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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Trustees 
Howard Community College 
Columbia, Maryland 
 
 
Report on the Audit of the Financial Statements 
Opinions 
We have audited the financial statements of the business-type activities and the discretely presented 
component unit of Howard Community College (the College), a component unit of Howard County, 
Maryland, as of and for the year ended June 30, 2026, and the related notes to the financial 
statements, which collectively comprise the College’s basic financial statements as listed in the table of 
contents. 
 
In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective financial position of the business-type activities and the discretely presented 
component unit of the College, as of June 30, 2026, and the respective changes in financial position 
and, where applicable, cash flows thereof for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
Basis for Opinions 
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of the College and to meet our 
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. The financial statements of Howard Community College Educational Foundation, 
Inc. were not audited in accordance with Government Auditing Standards. 
 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the College’s ability to 
continue as a going concern for twelve months beyond the financial statement date, including any 
currently known information that may raise substantial doubt shortly thereafter. 
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Auditors’ Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance 
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 
 
In performing an audit in accordance with GAAS and Government Auditing Standards, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• Identify and assess the risks of material misstatement of the financial statements, whether due 
to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

 
• Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the College’s internal control. Accordingly, no such opinion is 
expressed. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 

accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 
• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 

that raise substantial doubt about the College’s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 
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Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis, the schedule of Howard Community College’s proportionate 
share of the net pension liability, the schedule of Howard Community College’s contributions – 
Maryland State Retirement and Pension Systems, the schedule of Howard Community College’s 
proportionate share of the net OPEB liability – Howard County Government, and the schedule of 
Howard Community College’s OPEB contributions – Howard County Government, be presented to 
supplement the basic financial statements. Such information is the responsibility of management and, 
although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with GAAS, which 
consisted of inquiries of management about the methods of preparing the information and comparing 
the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do 
not express an opinion or provide any assurance on the information because the limited procedures do 
not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated 
September 29, 2026, on our consideration of the College’s internal control over financial reporting and 
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is solely to describe the scope of our testing 
of internal control over financial reporting and compliance and the result of that testing, and not to 
provide an opinion on the effectiveness of the College’s internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the College’s internal control over financial reporting and compliance. 
 
 

 
 
CliftonLarsonAllen LLP 

Baltimore, Maryland 
September 29, 2026 
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The following discussion and analysis provides an overview of Howard Community College’s (referred 
to throughout as the “College” or “HCC”) planning, enrollment, and financial activities. The intent of this 
section of the annual financial report is to provide an objective analysis of the College’s financial 
activities based on currently known facts, decisions, or conditions that impacted the operations of the 
College during fiscal year (FY) 2026. In addition, this section will assist in assessing the financial 
position of the College and provide information about significant changes that have occurred. Finally, it 
presents an outlook on known conditions that may affect the College’s financial position or operations in 
the coming years. 
 
The College has presented the statements in accordance with accounting standards generally 
accepted in the United States of America as established by the Governmental Accounting Standards 
Board (GASB).  
 
Comparative financial data is not presented in the financial statements; however, the College’s 
comparative data is presented and discussed within this management discussion and analysis. 
 
Overview of the Financial Statements 
 
The College’s financial report contains the basic financial statements. Those statements present the 
finances of Howard Community College as well as the Howard Community College Educational 
Foundation, Inc. (the Foundation) as a discretely presented component unit. The Foundation is a legally 
separate, tax-exempt organization supporting the College. Because the Foundation holds resources 
entirely for the direct benefit of the College and its constituents, the Foundation is discretely presented 
as a component unit in the College’s financial statements. Complete financial statements for the 
Foundation may be obtained by contacting the Foundation’s administrative offices at Howard 
Community College, 10901 Little Patuxent Parkway, Columbia, Maryland 21044. 
 
The College is a public institution of higher education established under the laws of the State of 
Maryland. Although the College is governed by a Board of Trustees and operates as a separate legal 
entity, it is fiscally dependent upon and receives substantial support from Howard County, Maryland 
and the State of Maryland. As a result of its relationship with Howard County, the College’s financial 
statements are included as a component unit in the County’s Annual Comprehensive Financial Report. 
 
The College’s financial statements are prepared using the format of a special-purpose government 
engaged only in business-type activities with an economic resources measurement focus and the 
accrual basis of accounting. This means the statements are prepared on a full-accrual basis and 
present the College as a single enterprise, similar to a business, showing what the College owns, what 
it owes, its revenues and expenses, and how its financial position changed during the year. 
 
The Statement of Net Position presents information on all the College’s assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources, with the difference reported as net position. It 
serves as a snapshot of the College’s financial condition at year-end and provides information about 
the resources available to continue operations and meet future obligations. 
 
The Statement of Revenues, Expenses, and Changes in Net Position presents the College’s operating 
results. It reports revenues and expenses associated with educational and support activities, as well as 
nonoperating revenues such as State and County appropriations, grants, investment income, and other 
revenues. The statement shows how the College’s net position changed during the fiscal year. 
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Overview of the Financial Statements (continued) 
 
The Statement of Cash Flows provides information about the sources and uses of cash during the year. 
It reports cash receipts and cash payments associated with operating activities, noncapital financing 
activities, capital and related financing activities, and investing activities. The statement helps readers 
evaluate the College’s ability to generate sufficient cash to meet its obligations, fund capital 
improvements, and support ongoing operations. 
 
Finally, the financial report contains the notes to the financial statements and required supplementary 
information, which are an integral part of the financial report. The notes provide additional detail and 
context regarding the amounts reported in the financial statements, including significant accounting 
policies, capital assets, debt obligations, pension and other postemployment benefit information, 
commitments, contingencies, and other matters necessary for a complete understanding of the 
College’s financial condition and results of operations. 
 
Financial Summary 
 
The following condensed financial information summarizes the College’s financial position and results 
of operations for the current and prior fiscal year. 
 

 Dollar
June 30, 2026 June 30, 2025 Variance

Assets
Current Assets 134,708,077$     166,660,586$     (31,952,509)$      
Noncurrent Assets, Net 358,587,367       335,438,340       23,149,027         

Total Assets 493,295,444       502,098,926       (8,803,482)          

Deferred Outflows of Resources
Pension 1,352,363           1,423,516           (71,153)               
Other Postemployment Benefits 4,608,598           5,184,334           (575,736)             

Total Deferred Outflows of Resources 5,960,961           6,607,850           (646,889)             

Liabilities
Current Liabilities 36,088,790         66,026,380         (29,937,590)        
Noncurrent Liabilities 25,193,823         27,704,438         (2,510,615)          

Total Liabilities 61,282,613         93,730,818         (32,448,205)        

Deferred Inflows of Resources
Pension 409,610              175,370              234,240              
Other Postemployment Benefits 22,633,658         24,632,342         (1,998,684)          

Total Deferred Inflows of Resources 23,043,268         24,807,712         (1,764,444)          

Net Position
Net Investment in Capital Assets 350,595,499       327,255,619       23,339,880         
Restricted Funds, Expendable 31,472                36,915                (5,443)                 
Unrestricted 64,303,553         62,875,712         1,427,841           

Total Net Position 414,930,524$     390,168,246$     24,762,278$        
 

• The designation of the unrestricted net position of $64,303,553 as of June 30, 2026, is as 
follows:  
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Financial Summary (continued) 
 

Designations of Unrestricted Net Position
Emergency and Board Reserve 30,100,000$       
Student Success and Academic Projects 4,000,000           
Technology and Unplanned Capital Repairs 20,414,575         
Talent Cultivation 1,000,000           
Strategic Planning and Future Proofing 16,000,000         
Facility Funds 16,452,679         
Unfunded Pension, Benefits, and Absences (23,663,701)        

Total Unrestricted Net Position 64,303,553$        
 

 Dollar
June 30, 2026 June 30, 2025 Variance

Total Operating Revenue 46,779,413$       45,685,231$       1,094,182$         

Operating Expenses
Instruction 51,145,578         45,058,970         6,086,608           
Public Service 1,052,196           1,026,230           25,966                
Academic Support 15,132,232         13,883,272         1,248,960           
Student Services 12,587,540         11,166,699         1,420,841           
Facilities 15,284,462         11,934,657         3,349,805           
Institutional Support 24,304,723         19,753,701         4,551,022           
Scholarships and Related Expenses 3,077,114           2,289,049           788,065              
Auxiliary Enterprises 1,321,124           1,869,324           (548,200)             
Certain Fringe Benefits Paid Directly by the State 5,580,642           5,315,496           265,146              
Depreciation 11,453,149         11,553,145         (99,996)               
Amortization on Right-to-Use Asset 596,994              864,652              (267,658)             

Total Operating Expenses 141,535,754       124,715,195       16,820,559         

Operating Loss (94,756,341)        (79,029,964)        (15,726,377)        

Noncapital Subsidies
Government Appropriations 79,757,122         77,728,088         2,029,034           
Grants and Contracts 504,817              524,172              (19,355)               
In-Kind Contributions and Certain Fringe
  Benefits Paid Directly by Government 6,417,484           6,009,134           408,350              

Total Noncapital Subsidies 86,679,423         84,261,394         2,418,029           

Operating Income (Loss)  and Noncapital Subsidies (8,076,918)          5,231,430           (13,308,348)        

Other Nonoperating Revenue (Expense)
Capital Appropriations 29,361,402         22,213,606         7,147,796           
Loss on Disposal of Assets (5,134)                 4,345                  (9,479)                 
Investment Income 3,759,080           4,858,112           (1,099,032)          
Interest on Debt to Howard County (255,511)             (296,458)             40,947                
Interest Expense - Lease/SBITA Expense (20,641)               (33,066)               12,425                

Total Other Nonoperating Revenue, Net 32,839,196         26,746,539         6,092,657           

Change in Net Position 24,762,278         31,977,969         (7,215,691)          

Net Position -  Beginning of Year 390,168,246       358,190,277       31,977,969         

Net Position - End of Year 414,930,524$     390,168,246$     24,762,278$       
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Detailed Analyses  
 

• Total assets of the College experienced a decline of $8.8 million, marking a 1.8 percent 
decrease compared to the prior year. This reduction was primarily attributed to a notable 
decrease in current assets, particularly in cash and cash equivalents. The decrease in cash 
reserves is largely due to significant construction payments made to Howard County, reflecting 
the College’s commitment to infrastructural development. While this decrease in liquidity may 
raise concerns about short-term financial stability, it is a strategic investment in long-term 
growth and enhancement of educational facilities. 
 

• On the other hand, the College saw a positive shift in its non-current assets, which increased by 
6.9 percent. This growth is largely driven by the escalation in construction in progress (CIP) 
associated with the Workforce Development and Trades Center. The CIP represents ongoing 
projects that are crucial for expanding the College’s capacity to offer relevant training and 
education aligned with workforce needs. By investing in these non-current assets, the College is 
positioning itself to better serve its students and the surrounding community, ensuring that it 
remains competitive in an evolving educational landscape.  

 
• The substantial decrease in total liabilities by $32.4 million, or 34.6 percent, from the prior year 

highlights the College’s proactive approach to financial management and debt reduction. This 
reduction is largely linked to strategic payments made to Howard County, which were 
associated with ongoing construction projects. By addressing these liabilities, the College not 
only alleviates its financial burden but also enhances its fiscal health. Such a reduction can 
improve the College’s creditworthiness, potentially leading to more favorable borrowing terms in 
the future should additional financing be required for capital projects.  
 
Furthermore, the payments to Howard County signify the College’s commitment to investing in 
its infrastructure, particularly in initiatives that aim to expand educational facilities and improve 
service delivery. This alignment between reducing liabilities and investing in capital projects is 
essential for ensuring the long-term sustainability of the College, as it positions itself to better 
meet the needs of its students and the community. 

 
• Non-current liabilities encompass several key components, including the College’s share of the 

state pension liability for certain employees, the other post-employment benefits (OPEB) 
liability, lease and subscription-based information technology arrangement (SBITA) liability, and 
bond debt. Notably, the College’s bond debt experienced a decrease of 9 percent during the 
fiscal year. These bonds, which are held by the county on behalf of the College, were 
instrumental in financing the construction of the garage and other capital assets. The repayment 
schedule for this debt is detailed in Note 9 of the financial statements. Additionally, the OPEB 
liability saw a reduction of $1.6 million, or 9 percent, primarily driven by a change in deferred 
inflows. Further information regarding the OPEB liability can be found in Note 12. This strategic 
management of non-current liabilities underscores the College’s commitment to maintaining 
fiscal responsibility while continuing to invest in critical infrastructure and employee benefits. 

