COUNTY OF YORK, PENNSYLVANIA

ORDINANCE NO. 2006-02

OF THE BOARD OF COUNTY COMMISSIONERS OF THIS
COUNTY AUTHORIZING AND APPROVING A
QUALIFIED INTEREST RATE MANAGEMENT
AGREEMENT (AN INTEREST RATE SWAP AGREEMENT)
WITH RESPECT TO THE COUNTY’S GENERAL
OBLIGATION BONDS, SERIES OF 2006, OUTSTANDING
IN THE AGGREGATE PRINCIPAL AMOUNT OF
$74,890,000; SETTING FORTH THE SUBSTANTIAL FORM
OF THE QUALIFIED INTEREST RATE MANAGEMENT
AGREEMENT; SETTING FORTH AND ADOPTING AN
INTEREST RATE MANAGEMENT PLAN; MAKING
CERTAIN COVENANTS OF THIS COUNTY WHICH ARE
INTENDED TO SECURE THE QUALIFIED INTEREST
RATE MANAGEMENT AGREEMENT; AMENDING
ORDINANCE 2005-10 OF THE COUNTY ENACTED ON
DECEMBER 14, 2005, THAT AUTHORIZED AND SECURES
THE 2006 BONDS, TO INCREASE THE COUNTY’S
COMBINED MAXIMUM PAYMENT OBLIGATIONS
UNDER THE 2006 BONDS AND THE QUALIFIED
INTEREST RATE MANAGEMENT AGREEMENT, IN
ACCORDANCE WITH SECTION 8284 OF THE
PENNSYLVANIA LOCAL GOVERNMENT UNIT DEBT
ACT; AND AUTHORIZING APPROPRIATE OFFICERS OF
THIS COUNTY TO TAKE RELATED ACTIONS.

WHEREAS, The County of York, Pennsylvania (the “County”) is a political
subdivision (a county of the third class) of the Commonwealth of Pennsylvania (the

“Commonwealth”), is governed by its Board of County Commissioners (the “Board”), and is a
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“Local Government Unit,” within the meaning of the Local Government Unit Debt Act of the
Commonwealth, 53 Pa. C.S. Chs. 80-82 (the “Debt Act”); and

WHEREAS, The Board enacted Ordinance #2005-10 on December 14, 2005 (the
“2006 Bonds Enabling Ordinance”), that authorized and directed the issuance of its General
Obligation Bonds, Series of 2006, in the aggregate principal amount of $74,890,000, dated as of
January 15, 2006 (the “2006 Bonds”), as set forth in detail in the 2006 Bonds Enabling Ordinance;
and

WHEREAS, Thé Deﬁartm’ent of Community and Economic Development (the
“Department”), of the Commonwealth approved the proceedings of this County related to the increase of
nonelectoral indebtedness evidenced by the 2006 Bonds, which approval of the Department was
evidenced by Certificate of Approval No. GOB-16149, dated J: anuary 17, 2006; and

WHEREAS, RBC Capital Markets (the “Underwriter”) has presented to the Board
of the County a proposal (the “Proposal”) in which the Authority would enter into an interest rate
swap agreement with the Royal Bank of Canada (“RBC”), under which this County would pay
RBC a variable interest rate equal to the Bond Market Association (“BMA”) tax-exempt bond
index and RBC would pay this County a variable interest rate equal to 67% of the One-month
London Inter-Bank Offered Rate (“LIBOR”) taxable bond index, plus a fixed number of basis
points (interest percentage), in each case applied to the principal outstanding on the 2006 Bonds,
over a term not to exceed the final maturity date of the Bonds (the “2006 Basis Swap”); and

WHEREAS, The Debt Act, including the amendments made by Act No. 2003-23,

effective September 24, 2003, contemplates that the County may become obligated for all or a
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portion of the costs incurred under the terms of an interest rate swap agreement meeting the
requirements for a “qualified interest rate management agreement”, as defined in the Debt Act, with
respect to bonds of the County; and

