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Introduction 
The Adopted Budget is the college’s blueprint for revenue and expenditures in the 2026/27 
fiscal year. The State of California enacted the 2026/27 budget at the end of June. Based on the 
state’s budget, and the subsequent allocations made by the State’s Chancellor’s Office based 
on that budget, Palomar College has prepared the following budget documents. A great deal of 
thanks is owed to the fiscal team for the work they have done over the past several months 
preparing these documents.   
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Executive Summary 
The executive summary outlines the district’s unrestricted general fund or Fund 11.  Part 1 
addresses the fiscal year that just ended – 2025/26.  Part 2 summarizes the new 2026/27 
fiscal year. 

Part 1 – 2025/26 Fiscal Year Summary  
The district’s adopted budgeted revenue equaled $166.5 million, and expenses were 
$173.8 million resulting in an anticipated $7.2 million deficit. Here is how the district 
ended the fiscal year. Year End Actual revenues were as budgeted. However, actual 
expenses came in lower by $3.2 million. The net effect of the revenue and expenditure 
changes results in a $4 million deficit.  

 
 

Table - Budget to Actual 2025/26 
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2025/26 Budget to Actual Highlights 
     Revenues came in overall as budgeted compared to the budgeted amounts. 

• Interest/local income, Apprenticeship funding, Lottery, Non-resident tuition, and 
other revenues came in $1.76 million higher but were offset by lower PT FAC 
Office Hours Reimbursement (cash basis) and other local revenues of $1.74 
million.  

Expenditures overall were lower by $3.2 million compared to the budgeted 
amounts. 
• Academic salaries were lower by $288K. Full-Time Faculty costs were lower by 

$2.2 million, and Academic Administrators were lower by $370K. However, these 
savings were offset by higher Part-Time Faculty salaries, which came in $2.3 
million higher than budgeted due to backfilling the full-time faculty retirements.  

• Classified salaries came in $2 million lower than budgeted. Classified and 
Classified Administrators came in $2.5 million lower, and Instructional Aides 
came in $123K lower. However, these savings were offset by higher short-term 
hourly salaries of $666K.  

• Benefits are lower by $2.65 million compared to the budgeted amount. Because 
we had lower full-time faculty costs and lower full-time classified costs, 
medical, retirement and tax costs are lower. 

• Supply costs and operations costs were lower than budgeted by $195K and 
$107K, respectively. Capital outlay costs were $143K higher than budgeted. 

• Transfer expenses (the support funds for police and the wellness center) were as 
budgeted.  

Reserves 

The beginning reserve balance in 2025/26 was $51.8 million and we expected to use 
$7.2 millions of reserves to cover the deficit. However, because we only experienced 
a $4 million deficit, we ended the 25/26 fiscal year with a $47.9 million reserve. 

50% Law Adjustment. To comply with the state’s 50% law requirement, the district 
moved $1.6 million in expenses from its unrestricted general fund (fund 11) to Fund 
61. This is a common, end-of-year practice many districts engage in to meet this 
state requirement.  Because this movement decreased Fund 11 expenditures to 
accommodate the 50% law, we increased expenses by an identical amount, $1.6 



   
 

   
 

million, through a transfer expense to Fund 61.  The funds moved represent some of 
the costs for the college's liability insurance premiums.  

Part 2 – 26/27 Adopted Budget Summary  
The district’s budgeted revenue is $176 million, and budgeted expense is $180 million 
resulting in a $4.5 million budgeted deficit. As the table below shows, revenues have 
increased by $9.3 million compared to last year. Expenses also increased by $6.6 
million compared to last year. On-going revenues are lower than on-going expenses, 
resulting in a $4.5 million expected deficit.  

The details and narrative explanations of the 2026/27 budget appear after this executive 
summary where we show the revenues and expenditures in greater depth.  

Table - Adopted Budget - 2026/27  
 

 

Notes: 

• The district's deficit decreases to $4.5 million in 2026/27, which is $531K over the actual 
deficit amount in 2025/26. 

• The district will continue to rely on its large reserve (fund balance) of $47.9 million to 
cover the expected $4.5 million deficit. 

• The district remains roughly $13 million above the board's reserve policy level of $30 
million. 

• The district’s revenues are higher by $9 million compared to last year's budgeted 
amount due to the state providing $2 million (1.44% COLA) to hold harmless districts to 
provide pregnancy leave, $5.6 million RDA transfers, higher interest income, STRS 
retirement revenues & office hours revenues. 
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• The district’s expenditures are up by $6.6 million compared to last year with significant 
health care cost increases of 13%, salary increases for all eligible employees, and 
relatively modest increases in retirement and operational costs. 

