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INDEPENDENT AUDITORS’ REPORT 

Board of Trustees 
Montgomery College 
Rockville, Maryland 

Report on the Audit of the Financial Statements 

Opinions 

We have audited the accompanying financial statements of the business-type activities, the discretely 
presented component unit, and the aggregate remaining fund information of Montgomery College (the 
College), a component unit of Montgomery County, Maryland, as of and for the year ended June 30, 
2023, 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 financial statements referred to above present fairly, in all material respects, the 
respective financial position of the business-type activities, the discretely presented component unit, 
and the aggregate remaining fund information of the College as of June 30, 2023, 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 Montgomery College Foundation, Inc. were not audited 
in accordance with Government Auditing Standards. 

Emphasis of a Matter 

During the fiscal year ended June 30, 2023, the College adopted GASB Statement No. 96, 
Subscripted-Based Information Technology Arrangements. As a result of the implementation of GASB 
Statement No. 96, the College reported a restatement for the change in accounting principle. The effect 
of this restatement is identified in Note 1. Our auditors’ opinion is not modified with respect to this 
restatement. 
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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 going concern for twelve months beyond the financial statement date, 
including any currently known information that may raise substantial doubt shortly thereafter. 

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 schedules of changes in the College’s net OPEB liability 
and related ratios – GASB No. 75, schedules of the college’s OPEB contributions – GASB No. 75, 
schedules of the College’s proportionate share of the net pension liability, and the schedules of the 
College’s pension contributions, as listed in the table of contents, 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 Information 

Management is responsible for the other information included in the annual report. The other 
information comprises the Listing of Board of Trustees and Secretary-Treasurer to the Board of 
Trustees as listed in the table of contents but does not include the basic financial statements and our 
auditor’s report thereon. Our opinions on the basic financial statements do not cover the other 
information, and we do not express an opinion or any form of assurance thereon. 

In connection with our audit of the basic financial statements, our responsibility is to read the other 
information and consider whether a material inconsistency exists between the other information and the 
basic financial statements, or the other information otherwise appears to be materially misstated. If, 
based on the work performed, we conclude that an uncorrected material misstatement of the other 
information exists, we are required to describe it in our report. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 29, 2023, 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 results 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, 2023 
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This section of Montgomery College’s (College) basic financial statements presents management’s 
discussion and analysis (MD&A), providing an overview of its financial activities as of and for the years 
ended June 30, 2023 and 2022. The intent of this review is to look at the College’s financial performance 
as a whole. This analysis should be read in conjunction with the financial statements on pages 18 - 26 
as well as the more detailed information in the related notes to the financial statements on pages 27 - 
88. The MD&A, financial statements, and the related notes are the responsibility of management.

This narrative explaining management’s review and analysis is divided into the following four parts: 

 An overview of the College’s financial statements and financial highlights. 
 An analysis of the College’s Statement of Net Position. 
 An analysis of the College’s Statement of Revenues, Expenses and Changes in Net Position. 
 An analysis of the College’s Statement of Cash Flows. 

Overview of the Financial Statements 
The Governmental Accounting Standards Board (GASB) prescribes the College’s three basic financial 
statements as the Statement of Net Position, the Statement of Revenues, Expenses and Changes in 
Net Position, and the Statement of Cash Flows. These statements reflect the net value of assets and 
the results of operations on a College-wide basis. 

The College has implemented GASB Statement No. 39, as amended by GASB 61; Determining Whether 
Certain Organizations are Component Units. This Statement addresses the conditions under which 
institutions should include associated fund-raising or research foundations as component units in their 
financial statements. The Montgomery College Foundation, Inc. (the Foundation or MCF) and the 
Pinkney Innovation Complex for Science & Technology for Montgomery College Foundation, Inc. (PIC 
MC) meet criteria for qualifying as component units. The Foundation is discretely presented after the
College’s financial statements and reference should be made to the separately audited financial
statements of this component unit for additional information. PIC MC is blended with the College’s
reporting. This MD&A excludes the financial condition and results of operations of the Foundation.

The College has implemented GASB Statement No. 96. This statement provides guidance on the 
accounting and financial reporting for subscription-based information technology arrangements (SBITAs) 
which are defined as a contract that conveys control of the right to use another party’s information 
technology software for a period of time in an exchange or exchange-like transaction. Accordingly, a 
right-to-use subscription asset is recognized when the subscription asset is placed in service. 
Correspondingly, a subscription liability, measured at the present value of subscription payments over 
the subscription term, is recognized at the same time. 

The College has reviewed the requirements of GASB Statement No. 94, Public-Private and Public-Public 
Partnerships and Availability Payment Arrangements, and determined that there are no contracts that 
meet the requirements as set forth in this statement. This standard sets forth the accounting for public-
private partnerships (PPPs) which is an arrangement in which the College contracts with an operator to 
provide public services by conveying control of the right to operate or use a nonfinancial asset for a period 
of time in an exchange or an exchange-like transaction. Additionally, this standard sets forth the 
accounting for availability payment arrangements (APAs) which is defined as an arrangement in which 
the College compensates an operator for services that may include designing, constructing, financing, 
maintaining or operating an underlying nonfinancial asset for a period of time in an exchange or 
exchange-like transaction. 
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Overview of the Financial Statements (Continued) 
 
During fiscal year 2023, the College strengthened its current ratio by increasing current assets by $19.6 
million through a reduction in receivables outstanding at the fiscal year end, an increase in short term 
investments to optimize rising interest rates, and, a slight decrease in current liabilities primarily due to 
a shrinkage of accounts payable and accrued expenses. 
 
Operating revenues demonstrate a slight increase year over year, primarily in tuition and fee revenue 
and other operating revenues. However, nonoperating revenues decreased by 4.1 percent primarily due 
to a $31.4 decrease in Federal Higher Education Emergency Relief Funds (HEERF) Grants offset by a 
$16.3 million increase in State and local appropriations with full funding of the State CADE formula and 
a minor increase on the local level for program support. Additionally, earnings on short term investments 
for the fiscal year were $2.89 million as compared to the prior year of -$.71 million due to improvements 
in market conditions. 
 
Budgetary Basis of Accounting vs. GAAP Basis of Reporting 
 
The basis of accounting used for purposes of financial reporting in accordance with generally accepted 
accounting principles (GAAP) is not essentially the same basis used in preparing the budget. 
Differences between GAAP and the budgetary basis of accounting occur because the regulations 
governing budgeting differ from GAAP. 
 
Financial statement presentation in accordance with GASB focuses on the financial condition of the 
College as a whole, which include principles involving long-term payables, such as those recorded with 
GASB 67 and 68, Accounting and Financial Reporting for Pensions, and GASB 75, Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pensions. Full accrual accounting also 
requires the depreciation of fixed assets, which is a non-cash transaction not recorded in the budget. 
 
Government Support/Appropriations  
 
Operating and non-operating revenues support the College’s mission. Operating revenues primarily 
include tuition, fees, and auxiliary sales and non-operating revenues primarily include state and county 
appropriations, and grants. 
 
The continued support to the College from Montgomery County and the State of Maryland enables the 
College to expand access, protect affordability, drive student completion and post-completion success. 
This non-operating revenue category accounted for 65.0 percent, and 58.0 percent of the College’s total 
operating and non-operating revenues over the last two fiscal years, respectively. The following chart, 
for the fiscal years ended FY2023-FY2022, illustrates the commitment of both of these partners to the 
College’s mission to empower our students to change their lives and to build a highly skilled workforce. 
 

2023 2022  Percent Change
2023/22

County appropriations 150.46$                 147.69$                 1.88%
State appropriations 66.06 52.52 25.78%
Total 216.52$                 200.21$                 8.15%
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Overview of the Financial Statements (Continued) 
 
Student Enrollment and Student Score Card 
 
During the annual budget development cycle, the College considers many factors in their enrollment 
projections; including, historical enrollment, enrollment patterns, demographics, the economic 
landscape, and regulatory changes for federal, state and local aid. The College is committed to 
strategies for increasing recruitment, retention and completion numbers while keeping tuition affordable. 
 
During the fiscal year, the College experienced positive results, exceeding expectations for student 
headcount and optimism in enrollments. Our total unduplicated student count increased by 585 year 
over year; and, our total enrollments were only 294 shy of the prior year. The numbers were stronger 
for students seeking non-credit offerings, which helped to offset the minimal reductions in students 
seeking credit-bearing offerings. The student count and enrollments in our continuing education 
programs increased by 5.0 percent and 1.0 percent in FY2023, respectively.  
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Student Enrollment and Student Score Card (Continued) 

As indicated in the chart below, the cost per student metric for FY23 decreased 7.44 percent while total 
revenue per student decreased by 7.19 percent primarily due a net decrease in revenue contributed by 
the sunsetting of Federal Higher Education Emergency Relief Funds allocated for student emergency 
aid. 
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Overview of the Financial Statements (Continued) 
 
Student Enrollment and Student Score Card (Continued) 
 
The Student Success Score Card was introduced several years ago as a tool for examining vital metrics 
on students’ progress and to inform areas for improvement. The combined graduation and transfer rate 
of 48.0 percent decreased slightly by 2.0 percent for the period 2019-2022. Yet, for the same time period 
our fall-to-fall retention increased by 5.0 percent which demonstrates that our student support strategies 
are having an impact on student persistence and goal attainment. 
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Analysis of Statement of Net Position 
 
The Statement of Net Position presents information on the College’s assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources with the difference between these items reported 
as “net position”. This statement is prepared using the accrual basis of accounting, whereby revenues 
and assets are recognized when the service is provided, and expenses and liabilities are recognized 
when others provide service to the College, regardless of when cash is exchanged. Over time, increases 
or decreases in net position may serve as a useful indicator of whether the financial condition of the 
College is improving or deteriorating, when considered along with non-financial indicators such as 
enrollment levels. 
 

2023 2022    Percent Change
As of June 30, (in millions) 2023/22

Assets and Deferred Outflows 
Current Assets 143.21$     123.68$        15.8%
Capital Assets 696.61       676.62          3.0%
Other Noncurrent Assets 9.29           11.95            -22.3%
Total Assets 849.11 812.25          4.5%

Deferred Outflows of Resources 35.10         37.26            -5.8%

Total Assets and  
   Deferred Outflows of Resources 884.21$     849.51$        4.1%

Liabilities and Deferred Inflows
Current Liabilities 48.03$       45.73$          5.0%
Noncurrent Liabilities 126.40       136.93          -7.7%
Total Liabilities 174.43       182.66          -4.5%

Deferred Inflows of Resources 70.69         73.46            -3.8%

Net Position
Net Investment in Capital Assets 620.93       599.26          3.6%
Unrestricted 18.16         (5.87)            -409.4%
Total Net Position 639.09       593.39          7.7%

Total Liabilities, Deferred Inflows of
     Resources, and Net Position 884.21$     849.51$        4.1%
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Analysis of Statement of Net Position (Continued) 
 
Current assets - Current assets increased in FY2023 by $19.54 million or 15.80 percent primarily due 
to a decrease in total receivables and an increase in short term investments to optimize rising interest 
rates. The fiscal management of expenses to revenues and the timing of payments has contributed to 
an increase in cash and cash equivalents of approximately $9.32 million in FY2023. 

 
Capital and other non-current assets - Increases to net capital assets were $19.99 million in FY2023 
and $15.83 million in FY2022. Major capital construction has been ongoing on our Takoma Park/Silver 
Spring campus for The Catherine and Isiah Leggett Math and Science Building and the resource center 
during the current fiscal year with operations expected in FY2024. Creating optimal learning space for 
our students with current technology and access are hallmarks of our college. 
 
Deferred outflows of resources - A deferred outflow of resources represents a consumption of net 
position that applies to a future period and so will not be recognized as an outflow of resources 
(expenditure) until the future period. The activities that may cause deferred outflows of resources are 
Pension and OPEB deferrals due to changes in actuarial assumptions, changes in plan provisions, and 
contributions made subsequent to the measurement date. The net impact on total deferred outflows for 
FY2023 was a reduction of $2.12 million. 

 
Current liabilities - Current liabilities include accounts payable and accrued expenses which can vary 
each year due to spending patterns and transactional volume. In FY2023 and FY2022, these balances 
decreased by $2.34 million and $5.72 million; respectively. 

 
Noncurrent liabilities - The College’s Bond Rating on outstanding debt is Aa3; Outlook Stable. The 
debt obligations of the College have been on a downward trend as payments toward existing obligations 
are made while no new debt has been issued. The principal outstanding on debt obligations is $63.24 
million and $67.50 million in FY2023 and FY2022, respectively. Total noncurrent liabilities decreased in 
FY2023 by $10.53 million primarily due to a decrease of $12.00 million in the OPEB liability due to the 
recognition of changes in plan assumptions and the recognition and a decrease in the lease liability. 
Total noncurrent liabilities decreased in FY2022 by $36.54 million primarily due to a decrease of $23.97 
million in the OPEB liability due to the recognition of changes in plan provisions.  
 
Deferred inflows of resources - A deferred inflow of resources represents an acquisition of net position 
that applies to a future period and so will not be recognized as an inflow of resources (revenue) until the 
future period. The principal activities that may cause deferred inflows of resources are OPEB and Pension 
deferrals due to changes in actuarial assumptions, and changes in plan provisions; and, leases pursuant 
to GASB 87 accounting requirements. The pension deferral decreased in FY2023 by $1.43 million; 
whereas in FY2022 there as an increase of $5.21 million. The OPEB deferral increased in FY2023 by 
$3.13 million. The College recognized deferrals for leases in FY2023 and FY2022 of $6.89 million and 
$7.40 million, respectively pursuant to GASB 87.  
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Analysis of Statement of Revenues, Expenses, and Changes in Net Position 

The Statement of Revenues, Expenses and Changes in Net Position presents the revenues earned and 
the expenses incurred during the year. Activities are classified as either operating or non-operating. 
Generally, a public college like Montgomery College, will report an operating loss, as the required 
financial reporting model per Governmental Accounting Standards Board (GASB) Statements Nos. 34 
& 35 classifies state and local appropriations, Federal Pell grants, and Federal HEERF grants as non-
operating revenues even though these resources support operating activities. 

2023 2022    Percent Change
For The Years Ended June 30, (in millions) 2023/22

Operating Revenue
Student Tuition/Fees 49.90$     49.54$          0.7%
Grants & Contracts 14.98       15.29            -2.0%
Auxiliary Enterprises 3.78         3.73 1.3%
Other Operating Revenue 1.96         1.36 44.1%
Total Operating Revenue 70.62       69.92            1.0%

Operating Expenses 343.08     361.73          -5.2%

Operating Loss (272.46)    (291.81)         -6.6%

Non-Operating Revenue (Expense)
State/Local Appropriation 216.52     200.21          8.1%
State Paid Benefits 15.52       15.53            -0.1%
Federal Pell Grants 17.45       17.50            -0.3%
Federal CARES Act Grants 14.54       45.98            -68.4%
Investment and Interest Income 2.89         (0.71)             -507.0%
Interest Expense (3.08)        (3.29)             -6.3%
Total Non-Operating Revenue, Net 263.83     275.22          -4.1%

Loss Before Other Revenues (Expenses) (8.63)        (16.59)           -48.0%

Other Revenues (Expenses)
Capital Appropriation 53.99       49.95            8.1%
Capital Grants, Contracts and Gifts 0.35         0.59 
Loss on Disposal of Capital Assets (0.01)        (0.05)             -88.0%
Total Other Revenue, Net 54.33       50.49            7.6%

Increase in Net Position 45.70 33.90 34.8%

Beginning Net Position 593.39     559.49          6.1%
Ending Net Position 639.09$   593.39$        7.7%
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Analysis of Statement of Revenues, Expenses, and Changes in Net Position (Continued) 
 
As a demonstration of how crucial state and local appropriations and federal grant revenue streams are 
to College operations, the chart below adds these revenue streams back to total operating revenues and 
recalculates an “adjusted operating loss.” 
 

Percent Change
For The Years Ended June 30, (in millions) 2023 2022 2023/22
Total Operating Revenues 70.62$       69.92$       1.00%
State/Local Appropriations 216.52       200.21       8.14%
State Paid Benefits 15.52         15.53         -0.10%
Federal Pell Grants 17.45         17.50         -0.31%
Federal HEERF Grants 14.54         45.98         -68.37%
Adjusted Resources 334.64       349.14       

Total Operating Expenses 343.08       361.73       -5.2%

Adjusted Operating Loss (8.44)$        (12.59)$      -33.0%

 
 
 
Operating revenue – An increase in FY2023 by 1.00 percent or $.70 million as opposed to the FY2022 
decrease of $10.41 million. The component parts of operating revenue are explained more fully below.  
 
Tuition and fees – Tuition and fees, net of scholarship allowances, were consistent year over year; 
$49.90 million in FY2023 and $49.54 million in FY2022. The net change was minimal, slightly higher by 
$.36 million. Scholarship allowances were $21.14 million and $21.17 million in FY2023 and FY2022, 
respectively. This revenue category has remained fairly consistent as a percentage of total operating 
revenues representing 70.6 percent and 70.8 percent of total operating revenues, for FY2023 and 
FY2022, respectively. 
 
Grants and contracts – Revenue generated by Federal, state, and local operating grants is consistent 
year over year; $14.98 million in FY2023 and $15.29 million in FY2022. 
 
Auxiliary and other revenues – In FY2023, there was an increased presence on campuses for both 
academic instruction and operations. As safety conditions improved, auxiliary services such as food and 
vending services, and facility rentals could resume to a higher level of operations to support campus 
activities. The yield in revenue was slight, approximately, $3.78 million in FY2023 versus $3.73 million in 
FY2022. Nevertheless, the trend upward is encouraging.   
 
Non-operating revenue and expense – In FY2023, these net revenues decreased $11.39 million or 4.1 
percent in FY2023 and increased $35.23 million or 14.7 percent in FY2022. The decrease in FY2023 
was primarily due to a $31.4 million decrease in spending under the Higher Education Emergency Relief 
Fund, also known as HEERF. This decrease was mitigated by an increase in State and Local 
Appropriations and Investment and Interest Income by $16.31 million and $3.56 million, respectively, in 
FY2023 as compared to FY2022.  
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Analysis of Statement of Revenues, Expenses, and Changes in Net Position (Continued) 
 
Other revenues, expenses, gains or losses – This category is comprised primarily of capital 
appropriations. Montgomery College’s goal is to provide a safe, clean, and secure classroom and 
workplace environment for students and employees. Funding can fluctuate from year to year based on 
the construction life cycle. During FY2023 and FY2022, capital appropriations increased year over year 
by $4.0 million and $15.02 million, respectively with significant construction on The Catherine and Isiah 
Leggett Building on the Takoma Park/Silver Spring campus.  
 
