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Frequently Asked Questions on Fund Balance 
 

What is fund balance? 

Most think of fund balance as cash or other money sitting in a bank, however, fund balance is the 
difference between assets and liabilities and represents the spendable (tangible) and non-spendable 
(intangible) resources available to meet future obligations. 

Additionally, fund balance is a snapshot of the difference between assets and liabilities at a very specific 
point in time. Since the vast majority of public schools submit annual financial reports for the fiscal year 
ending on June 30, the fund balance amounts included in annual fund balance information capture the 
balance on that specific date. 

According to the Government Finance Officers Association, “it is essential that governments maintain 
adequate levels of fund balance to mitigate current and future risks (e.g., revenue shortfalls and 
unanticipated expenditures) and to ensure stable tax rates.  In most cases, discussions of fund balance 
will properly focus on a government’s general fund. Nonetheless, financial resources available in other 
funds should also be considered in assessing the adequacy of unrestricted fund balance in the general 
fund.” 

 

What are the types of fund balance? 

There are several different types of fund balances for schools, as defined by PDE’s Accounting Bulletin: 

• Non-spendable fund balances: These are funds that cannot be spent because they are either (1) 
not in a spendable form or (2) legally or contractually required to remain intact. Examples of 
items that would be considered nonspendable include inventories and the principal of a 
permanent fund. 
 

• Restricted fund balances: These are funds that are restricted to be spent for a specific purpose. 
The constraints on these amounts must be externally imposed by creditors, grantors, 
contributors or laws or regulations of other governments; or by enabling legislation. Enabling 
legislation authorizes the government to assess, levy, charge or mandate payment and includes 
a legally enforceable requirement on the use of these funds. An example is funds specifically set 
aside for capital improvements. 

 
• Committed fund balances: These are funds that can only be used for specific purposes as a result 

of formal action by the school’s highest level of authority (in most cases this would be the school 

https://www.gfoa.org/materials/fund-balance-guidelines-for-the-general-fund
https://files.pasbo.org/PDEbulletin.pdf


board). Once the item is committed, it cannot be used for any other purpose unless changed by 
the same procedures used to initially constrain the money. 

 
• Assigned fund balances: These funds reflect the intent for use for a specific purpose as 

determined and authorized by a committee of the governing board or by an individual 
authorized by the LEA’s governing board, such as the superintendent or CFO. Unlike committed 
fund balances, assigned fund balances can be changed without formal action and do not need to 
be designated by the board. 

 
• Unassigned Fund Balances: These are funds that have not been designated for a specific use or 

purpose and have not been categorized as restricted, committed or assigned. This portion of the 
fund balance is commonly used to meet cash flow needs or to finance monthly operating 
expenditures.  

 

How much do school districts have in non-spendable, restricted, committed, 
and assigned fund balances? 

On June 30, 2021, school districts reported $3.5 billion in non-spendable, restricted, committed, and 
assigned fund balances combined—General Fund balances. With a total of $33.2 billion in total 
expenditures in 2020-21 by all 500 school districts, this combined General Fund balance amount 
represents about 11% of total school district expenditures. Again, this is a snapshot in time and 
represents only what existed on June 30. 

 

 

 

 

 

 

 

 

 

 

 

These funds are intended to protect the General Fund from high variability, serving as buffers to the 
unexpected as well as encouraging strategic long-term planning to approach capital needs incrementally 
and to mitigate the need for tax rate increases. Consistency over time matters when providing 
instructional programs to students, and strategic use of funds acts to protect that consistency. 



How much do LEAs have in total fund balance (committed, assigned, and 
unassigned)? 

Over the past three years, total fund balance (committed, assigned, and unassigned fund balance) have 
grown for each category of LEAs—school districts, CTCs, and charter schools—as have the total 
expenditures for each LEA. 

The table below shows the LEA’s (school districts (SD), CTCs, and charter schools (CS)) total expenditure, 
the total committed, assigned, and unassigned fund balance, as well as the total fund balance for 2018-
19, 2019-20, and 2020-21, the three most recent years of publicly available data from the PA 
Department of Education. 

