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$
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$
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$
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9,909
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Held to maturity (HTM)
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U.S. Government and agency securities

$

Explanation of Responses:
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Financing Activities

Deposits

Total deposits increased 16.3% or $68,694,000 from December 31, 2008 to September 30, 2009. The growth was led by a 100.3% or
$35,972,000 increase in money market deposits from December 31, 2008 to September 30, 2009. The increase in core deposits (deposits less
time deposits) of 21.21% or $47,589,000 has provided relationship driven funding for the loan portfolio, while also reducing the utilization of
FHLB borrowings. The increase in deposits is the result of a deposit gathering program coupled with customers coming back to their hometown
bank in the wake of the economic turbulence.

Deposit balances and their changes for the periods being discussed follow:

(In Thousands) September 30, 2009 December 31, 2008 Change
Amount % Total Amount % Total Amount %

Deposit balances and their changes for the periods being discussed follow: 8



Demand deposits
NOW accounts

Money market deposits
Savings deposits

Time deposits

Total deposits

Borrowed Funds
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75,569
61,855
71,820
62,717
218,101
490,062

15.4% $ 76,035
12.6 53,821
14.7 35,848
12.8 58,668
44.5 196,996

100.0% $ 421,368

18.0% $
12.8
8.5
13.9
46.8

100.0% $

(466)
8,034
35,972
4,049
21,105
68,694

(0.6)%
14.9
100.3
6.9
10.7
16.3%

Total borrowed funds decreased 32.7% or $52,506,000 to $108,218,000 at September 30, 2009 compared to $160,724,000 at December 31,

2008. The decrease in borrowed funds is primarily the result of growth in deposits as part of the previously discussed deposit gathering

campaigns that were utilized to provide loan portfolio funding and to reduce the level of total borrowings. FHLB repurchase agreements were
utilized as their structure allowed for a reduction in interest expense, while providing the ability to reduce the borrowings at our discretion as

deposit levels increased.
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(In Thousands)

Short-term borrowings:

FHLB repurchase agreements
Securities sold under agreement to
repurchase

Total short-term borrowings

Long-term borrowings, FHLB
Total borrowed funds

Capital

Capital
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September 30, 2009 December 31, 2008
Amount % Total Amount % Total
$ 9,005 83% $ 61,013 38.0% $
12,435 11.5 12,933 8.0
21,440 19.8% 73,946 46.0%
86,778 80.2 86,778 54.0
$ 108,218 100.0% $ 160,724 100.0% $

Change
Amount

(52,008)
(498)
(52,506)

(52,506)

%
(85.2)%

(3.9)
(71.0)

(32.7)%

10
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The adequacy of the Company s capital is reviewed on an ongoing basis with reference to the size, composition, and quality of the
Company s resources and regulatory guidelines. Management seeks to maintain a level of capital sufficient to support existing assets and
anticipated asset growth, maintain favorable access to capital markets, and preserve high quality credit ratings.

The adequacy of the Company s capital is reviewed on an ongoing basis with reference to the size, comg@sition, a
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Bank holding companies are required to comply with the Federal Reserve Board s risk-based capital guidelines. The risk-based capital
rules are designed to make regulatory capital requirements more sensitive to differences in risk profiles among banks and bank holding
companies and to minimize disincentives for holding liquid assets. Specifically, each is required to maintain certain minimum dollar
amounts and ratios of total risk-based, tier I risk-based, and tier I leverage capital. In addition to the capital requirements, the Federal
Deposit Insurance Corporation Improvements Act (FDICIA) established five capital categories ranging from well capitalized to
critically undercapitalized. To be classified as well capitalized , total risk-based, tier I risked-based, and tier I leverage capital ratios

must be at least 10%, 6%, and 5%, respectively.

Bank holding companies are required to comply with the Federal Reserve Board s risk-based capital guidelines. T
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Capital ratios as of September 30, 2009 and December 31, 2008 were as follows:

37
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(In Thousands)

Total Capital
(to Risk-weighted Assets)

Actual
For Capital Adequacy Purposes
To Be Well Capitalized

Tier I Capital
(to Risk-weighted Assets)

Actual
For Capital Adequacy Purposes
To Be Well Capitalized

Tier I Capital
(to Average Assets)

Actual
For Capital Adequacy Purposes
To Be Well Capitalized
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2009
Amount

$ 66,553
35,541
44,426

$ 61,710
17,770
26,656

$ 61,710
26,633
33,292

Liquidity; Interest Rate Sensitivity and Market Risk

Liquidity; Interest Rate Sensitivity and Market Risk

Ratio

15.0% $
8.0
10.0

13.9% $
4.0
6.0

9.3% $
4.0
5.0

2008
Amount

66,891
33,410
41,763

62,540
16,705
25,058

62,540
25,773
32,216

Ratio

16.0%
8.0
10.0

15.0%
4.0
6.0

9.7%
4.0
5.0

17
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The asset/liability committee addresses the liquidity needs of the Company to ensure that sufficient funds are available to meet credit
demands and deposit withdrawals as well as to the placement of available funds in the investment portfolio. In assessing liquidity
requirements, equal consideration is given to the current position as well as the future outlook.

