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Harrison County, TX
GENERAL STATEMENT
The Governmental Accounting Standards Board (“GASB”) issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions (“GASB-54”.)  One objective of this standard was to improve, including the understandability, the usefulness of fund balance information by providing clear fund balance classifications.  This standard also clarifies the definitions of the different types of funds that a governmental entity may set up for financial reporting purposes. Harrison County hereby establishes the official fund balance policy to be effective for financial statements for the fiscal year ending September 30, 2012.

This Fund Balance Policy is intended to meet the requirements of GASB-54 and to provide guidelines during the preparation of and deliberations on the annual budget to ensure that sufficient resources are maintained for unanticipated expenditures, revenue fluctuations and shortfalls, and to preserve flexibility throughout the fiscal year to make adjustments in funding for programs approved in connection with the annual budget. This policy is established on the modified accrual basis of accounting for governmental funds.
DEFINITIONS
Fund balance is the difference between assets and liabilities reported in governmental funds, which is a result of the cumulative difference over time of all revenues and expenditures. The County shall report governmental fund balances per GASB 54 definitions in the balance sheet in a hierarchy based on the strength of the constraints governing how those balances can be spent.  These classifications are listed below in descending order of restrictiveness. The County may or may not report all fund types in any given reporting period, based on actual circumstances and activity.

1. Non-spendable: This classification includes amounts that cannot be spent because they: (a) are not in spendable form (e.g., inventories and prepaid items); (b) are not expected to be converted into cash within the current period or at all (e.g., long-term receivables); or (c) are legally or contractually required to be maintained intact (e.g., the non-spendable corpus of an endowment).

2. Restricted: This classification includes amounts subject to usage constraints that have either been: (a) externally imposed by creditors (e.g., through a debt covenant), grantors, contributors, or laws or regulations of other governments; or (b) imposed by law through constitutional provisions or enabling legislation.
3. Committed: This classification includes amounts that are constrained to use for specific purposes pursuant to formal action of the Commissioners Court. These amounts cannot be used for other purposes unless the Court removes or changes the constraints via the same type of action used to initially commit them.
4. Assigned: This classification includes amounts intended by the County for use for a specific purpose but which do not qualify for classification as either restricted or committed.  The intent can be expressed by Commissioners Court or by a Court designee (e.g., a department head).   This classification applies to the positive unrestricted and uncommitted fund balances of all governmental funds except the General Fund. Formal action is not necessary to impose, remove, or modify a constraint in Assigned Fund Balance.
5. Unassigned: This classification applies to the residual fund balance of the General Fund and to any deficit fund balances of other governmental funds.

MINIMUM FUND BALANCE 
It is the goal of the County to achieve and maintain an Unassigned Fund Balance in the General Fund equal to 10-15% of the subsequent years budgeted expenditures less transfers out for capital projects, equipment or debt service payments. This minimum fund balance is to provide for emergencies, contingencies, revenue shortfalls, or budgetary imbalances that may occur from time to time.  In the event that the Unassigned General Fund fund balance is less than the policy anticipates, the County shall plan to adjust budget resources in the subsequent fiscal years to restore the balance. 

ORDER OF EXPENDITURE OF FUNDS
Where appropriate, the County will typically use Restricted, Committed, and/or Assigned Fund Balances, in that order, prior to using Unassigned resources, but it reserves the right to deviate from this general strategy. For any expenditure incurred for purposes for which multiple fund balance categories can be used, the County will utilize funds in the following spending order:

· Restricted

· Committed

· Assigned

· Unassigned
AUTHORITY FOR USE
The Commissioners Court bears ultimate responsibility and authority for allocation of financial resources.  The Commissioners Court may either commit funds themselves or assign the task of financial resource allocation to those preparing the County’s annual financial report.
Commitments: 
Fund balance amounts will be reported as “Committed Fund Balance” only after formal action and approval by the Commissioners Court.  Encumbrances will, by their nature, be automatically committed.   The action to commit funds must occur prior to fiscal year-end, to report such commitments in the balance sheet of the respective period, even though the amount may be determined subsequent to fiscal year end.  A commitment can only be modified or removed by the same formal action.

Assignments: 
The Commissioners Court delegates the responsibility of assigning funds to the County Auditor.  Assignments may be necessary for items such as other post-employment benefits, claims and judgments, transfers to special revenue funds, etc. Funds that are intended to be used for a specific purpose, but have not received the formal approval action of the Commissioners Court, may be recorded as Assigned Fund Balance.  Likewise, redeploying assigned resources to an alternative use does not require formal action by the Commissioners Court. 
PERIODIC REVIEW
The County Auditor shall review this policy at least annually and make any recommendations for change to the Commissioners Court. 
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