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Sample ISD
Fund Balance Policy
(Revised for GASB 54)
Purpose
The purpose of this policy is to establish a key element of the financial stability of the District by setting guidelines for fund balance.  Unassigned fund balance is an important measure of economic stability.  It is essential that the District maintain adequate levels of unassigned fund balance to mitigate financial risk that can occur from unforeseen revenue fluctuations, unanticipated expenditures, and similar circumstances.  The fund balance also provides cash flow liquidity for the District’s general operations.
Classifications of Fund Balance
A fund’s equity - commonly referred to as ‘fund balance’ - is generally the difference between its assets and its liabilities.  Fund balance will be displayed in the following classifications depicting the relative strength of the spending constraints placed on the purposes for which resources can be used:
· Nonspendable fund balance – amounts that are not in a spendable form (such as inventory) or are required to be maintained intact (such as the corpus of an endowment fund).
· Restricted fund balance – amounts constrained to specific purposes by their providers (such as grantors, bondholders, and higher levels of government) through constitutional provisions or by enabling legislation.
· Committed fund balance – amounts constrained to specific purposes by the government itself.  This requires a formal action by the Board of Trustees.  Commitments may be changed or lifted only by the Board of Trustees taking the same formal action that imposed the constraint originally.
· Assigned fund balance – amounts intended to be used by the District for specific purposes.  Intent can be expressed by the Board of Trustees or by an official or body to whom the Board of Trustees delegates the authority.  In governmental funds other than the general fund, assigned fund balance represents the amount that is not restricted or committed.  This indicates that resources in other governmental funds are, at a minimum, intended to be used for the purpose of that fund.
· Unassigned fund balance – is the residual classification of the general fund and includes all amounts not contained in other classifications.  Unassigned amounts are technically available for any purpose.
Special Revenue Funds with Restricted Fund Balance

The Board of Trustees resolves that all special revenue funds which received funds from a grantor agency at the federal, state, or local level and hence are constrained to spend those funds on a specific purpose as dictated by the grantor agency will report restricted fund balance for those special revenue funds based on the definition described within this policy.

Authorization and Action to Commit Fund Balance 

The Board of Trustees is the District’s highest level of decision-making authority and the formal action that is required to be taken to establish, modify, or rescind a fund balance commitment is a resolution approved by the Board at a District meeting.  The resolution must either be approved or rescinded, as applicable, prior to the last day of the fiscal year for which the commitment is made.  The amount subject to the constraint may be determined in the subsequent period.
Special Revenue Funds with Committed Fund Balance

The Board of Trustees is committing fund balance via this fund balance policy for the following Special Revenue Funds:

Campus Activity Funds for funds generated at the campuses.

Child Nutrition Funds for funds generated by the child nutrition department.

Authorization and Action to Assign Fund Balance

The District has designated the Superintendent and Business Manager as the officials who are authorized to assign fund balance to a specific purpose as approved by this fund balance policy.  Both authorized officials must approve each assignment before the item can be presented in the financial statements.  Assignments of fund balance do not require formal action by the Board of Trustees and can be made subsequent to year end.
Minimum Unassigned Fund Balance
The District will strive to maintain an unassigned fund balance of not less than 25% of the budgeted operational expenditures in all District’s general fund.  Due to the volatile nature of a majority of its revenues, it is not deemed excessive for the District to maintain fund balance in the General Fund at a level greater than 33% of the budgeted operational expenditures.  The purpose of this unassigned fund balance is to alleviate significant unanticipated budget shortfalls and to ensure the orderly provisions of services.  Should unassigned fund balance fall below the goal or has a deficiency, the District will seek to reduce expenditures prior to increasing revenues to replenish fund balance within a reasonable timeframe.
The District will try to avoid using fund balances for recurring operational expenditures.  To the extent that the unassigned fund balance exceeds the minimum target, the District may draw upon the fund balance to provide cash financing for capital projects or other one-time purchases.  The Board of Trustees may also approve the systematic reduction of any excess fund balance as a tactic to prevent tax increases or offset reductions in State funding.
Order of Expenditure of Funds
When multiple categories of fund balance are available for expenditure (for example, a construction project is being funded partly by bonds, funds set aside by the Board of Trustees, and unassigned fund balance), the District will start with the most restricted category - spending those funds first - before moving down to the next category with available funds.
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