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CENTRAL BUCKS SCHOOL DISTRICT 

Finance Committee Minutes 

November 20, 2013  
 

 

The Finance Committee meeting was called to order at 7:20 p.m. by Jerel Wohl, Chairperson 

 

PUBLIC COMMENT 

Five members of the public were present.  One person commented on the 2012-13 audit and 

stated their opinion that the district fund balance was too large. 

 

APPROVAL OF MINUTES 

The October 16, 2013 Finance Committee meeting minutes were accepted as presented. 

 

INFORMATION/ DISCUSSION/ACTION ITEMS 

Analysis of Implementing a Minimally Processed Food Menu in CB Cafeterias – The 

committee heard a presentation by Aramark listing the advantages and disadvantages of 

implementing a minimally processed menu at each school.  A minimally processed menu uses 

food that has not been fundamentally altered from its original state, tends to be lower in fat, is 

more nutrient dense, and uses less preservatives.   Compared to the federal Healthy Hunger-Free 

Kids Act (HHFKA), which school districts were mandated to implement in September of 2012, a 

minimally processed menu is not much different than current school menus when looking at 

macro nutrients.  

 
Macronutrient H.H.F.K.A. Minimally Processed 
Carbohydrates 48% 50% 

Fat 34% 30% 

Protein 18% 20% 

 

Over the next few years as HHFKA requirements increase and more minimally processed 

products are available from food suppliers, the two menu styles will have the same 

characteristics.   

 

 

  

Committee Members Present Other Board Members and Administrators Present 

Jerel Wohl, Chairperson Steve Corr 

Paul Faulkner, Member John Gamble 

Tyler Tomlinson, Member Joe Jagelka 

 Geri McMullin 

 Kelly Unger Kelly Unger 

  

Dave Matyas, Business Administrator Dr. Dave Weitzel, Superintendent 

Susan Vincent, Director of Finance Scott Kennedy, Director of Operations 

 Ken Rodemer, Assistant Director of Operations 

 Nadine Garvin, Principal Bridge Valley Elementary 

Committee Members Absent Craig Linn, Lea Huf, Lindsay Sankovsky, Aramark 

Jim Duffy, Member  John Frey, Public Financial Management 
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Looking at the advantages and disadvantages of a minimally processed menu: 

 
Advantages Disadvantages 

More nutrient dense Food safety 

Lower sodium content Added production time 

Fewer calories from fat Product sourcing 

Fewer additives and preservatives Consistency 

 Increased product cost 

 Increased labor costs 

 Customer preferences 

 Additional serving lines needed at 

the elementary level 

 Serving line speed 

 

If fully implemented at all schools, the additional cost of a minimally processed menu would be 

approximately $.50 per lunch. 

 

The committee thanked the Aramark team for investing over 200 hours to prepare a sample 

menu and analyze implementation issues.  They also asked several questions. 

Q: Could some minimally processed foods (MPF) be incorporated into the current menu?   

A: Current school menus incorporate minimally process food items and more are added as they 

become available from food suppliers. 

Q: Has a MPF menu been incorporated in other school districts?   

A: Yes, but student participation suffered. 

Q: Why do you think implementation has not been successful?   

A: Mainly due to the different foods offered to students all at once. 

Q: What are the barriers to implementing an MPF menu at the elementary level?   

A: Mainly a lack of space to serve students two separate menus and a lack of preparation space 

that would be needed to maintain proper food sanitation when preparing raw meats. 

 

The committee was reluctant to implement a single MPF menu district wide so as not to force all 

parents to pay the extra cost of a MPF menu.  Physical space constraints limit implementing a 

dual menu plan at all buildings.  The committee expressed hope that more MPF items would be 

available soon to incorporate into the current menu structure. 

 

 

Fund Balance Review – An analysis of the 2012-13 fund balance was shared with the 

committee.  The intent of the analysis was to provide more detail behind the audit numbers.  The 

2012-13 year started with a balance of $33,476,973 less $11,374,948 which was assigned to the 

district Post Employment Benefit Fund, not the district’s general fund.  This left a starting 

balance for 2012-13 of $22,102,025.  During the 2012-13 fiscal year operations, the district 

realized $24,413,287 in revenues exceeding expenses.  At the end of the fiscal year, the district 

transferred  $8,000,000 to a long term capital account to pay for future Holicong Middle school 

renovations and used $20,000,000 to pay off long term debt to reduce the budget impact of future 

PSERS retirement obligations.  Finally an audit adjustment of $4,014 was made to correct a book 

entry made in error when the district migrated to new financial software.  This left an ending 

general fund balance of $18,519,326 for fiscal year 2012-13.   
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Review of the 2012-13 Audit – The independent audit firm of Maillie LLC finished its yearly 

audit of the district and reviewed its draft report with the committee.  Jeff Mantz, a manager 
with the firm, went through the draft report page by page to provide insight on what 
the audit report was presenting and details of how the auditors review the district 
financial statements and procedures when looking for potential fraudulent activity.  The 
scope of the audit was reviewed and he had the following comments: 
 

This was Maillie’s fifth year of auditing Central Bucks and that is was the easiest 

year since the start of the engagement.  All account back up information was 

provided timely and all of the testing of internal controls and internal processes 

provided clean results. All items requested for review were provided in a timely 

manner.  Jeff described a number of the various tests that are performed to look for 

procedure weakness, internal control failures, ghost employees in the payroll 

system, and indicated that all test results were solid and did not point to any areas 

of potential weakness or failure. 

It was noted that there was a sizable number of additions to Capital Assets, which is 

in line with the large volume of capital project work that is ongoing in the district. 

The auditor commented on the single audit statement, which includes reviews of 

federal programs, and indicated that there were no findings.  He also commented 

that the district is making a good faith effort to meet its long term GASB 45 Post 

Employment benefit obligations through the years. 

He was questioned on the results of the fraud questionnaire distributed to staff, 

administration, and the school board.  It was noted that there were no reports of 

suspected fraud or noted weaknesses in district procedures, based on the SAS 114 

and 115 reports received by the auditors.  