All Funds Summary  
This table shows the expected revenues and expenditures for all the funds administered by 
the district as of the 2026/27 Adopted Budget. The total of all funds is $586 million.  

 

 

 

Fund 11 (Unrestricted 
General Fund) 

 

Funds are UNRESTRICTED and available to meet the district's education 
mission. Palomar's main operating budget supports MOST of the district's 
ongoing operations. 

Fund 12 (Restricted 
General Fund) 

 

Funds are RESTRICTED. Funds provided by federal, state or local agencies 
through grant agreements to serve specific educational needs or populations 
(i.e., Disabled Students Funds). 

Fund 22 -25 (Debt Service 
Fund) 

Fund 33 (Child 
Development Fund) 

Funds are RESTRICTED to pay for Measure M bonds. Property tax levies are 
deposited in these funds, and then payments are made to bond holders. 

Funds are RESTRICTED for Child Development Centers. 

Fund 41 (Capital Outlay 
Fund) 

Funds are both RESTRICTED and UNRESTRICTED. Funds from the state - 
Scheduled Maintenance - are RESTRICTED. Redevelopment Agency (RDA) 
funds are UNRESTRICTED. 



   
 

   
 

Fund 42 (Proposition M 
Bond Fund) 

RESTRICTED to construction projects funded with approved bonds. 

Fund 69 (Retiree Health 
Benefits Payment Account) 

RESTRICTED to pay part of the annual retiree health benefit costs each year. 

Fund 79 (Retiree Health 
Benefits Trust Account) 

RESTRICTED to pay future retiree health benefit costs. 

Other Funds Other funds include the Scholarship Fund, Student Trust Funds, Energy Fund, 
Child Development Fund 
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Fund 11 – 2026/27 General, Unrestricted Funds  
The following items (a through h) constitute the main budget displays for the district related to 
its unrestricted general fund for the current fiscal year – 2026/27. The notes after each budget 
display explain the year-over-year changes.   

 

a. Revenue & Expenses Details with 2025/26 Budget to Actuals 

 

 

 

 

 



   
 

   
 

 

 

b. Fund 11 Revenue Details  
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Notes: 

• A. Apportionment revenue increased by $2 million from the previous year. While the 
district remains in hold harmless in 26/27 and is not eligible for the 2.8% statutory 
COLA, it did receive a discretionary COLA of 1.44% to help pay for mandatory 
pregnancy leave. You can find this Apportionment Revenue on the State Chancellor's 
Office website: 2026-27ad-exhibitr-jul2026.pdf 

• B. Other State Revenues 
o Apprenticeship: State reimbursement program for businesses that hire 

apprentices. Projection is based on the state's estimate. 
o Faculty Funding has 4 components totaling $7,451,996: 1. Full-Time Faculty 

hiring - $2.5M; 2. Part-Time (PT) Faculty compensation - $330K; 3. PT Faculty 
office hrs. - $2.2M; 4. PT Faculty Health Reimbursement - $2.5M. 

Items 1 and 2 are determined by the chancellor's office; Office Hours and Health 
 Benefit reimbursement dollars equal to the revenues received in 25/26. The  
 state fully (100%) reimburses for health benefits and up to 90% reimburses for 
 office hours; the district pays the 10%. 

o Mandate revenues are based on prior year funded FTES.  
o Lottery funds are based on prior year FTES (resident and nonresident). FY 25-26 

P2 of 14,846 R + 332 NR FTES times $190 per FTES. This estimate will change as 
overall state lottery proceeds change. 

https://www.cccco.edu/-/media/CCCCO-Website/docs/2026-27ad-exhibitr-jul2026.pdf


   
 

   
 

o Other Misc. Revenues: 1. STRS pass through of $5.2M; 2. $153K for BFAP 
(financial aid adm.) 3. $143K local share of enrollment fees. 

o Nonresident Tuition $1.5M is adjusted slightly upward compared to last year in 
anticipation of higher enrollments and a small fee rate increase.  

