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Auditor General DePasquale Says School Districts, IUs Have Borrowed
More than $346 Million Because of State Budget Impasse
Another 28 school districts expected to borrow in October as ‘imperfect storm’ approaches
HARRISBURG – Auditor General Eugene DePasquale today said that through September, the prolonged
state budget impasse forced at least 17 school districts and two intermediate units to borrow more than
$346 million to meet expenses and keep classrooms open. Interest and fees on those borrowed
education dollars could reach $11.2 million.
“Our students have returned to their schools, but much-needed state funding is stalled by the budget
impasse in Harrisburg,” DePasquale said. “It’s causing financial insecurity in schools across Pennsylvania
and already forcing some to borrow money.
“Instead of focusing on education, schools across the state are having meetings to try and figure out
how to get by every month, and shopping banks for loans that will hopefully allow them to keep the
lights on.”
In the past month, Department of the Auditor General staff spoke with officials at nearly 300 school
districts across the state. The department will continue to reach out to school districts and release
updated borrowing figures every month until the final budget is signed into law.
In addition to loan interest payments and fees, the drawdown on schools’ reserve funds results in a
permanent loss off future investment income that could support school programs.
“Every available dollar of school funding should go to classroom education, not interest payments and
loan fees,” DePasquale said. “We already are seeing extra costs through borrowing and lost revenue
from abandoned investments, and it is certainly going to get worse each day this impasse drags on.
“Even if the commonwealth repays the borrowing costs to the districts and IUs — and that is not
guaranteed — the money has to come from somewhere, and that could eat into other parts of the
education budget,” he said. “This is already a huge problem affecting districts in rural, suburban, and
urban areas. And it is going to turn into a crisis if the budget doesn’t get passed now.”
Some districts are struggling to get loans. For example, Steelton-Highspire School District in Dauphin
County reports that it has enough cash to last until the end of September, then it will need to borrow
about $8 million. So far, multiple loan requests have been rejected by banks.
“We are seeing the bond ratings for many schools being downgraded, making it even harder and more
costly to borrow money to keep classes open until the state budget is resolved,” DePasquale said. “Who
is going to help these school districts?”
More than 169,283 students are enrolled in the school districts and intermediate units that reported
borrowing to date:
County
Allegheny
Allegheny

School District
Clairton City SD
McKeesport Area SD

Amount Borrowed
$2,000,000
$5,000,000

Allegheny
Beaver
Bradford
Clearfield
Erie
Fayette
Fayette
Lackawanna
Lackawanna
Monroe
Philadelphia
Potter
Washington
Washington
Washington
Berks
Cumberland &
Dauphin & Perry

Sto-Rox SD
Aliquippa SD
Canton Area SD
Philipsburg-Osceola Area SD
Union City Area SD
Albert Gallatin Area SD
Connellsville Area SD
Carbondale Area SD
Mid-Valley SD
East Stroudsburg Area SD
Philadelphia City SD
Northern Potter SD
Bethlehem-Center SD
California Area SD
Charleroi SD
IU 14

$7,300,000
$2,000,000
$2,000,000
$4,000,000
$2,500,000
$3,900,000
$9,500,000
$900,000
$3,020,000
$10,000,000
$275,000,000
$5,000,000
$2,000,000
$2,000,000
$4,000,000
$4,500,000

IU 15

$2,000,000
$346,620,000

Total

“The number of schools and the amounts being borrowed are going to go up exponentially the longer
the budget stalemate goes on,” DePasquale said, noting that the Pennsylvania Department of Education
did not make its September education payments to schools, and PDE will likely miss the next monthly
installment due to schools on Thursday, Oct. 1. Information provided today does not include data from
200 school districts auditor general staff have not yet spoken to as of September 28.
“Based on our conversations with school districts so far, at least 28 additional districts and two more
intermediate units will be forced to borrow an estimated total of $122 million in October.”
DePasquale said that in addition to Pennsylvania’s state budget woes, there is a possible federal
government budget stalemate that could turn off funding to the states, including money for education.
“If these two budget stalemates collide, we are looking at what I would call an ‘imperfect storm,’ as
there is certainly nothing ‘perfect’ about the pain and disruption such a scenario could foist on students,
parents, teachers, and taxpayers,” DePasquale said.
The auditor general noted that the budget problems are also affecting charter schools because some
school districts are reducing or stopping tuition payments to charters until state money begins flowing.
“The relationships between school districts and charter schools has been tenuous at best ever since
partial charter school tuition reimbursements to school district ended in 2011,” DePasquale said. “This
budget stalemate will just make the relationship between these educational entities even more
strained, and that does not help students.”
A summary of the results from school districts and intermediate units is available online at
www.PaAuditor.gov.
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