When asked about the district’s financial position at the end of the 2012-2013, the 

auditor indicated that the debt defeasance executed during the year helped to 

reduce the districts outstanding debt and improved its position to meet upcoming 

obligations, such as the pension liability.  He commended the Board for taking an 

aggressive long term approach to addressing the PSERS retirement system cost 

increases by permanently paying off debt years ahead of the amortization schedule. 

A district-to-district comparison of 15 other school districts audited by Maillie was 

provided.  When asked how CBSD compares to other school districts it was noted 

that statistically Central Bucks’ financial standing is on average with the other 

districts. The district’s general fund balance of $18,519,326, which is 6.4% of the 12-

13 total budget and is actually on the low side compared to other districts.  
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When questioned about outstanding debt, it was also noted that the district’s 

outstanding debt is also on par with that of other districts, which without the debt 

defeasance it would have been on the high side. 

Jeff Mantz closed his audit review by restating that the audit opinion is clean, 

without any findings.  There were no instances of non-compliance and proper 

internal controls are in place.  Based on this audit and prior audits, CBSD is 

designated as a low risk auditee. 

    

Financial Planning and Goal Setting – Reviewing the results of the school board’s direction on 

setting financial goals, shows consistency through the years.  Academics are priority one, 

followed by goals on student safety and goals that maintain the long term financial health of the 

district.  The district financial advisors, Public Financial Management (PFM), indicates that the 

district should consider one more round of debt defeasance in the range of $35M to $50M to 

keep the district in the best financial position for the next 5 to10 years.  Within five years, the 

district should be hitting the maximum employer’s contribution percentage into the PSERS 

retirement system.  

 

  Goal Description                                                               
(low value indicated highest ranked goal) 

Total 
Score 

Low 
Score = 
Highest 

Rank 

Average 
Score 

Low Score 
= Highest 

Rank 

1 Maintain and Improve our Academics (re-establish initiatives) 12 1.3 

2 Meet PSERS Obligations Without Max Tax Increases 40 4.4 

3 Continue to Evaluate Security & Improve Where Possible 45 5.0 

4 Minimize Real Estate Tax Increases 45 5.0 

5 Pay Off More Debt 49 5.4 

6 Pay for Building Renovations with Cash - No New Debt 53 5.9 

7 Teacher Negotiations Budget Planning 60 6.7 

8 Maintain General Fund Balance at 5% 72 8.0 

9 Plan for the Affordable Care Act 79 8.8 

10 Explore Alternate Revenue Streams (grants, Cyber Charter) 80 8.9 

11 Increase the Number of School Days 94 10.4 

12 Explore Walking More Students to School (Phase 2) 106 11.8 

13 Explore Implementing Full-Day Kindergarten 113 12.6 

14 Explore More Vocational (MBIT type) Programs at CB HS 115 12.8 

15 Elem. Schools Without A/C, Make "A" Schools for Transp. 117 13.0 

 

 
These rankings are the start of the process and can be refined in the future.  

 

The purpose is to provide general direction for the start of the budget 
process. 
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Draft of Capital Uses for Projected Fund Balances – For the next 5 years, the district would 

like to continue the practice of budgeting for approximately $7M for short term capital needs as 

noted: 

Transportation   $1M 

Technology  $2M 

Short Term Capital $4.3M 

 

In addition, administration feels we should be budgeting for other long term goals such as  

 Long Term capital for future large construction projects that will cost 

approximately $6-8M per year according to the district’s long range capital plan.  

This will also eliminate the need to borrow for construction projects in the near 

term. 

 It is also recommended to allocate some money towards the district’s GASB 45 

obligations which can also be used for debt defeasance in the future if the Board 

wishes to do so. 

 The district should maintain a yearly budgetary reserve for self-insured health 

care expenses in case they exceed the expected budgeted amount.  Any unused 

funds at the end of the fiscal year can also be used to help pay off current debt. 

 Maintain budgetary reserves for future PSERS expenses since we know costs will 

go up dramatically over the next five years and our goal is to minimize tax 

increases during that period. 

 

The reserves for GASB 45, health care, and PSERS could be used for debt defeasance or other 

future school board goals.  The available funding for transfer to capital accounts is likely to 

decline over the next five years as PSERS contributions and health care cost continue to rise.  It 

is also assumed that the school board will not raise taxes to the Act 1 maximum amounts over the 

next five years. 

 

2014-15 Budget– The Act 1 base index for the 2014-15 budget process is 2.1%.  This means real 

estate taxes could be raised by 2.1% if needed.  In addition, it is anticipated that the district 

would also qualify for an exemption from Act 1 limits in the expense for state retirement 

payments (which will go from approximately 17% of gross payroll to 21%) and in the expense of 

special education costs bringing the total estimated maximum millage increase to approximately 

3.3%.  The actual calculation for the 2014-15 fiscal year is not available from PDE as of this 

date.  As per past practice, administration will likely present an initial budget in December that 

has an increase greater than 2.1%.   If administration doesn’t do this, PDE will not allow the 

district to use Act 1 exceptions.  Since we will not know until mid-February, via the governor’s 

budget, if state subsidies will remain the same, or if we will see a reduction, we need to present a 

conservative budget at the start of the process. 

 

As we look ahead to the 2014-15 budget, we have been looking at data from the state.  The good 

news is that state revenue is trending upward for sales tax collected, corporate income taxes, real 

estate transfer taxes, and personal income taxes.  The bad news is that every extra penny that the 

commonwealth takes in during 2014-15 will likely go towards meeting its PSERS and SERS 

pension obligations.   
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Projections from the state’s Independent Fiscal Office show that most of the budgetary reserves 

will be used during 2014-15.  This probably means that school district are unlikely to see subsidy 

increases for 2014-15. 

 

Looking at local revenues, it appears that we have bounced off of the bottom and are starting to 

trend upward.  Earned income taxes are up, real estate assessed values are increasing slightly, 

and the number of students eligible for free/reduced price lunches is dropping slightly.  These are 

all good trends.  Looking at real estate taxes, it is anticipated that the revenues will increase due 

to growth in real estate assessed values as new houses and business are built during the year.  We 

are assuming that earned income taxes will grow by 2% or more per year over the next several 

years. 

Other local taxes (interim RE, delinquent RE, PUC tax, and RE transfer) are assumed to have 

minimal growth.  State and federal subsidies are assumed to have minimal growth over the years. 