Fiscal 
Year 

Total LEA 
Expenditures 

LEA 
Type 

Committed 
Fund Balance 

Assigned Fund 
Balance 

Unassigned 
Fund Balance 

Total Fund 
Balance 

2020-21 $33,244,862,295 SD $1,703,491,235 $1,374,738,781 $2,207,217,298 $5,285,447,314 
$675,142,649 CTC $14,301,911 $21,927,615 $34,753,434 $70,982,960 

$2,665,843,584 CS $360,830,463 $153,869,275 $456,419,399 $971,119,137 
2019-20 $32,778,123,328 SD $1,622,219,729 $1,245,139,002 $1,973,960,062 $4,841,318,793 

$639,255,736 CTC $13,726,934 $18,947,197 $28,643,855 $61,317,986 
$2,309,744,996 CS $260,907,461 $91,739,203 $286,709,659 $639,356,323 

2018-19 $31,396,049,186 SD $1,551,944,496 $1,096,675,358 $1,943,766,860 $4,591,386,714 
$633,069,230 CTC $14,190,871 $19,765,583 $21,961,326 $55,917,780 

$2,163,252,402 CS $223,981,820 $107,127,967 $142,731,628 $473,841,415 
 

As noted above, committed and assigned fund balance are exactly that, they are designated for known 
or planned expenses or possible shock costs, and those funds are being marked in to cover those specific 
items to protect the General Fund from disruptions.  

The unassigned fund balance is the result of the difference from district assets and liabilities at the end 
of the fiscal year audit, which usually is completed each fall well after June 30.  

 

What are the most frequent uses for committed and assigned fund balances? 

Some of the most common directed uses for existing committed and assigned fund balance are state 
mandated costs such as pension contributions, special education, and charter school tuition costs that 
are not under the school district’s control. Special education expenditures grew to nearly $6 billion in 
2020-21 and only about $1 billion was funded by the state. Charter school tuition costs grew to nearly 
$2.7 billion in 2020-21 with no state reimbursement.   

Other committed and assigned fund balance uses are for healthcare costs that routinely exceed 
inflation, and future infrastructure needs and upgrades, especially when there is no longer state funding 
for even the most basic of renovations. Schools have large buildings that require regular planned and 



unexpected maintenance and improvements to maintain the life of the building, to meet safety 
requirements for students and staff, and to ensure quality learning environments.  

 

Why do districts create reserves in the General Fund as opposed to transferring 
money to a separate capital reserve fund?   

Many school districts do both. The reason is balance and prudent financial planning.  Money transferred 
out of the General Fund to a capital reserve fund cannot be brought back to the General Fund due to 
statutory limitations.  

A capital reserve fund may be used where a school district will be replacing a roof, fixing a sewer plant, 
or renovating major HVAC equipment in the near-future or on a planned schedule. A General Fund 
balance may be for similar purposes, however, the planning may be a few years away and the school 
board wants to keep options open as the project evolves and costs and options are evaluated.   

 

How much do school districts have in unassigned fund balance? 

For 2020-21, the most recent year of financial data publicly available, Pennsylvania’s 500 school districts 
reported $2.2 billion in unassigned fund balance. By comparison, school districts’ average monthly 
operating expenditures were $2.78 billion in 2020-21. That means that school districts had 0.8 months 
of resources available to cover their operating expenditures—that’s 3.44 weeks or 24.18 days. 

Over time, the extent of unassigned fund balance carried by school districts in terms of operating 
expenses, has remained relatively flat. School districts have, on average, maintained only 23.06 days of 
unassigned fund balance since the 2014-15 school year. 

 

 

 

 

 

 

 

 

 

 

Individually, Pennsylvania’s 500 school districts vary substantially in terms of the length to which their 
unassigned fund balance could cover their operating expenditures. For example, 314 school districts had 



an unassigned fund balance that represented less than or equal to 30 days of operating expenses on 
June 30, 2021.  
 
Additionally, you can see below the unassigned fund balance total for multiple LEA types (school 
districts, CTCs, and charter schools), and the aggregate percentage of total LEA expenditures 
represented by the unassigned fund balance. 
 

Fiscal 
Year 

Total LEA 
Expenditures 

LEA 
Type 

Unassigned Fund Balance Total Unassigned Fund 
Balance as a Percentage of 

Total LEA Expenditures 

2020-21 $33,244,862,295 SD $2,207,217,298 6.6% 
$675,142,649 CTC $34,753,434 5.1% 

$2,665,843,584 CS $456,419,399 17.1% 
2019-20 $32,778,123,328 SD $1,973,960,062 6.0% 

$639,255,736 CTC $28,643,855 4.5% 
$2,309,744,996 CS $286,709,659 12.4% 

2018-19 $31,396,049,186 SD $1,943,766,860 6.2% 
$633,069,230 CTC $21,961,326 3.5% 

$2,163,252,402 CS $142,731,628 6.6% 
 

Why do school districts have unassigned fund balance? 

