
CENTRAL BUCKS SCHOOL DISTRICT 
Finance Committee Minutes 

May 21, 2014  
 

The Finance Committee meeting was called to order at 7:15 p.m. by Jerel Wohl, Chairperson 
 
PUBLIC COMMENT 
Two member of the public were present.   
 
APPROVAL OF MINUTES 
The April 16, 2014 Finance Committee meeting minutes were accepted as presented. 
 
INFORMATION/ DISCUSSION/ACTION ITEMS 
 
2014-15 Budget – A brief budget presentation was given with some minor updates from the April Board 
presentation.  There are no changes to the bottom line revenues or expenses since April.  The district did 
receive notification from the Pennsylvania Department of Education (PDE) that it would receive an 
additional $290,000 from the state in gambling rebates to help offset real estate taxes for homestead and 
farmstead properties.  While this additional funding will increase state revenues by $290,000, it will reduce 
local real estate tax collection by the same amount.  The additional gambling rebates will have a positive 
impact on homeowners.  The proposed 1.06% millage increase, equates to an additional $52 in taxes for the 
typical home owner in CBSD, but after realizing a $9 real estate tax reduction due to the increased 
gambling rebate, the actual increase is $43 or about 0.9% tax increase. 
 
Discussion also took place regarding the governor’s proposed budget as state revenues may be $1B or more 
short of original projections.  The governor is also proposing to use several sources of non-recurring 
revenue to increase school district funding for 2014-15.  If the governor is not able to provide the full 
increased allocation planned for CBSD of about $1.25M, the district has several tools it can use to absorb 
the reduced state funding.  The 2014-15 budget has a contingency of $490,000, potential expense reductions 
can be managed throughout the year, local revenue projections are conservative so they may exceed the 
budgeted amount, and the district could also reduce budgeted transfers into capital accounts. 
 
Discussion took place over the amount of funds in district capital reserves and fund balance.  The district 
has about $18.5M in the general fund balance with about $25M in other capital funds (technology, 
transportation, short and long term capital, OPEB, and self-insured health care as of June 30, 2013).  The 
district has about $73k set aside for future debt pay off (after withdrawing $73M to pay off debt in June of 
2013) with the goal of accumulating $60M to pay off more debt in the future.  A question was also asked 
how much principal is paid off each year?  About $17M in principal payments and $8M in interest 
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payments are made each year.  These amounts will be reduced in future years due to pre-payment of debt in 
2011 and 2013.   
 
The committee questioned to re-confirm that there were no program cuts or increases to class size proposed 
in the 2014-15 budget.  
 
The committee agreed to move forward with the final budget presentation on May 27th. 
 
Update on Contracting for Food Services – Due to the changes scheduled for the 2014-15 school 
year by the Healthy Hunger-Free Kids Act, the school district must adopt a new food service 
contract after four years instead of the normal five year cycle.  An overview of the food service 
company evaluation process was presented.  PDE requires school districts evaluate eight major 
categories but does not specify the criteria to be used in the evaluation.  Administration will 
evaluate the four criteria that are financially based, while an evaluation committee will review the 
four remaining categories that are more subjective in nature. 
 
The food service companies will deliver their proposals on May 30th.  The district will prepare 
review materials for the evaluation committee by June 5th.  The evaluation committee should 
complete its work by June 11th.  Administration will prepare a summary of the evaluation and 
make a recommendation to the finance committee on June 18th.  The school board can then 
consider a new food service contract, pending solicitor review, on June 24th. 
 
 
District Depositories – A list of financial institution was presented to the committee that the 
district intends to work with during 2014-15.  The banks financial positions have been reviewed to 
make sure they are a reasonable risk for deposits and their financial performance will be reviewed 
quarterly.   
 
The committee recommended this item be placed on the school board agenda for consideration. 
 
Policy 810.3 Audio and Video Recordings on School Vehicles – A new Pennsylvania School 
Boards Association policy was reviewed with the committee.  This is a new policy due to recent 
legislation making it legal across Pennsylvania to record audio and video on school vehicles if 
proper signage is in place.  Prior to this law, school districts had to get approval from the local 
district attorney. 

The committee asked how long a recording is maintained on the bus video system?  The 
recordings typically can be held for about two weeks.  Is the saved recording time reduced if the 
bus is used for field trips and sports trips?  Yes, the recordings can be reduced to less than two 
weeks depending how many hours per week a bus is in service.  The records are limited to the size 
of the hard drive on the bus recording system. 

The committee recommended notification of the policy to parents is done through the yearly bus 
stop notification post card, via the student hand book embedded in the school calendar, and in the 
transportation section of the district website in lieu of a special letter sent to parents each year. 

The committee directed that the new policy be placed on the school board agenda for 
consideration. 



Lease of District Owned Farmland - Central Bucks School District owns approximately 40 acres 
along Anderson Road in Buckingham Township (tax parcel number 6-14-62).  Mr. Stepnoski has 
been leasing this property from the district.  The new lease would start April 2014 and end March 
31, 2019.  The lease can renew for one-year terms after the initial five years unless either party 
gives 90 days written notice.  The prior lease was for $30 per acre. 
 New payments will be $50 per acre: 

• $2,000 September 1, 2014 
• $2,000 February 1, 2015 
• $2,000 February 1, 2016 
• $2,000 February 1, 2017 
• $2,000 February 1, 2018  

In addition, Mr. Stepnoski agrees to comply and implement, at his expense, the best practices and 
recommendations of the Bucks County Conservation District to protect top soil, minimize soil 
erosion, and properly manage watershed.  
 
The committee agreed to place this item on the school board agenda for consideration. 
 

Accept the PDE Rebate from the 2013 Debt Defeasement - In June of 2013 the school board 
approved a debt defeasance plan.  This plan used approximately $73M to buy US 
government securities and place the securities in escrow accounts.  Interest from the 
escrow accounts along with the original principal amount will be used to pay future bond 
principal and interest payments associated with school construction and renovation.  The 
escrow accounts will also pay off a portion of the existing bond principal amounts 
outstanding upon reaching the bond call dates.  The $73M deposit into escrow will allow 
for a $85.9M reduction in payments over the life of the district’s bonds due to the 
elimination of future principal and interest payments because outstanding debt will be 
paid ahead of schedule. 

The bond defeasance plan will reduce annual principal and interest expenses in the 
general fund budget for the life of the outstanding bond issues.  The reduction in debt 
expense will help the district pay for the projected increase in Pennsylvania School 
Employees Retirement System (PSERS) expenses without maximum real estate tax 
increases each year.  PSERS expenses are expected to increase by 83% over the next 6 
years.  Current PSERS expenses of approximately $10M per year are expected to increase 
to $19.4M by fiscal year 2019-20 assuming minimal wage inflation during that time 
period. 

A second benefit of the school district’s prepayment of debt is that the state will also see a 
savings.  The state reimburses the district for a portion of our debt payments.  Since 
future principal and interest payments will be lower, the state will not need to reimburse 
CBSD as much as originally anticipated.  As a result of the prepayment of principal and 
state savings, PDE will send $2,329,991.56 to the district on May 29th, 2014.  This is the 
present value of future payments the state would have made to the district if CBSD had 
not prepaid some of the outstanding bond debt. 



The PLANCON K document communicates the financial aspects of the debt defeasance 
to PDE.  From this submission, PDE calculated the exact amount of reimbursement CBSD 
will receive:  $2,329,991.56 

The committee discussed where it could place the one-time state reimbursement.  A 
question was asked if the reimbursement could be used to eliminate the proposed tax 
increase?  It could be used to eliminate the tax increase but caution was advised since the 
reimbursement was a one-time source of state funding and will not help to eliminate 
future budget deficits.  The committee directed administration to place the state 
reimbursement in the technology capital fund to help replenish it from the expenses 
associated with the secondary schools wireless network project.  Funding can be 
reallocated to other capital funds in the future upon a vote by the school board. 

The committee recommended that this be placed on the school board agenda for consideration. 

 
 
ADJOURNMENT 
The meeting adjourned at 8:20 p.m.   
 
Minutes submitted by Dave Matyas, Business Administrator and Administrative Liaison to the 
Finance Committee 
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CENTRAL BUCKS SCHOOL DISTRICT 

Finance Committee Minutes 

April 16, 2014  
 

The Finance Committee meeting was called to order at 7:25 p.m. by Jerel Wohl, Chairperson 

 

PUBLIC COMMENT 

One member of the public was present.  Beth Darcy commented on the usage of concession stands 

by parent groups.   

 

APPROVAL OF MINUTES 

The March 19, 2014 Finance Committee meeting minutes were accepted as presented. 

 

INFORMATION/ DISCUSSION/ACTION ITEMS 

 

Presentation on Healthy Hunger-Free Kids Act (HHFKA) ban on A La Carte Items Starting 

in 2014-15 – Craig Linn and Lindsay Sankovsky of Aramark presented a summary of the impact 

the HHFKA will have on district a la carte food sales at the high schools.  A la carte food items 

will no longer be permitted to be sold in the National School Lunch Program starting in 2014-15.  

Looking at district statistics, approximately 80% of high school students who purchase breakfast or 

lunch, buy some type of a la carte item every day.  Elimination of a la carte items will dramatically 

reduce the food choices high school students have every day. 

 

If students lose many of the choices they currently have access to, there are concerns that the food 

service program may become unappealing as there will be a lack of variety for a captive set of high 

school students over the 184 day school year.  There is also concern that limited food choices will 

impact the district’s ability to expand wellness initiatives at all grade levels.  

 

Student food based fund raisers that take part during the school day or within a half hour of the end 

of the school day must also be eliminated as they are considered competitive foods under the 

HHFKA.  

