Standard Nine: Financial Resources

Description

Financial Stability

Long-term financid gability, autonomy and viability have been of paramount concern for the
Urban College of Boston since 1967 when the origind Urban College Program offered its first
COUrses.

Financid dability is a primary god of the Board of Trustees. The Board's policies are
implemented by the Office of the Dean of Administration, who is respongble for the Financid
Office and sarves as the Chief Financid Officer. The Board adopted six drategic gods (2005
Strategic Plan) in November 2005, two of which specifically addressfinancid manners.

e Goal One — Devel opment
To increase non-uition revenue and diversfy the College's
sources of financid support, to increase the number of individud
donors and related contribution income and to srengthen
rel ationships with foundations to secure funding from that source.

e Goal Five — Capita Needs
To assess promptly the College's physicd plant and educationa
facilities and to adopt in atimely manner amulti-year plan to better
meet current and future needs.

The higtory of successful planning to attain financia stability datesfromitsinitid Five-Year Plan
of the Urban College (1995-1999) that projected total revenue would grow to $1.6 million — a
god that, in fact, the College achieved during 2000, its first year of independent operations and
just one year before initid NEASC accreditation in fal 2001. The greatest vaue of that early
plan was as a tool that estimated quite accuratdy the actua cost of supporting the College's
programs and growth. The most sgnificant exception was to under-estimate the role of
government grants and to over-estimate the degree to which tuition could support the College.
Rather than increasing as a share of tota income from 40 percent to 55 percent, then to 60
percent; in redlity, tuition grew from 26 percent of income in 2001 to about 40 percent in 2005.
Currently, the primary source of support for the College is from government grants, athough the
financid stability of the Collegeis derived from adiverse base of funding sources.

The financid operations of the College focus sharply on its educationd misson, students and
their academic programs. While enrollments have grown since 2000-01, financiad operations
have remained remarkably stable and in baance, resulting in a modest surplus from operations
eechyear. (See Exhibit 9.05: Audit Reports.)



Stability depends on continuing to do what has worked in the past — planning carefully,
controlling costs and attending to the slewardship of al resources supporting the College. Having
aufficient financid resources has been a dominant factor in the development of the College. The
College develops in response to growth opportunities that evolve out of successful programs.
The Leadership Team, working closdly with the President, builds the annua budget based on
higtorica patterns of expense and then will add incrementd programs and identifies the funding
source(s).  The proposed budget is presented to the Finance Committee and presented to the
entire Board of Trustees by the Board Treasurer, who serves as Chairman of the Finance
Committee, for Board approvad. The Board of Trustees makes recommendations for changesto
the budget and suggestions for achieving the gods implicit in the budget. The College monitors
its finances through an annua budget and monthly reports.

The dngle largest expense in the College budget is sdary and wages. This supports 15.6 FTE'S,
the full-time equivaent positions filled by the individuas who run the College. These personnd
cogs represent 67 percent of the total expense of running the College. This number has remained
relaively stable, adthough program changes have required an incrementa change (2-3 FTE'S)
during the past year.

The requests for aff increases, necessary to develop programs to support the student population,
originated with the Academic Dean, reviewed by the CFO and together they enlisted the
President’ s support and presented the proposa(s) a joint meetings of the Board's Personnd and
Finance committees. Board members focused on available funding but readily recognized the
need for more bilingua saff and a full-time faculty member. The Board support for the
additiona staffing requests was unanimous and enthusiagtic.

The College has no deht, a practice we encourage our students to mode by offering no student
loans. The cogt gtructure of the College is quite stable, eg. sdlary and wages are in the 66-68

percent range of expenses.

Financial Resources

At the first Board meseting, following the completion of the annual audit and its review by the
Finance Committee and Board, the CFO prepares a year-to-date report regarding the financia
condition of the College. The report includes projections of trends and budget gods to year-end.
Based upon this review, a preiminary budget for the next fiscal year is prepared, including
prioritizing aternative program options, FTE increases and a full lising of anticipated funding
sources.  This budget receives preliminary approval, subject to further review at the first fal
Board meeting and serves as the basis for operation during the next fiscd year that begins in
September.

Reserves for the Urban College of Boston congst of net assets accumulated annualy since 2001,
which are held as near-cash assets in the operating account and provide cash flow to support
College operdtions.