WHEREAS, The 2006 Basis Swap in the judgment of the Board, is designed to
manage, and will assist the Board in managing, interest rate risk or interest cost of the County
associated with the 2006 Bonds, in accordance with the Debt Act; and

WHEREAS, Investment Management Advisory Group, Inc., has represented to the
Board that it qualifies as an “Independent Financial Advisor” as defined in the Debt Act (the
“Financial Advisor”), which is not the provider of the 2006 Basis Swap or an affiliate or agent of
such provider, and has prepared “interest rate management plan”, as defined in the Debt Act, to
address certain financial information and risks associated with the 2006 Basis Swap as well as
previous swap agreements payable or guaranteed by the County (the “Interest Rate Management
Plan”); and

WHEREAS, The Board desires to retain the Financial Advisor as its independent
financial advisor in accordance with the Debt Act; and

WHEREAS, The Board of the County has duly read and considered the Proposal,
the Interest Rate Management Plan prepared by the Financial Advisor and the proposed form, terms
and conditions of the 2006 Basis Swap; and

WHEREAS, The 2006 Basis Swap is consistent with the Interest Rate Management

Plan; and



WHEREAS, The Authority proposes to award the 2006 Basis Swap to RBC, at
private sale by negotiation, and to enter into the 2006 Basis Swap; and

WHEREAS, RBC possesses qualifications (including a credit rating) satisfying the
cniteria established by the Debt Act and the Interest Rate Management Plan; and

WHEREAS, As contemplated by the Debt Act, the maximum net payments by
fiscal year for periodic scheduled payments by the County, not including any termination payments,
on the 2006 Basis Swap, plus interest on the 2006 Bonds, could exceed in the aggregate the
maximum payment amounts approved for various fiscal years in the proceedings of this County
filed with and approved by the Department for the 2006 Bonds; and

WHEREAS, The Board of the County desires to amend the interest rates specified
in the 2006 Bond Enabling Ordinance, as well as the provisions of related documents, to include a
maximum index rate of 25.0% , per annum, for calculating theA‘BMA based payments by the County
on the 2006 Basis Swap, in addition to the fixed rates specified for the various maturities of the
2006 Bonds, which is in excess of the sum of the net interest exposure described in the preceding
paragraph, as contemplated by Section 8284 of the Act; and

WHEREAS, The Board of the County desires to take all other action necessary to
authorize and approve the execution and delivery of the 2006 Basis Swap and/or related
instruments, to further secure the 2006 Basis Swap under the terms hereof and of the 2006 Bonds
Enabling Ordinance, and to execute and deliver such documents as may be necessary to implement

the Proposal.



NOW, THEREFORE, BE IT RESOLVED, by the Board of the County, as
follows:

SECTION 1. The Board hereby engages the Financial Advisor to serve as its
independent financial advisor under the Debt Act, in connection with the 2006 Basis Swap and in
accordance with the terms of an engagement letter presented to this County by the Financial
Advisor. The Board also engages the law firm of Rhoads & Sinon LLP (the “Bond Counsel”) to
serve as special counsel to this County in connection with the 2006 Basis Swap and in accordance
with the terms of an engagement letter presented to this County by the Bond Counsel.

SECTION 2. This County does hereby approve and adopt the Interest Rate

Management Plan, a copy of which is attached hereto as Exhibit A, and, without limiting the

generality of the foregoing, approves, ratifies and confirms the qualifications established by this
County in said Plan for the selection of RBC as the provider of the 2006 Basis Swap, which
qualifications include, among other things, a rating for the providef of the 2006 Basis Swap that is
1n one of the three highest rating categories of a nationally recognized credit rating agency.
SECTION 3. The Board of the C01'1nty determines that (i) the 2006 Basis Swap
shall be awarded at private sale by negotiation, which is determined to be in the best financial
interest of the County, (ii) RBC possesses the qualifications required by law and the Interest Rate
Management Plan for a provider of a qualified interest rate management agreement, and (1i1) the