 

Financially, the loss in revenues from eliminating a la carte items at the high schools would be 

$300,000 per year at a minimum.  This assumes there would be no loss in participation in the lunch 

program by high school students.  Realistically, the loss per year would likely be in the $400,000 

to $500,000 range.  This level of lost revenue would make it difficult to pay for food service 
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related expenses such as equipment repair / replacement, utility expenses, and payment for lunch 

room aides and custodial services. 

 

According to the USDA, the district has three options: 

1. Keep the high schools on the National School Lunch Program (NSLP), lose food choices, 

and absorb the financial impact.  

2. Provide a la carte foods as free side menu items on Mondays then make them available for 

sale Tuesday through Friday.  All the current a la carte options would be nearly impossible 

to incorporate into a Monday only menu and also comply with the HHFKA calorie limits. 

3. Remove the high schools from the NSLP. 

a. This provides access to meals that will meet or exceed HHFKA. 

b. Provide students with a much greater variety of food choices. 

c. Will minimize a financial loss. 

d. Will provide the district with the resources to expand district wellness initiatives at 

all grade levels. 

e. The district wellness policy would govern food choices at the high school. 

i. The district would not serve soda (diet or regular) under this program. 

ii. The district would not re-install deep fryers. 

iii. Vending machines would still maintain only healthy snack choices. 

iv. Future high school menus would maintain current menu selections along 

with adding more options to choose minimally processed food items. 

 

The committee had lengthy discussions on the merits of each option and ran through scenarios of 

keeping the high schools on the NSLP to taking all the schools off the NSLP.  There was 

discussion on the best way to communicate this complicated topic to parents and students.   

 

The committee asked what would happen to students of families that qualify for free or reduced 

priced meals if the high schools no longer participated in the NSLP?   Students who qualify would 

continue to receive free or reduced price meals.  Revenues from lost state and federal subsidies 

could be recovered by increasing prices by 3.5% at some point in time.  But, the school district 

would like to see if increased student participation in the future will offset any lost state or federal 

subsidies before discussing potential price increases.  The bottom line is students who qualify for 

free or reduced price meals will not see any changes under a plan to remove the high schools from 

the National School Lunch Program. 

 

Why is the change happening now?  The US Congress directed the USDA to grant a waiver from 

the a la carte rule for a one year period.  The USDA ruled in early April that it did not have the 

authority to grant a waiver causing the district to take action now rather than in 2014-15 during the 

normal food service Request For Proposal (RFP) cycle. 

 

The committee directed administration to present this information to the Board at a meeting in 

May. 

 

Aramark Food Service Contract Extension – Administration is recommending a contract 

extension with Aramark.  2014-15 would be the district’s fifth year with Aramark.  The Aramark 

guarantee would remain at $722,000 per year. 

 

There is also a very good possibility that the district will need to complete a full Request For 

Proposal (RFP) for food services over the next two months due to the new US Department of 

Agriculture (USDA) regulations on a la carte food items.  Eliminating a la carte choices from the 
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high schools would have a major impact on the meal choices high school students have every day 

and the food service revenue stream.  In the best case scenario where there is no loss of student 

participation, it is estimated that food service revenues would decline by at least $300,000 per year 

at the high school level.  It is very likely that revenues would decline by $400,000 to $500,000 per 

year because student participation will very likely decline.  This would create a material change in 

the existing contract requiring a completely new RFP process according to the Pennsylvania 

Department of Education (PDE). 

 

As of April, PDE still feels there may be a one-year delay in implementation of the new a la carte 

rules.  But as the end of the school year gets closer, the chances that the USDA will implement a 

delay are reduced. 

 

The committee asked if the contract extension was perfunctory given the likelihood of completing 

a food service RFP process?   Administration agreed that a contract extension with Aramark for 

year 5 may not be implemented, but it will keep the district in compliance with PDE and USDA as 

the district completes a full RFP process. 

 

The committee recommended this item be placed on the Board agenda for consideration 

 

 

Food Service Pricing for 2014-15 – Administration is proposing a pricing increases for 2014-15.  

The proposed meal prices will bring the district into compliance with the Healthy Hunger-Free 

Kids Act (HHFKA) requirements. 

 

Proposed 2014-15 Pricing 

Current Prices 

Proposed 2014-
15  

Prices 

Meets Federal 
Targets for 

2014-15 

Elementary Paid Breakfast  $1.55 $1.65 Yes 

Middle Paid Breakfast $2.05 $2.15 Yes 

High School Paid Breakfast $2.30 $2.30 Yes 

    Elementary Paid Lunch $2.45 $2.55 Yes 

Middle Paid Lunch $2.80 $2.90 Yes 

Middle Premium Lunch $3.30 $3.40 Yes 

High School Paid Lunch $2.80 $2.90 Yes 

High School Tier 2 Lunch $3.30 $3.40 Yes 

High School Tier 3 Lunch (minimally processed) new for 2014-15 $4.25 Yes 

 

The committee asked the purpose behind the mandated price increase?  The HHKA requires the 

average school district lunch prices to be at or above the current levels of state/federal 

reimbursement for students who receive free meals.  This is an effort to make sure free meal 

subsidies are not use to help reduce the cost of full paid meals.  The USDA also recognizes that 

food products are more expensive under the new HHKA regulations.  Since the district food prices 

would be compliant with the HHFKA in 2014-15, can the district stop increasing prices?  The 

district must evaluate food prices each year using a USDA provided flow chart to calculate if 

district meal prices conform to program requirements each year. 

 

The committee recommended this item be placed on the Board agenda for consideration 
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2014-15 Budget Update – For 2013-14 earned income taxes are growing by about 10% compared 

to 2012-13. Administration believes that is because Keystone collection is becoming more efficient 

and partnering with the state department of revenue to find people who might not have filed local 

tax returns in the past.  The growth is too much to attribute to wage growth or a reduction in the 

unemployment rate.  The projected actual for 2013-14 is increasing by about $2M over 2012-13 

collections.  Hopefully that trend continues moving forward.  Administration would like to see 

another year of revenue to help confirm if a pattern of greater collection might be forming.  Local 

revenue estimates tend to be conservative as they can vary with economic activity especially the 

real estate market.   

 

Looking at budgeted state revenues, the district is using the Governor’s projections from his 

February budget briefing.  For Central Bucks, the governor is proposing to  increase basic 

subsidies by about $50,000, special education by $79,000, and increasing the Ready to Learn / 

Accountability Block Grant by $1.1M.  The retirement expense reimbursement is projected to 

increase by $3.9M because district retirement expenses are increasing by over 25% for 2014-15.   

 

In federal revenues, projections are for a reduction of about 10.5 percent.  During 2013-14 it was 

anticipated that federal revenues would drop by 20% due to sequestration cuts.  Due to fiscal year 

timing, part of the sequestration cuts occurred in 2013-14 with the remaining reductions likely to 

occur in 2014-15. 

 
Expenses are increasing by 3.73% over the 2013-14 projected actual expenses lead by 
increases in retirement and health care expenses.  Total expenses for 2014-15 are budgeted 
to be $301,538,508.  Revenues are projected to be $2,213,360 below expenses.  
Administration is recommending a 1.06% increase in the real estate tax millage rate which 
equates to a 1.3 mill increase or about a $52 tax increase for the typical Central Bucks 
home owner.  This continues the trend for the past four year of low or no tax increases. 
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The committee expressed some concern with budgeting the full amount of the governor’s proposed 

revenue increases as state revenues are trending behind the Governor’s estimates.  Administration 

recognizes this may be an issue and that state subsidies may be reduced by the legislature prior to 

the June 30
th

 deadline for state budget adoption.  Hopefully local revenues will continue to 

improve during 2014-15 and offset any losses that might be felt by state revenue reductions.   

 

The committee recommended the budget process continue with a presentation at the next school 

board meeting. 

 

School Bus Purchases – The district solicited bids for 9 77-passenger buses, 1 48-passenger bus 

with a wheel chair lift, and 1 9-passenger van.  Wolfington / International had the low bid on the 

77 and 48 passenger buses with Fisher Chevrolet in Reading Pennsylvania having the low bid on 

the 9 passenger van. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The committee asked why the recommendation was to purchase buses off the lot instead of waiting 

for factory delivery?  The transportation managers would like to have 5 new and hopefully more 

reliable buses as soon as possible to use for spring field trips that transport students to areas outside 

the district.  These buses are $240 more expensive than the factory ordered buses because they 

have V8 diesel engines as opposed to V6 turbo diesels.  The minimal price difference is 

outweighed by the benefit achieved with quick delivery for use in this school year.  It was also 

recommended to add storage compartments to 4 buses ordered from the factory to facilitate 

transportation of band and sports equipment to events. 
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A question was asked if the wheel chair bus included air conditioning?  It includes air conditioning 

as a part of the base specifications since many special needs students with health conditions require 

air conditioning when transported during the summer extended school year program.  The bus was 

also ordered with a white roof to help keep the bus cool. 

 

The committee recommended that this item be placed on the school board agenda for 

consideration.  

 

One Year Contract With Asset Control Solutions - An updated asset inventory will help Central 

Bucks manage fixed assets more efficiently.   It will provide data to adequately insure our assets, 

providing proof of loss if engaged in an insurance claim, help with fiscal planning for replacement 

of assets, and reduce the risk of theft.   

 

Central Bucks also recognizes the need to implement required accounting and financial reporting 

standards mandated by the Governmental Accounting Standards Board (GASB) and PDE. Both 

GASB 34 and PDE require the district to properly record and classify capital assets and to 

depreciate them over their recognized useful lives. Our local auditors rely on the information 

provided in our fixed asset schedules to adequately report assets on our financial statements and 

footnotes.     

 

The last update to Central Bucks’ asset inventory was performed about 10 year ago by Maximus, 

Inc. We have obtained 3 proposals for an update to our fixed asset inventory. It is therefore 

recommended that we move forward with the selection of the low cost proposal to perform an 

asset re-evaluation.    

