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Fast Facts: Fund Balance 
 

Fund Balance is a term often used when discussing school budgeting.  The purpose of this 
Fast Facts document is to provide information about fund balance and its impact on the district. 
 

What is Fund Balance? 
Contrary to what some may believe, fund balance is not a special savings account where a 
district deposits money collected above and beyond the expenses it incurs.  DPI defines fund 
balance as the amount by which the assets of a fund exceed the liabilities of the fund.  Simply 
put, the fund balance represents the value of a school district – not the cash balance on hand.  
While this number tends to be evaluated as of June 30th, the district’s year-end, this value 
continues to change throughout the year. 
 

How is Fund Balance Calculated? 
Assume you are employed in a job and you earn $50,000 per year.  On an annual basis, you 
create a personal budget.  In this example, your take home pay (after taxes, etc.) is $40,000.  
You determine you will have to pay $34,000 in bills (including groceries, entertainment, 
mortgage, car payments etc.) over the course of the year.  At the end of the year, after paying 
your bills, you have 6,000 that you plan on putting into a savings account for retirement. 
 

At year-end, you decide to take out a second mortgage to do some home repairs.  In order to 
take out a second mortgage, the banker asks you what your net worth is.  Initially, you may 
think your net worth is $6,000 – the amount you have in cash.  In this example, your net worth 
(fund balance) is not the $6,000 value of your cash on hand, rather the difference between 
your assets and liabilities.  To further illustrate this example assume the following: 
 

Total Value of Assets  Total Liabilities 
House $150,000  Mortgage $125,000
Car 18,000  Car Loan 6,000
Furniture 20,000  Student Loan 15,000
Cash 6,000   
   Total Assets $194,000     Total Liabilities $146,000

 

Your net worth (fund balance) is actually $48,000 even though you only have $6,000 in actual 
cash on hand.  Not everything in your finances has an immediate direct affect on your cash 
balance.  When purchasing a home, you acquired an asset and an offsetting liability (unless 
you pay in cash). 
 

Impact on the Stoughton Area School District 
A school may not have mortgage payments, but the concept is still the same.  Revenues and 
expenses are incurred throughout the year but not all of these have a direct immediate effect 
on cash.  For example, when property taxes are levied, the entire amount of the levy is 
recorded as revenue, but cash is not received.  When the levy is booked, an offsetting asset is 
booked – tax receivable.  Cash is not affected until payments are received.  A healthy fund 
balance represents quality fiscal management and is necessary to obtain a good bond rating. 