As noted above, unassigned fund balance is the portion of spendable fund balance that has not been 
categorized as restricted, committed or assigned to a specific purpose. This portion of the fund balance is 
commonly used to meet cash flow needs or to finance monthly operating expenditures.  While the 
unassigned fund balance is technically spendable, a significant portion on June 30 is in accounts receivable 
from federal, state and local sources that is not available to be spent until received in the following 
months. 
 
Generally, school districts have little income during June, July and August and a lot of expenditures 
associated with the close of one year and the start of another, and many rely on fund balance use to 
cover current obligations or unexpected increases in expenditures due to increased special education or 
charter school enrollment or unexpected decreases in revenue.  

School district unassigned fund balance is the equivalent of the state’s Rainy Day Fund.  A significant 
difference, however, is that it is much easier for the state to reduce funding to schools or other 
agencies, while the schools and other agencies are tasked with reducing programs and staff as a result 
of lost funding. 

 

 

 

 



What does unassigned fund balance include? 

Unassigned fund balance is the portion of spendable fund balance that has not been categorized as 
restricted, committed or assigned to a specific purpose; it is the result of the difference from school 
district assets and liabilities at the end of the fiscal year audit which usually is completed each fall well 
after June 30. 

Unassigned fund balance includes millions of dollars of LEA receivables (assets)—money due to the 
school district that has not yet been received as of June 30 each year. Money due to the school district 
includes funds due but not yet paid by other local, state and federal governments, as well as taxes owed 
to the school district that have not yet been received.  

LEAs must also manage millions of dollars in liabilities over the same time period, ensuring they can 
make payroll and pay bills due 60 to 90 days out from the prior school year. 

At the end of 2020-21, the amounts due to but not yet received by school districts from the state and 
federal governments totaled $1.05 billion, and the amounts due to but not yet received by school 
districts for taxes totaled $1.16 billion. Because fund balance is a snapshot in time on June 30 each year, 
the funds due from the state and federal government to schools significantly increase fund balance 
amounts at that time. 

 

 

 

 

 

 

 

 

 

 

 

What are the restrictions on unassigned fund balance? 

There are restrictions on the extent of the unassigned fund balance that a school district can carry if it is 
going to increase property taxes.  

Section 688 of the Public School Code states prohibits a school district from approving an increase in 
property taxes of any amount unless it has adopted a budget that includes an estimated unassigned 
fund balance that falls within the parameters below. 



Total District Budgeted Expenditures Fund Balance % Limit (Less than or equal to) 
Less than or equal to $11.999 million 12.0% 

Between $12 million and $12.999 million 11.5% 
Between $13 million and $13.999 million 11.0% 
Between $14 million and $14.999 million 10.5% 
Between $15 million and $15.999 million `10.0% 
Between $16 million and $16.999 million 9.5% 
Between $17 million and $17.999 million 9.0% 
Between $18 million and $18.999 million 8.5% 

Greater than or equal to $19 million 8.0% 
 

Due to the size of most school district budgets, the vast majority of Pennsylvania’s 500 school districts 
are limited to an unassigned fund balance of 8.0% of their total budgeted expenditures if they are going 
to raise property taxes. 

Each year, school districts that are increasing property taxes must certify to the PA Department of 
Education that they are in compliance with section 688, which includes information about the district’s 
ending unassigned fund balance as a percentage of the district’s total budgeted expenditures. 

 

What do property tax increases look like statewide? 

Act 1 created limitations on school districts’ ability to raise property taxes, creating caps—via an Act 1 
Index—for school district property tax increases without the use of exceptions. Over the past decade, 
statewide property tax increases have slowed, with 2020-21 being the lowest aggregate increase since 
2013-14, which was even lower than 2011-12.  

 

 

 

 

 

 

 

 

 

 

 

Fiscal year
Total Property 

Tax 
(6111&6112)

Revenue 
change year 

over year 

Revenue 
percent 

change each 
year

2010-11 $11,153,412,490

2011-12 $11,480,468,871 $327,056,381 2.9%
2012-13 $11,694,873,249 $214,404,378 1.9%
2013-14 $11,947,430,324 $252,557,075 2.2%
2014-15 $12,280,755,102 $333,324,778 2.8%
2015-16 $12,554,788,716 $274,033,614 2.2%
2016-17 $13,052,096,839 $497,308,123 4.0%
2017-18 $13,510,873,698 $458,776,859 3.5%
2018-19 $13,929,896,489 $419,022,791 3.1%
2019-20 $14,285,757,568 $355,861,079 2.6%
2020-21 $14,576,408,407 $290,650,839 2.0%

Avg /10 $3,422,995,917 $342,299,592



These increases include both rate (mill increases) as well as natural growth, as school district assessed 
values certainly increased over the same timeframe as well. Statewide, school district taxable property 
assessments have increased on average about 0.5% per year, with about 20% seeing no increase or 
assessment loss.  