 

A question was asked if there was any concern with the discrepancy between the lowest price and 

the other two quotations?  Given the equal scope of work provided by all three companies and their 

references from other school districts, administration is confident in the ability of the lowest priced 

company to perform the work needed. 

 

Request for Proposal Responders were: 

Asset Control Solutions Inc.  $37,000 

American Appraisal    $59,850 

Asset Works (Maximus)   $64,995 

 

The administration is recommending approval of a one-year contract with Asset Control Solutions. 

 

Supply Bid Results – The committee reviewed bid results for the following categories  

General Teaching   $117,534.48 

General Art     $  80,507.77 

Secondary Art   $  39,191.90 

Physical Education  $  17,529.94 

Science    $  29,227.52 

Technical Education  $  14,210.28 

Team Sports      $  67,977.56 

 

In addition, a purchase order was placed in February for uniforms for CB South. This order was 

placed to take advantage of an Early Buy Discount.  Uniforms were ordered for Football , Boys & 

Girls Basketball and Boys & Girls Soccer. The order total was $30,719.00.  This order was placed 
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under a Commonwealth of Pennsylvania CoStars Cooperative Purchasing Bid Agreement.  The 

uniforms were equal in cost to current bids and the district received the soccer uniforms for free. 

 

The committee asked if all supply bids were for typical items purchased each year?  The items bid 

and recommended for purchase are indeed typical yearly purchases. 

 

The committee recommended this item will be placed on the Board agenda for consideration.  

 

Audit Engagement approval - The School Code requires that a district conduct an annual audit of 

their financial statements by a firm of independent Certified Public Accounts.  The audit is 

conducted in accordance with generally accepted auditing standards in the United States of 

America.  An Independent Audit Report is provided that includes an introduction, a statement of 

scope and an opinion.   

 

Central Bucks entered into a five year audit agreement with Maillie, LLP to perform the district’s 

annual audit beginning with the 2007-2008 Fiscal Year. The audit engagement proposal is now 

provided on a year to year basis. The audit proposal for the 2013-14 Fiscal Year covers the same 

scope as prior year audits at a cost of $35,000.00, which is slightly lower than prior year cost of 

$37,500.00.  

 

Included in the annual school district audit is a review of the local tax collector reports and 

reconciliations which provide an overall assurance of proper reporting of tax collections and 

remittance of tax revenues to the district. In addition to this review it is prudent to periodically 

audit individual tax collectors to ensure proper collection procedures and processes are being 

followed.  It has been several years since an individual tax collector for the district has been 

audited so it is recommended that an audit be conducted of two tax collectors for the 13-14 school 

year to confirm compliance with required processes and reporting. A proposal from Maillie, LLP 

will provide their services at a cost not to exceed $1,500 per tax collector audit. 

 

The committee asked what are the benefits of a tax collector audit?  The district would receive a 

management letter review that analyzes the tax collector process to make sure proper accounting 

and reconciling procedures are in place, are being followed, and timely deposits are made into 

district accounts.  The committee asked if the new tax collectors would be audited?  The 

recommendation is to audit tax collectors who have been in office for a while and have procedures 

and historical records in place for review. 

 

The committee recommended that this be placed on the school board agenda for consideration. 

 

 

ADJOURNMENT 

The meeting adjourned at 9:05 p.m.   

 

Minutes submitted by Dave Matyas, Business Administrator and Administrative Liaison to the 

Finance Committee 
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May 21, 2014 Food Service Evaluation 

Evaluating Food 

Service in Central 

Bucks School District 
Costs and Revenues, 

Service, Menus, Quality, Wellness, Safety, 

Financial Condition / Stability, 

Accounting and Reporting Systems, 

Personnel Management, 

Experience/References,  

Marketing and Promotion, 

Student Involvement 
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Contracting for Food Service  -  

Overview 

• Every 5 years school districts must initiate 

Request for Proposals (RFP) for Food Services. 

– This is a United States Department of Agriculture 

(USDA) requirement 

– The Pennsylvania Department of Education (PDE) 

manages the process. 

– We are re-bidding the food service contract after the 4th 

year due to material changes in the contract from 

implementation of the Healthy Hunger-Free Kids Act. 
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Contracting for Food Service  -  

Overview  continued 

• The required structure of the RFP equates to a 

series of 1 year contracts over a 5 year period. 
 

– When the School Board awards a contract, they are 

awarding a 1 year contract. 
 

– If CBSD is satisfied with the performance of the 

food service company after the initial year, the 

School Board can vote to extend the contract each 

year for up to 4 more years. 
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Interest in CBSD 

• There are 48 food service companies 

who are approved by PDE to provide 

food service for schools. 

• About 6 of those companies can handle 

an account the size of CBSD 

– Aramark 

– Chartwells  

– Metz 

– Nutrition 

– Sodexo 

– Whitsons 
May 21, 2014 Food Service Evaluation 4 

All 6 requested our 

RFP package.  

Sodexo and 

Whitson’s dropped 

out of the process 
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The Evaluation Process 

• PDE is very specific on the requirements that 

must be included in the RFP document and the 

general categories to be evaluated. 

 

• PDE does not specify how each school district 

must conduct the evaluation or prepare a 

recommendation. 
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The Evaluation Process  continued 

• The evaluation committee will use documentation 

provided by each company that is summarized in  

the categories required by PDE  

– Review the documentation provided in the RFP 

response and form an independent opinion 

– Reference checks 
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The Evaluation Process  continued 

• Each evaluator must work independently (USDA / PDE 

requirement) 

• Award a numerical rating of 0 to 100 in an effort to quantify 

subjective material (100=best) 

• Minor differences in criteria scores are not as important as 

the overall ranking of companies by major category…. 
 

– Cost and Revenue, 

– Service, Menus, Quality, Wellness, Safety, 

– Financial Condition/Business Stability, 

– Accounting and Reporting Systems, 

– Personnel Management, 

– Experience/References,  

– Marketing and Promotion, 

– Student Involvement 
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The Evaluation Process  continued 

May 21, 2014 Food Service Evaluation 8 

Major Category Weighting Reviewed By: 

Costs and Revenues 25 Points Administration 

Service, Menus, Quality, Wellness, Safety 15 Points Evaluation Committee 

Financial Condition / Stability 5 Points Administration 

Accounting and Reporting Systems 5 Points Administration 

Personnel Management 20 Points Evaluation Committee 

Experience/References 15 Points Administration 

Marketing and Promotion 10 Points Evaluation Committee 

Student, Parent, staff, Involvement 5 Points Evaluation Committee 

Total Weighted Points 100 Points 
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Applying the Scoring System   

• Award a numerical rating of 0 to 100 (100=best) for each 

criteria in an effort to quantify subjective material.  Only 

one company can receive a score of 100 for each criteria 

• Try to create as much numerical differentiation as 

possible between companies for each criteria 

May 21, 2014 Food Service Evaluation 9 

Critieria Company A Company B Company C Company D Company E Company F

Nutrition content of food offered 100 20 85 60

Compliance with the district wellness policy 40 60 100 50

Menus - design, variety by day / month 60 85 40 100

Food quality 85 100 60 40

Food Sanitation 50 40 100 60

Employee safety, training, certification 100 75 90 50

Total Points Out of 600 Possible Points 435 380 475 360 0 0

Map the evaluator score into the PDE system 13 11 15 9 0 0

Category: Service, Menus, Quality, Wellness, Safety - Example 
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 Applying the Scoring System continued  

• Award a numerical rating of 0 to 100 (100=best) 

in an effort to quantify subjective material 

May 21, 2014 Food Service Evaluation 10 

Critieria Company A Company B Company C Company D Company E Company F

How many school districts served 60 90 100 40 0 0

How many school clients with enrollment over 7,000 100 80 70 60 0 0

How many years in the food service business 50 100 40 80 0 0

Reference checks 40 90 100 60 0 0

Total Points Out of 400 Possible Points 250     360   310 240   -  -    

Points Awarded out of 15 11 15 13 9 0 0

       Category:   Company Experience 
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Review Time lines 

• May 30th 2:00pm, Companies deliver RFP responses to CBSD  

• June 2nd- 4th, district assembles review materials for evaluation team 

• June 5th, handout evaluation materials to committee 

• June 11th, Evaluation Committee– reports due to Dr. Weitzel 

• June 11th – 13th, School district summary of evaluator’s results  

• June 18th, School Board potential interviews at Finance Committee 

• June 18th, Results presented to finance committee  

• June 24th, School Board potentially awards food service contract  

• July 1st, New contract becomes effective 
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Evaluation Committee 

• The Evaluation Committee 

– Role is to provide feedback to the school board 

– New requirement:  Each evaluator must work 

independently as they review materials, develop their 

scores, and make recommendations (per USDA and 

PDE) 

– Minimum of three evaluators per USDA / PDE 

– Review of food service company materials is 

proprietary / confidential 
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Agenda Item 

Recommendation to approve Policy 810.2 Transportation Video / Audio Recording for first reading 

The Pennsylvania School Boards Association (PSBA) provides draft policies for school districts 

to use throughout the state.  PSBA wrote policy 810.2 to comply with new state laws that permit 

school districts to record audio and video on school buses.  Prior to the new laws, it was 

permitted to make recordings with the permission of the district attorney’s office and following 

the direction of the district attorney’s office such as posting signs on school buses so that 

passengers are aware of the recordings. 

 

 This is a new policy developed by PSBA. 

 Administration does not recommend any changes to the policy. 

 The district is currently in compliance with all of the policy requirements and 

recommendations. 

 
FOR ACTION: Approval of School Board Policies (first read) 

#810.2 Transportation Video / Audio Recording 

 

RECOMMENDATION: 

Approve policy 810.2 on first read 
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Agenda Item 

Recommendation to enter into an agreement with Mr. Aaron Stepnoski to lease district property 

for the cultivation of crops at a rate of $50 per acre per year for a five year term. 