Operating expenses – Total operating expenses of $343.08 million reflects a decrease of $18.64 million 
as compared to an increase of $17.22 million in FY2022. An analysis of the major variations is explained 
more fully below. One month of operating expenses approximates $28.59 million and $30.14 million, 
respectively, for each of the two years presented. 
 

 Salaries and benefits - Salaries and benefits of $246.21 million and $239.44 million in FY2023 
and FY2022, respectively, continue to be the major component of the College’s operating 
expenses. For fiscal years 2023 and 2022, salaries and benefits (including State paid benefits) 
accounted for 71.9 and 66.19 percent of total operating expenses, respectively. 

 
 Scholarships and related expenses - In FY2023, these expenses are $23.80 million lower 

primarily due the low remaining balance of HEERF emergency aid funds allocated to cover course 
attendance costs for eligible students, a majority of which was distributed in FY2022. 

 
 Academic Support - Academic support expenses decreased $11.98 million from the prior year. 

The majority of this decrease is due to the sunsetting of HEERF institutional funds. 
 

Expenses by functional classification – As more fully demonstrated in Note 12, College spending in 
terms of the percentages for the seven standard reporting classifications has remained relatively 
consistent year over year when adjusted for the HEERF impacts. Over 50 percent of the annual budget 
supports academic instruction and support to our students. Montgomery College has not significantly 
changed its budgeting model or allocations and, therefore, expects the pattern to be consistent year over 
year. 
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Analysis of Statement of Cash Flows 

The Statement of Cash Flows provides information about significant sources and uses of cash during the 
year. This statement helps users assess the College’s ability to generate net cash flow and its ability to 
meet obligations as they come due. 

The table below highlights the components of cash flow as of June 30, 2023 and 2022: 

For The Years Ended June 30, (in millions) 2023 2022
Net Cash Used by Operating Activities (210.93)$             (257.64)$             

Net Cash Provided by Non-Capital
  Financing Activities 245.74 257.76 

Net Cash Provided (Used) by Capital and Related
     Financing Activities (2.36) (9.87) 

Net Cash Provided (Used) by Investing Activities (23.12) 2.29 

Increase in Cash and Cash Equivalents 9.33 (7.46) 

Cash and Cash Equivalents - Beginning of Year 68.02 75.48 

Cash and Cash Equivalents - End of Year 77.35$  68.02$  

The College’s cash and cash equivalents increased by $9.33 million in FY2023, while FY2022 
decreased by $7.46 million; primarily due to the timing of treasury maturities on June 30, 2022 for which 
the cash was not received until after the close of the fiscal year. The College exercises prudent fiscal 
management of expenses to revenues and the timing of its cash disbursements and receipts. 

Required Supplementary Information 

The required supplementary information section contains statements and schedules, which are 
informational in their support to the College-wide financial statements. All statements are prepared using 
the accrual basis of accounting, which records all the current year’s revenues and expenses regardless 
of when the cash was received or paid. 

Factors that will Impact Future Financial Position and Results of Operations 

Our state and local governmental support remains strong and increased in the current year by 
approximately $16.31 million. Montgomery County and the State of Maryland provide significant 
resources to the College and as such, the economic condition of the state and local region has a major 
bearing on the future economic health of the College. 

Montgomery College’s ability to recruit new students in this very competitive environment and support 
them toward graduation, transfer or certificate completion are essential to mitigate our dependency on 
our appropriation support. The competitive environment includes alternative education options, robust 
employment opportunities with accelerating wages, and the personal commitments of the students. 
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Factors that will Impact Future Financial Position and Results of Operations (continued) 

Montgomery College plays a critical role in training, re-training and educating the workforce of the county 
and state. Community college enrollment can fluctuate with the unemployment rate, generally, increasing 
when unemployment is high and decreasing when unemployment is low. The unemployment rate in 
Montgomery County was 1.5 percent as of June 30, 2023, which is well below the state and  
national rates at this date of 2.0 and 3.6 percent, respectively. These tight labor conditions, coupled with 
rising wages, create more challenging conditions for the College to attract and retain students. 

Contacting the College’s Financial Management – The financial report is designed to provide 
interested parties with a general overview of Montgomery College’s finances. If you have questions 
about this report or require additional financial information, contact Montgomery College, Office of 
Business Services, 9221 Corporate Boulevard, Rockville, Maryland 20850. 
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2023
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

ASSETS
Current Assets:

Cash and Cash Equivalents 77,346,151$            
Short-Term Investments 36,433,140 
CIP Receivable 10,112,876 
Student Accounts Receivable, Net 9,474,624 
Lease Receivable 534,153
Grants and Contracts Receivable 5,508,568 
Governmental Appropriations Receivable 3,244,425 
Other Receivables 481,467
Inventory 5,986 
Prepaid Expenses and Other Assets 73,414

Total Current Assets 143,214,804            
Noncurrent Assets:
Deposits 172,417

Lease Receivable 6,356,887 
Net Pension Asset 2,764,086 
Capital Assets, Net 696,605,586            

Total Noncurrent Assets 705,898,976            
Total Assets 849,113,780            

DEFERRED OUTFLOWS OF RESOURCES
Pension Deferrals 5,805,419 
OPEB Deferrals 29,298,513 

Total Deferred Outflows of Resources 35,103,931 

Total Assets and Deferred Outflows of Resources 884,217,712$          



MONTGOMERY COLLEGE 
STATEMENT OF NET POSITION (CONTINUED) 

JUNE 30, 2023 

See accompanying Notes to Financial Statements. 
(18) 

2023
LIABILITIES, DEFERRED INFLOWS

OF RESOURCES, AND NET POSITION

LIABILITIES
Current Liabilities:

Accounts Payable and Accrued Expenses 30,498,208$             
Overdrafts 389,367
Unearned Revenue 7,033,942
Compensated Absences - Current 490,230
Lease Liability - Current 5,594,455
SBITA Liability - Current 4,025,161

Total Current Liabilities 48,031,363
Noncurrent Liabilities:

Unearned Revenue 5,494,739
Net Pension Liability 16,476,786
Net OPEB Liability 30,276,694
Compensated Absences - Noncurrent 8,461,560
Lease Liability - Noncurrent 60,621,168
SBITA Liability - Noncurrent 5,069,928

Total Noncurrent Liabilities 126,400,876             
Total Liabilities 174,432,239             

DEFERRED INFLOWS OF RESOURCES
Pension Deferrals 2,521,197
Leases 6,891,040
OPEB Deferrals 61,282,025

Total Deferred Inflows of Resources 70,694,262

NET POSITION
Net Investment in Capital Assets 620,933,168             
Unrestricted 18,158,043

Total Net Position 639,091,211             

Total Liabilities, Deferred Inflows of Resources, and Net Position 884,217,712$           
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Pension
and OPEB
Trust Funds

2023
ASSETS

Cash and Investments 58,820$          
Pooled Investments, at Fair Value 104,646,050    
Dividend, Interest, and Other Receivables 254,371          

Total Assets 104,959,241    

LIABILITIES
Due to Individuals and Organizations 2,020,809        

Total Liabilities 2,020,809        

NET POSITION
Restricted for:

Individuals and Organizations 10,778,064      
Postemployment Benefits Other than Pensions 92,160,368      

Total Net Position 102,938,432    

Total Liabilities and Net Position 104,959,241$  
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2023
OPERATING REVENUES AND EXPENSES

Operating Revenues:
Student Tuition and Fees, Net of Scholarship Allowance of $21,139,663 49,902,912$   
Federal Grants and Contracts 6,411,306       
State Grants and Contracts 6,861,391       
Local Grants and Contracts 1,707,546       
Auxiliary Enterprises 3,777,756       
Other Operating Revenues 1,959,911       

Total Operating Revenues 70,620,822     
Operating Expenses:

Instruction 94,052,614     
Research 314,811          
Academic Support 52,069,495     
Student Services 34,734,800     
Operation of Plant 33,638,328     
Institutional Support 45,252,406     
Scholarships and Related Expenses 8,955,122       
Depreciation and Amortization Expense 37,577,794     
Auxiliary Enterprises 1,845,989       
State Paid Benefits 15,515,246     
Other Expenditures 19,124,014     

Total Operating Expenses 343,080,619   

OPERATING LOSS (272,459,797)  

NONOPERATING REVENUES (EXPENSES)
State and Local Appropriations 216,516,320   
State Paid Benefits 15,515,246     
Federal Pell Grants 17,445,833     
Federal Higher Education Emergency Relief Funds (HEERF) Grants 14,544,563     
Investment and Interest Income 2,890,101       
Interest Expense on Capital Asset Related Debt (3,082,824)      

Nonoperating Revenue 263,829,239   

LOSS BEFORE OTHER REVENUES, EXPENSES, GAINS, OR LOSSES (8,630,558)      

OTHER REVENUES, EXPENSES, GAINS, OR LOSSES
Capital Appropriations 53,985,376     
Capital Grants, Contracts, and Gifts 348,050          
Loss on Disposal of Capital Assets (6,589)            

Total Other Revenues, Expenses, Gains, or Losses 54,326,837     

INCREASE IN NET POSITION 45,696,279     

Net Position - Beginning of Year 593,394,932   

NET POSITION - END OF YEAR 639,091,211$  
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Pension
and OPEB
Trust Funds

2023
ADDITIONS

County/Employer/Employee Contributions 1,704,000$      
Unrealized Depreciation (757,599)         
Investment Income (Loss) 4,655,982        
Less: Investment Expenses (335,672)         
Securities Lending Income 62,020            
Less: Securities Lending Expenses (47,006)           

Total Additions 5,281,725        

DEDUCTIONS
Benefit Payments, Including Refunds of Employee Contributions 880,862          
Administrative Expense 151,333          

Total Deductions 1,032,195        

NET CHANGE IN FIDUCIARY NET POSITION 4,249,530        

Net Position - Beginning of Year 98,688,902      

NET POSITION - END OF YEAR 102,938,432$  
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2023
CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and Fees 47,501,987$      
Grants and Contracts 22,992,900        
Payments to Suppliers (45,889,382)       
Payments to Employees (244,149,704)     
Payments for Scholarships (7,263,707)         
Direct Loan Receipts 6,439,926          
Direct Loan Disbursements (6,439,926)         
Auxiliary Enterprises 3,777,756          
Other Receipts 12,094,100        

Net Cash Used by Operating Activities (210,936,048)     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State and Local Appropriations 215,767,949      
Federal Pell Grants 17,013,837        
Federal Higher Education Emergency Relief (HEERF) Funds 12,960,054        

Net Cash Provided by Noncapital Financing Activities 245,741,839      

CASH FLOWS FROM CAPITAL AND RELATED FINANCING 
  ACTIVITIES

Capital Appropriations 58,458,001        
Capital Grants, Contracts, and Gifts 348,050             
Purchase of Capital Assets (57,563,662)       
Principal Paid on Capital Asset Related Debt (4,721,178)         
Payments for Software Commitments 4,201,856          
Interest Paid (3,082,824)         

Net Cash Used by Capital and Related Financing Activities (2,359,758)         

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sales and Maturities of Investments 25,309,296        
Interest Income on Investments 2,890,101          
Purchase of Investments (51,322,435)       

Net Cash Used by Investing Activities (23,123,039)       

INCREASE IN CASH AND CASH EQUIVALENTS 9,322,995          

Cash and Cash Equivalents - Beginning of Year 68,023,156        

CASH AND CASH EQUIVALENTS - END OF YEAR 77,346,151$      
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2023
RECONCILIATION OF OPERATING LOSS TO NET CASH
  USED BY OPERATING ACTIVITIES

Operating Loss (272,459,797)$   
Adjustments to Reconcile Operating Loss to Net Cash
  Used by Operating Activities:

Depreciation and Amortization Expense 37,577,794        
State Paid Benefits 15,515,246        
Effects of Changes in Operating Assets, Deferred Outflows of
  Resources, Liabilities, and Deferred Inflows of Resources:

Receivables, Net 14,185,978        
Inventory (238)
Other Assets 270,210            
Pension Asset (Liability) 6,429,080         
Accounts Payable (2,902,537)        
Net OPEB Liability (11,998,225)      
Deferred Outflows and Inflows of Resources - Pension (5,424,588)        
Deferred Outflows and Inflows of Resources - OPEB 5,336,856         
Overdrafts (143,647)           
Unearned Revenue 1,559,944         
Compensated Absences (573,540)           
Due to Montgomery College Foundation, Inc. 1,691,415         

Net Cash Used by Operating Activities (210,936,048)$   
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2023
ASSETS

Cash and Cash Equivalents 4,833,687$     
Certificates of Deposit 3,885,451       
Investments 34,107,518     
Accounts Receivable 14,335            
Pledges Receivable, Net 1,890,633       
Prepaid Expenses 61,619            
Other Assets 8,832             
Land 2,750,000       
Assets Held for Charitable Gift Annuities 69,269            
Net Investment in Capital Lease 63,235,000     

Total Assets 110,856,344$  

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts Payable 235,843$        
Accrued Interest Payable 385,581          
Annuities Payable from Charitable Gifts 719,894          
Notes Payable 65,251,201     

Total Liabilities 66,592,519     

NET ASSETS
Without Donor Restrictions 1,360,441       
With Donor Restrictions 42,903,384     

Total Net Assets 44,263,825     

Total Liabilities and Net Assets 110,856,344$  
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Without Donor With Donor
Restrictions Restrictions Total

REVENUE, GAINS, AND OTHER SUPPORT
Contributions and Grants, Net 130,056$       4,527,454$    4,657,510$    
Change in Value of Charitable Gift Annuities 23,258          1,795            25,053          
Contributed Services 578,501         - 578,501 
Other Noncash Contributions 115,468         - 115,468 
Revenue from Special Events/Activities - 16,045 16,045
Net Investment Return, Appropriated from Cash
  and Cash Equivalents, Money Market Funds,
  Investments, and Certificates of Deposit 328,446         2,224,305      2,552,751      
Net Investment Return, Appropriated from
  Investment in Capital Lease 2,470,690      2,470,690      
Other Income 20,875          7,405            28,280          
Net Assets Released from Restrictions 4,195,629      (4,195,629)     -

Total Revenue, Gains, and Other Support 7,862,923      2,581,375      10,444,298    

EXPENSES
Program Services:

Scholarships 3,167,755      - 3,167,755 
Student and Faculty Support -  Noncash
  Expenses of $206,610 1,179,278      - 1,179,278 
Interest Expense 2,225,480      - 2,225,480 

Total Program Services 6,572,513      - 6,572,513 
General and Administrative - Noncash Expenses     
  of $431,881 635,293         - 635,293 
Resource Development - Noncash Expenses     
  of $55,479 580,745         - 580,745 

Total Expenses 7,788,551      - 7,788,551 

CHANGE IN NET ASSETS 74,372          2,581,375      2,655,747      

Net Assets - Beginning of Year 1,286,069      40,322,009    41,608,078    

NET ASSETS - END OF YEAR 1,360,441$    42,903,384$  44,263,825$  

2023
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity (MC and MCF) 
Montgomery College (the College or MC) is considered a “body politic” under Maryland state 
law as an instrumentality of the state of Maryland (the State). 

The College is governed by a 10-member Board of Trustees, nine of whom are appointed for 
six-year terms by the Governor of Maryland with the advice and consent of the State Senate, 
and one of whom is a student appointed by the Governor to serve a one-year term. 

The College’s budget is subject to approval by the Montgomery County Council (the County). 
The Annotated Code of Maryland states that in order for a board (College) to receive an 
increase in the State share of support, the County share, in the aggregate, that supports the 
community college shall be equal to or exceed the aggregate amount of operating fund 
appropriations made to the board by the County in the previous fiscal year. State funding is 
based on enrolled eligible full-time equivalent students (marginal cost component) and a fixed 
cost component. 

The College’s financial statements include the accounts of the Pinkney Innovation Complex 
for Science and Technology at Montgomery College (PIC MC) (formerly, Montgomery College 
Life Sciences Park Foundation Inc. (LSF)). In 2011, the Board of Directors of the College 
formed the PIC MC for the purpose of supporting the mission of the College or its successor 
institution and to promote the advancement of education by fostering and expanding 
educational and research opportunities for faculty and students of the College or its successor 
institution. Accordingly, the accounts of PIC MC have been blended herein, as required by 
generally accepted accounting principles. All significant inter-organization balances and 
transactions were eliminated in consolidation. 

Montgomery College Foundation, Inc. (the Foundation or MCF) is a legally separate, tax-
exempt organization established to enhance the College’s mission through fund-raising that 
benefits the College and its programs. The 24-member board of the Foundation is self-
perpetuating and consists of alumni and friends of the College. The majority of resources that 
the Foundation holds and invests are restricted to the activities of the College by donors. 
Because these restricted resources held by the Foundation can only be used by, or for the 
benefit of the College, the Foundation is considered a component unit of the College and is 
discretely presented in the College’s financial statements. 

Complete financial statements for the Foundation can be obtained from the administrative 
office listed below: 

Montgomery College Foundation, Inc. 
Director of Finance 
9221 Corporate Blvd. 
Rockville, Maryland 20850 

During the year ended June 30, 2023, the Foundation distributed $4,255,893 to the College 
for both restricted and unrestricted purposes. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Reporting Entity (MC and MCF) (Continued) 
Although the College is not a County agency, as a result of the College’s relationship with the 
County, the College is considered a component unit of the County as the County Council 
reviews and approves both the operating and capital budgets and budgetary amendments of 
the College and contributes substantial funding for both the operating and capital budget, as 
well as issues debt for the construction of college facilities. The College cannot issue debt or 
levy taxes, so it is in a financial benefit/burden relationship with the County. Accordingly, the 
College’s financial data is presented in the Annual Comprehensive Financial Report of the 
County as a discretely presented component unit, in accordance with generally accepted 
accounting principles. Transactions with the County relate primarily to appropriations for 
operations and capital improvements. 
 
Basis of Presentation (MC and MCF) 
The College follows the reporting and disclosure requirements for special purpose 
governments involved in business-type activities as outlined in Governmental Accounting 
Standards Board (GASB) Statements Nos. 34, 35, and 38. This provides an entity-wide 
perspective in the financial statement presentation. These standards require capitalization of 
assets, recording of depreciation, presentation of management’s discussion and analysis, 
required supplementary information and presentation of a statement of net position, statement 
of revenues, expenses, and changes in net position, and statement of cash flows. 
 
