










Central Bucks School District
Finance Committee  

Administration Center – 20 Welden Drive 
April 22nd , 2015   7:00 pm    Projected time –  60 Minutes 

Jerel Wohl, Chairperson Geri McMullin, Member 
Paul Faulkner, Member 
Dave Matyas, Business Administrator Susan Vincent, Director of Finance 

Agenda 

Information Items 

* These item(s) may be on the public board agenda.   ~ These item(s) may require executive session.

Please note: Public comment should be limited to three minutes 

1) Call to Order Chairperson Start Time 

2) Public Comment Chairperson 

3) Review of Prior Meeting Notes Chairperson/Committee Pages 1 - 6 

4) Information / Discussion / Action Items

a. *  Food Service – Focusing on Elementary for 2015-16 20 minutes 
Leah Huf, ARAMARK 

Pages 7 – 15 

b. *  Budget Update 15 minutes 
Dave Matyas 

Pages 16 – 17 

c. *  Purchasing Items 5 minutes 
Dave Matyas 

Pages 18 - 29 

d. *  Construction Debt Defeasance (prepayment) Timeline 5 minutes 
Dave Matyas 

Pages 30 - 58 

e. Construction Debt Defeasance (prepayment) Timeline 5 minutes 
Dave Matyas 

Pages 29 – 36 

f. *  Zonar GPS System Update 10 minutes 
Dave Matyas 

Page 22 

g. Fixed Asset Report 5 minutes 
Susan Vincent 

Pages 29 – 36 

5) Adjournment Chairperson End Time 

6) Next Meeting Date:     May 20, 2015 

* Treasurers Report Pages 59 – 63 
Other Funds Report Page 64 

* Investment Report Pages 65 – 69 

Payroll Expense Projections Page 70 

Tax Collection Projections Page 71 
Benefits Projections Page 72 
LOGIC Report Pages 73 - 108 
Article On state Underfunding of Bucks, York, and Lehigh valley School Districts Pages 109 - 110 
Payroll Expense Projections Year Ending 2013-14 Page x 



CENTRAL BUCKS SCHOOL DISTRICT 
Finance Committee Notes 

March 18, 2015  
 

 
The Finance Committee meeting was called to order at 7:10 p.m. by Jerel Wohl, Chairperson 
 
PUBLIC COMMENT 
Three members of the public were present.   
 
Review of Notes 
The February 18, 2015 Finance Committee meeting notes were accepted as presented. 
 
INFORMATION/ DISCUSSION/ACTION ITEMS 
 
Construction Debt Defeasance – John Frey, Director for Public Financial Management Inc.  
provided an overview of the plan to prepay outstanding construction debt.  Since 2011 the school 
district has prepaid over $100 million on outstanding construction debt.  Administration is 
providing another proposal to prepay an additional $40 million in construction debt.  The proposal 
will yield $8.5 million in additional value by eliminating some interest payments through fiscal 
year 2028-2029.  Currently, the school district has principal and interest payments remaining on 
outstanding debt of $206,574,571.  After prepayment of debt, the district will have $158,030,679 
remaining in principal and interest payments. 
 
Funding for the $40M construction debt prepayment will come from $25M reserved over the past 
couple of years for debt payments, $9M from the general fund balance, and $6M anticipated as 
expected positive revenue and expense variance from the current year budget operations.  This 
strategy will also reduce the general fund balance from approximately 6% to 3% of the budget.  
This will put the district in compliance with proposed legislation from Governor Wolf.  The 
governor's proposal will disallow future real estate tax increases if a school district has a fund 
balance of 4% or greater. 
 

Committee Members Present Other Board Members and Administrators Present 
Jerel Wohl, Chairperson Jim Duffy 
Paul Faulkner, Member John Gamble 
Geri McMullin, Member Joe Jagelka 
 Tyler Tomlinson 
 Kelly Unger 
  
Dave Matyas, Business Administrator Dr. Dave Weitzel, Superintendent 
 Dr. David Bolton, Assistant Superintendent 
 Dr. Nancy Silvious, Assistant Superintendent 
Committee Members Absent Suzanne Dailey,  Staff Development 
 Karl Funseth, Principal, Buckingham Elementary 
 Jason Jaffe, Staff Development 
 Richard Kratz, Curriculum Development 
 Cheryl Leatherbarrow, Principal, Tamanend MS 
 Alyssa Walloff, Staff Development 
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Savings from the debt prepayments have been used for five years to meet mandated increased costs 
of the state pension plan and to keep real estate tax increases to a minimum.  The proposed $40 
million debt prepayment will help the school district meet increased pension payments through the 
year 2029 with minimal real estate tax increases.  Administration hopes to propose another round 
of debt prepayment in the spring of 2017 to further reduce principal and interest payments and to 
help offset health-care expenses that are rising faster than the Act 1 inflation index. 
 
 
Q: Are there any other school districts that are prepaying their construction debt? 
A: Yes, one other client of Public Financial Management is doing the same thing.  PFM has 

hundreds of school district and municipal clients across Pennsylvania. 
 
Q: Will PDE reimburse the school district for their share of the debt prepayment? 
A: Yes, school districts should receive a lump sum payments from PDE of approximately 

$1,447,000.  There is no timeline for when PDE would make that lump sum 
reimbursement.   

 
Q: Why isn't administration recommending the option to prepay $45 million in construction 

debt? 
A: A $45 million debt prepayment might stretch school district finances a little too thin.  If the 

school district took another $5 million out of the general fund balance, the fund balance 
would drop to approximately 1.3% of the budget. 

 
The committee gave direction to administration and to PFM to continue with the process and 
involve the solicitor and bond counsel to prepare resolutions for the board to consider at a future 
meeting. 
 
2015-16 Budget Update – Administration gave an overview of the current status of the 2015-16 
general fund budget.  Administration feels very comfortable recommending no millage increase for 
the new fiscal year.  Revenues are anticipated to be higher by $2.6M compared to the preliminary 
budget.  Governor Wolf is recommending a funding increase of approximately $1.5M for basic 
instructional subsidy and a half million dollars for special education subsidy.  In addition, 
administration adjusted local revenues upward by approximately $600,000.   
 
Local revenues continue their upward three-year trend.  Real estate taxes are projected to increase 
even without a millage increase due to increased taxable assessed value from new construction.  
Earned income taxes are also improving.  The latest Bucks County unemployment rate is 
approximately 4.5%.  With a declining unemployment rate, more people are entering the 
workforce and improving wage-based taxes.  In addition, if the school board approves the $40M 
debt prepayment, it will reduce principal payments for the budget year by over $2M.   
 
Looking at the history of state revenues and if Governor Wolf's funding plan is adopted by the 
state legislature, then state revenues for the budget year will be roughly equivalent to the 2006-07 
fiscal year which is good news after many years of declining state support.   
 
On the expenditure side of the budget, approximately $400,000 was added to the salary line and 
$235,000 was added to the benefit line of the budget to show the impact that the proposed 
elementary initiative would have on the budget.   
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Reviewing the principal and transfer budget line item area of the budget, principal payments on 
debt is expected to go down by approximately $2 million if the school board approves the 
construction debt prepayment.   
 
Recommended budget transfers include $5.3M for short-term capital projects such as roofing 
repairs, parking lot repairs, and HVAC equipment replacement which is an increase of $1M over 
the current year.   
 
It's also recommended to transfer $8.5M to the long-term capital fund to help cover projected costs 
for the Holicong Middle School and Unami Middle School renovation projects.  This is an increase 
of approximately $5.3M over the current year funding amount.  The long-term financial plan of the 
school district is to pay for renovations and capital projects with cash rather than incur borrowing 
costs and associated interest payments in the future.   
 
$1M is proposed as a transfer to the transportation capital account as part of the ongoing school 
bus replacement program.   
 
$12M is proposed as a transfer into the debt service fund which is an increase of $1.2M over the 
current year.  The transfer into the debt service fund will help provide seed money for the next 
round of construction debt prepayment tentatively scheduled for the spring of 2017. 
 
No transfers are anticipated during the budget year for technology purchases.  The technology 
capital fund currently has a balance of $4.9M and does not need any additional funding at this 
time.  The 2015-16 technology plan calls for expenditures of approximately $2.1M including a 
new district wide telephone system.  Initial estimates of a new phone system are significantly less 
than first anticipated.  Funding for the technology capital fund will be reviewed again as part of the 
2016-17 budget process at which time budget transfers could resume if funds are needed. 
 
$1M is proposed as a transfer into the other post-employment benefit fund to comply with GASB 
34 requirements and $480,000 is proposed as a transfer into the self-insured healthcare 
contingency fund. 
 
If the school board adopts the proposed budget with no millage increase, the school district will 
have an average real estate millage increase of under 1% per year for the past five years.  This is 
well below the general economic rate of inflation especially considering state pension costs have 
increased by 360% in the past five years and health-care costs continue to increase at rates at least 
double the rate of inflation. 
 
Q: Should the school district budget for the governor's proposed subsidy increase in light of 

the letter state legislators sent out cautioning that the governor's numbers may not 
materialize? 

A: Administration is also hearing from the governor's budget office that they feel very 
strongly that the governor's funding proposal will make its way through the legislative 
process.  Even if the governors funding proposal is eliminated, implementation of the 
construction debt prepayment will reduce expenditures to allow for implementation of the 
elementary initiative and not increase the real estate millage rate. 

 
Q: How many teaching positions are included in the budget to implement the elementary 

initiative? 
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A: The elementary initiative will require the hiring of approximately 12 additional teaching 
positions.  But, it is anticipated that the district will be able to reduce four teaching 
positions due to declining student enrollment.  Therefore, the net impact of the elementary 
initiative on the budget will be about eight new teaching positions. 

 
The committee directed administration to continue with the budget preparation process as 
proposed. 
 
Scoreboard Sponsorship – The committee continued its discussion of scoreboard sponsorship for 
the high school stadiums.  The consensus of the committee was not to seek commercial 
advertisements for the scoreboards at this point in time. 
 
Elementary Initiative - Dr. Weitzel reviewed the initial plan for an elementary initiative that 
would provide additional enrichment for students at the elementary level.  The proposal would 
develop an interdisciplinary, project-based special class (once per week) for students in grades 1-6 
beginning in the 2015-2016 school year. This learning opportunity would be taught by an 
elementary certified teacher. In turn, this class would provide a fifth, 40-minute planning and 
preparation period for each classroom and full-time special education teacher; similar to the 
current special area classes – art, library, music, and physical education.  Elementary teachers have 
less preparation time than their secondary counterparts.  The additional preparation time each week 
will give teachers within each building a chance to collaborate and develop more integrated lesson 
plans between the subject areas. 
 
The purpose of this special class is to enrich students’ authentic learning experiences by building 
their skills in collaboration, critical and creative thinking, and communication to solve real world 
problems.  Students will develop original ideas by applying their content knowledge to real world 
situations and problems that are age appropriate. 
 
The overarching goals of this instructional program include, but are not limited to: 

• Focusing on critical and creative thinking, communication, and collaboration to solve real 
problems.  

• Integrating the content of our elementary curriculum – science, technology, art/design, 
math, reading, and writing – to non-routine application of these curricular concepts. 

• Providing meaningful work that is developmentally appropriate and challenging. 
• Helping young learners make sense of their world by learning how math, science, and art 

are a daily part of our lives. 
• Planning and conducting research, managing projects, solving problems, and making 

informed decisions using appropriate digital tools and resources to gather, evaluate, and use 
information. 

• Increasing the use of CB’s educational technology upgrades, including enhanced WiFi 
access, updated interactive technology in all classrooms (Interactive White Boards), 
SMART software, teacher laptops, iPads in our K-2 classrooms. 

