MEMORANDUM

August 12, 2011
TO: BOARD OF SCHOOL DIRECTORS
FROM: STACY M. GOBER, BOARD SECRETARY

SUBJECT: REGULAR MONTHLY MEETING - August 15,2011

The Regular Meeting of the Board of School Directors of the Bethlehem Area School District for
August will be held on Monday, August 15, 2011, at 7:00 p.m. in the Auditorium of East Hills
Middle School, 2005 Chester Road, Bethlehem, PA 18017. The agenda is attached.

SMG:bac
Attachments
pc: Dr. Roy



BETHLEHEM AREA SCHOOL DISTRICT
Bethlehem, Pennsylvania

MISSION STATEMENT
The Bethlehem Area School District, in partnership with the home and community, is committed to providing a safe and

supportive environment in which each student will attain the knowledge, skills, and attitudes necessary to become a
productive citizen and lifelong learner in our technologically demanding and culturally diverse society.

AGENDA
REGULAR MEETING - August 15,2011

1. Roll Call

2. Pledge of Allegiance

3. Silent Meditation

4. PFM Presentation — Mr. Shearer

5. Courtesy of the Floor to Visitors (30 minutes allowed)
6. Reports of Student Representatives

7. Approval of Minutes
June 8, 2011 — Budget Hearing

8. Approval of Committee Minutes
July 18, 2011 — Board Finance Committee Meeting
August 1, 2011 — Board Facilities Committee Meeting
August 8, 2011 — Board Human Resources Committee Meeting
9. Financial Report/Payment of Bills
Treasurer’s Reports — Item 18 — Page 22
Monthly Bills — Item — Page 19 — Page 23
Budget Information (Information Only) — Item 20 — Page 24
10. President’s Communication/Special Meetings
11. Superintendent’s Report/Federal Program Update

12. Unfinished Business
Apple Lease Restructuring (Tabled at July 25, 2011, Regular Board Meeting)

13. Recommendations of the Administration

14. Reports of Committees

15. New and Miscellaneous Business

16. Courtesy of the Floor to Visitors (30 minutes allowed)
17. Open Forum

18. Adjournment
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RECOMMENDATIONS OF THE ADMINISTRATION - August 15, 2011

1.

Accountability Block Grant (ABG) Supplemental Funding

INFORMATION:

The Pennsylvania Department of Education has announced the availability of
ABG Supplemental funding for the Bethlehem Area School District. An
electronic eGrant application has been created for the District to apply for funds
in the amount of $665,439 for the 2011-2012 school year.

The 2011-2012 budget approved by the Board of School Directors included this
supplemental funding to restore full day kindergarten classes, replace READ 180
computers, and restore the School Resource Officers at both high schools.

This item was reviewed with Board at the August 8,2011, Board Finance
Committee Meeting.

RECOMMENDATION:

That the Board of School Directors authorizes the administration to submit an

application for Accountability Block Grant Supplemental funding in the amount
of $665,439 for the 2011-2012 school year.

Account Code and Name: General Fund 1100120 Regular Instruction Salary
Account Balance: $227,360

Account Code and Name: General Fund 1100200 Regular Instruction Benefits
Account Balance: $105,080

Account Code and Name: General Fund 1190750 Other Instruction Equipment
Account Balance: $171,530

Account Code and Name: General Fund 2660350 Security Resource Officers
Account Balance: $180,000

Pg.1
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2. High School Night School Program for the 2011-2012 School Year

INFORMATION:

A committee of administrators met to review the current high school night school
program. Attached is an outline of the program for the 2011-2012 school year.

This item was reviewed with the Board at the August 8, 2011, Board Finance Committee
Meeting.

RECOMMENDATION:

That the Board of School Directors approves the attached High School Night School
Program for the 2011-2012 school year effective September 27, 2011, through
January 12, 2012, for the first semester, and February 7, 2012, through May 22,
2012, for the second semester.

Self-Sustaining Program
Paid by Tuition from Students



High School Night School Program
Fifteen weeks, two sessions per week @ three hours per session
First Semester: September 27, 2011- January 12, 2012
Second Semester: February 7,2012 — May 22, 2012

Length of Course

A full credit course will provide instruction on Tuesday and Thursday afternoons for a total of
thirty sessions at three hours of instruction per session, for a total of ninety (90) hours of
instruction.

A half credit course will provide instruction on Tuesdays and Thursday afternoons for a total of
fifteen sessions at three hours of instruction per session, for a total of forty-five (45) hours of
instruction.

Location and Hours of Program

The Night School Program will be held at Liberty High School in rooms yet to be determined.
Classes will meet Tuesdays and Thursday for three hours from 3:00 p.m. until 6:00 p.m.

Teacher Stipend

Faculty will be paid 90 hours at the current hourly leadership rate effective September 1, 2011,
for a full credit course.

Faculty will be paid 45 hours at the current hourly leadership rate effective September 1, 2011,
for a one-half credit course.

Minimum Registration

A minimum of twenty-five (25) students will be required to conduct a course. A course
maximum of thirty (30) students will be established. A teacher may choose to teach a class with
more than thirty (30) students on an individual basis with no increase in stipend.

Insufficient Registration

Teachers will be given the option of teaching a course at a prorated reduction, if registration is
below the required number.

Full Credit Courses Offered

Full credit courses may be offered in English 9, 10, 11, Algebra 1, Geometry, Algebra 2, World
Cultures, U.S. History 10, U.S. History 11, Biology, Chemistry, and Physics. Depending on need
the following courses may be accommodated in the ninety (90) hour format (English 12, Pre-
Calculus, Mathematics Concepts, and/or Government/Economics). Availability of courses is
contingent upon sufficient student enrollment and securing a certified teacher.



One Half Credit Courses Offered

Health 9, Health 10, Physical Education 9, 10, and 11. Depending on need the following course
may be accommodated in the forty-five (45) hour format (Physical Education 12).

Absences

Only two absences will be permitted in a full credit course. A late to class will be considered a
one half day absence. Any total of absences and/or lates to class exceeding two will result in the
student being removed from a full credit class. Tuition is non-refundable. All students must take
the end of course final assessment.

Only one absence will be permitted in a one half credit course. Any total of absences and/or lates
to class exceeding one will result in the students being removed from a one half credit class.
Tuition is non-refundable. All students must take the end of course final assessment.

Cost

Students will be charged $220 per full credit course. Students will be charged $110 per half
credit course. Full payment will be due at registration, no exceptions.

Financial Hardship

Cases of financial hardship will be considered on an individual basis in consultation with the
high school administration. Pertinent information including academic record in all subjects, code
of conduct record, citizenship, attendance, participation in extra-curricular activities, and general
attitude will be reviewed in evaluating the request for financial hardship consideration. A $75 per
course non-refundable deposit will be required for any student granted a waiver or reduction in
cost due to financial hardship.

Administration & Security

Facilitator responsibilities include conducting registration, developing the academic schedule,
monitoring attendance, handling discipline situations, keeping payroll records, as well as other
duties associated within the program. The facilitator will be required to work from 2:45 p.m.
until 6:15 p.m. on days the program is in session, plus conduct registration prior to the beginning
of the program. The facilitator will be paid $4,725 per semester

A monitor will be hired to provide for student safety at the pay rate applicable effective
September 1, 2011, for 3.5 hours per session for 32 sessions.



High School Night School Proposed Budget

When: Tuesdays and Thursdays
Dates: First Semester: September 27, 2011 — January 12, 2012
Second Semester: February 7, 2012 — May 22, 2012
Where: Liberty High School
Time: 3:00 PM — 6:00 PM (student)
3:00 PM — 6:00 PM (teacher)
Classes: 3:00 PM - 6:00 PM

Director: Dr. Dean M. Donaher

Coordinator: TBA

Hall Monitor: TBA

Teachers: As determined by student registration

If a minimum 7 class sections were to be conducted the budget estimates would be:

Expenditures
7 teachers @ $4,050 per teacher* $28,350
1 coordinator* 4,725
1 hall monitor approximately $13 hour* for 3.5 hours per day for 32 days = 1,456
Supplies and Postage = 500
Total Expenditures $35,031
Revenues:

(25 students per section) X (7 sections) = (175 student slots) X ($220 / student) = $38,500
Please keep in mind:

* Student slots (175) would be a minimum number required to support the program.
Additional students greater than 25 per class would provide additional support.

* Calculated costs include benefits as well as salary.
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3.

Textbook Adoption for English Language Arts

INFORMATION:

At the July 11, 2011, Board Curriculum Committee Meeting, information was presented
to the Board regarding a textbook adoption for a new Critical Literacy 11 course at the
high schools. The textbook was reviewed and recommended by the committee of
department teachers/chairs and meet all district and national standards for suitability.

Courses Book Information # of Unit | Total Cost
(Approved in 2011-2012 Books Price
Program of Studies)
Critical Literacy 11 Writing Source 2012 175 $40.40 | $7,070.00
Student Handbook + shipping

The textbooks were available for public review since July’s Board Curriculum
Committee Meeting.

This agenda item was reviewed with the Board at the August 1, 2011, Board Curriculum
Committee Meeting.

RECOMMENDATION:

That the Board of School Directors approves the purchase of new high school textbooks
for Critical Literacy 11.

Account Code and Name: General Fund 1100-640 Regular Education Instruction Books and Materials
Account Balance: $208,500
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4.

Athletic Ambulance Service for the 2011-2012 School Year

INFORMATION:

Ambulance service is needed at various athletic and co-curricular activities during the
2011-2012 school year. For this purpose, the administration contacted three (3) providers.
One provider could not meet our needs and two providers submitted proposals. The City of
Bethlehem was selected for the varsity football games due to the higher level of care
provided. Varsity football games have athletes, large crowds, and the continuity of effort
between the Emergency Services and the City Police Officers on duty during the games to
take into consideration. For sub varsity games, Hecktown Volunteer Ambulance Corps
provides the necessary support for the athletes and smaller crowds at the game.

This item was reviewed with the Board at the August 8, 2011, Board Finance Committee
Meeting.

RECOMMENDATION:

That the Board of School Directors awards the following one-year contracts for various
athletic and co-curricular activities for the 2011-2012 school year:

a. For ambulance service for high school varsity football games during the 2011-2012
school year to the City of Bethlehem, 10 East Church Street, Bethlehem,
Pennsylvania at $90 per hour of service.

b. For high school sub varsity (junior varsity, freshman) and middle school football
games to Hecktown Volunteer Ambulance Corps, P.O. Box 22106 Lehigh Valley,
Pennsylvania at $165 per middle school doubleheader (2.5 hrs) and $225 per junior
high/junior varsity doubleheader (3.5 hrs).

Account Code and Name: Athletics 3250330 Medical/Ambulance
Account Balance: $53,346.20
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5. Medical and Dental Contracts for the 2011-2012 School Year

INFORMATION:

All school districts alone or jointly with other districts or joint school boards shall employ
school physicians and school dentists but only with the approval of the Secretary of Health,
and shall compensate them on a basis agreed upon by the school physician or school dentist
and the employing district or joint school board.

This item was reviewed with the Board at the August 8, 2011, Board Finance Committee
Meeting.

RECOMMENDATION:

That the Board of School Directors approves contracts with the following Medical Doctors
and Dentists for the 2011-2012 school year at the rates designated. There is no increase
over the 2010-2011 year.

a. Dr. Bonnie Coyle and her staff from Community Health St. Luke’s Hospital
HealthStarl, medical van - $10 per physical for mandated school exams,
working paper physicals, and staff physicals (upon request). In addition, Dr.
Coyle will act as the chief school physician providing resource services on a
voluntary basis.

b. Dr.James Manley - $10 per physical for mandated school exams and working
paper physicals.

c. Dr. Cheryl Kienzle - $10 per physical for mandated school exams.
d. Dr. Mark Parsons - $4 per mandated dental screening.
e. Dr. Mark Unger - $4 per mandated dental screening.

f. St.Luke’s HealthStarll (Dental Van) - $4 per mandated dental screening

Account Code and Name: General Fund 2420330 Medical Professional Services
General Fund 2430330 Dental Professional Services
Account Balances: Medical $15,000
Dental $10,450
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6. Memorandum of Agreement Between the Bethlehem Area School District
and Viamedia for Advertising at the Bethlehem Area School District
Stadium

INFORMATION:

In 2003, the Bethlehem Area School District (BASD) Athletic Department and a small
group of private citizens began to plan for athletic upgrades for both Freedom and Liberty
High Schools that were to have no impact on the BASD tax base. A five-year agreement
between the Lehigh Valley Business Education Partnership (LVBEP), the BASD, and
then Target Select Marketing (now Viamedia) was also included in this agreement
approved at the Regular Board Meeting on February 28, 2005, for the sales and
maintenance of the advertising portion of the project. On July 18, 2011, Viamedia
approached the district to secure an agreement to continue servicing and meeting the
advertising needs of the project as well as to generate revenue for future investment in
stadium facilities. Viamedia fulfilled its contractual obligations under the original
agreement, but due to economic conditions, the projected revenue was lower than
anticipated and a balance of approximately $250,000 remains. While this debt is of no
risk to the district as it is fiscally backed by Viamedia, a vehicle of advertising revenue
remains necessary to assist in paying off the debt.

RECOMMENDATION:

That the Board of School Directors endorses the attached Memorandum of Agreement
between the Bethlehem Area School District and Viamedia to permit the marketing of the
stadium for the next five years to include signage, achievement stars, step front
advertisement, scoreboards with both electronic and manual advertisements, and other
forms of reasonable marketing.



MEMORANDUM OF AGREEMENT
BETWEEN
THE BETHLEHEM AREA SCHOOL DISTRICT
AND
VIA MEDIA
FOR ADVERTISING AT BASD STADIUM

WHEREAS, The Board of School Directors of the Bethlehem Area School District
(Board) previously entered into an agreement on February 28, 2005, by and between the
Board, Louis Pecktor of Ashley Development, Todd Donnelly of Target Select (now
Viamedia), and the Lehigh Valley Business Education Partnership for construction of a
synthetic turf field at BASD stadium; herein referred to as “Phase 1”; and

WHEREAS, funding for Phase 1 was supplied entirely by philanthropy and
marketing of the stadium/athletic field advertising and individual and business supporters
of the project; and

WHEREAS, The Board intends to enter into an agreement to continue the
marketing plan of Phase 1 by extending advertising rights to Viamedia.

NOW, THEREFORE, Be it resolved that the parties agree to the following:

1. Viamedia shall have the exclusive right to market advertising in BASD stadium
located at the corner of Elizabeth Avenue and Grenadier Boulevard, herein called “the
Premises,” for a period of 5 years.

2. Advertising upon the Premises must be consistent with BASD academic
standards and goals, as well as with BASD non-discrimination policies and age-
appropriateness. Viamedia shall be prohibited from promoting any advertisement upon
the Premises that:

(a) is not in compliance with any applicable statutes, regulations,
ordinances or orders of any governmental authority;

(b) advocates or campaigns for a particular political candidate or party;

(c) promotes or denigrates a particular religion or religious practice;

(d) is derogatory based on gender or toward any ethnic, religious or racial
group;

(e) promotes or encourages hostility, disorder, violence, or disregard for
violation of legal obligations;

(f) is libelous, or interferes with or advocates interference with the rights
of any individual or the operation of BASD;

(g) promotes the use of tobacco products, alcoholic beverages, illegal
substances, or paraphernalia;

(h) is obscene or pornographic in the context of being inconsistent with
prevailing standards;



(1) is not in the best interest of the BASD students, staff or schools, in the
opinion of the Superintendent or designees upon consultation with the Solicitor or
other BASD legal counsel in order to ensure legality;

(j) violates applicable copyrights, trademarks, or other protected interests;
and/or

(k) may interfere with or violate exclusive agreements between BASD and
their products or service providers.

3. BASD reserves the right to approve or reject all advertising materials displayed
or messages aired on school property or associated with school activities. Upon
submission of proposed advertisements from Viamedia, BASD will provide approval or
rejection of advertising within 5 business days.

4. BASD covenants and agrees that it shall indemnify and save harmless
Viamedia against and from, and Viamedia shall not be liable to BASD for, any and all
claims by or on behalf of any person arising in any manner whatsoever from, out of or in
connection with:

(a) any failure by BASD to perform any of the terms or conditions of this

MOA required to be performed by BASD;

(b) any failure by BASD to comply with any applicable statutes,
regulations, ordinances or orders of any governmental authority; or

(c) any accident, death, injury or damage, loss or theft of property in or
about the Premises resulting from any act or omission by BASD, its agents,
contractors, or employees, unless such accident, death, injury, damage, loss or
theft is caused by the gross negligence or willful misconduct of Viamedia, or its
agents, employees, or volunteers and from and against all costs, reasonable
attorney fees, expenses and liabilities incurred in or as a result of any such claim
or action or proceeding brought against Viamedia by reason of any such claim.

BASD, upon notice from Viamedia, covenants to resist or defend such action or

proceeding by legal counsel reasonably satisfactory to BASD.

5. Viamedia covenants and agrees that it shall indemnify and save harmless
BASD against and from, and BASD shall not be liable to Viamedia for, any and all
claims by or on behalf of any person arising in any manner whatsoever from, out of or in
connection with:
(a) the presence of market advertising provided by Viamedia on BASD
property;
(b) any failure by Viamedia to perform any of the terms or conditions of
this MOA required to be performed by Viamedia;
(c) any failure by Viamedia to comply with any applicable statutes,
regulations, ordinances or orders of any governmental authority; or
(d) any accident, death, injury or damage, loss or theft of property in or
about the Premises resulting from any act or omission by Viamedia, its agents,
contractors, or employees, unless such accident, death, injury, damage, loss or
theft is caused by the gross negligence or willful misconduct of BASD, or its
agents, employees, or volunteers and from and against all costs, reasonable



attorney fees, expenses and liabilities incurred in or as a result of any such claim
or action or proceeding brought against BASD by reason of any such claim.
Viamedia, upon notice from BASD, covenants to resist or defend such action or
proceeding by legal counsel reasonably satisfactory to Viamedia.

6. Nothing in this MOA shall be construed to waive or reduce the immunities
from civil liability granted by or to enlarge the limitations on immunity imposed by the
Political Subdivisions Tort Claims Act.

7. The agreement may not be transferred, resold, or assigned by Viamedia,
without the express written consent of the BASD.

8. BASD will not restrict the fees Viamedia charges for advertising, marketing, or
promotions to advertisers participating in the marketing plan.

9. Copies of all contracts for participating advertisers will be forwarded to the
Athletics Departments of the BASD and remain on file for the period of the agreement.

10. All sign-based advertisers participating in the marketing plan will have their
signs displayed at all activities held in the Premises, inclusive of those activities held by
renters or leasers of the properties. In the event that a sign needs to be removed or
covered during a rented or leased activity, an upfront agreement of payment will be
identified and recovered from the said renter or leaser in addition to the rental or lease fee
for the use of the stadium. BASD has sole discretion to determine whether a sign needs to
be removed or covered. BASD shall have sole discretion regarding payment from renter
or leaser. Viamedia shall have sole discretion as to whether payment is credited or
reimbursed to the advertiser.

11. BASD reserves the right to assign, control, and program all activities and
events held at the Premises.

12. All other products or services that Viamedia wishes to present or bid on for
the BASD outside of those contained in this agreement will be addressed through the
BASD administration, their designated department, or designated representative(s).

13. Quarterly meeting will be scheduled between the BASD Athletic Departments
and Viamedia or their representatives to monitor the marketing plan’s progress, make
recommendations, and discuss changes that may be needed to ensure the success of the
program.

14. Viamedia shall bear sole responsibility for all costs and expenses associated
with the installation, maintenance, and removal of advertising materials upon the
Premises.



15. Advertising revenue shall be used to pay remaining debt on loans secured
under Phase 1 as those loans have been modified, amended or refinanced and secure
additional capital for future investment in the BASD subject to Board approval.
Additional funds collected will be remitted back to the BASD at the conclusion of the
agreement.

16. BASD retains the right to terminate this MOA in event that Viamedia defaults
under the terms and obligations of this agreement.

17. This Agreement may be modified by the parties at any time after execution,
but such modification shall be valid only if in writing and executed with the same
formality as this Agreement.

18. This Agreement is entered into in the County of Northampton,
Commonwealth of Pennsylvania, and shall be interpreted and enforced in accordance
with the laws of the Commonwealth of Pennsylvania. The parties agree to submit
themselves to the exclusive jurisdiction of the Commonwealth of Pennsylvania and the
exclusive venue of Northampton County for any action in law or equity to interpret,
enforce or defend a breach thereof or action seeking a declaratory judgment or injunction.

19. This Agreement contains the entire understanding of the parties. There are no
representations, warranties, promises or undertakings, oral or otherwise, than those
expressly set forth herein.

20. The failure of either party to insist upon strict performance of any of the
provisions of this Agreement shall not affect the right of such party thereafter to enforce
same nor shall the waiver of any breach of any of the provisions be construed as a waiver
of any subsequent default of same or similar nature, nor shall it be construed as a waiver
of strict performance of any other provisions.

21. The parties agree that all terms and conditions set forth in this Agreement
shall be considered confidential, and that details of the terms of this Agreement, shall not
be disclosed to third parties, other than affiliates, employees, agents or contractors who
have a need to know such information in the scope of their employment or engagement,
without the prior written consider of all other parties, unless required by law. The parties
may disclose to one another information that is confidential in nature. In order to receive
confidential treatment, all such information (hereinafter referred to as “Information”)
shall be either (i) clearly marked as confidential if written, or clearly identified as
confidential if oral or (ii) reasonably understood by the recipient, based on the nature of
the Information or the circumstances of disclosure, to be in need of confidential treatment
or proprietary to the discloser. The parties agree not to disclose any Information to any
third party, to keep Information in a secure place available only to employees, affiliates
or agents who are subject to obligations of confidentiality no less restrictive than set forth
herein, who need to know the Information for purposes of the business dealing
between the parties, and to use Information only in connection with such business
dealings.



22. All notices and statements required or permitted under this Agreement shall
be in writing, sent by United States Registered or Certified Mail, postage prepaid or any
nationally recognized overnight carrier, addressed as follows:

As to BASD: 1516 Sycamore Street, Bethlehem, PA 18017
ATTN: Superintendent of Schools

As to Viamedia: 3910 Adler Place, Suite 100, Bethlehem, PA 18017
ATTN: Todd Donnelly

Either party may at any time, in the manner set forth for giving notices to the other,
designate a different name and/or address to which notices to it shall be sent.

23. This Agreement shall be effective August 16, 2011, and is binding upon the
parties, their successors, or assigns.

24. Should any article, section or clause of this Agreement be declared illegal by a
court of competent jurisdiction, said article, section or clause, as the case may be, shall be
automatically deleted from this Agreement to the extent that it violated the law. The
remaining articles, sections and clauses shall remain in full force and effect for the
duration of the Agreement if not affected by the deleted article, section or clause. If at
any time thereafter such article, section or clause shall no longer conflict with the law,
then it shall be deemed restored in full force and effect as if it had never been in conflict
with the law.

25. Viamedia and participating advertisers are strictly prohibited from using
BASD’s name for commercial purposes.

IN WITNESS WHEREOF, The parties hereto have caused their names to be subscribed
by their duly authorized officers and representatives this 15th day of August 2011.

WITNESS:

By By

Stacy M. Gober Michele T. Cann
Board Secretary Board President

Todd Donnelly
Viamedia
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7. Student Discipline — #0958112 — Petition

INFORMATION:

The Board of School Directors of the Bethlehem Area School District has received and
reviewed the following petition to return from expulsion from one student.
RECOMMENDATION:

That the Board of School Directors adopts the petition relating to Student Number
0958112.
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8. Conference/Staff Trip Attendance

RECOMMENDATION:

Staff Attendance

1. Theodore Schaffer ~ August 8-11,2011
Advanced Placement Summer Institute
for Environmental Science
Edison, New Jersey General Fund 2271320 = $850.00
General Fund 2271580 = $296.00

$1,146.00
Code Amount Balance
Estimated Expenses:
Registration $850.00 $47.,046.00

Registration = $850.00
(General Fund — 2271320)
Transportation and Meals

Rental Vehicle = 4/days x $39/day = $156.00 | $296.00 $35,399.00
Gas = $20/day x 4/days = $80.00
Meals = 4/lunches x $15/day = $60.00
(General Fund — 2271580)

Approval of this conference was reviewed with

the Board at the August 1,2011, Board Curriculum

Committee Meeting.

2. Dr. Jack Silva September 27-30,2011
Lehigh University School Study Council
Study Tour
Washington, D.C. General Fund 2834320 = $750.00
Code Amount Balance
Estimated Expenses:
Registration $750.00 $35,022.00

Registration = $750.00
Registration fee includes lodging, meals,
and transportation costs

(General Fund — 2834320)
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Resignations

RECOMMENDATION:

A. Instructional

NAME ASSIGNMENT REASON EFFECTIVE

1. | Baker, Jayme Freedom Personal June 11, 2011
(.5) Mathematics
Teacher

2. | Cruz, Randy Academic Integration | Personal June 11, 2011

Specialist

3. | Dolan, Karen Liberty Retirement | June 11, 2011
English Teacher

4. | Hilton, Jana Calypso Personal June 11, 2011
Grade 2 Teacher

5. | Knowles, Jessica Freedom Personal June 11, 2011
Science Teacher

B. Noninstructional

NAME ASSIGNMENT REASON EFFECTIVE

1. | Ackernecht, Ralph Northeast Retirement | November 10, 2011
C-1 Custodian

2. | Gilman, Fatima Nitschmann Personal August 16, 2011
General Kitchen Help

3. | Westwood, Cindy Liberty Personal June 8, 2011
General Kitchen Help

10.

Furlough

The following noninstructional staff member has been furloughed effective August 10, 2011:

EMPLOYEE
NUMBER

ASSIGNMENT

1. | 104395

East Hills, Teacher Assistant
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Leaves of Absence
RECOMMENDATION:
A. Instructional
NAME ASSIGNMENT REASON EFFECTIVE
1. | Dieter, Karen Fountain Hill Family Medical/ Family Medical Leave of
(.5) Reading Childrearing Absence effective August

Teacher

Leave of Absence

24,2011, until the end of
the day on November 17,
2011

Childrearing Leave of
Absence effective
November 18, 2011, until
the end of the first
semester of the 2011-
2012 school year

Farmersville
Grade 2 Teacher

2. | Flores, Rebecca

Family Medical
Leave of Absence,
continuing/
Childrearing
Leave of Absence

Family Medical Leave of
Absence effective August
24,2011, until the end of
the day on September 22,
2011

Childrearing Leave of
Absence effective
September 23, 2011,
until the end of the first
semester of the 2011-
2012 school year

Nitschmann
English Teacher

3. | Getz, Julie

Family Medical/
Childrearing
Leave of Absence

Family Medical Leave of
Absence effective August
24,2011, until the end of
the day on November 17,
2011

Childrearing Leave of
Absence effective
November 18, 2011, until
the end of the first
semester of the 2011-
2012 school year

East Hills
Grade 6 Teacher

4. | Graner, Lauren

Family Medical
Leave of Absence

August 24, 2011, until
the end of the day on
October 7, 2011
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Leaves of Absence
RECOMMENDATION:
A. Instructional (continued)
NAME ASSIGNMENT REASON EFFECTIVE
5. | Guerra, Freedom Family Medical September 20, 2011,
Nicolette Health and Leave of Absence | until the end of the day
Physical Education on October 4, 2011
Teacher
6. | McCann, Julie Spring Garden, Family Medical August 24, 2011, until
Kindergarten/ Leave of Absence | the end of the day on
Reading Teacher November 17, 2011
7. | Noller, Kerrin District-wide Childrearing August 24, 2011, until
Psychologist Leave of Absence | the end of the 2011-2012
school year
8. | Pretopapa, Freedom General Leave of | August 24, 2011, until
Alesha Special Education | Absence the end of the 2011-2012
Teacher school year
9. | Skrapits, Arilys | Fountain Hill Family Medical/ Family Medical Leave of
Grade 3 Teacher Childrearing Absence effective August
Leave of Absence | 24, 2011, until the end of
the day on November 17,
2011
Childrearing Leave of
Absence effective
November 18, 2011, until
the end of the day on
November 23, 2011
10. | Spirk, Nicole Fountain Hill Family Medical August 24, 2011, until
Grade 4 Teacher Leave of Absence | the end of the day on
September 16, 2011
11. | Wieand, Freedom Family Medical August 24, 2011, until
Lindsay English Teacher Leave of Absence | the end of the day on

October 31, 2011
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12.

Nominations

RECOMMENDATION:

A. Instructional

Pg. 12

The following instructional staff have been recalled for the 2011-2012 school year.
Salaries are based on the Collective Bargaining Agreement Salary Schedule:

EMPLOYEE ASSIGNMENT
1. | Chemidlin, Lisa Farmersville, Grade 2, First Semester
2. | Deater, Anthony Broughal, (.5) Social Studies Teacher
3. | Eisenhard, Jennifer Asa Packer, Grade 3 Teacher
4. | Kenney, Joseph Farmersville, Grade 4 Teacher, effective

September 26, 2011
5. | Latham, Laurie SPARK, PreKindergarten
6. | Leeson, Maureen Liberty, Chemistry Teacher
7. | Meila, Jeffrey Governor Wolf, Grade 5 Teacher
8. | Patti, Nicole Liberty, (.5) Mathematics Teacher
9. | Schellhaas, Ashley William Penn, Grade 4 Teacher
10. | Tsihlis, Kimberly Marvine, Grade 4
11. | Zellner, Tracy Marvine, Grade 5
12. | Dos Santos, Danielle Calypso, Grade 2
13. | Young, Melissa Nitschmann, (.5)/Northeast, (.5) Family and Consumer
B N Science Teacher (.8 of original position was furloughed)
Noninstructional

EMPLOYEE ‘ ASSIGNMENT

1. | The following noninstructional meet and discuss staff have been recalled for the

a. Ettwein, Nancy
b. Maldonado, Lissette
c. Pedrosa, Sandra
d. Velasquez, Carolina

2011-2012 school year as grant funding has become available through the
Pennsylvania Department of Welfare Northampton (Marvine) Family Center Grant:

Family Development Specialist $30,783.00
Family Development Specialist $35,863.00
Family Development Specialist $34,335.00
Family Development Specialist $30,783.00
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Nominations
RECOMMENDATION:
B. Noninstructional (continued)
NAME ASSIGNMENT SALARY EFFECTIVE
2. | Breiner, Susan Part-time Bus Driver $16.18 per hour To be determined

upon completion
of training/testing

3. | Brown, Vernice | Part-time Bus Driver

$16.18 per hour

To be determined
upon completion
of training/testing

4. | Calderon, Luz Part-time Bus Driver

$16.18 per hour

To be determined
upon completion
of training/testing

5. | Evans, Janelle Child Care

Assistant Center
Supervisor, 5.5 hours
daily, split shift, 12
months

$11.72 per hour

August 25, 2011

6. | Gibbons, James | Part-time Bus Driver

$16.18 per hour

To be determined
upon completion
of training/testing

7. | Maurer, Nina Dining Services
Assistant Supervisor

$37,368, prorated
Noninstructional
Meet and Discuss,
Category M, Step 15

August 16, 2011

8. | Mills, Kimberly | Child Care
Center Supervisor

$29,409, prorated
Noninstructional
Meet and Discuss,
Category K, Step 3

August 22, 2011

9. | Murtha, Colleen | Child Care
Assistant Center
Supervisor, 5 hours
daily, split shift, 12
months

$11.72 per hour

August 25, 2011

10. | Putnam, Myriam | Part-time Bus Driver

$16.18 per hour

To be determined
upon completion
of training/testing

11. | Rosado, Freedom
Germain Supplemental
Custodian

$9.00 per hour

August 16, 2011
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Nominations
RECOMMENDATION:
C. Miscellaneous
NAME ASSIGNMENT SALARY
1. | Jordan, Diane Assistant Athletic Director $10,000.00
Freedom (2011-2012)
2. | Michael, Erin Assistant Athletic Director $10,000.00
Liberty (2011-2012)
3. | Spina, Vincent Coach — Head Football $3,286.00
East Hills
4. | Bell, Donald Coach — Assistant Football $2,136.00
East Hills
5. | Villano, Melanie Coach — Assistant Girls Basketball $4,272.00
Freedom
6. | Artim, Lindsey Coach — (.5) Assistant Field Hockey | $1,735.50
Freedom
7. | Sonon, Charles Coach — Assistant Football $6,289.00
Freedom
8. | Cygan, Jane Coach — (.5) Assistant Field Hockey | $2,044.00
Liberty
9. | Jordan, Diane Department Chairperson — Freedom | $3,356.00
Business
10. | Moran, Michael Department Chairperson — Freedom | $3,356.00
Fine and Practical Arts
11. | Baylis, Cynthia Department Chairperson — Freedom | $3,356.00
Foreign Language
12. | Callahan, Bryan Department Chairperson — Freedom | $3,356.00
Health and Physical Education
13. | Ziegler, George Department Chairperson — Freedom | $3,356.00
Language Arts
14. | Young, Jeffrey Department Chairperson — Freedom | $3,356.00
Mathematics
15. | Baltz, Eric Department Chairperson — Freedom | $3,356.00
Science
16. | Roman, Donna Department Chairperson — Freedom | $3,356.00
Social Studies
17. | Calvo, Maureen Department Chairperson — Freedom | $3,356.00
Special Education
18. | Martucci, Gregory Department Chairperson — Liberty $3,356.00

Business
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Nominations

RECOMMENDATION:

C. Miscellaneous (continued)

NAME ASSIGNMENT SALARY

19. | Donnelly, Samuella Department Chairperson — Liberty $3,356.00
English as a Second Language

20. | Long, Kevin Department Chairperson — Liberty $3,356.00
Fine and Practical Arts

21. | Norwood, Samuel Department Chairperson — Liberty $3,356.00
Foreign Language

22. | Karam, Joseph Department Chairperson — Liberty $3,356.00
Health and Physical Education

23. | Chickey, Natalie Department Chairperson — Liberty $3,356.00
Language Arts

24. | Frank, Judson Department Chairperson — Liberty $3,356.00
Mathematics

25. | Guarriello, Beth Department Chairperson — Liberty $3,356.00
Science

26. | Markovich, Anthony Department Chairperson — Liberty $3,356.00
Social Studies

27. | Burke, Stacey Department Chairperson — Liberty $2,587.00
Special Education

28. | Baltz, Eric Detention Proctors — Freedom $33.79 per hour

Caffrey, Marnie
Chabot, Sandra
Erdman, Karla
George, Crystal
Laughlin, Paula
Lechner, Cathy
Lynn, Karen
Muller, Michael
Muth, Diane
Pfizenmayer, Lisa
Rex, Kristen
Schoeneberger, Troy
Stenson, Katrina
Walleasa, John
Weber, Craig
Ziegler, George
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Nominations
RECOMMENDATION:
C. Miscellaneous (continued)
NAME ASSIGNMENT SALARY

29. | Cleffi, Michael
Dectis, Nicholas
Giannantonio, Amy
Hinkel, Amanda
Hrycyszyn, Marlice
Swift, Donna
Venanzi, Michael

Detention Proctors, Liberty

$33.79 per hour

30. | Vilcant, Kindlyne Intern Psychologist $7,500.00
2011-2012 school year
(ACCESS funded)
31. | Snell, Sarah Intramural Supervisor $1,827.00
(.5) Broughal
32. | John, George Intramural Supervisor $1,827.00
(.5) East Hills
33. | Muller, Laurie Intramural Supervisor $1,827.00
(.5) Nitschmann
34. | Shive, Linda Intramural Supervisor $1,827.00
(.5) Northeast
35. | Lyons, Tammy Webmaster, Asa Packer $637.00
36. | DiCicco, Anthony Webmaster, Calypso $637.00
37. | Sosa, Lynn Webmaster, Clearview $637.00
38. | Gilboy, Tara Webmaster, Donegan $637.00
39. | Braun, Regina Webmaster, Farmersville $637.00
40. | Braun, Thomas Webmaster, (.5) Fountain Hill $318.50
41. | Ginsberg, Jeremy Webmaster, (.5) Fountain Hill $318.50
42. | Henninger, Jennifer Webmaster, Freemansburg $637.00
43. | Hawke, Elizabeth Webmaster, Govenor Wolf $637.00
44. | Ronyack, Jane Webmaster, Hanover $637.00
45. | Bellucci, Eric Webmaster, James Buchanan $637.00
46. | Sylva, Diadra Webmaster, Lincoln $637.00
47. | Hoke, Judith Webmaster, Marvine $637.00
48. | Sassaman, Melissa Webmaster, Miller Heights $637.00
49. | Cassidy, Jane Webmaster, Spring Garden $637.00
50. | Grube, Kimberly Webmaster, Thomas Jefferson $637.00
51. | Beller, Rebecca Webmaster, William Penn $637.00
52. | Bothwell, Dawn Webmaster, (.5) Broughal $378.50
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12. Nominations

RECOMMENDATION:

C. Miscellaneous (continued)

NAME ASSIGNMENT SALARY
53. | Gross, Maryann Webmaster, (.5) Broughal $330.50
54. | Dutton, Tammy Webmaster, East Hills $757.00
55. | Ellis, Lara Webmaster, Nitschmann $757.00
56. | Beck, David Webmaster, Northeast $757.00
57. | Bachman, Michael Webmaster, Freedom $2,609.00
58. | Gori, Michael Webmaster, Liberty $3,077.00

D. Substitutes

INSTRUCTIONAL NONINSTRUCTIONAL
Clymer, Jill Hahalis, Stratonikh (Niki)
Liberto, Kelly Labukas, Rosemarie
Little, Richard Timar, John, Jr.

