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6. Quotations for the $5,800 - $15,200 Cost Category 

 
 
INFORMATION: 
 
Quotations were solicited for: 
 

Professional Attire �– Child Care Centers 
 

The lowest responsible quotation was Bethlehem Sporting Goods, 826 Monocacy 
Street, Bethlehem, Pennsylvania 18018, at a cost not to exceed $9,098. 
 
The following vendors also were contacted: 
 
  L. L. Bean    $ 15,343.75 
  Lands�’ End       15,505.00 
  
Budget Information: 

Account Number:  61-3341-610-XXX-6101-00001 
   Keystone Stars Grant 
Available:    $15,216 
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7. Approval of the Amended General Obligation Note, Series 2009, to Refund 
the Note Securing the Shippensburg Borough Authority�’s Variable Rate 
Demand Bonds, Series 2007  

 
 

INFORMATION: 
 
Attached is an amendment to the Board resolution adopted on March 16, 2009, that 
authorized the Note, which will secure the two-year Wachovia Bank loan, and future 
bonds that will be issued in 2011. Also attached is a schedule illustrating the maximum 
debt service on the two- year loan, based on the maximum interest rate of 15 percent. 
That schedule and some clarifying language are the only changes made to the March 16, 
2009, resolution. 
 
 
RECOMMENDATION: 
 
That the Board of School Directors approves the attached Resolution amending the Board 
Resolution on March 16, 2009, that authorized and secures the $41,000,000 General 
Obligation Note, Series 2009, of this School District to add a new schedule and related 
language illustrating the maximum payments due on Note during the two-year period the 
initial Sewer Revenue Bond to be issued by the Bethlehem Area School District 
Authority to Wachovia Bank. 
 
 
 

Director Follweiler inquired about the difference between the two schedules and charts which 
both have a date that started on July 1 with the principal as $50,000 with a rate of 15 percent on 
one and the other being 25 percent.  
 
Mr. Majewski explained that the difference between the two schedules would be the maximum 
interest rate. They had the rates of 15 and 25 under column 3 which were the maximums that 
would be in the loan agreement.  
 
Director Follweiler thought she misunderstood because she did not have a lot of time to read 
through it. She asked if the change was made to have 15 percent be the maximum and if it was 
only on the one schedule. 
 
Mr. Majewski replied that it was not made to have 15 percent be the maximum, but the 
Wachovia attorney wanted to have a schedule which showed a 15 percent maximum. It did not 
mean they would be excluding the 25 percent maximum. It was just another schedule that would 
be added in the loan agreement. 
 
Director Follweiler inquired if there was any advantage for the district to make the change. She 
asked if it safeguarded them in any way and questioned their reasoning. 
 



 

Mr. Majewski responded that he did not get their reasoning other than it was a request and it 
appeared to be reasonable. He added that Mr. Damgaard did not object in any way. He said that 
it was typical with the agreements to have a 25 percent maximum rate so when they requested a 
15 percent maximum rate to be included; it was less than the usual maximum. It was highly 
unlikely that either of the maximums would ever be attained. However, it was something they 
felt more comfortable having included, which was very likely more typical for their type of loan 
agreement and they did not want to deviate from it.  
 
Dr. Lewis pointed out that the solicitor pointed to the language, which he thought defined it. 
 
Attorney Spry said the 25 percent involved if the bonds went back to the bank or the liquidity 
facility.  
 
Mr. Majewski added that he believed that it still established the maximum and it did not 
necessarily go right to the maximum rate of 25 percent. He stated that it could go up to it.  
 
Director Leeson asked about the 15 percent rate. She asked if it was the maximum outside of the 
bank bonds. If it went to bank bonds, the maximum it could go to was 25 percent. 
 
Dr. Lewis replied that she was correct. 
 
Director Leeson questioned if it was for the West Cornwall Issue. 
 
Mr. Majewski disagreed, stating that it would refund the Shippensburg issue. 
 
President Leeson questioned if it would remain as a variable rate with the letter of credit. 
 