 
• Deferred outflows of financial resources decreased 9.7 percent and deferred inflows of financial 

resources decreased 7.1 percent. These items are related to the College’s pension liability for 
certain employees, discussed in Note 11 of the financial statements, and the OPEB liability, 
discussed in Note 12 of the financial statements. 
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Detailed Analyses (continued) 
 

• These changes resulted in an increase in the College’s net position of $24.7 million, an increase 
of 6.3 percent from the prior year. The net investment in capital assets of $350,595,499 is net of 
related debt that includes bond debt to Howard County of $6,537,968 and accounts payable 
related to construction of $1,135,987.  
 

• The College’s unrestricted net position is internally designated as outlined in the previous chart. 
The College’s unrestricted net position is now $64.3 million, a change of $1.4 million, or a 
2.3 percent increase over the prior year. The College was able to hold funds for future projects 
which have helped to increase the College’s overall net position. 
 

• Total operating revenue experienced an increase of $1.1 million compared to the prior year, 
primarily driven by a rise in tuition and fees. This growth in operating revenue reflects the 
College’s ability to enhance its financial resources, supporting ongoing educational programs 
and services. The increase in tuition and fees indicates a favorable trend in enrollment and 
student engagement, contributing positively to the College’s overall financial position. 
 

• Total operating expenses increased by $16.8 million, or 13.5 percent, to $141.5 million in 
FY2026, compared with $124.7 million in FY2025. The increase reflects higher costs across 
several of the College’s core operating functions, particularly instruction, institutional support, 
facilities, student services, and academic support. Salaries were increased by a 3% COLA 
increase, along with a 1% merit increase for all non-bargaining full-time employees. In addition, 
health care costs rose $863K, all of which were absorbed by the institution. These expenses are 
allocated across all functional areas. 
 
Instruction remained the largest operating expense category, increasing by approximately $6.1 
million, or 13.5 percent, from $45.1 million in FY2025 to $51.1 million in FY2026. Instruction 
accounted for approximately 36.1 percent of total operating expenses. When combined with 
academic support, which increased by approximately $1.2 million, or 9.0 percent, instruction 
and academic support represented approximately 46.8 percent of total FY2026 operating 
expenses, essentially consistent with the prior year’s allocation. In addition to the labor and 
health care increases, instruction supplies increased by $173K due to rising prices, and 
employee and dependent tuition reimbursements rose by $95K based on an increase in 
employee participation. 
 
Institutional support experienced a significant increase of $4.6 million, or 23.0 percent, rising 
from $19.8 million to $24.3 million. This increase represents one of the largest contributors to 
the overall growth in operating expenses. Institutional support encompasses the administrative 
and operational infrastructure necessary to maintain the College’s day-to-day activities, 
including executive and administrative functions, financial operations, human resources, 
information technology, and other institution-wide services. Contracted services increased $2.2 
million due to the use of Campus Works, legal fees increased by $65K in conjunction with the 
ratification of the two union bargaining units, computer equipment purchases rose by $1.3 
million to replace obsolete equipment as well as for the SaaS migration. 
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Facilities expenses also increased substantially, rising by approximately $3.3 million, or 28.1 
percent, from $11.9 million in FY2025 to $15.3 million in FY2026. This increase indicates a 
greater level of investment in the College’s physical infrastructure and facilities operations. Fuel 
costs rose by $450K and Contracted Services increased by $650K, primarily in Public Safety 
with the addition of non-campus personnel. 
 
Student services increased by approximately $1.4 million, or 12.7 percent, from $11.2 million to 
$12.6 million, which primarily relates to the afore-mentioned salary and health care cost 
increases. 
 
The College also increased its investment in scholarships and related expenses by 
approximately $788,000, or 34.4 percent, increasing from $2.3 million in FY2025 to $3.1 million 
in FY2026. This is primarily due to increases in Dual Enrollment discounts ($192K), Manpower 
discounts ($203K), and the Employee and Unaccompanied Homeless waivers ($52K). 
 
Other expense categories had more moderate or offsetting effects on the overall increase. 
Public service expenses increased by approximately $26,000, while certain fringe benefits paid 
directly by the State increased by approximately $265,000. These increases were partially offset 
by decreases in auxiliary enterprises of approximately $548,000, depreciation of approximately 
$100,000, and amortization of right-to-use assets of approximately $268,000.   

 
• Non-operating revenue experienced an increase of 1.5 percent, or $1.4 million, compared to the 

prior year. The county appropriation rose by approximately 3 percent, while the state 
appropriation saw a growth of 2.6 percent. This positive trend in non-operating revenue 
highlights the College’s ability to secure additional funding from local and state sources, which is 
essential for supporting various initiatives and maintaining fiscal health. The increases in 
appropriations reflect a broader commitment from governmental entities to invest in higher 
education, ultimately enhancing the College’s capacity to fulfill its mission and serve its student 
population effectively. 
 

• Capital appropriations increased by 32 percent or, $7.1 million, compared to the prior year. The 
increase was primarily attributable to continued funding received from Howard County and the 
State of Maryland for major capital projects, including the Workforce Development and Trades 
Center and ongoing construction activities. Capital appropriations of $29.4 million helped offset 
capital expenditures incurred during the year and contributed to the growth in the College’s net 
investment in capital assets. 
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Detailed Analyses (continued) 
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Detailed Analyses (continued) 
 

• Operating expenses, excluding facilities, institutional support, and depreciation and 
amortization, remained relatively flat over the last fiscal year. This stability in operating 
expenses indicates effective cost management and operational efficiencies within the College. 
The accompanying chart illustrates this trend, highlighting the areas where expenses have 
stabilized, allowing the institution to allocate resources more effectively. Maintaining consistent 
operating expenses, aside from the noted categories, is essential for ensuring the College can 
continue to meet its commitments while addressing any emerging financial challenges. 

 

 
  
Significant Capital Asset and Long-Term Financing Activity 
 
The College’s investment in capital assets increased during fiscal year 2026, driven primarily by 
construction activity associated with the Workforce Development and Trades Center and other campus 
capital improvement projects. Capital assets not being depreciated increased from approximately 
$103.7 million at June 30, 2025, to $131.5 million at June 30, 2026. The $27.8 million increase was 
primarily attributable to construction in progress related to the Workforce Development and Trades 
Center and other ongoing capital projects. State and County capital appropriations totaling 
approximately $29.4 million supported these investments and contributed to the growth in the College’s 
net investment in capital assets. These projects represent significant investments in the College’s 
facilities and infrastructure and are expected to support workforce development, academic 
programming, and future institutional needs. 
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Significant Capital Asset and Long-Term Financing Activity (continued) 
 
Capital assets being depreciated and amortized remained relatively consistent year over year, 
increasing from approximately $370.5 million to $366.8 million after asset retirements and transfers. 
Additions during the year included approximately $6.1 million of building renovations, $1.1 million of 
furniture, equipment, and software, and $0.3 million of subscription-based information technology 
assets. Depreciation and amortization expense totaled approximately $12.1 million during fiscal year 
2026. The College also retired approximately $11.3 million of capital and intangible assets during the 
year, primarily associated with completed renovation projects, information technology equipment, and 
subscription-based information technology arrangements that were no longer in service. These 
retirements had minimal impact on the College’s overall financial position. 
 
Long-term financing activity during fiscal year 2026 included reductions in both bond and subscription 
liabilities. Bond debt payable to Howard County decreased from approximately $7.2 million at June 30, 
2025, to $6.5 million at June 30, 2026, as a result of scheduled principal payments. Subscription-based 
information technology arrangement (SBITA) liabilities declined from approximately $725 thousand to 
$250 thousand following scheduled payments under existing software subscription agreements. Lease 
liabilities totaled approximately $68 thousand at June 30, 2026, reflecting the addition of new 
equipment leases and related principal payments during the year.  
 
As of June 30, 2026, the College maintained a strong financial position while continuing to invest in 
capital improvements and technology infrastructure that support its long-term strategic objectives. 
 
Currently Known Facts, Decisions, or Conditions 
 
Howard County and the State of Maryland provide significant resources to the College for both its 
operating and capital budgets. Restricted funding from federal, state, and local governments covers 
significant expenses for college programs and provides support to students with financial need. This 
support, exclusive of capital appropriations, is reflected in the financial statements as non-operating 
revenue. These governmental and grant funds covered 80 percent of operating expenses; therefore, 
the economic condition of the state and county is critical to the College’s future financial health. 
 
Tuition and fees remain a major source of revenue for the College. Given the challenges of enrollment 
across colleges and universities nationally. 
 
The College is completing construction of the new Mathematics and Athletic Complex that has been 
funded over several years. The complex supports current enrollment and allows for growth in the 
mathematics division and athletics programs while addressing existing facilities inadequacies and 
severe space deficits.  
 
The College received capital funding in FY26 for a Workforce Development and Trades Center which 
will serve the skilled trades area. Credit programs expected in the building include manufacturing, 
welding, and automotive. Non-credit programs include electrical, HVAC, plumbing, and forklift/heavy 
equipment operations. The detailed room by room requirements for the project were submitted to the 
state for approval. Design of the building began in FY24. Completion is scheduled for Fall, 2026.  
 
On the operating side, in FY27, the College anticipates an additional $1,375,050 or a 3 percent 
increase from the county. The state increased their funding by 3 percent. Together, county and state 
funding will make up 51 percent of the College’s operating budget for FY27.  
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Currently Known Facts, Decisions, or Conditions (continued) 
 
In the long-term, the county is transitioning from a “growth county” to a “maturing county.” The county’s 
population is aging, resulting in slower growth in personal income tax and additional needs for an aging 
population. In addition, with the limited availability of developable land, there is a significant shift to 
more dense and multi-family driven housing for development, also lowering our income tax revenue. 
Other factors that could restrict growth are uncertain interest rates, a shift in office space demand as 
well as state and federal policies.  

 
The College was fortunate to receive increases in both state and county funding for the past two years. 
Nevertheless, the College must look to other sources such as enrollment growth and prudent spending 
to manage our budget. The significant changes made in teaching and learning and student success 
along with our transition to eight-week courses will help us with our enrollment growth and retention. 
Although there are significant challenges ahead, the College is confident in our ability to innovate and 
elevate into the future. 
 
Based on population and demographic projections in the county and state, the college has been 
bracing for declines in enrollment. Fortunately, enrollments over the last few years have exceeded 
those projections; however, it is recommended that the college remain conservative in its enrollment 
projections especially considering 33% of the college’s enrollment is dual-enrolled. In FY 2026, the 
college projected a 2% decline in enrollment. Currently, the FY 2026 enrollment remains flat. The 
administration is projecting a 2% decrease in FY 2027 over FY 2026. 
 
According to the Annotated Code of Maryland’s Cade Funding Formula (Section 16-305), local support 
must match at least the funding level of the previous year’s contribution. Therefore, future funding from 
Howard County will not decrease. However, future increases, if any, will be determined by a new 
County Executive, as well as a predominantly new County Council. In terms of state funding, budget 
reconciliation measures (such as the BRFA) have implemented temporary 3 percentage caps on state 
aid growth to community colleges through FY29. These factors, and many others, have caused the 
College to transition from its current budgeting model to Zero-Based budgeting beginning with the FY28 
budget cycle. 
 
Historically, the State of Maryland fully covered the pension and retirement costs for eligible community 
college faculty and staff. Recent BRFA changes have systematically restructured this cost-sharing 
dynamic. The state has implemented a structural shift that transfers half of any future increases in 
retirement costs (measured from the baseline) directly to local county governments in perpetuity. 
Moving millions of dollars in fringe-benefit growth to local counties forces institutions to compete more 
heavily for localized county funding, directly affecting municipal budgets and institutional resource 
allocation. 
 
In addition, the Maryland’s Family and Medical Leave Insurance (FAMLI) program will require 
community colleges to manage mandatory payroll contributions starting January 1, 2027, and provide 
up to 12 weeks of paid, job-protected leave for eligible employees starting January 1, 2028. 0.9% 
payroll contribution rate on employee wages. Because community colleges have more than 15 
employees, they must split this cost with their workforce—deducting up to 0.45% from employee 
paychecks while paying the remaining employer share from institutional operational budgets. 
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Currently Known Facts, Decisions, or Conditions (continued) 
 
Colleges must register their institutional plans through the official Maryland FAMLI Portal, track hours 
(employees need 680 worked hours to qualify for benefits), and process quarterly wage reports. Setting 
up or vetting private plan alternatives also adds administrative weight to human resources departments 
already managing tight public funding. 
 
Requests for Information 
 
The management’s discussion and analysis financial report is intended to provide a general overview of 
the College’s finances. Questions concerning information within this report or requests for additional 
information should be addressed to the office of finance and administration, Howard Community 
College, 10901 Little Patuxent Parkway, Columbia, Maryland 21044. Email questions can be sent to 
FinanceOffice@howardcc.edu. 
 