The asset/liability committee addresses the liquidity needs of the Company to ensure that sufficient funds e availz
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The following liquidity measures are monitored for compliance and were within the limits cited at September 30, 2009:

1. Net Loans to Total Assets, 85% maximum

2. Net Loans to Total Deposits, 100% maximum

3. Cumulative 90 day Maturity GAP %, +/- 20% maximum

4. Cumulative 1 Year Maturity GAP %, +/- 25% maximum

Fundamental objectives of the Company s asset/liability management process are to maintain adequate liquidity while minimizing interest rate
risk. The maintenance of adequate liquidity provides the Company with the ability to meet its financial obligations to depositors, loan
customers, and shareholders. Additionally, it provides funds for normal operating expenditures and business opportunities as they arise. The
objective of interest rate sensitivity management is

38
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to increase net interest income by managing interest sensitive assets and liabilities in such a way that they can be repriced in response to changes
in market interest rates.

The Bank, like other financial institutions, must have sufficient funds available to meet its liquidity needs for deposit withdrawals, loan
commitments and originations, and expenses. In order to control cash flow, the Bank estimates future cash flows from deposits, loan payments,
and investment security payments. The primary sources of funds are deposits, principal and interest payments on loans and investment
securities, FHLB borrowings, and brokered deposits. Management believes the Bank has adequate resources to meet its normal funding
requirements.

Management monitors the Company s liquidity on both a long and short-term basis, thereby providing management necessary information to
react to current balance sheet trends. Cash flow needs are assessed and sources of funds are determined. Funding strategies consider both
customer needs and economical cost. Both short and long-term funding needs are addressed by maturities and sales of available for sale
investment securities, loan repayments and maturities, and liquidating money market investments such as federal funds sold. The use of these
resources, in conjunction with access to credit provides core funding to satisfy depositor, borrower, and creditor needs.

Management monitors and determines the desirable level of liquidity. Consideration is given to loan demand, investment opportunities, deposit
pricing and growth potential, as well as the current cost of borrowing funds. The Company has a current borrowing capacity at the FHLB of

$208,971,000. In addition to this credit arrangement, the Company has additional lines of credit with correspondent banks of $15,423,000.

Management believes it has sufficient liquidity to satisfy estimated short-term and long-term funding needs. FHLB borrowings totaled
$95,783,000 as of September 30, 2009.

Interest rate sensitivity, which is closely related to liquidity management, is a function of the repricing characteristics of the Company s portfolio
of assets and liabilities. Asset/liability management strives to match maturities and rates between loan and investment security assets with the
deposit liabilities and borrowings that fund them. Successful asset/liability management results in a balance sheet structure which can cope
effectively with market rate fluctuations. The matching process is affected by segmenting both assets and liabilities into future time periods
(usually 12 months, or less) based upon when repricing can be effected. Repriceable assets are subtracted from repriceable liabilities, for a
specific time period to determine the gap , or difference. Once known, the gap is managed based on predictions about future market interest
rates. Intentional mismatching, or gapping, can enhance net interest income if market rates move as predicted. However, if market rates behave
in a manner contrary to predictions, net interest income will suffer. Gaps, therefore, contain an element of risk and must be prudently managed.
In addition to gap management, the Company has an asset/liability management policy which incorporates a market value at risk calculation
which is used to determine the effects of interest rate movements on shareholders equity and a simulation analysis to monitor the effects of
interest rate changes on the Company s balance sheet.

The Company currently maintains a GAP position of being liability sensitive. The Company has strategically taken this position as it has
decreased the duration of the time deposit portfolio,

39
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while continuing to maintain a primarily fixed rate earning asset portfolio with a duration greater than the liabilities utilized to fund earning
assets. Lengthening of the liability portfolio coupled with the addition of limited short-term assets is being undertaken. These actions are
expected to reduce, but not eliminate, the liability sensitive structure of the balance sheet.

A market value at risk calculation is utilized to monitor the effects of interest rate changes on the Company s balance sheet and more specifically
shareholders equity. The Company does not manage the balance sheet structure in order to maintain compliance with this calculation. The
calculation serves as a guideline with greater emphases placed on interest rate sensitivity. Changes to calculation results from period to period
are reviewed as changes in results could be a signal of future events. As of the most recent analysis, the results of the market value at risk
calculation were outside of established guidelines due to the strategic direction being taken.

Interest Rate Sensitivity

In this analysis the Company examines the result of a 100 and 200 basis point change in market interest rates and the effect on net interest
income. It is assumed that the change is instantaneous and that all rates move in a parallel manner. Assumptions are also made concerning
prepayment speeds on mortgage loans and mortgage securities.

The following is a rate shock forecast for the twelve month period ended September 30, 2010 assuming a static balance sheet as of
September 30, 2009.