Mr. Majewski explained that it was a variable rate issue replacing a variable rate issue and it did 
not include the letter of credit. They were providing the district with a bank loan that would 
allow them to refund the Shippensburg loan and it was a two-year bank loan. It was not a letter 
of credit. 
 
President Leeson inquired if West Cornwall was a fixed rate. 
 
Mr. Majewski replied that West Cornwall was the 2003 variable rate issue but it was replaced 
with a fixed rate issue. 
 
Director Tenaglia stated that he understood that the Wachovia bank loan was to replace the 
Shippensburg issue so how could there be a bank loan status once the bonds were replaced. 
 
Mr. Majewski responded that it could not be but it was a variable rate and was a bank loan. He 
agreed with Director Tenaglia in that he did not know how it would go into bank bond status. 
Wachovia Bank would hold it. 
 
Director Tenaglia commented that the liquidity provider and the bank loan status would go away. 
The Shippensburg issue would be terminated and transferred over and paid off to a two-year loan 
through Wachovia Bank. He said that he was confused and asked Attorney Spry how bank bonds 
entered into it. 
 
 
 



 

Dr. Lewis referred to Section 4, Page 3 and read, �“The maximum interest rate payable on the 
2009 Note shall not exceed 15 percent, except in the event that the BASD Authority bonds bear 
interest at the bank bond rate (as defined in the Loan Agreement) in which event...�”[they would 
obviously like the ceiling to be higher so then it would not exceed 25 percent].  
 
Director Tenaglia asked how it could happen. 
 
Dr. Lewis replied that he thought it was remote. 
 
Director Tenaglia said that he did not understand how, even remotely. 
 
Dr. Lewis responded that he was asking the same question that administration asked and it was 
pointed out by Mr. Damgaard that he did not see it as an issue. 
 
Director Tenaglia commented that it was his understanding that the whole concept of bank bond 
status and liquidity provider was that it went away when they had a two-year loan agreement 
with Wachovia. He understood the authority being an integral part of it, but he did not think they 
were going back into the possibility of a bank bond mode because they could not be remarketed. 
 
Director Cann said that she did not know if it mattered but it did not say �“bank bond status,�” it 
just said �“bank bond rate.�” 
 
Director Tenaglia stated that there was no bank bond. 
 
Director Cann agreed and she understood that it did not make sense at this point because that was 
why they were refinancing in order to avoid that possibility all together. She emphasized that 
they said �“bank bond rate,�” so she asked if it was possible that even though they were not 
actually going to be bank bonds, they could be at that rate for some reason.  
 
President Leeson thought the question became, �“Why would they get to that rate?�” She thought it 
was confusing for a number of them at this point. 
 
Director McKeon asked if it was physically possible to contact Jens Damgaard. 
 
Dr. Lewis responded that they did not have Jens Damgaard but Mr. Shearer was also involved in 
the conference call. 
 
President Leeson recommended suspending the issue and to move on to the committee meetings 
and then return after receiving an answer.  She reviewed if the question was, �“Why would they 
be getting to a bank bond rate?�” 
 
Director Tenaglia said that his understanding of the whole transaction was that Wachovia Bank 
was giving them a two-year loan. The whole concept of bank bond status because of the inability 
of the remarketing agent to place the bonds and liquidity provider were no longer applicable 
because they had a loan with a bank and they did not have the whole weekly remarketing. 
 
President Leeson addressed Mr. Shearer via telephone and inquired about the 25 percent if it 
went to the bank bond rate. She said that they understood that it was a bank loan so it would not 
necessarily go to bank bond status. She added that they did not understand how it would get to a 
bank bond rate. 



 

Mr. Shearer said it was like a different kind of bank bond than what they had discussed over the 
past several months related to the other bonds. He thought the 25 percent was what they called 
the bank rate which was the maximum rate that they needed to put in there by law.  He thought 
that Wachovia�’s lawyers wanted was to basically show a two-year schedule specifically for the 
bank loan as opposed to they way the district�’s bond counsel drafted the original resolution, 
which was a combination of both a two-year bank loan as well as the long-term for a purchase 
commitment. He said it was more of a break out specific to the bank loan piece. 
 