FOR ACTION: Five Year Lease With Mr. Stepnoski 

Central Bucks School District owns approximately 40 acres along Anderson Road in 

Buckingham Township (tax parcel number 6-14-62).  Mr. Stepnoski has been leasing this 

property from the district.  The new lease would start April 2014 and end March 31, 2019.  The 

lease can renew for one-year terms after the initial five years unless either party gives 90 days 

written notice.  The prior lease was for $30 per acre. 

Payments will be: 

 $2,000 September 1, 2014 

 $2,000 February 1, 2015 

 $2,000 February 1, 2016 

 $2,000 February 1, 2017 

 $2,000 February 1, 2018  

In addition, Mr. Stepnoski agrees to comply and implement, at his expense, the best practices 

and recommendations of the Bucks County Conservation District to protect top soil, minimize 

soil erosion, and properly manage watershed.  

 

RECOMMENDATION: 

The administration is recommending approval of the five-year lease with Mr. Aaron Stepnoski. 

 

 

FInance Committee Wednesday May 21, 2014      Page 24 of 85     



FInance Committee Wednesday May 21, 2014      Page 25 of 85     



FInance Committee Wednesday May 21, 2014      Page 26 of 85     



FInance Committee Wednesday May 21, 2014      Page 27 of 85     



FInance Committee Wednesday May 21, 2014      Page 28 of 85     



FInance Committee Wednesday May 21, 2014      Page 29 of 85     



FInance Committee Wednesday May 21, 2014      Page 30 of 85     



Agenda Item 

Recommendation to approve receipt of PDE reimbursement for the partial debt defeasance of the 

2011A and 2011C bond issues and place the reimbursement into the _________ capital fund. 

 

FOR ACTION: PDE Receipt Approval 

In June of 2013 the school board approved a debt defeasance plan.  This plan used approximately $73M 
to buy US government securities and place the securities in escrow accounts.  Interest from the escrow 
accounts along with the original principal amount will be used to pay future bond principal and interest 
payments associated with school construction and renovation.  The escrow accounts will also pay off a 
portion of the existing bond principal amounts outstanding upon reaching the bond call dates.  The 
$73M deposit into escrow will return $85.9M in savings over the life of the district’s bonds due to the 
elimination of future interest payments because principal amounts will be paid ahead of schedule. 

The bond defeasance plan will reduce yearly principal and interest expenses in the general fund budget 
for the life of the outstanding bond issues.  The reduction in debt expense will help the district pay for 
the projected increase in PSERS state retirement expenses without maximum real estate tax increases 
each year.  PSERS expenses are expected to increase by 83% over the next 6 years.  Current PSERS 
expenses of approximately $10M per year are expected to increase to $19.4M by fiscal year 2019-20 
assuming minimal wage inflation during that time period. 

A second benefit of the school district’s prepayment of debt is that the state will also see a savings.  The 
state reimburses the district for a portion of our debt payments.  Since future principal and interest 
payments will be lower, the state will not need to reimburse CBSD as much as originally anticipated.  As 
a result of the prepayment of principal and state savings, PDE will send $2,329,991.56 to the district on 
May 29th, 2014.  This is the present value of future payments the state would have made to the district if 
CBSD had not prepaid some of the outstanding bond debt. 

The PLANCON K document communicates the financial aspects of the debt defeasance to PDE.  From 
this submission, PDE calculated the exact amount of reimbursement CBSD will receive:  $2,329,991.56 

RECOMMENDATION: 

The administration is recommending approval of the PDE reimbursement so that it may be properly 

recorded in the minutes as required by PDE. 
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LOGIC 

QUARTERLY REPORT 
(AS OF MARCH 31, 2014) 

 

CENTRAL BUCKS SCHOOL DISTRICT 
 

 Lawlace Consulting LLC is pleased to continue assisting the Central Bucks 

School District in providing services related to the investment of public funds.  In 

accordance with our Investment Consulting Agreement, we have prepared the following 

analysis and review of services provided to you. 

 

Financial Markets Overview 

 

 The Janet Yellin years at the Federal Reserve started with additional reductions 

in the Fed’s monthly asset purchase program.  The Fed maintained its commitment to 

extremely low short-term interest rates but indicated a potential rise in the fed funds rate 

in 2015.  Almost all of the 30 largest financial institutions passed the annual stress test 

and the banking industry continued its string of profitable quarters.   

 

 Monetary Policy and Interest Rates.  Janet Yellin’s first meeting as Chair of the 

Federal Reserve featured a calibrated reduction in the Fed’s “taper” of its bond-buying 

quantitative easing program and a shift in the factors that the Fed will consider in setting 

the benchmark fed funds rate.   

 

 The Federal Reserve began monthly purchases of $40 billion of long-term 

Treasury securities and $45 billion of Fannie Mae, Freddie Mac and Ginnie Mae 

mortgage-backed securities in December 2012 in an effort to keep long-term rates low to 

encourage borrowing, spending and investing.  The Fed dropped its monthly bond 

purchases from $85 million to $75 billion in December 2013, the first step toward ending 

this version of quantitative easing, followed by an additional reduction of $10 billion in 

January.  The Fed made “a further measured reduction in the pace of its asset purchases” 

to $55 billion per month at its March meeting.  The Federal Open Markets Committee 

(FOMC) noted that it is likely to reduce the pace of asset purchases at future meetings; 

the current downward trend is likely to extinguish the taper by the fall.   

 

 The Committee reiterated its commitment to keeping short-term interest rates near 

zero by maintaining the current 0 to ¼ percent target range for the fed funds rate.  How 

long that extremely low rate will be maintained will depend on the FOMC’s assessment 

of progress towards its twin objectives of maximum employment and 2 percent inflation 

by evaluating such factors as measurements of labor market conditions, indicators of 

inflation pressures and inflation expectations and readings on financial developments.  

The FOMC’s statement concluded that it “continues to anticipate, based on its assessment 

of these factors, that it likely will be appropriate to maintain the current target range for 

the federal funds rate for a considerable time after the asset purchase program ends.”  

This formulation represented a change from prior pronouncements which linked an 

increase in the fed funds rate to a reduction in the unemployment rate below 6.5%, a goal 

now in sight with the current unemployment rate at 6.7%.   
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 At a news conference after the release of the FOMC statement, Janet Yellin 

suggested that a “considerable time” after the end of the asset purchase program might be 

defined as six months or so.  That would put the first increase in the fed funds rate about 

March 2015, if current trends continue, considerably earlier than the markets expected.  

Chair Yellin emphasized that dropping a 6.5% unemployment rate benchmark for raising 

interest rates “does not indicate any change in the committee’s policy intentions,” 

signaling that the Fed expects to continue its “easy money” policy.   

 

 The Fed also released rate forecasts from FOMC members which showed that 

thirteen of sixteen participants judged that the first increase in the target fed funds rate 

from the current range of 0 to ¼ percent will occur in 2015 with eleven of the sixteen 

forecasting a 2015 year-end target fed funds rate of 1.0% or higher.  The average forecast 

for fed funds in 2016 rose to 2.42%.   

 

 The bond market reacted to these developments with falling prices and rising 

yields on intermediate term bonds as shown in the chart below.  Yields on two-year 

Treasury notes rose as much as 10 basis points the day after the FOMC meeting.  Short-

term rates remained level over the last year while intermediate term rates trended upward.  

The chart shows the fast rise in bond yields following the June meeting when the FOMC 

announced its expectation that it would begin to taper its asset purchase program and the 

even sharper decline in yields following the September meeting when it unexpectedly 

delayed the start of its taper of bond purchases.  Rates declined again following the 

December FOMC meeting and the start of the Fed’s taper.  The increase in intermediate 

term rates after the FOMC meeting represents a resumption of this year-long climb.   
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 The Federal Reserve conducted its fourth annual stress test of the capital plans of 

the largest banking institutions and concluded that they are “collectively better positioned 

to continue to lend to households and businesses and to meet their financial commitments 

in an extremely severe economic downturn than they were five years ago,” reflecting 

continued broad improvement in banks’ capital positions.  The 2014 stress tests added an 

additional 12 firms with assets greater than $50 billion to the 18 institutions that have 

been included in the stress tests since 2009.  Only Zions Bancorp, a regional lender based 

in Salt Lake City, failed to meet the Fed’s minimum standards for a hypothetical two-

year downturn lasting into 2015 that included a deep recession featuring a severe drop in 

housing prices, a sharp increase in unemployment and a nearly 50% decline in stock 

prices.  The Fed also rejected capital plans for distributions to shareholders from 

Citigroup, Zions and the U.S. units of HSBC Holdings PLC, Royal Bank of Scotland 

Group PLC (parent of Citizens Bank) and Banco Santander SA (parent of Santander 

Bank, formerly Sovereign Bank).  Many of the remaining large banks planned to increase 

dividends or stock buyback plans following their successful stress test evaluations.   

 

 Banking Industry Highlights.  Quarterly net income for FDIC-insured institutions 

was $40.3 billion in the fourth quarter of 2013, 17% higher than for the corresponding 

quarter in 2012.  Earnings improved despite a decline of year-over-year quarterly 

revenues for the second consecutive quarter caused primarily by reduced mortgage 

lending.  Fifty-three percent of all insured institutions reported year-over-year growth in 

quarterly earnings, with only 12.2% of banks unprofitable, down from 15% in the last 

quarter of 2012. 

 

 The FDIC Chairman, Martin J. Gruenberg, noted that the “slow but steady 

improvement” since 2009 continued:  “Asset quality improved, loan balances were up, 

and there were fewer troubled institutions.  However, challenges remain in the industry.  

Narrow margins, modest loan growth, and a decline in mortgage refinancing activity have 

made it difficult for banks to increase revenue and profitability.”    