Electronic versions of this audit report are provided for informational purposes and convenience of the 
reader. While reasonable efforts have been made to ensure the integrity of electronic statements, they 
should not be relied upon. A copy of the printed financial statements will be provided upon written 
request made to: Howard Community College, 10901 Little Patuxent Parkway, Columbia, Maryland 
21044; Attention: The Office of the Executive Vice President for Finance and Administration. Email 
requests should be sent to FinanceOffice@howardcc.edu. 
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Howard

Community
Howard College

Community Educational
College Foundation, Inc.

CURRENT ASSETS
Cash and Cash Equivalents 92,067,097$    2,892,922$      
Investments -                       11,776,585      
Tuition and Other Receivables, (Net of $3,859,488 Allowance) 2,400,626        -                       
Federal, State, Local, and Other Receivables 39,896,900      -                       
Contribution Receivable, Net -                       2,008,906        
Prepaid Expenses and Other Assets 343,454           41,134             

Total Current Assets 134,708,077    16,719,547      

NONCURRENT ASSETS
Investments and Interest in Irrevocable Trust -                       13,891,090      
Capital Assets: 

Capital Assets, Not Being Depreciated 131,533,390    -                       
Capital Assets, Net of Accumulated Depreciation and Amortization 227,053,977    -                       

Total Capital Assets 358,587,367    -                       
Total Noncurrent Assets 358,587,367     13,891,090      

Total Assets  493,295,444     30,610,637      

DEFERRED OUTFLOWS  OF RESOURCES
Pension 1,352,363        -                       
Other Postemployment Benefits 4,608,598        -                       

Total Deferred Outflows of Resources 5,960,961         -                       

CURRENT LIABILITIES
Accounts Payable and Accrued Wages 16,516,682      382,961           
Accrued Compensated Absences 2,606,264        -                       
Payable to Howard County for Construction 13,616,661      -                       
Other Liabilities 695,729           -                       
Bonds Payable, Howard County, Current Portion 598,649           -                       
Lease Liability, Current 20,816             -                       
SBITA Liability, Current 226,626           -                       
Deposits 62,579             -                       
Unearned Revenue 1,744,784        151,953           

Total Current Liabilities 36,088,790       534,914            
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Howard

Community
Howard College

Community Educational
College Foundation, Inc.

NONCURRENT LIABILITIES
Pension Liability 3,444,704$      -$                     
Other Postemployment Benefits 15,739,329      -                       
Bonds Payable, Howard County, Net of
  Current Portion 5,939,319        -                       
Lease Liability, Net of Current 46,850             -                       
SBITA Liability, Net of Current 23,621             -                       

Total Noncurrent Liabilities 25,193,823      -                       

Total Liabilities 61,282,613      534,914           

DEFERRED INFLOWS OF RESOURCES 
Pension 409,610           -                       
Other Postemployment Benefits 22,633,658      -                       

Total Deferred Inflows of Resources 23,043,268      -                       

NET POSITION
Net Investment in Capital Assets 350,595,499    -                       
Restricted for Scholarships and Program Uses 31,472             13,166,424      
Restricted Nonexpendable -                       13,891,090      
Unrestricted 64,303,553      3,018,209        

Total Net Position 414,930,524$  30,075,723$     
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Howard

Community
Howard College

Community Educational
College Foundation, Inc.

OPERATING REVENUE  
Student Tuition and Fees
Net of Discounts, Allowances, and Financial Aid of $16,550,539 26,584,913$    -$                     
Cultural, Community, and Other Programs, Net of Financial
  Aid of $15,696 1,270,857        -                       
Federal Grants and Contracts 15,227,070      -                       
State Grants and Contracts 2,468,527        -                       
Local Grants and Contracts 216,554           -                       
Other Grants and Contracts 273,338           60,002             
Auxiliary Enterprise Revenue 145,165           -                       
Other Operating Revenue 592,989           -                       
Contributions -                       3,421,742        
In-Kind Contributions -                       1,100,139        
Special Events -                       248,942           

Total Operating Revenue 46,779,413      4,830,825        

OPERATING EXPENSES
Instruction 51,145,578      -                       
Public Service 1,052,196        -                       
Academic Support 15,132,232      -                       
Student Services 12,587,540      -                       
Facilities 15,284,462      -                       
Institutional Support 24,304,723      723,391           
Scholarships and Related Expenses 3,077,114        1,729,934        
Program Expenses -                       697,501           
Special Events -                       42,545             
Fundraising -                       433,578           
Auxiliary Enterprises 1,321,124        -                       
Certain Fringe Benefits Paid Directly by the State of Maryland 5,580,642        -                       
Depreciation 11,453,149      -                       
Amortization on Right-to-Use Asset 596,994           -                       

Total Operating Expenses 141,535,754    3,626,949        

OPERATING INCOME (LOSS) (94,756,341)     1,203,876         
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Howard

Community
Howard College

Community Educational
College Foundation, Inc.

NONCAPITAL SUBSIDIES
State of Maryland Appropriations 33,922,122$    -$                     
Howard County Government Appropriations 45,835,000      -                       
Certain Fringe Benefits Paid Directly by the State of Maryland 5,580,642        -                       
In-Kind Contributions - Howard County Government 836,842           -                       
Foundation Grants and Contracts 504,817           -                       

Total Noncapital Subsidies 86,679,423      -                       

OPERATING INCOME (LOSS) AND NONCAPITAL SUBSIDIES (8,076,918)       1,203,876        

OTHER NONOPERATING REVENUE (EXPENSES)
Capital Approriations:

State of Maryland 17,078,200      -                       
Howard County 12,283,202      -                       

Loss on Disposal of Assets (5,134)              -                       
Investment Income 3,759,080        632,027           
Net Realized and Unrealized Gain on Investments -                       3,086,784        
Interest Expense - Bonds (255,511)          -                       
Interest Expense - Lease and SBITA Expense (20,641)            -                       

Total Other Nonoperating Revenue, Net 32,839,196      3,718,811        

INCREASE IN NET POSITION 24,762,278      4,922,687        

Net Position - Beginning of Year 390,168,246    25,153,036      

NET POSITION - END OF YEAR 414,930,524$  30,075,723$    
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CASH FLOWS FROM OPERATING ACTIVITIES 

Student Tuition and Fees 23,937,799$     
Student Loan Receipts (3,632,145)       
Student Loan Disbursements 3,632,145         
Grants and Contracts 5,914,482         
Payments to Suppliers (36,332,800)     
Payments to Employees (63,185,011)     
Payments for Employee Benefits (18,806,074)     
Auxiliary Enterprises (1,175,959)       
Other Receipts 592,989            

Net Cash Used by Operating Activities (89,054,574)     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 
Local Appropriations 45,835,000       
State Appropriations 33,922,122       
Foundation Grants and Contracts 12,775,824       

Net Cash Provided by Noncapital Financing Activities 92,532,946       
 
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES 

Capital Appropriations 4,643,676         
Purchase of Capital Assets (30,173,067)     
Proceeds from Sale of Capital Assets (5,134)              
Interest Expense on Bonds (255,511)          
Principal Payments on Bonds, Net of Refunding (638,105)          
Interest on Leases and SBITAs (20,641)            
Payments on Leases and SBITAs (828,180)          

Net Cash Used by Capital Financing Activities (27,276,962)     

CASH FLOWS FROM INVESTING ACTIVITIES 
Investment Interest 3,759,080         

NET DECREASE IN CASH AND CASH EQUIVALENTS (20,039,510)     

Cash and Cash Equivalents - Beginning of Year 112,106,607     

CASH AND CASH EQUIVALENTS - END OF YEAR 92,067,097$     
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RECONCILIATION OF OPERATING LOSS TO
  NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating Loss (94,756,341)$   
Adjustments to Reconcile Operating Loss to Net Cash
  Used by Operating Activities:
    Depreciation Expense 11,453,149       
    Lease and SBITA Amortization 596,994            
    Pell Grant (12,271,007)     
   Amounts Paid Directly by the State and County 6,417,484         

Effects of Changes in Noncash Operating Assets and Liabilities:
   Receivables, Net 691,318            
   Prepaid Expenses and Other Assets 164,353            
   Pension and OPEB Outflow 646,889            
   Accounts and Other Payables 1,423,868         
   Unfunded Pension Liability (207,061)          
   Unfunded OPEB Liability (1,589,173)       
   Pension and OPEB Inflow (1,764,444)       
   Unearned Revenue (88,622)            
   Compensated Absences 228,019            

Net Cash Used by Operating Activities (89,054,574)$   

SUPPLEMENTAL DISCLOSURE OF NONCASH CAPITAL AND
  RELATED FINANCING ACTIVITIES

Capital Assets Acquired by Capitalization of Leases and SBITA Contracts 420,786$          
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NOTE 1 ORGANIZATION AND BACKGROUND 

Howard Community College (the College), founded by the Board of Education of Howard 
County (the County), was formally authorized by the County Commissioners to provide a full 
range of educational services to the County’s citizens; however, citizens of other counties, 
states, and countries are also eligible to attend. In fiscal year 2026, 75.7% of the College’s 
credit student populations were County residents. The College is fully accredited by the 
Middle States Commission on Higher Education and by the Maryland Higher Education 
Commission to offer programs of learning and to award associate degrees and certificates 
of proficiency. 
 
A seven-member board of trustees, appointed by the Governor of Maryland, governs the 
College. The College president is a nonvoting member and serves as the secretary-
treasurer.  
 
The College is defined as a component unit of Howard County, Maryland government, and 
the College’s financial statements are included in the comprehensive annual report of the 
County in accordance with generally accepted accounting principles in the United States of 
America. 
 
The Howard Community College Educational Foundation, Inc. (the Foundation) is a 
separate legal entity with a separate board of directors. The Foundation is a nonprofit 
organization established in 1978 to provide charitable benefits to the College and financial 
aid to qualified students attending the College. The College’s president holds the position of 
secretary and the College’s director of development holds the position of executive director. 
The Foundation operates independently of the College. 
 
Since the Foundation was established for the purpose of obtaining resources and to provide 
charitable benefits to the College, it is considered a component unit of the College, and is 
discretely presented in the College’s financial statements. 
 
Complete financial statements of the Foundation can be obtained by contacting the 
Foundation’s administrative office located at Howard Community College, 10901 Little 
Patuxent Parkway, Columbia, MD 21044-3197. Email requests can be sent to 
Foundation@howardcc.edu.  
 
 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 
The accompanying financial statements are prepared using accounting principles generally 
accepted in the United States of America as established by the Governmental Accounting 
Standards Board (GASB). 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of Presentation (Continued) 
The Foundation is a private nonprofit organization that reports under Financial Accounting 
Standards Board (FASB), including FASB Accounting Standards Codification Topic No. 958. 
As such, certain revenue recognition criteria and presentation features are different from 
GASB revenue recognition criteria and presentation features. With the exception of 
necessary presentation adjustments, no modifications have been made to the Foundation’s 
financial information in the College’s financial reporting entity for these differences. 
 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities as of the date of the financial statements and the reported 
amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates. 
 
Cash and Cash Equivalents 
The College and the Foundation consider all highly liquid investments with maturity of three 
months or less when purchased to be cash equivalents. Cash equivalents are carried at 
cost, which approximates fair value. Funds invested through the Maryland Local 
Government Investment Pool are also considered cash equivalents. At times, Foundation 
amounts on deposit may exceed insured limits or include uninsured investments in money 
market mutual funds. Insured accounts are guaranteed by the Federal Deposit Insurance 
Corporation (FDIC) up to $250,000 per depositor, per insured bank, for each account 
ownership category. As of June 30, 2026, the Foundation had approximately $2,061,000 in 
excess of FDIC insurance limits. To date, the Foundation has not experienced losses in any 
of these accounts. 
 
Investments and Interest in Irrevocable Trust 
Investments of the Foundation that are comprised of mutual funds and fixed income 
securities are reported at fair value, based upon the net asset value per share as 
determined by quoted market prices. 
 
Changes in fair value are recognized in the statement of revenue, expenses, and changes in 
net position in the period in which the change occurs and are included in net realized and 
unrealized gains and losses on investments. 
 