Tuition and Fees

Although incorporated as a private college in Massachusetts, the Urban College has kept its
tuition charges low and within the same range as tuition codts at loca two-year community
colleges. Many of the sudents fal within or dightly above federa poverty guiddines or are part
of the“working poor”. Asexpressed in the mission satement, the Urban College is committed to
the belief that access to career-related and quality liberal arts education and to an accompanying
system of comprehensive support results in the professional and personal success of those who
might otherwise remain unemployed, under-employed or unfulfilled. To fulfill this misson, the
College is marketed to students from disadvantaged backgrounds. Therefore, the College
continues to keep tuition at the mogt affordable rates possible. Prior to 2004, tuition was $100 per
semester and student fees were $10 per semester. With atuition increase in January 2004, the
tuition cost is $125 per credit hour and the student activity feeis $10 per semedter.

Tuition revenue has increased from $422,000 in FY2001 to more than $300,000 in FY 2005, an
increase of 90 percent. Course regigtrations increased about 25 percent during the same period.
This increase can be atributed to the increase in tuition costs in spring 2005, an increase in new
students per semester, increased percentage of returning students and increase in the number of
courses taken per semeder. In the past five years, tuition has grown from being 26 percent of
incometo represent 41 percent of income.

Financial Aid

A ggnificant number of UCB students qudify for financid ad, primarily Pell Grants. These are
awarded directly to sudents, on the basis of need and are used for tuition. Funds awarded in
excess of tuition are refunded to the students. In 2004-05, 323 students received $451,992 in Pell
Grants, gpproximately 70 percent was used to pay for tuition with the baance refunded to
dudents. This represents an increase of $75,000 over the prior year. In addition, 65 students
received support from SEOG, Mass Part-Time Grants and MassGrants of $71,000, an increase
from $68,000 the prior year.

Scholarships, totding $12,000, were awarded as honors felowships to 18 students who met
qudifications, increased from 15 the previous year. (See Exhibit 9.06: Scholarships.) These
scholarships, provided by the Makin Family Foundation, have been awarded for the past three
years.

Approximately 40 percent of tuition comes from Pell Grants, rdaively stable from year to year.
The two next largest sources of tuition income are from employers (21 percent) and from students
themsdves (30 percent). Together these categories comprise 91 percent of the budget. It is
sgnificant to not that support derived from Pell Grants hasincreased 200 percent snce FY 2001.

Urban College s student body is highly dependent upon financid assstance to attend college. It
is important that students take advantage of the grants and scholarships available to provide not
only sufficient tuition funds but money for books and other college expenses.



Since 2001, the College has expanded the hours of the Director of Financid Aid from part-time
to full-time to meet the increasing enrollment, thereby financid aid requests. Ms. PatriciaHarden
has over 35 years of experience administering federa financial aid programs. She provides on-
going ass stance to the studentsin completing the gpplicationsfor dl financid aid —federd, Sate
and scholarships.

In recognition that not al students will qudify for federd and state financia aid, the College has
worked diligently to find additiond funding to provide financia ad for those students who are
working poor with incomes dightly too high to qudify for Pl Grants. This additiond funding
has occurred through federd and state grants.

Federal and State Grants

The Urban College of Boston operates in an area full of financid growth opportunities. The
College is engaged in work related to federd and Sate initiatives surrounding Early Education
and Care, which are advancing the higher sandards for professona development requirements
of early childcare gaff. The College is engaged in work related to such initiatives thet is being
supported by four federd and date grants that are anticipated to continue for the foreseegble
future. In addition, the College has received designation by the U. S. Department of Education,
Title V, as a Higpanic Serving Inditution and athough nothing is guaranteed, the College is
completing a grant proposd that will provide additional funding opportunities under this new
designation. Since 2004, the College has obtained the following federd and Sate grants:

e The Latino/Hispanic Service Partnership:

In fal 2004, the Urban College received a $750,000 grant (over five years) from
the U.S. Department of Hedth and Human Services to develop Classroom
Connections: A Teacher Quality Initiative, the purpose of which isto endble a
group of Head Start teachers working a centersin JamaicaPlain and East Boston
to complete the program in Early Childhood with an emphasis on enhancing
cultural competency — preparing them to work with Latino children and families.
A paticular advantage of this partnership with the Education Development
Center, Inc., of Newton MA, a nationally recognized leader in thisfidd, is that
the curriculum materids will be widdy disseminated to ensure that the
experience from these classrooms can be replicated.

e Building Careers:
Funded by the Massachusetts Department of Education, in 2004 and renewed in
2005, the College received The Building Careers grant ($35,000 per year) which
funds a continuing program to implement the new Massachusetts requirements
for prospective Early Childhood teachers. This program has served as the mode
for the new Statewide initiatives of the new Massachusetts Department of Early
Education and Care.