 

Looking at expenses, we anticipate salary increases to range from 1% to 2.4% depending on 

employment classification.   Health care expenses are assumed to increase 7%.  Prescription 

expenses are assumed to increase 6%.  Dental, disability, life insurance, workers comp, and 

unemployment are projected to have moderate increases.  Retirement expenses will increase by 

26% in 2014-15.   

 

300 Object: Professional Services: such as consultants, architects, legal, IU Services, 

psychologists, tax collection, doctor examinations, bank trustee and escrow, cooperative 

purchasing, I.T. Tech support, and athletic trainers are expected to increase 1% during 2014-15. 

 

400 Object:  Purchased Property Services: Copier lease, repair services by outside contractors, 

modular classroom lease, electricity, sewer, water, telephone system maintenance, are expected 

to increase 1% during 2014-15. 

 

500 Object: Other Purchased Services:  Services not provided by district personnel such as 

approved private schools for sp. ed., MBIT tuition, general travel expenses, homebound 

education, alternate education, charter school tuition, court placed education, postage costs, 

curriculum development, legal notices, insurance (E&O, Auto, Property, etc.), contracted 

transportation, phone line expenses, are expected to increase by .5% during 2014-15. 

 

600 Object:  Supplies:  purchase of materials that are expendable and consumed in a short period 

of time, pencils, paper, office supplies, subscriptions, standardized test expenses, textbooks, 

audio visual materials, medical supplies, replacement parts, diesel fuel, gasoline, are expected to 

increase .5% during 2014-15. 

 

700 Object:  Property and Equipment:  Expenditure for the acquisition of small fixed assets and 

replacement, TV's, projectors, Smartboards, DVD players, computers, medical equipment, 

athletic equipment, are expected to increase .5% during 2014-15. 

 

800 Object:  Other Expenses:  Expenses not classified in other specific areas are 

organization/membership dues (PSBA, PASA, PASBO, etc), real estate taxes on unused land 

(county/municipal), and interest payments on debt.  The good news is that interest payments on 

debt will be going down over the next five years due to prepayment of existing debt. 
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900 Object:  Other Financing Uses:   This group of expense accounts includes payment of 

principal on long term debt,  transfers to other funds for major equipment purchases, 

improvement of facilities, prepayment of debt, self insured health care reserve, and other post 

employment benefits (GASB 45).   

 

Principal payments on debt will be reduced over time due to the nearly $100M debt payoff and 

debt restructuring that has occurred over the last few years.  However, in the near term, principal 

payments on debt will remain at about $16.2M per year.  

 

Budgeted transfers to capital funds are the amounts for funding school buses, computers, and 

small construction projects.   

 

Projected available for transfer to capital funds, are amounts budgeted for major construction 

projects, reserves for retirement system increases, and reserves for self-insured health care.  If 

these reserves are not needed in the future, they can be used to pay off debt.  PFM recommends a 

future debt defeasance of $35M to $50M.   

 

The committee recommended submitting a proposed preliminary budget that would exceed the 

Act 1 base limit of 2.1% in case state funding levels are reduced in February.  By using this 

process, the district could qualify for Act 1 exceptions – if needed.  

 

Athletic Trainer Services– The district requested proposals for athletic trainer services and 

received three responses.  A.T.I., the current company providing athletic trainer services 

provided the low quotation at $68,000 per year.  The new contract will save the district almost 

$23,000 per year. 

 

 

 

The committee asked if ATI was providing good service to our students?  Administration 

checked with the athletic directors and they have been very happy with the level of service and 

professionalism of the ATI athletic trainers.  The committee recommended the contract be placed 

on the Board agenda for consideration.  

 

 

ADJOURNMENT 

The meeting adjourned at 10:15 p.m.   

 

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

Finance Committee 
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These properties will be tax exempt starting in the 2014-15 school year.
This request is only to forgive one year: 2013-14
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Page 1 of 5 

No.  808 

 

 

SECTION: OPERATIONS  

 

TITLE: FOOD SERVICES  

 

ADOPTED: 

 

REVISED: 

 
 

  

 808.  FOOD SERVICES 

 

1. Purpose 

 

The Board recognizes that students require adequate, nourishing food and beverages 

in order to grow, learn and maintain good health. The Board directs that students 

shall be provided with adequate space and time to eat meals during the school day. 

 

2. Authority 

 SC 504, 1335, 

   1337 

 42 U.S.C. 

 Sec. 1751 et seq, 

     1773 

 7 CFR 

 Sec. 210.10, 

   220.8 

 

The Board shall provide food service 

 

 {√ } for school breakfasts 

 

 { √ } for school lunches 

 

 { √ } that meets the standards required by state and federal school breakfast 

and lunch programs. 

 SC 504 

 

A statement of receipts and expenditures for cafeteria funds shall be presented 

monthly to the Board for its approval. 

 

 SC 504 

 42 U.S.C. 

 Sec. 1760 

 

Food sold by the school may be purchased by students and district employees but 

only for consumption on school premises. The price charged to students shall be 

established annually by the district in compliance with state and federal laws. 

 

3. Delegation of 

 Responsibility 

 

Operation and supervision of the food services program shall be the responsibility of 

the  

 

 {   } Superintendent. 

 

  { √ } Business Manager. 

 

  {   } Food Services Director. 

 

  {   } Cafeteria Supervisor. 
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 SC 504, 1337 

 

Cafeterias shall be operated on a nonprofit basis. A periodic review of the cafeteria 

accounts shall be made by the 

 

  {   } Superintendent. 

 

  { √ } Business Manager. 

 

  { √ } auditor. 

 

 3 Pa. C.S.A. 

 Sec. 5713 

 42 U.S.C. 

 Sec. 1758(h) 

 7 CFR 

 Sec. 210.13 

  

The Superintendent or designee shall comply with state and federal requirements for 

conducting cafeteria health and safety inspections and ensuring employee 

participation in appropriate inspection services and training programs. 

 

4. Guidelines 

 Pol. 246 

To reinforce the district's commitment to nutrition and student wellness, foods 

served in school cafeterias shall: 

 

 1. Be carefully selected to contribute to students' nutritional well-being and health. 

 

 2. Meet the nutrition standards specified in law and regulations and approved by 

the Board. 