The Foundation is a private nonprofit organization that reports under Financial Accounting 
Standards Board (FASB) standards. As such, certain revenue recognition criteria and 
presentation features are different from GASB revenue recognition criteria and presentation 
features. No modifications have been made to the Foundation’s financial information in the 
College’s financial statements. 
 
Fiduciary Activities (MC) 
In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. The standard 
establishes criteria for identifying fiduciary activities of all state and local governments to 
determine whether an activity should be reported in a fiduciary fund in the financial statements. 
The Statement establishes criteria for identifying fiduciary activities of the state and local 
governments. The focus of the criteria generally is on (1) whether a government is controlling 
the assets of the fiduciary activity, and (2) the beneficiaries with whom a fiduciary relationship 
exists. Separate criteria are included to identify fiduciary component units and 
postemployment benefit arrangements that are fiduciary activities. An activity meeting the 
criteria should be reported in a fiduciary fund in the basic financial statements. Governments 
with activities meeting the criteria should present a statement of fiduciary net position and a 
statement of changes in fiduciary net position. An exception to that requirement is provided 
for a business-type activity that normally expects to hold custodial assets for three months or 
less.  
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fiduciary Activities (MC) (Continued) 
As a result, the College reports on fiduciary funds, which include the following: 
 

Other Postemployment Benefits Trust Fund – Accounts for the accumulation of assets to 
be used for healthcare benefit payments to qualified employees. 
 
Defined Benefit Pension Plan (Aetna) – Accounts for the accumulation of assets to be 
used for benefits paid to certain eligible employees at retirement. 
 

Basis of Accounting (MC) 
The College’s financial statements have been prepared using the economic resources 
measurement focus and the accrual basis of accounting whereby all revenues are recorded 
when earned and all expenses are recorded when a liability is incurred. 
 
Use of Estimates in Preparing Financial Statements (MC and MCF) 
The preparation of the 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 disclosures of 
contingent assets and liabilities at 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. From time-to-time adjustments may be needed to accurately report financial 
information. 
 
Scholarship Allowances (MC) 
The College’s tuition and fees revenue is reported net of any scholarship allowance. A 
scholarship allowance is defined as the difference between the stated charge for tuition, 
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 of dollars the College receives as tuition from outside resources such as the Title 
IV Federal Grant Program, restricted grants, and the College’s own Board of Trustees grants. 
Funds received for tuition costs from outside resources 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 fiscal year 2023, the College netted 
student aid expenses in the amount of $21,139,663 against tuition revenue of $71,042,575. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue Recognition (MC) 
Revenue is recognized on an accrual basis with the establishment of corresponding accounts 
receivable. Tuition receivables are uncollateralized obligations of students resulting from 
course registrations. Accounts receivable also include transactions involving governmental 
appropriations, grants and contracts, and financial aid. The allowance method for accounts 
receivable is used to measure bad debts. The allowance for doubtful accounts is determined 
based upon aging analysis and management’s estimation of collectability of such accounts. 
To determine the allowance as of June 30, the College utilizes a 7-year moving average of 
collection experience for accounts outstanding 10 years or less. For balances outstanding 
more than 10 years, an estimated collection rate of 2% is used to calculate the collectible 
amount. 
 
Federal Financial Assistance Programs (MC) 
The College participates in federally funded Pell Grants, SEOG Grants, Federal Work-Study, 
and Federal Direct Loans Programs. Additionally, as a result of the global pandemic, the 
College received federal emergency relief grants in fiscal year 2023. Federal programs are 
audited in accordance with the audit requirements of Title 2 U.S. Code of Federal Regulations 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). 
 
Operating and Nonoperating Components (MC) 
Financial statement operating components include all transactions and other events that are 
not defined as capital and related financing, noncapital financing or investing activities. The 
College’s principal ongoing operations determine operating flow activities. Ongoing operations 
of the College include, but are not limited to, providing intellectual, cultural and social services 
through two-year associate degree programs, continuing education programs and continuous 
learning programs. Operating revenues of the College consist of tuition and fees, grants and 
contracts (except Federal Pell grants and Higher Education Emergency Relief Fund (HEERF) 
grants), and auxiliary enterprises revenues. 
 
Financial statement nonoperating components include transactions and other events that are 
defined as noncapital financing activities, capital-financing activities, and investing activities. 
Noncapital financing activities include borrowing money for purposes other than to acquire, 
construct, or improve capital assets and repaying those amounts borrowed, including interest. 
Also included are certain interfund and intergovernmental receipts and payments such as 
State appropriations, State paid benefits and student organization agency transactions. 
Capital financing activities include (a) acquiring and disposing of capital assets used in 
providing services or producing goods, (b) long-term borrowing money for acquiring, 
constructing, or improving capital assets and repaying the amounts borrowed, including 
interest, and (c) paying for capital assets obtained from vendors on credit. Investing activities 
include acquiring and disposing of debt or equity instruments. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Position (MC) 
Net position is classified according to external restrictions or availability of assets for 
satisfaction of College obligations. Restricted net position is reported as either expendable or 
nonexpendable. The unrestricted net position for the year ended June 30, 2023, was 
earmarked for: 
 

Emergency Repairs and Maintenance 606,069$         
Reserve for Major Facility Projects 15,278,648      
OPEB and Pension Contribution (89,598,755)     
Other Purposes 91,872,081      

Total 18,158,043$     
 

 
Restricted Net Position – Expendable and Nonexpendable (MC) 
The College’s restricted net position has constraints placed upon them either: (a) externally 
imposed by creditors, grantors, contributors, or laws/regulations of other governments, or 
(b) imposed by law through constitutional provisions or enabling legislation. As such, GASB 
No. 34 requires the College’s restricted net position to be delineated on the financials as either 
expendable or nonexpendable. Nonexpendable net position is required to be maintained in 
perpetuity. Expendable net position, for which there are externally imposed constraints, are 
obligated or expended with the condition(s) of the constraints. The College had no 
nonexpendable or expendable net position at June 30, 2023. 
 
Cash and Cash Equivalents (MC and MCF) 
Cash equivalents are items that are readily convertible to cash while carrying an insignificant 
risk of change in value. Cash equivalents have original maturities at the date of purchase of 
three months or less. 
 
Certificates of Deposit (MCF) 
Certificates of deposit are purchased directly through financial institutions and are stated at 
cost. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (Short-Term and Long-Term) (MC) 
Short-term investments consist of investments with maturities of less than one year at the time 
of purchase. Allowable investments include banker’s acceptances, U.S. government agency 
and sponsored instruments, and the Maryland Local Government Investment Pool (MLGIP). 
The MLGIP is valued at amortized cost and classified as a cash equivalent. All other 
investments for the College are carried at fair value as determined by quoted market prices. 
Realized and unrealized gains and losses in fair value, interest income, and dividend income 
are reflected in the statements of revenues, expenses, and changes in net position. 
 
Current and Noncurrent (MC) 
Current assets include cash and other assets or resources commonly identified as those 
which are reasonably expected to be realized in cash or consumed during a normal operating 
cycle of business, usually one year or less, without interfering with the normal business 
operation. They can consist of cash, inventories, accounts receivable, loans and leases 
receivable, marketable securities, and prepaid expenses which meet the conditions stated 
above. Current liabilities are defined as obligations whose liquidation is reasonably expected 
to require the use of existing resources properly classifiable as current assets, or the creation 
of other current liabilities. Other assets and liabilities which extend past the one-year period 
are classified as noncurrent. 
 
Unamortized Interest (MCF) 
Notes payable held by the Foundation consist of bonds issued by the Montgomery County 
Revenue Authority (the Authority) and Certificates of Participation (COPs) issued by 
Montgomery County Maryland. These bonds and COPs were sold at either a premium or 
discount to their par value. The Foundation received the proceeds from these issues net of 
the costs to issue the bonds and COPs and reduced for or increased by the premium or 
discount on the bonds and COPs. The premium or discount has been recorded as 
unamortized bond and COP premium or discount, net of notes payable that is being amortized 
over the life of the note as an adjustment to interest expense. 
 
Inventories (MC) 
Inventories, consisting principally of cafe supplies, are determined on the first-in, first-out 
(FIFO) method and are stated at the lower of net realizable value or market. The cost is 
recorded as an expense as the inventory is consumed. 
 
Unearned Revenue (MC) 
Tuition and fee revenues received and related to the period after June 30, 2023, have been 
recognized as unearned revenue. See Note 11 for details of the PIC MC unearned revenue. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Capital Assets (MC) 
Capital assets are long-lived tangible assets which include real property (land and buildings) 
and personal property (equipment, library books, art works). This class of assets will benefit 
future periods as an asset rather than being treated as an expense in the period that the 
expenditure occurs. Capital assets are defined as land, improvements to land, easements, 
buildings, building improvements, vehicles, machinery, equipment, works of art, infrastructure, 
and other tangible assets that have initial useful lives extending beyond a single reporting 
period. Normally, a dollar threshold is established for each unit in this class prior to being 
classified as a capital asset. The College’s policy limit for capitalization is $5,000 per unit. 
 
The basis of valuation for assets constructed or purchased is cost, while assets acquired by 
gift are recorded at their acquisition values. The College records depreciation on all capital 
assets in accordance with GASB Statement No. 35, except for land and art works, and it is 
not allocated to the functional expenditure categories. Land is not depreciated as it is 
considered to have an indefinite useful life. Expenditures for construction in progress are 
capitalized as incurred. The entire library collection is recorded and valued at cost or estimated 
cost as a unit without regard to individual item cost. 
 
Depreciation is computed on a straight-line basis over estimated useful lives as noted below: 
 

Buildings (Including Infrastructures, Alterations, 
  Renovations, and Renewals and Replacements) 35 Years 
Library Books 10 Years 
Furniture and Equipment – Acquired Prior to 
  July 1, 2005 7 Years 
Furniture and Equipment – Acquired Subsequent 
  to July 1, 2005, as Follows: 

Computer Equipment 3 Years 
Computer Infrastructure 5 Years 
Equipment 3 to 7 Years 
Vehicles 7 Years 
Instructional Equipment                                                       7 Years 
 Software                                                                              5 Years 

 
Land (MCF) 
Land has been recorded at its appraised value upon receipt of the donation to the Foundation. 
The land is held primarily for use by the College in support of its operations. Expenditures for 
any maintenance of the land are borne by the College. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Impairment of Long-Lived Assets (MC and MCF) 
Management reviews the carrying value of assets for impairment whenever events or changes 
in circumstances indicate that the carrying amount of the asset may not be recoverable. If 
such review indicates that the asset is impaired, given that the carrying amount of the asset 
exceeds its fair value as of the measurement date, the asset’s carrying amount is written down 
to fair value. Long-lived assets to be disposed of are written down to the lower of cost or fair 
value. No impairment was recognized for the year ended June 30, 2023. 
 
Valuation of Investments (MCF) 
Investments are stated at fair value as determined by quoted market prices. Realized and 
unrealized gains and losses in fair value, interest income, and dividend income are reflected 
in the statement of activities, net of mutual fund expense fees. 
 
Pledges Receivable (MCF) 
The Foundation records unconditional promises to give that are expected to be collected 
within one year at net realizable value. Unconditional promises to give expected to be 
collected in future years are initially recorded at fair value using present value techniques 
incorporating risk-adjusted discount rates designed to reflect the assumptions market 
participants would use in pricing the asset. In subsequent years, amortization of the discounts 
is included in contribution and grant revenue in the statement of activities. The Foundation 
determines the allowance for uncollectible promises to give based on historical experience, 
an assessment of economic conditions, and a review of subsequent collections. Pledges 
receivable are written off when deemed uncollectible. 
 
Noncash Contributions (MCF) 
Noncash contributions are recorded at their fair value on the date of receipt. Certain noncash 
items received by the Foundation are donated to the College for educational support. 
 
Net Assets (MCF) 
Net assets, revenues, gains, and losses are classified based on the existence or absence of 
donor or grantor-imposed restrictions. Accordingly, net assets and changes therein are 
classified and reported as follows: 
 

Net Assets Without Donor Restrictions – Net assets available for use in general operations 
and not subject to donor (or certain grantor) restrictions. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Net Assets (MCF) (Continued) 
Net Assets With Donor Restrictions – Net assets subject to donor- (or certain grantor-) 
imposed restrictions. Some donor-imposed restrictions are temporary in nature, such as those 
that will be met by the passage of time or other events specified by the donor. Other donor-
imposed restrictions are perpetual in nature, where the donor stipulates that resources be 
maintained in perpetuity. Gifts of long-lived assets and gifts of cash restricted for the 
acquisition of long-lived assets are recognized as revenue when the assets are placed in 
service. Donor-imposed restrictions are released when a restriction expires, that is, when the 
stipulated time has elapsed, when the stipulated purpose for which the resource was restricted 
has been fulfilled, or both. 

 
Functional Expense Allocation (MCF) 
The costs of program and supporting services activities have been summarized on a 
functional basis in the statement of activities. Accordingly, certain costs have been allocated 
among the programs and supporting services benefited. 
 
The Foundation’s financial statements report certain categories of expenses that are 
attributed to more than one program or supporting function. Therefore, expenses require 
allocation on a reasonable basis that is consistently applied. The expenses that are allocated 
include contributed services, conferences and meetings, awards and refreshments, supplies, 
postage, printing, and contracted services, which are allocated on the basis of estimates of 
time and effort. 
 
Deferred Outflows/Inflows of Resources (MC) 
A deferred outflow of resources represents a consumption of net position that applies to a 
future period and so will not be recognized as an outflow of resources (expenditure) until the 
future period. At June 30, 2023, the College recognized changes in actuarial assumptions, 
and contributions made subsequent to the measurement date related to pensions and OPEB. 
 
A deferred inflow of resources represents an acquisition of net position that applies to a future 
period and so will not be recognized as an inflow of resources (revenue) until the future period. 
At June 30, 2023, the College recognized changes in actuarial assumptions, leases, and 
subscription-based information technology agreements as deferred inflows of resources that 
are being amortized. 
 
Pensions (MC) 
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 
fiduciary net position of the Maryland State Retirement and Pension System (the System) and 
additions to/deductions from the System’s fiduciary net position have been determined on the 
same basis as they are reported by the System. For this purpose, benefit payments (including 
refunds of employee contributions) are recognized when due and payable in accordance with 
the benefit terms. Investments are reported at fair value. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Postemployment Benefits Other Than Pensions (OPEB) (MC) 
For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to OPEB, and OPEB expense, information about the fiduciary net 
position of the Montgomery County Retiree Benefits Plan (MCRBP) and additions 
to/deductions from MCRBP’s fiduciary net position have been determined on the same basis 
as they are reported by MCRBP. For this purpose, MCRBP recognizes benefit payments when 
due and payable in accordance with the benefit terms. Investments are reported at fair value, 
except for money market investments and participating interest-earning investment contracts 
that have a maturity at the time of purchase of one year or less, which are reported at cost. 
 
Recent Accounting Pronouncement 
The College has implemented GASB Statement No. 96. This statement provides guidance on 
the accounting and financial reporting for subscription-based information technology 
arrangements (SBITAs) which are defined as a contract that conveys control of the right to 
use another party’s information technology software for a period of time in an exchange or 
exchange-like transaction. Accordingly, a right-to-use subscription asset is recognized when 
the subscription asset is placed in service. Correspondingly, a subscription liability, measured 
at the present value of subscription payments over the subscription term, is recognized at the 
same time. Prior to implementation, these contracts were recognized as an expense when 
incurred. The College’s policy for a right to use subscription asset is software acquisitions 
greater than or equal to $100,000. 
 

NOTE 2 LIQUIDITY AND AVAILABILITY (MCF) 

Financial assets available for general expenditure, that is, without donor or other restrictions 
limiting their use, within one year of the statement of financial position date, comprise the 
following as of June 30, 2023: 
 

Financial Assets at Year-End:
Cash and Cash Equivalents 4,833,687$      
Operating Investments 37,992,969      
Accounts Receivable 14,335            
Pledges Receivable, Net 1,890,633        

Total Financial Assets 44,731,624      
Less: Amounts Not Available to be Used Within 
  One Year Due to Donor Restrictions (42,903,384)     

Financial Assets Available to Meet General
  Expenditures Within One Year 1,828,240$       

 
The Foundation’s endowment funds consist of donor-restricted endowments. Income from 
donor-restricted endowments is restricted for specific purposes, with the exception of the 
amounts available for general use. Donor-restricted endowment funds are not available for 
general expenditure. 
 
As part of the Foundation’s liquidity management plan, the Foundation invests cash in excess 
of daily requirements in short-term investments, certificates of deposit, and money market 
funds. 
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NOTE 3 CASH AND INVESTMENTS (MC AND MCF) 

Cash, Cash Equivalents, and Investments (MC) 
GASB Statement No. 40, Deposit and Investment Risk Disclosures, establishes and modifies 
disclosure requirements related to investment and deposit risks: 
 

 Credit Risk, 

 Custodial Credit Risk, 

 Concentrations of Credit Risk, 

 Interest Rate Risk, and 

 Foreign Currency Risk. 
 

As of June 30, 2023, the College’s carrying amount of cash, cash equivalents, short-term 
investments, and investments consisted of the following: 
 

Cash 13,195,518$    
Cash Equivalent - MLGIP 64,150,633      

Total Cash and Cash Equivalents 77,346,151      
Short-Term Investments 36,433,140      

Total Cash and Short-Term Investments 113,779,291$   
 
 
Custodial Credit Risk 
Deposits are exposed to custodial credit risk if they are not covered by depository insurance 
and are uncollateralized; collateralized with the securities held by the pledging bank; 
collateralized with securities held by the pledging bank’s trust department or agent but not in 
the College’s name. 

 
The carrying amount for the College and PIC MC deposits was $13,186,518 as of June 30, 
2023. Petty cash and cashier’s change funds of $6,500 as of June 30, 2023, are excluded 
from these amounts. In addition, private loans of $2,500 as of June 30, 2023, are excluded 
from these amounts. Actual bank statement balances totaled $12,190,942 at the end of fiscal 
year 2023. Collateral was maintained during the year to secure all deposits and investments 
as specified under Section 6-202 of Title 6 of the State Finance and Procurement Article of 
the Annotated Code of Maryland. 