e Professional Enrichment in Early Childhood Education (PEECE):

In 2004, the Urban College of Boston and ABCD Head Start received
$2,000,000 in funding from the U.S. Department of Education (DOE) over two
years. Head Start now requires that al teachers have a B.A. degree by 2007, a
schedule promoted by DOE. The PEECE accomplishes this god by afive-tier
professond development continuum that links community volunteers, parents,
teacher aides and teachers, some of whom are seeking their master’ s degree, into
a coherent program. Of seven such initigtives funded last year by U. S
Department of Education, PEECE is the only direct collaboraion between a
Head Start program and a college.

e The Department of Early Education and Care (DEEC):

In 2005, this newly organized department from the M assachusetts Department of
Education was given a budget of $480 million to assst low-income families and
to provide financia assstance for teachers to further their education in the field.
With this additiona funding, there will be an increased focus and new resources
for the professonalism of this important workforce sector. Since the College is
consgently the low-cogt, high-qudity provider of early childhood courses, it is
expected tha the College will see an increase in student enrollment, therefore an
increasein tuition revenue from this new student funding opportunity.

Additional Federal Funding

In addition to direct grant funding above and beyond tuition income, the College receives
$250,000 from Community Service Block Grant (CSBG) funds. Action for Boston Community
Development, Inc. is the primary recipient of the CSBG funds for the city of Boston and the
College has been a recipient of these designated funds for the past Six years as part of a sub-
contract to provide services which meet the gods and objectives of CSBG and address the needs
of the low-income population in Boston. This funding has been approved for FY 2006.

The College has dso received Congressiond gppropriations each year snce 2000, for atotal of
$5,507,000, averaging dightly more than $900,000 per year. Urban College spends these funds
a arate dgnificantly lower than the funding level and holds gpproximately one-third of each
grant in reserve for future years. At the end of FY 2005, the cumulative baance of these funds
available to the College is $1,867,251. The FY2006 budget will use $730,000 of those funds,
leaving a baance of $1,137,251, which is significant to support the operations of the College at
present levels through the middle of FY 2008.

Urban College continues to work diligently in order to ensure that the Department of Education
will maintain thisleve of support inthefuture.



Corporate and Foundation Grants

A new Director of Ingtitutiona Advancement joined UCB in September 2005. Aspart of its
indtitutiona advancement fund-raising strategy, the College hired two fred ance higher education
and community services grant writing specidiststo fill the void when the former Director of
Ingtitutional Advancement left in 2004.

The Coallege continuesto foster aculture of giving. Giftsreceived include:

e $75,000 gift from the Makin Family Foundation to be used for
scholarships,

e $120,000 gift from the Harold Whitworth Pierce Charitable Trust
Fund to fund the Learning Resource Center and the Bilingud
Early Childhood Education program,;

e  $40,000 from the Agnes M. Lindsey Trust.

e $10,000 from the Mifflin Foundation to purchase textbooks and
supplementa materidsfor sudents;

e $30,000 gift from the Amelia Peabody Chariteble Trugt for the
purchase of computers and additiona technology in the Learning
Resource Center and Writing Lab;

e $5000 gift from the Makin Family Foundation to begin an
Alumni Association; and

e $2,000 gift from the John F. Welch Foundation.

The College anticipates that with the addition of the new Director for Ingtitutional Advancements,
the support from private funding such as Jane' s Trust, Mdlon Foundation, William and Flora
Hewlett Foundation and Y awkey Foundation will yield positive results. Grant gpplicationsare
being targeted to these organizations and others, for avariety of long- and short-term initiatives
amed at continue the College sfinancia success.

Financial Planning, Management and Organization

The financid operations reflect the sze, organization and focus of the Urban College. The
financid staff includes the Staff Accountant, Dean of Administration and Director of Financia
Aid. Together they manage to flow of grants, tuition funds and financid aid that support the
College. After becoming an independent 501(c)3 corporation in 2000, the College continued to
contract for certain services with ABCD, Inc., that included information technology, office
services and financid accounting services. The latter has gradudly migrated more directly to the
College; with the hiring of the Accountant, who became full-time in 2005, this work is now
directly managed by the Financia Office. ABCD has continued to provide extremely vauable
expertise through the end of FY 2005 and continue in areduced role going forward in FY 2006.

These services are detailed under alegd Memorandum of Agreement (MOA) between UCB and
ABCD, sgned in March 2000 and reviewed periodicdly as the actud relationship between the



parties has evolved. A revision outlining those changes has been drafted and should be gpproved
shortly. (See Exhibit 3.04: Memorandum of Agreement.)