 

 3. Be prepared by methods that will retain nutritive quality, appeal to students, and 

foster lifelong healthy eating habits. 

 

 4. Be served in age-appropriate quantities, at reasonable prices. 

 

 { √ } The district shall use food commodities for school menus available under the 

Federal Food Commodity Program. 

 

 SC 504 

 

Surplus accounts shall be used only for the improvement and maintenance of the 

cafeteria. 

 

 All funds derived from the operation, maintenance or sponsorship of the food service 

program shall be deposited in the cafeteria fund, a special bank account, in the same 

manner as other district funds. Such funds shall be expended in the manner approved 

and directed by the Board, but no amount shall be transferred from the cafeteria fund 

to any other account or fund, except that district advances to the food service 

program may be returned to the district's general fund from any surplus resulting 

from its operation. 

 

  Note:  Removed per PSBA ( see note on last page) for contracted food service.  If a school 

district’s food service program revenue exceeds the food service management company 

guarantee, the school district reimburses the company for past revenue supplements the 

company may have provided in the past to meet that year’s guarantee. 
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 The district shall participate in the  

 

 42 U.S.C. 

 Sec. 1773 

 7 CFR 

 Part 220 

 

 42 U.S.C. 

 Sec. 1751 et seq 

 7 CFR 

 Part 210 

 

 7 CFR 

 Part 215 

 

 { √ } School Breakfast Program. 

 

 

 

 

 { √ } National School Lunch Program. 

 

 

 

 {   } Special Milk Program. 

 

 

 Pol. 103, 103.1 

 

The district shall offer meals to all students without regard to race, color, age, creed, 

religion, sex, sexual orientation, ancestry, national origin, marital status, pregnancy 

or handicap/disability. 

 

 Free/Reduced-Price Meals And Free Milk 

 

 42 U.S.C. 

 Sec. 1758 

 7 CFR 

 Part 245 

The district shall provide free and reduced-price meals and/or free milk to 

students in accordance with the terms and conditions of the National School 

Lunch Program, the School Breakfast Program, and the Special Milk Program. 

 Accommodating Students With Special Dietary Needs 

 

 7 CFR 

 Sec. 15b.40 

 Pol. 103.1, 113, 

    209.1 

The district shall make appropriate food service and/or meal accommodations 

to students with special dietary needs in accordance with applicable law, 

regulations and Board policy. 

 

 School Food Safety Inspections 

 

 42 U.S.C.  

 Sec. 1758(h) 

 7 CFR 

 Sec. 210.13,

    220.7 

The district shall obtain two (2) safety inspections per year in accordance with all 

local, state, and federal laws and regulations. 

 

The district shall post the most recent inspection report and release a copy of the 

report to members of the public, upon request. 

 

  

  

  

  

  

Note:  the Special Milk Program is for schools or institutions that do not have a breakfast 

or lunch program. 

Note:  these inspections are conducted by the Bucks County Department of Health. 
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 School Food Safety Program 

 

 42 U.S.C. 

 Sec. 1758(h) 

 7 CFR 

 Part 210, 

 Part 220 

 

The district shall comply with federal requirements in developing a food safety 

program that enables district schools to take systematic action to prevent or 

minimize the risk of foodborne illness among students. 

 7 CFR 

 Sec. 210.9, 

 210.13, 

 220.7 

The district shall maintain proper sanitation and health standards in food storage, 

preparation and service, in accordance with all applicable state and local laws and 

regulations and federal food safety requirements. 

 

 School Meal Accounts 

 

 Individual accounts shall be assigned to each student for accounting purposes for the 

purchase of meals served in school cafeterias. 

 

 The Superintendent or designee shall develop and disseminate administrative 

regulations that establish procedures to control school meal accounts. Administrative 

regulations should include the following: 

 

 1. Procedures for collecting money for individual student accounts which ensure 

that the identity of each student is protected. 

 

 2. Method in which students and parents/guardians are notified when the student’s 

account reaches a specified level. At least one (1) advance written warning shall 

be given to the student and parent/guardian. 

 

 3. Procedures for providing students with meals when the student forgets or loses 

his/her money or when his/her account has insufficient funds. 

 

 Students and parents/guardians shall be notified annually concerning the contents of 

this policy and district procedures. 

 

  

  

  

 References: 

 

School Code – 24 P.S. Sec. 504, 1335, 1337 

 

Food Protection – 3 Pa. C.S.A. Sec. 5713 

 

 

      Finance Committee Wednesday January 15, 2014                  Page 18 of 83     



808.  FOOD SERVICES - Pg. 5 

 

Page 5 of 5 

 

National School Lunch Program – 42 U.S.C. Sec. 1751 et seq. 

 

School Breakfast Program – 42 U.S.C. Sec. 1773 

 

Healthy, Hunger-Free Kids Act of 2010 – P.L. 111-296 

 

Nondiscrimination on the Basis of Handicap in Programs or Activities 

 Receiving Federal Financial Assistance, Title 7, Code of Federal 

 Regulations – 7 CFR Part 15 

 

National Food Service Programs, Title 7, Code of Federal Regulations –  

 7 CFR Part 210, Part 215, Part 220, Part 245 

 

Board Policy – 000, 103, 103.1, 113, 209.1, 246 

 

  

  

  

  

  

  

 NOTES: 

 

If a district does not offer breakfast, remove Sec. 1773 from the U.S.C. cite on page 

one. 

 

When a district contracts for food services, use master as-is except delete the last 

two (2) paragraphs on page two (2). 

 

Mark Special Milk Program option only if indicated in district’s backup. 

 

Summer Food Service – 42 U.S.C. Sec. 1751 et seq. 

        7 CFR Part 225 

 

  

  

  

  

  

  

  

  

 PSBA Revision 9/13 
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Fortunately, CB is in a solid financial position and doesn't need to consider fees or cuts to the
extra curricular programs
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December 3, 2013 | By Eric Boehm | Posted in General News

Snooze button no longer works for PA schools 
facing pension crisis
By Eric Boehm | PA Independent

School districts across Pennsylvania are getting news that’s unpleasant yet not unexpected.

The Public School Employees Retirement System, or PSERS, last week began sending notices to 
school districts that their pension costs will climb to 21.4 percent of payroll in the 2014-15 school 
year.