 
Article 95, Section 22 and Section 6-222, of the State Finance and Procurement Article of the 
Annotated Code of Maryland authorizes, and the College’s adopted investment policy 
authorizes, the College to invest surplus cash in U.S. Treasury obligations, U.S. governmental 
agencies and instrumentalities securities, collateralized certificates of deposit, repurchase 
agreements, the Maryland Local Government Investment Pool (MLGIP), commercial paper, 
and bankers’ acceptances. In the opinion of management, the College is in compliance with 
all provisions of the Annotated Code of Maryland and the College’s investment policy. 
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NOTE 3 CASH AND INVESTMENTS (MC AND MCF) (CONTINUED) 

Cash, Cash Equivalents, and Investments (MC) (Continued) 
Custodial Credit Risk (Continued) 
During the year, the College invested U.S. government agency and instrumentalities 
securities. The College also invested in the MLGIP, a “2a-7-like pool,” with collateral being 
held for the pool consisting of U.S. government and agency securities, bankers’ acceptances, 
commercial paper, and corporate bonds. The MLGIP is managed by PNC Bank under contract 
with the state of Maryland. Collateral was held at the Bank of New York in the College’s name. 
The collateral balance was maintained throughout the year in sums in excess of any single 
day bank balance. These investments are reported in the College’s statement of net position 
at fair value, with the exception of the College’s investment in the MLGIP. All securities in the 
MLGIP are valued daily by MLGIP on an amortized cost basis. These assets are carried at an 
amortized cost basis in the College’s statement of net position. 

 
Refer to Note 20 for descriptions of the fair value hierarchy. 

 
As of June 30, 2023, the College had the following investments and maturities. 

 

Fair Value
Investment Type Hierarchy Less than 6 7 to 12 Total

U.S. Agency:
U.S. Treasury Notes 2 18,809,140     12,428,748     31,237,888      

Local Government Investment Pool N/A 64,150,633     -                      64,150,633      
STIF and Money Market Funds N/A 664,799          -                      664,799           
Equity Securities 1 1,988,101       -                      1,988,101        
Mutual Funds 1 2,542,352       -                      2,542,352        

Total 88,155,025$   12,428,748$   100,583,773$  

Investment Maturities (in Months)

 
 
 

As of June 30, 2023, the College’s fixed income investments were rated as follows: 
 

Investment Type S&P Moody's Fitch
U.S. Treasury Notes AA+ AAA AAA  
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NOTE 3 CASH AND INVESTMENTS (MC AND MCF) (CONTINUED) 

Cash, Cash Equivalents, and Investments (MC) (Continued) 
Interest Rate Risk 
As a means of limiting its exposure to fair value losses arising from interest rates, the College’s 
investment policy limits the maturity length to one year with special approval required to 
purchase a security not to exceed two years. 

 
Credit Risk 
The College’s investment policy does not allow investments in corporate bonds. The College’s 
investment policy does allow investments in Money Market Treasury Funds. These funds must 
be operated in accordance with Rule 2a-7 and have the highest possible rating from at least 
one Nationally Recognized Statistical Rating Organization (NRSRO) as designated by the 
SEC. The MLGIP functions as a U.S. Treasury Money Market Fund and is under contract with 
the State of Maryland Treasurer’s Office. The MLGIP was rated AAAm by Standard & Poor’s. 

 
Custodial Credit Risk 
For an investment, custodial credit risk is the risk that, in the event of the failure of the 
counterparty, the College would not be able to recover the value of its investment or collateral 
securities that are in the possession of an outside party, because the securities are not insured 
and are not registered in the College’s name and are held by either the counterparty or the 
counterparty’s trust department or agent but not in the College’s name. During the year ended 
June 30, 2023, the College did not invest in any repurchase agreements. The College’s 
investment policy requires all collateral be held by an independent third party with whom the 
College has a current custodial agreement in a segregated account with a clearly marked 
evidence of ownership and a safekeeping receipt supplied to the College. 

 
Concentrations of Credit Risk 
GASB 40 requires the identification, by amount and issuer, of investments in any one issuer 
that represents 5% or more of total investments. The College’s investment policy allows the 
following diversification by instrument at time of purchase: 

 
U.S. Treasury Obligations 100 %
Repurchase Agreements 50 %
Collateralized Certificates of Deposits 25 %
Bankers’ Acceptances 50 %
Maryland Local Government Investment Pool 50 %
Money Market Funds 25 %
Commercial Paper 5 %  
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NOTE 3 CASH AND INVESTMENTS (MC AND MCF) (CONTINUED) 

Cash, Cash Equivalents, and Investments (MC) (Continued) 
Concentrations of Credit Risk (Continued) 
Security types noted above are further diversified by issuing institution: 

 
Approved Security Dealers 25 %
Maryland Local Government Investment Pool 50 %
Bankers’ Acceptances by Issuing Institution 10 %
Commercial Banks 10 %
Money Market Funds by Fund 25 %
U.S. Government Agencies by Agency 20 %
Commercial Paper 5 %  

 
Foreign Currency Risk 
In accordance with Section IX of the College’s Investment Program, Diversification in 
Authorized and Suitable Investments, the College is restricted to banks (financial institutions) 
chartered in the state of Maryland and bankers’ acceptances of domestic banks. Repurchase 
agreements must be backed by obligations of the United States, its agencies or 
instrumentalities. The College, by Procedure 61003CP, Chapter VI ‘Fiscal and Administrative 
Affairs,’ Subject ‘Bank Services,’ Section VI is limited to financial institutions chartered in the 
state of Maryland. 

 
As of June 30, 2023, the College had federal agency securities held in the name of the College 
with PNC Bank to collateralize deposits of the College. 

 
Cash, Cash Equivalents, and Investments (MCF) 
The Foundation maintains its cash, cash equivalents, and investments in accounts which are 
insured by the FDIC up to specified limits and may, at times, exceed the federally insured 
limits. Cash in bank as of June 30, 2023, was $ 8,729,157. The Foundation has not 
experienced any losses on such accounts and management does not believe that it is 
exposed to any significant credit risk. 
 
Investments (MCF) 
The investments of the Foundation are carried at fair value and summarized at June 30, 2023, 
as follows: 
 

Cost Fair Value
Mutual Funds 31,985,934$    34,107,518$     
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NOTE 4 ACCOUNTS AND PLEDGES RECEIVABLE (MC AND MCF) 

Accounts Receivable (MC) 
Tuition and fees receivable are presented net of the related allowance for doubtful accounts 
on the statement of net position. As of June 30, 2023, tuition and fees receivable are 
$27,592,764 with an allowance of $18,118,140 which nets to $9,474,624. 
 
Pledges Receivable (MCF) 
Pledges receivable at June 30, 2023, include amounts due in: 
 

Less Than One Year 473,502$         
One to Five Years 1,251,778        
More Than Five Years 1,733,720        

Total 3,459,000        
Pledges Deemed Uncollectible (11,099)           
Present Value Discount (1,557,268)      

Total 1,890,633$       
 
 
The discount rate used on long-term promises to give was 3% in 2023. Pledges deemed 
uncollectible are approximately 3% of discounted unconditional promises to give at June 30, 
2023, as determined by a review of individual current year pledges. 
 
The Foundation was named remainder interest beneficiary of two charitable remainder 
unitrusts where the Foundation is not the trustee and does not exercise control over the assets 
contributed to the trusts. The Foundation recorded the agreements as pledges receivable and 
contributions at the present value of the estimated future benefits to be received when the 
trust assets are distributed. Adjustments are made to the receivables on a yearly basis to 
reflect the accretion of the discounts and revaluation of the present value of the estimated 
future payments. As of June 30, 2023, the amount included in the pledge receivable balance 
was $220,523. 
 
 

NOTE 5 CHARITABLE REMAINDER TRUSTS (MCF) 

The Foundation has been designated as remainder interest beneficiary under certain 
charitable gift-annuity agreements contracted with donors. The agreements call for specified 
distributions (annuity payments) to be paid to designated lead interest beneficiaries during 
their lives. The Foundation holds and invests the assets of the charitable gift annuity 
agreements and ensures that the specified distributions are made to the lead interest 
beneficiaries. The assets held and annuities payable are reflected on the statement of 
financial position. 
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NOTE 5 CHARITABLE REMAINDER TRUSTS (MCF) (CONTINUED) 

Upon commencement of such agreements, the Foundation records the fair value of the assets 
received and records the estimated present value of future payments to the lead interest 
beneficiaries as a liability for annuities payable from charitable gift annuity agreements. The 
liability is established by estimating future payments based on the beneficiary’s life 
expectancy and discounting those payments to their present value. The excess of the assets 
received over the liability incurred is recognized on the statement of activities as contributions 
under charitable gift annuity agreements. 
 
Assets held in split-interest agreements are adjusted to their fair value and the liability for 
annuities payable is adjusted to its current estimated present value on a recurring basis. 
Adjustments to the liability are reflected on the statement of activities as changes in the value 
of gift annuity agreements. When the estimated present value of the liability exceeds the value 
of the related assets, the deficit is a reduction of net assets without donor restrictions. 
 
As of June 30, 2023, the assets, obligations, and net assets related to charitable gift annuities 
were classified as follows: 
 

Without Donor With Donor
Restrictions Restrictions Total

Assets Held for Charitable Gift Annuities 2,149$          67,120$         69,269$         
Annuities Payable from Charitable Gifts 684,111         35,783          719,894         

Net Assets (Liabilities) (681,962)$      31,337$         (650,625)$       
 
 
In order to offset the net liability, in fiscal year 2013, the Board directed funds without donor 
restriction from both the general endowment earnings and a portion of the proceeds of the 
sale of the Maryland College of Art and Design property, to function as a reserve. As of 
June 30, 2023, the combined balances in these two funds totaled $872,164, and is recorded 
within investments on the statement of financial position. 
 
During the year ended June 30, 2023, no new split-interest agreements were created or 
extinguished. The total number of split-interest agreements was 11 as of June 30, 2023. 
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NOTE 6 CAPITAL ASSETS AND DEPRECIATION (MC) 

Capital Assets, Net (MC) 
The following tables represent the changes in the capital asset categories (including 
depreciation) for fiscal year 2023. 
 

Balance at Balance at
June 30, GASB-96 Disposals/ June 30,

2022 Implementation Additions Transfers/ 2023
Nondepreciable Assets:

Land 36,744,587$      -$                  -$                     -$                     36,744,587$      
Construction in Progress - Buildings 70,986,157        -                    46,271,674        (18,723,814)       98,534,017        
Construction in Progress - Equipment 196,407            -                    876,765            (98,202)             974,970            
Construction in Progress - PIC MC 384,186            -                    -                       -                       384,186            
Art Works 329,059            -                    -                       -                       329,059            

Total Nondepreciable Assets 108,640,396      47,148,439        (18,822,016)       136,966,819      
Depreciable/Amortizable Assets:

Buildings 702,179,390      -                    17,142,598        -                       719,321,988      
Equipment 98,210,056        -                    1,686,167          (35,799)             99,860,424        
Library Books 7,356,415          -                    402,156            (25,109)             7,733,462          
Right-to-Use Leased Asset - Building 77,617,004        -                    -                       (121,533)           77,495,471        
Right-to-Use Leased Asset - Copiers 945,392            -                    24,155              (194,399)           775,149            
Right-to-Use SBITA Asset 13,296,972        13,296,972        
Software 31,098,120        -                    -                       (9,815,511)         21,282,609        

Total Depreciable Assets 917,406,377      13,296,972        19,255,076        (10,192,351)       939,766,074      
Less Accumulated Depreciation and
  Amortization:

Buildings 235,792,972      -                    18,991,844        -                       254,784,816      
Equipment 85,287,298        -                    4,542,724          (35,771)             89,794,251        
Library Books 5,107,576          -                    376,385            (18,520)             5,465,441          
Right-to-Use Leased Asset 11,783,715        -                    5,857,982          (213,702)           17,427,994        
Right-to-Use SBITA Asset -                       4,201,856          -                       4,201,856          
Software 11,455,494        -                    3,607,003          (6,609,549)         8,452,948          

Total Accumulated Depreciation
  and Amortization 349,427,055      -                    37,577,794        (6,877,542)         380,127,307      
Depreciable/Amortizable
  Assets, Net 567,979,322      13,296,972        (18,322,718)       (3,314,809)         559,638,767      
Capital Assets, Net 676,619,718$    13,296,972        28,825,721$      (22,136,825)$     696,605,586$     
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NOTE 7 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES (MC) 

Accounts payable and accrued liabilities represent amounts due at June 30, 2023, for goods 
and services received prior to the end of the fiscal year as follows: 
 

Salaries and Wages 7,724,818$     
Benefits 1,412,000       
Services and Supplies 20,264,852     
Payroll Withholding 433,840          
Unclaimed Checks 645,332          
Other 17,365            

Total 30,498,208$   
 

 
 

NOTE 8 LONG-TERM LIABILITIES (MC) 

Subscription-Based Information Technology Arrangements  
Effective July 1, 202 the College has adopted GASB Statement No. 96 (GASB 96) entitled, 
Subscription-Based Information Technology Arrangements. This statement provides 
guidance on the accounting and financial reporting for subscription-based information 
technology arrangements (SBITAs) which are defined as a contract that conveys control of 
the right to use another party’s information technology software for a period of time in an 
exchange or exchange-like transaction. Accordingly, a right-to-use subscription asset is 
recognized when the subscription asset is placed in service. Correspondingly, a subscription 
liability, measured at the present value of subscription payments over the subscription term, 
is recognized at the same time. The following table represent the subscription liabilities 
through 2027 which includes renewal options ranging from one to four years. 
 
Qualifying software includes enterprise-wide software for learning and administrative 
purposes.  
 

Year Ending Total Payment Interest Principle
2024 4,057,394$   (315,913)   3,741,481 
2025 3,001,677     (163,618)   2,838,059 
2026 1,570,218     (66,854)     1,503,364 
2027 1,026,163     (13,978)     1,012,185 
Total 9,655,452$   (560,363)   9,095,089 

 
 
 
 
 
 
 

 
 
 



MONTGOMERY COLLEGE 
NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED JUNE 30, 2023 
 
 
 

(44) 

 
NOTE 8 LONG-TERM LIABILITIES (MC) (CONTINUED) 

 
Compensated Absences 
Employees of the College earned $8,315,643 in annual and sick leave subject to termination 
pay-off at June 30, 2023. In accordance with GASB No. 16, entitled Accounting for 
Compensated Absences, related FICA and Medicare costs have been calculated on the 
amount due at termination in the amount of $636,147 for fiscal year 2023. This amount has 
been included in the total compensated absences liability of $8,951,790 for fiscal year 2023. 
 
For the year ended June 30, 2023, the total annual leave and sick leave earned was 
recognized as an expense. 
 

Beginning GASB-96 Ending Current
Balance Implementation Additions Retirements Balance Portion

SBITA Liability -$                 8,632,326         4,664,647       (4,201,884)      9,095,089       4,025,161       
Compensated Absences 9,035,100       -                      -                        (83,310)            8,951,790       490,230           
Lease Liability 70,936,801     -                      24,155             (4,745,334)      66,215,622     5,594,455       

Total 79,971,901$   8,632,326$       4,688,802       (4,285,194)$    84,262,501$   10,109,846$    
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NOTE 9 NOTES PAYABLE – MONTGOMERY COUNTY REVENUE AUTHORITY (MCF) 

A. Notes Payable – 2011 
In August 2011, the Authority issued “Montgomery County Revenue Authority Lease 
Revenue Bonds” (Montgomery College Project) Series 2011A and Series 2011B bonds 
(the 2011 Bonds) with a total face value of $15,870,000. The Authority and the Foundation 
entered into a loan agreement to effectively transfer all obligations of the 2011 Bonds 
issue to the Foundation. The proceeds of the 2011 Bonds were used (1) for the purchase 
of the Goldenrod Building (a 68,826 gross square foot office building located on 4.62 acres 
located adjacent to the Germantown Campus of the College), (2) to pay real estate closing 
costs associated with the building purchase, and (3) to pay issuance costs of the 2011 
Bonds. The 2011 Bonds have annual maturity dates from May 1, 2012, to May 1, 2036, 
and were issued at a premium of $257,814. 
 
The College entered into a lease agreement with the Foundation, beginning on 
September 1, 2011, with semiannual payments to the Foundation that are calculated to 
be at least equal to the scheduled debt service payments on the 2011 Bonds. This lease 
agreement was pledged as security for the 2011 Bonds. The Foundation’s obligations 
under the loan agreement are limited to its revenues payable under this lease. The bonds 
are not payable from, and no recourse shall be available against, any other assets of the 
Foundation. 
 
The Series 2011A Bonds are subject to optional redemption in whole or in part on any 
date commencing May 1, 2021, and shall be so redeemed by the Authority in the event 
and to the extent the Foundation shall exercise its option to prepay the payments for the 
Project under Section 9.01(a) of the Loan Agreement at a redemption price equal to 100% 
of the principal amount redeemed plus accrued interest to the date fixed for redemption, 
without premium. 
 
The Series 2011B Bonds maturing on or after May 1, 2022, are subject to optional 
redemption in whole or in part on any date commencing May 1, 2021, and shall be so 
redeemed by the Authority in the event and to the extent the Foundation shall exercise its 
option to prepay the payments for the Project under Section 9.01(a) of the Loan 
Agreement at a redemption price equal to 100% of the principal amount redeemed plus 
accrued interest to the date fixed for redemption, without premium. 
 
The Series 2011B Bonds maturing by their terms prior to May 1, 2022, are not subject to 
optional redemption. 
 
Interest is due semi-annually, each May 1 and November 1. Interest is being expensed as 
incurred. Interest incurred and expensed during the year ended June 30, 2023, was 
$459,165. 
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NOTE 9 NOTES PAYABLE – MONTGOMERY COUNTY REVENUE AUTHORITY (MCF) 
(CONTINUED) 

B. Notes Payable – 2014 
In November 2014, the Authority issued “Montgomery County Revenue Authority Lease 
Revenue Refunding Bonds (Montgomery College Arts Center Project) Series 2014”, with 
a total face value of $22,570,000. The Authority and the Foundation entered into a loan 
agreement to effectively transfer all rights and obligations of the bond issue to the 
Foundation. The proceeds of the 2014 Bonds were used to (1) advance refund all of the 
outstanding Montgomery County Revenue Authority Lease Revenue Bonds (Montgomery 
College Arts Center Project), Series 2005A, and (2) pay issuance costs of the 2014 Bonds. 
 