Mohap, Jackie

O’Connor, Amy

Pfingstl, Danielle

Stone, Colleen

Torres, Andrea

13.  Reassignments

RECOMMENDATION:

A. Noninstructional

NAME FROM/TO SALARY EFFECTIVE

1. | Gilman, Fatima From: $9.00 per August 16, 2011
Marvine hour
(.5) Supplemental Custodian

To:

Liberty (.5)/ Lincoln (.5)
Supplemental Custodian

2. | Smith, Thomas From: $14.83 per | August 16,2011
Freedom hour
Supplemental Custodian

To:

Asa Packer, C-1 Custodian
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14.

Memorandums of Agreement Between the Board of School Directors of
the Bethlehem Area School District and the Bethlehem Education
Association

INFORMATION:

The attached Memorandums of Agreement are contracted settlements reached between
the Bethlehem Education Association and the District.

The purpose of the first Memorandum of Agreement is for permission for the addition of
an early morning instructional period designated as “Block 0” being instituted for the
2011-2012 school year at Liberty High School.

The purpose of the second Memorandum of Agreement is to continue to implement the
Teacher Performance Appraisal Plan Professional Rating Report as developed during the
2006-2007 school year and implemented during the 2007-2008 school year.

The purpose of the third Memorandum of Agreement is to clarify preparation periods and
unassigned time for SPARK teachers.

These Memorandums of Agreement were reviewed by the Board at the August §, 2011,
Board Human Resources Committee Meeting.

RECOMMENDATION:

That the Board of School Directors approves the following Memorandums of Agreement
between the Board of School Directors of the Bethlehem Area School District and the
Bethlehem Education Association:

a. For an additional “Block 0” at Liberty High School.

b. For continuation of the Teacher Performance Appraisal Professional Rating
Report during the 2011-2012 school year.

c. For agreement with regards to preparation periods and unassigned times for
SPARK teachers.



MEMORANDUM OF AGREEMENT
BETWEEN
BETHLEHEM AREA SCHOOL DISTRICT BOARD OF
DIRECTORS
AND
BETHLEHEM EDUCATION ASSOCIATION

WHEREAS, The Board of Directors of the Bethlehem Area School District (Board) and the
Bethlehem Education Association (Association) have entered into a Collective Bargaining
Agreement and,

WHEREAS, The parties wish to clarify a matter relating to an alteration to the school work day at
Liberty High School during the 2011-2012 school year.

THEREFORE, Be it resolved that the parties agree to the following:

1. At Liberty High School, the addition of an early morning instructional period
designated as “Block 0.

2. Each bargaining unit member assigned to teach “Blocks 0-3” shall have
volunteered to teach in that assignment.

3. Bargaining unit members selecting to begin the workday during “Block 0” will teach through
“Block 3” only.

4. Bargaining unit members opting to teach “Blocks 0-3 agree to accept this
assignment for the 2011-2012 school year only.

5. Except as listed above, all other Articles of the Collective Bargaining Agreement shall remain
in full force and effect.

In WITNESS WHEREOF, The parties hereto have caused their names to be subscribed by their
duly authorized officers and representatives this 15th day of August 2011.

BETHLEHEM AREA SCHOOL BETHLEHEM EDUCATION
DISTRICT ASSOCIATION

WITNESS: WITNESS:




MEMORANDUM OF AGREEMENT
BETWEEN
BETHLEHEM AREA SCHOOL DISTRICT BOARD OF
DIRECTORS
AND
BETHLEHEM EDUCATION ASSOCIATION

WHEREAS, The Board of Directors of the Bethlehem Area School District (Board) and
the Bethlehem Education Association (Association) have entered into a Collective
Bargaining Agreement and,

WHEREAS, The parties wish to clarify a matter relating to implementation of the
Teacher Performance Appraisal Plan Professional Rating Report,

THEREFORE, Be it resolved that the parties agree to the following:

1. For the 2011-2012 school year, the District will be permitted to utilize the
Professional Employee Rating Report as detailed in the Teacher Performance
Appraisal Plan developed during the 2006-2007 school year.

2. For the 2011-2012 school year, the Professional Rating Report will replace PDE
5501.

3. All other contractual language related to Article IX Personnel Files and Teachers’
Competence, and Exhibit “D” Teacher Evaluation General Guidelines for
Professional Improvement Plans for “Continuing” Performance Concerns, shall
remain in full force.

4. The Bethlehem Education Association retains its contractual right to grieve any
overall unsatisfactory rating on the Professional Rating Report as well as all other
sections of Article IX, and Exhibit “D” of the Collective Bargaining Agreement.

In WITNESS WHEREOF, The parties hereto have caused their names to be subscribed
by their duly authorized officers and representatives this 15th day of August 2011.

BETHLEHEM AREA SCHOOL BETHLEHEM EDUCATION
DISTRICT ASSOCIATION

WITNESS: WITNESS:




MEMORANDUM OF AGREEMENT
BETWEEN
BETHLEHEM AREA SCHOOL DISTRICT
BOARD OF DIRECTORS
AND
BETHLEHEM EDUCATION ASSOCIATION

WHEREAS, The Board of Directors of the Bethlehem Area School District (Board) and the
Bethlehem Education Association (Association) have entered into a Collective Bargaining
Agreement and,

WHEREAS, The parties wish to clarify a matter relating to the SPARK program,
THEREFORE, Be it resolved that the parties agree to the following exception:

1. Each SPARK teacher will be scheduled a minimum of five (5) preparation periods
within one week, with a duration no less than 45 minutes each, preferably no more
than one each day. This 45 minute period may be scheduled when students are not in
the building.

2. Each SPARK teacher will be scheduled two 20 minute Unassigned Period each week, with no
less than 40 minutes each week. This 40 minutes may be scheduled in the following ways:

. One 40 minute period

. Two 20 minute periods attached to a preparation period or lunch

. Two 20 minute periods unattached to a preparation period or lunch
. A combination of (b) or (c) above

o0 o e

3. Except as listed above, all other articles of the Collective Bargaining Agreement, as
well as the school district calendar, shall remain in full force and effect.

In WITNESS WHEREOF, The parties hereto have caused their names to be subscribed by their
duly authorized officers and representatives this 15th day August 2011.

BETHLEHEM AREA SCHOOL BETHLEHEM EDUCATION
DISTRICT ASSOCIATION

WITNESS: WITNESS:
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15.

Financial Software — Central Susquehanna Intermediate Unit #16

INFORMATION:

As a result of the Operations Review, the Davison Group, Inc. identified
key components of a plan that that would improve efficiencies and
operations in the Business Office and Human Resources Department.
Discussions revolved around the immediate and long-term goals of the
District in relation to financial software. While no financial software
package on the market is going to align perfectly with the needs of the
District, the software selection must be based on a set of uniform criteria
that allows for a comparison of similar features. Therefore, a needs
assessment was developed to determine the key components that were
critical for comprehensive, accurate, and timely reporting of District
payroll, human resources, and financial information. A working set of
topics for analysis was organized into a list to include project scope, a
cost analysis and comparison, other resource savings, roles and
responsibilities, data conversion and migration, implementation, disaster
recovery, training, testing, quality measurement, report requirements,
and support.

Various software vendors were identified based on discussions with other
Pennsylvania school districts resulting in a software review with pricing
obtained from three vendors, SunGard K-12 Public Sector, Central
Susquehanna Intermediate Unit, and Keystone Information Systems, Inc.
Team members gathered various facts and attributes of each software
package identifying key strengths and weaknesses with two vendors
chosen to deliver an online demonstration of their product where all
Business Office and Human Resource staff attended, as well as Data
Processing staff and administration. Based on the results of the feedback
from the staff, productivity increases, and improved process efficiencies
can be expected from the utilization of a less complex system that what is
currently in use. The software selection that best fits the needs of the
District at this point in time was determined after reviewing the
completed staff evaluation rubrics, comparing costs, implementation
plans, technical support options and discussion with other school
references. The evaluation team recommends that the Bethlehem Area
School District utilize the software provided by Central Susquehanna
Intermediate Unit #16 as the financial software of choice for
implementation immediately. The software costs are $62,469.75 for all
modules with one time licensing and data conversion estimated $16,000-
$20.000.



RECOMMENDATION:

That the Board of School Directors authorizes the administration to enter
into an agreement with Central Susquehanna Intermediate Unit #16 for
the utilization of their financial software to include the Fund Accounting,
Payroll, Personnel, Fixed Assets, Bidding, Inventory, Fixed Assets, and
Online Employee Portal modules.

Account Code and Name: General Fund 2840618 Data Processing Admin Software
Account Balance: $82,538*

*Budgetary Transfer Pending October 2011 from General Fund 2840430 Data Processing Repairs and
Maintenance
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16.  Risograph Machine Lease Renewal — Stratix Systems

INFORMATION:

In August 2005, the Bethlehem Area School District entered into a 63-month
renewable lease with Stratix Systems for 11 Risograph machines located in our
schools. The lease agreement renews automatically for a year and did so in
October 2010. Monthly lease payments are $737 per month ($8,844 per year).
Not included in the current lease payment is the cost of an annual maintenance
agreement of $13,197 per year. This makes the total cost $22,041 per year for the
use of the machines.

A survey was taken of the school principals and the general consensus was that
the machines serve a specific purpose, are used regularly, and that they would like
to keep the machines in the schools. These machines serve a different function
than a copy machine and if used properly, cost less per copy. Our copy count on
the machines is approximately 1.7 million total.

Stratix Systems has proposed a new 63-month lease agreement for 11 Ricoh
Priport DX 3343 Duplicator machines at $1,080 per month, which would include
total maintenance. The total cost of the machines under the new lease would be
$12,960 per year instead of $22,041, a savings of $9,081 per year. The new
machines would be installed and any old supplies on hand that cannot be used in
the new machines would be credited back to us at our purchase price.

This item was reviewed with the Board at the August 8, 2011, Board Finance
Committee Meeting.

RECOMMENDATION:

That the Board of School Directors authorizes the execution and signature of the
Total Service Agreement with Stratix Systems for a 63-month lease, payable
quarterly, beginning on or about August 29, 2011, for 63 months. The number of
copies included per quarter is 444,105 and any overages are charged at $.003 per
copy. There is a $150 charge to remove the old machines.

Account Code and Name: General Fund 2500442 Rental Equipment — Business Office
Account Balance: $162,145
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17.

Resolutions to Refund the District’s 2007 Variable Rate Bonds with
Variable Rate and Fixed Rate Bonds, Terminate a Portion of the Related
Swap and Confirm a Prior Transfer of the Swaption in 2007

INFORMATION:

Public Financial Management at the August 8, 2011, Board Finance Committee Meeting
recommended the refinancing of the District’s 2007 variable rate bonds with
approximately 50 percent fixed rate and 50 percent variable rate, with a corresponding
partial termination of the related swap, with the remaining swap to be assigned to the
Bethlehem Area School District Authority.

RECOMMENDATION:

That the Board of School Directors adopts each of the four resolutions implementing the
recommendations of the District’s financial advisor as follows:

Resolution 1: Approving a new fixed rate bond issue to refund approximately 50 percent
of the District’s 2007 variable rate bonds and pay a swap termination payment of up to a
specified percentage of the refunded bonds.

Resolution 2: Approving a general obligation note of the School District to support a
variable rate loan from Wachovia Bank to the BASD Authority to refund approximately
50 percent of the 2007 Bonds.

Resolution 3: Approving the termination of about half of the 2007 Bond Swap and
assigning the remainder to the Authority, including an updated Interest Rate Management
Plan.

Resolution 4: Approving the transfer of the existing swaption from the District’s 1997
Bonds to the 2007A Bonds (this is a clean-up resolution requested by Pa DCED).
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Resolution 1
Fixed Rate Bonds and Terminate Swap Resolution
Document #822545

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

RESOLUTION

INCURRING NONELECTORAL DEBT TO BE EVIDENCED
BY GENERAL OBLIGATION BONDS, IN ONE OR MORE
SERIES, IN THE MAXIMUM AGGREGATE PRINCIPAL
AMOUNT OF THIRTY-SEVEN MILLION DOLLARS
($37,000,000), TO UNDERTAKE THE FOLLOWING: (1)
CURRENTLY REFUND A PORTION OF THE GENERAL
OBLIGATION BONDS, SERIES OF 2007 OF THE SCHOOL
DISTRICT; (2) MAKE A PARTIAL TERMINATION
PAYMENT REQUIRED UNDER THE QUALIFIED
INTEREST RATE MANAGEMENT  AGREEMENT
IDENTIFIED WITH THE 2007 BONDS, AND (3) PAY
RELATED COSTS; ACCEPTING A PROPOSAL TO
PURCHASE THE BONDS, IN A PRIVATE SALE BY
NEGOTIATION; SETTING FORTH THE PARAMETERS,
SUBSTANTIAL FORM OF AND CONDITIONS FOR
ISSUING THE REFUNDING BONDS; PLEDGING THE
FULL FAITH, CREDIT AND TAXING POWER OF THE
SCHOOL DISTRICT TO SECURE THE REFUNDING
BONDS; APPOINTING A PAYING AGENT AND SINKING
FUND DEPOSITARY; PROVIDING FOR THE
REDEMPTION AND RETIREMENT OF THE 2007 BONDS,
AND APPROVING RELATED DOCUMENTS AND
ACTIONS.

WHEREAS, Bethlehem Area School District, Northampton and Lehigh Counties,
Pennsylvania (the “School District”), is a school district of the Commonwealth of Pennsylvania (the
“Commonwealth™), a “Local Government Unit” within the meaning of the Local Government Unit
Debt Act, 53 Pa.C.S. Chs. 80-82 (the “Debt Act™), and is governed by its Board of School Directors

(the “School Board™); and
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WHEREAS, The School Board, by its resolution adopted on December 8, 2003
(the “2003 Parameters Debt Resolution™), incurred nonelectoral debt and recited the parameters of
two future series of general obligation bonds for various capital projects to be undertaken by the
School District over a period of several years; and

WHEREAS, The Department of Community and Economic Development (the
“Department™) of the Commonwealth approved the debt proceedings of the School District under the
2003 Parameters Debt Resolution, by its Certificate of Approval No. GOB-15388, dated December 30,
2003; and

WHEREAS, The School District entered into a Qualified Interest Rate
Management Agreement, as that phrase is defined in the Debt Act, dated December 8, 2003, with
JP Morgan Chase Bank, N.A. (“JP Morgan™), under the terms of which the School District pays a
fixed rate of interest and JP Morgan pays a variable rate of interest from January 4, 2007 until
January 1, 2032, on the $55,000,000 notional amount of bonds of the School District authorized
under the 2003 Parameters Debt Resolution (the “Fixed Payer Swap”), unless earlier terminated,;
and

WHEREAS, The Fixed Payer Swap was amended on November 24, 2004, to
change the formula for the variable rate payments by JP Morgan; and

WHEREAS, The School District issued on January 4, 2007, its General Obligation
Bonds (Weekly Rate Mode), Series of 2007, in the original aggregate principal amount of
$55,000,000 (the “2007 Bonds™), pursuant to the 2003 Parameters Debt Resolution, as variable rate

demand bonds; and
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WHEREAS, The School Board has determined to optionally redeem and retire a
portion of the outstanding principal balance of the 2007 Bonds (the “Refunded 2007 Bonds”), and
to finance the partial termination of the Fixed Payer Swap, as described in a refunding report (the
“Refunding Report”) attached hereto as Exhibit A, prepared for the School District by Public
Financial Management Inc. (the “Financial Advisor”), as financial advisor to the School District, at
such time as the termination payment to JP Morgan allocable to the notional amount equal to the
Refunded 2007 Bonds under the terms of the Fixed Payer Swap does not exceed % of the
principal amount of the Refunded 2007 Bonds (the “Maximum Termination Price”); and

WHEREAS, The School Board has contemplated the authorization, sale, issuance
and delivery of a series of fixed rate general obligation bonds, in one or more issues, in the
maximum aggregate principal amount of Thirty-seven Million Dollars ($37,000,000) (the
“Bonds™), with the proceeds to be applied to (i) currently refund the Refunded 2007 Bonds, (ii)
make a partial termination payment required under the Fixed Payer Swap, and (iii) pay the costs of
issuing the Bonds (collectively, the “Refunding Project”), all in accordance with the Debt Act; and

WHEREAS, The School Board has considered the possible manners of selling the
Bonds, provided for in the Debt Act, at public sale or private sale, by negotiation or upon invited
bidding; and

WHEREAS, The School Board has determined that the Bonds: (a) shall be offered
at private sale by negotiation; and (b) shall be offered for sale at a net purchase price of not less than
95.0% nor more than 110% of the aggregate principal amount of the Bonds issued (including

underwriting discount and original issue discount or premium), plus accrued interest (collectively,

the “Purchase Price™); and
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WHEREAS, A “Proposal for the Purchase of Bonds”, dated this date (the
“Proposal”), has been received from the Financial Advisor, containing the financial parameters for,
and conditions to, the underwriting and issuance of the Bonds (the “Bond Parameters™), which will
be supplemented by an addendum to the Proposal (the “Addendum”) containing the final terms and
to identify the underwriter of the Bonds, consistent with the Bond Parameters; and

WHEREAS, The School Board desires to accept the Proposal, to award the sale of
the Bonds, to authorize issuance of nonelectoral debt, and to take appropriate action and to
authorize proper things, all in connection with the Refunding Project, and all in accordance with the
Debt Act; and

WHEREAS, The School Board has determined to appoint Manufacturers and
Traders Trust Company (the “Paying Agent”), having a corporate trust office in Harrisburg,
Pennsylvania, and Buffalo, New York, as the paying agent and sinking fund depositary for the
Bonds.

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

SECTION 1. The School Board hereby authorizes the issuance of the Bonds
pursuant to this Resolution, in accordance with the Debt Act, to undertake the Refunding Project,
including the partial termination of the Fixed Payer Swap. Rhoads & Sinon LLP is retained by the
School District as its bond counsel in connection with the issuance of the Bonds and the Refunding
Project.

SECTION 2. The School Board finds that it is in the best financial interests of
the School District to sell the Bonds at private sale by negotiation and determines that the debt to be
incurred pursuant to this Resolution shall be nonelectoral debt.

-4-
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SECTION 3. The Refunding Project is authorized under Section 8241(b)(1) of
the Debt Act (reduction in total debt service over the life of the issue). The capital projects or
facilities originally financed by the 2007 Bonds, vary between a remaining useful life of at least
five (5) years and a remaining useful life of at least nineteen (19) years, with the aggregate
principal amount of the Bonds equal to the separate cost of each capital project or facility being
stated to mature prior to the end of such useful life. The first maturity of principal of the Bonds
will not be deferred beyond two years from the issue date of the Bonds.

SECTION 4. The School Board hereby authorizes its President or Vice
President to accept and execute the Proposal, and the Bonds shall be awarded in accordance with
the terms and conditions thereof, including the Purchase Price, within the Bond Parameters. The
School District’s Business Manager or Superintendent is hereby authorized to approve the final
terms and conditions of the Bonds, and the Addendum, within the Bond Parameters and at such
time as the Maximum Termination Price will not be exceeded. The Addendum so approved shall
be executed and delivered by the President or Vice President of the School Board and included as
a part of the Proposal accepted by this Resolution.

SECTION 5. The Bonds, when issued, will be fixed rate, general obligation
bonds of the School District.

SECTION 6. The Bonds shall be issuable as one or more series, as fully
registered bonds, without coupons, in denominations of $5,000 principal amount or any integral
multiple thereof.

Each of the Bonds shall bear interest from the interest payment date next preceding

the date of registration and authentication of such bond, unless: (a) such bond is registered and
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authenticated as of an interest payment date, in which event such bond shall bear interest from said
interest payment date; or (b) such bond is registered and authenticated after a Record Date
(hereinafter defined) and before the next succeeding interest payment date, in which event such
bond shall bear interest from such interest payment date; or (¢) such bond is registered and
authenticated on or prior to the Record Date next preceding the first interest payment date, in which
event such bond shall bear interest from the dated date of the Bonds; or (d) as shown by the records
of the Paying Agent, interest on such bond shall be in default, in which event such bond shall bear
interest from the date to which interest was last paid on such bond. Interest on each of the Bonds
shall be payable initially on a date selected by School District, and thereafter, semiannually, until
the principal sum thereof is paid or provision for payment thereof duly has been made. Except as to
distinguishing series or subseries, numbers, denominations, interest rates and maturity dates, the
Bonds and the Paying Agent’s certificates of authentication shall be substantially in the forms and
shall be of the tenor and purport hereinafter set forth, with insertions and variations (including
CUSIP numbers) approved by the School District, the Financial Advisor and the Paying Agent, as
may be appropriate for different series, subseries, denominations and maturity dates.

Principal, premium, if any, and interest with respect to the Bonds shall be payable in
lawful money of the United States of America.

The principal of and premium, if any, on the Bonds shall be payable to the registered
owners thereof or their transferees, upon presentation and surrender of the Bonds at the place or
places set forth in the Bonds. Payment of interest on the Bonds shall be made by check mailed to
the registered owners thereof whose names and addresses appear at the close of business on the

fifteenth (15th) day next preceding each interest payment date (the “Record Date”) on the
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registration books maintained by the Paying Agent on behalf of the School District, irrespective of
any transfer or exchange of any Bonds subsequent to the Record Date and prior to such interest
payment date, unless the School District shall be in default in payment of interest due on such
interest payment date. In the event of any such default, such defaulted interest shall be payable to
the persons in whose names the Bonds are registered at the close of business on a special record
date for the payment of such defaulted interest established by notice mailed by the Paying Agent on
behalf of the School District to the registered owners of the Bonds not less than fifteen (15) days
preceding such special record date. Such notice shall be mailed to the persons in whose names the
Bonds are registered at the close of business on the fifth (5th) day preceding the date of mailing,

If the date for payment of the principal of or interest on any Bonds shall be a
Saturday, Sunday, legal holiday or a day on which banking institutions in the Commonwealth are
authorized or required by law or executive order to close, then the date for payment of such
principal or interest shall be the next succeeding day that is not a Saturday, Sunday, legal holiday or
a day on which such banking institutions are authorized or required to close, and payment on such
date shall have the same force and effect as if made on the nominal date established for such
payment,

SECTION 7. Registration of the transfer of ownership of Bonds shall be made
upon surrender of any of the Bonds to the Paying Agent, accompanied by a written instrument or
instruments in form, with instructions, and with guaranty of signature satisfactory to the Paying
Agent, duly executed by the registered owner thereof or his attorney-in-fact or legal representative.
The Paying Agent shall enter any transfer of ownership of any of the Bonds in the registration

books and shall authenticate and deliver, at the earliest practicable time, in the name of the
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transferee or transferees, a new fully registered bond or bonds of authorized denominations of the
same series, maturity and interest rate for the aggregate principal amount that the registered owner
is entitled to receive. Bonds may be exchanged for a like aggregate principal amount of Bonds of
other authorized denominations of the same series, maturity and interest rate.

SECTION 8. The School District and the Paying Agent shall not be required to
register the transfer of or exchange any of the Bonds then considered for redemption during the
period beginning at the close of business on the fifteenth (15th) day next preceding any date of
selection of such Bonds to be redeemed and ending at the close of business on the day of mailing of
the notice of redemption, as hereinafter provided, or to register the transfer of or exchange any
portion of any of the Bonds selected for redemption in whole or in part until after the redemption
date.

SECTION 9. The School District and the Paying Agent may deem and treat
the persons in whose names the Bonds shall be registered as the absolute owners thereof for all
purposes, whether such Bonds shall be overdue or not, and payment of the principal of, premium, if
any, and interest on the Bonds shall be made only to or upon the order of the registered owners
thereof or their legal representatives, but registration of a transfer of ownership may be made as
herein provided. All such payments shall be valid and effectual to satisfy and discharge the liability
upon the Bonds, to the extent of the sum or sums so paid, and neither the School District nor the
Paying Agent shall be affected by any notice to the contrary.

SECTION 10.  The School District shall cause to be kept, and the Paying Agent
shall keep, books for the registration, exchange and transfer of Bonds in the manner provided herein
and therein so long as Bonds shall remain outstanding. Such registrations, exchanges and transfers
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shall be made without charge to bondholders, except for actual costs, including postage, insurance
and any taxes or other governmental charges required to be paid with respect to the same.

SECTION 11.  The Bonds shall bear interest, and a Purchase Price, resulting in
yield(s) to maturity, and principal shall mature or be payable upon mandatory sinking fund
redemptions, in the maximum amounts and in the fiscal years set forth in Exhibit B attached hereto
and a made part hereof.

SECTION 12.  The Bonds may be subject to optional redemption by the School
District prior to maturity, on such date or dates and under such terms as may be determined in the
manner described in Section 4 hereof. The Bonds may be subject to mandatory redemption prior to
maturity, determined in the manner described in Section 4 hereof, not in excess of any annual
principal payment amount set forth in Exhibit B hereof.

SECTION13.  The School District appoints the Paying Agent as the paying
agent with respect to the Bonds and directs that the principal of, premium, if any, and interest on the
Bonds shall be payable at a designated corporate trust office of the Paying Agent, in lawful money
of the United States of America.

SECTION 14.  The form of the Bonds, including the form of Assignment and
the form of the Paying Agent’s Certificate, shall be substantially as set forth in Exhibit C, which is
attached hereto and made part hereof, with appropriate insertions, omissions and variations.

SECTION 15.  The Bonds shall be executed in the name of and on behalf of the
School District by the manual or facsimile signature of the President or Vice President of the
School Board, and the official seal or a facsimile of the official seal of the School District shall be
affixed thereto and the manual or facsimile signature of the Secretary or Assistant Secretary of the
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School Board shall be affixed thereto in attestation thereof: and said officers are authorized to
execute and to attest the Bonds.

SECTION 16.  No bond constituting one of the Bonds shall be entitled to any
benefit under this Resolution nor shall it be valid, obligatory or enforceable for any purpose until
such bond shall have been registered and authenticated by the Certificate of Authentication
endorsed thereon duly signed by the Paying Agent; and the Paying Agent is authorized to register
and authenticate the Bonds in accordance with the provisions hereof.

SECTION 17.  The School District covenants to and with registered owners,
from time to time, of the Bonds that shall be outstanding, from time to time, pursuant to this
Resolution, that the School District shall: (i) include the amount of the debt service on the Bonds,
for each fiscal year of the School District in which the sums are payable, in its budget for that year,
(ii) appropriate those amounts from its general revenues for the payment of the debt service, and
(iii) duly and punctually pay or cause to be paid from the Sinking Fund (hereinafter identified) or
any other of its revenues or funds the principal of and interest on each of the Bonds at the dates and
places and in the manner stated therein, according to the true intent and meaning thereof; and, for
such budgeting, appropriation and payment, the School District shall and does pledge, irrevocably,
its full faith, credit and taxing power. As provided in the Debt Act, the foregoing covenant of the
School District shall be specifically enforceable.

SECTION 18.  There is created, pursuant to the requirements of the Debt Act,
one or more sinking funds for the Bonds (collectively, the “Sinking Fund”) including, if applicable,
multiple series or subseries, or a mandatory sinking fund. The Sinking Fund shall be administered

in accordance with applicable provisions of the Debt Act.
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SECTION 19.  The School District appoints the Paying Agent as the sinking
fund depositary with respect to the Sinking Fund.

SECTION 20.  The School District covenants to make payments out of the
Sinking Fund, or out of any other of its revenues or funds, at such times and in such annual
amounts, as shall be sufficient for prompt and full payment of all obligations of the Bonds when
due.

SECTION 21.  The School Board hereby authorizes the preparation of a
Preliminary Official Statement for use in the marketing of the Bonds and authorizes the
Superintendent of the School District to approve the form of such Preliminary Official Statement
and a final Official Statement with respect to the Bonds of the School District, with such insertions
and amendments as shall be necessary or appropriate to reflect the final terms and provisions of the
Bonds, the accepted Proposal and this Resolution. The President of the School Board shall affix his
or her signature to the Official Statement, as such officer, and such execution of the Official
Statement shall constitute conclusive evidence of the approval of the Official Statement by the
School Board.

SECTION 22.  The President or Vice President and the Secretary or Assistant
Secretary, respectively, of the School Board are authorized and directed, as required, necessary
and/or appropriate: (a) to prepare, to certify and to file with the Department the debt statement
required by the Debt Act; (b) to prepare and to file with the Department any statements required by
the Debt Act that are necessary to qualify all or any portion of the debt of the School District that is
subject to exclusion as self-liquidating or subsidized debt for exclusion from the appropriate debt

linit of the School District as self-liquidating or subsidized debt; (c) to prepare and to file the
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application with the Department, together with a complete and accurate transcript of the
proceedings for the required approval relating to the debt, of which debt the Bonds, upon issue, will
be evidence, as required by the Debt Act; (d) to pay or to cause to be paid to the Department all
proper filing fees required in connection with the foregoing; and (e) to take other required,
necessary and/or appropriate action.

The Schoo! Board authorizes and directs that an appropriate borrowing base
certificate be prepared for filing with the Department as required by the Debt Act. The President or
Vice President and the Secretary or Assistant Secretary, respectively, of the School Board are
hereby authorized to prepare and to execute, or to authorize the auditors of the School District to
prepare and to execute, such borrowing base certificate,

SECTION 23.  Ifapplicable, as determined from the Proposal, the School Board
authorizes and directs the purchase of municipal bond guaranty insurance with respect to the Bonds.
The officers and agents of the School District are authorized and directed to take all required,
necessary and/or appropriate action with respect to such insurance, as contemplated in the Proposal,
including the payment of the premium for such insurance.

SECTION 24.  The President or Vice President and the Secretary or Assistant
Secretary, respectively, of the School Board are authorized and directed to contract with the Paying
Agent for its services as paying agent for the Bonds and as sinking fund depositary in connection
with the Sinking Fund established for the Bonds.

SECTION 25. It is declared that the debt to be incurred hereby, together with
any other indebtedness of the School District, is not in excess of any limitation imposed by the Debt

Act upon the incurring of debt by the School District.
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SECTION 26.  The officers and agents of the School District are authorized to
deliver the Bonds and to authorize payment of all costs and expenses associated with issuance of
the Bonds as provided for in the Proposal, but only after the Department has certified its approval
pursuant to the provisions of the Debt Act or at such time when the filing authorized to be
submitted to the Department pursuant to the Debt Act shall be deemed to have been approved
pursuant to applicable provisions of the Debt Act.

SECTION 27.  The School District covenants to and with purchasers of the
Bonds (or any portion thereof intended to be exempt from federal taxation) that it will make no use
of the proceeds of such Bonds, or of any other obligations deemed to be part of the same “issue” as
any portion of such Bonds under applicable federal tax regulations, that will cause such Bonds to be
or become “arbitrage bonds” within the meaning of Section 103(b)(2) and Section 148 of the
Internal Revenue Code of 1986, as amended (the “Code”), and the regulations implementing said
Sections that duly have been published in the Federal Register or any other regulations
implementing said Sections, and the School District further covenants to comply with all other
requirements of the Code if and to the extent applicable to maintain continuously the Federal
income tax exemption of interest on such Bonds.

SECTION 28.  The School District hereby authorizes the optional redemption of
the Refunded 2007 Bonds within ninety (90) days of the issuance date of the Bonds (the
“Redemption Date™) in accordance with the rights and privileges reserved to the School District
under the terms of the Refunded 2007 Bonds and as described in the Addendum.

The Secretary of the School Board is hereby authorized and directed to give

irrevocable instructions to the paying agent for the Refunded 2007 Bonds to redeem the Refunded
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2007 Bonds in accordance with this election of the School Board, following the acceptance of the
final terms and conditions of the Bonds and Addendum as described in section 4 hereof.

If applicable, the School District, simultaneously with delivery of the Bonds, shall
enter into a bond retirement agreement or an escrow agreement (collectively, the “Bond Retirement
Agreement”) with Manufacturers and Traders Trust Company (the “Escrow Agent”), acting as
escrow agent and paying agent for the Refunded 2007 Bonds. The Bond Retirement Agreement
shall provide for a deposit of Bond proceeds into an escrow account with the Escrow Agent
sufficient to pay the debt service due on the Refunded 2007 Bonds through the Redemption Date.
The President or Vice President and the Secretary or Assistant Secretary, respectively, of the School
Board are authorized and directed to execute, to attest, and to seal, as appropriate, and to deliver the
Bond Retirement Agreement simultaneously with such delivery of the Bonds. The School District
approves the Bond Retirement Agreement in form satisfactory to the Solicitor and Bond Counsel
for the School District and as shall be approved by the officers of the School Board executing the
same. Such approval of such officers shall be conclusively presumed to have been given by their
execution of the Bond Retirement Agreement.

The officers and agents of the School District are hereby authorized and directed to
take all such actions as may be necessary and appropriate to accomplish the redemption and
retirement of the Refunded 2007 Bonds.

SECTION 29.  The President, Vice President or Treasurer of the School Board,
or the Superintendent or Business Manager, respectively, of the School District is each hereby
authorized and directed to execute and deliver agreements, orders or subscriptions for purchase of

United States Treasury Certificates of Indebtedness, Notes or Bonds, State and Local Government
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Series (“SLGS”), other securities of the United States of America, collateralized certificates of
deposit or other investments satisfying the requirements of 53 Pa.C.S. §8250, as described in the
Refunding Report, from proceeds of the Bonds and, if applicable, other funds to be deposited under
the Bond Retirement Agreement, and to do, to take and to authorize such other acts as shall be
necessary or appropriate to provide for retirement of the payment of principal and interest on the
2007 Bonds, as described in the Refunding Report and this Resolution.

SECTION30.  The President or Vice President and the Secretary or Assistant
Secretary, respectively, of the School Board are authorized and directed to sign documents and take
appropriate actions to partially terminate the Fixed Payer Swap, under the conditions described
herein.

SECTION 31.  The Secretary of the School Board is hereby authorized and
directed to execute and to submit to the Pennsylvania Department of Education, promptly following
settlement for the Bonds, the appropriate application and other documents and information
necessary to obtain stated reimbursement with respect to the debt service on the Bonds (including
the filing of appropriate PLANCON Parts, as applicable).

SECTION 32.  The School District shall enter into, and hereby authorizes and
directs the President or Vice President of the School Board to execute, a Continuing Disclosure
Certificate (the “Certificate”) on behalf of the School District on or before the date of issuance and
delivery of the Bonds. Such Certificate shall be executed and delivered to satisfy the terms and
conditions of the accepted Proposal for sale of the Bonds and Securities and Exchange Commission
Rule 15¢2-12, and shall be substantially in the form presented to this meeting, which is hereby
approved, together with any changes therein made and approved by the executing officer of the
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School Board, whose execution and delivery thereof shall constitute conclusive evidence of such
approval. A copy of the Certificate shall be filed with the Secretary of the School Board and shall
be and hereby is made part of this Resolution.

The School District hereby covenants and agrees that it will comply with and carry
out all of the provisions of the Certificate. Notwithstanding any other provision of this Resolution,
failure of the School District to comply with the Certificate shall not be considered an event of
default with respect to the Bonds; however, any registered owner of the Bonds may take such
actions as may be necessary and appropriate, including seeking mandamus or specific performance
by court order, to cause the School District to comply with its obligations under this Section and
such Certificate.

SECTION 33.  The Bonds shall be made available for purchase under a book-
entry only system available through The Depository Trust Company, a New York corporation
(“DTC”). If applicable, at or prior to settlement for the Bonds, the School District and the Paying
Agent shall execute or signify their approval of a Representation Letter in substantially the form on
file with DTC (the “Representation Letter”). The appropriate officers of the School District and the
Paying Agent shall take such action as may be necessary from time to time to comply with the
terms and provisions of the Representation Letter, and any successor paying agent for the Bonds, in
its written acceptance of its duties under this Resolution, shall agree to take any actions necessary
from time to time to comply with the requirements of the Representation Letter.

SECTION 34.  Notwithstanding the foregoing provisions of this Resolution, the

Bonds of each series shall initially be issued in the form of one fully-registered bond for the
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aggregate principal amount of the Bonds of each maturity, and the following provisions shall apply
with respect to the registration, transfer and payment of the Bonds:

(a) Except as provided in subparagraph (g) below, all of the Bonds shall
be registered in the name of Cede & Co., as nominee of DTC; provided that if DTC
shall request that the Bonds be registered in the name of a different nominee, the
Paying Agent shall exchange all or any portion of the Bonds for an equal aggregate
principal amount of Bonds of the same series, interest rate and maturity registered in
the name of such nominee or nominees of DTC.,

(b}  No person other than DTC or its nominee shall be entitled to receive
from the School District or the Paying Agent either a Bond or any other evidence of
ownership of the Bonds, or any right to receive any payment in respect thereof,
unless DTC or its nominee shall transfer record ownership of all or any portion of
the Bonds on the registration books (the “Register”) maintained by the Paying Agent
in connection with discontinuing the book-entry system as provided in subparagraph
(g) below or otherwise.

