aging assets and more
Depreciation: Cash flow on asset purchases 34% 68% 34% L § dep L & g' -
significantly a 53% reduction in planned capital acquisitions
Changes to asset management policies None Planned None
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APPENDIX A (Cont’d)

RISK MANAGEMENT - PART 1 OF 3 (NEW RISKS 2018)

Key New Risks Faced By Ministry/Portfolio

Changed in Status From 2015/16

Actions to Manage Risk

Financial Value of Risk

2018 Performance Update

Unfunded structural deficit. If not funded,
non-compliance with Public Management
and Finance Law s. 46(2) and Public
Authorities Law s. 7. Going concern risk

Applied to Ministry for 2019
supplemental funding and tuition
increases which were not granted.
Will seek new unregulated tuition

$518,667 (11% of the salary
budget)

The structural deficit arises from two main sources:
tuition fees less than unrealisitc budget and 2018
remuneration in excess of budget.

arising from cash running out before N/A revenues and termination of staff
expense reductions can be made. and significant reduction in student

enrollment.
Unfunded 2019 COLA and non-compliance Applied to Ministry for 2019 $579,790 (12% of the salary |This is just the cost to comply for filled positions in
with Public Authorities Law s. 47. supplemental funding which was not |budget) of which $216,836 [2018. As unfilled positions are filled after 1 June 2019,

granted. Will make application again |is for COLA. salaries will have to comply with PAL s. 47.

N/A as part of a proposal for all SAGCs

requiring this new funding.
Insufficient funding to hire 89 FTE staff Applied to Ministry for 2019 $1,170,000 per annumto  |UCCl is not meeting Purchase Agreement quality
target in the Ownership Agreement supplemental funding which was not |hire 19 additional staff. targets with an unacceptably high student to faculty
(achieved only 70 FTE in 2018). Non- VR granted. Other Ownership ratio of 28:1, more than twice the norm. The student

compliance with Public Authorities Law s.
7.(d) and Public Management and Finance
Law s. 47(1)(b).

Agreement and Purchase Agreement
targets will not be met.

to administrative staff ratio is 29:1, nearly four times
the norm.

21




APPENDIX A (Cont’d)

RISK MANAGEMENT - Part 2 of 3

Key Risks Faced By Ministry/Portfolio

Changed in Status From 2015/16

Actions to Manage Risk

Financial Value of Risk

2018 Performance