The 2014 Bonds have annual maturity dates from May 1, 2015, to May 1, 2030, and were 
issued at a premium of $2,195,089. 
 
The College entered into a lease agreement with the Foundation in October 2005, 
amended November 2014, with semi-annual payments to the Foundation that are 
calculated to be at least equal to the scheduled debt service payments on the 2014 Bonds. 
This lease agreement was pledged as security for the 2014 Bonds. The Foundation’s 
obligations under the loan agreement are limited to its revenues payable under this lease. 
The bonds are not payable from, and no recourse shall be available against, any other 
assets of the Foundation. 
 
The Series 2014 Bonds maturing on or after May 1, 2025, are subject to optional 
redemption in whole or in part at the option of the Foundation in accordance with the Loan 
Agreement, on any date commencing May 1, 2024, at a redemption price equal to the 
principal amount to be redeemed, together with accrued interest to the date fixed for 
redemption, without premium. 
 
The 2014 Bonds maturing by their terms prior to May 1, 2025, are not subject to optional 
redemption. 
 
Interest is due semi-annually, each May 1 and November 1. Interest is being expensed as 
incurred. Interest incurred and expensed during the year ended June 30, 2023, was 
$540,731. 
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NOTE 9 NOTES PAYABLE – MONTGOMERY COUNTY REVENUE AUTHORITY (MCF) 
(CONTINUED) 

C. Notes Payable – 2015 
In June 2015, the Authority issued “Montgomery County Revenue Authority Transportation 
Fund Lease Revenue Bonds, Series 2015A”, with a total face value of $28,325,000. The 
Authority and the Foundation entered into a loan agreement to effectively transfer all rights 
and obligations of the bond issue to the Foundation. The proceeds of the 2015 Bonds 
were used to (1) advance refund all of the outstanding Montgomery County Revenue 
Authority Transportation Fund Lease Revenue Bonds, Series 2008A, (2) finance the cost 
of the acquisition, construction, and equipping of a parking garage on the Rockville 
Campus, (3) pay a portion of the interest on the 2015 Bonds estimated to accrue until 
November 1, 2016, and (4) pay the cost of issuing the 2015 bonds. The 2015 bonds have 
annual maturity dates from November 1, 2015, to November 1, 2042, and were issued at 
a premium of $1,341,104. 
 
The College entered into a lease agreement with the Foundation in November 2008, 
amended June 2015, with semi-annual payments to the Foundation that are calculated to 
be at least equal to the scheduled debt service payments on the 2015 Bonds. This lease 
agreement was pledged as security for the 2015 Bonds. The Foundation’s obligations 
under the loan agreement are limited to its revenues payable under this lease. The bonds 
are not payable from, and no recourse shall be available against, any other assets of the 
Foundation. 
 
The Series 2015 Bonds maturing on or after November 1, 2026 are subject to optional 
redemption in whole or in part at the option of the Foundation in accordance with the Loan 
Agreement, on any date commencing November 1, 2025, at a redemption price equal to 
the principal amount to be redeemed, together with accrued interest to the date fixed for 
redemption, without premium. 
 
On June 15, 2020, bonds due on November 1, 2035, were redeemed in the amount of 
$180,000, and bonds due on November 1, 2036, were redeemed in the amount of 
$655,000, for a total of $835,000. The 2015 Bonds maturing by their terms prior to 
November 1, 2026, are not subject to optional redemption. 
 
Interest is due semi-annually, each May 1 and November 1. Interest is being expensed as 
incurred. Interest incurred and expensed during the year ended June 30, 2023, was 
$836,900. 
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NOTE 9 NOTES PAYABLE – MONTGOMERY COUNTY REVENUE AUTHORITY (MCF) 
(CONTINUED) 

D. Certificates of Participation 
In July of 2016, Montgomery County Maryland issued Certificates of Participation (COPs) 
Series 2016A with a total face value of $23,050,000, and Series 2016B with a total face 
value of $1,810,000. The proceeds of the Series 2016A Certificates were loaned by the 
County to the Foundation to purchase and renovate a building to house College central 
and administrative services offices. The COPs were used (1) to finance the costs of the 
acquisition, design, construction and equipping of an approximate 115,000 square foot 
building with approximately 365 and 400 parking spaces, (2) to pay real estate closing 
costs associated with the building purchase, (3) to fund a Capitalized Interest Fund, and 
(4) to pay a portion of the issuance costs of the 2016 COPs. The 2016A COPs have annual 
maturity dates from November 1, 2019, to November 1, 2035, and were issued at a net 
premium of $1,328,788. 
 
The Foundation leased its interest in the improvements and the site upon which the 
improvements are located to the College pursuant to a lease agreement dated as of July 1, 
2016, between the Foundation and the College (the Lease). The Lease requires the 
College to make rental payments (the Rental Payments), which are assigned by the 
Foundation to the County pursuant to an Assignment of Rents and Leases Agreement 
dated as of July 1, 2016, between the County and the Foundation (the Assignment of 
Leases). The County is also secured by a deed of trust from the Foundation for the benefit 
of the County to secure the obligations of the Foundation under the Loan Agreement 
delivered at the time of closing of the Certificates (the Deed of Trust). 
 
The Series 2016A Certificates that mature on or after November 1, 2025, are subject to 
redemption beginning November 1, 2024, as a whole or in part at any time thereafter, in 
any order of their maturities, at the option of the County, at a redemption price for each 
certificate equal to the principal amount of the certificate to be redeemed, together with 
interest accrued to the date fixed for redemption, without premium. The Series 2016A 
Certificates that mature on or before November 1, 2024, are not subject to redemption 
prior to their respective maturities. 
 
The proceeds of the Series 2016B Certificates were loaned by the County to the 
Foundation and will be applied to pay the costs incurred by the College in connection with 
its terminating certain lease agreements for space that it currently occupies that will be 
replaced with the facilities that comprise the improvements. A portion of the Series 2016B 
Certificates were also applied to pay the costs of issuing the Series 2016B Certificates. 
The 2016B COPs have annual maturity dates from November 1, 2017, to November 1, 
2021, and were issued at a net premium of $888. 
 
The Series 2016B Certificates are not subject to optional redemption prior to their 
respective maturities. 
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NOTE 9 NOTES PAYABLE – MONTGOMERY COUNTY REVENUE AUTHORITY (MCF) 
(CONTINUED) 

D. Certificates of Participation (Continued) 
Interest is due semi-annually, each May 1 and November 1. Interest is being expensed as 
incurred. Interest incurred and expensed during the year ended June 30, 2023, was 
$592,770. 
 
Maturity dates and stated interest rates of the Bonds outstanding as of June 30, 2023, are 
as follows: 
 

Fiscal Principal Principal Total
Year Amount Amount Interest Principal Interest Principal Interest Principal Interest Principal

Ending Series A Series B Rate Amount Rate Amount Rate Amount Rate Amount
2024 -$                   590,000$     4.30 % 1,460,000$    5.00 % 1,105,000$    5.00 % 1,320,000$    5.00 % 4,475,000$    
2025 -                     615,000        4.40 1,535,000      5.00 1,160,000      5.00 1,390,000      5.00 4,700,000      
2026 -                     645,000        4.50 1,615,000      5.00 1,220,000      5.00 1,445,000      3.00 4,925,000      
2027 -                     670,000        4.60 1,695,000      5.00 1,275,000      4.00 1,490,000      3.00 5,130,000      
2028 -                     705,000        4.75 1,780,000      3.00 1,325,000      3.13 1,525,000      2.00 5,335,000      

Varies from Varies from Varies from Varies from
Thereafter 6,840,000    50,000           4% to 5% 3,720,000       3% to 3.125% 14,560,000    3.25% to 5% 13,500,000     2% to 2.625% 38,670,000    

Total 6,840,000$  3,275,000$  11,805,000$ 20,645,000$ 20,670,000$ 63,235,000    

Unamortized Discount (381,032)        
Deferred Financing Costs (492,875)        

Unamortized Premiums 2,890,108      
Notes Payable, Net 65,251,201$ 

2011 Bonds 2014 Bonds 2015 Bonds 2016 Certificates

 
 
 
 

NOTE 10 LEASES (MC) 

Lessor 
The College, acting as lessor, has leases under long-term, non-cancelable lease agreements. 
The leases expire at various dates through fiscal year 2037 and provide for renewal options 
ranging from three months to five years. During the year ended June 30, 2023, the College 
recognized $ 548,469 and $14,318 in lease revenue and interest revenue, respectively, 
pursuant to these contracts. 
 
Total future minimum lease payments to be received under lease agreements are as follows: 
 

Total Payment Interest Principle
2024 547,400$        (13,247)$         534,153$        
2025 532,485          (12,182)          520,302          
2026 516,382          (11,164)          505,218          
2027 515,541          (10,149)          505,392          
2028 515,017          (9,136)            505,881          

2029-2033 2,568,941       (30,414)          2,538,527       
2034-2037 1,787,613       (6,047)            1,781,566       

Total Minimum Lease Receipts 6,983,378$     (92,339)$         6,891,040$     
 

Lessee 
Building lease obligations mirror the debt by the Foundation as disclosed in Note 9. 
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NOTE 10 LEASES (MC) (CONTINUED) 

Lessee (Continued) 
A. Lease Obligations – 2011 

The College entered into a lease agreement with the Foundation for the Goldenrod 
Building on September 1, 2011, terminating on August 31, 2041, with semiannual 
installment payments (May 1 and November 1) in an amount at least equal to the 
scheduled debt service payments made by the Foundation for the 2011 Bonds. These 
Bonds, issued in August 2011 on behalf of the Foundation by the Montgomery County 
Revenue Authority (the Authority), “Montgomery County Revenue Authority Lease 
Revenue Bonds (Montgomery College Project) Series 2011A and Series 2011B” bonds 
with a total face value of $15,870,000, were used (1) for the purchase of the Goldenrod 
Building, (2) to pay real estate closing costs associated with the building purchase, and 
(3) to pay issuance costs of the 2011 Bonds. The lease is a triple net lease, with the 
College responsible for all operating costs, as well as insurance, taxes, and costs of 
repairs and general maintenance of the Goldenrod Building. The College is current on all 
required payments to the Foundation and paid $1,028,073 during the year ended June 30, 
2023. 
 

B. Lease Obligations – 2014 
The College entered into a lease agreement with the Foundation for the Morris and 
Gwendolyn Cafritz Foundation Arts Center (CAC) in October 2005, amended on 
November 19, 2014, terminating on December 31, 2031, with semiannual installment 
payments (May 1 and November 1) in an amount at least equal to the scheduled debt 
service payments made by the Foundation for the 2014 Bonds. These 2014 Bonds, issued 
in November 2014 on behalf of the Foundation by the Authority “Montgomery County 
Revenue Authority Lease Revenue Refunding Bonds (Montgomery College Arts Center 
Project) Series 2014,” with a total face value of $22,570,000 were used to (1) advance 
refund all of the outstanding Montgomery County Revenue Authority Lease Revenue 
Bonds (Montgomery College Arts Center Project), Series 2005A, and (2) to pay issuance 
costs of the 2014 Bonds. This issuance resulted in a $3,570,000 deferred inflow, or bond-
refinancing gain, which is amortized over the life of the lease. The lease is a triple net 
lease, with the College responsible for all operating costs, as well as insurance, taxes, 
and costs of repairs and general maintenance of the CAC. The College is current on all 
required payments to the Foundation and paid $1,947,356 during the year ended June 
30, 2023. 
 
The land on which the CAC was built is owned by the College. 
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NOTE 10 LEASES (MC) (CONTINUED) 

Lessee (Continued) 
C. Lease Obligations – 2015 

The College entered into a lease agreement with the Foundation for two parking garages 
located in Montgomery County in November 2008, amended on June 23, 2015, 
terminating December 31, 2043, with semi-annual installment payments (May 1 and 
November 1) in an amount at least equal to the scheduled debt service payments made 
by the Foundation for the 2015 Bonds. These 2015 Bonds, issued in June 2015 on behalf 
of the Foundation by the Authority, “Montgomery County Revenue Authority 
Transportation Fund Lease Revenue Bonds, Series 2015A,” with a total face value of 
$28,325,000, were used to (1) advance refund all of the outstanding Montgomery County 
Revenue Authority Transportation Fund Lease Revenue Bonds, Series 2008A, (2) finance 
the cost of the acquisition, construction and equipping of a parking garage on the Rockville 
Campus, (3) pay a portion of the interest on the 2015 Bonds estimated to accrue until 
November 1, 2016, and (4) pay the cost of issuing the 2015 bonds. The lease is a triple 
net lease, with the College responsible for all operating costs, as well as insurance, taxes, 
and costs of repairs and general maintenance of the two garages. On June 15, 2020, 
bonds due on November 1, 2035, were redeemed in the amount of $180,000, and bonds 
due on November 1, 2036, were redeemed in the amount of $655,000, for a total of 
$835,000. The College is current on all required payments to the Foundation and paid 
$1,895,650 during the year ended June 30, 2023. 
 
The land on which the Rockville parking garage is built is partially owned by the College. 
The Foundation has entered into a lease agreement with the College whereby the land 
that is owned by the College is leased to the Foundation for 80 years. 
 

D. Lease Obligations – 2017 
The College entered into a lease agreement with the Foundation for a Central Services 
Building on July 27, 2016, terminating June 30, 2041, with semiannual installment 
payments (May 1 and November 1) in an amount at least equal to the scheduled debt 
service payments made by the Foundation for the 2016 Bonds. These 2016 Bonds, issued 
in July of 2016 on behalf of the Foundation by Montgomery County Maryland as 
Certificates of Participation (COPs) Series 2016A with a total face value of $23,050,000, 
and Series 2016B with a total face value of $1,810,000 were used to (1) to finance the 
costs of the acquisition, design, construction and equipping of an approximate 
115,000 square foot building to house central administration employees with 
approximately 360 parking spaces, (2) to pay real estate closing costs associated with the 
building purchase, (3) to fund a Capitalized Interest Fund, and (4) to pay a portion of the 
issuance costs of the 2016 COPs. 
 
The lease is a triple net lease, with the College responsible for all operating costs, as well 
as insurance, taxes, and costs of repairs and general maintenance of the Central Services 
Building. The College is current on all required payments to the Foundation and paid 
$1,858,229 during the year ended June 30, 2023. 
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NOTE 10 LEASES (MC) (CONTINUED) 

Lessee (Continued) 
D. Lease Obligations – 2017 (Continued) 

In addition, the College leases equipment and certain office facilities for various terms 
under long-term, non-cancelable lease agreements. The leases expire at various dates 
through 2043 and provide for renewal options ranging from three months to eleven years. 
 

Total Payment Interest Principle
2024 8,427,912$   (2,833,494)$     5,594,419$   
2025 7,077,257     (2,609,195)       4,468,063     
2026 7,780,296     (2,374,285)       5,406,012     
2027 7,780,196     (2,127,845)       5,652,351     
2028 7,312,693     (1,882,534)       5,430,159     

2029- 2033 30,054,438   (5,847,788)       24,206,650   
2034 -2038 13,198,927   (1,617,855)       11,581,071   
2039- 2043 4,280,400     (403,502)         3,876,898     

Total Minimum Lease Payments 85,912,119$  (19,696,496)$   66,215,623$  

Current 5,594,455$   
Noncurrent 60,621,168   

66,215,623$   
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NOTE 11 UNEARNED REVENUE, NONCURRENT (MC) 

In 2012, the PIC MC received land lease rental income in the amount of $6.3 million for the 
Montgomery College Germantown Campus, located at 20200 Observation Drive, 
Germantown, Maryland 20876. The revenue will be amortized over the life of the land lease. 
The initial payment was included in unearned revenue in the statement of net position and the 
balance as of June 30, 2023, is $5,494,739. 
 
 

NOTE 12 EXPENSES BY NATURAL CLASSIFICATIONS (MC) 

The following table shows a classification of expenses for the year ended June 30, 2023, both 
by function as listed in the statement of revenue, expenses, and changes in net position and 
by natural classification, which is the basis for amounts shown in the statement of cash flows. 
 

Depreciation
Salaries Contracted and

and Wages Services Supplies Scholarships Utilities Amortization Other Total
Instruction 91,830,436$      2,268,469$      1,592,934$      -$                     -$                     -$                     (1,639,225)$     94,052,614$          
Research 310,134             -                       -                       -                       4,677               314,811                 
Academic Support 43,697,828        5,045,404        2,080,922        -                       -                       -                       1,245,342        52,069,495            
Student Services 31,091,131        2,976,147        694,235           -                       -                       -                       (26,712)            34,734,800            
Operation of Plant 25,236,675        3,663,576        1,593,989        -                       7,671,802        -                       (4,527,715)       33,638,328            
Institutional Support 35,185,326        7,677,954        175,140           -                       -                       -                       2,213,986        45,252,406            
Scholarships and 
Related Expenses 8,875,214        -                       -                       79,908             8,955,122              

Depreciation and 
Amortization -                       -                       37,577,794      37,577,794            

Auxiliary Enterprises 323,808             1,256,121        92,103             -                       -                       -                       173,957           1,845,989              
State Paid Benefits 15,515,246        -                       -                       -                       15,515,246            
Other 3,014,486          7,862,167        1,545,356        -                       -                       -                       6,702,005        19,124,014            

Total 246,205,070$    30,749,837$    7,774,679$      8,875,214$      7,671,802$      37,577,794$    4,226,224$      343,080,619$         
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NOTE 13 RETIREMENT PLANS (MC) 

The College participates in both statewide retirement plans and the College’s own plan. The 
four statewide retirement plans are the Teachers’ Retirement System and the Employees’ 
Retirement System (the Retirement System), the Teachers’ Pension System and the 
Employees’ Pension System (the Pension System), administered by the Maryland State 
Retirement System (MSRS), a cost-sharing multiple-employer retirement system, and the 
Maryland State Optional Retirement Plan (ORP). Aetna, the College’s own plan, serves as a 
supplement to the MSRS plans. Certain employees may elect to participate in the ORP 
instead of the Pension System. The State has approved two providers for the ORP which 
include the Teachers’ Insurance and Annuity Association (TIAA) and Fidelity. An employee 
can participate in only one plan at a time and has the opportunity to change providers during 
one open enrollment period a year. 
 
