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Custodian and Investment Advisor AgreementPRIVATE 

This Agreement is made this _____ day of _____, 2002, by and between _______________________SCHOOL DISTRICT, address__________, (the “Owner”) and investment company___________________, with its principal office located at __________________ (the “Bank”).
NOW, THEREFORE, the parties, intending to be legally bound, agree as follows:

1.
Custody of Property.

a.
Bank agrees to hold all securities and other property delivered to it by Owner from time to time pursuant to this Agreement and any proceeds of such securities or other property (the “Property”) as agent for the account of the Owner.  Bank may use the services of agents or sub‑custodians for the physical custody of the Property and securities may be held in book entry form.


b.
All registered securities may be carried in the Bank’s name or in Bank’s nominee name.


c.
Bank shall keep accounts and records of all transactions, positions and balances related to the Property.  Bank shall clearly reflect in its books and records that Owner is the owner of the Property.


d.
With respect to any sub-custodian or securities intermediary holding securities for Bank, Bank shall in writing notify any such custodian or securities intermediary of the securities held by such custodian or securities intermediary that are not proprietary to Bank.  Bank shall not grant a security interest, lien or other encumbrance on any of the Property. 

2.
Collection of Principal and Income.  Bank shall hold the Property, together with any proceeds thereof, additions thereto and reinvestments thereof, shall collect the income therefrom and, after paying all expenses incurred pursuant to the provisions of this Agreement and the compensation of Bank as hereinafter provided, shall pay funds to the Owner at such times as the Owner directs in writing.

3.
Investments.  Bank shall review and comply with any Investment Policy provided by the Owner from time to time.  From time to time, Bank shall review the Property and make investments for the Owner consistent with the investment objectives, approved investments, and maturity and liquidity needs set forth in written instructions from Owner to Bank.  Investments with maturities of more than ninety (90) days from the time the investment is made will require specific advance approval by Owner.  Notwithstanding anything to the contrary, Bank may not make any investments for Owner that are not permitted investments for Owner as set forth in Section 440.1 of the Pennsylvania School Code, as amended (a list of the permitted investments, as set forth in Section 440.1 as in effect on the date of this Agreement, is attached hereto as Appendix A).

4.
Statements and Records.  Bank shall submit a full statement of account to the Owner on a monthly basis, and at such other times as requested by Owner.  Bank shall also provide to owner a written reconciliation of Bank’s records and its sub-custodian records on a monthly basis.  Owner, or its designated representative, shall have at all reasonable times, for the purpose of audit or otherwise, access to the books and records of Bank relating to the accounts created by or pursuant to this Agreement, to the Property held by Bank hereunder and to Bank’s records relating to Bank’s or Bank’s agents or sub-custodians’ accounts with Depository Trust Company and the Federal Reserve/Treasury book entry system or other accounts relating to the Property.  Bank represents that its internal auditors audit Bank’s custodial accounts as a part of a regular audit process.

5.
Other Powers and Duties.

a.
Bank or its nominee or designee is authorized to sign all declarations, endorsements, affidavits, certificates of ownership, or other documents required in order to implement this Agreement. 


b.
Bank shall be entitled to rely upon any written instructions given to it by the Owner in performing its duties hereunder, and Bank shall have no liability to the Owner for any action taken in good faith in reliance upon such instructions.  As to a third party, this Agreement shall be full authority to rely upon the act of Bank with respect to all matters requiring the direction or consent of the Owner, without any duty upon such third party to inquire concerning the existence of such direction or consent.