(c) So long as any Bonds are registered in the name of DTC or any
nominee thereof, all payments of the principal or redemption price of or interest on
such Bonds shall be made to DTC or its nominee in accordance with the
Representation Letter on the dates provided for such payments under this
Resolution. Each such payment to DTC or its nominee shall be valid and effective
to fully discharge all liability of the School District or the Paying Agent with respect

to the principal or redemption price of or interest on the Bonds to the extent of the
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sum or sums so paid. In the event of the redemption of less than all of the Bonds
outstanding of any maturity, the Paying Agent shall not require surrender by DTC or
its nominee of the Bonds so redeemed, but DTC (or its nominee) may retain such
Bonds and make an appropriate notation on the Bond certificate as to the amount of
such partial redemption; provided that DTC shall deliver to the Paying Agent, upon
request, a written confirmation of such partial redemption and thereafter the records
maintained by the Paying Agent shall be conclusive as to the amount of the Bonds
of such maturity which have been redeemed.

(d The School District and the Paying Agent may treat DTC (or its
nominee) as the sole and exclusive owner of the Bonds registered in its name for the
purposes of payment of the principal or redemption price of or interest on the
Bonds, selecting the Bonds or portions thereof to be redeemed, giving any notice
permitted or required to be given fo holdefs of Bonds under this Resolution,
registering the transfer of Bonds, obtaining any consent or other action to be taken
by holders of Bonds and for all other purposes whatsoever; and neither the School
District nor the Paying Agent shall be affected by any notice to the contrary. Neither
the School District nor the Paying Agent shall have any responsibility or obligation
to any participant in DTC, any person claiming a beneficial ownership interest in the
Bonds under or through DTC or any such participant, or any other person which is
not shown on the Register as being a registered owner of Bonds, with respect to
(1) the Bonds, (2) the accuracy of any records maintained by DTC or any such

participant, (3) the payment by DTC or any such participant of any amount in
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respect of the principal or redemption price of or interest on the Bonds, (4) any
notice which is permitted or required to be given to holders of the Bonds under this
Resolution, (5) the selection by DTC or any such participant of any person to
receive payment in the event of a partial redemption éf the Bonds, and (6) any
consent given or other action taken by DTC as holder of the Bonds.

(e) So long as the Bonds or any portion thereof are registered in the
pame of DTC or any nominee thereof, all notices required or permitted to be given
to the holders of such Bonds under this Resolution shall be given to DTC as
provided in the Representation Letter.

® In connection with any notice or other communication to be
provided to holders of Bonds pursuant to this Resolution by the School District or
the Paying Agent with respect to any consent or other action to be taken by holders
of Bonds, DTC shall consider the date of receipt of notice requesting such consent
or other action as the record date for such consent or other action, provided that the
School District or the Paying Agent may establish a special record date for such
consent or other action. The School District or the Paying Agent shall give DTC
notice of such special record date not less than 15 calendar days in advance of such
special record date to the extent possible.

(2 The book-entry only system for registration of the ownership of the
Bonds may be discontinued at any time if either (1) after notice to the School
District and the Paying Agent, DTC determines to resign as securities depository for

the Bonds, or (2) after notice to DTC and the Paying Agent, the School District
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determines that continuation of the system of book-entry transfers through DTC (or
through a successor securities depository) is not in the best interests of the School
District. In either of such events (unless in the case described in clause (2) above,
the School District appoints a successor securities depository), the Bonds shall be
delivered in registered certificate form to such persons, and in such maturities and
principal amounts, as may be designated by DTC, but without any liability on the
part of the Schoo! District or the Paying Agent for the accuracy of such designation.
Whenever DTC requests the School District and the Paying Agent to do so, the
School District and the Paying Agent shall cooperate with DTC in taking
appropriate action after reasonable notice to arrange for another securities depository
to maintain custody of certificates evidencing the Bonds.

SECTION 35.  Any reference in this Resolution to an officer or member of the
School Board shall be deemed to refer to his or her duly qualified successor in office, or other
authorized representative, if applicable.

SECTION 36.  This Resolution shall be effective in accordance with the Debt
Act.

SECTION 37. In the event any provision, section, sentence, clause or part of
this Resolution shall be held to be invalid, such invalidity shall not affect or impair any remaining
provision, section, sentence, clause or part of this Resolution, it being the intent of the School
District that such remainder shall be and shall remain in full force and effect.

SECTION 38.  All resolutions or parts of resolutions, insofar as the same shall

be inconsistent herewith, shall be and the same expressly are repealed.
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DULY ADOPTED, by the School Board, in lawful session duly assembled, this

15™ day of August, 2011.

ATTEST:

(Assistant) Secretary of the Board of
School Directors

(SEAL)

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

By:

(Vice) President of the Board of
School Directors
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BETHLEHEM AREA SCHOOL DISTRICT

SERIES OF 2007 VRDB
1 2 3 4 5 ] 7 8
Remaining Remaining
Fiscal Year Principal Estimated Fiscal Year Fiscal Year State Locat
Endina  Pavmeni Date Erincipgf Raie"™ Imgrest ™ Debt Service ™ aig ™ Effort
63042012 11102012 5,000 8.000 2,565,566.67 2,570,566.67 (38,818.37} 2,531,748.30
6/30/2013 14112013 5,000 8.000 4,387,833.33 4,402,833.33 (66,256.,33) 4,336,577.00
63012014 17172014 5,000 8.000 4,397,432.33 4,402,433.33 (66,250.34) 4,336,182.98
630/2015 17172015 5,000 §.000 4,397,033.33 4,402,033.33 {68,244.35) 4,335,788.98
8/30/2016 1112016 5,000 8.000 4,398,833.33 4,401,633.33 (66,238.36) 4,335,394.97
6130/2017 112017 5,000 8.000 4,398,233.33 4,401,233.33 (66,232.37) 4,335,000.96
6/30/2018 1172018 5,000 8.000 4,395,833.33 4,400,833.33 (66,226.38) 4,334,608.95
6/3012019 1/1/2019 9,000 8.C00 4,305,433.33 4,400,433.33 (66,220.39) 4,334,212.94
613072020 111/2020 5,000 8.000 4,395,033,33 4,400,033.33 (66,214.40) 4,333,818.93
6/30/2021 12029 5,000 8.000 4,394,633.33 4,389,633.33 (66,208.41) 4,333,424.92
6/30/2022 11142022 5,000 8.000 4,384,233.33 4,399,233.33 (66,202.42) 4,333,030.91
6/30/2023 11172023 3,045,000 8.000 4,292 600.00 7,337,500.00 {307,471.62) 7,030,0268.38
6/30/2024 17412024 3,185,000 8.000 4,044,233,33 7,229,233.33 {314,935.10} 6,914,268.23
6/30/2025 1/4/2025 3,335,000 8.000 3,784.433.33 7,119,433.33 {323,024.53) 6,796,408.81%
613072028 11112026 3,485,000 8.0600 3,512,300.00 7.007,300.00 {331,727.82) 6,675,572.08
63072027 1142027 3,665,000 8.000 3,227,033.32 6,892,033.33 {341,033.31) 6,551,000.02
8/30/2028 1172028 3,835,000 8,000 2,928,166.87 §,763,166.67 {350,135.04) 6,413,031.63
6/30/2029 1712029 4,020,000 8.000 2,615,200.00 8,635,200.60 {360,223.61) 6,274,976.38
6302030 17412030 4,215,000 8.000 2,287,100.00 6,502,100.00 (370,884.23) 6,131,215.77
6/3072031 11/2031 12,760,000 8.000 1,665,066.67 14,425,066.67 (1,044,024.33) 13,381,042.34
6/30/2032 11142032 13,370,000 8.000 623,933.33 13,993,833.33 {1,077,151.74) 12,916,781.58
TOTALS 54,980,000 75,5065,866.67 130,485,866.67 (5,521,723.80) 124,864,143.07
. " ASSUMED RATE
PE% 17.40% Temp Pay Fixed Swap Rate 4.145)
AR% 45.90% {2010 - 2011) Recelve Varlabla Swap Rate {0.400)
Pay Varabla Rate Bonds & Admin 3.500
Future LOC Contingency 0.765

ALL-IN ASSUMED RATE

[1] Assumes rate of 8.00% for kife of Bonds
{2] Does not nchude debt service or local effort payments already made during the current flscal year
[3] Local effort based an undertying VRDB rate, assumed to be 1.50% for the life of the Bonds

12,000

11.000

10.000
9.000

8.000

7.000

All-in Rate (%)

6.000

s000 1\

4.000 R e S i

& u,"' Q\:" N
& y"fff «é*" SR
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{EETHLEHEM ARER . .HOOL DISTRIGT
SERIES OF 2007 Vi

Bonds {0 be refundec: - BASD Authority Series A of 2011 Bon. "Variable Refe)

1 2 3 4 5 [
Remaining Remaining
Fiscal Year “sncipal Fiscal Year Fiscal Year
Ending Pay:  tDate Principal Interest ™ Debt Service ™
6/30/2012 212012 1,392,533.33 1,392,533.33
6/30/2013 H2013 2,387,200.00 2,387,200.00
6/30/2014 112014 2,387,200,00 2,387,200.00
6/30/2015 42015 2,387,200,00 2,387,200.00
6/30/2016 *12018 2,387,200.00 2,387,200.00
6/30/2017 2017 2,387,200.00 2,387,200,00
6/30/2018 2018 2,387,200.00 2,387,200.00
6/30/2019 2019 2,387,200.00 2,387,200.00
6/3042020 2020 2,387,200.00 2,387,200.00
673072021 2021 2,387,200.00 2,387,200.00
6/30/2022 172022 2,387,200.00 2,387,200.00
6/30/2023 /2023 2,387,200.00 2,387,200.00
83072024 +2024 2,387,200.00 2,387,200.00
6/30/2025 112028 2,387,200.00 2,387,200.00
8/30/2028 12026 2,387,200.00 2,387,200.00
6/30/2027 2027 2,387,200.00 2,387,200.00
6/30/2028 112028 2,387,200.00 2,387,200.00
6/30/2029 2029 2,387,200,00 2,387,200.00
6/30/2030 112030 3,710,000 2,263,533.33 5,973,533.33
6/30/2031 12031 12,760,000 1,665,066.87 14,425,066.67
6/30/2032 /2032 18,376,000 623,933.33 13,993,933.33
TOTA 29,840,000 46,527,466.67 78,367.466.67
PE% 1 A Temp Pay Fixed Swa. Rale .
AR% 4 {2010 - 2011) Recaive Varlab's Swap Rate
Pay Variable i-.ie Bonds & Admin
Future LOC C«. Hngency
ALL-IN ASSUHZED RATE
M Assumes rate of & % for ¥fe of Bonds

(2] Does not Include ¢+ service or local effort payments already mada during the current fiseal year
[3} Locat effort based . inderlying VROB rate, assumed to be 1.50% for the fife of the Bonds

7

Stals
A ®

(20,853.01)
(35,748.02)
(35,748.02)
(35.748.02)
(35,748.02)
(35.748.02)
(35,748.02)
(35,748.02)
(35,748.02)
(35,748.02)
(35,748.02)
(35,748.02)
(35.748.02)
(35,748.02)
(35,748.02)
(35,748.02)
(35,748.02)
(35.748.02)
(330,198.99)
(1,044,024.33)
(4,077,151.74)

{3.070,844.44)

8

Local

Effert

1,371,680.32
2,361,451.08
2,351,451,98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.08
2,351,451.68
2,351,451.99
2.,351,451.98
5,843,334.34
13,381,042.34
12,916,781.59

73,287,522.23

12.000
11.000
10.000
9.000
8.000
7.000

All-In Rate {%)

6.000

5.000

4.000 -

4 - Min~ : 2E —THO:‘?M&.

9/25/2008F ‘-

EL R ~.
FES f’ f" m«» o P

o
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WBETHLEHEM AREA SCHOOL DISTRICT
SERIES OF 2007 VRDB

Bonds lo be refunded by BASD Serles of 2011 Bonds (Fixed Rate}

1 2 3 4
Flscal Yaar Principal Estimated
Endng  Pavment Oate Pringlpa Rate !
6/30/2012 1172012 5,000 8.000
6/30/2013 11172013 5,000 8.000
6/30/2014 1/1/2014 5,000 8.000
6/30/2016 1172015 5,000 8.000
6/30/2018 11442016 5,000 8,000
6/30/2017 112017 5,000 8.000
6/30/2018 11172018 5,000 8.000
6/30/2018 1112019 5,000 8.000
6/30/2020 1112020 5,000 8.000
6/30/2021 1172021 5,000 8.000
6/30/2022 nree2 5,000 8.000
6/30/2023 11112023 3,045,000 8.000
6/30/2024 11112024 3,185,000 8.000
6£30{2025 171172025 3,335,000 8.000
8/30/2026 11112026 3,495,000 8.000
6£30f2027 1112027 3,665,000 8.000
6/30/2028 1/1/2028 3,835,000 8.000
6£30/2020 11142029 4,020,000 8.000
6/30/2030 171/2030 605,000 8.000
6/30/2031 11172031 8.000
6/30/2032 17172032 8.000
TOTALS 25,140,000

PE%
AR%

[1] Assumes rala of 8.00% for Me of Bonds
{2] Doss not include debt servica or local effort payments already mads during the current fiscal year
[3] Local affort based on underlying VROB rate, assumed to be 1.50% for the Iife of the Bonds

17.40% Temp
45.90% (2010 - 2011}

Pay Fixad Swap

5
Remaining
Fiscal Year

Interest @

1,173.033.33
2,010,633.33
2,010,233.33
2,009,833.33
2,009.433.33
2,009,033.33
2,008,633.33
2,008,233.33
2,007,833.33
2,007 433.33
2,007 033.33
1,905,300.00
1,657,033.33
1,397,233,33
1,125,100.00
839,833.33
540,966.67
228,000.00
23,568,687
Q.00

0.00

28,978,400.00

" ASSUMED RATE

Rata

Recaiva Variable Swap Rate
Pay Varlable Rate Bonds & Admin

Future LOC Contingency

<]
Remalning
Fiscal Year

Debt Serviee !

1,178,033.33
2,015,633.33
2,015,233,33
2,014,833.33
2,014,433.33
2,014,033.33
2,013,633.33
2,013,233.33
2,012,833.33
2,012,433.33
2,012,033.33
4,950,300.00
4,842,033.33
4,732,233.33
4,620,100.00
4,504,833.33
4,375,966.87
4,248,000.00
528,566.67
0.00

0.00

54,118,400.00

ALL-IN ASSUMED RATE

Alkin Rate (%)

12.000

11.000

10.000

9.000

2,000

7.000

6.000

5.000 A

4.000
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State
AdH

(17,965.36)
(30,508.31)
(30,502.32)
(30,496.33)
(30,490.34)
{30,484.35)
{30,478.36)
(30,472.37)
{30,486.38)
(30,460.39)
(30,454.40)

(271,723.60)

(279,187.08)

(287,276.50)

(295,973.80)

(305,285.28)

(314,387.02)

(324,475.59)
(40,885.24)

(2,441,779,18)

. HISTORIG RATES

Locsal

Effort

1,160,067.98
1,885,125.02
1,984,731.01
1,984,337.00

1,983,942.09
1,983,548.98
1,983,154.97
1,982,760.96
1,882,366.95
1.981,872.94
1,981,578,93
4,678,576.40
4,562,846.26
4,444,956,83
4,324,120.10
4,199,548.04
4,081,579.65
3,823,524.41

487,881.43

51,676,620.84

8/8/2011

5/26/2011




BETHLEHEM AREA SCHQOL DISTRICT
AMOUNT TO PREPAY BONDS

1 2 3 4

Date Prncioal Interest™ Requirsd
111142011 54,880,000.00 0.00 54,680,000.00
TOTALS 54,980,000.00 0.00 54,980,000.00

{1] Assumes District makes regulary scheduled 11/1/2011 monthly
paymsent

Public Financial Management, Inc.




BETHLEHEM AREA SCHOQOL DISTRICT AUTHORITY
(Bethlehem Area School District Refunding Project)

Saltle 11172011
Saries A of 2011 Defed 111472011
1 2 3 4 5 8 7 8 9 10
Fiscal Year Estimated Fiscal Year State Proposad Existing Local Effort
Enging Dale  Prncipal  Rate™ Interest  Defl Sorvice Alg# Local E Lacal Effor} Savings
6/30/2012 111420142 5,000 4.800 839,900.00 844,900.00 (67.478.78) 777.421.22 1,371,680.32 594,259,10
6/30/2013 1142013 5,000 4,800 1,438,660.00 1,444,660.00  (115,.379.22) 1,329,280.78 2,351,451.98 1,022,171.18
6/30/2014  1/1/2014 5,000 4.800 1,439,420.00 1,444,42000  (115,360.05) 1,329,059.95 2,351,451.98 1,022,392.03
6/30/2015 1172015 5,000 4,800 1,438,180.00 1,444,180.00  (115,340.88) 1,328,839.12 2,351,451.98 1,022,612.86
63012018 1/1/2016 5,000 4,800 1,438,840.00 1.443,040.00  {115,321.71) 1,328,618.29 2,351,451.98 1,022,833.69
6/3012017 11172017 5,000 4.800 1,438,700.00 1,443,700.00  {115302.54) 1,328,397 46 2,351,451.98 1,023,054.52
6/30/2018  1/172018 5,000 4.800 1,438,460.00 1,443,460.00  (115,283.38) 1.328,176.62 2,351,451,98 1,023,275.35
6/302019  1/1/2019 5,000 4.800 1,438,220.00 1,443,220.00  (115,264.21) 1,327,955.79 2,351,451.08 1,023,496.19
613012020 114/2020 5,000 4.800 1,437,880.00 1,442,980.00  {115,245.04) 1,327,734.98 2,351,451.98 1,023,717.02
6/30/2021 17172021 5,000 4.800 1,437,740.00 1.442,740.00 (115,225.87) 1,327,514,13 2,351,451.98 1,023,937.85
8/3012022 172022 5,000 4.800 1,437,500.00 1,442,500.00  (115.206.71) 1,327,293.30 2,361,451.98 1,024,158.68
6/30/2023  1/1/2023 5,000 4,800 1,437,260.00 1,442,260.00  (115,187.54) 1,327,072.46 2,351,451.98 1,024,379.52
6/30/2024 11112024 5,000 4.800 1,437,020.00 1,442,020.00  (115,168.37) 1,326,851.63 2,351,451.98 1,024,600.35
6/30/2025  1/1/2025 5,000 4.800 1,436,780.00 1,441,780.00  {115,149.20) 1,326,830.80 2,351,451.98 1.024,821.18
6/30/2026  1/1/2025 5,600 4.800 1,436,540,00 1,441,540.00  (115,130.03) 1,326,408.97 2,351,451.98 1,025,042.01
6/30/2027  1/1/2027 5,000 4.800 1,436,300.00 1,441,300.00  (115.,110.87) 1,326,189.13 2,351,451.08 1,025,262.84
6/30/2028 11172028 5,000 4.800 1,438,060.00 1,441,080.00  (115,081.70) 1,325,968.30 2,351,451.98 4,025,483.88
§/30/2020  1M/2020 5,000 4.800 1,435,820.00 1,440,820.00  (115,072.53) 1,325,747.47 2,351,451.98 1,025,704 .51
6/30/2030  1/1/2030 2,095,000 4.800 1,3983,780.00 3,488,780.00  (278,634.90) 3,210,145.10 §,643,334.34 2,433,180.25
6/30/2031  1/1/2031 13,620,000 4.800 1,062,720.00  14,882,720.00 {(1,172,650.12)  13,510,069.88  13,381,042.34 (129,027 .54)
6/30/2032  1/1/2032 14,195,000 4.800 397.460.00  14,592,460.00 (1,165441.41)  13,427,018.539  12,916,781.59 (540,237.00)
TOTALS 30,000,000 28,135,440,00  58,135440.00 (4,843,045.06) 53,492,384.95 73,287,522.23  19,795,127.28
PE% 17.40% {(Estimated)
ARY% 45,90% (2010-2011)
i) JFASSUMED INTEREST RATE
Pay Fixed Swap Rate 4.145
Recslve Variable Swap Rate (60% of 1 Month LIBOR + 0.345%) (0457} As of 7/18

Pay FRN Basa Rate (68% of { Month LIBOR)

0.127 As of 7/18

Pay FRN Spread (75 bps) 0.750 Estimaled
Contingency Q.23 Estimaled
ALL-IN RATE 4.800 Estimated

Public Financial Management, Inc.




PBETIF&EHEM AREA 3CHOOL DISTRICT

SERIES OF 2011 Setlie 114172011
Fixed Rate Bond fsaue Datsd 11172011
1 2 3 4 5 8 7 8 9 10 11
Seml-Annuai Fiscal Year State Proposed Existing tocal Effort
Date  Prnclosd Coupon  Yield Iotwrest  Dobl Serdico  Qebt Servica Ad  LocalBfiort  Logal Effort Savings
11172012 680,000 1700 1.700 248,263.67 028,263.67 928,263.67 (56,880.75) 871,382.92 1,160,067 .98 288,686.06
7142012 739,011.00 739,011.00
11472013 5,000 1.850 1.850 739,011.00 744,011.00 1,483,022.00 (90,874 .40} 1,392,147.60 1,985,125.02 592,977.42
7142013 738,964.75 738,964.75
11112014 5,000 1.990  1.990 738,964,75 743,964.75 1,482,829.50 (90.868.73) 1,392,060.77 1,984,731.01 592,670.24
712014 738.915.00 738,915.00
11112015 5000 2170 2470 738,915.00 743,315.00 1,482,830.00 (90,862.63) 1,391,987.37 1,984,337.00 592,360.63
71112015 738,860.75 738,860,756
17142016 5000 2500 2500 738,860.75 743,860,785 1,482,721.50 (90,855.98} 1,391,885.52 1,983,042.96 592,077 .47
71112018 738,798.25 738,798.25
112017 5000 2.850 2850 738,798.256 743,798.25 1,482,598.50 {90,848.32) 1,381,748.18 1,983,548.98 591,800.80
71112017 738,727.00 738,727.00
11112018 5,000 3180 3180 738,727.00 743,727.00 1,482,454.00 {80,839.59) 1.391,614.41 1,983,154.97 591,540.56
712018 738,647.25 738,847.26
14112018 5000 3500 3500 738,647.25 743,647.25 1,482,284.50 (90,829.82) 1,391,464 .68 1,982,760.96 581,206.28
71112019 738,559.75 738,559.75
11172020 5,000 3720 3.720 738,559.75 743,558.76 1,482,119.50 (90,819.10) 1,391,300.40 1,882,366.95 591,066.55
77472020 738,466.75 738,466.75
11112021 5000  3.880 3.880 738,466,756 743,466.75 1,481,933.50 (80,807.70) 1,391,125.80 1,981,872,94 590,847.14
72021 738,369.75 738,369.76
412022 5000 4080 4.060 738,369.75 743,369.75 1,481,739.50 {9G,795.81} 1,380,043.69 1,981,578.93 590,635.24
7112022 738,268.25 738,268.25
11172023 3,690,000 4.230 4230 738,268.25 4,428,268,25 5,166,536.50  {316,587.27) 4,849,849.23 4,678,576.40 {171,372.83)
7112023 - £60,224.75 660,224.75
11112024 3,830,000 4.370 4370 €60,224.75 4,490,224.75 5,150,449.50 (315,601.52) 4,834,847.08 4,562,848.26 {272,001.72)
7112024 576,539.25 576,539.25
14112025 4015000 4490 4.490 578,538.25 4,591,530.25 5,168,078.50  {316,881.76) 4,851,396.74 4,444,956.83 {406,439.91)
71112025 488,402.50 486,402.50
11172026 4,175,000 4580 4.580 486,402,50 4,661,402.50 §,147,805.00  (315,438.47) 4,832,365.53 4,324,120.10 {508,245.43)
71112026 390,795.00 380,785.00
11172027 4,305,000 4670 4.670 390,795.00 4,695,705.00 5,086,590.00  (311,888.43) 4,774,901.57 4,199,548.04 (575,353.52)
THR0Z7 290,273.25 280,273.25
11112028 4475000 4760 4760 290,273.25 4,785,273.25 5,055,546,50  (309,786.20) 4,745,760.30 4,081,579,65 (684,180.86)
71112028 183,768.25 183,768.25
1/1£2029 4,665,000 4850 4.850 183,768,256 4,848,768.25 5,032,536.50  (308,376.22) 4,724,160.28 3,923.524.41 {800,635.87)
71112028 70,642.00 70,842.00
1/1/2030 2,860,000 4940 4.940 70,642.00 2,930,642.00 3,001,284.00  {183.808.18) 2,817,375.82 487,881.43  (2,320,494.38)
7112030
1712031
71112031
11412032
TOTALS 32,745,000 21,818,730.67  54,661,730.67  54,561,720,67 (3,343,351,89)  51,218,378.78  51,676,620.84 458,242.06
PE% 13.35%  (Recalculated)
AR% 45.90% (2010~ 2011)

Public Financial Management, Inc.




BETHLEHEM AREA SCHQOL DISTRICT
SERIES OF 2011
Composition of the Jssue

séurces: -~ o o o] [ Fxep. ] [ VARABIE ]
Bonds 32,745,000.00 30,000,600. 62,745,000.00
Accrued Interast 0.00 0.00 0.00
Total 32,745,000.00 30,000,000.00 62,745,000.00
WUSES: - ivim Dol oy T cemieosr o nFL W TUFEXED L [ VARIABEE - | LTBTAE ]
Estimated Amount to Prepay 2007 VRDB 25,140,000.00 29,840,000.00 54,980,000.00
Estimatad Partlel Swap Termination Amount 6,83G,000.00 0.0¢ 6,830,000.00
Undervwriter's Discount 261,980.00 0.00 261,960.00
Band Insurance 409,212,98 0.00 409,212.98
Original Issue Discount/(Premium) Q.00 0.00 0.00
Costs of Issuance 100,000.00 150,000.00 250,000.00
Miscellansous Expanses/Rounding 3,827 02 10,000,00 13,827.02
Total 32,745,000.00 30,000,000.00 62,745,000.00

Dated Date 111172011

Setflament Date 117412014

FIXED RATE PORTION ONLY
Yleld of the [ssue {Including Swap) 7.158332)
Yield of the Issue {excluding Swap) 4.756138

Public Financial Management, Inc.




822545.2

EXHIBIT B

BETHLEHEM AREA SCHOOL DISTRICT
Northampton and Lehigh Counties, Pennsylvania
$37,000,000 Maximum Aggregate Principal Amount

General Obligation Bonds
Annual Principal Payment Schedule*

Principal Maturity or
School District Fiscal Year Maximum Yield to Mandatory Sinking Fund
(Ending June 30) Maturity Payment Amount
2012 6% $ 800,000
2013 6% $ 25,000
2014 6% $ 25,000
2015 6% $ 25,000
2016 6% $ 25,000
2017 6% $ 25,000
2018 6% § 25,000
2019 6% $ 25,000
2020 6% $ 25,000
2021 6% $ 25,000
2022 6% $ 25,000
2023 6% $4,185,000
2024 6% $4,325,000
2025 6% $4,510,000
2026 6% $4,670,000
2027 6% $4,800,000
2028 6% $4,970,000
2029 6% $5,160,000
2030 6% $3,330,000

*Includes principal maturities and mandatory sinking fund redemptions.

EXHIBIT B
Page 1l of 1




822545.2

EXHIBIT C

(FORM OF BOND)

[The following Legend is to be printed on any Bonds registered in the name of The Depository
Trust Company or Cede & Co., its nominee: “Unless this certificate is presented by an
authorized representative of The Depository Trust Company, a New York corporation
(“DTC?), to the Issuer or its agent for registration of transfer, exchange or payment, and any
certificate issued is registered in the name of Cede & Co. or in such other name as is
requested by an authorized representative of DTC (and any payment is made to Cede & Co.
or to such other entity as is requested by an authorized representative of DTC), ANY
TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSON IS WRONGFUL in as much as the registered owner hereof, Cede &

Co., has an interest herein.”]

Number $ !
UNITED STATES OF AMERICA
COMMONWEALTH OF PENNSYLVANIA
COUNTIES OF NORTHAMPTON AND LEHIGH
BETHLEHEM AREA SCHOOL DISTRICT
GENERAL OBLIGATION BOND, SERIES OF 2011
INTEREST MATURITY DATED DATE
RATE DATE OF SERIES CUSIP
%

REGISTERED OWNER: CEDE & CO.
PRINCIPAL SUM: DOLLARS ($ )

BETHLEHEM AREA SCHOOL DISTRICT, Northampton and Lehigh Counties,

Pennsylvania (the “Issuer™), a school district existing under laws of the Commonwealth of

Pennsylvania (the “Commonwealth”), for value received, promises to pay to the order of the

EXHIBIT C
Page 1 of 12



822545.2

registered owner named hereon, or registered assigns, on the maturity date stated hereon, upon
presentation and surrender hereof, the principal sum stated hereon, unless this General Obligation
Bond, Series of 2011 (the “Bond™), shall be redeemable and duly shall have been called for
earlier redemption and payment of the redemption price shall have been made or provided for,
and to pay semiannually on Januvary 1 and July 1 of each year, beginning January 1, 2012, to the
registered owner hereof, interest on said principal sum, at the rate per annum stated hereon, until
said principal sum has been paid or provision for payment thereof duly has been made. Interest
on tﬁis Bond shall be payable from the interest payment date next preceding the date of
registration and authentication of this Bond, unless: (a) this Bond is registered and authenticated
as of an interest payment date, in which event this Bond shall bear interest from such interest
payment date; or (b) this Bond is registered and authenticated after a Record Date (hereinafter
defined) and before the next succeeding interest payment date, in which event this Bond shall
bear interest from such interest payment date; or (c) this Bond is registered and authenticated on

or prior to the Record Date next preceding January 1, in which event this Bond shall bear interest

from ; or (d)as shown by the records of the Paying Agent (hereinafter
defined), interest on this Bond shall be in default, in which event this Bond shall bear interest
from the date to which interest was last paid on this Bond. The interest on this Bond is payable
by check drawn on Manufacturers and Traders Trust Company (the “Paying Agent™), or its
successor. The principal of and premium, if any, on this Bond, when due, are payable upon
surrender hereof at the designated corporate trust office of the Paying Agent. Payment of the

interest hereon shall be made to the registered owner hereof whose name and address shall

EXHIBIT C
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appear, at the close of business on the fifteenth (15th) day next preceding each interest payment
date (the “Record Date”), on the registration books maintained by the Paying Agent, irrespective
of any transfer or exchange of this Bond subsequent to such Record Date and prior to such
interest payment date, unless the Issuer shall be in default in payment of interest due on such
interest payment date. In the event of any such default, such defaulted interest shall be payable to
the person in whose name this Bond is registered at the close of business on a special record date
for the payment of such defaulted interest established by notice mailed by the Paying Agent to

the registered owner of this Bond not less than fifteen (15) days preceding such special record

date. Such notice shall be mailed to the person in whose name this Bond is registered at the close
of business on the fifth (5th) day preceding the date of mailing. Principal, premium, if any, and
interest with respect to this Bond are payable in lawful money of the United States of America.
This Bond is one of a series of bonds of the Issuer, known generally as “General
Obligation Bonds, Series of 20117 (the “Bonds™), all of like date and tenor, except as to numbers,

denominations, dates of maturity, rates of interest, and provisions for redemption, in the maximum

aggregate principal amount of Dollars ($ ).

The Bonds have been authorized for issuance in accordance with provisions of the

Local Government Unit Debt Act, 53 Pa.C.S. Chs. 80-82 (the “Debt Act”), of the Commonwealth,

and by virtue of a duly adopted resolution (the “Resolution™) of the Issuer. The Debt Act, as such
shall have been in effect when the Bonds were authorized, and the Resolution shall constitute a

contract between the Issuer and registered owners, from time to time, of the Bonds.
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The Issuer has covenanted, in the Resolution, to and with registered owners, from
time to time, of the Bonds that shall be outstanding, from time to time, pursuant to the Resolution,
that the Issuer shall: (i) include the amount of the debt service for the Bonds, for each fiscal year of
the Issuer in which such sums are payable, in its budget for that year, (ii) appropriate such amounts
from its general revenues for the payment of such debt service, and (iii) duly and punctually pay or
cause to be paid, from the sinking fund established under the Resolution or any other of its revenues
or funds, the principal of and interest on each of the Bonds at the dates and place and in the manner
stated therein, according to the true intent and meaning thereof, and, for such budgeting,
appropriation and payment, the Issuer has pledged and does pledge, irrevocably, its full faith, credit
and taxing power.

This Bond shall not be entitled to any benefit under the Resolution, nor shall it be
valid, obligatory or enforceable for any purpose, until this Bond shall have been authenticated by
the Paying Agent.

The Bonds are issuable only in the form of registered bonds, without coupons, in the
denominations of $5,000 principal amount or any integral multiple thereof. Bonds may be
exchanged for a like aggregate principal amount of Bonds of other authorized denominations of the
same maturity and interest rate upon surrender of such Bonds to the Paying Agent, with written
instructions satisfactory to the Paying Agent.

The Issuer and the Paying Agent may deem and treat the registered owner hereof
as the absolute owner hereof (whether or not this Bond shall be overdue) for the purpose of

receiving payment of or on account of principal hereof, premium, if any, and interest due hereon

EXHIBIT C
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and for all other purposes, and the Issuer and the Paying Agent shall not be affected by any notice
to the contrary.

This Bond may be transferred by the registered owner hereof upon surrender of this
Bond to the Paying Agent, accompanied by a written instrument or instruments in form, with
instructions, and with guaranty of signature satisfactory to the Paying Agent, duly executed by the
registered owner of this Bond or his attorney-in-fact or legal representative. The Paying Agent shall
enter any transfer of ownership of this Bond in the registration books and shall authenticate and
deliver at the earliest practicable time in the name of the transferee or transferees a new fully
registered bond or bonds of authorized denominations of the same series, maturity and interest rate
for the aggregate principal amount which the registered owner is entitled to receive.

The Issuer and the Paying Agent shall not be required to issue or to register the
transfer of or exchange any Bonds then considered for redemption during a period beginning at the
close of business on the fifteenth (15th) day next preceding any date of selection of Bonds to be
redeemed and ending at the close of business on the day of mailing of the applicable notice of
redemption, as hereinafter provided, or to register the transfer of or exchange any portion of any
bond selected for redemption until after the redemption date.

The Bonds stated to mature on or after , are subject to

redemption prior to maturity, at the option of the Issuer, as a whole, on , Or on any

date thereafter, upon payment of the principal amount thereof, together with accrued interest to the

date fixed for redemption.
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The Bonds stated to mature on or after ___, are subject to redemption prior to
maturity, at the option of the Issuer, from time to time, in part, in any order of maturity selected by
the Issuer, on , or on any date thereafter. If less than all Bonds of any particular
maturity are to be redeemed, the Bonds of such maturity to be redeemed shall be drawn by lot by
the Paying Agent. Any such redemption shall be upon payment of the principal amount to be
redeemed, together with accrued interest thereon to the date fixed for redemption.

The Bonds stated to mature on  , and on __ . are subject to mandatory
redemption prior to maturity, in the amounts and on of the years set forth in the
following schedules as drawn by lot by the Paying Agent in behalf of the Issuer:

Bonds Maturing on

Year Amount
$ ; and
Bonds Maturingon __;

Year Amount

$

Any such redemption shall be wpon application of money available for the purpose in the
Mandatory Sinking Fund established under the Resolution and shall be upon payment of the
principal amount to be redeemed, together with accrued interest thereon to the date fixed for
redemption. In lieu of such mandatory redemption, the Paying Agent, as sinking fund depositary, in
behalf of the Issuer, may purchase, from money available for the purpose in the Sinking Fund

established under the Resolution, at a price not to exceed the principal amount plus accrued interest,
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or the Issuer may tender to the Paying Agent, all or part of the Bonds subject to being drawn for
redemption in any such year.

If this Bond is of a denomination larger than $5,000, a portion of this Bond may be
redeemed. For the purposes of redemption, this Bond shall be treated as representing the number of
Bonds that is equal to the principal amount hereof divided by $5,000, each $5,000 portion of this
Bond being subject to redemption. In the case of partial redemption of this Bond, payment of the
redemption price shall be made only upon surrender of this Bond in exchange for Bonds of
authorized denominations of the same maturity and interest rate and in aggregate principal amount
equal to the unredeemed portion of the principal amount hereof; Provided, however, that should
this Bond be registered in the name of The Depository Trust Company (“DTC”) or Cede & Co., as
nominee for DTC, or any other nominee of DTC, or any other successor securities depository or its
nominee, this Bond need not be surrendered for payment and exchange in the event of a partial
redemption hereof and the records of the Paying Agent shall be conclusive as to the amount of this
Bond which shall have been redeemed.