 
If the school board school board approved hiring additional teachers and the approval of the 
overarching instructional goals, the next steps would be: 

• Formally identify the core team members to develop the curriculum. 
• Core team members now include: David Bolton, Laura Enama, Richard Kratz, Alyssa 

Walloff, Jason Jaffe, Suzanne Dailey, Pam Pensabene (PEN teacher/coordinator), 
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Stephanie Adler (teacher), Lindsay Smith (teacher), Cheryl Leatherbarrow middle school 
principal, and Karl Funseth elementary principal. 

• The core team would continue to gather information to support the overall program goals, 
and collect resources that can be used to write the curriculum/units of study. 

• Utilize the talents of the teachers we will hire to work with the core team to write the 
curriculum/units of study (summer 2015) with implementation in September 2015. 

 
Q: Can the district afford to hire 12 new teachers for this enrichment program? 
A: Yes, the budget impact of the new teaching positions will probably be a total of eight new 

positions due to the anticipated reduction of four teaching positions, through attrition, due 
to declining student enrollment.  The total cost is anticipated to be $630,000 for salaries 
and benefits during the first year of implementation.  The timing is good as the governor is 
proposing additional funding for school districts.  The governor’s additional funding 
proposal requires school districts to use the additional funding to provide enriched 
instructional opportunities, additional remediation opportunities, or extended school year 
opportunities for students.  The elementary initiative would meet the governor’s guidelines.   

 
Q: Where will the extra 40 minutes per week come from to provide this additional classroom 

instructional time? 
A: Each elementary subject area has a flexible amount of instructional time associated with it 

each week as some lesson plans may take longer than others to master.  The 40 minutes of 
additional enrichment time will come from some of these flexible minutes that each subject 
currently has built in each week. 

 
Q: The timeline to start this program is this coming September.  Is this too aggressive to 

implement? 
A: No.  Administration is already working to identify teachers to interview for these newly 

created positions.  The teachers would work over the summer with our staff and curriculum 
developers to have lessons plans ready for the start of the 2015-16 school year. 

 
Q: What impact will this have on the current Elementary curriculum? 
A: The new program would enrich the students’ learning experience.  This new class is an 

extension of the current curriculum.  Students will be asked to apply the curriculum 
information through real-world, unpredictable problems. 

 
Q: Will this have an impact on class size at the Elementary level? 
A: No.  This is an additional special and will have no impact on class sizes.   
 
Q: Mrs. Unger asked if the Elementary Program Initiative overview will be placed on our 

website to let parents/families know that program design will be more fully explained at the 
School Board Curriculum Committee meeting held on Wednesday, April 15, 7:00 p.m. at 
the Administration Center? 

A: Yes. We will post some information about the initiative on our website (and our Facebook 
page). The information will include some details about the program in advance of the April 
15 Curriculum Committee meeting. 

 
 
 
 
ADJOURNMENT 
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The meeting adjourned at 8:40 p.m.   
 
 
The committee then held an executive session to discuss personnel items. 
 
Notes submitted by Dave Matyas, Business Administrator and Administrative Liaison to the 
Finance Committee 
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Planning for the 2015-16 
School Year

Expanding Minimally Processed Food 
Choices for Elementary Schools
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Updates For Next 
School Year

• $75,000 in commodity dollars going to local 
produce purchases

• Elementary Menu Changes
• New Items
• Pricing Recommendations
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Updated 
Elementary 
School Menu
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What Changed?
• Burger patty and meatballs made from 100% beef, no Textured 

Vegetable Protein (TVP)
• All white meat chicken products made with whole muscle chicken
• Expanded vegetable and fruit sides
• New made-from-scratch entrees: Mac and cheese, café French bread 

pizza, homemade French toast, chicken taco meat for nachos, ranch 
chicken flatbread

• Vegetarian option available daily
• Added bean and cheese nachos, bean tacos, roasted vegetable 

flatbread
• Hummus box added to daily entrees , includes hummus, pita, celery, 

cucumber, carrots and cheese cubes
• Replaced sausage with scrambled eggs with breakfast 2x a week
• Limited par fried potato products to once weekly
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New Products For Next Year
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New Products For Next Year
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Central Bucks 
Guarantee Walk2015 Guarantee 750,000

CPI increase (food, labor, directs) -120,122

Reimbursement Increase 15,570

Pricing Increases 90,590

Food cost increase for new Elem 
Menu -98,010

Enrollment Decline -16,000

Participation Improvement 8,000

Revised 2016 Guarantee 650,028
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Assumptions
2014-2015 SY

Cost of Elementary School Menu

• $1.03 per meal in food cost
• 2850 lunch meals per day
• $528,390 over 180 days for lunch

2014-2015 SY
Cost of Providing Free and Reduced High School Lunch 

Meals

• $1.30 per meal in food cost
• 126 Free Meals and 40 Reduced Meals served 

per day
• $38,956 over 180 school days for Lunch
• $216 average per a day 

2015-2016 SY
Cost of Elementary School Menu

• $1.20 per meal in food cost
• 2900 lunch meals per day – 4% increase 

due to menu changes offset by 2% 
enrollment drop

• $626,400 over 180 days for Lunch
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Pricing 
Recommendations

2015-2016 SY 
Price Increase Recommendations

• Recommending increase of $0.05 per meal at 
Elementary School Level

• Recommending increase of $0.05 per meal at all 
Secondary Schools 
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As of 
2015-16 2014-15 2014-15 Budget to Budget to 
Budget Projection Budget Projection $ Δ Projection % Δ

CURRENT REAL ESTATE TAXES 209,859,893 207,694,432 206,851,191 2,165,461 1.04% Increased assessed value base per county updated reports.
INTERIM REAL ESTATE TAXES 2,000,000 1,741,875 1,543,922 258,125 14.82%

PUBLIC UTILITY REALTY TAX 295,000 293,751 285,011 1,249 0.43%

EARNED INCOME TAX 22,000,000 21,960,102 20,775,000 39,898 0.18%

REAL ESTATE TRANSFER TAX 4,522,500 4,500,000 4,000,000 22,500 0.50%

DELINQUENCIES ON REAL ESTATE TAXES 2,487,000 2,972,372 2,750,000 -485,372 -16.33% Decrease in real estate properties liened due to improving economy
ACT 319 AND 515 AGREEMENT BREECHES 0 220,310 0 -220,310 <-99.9%
DELINQUENCIES ON EARNED INCOME TAXES 375,000 424,813 745,000 -49,813 -11.73% Decreased due to current year receipts trending under prior year.
DELINQUENCIES PER CAPITA TAX 0 0 0 0 0.00%

INTEREST EARNINGS, TEMP DEPOSITS 325,000 361,150 300,000 -36,150 -10.01%

ADMISSIONS 215,000 165,000 165,000 50,000 30.30%

REVENUES FROM FEES 100,000 85,084 100,000 14,916 17.53%

TOTAL OTHER STUDENT ACTIVITIES 0 0 0 0 0.00%

FEDERAL I.D.E.A. FUNDS FROM AN I.U. 2,100,000 1,203,502 1,963,000 896,498 74.49%

RENTAL OF  SCHOOL FACILITIES 50,000 65,783 70,000 -15,783 -23.99%

DONATIONS, PRIVATE SOURCES 250,000 469,322 401,300 -219,322 -46.73%

TUITION FOR EDUCATION SERVICES 40,000 48,850 37,200 -8,850 -18.12%

COMMUNITY SCHOOL CONTINUING ED. 115,000 115,105 90,000 -105 -0.09%
TUITION FOR INCARCERATED STUDENTS/LEA TUITION 365,000 366,365 272,800 -1,365 -0.37%

SERVICES PROVIDED TO OTHER L.E.A.'S 3,500 0 6,500 3,500 >99.9%
COMMUNITY SERVICE ACTIVITIES CHILD CARE 2,535,000 2,524,273 2,460,000 10,727 0.42% Decreased due to current year receipts trending under prior year.
COMMUNITY SCHOOL FUND RAISING 190,000 181,221 123,000 8,779 4.84%

COMMUNITY SCHOOL AQUATICS 510,000 514,273 492,000 -4,273 -0.83%

MISCELLANEOUS REVENUE 61,000 67,149 33,335 -6,149 -9.16%

Total Local Revenues 248,398,893 245,974,733 243,464,259 2,424,160 0.99%

2015-16 2014-15 2014-15 Budget to Budget to 
Budget Projection Budget Projection $ Δ Projection % Δ

BASIC INSTRUCTIONAL SUBSIDY 17,781,941 15,930,737 16,227,940 1,851,204 11.62%
CHARTER SCHOOL SUBSIDY 0 0 0 0 0.00%
TUITION FOR ORPHANS & CHILDREN 250,000 299,578 300,000 -49,578 -16.55%
HOMEBOUND INSTRUCTION 0 0 0 0 0.00%
ALTERNATIVE EDUCATION 0 0 0 0 0.00%
SPECIAL EDUC OF EXCEPT PUPILS 7,762,441 7,151,584 7,365,010 610,857 8.54%
OTHER STATE PROGRAM SUBSIDIES 100,000 0 127,000 100,000 >99.9%
TRANSPORTATION REIMBURSEMENT 3,115,500 3,232,744 3,100,000 -117,244 -3.63%
RENTAL AND SINKING FUND REIMBURSEMENTS 1,082,720 1,361,447 1,175,000 -278,727 -20.47% Amount decreased due to planned debt defeasance.
MEDICAL & DENTAL REIMBURSEMENT 364,619 76,006 375,000 288,613 >99.9%
STATE PROPERTY TAX REDUCTION 6,026,215 6,026,215 6,026,215 0 0.00%
READY TO LEARN / ACCOUNTABILITY BLOCK GRANT 0 7,745 1,423,249 -7,745 <-99.9%
DUAL ENROLLMENT GRANTS 0 0 0 0 0.00%
SOCIAL SECURITY REIMBURSEMENT 5,386,176 5,080,922 5,084,942 305,254 6.01% Increased due to payroll expenses associated with QUEST.
RETIREMENT PAYMENTS REIMBURSEMENT 18,825,575 14,348,880 14,772,536 4,476,695 31.20% Increased due to payroll expenses associated with QUEST.
MISCELLANEOUS STATE REVENUE 0 0 0 0 0.00%

Total State Revenues 60,695,187 53,515,858 55,976,892 7,179,329 13.42%

Comments for Budget Changes / Assumptions

State Revenues - 7000's

Local Revenues - 6000's

Revenue Budget Summary
4/17/15 3:11 PM

Comments for Budget Changes / Assumptions

Increased Revenues $625,500 Over March 
2015 Estimates

M:\Budget\2015-16 Budgets\Revenue\2015-16 Revenue Budget One Page Summary 1
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2015-16 2014-15 2014-15 Budget to Budget to 
Budget Projection Budget Projection $ Δ Projection % Δ

IDEA, SECTION 619 0 0 0 0 0.00%
TITLE 1 516,000 516,000 411,298 0 0.00% Increased to equal current program year projections.
TITLE 2 280,000 280,000 221,660 0 0.00% Increased to equal current program year projections.
TITLE 3 33,900 33,900 18,400 0 0.00% Increased to equal current program year projections.
DRUG FREE SCHOOLS 0 0 0 0 0.00%
OTHER FEDERAL GRANTS 0 0 0 0 0.00%
ARRA - IDEA, PART B STIMULUS 0 0 0 0 0.00%
ARRA - STATE FISCAL STABILIZATION 0 0 0 0 0.00%
ARRA EDU JOBS 0 0 0 0 0.00%
MEDICAL ASSISTANCE REIMB. (ACCESS) 1,062,500 946,718 911,000 115,782 12.23%
ADMINISTRATIVE REIMB. FOR ACCESS 45,000 58,273 45,000 -13,273 -22.78%