Interest in irrevocable trust represents the Foundation’s interest in an irrevocable trust 
donated to the Foundation during the year ended June 30, 2009. The Foundation’s interest 
is reported as the net present value of the estimated fair value based on the Foundation’s 
share of the trust, the fair value of the assets in the trust, and the expected life of the donor. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Tuition and Other Receivables 
The College’s tuition receivable represents obligations of students resulting from course 
registrations. The receivable is due before the end of the semester for which it was incurred. 
Amounts that remain uncollected after the College’s payment deadlines are considered 
delinquent. When attempts to collect the balances are unsuccessful, accounts are referred 
to a collection agency after the end of the semester. The College established a valuation 
allowance based on prior trends for the tuition receivable it estimates as uncollectible. As of 
June 30, 2026, the net tuition receivable was $1,051,913. Included in other receivables are 
amounts due from the Howard Community College Educational Foundation of $381,891 and 
from Slingshot of $966,822, primarily for May and June’s commission on sales. 
 
Contributions Receivable 
The Foundation’s contributions receivable represents unconditional promises to give from 
various contributors including individuals, foundations, local businesses, and governments. 
There was a $27,000 allowance for uncollectible accounts recorded as of June 30, 2026.  
 
Contributions receivable are recorded at the donated amount or net present value for those 
contributions expected to be collected in excess of one year. A discount rate of 5% was 
used as of June 30, 2026. The unamortized discount of $61,057 is accreted into contribution 
revenue.  
 
The College’s federal, state, local and other receivables represent obligations from 
governmental or grant agencies primarily associated with reimbursement of expenditures 
that have already occurred. As of June 30, 2026, the total receivable was $39,896,900. The 
majority of this receivable, $38,680,178, is associated with ongoing capital projects, with 
receivable due from the County of $24,733,398, and state of $13,946,780. 
 
Capital Assets 
Capital assets of the College are long-lived tangible assets that will benefit future periods. 
These assets have been capitalized and are depreciated over their estimated useful lives. 
Capital assets are defined as land, land improvements, buildings, building renovations, 
leasehold improvements, furniture and equipment (including software), and library books 
that have initial useful lives extending beyond a single reporting period. 
 
The College has established a threshold of $5,000 for furniture and equipment for items to 
be capitalized. Library books are capitalized as one component unit for the purchases within 
the fiscal year. 
 
Capital assets constructed or purchased are capitalized at cost, while assets acquired by gift 
are capitalized at their acquisition value at the time of donation. The College depreciates all 
capital assets, except for land. Depreciation expense is not allocated functionally on the 
financial statements. Cost incurred for construction in progress is capitalized as incurred and 
not depreciated until the assets are ready to be placed in service.  
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Capital Assets (Continued) 
Depreciation is computed on a straight-line basis over estimated useful lives (as listed 
below), beginning the year after acquisition, except for buildings, which are depreciated in 
the first year of their use.  
 
 Buildings 50 Years 
 Land Improvements 25 Years 
  Renovations and Leasehold Improvements 15 years 
   (or Lease Term, if Shorter) 
 Library Books  8 Years 
 Furniture, Equipment, and Software 3 to 10 Years 
 
Right-to-Use Asset and Liabilities 
The College has entered into subscription agreements for various software. As the College 
enters into an agreement, the right to use an asset and associated liability are recorded at 
the net present value. The useful life of the asset ranges from three to five years, and the 
asset is amortized over shorter of the term of the subscription agreement or the useful life. 
 
Accrued Compensated Absences 
The College accrues for unused compensated absences as of year-end. Accrued 
compensated absences as of June 30, 2026, were $2,606,264.  
 
The change in the College’s accrued compensated absences for the year ended June 30, 
2026, was as follows: 
 

Beginning End
of Year Additions Reductions of Year

Payable 2,378,245$     228,019$        * -$                   2,606,264$     

*The change in the compensated absences liability is presented as a net change.  
 
Unearned Revenue 
Unearned revenue for the College is primarily comprised of tuition received for semesters 
beginning after June 30, 2026, and grant revenue received during the year that has 
restrictions on spending related to time or purpose, which has been deferred until those 
restrictions are met. The Foundation collects advance receipts for fundraising events. Funds 
received for Foundation fundraising events are recognized as special events revenue upon 
the occurrence of the event. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Deferred Inflows and Outflows Related to Pension and Other Postemployment Benefits 
Deferred inflows include differences between expected and actual experience, changes in 
actuarial assumptions, the net difference between projected and actual earnings, and a 
change in the College’s proportional rate.  
 
Deferred outflows include amounts paid to the County for the College’s related expense. 
They also include changes in actuarial assumptions, and the net difference between 
projected and actual earnings.  
 
Net Assets 
Net Assets of the College is classified as restricted, unrestricted, or net investment in capital 
assets. Restricted net assets is reported as either expendable or nonexpendable. 
Nonexpendable net assets is to be maintained in perpetuity. Expendable net assets, for 
which there are externally imposed constraints, are obligated or expensed within those 
condition(s). The restricted net assets of $31,472 represents grants given to the College for 
a specific use. As of June 30, 2026, the College did not have any nonexpendable net 
position.  
 
The net investment in capital assets of $350,595,499 is net of related debt that includes 
bond debt to Howard County of $6,537,968.  
 

Net Assets Without Donor Restrictions – Assets and contributions that are not restricted 
by donors, or for which restrictions have expired.  
 
Net Assets With Donor Restrictions – Assets whose use by the Foundation has been 
restricted by donors primarily for a specific time period or purpose. When a donor 
restriction is met, net assets with donor restrictions are reclassified to net assets without 
donor restrictions. As of June 30, 2026, there was $13,166,424 in net assets with donor 
restrictions for a specific time period or purpose. 
 
Net assets with donor restrictions also consist of contributions subject to donor-imposed 
stipulations that must be maintained in perpetuity by the Foundation. Generally, the 
donors of these assets permit the Foundation to use all or part of the income earned and 
capital gains, if any, on the related investments for general or specific purposes. 
Investment income earned from such contributions is restricted to support the purpose 
designated. Net assets with donor restrictions, in perpetuity, was $13,891,090 for the 
year ended June 30, 2026.  

 
Revenue Recognition 
The financial statements of the College have been prepared on the accrual basis of 
accounting, whereby all revenue is recorded when earned and all expenses are recorded 
when they have been incurred. These financial statements are intended to report the public 
institution as an economic unit that includes all measurable assets and liabilities, financial 
and capital, of the institution. Internal activity between programs has been eliminated.  
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue Recognition (Continued) 
The College’s tuition and fee revenue is shown net of scholarship allowances. A scholarship 
allowance is defined as the difference between the stated charge for tuition, fees, goods, 
and services provided by the College and the amount that is paid by the student and/or third 
parties making payments on behalf of the student. The scholarship allowance represents the 
amount the College receives as tuition from outside sources, such as the Title IV Federal 
Grant Program, the Foundation, other restricted grants, and the College’s own scholarship 
program. Funds received on behalf of students from outside sources, such as third-party 
payors, are reported in the appropriate revenue classification. 
 
Certain aid, such as loans and third-party payments, are credited to the student’s account as 
if the student made the payment. For the year ended June 30, 2026, the College netted 
expenses in the amount of $16,566,235, reducing tuition revenue for these payments. 
 
Auxiliary Enterprises, Workforce, Career, and Community Education, and Cultural, 
Community, and Other Programs 
Auxiliary enterprises operated by the College include the student athletic programs. The 
bookstore, food service, and vending are outsourced. 
 
Workforce, career, and community education programs primarily represent noncredit 
courses offered by the College for a fee. 
 
Cultural, community, and other programs are primarily events such as summer instructional 
and sports camps, the youth music program, the international programs, various student 
services programs, and athletic activities sponsored by the College for the community. Net 
position for these programs is part of the unrestricted net position balance. 
 
Contributions received are recorded as net assets without donor restrictions, or with donor 
restrictions, depending on the existence and/or nature of any donor-imposed restrictions.  
 
Gifts of cash and other assets are reported as restricted support if they are received with 
donor stipulations that limit the use of the donated assets. When a donor restriction expires, 
that is, when some stipulated time restriction ends or purpose of the restriction is 
accomplished, net assets with donor restrictions are reclassified to net assets without donor 
restrictions and reported in the Howard Community College Educational Foundation 
statements of activities and changes in net assets as net assets released due to satisfaction 
of donor restrictions. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Defined Benefit Plan 
For purposes of measuring the net pension liability, deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about 
the fiduciary net position of the Maryland State Retirement and Pension Systems (MSRPS) 
and additions to/deductions from MSRPS fiduciary net position have been determined on 
the same basis as they are reported by MSRPS. For this purpose, benefit payments 
(including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  
 
Operating and Nonoperating Components 
The College has elected to report its operating expenses by functional classification, with 
the exception of certain fringe benefits paid directly by the state and depreciation expense, 
which are presented as distinct expenses. The statement of cash flows is presented as 
required using the direct method that depicts cash flows from operating activities and a 
reconciliation of operating loss and operating cash flows. 
 
Operating revenues and expenses are revenues and expenses other than nonoperating 
revenues and expenses. Nonoperating revenues and expenses are (a) subsidies received 
and provided, (b) contributions to permanent and term endowments, (c) revenues and 
expenses related to financing, (d) resources from the disposal of capital assets and 
inventory, and (e) investment income and expenses. Ongoing operations of the College 
include, but are not limited to, providing intellectual, cultural, and social services through 
associate degree and certificate programs, along with workforce, career, and community 
education programs. Operating cash flows consist primarily of receipts from student tuition 
and fees, grants and contracts, student loan programs, auxiliary enterprises, and other 
operating sources. 
 
Noncapital financing activities consist primarily of state of Maryland appropriations, Howard 
County Government appropriations, Foundation grants and contracts, and student financial 
aid assistance - Pell Grants. These resources are used to support operations and are not 
associated with the acquisition or construction of capital assets. 
 
Capital financing activities consist primarily of capital appropriations, acquisitions and 
disposals of capital assets, principal and interest payments on bonds, and payments related 
to leases and subscription-based information technology arrangements (SBITAs). 
 
Investing activities consist of interest and other earnings derived from the College’s 
investment portfolio. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

In-Kind Contributions 
The Foundation is the designated recipient for all College gifts. The Foundation receives 
and records all in-kind gifts intended for the College, such as artwork, books, equipment, 
etc. This property is transferred to the College immediately upon receipt. Annually, the 
College records all in-kind gifts in the special fund.  
 
The Foundation receives contributions of various goods from nonrelated sources. These 
contributions and their related expenses are reported at fair value in the period the goods 
were received. The estimated fair value of these contributions for the year ended June 30, 
2026, was $15,781. Additionally, the Foundation receives in-kind support from the College 
consisting of personnel and office costs. The estimated value of these services for the year 
ended June 30, 2026, was $1,076,846.  
 
Howard County Government allows the College to use the Hickory Ridge Building and the 
first floor of the Gateway Building for classrooms and administrative offices. Both facilities 
are owned by the County. The College pays all maintenance and operating costs related to 
the use of these 77,200 square feet of space. The College has also recognized in-kind 
OPEB benefits from the County of $836,842 in noncapital subsidy and operating expense.  
 
Federal and State Income Tax Status 
The College is exempt from federal and state income taxes as it is essentially a political 
subdivision of the state. The Foundation has been granted an exemption by the Internal 
Revenue Service (IRS) from federal income taxes under Section 501(c)(3) of the Internal 
Revenue Code (IRC). 
 
The IRS has also determined that the Foundation is not a private foundation. The 
Foundation is required to report unrelated business income to the IRS. The Foundation did 
not have any unrelated business income for the year ended June 30, 2026. Income tax 
benefits are recognized for income tax positions taken or expected to be taken in a tax 
return, only when it is determined that the income tax position will more likely than not be 
sustained upon examination by taxing authorities. As of June 30, 2026, the Foundation has 
analyzed tax positions taken for filing with the IRS and all state jurisdictions where it 
operates. The Foundation believes that its income tax filing positions will be sustained upon 
examination and does not anticipate any adjustments that would result in a material adverse 
effect on the Foundation’s financial position or results of activities. Accordingly, the 
Foundation has not recorded any reserves or related accruals for interest and penalties for 
uncertain income tax positions as of June 30, 2026. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

New Accounting Pronouncements 
During fiscal year 2026, the College implemented Governmental Accounting Standards 
Board (GASB) Statement No. 103, Financial Reporting Model Improvements, and GASB 
Statement No. 104, Disclosure of Certain Capital Assets. The adoption of GASB Statement 
No. 103 resulted in revisions to the presentation of Management’s Discussion and Analysis 
(MD&A) and the statement of revenues, expenses, and changes in net position, including 
the classification of certain operating and nonoperating revenues and expenses. The 
implementation of GASB Statement No. 103 did not have a material effect on the College’s 
financial position, results of operations, or cash flows. GASB Statement No. 104 established 
additional disclosure requirements for certain capital assets, which have been incorporated 
into the accompanying notes to the financial statements. 
 