Notice of redemption shall be deposited in first class mail not less than 30 days prior
to the date fixed for redemption and shall be addressed to the registered owners of the Bonds to be
redeemed at their addresses shown on the registration books kept by the Paying Agent as of the day
such Bonds are selected for redemption. Failure to mail any notice of redemption or any defect
therein or in the mailing thereof shall not affect the validity of any proceeding for redemption of

other Bonds so called for redemption as to which proper notice has been given.
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On the date designated for redemption, notice having been provided as aforesaid,
and money for payment of the principal, premium, if any, and accrued interest being held by the
Paying Agent, interest on the Bonds or portions thereof so called for redemption shall cease to
accrue and such Bonds or portions thereof so called for redemption shall cease to be entitled to any
benefit or security under the Resolution, and registered owners of such Bonds or portions thereof so
called for redemption shall have no rights with respect thereto, except to receive payment of the
principal to be redeemed and accrued interest thereon to the date fixed for redemption, together
with the redemption premium, if any.

The Issuer, in the Resolution, has established a sinking fund with the Pétying Agent,
as the sinking fund depositary, into which funds for the payment of the principal of and the interest
on the Bonds shall be deposited not later than the date fixed for the disbursement thereof. The
Issuer has covenanted, in the Resolution, to make payments from such sinking fund or from any
other of its revenues or funds, at such times and in such annual amounts as shall be sufficient for
prompt and full payment of all obligations of this Bond.

It hereby is certified that: (i) all acts, conditions and things required to be done, to
happen or to be performed as conditions precedent to and in issuance of this Bond or in creation of
the debt of which this Bond is evidence have been done, have happened or have been performed in
due and regular form and manner, as required by law; and (ii) the debt represented by this Bond,
together with any other indebtedness of the Issuer, is not in excess of any limitation imposed by the

Debt Act upon the incurring of debt by the Issuer.
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IN WITNESS WHEREOF, the Issuer has caused this Bond to be executed in its
name by the manual signature of the President of the Board of School Directors, and its official seal
to be affixed hereto and the manual signature of the Secretary of the Board of School Directors to

be affixed hereto in attestation thereof, all as of ,

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

By:

President of the Board of School Directors

ATTEST:

Secretary of the Board of School Directors

(SEAL)
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(FORM OF PAYING AGENT’S CERTIFICATE)

CERTIFICATE OF AUTHENTICATION; CERTIFICATE AS TO OPINION; AND
CERTIFICATE AS TO INSURANCE

1t is certified that:

) This Bond is one of the Bonds described in the within-mentioned
Resolution;

(i)  An original Opinion issued by Rhoads & Sinon LLP, dated and delivered on
the date of the original delivery of, and payment for, such Bonds that is on file at such designated
corporate trust office where the same may be inspected; and

(iii) has issued its municipal bond insurance policy, as stated

in the Statement of Insurance printed upon this Bond, a copy of which policy is con file at such
designated corporate trust office where the same may be inspected.

, as Paying Agent

By:

Authorized Representative

Date of Registration and Authentication:
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(FORM OF ASSIGNMENT)
ASSIGNMENT

FOR VALUE RECEIVED, ' , the
undersigned, hereby sells, assigns and transfers unto

(the “Transferee”)

Name

Address

Social Security or Federal Employer Identification No. the
within Bond and all rights thereunder and hereby imevocably constitutes and appoints
, a8 attorney, to transfer the within Bond
on the books kept for registration thereof with full power of substitution in the premises.

Date;

Signature Guaranteed:

NOTICE: Signature(s} must be NOTICE: No transfer will be made in the
guaranteed by an institution that is a name of the Transferee unless the
participant in a signature guarantee signature(s) to this assignment correspond(s)
program recognized by the Securities with the name(s) appearing upon the face of
Transfer Association. the within Bond in every particular, without

alteration or enlargement or any change
whatever and the Social Security or Federal
Employer Identification Number of the
Transferee is supplied. If the Transferee is a
trust, the names and Social Security or
Federal Employer Identification Numbers of
the settlor and beneficiaries of the trust, the
Federal Employer Identification Number and
date of the trust and the name of the trustee
must be supplied.
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(FORM OF STATEMENT OF INSURANCE)

STATEMENT OF INSURANCE
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CERTIFICATE

[, the undersigned, (Assistant) Secretary of the Board of School Directors of
BETHLEHEM AREA SCHOOL DISTRICT, Northampton and Lehigh Counties, Pennsylvania
(the “School District”), certify that: the foregoing is a true and correct copy of a Resolution that
duly was adopted by affinmative vote of a majority of all members of the Board of School Directors
of the School District at a meeting duly held on August 15, 2011; said Resolution duly has been
recorded in the mimute book of the Board of School Directors of the School District; a notice with
respect to the intent to adopt said Resolution has been published as required by law; said Resolution
was available for inspection by any interested citizen requesting the same in accordance with the
requirements of the Local Government Unit Debt Act of the Commonwealth of Pennsylvania and
such notice; and said Resolution has not been amended, altered, modified or repealed as of the date
of this Certificate.

I further certify that the Board of School Directors of the School District met the
advance notice and public comment requirements of the Sunshine Act, 65 Pa.C.S. §701 et seq., by
advertising the time and place of said meeting, by posting prominently a notice of said meeting at
the principal office of the School District or at the public building in which said meeting was held,
and by providing a reasonable opportunity for public comment prior to adoption of said Resolution,
all as required by such Act.

I further certify that: the total number of members of the Board of School Directors
of the School District is nine (9); the vote of members of the Board of School Directors of the
School District upon said Resolution was called and duly was recorded upon the minutes of said
meeting; and members of the Board of School Directors of the School District voted upon said
Resolution in the following manner:

Michele Cann -
William J. Burkhardt -
Rosario S. Amato -
Michael E. Faccinetto -
Irene Follweiler -
Loretta M. Leeson -
Eugene C. McKeon -
Aurea E. Ortiz -
Benjamin M. Tenaglia IIT

i

IN WITNESS WHEREQF, I set my hand and affix the official seal of the School
District, this 15™ day of August, 2011.

(Assistant) Secretary of the Board of

School Directors
(SEAL)
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Resolution 2
Variable Rate Note Resolution
Document #822678

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

RESOLUTION

OF THE BOARD OF SCHOOL DIRECTORS OF
BETHLEHEM AREA SCHOOL DISTRICT AUTHORIZING
AND SECURING THE ISSUANCE OF ITS GENERAL
OBLIGATION NOTE, SERIES A OF 2011, IN THE
MAXIMUM PRINCIPAL AMOUNT OF THIRTY-FIVE
MILLION DOLLARS ($35,000,000), PURSUANT TO THE
PENNSYLVANIA LOCAL GOVERNMENT UNIT DEBT
ACT, TO CURRENTLY REFUND A PORTION OF THE
SCHOOL DISTRICT’S GENERAL OBLIGATION BONDS,
SERIES OF 2007, AND PAY RELATED EXPENSES;
ACCEPTING A NOTE PURCHASE AGREEMENT FROM
THE BETHLEHEM  AREA SCHOOL  DISTRICT
AUTHORITY TO PURCHASE THE 2011A NOTE; SETTING
FORTH THE TERMS AND SUBSTANTIAL FORM OF THE
2011A NOTE AND PLEDGING THE FULL FAITH, CREDIT
AND TAXING POWER OF THIS SCHOOL DISTRICT IN
SUPPORT OF THE 2011A NOTE; APPOINTING A PAYING
AGENT AND A SINKING FUND DEPOSITORY;
DIRECTING APPROPRIATE OFFICERS AND AGENTS OF
THIS SCHOOL DISTRICT TO TAKE ACTIONS AND SIGN
DOCUMENTS, INCLUDING A LOAN AGREEMENT, IN
CONNECTION WITH THE ISSUANCE OF THE 2011A
NOTE; AND CONTAINING RELATED PROVISIONS.

WHEREAS, Bethlehem Area School District, Northampton and Lehigh Counties,
Pennsylvania (the “School District”), is a school district of the Commonwealth of Pennsylvania
(the “Commonwealth™) and is governed by its Board of School Directors (the “Board”); and

WHEREAS, The School Board, by its resolution adopted on December 8, 2003
(the “2003 Parameters Debt Resolution”), incurred nonelectoral debt and recited the parameters of
two future series of general obligation bonds for various capital projects to be undertaken by the

School District over a period of several years; and




WHEREAS, The Department of Community and Economic Development (the
“Department”) of the Commonwealth approved the debt proceedings of the School District under the
2003 Parameters Debt Resolution, by its Certificate of Approval No. GOB-15388, dated December 30,
2003; and

WHEREAS, On January 4, 2007, the School District issued its General Obligation
Bonds (Weekly Mode), Series of 2007, in the aggregate principal amount of $55,000,000 (the “2007
Bonds”), pursuant to the 2003 Parameters Debt Resolution; and

WHEREAS, The School District has determined to undertake the following:
(1) currently refund and redeem a portion of the 2007 Bonds, as described in a refunding report (the
“Refunding Report™) attached hereto as Exhibit A, prepared for this School District by Public
Financial Management Inc. (the “Financial Advisor”), as financial advisor to this School District,
and (2) pay related costs, fees and expenses (collectively, the “Refunding Project”), by issuing its
General Obligation Note, Series A of 2011, in the principal amount of $35,000,000 (the “2011A
Note”) to the Bethlehem Area School District Authority (“BASDA”); and

WHEREAS, BASDA shall issue and reissue its School Revenue Bonds (the
“BASDA Bonds”), including such BASDA Bonds refunding prior series thereof, in aggregate
principal amounts sufficient to lend the School District the funds required for the Refunding
Project; and

WHEREAS, The School District will repay BASDA for such loan by making the
payments due under the 2011A Note, which are assigned as security for the BASDA Bonds, and
the payments due under the terms of a Loan Agreement (the “2011A Loan Agreement™), between
the School District and BASDA, the substantial form of which is attached hereto as Exhibit B, and

made a part hereof; and




WHEREAS, The Board has determined that; (1) a private sale of the 2011A Note
by negotiation is in the best financial interest of the School District, and (2) the 2011A Note should
be offered for sale at a price of not less than 100% of the principal amount thereof, together with
accrued interest from the date of the 2011A Note to the date of delivery thereof} and

WHEREAS, A Note Purchase Agreement (the “Proposal”) to purchase the 2011A
Note has been submitted to the School District by or on behalf of BASDA; and

WHEREAS, The Board desires to accept the Proposal, substantially in the form
presented, to award the 2011A Note to BASDA pursuant to the Proposal and the 2011A Loan
Agreement, at private sale by negotiation, and to incur nonelectoral debt in the maximum principal
amount of Thirty-Five Million Dollars ($35,000,000), in connection with the Refunding Project,
and pursuant to the Debt Act,

NOW, THEREFORE, BE IT RESOLVED, by the Board of School Directors of
Bethlehem Area School District, as follows:

SECTION 1. The School District hereby authorizes and secures the issuance
of nonelectoral debt to be evidenced by the 2011A Note, as a general obligation note of the School
District, pursuant to this Resolution and in accordance with the Debt Act, to provide funds to
undertake the Refunding Project. The substantial form of the 2011A Note is attached to the 2011 A
Loan Agreement, and is a part of Exhibit B.

SECTION 2. The realistic, remaining useful lives of the capital facilities
originally financed by the 2007 Bonds vary between a useful life of at least five (5) years and an
useful life of at least twenty-one (21) years, with the principal amounts due under the 2011A
Note equal to the separate cost of each project being retired prior to the end of such remaining

useful life. The refunding of the 2007 Bonds is permitted by 53 Pa.C.S. §8241(b)(1) (reducing




total debt service over the life of the series). Repayment of the principal of the 201 1A Note will
begin within two years from the date the 2011A Note is issued.

SECTION 3. The Board accepts the Proposal of the Authority, as approved or
ratified by BASDA, at a purchase price of $35,000,000 (100% of principal amount), together with
accrued interest from the date of the 2011A Note to the date of delivery thereof.

SECTION 4. The principal of the 2011A Note shall be payable in the annual
amounts by fiscal year not exceeding those illustrated in the schedules included in Exhibit C
attached hereto and made a part hereof. Under circumstances described in the 2011A Loan
Agreement, and in documents related to the BASDA Bonds, the payments due under the 2011A
Note may be accelerated in accordance with the terms of the BASDA Bonds, as illustrated in the
schedules included in Exhibit C. The maximum interest rate payable on the 201 1A Note shall not
exceed 15%, except in the event the BASDA Bonds bear interest at the Bank Bond Rate (as
defined in the 2011 A Loan Agreement) in which event the interest rate payable on the 2011A Note
shall not exceed 25%. Schedules illustrating the payments due on the 2011A Note at such
maximum rates are inchuded in Exhibit C.

SECTION 5. The 2011A Note shall be subject to optional and mandatory
redemption on the dates and under terms described in the form of the 2011A Note and in the
2011A Loan Agreement.

SECTION 6. Manufacturers and Traders Trust Company (the “Paying
Agent”), having a corporate trust office in Harrisburg, Pennsylvania, and Buffalo, New York, is
appointed to serve as the paying agent for the 2011 A Note.

SECTION 7. The 2011A Note shall be executed on behalf of the School

District by the President or Vice President of the Board, and attested by the Secretary or Assistant




Secretary of the Board, who shall also affix the official seal of the School District on the 2011A
Note.

SECTION 8. The School District covenants to and with BASDA or other
registered owner, from time to time, of the 2011A Note, that the School District: (1) shall include
the amount of the debt service, for each fiscal year of the School District in which such sums are
payable, in its budget for that fiscal year, (ii) shall appropriate such amounts from its general
revenues for the payment of such debt service, and (iii) shall duly and punctually pay or cause to be
paid from the Sinking Fund (hereinafter defined) or any other of its revenues or funds the principal
of the 2011A Note and the interest thereon at the dates and place and in the manner stated thefein,
according to the true intent and meaning thereof. For such budgeting, appropriation and payment,
the School District pledges, irrevocably, its full faith, credit and taxing power. As provided in the
Debt Act, the foregoing covenant of the School District shall be enforceable specifically.

SECTION 9. There is created by the School District, pursuant to the Debt Act,
one or more sinking funds for the 2011A Note (collectively, the “Sinking Fund™), which shall be
administered in accordance with the Debt Act. The Paying Agent shall serve as the sinking fund
depository in connection with the Sinking Fund.

The School District covenants to make payments out of the Sinking Fund, or out of
any other of its revenues or funds, at such times and in such annual amounts, as shall be sufficient
for prompt and full payment of all obligations under the 2011A Note when due. Officers and
agents of the School District are directed to contract with the Paying Agent for its services as
sinking fund depository for the 2011A Note

SECTION 10.  The President or Vice President and the Secretary or Assistant
Secretary of the Board of the School District, which shall include their duly qualified successors in
office, are authorized and directed, as required by the Debt Act: (a) to prepare, to certify, and to
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file the debt statement of the School District; (b) to prepare and to file the application with the
Department, together with a complete and accurate transcript of the proceedings relating to the
incurring of nonelectoral debt represented by the 2011A Note; (c) to prepare and to file any
statements or certificates which are necessary to qualify all or any portion of nonelectoral debt or
lease rental debt of the School District, which is subject to exclusion as self-liquidating or
subsidized debt, for exclusion from the appropriate debt limit; (d) to prepare and to file an
appropriate borrowing base certificate of the School District; (€) to pay or cause to be paid to the
Department all proper filing fees in connection with the foregoing; and (f) to take other required,
necessary or appropriate action.

SECTION 11. The debt to be incurred hereby, together with any other
outstanding indebtedness of the School District, is not in excess of any applicable limitation
imposed by the Debt Act upon the incurring of debt by the School District.

SECTION 12.  The officers and agents of the School District are authorized to
deliver the 2011A Note, after execution and attestation thereof, to BASDA, as provided in the
2011A Loan Agreement, after the Department has certified its approval pursuant to the Debt Act or
at such time when the filing authorized to be submitted to the Department shall be deemed to have
been approved pursuant to the Debt Act.

SECTION 13.  The officers and agents of the School District are authorized to
approve and to authorize the payment by the Paying Agent, from proceeds of the 2011A Note or
from other funds of the School District available for the purpose, of the costs and expenses of
issuance of the 2011A Note against delivery of invoices therefor, substantially in the amounts
illustrated in the schedules presented to the Board at this meeting.

SECTION 14,  The School District shall enter into the 2011A Loan Agreement,
including any changes thereto in the final form thereof executed by the President or Vice President
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and attested by the Secretary or Assistant Secretary of the Board of this School, their execution
thereof to constitute conclusive evidence of such approval.

SECTION 15,  The School District hereby directs the redemption of the 2007
Bonds within 90 days of the issuance date of the 2011A Note, in accordance with the rights and
privileges reserved to the School District in the 2007 Bonds.

SECTION 16.  In the event any provision, section, sentence, clause, or part of
this Resolution shall be held to be invalid, such invalidity shall not affect or impair any remaining
provision, section, sentence, clause, or part of this Resolution, it being the intent of the School
District that such remainder shall be and shall remain in full force and effect.

SECTION 17.  The Secretary of the Board of this School District is hereby
authorized and directed to execute and to submit to the Pennsylvania Department of Education,
promptly following settlement for the 2011A Note, the appropriate application and other
documents and information necessary to obtain stated reimbursement with respect to the debt
service on the 2011A Note (including the filing of appropriate PLANCON Parts, as applicable).

SECTION 18.  All resolutions or parts of resolutions, insofar as the same shall
be inconsistent herewith, shall be and the same expressly are repealed.

SECTION 19.  This Resolution shall be effective in accordance with the Debt

Act.




DULY ADOPTED, by the Board of School Directors of the Bethlehem Area
School District, Northampton and Lehigh Counties, Pennsylvania, in lawful session duly
assembled, this 15" day of August, 2011,

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

By:

(Vice) President of the Board of

School Directors
ATTEST:

(Assistant) Secretary of the Board of
School Directors

(SEAL)




EXHIBIT A

REFUNDING REPORT




[BETHLEHEM AREA SCHOOQL DISTRICT

SERIES OF 2007 VRDB

1 2 3 4 5 6 7 8

Remaining Remaining
Fiscal Year Principal Estimated Fiscal Year Fiscal Year State Local
Ending Paviment Date Puingival Rate " Interest™® © Deot Servicg ® AQH Effort
6/30f2012 1142042 5,000 8.000 2,585,568 .67 2,570,588.67 (38,818.37) 2,531,748.30
613072012 1/1/2013 5,000 8.000 4,397,833.33 4,402,833.33 (66,256.33) 4,336,577.00
6/30/2014 11172014 5,000 8.000 4,397,433.33 4,402,433.33 (86,260.34) 4,336,182.99
6/30/2015 1172015 5,000 8.000 4,387,033.33 4,402,033.33 (66,244.35) 4,335,788.98
6/30/2016 11472016 5,000 8.000 4,396,833.33 4,401,633.33 (66,238.38) 4,335,394.97
813012017 12017 5,000 8.000 4,396,233.33 4,401,233.33 {68,232.37) 4,335,000.98
6/30/2018 11172018 5,000 8.000 4,305,833.33 4,400,833.33 {68,226.38) 4,334,606.95
6/30/2019 1/4/2019 5,000 8.000 4,393,433.33 4.400,433.33 (66,220.38) 4,334,212.94
8/30/2020 171/2020 §,000 8.000 4,385,033.33 4,400,033.33 (66,214.40) 4,333,818.93
6/30/2021 1/1/2021 5,000 8.000 4,394,833.33 4,365,633.33 (66,208.41) 4,333,424.92
6/30/2022 17142022 5,000 8.000 4,394,233.23 4,368,233.33 (66,202,42) 4,333,030.91
6/30/2023 17172023 3,045,000 8.000 4,292,500.00 7,337,500.00 (307,471.62) 7,030,028.38
6/30/2024 11712024 3,185,000 8.000 4,044,233,33 7,229,233.33 (314,835.10) 6,914,208.23
6/30/2025 11172025 3,335,000 8,000 3,764,433.33 7,118,433.33 {323,024.53) 6,796,408.81
6/30/2026 11142026 3,485,600 8.000 3,512,300.00 7,007,300.00 {331,727.92) 6,675,572.08
6/30/2027 11172027 3,665,600 8.000 3,227,033.33 6,892,033.33 {341,033.31) 6,551,000.02
6/30/2028 14172028 3,835,000 8.000 2,928,166.67 6,763,166.67 (350,135.04) 6,413,031.63
6/30/2020 17142029 4,020,000 8.000 2,615,200.00 6§,635,200.00 (360,223.61) 6,274,876.38
6/30/2030 WH2030 4,215,000 8.000 2,287,100.00 8,502,100.00 {370.884.23) 6,131,215.77
6/30/2031 14442031 12,760,000 8.000 1,665,088.67 14,425,066.67 (1,044,024.33) 13,381,042.34
6/30/2032 11112032 13,370,000 8.000 623,933.33 13,893,933.33 (1,077,151.74) 12,916,781.59
TOTALS 54,980,000 75,506,866.67 130,485,866.67 (5,521,723.60) 124,964,143.07

PES 17.40% Temp Pay Fixed Swap Rate 4,145

AR% 45.90% (2010 - 2011) Receive Varlable Swap Rate (0.400)

Pay Variable Rate Sonds & Admin 3.500

Futura LOC Contingsncy 0.755]

ALL-IN ASSUMED RATE 8.000)

[NOIER e e e ey S

|1) Assumes rale of B.00% for e of Bonds

|2] Does not inchude debt servica or local effort payments already made during the currant fiscal year
3] Local effort based on underlying VRDD rate, assumad 1o be 1.50% for the Lfe of the Bonds
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BETHLEHEM AREA SCHOOL DISTRICT
SERIES OF 2007 VRDB
Bonds (o be refunded by BASD Authorily Senies A of 2011 Bonds (Variable Rate)

8

Local

Effert

1,371,680.32
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451,98
2,351,451.98
2,351,451.98
2,351,451.98
2,361,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.98
2,351,451.88
2,351,451.98
2,361,451.98
2,351,451.68
5,643,334.34
13,381,042.34
12,916,781.59

73,287,522.23

1 2 3 4 5 (] 7

Rermalning Remalning
Fiascal Year Principa Estimated Fiscal Year Fiscal Year State
Ending Payment Date Erincipal Rate ! Interest ™ Debt Servica ™ Aig™
B/30/2012 1/1/2012 8.000 1,392,533.33 1,382,533.33 (20,853.01)
83012013 17112013 8.000 2,387,200.00 2,387,200.00 (35,748.02)
613042014 112014 8.000 2,387,200.00 2,387,200.00 (35,748.02)
6/30/2015 14112018 8.000 2,387,200.00 2,387,200.00 (35,748.02)
6730/2016 11112018 8.000 2,387,200.00 2,387,200.00 (35,748.02)
613012017 112017 8,000 2,387,200,00 2,387,200.00 (35,748.02)
6/30/2018 1/1/2018 8.000 2,387,200.00 2,387,200.00 (35,748.02)
6/30/2019 1112019 8.c00 2,387,200.00 2,387,200.00 (36,748.02)
6/30/2020 11142020 8.000 2,387.200.00 2,387,200.00 (35.748.02)
6/30/2021 11172021 8.000 2,387,200.00 2,387,200.00 (35,748.02)
6/30/2022 112022 8.000 2,387,200.00 2,387,200.00 {35,748.02)
6/30/2023 11172023 8.000 2,387,200.00 2,387,200.00 {35,748.02)
6/30/2024 1/1/2024 8.000 2,387,200.00 2,387,200.00 {35,748.02)
6/30/2025 1/1/2025 8.000 2,387,200.00 2,387,200.00 (35,748.02)
6/3012026 11172026 8.000 2,387,200.00 2,387,200.00 (35,748.02)
613012027 11172027 B.000 2,387,200.00 2,387,200,00 {35,748.02)
6/30/2028 1/1/2028 8,000 2,387,200.00 2,387.200.00 (35,748.02)
643072029 1/1/2029 8.000 2,387,200.00 2,387,200.00 (35.748.02)
6/30/2030 1/1/2030 3,710,000 8.000 2,263,533.33 5,973,633.33 (330,198.99)
63072031 17172031 12,760,000 8.000 1,665,066.67 14,425,066,67 {1,044,024.33)
6/30/2032 1/1/2032 13,370,000 8.000 623,933,33 13,993,033.33 (1,077,151.74)
TOTALS 29,840,000 46,527,466.67 76,367 ,466.67 (3,079,844 .44)

PE% 17.40% Temp Pay Fixed Swap Rata 4.145]

AR% 46.90% {2010 - 2011) Recaive Variablke Swap Rate {0.400)

Pay Variable Rate Bonds & Admin 3.500

Futura LOC Contingency 0.755

ALL-IN ASSUMED RATE 8.000

i1 Aséumes rale of 8,00% for Hfe of Bonds

{2] Boss nol includa debt sarvice of local offort payments aiready made during the current fiscal year

[3] Local effort based on underlying VRDB rate, assumed to be 1,50% for the life of the Bonds
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BETHLEUEM AREA SCHOOL DISTRICT
SERIES OF 2007 VRDB

Bonds to be refunded by BASD Serles of 2011 Bands {Fixed Rate)

1 2 3

Flsced Year Princlpal
Ending Pavment Datg Principal
83072012 1172012 5,000
6/30/2013 11172013 5,000
673042014 1172014 5,000
6302045 11112015 5,000
6/30/2016 17472016 5,000
6/3072017 1712017 5,000
673072018 17112018 5,000
613012019 17172019 §,000
6/30/2020 111/2020 5,000
6/30/2021 1/1/2021 5,000
6/30/2022 112022 5,000
6/30/2023 14112023 3,045,000
6/30r2024 1/1£2024 3,185,000
6/30/2025 1/4/2025 3,335,000
613072028 112028 3,495,000
6/30/2027 1/1/2027 3,865,000
6/30/2028 14172028 3,835,000
6/30/2029 11112029 4,020,000
6/30/2030 1172030 505,000

6/30/2031 14172034

8/30/2032 1112032
TOTALS 25,140,000

PE% 17.40% Temp
AR% 45.90% (2010 - 2011)

Locai
Effort

1,160,067.98
1,985,125.,02
1,984,731.01
1,984,337.00

1,983,942,89
1,983,548.98
1,983,154.97
1,982,760.96
1,982,366.96
1,981,972.94
1,.981,578.93
4,678,578.40
4,562,846.26
4,444,956.83
4,324,120.10
4,199,548.04
4,081,579.85
3,023,524.41

487,881.43

51,676,620.84

4 5 8 7
Remaining Remalning
Estimated Flscal Year Flacal Year State
R I Inti E!m DEE!SEEIEE“’ M_m;
8.000 1,173,033.33 1,178,033.33 (17.965.38)
8.000 2,010,633,33 2,015,633.33 {30,508.31)
8,000 2,010,233.33 2,015,233.33 {30,602.32)
8.000 2,009,833.33 2,014,833.33 (30,496.33)
8,000 2,009,433.39 2,014,433.33 {30,490.34}
8.000 2,009,033.33 2,014,033.33 (30,484.35)
8.000 2,008,633.33 2,013,633.33 (30,478.36)
8.000 2,008,233,33 2,013,233.33 {30,472.37)
8.000 2,007,833.33 2,012,833.33 {30,466.38)
B8.000 2,007,433.33 2,012,433.33 {30,460.39)
8.000 2,007,033.33 2,012,033.33 {30,454.40)
8.000 1,905,300.00 4,950,300.00 (271,723.60)
8.000 1,657,033.33 4,842,033.33 {279,187.08)
8.000 4,387,233.33 4,732,233.33 {287,276.50)
8.000 1,125,100.00 4,620,100,00 (295,978.50)
8.000 839,833.33 4,504,833.33 (305,285.28)
8.000 540,866.67 4,375,966.67 {314,387.02)
8.000 228,000,00 4,248,000.00 (324,475.59)
8.000 23,566.87 528,566.87 (40,685.24)
8.000 0.00 0.00
8.000 .00 0.00
28,976,400,00 54,118,400.00 (2,441,779.16)
Pay Fixed Swap Rats 4.145
Recelve Varlable Swap Rate (0.400) 11420
Pay Variable Rate Bonds & Admin 3.900
Future LQC Canlingency 0.755
ALL-IN ASSUMED RATE
e—

1] Assumes rate of 3.00% for e of Bords
[2) Does not include debt service or local effort payments akready made during the current fiscal year
{3] Local effort based on underlying VROB rate, assumad to be 1.50% for the Ife of the Bonds
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BETHLEHEM AREA SGHOOL DISTRIGT
AMOUNT TO PREPAY BONDS

1 2 3 4

Date Principal Interest™ ulr
11142011 54,880,000.00 0.00  54,980,000,00
TOTALS  54,980,000.00 0.00  54,980,000.00

[1] Assumes Distrlct makes regularly scheduted 11/1/2011 monthly
payment

Public Financial Management, Inc.




BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY

45.90% (2010- 2011)

Pay Foed Swap Rale 3145

Recelve Variable Swap Rata {60% of { Month LIBOR + 0.345%) (0.457) As of 7/18
Pay FRN Base Rate (68% of 1 Month LIBOR) 0.127 As of 7/18
Pay FRN Spread (75 bps) 0.750 Estimated
Contingency 0.235 Estimated
ALL-N RATE 4,800 Estimated

Public Financial Management, Inc.

(Bathlehem Area Schoot District Refunding Profect; Ssille 11/142011

Series A of 2011 Dated 11/1/2011
1 2 3 4 5 6 7 8 ] 10
Fiscal Year Estimated lacal Year Slate Proposad Existing Local Effort
Ending Date Brincipal  Rate! inforest  Debt Service Aig 8 kogal Effort Local Effort Savingg
63042012  1A/2012 5,000 4.800 83¢,900.00 844,800.00 (67 478.78) 77742122 1,371,680.32 594,259.10
6/30/2013 11172013 5,000 4.800 1,439,6860.00 1,444,660.00  (115379.22) 1,329,280.78 2,351,451.98 1,022,171.19
6/30/2014  1/1/2014 5,000 4.800 1,439,420.00 1,444,420.00  {115,360,05) 1,329,058.95 2,351,451.08 1,022,392.03
6/30/2015  111/2015 5,000 4.800 1,439,180.00 1,444,180.00  (115,340.48) 1,328,839.12 2,351,451.98 1,022,612.86
8/30/2016  1/4/2016 5,000 4.800 1,438,940.00 1,443,940.00  (115,321.71) 4,328,618.29 2,351,461.98 1,022,833.69
6/30/2017  1H72017 §,000 4.800 1,438,700.00 1,443,700.00  {115,302.54) 1.328,397.46 2,351,451.98 1,023,054.52
63072018  1/1/2018 5,000 4.800 1,438,460.00 1,443,460.00  (115.283.38) 1,328,178,62 2,351,451.98 1,023,275.35
6/30/2019  1/1/2019 §,000 4,800 1,438,220.00 1,443,220.00  (116,264.21) 1.327,955.79 2,351,451.98 1,023,496.19
6/30/2020  1/1/2020 5,000 4.800 1,437,980.00 1,442,080,00  (115,245.04) 1,327,734.96 2,351,451.98 1,023,717.02
6/30/2021 17172021 5,000 4.800 1,437,740.00 1,442,740.00  (115,225.87) 1,327,514.13 2,351,451.98 1,023,937.85
6/30/2022 17172022 6,000 4,800 1,437,500.00 1,442,500.00 (115,206.71) 1,327,293.30 2,351,451.98 1,024,156.68
6/30/2023 1172023 5,000 4.800 1,437,260.00 1,442,260.00  (115,187.54) 1,327,072.46 2,351,451.98 1,024, 379.52
6/30/2024  1/1/2024 5,000 4.800 1,437,020.00 1,442,020.00  (115,168.37) 1,326,851.63 2,351,451.98 1,024,600.35
6/30/2025  1/1/2025 5,000 4.800 1,438,760.00 1,441,780.00  (115,148.20) 1,326,630.80 2,351,451.98 1.024,821.18
6/30/2026  1/1/2026 5,000 4,800 1,438,540.00 1,441,540.00  {115,130.03) 1,326,400.97 2,351,451.98 1,025,042.01
6/30/2027 1172027 5,000 4.800 1.436,300.00 1,441,300.00  (115,110.87) 1,328,188.13 2,351,451.98 1,025,262.84
6/30/2028  1/1/2028 5,000 4.800 1,436,060.00 1,441,060.00 (115,091.70) 1,325,968.30 2,351,451.98 1,025,483.68
63072029 112029 5,000 4,800 1,435,820.00 1,440,820.00  (115,072,63) 1,325,747 .47 2,351,451.88 1.025,704.51
8/30/2030  1/1/2030 2,095,000 4.800 1,393,780.00 3,488,780.00  (278,634.90) 3,210,145.10 5,643,334.34 2,433,189.25
83072031 17472031 13,620,000 4,800 1,062,720.00  14,682,720.00 (1,172,650,12)  13,510,068.88  13,361,042.34 (128,027 .54)
6/30/2032  1A/2032 14,185,000 4.800 397,460.00  14,592,460.00 (1,165441.41) 13,427,018.59  12,916,781.59 {510,237.00)
TOTALS 30,000,000 28,135440,60  58,135440.00 (4,643,045.05) 53,492394.95 73,287,522.23  19,795,127.28

PE% 17.40% (Estimated)




BETHLEHEM AREA SCHOOL DISTRICT

SERIES OF 2011 Seitie 11142011
Fixed Rate Bond Issue Daled 114112011
1 2 3 4 5 B 7 8 9 10 11
Saml-Annuai Fiscal Year State Proposed Exisling t.acai Effort
Date  Pdoclpal Coupon  Yisld Interest  DebiService  Debt Service Ald  Local Effort Local Effort Savings
1/4/2012 680,000 1,700 1700 248,263.67 028,263.67 928,263.87 (56,880.75) 871,382.82 1,160,067,98 288,685.06
7112012 739,011.00 739,011.00
11112013 5,000 1.850 1.850 739,011.00 744,011.00 1,483,022.00 {90,874.40} 1,392,147.60 1,085,125.02 562,977.42
7712013 738,964.75 738,964.75
11172014 5,000 1,900 1.990 738,964.75 743,964.75 1,482,928.50 {90,868.73) 1,392,060.77 1,984,731.01 592,670.24
712014 738,815.00 738,815.00
17112015 5000 2170 2170 738,915.00 743,915.00 1,482,830.00 {90,862.683) 1,391,867.37 1,984,337.00 592,369.63
71112015 738,860.75 738,860.75
1172016 5000 2500 2500 738,860.75 743,860.75 1,482,721.50 (90,855.98) 1,391,865.52 1,983,942.60 592,077.47
7H/2016 738,798.25 738,798.25
12017 5,000 2.850 2.850 738,798.25 743,798.25 1,482,596.50 (20,848.32) 1,391,748.18 1,883,548.98 591,800.80
7172017 738,727.00 738,727.00
1142018 5000 3190 3190 738,727.00 743,727.00 1,482,454.00 {90,839.59} 1,391,614.41 1,083,154.97 591,540.56
71112018 738,647.26 738,647.25
11172019 5,000 3.500 3.500 738,647.25 743,647.25 1,482,294,50 {90,829.82) 1,391,464.68 1,982,760.96 591,296.28
71172019 738,559.75 738,558,756
11472020 5,000 3720 3.720 738,559.75 743,589.75 1,4682,119.50 {90,819.10) 1,391,300.40 1,682,368.95 591,068.55
71112020 738,466.75 738,466.75
11172021 5,000 3.880 3.880 728,468.75 743,466.75 1,481,933.50 (80,807.70) 1,391,125.80 1,981,972.94 590,847.14
71(2021 738,369.75 738,369.75
11172022 5000 4060 4.060 738,369.75 743,369.75 1,481,739,50 (90,785.81) 1,380,943.69 1,981,578.93 590,835.24
/42022 738,268.25 738,268.25
14172023 3,690,000  4.230 4.230 738,268.25 4,428,268.25 5,166,536.50  (316,587.27) 4,849,949.23 4,678,576.40 {171,372.83)
2023 660,224.75 660,224.75
11442024 3,830,000 4370 4370 660,224.75 4,480,224.75 5,160,449.50  (315,801.52) 4,834,847 08 4,562,846.26 (272,001.72)
7112024 576,639.25 §76,639.25
1/1£2025 4,015,000 4490 4.490 576,539.25 4,591,539.25 5,168,078.50  {316,681.76) 4,851,396.74 4,444,956.83 (406,439.91)
71112025 486,402.50 486,402.50
t/1/2026 4,175,000 4580 4.580 486,402.50 4,661,402.50 5,147,805.00  (315,439.47) 4,832,365.53 4,324,120.10 (508,245.43)
7/1/2028 390,795.00 390,795.00
/162027 4,305,000 4670 4.670 390,795,00 4,696,795.00 5,086,590.00  (311,608.43) 4,774,901.57 4,199,548.04 {575,353.52)
7112027 290,273.25 200,273.25
1172028 4475000 4760 4760 290,273.25 4,765,273.25 5,055,546.50  (309,786.20) 4,745,760.30 4,061,579.65 (684,180,066}
71112028 183,768.25 183,768.25
14172028 4,665,000 4850 4.850 183,768.26 4,848,768.25 5,032,536.50  {308,376.22) 4,724,160.28 3,923,524.41 {800,635.87)
71112029 70,642.00 70,642.00
1/1/2030 2,860,000 4940 4.940 70,842.00 2,930,642.00 3,001,284.00  {183,808,18} 2,817,375.82 487,881.43  (2,320,494.39)
/112030
11172031
71172031
17172032
JOTALS 32,745,000 21,816,730.867  54,561,730.67  54,561,730.87 (3,343,351.89) 5121837878  51,676,620.84 458,242,068
PE% 13.35%  {Recalculated}
AR% 4590% (2010 - 2011)

Public Financial Management, Inc.