Total Federal Revenues 1,937,400 1,834,890 1,607,358 102,510 5.59%

2015-16 2014-15 2014-15 Budget to Budget to 
Budget Projection Budget Projection $ Δ Projection % Δ

TRANSFER FROM SPECIAL REVENUE 0 0 0 0 0.00%
TRANSFER FROM TRUST AND AGENCY 490,000 653,333 490,000 -163,333 -25.00%
SALE OF FIXED ASSETS 0 2,964 0 -2,964 <-99.9%
INTERFUND TRANSFERS / FUND BALANCE 0 0 0 0 0.00%

Total Other Financing 490,000 656,297 490,000 -166,297 -25.34%

Total Yearly Revenue 311,521,480 301,981,778 301,538,509 9,539,703 3.16%

         Other Financing Revenues - 9000's

Federal Revenues - 8000's Comments for Budget Changes / Assumptions

Comments for Budget Changes / Assumptions
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Timeline for Debt Defeasance
April 28th Board Meeting
  School Board Considers Defeasance Resolutions and Escrow Agreements
  School Board Authorizes Administration to Transfer Funds
June 2nd, Scheduled Closing Date
  Documents are Notarized
  Funds Transferred to Trust Accounts and U.S. Securities Purchased
  Prepaid Debt will be removed from liabilities per the 2014‐15 Audit Process

Source of Funds for Debt Defeasance
Bank Amount

Fund 4  Debt Service TD Bank 7,000,000      
PSDLAF (Full Flex) 8,000,000      

15,000,000

Fund 1   General Fund   . TD Bank (Budgeted for Transfer to Debt Service Fund) 10,000,000

* Fund 1   Use of Fund Balance  TD Bank  9,000,000  

Fund 1  Expected Positive Rev/Exp Variance 
from 2014‐2015 Operations (3M Rev + 3M Exps)

Various Banks 6,000,000    

Total Defeasance Amount 40,000,000  

* Fund Balance $18,024,326 approximately 6% of 2014‐15 budget

Less Proposed use of Fund Balance $9,000,000
Projected Fund Balance as of 6/30/2015 $9,024,326

% of 2014‐15 General Fund Budget of $301,538,509 2.99%
We are recommending reducing the fund balance to a greater extent than normal due to anticipated PDE requirements that fund balances must be 
below 4% to qualify for a future real estate tax increase.  No tax increase is recommended for 2015‐16, but this will position the district to qualify for 
a tax increase, if needed, in future years.
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CENTRAL BUCKS SCHOOL DISTRICT 
Bucks County, Pennsylvania 

 
RESOLUTION 
April 28, 2015 

 
AUTHORIZING THE DEFEASANCE OF CERTAIN 
OUTSTANDING BONDS OF THE CENTRAL BUCKS 
SCHOOL DISTRICT THROUGH A CASH DEPOSIT OF THE 
SCHOOL DISTRICT; COVENANTING TO USE THE FUNDS 
OF THE SCHOOL DISTRICT TO PROVIDE FUNDS 
SUFFICIENT TO ESCROW TO MATURITY OR 
REDEMPTION DATE A PORTION OF THE SCHOOL 
DISTRICT’S DEFEASED BONDS (AS DEFINED HEREIN); 
AUTHORIZING ISSUANCE OF IRREVOCABLE 
INSTRUCTIONS WITH RESPECT TO NOTICE OF 
DEFEASANCE; AUTHORIZING CERTAIN OFFICERS TO 
ACT IN THE ABSENCE OF CERTAIN OTHER DESIGNATED 
OFFICERS; AND AUTHORIZING OTHER NECESSARY 
ACTION. 

WHEREAS, the Central Bucks School District (the “School District”) is granted 
the power by the Local Government Unit Debt Act of the Commonwealth of Pennsylvania, 53 
Pa. Cons. Stat §8001 et seq., as amended (the “Act”), to incur indebtedness and to issue bonds 
for the purposes of refunding outstanding indebtedness and funding capital projects; and  

WHEREAS, the School District has heretofore issued its (i) General Obligation 
Bonds, Series of 2005 which are presently outstanding in the principal amount of $5,295,000 
(the “2005 Bonds”), (ii) General Obligation Bonds, Series A of 2011 which are presently 
outstanding in the principal amount of $12,855,000 (the “2011A Bonds”), (iii) General 
Obligation Bonds, Series B of 2011 which are presently outstanding in the principal amount of 
$64,830,000 (the “2011B Bonds”), and (iv) General Obligation Bonds, Series C of 2011 
(Taxable) which are presently outstanding in the principal amount of $19,310,000 (the “2011C 
Bonds” and together with 2005 Bonds, the 2011A Bonds and the 2011B Bonds, the “Bonds”); 
and 

WHEREAS, the Board of School Directors of the School District (the “Board of 
School Directors”) has determined to provide funds sufficient to pay interest and principal on 
and escrow to maturity certain maturities of the Bonds (such Bonds being defeased being 
hereinafter referred to as the “Defeased Bonds”), as identified on the Financing Report (the 
“Financing Report”) of Public Financial Management, Inc. (the “Financial Advisor”) attached 
hereto as Exhibit “A”, in order to achieve debt service savings and provide cash flow relief to 
the School District (the “Defeasance Program”); and  

WHEREAS, the Board of School Directors has determined to issue its 
irrevocable instructions (the “Irrevocable Instructions”), as attached hereto as Exhibit “B” to (a) 
TD Bank, N.A., as paying agent (the “2005 Bonds Paying Agent”) for the 2005 Bonds, for the 
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payment, of such 2005 Bonds constituting Defeased Bonds (the “2005 Defeased Bonds”), of the 
principal value thereof together with interest to the redemption date thereof; and (b) Wells Fargo 
Bank, N.A., as paying agent (the “2011 Bonds Paying Agent” and together with the 2005 Bonds 
Paying Agent, the “Paying Agents” and each a “Paying Agent”) for (i) the 2011A Bonds, for the 
payment of such 2011A Bonds constituting Defeased Bonds (the “2011A Defeased Bonds”), of 
the principal value thereof together with interest to the redemption date thereof; (ii) the 2011B 
Bonds, for the payment of such 2011B Bonds constituting Defeased Bonds (the “2011B 
Defeased Bonds”), of the principal value thereof together with interest to the redemption date 
thereof; and (iii) the 2011C Bonds, for the payment of such 2011C Defeased Bonds (the “2011C 
Defeased Bonds” and together with the 2011A Defeased Bonds and the 2011B Defeased Bonds, 
the “2011 Defeased Bonds”), of the principal value thereof together with interest to maturity or 
the redemption date, as the case may be, thereof; and 

WHEREAS, additionally, and as part of the Defeasance Program, as submitted to 
the School District by the Financial Advisor in the Financing Report, the School District shall 
deposit the necessary funds with the (a) 2005 Bonds Paying Agent under an escrow agreement 
(the “2005 Bonds Escrow Agreement”) to be held and applied by the 2005 Bonds Paying Agent 
to the payment of principal and interest on the 2005 Defeased Bonds through the redemption 
date thereof; and (b) the 2011 Bonds Paying Agent under an escrow agreement to be held and 
applied by the 2011 Bonds Paying Agent to the payment of principal and interest on the 2011 
Defeased Bonds through the redemption date thereof (the “2011 Bonds Escrow Agreement” and 
together with the 2005 Bonds Escrow Agreement, the “Escrow Agreements”).  The funds to be 
deposited under the Escrow Agreements are designed to be adequate as to amount and 
appropriate as to availability when appropriately invested to pay the interest and principal until 
respective redemption dates of the Defeased Bonds; and 

WHEREAS, the Board of School Directors has determined to implement and 
fund the Defeasance Program a cash deposit in the amount of up to $____________ and the 
purchase with such funds of legally permissible federal government securities; and  

WHEREAS, the School District desires to take appropriate action and to 
authorize such action in accordance with the Defeasance Program all with and pursuant to the 
Act. 

NOW, THEREFORE, BE IT RESOLVED by the Board of School Directors of 
the School District and IT IS HEREBY RESOLVED, as follows: 

1. Authorization of Defeasance Program and Statement of Purpose of the 
Defeasance Program.  The School District hereby approves the Defeasance Program as described 
in the recitals hereto; provided that the amounts of the Bonds to be redeemed as set forth on the 
Financing Report are estimates and are subject to change based upon prevailing interest rates 
available for the associated escrows.  Any such change in the amounts of the Bonds to be 
defeased shall be at the discretion of the president of the School District, who is hereby 
authorized to approve any such change.   
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It is hereby determined and set forth that the purpose of the Defeasance Program 
is to reduce the debt service that would otherwise be payable on the Defeased Bonds as shown 
on the Financing Report. 

2. Execution of Documents.  The President or Vice President of the Board of 
School Directors and the Secretary or Treasurer of the School District and their successors are 
hereby authorized and directed to take all action required  by the Act or this Resolution in order 
to effect the Defeasance Program.  Said officers or any of them are further authorized to take any 
and all such further action and to execute and deliver the Escrow Agreements and such other 
documents as may be necessary or proper to comply with all requirements of the Act or to carry 
out the intent and purpose of this Resolution.  

3. Defeasance.  The School District covenants that, there will be paid over by 
the School District to and for the account of (a) with respect to the 2005 Defeased Bonds, the 
2005 Bonds Paying Agent, an irrevocable cash deposit in an amount sufficient to provide 
necessary funds to enable the 2005 Bonds Paying Agent to purchase any investments required by 
the Defeasance Program reflected in the schedules attached to the Financing Report and under 
and subject to the 2005 Bonds Escrow Agreement and to provide funds as are necessary to 
escrow to the maturity or redemption date payment of the principal and interest on the 2005 
Defeased Bonds, and (b) with respect to the 2011 Defeased Bonds, the 2011 Bonds Paying 
Agent, an irrevocable cash deposit in an amount sufficient to provide necessary funds to enable 
the 2011 Bonds Paying Agent to purchase any investments required by the Defeasance Program 
reflected in the schedules attached to the Financing Report and under and subject to the 2011 
Bonds Escrow Agreement and to provide funds as are necessary to escrow to maturity or 
redemption date, as the case may be, of principal and interest on the 2011A Defeased Bonds, all 
in accordance with the Defeasance Program. 

The School District further covenants that the amounts so deposited with the 
applicable Paying Agent as aforesaid or as otherwise paid to such Paying Agent shall also be 
adequate to pay all fees for the services to be performed by such Paying Agent and of bond 
counsel or the School District will pay such costs and any other incidental costs and expenses. 

Upon receipt of the School District’s cash deposit, such portions of the Defeased 
Bonds shall no longer be considered to be outstanding, and the School District shall be deemed 
to have made appropriate provisions for the retirement of the outstanding non-electoral debt 
which was evidenced thereby. 

The School District shall enter into the Escrow Agreements with the applicable 
Paying Agent, to cause and require such paying agent to take actions necessary in order to carry 
out the Defeasance Program.  There are created pursuant to Section 8221 of the Act, sinking 
funds for the Defeased Bonds, each to be known as an “Escrow Fund”, which such sinking fund 
shall be administered in accordance with the Act.  TD Bank, N.A., or its successors, is hereby 
designated as paying agent under the 2005 Bonds Escrow Agreement and as sinking fund 
depository for the Escrow Fund under the 2005 Bonds Escrow Agreement for the 2005 Bonds.  
Wells Fargo Bank, N.A., or its successors, is hereby designated as paying agent under the 2011 
Bonds Escrow Agreement and as sinking fund depository for the Escrow Fund under the 2011 
Bonds Escrow Agreement for the 2011 Bonds.   
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The President or Vice President of the Board of School Directors, the Business 
Administrator, or any representative of the Financial Advisors are authorized and directed to 
execute any required subscriptions or other orders for the purchase of any investments to be 
purchased pursuant to the Defeasance Program under the Escrow Agreements, and to cause such 
orders, or subscriptions to be delivered promptly to the Federal Reserve Bank or other issuer or 
supplier. 