Even though that total could change a bit before it becomes official at an end-of-year meeting of the 
PSERS board, it gives a pretty good indication of what school districts are facing.
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HIGHER COSTS: School districts will face 
the highest pension costs in their history during 
the 2014-15 school year, but it will only get 
worse after that.

For historical context, the 21.4 percent figure is the highest rate since at least the 1950s — and it’s 
quite a jump from the 16.9 percent districts paid this year.

The actual cost will vary greatly from district to district depending on the size of payroll, but 
statewide the PSERS pension obligation for next year will ring in around $1.4 billion – with roughly 
half that cost covered by school districts and the rest left to the state. Another $537 million will be 
needed to fund the State Employees Retirement System, or SERS, next year.

State Rep. Glen Grell, R-Cumberland, believes it’s time for the General Assembly to do something 
about Pennsylvania’s mounting pension costs. He said this week that it should be the next major 
priority of the state government, now that a $2.4 billion transportation infrastructure bill was signed 
into law.

“They have never been that high, yet the trajectory is still going up,” said Grell, referring to the school 
district contribution rates. “If we don’t act soon, the rate will certainly continue its rise until it exceeds 
31 or 32 percent.”

Without changes, districts will be forced to raise property taxes, cut programs and lay off staff, he 
said.

Unless something is done, Pennsylvania’s pension obligations will continue to grow – at a rate of $3.9 
million per day, according to Grell’s estimates.

Grell is one of a handful of lawmakers who have been pushing pension reform for quite some time in 
Harrisburg — basically since the last reforms enacted in 2010 to postpone dealing with the major 
costs associated with the pension spike.

Part of the problem this time around is a lack of agreement over what to do.

A fundamental part of Grell’s proposal includes borrowing as much as $9 billion to pay down a 
portion of the $49 billion debt. But the Corbett administration and legislative leaders are not keen to 
add so much debt to the state’s credit card in the name of paying down other debts.

Other options, such as a plan pushed by Corbett last spring, involve extending the existing “collars” 
on pension payments to ease budgetary troubles. But critics say that plan merely “kicks the can” to the 
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next administration because it allows lawmakers to continue underfunding the already-underfunded 
plans and fails to address the desperate situation of the state pension funds.

But the administration maintains that action is needed. Pension costs could consume as much as 62 
percent of all new dollars in next year’s state budget, which would equal about $500 million in 
taxpayer money, according to Jay Pagni, Corbett’s spokesman.

“Couple that with other mandated costs and it creates a budgetary problem for next year, and frankly, 
years to come,” Pagni said Monday.

Unlike the recent transportation bill, which garnered a wide swath of Democratic support in both the 
state House and state Senate, any changes to the state pensions will have to be a Republican lift.

Democratic leaders have repeatedly signaled their unwillingness to put up votes for an issue so 
important to union members. Instead, they suggest closing tax loopholes and raising taxes to meet the 
obligation.

In the meantime, school districts across the state are getting the sobering news about pension 
contribution rates as they plan for next year’s budget.

But the rates would be even higher without the artificial collars created by Act 120 of 2010 — even 
with historically high payments due next year districts aren’t getting a full picture of how bad things 
really are. Those collars are budgetary devices that predetermine how much the state has to pay into 
the pension funds each year, regardless of how much should be contributed from an actuarial 
standpoint.

“I don’t like collars because we’re not putting in what we should put in,” said James McAneny, 
executive director of the state Public Employee Retirement Commission, which advises lawmakers 
on pension issues. “We’re not putting in the full amount that is necessary, and someday that is going 
to have to be paid.”

In the meantime, the debt keeps piling up. At a rate of almost $4 million per day, Pennsylvania’s 
pension obligation grew by more than $15 million over the four-day holiday weekend.

Boehm is a reporter for PA Independent and can be reached at Eric@PAIndependent.com. Follow 
@PAIndependent on Twitter for more.
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LOGIC 
QUARTERLY REPORT 
(AS OF DECEMBER 31, 2013) 

 
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 year ended with the Federal Reserve’s decision to reduce the rate if its asset 
purchases while maintaining its commitment to extremely low short-term interest rates.  
Intermediate term interest rates continued their year-long climb.  The banking industry 
posted generally positive results but a multi-billion charge by JPMorgan relating to 
mortgage-related litigation broke the industry’s string of profitable quarters.   
 
 Monetary Policy and Interest Rates.  Ben Bernanke completed his eventful tenure 
as Chairman of the Federal Reserve by announcing the start of the Fed’s “taper” of its 
massive bond buying efforts as part of its quantitative easing program.   
 
 Beginning in December 2012 the Federal Reserve acted to drive down long-term 
interest rates by making monthly purchases of $40 billion of long-term Treasury 
securities and of Fannie Mae, Freddie Mac and Ginnie Mae mortgage-backed securities 
at the rate of $45 billion per month in an effort to keep long-term rates low to encourage 
borrowing, spending and investing.  The Fed had signaled at its June meeting that it 
expected to begin the process of winding down the purchase program as the economic 
recovery strengthened but held off until the economy showed additional improvement. 
 
 At its December 18 meeting the Federal Open Markets Committee (FOMC) noted 
that economic activity expanded at a moderate pace with additional improvement in the 
labor market and a decline in the unemployment rate consistent with “growing underlying 
strength in the broader economy.”  The Congressional budget deal in mid-December 
eased concerns that federal fiscal retrenchment would harm economic expansion in 2014.  
As a result, the FOMC determined to trim its purchases of agency mortgage-backed 
securities to $35 million per month and to reduce its monthly purchases of longer-term 
Treasury securities to $40 billion.  Notwithstanding the reduction in purchases, the 
Committee concluded that its “sizable and still-increasing holdings of longer-term 
securities should maintain downward pressure on longer-term interest rates, support 
mortgage markets, and help to make broader financial conditions more accommodative, 
which in turn should promote a stronger economic recovery and help to ensure that 
inflation, over time, is at the rate most consistent with the Committee’s dual mandate.”  
The Committee acknowledged that inflation persistently below its 2 percent target could 
pose risks to economic performance. 
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 The Committee sought to reassure markets that it would continue to support 
economic expansion after the bond purchase program is completed by using other 
available tools.  In particular, the Committee “reaffirmed its expectation that the current 
exceptionally low rate target range for the federal funds rate of 0 to ¼ percent will be 
appropriate at least as long as the unemployment rate remains above 6-1/2 percent, 
inflation between one and two years ahead is projected to be no more than a half 
percentage point above the Committee’s 2 percent longer-run goal, and longer-term 
inflation expectations continue to be well anchored.”  The Committee stated that it 
anticipates that “it likely will be appropriate to maintain the current target range for the 
federal funds rate well past the time that the unemployment rate declines below 6-1/2 
percent, especially if projected inflation continues to run below the Committee’s 2 
percent longer-run goal.”  As a result, short-term interest rates can be expected to remain 
at the current exceptionally low levels.  Fed officials expect that short-term rates will be 
kept near zero until 2015 or later, even though they expect the jobless rate to decline 
below 6.5% sometime in 2014. 
 