 

 Net income for all of 2013 was $154.7 billion, an increase of 9.6% compared to 

2012.  Only 7.8% of institutions were unprofitable in 2013, the lowest annual percentage 

of unprofitable banks since 2005.   

  

 Asset quality indicators improved at insured institutions as the amount of 

noncurrent loans and leases fell by 6.3% during the quarter.  Average net interest margin 

rose to 3.28%, the highest quarterly average in 2013, but still down from 3.34% in the 

fourth quarter of 2012.  Quarterly highlights include: 

 

  Total loan balances increased by 1.2% during the quarter  

  Average return on assets rose to 1.10% from 0.96% in 4Q2012 

  Rising interest rates in 2013 reduced demand for mortgage  financings 

 The number of problem banks fell for the 11
th

 consecutive quarter 

 24 banks failed during 2013, compared to 50 in 2012. 

 

 These ongoing challenges to financial institutions continue to require vigilance 

in monitoring the financial health of banks entrusted with public funds deposits.   
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Credit & Collateral Review 

 

 The Board Investments Report as of February 28, 2014 shows that the School 

District maintains significant investment deposits with First Niagara Bank, National Penn 

Bank, QNB Bank, Santander Bank, TD Bank, the Pennsylvania Local Government 

Investment Trust (“PLGIT”) and the Pennsylvania School District Liquid Asset Fund 

(“PSDLAF”).  The School District also has additional investments with banks that are 

below the FDIC insurance limit.  This report also reviews Citibank, Citizens Bank of 

Pennsylvania, JPMorgan Chase Bank and PNC Bank where the School District formerly 

invested funds or where current deposits fall below the FDIC limit. 

 

 In connection with this report we reviewed the available collateral reports of the 

financial institutions utilized by the School District.  Act 72 of 1971, the Commonwealth 

statute that governs the collateralization of public funds, provides significant latitude to 

financial institutions and permits them to use types of securities as collateral that are not 

allowed for direct investment by the School District.  Therefore, credit and collateral 

review is an on-going process. 

 

 Collateral Characteristics.  The latitude allowed by Act 72 permits financial 

institutions to sue a wide variety of types of securities, many of which may be subject to 

rapidly fluctuating values, as demonstrated by the turmoil in credit markets over the last 

three years.   

 

 Obligations of the United States, including direct United States Treasury 

obligations and obligations issued by Government National Mortgage Association 

(GNMA), are obviously the safest type of collateral for deposits, followed by obligations 

of federal agencies such as Federal National Mortgage Association (FNMA) and Federal 

Home Loan Mortgage Corporation (FHLMC).  GNMA, FNMA and FHLMC issue 

pooled securities containing mortgages that meet the criteria for conforming loans set by 

regulators.  These federal agency pooled securities are highly rated and highly liquid and 

are guaranteed by the federal agencies so that the securities maintain their value even if 

the underlying mortgages encounter problems.   

 

 Other institutions pledge municipal debt obligations such as general obligation 

and revenue bonds issued by states, counties, municipalities, authorities and school 

districts.  Municipal obligations issued by Pennsylvania entities are permitted 

investments for school districts under Section 440.1 of the School Code.  It should be 

noted that municipal obligations of entities located outside of Pennsylvania may be used 

as collateral even though school districts are not permitted to invest in them directly.  

While not as secure as U.S. Treasury obligations or federal agency instruments, 

municipal securities are generally considered to be safe.  In addition, many of them are 

insured by municipal bond insurers, adding another layer of security.  A 2003 study by 

Fitch Ratings of municipal defaults found that the cumulative default rate on municipal 

bonds issued between 1987 and 1994 was 0.63 percent.   

 

 Private label mortgage-backed securities (MBS), collateralized mortgage 

obligations (CMO), asset-backed securities (ABS) and collateralized debt obligations 

(CDO) may be used by some institutions as collateral.  Each of these types of securities 
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has different structures and characteristics that affect their value in different markets and 

therefore their suitability as part of a collateral pool.   

 

Thomson Reuters Bank Insight Ratings.  The LOGIC program uses financial 

analysis provided by Thomson Reuters Bank Insight (formerly known as Highline 

Financial) as one tool for evaluating the strength of a financial institution.  Thomson 

Reuters Bank Insight provides ratings of financial institutions on a quarterly basis using 

publicly available financial data.  A rating is based on a scale from 0 – 99 with 0 being 

the lowest and 99 being the highest.  Ratings are distributed on a bell curve with the large 

majority of institutions falling somewhere in the middle.  Bank Insight’s ratings are based 

on specific financial ratios that were selected after a study examining the best 

combination of ratios to determine the potential for failure.  The study was conducted on 

50 high performance and 50 failed institutions in 1988 and 1991 when there were high 

failure rates for banks.   

 

These ratios examine capital adequacy, asset quality, earnings and liquidity which 

are then weighted to indicate the relative importance of each ratio used in the rating 

system, as follows: 

 

Capital Adequacy  30% 

Asset Quality   35% 

Earnings   25% 

Liquidity   10% 

 

Bank Insight also assigns a peer group ranking based on the cumulative 

percentage of institutions rated below a particular rating.  For example, an institution may 

have a rating of 50 with a rating rank of 60 meaning that 60% of all institutions in the 

peer group have a ranking of 50 or below.  We generally consider a ranking of 20 to be 

the minimum acceptable level.  A decline of 10 points or more from one quarterly 

reporting period to another may also be an indication that the institution has experienced 

financial difficulty deserving inquiry.   

 

 Bank Insight’s peer group rating compares a financial institution to all institutions 

of like size based on the institution’s total assets.  The asset size peer groups for banks 

are: 

 

1. Total Assets > than $10 billion 

2. $5 billion to $9.9 billion 

3. $1 billion to $4.9 billion 

4. $500 million to $999 million 

5. $300 million to $499 million 

6. $100 million to $299 million 

7. $50 million to $99 million 

8. $25 million to $49 million 

9. $10 million to $24 million 

10. $0 to $9 million 

11. Chartered in last 3 years and assets less than $150 million 
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 This report looks at the Bank Insight peer group ratings in order to provide an 

overview of how each bank has fared during the course of the financial crisis.  The report 

also provides regional bank ratings that compare all institutions of like types to all others 

in a certain region based on where the bank is headquartered.  The Northeast region 

includes all of New England, New York, New Jersey and Pennsylvania.  

 

 Bank Information.   The financial information regarding each bank is presented as 

of December 31, 2013, the most recently available data.  Financial institutions continue to 

experience significant volatility that may not be reflected in this quarterly financial data.   

 

 Capital Adequacy.  Section 131 of the FDIC Improvement Act of 1991 

established five capital levels ranging from “well-capitalized” to “critically 

undercapitalized” to determine whether a bank requires prompt corrective action.  The 

highest level, Capital Category 1, requires that an institution meet or exceed the 

following requirements: (i) a Total Risk-Based Capital Ratio of 10.00%, (ii) a Tier 1 

Capital Ratio (core capital weighted assets) of 6.0%), and (iii) a Leverage Ratio (core 

capital to adjusted total assets) of 5.0%. 

 

 Thomson Reuters Bank Insight also calculates a Capital Adequacy Ratio based on 

Tier 1 capital minus any loss on assets held for sale divided by adjusted total assets.  

Thomson Reuters Bank Insight develops a peer group ranking for the Capital Adequacy 

Ratio using the same criteria as the overall peer group ranking described above.   

 

 Troubled Assets.  The “troubled asset ratio” compares the sum of the bank’s 

troubled assets with the sum of Tier 1 Capital plus Loan Loss Reserves.  “Troubled 

assets” are calculated by adding together the amounts of loans past due 90 days or more, 

loans in non-accrual status and Other Real Estate Owned (primarily properties obtained 

through foreclosure).  Non-loan bank assets such as mortgage-backed securities or 

collateralized debt obligations that a bank may own are not included in the valuation of 

troubled assets.  Higher values in this ratio generally indicate that a bank is under more 

stress caused by loans that are not paying as scheduled.   

Citibank N.A. 

Overview.  Citigroup Inc. is the parent company of Citibank.  Citigroup Inc. 

reported net income of $2.7 billion on revenues of $17.8 billion for the fourth quarter of 

2013 compared to net income of $1.2 billion on revenues of $17.9 billion for the 

corresponding quarter of 2012.  For all of 2013, Citigroup reported net income of $13.9 

billion on revenues of $76.4 billion compared to net income of $7.5 billion on net 

revenues of $69.1 billion for 2012.  On February 28, 2014 Citigroup revised downward 

its financial results described above by $235 million resulting from discovery of a fraud 

in its subsidiary in Mexico.  This revision reduced its net income for 2013 to $13.7 

billion.  Citigroup’s capital plans for shareholder distributions were rejected by the 

Federal Reserve as part of annual stress tests, as discussed above. 

Citigroup is “repositioning” its efforts to focus on urban areas and in mid-

December announced that it will shut its branches in many suburban Philadelphia 

locations, including Doylestown, Southampton and Warrington, Bucks County, and 
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Berwyn, Chester County.  No indication was given as to where any existing deposits or 

banking relationships would be transferred.   

Ratings.  Ratings for both Citigroup and Citibank are as follows: 

 

 

 Citibank’s Thomson Reuters Bank Insight peer group rating for December 31 was 

“64”, placing the bank in the 66
th

 percentile of its peer group of banks with total assets 

exceeding $10 billion.  Bank Insight ratings and rankings for the last two years were: 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 64 66 67 70 

9/30/2013 64 66 67 68 

6/30/2013 64 66 68 73 

3/31/2013 63 66 66 67 

12/31/2012 59 45 59 44 

9/30/2012 61 54 61 50 

6/30/2012 62 56 63 56 

3/31/2012 62 61 63 56 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 7.0 

 9/30/2013   9.1 7.5 

 6/30/2013   9.5 7.7 

 3/31/2013 10.2 8.2 

 12/31/2012 10.7 9.0 
 
 

 Moody's S&P Fitch 

Citigroup    

    

Outlook Stable Negative Stable 

Senior Debt  Baa2 A- A 

    

Citibank, N.A.    