• C. Other local revenues consist of interest income of $3.3M, 
facility/ticket/vending/commission/MISC. revenue of $1.2M. We are using $3.3M in 
interest income but caution this is subject to federal interest rate fluctuations and 
warrants monitoring. 
RDA Funds: We are using $5 million in RDA funds this year and the next two budget 
years to help pay for rising costs. These are temporary revenues that end after the 
2028/29 FY. We are also using Poway RDA funds of $622K to increase enrollments at the 
Rancho Bernardo Center by 300 FTES. 
 

c. Fund 11 Expenditure Details (salaries/labor) - 

 

Notes: 

• All full-time eligible employees received a salary increase based on an additional year 
of service (step increase) per contract. 

• Overall, academic salaries increased by $1.3 million compared to the prior year. Full-
time faculty salaries decreased by $1.5 million compared to last year. This reduction is 
the result of filling only eleven of the sixteen vacant faculty retirements from the past 
two years. In addition, the full-time faculty positions are budgeted much lower than the 
salaries of the retiring faculty, resulting in lower costs for the district. In contrast, part-
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time faculty costs increased by $2 million over the prior year. This increase is due to 
adding $1 million to help generate FTES enrollment growth of 3.8%, or 570 FTES and to 
cover the additional workload of the full-time faculty retirements not budgeted in 
2026/27. 

• We are also increasing faculty costs by $622K specifically to fund FTES enrollment 
growth at the Rancho Bernardo Center with the aim of achieving 1,000 FTES 
enrollments and increased state funding of $2.4 million in 2027/28. 

• Total classified salaries increased by $740K because of staff costs going up by annual 
step increases per contract. In addition, some of the increased costs are associated 
with out-of-class, interim assignments, and reclassifications. 

 

d. Fund 11 Expenditure Details - 

 

Notes:  

• Benefit costs increased from $50.9 million to $54.9 million or $4 million between 
2025/26 and the new budget year. 

• The largest year over year budgeted increase is in medical insurance costs accounting 
for $2.8 million, or 14%, of the new costs in 2026/27. All medical plans increased 
significantly compared to last year with Anthem rates increasing by 11.8%; Kaiser rates 
by 11.6% (Active) and 11.9% (HSA) to give just an example of the cost increases.  Also, 
like last year, costs increased as employees moved from two parties to family plans in 



   
 

   
 

significant numbers (20%).  Part-Time Faculty health costs also increased in 26/27, 
which are fully reimbursed by the state, with that total cost estimated at $2.5 million. 

• The costs for the two public retirement systems (PERS & STRS) increased as salaries 
increased, as have social security and medicare.. The increase for PERS was tempered 
by a rate reduction of 0.9% with this reduction saving the district $400K in PERS costs. 

• Contra Expense- Salary/Ben savings will continue to be used in 2026/27. This is the 
budget amount of anticipated turnover in staff and the savings associated with that 
turnover. For 2026/27, we will continue to budget $1.8 million in salary savings. 

 

e. Fund 11 Expenditure Details –  

 

Notes:    

• We increased all the operation budgets for 2026/27 by 3.3%, which is the Consumer 
Price Index.  These increases, along with significant savings associated with lower 
electricity rates (going from 8 cents a Kw to 5 cents a Kw) and unused funds in our 
capital outlay budgets, will allow department budgets to receive augmentations, some 
significant and include HR receiving $200K to hire a medical benefits broker, and $300K 
to Information Services for security software. Department budget changes will be made 
after the Adopted Budget. 

• Transfer expenses represent $3.32 million for police/security and $412K for student 
wellness ctr. and remaining funds for designated projects for commencement, co-
curricular activities, and transcripts. 

 

f. Fund 11 Multi-Year Projections - 
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Revenue

 

Notes: 

Projections:  

• The district's apportionment revenue increases by $2 million reflecting a 1.4% COLA for 
hold harmless districts to pay for pregnancy leave in 2026/27. Revenue increases 
significantly in 27/28 and 28/29 due to the district's increasing enrollments and the RB 
center qualifying for $2.4 million in state funding. Note, we are budgeting in 27/28, and 
the years beyond, FTES growth of 0.5%, which reflects pessimism over our ability to 
achieve higher enrollment growth and the inability of the state to fund higher enrollment 
growth. In short, our revenue projections are conservative. 



   
 

   
 

• In 2026/27, the district is introducing $5 million in Redevelopment Agency (RDA) funds, 
which remain for a total of 3 years. These should be viewed as temporary in nature with 
the funds being withdrawn after 2028/29. 

• RDA funds of $622,501 are also being used to specifically fund FTES enrollment growth 
at the Rancho Bernardo Center. These funds are designed to increase enrollments at 
the center, so the district can earn additional state funding mentioned above. 