 The Fed announcement capped a year in which short-term rates remained level 
while intermediate term interest rates climbed, as shown in the chart below.  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.   
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 Bernanke will be succeeded as Chairman of the Federal Reserve by Janet Yellen, 
who is considered by most observers to be in favor of continuing a “highly 
accommodative” monetary policy to expand the monetary supply.  The expansion of the 
monetary supply is intended to make money less expensive to borrow by lowering 
interest rates, thereby encouraging more spending from consumers and businesses.   
 
 Banking Industry Highlights.  Profits for FDIC-insured institutions declined 
during the third quarter, ending a string of sixteen consecutive quarterly increases in 
profits dating back to the second quarter of 2009.  The decline resulted from a $7.2 
billion charge by JPMorgan Chase in the third quarter to cover the cost of mounting legal 
and regulatory investigations.  JPMorgan entered into a $13 billion settlement in 
November to end government investigations of its mortgage-bond sales.  The banking 
industry’s increase in profits would have continued in the third quarter if it had not been 
for the JPMorgan charge.  Aggregate net income for the third quarter was $36.0 billion, a 
3.9% improvement over the third quarter of 2012.  The average return on assets (ROA) 
fell from 1.06% a year ago to 0.99% for the third quarter of 2013.  ROA is considered a 
basic measurement of profitability.  The banking industry recorded a 1.27% ROA 
average from 2000 through 2006.   
 
 The FDIC Chairman, Martin J. Gruenberg, observed that “Most of the positive 
trends we have been seeing in industry performance continued in the third quarter.  Fewer 
institutions reported quarterly losses, lending grew at a modest pace, credit quality 
continued to improve, more banks came off the “Problem List,” and fewer banks failed.”   
 
 Loan balances increased by 0.9% during the quarter.  For the twelve months 
through September 30, total loan and lease balances increased by 3.0%. 
  
 Asset quality indicators improved at insured institutions as loan-loss reserves 
declined for the 14th consecutive quarter.  Average net interest margin remained at 
3.26%, its lowest level since 2006.  Quarterly highlights include: 
 
  Half of the institutions reported higher net income than a year earlier  
  8.6% of banks lost money in the 3rd quarter, down from 10.7% in 3Q2012 
  Net charge-offs fell 47.4% from a year earlier 

 Noncurrent loans and leases declined by 7.7% 
 Net operating revenue dropped by 3.6% from 3Q2012 as higher interest 

rates led to sharp drops in mortgage activity. 
 
 These ongoing challenges to financial institutions continue to require vigilance 
in monitoring the financial health of banks entrusted with public funds deposits.   
 
Credit & Collateral Review 
 
 The Board Investments Report as of August 31, 2013 shows that the School 
District maintains significant investment deposits with First Niagara Bank, JPMorgan 
Chase Bank, National Penn Bank, QNB Bank, Sovereign Bank, Susquehanna Bank, TD 
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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 and PNC Bank where the 
School District formerly invested funds. 
 
 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 
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 
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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 

 
 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.  
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 Bank Information.   The financial information regarding each bank is presented as 
of September 30, 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 $3.2 billion on revenues of $17.9 billion for the third quarter of 
2013 compared to net income of $468 million on revenues of $13.7billion for the 
corresponding quarter of 2012.   

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 
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: 

 Moody's S&P Fitch 
Citigroup    
    

Outlook Stable Negative Stable 
Senior Debt  Baa2 A- A 
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 Citibank’s Thomson Reuters Bank Insight peer group rating for September 30 
was “64”, placing the bank in the 66th 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 

     
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 
12/31/2011 63 64 61 58 

   
 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 7.5 
 6/30/2013   9.5 7.7 
 3/31/2013 10.2 8.2 
 12/31/2012 10.7 9.0 
 9/30/2012 11.4 8.8 

 
 

 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. 
 

    
Citibank, N.A.    
    

Outlook Stable  Negative Stable 
Senior Debt A2 A A 
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 49th 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.  
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 
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. 
 
 TD Bank was rumored to be considering a purchase of Citizens.  
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 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 September 30 was 
“50”, placing the bank in the 28th 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 

     
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 
6/30/2012 50 27 49 42 
3/31/2012 50 29 48 40 
12/31/2011 50 34 46 42 

   
 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 7.5 
 6/30/2013   9.5 7.3 
 3/31/2013 10.2 8.7 
 12/31/2012 10.7 8.5 

 Moody's S&P Fitch 
RBSG    
    

Outlook Negative Negative Stable 
Long Term Baa1 BBB+ A 

    
Citizens Bank of 
Pennsylvania    
    

Outlook Stable Negative Stable 
Long Term A3 A- BBB+ 
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 9/30/2012 11.4 7.6 
 
 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 80th 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 
maintained collateral coverage in its Act 72 collateral pool of 108.6% of public funds 
held for deposit as of October 31, 2013. 
 
 Citizens began using a Federal Home Loan Bank letter of credit in the principal 
amount of $2,500,000,000 in October as part of the security for its public funds deposits.  
The use of such a letter of credit is permitted by Act 72 as long as the Federal Home 
Loan Bank meets certain rating criteria.  The rest of the collateral securing the deposits 
consists of securities issued by Government National Mortgage Association (GNMA), 
Federal National Mortgage Association (FNMA) and Federal Home Loan Mortgage 
Corporation (FHLMC).  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 
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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 $71.6 million, or 
20 cents per diluted share, for the quarter ended September 30, compared to $63.6 
million, or 18 cents per diluted share, for the quarter ended June 30, 2013 and $50.8 
million, or $0.14 per diluted share, for the quarter ended September 30, 2012.  
Nonperforming assets equaled 0.53% of total assets and 0.51% as at June 30, 2013. 