    

Outlook Stable  Negative Stable 

Senior Debt A2 A A 
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 Capital Adequacy.  Citibank is classified as “well-capitalized” (Capital Category 

1) for federal regulatory purposes by meeting or exceeding the minimum measurements 

set forth below. 

 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 45

th
 percentile of its 

peer group.  

 

Citizens Bank of Pennsylvania 

 

 Recent Developments.  The Royal Bank of Scotland Group plc (RBSG), the 

parent company of Citizens Bank of Pennsylvania, recently announced that it had moved 

up the timing of its plans to sell a 25 percent share in its U.S. subsidiary, Citizens 

Financial Group (“CFG”), through an initial public offering.  The IPO is now expected to 

occur in the second half of 2014 with a full divestiture of Citizens by the end of 2016.  

Analysts suggested that the planned IPO might raise $10 billion for RBSG.  The United 

Kingdom government, which owns 83% of RBSG following massive infusions of 

taxpayer funds to shore up RBSG during the financial crisis, has been pressuring RBSG 

to raise capital to repay the British government.   

  

 This announcement followed a $4.4 billion pre-tax goodwill impairment charge 

during the second quarter of 2013 which resulted in a $3.7 billion loss for the six months 

ended June 30, 2013.  The Fitch ratings review of Citizens Financial Group’s ratings 

stated that the impairment charge “was the result of the prolonged delay in the full 

recovery of the U.S. economy and the impact of that delay on earnings estimates.”  The 

timing of the impairment charge may have been in anticipation of the proposed sale of 

0.00% 

2.00% 

4.00% 

6.00% 

8.00% 

10.00% 

12.00% 

14.00% 

16.00% 

18.00% 

Citibank Capital Ratios 

Total Risk-Based Capital Ratio Tier 1 Capital Ratio Leverage Ratio 

FInance Committee Wednesday May 21, 2014      Page 62 of 85     



 9 

CFG.  As a result, the Thomson Reuters Bank Insight ratings discussed below 

plummeted, even though regulatory capital ratios and other measurements of financial 

health remained strong. 

 

 The Wall Street Journal reported on March 25 that Japan’s Sumitomo Mitsui 

Financial Group Inc. was in preliminary talks with RBSG about acquiring Citizens 

Financial Group.  TD Bank has also been rumored to be considering a purchase of 

Citizens.  

 

 Citizens Bank has resumed use of pooled securities as collateral for public funds 

deposits following the expiration of unlimited FDIC insurance coverage for non-interest 

bearing transaction accounts that expired on December 31, 2012.  

 

 Ratings.   Current ratings for RBSG and Citizens follow: 

 

 

 

 Citizens’ Thomson Reuters Bank Insight peer group rating for December 31 was 

“21”, placing the bank in the 3
rd

 percentile of its peer group of banks with total assets 

greater than $10 billion.  Bank Insight ratings and rankings for the last two years were: 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 21   3 27   6 

9/30/2013 16   3 22   5 

6/30/2013   7   3 12   3 

3/31/2013 48 22 50 45 

12/31/2012 53 30 50 44 

9/30/2012 52 29 50 45 

 Moody's S&P Fitch 

RBSG    

    

Outlook 

Review 

for 

possible 

downgrade Negative Stable 

Long Term Baa1 BBB+ A 

    

Citizens Bank of 

Pennsylvania    

    

Outlook 

Review 

for 

possible 

downgrade Negative Stable 

Long Term A3 A- BBB+ 
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6/30/2012 50 27 49 42 

3/31/2012 50 29 48 40 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 6.5 

 9/30/2013   9.1 7.5 

 6/30/2013   9.5 7.3 

 3/31/2013 10.2 8.7 

 12/31/2012 10.7 8.5 

 

 Capital Adequacy.  Citizens Bank is classified as “well-capitalized” (Capital 

Category 1) for federal regulatory purposes by meeting or exceeding the minimum 

measurements as set forth below. 

 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 78

th
 percentile of its 

peer group.  

 

 Collateral Review.  Citizens resumed the use of an Act 72 collateral pool 

following the expiration of the FDIC program discussed above.  Citizens Bank 
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maintained collateral coverage in its Act 72 collateral pool of 105.2% of public funds 

held for deposit as of February 28, 2014. 

 

 The collateral securing the deposits consists of securities issued by Government 

National Mortgage Association (GNMA) and Federal National Mortgage Association 

(FNMA).  These securities are either direct obligations of the agencies or pools of 

residential mortgages that meet the criteria for conforming loans set by regulators for 

these federal agencies.  These federal agency pooled securities are highly rated and 

highly liquid.  These pooled securities are guaranteed by the federal agencies so that the 

securities maintain their value even if the underlying mortgages encounter problems.   

First Niagara Bank  

 Recent Events.  First Niagara reported operating net earnings of $70.1 million, or 

20 cents per diluted share, for the quarter ended December 31, compared to $71.6 

million, or 20 cents per diluted share, for the quarter ended September 30, 2013 and 

$53.6 million, or $0.15 per diluted share, for the quarter ended December 31, 2012.  

Nonperforming assets equaled 0.53% of total assets and 0.51% same as at June 30, 2013.  

Net income for all of 2013 was $265.1 million or $0.75 per diluted share compared to 

$140.7 million or $0.40 per diluted share for 2012.  The 2012 results reflected $184.0 

million in pre-tax acquisition and restructuring related expenses. 

Ratings.  On February 5, 2014 Fitch affirmed its long-term investment ratings of 

FNFG at BBB- and changed its outlook from negative to positive.  Fitch noted that 

the ratings are supported by the bank’s consistent performance during a difficult 
operating environment and credit performance that remains solid.  Fitch noted that 

the bank’s capital position is much lower than its peers and that may limit financial 

flexibility.   

 

 

 

 

 

 

 

First Niagara Bank’s Thomson Reuters Bank Insight peer group rating for 

December 31 was “52”, placing the bank in the 26
th

 percentile of its peer group of banks 

with assets of greater than $10 billion.  Bank Insight ratings and rankings for the last two 

years were: 

 Moody's S&P Fitch 

First Niagara 

Financial Group    

    

Outlook Stable Stable Stable 

Long Term Baa2 BBB BBB- 

    

First Niagara Bank    

    

Outlook  Stable Negative 

Long Term  BBB+ BBB- 
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Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 52 26 54 59 

9/30/2013 52 31 53 53 

6/30/2013 51 28 52 51 

3/31/2013 50 28 52 52 

12/31/2012 48 21 46 32 

9/30/2012 48 26 46 33 

6/30/2012 43 15 42 26 

3/31/2012 56 41 54 57 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 10.8 

 9/30/2013   9.1 11.4 

 6/30/2013   9.5 12.4 

 3/31/2013 10.2 12.6 

 12/31/2012 10.7 13.2 

 

 Capital Adequacy.  First Niagara is classified as “well-capitalized” (Capital 

Category 1) for federal regulatory purposes by meeting or exceeding the minimum 

measurements set forth below. 
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 17

th
 percentile of its 

peer group.  

 

 Collateral Review.  First Niagara Bank maintained collateral coverage of 

136.83% of public funds held for deposit as of February 28, 2014 (with non-Pennsylvania 

municipal securities valued at 80% of market value).  The securities in the First Niagara 

collateral pool as of February 28 consisted of federal agency securities (13.25%), 

Pennsylvania municipal securities (10.48%) and municipal securities from outside of 

Pennsylvania (75.97%).   

 

JPMorgan Chase Bank N.A. 

Overview.  JPMorgan Chase & Co. is the parent company of JPMorgan Chase 

Bank, the largest bank in the United States.  JPMorgan Chase & Co. reported net income 

of $0.45 billion on revenues of $23.9 billion for the third quarter of 2013 compared to net 

income of $5.1 billion for the corresponding quarter in 2012 on revenues of $25.9 billion.  

Third-quarter results included legal expense in Corporate of $9.2 billion ($7.2 billion 

after-tax), and a benefit from reserve releases of $1.6 billion ($992 million after-tax). 

Excluding these items, third-quarter net income would have been $5.8 billion, or $1.42 

per share. 

Ratings.  Ratings for both JPMorgan Chase & Co. and JPMorgan Chase Bank are 

as follows: 
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 JPMorgan Chase’s Thomson Reuters Bank Insight peer group rating for 

December 31 was “50”, placing the bank in the 25
th

 percentile of its peer group of 19 

banks with total assets exceeding $10 billion.  Bank Insight ratings and rankings for the 

last two years were: 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

     

9/30/2013 50 25 61 51 

6/30/2013 51 28 61 51 

3/31/2013 48 22 60 50 

12/31/2012 46 18 54 39 

9/30/2012 44 16 51 35 

6/30/2012 42 13 50 36 

3/31/2012 42 14 49 34 

12/31/2011 41 16 46 36 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 9/30/2013   9.1 11.0 

 6/30/2013   9.5 13.5 

 3/31/2013 10.2 15.1 

 12/31/2012 10.7 16.1 

 9/30/2012 11.4 17.6 
 
 

 Moody's S&P Fitch 

JPMorgan Chase 

& Co.    

    

Outlook Stable Negative Stable 

Senior Debt  A3 A A+ 

    

JPMorgan Chase 

Bank    

    

Outlook Stable  Stable Stable 

Long-Term 

 Debt Aa3 A+ A+ 
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 Capital Adequacy.  JPMorgan Chase is classified as “well-capitalized” (Capital 

Category 1) for federal regulatory purposes by meeting or exceeding the minimum 

measurements set forth below. 