President Leeson notified Mr. Shearer that they were being asked to vote on a new schedule and 
they were adding a 15 percent maximum and then a 25 percent maximum if it went to bank bond 
rate which was what they were confused about. She asked why there were two schedules and 
what would force it into a bank bond rate. 
 
Mr. Shearer asked if the two schedules they were viewing were for two years or was one for the 
long-term transaction. 
 
President Leeson replied that the 15 percent went from 7/01/09 to 7/01/11, which was a two-year 
and the 25 percent went from 7/09/09 to 1/01/32. 
 
Mr. Shearer explained that the only change was the two-year schedule. He said he might have 
misspoke on one of his last comments. He stated that the maximum rate on the two-year bank 
loan was 15 percent. The way they had the �“for purchase�” contract, which was the long-term 
transaction to basically take out the two-year bank loan, was set up to give the district the most 
flexibility and was set up in a multi-modal term, which meant that it could either be a fixed-rate 
bond issue when they got to that point or a variable rate bond issue.  He further explained that 
whenever one had a component that could be a variable rate bond issue, you had to have the 
maximum rate and if it would be a variable rate transaction that they would issue in 2011 to take 
it out, that was where the bank bond rate came into play like they discussed over the past several 
months related to the other issues. It was standard variable rate demand bond language and the 
way they were structured. Mr. Shearer said that today they did not know how the transaction 
would be set up in 2011 but it would be based on market conditions. If it would make sense to do 
a fixed rate bond issue at that time and terminate the related swaps then they would, but if it 
made more sense to do a variable rate transaction to keep the swaps, then that would be their 
recommendation to the school board. Whenever they had a variable rate mode in a long-term 
bond issue, one had to add the bank bond language. In summary, the two-year bank loan with 
Wachovia had a maximum rate of 15 percent and then when they got to the long-term transaction 
that went out to 2031 or so, it had the maximum rate in the bank bond mode of 25 percent. 
 
Director Cann commented that she understood what Mr. Shearer said but she wanted to be sure 
that the document stated what he said. 
 
Director Follweiler addressed the two schedules with the same exact dates with two different 
rates and the significance of those as compared to the other schedules. 
 
President Leeson addressed Mr. Shearer explaining that the multiple schedules did not coincide. 
Dr. Lewis reviewed with Mr. Shearer that there were four schedules sent to the district by bond 
counsel, which were reviewed by him. He noted that the first one was the general obligation note 
to be settled on 5/01/09 with the term being 7/01/09 until 1/20/32, which was marked at 15 
percent.  
 



 

Mr. Shearer said that it should be identical to what the board saw on March 16. It was a long-
term schedule where the par amount was $41,000,000, he would assume, and had a rate of 15 
percent. 
 
President Leeson brought attention to an identical one with 25 percent, which stated G.O. note 
settled 5/01/09 goes from 7/01/09 until 1/01/32. 
 
Dr. Lewis added that the difference was that the rate went to 25 percent. 
 
Mr. Shearer agreed and commented that he thought that was what Wachovia�’s lawyer wanted. 
The two schedules were part of the package on March 16 and the way Jens Damgaard drafted the 
documents for March 16 was by combining both the two-year bank loan and the long-term �“for 
purchase�” commitment, and he combined them both into what was called this note. To satisfy the 
Department of Community and Economic Development requirements, they showed two 
maximum schedules, with one at 15 percent and one at 25 percent. The bank loan option for the 
first two years had the 15 percent cap and after that the maximum rate was 25 percent. To satisfy 
the criteria at DCED, it was the way Jens chose to show the notes. The difference of the two 
schedules was a two-year bank loan at 15 percent and the other was the long-term �“for purchase�” 
commitment at 25 percent. 
 
Director Cann expressed that it just stated that the interest rate would be 15 percent except when 
it was 25 percent without an explanation as to what determined the difference. 
 
President Leeson addressed Mr. Shearer noting that the rate was variable with an awareness that 
it was up to 15 percent and up to 25 percent and reviewed that Director Cann felt the statement 
was unclear as to why it changed. 
 