Ratings.  On February 15, 2013 Fitch affirmed its long-term investment ratings of 
FNFG at BBB- with a negative outlook.  Fitch expressed concern that capital levels were 
not high enough to deal with future potential losses.  Fitch noted that the bank’s capital 
position is much lower than its peers and that the bank’s risk profile has risen.  Moody’s 
and S&P both affirmed their ratings in recent months. 

 

 

 

 

 

 

First Niagara Bank’s Thomson Reuters Bank Insight peer group rating for 
September 30 was “50”, placing the bank in the 28th 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: 

Quarter 

Peer 
Group 
Rating 

Peer 
Group 

Ranking 
Regional 
Rating 

Regional 
Ranking 

     
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 59 54 56 64 
12/31/2011 58 53 53 62 

   

 Moody's S&P Fitch 
First Niagara 
Financial Group    
    

Outlook Stable Stable Negative 
Long Term Baa2 BBB BBB- 

    
First Niagara Bank    
    

Outlook  Stable Negative 
Long Term  BBB+ BBB- 
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 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 11.4 
 6/30/2013   9.5 12.4 
 3/31/2013 10.2 12.6 
 12/31/2012 10.7 13.2 
 9/30/2012 11.4 11.3 

 
 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. 
 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 16th percentile of its 
peer group.  
 
 Collateral Review.  First Niagara Bank maintained collateral coverage of 
121.31% of public funds held for deposit as of September 30, 2013 (with non-
Pennsylvania municipal securities valued at 80% of market value).  The securities in the 
First Niagara collateral pool as of November 30 consisted of federal agency securities 
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(15.99%), Pennsylvania municipal securities (12.22%) and municipal securities from 
outside of Pennsylvania (82.59%).   

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: 

 

 

 JPMorgan Chase’s Thomson Reuters Bank Insight peer group rating for 
September 30 was “50”, placing the bank in the 25th 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 

 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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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 

 
 

 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 6th percentile of its 
peer group.  
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 Collateral Review. We have no information about JPMorgan Chase Bank’s 
collateral policies. 
 
National Penn Bank  
 

 Recent Developments.  National Penn Bancshares, the parent company of 
National Penn Bank, reported net income of $24.50 million, or $0.17 per share compared 
to adjusted net income of $5.0 million for the second quarter of 2013, or $0.17 per diluted 
common share exclusive of first quarter debt extinguishment and trust preferred 
redemption.  Nonperforming assets also continued to decline. 

 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 
September 30 was “57”, placing the bank in the 35th 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 

     
9/30/2013 57 35 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 72 77 63 83 
6/30/2012 72 74 61 79 
3/31/2012 73 75 62 80 
12/31/2011 70 75 58 78 

   
 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 5.3 
 6/30/2013   9.5 5.5 
 3/31/2013 10.2 5.7 
 12/31/2012 10.7 5.4 
 9/30/2012 11.4 6.3 
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 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. 
 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 59th percentile of its 
peer group.  
 
 Collateral Review.  National Penn Bank maintained collateral coverage of 
104.78% as of September 30, 2013, the last information available to us.  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.   
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PNC Bank 

Recent Events.  PNC reported net income for the third quarter of 2013 of $1.0 
billion, or $1.99 per diluted common share, compared to net income of $1.1 billion, or 
$1.99 per diluted common share for the second quarter of 2013 and $925 million or $1.05 
per diluted common share for the third quarter of 2012.  Nonperforming assets to total 
assets were 1.17 % at September 30, 2013 compared with 1.24% at June 30, 2013 and 
1.34% at September 30, 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 September 30 was 
“55”, placing the bank in the 41st 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 

     
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 
12/31/2011 51 37 61 67 

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

 Moody's S&P Fitch 
PNC Financial 
Services Group, 
Inc.    
    

Senior Debt A3 A- A+ 
    
PNC Bank, N.A.    
    

Long-Term 
 Deposits  A3 A- A 
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  National Median 
Troubled Asset 

Ratio 
    
 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 
 9/30/2012 11.4 15.8 
    

 
 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 61st 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 
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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 
 

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 $2,120,000 or $0.65 per share for the quarter 
ended September 30, 2013 compared to $2,074,000 or $0.64 per share for the 
corresponding quarter of 2012.  Nonperforming assets declined to 2.47% of total assets 
compared to 2.77% for the quarter ended June 30, 2013. 

Ratings.  QNB Bank’s Thomson Reuters Bank Insight peer group rating for 
September 30 was “52”, placing the bank in the 22nd 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 

     
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 31 39 20 
6/30/2012 57 38 43 28 
3/31/2012 56 38 42 27 
12/31/2011 50 41 38 26 

   
 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 23.4 
 6/30/2013   9.5 25.8 
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 3/31/2013 10.2 26.2 
 12/31/2012 10.7 27.6 
 9/30/2012 11.4 28.2 

 
 Capital Adequacy.  QNB Bank is classified as “well-capitalized” (Capital 
Category 1) for federal regulatory purposes by meeting or exceeding the following 
measurements. 
 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 6th percentile of its 
peer group.  
 
 Collateral Review.  We have no information about QNB Bank’s collateral 
policies.  We suggest you request QNB to provide you with a collateral report as of 
September 30 and each quarter thereafter. 

 

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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 Santander Bank’s Thomson Reuters Bank Insight peer group rating for September 
30 was “48”, placing the bank in the 19th 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 

     
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 46 24 63 57 
12/31/2011 53 36 56 53 

   
 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 12.0 
 6/30/2013   9.5 12.1 
 3/31/2013 10.2 12.8 
 12/31/2012 10.7 13.7 
 9/30/2012 11.4 14.2 

 
 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. 
 

 Moody's S&P Fitch 
Banco Santander    

Long Term Baa2 BBB BBB+ 
 Outlook Negative Negative Stable 
    
Sovereign Bank, N.A.    