BETHLEHEM AREA SCHOOL DISTRICT
SERIES OF 2011
Composition of the lssue

[soURcES: i 1 [ FxEp.. | [ VARmBLE- | [7OTAL- -|
Bonds 32,745,000.00 30,000,000.00 62,745,000.00
Accrued interest 0.00 0,00 0.00

Total 32,745,000,00 30,000,000.00 62,745,000.00

[Uses: .~~~ o oo ] [AED | [T VARWBLE | [ ToiAL -]
Estimated Amount to Prepay 2007 VRDS 25,140,000.00 29,840,000.00 §4,580,000.00
Estimated Partial Swap Termination Amount 6,830,000.00 G.00 8,830,000.00
Underwiter's Discount 261,860.00 0.00 261,880.00
Bond Insurance 409,212.98 0.00 408,212.98
Original Issue Discount/(Premium} 0.00 0.060 Q.00
Costs of issuanca 100,000.0¢ 150,000.00 260,000,060
Miscellaneous Expenses/Rounding 3,827.02 10,000.00 13,827.02

Total : 32,745,000.00 30,000,000.00 62,745,000.00
Dated Date 1171/2041
Settiement Date 1112011
FIXED RATE PORTION ONLY
Yiald of the Issue {including Swap} 7.169332
Yield of the (ssue {exchuding Swap) 4.766138)

Pubiic Financlal Management, Inc.




EXHIBIT B

2011A LOAN AGREEMENT, INCLUDING FORM OF 2011A NOTE




LOAN AGREEMENT

Between

BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY

and

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

Dated as of
September , 2011

Relating to
$35,000,000 Maximum Principal Amount of
BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY

School Revenue Bonds

822753.1




822753.1
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THIS LOAN AGREEMENT (“Agreement”) is dated as of September , 2011
between the BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY (the “Issuer”), a public
instrumentality of the Commonwealth of Pennsylvania and the BETHLEHEM AREA SCHOOL
DISTRICT (the “School District”), a political subdivision of the Commonwealth of
Pennsylvania organized and existing under the Public School Code of 1949, as amended, and
constituting a “local government unit” within the meaning and intent of the Pennsylvania Local
Government Unit Debt Act, as amended (the “Debt Act”).

WITNESSETH THAT:

A. The Issuer is organized under the Municipality Authorities Act, being the
Act of the Commonwealth of Pennsylvania (the “Commonwealth”) (53 PA Cons. Stat. Ch. 56, §
5601 et seq.) (as amended, the “Authorities Act”), and in furtherance of the public purposes
thereof, is empowered to lend funds to school districts to finance and refinance school district
projects, including the Refunding Project described below.

B. The Issuer, at the request and for the benefit of the School District, has
determined, pursuant to a resolution adopted on August 15, 2011, to issue $35,000,000
maximum aggregate principal amount of its School Revenue Bonds, in one or more series, from
time to time, with appropriate designations (the “Bonds”), pursuant to a Trust Indenture (the
“Indenture”) dated as of September , 2011 between the Issuer and Manufacturers and Traders
Trust Company, as trustee (the “Trustee”), for the purpose of providing funds (the “Refunding
Project”) to currently refund and retire a portion of the General Obligation Bonds (Weekly Rate
Mode), Series of 2007 (the “2007 Bonds™), in the original aggregate principal amount of
$55,000,000, of the School District and, further, the Issuer, at the request of the School District,
has become the obligor on the remaining Fixed Payer Swap, as hereinafter described, and as
may be amended or supplemented from time to time, and similar swap transactions secured
under the Debt Act, relating to the 2007 Bonds, and now the Bonds.

C. The Issuer has determined, at the request and for the benefit of the School
District, to assume the School District’s obligations under the ISDA Master Agreement dated
December 23, 2003, as supplemented by the Schedule thereto between the School District and
JP Morgan Chase Bank, N.A. (the “Counterparty”) (collectively, together with an amended
Confirmation dated September , 2011 (the “Confirmation™), being referred to herein as the
“Fixed Payer Swap”), which will enable the School District to manage interest rate risk relating
to the Bonds.

D. The Fixed Payer Swap will require that the Issuer make payments of
interest at a fixed rate to the Counterparty based on a notional amount equal to the outstanding
principal amount of the 2007 Bonds, in exchange for floating payments to be made by the
Counterparty to the Issuer based on the same notional amount, as more fully set forth in the
Confirmation.

E. The Issuer, at the request and for the benefit of the School District, has
entered into this Agreement in order to (1) loan the School District funds to enable the School
District to finance the Refunding Project, (2) cause the repayment of such loan by the School
District in amounts sufficient to pay, when due, the principal of, premium, if any, and interest,
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which interest includes all net amounts due under the Fixed Payer Swap (including termination
payments due thereunder as provided by the Debt Act), on the Bonds, (3) cause the payment by
the School District of all amounts due under any applicable Liquidity Facility or in connection
with any applicable Insurance Policy, and (4) cause the payment by the School District of all
costs, expenses and liabilities which may be incurred by the Issuer in connection with any of the
foregoing. :

F. To evidence certain of its obligations under this Agreement, the School
District will issue its General Obligation Note, Series A of 2011, in the principal amount of
$35,000,000 (the “Note™), pursuant to the Debt Act, in favor of the Issuer.

G. Under the terms of the Indenture, the Issuer will assign its rights and
benefits under this Agreement and the Note (other than the Unassigned Issuer’s Rights (defined
herein)), without recourse, to the Trustee as security for the Issuer’s obligations: (i) under any
and all Bonds, (ii) under the Fixed Payer Swap and any other swap transactions relating to the
Bonds, and (iii) in connection with any applicable Insurance Policy and any applicable Liquidity
Facility, as and to the extent provided herein.

H. The issuance and sale of the Bonds and the execution and delivery of this
Agreement have been duly and validly authorized in all respects in accordance with applicable
law by resolutions duly adopted by the Issuer and the School District.

NOW, THEREFORE, in consideration of the foregoing and intending to be
legally bound, the Issuer and the School District hereby agree as follows:
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ARTICLE 1
DEFINITIONS
SECTION 1.1  Definitions.

In this Agreement, terms defined in the recitals hereof have the meanings set forth
therein, terms defined in the Indenture and not otherwise defined herein have the meanings given
to them in the Indenture and the following terms shall have the meanings specified in this
Article, unless the context otherwise requires:

“Additional Payments” means the amounts required to be paid by the School
District pursuant to Section 4.4 hereof.

“Agreement” has the meaning set forth in the introductory paragraph hereof.
“Authorities Act” has the meaning set forth in the recitals hereof,

“Authorized Representative” means the person at the time designated to act on
behalf of the Issuer or the School District by written certificate last furnished to the Trustee, the
Bond Insurer (if any) and the Bank (if any) containing the specimen signature of such person and
duly signed on behalf of the Issuer or the School District, as applicable. Such certificate may
designate an alternate or alternates. ‘

“Bank” means a bank or other financial entity that is acceptable to the applicable
Bond Insurer, and its successors and assigns in that capacity under a Liquidity Facility, their
successors and assigns. If a Liquidity Facility is issued by more than one bank or financial
institution, notices required to be given to a Bank may be given to the bank or financial

institution under such Liquidity Facility appointed to act as agent for all such banks or financial
institutions.

“Base Loan Payment” means the principal of, premium (if any), and interest
(including Periodic Payments due on the Fixed Payer Swap) on any and all Bonds by their terms
(including any Bank Bonds (if any) at the Bank Bonds Rate, as those phrases are defined in the

Indenture) whether upon special optional tender, mandatory tender, maturity, redemption or
acceleration.

“Bond Insurer” means the issuer of an Insurance Policy or any successor thereto
or assignee thereof and any provider of an Alternate Bond Insurance Policy as provided in
Section 13.05 of the Indenture.

“Bond Purchase Contract” means any agreement pursuant to which the purchaser
thereunder has agreed to purchase (for resale or its own account) one or more Bonds upon
issuance or remarketing thereof by the Issuer, as such agreements may have been amended and
supplemented from time to time.

“Bonds™ has the meaning set forth in the recitals hereof.
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“Commonwealth” has the meaning set forth in the recitals hereof.
“Confirmation” has the meaning set forth in the recitals hereof.

“Costs” means costs of the Refunding Project permitted under the Debt Act,
including, but not limited to, the following:

(a) amounts required to finance the Refunding Project, including the
redemption of the 2007 Bonds, and fees, charges and expenses incurred in
connection with the authorization, sale, issuance and delivery of the Bonds,
including without limitation bond discount, printing expense, legal fees, recording
fees and the initial fees and expenses of the Trustee, the Issuer, a Remarketing
Agent and a Bank;

(b)  any other costs or expenses associated with the Refunding Project
permitted to be financed or refinanced under the Debt Act.

“Counterparty” has the meaning set forth in the recitals hereof.

“DCED” means the Pennsylvania Department of Community and Economic
Development.

“Debt Act” has the meaning set forth in the introductory paragraph hereof.

“Debt Service” means, for any period, the interest (including Periodic Payments
due on the Fixed Payer Swap), and the principal of and, premium, if any, on the Bonds for that
period whether such principal is due at maturity (in the absence of an adequate refunding of any
Bonds with other Bonds under the Indenture) or upon acceleration or redemption.

“Debt Service Fund” has the meaning set forth in the Indenture.

“Department” means the Department of Community and Economic Development
of the Commonwealth.

“BEvent of Default” means any of the events described as an Event of Default in
Section 7.1 hereof.

“Fixed Payer Swap” has the meaning set forth in the recitals hereof.
“Floating Mode” has the meaning set forth in the Indenture.
“Indenture” has the meaning set forth in the recitals hereof.

“Initial Bond Purchase Agreement” means the Bond Purchase Agreement, dated
September , 2011, among the Issuer, the School District and RBC Capital Markets Corporation
as the initial purchaser (and Holder) of the Bonds in the Floating Mode, including any
amendments, extensions or substitutions therefor duly executed by the Issuer, the School District
and the Purchaser.
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“Insurance Policy” means an Insurance Policy issued by a Bond Insurer
guaranteeing payment of the scheduled principal and interest on the Bonds when due.

“Issue Date’ has the meaning set forth in the Indenture.
“Issuer” has the meaning set forth in the introductory paragraph hereof.

“Liquidity Facility” means any Standby Bond Purchase Agreement, Letter of
Credit or similar agreement, acceptable to applicable Bond Insurer (if any), contemplated by the
terms of the Indenture.

“Loan” means the loan by the Issuer to the School District of the proceeds of the
Bonds pursuant to Section 4.1 hereof.

“Loan Payments” means Base Loan Payments and Additional Payments required
to be paid by the School District pursuant to Article IV hereof.

“Note” means the School District’s General Obligation Note, Series of 2010, in
the principal amount of $35,000,000, executed and delivered substantially in the Form attached
hereto as Exhibit A.

“Periodic Payments” means any regularly scheduled payments payable by the
Issuer (net of payments receivable by the Issuer from the Counterparty) under the Fixed Payer
Swap which shall be paid by the School District hereunder on behalf of the Issuer, which shall
constitute interest on the Bonds and the Note.

“Purchaser” has the meaning set forth in the Indenture.

“Rate Mode” has the meaning set forth in the Indenture.

“Refunding Project” has the meaning set forth in the recitals hereof.

“Remarketing Agent” means any Person selected by the School District and
meeting the qualifications of and designated from time to time to act as Remarketing Agent
under Section 9.15 of the Indenture.

“Resolution” means the resolution of the Issuer adopted by its Board on August
15, 2011, approving and authorizing, among other things, the Bonds, the Indenture, this
Agreement and its assumption of the Fixed Payer Swap by the Issuer.

“School District” has the meaning set forth in the introductory paragraph hereof.

“School District’s Agreements” means this Agreement, the Note, the payment
obligations under the Fixed Payer Swap, any applicable Bond Purchase Agreement (including
the Initial Bond Purchase Agreement), any applicable Liquidity Facility and any applicable
Insurance Policy.

“Settlement Fund” has the meaning set forth in the Indenture.

-5
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“Trustee” has the meaning set forth in the recitals hereof.
“2007 Bonds” has the meaning set forth in the recitals hereof.

“Unassigned Issuer’'s Rights” means all of the rights of the Issuer to receive
Additional Payments constituting fees and expenses under Section 4.4(a) hereof, to be held
harmless and indemnified under Section 5.5 hereof, to be reimbursed for attorney’s fees and
expenses under Section 7.2 hereof, and to give or withhold consent to or approval of
amendments, modifications, termination or assignment of this Agreement pursuant to Section 8.8
hereof.

All other capitalized terms used but not otherwise defined in this Agreement shall
have the meanings ascribed to them in the Indenture.

SECTION 1.2 Interpretation.

In this Agreement, unless the context indicates otherwise, words importing the
singular number include the plural number, and vice versa, the terms “hereof’, “hereby”,
“herein”, “hereto”, “hereunder” and similar terms refer to this entire Agreement, and the term
“hereafter” means after and the term “heretofore” means before the date hereof, and words of
any gender include the correlative words of the other genders. In this Agreement, unless
otherwise indicated, all references to particular Articles, Sections, subsections or paragraphs are
references to the Articles, Sections, subsections or paragraphs of this Agreement. Defined terms
herein or in the Indenture relating to Persons include their respective successors and assigns
whether or not so expressed in the particular definition.

SECTION 1.3 Captions; Headings and Table of Contents.

The captions, headings and table of contents in this Agreement are solely for
convenience of reference and in no way define, limit or describe the scope or intent of any
Articles, Sections, subsections or paragraphs hereof.
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ARTICLE IT
REPRESENTATIONS

SECTION 2.1 Representations and Findings of Issuer.

The Issuer hereby confirms its findings and represents that:

(a) The Issuer is a public body corporate and politic established pursuant to
the laws of the Commonwealth, including the Authorities Act. Under the Authorities Act, the
Issuer has the power to enter into the Indenture, the Fixed Payer Swap, this Agreement, the
Initial Bond Purchase Agreement and other related documentation required to carry out its
obligations hereunder and to issue the Bonds to finance the Refunding Project.

(b) By adoption of the Resolution, the Issuer has, at the request and for the
benefit of the School District, duly authorized the execution and delivery of the Indenture, the
Bonds, the Fixed Payer Swap (by assumption), this Agreement, the Initial Bond Purchase
Agreement, and other related documentation and performance of its obligations hereunder.
Simultaneously with the execution and delivery of this Agreement, the Issuer has duly executed
and delivered the Indenture and the Initial Bond Purchase Agreement and assumed the Fixed
Payer Swap, and has duly authorized the issuance of, and has duly executed and delivered, the
Bonds under the terms and conditions set forth in this Agreement.

(©) Based solely on representations and information furnished to the Issuer
by or on behalf of the School District, the Issuer has found that (i) the School District is an
eligible beneficiary of financing provided by the Issuer pursuant to the Authorities Act, and (ii)
the purpose of the Refunding Project is permitted by the Authorities Act and the Debt Act.

(d)  Except as otherwise permitted by this Agreement, the Issuer covenants
that it has not and will not pledge the income and revenues derived from this Agreement, other
than the pledge thereof made under the Indenture to secure (i) the Bonds and related obligations
of the School District, (ii) the Periodic Payments to be made to the Counterparty under the Fixed
Payer Swap, (iii) to a Bond Insurer under an Insurance Policy (if any), and (iv) to a Bank under a
Liquidity Facility (if any).

SECTION 2.2 Representations and Warranties of School District,

The School District represents and warrants that:

(a)  The School District is a local government unit and has full power and
authority to execute, deliver and perform its obligations under the School District’s Agreements
and to enter into and carry out the transactions contemplated thereby.

(b)  The School District’s Agreements have been duly authorized and this
Agreement, the Note, and the Initial Bond Purchagse Agreement constitute valid and binding
obligations of the School District enforceable against the School District in accordance with their
terms. To the best of the School District’s knowledge after due inquiry and investigation, the
execution, delivery and performance of the School District’s Agreements by the School District
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do not, or will not, violate any provision of law applicable to the School District or any
agreement or instrument to which the School District is a party or by which it or any of its
properties is bound.

(©) The Refunding Project is authorized by the Debt Act, which will promote
the purposes of and be in all respects in compliance with, the Debt Act, and the School District
has satisfied all requirements necessary under the Debt Act to undertake the Refunding Project.

(d) The information to be furnished by the School District and used by the
Issuer in preparing the tax certificate and information return pursuant to the Internal Revenue
Code of 1986, as amended (the “Code”) shall be in all respects accurate and complete as of the
Issue Date.

(e) The payments due under the Note, if not timely paid by the School
District, are eligible to be withheld from appropriations of funds due to the School District from
the Commonwealth of Pennsylvania pursuant to the intercept program described in 24 P.S. §6-
333 and be paid directly to the sinking fund depository for deposit in the Debt Service Fund
which is the sinking fund for the Note.

SECTION 2.3 Nature of Agreement.

This Agreement does not constitute a general obligation of the Issuer or any of its
officers, members or employees and recourse on this Agreement may only be had against the
proceeds of the Bonds, the payments received by the Issuer under the Fixed Payer Swap and any
amounts to be paid by the School District hereunder, and the Issuer is not in any way liable for
this Agreement nor for any portion hereof or interest or other charges in connection herewith
remaining unpaid after liquidation of any collateral given as security for this Agreement. This
Agreement shall not constitute an obligation or a pledge of the general credit or taxing power of
the Commonwealth or of any other municipality or authority organized and existing under the
laws of the Commonwealth, except for the School District. No recourse shall be had on any
obligation, covenant or agreement in this Agreement against any past, present or future
incorporator, officer, director, employee or agent as such of the Issuer or any director or officer,
agent or employee of the School District, either directly or indirectly, under any rule of law,
statute or constitution or by the enforcement of any assessment or penalty or otherwise and all
such liability of any such incorporators, officers, directors, employees, agents or counsel, as such
is hereby expressly waived and released as a condition of and in consideration for the Issuer’s
participation in the financing and the execution and delivery of this Agreement by the parties.
The Issuer has no taxing power.

SECTION 2.4  Authority is Conduit Issuer; School District is Real Party in
Interest; Covenant Not to Sue.

(a) The School District hereby expressly acknowledges that the Issuer is a
conduit issuer and that all of the right, title and interest of the Issuer in and to this Agreement,
but not the obligations of the Issuer, are to be assigned on a first priority basis to the Trustee
(except for Unassigned Issuer’s Rights), naming the Trustee, its true and lawful attorney for and
in its name to enforce the terms and conditions of this Agreement. Notwithstanding any other
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provision contained herein, the School District hereby expressly agrees, acknowledges and
covenants that the effect of this Agreement and the Note is that the School District shall duly and
punctually perform or cause to be performed each and every obligation of the Issuer under and
pursuant to the Indenture, the Bonds and the Fixed Payer Swap.

(b) The School District covenants and agrees that it shall neither sue the
Issuer, counsel to the Issuer or any of its board members, officers, agents or employees, past,
present or future, for any claim, loss, demand, action or nonaction based upon this financing
(except for an action based upon gross negligence) nor ever raise as a defense in any proceedings
whatsoever that the Issuer is the true party in interest. Notwithstanding the provisions of the
foregoing sentence, the School District shall be entitled to (i) bring an action of specific
performance against the Issuer to compel any action required to be taken by the Issuer hereunder
or an action to enjoin the Issuer from performing any action prohibited hereunder or under any
other documents, by this instrument or any other agreement executed and delivered in connection
with the assumption of the Fixed Payer Swap or the issuance of the Bonds, but no such action
shall in any way impose pecuniary liability upon the Issuer, counsel to the Issuer or any of its
board members, officers, agents or employees, and (i) join the issuer in any litigation if such
joinder is necessary to pursue any of the School District’s rights, provided that prior to such
joinder, the School District shall post such security as the Issuer may reasonably require to
protect further the Issuer from loss, including but not limited to reasonable attorney’s fees.
Subject to the rights of a Bond Insurer (if any), the Issuer will follow the directions of the School
District in connection with actions required or permitted to be taken by the Issuer under the
Fixed Payer Swap, including, but not limited to, the exercise of optional termination rights.
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ARTICLE 111
DEVELOPMENT AND FINANCING OF REFUNDING PROJECT; ISSUANCE OF BONDS
SECTION 3.1  Issuarce of Bonds; Application of Proceeds.

To provide funds to make the Loan for the purpose of paying Costs, the Issuer
will issue the Bonds, at the request and for the benefit of the School District. The Bonds will be
issued pursuant to the Indenture and will bear interest, mature and be subject to redemption all as
set forth therein. The School District hereby approves the terms and conditions of the Indenture
and the Bonds, and the terms and conditions under which the Bonds will be issued, sold and
delivered, including the Initial Bond Purchase Agreement. Subject to and upon compliance with
the applicable provisions of the Indenture, the Rate Mode of the Bonds may be converted, as
described in the Indenture, or outstanding Bonds may be reissued, remarketed or refunded by
other Bonds secured by the Indenture, at the written direction of the School District or as
otherwise provided in the Indenture. Any and all fees and expenses in connection with any such
conversion or refunding shall be paid by the School District.

The proceeds from the sale of the Bonds shall be loaned to the School District
pursuant to Section 4.1 hereof and, at the direction of the School District, such proceeds shall be
paid over to the Trustee to be used for the payment of the costs of issuing the Bonds and for the
payment of costs of the Refunding Project.

SECTION 3.2  School District Required to Pay Costs in Event Proceeds
Insufficient.

If money available to the School District from the proceeds of the Bonds are not
sufficient to pay the Costs in full, the School District shall pay the shortfall or cause the same to
be paid from other sources. The School District shall not be entitled to any abatement,
diminution or postponement of the Loan Payments as a result of such payment. The Issuer shall
not be responsible for any Costs or any of the costs, fees, expenses and liabilities in connection
with the issuance of the Bonds or the Fixed Payer Swap, the execution or delivery of a Liquidity
Facility, an Insurance Policy or any related documents, instruments or agreements.

SECTION 3.3  Investment and Use of Fund Money.

At the oral (promptly confirmed in writing) or written request of an Authorized
Representative of the School District, any money held as part of the Settlement Fund and the
other funds and accounts established under the Indenture shall be invested or reinvested by the
Trustee in Eligible Investments (as defined in the Indenture). The Issuer and the School District
each hereby covenants that it will restrict investment and reinvestment and the use of the
proceeds of the Bonds in such manner and to such extent, if any, as may be necessary, after
taking into account reasonable expectations at the time of delivery of and payment for the Bonds,
so that the Bonds will not constitute arbitrage bonds under Section 148 of the Code.

-10 -
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SECTION 3.4 Rebate.

The School District agrees to engage a Financial Consultant (as defined in the
Indenture) if required to determine the Rebate Amount, to timely make such payments as are
required of the School District under Section 5.06 of the Indenture, to make all computations of
the Rebate Amount in accordance with Section 148 of the Code, and to otherwise comply with
requirements of Section 5.06 of the Indenture applicable to the School District. The obligation of
the School District to make such payments shall remain in effect and be binding upon the School
District notwithstanding the release and discharge of the Indenture.

S11 -
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ARTICLE IV
LOAN BY ISSUER; LOAN PAYMENTS; OTHER PAYMENTS
SECTION 4.1  Loan by Issuer.

Upon the terms and conditions of this Agreement and at the request and direction
of the School District, the Issuer will make the Loan to the School District on the Issue Date in a
principal amount equal to the proceeds of the Bonds. The Loan shall be deemed fully advanced
upon deposit of the proceeds of the Bonds in the Settiement Fund pursuant to Section 2.01 of the
Indenture.

SECTION 4,2  Loan Payments; Base Loan Payments.

The School District agrees to pay to the Issuer or its assignee the Base Loan
Payments in installments which, as to amounts, correspond to the payments of the principal,
premium, if any (including accelerated principal payments) and interest (which shall include the
alternate interest rates specified herein or the Indenture and Periodic Payments on the Fixed
Payer Swap), that shall be due on or with respect to the Bonds. Such payments shall be made by
the School District on or before noon of the third Business Day prior to (i) the day on which
corresponding payments of the Bonds are due under the Indenture or (ii) the day funds are
required to be delivered to the Trustee to effect the purchase of Bonds tendered for optional or
mandatory purchase pursuant to Article IV of the Indenture or (iii) the day Periodic Payments are
due under the Fixed Payer Swap.

Such Base Loan Payments and other payment obligations shall be reduced to the
extent that other money are available under the Indenture for such payments by the Trustee and a
credit in respect thereof has been granted pursuant to the terms of the Indenture. It is the
intention of the Issuer and the School District that, notwithstanding any other provision of this
Agreement, the Trustee, as assignee of the Issuer, shall receive funds from or on behalf of the
School District at such times and in such amounts as will enable the Issuer to meet all of its
obligations under the Bonds, the Indenture, the Initial Bond Purchase Agreement, the Fixed
Payer Swap, any applicable Liquidity Facility, any applicable Remarketing Agreement and any
other related documents, agreements or instruments including any such obligations (exclusive of
the Unassigned Issuer’s Rights) surviving the payment of the Bonds, the Indenture, the Fixed
Payer Swap, the Initial Bond Purchase Agreement, such Liquidity Facility, such Remarketing
Agreement or any other related document, instrument or agreement. Accordingly, so long as an
Insurance Policy is in full force and effect, the School District shall pay all Base Loan Payments
specified in clause (i) of its definition, and cause alt Base Loan Payments specified in (ii) of its
definition to be made, by noon at least three Business Days prior to the applicable Interest
Payment Date. In addition, if there is any deficiency in amounts required to be deposited in the
Rebate Fund or paid to the United States pursuant to Section 5.06 of the Indenture, the School
District shall immediately, upon notice from the Trustee, pay such amount to the Trustee for
deposit to the Rebate Fund. Notwithstanding the foregoing provision, in the event that the School
District delivers to the Trustee an Officer’s Certificate accompanied by an opinion of Bond
Counsel addressed to the Trustee to the effect that all or a portion of such payment to the United
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States of America pursuant to Section 5.06 of the Indenture or deposit to the Rebate Fund is not
required to be made, such payment or a portion thereof need not be made.

SECTION 4.3 Payments to Redeem Bonds.

(a) Optional and Mandatory Redemption. Whenever the Bonds are subject to
optional redemption, the School District may pay or cause to be paid Base Loan Payments to the
Trustee in addition to the scheduled Base Loan Payments required to be made under Section 4.2
hereof and direct the Trustee to use the Base Loan Payments so delivered for the purpose of
calling Bonds for optional redemption in accordance with the applicable provisions of the
Indenture and redeeming such Bonds at the redemption price stated in the Indenture; provided,
however, that while the Fixed Payer Swap is in effect, there shall be no optional prepayment of
the Note unless provision has been made to terminate or transfer the Fixed Payer Swap or
otherwise reduce or assign the notional amount of the Fixed Payer Swap in proportion to the
optional prepayment of the Note and the corresponding Bonds; provided, further, while Bonds
are in the Floating Mode, the Bonds may not be optionally redeemed, in whole or in part, except
as permitted by the terms of such Bonds, the Indenture and the Initial Bond Purchase Agreement.
Such Base Loan Payments shall be held and applied as provided in the Indenture and delivery
thereof shall not operate to abate or postpone Loan Payments otherwise becoming due or to alter
or suspend any other obligations of the School District under this Agreement. Whenever the
Bonds are subject to optional redemption pursuant to the Indenture, the Issuer will, but only upon
written request of the School District, direct the Trustee to call the same for redemption as
provided in the Indenture. Whenever the Bonds are subject to mandatory redemption pursuant to
the Indenture, the School District will cooperate with the Issuer and the Trustee in effecting such
redemption. In the event of any optional or mandatory redemption of the Bonds, the School
District will pay or cause to be paid on or before the date of redemption an amount equal to the
applicable redemption price as a prepayment of that portion of the Base Loan Payments
corresponding to the principal of the Bonds to be redeemed, together with applicable premium (if
any) and interest accrued to the date of redemption.

(b) Special Mandatory Redemption. The Note shall be subject to acceleration
of Base Loan Payments to provide for the redemption and payment of the Bonds in part, at the
redemption price, on the dates and in the principal amounts as set forth in the Indenture for the
mandatory sinking fund requirements with respect to the Bonds (including, without limitation,
the accelerated mandatory sinking fund requirements of the Bonds while they bear interest in a
Floating Mode described in Section 3.01(2)(ii) of the Indenture).

(© Acceleration Due to Scheduled or Special Tender of the Bonds. The Note
shall be subject to acceleration of, and increase in, Base Loan Payments to provide for the
scheduled or special tender of the Bonds and increased interest rates as set forth in the Indenture
and the Initial Bond Purchase Agreement.

SECTION 4.4  Additional Payments.
The School District shall promptly and timely pay as Additional Payments

hereunder: (a) to the Issuer and/or Holder of a Bond, upon the execution of this Agreement any
and all reasonable costs and expenses (including legal fees and expenses) incurred or to be paid
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by or on behalf of the Issuer in connection with the issuance and delivery of the Bonds and the
execution and delivery of this Agreement, the Fixed Payer Swap, the Indenture, any applicable
Liquidity Facility, any applicable Remarketing Agreement, any applicable Bond Purchase
Contract (including the Initial Bond Purchase Agreement), or any other related document,
instrument or agreement or otherwise related to actions taken by the Issuer under this
Agreement, any applicable Insurance Commitment, any applicable Bond Purchase Contract
(including the Initial Bond Purchase Agreement), any applicable Liquidity Facility, any
applicable Remarketing Agreement, the Fixed Payer Swap (except with respect to Periodic
Payments which are within the definition of Base Loan Payments) or the Indenture, the Bonds or
any other related document, instrument or agreement or any amendment thereof, supplement
thereto or waiver or consent thereunder so long as the Bonds are Outstanding; (b) to a
Remarketing Agent (if any), the reasonable fees and expenses of a Remarketing Agent under the
Indenture and applicable Remarketing Agreement for services rendered in connection with the
Bonds; (c) to the Trustee, the reasonable fees, charges and expenses of the Trustee and its agents
for acting as such under the Indenture and under this Agreement; (d) to a Bond Insurer (if any),
the amounts required to be paid, if any, by the Issuer in connection with an Insurance Policy and
the applicable Insurance Commitment; (¢) to a Bank (if any), any amounts due and owing under
a Liquidity Facility; (f) to the Purchaser, any amounts due and owing under the Initial Bond
Purchase Agreement; and (g) to the Counterparty and/or a Bond Insurer (as insurer of the Fixed
Payer Swap, if applicable), any additional amounts due and owing under the Fixed Payer Swap,
with the priotity described in the Debt Act, and any fees, costs and expenses incurred by reason
of the enforcement and protection of the Counterparty’s rights thereunder in connection with the
execution and delivery of the Fixed Payer Swap and any and all other amounts due and owing
thereunder (including without limitation, termination payments) or in connection with the Bonds.

SECTION 4.5  Obligations Unconditional.

The obligations of the School District to promptly and timely make all Loan
Payments and any payments required under Sections 4.2, 4.3, 4.4 and 5.5 shall be absolute and
unconditional, and the School District shall make such payments without abatement, diminution
or deduction regardless of any cause or circumstances whatsoever including without limitation
any defense, set-off, recoupment or counterclaim which the School District may have or assert
against the Issuer, the Trustee, any Bondholder specifically identified in the Indenture, the
Counterparty (other than with respect to any netting provisions contained in the Fixed Payer
Swap), a Remarketing Agent (if any), a Bank (if any), a Bond Insurer (if any) or any other
Person, whether express or implied, or any duty, liability or obligation arising out of or
connected with this Agreement, it being the intention of the parties that the payments required of
the School District hereunder will be paid promptly and timely in full when due without any
delay or diminution whatsoever. Base Loan Payments required to be paid by or on behalf of the
School District hereunder shall be received by the Issuer or the Trustee as net of any other
Revenues available under the terms of the Indenture on the date when a Base Loan Payment is
due and the School District agrees to pay or cause to be paid all charges against, or which will
diminish, such net sums.

SECTION 4.6  Assignment of Issuer’s Rights; Consent of Trustee.
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To secure the payment of the School District’s obligations to the Issuer hereunder,
the Issuer is pledging and assigning, without recourse, to the Trustee all the Issuer’s rights in, to
and under this Agreement (except for Unassigned Issuer’s Rights), the Funds and Accounts
(defined in the Indenture), Revenues (defined in the Indenture) and the other property comprising
the Trust Estate. The School District consents to such pledge and assignment and agrees to
timely and promptly make or cause to be made Loan Payments directly to the Trustee without
defense or set-off by reason of any dispute between the School District and the Trustee.
Whenever the School District is required to obtain the consent of the Issuer hereunder (which
consent shall not be unreasonably withheld), the School District shall also obtain the consent of
the Trustee in accordance with the terms of the Indenture, and, if necessary, the consent of a
Bond Insurer (if any) in accordance with the terms of an Insurance Policy and the Purchaser or
any subsequent Holder of the Bonds during the initial Floating Rate Period in accordance with
the terms of the Initial Bond Purchase Agreement; provided that, except as otherwise expressly
stipulated herein or in the Indenture, the School District shall not be required to obtain the
Trustee’s consent with respect to the Unassigned Issuer’s Rights.

SECTION 4.7  General Obligation of the School District.

This Agreement, including the obligation to make all Loan Payments hereunder,
is a general obligation of the School District secured by the full faith, credit and taxing power of
the School District, as evidenced by the Note in accordance with the terms thereof and of the
Debt Act, and such pledge is specifically enforceable under the Debt Act pursuant to the
approval of proceedings filed by the School District with DCED, for the incurrence of debt with
respect to the Note and pursuant to proceedings filed with the Department under Section 8284 of
the Debt Act with respect to the Fixed Payer Swap. To secure the Base Loan Payments, and any
other payments hereunder or obligations to a Holder of a Bond (inchuding the Purchaser), a Bank
(if any), the Counterparty and a Bond Insurer (if any) with respect thereto, as provided by the
Debt Act, the Issuer is pledging and assigning, without recourse, to the Trustee all the Issuer’s
rights in, to and under the Note. The School District covenants and agrees that it shall: (i) include
the Base Loan Payments due hereunder and under the Note for each fiscal year in which such
payments are payable in its budget for that year; (ii) appropriate such amounts from its general
revenues for such Base Loan Payments; and (iii) duly and punctually pay or cause to be paid
from its sinking fund or any other of its funds or revenues such Base Loan Payments.

The School District further covenants and agrees that: (i) it shall use all legally
available funds of the School District to the payment of any Settlement Amount when due, (ii) to
the extent legally available funds are insufficient to pay any Settlement Amount when due, the
School District shall include the amount of such unpaid Settlement Amount due in its budget for
the fiscal year immediately succeeding the fiscal year in which the termination occurred; (iii)
shall appropriate such amounts from its general revenue to the payment of such Settlement
Amount; and (iv) shall duly and punctually pay or cause to be paid any Settlement Amount at the
dates and places and in the manner stated in the Fixed Payer Swap according to the true intent
and meaning thereof. The School District represents and warrants that such obligations are
enforceable in contract or through an action in mandamus to compel the School District and its
officials to fulfill such obligations and the Trustee agrees to undertake such enforcement at the
direction of the Counterparty whether or not an Event of Default has occurred under this
Agreement.
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SECTION 4.8 Liquidity Facility.

If a Liquidity Facility then in effect is scheduled to terminate or expire or if the
events described in Section 6.02(b)(ii) of the Indenture have occurred, the School District hereby
agrees to take all such action required to provide for the delivery of an Alternate Liquidity
Facility under Section 6.02(b) of the Indenture.
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ARTICLE V
ADDITIONAL COVENANTS OF SCHOOL DISTRICT
SECTION 5.1 Compliance with Laws.

The School District shall comply with all applicable requirements of federal, state
and local laws and the regulations, rules and orders of any federal, state or local agency, board,
commission or court having jurisdiction over its facilities or the operation thereof, including
without limitation applicable zoning, planning, building and environmental laws, regulations,
rules and orders; provided that the School District shall be deemed in compliance with this
Section so long as it is contesting in good faith any such requirement by appropriate legal
proceedings.

SECTION 5.2 Financial Statements; Books and Records.

The School District shall prepare or have prepared such financial statements and
reports in such form as are reasonably required by the Counterparty, a Bond Insurer (if any), the
Purchaser or any subsequent Holder of the Bonds during the initial Floating Rate Period, as
applicable, under the terms of the Initial Bond Purchase Agreement, or a Bank (if any), and shall
keep true and proper books of records and accounts in which full and correct entries are made of
all its business transactions, Copies of annual audited financial statements shall be provided to
the Trustee if the School District is so requested, and such books of records and accounts shall be
made available for inspection upon reasonable notice during normal business hours upon request
by the Issuer, the Trustee and their respective agents.

SECTION 5.3 Insurance.