The College’s total current payroll for the fiscal year ended June 30, 2023, for all employees 
was $190,987,920. The approximate current covered payroll under each of the plans, which 
includes employees eligible under multiple plans, is as follows: 
 

Percent of Total
Covered Payroll Covered Payroll

MSRS 88,067,238$    57.34 %
Optional Retirement Plan 65,384,675      42.57 %
Aetna 138,318          0.09 %

Total 153,590,231$  100.00 %

2023
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans 
The State systems were established in accordance with the State Personnel and Pensions 
Article of the Annotated Code of Maryland. Responsibility for the administration and 
operation of the systems is vested in a 15-member Board of Trustees (the Trustees). The 
Trustees also have the authority to establish and amend the respective benefit provisions. 
The systems provide retirement and disability benefits, annual cost-of-living adjustments, 
and death benefits to system members and beneficiaries. 
 
The following is a general description of the plan benefits available to the participants of 
each of the plans above. 
 
The Retirement System – MSRS 
Participants in the Retirement System may retire with full benefits after attaining the age 
of 60, or completion of 30 years of creditable service regardless of age. However, 
participants may retire with reduced benefits after completing 25 years of creditable 
service regardless of age. 
 
The Pension System – MSRS 
Participants in the Pension System hired prior to July 1, 2011 may retire with full benefits 
(a) after completing 30 years of creditable service regardless of age, or (b) at age 62 or 
older with specified years of eligibility service. Participants may retire early with reduced 
benefits after attaining age 55 and completing 15 years of eligibility service. Employees 
hired on or after July 1, 2011, may retire with full benefits after (a) completing 10 years of 
eligibility service at age 65, or (b) using the “Rule of 90” defined as at least 90 years of 
combined age and years of eligibility service. These participants may retire early with 
reduced benefits after attaining age 60 and at least 15 years of service. 
 
The MSRS Optional Retirement Plan (ORP) 
The ORP is a defined contribution “money purchase” plan under which the benefit is 
determined by the accumulated State contributions plus accrued investment earnings. 
Contributions are made to one of two providers approved by the State. Participants may 
receive their annuity income at any time after leaving the College. 
 
Benefits under all systems, except the ORP which vests immediately, vest after five years 
of service and are based on years of creditable service and salary rates.  
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
The “unfunded actuarial accrued liability” is the result of applying the actuarial funding 
method to the present value of pension benefits, adjusted for the effects of projected salary 
increases and step-rate benefits, estimated to be payable in the future as a result of 
employees’ service to date. The actuarial funding method is intended to help users assess 
the Systems’ funding status on a going concern basis, assess progress made in 
accumulating sufficient assets to pay benefits when due, and make comparisons among 
public employee retirement systems and employers. The MSRS does not make separate 
measurements of assets and liabilities for individual employers. 
 

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/. 
 
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 retiree’s 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. 
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
Benefits Provided (Continued) 
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 
member’s 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. 
 
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 employees are 
established and may be amended by the Board of Trustees for the System. 
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
Contributions (Continued) 
The State makes a substantial portion of the College’s annual required contribution to 
the Teachers’ Retirement and Pension Systems on behalf of the College. The State’s 
contributions on behalf of the College for the year ended June 30, 2023, was 
$10,921,837. The fiscal 2023 contribution made by the State on behalf of the College 
have been included as both revenues and expenses in the accompanying statement 
of revenues, expenses, and changes in net position. 
 
The College’s contractually required contribution rate for the Employees’ Retirement 
and Pension Systems for the year ended June 30, 2023, was 6.73% of annual payroll, 
actuarially determined as an amount that, when combined with employee 
contributions, is expected to finance the costs of benefits earned by employees during 
the year, with an additional amount to finance any unfunded accrued liability. The 
College made its share of the required contributions during the year ended June 30, 
2023, of $1,814,103. 
 

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 
Employees Retirement and Pension Systems 
At June 30, 2023, the College reported a liability of $16,476,786 for its proportionate share 
of the net pension liability of the System. The net pension liability was measured as of 
June 30, 2022, and the total pension liability used to calculate the net pension liability was 
determined by actuarial valuations as of those dates. 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, 2023. The contributions were increased to 
adjust for differences between actuarially determined contributions and actual 
contributions by the state of Maryland. As of June 30, 2023, the College’s proportionate 
share was 0.08234%; an increase of .00008% from its proportion measures as of June 
30, 2021. 
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
Employees Retirement and Pension Systems (Continued) 
For the year ended June 30, 2023, the College recognized pension expense of 
$2,600,382. At June 30, 2023, the College reported deferred outflows of resources and 
deferred inflows of resources related to pensions from the following sources: 
 

Deferred Deferred
Outflows of Inflows of

Description Resources Resources
Differences Between Expected and Actual
  Experience -$                   1,166,357$     
Changes of Assumptions 1,833,804       156,769          
Change in Proportion 933,371          54,166            
Net Difference Between Projected and Actual
  Earnings on Pension Plan Investments 1,143,612       
Changes in Proportionate Share of Contributions -                    292                
College Contributions Subsequent to the 
  Measurement Date 1,814,103       -                    

Total 4,581,278$     2,521,196$     
 

 
 
Deferred outflows of resources of $1,814,103 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, 2023. 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
2024 311,473$         
2025 91,186            
2026 (220,213)         
2027 132,054          
2028 (68,521)            
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
Teachers Retirement and Pension Systems 
At June 30, 2023, 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. The amounts recognized by the College 
as its proportionate share of the net pension liability, the related State support, and the 
total portion of the net pension liability that was associated with the College were as 
follows: 
 

State's Proportionate Share of the Net Pension Liability 95,202,737$    
College's Proportionate Share of the Net Pension Liability -                     

Total 95,202,737$     
 
 
The net pension liability was measured as of June 30, 2022, and the total pension liability 
used to calculate the net pension liability was determined by actuarial valuations as of that 
date. 
 
For the year ended June 30, 2023, the College recognized pension expense of 
$10,921,837 and revenue of $10,921,837 for support provided by the State. Due to the 
special funding situation noted above related to the Teachers Retirement and Pension 
Systems, the College did not report deferred outflows of resources and deferred inflows 
of resources related to the Teachers Retirement and Pension Systems. 
 
Actuarial Assumptions 
The total pension liability in the following actuarial valuation was determined using the 
following actuarial assumptions, applied to all periods included in the measurement: 

 

Valuation Date June 30, 2022
Inflation - General 2.25%
Inflation - Wage 2.75%
Salary Increases 2.75% to 11.25% including inflation
Investment Rate of Return 6.80%
Mortality Rates PUB-2010 Generational Mortality

Table with Scale MP-2018 utilizing
fully generational mortality

improvement scale  
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
Teachers Retirement and Pension Systems (Continued) 
Actuarial Assumptions (Continued) 
The economic and demographic actuarial assumptions used in the June 30, 2022, 
valuation were adopted by the System’s Board of Trustees based upon review of the 
System’s experience study for the period 2014 to 2018, after completion of the June 30, 
2018, valuations. Assumptions from the experience study included investment return, 
inflation, COLA increases, mortality rates, retirement rates, withdrawal rates, disability 
rates, and rates of salary increase were adopted by the College for the first use in the 
actuarial valuation as of June 30, 2021. As a result, an investment return assumption of 
6.80% and an inflation assumption of 2.25% were used for the June 30, 2022, 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 weighting 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
Target Expected Real

Asset Class Allocation Rate of Return
Public Equity 37 % 6.00 %
Credit Opportunity 8 4.90
Real Assets 15 5.20
Absolute Return 6 3.50
Rate Sensitive 21 1.20
Private Equity 13 8.40

Total 100 %

2023

 
 
 

The above was the Board of Trustees adopted asset allocation policy and best estimate 
of geometric real rates for each major asset class as of June 30, 2023. 

 
For the year ended June 30, 2023, the annual money-weighted rate of return on pension 
plan investments, net of the pension plan expense was (2.97%). The money-weighted rate 
of return expresses investment performance, net of investment expense, adjusted for the 
changing amounts actually invested. 
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

A. Statewide Retirement Plans (Continued) 
Teachers Retirement and Pension Systems (Continued) 
Discount Rate 
The single discount rate used to measure the total pension liability was 6.80% as of 
June 30, 2022. This single discount rate was based on the expected rate of return on 
pension plan investments of 6.80% as of June 30, 2022. 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 rate 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 of June 30, 2022, as well as what the College’s net pension liability would 
be if it were calculated using a single discount rate that is 1% lower or 1% higher for the 
Employees Retirement and Pension Systems: 

 

Current
1% Decrease Discount Rate 1% Increase

College's Proportionate Share of
  the Net Pension Liability 25,280,632$  16,476,786$  9,171,634$    

2023

 
 
 

Due to the special funding situation noted above related to the Teachers Retirement and 
Pension Systems, the College did not record a net pension liability related to the Teachers 
Retirement and Pension Systems. 

 
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 that can be obtained at 
https://sra.maryland.gov/. 

 
B. The College’s Defined Benefit Pension Plan (Aetna) 

The College has a single-employer, defined benefit pension plan with Aetna. The plan 
provides for benefits to be paid to eligible employees at retirement, in conjunction with the 
other College retirement and pension plans. Full-time employees, who have been 
employed by the College prior to 1980 and contribute to an MSRS plan, are eligible to 
participate in this plan established under the authority of the College’s Board of Trustees. 
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

B. The College’s Defined Benefit Pension Plan (Aetna) (Continued) 
Plan Description 
Full-time employees who were employed by the College prior to 1980 and contribute to 
an MSRS plan are eligible to participate in this plan established under the authority of the 
College’s Board of Trustees. The plan provides for benefits to be paid to eligible 
employees at retirement, in conjunction with the other College retirement plans. The Aetna 
Retirement Plan issues a separate actuarial report that contains the results of the valuation 
of the College Retirement Plan as of July 1, 2022. That report may be obtained by writing 
to the Montgomery College Benefits Office, 9221 Corporate Blvd, Rockville, Maryland 
20850. 

 
Funding Policy 
Plan members are required to contribute 7% of their earnable compensation. 
Contributions to this plan are offset by contributions to the Maryland Teachers’ Retirement 
System or the Maryland State Retirement System. Contributions for year 2013 are based 
on the plan as amended most recently as of January 1, 1980. Interest on employee 
contributions is credited at a rate of 6% per year. 

 
Actuarial Cost Method and Valuation of Assets 
The Entry Age Normal Actuarial Cost Method was used to determine the Normal Cost and 
Actuarial Accrued Liability in accordance with generally accepted actuarial principles. Plan 
assets are listed at fair value as determined by the Aetna Insurance Company. The 
Actuarial Accrued Liability is based on a prorated portion of the present value of benefits 
earned to date and expected to be earned in the future. 

 
Benefits under this system vest after five years of service and are based on years of 
creditable service and salary rates. 

 
Employees Covered by Benefit Terms 
At June 30, 2023, the following employees were covered by the benefit terms: 
 

Inactive Employees or Beneficiaries Currently
  Receiving Benefits 194                 
Inactive Employees Entitled to But Not Yet
  Receiving Benefits 1                     
Active Employees 1                     

Total 196                  
 
 
Net Pension Liability 
The College’s net pension liability was measured as of June 30, 2022, and the total 
pension liability used to calculate the net pension liability was determined by actuarial 
valuations as of that date. 
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

B. The College’s Defined Benefit Pension Plan (Aetna) (Continued) 
Net Pension Liability (Continued) 
Actuarial Assumptions 
The following actuarial assumptions were applied to all periods included in the 
measurement: 

 

Valuation Date June 30, 2022
Inflation 2.50 %
Salary Increases 3.00 %
Investment Rate of Return 4.00 %  
 
 

Mortality rates were based on PUB-2010 Generational Mortality Table with Scale MP-2020 
utilizing participant classifications based on employment category. 

 
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-
term expected rate of return by weighting the expected future real rates of return by the 
target asset allocation percentage and by adding expected inflation. The target allocation 
and best estimates of arithmetic real rates of return for each major asset class are 
summarized in the following table: 

 
Target

Allocation
Asset Class June 30, 2022

Corporate Industrial 52.00 %
Corporate Foreign 1.00
Corporate Utilities 9.00
Commercial Mortgage Backed 3.00
Government 3.00
Agency Mortgage Backed 2.00
Asset Backed 2.00
Corporate Financial 21.00
Corporate High Yield 4.00
Corporate Emerging Markets 3.00

Total 100.00 %  
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

B. The College’s Defined Benefit Pension Plan (Aetna) (Continued) 
Net Pension Liability (Continued) 
Discount Rate 
The discount rate used to measure the total pension liability was 4.00% at June 30, 2022. 
The projection of cash flows used to determine the discount rate assumed that employee 
contributions will be made at the current contribution rate and that College contributions 
will be made at rates equal to the difference between actuarially determined contribution 
rates and the employee rate. Based on those assumptions, the pension plan’s fiduciary 
net position was projected to be available to make all projected future benefit payments of 
current active and inactive employees. 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. The average return on assets for the year ended June 
30, 2022, has been 4.00%. 

 
Changes in the Net Pension Liability (Asset) 

 
Plan

Total Fiduciary Net
Pension Net Position Pension
Asset Increase Asset

(Liability) (Decrease) (Liability)
Balance June 30, 2022 9,618,591$    14,675,867$  5,057,276$    

Changes for the Year:
Service Cost 2,494            -                   (2,494)           
Interest Cost 367,361         -                   (367,361)       
Assumption Changes -                   -                   -                   
Difference Between Expected and 
  Actual Experience - Liability 166,659         -                   (166,659)       
Difference Between Expected and 
  Actual Experience - Asset Side (35,580)         35,580          
Contributions - Employer
Net Investment Income -                   (1,687,949)     (1,687,949)     
Benefit Payments, Including
  Refunds of Employee
  Contributions (882,800)       (882,800)       -                   
Other Changes -                   (104,307)       (104,307)       

Net Changes (381,866)       (2,675,056)     (2,293,190)     
Balance June 30, 2023 9,236,725$    12,000,811$  2,764,086$     
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

B. The College’s Defined Benefit Pension Plan (Aetna) (Continued) 
Changes in the Net Pension Liability (Asset) (Continued) 
Sensitivity of the Net Pension Liability to Changes in the Discount Rate 
The following table presents the net pension liability of the College, calculated using the 
discount rate as well as what the College’s net pension liability would be if it were 
calculated using a discount rate that is 1% lower or 1% higher than the current rate: 

 

Current
1% Decrease Discount Rate 1% Increase

(3%) (4%) (5%)
Total Pension Liability 9,979,568$    9,236,725$    8,587,700$    
Plan Fiduciary Net Position 12,000,811    12,000,811    12,000,811    

Net Pension Asset (2,021,243)$   (2,764,086)$   (3,413,111)$   

June 30, 2022

 
 
 

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 
For the year ended June 30, 2023, the College recognized pension expense of $177,302. 
At June 30, 2023, the College reported deferred outflows of resources and deferred 
inflows of resources related to pensions from the following sources: 
 

Deferred Deferred
Outflows Inflows

of Resources of Resources
Net Difference Between Projected and Actual
  Earnings on Pension Plan Investments 1,224,141$      -$                   
College Contributions Subsequent to the 
  Measurement Date -                     -                     

Total 1,224,141$      -$                   
 

 
 
Amounts reported as deferred outflows of resources and deferred inflows of resources 
related to pensions will be recognized in pension expense as follows: 
 

Year End June 30: Amount
2024 12,570$          
2025 268,487          
2026 491,997          
2027 451,087          
2028 -                     

Thereafter -                      
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NOTE 13 RETIREMENT PLANS (MC) (CONTINUED) 

B. The College’s Defined Benefit Pension Plan (Aetna) (Continued) 
Payable to the Pension Plan 
At June 30, 2023, the College did not report any payables for the outstanding amount of 
contributions to the pension plan required for the year ended June 30, 2023. 
 

C. Optional Defined Contribution Plan 
Professional employees otherwise eligible to join the State of Maryland Plan may choose 
instead to join the Optional Retirement Plan administered by the State of Maryland. This 
plan is a noncontributory defined contribution plan. The plan provides for retirement and 
death benefits. The plan was established by and can be amended by the State Legislature. 
The State of Maryland contributes 7.25% of eligible salaries on behalf of the College. For 
the year ended June 30, 2023, the contribution made by the State of Maryland was 
$4,593,409, which has been included as both revenues and expenses in the 
accompanying statement of revenues, expenses, and changes in net position. 
 
 

NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 

General Information about the OPEB Plan 
Plan Description 
The College provides postemployment health care, dental and life insurance benefits for 
retired employees through a defined benefit plan. The plan is accounted for as a trust fund 
and an irrevocable trust was established on June 16, 2008, to account for the plan. In October 
2013, the Board of Trustees resolved to combine the Montgomery College (MCRBP) OPEB 
Trust Fund with the Montgomery County OPEB Trust Fund (CRHBT). The Consolidated 
Retiree Health Benefits Trust (CRHBT) is an agent multiple- employer defined healthcare 
benefits plan. Total assets in excess of $30 million were transferred over to the County trust 
fund over a period of months, with the last transfer occurring early in 2014. The Board of 
CRHBT Trustees has the exclusive authority to manage the assets of the CRHBT. The Board 
of Trustees consists of 19 trustees and functions as part of the County. Separate financial 
statements are issued for the CRHBT and are a part of the financial statements of 
Montgomery County, Maryland. Separate financial statements for the June 30, 2022, OPEB 
Trust Fund can be obtained at https://www.montgomerycountymd.gov. 

 
Eligibility and Membership 
In order to be considered “eligible”, the retiree must have been enrolled in the College’s or 
another employer’s group insurance program for five years prior to retirement and commence 
receipt of pension/annuity/periodic distribution benefits from an MSRS or ORP plan 
immediately upon termination from the College. ORP annuitants must meet the same age and 
service retirement eligibility criteria as MSRS participants. 
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NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 
(CONTINUED) 

General Information about the OPEB Plan (Continued) 
Benefits Provided 
MCRBP provides healthcare, dental and life insurance benefits for retirees and their 
dependents. Benefits are provided through a third-party insurer, and the full cost of the 
benefits is covered by the plan. 

 
Employees Covered by Benefit Terms 
At June 30, 2023, the following employees were covered by the benefit terms: 
 

Plan Members or Beneficiaries Currently Receiving
  Benefit Payments 669                 
Inactive Plan Members Entitled to But Not Yet
  Receiving Benefit Payments -                     
Active Plan Members 1,754              

Total 2,423               
 
 

Contributions 
The College’s authority to contribute to other postemployment benefit provisions and 
obligations is established and may be amended by the Board of Trustees. The College will 
pay 40% of health care premiums for employees hired prior to July 1, 2011 or earlier, and 
retire with 5 but less than 10 years of service; the College will pay 60% of health care 
premiums for employees hired prior to July 1, 2011 or earlier, and retire with 10 or more 
years of service.  The College will pay 40% of health care premiums for employees hired on 
or after July 1, 2011 and retire with 15 but less than 20 years of service; and, the College 
will pay 60% of health care premiums for employees hired on or after July 1, 2011, and 
retire with 20 or more years of service.  

