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SAMPLE POLICY LANGUAGE 
The annual approved budget shall maintain a cash balance suffi-
cient to cover the net cash outflows of the District until tax reve-
nues are deposited and to prevent or reduce the need for short-
term cash borrowing to cover a deficit. 

The District shall strive to maintain a general fund balance that 
closely approximates the optimum fund balance amount prescribed 
by the Texas Education Agency as reported in the annual financial 
and compliance report each year.  The general fund balance shall 
be comprised of several components, as prescribed by GASB 
Statement 54, as follows: 

1. Non-spendable fund balance, which includes inventories, 
long-term receivables, pre-paid items, endowment principal, 
or corpus of a restricted donation. 

2. Restricted fund balance, which includes amounts restricted 
for a certain purpose by the provider, such as a grantor. 

3. Committed fund balance, which includes amounts constrained 
to a specific purpose by the Board. 

4. Assigned fund balance, which includes amounts intended for 
a specific purpose with the Board expressing intent by formal 
action or delegating the authority to express intent. 

5. Unassigned fund balance, which includes amounts available 
for any purpose and not restricted in any way.  

 

In order to meet its mission, the District depends on its property tax 
collections for the majority of its funding.  Additionally, the District 
receives limited state aid and grant revenues.  The District receives 
its revenues at various intervals during the year, and the majority of 
its revenue is received through tax collections in late January and 
February of each year.  

The District recognizes the importance of maintaining its financial 
integrity; therefore, it has developed this policy to support its mis-
sion and its goals and objectives. 

In seeking to fulfill its mission, the District shall maintain a high lev-
el of financial stability and shall not compromise long-term financial 
integrity to achieve short-term benefits. 
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In an effort to provide adequate cash flow for its operations, main-
tain a strong credit rating, and plan for unanticipated extraordinary 
costs, the District shall maintain in the general fund a minimum un-
assigned fund balance of at least 15 percent of the annual operat-
ing budget.  

The District’s general fund shall provide adequate funding to sup-
port the following: 

1. Cash flow needs; 

2. Quality instructional programs; 

3. Bond ratings; 

4. Unfunded state-mandated costs; 

5. Changes in state funding formulas that impact cash flow; and 

6. Unanticipated extraordinary costs. 

The District’s revenue levels shall be evaluated annually with the 
administration’s recommendations giving consideration to the fol-
lowing: 

1. Cash flow needs; 

2. Bond ratings; 

3. Operating requirements; 

4. Current business conditions, including the local economy; 

5. Economic projections, including property values, the state’s 
economy, legislative issues, and the like; 

6. Student growth assumptions; and  

7. The projected level of expenditures. 

All expenditures from the general fund shall maintain the following 
priorities of obligation: 

1. Payments of all legal and reasonable expenditures relating to 
maintenance and operations of the District’s general fund. 

2. Payments to special revenue funds that require a matching 
amount for federal or state grants, including the child nutrition 
fund and the construction fund. 

All remaining funds shall be applied to maintaining a fiscal year 
ending cash balance (unassigned fund balance) that includes a 
minimum of 15 percent of the annual operating budget. 
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The District shall prepare financial operations reports in accor-
dance with the following: 

 Monthly financial reports shall be provided to the Board. 

 An annual financial plan (budget) detailing revenues and ex-
penditures shall be provided for the Board’s approval prior to 
July 1 of each fiscal year. 

 An annual audit shall be conducted by an external profes-
sional auditing firm that includes the necessary details to re-
concile the District’s financial operations for the year.  The au-
dit report shall be submitted for review and approval by the 
Board after the end of the fiscal year. 

The order of spending and availability shall be to reduce funds 
from the listed areas in the following order: restricted, committed, 
assigned, and unassigned.  Negative amounts shall not be re-
ported for restricted, committed, or assigned funds. 

Fund balance shall mean the gross difference between govern-
mental fund assets and liabilities reflected on the balance sheet. 

The fund balance of the general fund, one of the governmental 
fund types, is of primary significance because the general fund is 
the primary fund, which finances most functions in the District.  The 
fund balance of the general fund shall mean the gross difference 
between general fund assets and liabilities reflected on the balance 
sheet. 

The five classifications of fund balance of the governmental types 
are as follows: 

1. Non-spendable fund balance shall mean the portion of the 
gross fund balance that is not expendable (such as invento-
ries) or is legally earmarked for a specific use (such as the 
self-funded reserves program). 

Examples of fund balance reserves for which fund balance 
shall not be available for financing general operating expendi-
tures include: 

 Inventories; 

 Prepaid items; 

 Deferred expenditures; 

 Long-term receivables; and 

 Outstanding encumbrances. 
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2. Restricted fund balance shall include amounts constrained to 
a specific purpose by the provider, such as a grantor. 

Examples include: 

 Child nutrition programs; 

 Technology programs; 

 Construction programs; and 

 Other granting agencies. 

3. Committed fund balance shall mean that portion of the fund 
balance that is constrained to a specific purpose by the 
Board. 

Examples include: 

 Potential litigation, claims, and judgments; and 

 Campus activity funds. 

4. Assigned fund balance shall mean that portion of the fund 
balance that is spendable or available for appropriation but 
has been tentatively earmarked for some specific purpose by 
the Board, the Superintendent, or the chief financial officer. 

In current practice, such plans or intent may change and may 
never be budgeted, or may result in expenditures in future pe-
riods of time. 

Examples include: 

 Insurance deductibles; 

 Program start-up costs; and 

 Other legal uses. 

5. Unassigned fund balance shall include amounts available for 
any legal purpose.  This portion of the total fund balance in 
the general fund is available to finance operating expendi-
tures. 

The unassigned fund balance shall be the difference between the 
total fund balance and the total of the non-spendable fund balance, 
restricted fund balance, committed fund balance, and assigned 
fund balance. 

 

The District shall maintain an unreserved general fund balance of 
no less than two and a half months of regular general fund operat-
ing expenditures.  The unreserved general fund balance may be 
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reduced to less than two and a half months of regular general fund 
operating expenditures with prior approval from the Board.  As pre-
scribed by GASB Statement #34, the general fund balance shall be 
comprised of the following components: 

1. Reserved Fund Balance — portion of fund balance not 
available for appropriation or expenditure (for example, 
reserve for inventories) and/or legally earmarked for a 
specific future use (for example, reserve for encum-
brances). 

2. Designated Unreserved Fund Balance — portion of 
fund balance designated by management to reflect ten-
tative plans or commitments of governmental resources.  
Requires Board action to earmark fund balance for bo-
na fide purposes that will be fulfilled within a reasonable 
period of time. 

3. Undesignated Unreserved Fund Balance — portion of 
fund balance available to finance monthly operating ex-
penditures. 

The Board may take action to designate portions of the fund bal-
ance into the designated unreserved fund balance or to release 
amounts from prior designations at its discretion. 

 


