Collin County, Texas

Fund Balance Policy

Purpose: The purpose of this policy is to establish operating and reporting guidelines for the fund balances of the
governmental funds of Collin County, Texas.

Fund Balance Classification: The county governmental-fund financial statements will present fund balances
classified 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:

¢ Nonspendable: 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).

e 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.

e Committed: This classification includes amounts that are constrained to use for specific purposes pursuant to
formal action of 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.

¢ 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 combination of the County Auditor and the Budget Officer.2

¢ Unassigned: This classification applies to the residual fund balance of the General Fund and to any deficit
fund balances of other governmental funds.

Order of Spending: Where appropriate, Collin 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.

Minimum Fund Balance: Collin County generally aims to maintain a minimum unassigned fund balance of 120
operating days at fiscal year-end of each year in the General Fund. This should provide sufficient funding to operate
the county during the first quarter since most property taxes are not collected until the second quarter of each year.

1. A commitment of fund balance requires formal action as to purpose but not as to amount; the latter may be determined
and ratified by the Court at a later date. This is often important near year-end, when a purpose or need is known but a cost
is not.

2. An assignment of fund balance implies an intent of Commissioners Court, but operationally, the ability to implement the
intent may be delegated to one or more persons.