As arecipient of federa funds, the College segregates the duties of authorization, financid aid
awards, the actua crediting of student accounts and check signing between four individuds. In
addition, checks over $500 require two signatures. These practices, and others, are adapted from
federd guiddinesand arereviewed during the annud audit.

Given the Sze of the organization, these controls have proven sufficient for the College such that
moreforma policies and guidelines have not been required.

Continuing contractua obligations (such as insurance) are reviewed and gpproved by the Board
as part of the budget process. Any new contract(s) for consulting, or other services, would have a
separate independent review in addition to the budget approval.

Appraisal
Financial Stability

Within the congraints of obvioudy limited resources, and recelving no direct unrestricted the
funding from the Commonwedth of Massachuseits, the Urban College has been able to
srengthen sgnificantly severd program aress. Indeed, the basic business propostion of the
College has been to focus on generd sudies (liberd arts), human services, especidly through
courses and concentrations in early childhood education, and specificdly investing in language
development that includes spesking, reading and writing courses for students for whom English
isa Second Language. Facilitating the professond development of this target population is one
way that the College adds va ue to the urban community where these students live and which the
College serves.

UCB programs, and tuition, compare favorably with other two-year inditutions in Boston. For
the foreseedble future, the College will continue to occupy leased space, but will require
additiond spacein the next two-three yearsif programs are to meet anticipated demand.

Financid projections shown esewhere assume that space does condrain growth and that
additiona funding from new sources will be required to support further growth. Rent is fixed for
theinitial lease period, but subject to increase upon renewds.

UCB has st a pattern of raising tuition every three years, rather than annudly, in order to provide
some stability for students. The last increase was 25 percent in FY 2004, from $100/credit-hour,
equa to $300 per three credit course, to $125, equa to $375 per course. The next increase would
likely bein 2007 and isreflected in the CIHE Form 2.1 projections for two years forward.

At the same time, costsincrease annudly. Staff have received athree percent sdary increase eech
year ance 2000 through 2006. Mog daff sdaries are within the range of comparison with
competing loca colleges. However, it is dso the case that sdaries for adjunct faculty have



increased more substantidly in order for the College to attract and retain loyd and qudified
teachers. In 2003 the increase was in the 14-16 percent range, and in spring 2006 will be in the
12.510 14 percent range.

The only budget cost item to increase this year more rapidly than other more directly controlled
expenses has been hedthcare. Premiums for coverage provided by Tufts HMO have been
relatively stable for the last three years, but increased for FY2006 by 22 percent. The annud
impact of thisisover $12,000. While thisis a one-time increase, the potentia longer-time impact
could be subgtantia since the College pays 75 percent of the premium for enrolled employees.
Were funds needed for other priorities, the policy could be reviewed and changed with Board
goprova; however that is not presently under consderation. The good news is that on baance,
fringe benefit costs (depending on employee choices and sdary leve) gill average just above 31
percent.

Complete financid dataare available in Exhibit 9.4: Financial Data for the three years FY 2002-
2004. The CIHE Data Form 1, located in Appendix A, provides additiona information about the
FY 2005 budget, aswdl asfor FY2006. The audit for the FY 2005 is presently underway.

Certificates of insurance coverage areincluded in Appendix B.

The budget review and financid planning cycles for the Urban College have been very stable for
the last five years. Thishas proven to be amgjor asset for UCB. Faculty and staff redize there are
limited funds avallable for new initiatives and programs, unless funded by new sources of money,
and s0 have been quite diligent a developing those sources to support these programs and
courses. Thereislittle likelihood of overspending since cogts are clearly estimated, controlled and
there have been few surprises. Limited options do exigt for dternate funding, including gpprova
for a$100,000 line-of-credit with Citizens Bank that has never been used.

Fundraising Initiatives

An important foundation for successful fundraising activities is a broad-based annua fund
program. In the padt, the Urban College of Boston has conducted an annua fund apped but has
depended significantly upon employees of ABCD and UCB for the mgority of itsdonors. Nearly
90 percent of revenue in FY 2005 came from these two donor segments. While we are grateful for
the staff support that this exhibits, this sort of unilateral donor mix does not provide the kind of
hedlthy diversity that will lead to the expanded support and outreach necessary to build a strong
financid future for the UCB.

In order to creste this hedthy funding foundation, a new strategy will concentrate on building an
annua fund program in a wel-consdered, if initidly conservative, fashion. We have engaged
professond fundraising counsdl to write and design our apped |etters that will be mailed to aff,
past donors, and new prospects on aregular, ongoing schedule.