4. Purchase of Investments.  The School District covenants that each Escrow 
Agreement shall require the applicable Paying Agent to utilize the proceeds and any other funds 
available, and that such total funds will be adequate, to purchase any investments as set forth in 
the schedules attached to the Financing Report and/or the Defeasance Program, and as attached 
to the applicable Escrow Agreement.  Each such Escrow Agreement shall provide that the 
applicable Paying Agent will, without further direction from the School District, pay from the 
principal and interest paid by the defeasance investment and other available monies, as above 
required, the principal at and interest to redemption on (a) May 15, 2016, with respect to the 
2005 Bonds, (b) May 15, 2021, or at the applicable maturity date, as shown on the Financing 
Report, with respect to the 2011A Defeased Bonds (c) May 15, 2021, or at the applicable 
maturity date, as shown on the Financing Report, with respect to the 2011B Defeased Bonds, and 
(d) May 15, 2021, or at the applicable maturity date, as shown on the Financing Report, with 
respect to the 2011C Defeased Bonds to the extent of the funds available.  The Escrow 
Agreements shall be substantially in the form as approved by bond counsel and Solicitor for the 
School District. 

5. Notice of Redemption.  The School District does hereby authorize and 
direct the issuance of the Irrevocable Instructions to each Paying Agent for the Defeased Bonds 
calling for the redemption on (a) May 15, 2015, with respect to the 2005 Defeased Bonds, and 
(b) May 15, 2021, with respect to the  2011 Defeased Bonds, as then remain outstanding, such 
instructions and the notice of redemption to be given thereby to be in substantially the forms set 
forth in Schedule “C” hereof. 

6. Officers Authorized to Act.  For the purpose of expediting the Defeasance 
Program, or in the event that the President of the Board of School Directors or the Secretary of 
the School District shall be absent or otherwise unavailable for the purpose of executing 
documents, or for the purpose of taking any other action which they or either of them may be 
authorized to take pursuant to this Resolution, the Vice President of the Board of School 
Directors of the Treasurer of the School District, respectively are hereby authorized and directed 
to execute documents, or otherwise to act on behalf of the School District in their stead. 

7. Verification Agent.  The School District hereby authorizes the engagement 
of Bond Resources, Inc., or such other qualified firm as may be acceptable to the President of the 
School District, as the verification agent in connection with the Defeasance Program 

8. Further Action.  The proper officers of the School District are hereby 
authorized and directed to take all such action, execute, deliver, file and/or record all such 
documents, publish all notices and otherwise comply with the provisions of this Resolution and 
the Act in the name and on behalf of the School District. 
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9. Act Applicable to Bonds.  This Resolution is adopted pursuant to the 
provisions of the Act and all the mandatory provisions thereof shall apply hereunder whether or 
not explicitly stated herein. 

10. Severability.  In case one or more of the provisions contained in this 
Resolution or in any of the Defeasance Bonds shall for any reason be held to be invalid, illegal or 
unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any 
other provision of this Resolution or said Defeased Bonds, and this Resolution or said Defeased 
Bonds shall be construed and enforced as if such invalid, illegal or unenforceable provisions has 
never been contained therein. 

11. Repealer.  All resolutions and parts of resolutions heretofore adopted to 
the extent that the same are inconsistent herewith are hereby repealed. 

12. Effective Date.  This Resolution shall take effect on the earliest date 
permitted by the Act. 

 
Adopted:  April 28, 2015 
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CENTRAL BUCKS SCHOOL DISTRICT 
(Bucks County, Pennsylvania) 

 
EXHIBIT “A” 

FINANCING REPORT 
(See attached) 
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CENTRAL BUCKS SCHOOL DISTRICT 
(Bucks County, Pennsylvania) 

 
 

EXHIBIT “B” 
 
 

NOTICES OF REDEMPTION 
 

(See Attached) 
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CERTIFICATE OF SECRETARY 
 

The undersigned, Secretary of the Board of School Directors of the Central Bucks 
School District HEREBY CERTIFIES that: 

The foregoing Resolution authorizing the defeasance of a portion of the 
$5,295,000 aggregate principal amount of General Obligation bonds, Series of 2005, 
$12,855,000 aggregate principal amount of General Obligation Bonds, Series A of 2011, 
$64,830,000 aggregate principal amount of General Obligation Bonds, Series B of 2011, and 
$19,310,000 aggregate principal amount of General Obligation Bonds, Series C of 2011 of the 
School District was duly moved and seconded and adopted by a majority vote of all the Board of 
School Directors of said School District at a duly called and convened public meeting of said 
Board of School Directors held on ____________, 2015; that public notice of said meeting was 
given as required by law; and that the roll of the Board of School Directors was called and such 
members voted or were absent as follows: 

Name Vote 

Stephen A. Corr, President  

R. Tyler Tomlinson, Vice President  

James R. Duffy  

Paul B. Faulkner  

John H. Gamble  

Joseph M. Jagelka  

Geryl D. McMullin  

Kelly E. Unger  

Jerel P. Wohl  

 

and that such Resolution and the votes thereon have been duly recorded in the minutes. 

WITNESS my hand and seal of the School District this 28th day of April, 2015. 

 
 
  
Sharon L. Reiner, Secretary 

(SEAL) 
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CENTRAL BUCKS SCHOOL DISTRICT 
BUCKS COUNTY, PENNSYLVANIA 

 
IN RE:  
 

DEFEASANCE OF 
SERIES OF 2005 BONDS  

: 
: 

IRREVOCABLE INSTRUCTIONS 
TO CALL FOR REDEMPTION 

 
 
TO:  TD BANK, N.A 
 

The CENTRAL BUCKS SCHOOL DISTRICT (the “School District”), on April 28, 

2015, duly adopted a resolution (the “Resolution”), a copy of which has been delivered to you, 

authorizing these irrevocable instructions to be issued to you, to take certain steps necessary to 

bring about the redemption of certain maturities of the School District’s outstanding General 

Obligation Bonds Series of 2005, listed below (the “2005 Bonds”) 

Series of 2005 Bonds 

Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2016 5.000  575,000 

5/15/2017 5.000  2,715,000 

TOTAL   3,290,000 
 
*No representation is made as to the correctness of the CUSIP numbers either as printed on the Bonds or as 
contained in this notice of redemption.  Reliance may be placed only on the identification numbers prefixed 
“R-” printed on the Bonds. 
 

As you are aware, you are the Paying Agent for the 2005 Bonds.  In accordance with the 

Resolution and the Defeasance Program described therein, it is the intent and purpose of the 

School District to call for redemption the above referenced 2005 Bonds.  

Therefore, under and pursuant to the Resolution and in compliance therewith, you are 

given instructions, which instructions are and shall be irrevocable:  
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A. To deliver, by posting by first class United States mail, postage prepaid, not less 

than thirty (30) nor more than sixty (60) days prior to May 15, 2016, a copy of the Notice of 

Redemption substantially in the form attached hereto, to each registered owner of the 2005 

Bonds being redeemed at the time of such action, at such address as shall appear on the Books 

maintained by you with respect to the 2005 Bonds, to Depository Trust Company, to Moody’s 

Investors Service, Inc.  

B. To give notice in electronic format as prescribed by to the Municipal Securities 

Rulemaking Board through its Electronic Municipal Market Access system and to mail a copy of 

such notice to The Bond Buyer, for publication therein.  

C. To take such other action by way of notice or publication of the Notice of 

Redemption with respect to the redemption of the 2005 Bonds so called for redemption as you 

may deem appropriate to bring about the orderly and efficient redemption of the 2005 Bonds 

then outstanding.  The School District has obligated itself by the Resolution authorizing the 

Defeasance Program to make available such monies as shall be reasonably necessary for costs 

and expenses of complying with these instructions.  

It is assumed by the School District that you will make appropriate arrangements and 

provisions so that the strict compliance with the irrevocable instructions contained herein will be 

assured.  You are hereby designated as the School District’s true and lawful attorney for 

purposes of carrying out this redemption.  
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ATTEST:  
 
 
 
  
Secretary 
 

CENTRAL BUCKS SCHOOL DISTRICT 
 
 
 
BY:  

(Vice) President 

 
 
(SEAL)  
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RECEIPT AND ACKNOWLEDGMENT 
 

Receipt of the foregoing instructions, duly executed by the appropriate officers of the 

School District, and a copy of the Resolution of the School District referred to therein, and 

copies of the Notice of Defeasance and Notice of Redemption, is hereby acknowledged.  

It is further acknowledged that the Irrevocable Instructions contained in the foregoing are 

satisfactory to the Paying Agent.  

Signed, sealed and dated this _____ day of _______, 2015.  

 
 
 

TD BANK, N.A,  
as Paying Agent  
 
 
 
BY:  

Authorized Representative  
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NOTICE OF REDEMPTION 
 
 

TO: REGISTERED OWNERS OF GENERAL OBLIGATION BONDS, SERIES OF 2005, 
DATED AS OF APRIL 5, 2005 AND MATURING ON OR AFTER MAY 15, 2016.  

 
NOTICE is given by the CENTRAL BUCKS SCHOOL DISTRICT (the “School 

District”) that the School District, by appropriate resolution has exercised its option to call for 

redemption and does call for redemption a portion of its remaining outstanding General 

Obligation Bonds, Series of 2005, dated as of April 5, 2005, (the “2005 Bonds”), maturing on or 

after May 15, 2016, as hereinafter set forth, issued under and secured by a Resolution, dated as 

of March 8, 2005, (the “Resolution”), in accordance with the right and privilege reserved to the 

School District in the 2005 Bonds and under the Resolution.  

The date fixed for this redemption of the 2005 Bonds, as determined by the Board of 

School Directors of the School District, is May 15, 2016, (the “Redemption Date”); and on the 

Redemption Date each of the 2005 Bonds so called for redemption will become and will be due 

and payable at a redemption price of 100% of principal amount, together with accrued interest to 

the date fixed for redemption, at the corporate trust office of the Paying Agent, TD Bank, N.A., 

Philadelphia, Pennsylvania, and from and after the Redemption Date interest on such 2005 

Bonds as are called for redemption hereby will cease to accrue, irrespective of whether such 

2005 Bonds are presented and surrendered to the Paying Agent.  

The principal due of such 2005 Bonds as of the Redemption Date, will become and will 

be due and payable at the corporate trust office of the Paying Agent in Philadelphia, 

Pennsylvania, and will be paid by the Paying Agent upon presentation and surrender of such 

2005 Bonds, in registered form, as provided in the Resolution.  The 2005 Bonds so called for 

redemption are the following:  
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Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2016 5.000  575,000 

5/15/2017 5.000  2,715,000 

TOTAL   3,290,000 
 
*No representation is made as to the correctness of the CUSIP numbers either as printed on the Bonds or as 
contained in this notice of redemption.  Reliance may be placed only on the identification numbers prefixed 
“R-“ printed on the Bonds 
 

It is suggested that registered or certified mail be used for forwarding the 2005 Bonds so 

called for redemption, and that it is not necessary to endorse and guarantee such 2005 Bonds 

unless payment is to be made to someone other than the registered holder.  Holders of the above-

described securities should submit certified Taxpayer Identification Numbers on IRS Form W-9 

when presenting their securities for redemption.  Withholding of 28% of any payment of gross 

redemption proceeds made within the United States may be required by law unless the Paying 

Agent has the correct taxpayer identification number (social security or employer identification 

number) or exemption certificate of the payee. 

This Notice of Redemption is given in accordance with requirements of the 2005 Bonds 

to be redeemed and the Resolution. 
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By Order of the Board of School Directors of the School District.  