NOTE 3 CASH AND CASH EQUIVALENTS 

A. Deposits 

As of year-end, the carrying amount of the College’s deposits was $2,410,518 and the 
bank balance was $3,924,900. The deposits of the College, as of June 30, 2026, were 
not exposed to custodial credit risk. The operating account is federally insured up to 
$250,000 by the Federal Deposit Insurance Corporation and any amounts in excess of 
$250,000 were collateralized by mortgage-backed securities with a market value of 
$10,200,007, as of June 30, 2026. The collateral is held by the bank’s agent in the 
College’s name. 
 

B. Investments 

The College’s allowable investments are determined by Article 95, Section 22 of the 
Annotated Code of the Public General Laws of Maryland and the College’s investment 
policy. The College may invest in certificates of deposit with commercial banks in the 
state of Maryland, direct U.S. obligations, U.S. government agency obligations, 
repurchase agreements, banker’s acceptances from approved banks with acceptable 
credit ratings, commercial paper from entities with an acceptable credit rating, money 
market funds, and the Maryland Local Government Investment Pool (MLGIP). 
 

As of June 30, 2026, the College’s investment is considered a cash equivalent for financial 
statement purposes and is detailed below: 
 
Cash on Hand 1,900$             
Carrying Amount of Deposit 2,410,518        
Carrying Amount of MLGIP 89,654,679      

Total Cash and Cash Equivalents 92,067,097$    
 

 
All of the above investments are in compliance with the College’s internal investment policy.  
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NOTE 3 CASH AND CASH EQUIVALENTS (CONTINUED) 

Interest Rate Risk 
Fair value fluctuates with interest rates and increasing interest rates could cause fair value 
to decline below original cost. To limit the College’s exposure to fair value losses arising 
from increasing interest rates, the College’s investment policy limits the term of investment 
maturities. As of June 30, 2026, the College’s investments were limited to the MLGIP with 
maturity of less than one year. College management believes the liquidity in the portfolio is 
adequate to meet cash flow requirements and to preclude the College from having to sell 
investments below original cost for that purpose. 
 
Investment income included interest and dividends in the amount of $3,759,080 for the year 
ended June 30, 2026. 
 
Credit Risk 
The College invests in MLGIP, which is under the administration of the state treasurer. The 
MLGIP is rated AAAm by Standards & Poor’s, its highest rating for money market mutual 
funds. The MLGIP seeks to maintain a constant value of one dollar per unit. Unit value is 
computed using the amortized cost method. In addition, the net asset value of the pool, 
market-to-market, is calculated and maintained on a weekly basis to ensure a one dollar per 
unit constant value. 
 
Custodial Credit Risk 
For an investment, custodial credit risk is the risk that, in the event of failure of the 
counterparty, the College will not be able to recover all or a portion of the value of its 
investments or collateral securities that are in the possession of an outside party. The 
College’s investments were all invested in the MLGIP and are not exposed to custodial 
credit risk. 
 
Foreign Currency Risk 
The College’s investment policy does not allow for investments denominated in foreign 
currencies. The College did not have any investments denominated in any foreign currency 
for the year ended June 30, 2026. 
 
 

NOTE 4 INVESTMENTS AND INTEREST IN IRREVOCABLE TRUST 

The Foundation’s investments and interest in irrevocable trust as of June 30, 2026, were 
summarized as follows:  
 

Gross
Amortized Unrealized

Cost Gain (Losses) Fair Value
Fixed Income - Corporate Bonds 6,680,101$         (147,807)$           6,532,294$         
Mutual Funds 14,245,954         4,302,795           18,548,749         
Hedged Strategy 374,138              13,630                387,768              
Interest in Irrevocable Trust 87,262                111,602              198,864              

Total 21,387,455$       4,280,220$         25,667,675$        
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NOTE 4 INVESTMENTS AND INTEREST IN IRREVOCABLE TRUST (CONTINUED) 

On January 29, 2009, the Foundation received an irrevocable bequest expectancy in which 
the College would receive 20% of a charitable remainder trust. The total value of the trust 
was $2,654,495 as of June 30, 2026. The Foundation used the IRS guideline suggested 
discount rate of 6.80% as of June 30, 2026. 
 
 

NOTE 5 FAIR VALUE MEASUREMENTS 

Fair value is defined as the exchange price that would be received for an asset or paid to 
transfer a liability (an exit price) in the principal or most advantageous market for the asset 
or liability in an orderly transaction between market participations on the measurement date. 
Valuation techniques used to measure fair value must maximize the use of observable 
inputs and minimize the use of unobservable inputs. The standard describes a fair value 
hierarchy based on three levels of inputs, of which the first two are considered observable 
and the last unobservable, that may be used to measure fair value and are as follows: 
 
Basis of Fair Value Measurement 

Level 1 – Valuation based on quoted prices in active markets for identical unrestricted 
assets or liabilities that a reporting entity has the ability to access at the measurement 
date, and where transactions occur with sufficient frequency and volume to provide 
pricing information on an ongoing basis. 
 
Level 2 – Valuation based on inputs other than quoted prices included within Level 1 that 
are observable for the asset or liability, either directly or indirectly. Inputs include quoted 
prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in markets that are not active, that is, markets in which there 
are few transactions, prices are not current, or prices vary substantially over time. 
 
Level 3 – Valuation based on inputs that are unobservable for an asset or liability and 
shall be used to measure fair value to the extent that observable inputs are not available, 
thereby allowing for situations in which there is little, if any, market activity for the asset 
or liability at the measurement date. This input therefore reflects the Foundation’s 
assumptions about what market participants would use in pricing the asset or liability 
developed based on the best information available in the circumstances. 

 
The following section describes the valuation methodologies used by the Foundation to 
measure its financial assets at fair value: 
 

Mutual Funds and Fixed Income – The Foundation’s investments in mutual funds and 
fixed income are valued based upon the net asset value per share as determined by 
quoted market prices and open market on which the fund is traded. 
 
Interest in Irrevocable Trust – The Foundation’s interest in an irrevocable trust is valued 
at the present value of the estimated fair value of the underlying market value of 
investments. 
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NOTE 5 FAIR VALUE MEASUREMENTS (CONTINUED) 

Basis of Fair Value Measurement (Continued) 
There are no changes in the valuation methodologies as of June 30, 2026. 
 
The following tables set forth, by level within the fair value hierarchy, the Foundation’s 
investment assets at fair value as of June 30, 2026. Assets are classified in their entirety 
based on the lowest level of input that is significant to the fair value measurement. 
 

Level 1 Level 2 Level 3 Total
Fixed Income 6,532,294$     -$                    -$                    6,532,294$     
Mutual Funds 18,548,749     -                      -                      18,548,749     
Hedged Strategy 387,768          387,768          
Interest in Irrevocable Trust -                      198,864          -                      198,864          

Total 25,468,811$   198,864$        -$                    25,667,675$    
 
Unrealized gains in fair value are recorded in the statement of revenue, expenses, and 
changes in net position. 
 
 

NOTE 6 CONTRIBUTIONS RECEIVABLE  

Contributions receivable of the Foundation as of June 30, 2026, were recorded as follows: 
 
Amounts Due in:

Less Than One Year 959,251$         
One to Five Years 1,135,212        
More Than Five Years 2,500               

Total 2,096,963        
Less: Discount for Net Present Value at 5% 61,057             
Less: Allowance for Uncollectible Accounts 27,000             

Contributions Receivable, Net 2,008,906$       
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NOTE 7 CAPITAL ASSETS 

The following table presents the changes in the capital asset categories of the College, less 
depreciation expense for the year ended June 30, 2026: 
 

Beginning Additions/ End
of Year Transfers Retirements of Year

Capital Assets Not Being Depreciated:
Land 378,578$           -$                       -$                        378,578$           
Construction in Progress 103,328,169      27,826,643        -                         131,154,812      

Total Capital Assets Not Being 
  Being Depreciated 103,706,747      27,826,643        -                         131,533,390      

Capital Assets Being Depreciated/
  Amortized:

Land Improvements -                         -                         -                         -                         
Buildings 257,740,986      -                         -                         257,740,986      
Building Renovations 88,263,491        6,080,970          (9,971,318)         84,373,143        
Furniture, Equipment, and Software 20,869,022        1,063,717          (480,358)            21,452,381        
Library Books 202,798             10,195               (18,046)              194,947             
Leasehold Improvements 332,648             -                         -                         332,648             
Subscription Based IT Assets 3,113,978          315,576             (832,617)            2,596,937          
Lease Assets - Equipment -                         105,210             -                         105,210             

Total Capital Assets Being 
  Depreciated/Amortized 370,522,923      7,470,458          (11,302,339)       366,796,252      

Less: Accumulated Depreciation/
  Amortization

Land Improvements -                         -                         -                         -                         
Buildings (78,701,655)       (5,054,066)         -                         (83,755,721)       
Building Renovations (39,952,121)       (5,219,478)         9,971,318          (35,200,281)       
Furniture and Equipment (17,519,570)       (1,135,468)         475,108             (18,179,930)       
Library Books (99,369)              (21,845)              18,046               (103,168)            
Leasehold Improvements (199,589)            -                         -                         (199,589)            
Subscription Based IT Assets (2,319,026)         (783,147)            832,617             (2,269,556)         
Lease Assets - Equipment -                         (34,030)              -                         (34,030)              

Total Accumulated Depreciation/
  Amortization (138,791,330)     (12,248,034)       11,297,089        (139,742,275)     

Total Assets, Net 231,731,593      (4,777,576)         (5,250)                227,053,977      

Capital Assets, Net 335,438,340$    23,049,067$      (5,250)$              358,587,367$    
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NOTE 8 RIGHT-TO-USE ASSET AND LEASE AND SUBSCRIPTION LIABILITY 

The College has entered into various lease agreements as lessee primarily for office space 
and office equipment. The College’s leases have initial terms of up to five years, and contain 
one or more renewals at the College’s option, generally for up to five-year periods. The 
College has generally included these renewal periods in the lease term when it is 
reasonably certain that the lease renewal option will be exercised. The College’s leases 
generally do not include termination options for either party to the lease or restrictive 
financial or other covenants. Certain real estate leases require additional payments for 
common area maintenance, real estate taxes, and insurance, which are expensed as 
incurred as variable lease payments. For office space leases that include variable 
payments, those include payments for the College’s proportionate share of the building’s 
property taxes, insurance, and common area maintenance. The College’s lease 
arrangements do not contain any material residual value guarantees.  
 
As the interest rate implicit in the College’s leases is not readily determinable, the College 
utilizes its incremental borrowing rate 5% to discount the lease payments.  
 
As of June 30, 2026, the statement of net position includes the following amounts relating to 
leases: 
 

Beginning Amortized End Amount Due
of Year Additions Reduction Amount of Year in One Year

Lease Right-to-Use Asset:
Equipment -$                  105,210$    -$               (34,030)$    71,180$        N/A

Lease Liability:
Equipment -$                  105,210$    (37,544)$    -$               67,666$        20,816$         

 
The College has several Subscription-Based Information Technology Arrangements, that 
under GASB Statement No. 96, we are required to recognize a subscription liability and an 
intangible right-to-use subscription asset. The length of the subscriptions range from 24 to 
52 months. 
 
As the interest rate implicit in the College’s subscriptions is not readily determinable, the 
College utilizes its incremental borrowing rate between 1.894% and 3.241% to discount the 
subscription payments.  
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NOTE 8 RIGHT-TO-USE ASSET AND LEASE AND SUBSCRIPTION LIABILITY (CONTINUED)  

As of June 30, 2026, the statement of net position includes the following amounts relating to 
subscriptions: 
 

Beginning Amortized End Amount Due
of Year Additions Reduction Amount of Year in One Year

Right-to-Use Asset:
Subscriptions 794,952$       315,576$       -$                  (783,147)$     327,381$       N/A

Liability:
Subscriptions 725,307$       315,576$       (790,636)$     -$                  250,247$       226,626$        

 
The future principal and interest lease and subscription payments as of June 30, 2026, were 
as follows: 
 

Year Ending June 30, Principal Interest
2027 247,442$         7,951$             
2028 41,618             2,487               
2029 26,884             843                  
2030 1,969               8                      
Total 317,913$          11,289$            

 
 

NOTE 9  BONDS PAYABLE, HOWARD COUNTY 

The College is indebted to the County for bond issues in the amount of $6,537,968 as of 
June 30, 2026, for construction costs of the east parking garage, the College’s portion of the 
Horowitz Visual and Performing Arts Center, and the Campus Roadway Project that 
includes the east parking garage expansion. Payments began in 2008 and are due through 
2039 at interest rates ranging from 0.5% to 5%.  
 