 

 
 

 Bank Insight’s Capital Adequacy Ratio places the bank in the 6
th

 percentile of its 

peer group.  

 

 Collateral Review. A letter from JPMorgan Chase to the District confirms that 

U.S. Treasury Notes have been pledged as collateral for the District and are held at the 

Federal Reserve Bank of New York.  As of December 31, 2013 JPMorgan Chase stated 

that the pledge securities had a market value of $16,673,431.25.  The District’s 

investment report showed investments with JPMorgan of $16,563,454 as of December 

31.  Using those figures, the collateral coverage as of December 31 was 100.66%. 

 

National Penn Bank  

 Recent Developments.  National Penn Bancshares, the parent company of 

National Penn Bank, reported net income of $21.20 million, or $0.15 per share compared 

to adjusted net income of $24.56 million for the third quarter of 2013, or $0.17 per 

diluted common share inclusive of a restructuring charge.  For the twelve months ended 

December 31, 2013, the bank reported net income of $53.38 million or $0.37 per share 

compared to net income of $98.91 million or $0.66 for 2012.  Nonperforming assets also 

continued to decline. 
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 National Penn also announced recently that it was moving its headquarters from 

Boyertown to Allentown. 

   Ratings.  National Penn Bancshares, Inc., the parent company of National Penn 

Bank, does not have a credit rating. 

 National Penn Bank’s Thomson Reuters Bank Insight peer group rating for 

December 31 was “59”, placing the bank in the 39
th

 percentile of peer group banks with 

assets of $5 billion to $9.9 billion.  Bank Insight ratings and rankings for the last two 

years were: 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 59 39 53 53 

9/30/2013 57 37 52 50 

6/30/2013 50 23 46 33 

3/31/2013 32 10 29 10 

12/31/2012 73 82 63 82 

9/30/2012 73 77 63 83 

6/30/2012 72 74 61 79 

3/31/2012 73 75 62 80 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 5.5 

 9/30/2013   9.1 5.3 

 6/30/2013   9.5 5.5 

 3/31/2013 10.2 5.7 

 12/31/2012 10.7 5.4 

 

 Capital Adequacy.  National Penn Bank is classified as “well-capitalized” 

(Capital Category 1) for federal regulatory purposes by meeting or exceeding the 

minimum measurements set forth below. 
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 51

st
 percentile of its 

peer group.  

 

 Collateral Review.  National Penn Bank maintained collateral coverage of 

116.06% as of January 31, 2014.  The custodian for the pooled collateral account is the 

Federal Home Loan Bank.  While National Penn will provide collateral reports on a 

regular basis, its policy is to supply a listing of the actual collateral only upon specific 

request from a customer so we suggest that you request such a listing periodically.   

 

 We reviewed the list of collateral in the pool securing public funds deposits as of 

June 30, 2009, the last listing available to us.  The collateral consisted entirely of 

municipal general obligation and revenue bonds, some from Pennsylvania but the 

majority from out-of-state issuers.  While the School District would not be permitted 

under Section 440.1 of the School Code to own these out-of state obligations directly, Act 

72 does permit the use of these securities as collateral.   

 

PNC Bank 

Recent Events.  PNC reported net income for the fourth quarter of 2013 of $1.1 

billion, or $1.85 per diluted common share, compared to net income of $1.0 billion, or 

$1.79 per diluted common share for the third quarter of 2013 and $719 million or $1.24 

per diluted common share for the fourth quarter of 2012.  Net income for 2013 was $4.2 

billion or $7.39 per diluted common share compared with 2012 net income of $3.0 billion 

or $5.30 per diluted common share.  Nonperforming assets to total assets were 1.08 % at 
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December 31, 2013 compared with 1.17% at September 30, 2013 and 1.24% at 

December 31, 2012.   

Ratings.  PNC Financial Services Group Inc. is the parent company of PNC Bank, 

N.A.  Credit ratings for both entities are as follows: 

 

 

 

 

 

 

 

 PNC’s Thomson Reuters Bank Insight peer group rating for December 31 was 

“56”, placing the bank in the 39
th

 percentile of its peer group of banks with total assets 

greater than $10 billion.  Bank Insight ratings and rankings for the last two years were: 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 56 39 71 71 

9/30/2013 55 41 72 72 

6/30/2013 54 37 71 71 

3/31/2013 51 29 69 66 

12/31/2012 52 28 67 64 

9/30/2012 50 28 66 62 

6/30/2012 48 25 64 59 

3/31/2012 50 29 65 61 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 14.5 

 9/30/2013   9.1 15.4 

 6/30/2013   9.5 16.4 

 3/31/2013 10.2 18.2 

 12/31/2012 10.7 17.1 

 Moody's S&P Fitch 

PNC Financial 

Services Group, 

Inc.    

    

Senior Debt A3 A- A+ 

    

PNC Bank, N.A.    

    

Long-Term 

 Deposits  A2 A- A 
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 Capital Adequacy.  PNC is classified as “well-capitalized” (Capital Category 1) 

for federal regulatory purposes by meeting or exceeding the minimum measurements set 

forth below. 

 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 52

nd
 percentile of 

its peer group.  

 

 Collateral Review.  As of November 30, 2013 PNC maintained collateral 

coverage of 108.76% and 108.9% as of October 31, 2013.  The bulk of the security for 

the collateral for October and November is a $2,500,000,000 letter of credit issued by the 

Federal Home Loan Bank of Pittsburgh.  The use of a FHLB letter of credit is permitted 

by Act 72.  The remaining securities used as collateral is held in an Act 72 pool by the 

Federal Reserve Bank of Boston as third party custodian in an account entitled “Pooled 

Assets Account.”  Prior to October PNC used the securities in the Act 72 pool as the 

collateral for its public funds deposits. 

 

 A review of PNC’s collateral as of December 31, 2012 showed that it consisted of 

high grade federal agency securities from Fannie Mae and Freddie Mac and mortgage-

backed securities issued or guaranteed by Fannie Mae and Freddie Mac that present little 

credit or liquidity risk.  PNC now posts its collateral reports online but the monthly 

reports since December did not include a listing of the securities in the collateral pool 
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QNB Bank  

Overview.  QNB Corp. is the holding company for QNB Bank, headquartered in 

Quakertown.  QNB Bank operates eleven branches in Montgomery, Lehigh and Bucks 

counties.  

QNB Corp. reported net income of $1,962,000 or $0.60 per share on a diluted 

basis for the quarter ended December 31, 2013 compared to $2,125,000 or $0.66 per 

share for the corresponding quarter of 2012.  For the year ended December 31, 2013, net 

income was $8,392,000 or $2.57 per share compared to 2012 net income of $9,175,000 

or $286 per share on a diluted basis.  Nonperforming assets declined to 2.18% of total 

assets compared to 2.49% for the quarter ended September 30, 2013. 

Ratings.  QNB Bank’s Thomson Reuters Bank Insight peer group rating for 

December 31 was “53”, placing the bank in the 22
nd

 percentile of its peer group of banks 

with total assets of $500 million to $999 million.  Bank Insight ratings and rankings for 

the last two years were: 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 53 22 41 20 

9/30/2013 52 22 40 18 

6/30/2013 51 24 39 18 

3/31/2013 52 28 39 19 

12/31/2012 52 27 39 17 

9/30/2012 53 30 39 20 

6/30/2012 58 40 43 28 

3/31/2012 56 38 42 27 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 22.3 

 9/30/2013   9.1 23.4 

 6/30/2013   9.5 25.8 

 3/31/2013 10.2 26.2 

 12/31/2012 10.7 27.6 

 

 Capital Adequacy.  QNB Bank is classified as “well-capitalized” (Capital 

Category 1) for federal regulatory purposes by meeting or exceeding the following 

measurements. 
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 6

th
 percentile of its 

peer group.  

 

 Collateral Review.  The Bank maintained collateral coverage in its Act 72 

collateral pool of 105.76% of public funds held for deposit as of December 31, 2013.  

The letter does not indicate whether the securities are held by a third party custodian or 

by the bank itself.  The collateral securities consist of full faith and credit obligations of 

the United States Government or fixed rate obligations of government sponsored 

enterprises such as GNMA, Federal Home Loan Bank, FNMA, FHLMC and Federal 

Farm Credit.  We suggest you request QNB to provide you with a collateral report on a 

quarterly basis. 

 

Santander (Sovereign) Bank  

Recent Developments.  Sovereign Bank officially changed its name to Santander 

Bank, the name of its parent company, in October. 

Ratings.   Credit ratings for Banco Santander, the Bank’s parent company, are 

shown below.   
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Banco Santander    

Long Term Baa1 BBB BBB+ 

 Outlook Stable Stable Stable 

FInance Committee Wednesday May 21, 2014      Page 75 of 85     



 22 

 

 Santander Bank’s Thomson Reuters Bank Insight peer group rating for December 

31 was “48”, placing the bank in the 15
th

 percentile of its peer group of banks with total 

assets greater than $10 billion.  Prior to March 31, 2012 Santander Bank’s peer group 

consisted of savings and loans with total assets greater than $5 billion.  Thomson Reuters 

has now consolidated its Bank Insight ratings for savings and loans with the ratings for 

all other banks.  Bank Insight ratings and rankings for the last two years were: 

 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 48 15 67 58 

9/30/2013 48 19 67 58 

6/30/2013 49 21 68 62 

3/31/3013 47 18 66 58 

12/31/2012 46 18 63 54 

9/30/2012 48 26 64 58 

6/30/2012 48 25 64 59 

3/31/2012 47 24 63 57 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 11.8 

 9/30/2013   9.1 12.0 

 6/30/2013   9.5 12.1 

 3/31/2013 10.2 12.8 

 12/31/2012 10.7 13.7 

 

 Capital Adequacy.  Santander Bank is classified as “well-capitalized” (Capital 

Category 1) for federal regulatory purposes by meeting or exceeding the minimum 

measurements set forth below. 
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 84

th
 percentile of its 

peer group.  