 

CENTRAL BUCKS SCHOOL DISTRICT  
 
 
 
Dated:  
 
 

Submit Bonds for Redemption to:  
 
TD BANK, N.A. 
 
 (Address)  
 
  
 
Attention:  
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CENTRAL BUCKS SCHOOL DISTRICT 
BUCKS COUNTY, PENNSYLVANIA 

 
IN RE:  
 

DEFEASANCE OF 
SERIES A , SERIES B & 
SERIES C OF 2011 BONDS  

: 
: 

IRREVOCABLE INSTRUCTIONS 
TO CALL FOR REDEMPTION 

 
 
TO:  WELLS FARGO BANK, N.A. 
 

The CENTRAL BUCKS SCHOOL DISTRICT (the “School District”), on April 28, 

2015, duly adopted a resolution (the “Resolution”), a copy of which has been delivered to you, 

authorizing these irrevocable instructions to be issued to you, to take certain steps necessary to 

bring about the redemption of certain maturities of the School District’s outstanding General 

Obligation Bonds Series A of 2011, Series B of 2011 and Series C of 2011 listed below 

(collectively the “2011 Bonds”) 

Series A of 2011 Bonds 

Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2024 5.000  230,000 

5/15/2025 5.000  290,000 

5/15/2026 5.000  2,805,000 

TOTAL   3,325,000 
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Series B of 2011 Bonds 

Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2024 5.000  70,000 

5/15/2025 5.000  1,190,000 

5/15/2027 5.000  980,000 

5/15/2028 5.000  2,120,000 

5/15/2029 4.375  3,420,000 

TOTAL   7,780,000 
 

Series C of 2011 Bonds 

Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2027 5.000  3,260,000 

5/15/2028 5.100  3,580,000 

5/15/2029 5.200  3,830,000 

TOTAL   10,670,000 
 
*No representation is made as to the correctness of the CUSIP numbers either as printed on the Bonds or as 
contained in this notice of redemption.  Reliance may be placed only on the identification numbers prefixed 
“R-” printed on the Bonds. 
 

As you are aware, you are the Paying Agent for the 2011 Bonds.  In accordance with the 

Resolution and the Defeasance Program described therein, it is the intent and purpose of the 

School District to call for redemption the above referenced 2011 Bonds.  

Therefore, under and pursuant to the Resolution and in compliance therewith, you are 

given instructions, which instructions are and shall be irrevocable:  

A. To deliver, by posting by first class United States mail, postage prepaid, not less 

than thirty (30) nor more than sixty (60) days prior to May 15, 2021, a copy of the Notice of 

Redemption substantially in the form attached hereto, to each registered owner of the 2011 
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Bonds being redeemed at the time of such action, at such address as shall appear on the Books 

maintained by you with respect to the 2011 Bonds, to Depository Trust Company, to Moody’s 

Investors Service, Inc.  

B. To give notice in electronic format as prescribed by to the Municipal Securities 

Rulemaking Board through its Electronic Municipal Market Access system and to mail a copy of 

such notice to The Bond Buyer, for publication therein.  

C. To take such other action by way of notice or publication of the Notice of 

Redemption with respect to the redemption of the 2011 Bonds so called for redemption as you 

may deem appropriate to bring about the orderly and efficient redemption of the 2011 Bonds 

then outstanding.  The School District has obligated itself by the Resolution authorizing the 

Defeasance Program to make available such monies as shall be reasonably necessary for costs 

and expenses of complying with these instructions.  

It is assumed by the School District that you will make appropriate arrangements and 

provisions so that the strict compliance with the irrevocable instructions contained herein will be 

assured.  You are hereby designated as the School District’s true and lawful attorney for 

purposes of carrying out this redemption.  

ATTEST:  
 
 
 
  
Secretary 

 

CENTRAL BUCKS SCHOOL DISTRICT 
 
 
 
BY:  

(Vice) President 

(SEAL) 
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RECEIPT AND ACKNOWLEDGMENT 
 

Receipt of the foregoing instructions, duly executed by the appropriate officers of the 

School District, and a copy of the Resolution of the School District referred to therein, and 

copies of the Notice of Defeasance and Notice of Redemption, is hereby acknowledged.  

It is further acknowledged that the Irrevocable Instructions contained in the foregoing are 

satisfactory to the Paying Agent.  

Signed, sealed and dated this _____ day of _______, 2015.  

 
 
 

WELLS FARGO BANK, N.A.,  
as Paying Agent  
 
 
 
BY:  

Authorized Representative  
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NOTICE OF REDEMPTION 
 
 

TO: REGISTERED OWNERS OF GENERAL OBLIGATION BONDS, SERIES A OF 2011, 
DATED AS OF APRIL 21, 2011 AND MATURING ON OR AFTER MAY 15, 2022.  

 
NOTICE is given by the CENTRAL BUCKS SCHOOL DISTRICT (the “School 

District”) that the School District, by appropriate resolution has exercised its option to call for 

redemption and does call for redemption a portion of its remaining outstanding General 

Obligation Bonds, Series of A of 2011, dated as of April 21 2011, (the “2011A Bonds”), 

maturing on and after May 15, 2022, as hereinafter set forth, issued under and secured by a 

Resolution, dated as of March 22, 2011, (the “Resolution”), in accordance with the right and 

privilege reserved to the School District in the 2011A Bonds and under the Resolution.  

The date fixed for this redemption of the 2011A Bonds, as determined by the Board of 

School Directors of the School District, is May 15, 2021, (the “Redemption Date”); and on the 

Redemption Date each of the 2011A Bonds so called for redemption will become and will be due 

and payable at a redemption price of 100% of principal amount, together with accrued interest to 

the date fixed for redemption, at the corporate trust office of the Paying Agent, Wells Fargo 

Bank, N.A., Philadelphia, Pennsylvania, and from and after the Redemption Date interest on 

such 2011A Bonds as are called for redemption hereby will cease to accrue, irrespective of 

whether such 2011A Bonds are presented and surrendered to the Paying Agent.  

The principal due of such 2011A Bonds as of the Redemption Date, will become and will 

be due and payable at the corporate trust office of the Paying Agent in Philadelphia, 

Pennsylvania, and will be paid by the Paying Agent upon presentation and surrender of such 

2011A Bonds, in registered form, as provided in the Resolution.  The 2011A Bonds so called for 

redemption are the following:  

Draft

Finance Committee April 22, 2015 Page 50 of 110



Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2024 5.000  230,000 

5/15/2025 5.000  290,000 

5/15/2026 5.000  2,805,000 

TOTAL   3,325,000 
 
*No representation is made as to the correctness of the CUSIP numbers either as printed on the Bonds or as 
contained in this notice of redemption.  Reliance may be placed only on the identification numbers prefixed 
“R-“ printed on the Bonds 
 

It is suggested that registered or certified mail be used for forwarding the 2011A Bonds 

so called for redemption, and that it is not necessary to endorse and guarantee such 2011A Bonds 

unless payment is to be made to someone other than the registered holder.  Holders of the above-

described securities should submit certified Taxpayer Identification Numbers on IRS Form W-9 

when presenting their securities for redemption.  Withholding of 28% of any payment of gross 

redemption proceeds made within the United States may be required by law unless the Paying 

Agent has the correct taxpayer identification number (social security or employer identification 

number) or exemption certificate of the payee. 

This Notice of Redemption is given in accordance with requirements of the 2011A Bonds 

to be redeemed and the Resolution. 
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By Order of the Board of School Directors of the School District.  

 

CENTRAL BUCKS SCHOOL DISTRICT  
 
 
 
Dated:  
 
 

Submit Bonds for Redemption to:  
 
WELLS FARGO BANK, N.A. 
 
 (Address)  
 
  
 
Attention:  
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NOTICE OF REDEMPTION 
 
 

TO: REGISTERED OWNERS OF GENERAL OBLIGATION BONDS, SERIES B OF 2011, 
DATED AS OF APRIL 21, 2011 AND MATURING ON OR AFTER MAY 15, 2022.  

 
NOTICE is given by the CENTRAL BUCKS SCHOOL DISTRICT (the “School 

District”) that the School District, by appropriate resolution has exercised its option to call for 

redemption and does call for redemption a portion of its remaining outstanding General 

Obligation Bonds, Series of B of 2011, dated as of April 21 2011, (the “2011B Bonds”), 

maturing on and after May 15, 2022, as hereinafter set forth, issued under and secured by a 

Resolution, dated as of March 22, 2011, (the “Resolution”), in accordance with the right and 

privilege reserved to the School District in the 2011B Bonds and under the Resolution.  

The date fixed for this redemption of the 2011B Bonds, as determined by the Board of 

School Directors of the School District, is May 15, 2021, (the “Redemption Date”); and on the 

Redemption Date each of the 2011B Bonds so called for redemption will become and will be due 

and payable at a redemption price of 100% of principal amount, together with accrued interest to 

the date fixed for redemption, at the corporate trust office of the Paying Agent, Wells Fargo 

Bank, N.A., Philadelphia, Pennsylvania, and from and after the Redemption Date interest on 

such 2011B Bonds as are called for redemption hereby will cease to accrue, irrespective of 

whether such 2011B Bonds are presented and surrendered to the Paying Agent.  

The principal due of such 2011B Bonds as of the Redemption Date, will become and will 

be due and payable at the corporate trust office of the Paying Agent in Philadelphia, 

Pennsylvania, and will be paid by the Paying Agent upon presentation and surrender of such 

2011B Bonds, in registered form, as provided in the Resolution.  The 2011B Bonds so called for 

redemption are the following:  
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Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2024 5.000  70,000 

5/15/2025 5.000  1,190,000 

5/15/2027 5.000  980,000 

5/15/2028 5.000  2,120,000 

5/15/2029 4.375  3,420,000 

TOTAL   7,780,000 
 
*No representation is made as to the correctness of the CUSIP numbers either as printed on the Bonds or as 
contained in this notice of redemption.  Reliance may be placed only on the identification numbers prefixed 
“R-“ printed on the Bonds 
 

It is suggested that registered or certified mail be used for forwarding the 2011B Bonds 

so called for redemption, and that it is not necessary to endorse and guarantee such 2011B Bonds 

unless payment is to be made to someone other than the registered holder.  Holders of the above-

described securities should submit certified Taxpayer Identification Numbers on IRS Form W-9 

when presenting their securities for redemption.  Withholding of 28% of any payment of gross 

redemption proceeds made within the United States may be required by law unless the Paying 

Agent has the correct taxpayer identification number (social security or employer identification 

number) or exemption certificate of the payee. 

This Notice of Redemption is given in accordance with requirements of the 2011B Bonds 

to be redeemed and the Resolution.  
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By Order of the Board of School Directors of the School District.  

 

CENTRAL BUCKS SCHOOL DISTRICT  
 
 
 
Dated:  
 
 

Submit Bonds for Redemption to:  
 
WELLS FARGO BANK, N.A. 
 
 (Address)  
 
  
 
Attention:  
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NOTICE OF REDEMPTION 
 
 

TO: REGISTERED OWNERS OF GENERAL OBLIGATION BONDS, SERIES C OF 2011, 
DATED AS OF APRIL 21, 2011 AND MATURING ON OR AFTER MAY 15, 2022.  

 
NOTICE is given by the CENTRAL BUCKS SCHOOL DISTRICT (the “School 

District”) that the School District, by appropriate resolution has exercised its option to call for  

redemption and does call for redemption a portion of its remaining outstanding General 

Obligation Bonds, Series of C of 2011, dated as of April 21 2011, (the “2011C Bonds”), 

maturing on and after May 15, 2022, as hereinafter set forth, issued under and secured by a 

Resolution, dated as of March 22, 2011, (the “Resolution”), in accordance with the right and 

privilege reserved to the School District in the 2011C Bonds and under the Resolution.  