The debt and interest payments in the future were as follows:  
 

Year Ending June 30, Principal Interest
2027 598,649$         242,035$         
2028 589,417           217,846           
2029 585,589           191,497           
2030 576,325           167,676           
2031 597,075           147,009           

2032 to 2036 2,776,488        415,584           
2037 to 2041 814,426           39,637             

Total 6,537,968$      1,421,285$       
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NOTE 9 BONDS PAYABLE, HOWARD COUNTY (CONTINUED) 

Changes in the College’s long-term liabilities for the year ended June 30, 2026, were as 
follows: 
 

Beginning End Amount Due
of Year Additions Reduction of Year in One Year

Bonds Payable 7,176,073$     -$                    (638,105)$       6,537,968$     598,649$        
 

 
 

NOTE 10 RESTRICTED NET POSITION 

Restricted for expendable net position of the College was $31,472 as of June 30, 2026. 
Restricted for expendable net position of the Foundation of $13,166,424 as of June 30, 
2026, consists of funds restricted for scholarship purposes and other specified programs. 
Net position released from restrictions were funds restricted for scholarship purposes and 
other specified programs whose restrictions were satisfied. The $20,098,441, reflected with 
donor restriction in the endowment, is comprised of the $13,891,090 to held in perpetuity 
and the expendable earnings from those funds. 
 
Endowment 
The board of directors of the Foundation has interpreted the State Prudent Management of 
Institutional Funds Act (SPMIFA) as requiring the preservation of the fair value of the original 
gift as of the gift date of the donor-restricted endowment funds absent explicit donor 
stipulations to the contrary. 
 
As a result of this interpretation, the Foundation classifies as net assets with donor 
restrictions (a) the original value of gifts donated to the permanent endowment, (b) the 
original value of subsequent gifts to the permanent endowment, and (c) accumulations to 
the permanent endowment made in accordance with the direction of the applicable donor 
gift instrument at the time the accumulation is added to the fund. 
 
The remaining portion of the donor-restricted endowment fund that is not classified in net 
assets with donor restrictions is classified as expendable net position until those amounts 
are appropriated for expenditure by the Foundation in a manner consistent with the standard 
of prudence prescribed by SPMIFA. 
 
In accordance with SPMIFA, the Foundation considers the following factors in making a 
determination to appropriate or accumulate donor-restricted endowment funds: 
 

• the duration and preservation of the fund; 
• the purposes of the Foundation and the donor-restricted endowment fund; 
• general economic conditions; 
• the possible effect of inflation and deflation; 
• the expected total return from income and the appreciation of investments; 
• other resources of the Foundation; and 
• the investment policies of the Foundation. 
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NOTE 10 RESTRICTED NET POSITION (CONTINUED) 

Endowment (Continued) 
Return Objectives and Risk Parameters 
The Foundation has adopted investment and spending policies for endowment assets 
that attempt to provide a predictable stream of funding to programs supported by its 
endowment while seeking to maintain the purchasing power of the endowment assets. 
Endowment assets include those assets of donor-restricted funds that the Foundation 
must hold in perpetuity or for a donor-specified period(s), as well as board-designated 
funds. 
 
Spending Policy and How the Investment Objectives Relate to Spending Policy 
The Foundation has a policy of appropriating 4% of the average year-end balance for 
the prior three years of the endowment at the end of each fiscal year. The Foundation 
board may spend more or less than the 4% because balances may not be sufficient due 
to deposits, withdrawals, and investment returns. The Board approved funding the 
endowments at a 5% spending rate for the year ended June 30, 2026. 
 
Strategies Employed for Achieving Objectives 
To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return 
strategy in which investment returns are achieved through both capital appreciation 
(realized and unrealized) and current yield (interest and dividends). The Foundation 
targets a diversified asset allocation that places a greater emphasis on equity-based 
investments to achieve its long-term return objectives within prudent risk constraints. 
 
Funds with Deficiencies 
From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level required to be maintained by donor 
stipulations or by the applicable provisions of the SPMIFA. Deficiencies of this nature are 
reported within net assets with donor restrictions. As of June 30, 2026, the Foundation 
had no such deficiencies.  

 
Composition of the Endowment by Net Position 
As of June 30, 2026, the composition of the endowments were as follows: 
 

Without Donor With Donor
Restrictions Restrictions Total

Donor-Restricted and Board-Designated
  Endowment Funds 546,559$          19,551,882$     20,098,441$      
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NOTE 10 RESTRICTED NET POSITION (CONTINUED) 

Change in Endowment Net Position 
The changes in endowment net position were as follows: 
 

Without Donor With Donor
Restrictions Restrictions Total

Endowment Net Assets - Beginning of Year 546,559$          17,103,139$     17,649,698$     
Investment Return:

Investment Income -                       421,490            421,490            
Net Appreciation -                       2,385,647         2,385,647         

Total Investment Return -                       2,807,137         2,807,137         
Contributions -                       314,193            314,193            
Appropriated for Expenditures -                       (672,587)           (672,587)           

Endowment Net Assets - End of Year 546,559$          19,551,882$     20,098,441$      
 
 

NOTE 11 RETIREMENT BENEFITS 

All budgeted full-time and budgeted part-time College employees participate in either the 
Maryland State Retirement and Pension Systems (MSRPS) or an Optional Retirement 
Program (ORP), primarily the Teachers Insurance and Annuity Association (TIAA). The 
College’s total current-year payroll for all employees was $69,187,695. The payroll of 
employees covered by either the MSRPS or an ORP was $51,568,531. 
 
MSRPS is a cost-sharing multiple employer Public Employees Retirement System (PERS) 
established and administered in accordance with State Personnel and Pension Article of the 
Annotated Code of Maryland. Annually, the State Retirement Agency publishes a publicly-
available financial report that includes financial statements and required supplementary 
information for the PERS. That report may be obtained by writing to MSRPS at the State 
Retirement Agency, 301 West Preston Street, Baltimore, Maryland, 21201-2363. 
 
MSRPS Benefits Provided 
Benefit provisions of the defined benefit pension plan are established by state statute, which 
may be amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit 
provisions for the defined benefit (DB) pension plan. Retirement benefits for DB plan 
members are determined by final average compensation and years of service. DB members 
are eligible to receive a monthly benefit when they meet certain age and service 
requirements. The system also provides disability and survivor benefits to DB plan 
members. 
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

MSRPS Benefits Provided (Continued) 
Employee benefits and contributions differ based on the employees’ participation in either 
the retirement system (Teachers’ Retirement System or Employees’ Retirement System) or 
the pension system (Teachers’ Pension System or Employees’ Pension System). All new 
budgeted employees must join the pension system or an ORP. Employees who were 
members of the retirement system on December 31, 1979, can continue membership unless 
they elect to join the pension system or an ORP. 
 
All employees have vested benefits after 10 years of creditable service. Retirement benefits 
under both the retirement and pension systems are based on years of service. Under the 
pension system, benefits are integrated with Social Security benefits and cost-of-living 
adjustments vary depending on the plan. The retirement system has no integration level. 
 
The pension system requires individuals to contribute 7% of their annual salary. Employees 
who are members of the retirement system can, if they had elected by July 1984, contribute 
7% of their annual compensation and receive an unlimited cost-of-living adjustment.  
 
Employer contributions to the system are determined on an actuarial basis using the entry 
age normal actuarial cost method. Under this method, the actuarial present value of the 
projected benefits of each individual included in the actuarial valuation is allocated on a level 
basis over the service of the individual between entry age and assumed exit age. The 
portion of this cost allocated to the current valuation year is called the normal cost. The 
remainder is called the actuarial accrued liability. Normal cost is funded on a current basis. 
 

Teacher’s Retirement Pension Plan 
The state of Maryland pays, on behalf of the College, the employer’s share of retirement 
costs for teachers and related positions. During the fiscal year ended June 30, 2026, the 
state paid $3,837,507 in retirement costs, equal to approximately 7.74% of the covered 
payroll costs. The College’s share of retirement costs for other employees was 
calculated based on the accrued benefit cost method. 

 
General Information About the Plan 
Plan Description. The employees of the College are covered by the Maryland State 
Retirement and Pension System (the System), which is a cost-sharing, employer public 
employee retirement system. While there are five retirement and pension systems under the 
System, employees of the College are a member of either the Teachers’ Retirement and 
Pension Systems or the Employees’ Retirement and Pension Systems. The System was 
established by the State Personnel and Pensions Article of the Annotated Code of Maryland 
to provide retirement allowances and other benefits to State employees, teachers, police, 
judges, legislators, and employees of participating governmental units. The Plans are 
administered by the State Retirement Agency. Responsibility for the System’s administration 
and operation is vested in a 15-member board of trustees. The System issues a publicly 
available financial report that can be obtained at https://sra.maryland.gov/. 
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

General Information About the Plan (Continued) 
Benefits Provided. The System provides retirement allowances and other benefits to State 
teachers and employees of participating governmental units, among others. For individuals 
who become members of the Teachers’ Retirement and Pension Systems and the 
Employees’ Retirement and Pension Systems on or before June 30, 2011, 
retirement/pension allowances are computed using both the highest three years Average 
Final Compensation (AFC) and the actual number of years of accumulated creditable 
service. For individuals who become members of the Teachers’ Pension System and 
Employees’ Pension System on or after July 1, 2011, pension allowances are computed 
using both the highest five years AFC and the actual number of years of accumulated 
creditable service. Various retirement options are available under each system which 
ultimately determines how a retirees’ benefits allowance will be computed. Some of these 
options require actuarial reductions based on the retirees’ and/or designated beneficiary’s 
attained age and similar actuarial factors.  
 
A member of either the Teachers’ or Employees’ Retirement System is generally eligible for 
full retirement benefits upon the earlier of attaining age 60 or accumulating 30 years of 
creditable service regardless of age. The annual retirement allowance equals 1/55 (1.81%) 
of the member’s average final compensation (AFC) multiplied by the number of years of 
accumulated creditable service.  
 
A member of either the Teachers’ or Employees’ Pension System on or before June 30, 
2011 is eligible for full retirement benefits upon the earlier of attaining age 62, with specified 
years of eligibility service, or accumulating 30 years of eligibility service regardless of age. 
An individual who becomes a member of either the Teachers’ or Employees’ Pension 
System on or after July 1, 2011, is eligible for full retirement benefits if the members’ 
combined age and eligibility service equals at least 90 years or if the member is at least age 
65 and has accrued at least 10 years of eligibility service. 
 
For most individuals who retired from either the Teachers’ or Employees’ Pension System 
on or before June 30, 2006, the annual pension allowance equals 1.2% of the members 
AFC, multiplied by the number of years of credible service accumulated prior to July 1, 1998, 
plus 1.4% of the members AFC, multiplied by the number of years of credible service 
accumulated subsequent to June 30, 1998. With certain exceptions, for individuals who are 
members of the Teachers’ or Employees’ Pension System on or after July 1, 2006, the 
annual pension allowance equals 1.2% of the member’s AFC, multiplied by the number of 
years of credible service accumulated prior to July 1, 1998, plus 1.8% of the members AFC, 
multiplied by the number of years of credible service accumulated subsequent to June 30, 
1998. Beginning in July 1, 2011, any new member of the Teachers’ or Employees’ Pension 
System shall earn an annual pension allowance equal to 1.5% of the member’s AFC 
multiplied by the number of years of creditable service accumulated as a member of the 
Teachers’ or Employees’ Pension System. 
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

General Information About the Plan (Continued) 
Contributions. The College and covered members are required by State statute to 
contribute to the System. Members of the Teachers’ Pension System and Employees’ 
Pension System are required to contribute 7% annually. Members of the Teachers’ 
Retirement System and Employees’ Retirement System are required to contribute 5% to 7% 
annually, depending on the retirement option selected. The contribution requirements of the 
System members, as well as the State and participating governmental employers are 
established and may be amended by the board of trustees for the System.  
 
At June 30, 2026, the College did not report a liability related to the Teachers’ Retirement 
and Pension Systems due to a special funding situation. The state of Maryland pays the 
unfunded liability for the College and the College pays the normal cost related to the 
College’s members in the Teachers Retirement and Pension Systems; therefore, the 
College is not required to record its share of the unfunded pension liability but instead, that 
liability is recorded by the state of Maryland. As of June 30, 2025, the State’s proportionate 
share of the net pension liability assumed for the College was $33,442,625 

 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions 
 

Employees Retirement and Pension Systems 
At June 30, 2026, the College reported a liability of $3,444,704 for its proportionate 
share of the net pension liability of the System. The net pension liability was measured 
as of June 30, 2025, and the total pension liability used to calculate the net pension 
liability was determined by an actuarial valuation as of that date. The College’s 
proportion of the net pension liability was based on actual employer contributions billed 
to participating government units for the year ended June 30, 2025. The contributions 
were increased to adjust for differences between actuarial determined contributions and 
actual contributions by the state of Maryland. As of June 30, 2025, the College’s 
proportionate share was 0.0134%, which is a decrease of .0005% from its proportion 
measured as of June 30, 2024. 
 