 
The College contributes 80% of the cost of retiree life insurance.  

 
The remaining costs of these benefits are borne by the participants. For the fiscal year ended 
June 30, 2023, the College contributed $4,433,431 and the retirees contributed $2,862,710 in 
premiums. 

 
Net OPEB Liability 
For the year ended June 30, 2023, the College’s net OPEB liability was measured as of 
June 30, 2022, and the total OPEB liability used to calculate the net OPEB liability was 
determined by an actuarial valuation as of July 1, 2022. 
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NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 
(CONTINUED) 

Net OPEB Liability (Continued) 
Actuarial Assumptions 
The total OPEB liabilities determined using the July 1, 2022, actuarial valuation were 
determined using the following actuarial assumptions, applied to all periods included in the 
measurement, unless otherwise specified: 

 
June 30, 2023

Valuation Date July 1, 2022
Inflation 2.50%
Salary Increases 3.00%
Investment Rate of Return 7.50%, net of OPEB plan investment expense, including

  inflation
Healthcare Cost Trend Rates Pre-65: 7% in 2022 with an ultimate rate of 4.50%

  in 2062
Post-65: 6% in 2022 with an ultimate rate of 4.50%
  in 2062  

 
 

Mortality rates used in the July 1, 2022, valuation were based on the PUB-2010 Generational 
Mortality Table with Scale MP-2021 utilizing “teachers” and “general” classifications per 
participant based on employment category. 

 
The actuarial assumptions used in the July 1, 2022, valuation were based on the results of an 
actuarial experience study for the period July 1, 2020, to June 30, 2021. 

 
The assets of CRHBT are managed by the County. The following target allocation was 
adopted in the asset allocation policy as of June 30, 2023, by the CRHBT’s Board. The long-
term expected rate of return on CRHBT plan investments was determined by the County using 
a building block method in which best estimate ranges of expected future real rates of return 
(expected returns, net of OPEB plan investment expense and inflation) are developed for each 
major asset class. These ranges are combined to produce the long-term expected rate of 
return by weighting the expected future real rates of return by the target asset allocation 
percentage and by adding expected inflation. 
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NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 
(CONTINUED) 

Net OPEB Liability (Continued) 
Actuarial Assumptions 
Best estimates of geometric real rates of return for each major asset class included in the 
OPEB plan’s target asset allocation as of June 30, 2023, are summarized in the following 
table: 

 

Long-Term
Target Expected Real 

Asset Class Allocation Rate of Return

Domestic Equities 18.25 % 1.90 %
International Equities 10.00 2.30
Emerging Market Equities 5.10 6.50
Global Equities 4.65 3.00
Private Equity 8.00 6.40
Credit Opportunities 2.00 5.90
High Yield Bonds 7.50 4.10
Emerging Markets Debt 2.50 5.00
Directional Hedge Funds 2.50 3.00
Long Duration Fixed Income 9.50 1.70
Cash 1.00 1.30
Diversifying Hedge Funds 2.50 4.20
Global ILs 16.50 1.80
Private Real Assets 5.00 5.30
Public Real Assets 5.00 3.60

Total 100.00 %  
 
 

Discount Rate 
The blended discount rate used to measure the total OPEB liability was 7.46% for the year 
ended June 30, 2023. The discount was the blended rate used the 20-year municipal bond 
rate to measure the liability for the period July 1, 2022. The Plan’s fiduciary net position was 
not projected to be available to make all projected future benefit payments for current Plan 
members. The projected “depletion date” when projected benefits are not covered by 
projected assets is 2077. Therefore, the long-term expected rate of return on Plan investments 
of 7.50% per annum was not applied to all periods of projected benefit payments to determine 
the total OPEB liability as of June 30, 2023. 
  



MONTGOMERY COLLEGE 
NOTES TO FINANCIAL STATEMENTS 

YEAR ENDED JUNE 30, 2023 
 
 
 

(71) 

NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 
(CONTINUED) 

Changes in Net OPEB Liability 
Plan Fiduciary 
Net Position 

Total OPEB Increase Net OPEB
 Liability (Decrease) Liability

(a) (b) (a) - (b)
Balance - June 30, 2022 132,316,444$  90,041,525$    42,274,919$    

Changes for the Year:
Service Cost 3,114,614        -                     3,114,614        
Interest 9,457,428        -                     9,457,428        
Differences Between Expected 
  and Actual Experience 479,310          -                     479,310          
Assumption Changes (24,635,440)     -                     (24,635,440)     
Contributions - Employer -                     9,748,255        (9,748,255)      
Contributions - Employee -                     -                     
Net Investment Income -                     (8,961,816)      8,961,816        
Benefit Payments (3,767,571)      (3,767,571)      -                     
Administrative Expense -                     (372,302)         372,302          

Net Changes (15,351,659)     (3,353,434)      (11,998,225)     
Balance - June 30, 2023 116,964,785$  86,688,091$    30,276,694$     
 
 
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate and 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 a discount rate that is 1% lower or 1% higher 
than the current discount rate: 

 

Current
1% Decrease Discount Rate 1% Increase

(6.46%) (7.46%) (8.46%)
Total OPEB Liability 133,099,064$  116,964,785$  103,677,418$  
Plan Fiduciary Net Position 86,688,091      86,688,091      86,688,091      

Net OPEB Liability 46,410,973$    30,276,694$    16,989,327$     
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NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 
(CONTINUED) 

Changes in Net OPEB Liability 
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 rates that are 1% 
lower or 1% higher than the current healthcare cost trend rates: 

 

Current
1% Decrease Trend Rate 1% Increase

(3.50% to (4.50% to (5.50% to
6%) 7%) 8%)

Total OPEB Liability 103,468,659$  116,964,785$  133,706,721$  
Plan Fiduciary Net Position 86,688,091      86,688,091      86,688,091      

Net OPEB Liability 16,780,568$    30,276,694$    47,018,630$     
 
 

The College’s OPEB plan is administered by the County’s Consolidated Retiree Health 
Benefits Trust. The condensed financial statements for the OPEB plan trust may be obtained 
by writing to the Montgomery County Finance Office, 101 Monroe Street #15, Rockville, 
Maryland 20850. 

 
OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB 
For the year ended June 30, 2023, the College recognized OPEB expense of $133,072. At 
June 30, 2023, 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 1,611,945$      3,216,573$      
Changes of Assumptions 15,675,884      58,065,452      
Net Difference Between Projected and Actual 
  Earnings on OPEB Plan Investments 5,793,391        -                     
College Contributions Subsequent to the 
  Measurement Date 6,217,293        -                     

Total 29,298,513$    61,282,025$     
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NOTE 14 POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB) (MC) 
(CONTINUED) 

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB (Continued) 
The amount of $6,217,272 reported as deferred outflows of resources related to OPEB 
resulting from College contributions subsequent to the measurement date will be recognized 
as a reduction in net OPEB liability in the year ended June 30, 2024. Other amounts reported 
as deferred outflows of resources and deferred inflows of resources related to OPEB will be 
recognized in OPEB expense as follows: 
 

Year Ending June 30: Amount
2024 (5,631,108)$     
2025 (5,579,107)      
2026 (5,449,039)      
2027 (7,454,313)      
2028 (8,747,542)      

Thereafter (5,339,696)      
Total (38,200,805)$    

 
 
 

NOTE 15 STATE AND COUNTY EXPENDITURES (MC) 

The County issues general obligation bonds, the proceeds from which are transferred to the 
College for the purpose of financing acquisition of land, buildings, and equipment. For the 
year ended June 30, 2023, the County made principal payments of $19,413,598 and interest 
payments of $9,420,403 on these bonds. 
 
The Capital Improvements Program (CIP) for the College is approved biennially by the 
County. The approval of some projects includes funding from other governmental agencies. 
All funds transferred to the College for CIP expenditures come directly from the County, with 
governmental reimbursements made directly by those organizations back to the County for 
their share of project costs. The amount listed under the Current Asset designation as CIP 
receivable as of June 30, 2023, is due to the following organizational participation in CIP 
expenditures: 
 

Montgomery County 7,606,972$      
State of Maryland 2,505,904        

Total 10,112,876$     
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NOTE 16 TUITION WAIVER (MC) 

The authority of the College’s Board of Trustees to set tuition and fees is limited by statute 
and the General Assembly has waived tuition (an in some instances mandatory fees) for 
certain students, including:  

 
 Students with Disabilities (Md. (Educ.) Code Ann. Section 16-106(c))  
 Senior Citizens (Md. (Educ.) Code Ann. Section 16-106 (b)) 
 Maryland National Guard Members (Md. (Educ.) Code Ann. Section 11-403)  
 Foster Care Recipients (Md. (Educ.) Code Ann. Section 15-106.1)  
 Unaccompanied Homeless Youth (Md. (Educ.) Code Ann. Section 15-106.1) 
 Parents of Deaf or Hard of Hearing Children (Md. (Educ.) Code Ann. Section 15- 

106.10 
 
During the year ended June 30, 2023, the College waived $1,119,147 in credit and $609,586 
in noncredit tuition for the above affected populations.  
 
The College offers a tuition waiver program for eligible employees who can enroll in credit 
only courses which are outside of the individual’s normal working hours. The College offers a 
tuition waiver program whereby the College waives credit tuition for dependents/spouses of 
eligible College employees. 
 
For the fiscal year ended 2023, the College waived $484,791 for its employees and their 
dependents. The total tuition amount waived for the College for the fiscal year ended 2023 is 
$2,213,524. 
 
 

NOTE 17 INCOME TAX STATUS (MC, PIC MC, AND MCF) 

The College is exempt from federal and state income taxes under Section 115 of the Internal 
Revenue Code, except as to unrelated business income. The College had no unrelated 
business income for the year ended June 30, 2023. 
 
The Foundation and PIC MC are exempt from federal and state income taxes under 
Section 501(c)(3) of the Internal Revenue Code and related state statutes, except as to 
unrelated business income. The Foundation and PIC MC had no unrelated business income 
for the year ended June 30, 2023. 
 
The Foundation and PIC MC follow accounting guidance related to Accounting for Uncertainty 
in Income Taxes, which provides guidance on recognition, classification, and disclosure 
concerning uncertain tax liabilities. The evaluation of a tax position requires disclosure of a 
tax liability if it is more likely than not that it will not be sustained upon examination by the 
Internal Revenue Service. Management has analyzed the Foundation and PIC MC’s tax 
positions, and has concluded that as of June 30, 2023, there are no uncertain positions taken 
or expected to be taken that would require disclosure in the financial statements. 
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NOTE 18 RISK MANAGEMENT – SELF-INSURANCE (MC) 

The College, as a component unit of the County, participates in the County’s self-insurance 
risk pool for liability and property coverage and maintains its own self-insurance pool for health 
and dental benefits. The College and the County account for risk financing activities in 
accordance with GASB No. 10, entitled Accounting and Financial Reporting for Risk Financing 
and Related Insurance Issues. 
 
Pursuant to legislation effective April 17, 1978, which enacted a revised Section 20-37 of the 
Montgomery County Code of 1972, Montgomery County was authorized to provide for an 
adequate comprehensive insurance program including but not limited to comprehensive 
general liability, auto, fire, boiler, workmen’s compensation and comprehensive auto liability. 
The County was further empowered to provide for this insurance by a self-insurance program, 
by purchased insurance coverage; or, by a combination thereof. The self-insurance program 
is known as the Montgomery County Self-Insurance Program (MCSIP). Furthermore, the 
County was authorized to cooperate with and enter into agreements with Participating 
Agencies including the College. 
 
The College entered into a Participating Agency Agreement on June 30, 1978 with 
Montgomery County, Maryland for the purposes of providing financial protection against 
certain liability and property risks, as well as Maryland statutory workers’ compensation 
benefits. Other program participants are qualifying County government agencies. Commercial 
coverage is purchased for claims in excess of coverage by the self-insurance fund and for 
other risks not covered by the fund. Claims that have been settled in the current fiscal year 
pursuant to this coverage have not exceeded the coverage limits. 
 
An inter-agency insurance panel was established to advise the participating agencies on risk 
management and all aspects of a comprehensive loss control program. The panel is 
responsible for preparing an annual budget to determine each participating agency’s 
allocation for coverage. The panel is responsible for assessing charge-back assessments and 
additional premiums as deemed necessary. 
 
Premiums are charged to the appropriate College fund with no provision made for any 
additional liability in addition to premiums, unless assessed by the program. As of June 30, 
2023, there have been no significant reductions in coverage from the previous year, no deficit 
is anticipated and no additional assessments are planned or anticipated.  
 
The College is self-insured for health and dental benefits provided to its employees. To protect 
itself against significant losses, the College has stop-loss policies in place for individual 
participant claims in excess of $300,000 per year and aggregate annual participant claims in 
excess of 125% of projected claims. The College has a contract with an administrative service 
provider to process participant claims under these programs. Liabilities are reported when it 
is probable that a loss has occurred and the amount of that loss can be reasonably estimated. 
Liabilities include an amount for claims that have been incurred but not reported. Because 
actual claim liabilities depend on such complex factors as inflation, changes in legal doctrines 
and damage awards, the process used in computing claims liabilities does not necessarily 
result in an exact amount. Claims liabilities are reevaluated periodically to take into 
consideration recently settled claims, the frequency of  
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NOTE 18   RISK MANAGEMENT – SELF INSURANCE (MC) (CONTINUED) 
 
claims, and other economic and social factors. Changes in the balance of claims payable 
relative to the health and dental self-insurance fund for the year ended June 30, 2023, are as 
follows. Claims liabilities are included in accounts payable and accrued expenses on the 
statement of net position. 
 
Balance - June 30, 2022 1,293,000$      

Claims and Changes in Estimates 19,495,533      
Claims Payments (19,376,533)     

Balance - June 30, 2023 1,412,000$       
 
 

NOTE 19 COMMITMENTS AND CONTINGENCIES (MC AND MCF) 

Multi-Purpose Contracts (MC) 
The College has entered into several multi-purpose contracts that improve and support the 
operational and infrastructure functionality of the College expiring in 2028. At June 30, 2023, 
payments for the contract agreements and purchase agreements for the next five years are 
as follows: 
 

Year Ending June 30, Amount
2024 27,028,860$    
2025 20,155,772      
2026 15,206,564      
2027 4,194,844        
2028 12,000            
Total 66,598,041$     

 
 
Construction in Progress Contracts (MC) 
As of June 30, 2023, there were uncompleted contracts amounting to $21,404,458 for 
construction activity at all campuses. Retainage on construction contracts is not included in 
this amount, but is shown in the financial statements within accounts payable. 
 
Legal (MC) 
The College currently is the defendant in four legal actions pending as of the issuance of these 
financial statements. It is the opinion of the College’s management, after conferring with legal 
counsel, that the liability, if any, which might arise from these lawsuits would not have a 
material adverse effect on the College’s financial position. 
 
Contingencies (MC) 
Montgomery County and the State of Maryland provide significant resources to the College 
and as such, the economic condition of the state and local region has a major bearing on the 
future economic health of the College. Both governments continue to evaluate the financial 
impacts and revisions necessary to their financial projections, however, it is impossible to 
predict with certainty what future adjustments to the College’s revenue may ensue.  
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NOTE 20 FAIR VALUE (MC AND MCF) 

The College and Foundation categorizes their fair value measurements within the fair value 
hierarchy established by generally accepted accounting principles, as follows: 
 

Level 1 – Valuations based on unadjusted quoted prices for identical assets or liabilities 
in active markets. 

 
Level 2 – Valuations based on quoted prices for similar assets or liabilities in active 
markets or identical assets or liabilities in less active markets, such as dealer or broker 
markets. 
 
Level 3 – Valuations derived from valuation techniques in which one or more significant 
inputs or significant value drivers are unobservable, such as pricing models, discounted 
cash flow models and similar techniques not based on market, exchange, dealer, or 
broker-traded transactions. 
 

The asset or liability’s measurement level within the fair value hierarchy is based on the lowest 
level of any input that is significant to the fair value measurement. Valuation techniques used 
must maximize the use of observable inputs and minimize the use of unobservable inputs. 
 
Assets at Fair Value (MCF) 
As of June 30, 2023, assets measured at fair value on a recurring basis are summarized by 
level within the fair value hierarchy as follows: 
 

Total
Level 1 Level 2 Level 3 Fair Value

Mutual Funds, by Type:
Alternatives 2,999,890$      -$                       -$                       2,999,890$      
Bond 594,671            -                         -                         594,671            
Equity 9,299,661        -                         -                         9,299,661        
Fixed Income 9,524,159        -                         -                         9,524,159        
Growth 3,752,767        -                         -                         3,752,767        
International 4,997,333        -                         -                         4,997,333        
Real Estate 1,442,807        -                         -                         1,442,807        
Value 1,496,230        -                         -                         1,496,230        

Subtotal 34,107,518      -                         -                         34,107,518      
Assets Held for Charitable Gift Annuities:

Mutual Funds, by Type:
    Alternatives 3,007                3,007                

Bond 618                   -                         -                         618                   
Equity 22,509              -                         -                         22,509              
Fixed Income 15,618              -                         -                         15,618              
Growth 7,267                -                         -                         7,267                
International 19,124              -                         -                         19,124              
Value 1,126                -                         -                         1,126                

Subtotal 69,269              -                         -                         69,269              
Total Assets, at Fair Value 34,176,787$    -$                       -$                       34,176,787$     
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NOTE 20 FAIR VALUE (MC AND MCF) (CONTINUED) 

Liabilities at Fair Value (MCF) 
Annuity Obligations 
The fair value of the Foundation’s annuity obligations is based on the net present value of the 
anticipated benefit. As benefit payments are made, the liability is adjusted based on an 
amortization schedule. 

Liabilities for charitable gift annuities are classified as follows at June 30, 2023: 

Total
Level 1 Level 2 Level 3 Fair Value

Annuity Obligations,
  at Fair Value -$  -$  719,894$     719,894$     

NOTE 21 NET ASSETS WITH DONOR RESTRICTIONS (MCF) 

Net assets with donor restrictions are restricted for the following purposes or periods. 