The date fixed for this redemption of the 2011C Bonds, as determined by the Board of 

School Directors of the School District, is May 15, 2021, (the “Redemption Date”); and on the 

Redemption Date each of the 2011C Bonds so called for redemption will become and will be due 

and payable at a redemption price of 100% of principal amount, together with accrued interest to 

the date fixed for redemption, at the corporate trust office of the Paying Agent, Wells Fargo 

Bank, N.A., Philadelphia, Pennsylvania, and from and after the Redemption Date interest on 

such 2011C Bonds as are called for redemption hereby will cease to accrue, irrespective of 

whether such 2011C Bonds are presented and surrendered to the Paying Agent.  

The principal due of such 2011C Bonds as of the Redemption Date, will become and will 

be due and payable at the corporate trust office of the Paying Agent in Philadelphia, 

Pennsylvania, and will be paid by the Paying Agent upon presentation and surrender of such 

2011C Bonds, in registered form, as provided in the Resolution.  The 2011C Bonds so called for 

redemption are the following:  

Draft

Finance Committee April 22, 2015 Page 56 of 110



Maturity Date Interest Rate CUSIP Number* 
Amount to be 

Redeemed 

5/15/2027 5.000  3,260,000 

5/15/2028 5.100  3,580,000 

5/15/2029 5.200  3,830,000 

TOTAL   10,670,000 
 
*No representation is made as to the correctness of the CUSIP numbers either as printed on the Bonds or as 
contained in this notice of redemption.  Reliance may be placed only on the identification numbers prefixed 
“R-“ printed on the Bonds 
 

It is suggested that registered or certified mail be used for forwarding the 2011C Bonds 

so called for redemption, and that it is not necessary to endorse and guarantee such 2011C Bonds 

unless payment is to be made to someone other than the registered holder.  Holders of the above-

described securities should submit certified Taxpayer Identification Numbers on IRS Form W-9 

when presenting their securities for redemption.  Withholding of 28% of any payment of gross 

redemption proceeds made within the United States may be required by law unless the Paying 

Agent has the correct taxpayer identification number (social security or employer identification 

number) or exemption certificate of the payee. 

This Notice of Redemption is given in accordance with requirements of the 2011C Bonds 

to be redeemed and the Resolution.  
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By Order of the Board of School Directors of the School District.  

 

CENTRAL BUCKS SCHOOL DISTRICT  
 
 
 
Dated:  
 
 

Submit Bonds for Redemption to:  
 
WELLS FARGO BANK, N.A. 
 
 (Address)  
 
  
 
Attention:  
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LOGIC 

QUARTERLY REPORT 
(AS OF APRIL 6, 2015) 

 

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 Federal Reserve delayed the expected start of increases in short-term rates 

until later in 2015, possibly as late as December, as economic growth forecasts slowed.  

Net income for the banking industry was 1.1% less in 2014 than in 2013, the first drop in 

net income since 2009.   

 

 Monetary Policy and Interest Rates.  The Federal Reserve continued its slow 

move toward raising interest rates at its meeting on March 18.  The Federal Open Market 

Committee (FOMC) noted that economic growth has moderated somewhat since its 

January meeting and that labor market conditions have improved with strong job gains 

and lower unemployment rates.  At the same time, inflation has stayed below the 

Committee’s target of 2% over the medium term.  The Committee foresees inflation 

gradually rising to 2% “as the labor market improves further and the transitory effect of 

energy price declines and other factors dissipate.”   

 

 The Committee reaffirmed its view that the current 0 to ¼ percent target range for 

the fed funds rate was appropriate, a range that has been in effect since 2008.  The FOMC 

statement dropped language from prior statements that stated that the Committee would 

be “patient” in normalizing monetary policy, a phrase intended to convey that it would be 

at least six months before the fed funds target rate was raised, and stated that an increase 

in the rate was unlikely at the April FOMC meeting.  Many market observers pushed 

back their expectations for a rate increase from June to at least September and possibly 

December.  Chair Janet Yellen emphasized that this shift away from explicit guidance on 

rate policy was intended to allow policy makers to make decisions based on their latest 

assessment of the economic data.   

 

 The Fed reaffirmed its practice of reinvesting principal payments on its holdings 

in agency mortgage-backed securities and rolling over maturing Treasury securities at 

auction and anticipated that keeping its holdings of longer-term securities at sizable levels 

would help maintain accommodative financial conditions.  The Committee’s statement 

noted that it “currently anticipates that, even after employment and inflation are near 

mandate-consistent levels, economic conditions may, for some time, warrant keeping the 

target federal funds rate below levels the Committee views as normal in the longer run.”   
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 These indications of slower economic growth affected estimates of future interest 

rates.  The FOMC released rate forecasts from its members showing that the median 

estimate for the fed funds rate at the end of 2015 was 0.625% compared to 1.125% at the 

Committee’s December meeting.  Estimates for 2016 fell from 2.5% to 1.875%.   

 

 The chart below shows the bond market’s reaction to these developments over the 

last year.  Short-term rates rose starting in December with 6-month notes on January 2 at 

0.11% and then dropped noticeably to 0.07% at the end of January as economic growth 

forecasts weakened.  By the end of March 6-month notes were back up to 0.14%.  

Intermediate term rates declined over 2014, in spite of many predictions that rates would 

rise as the Fed cut back its economic stimulus program.  Five-year and ten-year rates 

were 1.61% and 2.12%, respectively, as of January 2 but were down to 1.18% and 1.68% 

by the end of January before recovering somewhat to 1.37% and 1.94% by the end of 

March.  Wall Street forecasters eased bearish expectations somewhat for 2015 in line 

with the Fed’s expected delay of when it begins to tighten its easy money policies.  

 
 

 Banking Industry Highlights.  FDIC-insured institutions reported net income of 

$36.9 billion in the fourth quarter of 2014, 7.3% lower than for the corresponding quarter 

in 2013 with 61.2% of institutions reporting year-over-year improvement in quarterly net 

income.  The decline in earnings was attributed to a $4.4 billion increase in litigation 

expenses at a few large banks as well as lower noninterest income from sales, 

securitization and servicing of residential mortgage loans.  The four largest banks 

reported year-over-year declines in quarterly net income totaling $4.1 billion.  The 

proportion of unprofitable banks fell to 9.4% from 12.7% in fourth quarter 2013.  Net 

operating revenue (net interest income plus total noninterest income) increased by 0.6% 
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in the fourth quarter compared with 4Q 2013.  The average net interest margin in the 

fourth quarter was 3.12%, compared with 3.27% in fourth quarter 2013 and 3.15% in 

third quarter 2014.  The decline in noninterest income was primarily the result of a 30.8% 

drop in revenue from the sale, securitization and servicing of residential mortgage loans.     

 

 Net income for all of 2014 totaled $152.7 billion, $1.7 billion (1.1%) less than the 

banking industry earned in 2013, the first decline in annual net income in five years.  

Reduced revenues from mortgage sales, securitization and servicing and increased 

litigation expenses were the main contributors to the drop in full-year earnings.  Although 

64% of all banks reported increased earnings in 2014, 7 out of the 10 largest banks 

reported lower earnings.   

 

 Banks charged off $9.9 billion in uncollectible loan balances in the fourth quarter, 

down 18% from a year ago and the 18
th

 consecutive quarter that charge-offs were below 

year-earlier levels.  The percentage of total loans and leases that were noncurrent fell 

from 2.11% to 1.96% during the quarter, the first time since the first quarter of 2008 that 

the noncurrent rate has been below 2%.  The FDIC reported that equity capital increased 

by 0.9% during the quarter and that total risk-based capital rose by $10.3 billion or 1.3%.  

At the end of the quarter, 98.6% of all insured institutions, representing 99.8% of total 

industry assets, met or exceeded the requirements for the highest regulatory capital 

category.  Total assets of insured institutions increased by 1.3%, with balances of U.S. 

Treasury securities rising by 17.3% and balances at Federal Reserve banks growing by 

4.4%.  This increase in Treasury holdings follows new rules adopted in September that 

require banks to hold a minimum amount of safe assets that can be converted to cash 

quickly.  The rule treats U.S. Treasury holdings favorably compared with other assets.  

Eighty percent of the increase in Treasury securities and 85% of the growth in Federal 

Reserve balances occurred at banks with assets greater than $250 billion, which are 

subject to the new Liquidity Coverage Ratio rule. 

 

 The FDIC quarterly report includes a section on the performance of community 

banks, the institutions that provide traditional relationship-based banking services in their 

local communities.  The fourth quarter showed that net income of community banks 

increased by 27.7% compared to the fourth quarter of 2013, thanks to lower loan loss 

provisions and higher net operating income.  In contrast, net income in the rest of the 

banking industry declined 7%.  Sixty-one percent of all community banks reported higher 

earnings compared with the year-ago quarter while 9.7% were unprofitable. Net income 

for all of 2014 totaled $18.6 billion, an increase of 9.1% from 2013.  The report covered 

6,037 community banks in the fourth quarter of 2014, down 70 from the third quarter.  

Four community banks failed during the quarter.  Community banks represented 92.7 

percent of all insured institutions, with $2.1 trillion in assets (13.3% of industry assets).  

  

 The number of problem banks fell for the 15
th

 consecutive quarter from 329 to 

291, the fewest problem institutions since the end of 2008.  Mergers absorbed 75 

institutions and four failed.  Only eighteen banks failed in 2014, the smallest number of 

bank failures in a year since 2007.   

 

 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 Investment Report as of February 28, 2015 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 turmoil in credit markets during and after 

the financial crisis.   

 

 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.     

 

 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.   
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Bank Insight Ratings.  The LOGIC program uses financial analysis provided by 

SNL Financial Bank Insight (successor to Thomson Reuters) as one tool for evaluating 

the strength of a financial institution.  Bank Insight provides ratings of financial 

institutions on a quarterly basis using publicly available financial data using a rating 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.   

 

The rating model used by Bank Insight until 2014 was originally developed based 

on a study of the performance of successful and failed institutions in 1988 and 1991 when 

there were high failure rates for banks.  A detailed statistical analysis indicated a need for 

updating the rating methodology and specific financial ratios used to determine the 

potential for failure.  This updated methodology incorporated the results for banking 

institutions during the financial crisis beginning in 2007 when many more banks failed.  

The updated model was used to generate the ratings for the fourth quarter of 2014 that are 

presented in this report. 

 

The methodology uses ratios that measure capital adequacy, asset quality, 

earnings and liquidity.  The precise measurements used in the revised model are as 

follows: 

 

Earnings:   Return on Average Equity 

Asset Quality:   Nonaccrual + 90PD (past due) +OREO (Other Real  

      Estate Owned)/Total Assets 

Capital Adequacy:  Tier 1 Common Capital Risk-Based Ratio 

Liquidity:   Cost of Funds 

 

The model applies positive coefficients to the capital and earnings measurements since 

high capital and earnings decrease the likelihood that a bank will fail.  High ratios for 

asset quality and liquidity increase the likelihood that a bank will fail so negative 

coefficients are applied to those ratios.  The resulting measurements are then compared to 

the mean score for all of the relevant institutions to determine a rating.  The ratings are 

assigned by calculating the mean and standard deviation of the raw score of all banks and 

then using the standard or z-score associated with each bank to distribute the results from 

0-99.  Banks with a mean raw score get a rating of 50.   

 

Bank Insight then 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.   

 

The updated Bank Insight methodology has affected many of the rankings for 

the banking institutions examined in this report.  The change in methodology for the 

fourth quarter may produce wide swings in ratings that reflect the change in 
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methodology but may not be indicative of fundamental changes in a bank’s financial 

results from prior reporting periods. 

  

 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 recent quarters.  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, 2014, 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%. 

 

 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.   
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Citibank N.A. 

Quarterly Results.  Citigroup Inc. is the parent company of Citibank, N.A.  