6.
Return of Property and Termination.

a.
Any portion of the Property may be withdrawn by the Owner at any time by written request to Bank.


b.
This Agreement may be terminated by either of the parties, for any reason, upon thirty (30) days’ prior written notice.  Owner may terminate this Agreement immediately if it believes that Bank has engaged in wrongful, fraudulent or negligent conduct or if this Agreement violates or is inconsistent with any statutory or other legal requirements applicable to Owner.  This Agreement shall automatically terminate upon (i) an attempted assignment of this Agreement by Bank unless Owner has consented to such assignment in writing, or (ii) the insolvency of Bank.


c.
Unless Owner has terminated this Agreement due to its belief that Bank has engaged in wrongful, fraudulent or negligent conduct, Bank may require an acceptable receipt and release concurrently with delivery of the Property.  Upon termination, and subject to Bank’s receipt of a receipt and release, if applicable, or a receipt, Bank shall immediately return all Property to Owner.


d.
Paragraphs 5 (Other Powers and Duties) and 10 (Standard of Care) shall survive any termination of this Agreement.

7.
Brokers and Transactions.   Bank shall complete all securities transactions using a delivery vs. payment transaction so that Owner’s funds are not delivered until Bank has received the purchased securities. Bank may allocate orders for execution of portfolio transactions to such brokers at such competitive prices and commission rates as, in Bank’s good faith judgment, will be in the best interest of Owner.  Except as disclosed in writing to Owner, Bank shall receive no soft dollar benefit or other financial compensation (other than from Owner) for any transaction involving Owner.  Bank shall promptly deliver to Owner confirmations after execution of transactions.  Bank shall not act as broker in any transaction unless it has fully disclosed the details of such capacity to Owner and it has received the prior written consent of Owner.  Bank may utilize in-house cross buy and sell transactions that are fair to Owner, are at prices no less favorable than non-in-house transactions, and are documented by Bank.

8.
Collateral for Public Deposits.   All certificates of deposit or other deposits for the account, whether the deposits are made with Bank or another financial institution, will either be insured or collateralized per Pennsylvania law to the extent of amounts over FDIC insurance.  Bank will provide the Owner with evidence of collateral.  In the case of pooled collateral, if deposits are with Bank, Bank will provide a form of commitment satisfactory to the Owner concerning the pledge of pooled collateral.  If the deposits are with another financial institution, Bank will obtain from the other financial institution a form of commitment satisfactory to the Owner concerning the pledge of pooled collateral.

9.
Fees.   Bank will receive compensation for its services in accordance with the compensation schedule of Bank currently in effect when the services are performed, which compensation shall be paid by charges against income.  Bank shall deliver to Owner a written compensation schedule prior to signing this Agreement and shall deliver to Owner a written compensation schedule at least thirty (30) days prior to the effective date of any new compensation schedule.  For purposes of determining Bank’s fees, Owner’s assets shall be valued in accordance with customary industry standards.  If any portion of the property is withdrawn or this Agreement is terminated, Bank’s compensation shall be pro‑rated to the date of withdrawal or termination.

10.
Standard of Care. Bank shall exercise the same degree of care with respect to the Property as it would with respect to securities and property it holds for its own account and for fiduciary accounts.  Bank shall indemnify Owner for any loss of Property, including without limitation, loss occasioned by the mistake, negligence or dishonesty of officers or employees of Bank, its agents or sub-custodian, or burglary, robbery, holdup, theft, or other disappearance.  If there is a loss of Property for which Bank is obligated to indemnify Owner, the Property (or the value of the Property) shall be promptly replaced and the value of any loss of rights or privileges resulting from such loss of Property shall be promptly replaced by Bank.

11.
Notices. Unless otherwise specified herein, all notices and instructions with respect to security transactions or any other matters contemplated by this Agreement shall be deemed duly given when received in writing by either party at the address set forth above or at such other addresses as such parties shall notify the other in writing.

12.
Representations by Bank. Bank represents that Bank personnel responsible for carrying out this Agreement are individuals experienced in the performance of the various functions contemplated by the Agreement, and to the best of Bank’s knowledge, have not, within the last two years, been convicted of any crime or pleaded nolo contendere or agreed to any consent decree with respect to any matter involving breach of trust or fiduciary duty or securities law violations.

13.
Record Retention.  Bank is required to maintain all records and documents relating to the purchase, sale or exchange of the Property in the account, or any payment made or received thereto for twenty-four (24) months after the termination of the Agreement.