2006 Basis Swap shall be awarded to RBC.



SECTION 4. The Board hereby finds and declares the following;:

(1) the notional amount of the 2006 Basis Swap at all
times shall not exceed the outstanding principal amount of the 2006
Bonds;

(2)  the term of the 2006 Basis Swap shall not exceed the
latest maturity date of the 2006.}§<;nds;

3) the 2006 Basis Swap shall contain a provision
requiring the termination thereof if the 2006 Bonds are no longer
outstanding;

4 the maximum annual interest rate which shall be
required to be paid by this County under the 2006 Basis Swap shall
be 25%, per annum;

(5)  the maximum net payments by fiscal year due and
payable by the County with respect to the 2006 Bonds, excluding
principal of the 2006 Bonds, shall not exceed the aforesaid
maximum interest rate specified in the 2006 Basis Swap (plus the
fixed interest rates previously specified in the 2006 Bonds Enabling
Ordinance), for (i) periodic scheduled payments, not including any

termination payments, due under the 2006 Basis Swap, and (ii) the

interest on the 2006 Bonds;



(6) the source of payment of the County’s obligations
with respect to the 2006 Basis Swap shall be general revenues;

@) the 2006 Basis Swap, in the form herein authorized
and approved, contains provisions addressing the actions to be taken
if the credit rating of RBC changes; and

® the periodic scheduled payments due under the 2006

Basis Swap and any payments due on the 2006 Bonds in respect of

principal of and interest on’the Bonds shall be senior in right and

priority of payment to any termination payments due under the 2006

Basis Swap.

SECTION 5. The Board of the County does authorize and approve the 2006
Basis Swap, which shall be substantially in the form (including an ISDA Master Agreement, related
Schedule(s) and Confirmation) attached hereto as Exhibit B. In accordance with the Debt Act,
within fifteen (15) days following the enactment of this Ordinance, a certified copy thereof, in
including the Interest Rate Management Plan and substantial form of the 2006 Basis Swap, shall be
filed with the Department.

SECTION 6. Subject to the receipt of (i) the oral opinion, which shall be
followed by a written confirmation, from the Financial Advisor that fhe financial terms and
conditions of the 2006 Basis Swap, including the proposed final Confirmation, are fair and
reasonable to this County, and (ii) a determination by the County Administrator that the final

terms and conditions of the 2006 Basis Swap (including a fixed spread in basis points
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(hundredths of a percent) above 67% of LIBOR receivable by this County) are satisfactory, then
any two or more of the members of the Board of the County shall execute on behalf of the County
such instruments and documents as may be necessary or appropriate to enter into and secure the
2006 Basis Swap under the terms hereof.

The 2006 Basis Swap shall be substantially in the form set forth in Exhibit B, with
such insertions, omissions and variations consistent with this Ordinance as the County
Administrator may request and approve, his execution of a certificate or similar instrument to
constitute conclusive evidence of such approval. Officers and agents of the County shall file
appropriate proceedings regarding the 2006 Basis Swap, and the amendment of the 2006 Bond
Enabling Ordinance, with the Department of Community and Economic Development, as required
by Section 8284 of the Debt Act

SECTION 7. The County hereby covenants to do the following:

(a) To include the periodic scheduled amounts payable
under the 2006 Basis Swap for each fiscal year of the Couf}ty in the
budget of the County for that fiscal year; and

(b)  To appropriate those amounts from the general

revenues of the County for the payment of amounts due under the

2006 Basis.

SECTION 8. The County does hereby pledge its full faith, credit and taxing
power for the budgeting, appropriation and payment of periodic scheduled payments due under the

2006 Basis Swap.



SECTION 9. The County does hereby covenant that the periodic scheduled
payments due under the 2006 Basis Swap and the payments in respect of principal of and interest
on the 2006 Bonds shall be equally and ratably payable and secured.

SECTION 10.  The County hereby covenants to include any termination
payment or similar payment required under the 2006 Basis Swap, which may become due and
payable by the County under the terms of the 2006 Basis Swap, in the County’s then current budget
at any time during a fiscal year or in a budget adopted in a future fiscal year.