Citigroup Inc. reported net income of $350 million on revenues of $17.8 billion for the 

fourth quarter of 2014 compared to net income of $2.5 billion on revenues of $17.8 

billion for the corresponding quarter of 2013.  Legal and related expenses and 

repositioning charges totaled $3.5 billion in the current quarter, compared to $1.0 billion 

in the prior year period.  Citigroup full year 2014 net income was $7.3 billion on 

revenues of $76.9 billion, compared to net income of $13.7 billion on revenues of $76.4 

billion for the full year 2013. 

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

 

 

Citibank’s Bank Insight peer group rating for December 31 was “47”, placing the 

bank in the 63
rd

 percentile of its peer group of banks with total assets exceeding $10 

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

 Moody's S&P Fitch 

Citigroup    

    

Outlook Stable Negative Stable 

Long-Term  Baa2 A- A 

    

Citibank, N.A.    

    

Outlook Stable  Stable Stable 

Long-Term A2 A A 
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 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 63 64 64 63 59 58 57 47 

Peer Group Ranking 
(Percentile) 

66 66 66 63 72 68 62 63 

Regional Rating 66 68 67 67 67 66 64 44 

Regional Ranking 
(Percentile) 

67 73 68 70 76 70 64 42 
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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. 

 

 
 

Citizens Bank of Pennsylvania 

 

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

ultimate parent company of Citizens Bank of Pennsylvania, agreed on March 25 to sell 

135 million shares, or 25%, of its U.S. subsidiary, Citizens Financial Group (“CFG”), in a 

secondary offering set to close March 30.  RBS is expected to own 45.6% of CFG’s 

outstanding shares after the offering.  This follows an initial public offering on September 

24 that represented approximately 25% of RBSG’s interest and the first step in a planned 

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.   

  

 CFG reported fourth quarter net income of $197 million, or $0.36 per diluted 

common share, compared with $189 million, or $0.34 per diluted common share, for the 

third quarter 2014, and $152 million, or $0.27 per diluted common share, for the fourth 

quarter 2013.  Fourth quarter 2014 results were reduced by $0.03 per diluted common 

share related to net restructuring charges and special items, versus $0.02 in the third 

quarter 2014 as detailed in the Discussion of Results portion of this release. Fourth 

quarter adjusted diluted earnings per share of $0.39 compares with $0.36 in the third 
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quarter 2014, and $0.30 in the fourth quarter 2013.  2014 net income of $865 million, or 

$1.55 per diluted common share, increased from a loss of $3.4 billion, or ($6.12) per 

diluted common share in 2013, which included a $4.1 billion after-tax goodwill 

impairment charge.  2014 Adjusted net income of $790 million, or $1.42 per diluted 

share, increased 18% from the prior year. 2014 Adjusted total revenue of $4.7 billion was 

in line with 2013. 

 

 CFG failed the Federal Reserve’s stress test in March 2014 because of concerns 

about the bank’s practices for estimating revenue and losses under economic stress.  This 

year was the first time the Fed expanded the stress test to include six U.S units of foreign 

banks.  The bank stated that the test actually showed the bank’s strength since its capital 

levels were above the minimum required levels.  The failed stress test means that the U.S. 

subsidiary will not be able to increase dividends sent to the U.K. parent.  CFG sought to 

bolster its balance sheet since failing the stress test, adding capital to hold in reserve.   

 

 These developments 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 Bank Insight ratings discussed below plummeted in 2013, even 

though regulatory capital ratios and other measurements of financial health remained 

strong.  The bank’s financial results for the first half of 2014 led to a strong increase in 

the bank’s ratings. 

 

 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.  

 

 Credit Ratings.   Current ratings for RBSG, CFG and Citizens follow: 

 

 

 Moody's S&P Fitch 

RBSG    

    

Outlook Negative Stable Negative 

Long Term Baa2 BBB- A 

    

CFG    

    

Outlook  Negative Stable 

Long Term  BBB+ BBB+ 

    

Citizens Bank of 

Pennsylvania    

    

Outlook Negative Negative Stable 

Long Term A3 A- BBB+ 
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 Peer Group Ratings.  Citizens’ Bank Insight peer group rating for December 31 

was “51”, placing the bank in the 74
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: 

 

   

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

forth below: 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 48 7 16 21 42 43 44 51 

Peer Group Ranking 
(Percentile) 

22 3 3 3 23 24 25 74 

Regional Rating 50 12 22 27 51 52 52 43 

Regional Ranking 
(Percentile) 

45 3 5 7 51 54 52 45 
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 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. 
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 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 105.2% of public funds 

held for deposit as of February 28, 2014, the most recent report available to us. 

 

 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  

 Quarterly Results.  First Niagara Financial Group, the parent company of First 

Niagara Bank, reported net income available to common shareholders of $70.0 million or 

$0.20 per diluted share for the fourth quarter of 2014, compared to $70.1 million, or 

$0.20 per diluted share, for the quarter ended December 31, 2013.  Excluding certain 

non-recurring items incurred during the fourth quarter of 2014, operating net income 

available to common shareholders was $61.7 million, or $0.17 per diluted share. 

 

 The CEO of First Niagara cited strong annualized loan growth, 18% transactional 

deposit growth, and outstanding credit metrics and noted that the bank had completed a 

comprehensive reorganization.  

Credit Ratings.  Moody’s revised its outlook to negative following the third 

quarter results saying that the negative outlook “reflects control and oversight challenges 

arising from the company’s aggressive growth and lower profitability.” S&P also 

downgraded its ratings by one notch citing reduced flexibility as a result of operating 

losses.  "The rating action reflects our view that First Niagara Financial Group's past 

aggressive acquisition strategy has led to senior management changes in the past year 

accompanied by a shift in strategy, a weaker capital position, and somewhat constrained 

financial flexibility relative to peers," according to S&P.  Ratings for both FNFG and 

First Niagara Bank are as  

 

 

 

 

 

 

 Moody's S&P Fitch 

First Niagara 

Financial Group    

    

Outlook Negative Stable Negative  

Long Term Ba1 BBB- BBB- 

    

First Niagara Bank    

    

Outlook Negative Stable Negative 

Long Term Baa3 BBB BBB- 
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Peer Group Ratings.  First Niagara Bank’s Bank Insight peer group rating for 

December 31 was “37”, placing the bank in the 6
th

 percentile of its peer group of banks 

with assets of greater than $10 billion. The drop to 0 in peer group ratings for the prior 

quarter resulted from the large net loss reported for the third quarter discussed above.  

Bank Insight ratings and rankings for the last two years were: 

   

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

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 50 51 52 52 38 38 2 37 

Peer Group Ranking 
(Percentile) 

28 28 30 26 15 13 0 6 

Regional Rating 52 52 53 54 48 49 12 37 

Regional Ranking 
(Percentile) 

52 51 53 59 42 43 2 10 
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 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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 Collateral Review.  First Niagara Bank maintained collateral coverage of 

124.02% of public funds held for deposit as of September 30, 2014 (with non-

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

First Niagara collateral pool as of September 30 consisted of federal agency securities 

(28.49%), Pennsylvania municipal securities (16.69%) and municipal securities from 

outside of Pennsylvania (54.81%).   

JPMorgan Chase Bank N.A. 

Quarterly Earnings.  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 $4.9 billion, or $1.19 per share, for the fourth quarter of 2014 compared to net 

income of $5.3 billion, or $1.30 per share for the corresponding quarter in 2013.  

JPMorgan Chase Bank by itself reported net income of $3.325 billion for the fourth 

quarter of 2014 compared to net income of $4.848 billion for the third quarter of 2013. 

Credit Ratings.  Ratings for both JPMorgan Chase & Co. and JPMorgan Chase 

Bank are as follows: 

 

 

 Peer Group Ratings.  JPMorgan Chase’s Bank Insight peer group rating for 

December 31 was “44”, placing the bank in the 43
rd

 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: 

 

 Moody's S&P Fitch 

JPMorgan Chase 

& Co.    

    

Outlook Stable Negative Stable 

Long-Term A3 A A+ 

    

JPMorgan Chase 

Bank    

    

Outlook Stable  Stable Stable 

Long-Term 

 Debt Aa3 A+ A+ 
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 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 48 51 50 54 43 47 48 44 

Peer Group Ranking 
(Percentile) 

22 28 25 35 24 30 33 43 

Regional Rating 60 61 61 64 61 64 64 41 

Regional Ranking 
(Percentile) 

50 52 51 57 53 61 59 21 
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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. 
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 Collateral Review. We have no information about JPMorgan Chase Bank’s 

collateral policies. 

 

National Penn Bank  

 Quarterly Results.  National Penn Bancshares, the parent company of National 

Penn Bank, reported net income of $24.7 million, or $0.17 per share compared to 

adjusted net income of $25.3 million for the third quarter of 2014, or $0.18 per diluted 

common share inclusive of a restructuring charge related to the acquisition of TF 

Financial on October 24, 2014 and the merger of 3d Fed Bank into National Penn Bank.  

Nonperforming assets also continued to decline. 

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

Penn Bank, has a Baa2 (Outlook Stable) long-term rating from Moody’s. 

 Peer Group Ratings.  National Penn Bank’s Bank Insight peer group rating for 

December 31 was “43”, placing the bank in the 30
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: 

 

   

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

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 32 50 57 59 64 67 64 43 

Peer Group Ranking 
(Percentile) 

10 23 37 39 63 72 66 30 

Regional Rating 29 46 52 53 60 62 60 39 

Regional Ranking 
(Percentile) 

10 33 50 53 80 82 79 22 
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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. 
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 Collateral Review.  National Penn Bank maintained collateral coverage of 102% 

as of September 30, 2014 and as of June 30, 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 

Quarterly Results.  PNC Financial Services Group (PNCFSG), the parent 

company of PNC Bank, reported net income for the fourth quarter of 2014 of $1.1 billion, 

or $1.84 per diluted common share, compared to net income of $1.0 billion, or $1.87 per 

diluted common share for the third quarter of 2014 and $1.1 billion or $1.87 per diluted 

common share for the fourth quarter of 2013.  Net income was $4.2 billion for all of 2014 

or $7.03 per diluted common share compared to $4.2 billion or $7.36 per diluted common 

share for 2013. PNCFSG’s nonperforming assets to total assets were 1.45% at December 

31, 2014, compared to 1.56 % at September 30, 2014 and 1.69% at December 31, 2013.   

Credit Ratings.  Ratings for both PNCFSG and PNC Bank are as follows: 

 

 

 

 

 

 

Peer Group Ratings.  PNC Bank’s Bank Insight peer group rating for December 

31 was “38”, placing the bank in the 9
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: 

 

 

 Moody's S&P Fitch 

PNC Financial 

Services Group, 

Inc.    

    

Outlook Stable Stable Stable 

Long-Term A3 A- A+ 

    

PNC Bank, N.A.    

Outlook Stable Stable Stable 

Long-Term A2 A A+ 
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 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 51 54 55 56 45 48 49 38 

Peer Group Ranking 
(Percentile) 

29 37 40 39 29 34 36 9 

Regional Rating 69 71 72 71 68 69 70 40 

Regional Ranking 
(Percentile) 

66 71 72 71 69 70 72 11 
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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. 

 

 
 

 Collateral Review.  As of February 28, 2015 PNC maintained collateral coverage 

of 130.01% and 129.41% as of January 31, 2015.  The security for the collateral was 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.   

QNB Bank  

Quarterly Results.  QNB Corp. is the holding company for QNB Bank, 

headquartered in Quakertown.  QNB Corp. reported net income of $2,486,000 or $0.75 

per share on a diluted basis for the quarter ended December 31, 2014 compared to 

$1,962,000 or $0.60 per share for the corresponding quarter of 2013.  Nonperforming 

assets for the bank were 1.87% of total assets for the quarter ended December 31, 2014 

compared to 1.82% for the quarter ended June 30, 2014. 