For the year ended June 30, 2026, the College recognized pension expense of $98,332. 
At June 30, 2026, the College reported deferred outflows of resources and deferred 
inflows of resources related to pensions from the following sources: 
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

General Information About the Plan (Continued) 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (Continued) 
 

Employees Retirement and Pension Systems (Continued) 
Deferred Deferred

Outflows of Inflows of
Resources Resources 

Differences Between Expected and
  Actual Experience 592,205$         243,449$         
Net Difference Between Projected and
  Actual Earnings on Plan Investments 99,887             -                       
Changes in Assumption 133,981           -                       
Change in Proportion 17,698             166,161           
Change in Proportionate Share of Contributions 32,186             -                       
College Contributions Subsequent to the 
  Measurement Date 476,406           -                       

Total 1,352,363$      409,610$          
 
The $476,406 reported as deferred outflows related to pensions resulting from College 
contributions subsequent to the measurement date will be recognized as a reduction in 
net pension liability in the year ended June 30, 2027. Other amounts reported as 
deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized in pension expense as follows: 
 

Year Ending June 30, Amount
2027 290,493$         
2028 116,517           
2029 49,785             
2029 784                  
2030 8,768               
Total 466,347$          

 
The net pension liability was measured as of June 30, 2025, and the total pension 
liability used to calculate the net pension liability was determined by an actuarial 
valuation as of that date.  
 
Actuarial Assumptions. The total pension liability in the June 30, 2025, actuarial 
valuation was determined using the following actuarial assumptions, applied to all 
periods included in the measurement: 
 
Inflation 2.50% General, 3.00% Wage
Salary Increases 3.00% to 22.50%
Investment Rate of Return 6.80%  
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

General Information About the Plan (Continued) 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (Continued) 

 
Employees Retirement and Pension Systems (Continued) 
Actuarial Assumptions (Continued). Mortality rates were based on Pub-2010 Mortality 
Tables with projected generational mortality improvements based on the MP-2021 fully 
generational mortality improvement scale. 
 
The economic and demographic actuarial assumptions used in the June 30, 2025, 
valuation were adopted by the System’s board of trustees based upon review of the 
System’s experience study for the period 2018 to 2023, after completion of the June 30, 
2023, valuations. Assumptions from the experience study including investment return, 
inflation, COLA increases, mortality rates, retirement rates, withdrawal rates, disability 
rates and rates of salary increase were adopted by the Board for the first use in the 
actuarial valuation as of June 30, 2024. As a result, an investment return assumption of 
6.80% and an inflation assumption of 2.50% were used in the June 30, 2025, valuation. 
 
The long term expected rate of return on pension plan investments was determined 
using a building block method in which best-estimate ranges of expected future real 
rates of return (expected returns, net of pension plan investment expense and inflation) 
are developed for each major asset class. These ranges are combined to produce the 
long-range expected rate of return by weighing the expected future real rates by the 
target asset allocation percentage and by adding expected inflation. Best estimates of 
geometric real rates of return were adopted by the Board after considering input from the 
System’s investment consultant(s) and actuary(s). For each major asset class that is 
included in the System’s target asset allocation, these best estimates are summarized in 
the following table: 
 

Long-Term
Expected

Target Real Rate
Asset  Class Allocation of Return

Public Equity 34 % 5.90 %
Private Equity 16 8.50
Rate Sensitive 20 3.00
Credit Opportunity 9 5.40
Real Assets 15 5.90
Absolute Return 6 3.80

Total 100 %  
 
The above was the System’s board of trustees adopted asset allocation policy and best 
estimate of geometric real rates for each major asset class as of June 30, 2025.  
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

General Information About the Plan (Continued) 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (Continued) 

 
Employees Retirement and Pension Systems (Continued) 
For the year ended June 30, 2025, the annual money-weighted rate of return on pension 
plan investments, net of the pension plan expense was 9.83%. The money-weighted 
rate of return expresses investment performance, net of investment expense, adjusted 
for the changing amounts actually invested. 
 
Discount Rate. The single discount rate used to measure the total pension liability was 
6.80%. This single discount rate was based on the expected rate of return on pension 
plan investments of 6.80%. The projection of cash flows used to determine this single 
discount rate assumed that plan member contributions will be made at the current 
contribution rate and that employer contributions will be made at rates equal to the 
difference between actuarially determined contribution rates and the member rate. 
Based on these assumptions, the pension plans fiduciary net position was projected to 
be available to make all projected future benefit payments of current plan members. 
Therefore, the long-term expected rate of return on pension plan investments was 
applied to all periods of projected benefit payments to determine the total pension 
liability. 
 
Sensitivity of the Net Pension Liability. Regarding the sensitivity of the net pension 
liability to changes in the single discount rate, the following presents the College’s net 
pension liability, calculated using a single discount rate of 6.80%, as well as what the 
College’s net pension liability would be if it were calculated using a single discount rate 
that is 1-percentage-point lower or 1-percentage-point higher for the Employees 
Retirement and Pension Systems: 
 

Current
1% Decrease Discount Rate 1% Increase

(5.8%) (6.8%) (7.8%)
College's Proportionate Share of the 
  Net Pension Liability 5,121,654$       3,444,704$       2,046,966$       

 
 
Pension Plan Fiduciary Net Position. Detailed information about the pension plan’s 
fiduciary net position is available in the separately issued System’s financial report. 
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NOTE 11 RETIREMENT BENEFITS (CONTINUED) 

Optional Retirement 
TIAA is a Fortune 100 financial services organization that is a leading retirement provider for 
people who work in the academic, research, medical and cultural fields. Much of TIAA 
operates on a nonprofit basis, with surplus returned to participants. The TIAA program is a 
money purchase plan under which the benefit is determined by the retirement income 
purchased by state and employee contributions. Fidelity is also an available optional 
retirement plan. The state contribution rate is determined by state law and is currently 7.25% 
of salary. During the fiscal year ended June 30, 2026, the state paid $1,743,135 in 
retirement costs for the optional retirement plan. The College reflects these on-behalf 
payments by the state as revenues and expenditures in its financial statements, in 
accordance with GASB statement No. 24. No employee contribution is required. Participants 
in an optional retirement plan may begin to receive their annuity income at any time after 
leaving the College; however, there is a penalty for those under retirement age. 
 
 

NOTE 12 OTHER POSTEMPLOYMENT BENEFITS (OPEB) 

Plan Description 
The College contributes to the Howard County Other Postemployment Benefits Trust, a 
cost-sharing, multiemployer defined benefit health care plan (the plan). The County 
established an irrevocable trust for administering the plan assets and paying health care 
costs on behalf of the participants. Howard County provides postemployment health 
insurance benefits to all eligible employees who retire from the County or its component 
units who wish to participate. In order to be eligible, the retiree must have a minimum of 10 
years of service, and immediately preceding retirement, been enrolled in a medical, vision, 
or prescription drug insurance plan offered to active employees of the County or its 
components. The County will pay a percentage of the retiree’s health insurance premium 
based upon certain criteria. This percentage varies with the number of years of service 
attained by the employee. Other retirees who do not meet the eligibility criteria must have 
five years of service to participate in the retirees’ health insurance program by paying the full 
premium at the group rate. The County issues a publicly available financial report that 
includes financial statements and required supplementary information for the Plan. That 
report may be obtained by writing to the Howard County Government, 3430 Courthouse 
Drive, Ellicott City, MD 21043, or by calling 410-313-2195. 
 
Plan Funding Policy 
The College’s required annual contribution is based on its annual retiree expense. The 
County, as the plan sponsor, is responsible for funding the plan. For the year ended 
June 30, 2026, the College recognized the County payment made on behalf of the College 
of $836,842, which was made during the measurement period. 
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NOTE 12 OTHER POSTEMPLOYMENT BENEFITS (OPEB) (CONTINUED) 

Funding Status and Funding Process 
While the College is paying an annual contribution, the College is not funding the plan. 
Actuarial assumptions of an ongoing plan involve estimates of the value of reported 
amounts and assumptions about the probability of occurrence of events far into the future. 
Examples include assumptions about future employment, mortality, and healthcare cost 
trend. Amounts determined regarding the funded status of the plan and the annual 
contributions of the employer are subject to continual revision as actual results are 
compared with past expectations and new estimates are made about the future.  
 
As of the June 30, 2026, Howard County Actuarial Valuation of Other Post-Retirement 
Benefits, the plan was 25.63% funded. 
 
OPEB Liability, Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB 
As of June 30, 2026, the College reported a liability of $15,739,329 for its proportionate 
share of the net OPEB liability. The net OPEB liability was measured as of June 30, 2025, 
and the total OPEB liability used to calculate the net OPEB liability was determined by an 
actuarial valuation as of January 1, 2024. The College’s proportion of the net OPEB liability 
was based on an actuarial calculation of the College’s OPEB liability on a standalone basis 
compared to the Plan’s total OPEB liability. As of June 30, 2026, the College’s proportion 
was 1.58%, which is the same as the prior year.  
 
Deferred Outflows of Resources and Deferred Inflows of Resources  
For the year ended June 30, 2026, the College recognized an OPEB income of $2,175,279. 
This amount includes the contribution of $836,842 made by the County. As of June 30, 
2026, the College reported deferred outflows of resources and deferred inflows of resources 
related to OPEB from the following sources: 
 

Deferred Deferred
Outflows of Inflows of
Resources Resources 

Differences Between Expected and Actual Experience 890,538$         3,146,264$      
Net Differences Between Projected and Actual Earnings
  on OPEB Plan Investments -                       205,988           
Changes in Assumption 3,305,510        8,729,298        
College Contributions Subsequent to the 
  Measurement Date 412,550           -                       
Change in Proportionate Share -                       10,552,108      

Total 4,608,598$      22,633,658$     
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NOTE 12 OTHER POSTEMPLOYMENT BENEFITS (OPEB) (CONTINUED) 

Deferred Outflows of Resources and Deferred Inflows of Resources (Continued) 
The $412,550 reported as deferred outflows of resources related to OPEB resulting from 
College contributions subsequent to the measurement date during the year ended June 30, 
2026, will be recognized as a reduction of the net OPEB liability in the year ended June 30, 
2027. The net amount of deferred outflows and deferred inflows of resources related to 
OPEB will be recognized in OPEB expenses as follows: 
 

Year Ending June 30, Amount
2027 (3,152,562)$     
2028 (3,061,465)       
2029 (2,955,304)       
2030 (3,069,400)       
2031 (2,948,451)       

Thereafter (3,250,428)       
Total (18,437,610)$    

 
Actuarial Assumptions 
The collective total OPEB liability for the June 30, 2025, measurement date was determined 
by an actuarial valuation as of January 1, 2024, with update procedures used to roll forward 
the total OPEB liability to June 30, 2025. 
 
The total OPEB liabilities are measured based on assumptions pertaining to the interest 
rates, inflation rates, health costs, and employee demographic behavior expected in future 
years. The assumptions used were based on the results of an actuarial experience study 
conducted in 2024. It is likely that future experience will not exactly conform to these 
assumptions. To the extent that actual experience deviates from these assumptions, the 
emerging liabilities may be higher or lower than anticipated. The more the experience 
deviates the larger the impact on future financial statements. This actuarial valuation used 
the following actuarial assumptions. 
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NOTE 12 OTHER POSTEMPLOYMENT BENEFITS (OPEB) (CONTINUED) 

Actuarial Assumptions (Continued) 
Actuarial Cost Method Entry Age Normal

Interest Assumption Discount rate of 5.40% as of 
June 30, 2025

Inflation 2.65%

Municipal Bond Rate 4.81% as of 6/30/25 based on the Bond Buyer 
General Obligation 20-Year Bond Municipal 
Bond Index

Long-Term Expected Real Rate of Return:
  Real Rate of Return, Equities 45% 4.85%
  Based on Geometic Fixed Income 23% 2.46%
  Means Alternative Investments 26% 6.21%

Real Assets 6% 4.33%

Expected Real Rate of Return 4.60%

Mortality SOA RPH-2014 Adjusted to 2006 Total Dataset Headcount-
weighted Mortality MP2017 Mortality Improvement Scale.