The goa will be to create an gpped plan that will obtain donations through multiple solicitations.
Ultimately, this will be composed of mailings that will be designed to renew past donors as well
as prospect for new supporters between three and five times per year.

A comprehensive plan has been created to solicit gppropriate foundations for grant support.
Twenty potentid foundations and trusts have been identified and a systemdtic, prioritized
communication and proposal strategy isunderway.

Other funding initiatives that have been created or are in the process of being implemented
include a car donation program, a monthly “sustainer” mechanism whereby donors can make
regular contributions via a bank draft or credit card, an in-honor or in-memory tribute giving
program, and the ability for the College to provide charitable gift annuities or bequest
opportunities.

A detaled fundraisng strategic plan is being crafted so that dl important past donors and new
prospective donorswill be identified and contacted. The newly launched Alumni Association will
be encouraged to provide financid and logistical support for the College.

Opportunities to leverage partnerships with corporations, media outlets and other inditutions that
could benefit the Urban College will beidentified and pursued.

Auditing and Evaluation of Financial Records

Since choosing the SONI'S student information and its adoption in 1999, the adminigtration has
become aware of the need to expand and upgrade the College s financid reporting capecity. As
recommended, and in conaultation with the auditors snce 2002, there has been extensve
screening and fidd interviews, as part of a sdection process. The converson and upgrade will
occur in 2006, with a two-stage converson from having whet redly conditutes three separate
systems. SONIS for student records, Excel based financid tracking and budgeting system, and
QuickBooks for accounting. Duplicate data entry will end, dong with the possbility of errors,
and more rapid, and far more accurate reporting, will be possible. The SONIS-Web, aweb-based
program, will link directly with Financial Edge, a more robugt and flexible set of financia
gpplications that has been extensvely tested at indtitutions larger than, and equd in size to, UCB.
Financial Edge isaproduct of Blackbaud, Inc., arecognized industry |eader.

Institutional Effectiveness

Since 2001, Urban College of Boston has substantialy increassed its income from federd and
date grants, Department of Education appropriations and corporate and foundation grants. In
addition, there has been a sgnificant increase in dollars generated through tuition. With the
formation of the dumni asocidion and the addition of the Director of Inditutiona
Advancement, the College anticipates a greater income from annua giving, maor gift
identification, aswell as corporate and foundation gifts.



The Community Survey question for the Standard on Financia Resources hypotheticaly asked, If
| were in charge of spending, I would put money into ..., then listed one item representing each of
the other ten sandards. The dumni cohort was most interested in increasing financid ad (96
percent), academic support (89 percent) and full-time faculty (89 percent). Current students listed
sudent services (85 percent) and financid ad (84 percent). Both student cohorts were least
interested in funding physical and technologica resources. Faculty respondents, on the other
hand, were most interested in physical and technological improvements (87 percent) and in hiring
full-time faculty (82 percent); they were least interested in improving spending money on
improving publications. The administrator/staff cohort agreed with faculty on increased
physical/technologica funding (100 percent) and with students on improved student services (91
percent), whilefull library serviceswere the lowest on their funding priority list.

It is not surprising to the College that the results of the Community Survey are digtributed in this
manner.  While the College currently provides adequate student services, and based on
information from the Community Survey in regard to faculty, the College does not jeopardize its
academic programs by the reliance on part-time faculty, however, the College does recognize the
need to continue to find funding to support academic support services, full-time faculty and to
edtablish additiona scholarships.

Projection

e TheCoallegewill continueto seek diversty of revenue. The number and types of
funding sourceswill continue to expand.

e Conggent with the misson, the College will continueto offer tuition and fees at
the most affordable rates possible.

e Through additiond sources of funding, including the federa gppropriations, the
College will be ableto expand itsinfrastructure while achieving a baanced
budget.

e Thedevedopment effortswill continueto increasein order to generate the
necessary funds to meet the operating costs of the College.

e Theformation of the Development Committee of the Board of Trusteesand their
activerolein promoting the College will result in increased devel opment efforts
and public visibility.

e Withthe addition of the Director of Academic Grants, the College will seek
additiond academic grants to support on-going and new academic support
SENViCes.

e The Collegewill monitor the growing demands on the Financid Aid Officeand
expand thefinancia aid staff as needed.



e TheCollegewill act upon the recommendations of the accounting firm KPMG
for improvementsin operations and interna contrals.

e The Coallegewill continueto expand its giving opportunities based on the 2005
Strategic Plan and 2006 god s established under the leedership of the Director of
Ingtitutional Advancemen.