SECTION 11.  The County covenants to include in its annual financial
statements information with respect to the 2006 Basis Swap, including any information required
pursuant to any Statement issued by the Governmental Accounting Standards Board. The Financial
Advisor is retained to perform ongoing monitoring of the financial consequences of the 2006 Basis
Swap, as well as other outstanding swap obligations payable by the County, subject to the terms of
appropriate written agreements.

SECTION 12.  The prior advertisement of a public notice of intent to enact this
Ordinance in one or more newspapers of general circulation in the County is hereby ratified and
confirmed, and the advertisement of a public notice of the enactment of this Ordinance within 15
days following its enactment, as required by the Debt Act, 1s hereby authorized and directed. The
Chief Clerk of the Board is hereby authorized and directed to arrange for the advertisement of such
notices or to authorize and direct the Solicitor or Bond Counsel for the County to make such

arrangements.



SECTION 13.  The President or Vice President of the Board and the Chief
Clerk, respectively, of the County are authorized and directed, as required, necessary and/or
appropriate: (a) to file with the Department of Community and Economic Development of the
Commonwealth (the “Department”) a certified copy of this Ordinance, including its appendices,
and a copy of the proofs of publication of the required public notices of this Ordinance, (b) to pay or
to cause to be paid to the Department all proper filing fees required in connection with the
foregoing, and (c) to pay, or to authorize payment of, all other fees and expenses of the County
incurred or to be incurred in connection with undertaking the 2006 Basis Swap as contemplated by
the Interest Rate Management Plan and the Proposal, including fees and expenses of preparing,
advertising and enacting this Ordinance.

SECTION 14.  The 2006 Bonds Enabling Ordinance is hereby amended to
insert a maximum interest rate of 25.0% payable on the 2006 Basis Swap, plus the interest
payable at the stated fixed rates by maturity on the 2006 Bonds. Exhibit C contains schedules
illustrating: (1) the fixed, scheduled payments on the 2006 Bonds plus the maximum, scheduled
payments and related receipts on the 2006 Basis Swap (assuming LIBOR equals 100% of BMA
at the maximum interest rate of 25%), and (2) the fixed, scheduled payments on the 2006 Bonds
plus estimated net payments and receipts under the 2006 Basis Swap, which are is attached
hereto and made a part hereof. The remainder of the 2006 Bond Enabling Ordinance shall
remain in full force and effect.

SECTION 15.  Proper officers of the County are authorized and directed to take

all other required, necessary and/or appropriate action, or to authorize all other required, necessary
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or appropriate action to be taken, by or on behalf of the County, to implement the 2006 Basis Swap,
the Proposal and the approved Interest Rate Management Plan.

SECTION 16.  Any reference in this Ordinance to an officer of the County or a
member or officer of the Board of the County shall be deemed to refer to his or her duly qualified
successor in office, if applicable.

SECTION 17.  This Ordinance shall be effective for all purposes immediately
upon its enactment, as permitted by the Debt Act.

SECTION 18. In the event any provision, section, sentence, clause or part of
this Ordinance shall be held to be invalid, such nvalidity shall not affect or impair any remaining
provision, section, sentence, clause or part of this Ordinance, it being the intent of the County that
such remainder shall be and shall remain in full force and effect.

- SECTION19.  All Ordinances or parts of Ordinances, insofar as the same shall

be inconsistent herewith, shall be and the same expressly are repealed.
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DULY ENACTED, by the Board of the County, in lawful session duly assembled,

this 22 day of February, 2006.