(In Thousands) Parallel Rate Shock in Basis Points

-200 -100 Static +100 +200
Net interest income $ 20,537 $ 21,110 $ 21459 $ 21,424 $ 21,193
Change from static 922) (349) 35) (266)
Percent change from static -4.30% -1.63% -0.16% -1.24%

The model utilized to create the report presented above makes various estimates at each level of interest rate change regarding cash flow from
principal repayment on loans and mortgage-backed securities and or call activity on investment securities. Actual results could differ
significantly from these estimates which would result in significant differences in the calculated projected change. In addition, the limits stated
above do not necessarily represent the level of change under which management would undertake specific measures to realign its portfolio in
order to reduce the projected level of change. Generally, management believes the Company is well positioned to respond expeditiously when
the market interest rate outlook changes.

Inflation

Inflation 23
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The asset and liability structure of a financial institution is primarily monetary in nature. Therefore, interest rates rather than inflation have a
more significant impact on the Company s performance. Interest rates are not always affected in the same direction or magnitude as prices of
other goods and services, but are reflective of fiscal policy initiatives or economic factors which are not measured by a price index.

40
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Market risk for the Company is comprised primarily of interest rate risk exposure and liquidity risk. Interest rate risk and liquidity risk
management is performed at the Bank level as well as the Company level. The Company s interest rate sensitivity is monitored by management
through selected interest rate risk measures produced by an independent third party. There have been no substantial changes in the Company s
gap analyses or simulation analyses compared to the information provided in the Annual Report on Form 10-K for the period ended

December 31, 2008. Additional information and details are provided in the Liquidity and Interest Rate Sensitivity section of Item 2.
Management s Discussion and Analysis of Financial Condition and Results of Operations.

Generally, management believes the Company is well positioned to respond in a timely manner when the market interest rate outlook changes.

Item 4. Controls and Procedures

An analysis was performed under the supervision and with the participation of the Company s management, including the Chief Executive
Officer and the Chief Financial Officer, of the effectiveness of the design and operation of the Company s disclosure controls and procedures.
Based on that evaluation, the Company s Chief Executive Officer and Chief Financial Officer concluded that the Company s disclosure controls
and procedures were effective as of September 30, 2009. There were no changes in the Company s internal control over financial reporting that
occurred during the quarter ended September 30, 2009, that have materially affected, or are reasonably likely to materially affect, the Company s
internal control over financial reporting.

41
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Part II. OTHER INFORMATION

Item 1. Legal Proceedings

None.

Item 1A. Risk Factors

There are no material changes to the risk factors set forth in Part I, Item 1A, Risk Factors, of the Company s Annual Report on Form 10-K for the
year ended December 31, 2008. Please refer to that section for disclosures regarding the risks and uncertainties related to the Company s
business.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Total Average Total Number of Maximum Number (or
Number of Price Paid Shares (or Units) Approximate Dollar Value)
Shares (or per Share Purchased as Part of of Shares (or Units) that
Units) (or Units) Publicly Announced May Yet Be Purchased
Period Purchased Purchased Plans or Programs Under the Plans or Programs

Month #1 (July 1 -
July 31, 2009)

Month #2 (August 1 -
August 31, 2009)

Month #3 (September 1 -
September 30, 2009)

On April 28, 2009, the Board of Directors extended the previously approved authorization to repurchase up to 197,000 shares, or approximately
5%, of the outstanding shares of the Company for an additional year to April 30, 2010. To date, there have been 118,656 shares repurchased
under this plan.

Item 3. Defaults Upon Senior Securities

None

Inflation 26



Item 4.

None

None
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Item 5.

ltem 5.

Other Information

Other Information
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None
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Item 6. Exhibits

3) @) Articles of Incorporation of the Registrant, as presently in effect (incorporated by reference to Exhibit 3(i) of the Registrant s
Annual Report on Form 10-K for the year ended December 31, 2005).

3) (i) Bylaws of the Registrant s as presently in effect (incorporated by reference to Exhibit 3(ii) of the Registrant s Current Report
on Form 8-K filed June 17, 2005).

31 @) Rule 13a-14(a)/Rule 15d-14(a) Certification of Chief Executive Officer.

31) (i1) Rule 13a-14(a)/Rule 15d-14(a) Certification of Chief Financial Officer.

(32) (1) Section 1350 Certification of Chief Executive Officer.

(32) (i1) Section 1350 Certification of Chief Financial Officer.

43




Table of Contents

SIGNATURES

Edgar Filing: LINN ENERGY, LLC - Form 4

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date: November 9, 2009

Date: November 9, 2009

PENNS WOODS BANCORP, INC.
(Registrant)

/s/ Ronald A. Walko
Ronald A. Walko, President and Chief Executive Officer
(Principal Executive Officer)

/s/ Brian L. Knepp
Brian L. Knepp, Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)

44

SIGNATURES

33



Edgar Filing: LINN ENERGY, LLC - Form 4

Table of Contents

EXHIBIT INDEX

Exhibit 31(1) Rule 13a-14(a)/Rule 15d-14(a) Certification of Chief Executive Officer
Exhibit 31(ii))  Rule 13a-14(a)/Rule 15d-14(a) Certification of Chief Financial Officer
Exhibit 32(i) Section 1350 Certification of Chief Executive Officer
Exhibit 32(ii))  Section 1350 Certification of Chief Financial Officer
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