The School District shall at its own cost and expense obtain or cause to be
obtained insurance policies against such risks, and in such amounts, as are customarily insured
against by school districts in the Commonwealth and shall pay, as the same become due and
payable, all premiums in respect thereof.

SECTION 5.4  Litigation Notice.

The School District shall give the Trustee, the Counterparty, a Remarketing Agent
(if any), a Bond Insurer (if any), the Purchaser or any subsequent Holder of the Bonds during the
initial Floating Rate Period, as applicable, under the terms of the Initial Bond Purchase
Agreement and a Bank (if any) prompt written notice of any action, suit or proceeding pending
or to its knowledge threatened against it at law or in equity, or before any governmental
instrumentality or agency, which, if adversely determined, would materially impair the right or
ability of the School District to carry on its affairs or would materially and adversely affect its
business, operations, properties, assets or financial condition.

SECTION 5.5 Indemnification.

The School District will pay, reimburse, indemnify and hold harmless, to the
extent authorized by law, the Issuer, a Bank (but only to the extent provided in the applicable
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Liquidity Facility), the Trustee, any Bondholder, the Counterparty and any applicable Bond
Insurer (each, an “Indemnified Party”) and each member, director, officer, employee, attorney
and agent of each Indemnified Party for and against any and all claims, losses, damages or
liabilities (including the costs and expenses of defending against any such claims) to which each
Indemnified Party or any member, director, officer, employee or agent of each Indemnified Party
may become subject, insofar as such losses, claims, damages or liabilities (or actions in respect
thereof) arise directly or indirectly out of and which are not the result of negligence or bad faith
on the part of any of the foregoing (a) any loss or damage to property or injury to or death of or
loss by any Person, that may be occasioned by any cause whatsoever pertaining to any buildings
or facilities of the School District; (b) any breach or default on the part of the School District in
the performance of any covenant or agreement of the School District under any of the School
District’s Agreements or any related document, or arising from any act or failure to act by the
School District or any of its agents, contractors, servants, employees or licensees; (c) the
authorization, issuance and sale of the Bonds, the execution and delivery of the School District’s
Agreements or the provision by the School District of any information or certification furnished
in connection therewith concerning the Bonds, this Agreement, the Refunding Project or the
School District (including, without limitation, any information furnished by the School District
for inclusion in any certification made by the Issuer or for inclusion in, or as a basis for
preparation of, the information statements furnished by the Issuer and any information or
certification obtained from the School District) to assure the exclusion of the interest on the
Bonds from the gross income of the Holders for federal income tax purposes; (d) the School
District’s failure to comply with any requirements of this Agreement pertaining to compliance
with the Code under Sections 5.6 and 5.7; (e) any failure by the School District to comply with
the provisions of the Debt Act; and (f) any claim, action or proceeding brought with respect to
any matter set forth in clause (a), (b), (c), (d) or (e) above.

The School District will pay, reimburse, indemnify and hold harmless, to the
extent authorized by law, each Indemnified Party for and against all liabilities, claims, costs and
expenses incurred by or on behalf of each Indemnified Party and without negligence or bad faith
on the part of each Indemnified Party on account of any action taken or omitted to be taken by
each Indemnified Party in accordance with the terms of this Agreement, the Bonds, an Insurance
Policy, a Liquidity Facility, a Remarketing Agreement, the Fixed Payer Swap or the Indenture or
any action taken at the request of or with the consent of the School District, including reasonable
counsel fees and expenses and the other reasonable costs and expenses incwrred by each
Indemnified Party in defending themselves against any such claims.

In case any action or proceeding is brought against any Indemmified Party in
respect of which indemnity may be sought hereunder, the party seeking indemmity promptly shall
give written notice of that action or proceeding to the School District, and the School District
upon receipt of that notice shall have the obligation (to the extent that the indemnity set forth
above applies) and the right to assume the defense of the action or proceeding; provided that
failure of a party to give that notice shall not relieve the School District from any of its
obligations under this Section unless (and then only to the extent) that failure prejudices the
defense of the action or proceeding by the School District. At its own expense, an Indemnified
Party may employ separate counsel and participate in the defense. The School District shall not
be liable for any setilement made without its consent, which shall not be unreasonably withheld,
conditioned or delayed.
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The indemnification set forth above is intended to and shall (i) include the
indemnification of all affected directors, officers, agents, counsel and employees of each
Indemnified Party, and (ii) be enforceable by each Indemnified Party to the full extent permitted
by law.

This Section 5.5 shall survive the termination of this Agreement, the Indenture,
the Fixed Payer Swap, an Insurance Policy, a Liquidity Facility, a Remarketing Agreement and
the payment or defeasance of the Note and the Bonds and the removal or resignation of the
Trustee for any reason.

SECTION 5.6 Tax Covenants of School District and Issuer.

The School District covenants and represents that it will at all times do and
perform all acts and things necessary or desirable and within its reasonable control in order to
assure that interest paid on the Bonds shall not be includable in the gross income of any Holder
for federal income tax purposes. The School District also covenants and represents that it shall
not take or omit to take, or permit to be taken on its behalf, any actions which, if taken or
omitted, would adversely affect the excludability from the gross income of the Holders of
interest paid on the Bonds for federal income tax purposes. The Issuer and the School District
mutually covenant for the benefit of the Holders that they will not use the proceeds of the Bonds,
any money derived, directly or indirectly, from the use or investment thereof or any other money
on deposit in any fund or account maintained in respect of the Bonds (whether such money were
derived from the proceeds of the sale of the Bonds or from other sources) in a manner which
would cause the Bonds to be treated as “arbitrage bonds” within the meaning of Section 148 of
the Code or would otherwise violate Section 7.08 of the Indenture.

At no time will any funds constituting gross proceeds (as defined in Section 148 of
the Code) of the Bonds be used by the Issuer or the School District to acquire investments at
other than fair market value within the meaning of the applicable Treasury Regulations
pertaining to, or in any other fashion that would constitute failure of compliance with, Section
148 of the Code. Investments or deposits in certificates of deposit or pursuant to investment
contracts shall not be made by the Issuer or the School District without compliance, at or prior to
such investment or deposit, with the requirements of Treasury Regulations Section 1.148-
5(d)(6)(ii) and (1ii), respectively, or with any successor provisions thereto.

SECTION 5.7 Further Tax Covenants of School District.

The School District acknowledges having received and reviewed the Indenture
and the Fixed Payer Swap, and is familiar with the provisions of the foregoing documents and
agrees to perform all duties imposed upon it by the Indenture, this Agreement, the Fixed Payer
Swap and by the Code to preserve the exclusion of the interest payable on the Bonds from
federal income taxation; and the School District approves the tax certificate in connection with
the issuance of the Bonds. Insofar as the Indenture, the Fixed Payer Swap or the tax certificate
contain certain obligations or make representations or covenants by, or to be performed by, the
School District, as to the expenditure or use of Bond proceeds, investment restrictions, the
amount of outstanding tax exempt obligations issued for the benefit of the School District or
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related parties, and otherwise, or impose duties and responsibilities upon the School District,
they are specifically incorporated herein by reference.
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ARTICLE VI
REDEMPTION OF BONDS
SECTION 6.1  Optional Redemption.

Provided no Event of Default shall have occurred and be continuing and the
conditions of Section 4.3 are met, at any time and from time to time, the School District may
deliver or cause to be delivered Loan Payments to the Trustee in addition to the scheduled Loan
Payments required to be made under Section 4.2 hereof and direct the Trustee in writing to use
the Loan Payments so delivered for the purpose of calling Bonds for optional redemption in
accordance with the applicable provisions of the Indenture, if any, and redeeming such Bonds at
the redemption price stated in the Indenture; provided, however, while Bonds are in the Floating
Mode, the Bonds may not be optionally redeemed, in whole or in part, except (i) as permitted by
the terms of such Bonds, the Indenture and the Initial Bond Purchase Agreement and (ii) on or
prior to such redemption, the Authority has optionally terminated the Fixed Payer Swap such that
the remaining notional amount of the Fixed Payer Swap will not exceed the outstanding principal
amount of the Bonds following such optional redemption and the School District has provided
sufficient Loan Payments to the Trustee for payment of any Settlement Amount due in
connection with such termination. Such Loan Payments shall be held and applied as provided in
Section 5.02 of the Indenture and delivery thereof shall not operate to abate or postpone Loan
Payments otherwise becoming due or to alter or suspend any other obligations of the School
District under this Agreement. Whenever the Bonds are subject to optional redemption pursuant
to the Indenture, the Issner will, but only upon written direction of the School District, direct the
Trustee in writing to call the same for redemption as provided in the Indenture.

SECTION 6.2  Mandatory Redemption.

The School District shall deliver or cause to be delivered to the Trustee the money
needed to redeem the Bonds in accordance with the mandatory redemption provisions, if any, set
forth in the Bonds and the Indenture. Whenever the Bonds are subject to mandatory redemption
pursuant to the Indenture, the School District will cooperate with the Issuer and the Trustee in
effecting such redemption.

SECTION 6.3  Actions by Issuer.

So long as the School District shall be in compliance with all of its obligations
and duties hereunder, at the request of the School District or the Trustee, the Issuer shall take all
steps required of it under the applicable provisions of the Indenture or the Bonds to effect the
redemption of all or a portion of the Bonds pursuant to this Article.
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ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES
SECTION 7.1 Events of Default.
Each of the following shall be an Event of Default:

(a)  Failure by the School District to make or cause to be made any Loan
Payment on or prior to the date on which such payment is due and payable;

(b) Failure by the School District to observe and perform any other
agreement, term or condition contained in this Agreement and continuation of such failure for a
period of 30 days after notice thereof shall have been given to the School District by the Issuer or
the Trustee, or for such longer period as the Issuer and the Trustee may agree to in writing;
provided that if the failure is other than the payment of money and is of such nature that it can be
corrected but not within the applicable period, such failure shall not constitute an Event of
Default so long as the School District institutes curative action within the applicable period and
diligently pursues such action to completion, and such failure shall not constitute an Event of
Default under any circumstances without the prior written consent of the applicable Bond
Insurer; provided. however that such cure period shall not exceed 90 days unless the applicable
Bond Insurer consents to a longer cure period;

(c) For any reason the Bonds are declared due and payable by acceleration
accordance with the Indenture.

SECTION 7.2 Remedies on Default.

. (a) Whenever an Event of Default shall have happened and be subsisting, any
one or more of the following remedial steps may be taken:

(1)  If acceleration of the principal amount of the Bonds prior to
maturity has been declared pursuant to Section 8.03 of the Indenture, the Trustee shall
declare all Loan Payments to be immediately due and payable, whereupon the same shall
become immediately due and payable; and

(2)  The Issuer, the Bond Insurer (if any) and the Trustee (as holder of
the Note and assignee of this Agreement) may pursue any and all remedies now or
hereafter existing at law or in equity to collect all amounts then due and thereafter to
become due under this Agreement and the Note, or to enforce the performance and
observance of any other obligation or agreement of the School District under this
Agreement and the Note.

(3) Anything in this Agreement to the contrary notwithstanding, so
long as principal and interest due on the Bonds is being paid in full, including upon a
remarketing or reissuance contemplated by the Indenture (as supplemented in the case of
a refunding of outstanding Bonds with Additional Bonds) upon the occurrence of a
failure to pay all or any portion of the Periodic Payments and any Settlement Amount
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under the Fixed Payer Swap, the Counterparty shall have the right to and be entitled to
direct the Trustee, as the holder of the Note, to take all actions authorized by law under
this Agreement and the Indenture to collect such sums, except for the right to accelerate
the principal of the Note.

(b)  The School District covenants that, in case it shall fail to pay or cause to
be paid any Loan Payments as and when the same shall become due and payable whether at
maturity, upon redemption or by acceleration or otherwise, then, upon demand of the Trustee or
the Issuer, the School District will pay to the Trustee the whole amount that then shall have
become due and payable hereunder; and, in addition thereto, such further amounts as shall be
sufficient to cover the costs and expenses of collection, including, but not limited to, a reasonable
compensation to the Trustee, its agents and counsel, and any reasonable expenses incurred by the
Trustee and the Issuer, their agents and counsel. In case the School District shall fail forthwith to
pay such amounts upon such demand, the Trustee shall be entitled and empowered to institute
any actions or proceedings at law or in equity for the collection of the sums so due and unpaid.

(© Notwithstanding the foregoing, the Trustee or the Issuer, as the case may
be, shall not be obligated to take any step which in its opinion will or might cause it to expend
money or otherwise incur liability unless and until a satisfactory indemnity bond or other
satisfactory indemnity has been furnished to the Trustee or the Issuer at no cost or expense to the
Trustee or the Issuer. Any amounts collected as Loan Payments or applicable to Loan Payments
and any other amounts which would be applicable to payment of Debt Service collected pursuant
to action taken under this Section shall be paid into the Debt Service Fund and applied in
accordance with the provisions of the Indenture or, if the Outstanding Bonds have been paid and
discharged in accordance with the provisions of the Indenture, shall be paid as provided in
Agrticle XTI of the Indenture for transfers of remaining amounts in the Debt Service Fund.

The provisions of this Section are subject to the further limitation that the
annulment by the Trustee of its declaration that all of the Bonds are immediately due and payable
also shall constitute an annulment of any corresponding declaration made pursuant to this
Agreement; provided that no such waiver or rescission shall extend to or affect any subsequent
or other default or impair any right consequent thereon.

SECTION 7.3 Remedies Not Exclusive.

No remedy conferred upon or reserved to the Issuer or the Trustee (as the holder
of the Note and assignee of this Agreement), by this Agreement is intended to be exclusive of
any other available remedy or remedies, but each and every such remedy shall be cumulative and
shall be in addition to every other remedy given under this Agreement, and the Indenture existing
at law or in equity, now or hereafter. No delay or omission to exercise any right or power
accruing upon any default shall impair that right or power or shall be construed to be a waiver
thereof, but any such right and power may be exercised from time to time and as often as may be
deemed expedient. In order to entitle the Issuer and the Trustee (as assignee of the Note and
assignee of this Agreement) to exercise any remedy reserved to it in this Article, it shall not be
necessary to give any notice, other than any notice required by law or for which express
provision is made herein.
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SECTION 7.4 No Waiver.

No failure by the Issuer, the Counterparty, the Trustee or Bond Insurer (if any), to
insist upon the strict performance by the School District of any provision hereof shall constitute a
waiver of their right to strict performance and no express waiver shall be deemed to apply to any
other existing or subsequent right to remedy the failure by the School District to observe or
comply with any provision hereof.

The Issuer and the Trustee may waive any Event of Default hereunder only with
the prior written consent of the applicable Bond Insurer (if any).

SECTION 7.5 Notice of Default.

The School District shall notify the Trustee, the Issuer, a Bond Insurer (if any),
the Counterparty, a Bank (if any) or other party specified in the Indenture, in writing
immediately if it becomes aware of the occurrence of any Event of Default hereunder or of any
fact, condition or event which, with the giving of notice or passage of time or both, would
become an Event of Default.
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ARTICLE VIII
MISCELLANEOUS
SECTION 8.1 Term of Agreement.

This Agreement shall be and remain in full force and effect from the date hereof
until such time as all of the Bonds shall have been fully paid (or provision made for such
payment) pursuant to the Indenture (including in accordance with Section I1.1 thereof), and all
other sums payable by the Issuer under the Indenture, the Fixed Payer Swap, a Remarketing
Agreement (if any) or a Liquidity Facility (if any), and the School District under this Agreement,
shall have been paid, except for obligations of the School District under Section 5.5 hereof,
which shall survive any termination of this Agreement.

SECTION 8.2  Notices.
(2) Notices to a Bond Insurer (if any), the Purchaser and the Counterparty.

In additien to any other notices required under this Agreement (i) a Bond Insurer
(if any) shall be provided all information required by the applicable Insurance Commitment, (ii)
the Purchaser under conditions described in the Indenture, shall be provided the notices
hereunder in the manner described in the Indenture and (iii) the School District shall provide all
information to the Counterparty as required under the Fixed Payer Swap.

(b)  All notices, certificates, requests or other communications hereunder shall
be in writing and shall be deemed to be sufficiently given when sent and received by express
delivery service or by registered or certified mail, postage prepaid, and addressed as follows:

(1)  If to the Issuer: Bethlehem Area School District Authority
1516 Sycamore Street
Bethlehem, PA. 181017
Attention: Superintendent of the School District

(2)  Ifto the Trustee: Manufacturers and Traders Trust Company
One M&T Plaza, 7® Floor
Buffalo, NY 14203
Aftention: Corporate Trust Department

(3)  Ifto the School District: Bethlehem Area School District
1516 Sycamore Street
Bethlehem, PA 18017
Attention: Superintendent

(4)  Ifto the Counterparty: JP Morgan Chase Bank, N.A.

Attention: Municipal Operations
Telephone:
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Fax:

Such parties, by written notice given hereunder to the Persons listed above, may
designate any further or different addresses to which subsequent notices, certificates, requests or
other communications shall be sent.

SECTION 8.3  Limitation of Liability; No Personal Liability.

In the exercise of the powers of the Issuer, the Trustee or a Remarketing Agent (if
any) hereunder or under the Indenture, including without limitation the application of money and
the investment of funds, neither the Issuer, the Trustee, a Remarketing Agent (if any) nor their
members, directors, officers, employees or agents shall be accountable to the School District for
any action taken or omitted by any of them in good faith and with the belief that it is authorized
or within the discretion or rights or powers conferred unless such acts or omissions are made
with gross negligence or in bad faith. The Issuer, the Trustee, a Remarketing Agent (if any) and
their members, directors, officers, employees and agents shall be protected in acting upon any
paper or document believed to be genuine, and any of them may conclusively rely and be free
from liability for acting or not acting upon the advice of counsel and may (but need not) require
further evidence of any fact or matter before taking any action. All covenants, obligations and
agreements of the Issuer contained in this Agreement or the Indenture shall be effective to the
extent authorized and permitted by applicable law. No such covenant, obligation or agreement
shall be deemed to be a covenant, obligation or agreement of any present or future member,

‘director, officer, agent or employee of the Issuer, and no official executing the Bonds shall be

liable personally on the Bonds or be subject to any personal liability or accountability by reason
of the issuance thereof or by reason of the covenants, obligations or agreements of the Issuer
contained in this Agreement or the Indenture.

SECTION 8.4  Binding Effect.

This Agreement shall inure to the benefit of and shall be binding in accordance
with its terms upon the Issuer, the School District and their respective successors and assigns;
provided that this Agreement may not be assigned by the School District (except in compliance
with Section 8.9 hereof) and may not be assigned by the Issuer except to the Trustee pursuant to
the Indenture or as otherwise may be necessary to enforce or secure payment of Base Loan
Payments and Additional Payments herein. This Agreement may be enforced only by the parties,
their assignees and others who may, by law, stand in their respective places. In addition, the
Counterparty, any Remarketing Agent (if any), any Bond Insurer (if any) and any Bank (if any)
are hereby explicitly recognized as third party beneficiaries of this Agreement to the extent of
their respective interests herein.

SECTION 8.5 Amendments.

Except as otherwise expressly provided in this Agreement or the Indenture,
subsequent to the issuance of the Bonds and unless and until all conditions provided for in the
Indenture for release of the Indenture having been met and all amounts due to the Counterparty
under the Fixed Payer Swap have been paid, and all amounts due to a Bank (if any) under a
Liquidity Facility have been paid, this Agreement may not be effectively amended, modified or
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terminated except by an instrument in writing signed by the Schoo! District and the Issuer, and
consented to in writing by the Trustee, if such amendment would materially adversely affect the
interest of the Holders, a Bank and Bond Insurer in accordance with the provisions of Article X
of the Indenture, and, to the extent provided in the Fixed Payer Swap, also by the Counterparty;
provided, further, however, that prior to the expiration of the Initial Bond Purchase Agreement,
this Agreement may not be amended without the prior written consent of the Purchaser or any
subsequent Holder of Bonds in the Floating Mode.

SECTION 8.6  Counterparts.

This Agreement may be executed in any number of counterparts, each of which
shall be regarded as an original and all of which shall constitute one and the same instrument.

SECTION 8.7  Severability.

If any provision of this Agreement is determined by a court to be invalid or
unenforceable, such determination shall not affect any other provision hereof, each of which
shall be construed and enforced as if the invalid or unenforceable portion were not contained
herein. Such invalidity or enforceability shall not affect any valid and enforceable application
thereof, and each such provision shall be deemed to be effective, operative and entered into in
the manner and to the full extent permitted by applicable law,

SECTION 8.8 Governing Law.

This Agreement shall be deemed to be a contract made under the laws of the
Commonwealth and for all purposes shall be governed by and construed in accordance with the
laws of the Commonwealth of Pennsylvania.

SECTION 8.9  Assignment.

The School District shall not assign this Agreement or any interest of the School
District herein, either in whole or in part except as set forth below. No such assignment may
occur unless the following conditions are fulfilled: (i) the assignee assumes in writing all of the
obligations of the School District hereunder; (ii) in the opinion of counsel satisfactory to the
Trustee neither the validity nor the enforceability of this Agreement shall be adversely affected
by such assignment; (iii) such assignment shall not, in the opinion of Bond Counsel, have an
adverse effect on the exclusion from gross income for federal income tax purposes of interest on
the Bonds; (iv) consent by the Issuer, which consent shall not be unreasonably withheld; (v) if an
Insurance Policy is in effect, the prior written consent of the applicable Bond Insurer, (vi) if a
Liquidity Facility is in effect, prior written consent of a Bank, (vii) prior to the expiration of the
Initial Bond Purchase Agreement, prior written consent of the Purchaser or any subsequent
Holder of the Bonds during the initial Floating Rate Period, and (viii) if the Fixed Payer Swap is
in effect, the prior written consent by the Counterparty. Subject to the foregoing, the terms
“Issuer”, “School District”, “Bond Insurer”, “Bank”, “Counterparty”, “Trustee” and
“Remarketing Agent” shall, where the context requires, include the respective successors and
assigns of such persons.

SECTION 8.10  Amount Remaining in Funds.
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It is agreed by the parties that any amounts remaining under the Indenture, after
payment in full of the Bonds (or provision for payment thereof having been made in accordance
with the provisions of the Indenture) and the payment in full of all obligations of the Issuer and
the School District under the Fixed Payer Swap, any rebate obligation, and of the reasonable
fees, charges and expenses of the Trustee, a Bank (if any), the Counterparty, a Bond Insurer (if
any) and the Issuer in accordance with the Indenture, shall, upon discharge of the Indenture
pursuant to Article X1 thereof, be paid by the Trustee to the School District.

Section 8.11. Bank and Bond Insurer.

(i) References to the Bond Insurer set forth herein shall only apply if an Insurance
Policy is in effect and the Bond Insurer has not defaulted on its obligations thereunder and (ii)
references to the Bank set forth herein shall only have effect if a Liquidity Facility is in effect
and the Bank has not defaulted on its obligations thereunder. Notwithstanding anything set forth
herein to the contrary, no Insurance Policy or Liquidity Facility shall be in effect during the
initial Floating Rate Period.

SECTION 8.11 Headings.

The captions or headings in this Agreement are for convenience of reference only
and shall not control or affect the meaning or construction of any provision hereof.

SECTION 8.12  Survival of Covenants; Conditions and Representations.

All covenants, duties, obligations, conditions and representations of the School
District contained herein that, by nature, implied or expressly involve performance in any
particular manner after the termination of this Agreement or that cannot be ascertained to have
been performed until after termination of this Agreement shall survive said termination. Without
intending to limit the generality of the foregoing, the School District’s covenants to make
Additional Payments and to indemnify the Issuer and the Trustee, as set forth in Sections 4.4 and
5.5 hereof, shall survive any termination of this Agreement.

SECTION 8.13  Termination of the Fixed Payer Swap.
If the Fixed Payer Swap is terminated pursuant to its terms, then any and all

amounts received by the Issuer from the Counterparty as a result of such termination shall be
immediately paid to, or at the direction of, the School District.
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IN WITNESS WHEREOF, the Issuer and the School District, intending to be
legally bound, have caused this Agreement to be duly executed in their respective names, all as
of the date first above written.

Attest: BETHLEHEM AREA SCHOOL
DISTRICT AUTHORITY
By:
Secretary Chairman
[SEAL]
Attest: BETHLEHEM AREA SCHOOL

DISTRICT, Northampton and Lehigh
- Counties, Pennsylvania

By:

Secretary President, Board of School Directors

[SEAL]
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EXHIBIT A

UNITED STATES OF AMERICA
COMMONWEALTH OF PENNSYLVANIA

BETHLEHEM AREA SCHOOL DISTRICT
(NORTHAMPTON AND LEHIGH COUNTIES, PENNSYLVANIA)
GENERAL OBLIGATION NOTE, SERIES A OF 2011

Final Maturity Date: January 1, 2030
Date of Initial Delivery: September , 2011

Registered Owner: BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY

Maximum Principal Amount: $35,000,000.00

BETHLEHEM AREA SCHOOL DISTRICT, located in Northampton and Lehigh
Counties, Pennsylvania (the “School District”), a school district duly organized and existing
under the laws of the Commonwealth of Pennsylvania (the “Commonwealth™), for value
received, promises to pay to the Registered Owner specified above or its registered assigns, the
principal amount specified above on the Maturity Date specified above, unless this Note is called
for earlier redemption and the payment of the redemption price adequately provided for, and to
pay interest thereon as described herein. Principal of and interest on this Note shall be payable in
such amounts and at such times so as to provide for the full and timely payment by the
Bethlehem Area School District Authority (the “Issuer”) of the principal of (whether at maturity,
upon mandatory redemption (including any accelerated mandatory sinking fund redemptions that
may be required under the Indenture or the Bonds), acceleration or otherwise) and interest, which
interest includes all amounts required to be paid by the Issuer to the Counterparty (as defined in
the hereinafter mentioned Loan Agreement) under the Fixed Payer Swap (as defined in the Loan
Agreement), on School Revenue Bonds which may be issued, reissued and remarketed by the
Issuer pursuant to the Loan Agreement (the “Bonds™), including while all or any portion of the
Bonds are owned by or pledged to a Liquidity Provider (if any) (as hereinafter defined) (“Bank
Bonds™), and all other Base Loan Payments payable pursuant to the Loan Agreement (hereinafter
defined), after giving effect to any and all payments received by the Issuer or Manufacturers and
Traders Trust Company (the “Trustee”) as trustee under the Trust Indenture, dated September ,

2011, with the Issuer, and on deposit in the Debt Service Fund (including the sinking fund

established under the Resolution) to pay the Bonds, as such terms are defined in the Loan
Agreement hereinafter mentioned. Any other provision of this Note or of the Loan Agreement to
the contrary notwithstanding, the maximum rate of interest payable on the outstanding principal
balance of this Note shall be twenty-five percent (25%), per annum, for so long as the Bonds and
the Fixed Payer Swap are Outstanding.
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PAYMENT TERMS

The principal of and redemption premium, if any, payable upon maturity or any
earlier redemption or prepayment of this Note are payable upon presentation and surrender of
this Note to the Registered Owner or, at its direction, to the Trustee at its address set forth in the
Loan Agreement, or its successor as paying agent and sinking fund depository with respect to
this Note (the “Paying Agent”), at its designated corporate trust office, which may be designated
by the Paying Agent from time to time and written notice of which shall be sent by the Paying
Agent to the Registered Owner of this Note by first class United States mail. The principal and
redemption price of and interest on this Note are payable from funds deposited in the sinking
fund established under the Resolution and contemplated by the Indenture, in lawful money of the
United States of America.

GENERAL PROVISIONS

This Note evidences the obligation of the School District to repay the loan to be
made by the Issuer to the School District under the Loan Agreement, dated September , 2011, by
and between the Issuer, as lender, and the School District, as borrower (the “Loan Agreement”).
All initially capitalized terms used herein and not defined shall have the meaning set forth in the
Loan Agreement, unless otherwise required by the rules of grammar or context.

This Note is issued pursuant to a resolution duly adopted by the Board of School
Directors of the School District on September 21, 2009, (the “Resolution”), and is issued in
accordance with the provisions of the Pennsylvania Local Government Unit Debt Act, as
amended (the “Debt Act™). The issuance of this Note by the School District and the incurrence of
the indebtedness evidenced by this Note have been approved, as required by the Debt Act, by the
Department of Community and Economic Development of the Commonwealth. The School
District has covenanted in the Loan Agreement and hereby covenants with the holder of this
Note that it shall (i) include the amount of Base Loan Payments payable for each fiscal year in
which such payments are payable in its budget for that year, (ii) appropriate such amounts from
its general revenues for the payment of such Base Loan Payments, and (jii) duly and punctually
pay or cause to be paid from its sinking fund or any other of its revenues or funds the principal of
and the interest on this Note at the dates and places and in the manner stated in this Note,
according to the true intent and meaning hereof. For such budgeting, appropriation and payment,
the School District has pledged, and does hereby pledge, its full faith, credit and taxing power.
This covenant is specifically enforceable; subject, however, as to the enforceability of remedies,
to any applicable bankruptcy, insolvency, moratorium or similar laws or equitable principles
affecting the enforcement of creditors’ rights generally. Nothing in this paragraph should be
construed to give the School District any taxing power not granted by another provision of law,

Upon execution and delivery of the Indenture on the Issue Date, the Indenture
shall provide that the Issuer has assigned to the Trustee the Issuer’s right, title and interest in and
to the Loan Agreement (except the Unassigned Issuer’s Rights as defined therein) and this Note,
Furthermore, upon the effective date of issuance, reissuance or change in the Rate Mode on the
Bonds in or to the Weekly Mode (as defined in the [ndenture), the School District shall cause to
be delivered to the Trustee a Liquidity Facility (as defined in the Loan Agreement) to provide
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liquidity with respect to the Bonds upon optional or mandatory tender as more fully described in
the Indenture.

No recourse under or upon any obligation, covenant, acceptance or agreement
contained in the Loan Agreement, or upon this Note or under any judgment obtained against the
School District or by the enforcement of any assessment or by any legal or equitable proceeding
by virtue of any constitution or statute or otherwise, or under any circumstances, shall be had
against any school director or officer, as such, past, present, or future, of the School District,
whether directly or through the School District, or otherwise, for the payment for or to the
School District or any receiver thereof, or for or to any holder of this Note, or otherwise, of any
sum that may be due and unpaid by the School District upon this Note. Any and all personal
liability of every nature, whether at common law or in equity, or by statute or by constitution or
otherwise, of any such school director or officer, as such, to respond by reason of any Debt Act
or omigsion on his or her part, or otherwise, for, directly or indirectly, the payment for or to the
School District or any receiver thereof, or for or to the owner or any holder of this Note, or
otherwise, of any sum that may remain due and unpaid upon this Note, shall be deemed to be and
is hereby expressly waived and released as a condition of and consideration for the execution and
delivery of the Loan Agreement and the issuance of this Note.

PREPAYMENT

This Note shall be subject to prepayment prior to its stated maturity, pursuant to
notice mailed to the Registered Owner by the Paying Agent, via first class United States Mail, at
least 30 days (15 days in the case of a prepayment relating to Bonds bearing interest in the
Weekly Mode or Floating Mode), prior to the stated redemption date, or such lesser notice as
shall be acceptable to the Paying Agent and permits adequate notice to the holders of the Bonds
under their terms, as follows:

Maturity and Mandatory Sinking Fund Prepayment. Subject to earlier payments
due upon maturity or redemption described in the applicable Bonds, this Note shall be subject to
maturity or mandatory prepayment, in part, at a redemption price or 100% of the principal
amount paid, on the dates and in the principal amounts set forth in the attached Schedule A. This
Note shall be subject to acceleration or mandatory prepayment, to the extent of Outstanding
Bonds that are Bank Bonds, in accordance with any special mandatory redemption provisions of
such Bank Bonds set forth in such Liquidity Facility. This Note shall also be subject to
acceleration or mandatory prepayment on the initial Special Mandatory Tender Date, in the event
that all of the Bonds are not successfully remarketed in another Rate Mode on the initial Special
Mandatory Tender Date in accordance with the terms of Section 3.01(a)(ii) of the Indenture.

Optional Redemption. This Note shall be subject to optional prepayment (from
funds other than those deposited in accordance with the mandatory sinking fund requirements
under the Loan Agreement), on the dates and at a redemption price applicable to the Bonds, upon
the direction of the School District described in the Indenture; provided, however, that while the
Fixed Payer Swap is in effect, there shall be no optional redemption of the Bonds unless
provision has been made to terminate or transfer the Fixed Payer Swap or otherwise to reduce the
notional amount of the Fixed Payer Swap in proportion to the amount of the optional
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redemption; provided, further, that while Bonds are in the Floating Mode, the Bonds may not be
optionally redeemed, in whole or in part, except as permitted by the terms of such Bonds and the
Indenture; provided, further, that the Bonds may not be optionally redeemed prior to October 5,
2011 and pay all amounts due under the Fixed Payer Swap in connection therewith pursuant to
the terms of the Fixed Payer Swap.

REGISTRATION AND TRANSFER

The School District and any Paying Agent may deem and treat the Person in
whose name this Note is registered as the absolute owner hereof for the purpose of receiving
payment of, or on account of, the principal or prepayment price hereof and interest hereon and
for all other purposes, regardless of whether this Note shall be overdue, and the School District
and any Paying Agent shall not be affected by any notice to the contrary. Any Paying Agent shall
register the transfer of ownership of this Note upon the registration books maintained by it on
behalf of the School District upon surrender of this Note to such Paying Agent, accompanied by
a written instrument or instruments of assignment in form, with instructions, and with guaranty
of signature satisfactory to the Paying Agent, duly executed by the registered owner of this Note
or his or its attorney-in-fact or legal representative.

MISCELLANEOUS

It is certified and recited that (i) there have been performed and have happened in
regular and due form, as required by law, all acts and conditions necessary to be done or
performed by the School District or to have happened (A) precedent to and in the issuing of the
Note in order to make it a legal, valid and binding obligation of the School District, and (B)
precedent to and in the execution and delivery of the Loan Agreement in order to make it a legal,
valid and binding obligation of the School District; (ii) the full amount of the Loan evidenced by
the Note has been received by the School District; and (iii) the Note does not exceed or violate
any constitutional or statutory limitation.
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IN WITNESS WHEREOF, the School District has caused this Note to be
executed in its name by the President of the Board of School Directors, and its seal to be affixed
hereto and signed by the Secretary of the Board of School Directors in attestation thereof, all as
of September , 2011.

BETHLEHEM AREA SCHOOL DISTRICT
Northampton and Lehigh Counties, Pennsylvania

By:

President of the Board of
School Directors
ATTEST:

Secretary of the Board of School
Directors

(SEAL)
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ASSIGNMENT

For value received, the undersigned sells, assigns and transfers unto
the
within Note and irrevocably constitutes and appoints attorney to transfer that Note on the books
kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: The assignor’s signature to this
assignment must correspond with the name as it
appears upon the face of the within Note in every
particular, without alteration or any change
whatever.
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Mandatory (Sinking Fund) Redemption Schedule

(subject to the terms of the applicable Bonds, the
Indenture and the Resolution)

Mandatory Redemption

Date
January 1, 2012
January 1, 2013
January 1, 2014
January 1, 2015
January 1, 2016
January 1, 2017
January 1, 2018
January 1, 2019
January 1, 2020
January 1, 2021
January 1, 2022
January 1, 2023
January 1, 2024
January 1, 2025
January 1, 2026
January 1, 2027
January 1, 2028
January 1, 2029
January 1, 2030

Redemption Amount




EXHIBIT C
MAXIMUM SCHEDULED PAYMENT OBLIGATIONS UNDER (1) THE MAXIMUM
INTEREST RATE ON THE 2011A NOTE (12%), (2) THE MAXIMUM INTEREST RATE
AT THE BANK BOND RATE (25%) AND (3) A “TERM OUT” LOAN SCHEDULE AT

THE BANK BOND RATE (25%)




BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY
(Bethtehem Area School District Refunding Project)
Series A of 20711

Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

2 3 4

MAX PARAMETERS
Maximum Maximum
Date Principal Rate
17112012 25,000 12.000
1/1/2013 25,000 12.000
1/1/2014 25,000 12.000
1/1/2016 25,000 12.000
1/1/2016 25,000 12.000
1(1/2017 25,000 12.000
1/1/2018 25,000 12.000
1/1/2019 25,000 12.000
1/1/2020 25,000 12.000
1/4/2021 25,000 12.000
1/1/2022 25,000 12.000
1/1/2023 25,000 12.000
1/1/2024 25,000 12.000
1/1/2025 25,000 12.000
1/1/20286 25,000 12.000
1/1/2027 25,000 12.000
1/1/2028 25,000 12.000
1/1/2029 25,000 12.000
1/1/2030 3,035,000 12.000
1/1/2031 15,470,000 12.000
1/412032 16,045,000 12.000

TOTALS 35,000,000

5 6

Fiscal Year

Interest Debt Service
2,448,750.00 2,473,750.00
4,195,750.00 4,220,750.00
4,192,750.00 4,217,750.00
4,189,750.00 4,214,750.00
4,1886,750.00 4,211,750.00
4,183,750.00 4,208,750.00
4,180,750.00 4,205,750.00
4.177,750.00 4,202,750.00
4,174,750.00 4,199,750.00
4,171,750.00 4,196,750.00
4,168,750.00 4,193,750.00
4,165,750.00 4,190,750.00
4,162,750.00 4,187,750.00
4,159,750.00 4,184,750.00
4,156,750.00 4,181,750.00
4,153,750.00 4,178,750.00
4,150,750.00 4,175,750.00
4,147,750.00 4,172,750,00
3,994,250.00 7,028,250.00
3,008,300.00 18,478,300.00
1,123,150.00 17,168,150.00

81,494,200.00

Public Financial Management, Inc.