Dr. Lewis read the following statement from the proposed changed Resolution - Section 4, Page 
3, for Mr. Shearer to review:  �“The maximum interest rate payable on the 2009 Note shall not 
exceed 15 percent, except in the event that the BASDA bonds bear interest at the bank bond rate 
as defined in the loan agreement in which event the interest rate payable on the 2009 Note shall 
not exceed 25 percent.�” 
 
Mr. Shearer explained that whenever they had a variable rate bond transaction there were two 
maximum rates with the maximum rate in the normal rate mode and there was the maximum rate 
in the bank bond mode. In the long-term commitment, the maximum rate in the regular bond 
mode was 15 percent and in the bank bond mode it was 25 percent. He could not remember how 
the existing variable rate bonds were structured but it was pretty much the norm. Assuming that 
everything stayed in the regular mode, meaning not the bank bond mode, then the cap rate was 
15 percent but if the remarketing agent could not market the bonds and goes to the liquidity 
facility or letter of credit and went into bank bond mode, then the rate was 25 percent. 
 
Dr. Lewis interjected, �“Shall not exceed 25 percent.�” 
 
Mr. Shearer self corrected, �“Yes, shall not exceed 25 percent.�” 
 
President Leeson asked if there was a reason that it had to be passed tonight because they just 
received it when they were seated. 
 
 
 



 

Mr. Shearer explained that it was not mandatory but it would keep the Shippensburg transaction 
in process. They wanted to settle both the West Cornwall correction on May 1 and they also 
wanted to settle the Shippensburg on May 1. He thought it came up somewhat late Friday 
afternoon but he was out of part of the initial conversations between Wachovia�’s lawyer and Mr. 
Damgaard. They just wanted clarification for the record. They wanted to see that in order to 
settle the transaction on May 1. He thought that Mr. Damgaard wanted them to meet between 
now and May 1 to keep things on track in order to settle. 
 
President Leeson pointed out that they had another regular board meeting on April 27 and she 
believed that Mr. Shearer was scheduled to attend, which might give the board an opportunity to 
read the papers and have a better understanding. 
 
Mr. Shearer agreed that it would be fair. He reviewed that he and Mr. Damgaard discussed it late 
Friday and at the end of the day if the Shippensburg would be somewhat postponed, it would not 
be a problem, but they definitely did not want the West Cornwall to be postponed in any way.  
He noted that he would be happy to address questions on April 27. 
 
President Leeson informed Mr. Shearer that they would recess the meeting but if he felt there 
was a reason that they must vote, she requested that he contact them and they would go back into 
session to address the issue. 
 
Director Dexter inquired if they needed to speak with Mr. Damgaard because Mr. Shearer could 
make contact. 
 
Dr. Lewis reviewed Director Dexter�’s request with Mr. Shearer and noted that Mr. Damgaard 
made the request to have the amended note on the agenda, in order to ensure that there were no 
other timeline issues.  
 
Mr. Shearer agreed. 
 
President Leeson announced a recess of the meeting at 7:15 p.m. until further discussion took 
place with Mr. Shearer. 
 
The meeting reconvened at 8:55 p.m. with successful contact made with Jens Damgaard. 
 
Mr. Damgaard stated that the amendment focused on adding one new schedule to what was 
already on the resolution approved on March 16. The schedule was the last one, which showed 
the payments on the initial loan from Wachovia Bank over a two-year period. It was a variable 
rate loan and by law they had to specify the maximum interest rate, which was 15 percent. He 
explained that the other three were already on the March 16 resolution. They were dealing with 
the loan, which would refinance the Shippensburg Authority Bond Issue. It was a bond issue that 
actually extended to 2031 and it was also the bond issue that had two swaps on it. He recalled 
that the baseline assumption was that they did not want to terminate the swap that was in the 
name of the Shippensburg Authority and instead they would simply transfer it to the local 
authority they reconstituted. By law, in order to do that, to preserve the swap and not have to 
terminate it, they had to have an obligation in place extending to 2031. They presently had a two-
year commitment but in 2011 they were contemplating that the authority would issue another 
series of bonds to hopefully take it from 2011 to 2031. 
 