Credit Ratings.  QNB Corp and QNB Bank do not have long-term credit ratings. 

Peer Group Ratings.  QNB Bank’s Bank Insight peer group rating for December 

31 was “38”, placing the bank in the 21
st
 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: 
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 Troubled Assets.  The bank’s “troubled asset ratio” for the last five quarters is set 

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 52 51 52 53 49 50 53 38 

Peer Group Ranking 
(Percentile) 

28 24 22 22 21 20 20 21 

Regional Rating 39 39 40 41 41 42 44 39 

Regional Ranking 
(Percentile) 

19 18 18 20 23 23 26 22 
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 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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 Collateral Review.  The Bank maintained collateral coverage in its Act 72 

collateral pool of 109% of public funds held for deposit as of September 30, 2014 and 

111.43% as of June 30, 2014.  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  

Quarterly Results.  Santander Holdings USA Inc. is the holding company for 

Santander Bank, N.A. which in turn is owned by Banco Santander SA in Spain.  

Santander Bank reported net income of $101.7 million for the quarter ended December 

31, 2014 compared to $115.8 million for the quarter ended September 30 and $71 million 

for the corresponding quarter of 2013.  Nonperforming assets declined to 1.24% of total 

loans compared to 1.36% for the quarter ended September 30, 2014. 

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

and Santander Bank are shown below.   

 

 

  

 Moody's S&P Fitch 

Banco Santander    

Long Term Baa1 BBB+ A- 

 Outlook Stable Stable Stable 

    

Santander Bank, N.A.    

Long Term Baa1 BBB  

 Outlook Stable Stable  
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 Peer Group Ratings.  Santander Bank’s Bank Insight peer group rating for 

December 31 was “44”, placing the bank in the 43
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: 

 

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

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 47 49 48 48 36 37 40 44 

Peer Group Ranking 
(Percentile) 

18 21 19 15 12 11 15 43 

Regional Rating 66 68 67 67 63 64 65 44 

Regional Ranking 
(Percentile) 

58 62 58 58 53 54 54 32 
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 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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 Collateral Review.  Santander Bank maintained collateral coverage of 111.57% as 

of December 31, 2014.  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 have not received a collateral listing since June 30, 2013.  

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

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

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

behind them.    

 
  

TD Bank  

Quarterly Results.  Toronto-Dominion Bank of Canada is the parent company of 

TD Bank US Holding Company which owns TD Bank, N.A.  TD Bank reported net 

income for the fourth quarter of 2014 of $233.0 million compared to net income of 

$253.1 million for the third quarter of 2014 and $241.6 million for the fourth quarter of 

2013.  Nonperforming assets to total assets were 0.67% at December 31, 2014, compared 

to 0.68 % at September 30, 2014 and 0.77% at December 31, 2013.   

Credit Ratings.   The ratings for Toronto-Dominion Bank and TD Bank, N.A. are 

as follows: 

Corporate Bonds 
- AA 
2% 

Corporate Bonds 
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Corporate Bonds 
- BBB 

3% 

Federal Agency 
CMO and MBS - 

AAA 
31% 

Private CMO and 
MBS - AA 

0% 

Asset-Backed 
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Peer Group Ratings.  TD Bank’s Bank Insight peer group rating for December 31 

was “47”, placing the bank in the 63
rd

 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: 

 

   

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

forth below: 

 

2013Q1 2013Q2 2013Q3 2013Q4 2014Q1 2014Q2 2014Q3 2014Q4 

Peer Group Rating 41 41 41 41 32 34 36 47 

Peer Group Ranking 
(Percentile) 

11 13 11 10 7 7 8 63 

Regional Rating 63 62 63 62 61 62 63 45 

Regional Ranking 
(Percentile) 

51 47 48 44 47 48 47 36 
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 Moody's S&P Fitch 

    

Toronto-Dominion Bank    

    

Long Term Rating Aa1 AA- AA- 

Outlook Negative Negative Stable 

    

TD Bank, N.A.    

Long Term Rating Aa3 AA- AA- 

Outlook Stable Negative Stable 
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 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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 Collateral Review.  TD Bank maintained collateral coverage of 103.79% as of 

December 31, 2014 and 105.63% of public funds held for deposit as of November 30, 

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, 2014 consisted of 

demand deposits (9.16%), repurchase agreements (15.57%), municipal obligations 

(2.22%) and U.S. Government Agency obligations (73.04%). 

 

 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, 2014. 
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PLGIT PLUS Composition of Securities in Portfolio  

December 31, 2014  

 

 
 

 

 

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, 2015 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.   

 

Bank Insight peer group ratings and rankings for the fourth quarter may vary 

significantly from those for earlier periods due to a change in methodology, as 

discussed above. 

 

 Citibank’s Bank Insight peer group ranking was steady at the 63
rd

 percentile.  

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

asset ratio is a point below the national median.   

 

 Citizens Bank’s Bank Insight rankings skyrocketed from the 25
th

 percentile to the 

74
th

 percentile, a dramatic change that appears to be in response to the recent public 
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offering of the bank’s shares and the change in rating methodology.  Citizens Bank 

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

below the national median.  Citizens’ Act 72 collateral pool provides very strong 

coverage for public funds deposits.   We have not received a collateral report from 

Citizens since February 2014.  
 

 First Niagara’s Bank Insight ranking gyrated over the last year from the 28
th

 

percentile a year ago to 0 and back up to 6
th

 percentile for the fourth quarter.  The 

abysmal rating of 0 resulted from the large net loss reported for the third quarter 2014 

which should not be repeated since it resulted from a one-time accounting charge.  

Nonetheless, First Niagara’s ability to show improved results must be monitored.  Its 

troubled asset ratio is almost three points above the national median.  The bank's Total 

Risk Based Capital Ratio has climbed slowly over the last year up to 11.39%, and is now 

over one percent above the 10.0% minimum; 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 rose from the 33
rd

 

percentile to the 43
rd

 percentile, although it should be noted that there are only 103 bank 

holding companies in this peer group of banks with assets exceeding $10 billion.  The 

bank’s troubled asset ratio is less than half a point 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 dropped from the 66
th

 percentile 

to the 30
th

 percentile.  Its troubled asset ratio is at the national median.  The bank’s capital 

ratios are about two percentage points above the required minimums.  National Penn 

provides collateral of reasonable quality and with satisfactory coverage ratios to provide 

additional security.   

 

 PNC’s ranking dropped from the 36
th

 percentile to the 9
th

 percentile with its 

troubled asset ratio at four 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 21
st
 percentile in 

December.  The bank’s troubled asset ratio is almost twelve points above the national 

median. QNB’s capital ratios provide a satisfactory margin above the required 

minimums.  The bank’s collateral coverage is satisfactory and the quality of the collateral 

as of June 2014 was very good.  

 

 Santander (Sovereign) Bank’s Bank Insight ranking rose from the 15
th

 percentile 

to the 43
rd

 percentile during the fourth quarter.  Its troubled asset ratio is less than one 

point 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 shot up from the 8
th

 percentile to the 

63
rd

 percentile.  Its capital ratios increased during the last quarter and it maintains 
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adequate capital margins above the required minimums.  Its troubled asset ratio is about 

two 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.   

 

 

April 6, 2015    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, 2015 
 

 
 

 

First Niagara 

2% 
National Penn 

6% 
PLGIT 

13% 

PSDLAF 

10% 

QNB 

17% 
Santander 

23% 

TD Bank 

26% 

FDIC Insured 

Deposits under 

$250,000 

3% 
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Rep. Phillips-Hill: Let's get to the 
root of the school funding problem 
(letter)
Rep. Kristin Phillips-Hill

UPDATED:   04/16/2015 10:22:48 AM EDT

Members of the General Assembly who represent legislative districts in southcentral Pennsylvania 
receive complaints about property taxes on a regular basis. We hear stories of senior citizens barely 
paying their mortgage, struggling to make ends meet and, in some cases, losing their homes — all 
because of rising property tax bills.

The calls and emails escalated this week when the group Americans for Prosperity distributed a 
letter asking recipients to contact me regarding Gov. Tom Wolf's plan to raise their taxes without 
solving Pennsylvania's pension crisis (constituents in the districts of 14 of my colleagues statewide 
also received the mailer). The letter angered its readers and confused them by calling into question 
my opinion of the Wolf budget proposal.

Anyone who has spoken with me, follows my Facebook page or receives my 
weekly email is aware of my opposition to the proposal. While serving on the 
Dallastown school board, I helped hold the line on tax increases, in spite of the 
pressures of the now $53 billion unfunded pension liability that has $4 billion in 
interest attached to it. Other districts that aren't as fortunate must further tap 
the taxpayer and raise property taxes. Now, even the wealthier school districts 
are reaching a breaking point.

The goal is adequate funding for our public schools, an investment we all can 
agree is wise and one that is constitutionally mandated. But when it comes to 
leveling the playing field and solving the school funding problem, the answers 
are not found only in property tax elimination and pension relief or even in 

throwing more money at it, as the governor has proposed.

Advertisement

You may be surprised to discover that when it comes to deciding how much state money a school 
district receives, one key element — how many students are and have been in that district — is not 
taken into account. The reason is a "hold harmless" provision that guarantees each school district 
receives no fewer state education dollars than it received the previous fiscal year, regardless of 
enrollment changes.

In essence, Pennsylvania employs outdated population statistics and uses them to determine how 
your hard-earned tax dollars are doled out. So even though the Philadelphia School District has 
had a 25 percent decline in enrollment since 2002, the district still receives as much or more 
education money year after year. In turn, growing areas like York County, Bucks County, the 
Poconos and Lehigh Valley receive far less state funding per capita and have no recourse but to 
make it up in cuts to programs and/or property tax increases, thanks to a disproportionate funding 
formula that is based on the 1990 Census.

I strongly oppose the unfunded mandates various levels of government place on one another — 
federal government on state, state government on school district, etc. An unfair funding formula is 
an unfunded mandate on the Pennsylvania taxpayers in the regions I mentioned. It asks them to 
account for the education funding that is diverted to other school districts and is rightfully theirs.

Last year, the Pennsylvania School Funding Commission was created. This bipartisan group of 
state officials was tasked with developing a new formula for distributing state education money. 
The commission has heard testimony from stakeholders statewide and must make 
recommendations by this coming June.

...
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1. DSW opens, new developments announced at West 
Manchester Town Center 
(http://www.ydr.com/business/ci_27930407/dsw-opens-
new-developments-announced-at-west-manchester?
source=most_viewed)

2. Ricki the Bear doing well in Colorado, has new friend 
named Josie (column) 
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ricki-bear-is-doing-well-colo?source=most_viewed)
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Send us a photo (/gallery)
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Have a correction? (/factcheck)

It is hard to imagine them not calling for changes to the outdated, unfair manner in which we fund 
our public schools. The current system creates winners and losers and must be brought into the 
21st century. A formula whose basis lies in an accurate accounting of student population would be 
equitable, adequate, comprehensive and consistent.

York County's school districts have been cheated out of education funding for far too long. 
Students and taxpayers have borne the brunt of this inequity. Regardless of how we choose to fund 
public education, any funding formula that fails to treat every Pennsylvania students fairly will 
continue to shortchange the taxpayer.

I eagerly anticipate the commission's findings and subsequent swift action to eliminate the hold 
harmless provision for the good of Pennsylvania taxpayers and school students. A fair funding 
formula, along with pension reform, property tax elimination, the reduction of unfunded mandates 
and reform of Pennsylvania's Prevailing Wage Law will all add up to quality education being 
delivered to our students in a fiscally responsible manner.

State Rep. Kristin Phillips-Hill represents the 93rd Legislative District.

This article is the:

32nd most-clicked of the hour (/popular#popularhour)
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