 

What are Act 1 exceptions? 

Act 1 exceptions allow school districts to apply to the PA Department of Education to move forward with 
a property tax increase that exceeds their Act 1 Index in limited circumstances. While the number and 
use of Act 1 exceptions has decreased over time, currently, there are four applicable Act 1 exceptions 
for school districts: 

• Grandfathered debt for school construction 
• Electoral debt for school construction 
• Special education expenditure growth 
• Pension contribution growth 

School districts can apply to the Department early each year for approval to move forward with a 
property tax increase that exceeds their Act 1 index due to one of the exceptions above.  

Each year, the PA Department of Education releases reports on the number of Act 1 exceptions applied 
for and the number of Act 1 exceptions actually used by school districts. Click here to access the 
Department’s Act 1 exception reports. 

 

Are school districts using Act 1 exceptions? 

As noted above, school districts are permitted to apply to the PA Department of Education early in the 
budget process for an exception to their Act 1 index. If they approved by the Department, they may 
decide to increase property taxes slightly higher than their Act 1 Index. 

While these exceptions used to be applied for frequently to give school districts some flexibility as they 
were working through their budgeting process—as they never knew what their state funding would be 
until they were passing their final budgets in June (or after they had already passed their budgets), many 
school districts that were approved for exceptions did not use them. 

In more recent years, fewer and fewer school districts even apply for Act 1 exceptions, as evidenced by 
the historical reports on the Department’s website. The table below from the Department’s 2022-23 
report shows the number of school districts applying for exceptions and the amount of those 
exceptions, along with the dollar amount of exceptions actually used has continued to decrease 
significantly over time. 

 

 

 

https://www.education.pa.gov/Policy-Funding/PropertyTax/Pages/Referendum-Exceptions.aspx
https://www.education.pa.gov/Policy-Funding/PropertyTax/Pages/Referendum-Exceptions.aspx
https://www.education.pa.gov/Policy-Funding/PropertyTax/Pages/Referendum-Exceptions.aspx
https://www.education.pa.gov/Documents/Teachers-Administrators/Property%20Tax%20Relief/ReferendumExceptions/2022-23%20Report%20on%20Referendum%20Exceptions.pdf
https://www.education.pa.gov/Documents/Teachers-Administrators/Property%20Tax%20Relief/ReferendumExceptions/2022-23%20Report%20on%20Referendum%20Exceptions.pdf


 

 

 

 

 

 

 

 

 

 

 

 

 

 

What is driving property tax increases? 

Over the last decade, school districts have experienced an explosion of rising mandated state and 
federal costs in three major areas: special education, charter school tuition and pensions. Meanwhile, 
on the whole, the state’s funding of these growing mandates has not kept pace. As a result, there 
continues to be a fiscal education deficit resulting in the reliance on local tax revenue increases and 
necessitating the need and allocate fund balances every year. 

As illustrated in the figure below, state and federal mandates for those three major cost areas have risen 
$6.5 billion since 2010-11. Meanwhile, state revenues supporting those costs have grown $2.8 billion as 
property taxes raised $3.4 billion during that timeframe and combined, meaning over $500 million of 
other revenue or budget cuts had to be made. 

School district spending has not been out of control over the last decade, mandates and how school 
districts are required to pay for them as public policy has been.  



 

 

What is capital reserve planning? 

Some school districts operate a capital reserve fund—a fund outside of the General Fund to be used for 
infrastructure needs. Once funds are moved into the capital reserve fund, they cannot be moved out.  

Most school districts that currently utilize a capital reserve fund for infrastructure needs have a clear list 
of projects and capital formation items identified that may include more than ten years of projects, needs, 
and estimated costs. The school board aligns priorities each year as to what capital projects move forward. 
The amount of money in this fund is rarely enough to cover the needs that can be identified on these lists.  

Additionally, capital reserve fund projects often require a minimum of two or even up to five years of 
lead time for investigating, planning, obtaining municipal approvals, land development, and bidding and 
project implementation. As the state has withdrawn from all PlanCon support, school districts are 
effectively using capital reserve funds to do the best they can to pay as they go and plan ahead for 
capital project needs.  