116,494,200.00




BETHLEHEM AREA SCHOOL DISTRICT AUTHORITY
(Bethlehem Area School District Refunding Project)
Series A of 2011

1 2 3 4 5 6

MAX PARAMETERS
Fiscal Year Maximum  Maximum Fiscal Year
Ending Date Principal Rate Interest Debt Service
6/30/2012  1/1/2012 25,000 25.000 5,101,562.50 5,126,562.50
6/30/2013  1/1/2013 25,000 25.000 8,741,145.83 8,768,145.83
8/30/2014 /172014 25,000 25.000 B,734,895.83 8,759,895.83
6/30/2015  1/1/2015 25,000 26.000 8,728,645.83 8,753,645.83
6/30/2016  1/1/2016 25,000 25.000 8,722,395.83 8,747,385.83
6/30/2017  1/1/2017 25,000 25.000 8,716,145.83 8,741,145.83
6/30/2018  1/1/2018 25,000 25.000 8,709,895.83 8,734,895.83
6/30/2019  1/1/2019 25,000 25.000 8,703,645.83 8,728,645.83
6/30£2020  1/1/2020 25,000 25.000 8,687,395.83 8,722,395.83
6/30/2021  1/1/2021 25,000 25.000 8,691,145.83 8,716,145.83
6/30/2022  1/1/2022 25,000 25.000 8,684,895.83 8,709,895.83
6/30/2023  1/1/2023 25,000 25.000 8,678,645.83 8,703,645.83
6/30/2024  1/1/2024 25,000 25.000 8,672,395 83 8,697,395.83
6/30/2025  1/1/2025 25,000 25.000 8,666,145.83 8,691,145.83
6/30/2026  1/1/2026 25,000 25.000 8,659,895.83 8,684,895.83
6/30/2027  1/1/2027 25,000 25.000 8,653,645.83 8,678,645,83
6/30/2028  1/1/2028 25,000 25,000 8,647,395.83 8,672,395.83
6/30/2029  1/1/2029 25,000 25.000 8,641,145.83 8,666,145.83

6/30/2030  1/1/2030 3,035,000 25.000 8,321,354.17 11,356,354.17
6/30/2031  1/1/2031 15,470,000 25.000 6,267,291.67 21,737,291.67
6/30/2032  1/1/2032 16,045,000 - 25.000 2,339,895.83 18,384,895.83

TOTALS 35,000,000 168,779,583.33  204,779,583.33

Public Financial Management, Inc.




BETHLEHEM AREA SGHOOL DISTRICT

SERIES A OF 2011 NOTE Settle  11/1/2014
TERM OUT SCHEDULE Dated  11/1/2014
1 2 3 4 5 6
Max Semi-Annual Fiscal Year
Date  Pripcipal Rate Interest Debt Service  Debt Service

5/1/2015 5,833,333  25.000  4,375,000.00 10,208,333.33 10,208,333.33
11/1/2015 5,833,333 25.000  3,645,833.33 9,479,166.67

5/1/2016 5,833,333 25000 2,916,666.67 8,750,000.00 18,229,166.67
11/1/2016 5,833,333 25.000  2,187,500.00 8,020,833.33

5/1/2017 5,833,333  25.000  1,458,333.33 7,291,666.67 15,312,500.00
11/1/2017 5,833,333  25.000 729,166.67 6,562,500.00

5/1/2018 6,562,600.00

TOTALS 35,000,000 15,312,500.00 50,312,500.00 50,312,500.00

Public Financial Management, Inc. 8/9/2011




CERTIFICATE

I, the undersigned, (Assistant) Secretary of the Board of School Directors of the
Bethlehem Area School District, Northampton and Lehigh Counties, Pennsylvania (the “School
District”), certify that: the foregoing is a true and correct copy of a Resolution that duly was
adopted by affirmative vote of a majority of all members of the Board of School Directors of the
School District at a meeting duly held on the 15th day of August, 2011, said Resolution duly has
been recorded in the minute book of the Board of School Directors of the School District; a notice
with respect to the intent to adopt said Resolution has been published as required by law; said
Resolution was available for inspection by any interested citizen requesting the same in accordance
with the requirements of the School District Debt Act of the Commonwealth of Pennsylvania and
such notice; and said Resolution has not been amended, altered, modified, or repealed as of the
date of this Certificate.

I further certify that the Board of School Directors of the School District met the
advance notice and public comment requirements of the Sunshine Act, as amended, by advertising
the time and place of said meeting, by posting prominently a notice of said meeting at the principal
office of the School District or at the public building in which said meeting was held, and by
providing a reasonable opportunity for public comment at said meeting, all in accordance with said
Act.

I further certify that: the total number of members of the Board of School Directors
of the School District is nine (9); the vote of members of the Board of School Directors of the
School District upon said Resolution was called and duly was recorded upon the minutes of said
meeting; and members of the Board of School Directors of the School District voted upon said
Resolution in the following manner:

Michele Cann -
William J. Burkhardt -
Rosario S. Amato -
Michael E. Faccinetto -
Irene Follweiler -
Loretta M. Leeson -
Eugene C. McKeon -
Aurea E, Ortiz -
Benjamin M. Tenaglia 11T -

IN WITNESS WHEREOF, I set my hand and affix the official seal of the School
District, this 15th day of August, 2011.

(Assistant) Secretary of the Board of

School Directors
(SEAL)
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Resolution 3
Fixed Payer Swap Transfer Resolution
Document #822685

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

RESOLUTION

OF THE BOARD OF SCHOOL DIRECTORS OF
BETHLEHEM AREA SCHOOL DISTRICT APPROVING
THE AMENDMENT AND TRANSFER OF A QUALIFIED
INTEREST RATE  MANAGEMENT AGREEMENT
(INTEREST RATE SWAP AGREEMENT) ORIGINALLY
UNDERTAKEN IN CONNECTION WITH THE GENERAL
OBLIGATION BONDS, SERIES OF 2007, OF THE SCHOOL
DISTRICT, TO REFER TO THE RELEVANT PORTION OF
THE PROPOSED SCHOOL REVENUE BONDS TO BE
ISSUED BY BETHLEHEM AREA SCHOOL DISTRICT
AUTHORITY AND THE RELATED GENERAL
OBLIGATION NOTE, SERIES A OF 2011 TO BE ISSUED BY
THE SCHOOL DISTRICT TO SUCH AUTHORITY;
SETTING FORTH THE SUBSTANTIAL FORM OF SAID
AMENDMENT TO THE SWAP AGREEMENT AND A
NOVATION OR RELATED AGREEMENT; APPROVING A
NEW INTEREST RATE MANAGEMENT PLAN AND
RELATED MAXIMUM PAYMENT SCHEDULE FOR SUCH
SWAP AGREEMENT AND RELATED BONDS; AND
AUTHORIZING APPROPRIATE OFFICERS AND AGENTS
OF THE SCHOOL DISTRICT TO TAKE RELATED
ACTIONS.

WHEREAS, The Bethlehem Area School District, Northampton and Lehigh
Counties, Pennsylvania (the “School District”) is a political subdivision of the Commonwealth of
Pennsylvania (the “Commonwealth”), is governed by its Board of School Directors (the “Board™),
and is a “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 School Board, by its resolution adopted on December 8, 2003

(the “2003 Parameters Debt Resolution”), incurred nonelectoral debt and recited the parameters of




two future series of general obligation bonds for various capital projects to be undertaken by the
School District over a period of several years; and

WHEREAS, The Department of Community and Economic Development (the
“Department”) of the Commonwealth approved the debt proceedings of the School District under the
2003 Parameters Debt Resolution, by its Certificate of Approval No. GOB-15388, dated December 30,
2003; and

WHEREAS, The School District entered into a Qualified Interest Rate
Management Agreement, as that phrase is defined in the Debt Act, dated December 8, 2003, with
JP Morgan Chase Bank, N.A. (“JP Morgan”), under the terms of which the School District pays a
fixed rate of interest and JP Morgan pays a variable rate of interest from January 4, 2007 until
January 1, 2032, on the $55,000,000 notional amount of bonds of the School District authorized
under the 2003 Parameters Debt Resolution (the “Fixed Payer Swap”), unless earlier terminated;
and

WHEREAS, The Fixed Payer Swap was amended on November 24, 2004, to
change the formula for the variable rate payments by JP Morgan; and

WHEREAS, The School District issued on January 4, 2007, its General Obligation
Bonds (Weekly Mode), Series of 2007, in the original aggregate principal amount of $55,000,000
(the “2007 Bonds”), pursuant to the 2003 Parameters Debt Resolution, as variable rate demand
bonds of the School District; and

WHEREAS, Under the Fixed Payer Swap, as amended, the Schoo! District
beginning on January 4, 2007, began paying JP Morgan a fixed rate of 4.145% on a notional

amount equal to the principal outstanding on the 2007 Bonds, and JP Morgan began paying the




School District a variable rate equal to 60% of one month LIBOR plus 0.346%, on the same
notional amount, until the final maturity date of all outstanding 2007 Bonds; and

WHEREAS, By separate action this date, the School District has incurred
nonelectoral indebtedness to be represented by fixed rate, general obligation bonds (the “2011
Fixed Rate Bonds™) to refund and retire a portion of the outstanding 2007 Bonds, and terminate that
notional amount of the Fixed Payer Swap which relates to the 2007 Bonds so retired; and

WHEREAS, The Bethlehem Area School District Authority (“BASDA™) is a
municipality authority organized by the School District under the Pennsylvania Municipality
Authorities Act; and

WHEREAS, The School District has requested BASDA to refund and retire the
remaining portion of the 2007 Bonds not refunded by the 2011 Fixed Rate Bonds, by issuing a
series of variable rate demand bonds (the “BASDA Bonds”), to be issued under and secured by a
Trust Indenture between BASDA and the trustee appointed for the BASDA Bonds; and

WHEREAS, this School District, with the consent of the BASDA Board, desires to
transfer the remaining Fixed Payer Swap, and reassign the annual notional amounts thereon to
corresponding principal payments due on the BASDA Bonds; and

WHEREAS, The School District intends to make payments to or for the benefit of
BASDA under a Loan Agreement (the “20011A Loan Agreement”) and under a General Obligation
Note, Series A of 2011 (the “2011A Note”), to be issued by the School District pursuant to separate
action this date, which payments will include (1) the principal and interest due on the BASDA
Bonds (including Bank Bonds described in the 2011A Loan Agreement), (2) any payments due
under the Fixed Payer Swap, (3) other costs and expenses due under the 201 1A Note in connection

with the BASDA Bonds and the 2011A Loan Agreement; and
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WHEREAS, this School District desires to transfer the Fixed Payer Swap to
corresponding principal amounts of BASDA Bonds and the School Diétrict’s 2011A Note, in lieu
of the 2007 Bonds (all of which will be retired); and

WHEREAS, The Board of the School District desires to approve and adopt a new
Interest Rate Management Plan (the “2011 IRMP”), prepared by Public Financial Management Inc.,
an Independent Financial Advisor as defined by the Debt Act (the “Financial Advisor”), which will
replace previous IRMP for the Fixed Payer Swap (the “Swap”), in light of the issuance of the
BASDA Bonds, the 2011A Note and the 2011A Fixed Rate Bonds, and the refunding of the 2007
Bonds, and approve an amendment to the Swap to reflect the foregoing; and

WHEREAS, The Board of the School District desires to take all other necessary
action to authorize and approve the amendments of the Swap, and to execute and deliver such
documents as may be necessary to implement the intent and purpose of this Resolution; and

WHEREAS, This Resolution shall be deemed to amend and supplement the 2003
Parameters Debt Resolution, as amended, the Resolution authorizing the Fixed Payer Swap, and
any amendments thereto, and any other resolutions of the School District relevant to the subject
matter hereof.

NOW, THEREFORE, BE IT ENACTED AND ORDAINED, by the Board of
the School District, as follows:

SECTION 1. The Board authorizes and directs the transfer of all of its
obligations and duties under remaining Fixed Payer Swap to BASDA and authorizes the execution
by the President or Vice President and the Secretary or Assistant Secretary of this School District of

any confirmations, novation or release agreement related thereto, which shall be in such form as is




acceptable to such officers of vthis School District, following consultation with the Solicitor and
Bond Counsel to this School District.

SECTION 2. The Board hereby requests BASDA, in accordance with the
2011A Note Resolution, to issue the BASDA Bonds in accordance with the financing plan of this
School District described in the 2011 IRMP, and to accept the transfer of the Fixed Payer Swap
from this School District. The Board reaffirms the School District’s obligations under the 2011A
Loan Agreement and the 2011A Note, including providing for and securing the payment of the
principal and interest on the BASDA Bonds and the payments under the Fixed Payer Swap.

SECTION 3, The Board hereby approves the 2011 IRMP attached hereto as
Appendix A, which shall replace previous IRMP of the School District in respect of the Fixed
Payer Swap.

SECTION 4. The Board of the School District approves an amendment to the
Fixed Payer Swap, by amending the language of the Confirmation to name BASDA as the
counterparty to JP Morgan thereunder, to name the BASDA Bonds as the “Related Bonds,” to
revise the “Notional Amount” to equal the principal amount of the BASDA Bonds and to revise
Schedule I thereto to match the amortization of the BASDA Bonds. The Confirmation to the Fixed
Payer Swap shall be substantially in the form attached hereto as Appendix B, together with the
above approved amendments.

SECTION 5. The Board of the School District requests that BASDA enter into
appropriate agreements with the School District to eliminate the School District as a direct party
under the Fixed Payer Swap, and the School District recognizes the assumption by BASDA of all

such obligations.




SECTION 6. The maximum aﬁnual payment obligations of the School
District, with respect to the 2011A Note, and on the Swap, which shall be payable by the School
District, if and as necessary, are set forth in the 2011 IRMP which is attached hereto and made part
hereof. As contemplated by Section 8284 of the Act, the maximum interest rate payable: (i) on
the 2011A Note is 12%, except as provided in the 2011A Loan Agreement for the Bank Bonds
rate which is 25%, and (ii) on the Fixed Payer Swap is 4.145%. The 2003 Parameters Debt
Resolution, as well as the resolution approving the Swap, shall be deemed to be amended to be
consistent with this Section.

SECTION 7. BASDA is requested to adopt the 2011 IRMP and to enter info
said amendment to the Fixed Payer Swap, with such insertions, omissions and variations as the
School District’s Financial Advisor may recommend and approve, consistent with this Resolution,
the execution of the Confirmation by the President or Vice President of the Board of the School
District to constitute conclusive evidence of such approval.

SECTION 8. Officers and agents of the School District shall file appropriate
proceedings regarding the amendment to the Swap with the Department of Community and
Economic Development, as may be required by the Debt Act.

SECTION 9, The prior advertisement of a public notice of intent to adopt this
Resolution in one or more newspapers of general circulation in the School District is hereby ratified
and confirmed, and the advertisement of a public notice of the adoption of this Resolution within 15
days following its adoption, as required by the Debt Act, is hereby authorized and directed. Proper
officers of the School District are hereby authorized and directed to arrange for the advertisement of
such notices or to authorize and direct the Bond Counsel of the School District to make such

arrangements.




SECTION 10.  Officers and agents of the School District are authorized and
directed to take all other required, necessary and/or appropriate action, or to authorize ali other
required, necessary or appropriate action to be taken, by or on behalf of the School District, to
assure the prompt issuance of the BASDA Bonds, the redemption of the 2007 Bonds, and the
related amendments to the Swaps.

SECTION 11.  Officers and agents of BASDA are directed to take all other
required, necessary and/or appropriate action, or to authorize all other required necessary or
appropriate action to be taken, to implement the intent and purpose of this Resolution.

SECTION 12.  Any reference in this Resolution to officers of the School District
shall mean the member of the Board or employee of the School District customarily responsible for
such action, and shall be deemed to refer to his or her duly qualified successor in office, if
applicable.

SECTION 13.  This Resolution shall be effective for all purposes immediately
upon its adoption.

SECTION 14.  In the event any provision, section, sentence, clause or part of
this Resolution shall be held to be invalid, such invalidity shall not affect or impair any remaining
provision, section, sentence, clause or part of this Resolution, it being the intent of the School
District that such remainder shall be and shall remain in full force and effect.

SECTION 15.  Any Resolutions or parts of Resolutions, insofar as the same
shall be inconsistent herewith, are repealed. The remaining portions of such Resolutions consistent

herewith are ratified and confirmed.




DULY ENACTED, by the Board of the Bethlehem Area School District, in lawful

session duly assembled, this 15th day of August, 2011,

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

By:

(Vice) President
ATTEST:

Secretary

(SEAL)
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Bethlehem Area School District
Northampton and Lehigh Counties, Pennsylvania
August 15, 2011 Interest Rate Management Plan

OVERVIEW OF CURRENT TRANSACTIONS

In accordance with the requirements of the Local Government Unit Debt Act, 53 Pa. C.S. Chs 80-82 (“Debt Act”)
this document constitutes the latest Interest Rate Management Plan (the “Plan” or the “IRMP”) of the Bethlehem
Area School District, Northampton and Lehigh Counties, Pennsylvania (“School District”). This Plan replaces
previous interest rate management plans adopted by the School District. This Plan has been prepared by PFM Asset
Management, LLC (“Financial Advisor”), a firm which satisfies the requirements for an “independent financial
advisor” as that phrase is defined in the Debt Act. The Financial Advisor was not involved with the review o
prepasation of any of the School District’s previously adopted Interest Rate Management Plans with the exception of
the versions adopted on March 16, 2009, September 21, 2009 and March 21, 2011.

On December 18, 2003, the School Disttict (on a future start basis) entered into an “interest rate management
agreement” (“IRMA™), as defined in the Debt Act, with JP Morgan Chase Bank, N.A. (“JP Morgan™), hereinafter
referred to as the “2007 Fixed Payer Swap”. The terms of the 2007 Fixed Payer Swap called for the District to pay to
JP Motgan a fixed rate of 4.145% and for JP Morgan to pay to the District a variable rate of 60% of 1 Month LIBOR
plus 0.346%. The 2007 Fixed Payer Swap was intended by the District to manage interest rates and costs associated
with the §55,000,000 Vatiable Rate Demand Bonds, Series of 2007 (the “2007 Bonds™), issued by the School District
on January 4, 2007.

The School District intends to refund and retire a portion of the 2007 Bonds with new fixed rate General Obligation
Bonds, Series of 2011 (“2011 Bonds”) in the maximum principal amount of $37,000,000 (current estimated principal
amount is $32,745,000). A portion of the proceeds of the 2011 Bonds will be used to refund and retire a portion of
the 2007 Bonds (the “Fixed Refunded 2007 Bonds”). The amount of the Fixed Refunded 2007 Bonds is shown in
Schedule 2B. A pottion of the proceeds of the 2011 Bonds will also be used to pay the termination payment tequired
to terminate a portion of the Fixed Payer Swap related to the Fixed Refunded 2007 Bonds, as pexmitted by the Debt
Act.  Any termination payments due under the Fixed Payer Swap would be subordinate in payment to the debt
setvice and petiodic payments, as described in the Debt Act.

The School District, through the Bethlehem Area School District Authority (the “BASD Authority”), intends to
refund and retire a portion of the 2007 Bonds (the “Vatiable Refunded 2007 Bonds”) with School Revenue Bonds
(Bethiechem Area School District Refunding Project), Series A of 2011 (“2011A BASD Authority Bonds™) in the
maximum principal amount of $35,000,000 (cuttent estimated principal amount is $30,000,000). The approximate
amount of the Variable Refunded 2007 Bonds being refunding by the 2011A BASD Authority Bonds is shown on
Schedule 2B, and represents the balance of the 2007 Bonds not being refunded from proceeds from the School
District’s 2011 Bonds.

The 2011A BASD Authority Bonds will be purchased directly by Wells Fatgo Bank, N.A. (“Wells Fargo™). The
2011A BASD Authority Bonds will be issued inittally in the Floating Mode, with the interest rate determined monthly
equal to the Index Rate (which is 68% of 1 Month LIBOR plus an Applicable Spread), in accordance with the terms
of a Trust Indenture (the “Indenture”) between the BASD Authority and Manufacturer’s and Traders Trust Company
(the “Trustee™), as trustee for the 2011A BASD Authority Bonds. The Applicable Spiead is currently proposed to be
0.75%, and subject to change in the event of a downgrade in the credit rating of the Pennsylvania State Subsidy
Intercept Program, as described further in the Indenture. The initial Floating Rate Petriod ends on a date
approximately 3 years later, which will constitute a Special Mandatory Tender Date when the Bonds ate subject to
tnandatory tender, conversion and remarketing to another pusrchaser and Rate Mode, including the Weekly Mode, the
Fixed Mode or another Floating Mode.
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Under the terms of a Novation Agreement (or similar transfer agreement) and an amendmeat to the 2007 Fixed Payer
Swap Confirmation, the portion of the Fixed Payer Swap which was associated with the Variable Refunded 2007
Bonds will now be associated with the 2011A BASD Authority Bonds and will hereinafter be referred to as the
“2011A Fixed Payer Swap”. JP Morgan will still pay to the District a variable tate of 60% of 1 Month LIBOR plus
0.346% and the District will pay to JP Motgan a fixed rate of 4.145% on the reduced notional amount. The 2011A
Fixed Payer Swap will have an outstanding notional amount of §29,840,000 and has a termination date of January 1,
2032, which is the final maturity of the 2011A BASD Authority Bonds.

The School District will concurrently issue its General Obligation Note, Series A of 2011 (the “2011A Note”) to the
BASD Authority. The 2011A Note payments by the School District to the BASD Authority will be sum of the debt
service and expenses payable on the 2011A BASD Authority Bonds as well as the periodic payments due on the
2011A Fixed Payer Swap. Any tetmination payments due under the 2011A Pixed Payer Swap would be subordinate
in payment to the debt service and periodic payments, as described in the Debt Act.

On Decetnber 18, 2003, the School District entered into a fixed to floating rate IRMA (commonly known as a
Swaption), with Mozgan Stanley Capital Services, Inc. ("Mozgan Stanley"), hereinafter referred to as the “2003
Swaption”. Under the terms of the 2003 Swaption, Morgan Stanley has the option to require the School Disttict to
begin making variable rate payments to Morgan Stanley based on SIFMA, while Morgan Stanley would pay to the
School District a fixed rate of 3.28%. The 2003 Swaption was intended to manage interest rates or costs on the
School District’s General Obligation Bonds, Series of 1997 (the “1997 Bonds”). Morgan Stanley may exercise the

2003 Swaption every Match 1 and September 1 (Bermuda Style Option) through the termination date of September 1,
2016.

On June 1, 2007 the School District refunded and retired its 1997 Bonds with a portion of the proceeds of its General
Obligation Bonds, Series A of 2007 {the “2007A Bonds”), initially issued in the principal amount of §61,630,000.
Under the terms of an amendment to the 2003 Swaption Confirmation (or similar transfer agreement), the 2003
Swaption will now be associated with the 2007A Bonds. As of August 15, 2011, Morgan Stanley has not exercised the
2003 Swaption. The 2003 Swaption currently has an outstanding notional amount of $38,735,000 and has a
tetmination date of September 1, 2016, which is the final maturity date of the 2007A Bonds,

L. Debt Outstanding and Proposed New Debt

Following the refunding and retirement of the 2007 Bonds and the issuance of the 2011 Bonds, 2011A BASD
Authotity Bonds, and 2011A Note, the District will have total direct debt outstanding of $297,115,000, consisting of
$196,655,000 or 66.19% fixed rate debt and §100,460,000 or 33.81% variable rate debt.

Schedules of currently outstanding debt issues, expected annual debt service and, for variable-rate debt, estimated and

maximum annual debt service is shown in Schedule 1A and 1B, attached hereto and incorporated herein by this
reference.

II.  Swaps Outstanding

The District will continue to be obligated under four IRMAs following the conclusion of the transactions described
above. They ate described in Schedule 2A.

The notional amount of the 2011A Fixed Payer Swap is shown in Schedule 2B, which includes the original notional
amount of the 2007 Fixed Payer Swap as well as the portion of the 2007 Fixed Payer Swap being terminated by a
pottion of the proceeds of the 2011 Bonds.

III. Swap Fees Paid or Payable

The amounts of all consulting, advisory, brokerage or similar fees payable directly by the District, or by BASDA, JP
Morgan or any other paity in connection with the partial termination and transfer of the 2007 Fixed Payer Swap are
listed on Schedule 3.
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IV. Scheduled Periodic Payments

Schedules of estimated and maximum periodic scheduled annual payments to be paid by the District ditectly or
through BASDA, following the cutrent transactions, are shown in Schedules 4A and 4B attached heteto and
incorporated herein by this reference.

V.  Risk Analysis — 2011A Fixed Payer Swap

Schedule 5A contains 2 summary of the risks inherent to the 2011A Fixed Payer, paid by or through the District.
Schedules 5B, 5C, and 5D illustrate vatious scenarios for termination and tax risk, respectively.

Schedules of estimated and maximum net payments of debt service and scheduled periodic net payments are also
shown in Schedule 6A and 6B attached hereto and incorporated herein by this reference.

VI. Risk Analysis - IRMAs Outstanding

As set forth on Schedule 24, the School District will have four IRMAs temaining after the current transactions are
consummated. For the putposes of the Risk Analysis, the schedules illustrating the applicable risk scenarios for the
three remaining IRMAs besides the 2011A Fixed Payer Swap, are as follows:

e 2003 Swaption: Schedules 7A, 7B, 7C, and 7D
e 2010 Fixed Payer Swap: Schedules 8A, 8B, 8C, 8D, 8E, and 8F
e 2011 Fixed Payex Swap Schedules 94, 9B, 9C, 9D, 9E, and 9F

VII. Monitoring of 2011A Fixed Payer Swap

The Debt Act requires the School District to monitor risks and market (termination) values associated with its
remaining IRMAs.

A written repott providing the status of all interest rate swap agreements entered into by the School District will be
prepared by or on behalf of the School Disttict and provided to the Assistant to the Superintendent for Finance and
Administration of the School District at least on an annual basis (ot othet basis, if so directed by the Assistant to the
Superintendent fot Finance and Administration and/or the Board of Directors).
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Schedule 1A
Current Estimated Debt Service
Outstanding Bonds
1 9 10 11 12
VARIABLE RATE (WITH FIXED PAY SWAFS) -
ESTIMATED
Fiscal G.0. Bonds G.0. Bonds G.0.Bands G.O. Bonds G.0. Bonds G.0. Bonds G.0. Bonds G.O. Note G.O. Note G.O. Note Tota)]
Year| Series Aof Saries Aof Series Aof  Series AAof Serles B of Series of Series o Series of Series of Series Ao Uoum
Ended| | 2001 2007 2009 2009 2009 2010 2010 [2] 2011 [3] 2011 [4 Service
6/36/2012 631,350 8,245,000 4,718,431 580,400 840,569 1,394,238 928,264 1,669,607 1,835,655 844 900 21,689,413
6/30/2013 629,543 8,248,125 4,717,231 580,400 836,819 1,404,160 1,483,022 1,669,329 1,835429 1,444,660 22,848,7181
6/30/2014 606,693 8.814,625 4,185,519 580,400 837,075 1,398,860 1,482,930 1,669,052 1,835,203 1,444 420 22,854,776
6/30/2015 603,640 8,817,875 4,187,108 580,400 840,338 1,398,650 1,482,830 1,668,774 1,834,977 1,444,180 22,868,770
8/30/2016 599,505 8,820,625 4,183,931 580,400 836,819 1,403,400 1,482,722 1,668,497 1,834,751 1,443,840 22,860,589
6/30/2017 994,035 1,080,875 11,495,331 580,400 841,526 1,392,988 1,482,597 1,668,219 1,834,524 1,443,700 22,794,195
6/30/2018 1,043,615 12,502,456 580,400 839,434 1,392,838 1,482,454 1,667,942 1,834,298 1,443,460 22,786,897
6/30/2019; 1,038,015 9,562,581 3,523,400 840,439 1,392,673 1,482,295 1,667,664 1,834,072 1,443,220 22,784,358
6/30/2020 7,309,956 6,748 200 839,369 1,392,498 1,482,120 1,667,387 1,833,846 1,442,980 22,716,355
6/30/2021 8,955,081 5,105,000 841,294 1,392,298 1,481,934 1,667,109 1,833,620 1,442,740 22,718,075
6/30/2022 14,056,525 836,575 1,407,098 1,481,740 1,866,832 1,833,393 1,442,500 22,724,662,
6/30/2023 2,411,544 839,869 6,816,298 5,166,537 1,666,554 3,084,049 1,442,260 21,527,110
6/30/2024 1,775,122 826,006 7,629,038 5,150,450 1,666,277 3,077,504 1,442,020 21,566,416
B/30/2025 805,769 9,013,850 5,168,079 1,665,999 3,552,528 1,441,780 21,648,004
6/30/2026 794,000 9,056,763 5,147,805 1,665,722 3,546,916 1,441,540 21,652,745
6/30/2027 780,419 5,086,590 8,210,507 6,106,319 1,441,300 21,625,135
6/30/2028 765,419 5,055,547 8,273,089 6,096,382 1,441,060 21,631,496
6/30/2029 753,834 5,032,537 8,335,395 6,076,718 1,440,820 21,639,304/
6/30/2030 3,001,284 8,718407 6,555,349 3488,780 21,763,820
6/30/2031 6,573,730 14,682,720 21,256,450
6/30/2032 6,660,014 14,592 460 21,252,474
6/30/2033
6/30/2034
6/30/2035
TOTAL 6,146,395 44,007,125 90,067,816 19,439,400 14,705,571 47,985,645 54,561,731 58,552,363 71,509,277 58,135,440 465,200,762
iprncipalt] [itn4995:000 1735:000 4410,000 0240,000% - 28,845,000 . 1 132,745,000] 729,995,000 40,465.000 - :30,000,000] [-.297115,000]

[1] Assumes esfimated principal amount and estimated interest rates
12] Interest Rate assumed at 5.550%, which includes 3.900% Fixed Swap Rate + 150 bps FRN spread and 15 bps miscellaneous

[3] Interest Rate assumed at 4.524%, which includes 3.744% Fixed Swap Rale + 75 bps FRN spread.

[4] Assumes estimated interest rate of 4.800%

* Quistanding as of August 10, 2011
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Schedule 1B
Current Maximum Debt Service
Outstanding Bonds
1 2 3 4 5 8 7 8 12
by PP g e . VARIABLE RATE (WITH FIXED PAY SWAFS) _
Fiscal G.0. Bonds G.0. Bonds G.0. Bonds G.O. Bonds G.0. Bonds G.0. Bonds G.O. Bonds G.0. Note G.0. Note G.0. Note Total|
Year Serles Aof Series Aof Series Aof  Series AAof Serles B of Series of Series of] Series of Series of Series Aof] Debt|
m:a&r 2001 2007 2009 2008 2003 2010 2011 _“.ﬁ 2010 [2] 2011 [3] 2011 [4] Service
6/30/2012 631,350 8,245,000 4,719,431 580,400 840,569 1,394,238 928,264 3,604,150 4,860,850 2,104,750 27,909,001
6/30/2013, 629,543 8,248,125 4717231 580,400 836,819 1,404,160 1,483,022 3,603,550 4,860,250 3,604,150 29,967,250
6/30/2014 606,693 8,814,825 4,185,519 580,400 837,075 1,398,860 1,482,930 3,602,850 4,859,650 3,603,550 28,972,251
6/30/2015 603,640 8,817,875 4,187,106 580,400 840,338 1,398,650 1,482,830 3,602,350 4,859,050 3,602,950 29,975,189
6/30/2018 599,505 8,820,625 4,189,931 580,400 836,819 1,403,400 1482722 3,601,750 4,858,450 3,602,350 29,975,952
63012017 894,035 1,060,875 11,485,331 580,400 841,526 1,392,988 1,482,597 3,601,150 4,857,850 3,601,750 29,908,502
6/30/2018 1,043,615 12,502,456 580,400 838,434 1,392,838 1482454 3,600,550 4,857,250 3,601,150 29,900,147
6/30/2019 1,038,015 9,562,581 3,523,400 840,438 1,392,673 1,482,285 3,599,950 4,856,650 3,600,550 29,896,552
6/30/2020 7,309,956 6,748,200 839,369 1,392,498 1,482,120 3,599,350 4,856,050 3,699,950 29,827,492
6/30/2021 8,855,081 5,105,000 841,294 1,392,298 1,481,934 3,598,750 4,855,450 3,599,350 29,829,156
6/30/2022, 14,056,525 836,575 1,407,098 1,481,740 3,598,150 4,854,850 3,598,750 29,833,687
6/30/2023 2411544 839,869 6,916,298 5,166,537 3,587,550 6,015,700 3,698,150 28,545,647
6/30/2024 1,775,122 826,006 7,629,038 5,150,450 3,596,950 5,907 450 3,697,550 28,482,565
6/30/2025. 805,769 9,013,850 5,168,079 3,596,350 8,242 050 3,596,950 28,423,047
6/30/2026 794,000 9,056,763 5,147,805 3,595,750 6,086,700 3,596,350 28,277,368
6/30/2027 780,419 5,086,590 9,960,150 8,306,350 3,505,750 27,729,259
6/30/2028 765,419 5,055,547 9,578,300 7,924,700 3,685,150 26,919,115
6/30/2029 753,834 5,032,537 9,166,800 7,517,250 3,584,550 26,064,971
6/30/2030; 3,001,284 9,036,150 7,555,700 5,579,450 25,172,584
6/30/2031 7,108,700 16,276,800 23,385,500
6/30/2032, 6,701,350 15,188,650 21,890,000
6/30/2033¢
6/30/2034
6/30/2035
TOTAL 6,146,395 44,007,125 80,067,816 19.439400 14,795,571 47 985,645 54,561,731 91,740,650 122,802,300 100,338,600 591,885,232
rincipal 9,985,000+ /40,465,000~ -~30,000:000] [%:297:415,000]

[1] Assumes estimated principal amount and estimated interest rates
[2] Assumes max rate of 12.00%
3] Assumes max rate of 12.00%
4] Assumes max rale of 12.00%

* Qutstanding as of August 10,2011
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Schedule 2A
Outstanding Qualified Interest Rate Management Agreements

%2003 Swaption” See “Overview of Current Transactions”

%2010 Fixed Payer Swap” On December 23, 2003, the School District (on 2 future start basis) entered into an
IRMA (the “2005 Fixed Payer Swap”) with Motgan Stanley which was intended to manage interest rates of costs on
the School District’s, General Obligation Bonds, Series of 2005 (the “2005 Bonds”). The School District pays
Motgan Stanley a fixed rate of 3.900%, while Morgan Stanley pays the School District 60% of 1-month LIBOR plus a
fixed spread of 0.345%.

On January 5, 2010, a portion of the 2005 Bonds and related portion of the 2005 Fixed Payer Swap was refunded and
terminated with proceeds of the District’s fixed rate General Obligation Bonds, Series of 2010, issued in the amount
of $28 850,000. A portion of the proceeds from the 2010 Bonds terminated a portion of the 2005 Fixed Payer Swap
relating to the 2011 through a portion of the 2027 maturities. The remaining portion of the 2005 Bonds was refunded
with the BASD Authority School Revenue Bonds (Bethlehem Area School District Refunding Project), Series of 2010
{2010 BASD Authority Bonds”) in the principal amount of $30,000,000.

The 2010 BASD Authority Bonds were purchased directly by RBC Capital Markets (“RBC”). The 2010 BASD
Authority Bonds were issued initially in the Floating Mode, with the interest rate determined weekly equal to the
Index Rate (which is SIFMA plus an Applicable Spread), in accordance with the terms of a Trust Indenture (the
“Indenture”) between the BASD Authority and Manufacturer’s and Traders Trust Company (the “Trustee”), as
trustee for the 2010 BASD Authotity Bonds. The balance of the 2005 Fixed Payer Swap, not terminated by the 2010
Bonds, was transferred to the 2010 BASD Authority Bonds via 2 Novation Agreement. The remaining balance of the
2005 Fixed Payer Swap relating to the 2010 Note is hereinafter referred to as the “2010 Fixed Payer Swap”. The 2010
Fixed Payer Swap currently has an ontstanding notional amount of $29,630,000 and has a final maturity date of
January 1, 2030, which is the final matutity date of the 2010 BASD Authority Bonds.