 



 

In order to not have to terminate the swap at that time, they would have to issue a bond issue that 
would also be a variable rate and would approximately match the structure currently existing on 
the Shippensburg bonds, namely a variable rate bond issue where the payments would largely 
match what they received from J.P. Morgan on the swap. The resolution approved by the board 
on March 16 authorized a note issued by the district to the local authority that would in effect say 
that the school district agreed to pay any payments due on the other underlying bonds of the 
authority. The only commitment they had at the moment was for the first two years, but the 
authority also approved the Wachovia two-year loan the same night and also agreed to a bond 
purchase agreement with Wachovia Securities that would set up the bond issue that would be 
issued in 2011. Mr. Damgaard expressed that they had to create a scenario that would run 
continuously from now until 2031. Even though they only had the first few years locked up, they 
had every ability and intention to retire it in 2011. They would have to look at the final terms 
with an assumption that the market would return to at least close to normal so that they could get 
the liquidity provider. They needed a bank that would stand by to buy the variable rate bonds if 
they could not be remarketed. He recalled that they went through all of it with the current bond 
issue where the bank had to buy the bonds. He explained that when they saw the term, �“bank 
bonds,�” the phrase referred to the liquidity provider, presently Dexia, but presumably they would 
get a good one in 2011, bought the bonds because they were unable to be remarketed. Mr. 
Damgaard addressed the multiple schedules, noting that the first schedule showed the bond 
payments. They were required to show worst-case scenarios so they had to show a schedule with 
a maximum interest rate which was just a fiction that they had to comply with to satisfy the 
Local Government Unit Debt Act. The first schedule showed the principle payments running 
from 2009 to 2031 at the maximum interest rate, while a bondholder held them, whether it was 
Wachovia Bank or the future bondholders after 2011, which was 15 percent. The second 
schedule showed what would happen if the bonds were held by the liquidity provider bank 
instead of the bondholder. Although they did not know what exactly would happen in 2011, they 
knew by experience that the banks typically insisted on a higher interest rate and what had 
become customary was the 25 percent. He explained that the next schedule showed what the 
bond issue would like on day one if taken on by a liquidity provider bank and became so-called 
bank bonds held at the 25 percent throughout the entire term until 2031. He commented that it 
was sort of a ridiculous scenario but was necessary to show, nevertheless. The third schedule was 
based on earlier types of arrangements where they became bank bonds and were held by the 
liquidity provider. They did not want to hold it for the entire term of the bond issue and would 
insist that it be accelerated so they created a schedule which was completely artificial and based 
on what things could be as a possible worst-case scenario based on negotiations with a bank in 
2011. It would be a theoretical worst-case scenario. He recalled how the current bank held bonds 
had a countdown with six months before they started to accelerate, which was how it would look. 
He believed it showed three years, which was based off what the current liquidity facility worked 
which was the reason for the third schedule. He reiterated that it was totally hypothetical. The 
fourth one was what it would look like if they were unable to find buyers to purchase bonds in 
2011 which would be the scenario where the Wachovia Bank loan would be due and they would 
have to pay it off on May 1, 2011 with the assumption that they had a closing on May 1, 2009.  
Mr. Damgaard explained that it was the only new one with the others already being in the other 
resolution. They were in there to simply satisfy the provisions of the law. It was not anticipated 
that any of it would come to pass but nevertheless, they had to have it in there to comply with the 
law. He added that the lawyer for Wachovia Bank stated that he saw the schedules and 
understood what the law said, but he felt more comfortable if they included a schedule that 
showed what would happen if the bank loan had to come due in 2011 and they would have 
something else to pay it off. He said that he agreed with their lawyer rather than argue it. It just 
constituted an amendment to the first resolution they did and he discussed it with the lawyer at 
the state and she agreed to preserve the filing schedule. 