COUNTY OF YORK, PENNSYLVANIA

By:‘w ya
ounty Commissioner ™\

By:

County Commissioner

-~~~ County Commissioner

Chief Clerk (

(SEAL)



EXHIBIT A

INTEREST RATE MANAGEMENT PLAN
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February 22, 2006

County of York, Pennsylvania

Interest Rate Management Plan

OVERVIEW

In accordance with the requirements of Act 23 of 2003, amending the
Pennsylvania Local Government Unit Debt Act (“LGUDA” or the “Debt Act”), this
report shall presently serve as the “Interest Rate Management Plan” (the “Plan”), as that
phrase is defined in the Debt Act, of the County of York, Pennsylvania (the “County™).
This Plan has been prepared by Investment Management Advisory Group, Inc.
(“IMAGE”), which constitutes an “Independent Financial Advisor”, as that phrase is
defined in the Debt Act. This Plan shall cover all Qualified Interest Rate Management
Agreements (“QIRMAs”), as that phrase is defined in the Debt Act, including but not
limited to the 2006 Bonds Basis Swap (hereinafter defined), and all other interest rate
swaps, caps, floors, swaptions and similar derivative instruments currently payable or
guaranteed by the County (including such agreements entered into by GASP or YCIDA,
hereinafter defined, with respect to bonds or other obligations which are payable by or
guaranteed by the County).

This analysis has been performed specifically with regard to a new QIRMA which
would be entered into by the County in the near future and which would be paid directly
by the County. The County has also guaranteed certain sums payable by the General
Authority of Southcentral Pennsylvania (“GASP”) under Loan Agreements with GASP,
and under a Guaranty Agreement with the York County Industrial Development
Authority (“YCIDA”), under other QIRMAs which will be further described below.

The County is considering entering into a transaction known as a basis swap (the
“2006 Basis Swap™), that will relate to (1) the County’s $74,890,000 outstanding General
Obligation Bonds, Series of 2006 (the “2006 Bonds”), issued on January 24, 2006, as
fixed rate bonds. It is expected that the 2006 Bonds Basis Swap will be structured with a
declining notional (principal) amount which will mirror the annual principal amortization
of the 2006Bonds. '

The final termination date of the 2006 Bonds Basis Swap will not be later than the
final maturity date of the 2006 Bonds. The 2006 Bonds Basis Swap will be structured so
that after its effective date, which is assumed for this analysis to be March 1, 2006, the
County will agree to pay to Royal Bank of Canada (“RBC” or the “Counterparty”),



interest on the outstanding notional amounts at a rate equal to 100% of the Bond Market
Association Municipal Swap Index (“BMA”), which will be netted against interest
receipts from the Counterparty on the same notional amounts equal to 67% of the USD-
LIBOR-BBA index having a one-month maturity (“LIBOR”) plus a fixed spread equal to
additional “basis points” (1/100™ of 1.0%) that will be determined at pricing (the “Fixed
Spread”). BMA is an index that reflects prevailing tax-exempt bond interest rates and
LIBOR is an index that reflects prevailing taxable bond interest rates.

Historical data between 1995 and 2005, inclusive, indicates that the average
annual rate resulting from 67% of LIBOR and 100% of BMA have been approximately
equivalent. If this relationship between the two indexes continues over the proposed term
of the Basis Swap, the County will receive the Fixed Spread, on average, over the life of
the 2006 Basis Swap. If in any particular payment period tax-exempt interest rates
increase relative to taxable interest rates, due to prevailing interest rates generally or
forces affecting tax-exempt bonds specifically (see discussion of Tax Risk below), then
the County would be required to make a net payment if the result exceeds the Fixed
Spread. If tax-exempt interest rates decline relative to taxable rates, the County would
receive a net payment in addition to the Fixed Spread. 67% of LIBOR is an average
established over a period of 10 years and reflects many net payments and receipts over
that time period.

The County hopes that the BMA/LIBOR relationship will remain constant or
improve in the future. This will result in payments to the County that will be deposited in
the sinking fund for the 2006 Bonds and applied to reduce debt service otherwise payable
from its general fund. If this transaction had been entered into, which is the proposed
term of the 2006 Basis Swap, on a bond issue identical to the 2006 Bonds, the County
would have received payments totaling $ 3.29 million on a present value basis (see
schedule below which assumes the County will lock in a Fixed Spread of 40 basis
points).
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