Subject to Expenditure for Specific Purpose:
General Use Programs 5,012,830$      
Scholarships 3,282,783        
Annuity Funds 31,337            

Total 8,326,950        
Endowments:

Subject to Appropriation and Expenditure:
General Use Programs 2,866,177        
Scholarship 2,118,579        

Total 4,984,756        
Amounts Required to be Maintained in Perpetuity:

Scholarship 20,947,027      
General Use Programs 8,533,009        
Student and Faculty Support 111,642          

Total 29,591,678      
Total Endowments 34,576,434      
Total Net Assets with Donor Restrictions 42,903,384$    

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purpose or by occurrence of the passage of time or other events specified by the 
donors as follows for the year ended June 30, 2023: 

Satisfaction of Purpose Restrictions:
General Use Programs 1,136,863$      
Scholarship 3,058,766        

Total Satisfaction of Purpose Restrictions 4,195,629$      
Total Net Assets Released from Restrictions 4,195,629$      
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NOTE 22 ENDOWMENT (MCF) 

The Foundation’s endowment consists of 355 individual funds established for a variety of 
purposes. As required by accounting principles generally accepted in the United States of 
America (GAAP), net assets associated with endowment funds are classified and reported 
based on the existence or absence of donor-imposed restrictions. 

Interpretation of Relevant Law 
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 retains in 
perpetuity (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. Donor-restricted amounts not 
retained in perpetuity are subject to appropriation 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 deciding to appropriate or 
accumulate donor-restricted endowment funds: 

1. The duration and preservation of the fund,
2. The purposes of the Foundation and the donor-restricted endowment fund,
3. General economic conditions,
4. The possible effect of inflation and deflation,
5. The expected total return from income and the appreciation of investments,
6. Other resources of the Foundation, and
7. The investment policies of the Foundation.

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 
consist of those assets of donor-restricted funds that the Foundation must hold in perpetuity 
or for a donor-specified period(s). Under this policy, as approved by the Board of Directors, 
the investment return objective is to attain (1) an average annual total return of CPI plus 5% 
(nominal return net of investment management fees) over the long term (up to a rolling five-
year period), and (2) a passive blended benchmark that is reflective of the portfolio guidelines. 
The goal is to combine various asset classes to achieve diversification and at the same time 
balance the risk and return. Actual returns in any given year may vary from this amount. 
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NOTE 22 ENDOWMENT (MCF) (CONTINUED) 

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. 

Spending Policy and How the Investment Objectives Relate to Spending Policy 
The Foundation has a policy of appropriating for distribution each year up to 5.0% of its 
endowment fund’s average fair value over the prior 12 quarters, through March 31, of the 
preceding fiscal year in which the distribution is planned. In establishing this policy, the 
Foundation considered the long term expected return on its endowment. Accordingly, over 
the long term, the Foundation expects the current spending policy to allow its endowment to 
grow at a moderate annual rate. This is consistent with the Foundation’s objective to maintain 
the purchasing power of the endowment assets held in perpetuity or for a specified term as 
well as to provide additional real growth through new gifts and investment return. 

The Foundation had the following changes in the endowment net assets for the fiscal year 
ended June 30, 2023: 

Without
Donor With Donor

Restrictions Restrictions Total
Endowment Net Assets - Beginning of Year (44,771)$          32,488,487$    32,443,716$    

Contributions - 1,195,831 1,195,831        
Appropriations of Endowment Assets for Expenditures - (1,376,968) (1,376,968)       

Endowment Net Assets After Contributions
  and Expenditures (44,771)             32,307,350      32,262,579      

Net Investment Return 18,634              2,269,084        2,287,718        
Subtotal (26,137)             34,576,434      34,550,297      

Endowment Net Assets - End of Year (26,137)$          34,576,434$    34,550,297$    

The donor-restricted endowment balances above include pledges receivable of $779,788 for 
the year ended June 30, 2023. The endowment assets are primarily comprised of the 
Foundation’s investments as detailed in Note 3. The remaining endowment assets are 
comprised of cash. 

The Foundation maintains a general endowment, where the donors have specified all 
earnings are without donor restrictions for general Foundation operations. Accumulated 
earnings without donor restrictions of $-0- were transferred to the Foundation’s Without Donor 
Restrictions Fund on June 30, 2023. 
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NOTE 22 ENDOWMENT (MCF) (CONTINUED) 

Funds with Deficiencies 
From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or SPMIFA requires the Foundation 
to retain as a fund of perpetual duration. In accordance with GAAP, deficiencies of this nature 
that are reported in net assets without donor restrictions were $167,929 as of June 30, 2023. 

NOTE 23 PROGRAM SERVICE DESCRIPTIONS (MCF) 

Scholarships 
Scholarships are established by donors’ contributions and are awarded to students who have 
met the donors’-imposed restrictions. During the 2018-2019 academic year, Montgomery 
College began competing at the Division I and Division II levels of the National Junior College 
Athletic Association. As a result, the Foundation is now providing athletic scholarships. 

Student Athletics 
The Student Athletics program is a designated program established for use by the College’s 
athletic department. The program reimburses the athletic department for certain expenses 
incurred during the year. 

Student and Faculty Support 
The Student and Faculty Support program distributes grants and awards to deserving 
individuals and academic programs. This program also includes noncash donations received 
which are subsequently given to the College. Noncash donations for fiscal year 2023 were 
valued at $115,468 and are included in Other Noncash Contributions on the statement of 
activities. 
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NOTE 24 BLENDED COMPONENT UNIT (MC) 

The condensed statement of net position and condensed statement of revenues, expenses, 
and changes in net position as of June 30, 2023 and for the year then ended for the College’s 
blended component unit, PIC MC, are as follows: 

Assets:
Cash and Cash Equivalents 737,774$         
Current Investments 5,195,252        
CIP - Land Development Cost 384,186          

Total Assets 6,317,212        

Liabilities and Net Position:
Accounts Payable and Accrued Liabilities 79 
Current Unearned Revenue 63,462            
Noncurrent Unearned Revenue 5,494,739        
Unrestricted Net Position 758,932          

Total Liabilities and Net Position 6,317,212        

Revenue:
Land Lease Income 63,462            
Investment and Interest Income 89,335            
Unrealized Gains 206,425          

Total Revenue 359,222          
Expenses:

Contracted Services 84,790            
Professional Fees 19,712            
Other 9,623

Total Expenses 114,125          
Increase in Net Position 245,097          
Net Position - Beginning of Year 503,965          
Net Position - End of Year 749,062$         
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NOTE 25 SUBSEQUENT EVENTS (MC AND MCF) 

Management evaluated subsequent events through REPORT DATE, the date the financial 
statements were available to be issued. Events or transactions occurring after June 30, 2023, 
but prior to REPORT DATE, that provided additional evidence about conditions that existed 
at June 30, 2023, have been recognized in the financial statements for the year ended June 
30, 2023. Events or transactions that provided evidence about conditions that did not exist at 
June 30, 2023, but arose before the financial statements were available to be issued have not 
been recognized in the financial statements for the year ended June 30, 2023. 
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2023 2022 2021 2020 2019 2018 2017 2016 2015 2014
Total OPEB Liability:

Service Cost 3,114,614$       3,431,907$       4,753,151$       6,132,544$       4,557,297$       4,744,380$       N/A * * *
Interest Cost 9,457,428         8,663,407         10,615,837       10,886,769       7,604,353         6,966,124         N/A
Changes of Benefit Terms - - - (8,418,627)       - - N/A
Differences Between Expected
and Actual Experiences 479,310            (1,718,552)       1,950,635         (2,246,221)       (2,159,551)       - N/A
Changes of Assumptions (24,635,440)     (7,923,342)       (43,694,687)     (4,096,123)       41,715,554       (6,886,378)       N/A
Benefit Payments (3,767,571)       (3,247,681)       (3,217,190)       (2,303,118)       (2,407,959)       (2,396,867)       N/A

Net Change in Total
  OPEB Liability (15,351,659)     (794,261)          (29,592,254)     (44,776)            49,309,694       2,427,259         N/A

Total OPEB Liability - Beginning
  of Year 132,316,444     133,110,705     162,702,959     162,747,735     113,438,041     111,010,782     N/A

Total OPEB Liability -
  End of Year 116,964,785$   132,316,444$   133,110,705$   162,702,959$   162,747,735$   113,438,041$   111,010,782$     

Plan Fiduciary Net Position:
Contributions - Employer 9,748,255$       9,120,626$       8,957,846$       2,678,670$       2,959,959$       3,920,867$       N/A
Contributions - Member - - - - N/A
Net Investment Income (8,961,816)       17,649,600       3,154,757         4,310,925         4,790,544         5,158,139         N/A
Benefit Payments (3,767,571)       (3,247,681)       (3,217,190)       (2,303,118)       (2,407,959)       (2,396,867)       N/A
Administrative Expense (372,302)          (349,945)          (349,656)          (375,552)          (398,489)          (226,832)          N/A

Net Change in Plan
  Fiduciary Net Position (3,353,434)       23,172,600       8,545,757         4,310,925         4,944,055         6,455,307         N/A

Plan Fiduciary Net Position -
  Beginning of Year 90,041,525       66,868,925       58,323,168       54,012,243       49,068,188       42,612,881       N/A

Plan Fiduciary Net
  Position - End of Year 86,688,091$     90,041,525$     66,868,925$     58,323,168$     54,012,243$     49,068,188$     42,612,881$       

Net OPEB Liability 30,276,694$     42,274,919$     66,241,780$     104,379,791$   108,735,492$   64,369,853       68,397,901$       

Net Position as a Percentage of
  OPEB Liability 74.11% 68.05% 50.24% 35.85% 33.19% 43.26% 38.39%
Covered-Employee Payroll 152,686,816$   162,224,858$   159,006,457$   163,017,095$   162,110,506$   153,024,708$   156,386,137$     
Net OPEB Liability as a Percentage
  of Payroll 19.83% 26.06% 41.66% 64.03% 67.07% 42.07% 43.74%

Changes in Assumptions -
  Discount Rate 7.46% 7.08% 6.42% 6.38% 6.49% 6.51%

NOTES TO SCHEDULE
Benefit Changes - None

*Information prior to fiscal year 2017 was not available and the College will accumulate each year until 10 years of data becomes available.

- a change in Healthcare claims costs and trend rates
2023 Changes:
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2023 2022 2021 2020 2019 2018 2017 2016

Actuarially Determined Contribution N/A* 9,748,255$  9,120,626$       8,957,846$       7,208,000$       6,685,000$       6,201,741$       5,327,809$       
Contributions in Relation to the
  Actuarilly Determined Contribution 6,217,293$  9,748,255$  9,120,626         8,957,846         2,678,670         2,959,959         3,920,867         4,918,600         

Contribution Deficiency N/A* -$             -$ -$ 4,529,330$       3,725,041$       2,280,874$       409,209$          

Covered Employee Payroll N/A* 152,686,816 162,224,858$   159,006,457$   163,017,095$   162,110,506$   153,024,708$   156,386,137$   
Contributions as a Percentage
  of Payroll N/A* 6.38% 3.15% 5.63% 1.64% 1.83% 2.56% 3.15%

Actuarial Cost Method
Amortization Method
Amortization Period
Asset Valuation Method
Inflation
Healthcare Cost Trend Rates

Salary Increases
Investment Rate of Return 
Retirement Age
Mortality

Projected unit credit with 30-year open amortization period for unfunded accrued liability

NOTES TO SCHEDULE
Valuation Date:  Actuarially determined contribution rates are calculated as of June 30, one year prior to the end of the fiscal year in which contributions are reported.
Methods and Assumptions Used to Determine Contribution Rates:

Actuarial changes amortized over future working lifetime
30 years
Market value
2.50%
Pre-65: 7% for 2022 with an ultimate rate of 4.50% in 2062
65+: 6% for 2022 with an ultimate rate of 4.50% in 2062

**Information prior to fiscal year 2017 was not available and the College will accumulate each year until 10 years of data becomes available.

3%
7.50%, net of OPEB plan investment expense, including inflation
Participants are assumed to retire at various likelihoods beginning with 5% at age 55 and ending with 100% at age 70.
PUB-2010 Generational Mortality Table with Scale MP-2021 utilizing “teachers” and “general” classifications per participant based on employment c

*The information for the 2021 actuarially determined contribution and the related data will become available upon completion of the next actuarial valuation.
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2023 2022 2021 2020 2019 2018 2017 2016 2015
Employees' Retirement and Pension System:

College's Proportion of the Net Pension Liability 0.082349% 0.082260% 0.079373% 0.777400% 0.758710% 0.671106% 0.705858% 0.671060% 0.583723%
College's Proportionate Share of the Net
  Pension Liability 16,476,786$    12,340,896$    17,939,287$       16,034,349$     15,918,950$     14,511,796$     16,654,033$     13,957,122$    10,359,173$    
College's Covered Employee Payroll 16,184,045$    17,781,004$    18,186,094$       18,377,104$     18,071,802$     17,269,398$     17,016,823$     16,422,879$    15,375,630$    
College's Proportionate Share of the Net Pension
  Liability as a Percentage of Its Covered Employee
  Payroll 101.81% 69.40% 98.64% 87.25% 88.09% 84.03% 96.44% 82.02% 67.66%
Plan Fiduciary Net Position as a Percentage of the
  Total Pension Liability 71.75% 76.76% 66.29% 67.98% 68.36% 66.71% 62.97% 66.26% 73.65%

Teacher's Retirement and Pension System:
College's Proportion of the Net Pension Liability 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
College's Proportionate Share of the Net Pension
  Liability -$  -$  -$ -$ -$ -$ -$ -$  -$  
State's Proportionate Share of the Net Pension
  Liability of the College 95,202,737      73,432,130      118,986,582       112,803,138     118,776,214     123,398,174     121,506,969     92,046,440      69,065,207      

Total 95,202,737$    73,432,130$    118,986,582$     112,803,138$   118,776,214$   123,398,174$   121,506,969$   92,046,440$    69,065,207$    

College's Covered Employee Payroll 68,224,589$    68,090,949$    68,371,489$       66,419,004$     67,984,113$     66,906,516$     66,536,656$     63,045,184$    59,003,580$    
College's Proportionate Share of the Net Pension
  Liability as a Percentage of Its Covered Employee
  Payroll 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Plan Fiduciary Net Position as a Percentage of the
  Total Pension Liability 79.47% 85.40% 73.84% 75.43% 73.35% 71.41% 67.95% 70.76% 69.53%

Aetna Pension Plan:
College's Proportion of the Net Pension Liability 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
College's Proportionate Share of the Net Pension
  (Asset) Liability (2,764,086)$     (5,057,276)$     (4,575,231)$       (3,361,272)$     (2,553,823)$     (2,680,419)$     (1,005,484)$     254,019$         (1,213,552)$     
College's Covered Employee Payroll 133,640$         133,640$         129,750$            240,247$          235,421$          343,996$          642,104$          1,065,000$      1,065,000$      
College's Proportionate Share of the Net Pension
  (Asset) Liability as a Percentage of Its Covered
  Employee Payroll (2,068.31)% (3,784.25)% (3,526.19)% (1,399.09)% (1,084.79)% (779.20)% (156.59)% 23.85% (113.95)%
Plan Fiduciary Net Position as a Percentage of the
  Total Pension (Asset) Liability 434.17% 152.58% 142.70% 434.98% 541.90% 539.81% 1,445.81% 5,436.13% (1,164.11)%

This schedule is presented to illustrate the requirement to show information for 10 years. However, until a full 10-year trend is compiled, 
governments should present information for those years for which information is available. 
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2023 2022 2021 2020 2019 2018 2017 2016 2015 2014
Employees' Retirement and Pension System:

Contractually Required Contribution 1,814,103$     1,879,448$     1,812,618$     1,701,800$     1,596,390$     1,512,925$     1,365,928$     1,375,069$     1,415,565$     1,360,285$     
Contributions in Relation to the Contractually
  Required Contribution (1,814,103)     (1,879,448)     (1,812,618)     (1,701,800)     (1,596,390)     (1,512,925)     (1,365,928)     (1,375,069)     (1,415,565)     (1,360,285)     

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

College's Covered-Employee Payroll 16,622,365$   16,184,045$   17,781,004$   18,186,094$   18,377,104$   18,071,802$   17,269,398$   17,016,823$   16,422,879$   15,375,630$   
Contributions as a Percentage of Covered-
  Employee Payroll 10.91% 11.61% 10.19% 9.36% 8.69% 8.37% 7.91% 8.08% 8.62% 8.85%

2023 2022 2021 2020 2019** 2018* 2017* 2016* 2015* 2014*
Teachers Retirement and Pension System:

Contractually Required Contribution -$ -$ -$ -$ -$ -$ -$ -$ -$ -$
Contributions in Relation to the Contractually
  Required Contribution - - - - - - - - - -

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

College's Covered-Employee Payroll 68,224,589$   68,090,949$   70,603,149$   68,371,489$   66,419,004$   67,984,113$   66,906,516$   66,536,656$   63,045,184$   59,003,580$   
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%

2023 2022 2021 2020 2019** 2018* 2017* 2016* 2015* 2014*
Aetna Plan:

Contractually Required Contribution -$ -$ -$ -$ -$ 700,000$        800,000$        1,000,000$     820,000$        -$
Contributions in Relation to the Contractually
  Required Contribution - - - - - - - - - -

Contribution Deficiency -$ -$ -$ -$ -$ 700,000$        800,000$        1,000,000$     820,000$        -$  

College's Covered-Employee Payroll 137,649$        133,640$        133,647$        129,750$        240,247$        308,030$        486,083$        1,065,000$     1,065,000$     1,717,415$     
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%

*The College is not contractually required to contribute to the Teachers' Retirement and Pension System.
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STATE OF MARYLAND RETIREMENT AND PENSION SYSTEM 

NOTE 1 CHANGES IN BENEFIT TERMS 

There were no benefit changes during the year. 

NOTE 2 CHANGES IN ASSUMPTIONS 

Adjustments to the roll-forward liabilities were made to reflect the following assumptions in the 
2022 valuation: 

 Inflation assumption changed from 2.25% general to 2.75% wage 
 Salary increase assumption ranges from 2.75% to 11.25%  

AETNA PENSION PLAN 

NOTE 1 CHANGES IN BENEFIT TERMS 

There were no benefit changes during the year. 

NOTE 2 CHANGES IN ASSUMPTIONS 

The accounting valuation does not reflect any method changes or assumptions changes since 
the prior year. 