 

Mr. Damgaard stated that he was given the go ahead to advertise it, get it adopted and filed, in 
order to still have the ability to get approval within the original timetable. He explained that it 
was why he hoped to get it approved to preserve the schedule. If that was not possible, they 
would bump the closing by a month because they could only call the bonds on an interest 
payment date, which was the first day of the month. He pointed out that the assumption was to 
close as soon as possible because the interest rate was high and they were hoping to get a lower 
rate with the refinancing.  
 
President Leeson commented that they had a regular board meeting on April 27, which was 
before May 1. 
 
Mr. Damgaard responded that the reason they could not do it on that date was because he had to 
advertise it a second time after adoption, get the proofs of publication, both before and after 
adoption, file it with the state, and they had to hold it for five days. He suggested that if they 
were not comfortable and wanted further discussion in person, they could pass it and then adopt 
it. If they were not comfortable they could basically repeal it. 
 
Director Follweiler said that she was somewhat uncomfortable with the scenarios being stated as 
very unlikely. She knew that several years ago when the swaps were done, things were also 
unlikely, so she was a little hesitant on making sure that while it was perhaps unlikely, it was 
possible.  
 
Mr. Damgaard replied that the only knowledge they had was what would happen in the next two 
years. They would have to see what the world was like in 2011. At the present time they had a 
two-year commitment for a loan based on the LIBOR index which was presently about .5 
percent. He pointed out that it could rise but it was never been anything like 15 percent. It was 
based on the index plus 1.31 percent. He questioned the likelihood of LIBOR rising to 13 percent 
to get to 15 percent. He pointed out that everything was possible but the 15 percent was what 
other banks wanted as a maximum interest rate which was in the present commitment from 
Wachovia. He added that they had no choice because it was what the bank wanted so it was take 
it or leave it at the moment. If they found the market was corrected earlier, they would talk about 
it then. If they did not like the scenario and it was not the way they wanted it to go, then they 
could talk about terminating the swap and going with fixed-rate bonds. The option would be 
open then but again they would be facing the prospect based on market conditions of paying the 
termination price. 
 
President Leeson called for a roll call on the item. The question was called with 
roll call as follows:  Yea, Directors Tenaglia, Cann, Dexter, Follweiler, Koch, 
McKeon, and Leeson �– 7. 
 
The motion passed 7 �– 0. 

ROLL CALL �– 
ITEM 7 
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President Leeson inquired if there was any new or miscellaneous business to 
address. 
 
Director Tenaglia stated that they received notification today regarding the 
West Cornwall issue and without going into detail he asked whether it should 
be discussed in open session as opposed to executive session.  
 
Attorney Spry replied that it could be discussed openly but he did not 
recommend it. 
 
Dr. Lewis commented that they had it on their list. 
 
Director McKeon asked Mr. Majewski if the governor’s tax rebate had an 
impact on his budget calculations. He noted that he saw the general average of 
$200. 
 
Mr. Majewski replied that it would not impact the budget but it would 
potentially impact the size of the property tax reduction money to lower tax 
bills for approved homesteads and farmsteads. If the money remained the same 
and they had additional participants approved for homesteads and farmsteads, 
it might be a lower amount than last year. He noted that on May 1 the counties 
would certify the number of homesteads and farmsteads and they would later 
receive certification as to the amount of money. Based upon everything he 
saw, it would be very similar to last year. 
 
Director McKeon reviewed that it was a pool of money into the school district 
divided by the number of certified homestead and farmsteads. He noted that it 
would change as the participants changed. 
 
Mr. Majewski said that as far as the budget was concerned they would shift 
real estate taxes to a state subsidy budget but the net result was zero. 
 
No one wished to address the Board of School Directors.  
 
 
 
President Leeson requested a motion for adjournment. Directors Tenaglia and 
Dexter moved to adjourn the meeting, which carried by voice vote. The 
meeting was adjourned at 9:16 p.m. 
 
Attest, 
 
 
 
Stanley J. Majewski, Jr. 
Board Secretary 
 
 
 
:dw 

NEW AND 
MISCELLANEOUS 
BUSINESS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
COURTESY  
OF THE FLOOR 
TO VISITORS 
 
ADJOURNMENT 