Expenditure Projections: 

• Health & Welfare costs are projected to grow in the next 3 years (8% each year). 
• All salaries (faculty, staff & administrators) are projected to increase every year by1.2% 

based on current salary step increases. 
• We are increasing faculty costs each year to achieve FTES enrollment growth. The costs 

for additional faculty salaries to achieve the FTES growth are: 2026/27 = 577 FTES 
costing $980K; 2027/28 = 734 FTES costing $1.2 million; 2028/29 = 768 FTES costing 
$1.3 million; 2029/30 = 743 FTES costing $1.25 million. Note, in contrast to our revenue 
projections that are set at only 1.5% FTES growth, we are budgeting expenditures to 
capture FTES enrollments that range from 4% to 5%. 

• We are also increasing faculty costs specifically to fund FTES enrollment growth at the 
Rancho Bernardo Center. The costs for additional faculty salaries & benefits are: 
2025/26 = 50 FTES costing $103K; 2026/27 = 300 FTES costing $622K; 2027/28 = 300 
FTES costing $622K. In 2028/29 the FTES cost ($622K) is moved to the part-time faculty 
expenditure line. 

• We increased Administrator costs in 28/29 by $300K to reflect RB Ctr. Director and Dual 
Enrollment Director salaries no longer paid for by RDA dollars. 
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g. Fund 11 Assumptions  
 

 

 

 

 

h. Fund 11 Reserves, Deficits, Cautions and Comments - 
 

Reserves 
Palomar has a large reserve balance to start the 2026/27 Fiscal Year, which is $47.9 million, 
well above the $30 million board required level. Current and future budgets rely on this 



   
 

   
 

reserve to cover several years of projected deficits. By 2029/30, the college reserve balance is 
estimated to drop to roughly $34 million as shown in the multi-year budget projections table. 

Deficits  
Palomar’s ongoing revenues are insufficient to cover the district’s expenses. The projected 
deficit is estimated at $4.5 million in 2026/27. We are projecting deficits of $5.3 million in 
2027/28, $1.6 million in 2028/29 and $2 million in 2029/30. These out-year deficits are lower 
because we introduce three years of temporary revenue from the Redevelopment Agency 
(RDA) funds in 2026/27 of $5 million each year and we expect state apportionment revenues 
to grow beyond the hold harmless floor starting in 2027/28 due to COLA and enrollment 
growth increases.  

Cautions 
The projected revenues in the multi-year projections assume modest growth each year of just 
0.5%. We are being cautious with the revenue projections due to the state's history of not fully 
funding enrollment growth and the challenge of hitting FTES enrollments each year.  We also 
assume the Rancho Bernardo (RB) Education Center will hit 1,000 FTES in 2026/27, which will 
increase funding by $2.4 million the following year. If we do not achieve these FTES enrollment 
numbers, we will receive less revenue from the state.  

Comments 

• The college needs to maintain and continue to focus on strategic hiring and 
expenditures that help achieve its FTES enrollment targets. 

• The college needs to refrain from taking on any unfunded expenses such as hiring above 
the already budgeted amounts for personnel and operations and to scrutinize the 
backfilling of every vacant position before refilling it. 

• As a caution, and while it has time to plan, the district should spend the 2026/27 fiscal 
year identifying programs and costs it can reduce or eliminate to help lower costs from 
$2 million to $3 million each year as represented in the multi-year budget projections.  

Fund 12 – General, Restricted Funds  
This fund contains over 129 programs/grants representing $91+ million in combined budgets 
and employs 120 full-time staff. Fund 12 dollars are RESTRICTED funds. That is, we receive 
grants and other revenue from the state, the federal government, and local public entities that 
restrict how the dollars can be spent. For example, we receive state funds to support disabled 
students. Those dollars must be spent on programs that support Palomar’s disabled student 
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population. Below we show all the Fund 12 programs operated by the college and their 
revenue. 

 

 

 

 
 
 

 

 

Fund 41 – Redevelopment Agency (RDA), Scheduled 
Maintenance, Others  
Funds are both RESTRICTED and UNRESTRICTED. Funds from the state - Scheduled Maintenance - are 
RESTRICTED. Redevelopment Agency (RDA) funds are UNRESTRICTED with the district using these 



   
 

   
 

dollars and appropriately transferring them as necessary to other funds as it meets IT needs, facilities, 
enrollments, and other district spending needs. Below we show all the Fund 41 revenues from 
RDAs, State Scheduled Maintenance, and local resources (mainly interest income) as of the 
start of the 2026/27 fiscal year. 
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