Healthcare Cost Trend Rate 4.09% utimate rate based upon 2024 SOA Model  
 
Discount Rate 
The discount rate used to measure the total OPEB liability was 5.40%, an increase of 0.60% 
from the prior year discount rate of 4.80%. The projection of cash flows used to determine 
the discount rate assumed that contributions from County and the College will be made at 
contractually required rates, actuarially determined. Based on this assumption, the OPEB 
plan’s fiduciary net position was projected to be available to make all projected OPEB 
payments for current active and inactive employees through 2045. Therefore, the long-term 
expected rate of return on OPEB plan investments was applied to all periods of projected 
benefit payments through 2045 to determine the total OPEB liability. 
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NOTE 12 OTHER POSTEMPLOYMENT BENEFITS (OPEB) (CONTINUED) 

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate 
The following presents the net OPEB liability of the College, as well as what the College’s 
net OPEB liability would be if it were calculated using a discount rate that is 1-percentage-
point lower (4.40%) or 1-percentage-point higher (6.40%) than the current discount rate: 
 

Current
1% Decrease Discount Rate 1% Increase

(4.40%) (5.40%) (6.40%)
Net OPEB Liability 19,699,850$    15,739,329$    12,590,210$     
 
Sensitivity of the net OPEB Liability to Changes in the Healthcare Cost Trend Rates 
The following presents the net OPEB liability of the College, as well as what the College’s 
net OPEB liability would be if it were calculated using healthcare cost trend that are  
1-percentage-point lower (4.09% decreasing to 3.09%) or 1-percentage-point higher (4.09% 
increasing to 5.09%) than the current healthcare cost trend rates: 
 

Healthcare Cost
1% Decrease Trend Rates 1% Increase

(3.09%) (4.09%) (5.09%)
Net OPEB Liability 12,522,762$    15,739,329$    19,919,045$     
 
 

NOTE 13 RISK MANAGEMENT 

The College is exposed to various risks of loss related to torts, theft of, damage to, and 
destruction of assets, errors and omissions, injuries to employees, and natural disasters. 
The College is insured through Howard County Government’s self-insurance program, which 
is underwritten by the Local Government Insurance Trust (LGIT). The self-insurance fund 
provides general liability insurance, all-risk property, cyber liability, and worker’s 
compensation insurance for Howard County, Maryland. The Fund is a self-insurance 
mechanism, authorized under Maryland Law, by which local governments’ pool together to 
provide casualty self-insurance coverage. 
 
The limit of coverage for general liability and cyber liability is $5,000,000 per occurrence for 
any single event, with the first $1,000,000 covered under the Howard County fund and the 
$4,000,000 additional through a policy of excess liability insurance directly through LGIT. 
The limit for property coverage is full replacement cost equal to the insurable value of real or 
personal property, with the first $100,000 covered under the Howard County Fund and the 
remaining balance of full replacement through a policy of excess property insurance directly 
through LGIT. The limit of coverage for workers’ compensation is the statutory coverage as 
required by the state of Maryland, with the first $1,000,000 covered under the Howard 
County Fund and $4,000,000 additional through a policy of excess professional liability 
insurance directly through LGIT. The College maintains its primary and excess automobile 
coverage directly through LGIT with a limit of $1,000,000 for each automobile claim.  
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NOTE 13 RISK MANAGEMENT (CONTINUED) 

Under the umbrella of Howard County, the College has additional coverage from LGIT for 
liability and property claims in excess as described above. The County pays annual 
premiums to LGIT for these coverages. LGIT was created to provide broader insurance than 
that available from commercial insurers, coverage that otherwise would be unavailable, and 
loss control and risk management services for local governments. The College is covered 
for workers’ compensation claims in excess of the $1,000,000 per claim as described above. 
Settled claims have not exceeded coverage in any of the past five years.  
 
The College makes payments to the County and LGIT based on the premiums established 
by the County dependent on a combination of actuarial estimates and historical cost 
information. The College has no liability for covered claims other than paying the premium 
established by the County. The amount paid to the County and LGIT and expensed during 
the year ended June 30, 2026, was $779,704. 
 
The College has also entered into an agreement with Howard County to provide health care 
coverage for its employees under the County’s self-insured plan. The College has the option 
to terminate the agreement at the end of each fiscal year. The College has no liability for 
covered claims other than paying the premiums established by the County, which were 
$10,304,429 for the year ended June 30, 2026.  
 
 

NOTE 14 RELATED PARTY TRANSACTIONS 

As discussed, the Foundation has been determined to be a component unit of the College, 
after analyzing the requirements of accounting principles generally accepted for 
governmental accounting, and its financial activity is presented discretely in the College’s 
financial statements. 
 
For the year ended June 30, 2026, the College provided $1,076,846 of in-kind administrative 
and overhead support to the Foundation. During the same period, the Foundation provided 
$1,729,934 in scholarships awarded to students and $697,501 in nonscholarship benefits, 
including in-kind contributions, to the College in support of College programs and other 
services.  
 
Howard County Government allows the College to use the Hickory Ridge Building and the 
first floor of the Gateway Building for classrooms and administrative offices. Both facilities 
are owned by the County. The College pays all maintenance and operating costs related to 
the use of these 77,200 square feet of space. The College has also recognized in-kind 
OPEB benefits from the County of $836,842 in nonoperating revenue and operating 
expense.  
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NOTE 15 COMMITMENTS AND CONTINGENCIES 

Commitments 
As of June 30, 2026, the College has commitments of approximately $6,542,202 to 
complete outstanding capital projects and $2,056,206 in encumbrances for other special 
projects. 
 
Contingencies  
In the normal course of business, the College becomes involved in legal actions. There are 
no legal actions pending that would materially impact the College’s financial position. 
 
Most grants and cost-reimbursable contracts of the College and Foundation specify the 
types of expenses for which the grant or contract funds may be used. The expenses made 
by the College under some of these grants and contracts are subject to audit. To date, the 
College has not been notified of any significant unallowable costs relating to its grants or 
contracts. In the opinion of management, adjustments for unallowable costs, if any, resulting 
from such audits will not have a material effect on the accompanying financial statements. 
 
 

NOTE 16 SUBSEQUENT EVENTS 

The College’s management evaluated the accompanying financial statements for 
subsequent events and transactions through September 29, 2026, the date these financial 
statements were available for issue and have determined that no material subsequent 
events have occurred that would affect the information presented in the accompanying 
financial statements or require additional disclosure. 
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2026 2025 2024 2023 2022 2021 2020 2019 2018 2017

Employees' Retirement and Pension System
College's Proportion of the Net Pension Liability 0.0000% 0.0139% 0.0141% 0.0145% 0.0140% 0.0125% 0.0134% 0.0121% 0.0106% 0.0117%

College's Proportionate Share of the Net 
  Pension Liability 3,444,704$     3,651,765$     3,243,889$     2,891,433$     2,102,867$     2,825,355$     2,755,687$     2,546,231$     2,295,602$     2,757,041$     

College's Covered Employee Payroll 3,788,879$     3,285,750$     3,142,989$     3,120,299$     3,391,185$     3,247,201$     3,435,325$     3,214,415$     3,031,305$     3,021,313$     

College's Proportionate Share of the Net 
  Pension Liability as a Percentage of its  
  Covered Employee Payroll 90.92% 111.14% 103.21% 92.67% 62.01% 87.01% 80.22% 79.21% 75.73% 91.25%

Plan Fiduciary Net Position as a Percentage 
  of the Total Pension Liability 70.42% 68.09% 69.58% 71.75% 76.76% 66.29% 67.98% 68.36% 66.71% 62.97%

Teacher's Retirement and Pension System
College's Proportion of the Net Pension Liability 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

College's Proportionate Share of the Net 
  Pension Liability -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    
State's Proportionate Share of the Net Pension 
  Liability of the College 33,442,625     28,225,279     30,879,917     -                      -                      -                      -                      -                      -                      -                      

Total 33,442,625$   28,225,279$   30,879,917$   -$                    -$                    -$                    -$                    -$                    -$                    -$                    

College's Covered Employee Payroll 24,600,174$   23,598,371$   22,182,469$   -$                    -$                    -$                    -$                    -$                    -$                    -$                    
College's Proportionate Share of the Net 
  Pension Liability as a Percentage of its  
  Covered Employee Payroll 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Plan Fiduciary Net Position as a Percentage 
  of the Total Pension Liability 76.72% 75.05% 76.83% 79.47% 85.40% 73.84% 75.43% 73.35% 71.41% 67.95%
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2026 2025 2024 2023 2022 2021 2020 2019 2018 2017

Employees' Retirement and Pension System
Contractually Required Contribution 476,406$        394,973$        363,494$        343,529$        329,815$        308,868$        26,825$          274,358$        241,992$        216,075$        
Contributions in Relation to the Contractually 
  Required Contribution (476,406)         (394,973)         (363,494)         (343,529)         (329,815)         (308,868)         (26,825)           (274,358)         (241,992)         (216,075)         
Contibution Deficiency (Excess) -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    

College's Covered Employee Payroll 3,587,395$     3,788,879$     3,285,750$     3,142,989$     3,120,299$     3,391,185$     3,247,201$     3,435,325$     3,214,415$     3,031,305$     

Contributions as a Percentage of Covered 
  Employee Payroll 13.28% 10.42% 11.06% 10.93% 10.57% 9.11% 0.83% 7.99% 7.53% 7.13%

Teachers Retirement and Pension System
Contractually Required Contribution -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    
Contributions in Relation to the Contractually 
  Required Contribution -                      -                      -                      -                      -                      -                      -                      -                      -                      -                      
Contibution Deficiency (Excess) -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    

College's Covered Employee Payroll 24,600,174     23,195,473$   23,598,371$   22,182,469$   -$                    -$                    -$                    -$                    -$                    -$                    

Contributions as a Percentage of Covered 
  Employee Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  
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NOTE 1 CHANGES OF BENEFIT TERMS 

There were no changes of benefit terms. 
 
 

NOTE 2 CHANGES OF ASSUMPTIONS 

There were the following changes in assumptions: 
 

• General inflation is assumed to be 2.50% and wage increases is assumed to be 
3.00%. 

 
• The discount rate and long-term expected rate of return on pension plan investments 

used in the determination of the total pension liability is 6.8%. 
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2026 2025 2024 2023 2022 2021 2020 2019 2018

College's Proportion of Net OPEB Liability 1.58% 1.58% 2.62% 2.62% 2.62% 2.62% 2.92% 2.92% 3.01%

College's Proportionate Share of Net 
  OPEB Liability 15,739,329$    17,328,502$      28,197,661$   27,537,696$    48,309,689$    42,612,277$    39,159,723$    34,243,904$    33,279,623$    

College's Covered Payroll 49,362,221$    47,399,425$      45,763,412$   46,156,807$    44,471,480$    45,610,772$    44,031,241$    43,128,303$    40,876,378$    

College's Proportionate Share of Net OPEB
  Liability as a Percentage of its Covered Payroll 31.89% 36.56% 61.62% 59.66% 108.63% 93.43% 88.94% 79.40% 81.42%

Plan Fiduciary Net Position as a Percentage of
  Total OPEB Liability 25.63% 21.10% 18.57% 16.92% 11.43% 9.81% 10.31% 9.94% 8.62%

This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10 years trend is compiled, the college presents information for those 
years for which information is available.  
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2026 2025 2024 2023 2022 2021 2020 2019 2018 2017

Statutory Required Contributions 412,550$        394,699$        342,564$        288,646$        379,067$        370,929$        343,147$        305,856$        269,612$        250,080$        
Contributions in Relations to Statutorily 
  Required Contributions 412,550          394,699          342,564          288,646          379,067          370,929          343,147          305,856          269,612          250,080          

Contribution Deficiency (Excess) -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    

College's Covered Payroll 51,568,531$   49,362,221$   47,399,245$   45,763,412$   46,156,807$   44,471,480$   45,610,772$   44,031,241$   43,128,303$   40,876,378$   

Contributions as a Percentage of 
  Covered Payroll 0.8% 0.8% 0.7% 0.6% 0.8% 0.8% 0.8% 0.7% 0.6% 0.6%  
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NOTE 1 CHANGES OF BENEFITS TERMS 

There were not changes of benefit terms. 
 
 

NOTE 2 CHANGES OF ASSUMPTIONS 

The investment rate of return changed from 4.8% to 5.4%. 
 
 

NOTE 3 SALARY INFORMATION 

Because this OPEB plan does not depend on salary, no salary information is shown. 



CLA (CliftonLarsonAllen LLP) is a network member of CLA Global. See CLAglobal.com/disclaimer. 
Securities and investment advisory services are offered through CliftonLarsonAllen Wealth 
Advisors, LLC, an SEC-registered investment advisor, member FINRA/SIPC.
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