 

 Collateral Review.  Santander Bank maintained collateral coverage of 112.6% as 

of December 31, 2013.  The collateral is held at the Bank of New York in the name of 

Santander Bank and is subject to a written security agreement.  This use of a third-party 

custodian is a recommended way to protect school district depositors in the event of a 

bank default.   

 

 Santander’s collateral portfolio as of June 30, 2013 consisted of the securities 

shown in the chart below. We did not receive a collateral listing as of December 31.  

Federal agency securities in the portfolio include direct and pooled obligations of Fannie 

Mae and Freddie Mac.  The portfolio includes minor investments in Small Business 

Administration loan pools that have the full faith and credit of the federal government 

behind them.    
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 The composition of the portfolio has changed over the past year with an increased 

use of asset-backed securities and a reduction in the use of corporate bonds.  The asset-

backed securities are highly rated but may be subject to volatility as the underlying assets 

are paid off.  Federal agency securities are generally considered to be the safest type of 

collateral for public funds deposits.  The changes in the collateral characteristics over the 

last year are shown on the following analysis.   
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TD Bank  

Ratings.   TD Bank Financial Group is the parent company of TD Bank, N.A.  

The ratings for the bank are as follows: 

 

 

 

 

  TD Bank’s Thomson Reuters Bank Insight peer group rating for December 31 

was “41”, placing the bank in the 10
th

 percentile of peer group banks with total assets 

greater than $10 billion.  Bank Insight ratings and rankings for the last two years were: 

 

 

Quarter 

Peer 

Group 

Rating 

Peer 

Group 

Ranking 

Regional 

Rating 

Regional 

Ranking 

     

12/31/2013 41 10 62 44 

9/30/2013 41 11 63 48 
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6/30/2013 41 13 62 47 

3/31/2013 41 11 63 51 

12/31/2012 46 18 63 54 

9/30/2012 46 22 63 56 

6/30/2012 46 22 63 57 

3/31/2012 46 22 62 55 

   

 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

  National Median 

Troubled Asset 

Ratio 

    

 12/31/2013   8.4 11.3 

 9/30/2013   9.1 11.2 

 6/30/2013   9.5 11.5 

 3/31/2013 10.2 11.9 

 12/31/2012 10.7 11.8 

 

 Capital Adequacy.  TD Bank is classified as “well-capitalized” (Capital Category 

1) for federal regulatory purposes by meeting or exceeding the minimum measurements 

set forth below. 
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 6
th

 percentile of its 

peer group.  

 

 Collateral Review.  TD Bank maintained collateral coverage of 109.23% of public 

funds held for deposit as of December 31, 2013 and 109.25% as of January 31, 2014.   

 

 The securities in TD’s collateral pool as of December 31 consist of asset-backed 

securities (ABS) backed by credit card, auto loan and equipment loan receivables.  An 

ABS is a debt obligation backed by financial assets such as credit card receivables, auto 

loans and home-equity loans.  The financial institutions that originate the loans sell pools 

of the loans to a special purpose-vehicle, usually a corporation that sells them to a trust.  

The loans are then repackaged by the trust as interest-bearing securities issued by the 

trust and sold to investors by investments banks that underwrite them.  The securities are 

generally provided with credit enhancement, whether internal (such as over-

collateralization) or external (such as a surety bond or third party guarantee).  These types 

of ABS securities are generally considered to be of high quality.  

 

 

PLGIT AND PSDLAF 

 

 Investments placed with PLGIT and PSDLAF are similar to an investment in a 

AAA rated money market mutual fund (although they are not eligible for SIPC insurance 

coverage).  As such, collateral is not required since the School District owns a 

proportionate share in the securities held in the Trust.  Therefore, it is important to review 

the detailed listing of securities purchased for the portfolios held by the Trust.  A recent 

review indicates that the securities held are in compliance with the School Code (440.1).  

Each of the funds is rated AAAm by S&P, the highest rating for a money market type of 

fund.  The AAAm rating is defined by S&P as follows:  “Safety is excellent.  Superior 

capacity to maintain principal value and limit exposure to loss.”   

 

 PSDLAF’s Portfolio of Investments as of September 30, 2013 consisted of 

demand deposits (17.75%), repurchase agreements (22.67%), municipal obligations 

(3.62%) and U.S. Government Agency obligations (55.69%).   

 

 PLGIT’s pooled investment vehicles are similarly invested in a variety of 

permitted securities.  The following chart shows the composition of PLGIT’s Plus 

portfolio as of December 31, 2013. 
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PLGIT PLUS Composition of Securities in Portfolio  

December 31, 2013 

 

 
 

Summary 

 

 The School District continues to diversify its investments over a variety of 

financial institutions.   The District’s General Fund investments were distributed among 

the financial institutions and funds as of February 28, 2014 as shown in the chart on the 

last page.  The principal amount of each of the FDIC Insured CDs is below the FDIC 

insurance limit, thus providing additional diversification and safety.   

 

 Citibank’s Bank Insight peer group ranking stayed steady at the 66
th

 percentile.  

Citibank has capital ratios well in excess of the required minimums.  Citibank’s troubled 

asset ratio is more than a point below the national median.   

 

 Citizens Bank’s Bank Insight rankings stayed at the 3
rd

 percentile.  As discussed 

above, the drop to that level followed a goodwill impairment charge that appears to be 

related to the plans for the sale of Citizens by its parent company.  Citizens Bank 

maintains a comfortable capital position and a troubled asset ratio almost two points 

below the national median.  As discussed above, Citizens has resumed the use of an Act 

72 collateral pool with excellent coverage following the expiration of unlimited FDIC 

insurance for non-interest bearing transaction accounts.     

 

US Treasury 

Bond/Note 

22% 

Federal Agency 

Discount Note 

32% 

Federal Agency 

Bond/Note 

34% 

Certificate of 

Deposit - FDIC 

Insured 

4% 

Certificate of 

Deposit - FHLB 

Letter of Credit 

8% 
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 First Niagara’s Bank Insight ranking dropped five points to the 26
th

 percentile.  Its 

troubled asset ratio is two points above the national median.  The bank's Total Risk Based 

Capital Ratio is now at 10.99%, still only slightly above the 10.0% minimum, although 

the capital ratios for First Niagara Financial Group, Inc., the bank’s parent, are stronger.  

First Niagara’s collateral is of good quality. 

 

 JPMorgan Chase Bank’s Bank Insight peer group ranking dropped slightly to the 

25
th

 percentile from the 28
th

 percentile, although it should be noted that there are only 19 

banks in this peer group of banks with assets exceeding $10 billion.  The bank’s troubled 

asset ratio is two points above the national median.  The bank’s capital ratios are in 

excess of the required minimums.  We do not have any information regarding JPMorgan 

Chase’s collateral practices. 

 

 National Penn’s Bank Insight peer group ranking rose to the 39
th

 percentile after 

plummeting from the 82
nd

 percentile as of December 31, 2012 to the 10
th

 percentile, in 

March 2013, primarily as a result of a one-time repayment of high cost funding designed 

to improve the company’s balance sheet, as discussed above.  Its troubled asset ratio is 

three points below the national median.  The bank’s capital ratios are substantially above 

the required minimums.  National Penn provides collateral of reasonable quality and with 

satisfactory coverage ratios to provide additional security.   

 

 PNC’s ratings were steady at the 39
th

 percentile and its troubled asset ratio is six 

points above the national median.  The bank’s capital ratios have a substantial margin 

above the required minimums and the collateral is of high quality.   

 

 QNB Bank’s peer group Bank Insight ranking was steady at the 22
nd

 percentile in 

December.  The bank’s troubled asset ratio is about fourteen points above the national 

median.  QNB’s capital ratios have improved over the last several quarters and provide a 

satisfactory margin above the required minimums.  The bank’s collateral coverage is 

satisfactory and the quality of the collateral as of December 2013 was very good. 

 

 Santander (Sovereign) Bank’s Bank Insight ranking dropped slightly to the 15
th

 

percentile during the fourth quarter.  The bank’s rankings are lower in comparison to last 

year’s rankings in part because Santander’s peer group has been expanded and now 

consists of all banks with assets greater than $10 billion.  Previously Santander was 

ranked in comparison to savings and loan institutions with assets greater than $5 billion.  

Its troubled asset ratio is about three points above the national median.  The bank’s 

capital ratios continue to exceed the well-capitalized minimums by a comfortable margin.  

Santander’s collateral coverage is satisfactory and the quality of the collateral as of June 

2013 was very good.   

 

 TD Bank’s Bank Insight peer group rankings hovered at the 10
th

 percentile.  Its 

capital ratios have declined over the last year but it maintains adequate capital margins 

above the required minimums.  Its troubled asset ratio is three points above the national 

median.  TD’s collateral consists exclusively of highly-rated asset backed securities.  

Collateral coverage for TD provides a reasonable cushion over the required minimum.   
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We appreciate the opportunity to assist the School District in the investment of its 

funds. 

 

March 31, 2014    LAWLACE CONSULTING LLC 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclosure 

 

 This report is provided for informational purposes only and shall in no event be construed as an 

offer to sell or a solicitation of an offer to buy any securities or to recommend investments or deposits or 

withdrawals from any institution discussed herein.  The information described herein is taken from sources 

which we believe to be reliable, but the accuracy and completeness of such information is not guaranteed 

by us.  The opinions expressed herein may be given only such weight as opinions warrant.  Decisions to 

invest with or to deposit or withdraw funds from any financial institution should be based on the investor’s 

investment objectives and risk tolerance and should not rely solely on the information provided herein.   
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Central Bucks School District Distribution of Investments 

February 28, 2014 
 

 

 

First Niagara 

14% 

National Penn 

25% 

PLGIT 
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