14.
Confidential Relationship.  All information furnished by Owner to Bank hereunder, including Bank’s respective agents and employees, shall be treated as confidential by Bank, and shall not be disclosed by Bank to third parties except as required by law.

15.
Construction and Severability.  The provisions of this Agreement are severable.  If any part of this Agreement is held to be invalid or unenforceable, such holding will not affect the validity or enforceability of any other part of this Agreement so long as the remainder of the Agreement is reasonably capable of completion.

16.
Applicable Law.  This Agreement shall be governed by and construed and enforced in accordance with the laws of the Commonwealth of Pennsylvania.

17.
Waiver.  No waiver of a breach of any provision of this Agreement by either party shall constitute a waiver of any other breach of said provision or any other provision of this Agreement.  Failure of either party to enforce at any time, or from time to time, any provision of this Agreement shall not be construed as a waiver thereof.  The remedies herein reserved shall be cumulative and additional to any other remedies in law or equity.  No waiver shall be enforceable unless set forth in writing and signed by the party granting the waiver.

18.
Prior Agreements.  This Agreement supersedes all prior understandings and agreements between the parties relating to the subject matter of this Agreement.

19.
Changes and Amendments.  No provision of this Agreement may be changed, altered, amended, or waived except by written instrument executed by the parties.

20.
Changes to Advisor Key Personnel and Successor to Advisor.  Bank shall promptly notify Owner, in writing, of any changes in the positions of portfolio manager, securities trader, account administrator, or any position equivalent to the foregoing.

________________________


__________________________

BANK:





SCHOOL DISTRICT:

By:  ____________________________

By:  ____________________________

Its:  ____________________________

Its:   ____________________________

Investment Objectives, Approved Investments and Liquidity Needs

Investment Objective

Specific Investments Approved by Owner
Liquidity Needs

Investments Authorized for School Districts

Under School Code § 440.1

1.
Deposits in financial institution accounts insured by FDIC or another instrumentality of the U.S. government (amounts above insurance limit must be collateralized).

2.
Short-term obligations of U.S. government agencies (even if not backed by the full faith and credit of the U.S. government).  For this purpose, “short term” means an investment obligation with a maturity of 397 days or less from the time the investment is made.  

3.
Short-term, long-term, and mid-range U. S. government obligations, and obligations of U. S. government agencies backed by the full faith and credit of the U.S. government.  

4.
Short term, long term, and mid-range Commonwealth of Pennsylvania obligations, and obligations of Commonwealth agencies backed by the full faith and credit of the Commonwealth.

5. Short term, long term, and mid-range obligations of political subdivisions of the Commonwealth of Pennsylvania, and obligations of agencies backed by the full faith and credit of a political subdivision.

6.
Shares of an investment company registered under the Investment Company Act of 1940 (54 Stat. 789, 15 U.S.C. §  80a-1 et seq.), whose shares are registered under the Securities Act of 1933 (48 Stat. 74, 15 U.S.C. § 77a et seq.); provided the following are met:

· The only investments of the investment company are in the authorized investments for school district funds listed above, and repurchase agreements fully collateralized by such investments.

· The investment company is managed so as to maintain its shares at a constant net asset value in accordance with 17 CFR § 270 2a-7 (relating to money market funds).

· The investment company is rated in the highest category by a nationally recognized rating agency.

APPENDIX A(1)

KKAG Summary

Permitted U.S. Government Agency or Instrumentality Obligations

1.
Permitted short-term obligations – not backed by the full faith and credit of the U.S. Government:

· Federal National Mortgage Association (Fannie Mae) (FNMA)

· Federal Home Loan Mortgage Corporation (Freddie Mac) (FHLMC)

· Student Loan Marketing Association (Sallie Mae) (SLMA)

· Federal Home Loan Banks (FHLB)

· Federal Farm Credit Banks (FFCB)

2.
Permitted short-term or long-term obligations – backed by the full faith and credit of the U.S. Government:

· Government National Mortgage Association (Ginnie Mae) (GNMA)
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