Long Term Counterparty Baa1 BBB  
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 Bank Insight’s Capital Adequacy Ratio places the bank in the 79th percentile of its 
peer group.  
 
 Collateral Review.  Santander Bank maintained collateral coverage of 116.9% as 
of September 30.  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 consisted of the securities shown in 
the chart below. We did not receive a collateral listing as of September 30.  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.   
 

Corporate Bonds 
- AA 
2% 

Corporate Bonds 
- A 
6% 

Corporate Bonds 
- BBB 
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Susquehanna Bank 

Ratings.  Susquehanna Bancshares, Inc. is the parent company of Susquehanna 
Bank.  Standard & Poor’s long-term issuer rating on Susquehanna Bancshares is BBB- 
(outlook positive) which is the lowest investment grade rating.  Moody’s long-term rating 
for Susquehanna’s is Baa3.  Susquehanna Bank’s certificate of deposit rating is Baa2.  
Susquehanna Bank PA is the commercial bank subsidiary of Susquehanna Bancshares, 
Inc. that provides financial services in Pennsylvania with its main office in Lancaster.   

 Susquehanna’s Thomson Reuters Bank Insight peer group rating for September 
30 was “59”, placing the bank in the 50th percentile of its peer group of banks with more 
than $10 billion in total assets.  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 59 50 59 76 
6/30/2013 59 52 59 74 
3/31/2013 58 53 58 72 
12/31/2012 63 56 58 74 
9/30/2012 61 54 57 67 

0.00% 

10.00% 

20.00% 

30.00% 

40.00% 

50.00% 

60.00% 

70.00% 

80.00% 

Federal Agency 
MBS 

Corporate Bonds SBA Loan Pools Asset-Backed 
Securities 

Santander Bank Changes in Collateral Characteristics  
December 2011 to June 2013 

12/31/2011 3/31/2012 6/30/2012 3/31/2013 6/30/2013 

      Finance Committee Wednesday January 15, 2014                  Page 74 of 83     



 25 

6/30/2012 60 52 57 67 
3/31/2012 59 54 56 64 
12/31/2011 50 34 45 39 

   
 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 7.3 
 6/30/2013   9.5 7.5 
 3/31/2013 10.2 7.8 
 12/31/2012 10.7 8.0 
 9/30/2012 11.4 9.4 

 
 Capital Adequacy.  The bank is classified as “well-capitalized” (Capital Category 
1) for federal regulatory purposes by meeting or exceeding the minimum measurements 
asset forth below. 
 

 
 Bank Insight’s Capital Adequacy Ratio places the bank in the 49th percentile of its 
peer group.   
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 Collateral Review.  As of October 31, 2013, Susquehanna maintained collateral 
coverage of 117.7% of public funds held for deposit.  As of September 30, 2013 
collateral coverage equaled 119.9% of public funds.   
 

Approximately 93% of the collateral as of October 31 consisted of pooled 
mortgage-backed securities issued by Fannie Mae and Freddie Mac.  These FNMA and 
FHLMC pooled securities contain 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.  Federal agency securities like these are 
among the safest types of collateral for public deposits.   

 
The remaining collateral consists of debt obligations of municipalities both inside 

and outside of Pennsylvania.  The securities in the collateral pool are held by a third-party 
custodian, the Federal Home Loan Bank.   
 

 
 The composition of the portfolio has remained largely unchanged over the past 
year with federal agency securities over 90% of the portfolio as shown in the chart below.  
Federal agency securities are generally considered to be the safest type of collateral for 
public funds deposits.   
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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 September 30 
was “41”, placing the bank in the 11th 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 

     
9/30/2013 41 11 63 48 
6/30/2013 41 13 62 47 
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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 
12/31/2011 45 23 57 58 

   
 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 11.2 
 6/30/2013   9.5 11.5 
 3/31/2013 10.2 11.9 
 12/31/2012 10.7 11.8 
 9/30/2012 11.4 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 7th percentile of its 
peer group.  
 
 Collateral Review.  TD Bank maintained collateral coverage of 102.68% of public 
funds held for deposit as of October 31, 2013 and 102.25% as of September 30, 2013.   
 
 The securities in TD’s collateral pool as of October 31 consist of asset-backed 
securities (ABS) backed by credit card and auto 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).  The ABS securities in TD’s 
collateral portfolio are rated triple-A.  
 
 
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 September 30, 2013. 
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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 August 31, 2013 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 66th percentile.  
Citibank has capital ratios well in excess of the required minimums.  Citibank’s troubled 
asset ratio is almost two points below the national median.   
 
 Citizens Bank’s Bank Insight rankings dropped sharply from the 22nd percentile to 
the 3rd percentile.  As discussed above, the drop followed a goodwill impairment charge 
that appears to be related to the plans for the sale of Citizens by its parent company.  
Citizens Bank continues to maintain 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.     
 
 
 First Niagara’s Bank Insight ranking was steady at the 31st percentile.  Its troubled 
asset ratio is about three points above the national median.  The bank's Total Risk Based 
Capital Ratio is now at 10.89%, still only slightly above the 10.0% minimum, although 
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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 
25th percentile from the 28th 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 35th percentile after 
plummeting from the 82nd percentile as of December 31 to the 10th percentile, in March, 
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 four 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 rose slightly to the 41st 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 22nd percentile in 
September.  The bank’s troubled asset ratio is about sixteen 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.  We have no information about QNB’s 
collateral practices.  .   
 
 Santander (Sovereign) Bank’s Bank Insight ranking remained steady at the 19th 
percentile during the third 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 
was very good.   
 

Susquehanna’s Bank Insight ranking remained steady at the 50th percentile.  
Susquehanna is considered to be well-capitalized, and its capital ratios remain well above 
the required minimums.  The bank’s troubled asset ratio is two points below the national 
median and its collateral is generally of very good quality with 93% of the collateral 
portfolio consisting of federal agency securities. 
 
 TD Bank’s Bank Insight peer group rankings hovered at the 11th 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 two points above the national 
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median.  TD’s collateral consists exclusively of highly-rated asset backed securities.  
Collateral coverage for TD provides a reasonable cushion over the required minimum.   
 

We appreciate the opportunity to assist the School District in the investment of its 
funds. 
 
December 31, 2013    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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