“2011 Fixed Payer Swap” On November 22, 2005, through the Shippensburg Borough Authotity (“SBA”), the
School District (on a future start basis) entered into an “interest rate management agreement” (“IRMA™), as defined
in the Debt Act, with JP Morgan Chase Bank, N.A. (“JP Motgan”), hereinafter refeered to as the “2007 SBA Fixed
Payer Swap”. The terms of the 2007 SBA Fixed Payer Swap called for the District, undet a General Obligation Note
Series of 2007 (“2007 Note”) issued to SBA, to pay to JP Morgan a fixed rate of 3.774% and for JP Morgan to pay to
the District a variable rate of 68% of 1 Month LIBOR. The 2007 SBA Fixed Payer Swap was intended by the District
to manage interest rates and costs associated with the $40,000,000 Variable Rate Demand Revenue Bonds (Bethlehem
Atea School District Project), Series of 2007 (the “2007 SBA Bonds”) issued by the SBA.

On May 1, 2009, the District, through the BASD Authority, incorporated by the District, refunded and retired the
2007 SBA Bonds with the School Revenue Bonds (Bethlehem Area School Disttict Refunding Project), Series of 2009
{2009 BASD Authority Bonds™) in the amount of $40,280,000. The 2007 SBA Fixed Payer Swap was assigned to the
BASD Authority under the terms of 2 Novation Agreement.

Oan April 28, 2011, the District, through the BASD Authority, refunded and retired the 2009 BASD Authority Bonds
with its School Revenue Bonds (Bethlehem Area School District Refunding Project), Series of 2011 (¥2011 BASD
Authority Bonds”) in the amount of $40,470,000. The 2007 SBA Fixed Payer Swap, under the terms of an
amendment to the IRMA Confirmation, became associated with the 2011 BASD Authority Bonds and will hereinafter
be teferred to as the “2011 Fixed Payer Swap”. JP Morgan will still pay to the District a vatiable rate of 68% of 1
Month LIBOR and the District will pay to JP Motgan a fixed rate of 3.774%. The 2011 Fixed Payer Swap currently
has an outstanding notional amount of $39,980,000 and has a final maturity date of July 1, 2031 which is the final
maturity date of the 2011 BASD Authority Bonds.

"2011A Fixed Payer Swap" See “Overview of Cutrent Transactions”

Interest Rate Management Plan 6
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Summary of Fixed Payer Swap Terminated by 2011 Bonds

Existng 2007 Fixcd Payer

Swap
Marurity

Balance

54,980, OOO

Schedule 2B

Terminated Portion of 2007
Fixed Payer Swap

Marurity

1/1 /2029'”

1/1/2031

Interest Rate Managemeni Plan

Balance
25, 140 000

2
505,000

Maturity

2011A Fixed Payer Swap

Halance
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Schedule 3
Summary of Fees Paid in Connection with the Partial Termination
and Transfer of the 2007 Fixed Payer Swap

Fees Paid
PFM Asset Management, LLC $40,000
Swap Advisor
Rhoads & Sinon LLP $40,000
Swap Counsel
King, Spry, Herman, Freund & Faul, LI.C $20,000
Solicitor

Interest Rate Management Plan 8
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Fiscal Year
Eoding

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

Principal
Duge

1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030
1/1/2031
1/1/2032

TOTALS

(1) For these pusposes, 60% of 1-Month LIBOR + 0.346% assumed at 2.750%, received monthly
(2) For these purpases, Fixed Swap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan

Schedule 4A
2011A Fixed Payer Swap
Estimated Periodic Scheduled Payments

3 4 5

Receive Pay

60% of 1-Month Fixed

Notional LIBOR +0.346% (1) Swap Ratg (2)

2.750% 4.145%

29,840,000 (547,066.67) 824,578.67
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,8G8.00
29,840,000 {820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (769,587.50) 1,159,978.25
26,130,000 (543,125.00) 818,637.50
13,370,000 (183,837.50) 277,093.25
(15,993,816.67) 24,107,043.67

Fiscal Year

Jotal

277,512.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268,00
416,268.00
390,390.75
275,512.50

93,255.75

8,113,227.00
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Fiscal Year
Endiag

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

Principal

Date

1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
17172027
1/1/2028
1/1/2029
1/1/2030
1/1/2031
1/1/2032

TOTALS

(1) For these purposes, 60% of 1-Month LIBOR + 0.346% assumed at 0.000%, rcceived monthly

Schedule 4B
2011A Fixed Payer Swap

Maximum Periodic Scheduled Payments
3 4 5
Receive Pay
60% of 1-Month Fixed

Notional LIBOR + 0,346% (1) Swap Rate (2)

0.000% 4.145%
29,840,000 0.00 824,578.67
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,368.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 000 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,236,868.00
29,840,000 0.00 1,159,978.25
26,130,000 0.00 818,637.50
13,370,000 0.00 277,093.25
0.00 24,107,043.67

(2) For these purposes, Fixed Swap Rate assumed at 4,145%, paid monthly

Interest Rate Management Plan
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Fiscal Year

Total

824,578.67
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,236,868.00
1,159,978.25

818,637.50

277,093.25

24,107,043.67
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Brief Definition/ Explanauon

Risk that the School District is forced
to liquidate the Fized Payer Swaps
when it owes a termination payment
to the Counterparty.

1) Terminadon Risk*

Schedule 5A
Risk Summary for 2011A Fixed Payer Swap

Would require a payment default,
or bankruptcy by the School
Distdet, or a reduction in the
School District’s credit rating
below threshold as defined in

ISDA document. See Schedule
5B for the potential termination
payments owed.

See Schedule 5B for the potential
termination payments owed.

Mitgation

Good financial management, Monitor

exemption of rounicipal bonds, e.g. 2

nominal rate in the contract.

Shortfall between the interest rate Could result in a realized fixed School District’s variable rate Good financial management, budget
2) Basis Risk** paid on underlying variable rate rate on the 2011A Fixed Payer bonds may trade at a bigher rate contingency (i.e. Budget to a higher all-in
bonds and the floating rate received Swap that is higher than the received on the 2011 Fixed Payer fixed rate), and a Rate Stabilization and
on the 2011A Fixed Payer Swap. nominal rate io the conteact. Swap. Improvement Fund.
Shortfall between the rate received on
the 2011.A Fixed Payer Swap and the Could result in a realized foxed Good financial management, budget
3) Tax Risk** rate paid caused by a reduction in or rate on the 2011A Fixed Payer See Schedule 5C and 5D contingency (L.e. Budget to a higher all-in
elimination of the benefit of the tax- Swap that is higher than the - ’ fixed rate), and a Rate Stabilization and

Improvement Fund.

tax cut.
Risk of a payment default on the Exposure that diminishes with . e .
4) Couaterparty Credit 2011A Fixed Payer Swap by the passage of tme; tequires See Schedule 5B for the potential vn_,nnﬁnm n%mawﬂ.mw% .«MM“H__.“_MWWHMHH
(Default) Risk Counterparty which results in 20 monitoring of Counterparty payments owed. Hb”mgmwﬂw” ?ME v R Eubo 7 M Dmoh,

economic loss to the School District. credit ratings. ceest Rate Agemen o
Inability to procure Liquidity Bank or | Replacement Liquidity Bank can . L

ST Y e . . y . Could increase overall cost of Prudently manage the School District’s
5) Liquidity Risk that the rmEmnMM M.Hmh M.E increase in mBanMHWW NMMWM«ME price administrative fees. rances to maintsin credit rating,

*Any termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act I that would restrict real estate lax increases.

** Note: Under the initial Index Mode of the 20114 BASD Authority Bonds, the District will be paying 68% of 1 Month LIBOR plus 0.75%, which would eliminate Tax
Risk and mitigate Basis Risk as it relates to the 20114 Fixed Payer Swap and 20114 BASD Authority Bonds. If the 20114 BASD Authority Bonds are remarketed into a
different mode or type of Floating Mode (i.e. SIFMA instead of LIBOR), then the District would retain Tax Risk and Basis Risk.

Interest Rate Management Plan
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Schedule 5B
Termination Values
2011A Fixed Payer Swap

Interest Rate Management Plan 12
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Interest Rate Management Plan

Schedule 5C
Tax Risk: Present Value Analysis
2011A Fixed Payet Swap
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Interest Rate Management Plan

Schedule 5D
Tax Risk: Annual Cash Flows
2011A Fixed Payer Swap
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Fiscal Year
Eoding

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2051
6/30/2032

Schedule 6A

2011A Fixed Payer Swap and the 2011A BASD Authority Bonds
Estimated Periodic Scheduled Payments

Principal
Date

1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030
1/1/2031
1/1/2032

TOTALS

3 4 5 6 7 8
2011A BASD Authority Bonds 20114 Fixed Payer Swap
Pay Pay Pay Receive Pay
FRN Base index PRN Spread 60% of 1-Month Fixed
Principal (68% of 1 Month LIBOR) (1) (Comceaty (2) Notionsl LIBOR +0.346% (3) Swap Raie (4)

2.750% 0.750% 2.750%% 4.145%

5,000 549,931.25 149,981.25 29,840,000 (547,066.67) 824,578.67
5,600 824,793.75 224,943.75 29,840,000 (820,600.00) 1,236,868.00
5,000 824,656.25 224,906.25 29,840,000 (320,600.00) 1,236,868.00
5,000 824,518.75 224,868.75 29,840,000 (820,600.00) 1,236,868.00
5,000 824581.25 224,831.25 29,840,000 (820,600.00) 1,236,868.00
5,000 824,243.75 224,793.75 29,840,000 (820,600.00) 1,236,868.00
5,000 824,106.25 224,756.25 29,840,000 (820,600.00) 1,236,863.00
5,000 823,968.75 224,718.75 29,840,000 (820,600.00) 1,236,868.00
5,000 823,831.25 224,681.25 29,840,000 (820,600.00) 1,236,868.00
5,000 823,693.75 224,643.75 29,840,000 (820,600.00) 1,236,868.00
5,000 823,556.25 224,606.25 29,840,000 (820,600.00y 1,236,868.00
5,000 823,418.75 224,568.75 29,840,000 (820,600.00) 1,236,868.00
5,000 §23,281.25 224,531.25 29,840,000 (820,600.00) 1,236,568.00
5,000 823,143.75 224,493.75 29,840,000 (820,600.00) 1,236,868.00
5,000 823,006.25 224,456.25 29,840,000 (820,600.00) 1,236,868.00
5,000 822,868.75 224,418.75 29,840,000 (820,600.00) 1,236,868.00
5,000 822,731.25 224,381.25 29,840,000 (820,600.00) 1,236,868.00
5,000 822,593.75 224,343.75 29,840,000 (820,600.00) 1,236,868.00
2,095,000 793,718.75 216,468.75 29,840,000 (769,587.50) 1,159,978.25
13,620,000 577,637.50 157,537.50 26,130,000 (543,125.00) 818,637.50
14,195,000 195,181.25 '53,231.25 13,370,000 (183,837.50) 277,093.25
30,000,000 16,119,262.50 4,396,162.50 (15,993,816.67) 24,107,043.67

(1) For these pucposes, PRN Base Index (68% of 1 Month LIBOR} assumed at 2.750%, paid monthly
(2) Fos these purposes, FRN Spread (Curreat) assumed at 0.750%, paid moathly

(3) For these purposes, 60% ol 1-Month LIBOR + 0.3

% assumed at 2.750%, received monthly

(4) For these purposes, Fixed Swap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan
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Fiscal Year
Total

982,424.50
1,471,005.50
1,470,830.50
1,470,655.50
1,470,480.50
1,470,305.50
1,470,130.50
1,469,955.50
1,469,780.50
1,469,605.50
1,469,430.50
1,469,255.56
1,469,080.50
{,468,905.50
1,468,750.50
1,468,555.50
1,468,380.50
1,468,205.50
3,495,578.25

14,630,687.50
14,536,668.25

58,628,652.00
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Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

Schedule 6B
2011A Fixed Payer Swap and the 2011A BASD Authority Bonds
Maximum Periodic Scheduled Payments

2 3 4 5 6 7 8
2011A BASD Authority Bonds 2011A Fized Payer Swap
Pay Pay Pay Receive Pay
Prncipal FRN Base Index FRN Spread 60% of 1-Month Fixed
Date Brincipal (68%of ! W (Cusrend ) Notional LIBOR + 0.346% (3) Swap Rate 14)
25.000% 0.000% 4.145%0
1/1/2012 5,000 4,999,375.00 ¢.00 29,840,000 0.00 824,578.67
1/1/2013 5,000 7,498,125.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2014 5,000 7,496,875.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2015 5,000 7,495,625.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2016 5,000 7,494,375.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2017 5,000 7,493,125.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2018 5,000 7,491,675.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2019 5,000 7,490,625.00 6.00 29,840,000 0.00 1,236,868.00
1/1/2020 5,000 7,489,375.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2021 5,000 7,488,125.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2022 5,000 7,486,875.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2023 5,000 7,485,625.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2024 5,000 7,484,375.00 0.60 25,840,000 0.00 1,236,868.00
1/1/2025 5,000 7,483,125.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2026 5,000 7,481,875.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2027 5,000 7,480,625.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2028 5,000 7,479,375.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2029 5,000 7,478,125.00 0.00 29,840,000 0.00 1,236,868.00
1/1/2030 2,095,000 7,215,625.00 0.00 29,840,000 0.00 1,159,978.25
1/1/2031 13,620,600 5,251,250.00 0.060 26,130,000 0.00 818,637.50
1/1/2032 14,195,000 1,774,375.00 0.60 13,370,000 0.00 277,093.25
TOTALS 30,000,000 146,538,750.00 0.00 0.00 24,107,043.67

(1) Por these pucposes, FRN Base Index (68% of 1 Month LIBOR) assumed at 25.000%, paid monthly
(2) For these purposes, FRN Spread (Current) assumed at 0.000%, paid monthly

(3} For these purposes, 60% of 1-Month LIBOR. + 6.346% assumed at 0.000%, received monthly

(4) For these purposes, Fixed $wap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan
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tiiscal Year

Yotal

5,828,953.67
$,739,993.00
8,738,743.00
8,737,493.00
8,736,243.00
8,754,993.00
§,733,743.00
8,752,493.00
8,731,243.00
8,729,993.00
8,728,743.00
8,727,493.00
8,726,243.00
8,724,993.00
8,723,743.00
$,722,493.00
8,721,243.00
8,719,993.00
10,470,603.25
19,689,887.50
16,246,468.25

200,645,793.67
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---2003 Swaption---

Interest Rate Management Plan 17
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Schedule 7A.
Risk Summary — 2003 Swaption

Brief Definivon/ Explanaton Risk Analysis Example
Would require 2 pagment default,

ot bankruptey by the School
Risk thar the School District is forced District, or a reduction in the

1) Teemination Risk* | to liquidate the 2003 Swaption when School District’s credit rating See Schedule 7B for the potential

Mitigarion

it owes a termination payment to the below threshold as defined in payments owed. Good financial management, Monitor
Counierparty. ISDA document. See Schedule
7B for the potentizal paysents
owed.

Risk that a reduction in or elimination Financial Advisor recommends

2) Tax Risk* of the benefit of the tax-exemption f | 14 1t in 2 bigher rate prid | Variable rate paid is highes than the | | STDISHing  Rate S
municipal bonds {e.g. a 1ax cut), the 2003 Swaotion. fized rat ved Improvement Fund funded from any
increases the rate paid on the 2003 on Swapuon. rate recerved. positive cash flow on the 2003 Swapton,
Swaption. Monitox.
Financial Advisos recommends
Risk that an adverse move in variable Risk that an adverse move in Vasiable rate paid is higher than the establishing a Rate Stabilizatdon &
3) Interest Rate Risk rates increases the overall cost of variable rates increases the overall fixe amn”n ceceived. Improvement Fund funded from any
borrowing. cost of borrowing. positive cash flow on the 2003 Swaption,
Monitor.
Risk of a payment default on the Exposure that diminishes with - Lo .
4) Counterparty Credit | 2003 Swaption by the Countexpasty passage of time; requires See Schedule 7B for the potential S O no:ﬂnn@wﬂ@ d.Sng high credic
(Default) Risk which results in an economic loss to monitorng of Counterparty payments owed. ratings, Monitor
the School Distdct. credit ratings.

* Any termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act 1 that would restrict real estate tax increases.
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Schedule 7B
Termination Values
2003 Swaption

Interest Rate Management Plan 19




8/15/2011 Board Meeting

Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017

2003 Swaption and 2007A Bonds

Schedule 7C

Estimated Periodic Scheduled Payments

2 3 4 5 ) 6 7 8
2007A BONDS 2003 SWAPTION
Pay Pay Receive Pay
Prncipal Fixed Rate Pixed
Date Principal Rate Inrerest otion Swap Rate SIFMA (1)
3.280% 2.700%
9/1/2011 6,470,000 5.000% 1,775,000.00 38,735,000 (1,164,400.00) 958,500.00
9/1/2012 6,805,000 5.000% 1,443,125.00 32,265,000 (946,690.00) 779,287.50
9/1/2013 7,735,000 5.000% 1,079,625.00 25,460,000 (708,234.00) 582,997.50
9/1/2014 8,135,000 5.000% 682,875.00 17,725,000 (447,966.00) 368,752.50
9/1/2015 8,555,000 5.000% 265,625.00 9,590,000 (174,250.00) 143,437.50
9/1/2016 1,035,000 5.000% 25,875.00 1,035,000 (16,974.00) 13,972.50
TOTALS 38,735,000 5,272,125.00 (3.458,514.00) 2,846,947.50

(1) For these purposes, SIFMA assumed at 2.700%, paid semi-annually

Interest Rate Management Plan
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Tiscal Year
Total

8,039,100.05
8,080,722.55
8,689,388.55
8,738,661.55
8,789,812.55
1,057,873.55

43,395,558.80
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Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017

Schedule 7D
2003 Swaption and 2007A Bonds
Maximum Periodic Scheduled Payments

2 3 4 5 6 7 8
2007A. BONDS 2003 SWAPTION
Pay Pay Receive Pay
Pracipal Fixed Rate Pixed
Date Principal Rate Interest Notiopal Swap Rate SIEMA (1)

3.280% 25.000%

9/1/2011 6,470,000  5.000% 1,775,000.00 38,735,000 (1,164,400.00) 8,875,000.00
9/1/2012 6,805,000 5.000% 1,443,125.00 32,265,000 (946,690.00) 7,215,625.00
9/1/2013 7,735,000  5.000% 1,079,625.00 25,460,000 (708,234.00) 5,398,125.00
9/1/2014 8,135,000  5.000% 682,875.00 17,725,000 (447,266.00) 3,414,375.00
9/1/2015 8,555,000 5.000% 265,625.00 9,590,000 (174,250.00) 1,328,125.00
9/1/2016 1,035,000  5.000% 25,875.00 1,035,000 (16,974.00) 129,375.00
TOTALS 38,735,000 5,272,125.00 (3,458,514.00) 26,360,625.00

1) For these ses, S assumed at max rate of 25. %, paid serni-anmn
these purpo: SIFMA d f 25.000%, paid i ually

Interest Rate Management Plan
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Fliscal Year
Total

15,955,600.05
14,517,060.05
13,504,516.05
11,784,284.05
9,974,500.05
1,173,276.05

66,909,236.30
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Interest Rate Management Plan

---2010 Fixed Payer Swap---
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Brief Defininon/Explanaton

Schedule 8A
Risk Summary — 2010 Fixed Payer Swap

Risk

Analysis

FExample

Mitigaton

elimination of the benefit of the tax-
exemption of municipal bonds, e.g. 2

Swap that is higher than the
nominal rate in the contract.

Would require a payment default,
or bankruptcy by the School
Risk that the School District is forced District, or a reduction in the
1) Termination Risk* to liquidate the 2010 Fixed Payer School District’s credit rati See Schedule 8B for the potential 8 :
méwwﬁﬁrmn it owes a termination below threshold as anmbaaﬁ_m - payments oﬂnm.w Good financial mansgement, Monitor
payment to the Counterparty. ISDA document. See Schedule
8B for the potential payments
owed.
Shortfall between the interest rate Could result in 2 realized fixed School District’s variable rate Good financial managesmeot, budget
2) Basis Risk* paid on underlying vadable rate rate on the 2010 Fixed Payer bonds may trade at a higher rate contingency (i.e. Budget to a higher all-in
bonds and the floating rate received Swap that is higher than the seceived on the 2010 Fixed Payer fixed rate), and a Rate Stabilization aad
on the 2010 Fixed Payer Swap. nominal rate in the contract. Swap. Improvement Fund.
Shortfall between the rate received on
the 2010 Fixed Payer Swap and the Could result in a realized fixed Good financial management, budget
3) Tax Risk* rate paid caused by a reduction in or rate on the 2010 Fixed Payer See Schedule 8C and 8D. contingency (i.e. Budget to a higher all-in

fixed rate), and a Rate Stabilization and
Improvement Fund.

increase in the future.

fnay increase-

tax cut. -
Risk of a payment default oo the Exposure that diminishes with Selected Counterparty with high credit
4) Countesparty Credit 2010 Fixed Payex Swap by the passage of time; requires See Schedule 8B for the potential ratings and continually monitor those,
Defaul) Risk Counterparty which results in an monitoring of Counterparty payments owed. Interest Rate Management Plan / Monitor
economic loss to the School Distrct. credit ratings.
Inability to renew or replace Liquidity | Replacement Liquidity Bank can . ” - S
5) Liquidity Risk Bank or that the liquidity fees will generally be located, bur price ﬁo&ﬂ%ﬂ@“ﬁ“ﬂﬁ%omw = Prudently maoage the School Distrct's

finances to maintain credit rating.

* Any termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act 1 that would restrict real estate tax increases.

Interest Rate Management Plan
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Interest Rate Management Plan

Schedule 8B
Termination Values
2010 Fixed Payet Swap
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Schedule 8C
Tax Risk: Present Value Analysis
2010 Fixed Payer Swap

Interest Rate Management Plan 25
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Interest Rate Management Plan

Schedule 8D
Tax Risk: Annual Cash Flows
2010 Fixed Payet Swap
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Fiscal Year
Ending

6/30/2011
6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030

Schedule 8E

2010 Fixed Payer Swap and 2010 BASD Authority Bonds

Estimated Petiodic Scheduled Payments

Principal
Date

1/1/2011
1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030

TOTALS

3 4 5 [3 7 8
2010 BASD Authority Bonds 2010 Fixed Payer
Pay Pay Pay Receive Pay
FRN Base Index FRN Spread 60% of 1-Month Fixed
Psincipal (SIEMA) (1) (Cuscent Esimate) (2) MNotioal LIBOR + 0.345% (3) Swap Rate (4)

2.700% 1.500% 2.750% 3.900%
5,000 809,932.50 449,962.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,797.50 449,887.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,662.50 449,812.50 29,630,000 (814,825.00) 1,155,570.00
5,000 §09,527.50 449,737.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,392.50 449,662.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,257.50 449,587.50 29,630,000 (814,825.00) 1,155,570.04
5,000 809,122.50 449,512.50 29,630,000 (814,825.00) 1,155,570.00
5,000 §08,987.50 449,437.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,852.50 449,362.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,717.50 449,287.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,582.50 449,212.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,447.50 449,137.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,312.50 449,062.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,177.50 448,987.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,042.50 448,912.50 29,630,000 (814,825.00) 1,155,570.00
5,000 807,907.50 448,837.50 29,630,000 (814,825.00) 1,155,570.00
6,705,000 717,522.50 398,512.50 29,630,000 (722,356.25) 1,024,432.50
7,150,000 530,280.00 294,600.00 22,905,000 (529,512.50} 750,945.00
7,620,000 330,885.00 183,825.00 15,605,000 (324,225.00) 459,810.00
8,445,000 114,007.50 63,337.50 7,975,000 (109,656.25) 155,512.50

30,000,000 14,635,215.00 8,130,675.00 {14,722,950.00) 20,879,820.00

(1) For these purposes, FRN Base Index (SIFMA) assumed at 2.700%, paid monthly
(2) For these oses, FRIN Spread (Current Estimate) assurned at 1.500%, paid monthly
pucp P P ¥

3) For these oses, 60% of 1-Montk LIBOR -+ 0.345% assumed at 2.750%, received monthl
pup Y

(4) For these purposes, Fixed Swap Rate assumed at 3.900%, paid monthly

Interest Rate Management Plan
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Fiscal Year
Lotal

1,605,640.00
1,605,430.00
1,605,220.00
1,605,040.00
1,604,800.00
1,604,590.00
1,604,380.00
1,604,170.00
1,603,960.00
1,603,750.00
1,603,540.00
1,603,330.00
1,603,120.00
1,602,910.00
1,602,700.00
1,602,490.00
§,122,911.25
8,196,312.50
8,270,295.00
8,668,201.25

58,922,760.00
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Fiscal Year
Ending

6/30/2011
6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030

Principal
Date

1/1/2011
1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030

TOTALS

(1) Fot these pazposes, 2010 BASD Authority Max Rate assumed at 12.000%, paid monthly

Schedule 8F
2010 Fixed Payet Swap and 2010 BASD Authority Bonds
Maximum Periodic Scheduled Payments

3 4 5 6 7
2010 BASD Authority Bonds 2010 Fixed Payer
Pay Pay Receive Pay
2010 BASD 60%0 of 1-Month Fixed
Principal Authoticy Max Rate (1) Notional LIBOR +0.345% (2) Swap Rate (3)

12.000% 0.000% 3.900%
5,000 3,599,700.00 29,630,000 0.00 1,155,570.00
5,000 3,599,100.00 29,630,000 0.00 1,155,570.00
5,000 3,598,500.00 29,630,000 0.00 1,155,570.00
5,000 3,597,900.00 29,630,000 0.00 1,155,570.00
5,000 3,597,300.00 29,630,000 0.00 1,155,570.00
5,000 3,596,700.00 29,630,000 0.00 1,155,570.00
5,000 3,596,100.00 29,630,000 0.00 1,155,570.00
5,000 3,595,500.00 29,630,000 0.00 1,155,570.00
5,000 3,594,900.00 29,630,000 0.00 1,155,570.00
5,000 3,594,300.00 29,630,000 0.00 1,155,570.00
5,000 3,593,700.00 29,630,000 0.00 1,155,570.00
5,000 3,593,100.00 29,630,000 0.00 1,155,570.00
5,000 3,592,500.00 29,630,000 0.00 1,155,570.00
5,000 3,591,900.00 29,630,000 0.00 1,155,570.00
5,000 3,591,300.00 29,630,000 0.00 1,155,570.00
5,000 3,590,7006.00 29,630,000 0.00 1,155,570.00
6,705,000 3,188,100.00 29,630,000 0.00 1,024,432.50
7,150,000 2,356,800.00 22,905,000 .00 750,945.00
7,620,000 1,470,600.00 15,605,000 0.00 459,810.00
8,445,000 506,700.00 7,875,000 0.00 155,512.50
30,000,000 65,045,400.00 0.00 20,879,820.00

(2) For these purposes, 60% of 1-Month LIBOR + 0.345% assamed at 0.000%, received monthly
3) For these ses, Fixed Swap Rate assumed at 3.900%, paid mont
parpo: ap P

Interest Rate Management Plan
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Fiscal Year
Toeal

4,760,270.00
4,759,670.00
4,759,070.00
4,758,470.00
4,757,870.00
4,757,270.00
4,756,670.00
4,756,070.00
4,755,470.00
4,754,870.00
4,754,270.00
4,753,670.00
4,753,070.00
4,752,470.00
4,751,870.00
4,751,270.00
10,917,532.50
10,257,745.00
9,550,410.00
9,107,212.50

115,925,220.00
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Interest Rate Management Plan

---2011 Fixed Payer Swap---
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Schedule 9A

Risk Summary — 2011 Fixed Payer Swap

Briet Defimuon/ Explanation

Would require 4 payment default,

Exampie

Minipaton

oz bankruptcy by the School
Risk that the School Distrct is forced District, or a reduction in the
1) Tecmination Risk* to liquidate the 2011 Fixed Payer School District’s credit rating See Schedule 9B for the potential Good financial mana Monit
Swap when it owes a termination below threshold as defined in payments owed. gement, .
payment to the Counterparty. ISDA document. See Schedule
9B for the potential payments
owed.
Shortfall between the interest rate Could result in a realized fixed School District’s vaziable rate Good financial management, budget
2) Basis Risk** paid on underlying variable rate rate on the 2011 Fixed Payer bonds roay trade at a higher rate contingency (i.e. Budget to a higher all-in
bonds and the floating rate received Swap that is higher than the received on the 2011 Fixed Payer fixed rate), and a Rate Stabilization and
on the 2011 Fized Payer Swap. nominal rate in the contract. Swap. Improvement Fund.
Shortfall between the rate received on
the 2011 Fixed Payer Swap and the Could result in a realized fixed Good financial management, budget
3) Tax Risk** rate paid caused by a reduction in or rate on the 2011 Fixed Payer See Schedule 9C and 9D contingency (Le. Budget to a higher 2ll-in
elimination of the benefit of the tax- Swap that is higher than the ’ fixed rate), and a Rate Stabilization and
exemption of unicipal bonds, e.g. a nominal rate in the contract. Improvement Fund.
tax cut.
Risk of a payment default on the Exposure that diminishes with Selected Counterparty with high credit
4) Counterparty Credit 2011 Fixed Payer Swap by the passage of time; requires See Schedule 9B for the potential ratings and continually monitor those,
{Default) Risk Counterparty which results in an monitoring of Counterparty payments owed. Interest Rate Management Plan / Monitor
economic loss to the School Distdct. credit ratings.
Inability to renew or replace Liquidity | Replacement Liquidity Bank can . . L
5) Liquidity Risk Bank o that the liquidity fees will | generally be located, but price no&M ncrease WMMW& &3 wamwwwwweﬂwmmuwnnwwnvmwwmww WMM.%@
increase in the future. may increase.

*dny termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act I that would restrict real estate tax increases.

** Note: Under the initial Index Mode of the 2011 BASD Authority Bonds, the District will be paying 68% of 1 Month LIBOR plus 0.75%, which would eliminate Tax
Risk and mitigate Basis Risk as it relates to the 2011 Fixed Payer Swap and 2011 BASD Authority Bonds. If the 2011 BASD Authority Bonds are remarketed into a

different mode or type of Floating Mode (i.e. SIFMA instead of LIBOR), then the District would retain Tax Risk and Basis Risk.

Interest Rate Management Plan
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Interest Rate Management Plan

Schedule 9B
Termination Values
2011 Fixed Payer Swap
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Interest Rate Management Plan

Schedule 9C
Tax Risk: Present Value Analysis
2011 Fixed Payer Swap
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Schedule 9D

Tax Risk: Annual Cash Flows
2011 Fixed Payer Swap
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Fiscal Year
Ending

6/30/2011
6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/306/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031

Schedule 9E

2011 Fixed Payer Swap and 2011 BASD Authority Bonds

Estimated Periodic Scheduled Paymenis

2 3 4 5 6 7 8
2011 BASD Anthority Bonds 2011 Fixed Payer
Pay Pay Pay Receive Pay
Principal FRN Base Index FRN Spread 68%0 of Fixed
Dt Psncipal  (68% of 1 Mooth LIBOR) (1) (Cussent Estimate) (2) Nosional  1:bonth LIBOR, (3) Swap Rate (4)
2.750% 0.750% 2.750% 3.774%
7/1/2011 5,000 188,578.96 51,430.63 39,985,000 (1,099,587.50) 1,509,033.90
7/1/2012 5,000 1,112,787.50 303,487.50 39,980,000 (1,099,450.00) 1,508,845.20
7/1/2013 5,000 1,112,650.00 303,450.00 39,975,000 (1,099,312.50) 1,508,656.50
7/1/2014 5,000 1,112,512.50 303,412.50 39,970,000 (1,099,175.00) 1,508,467.80
7/1/2015 5,000 1,112,375.00 303,375.00 39,965,000 (1,099,037.50) 1,508,279.10
7/1/2016 5,000 1,112,237.50 303,337.50 39,960,000 {(1,098,900.00) 1,508,090.40
7/1/2017 5,000 1,112,100.00 303,300.00 39,955,000 (1,098,762.50) 1,507,901.70
7/1/2018 5,000 1,111,962.50 303,262.50 39,950,000 (1,098,625.00} 1,507,713.00
7/1/2019 5,000 1,111,825.00 303,225.00 39,945,000 (1,098,487.50) 1,507,524.30
7/1/2020 5,000 1,111,687.50 303,187.50 39,940,000 (1,098,350.00) 1,507,335.60
7/1/2021 5,000 1,111,550.00 303,150.00 39,935,000 (1,098,212.50) 1,507,146.90
7/1/2022 1,310,000 1,111,412.50 303,112.50 39,930,000 (1,098,075.00) 1,506,958.20
7/1/2023 1,365,000 1,075,387.50 293,287.50 36,595,000 (1.006,362.50) 1,381,095.30
7/1/2024 1,925,000 1,037,850.00 283,050.00 33,130,000 (911,075.00) 1,250,326.20
7/1/2025 2,010,000 984,912.50 268,612.50 29,525,000 (811,937.50) 1,114,273.50
7/1/2026 4,775,000 929,637.50 253,537.50 25,775,000 (708,812.50) 972,748.50
7/1/2027 4,990,000 798,325.00 217,725.00 21,880,000 (601,700.00) 825,751.20
7/1/2028 5,205,000 661,100.00 180,300.00 17,830,000 (490,325.00) 672,904.20
77172029 5,950,000 517,962.50 141,262.50 13,625,000 (374,687.50) 514,207.50
7/1/2030 6,250,000 354,337.50 96,637.50 9,255,000 (254,512.50) 349,283.70
7/1/2031 6,635,000 182,462.50 49,762.50 4,715,000 (129,662.50) 177,944.10
TOTALS 40,470,000 18,963,653.96 5,171,905.63 (18,475,050.00) 25,354,486.80

(1) For these purposes, FRIN Base Index (68% of 1 Month LIBOR) assumed at 2.750%, paid monthly
(2) For these purposes, FRN Spread (Current Estinmte) assumed at 0.750%6, paid monthly

(3) For these purposes, 65% of 1-Month LIBOR assumed at 2.750%, received monthly

(4) For these purposes, Fixed Swap Rate assutned at 3.774%, paid monthly

Interest Rate Management Plan 34

Fiscal Year
Total

654,455.98
1,830,670.20
1,830,444.00
1,830,217.80
1,829,991.60
1,829,765.40
1,829,539.20
1,829,313.00
1,829,086.80
1,828,860.60
1,828,634.40
3,133,408.20
3,108,407.80
3,585,151.20
3,565,861.00
6,222,111.00
6,230,101.20
6,228,979.20
6,748,745.00
6,795,746.20
6,915,506.60

71,484,996.38
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Schedule 9F
2011 Fixed Payer Swap and 2011 BASD Authority Bonds
Maximum Periodic Scheduled Payments

1 2 3 4 5 6 7
2011 BASD Authority Bonds 2011 Fixed Payer
Pay Pay Recerve Pay
Fiscal Yeac Prncipal 2011 BASD 68%0 of fiixed
Ending Date Princi Authosity Max Rate (1) Nesional  1-Month LIBOR (2) Swap Rat (3
25.000% 0.000%% 3.774%
6/30/2011 7/1/2011 5,000 1,714,354.17 39,985,000 0.00 1,509,033.90
6/30/2012 7/1/2012 5,000 10,116,250.00 39,980,000 0.00 1,508,845.20
6/30/2013 7/1/2013 5,000 10,115,000.00 39,975,000 0.00 1,508,656.50
6/30/2014 7/1/2014 5,000 10,113,750.00 39,970,000 0.00 1,508,467.80
6/30/2015 7/1/2015 5,000 10,112,500.00 39,965,000 0.00 1,508,279.10
6/30/2016 7/1/2016 5,000 10,111,250.06 39,960,000 0.00 1,508,090.40
6/30/2017  7/i/2017 5,000 10,110,000.00 39,955,000 0.00 1,507,901.70
6/30/2018 7/1/2018 5,000 10,108,750.00 39,950,000 0.00 1,507,713.00
6/30/2019 7/1/2019 5,000 190,107,500.00 39,945,000 0.00 1,507,524.30
6/30/2020 7/1/2020 5,000 10,106,250.00 39,940,000 0.00 1,507,335.60
6/30/2021 7/1/2021 5,000 10,105,000.00 39,935,000 0.00 1,507,146.90
6/30/2022 7/1/2022 1,310,000 10,103,750.00 39,930,000 0.00 1,506,958.20
6/30/2023 7/1/2023 1,365,000 9,776,250.00 36,595,000 0.00 1,381,095.30
6/30/2024 7/1/2024 1,925,000 9,435,000.00 33,130,000 0.00 1,250,326.20
6/30/2025 7/1/2025 2,010,000 8,953,750.00 29,525,000 0.00 1,114,273.50
6/30/2026 7/1/2026 4,775,000 8,451,250.00 25,775,000 0.00 972,748.50
6/30/2027 7/1/2027 4,990,000 7,257,500.00 21,880,000 0.00 825,751.20
6/30/2028 7/1/2028 5,205,000 6,010,000.00 17,830,000 0.00 672,904.20
6/30/2029 7/1/2029 5,950,000 4,708,750.00 13,625,000 0.00 514,207.50
6/30/2030 7/1/2030 6,250,000 3,221,250.00 9,255,000 0.00 349,283.70
6/30/2031 7/1/2031 6,635,000 1,658,750.00 4,715,00G G.00 177,944.10
TOTALS 40,470,000 172,396,854.17 0.00 25,354,486.80

Interest Rate Management Plan

(1) For these purposes, 2011 BASD Authority Max Rate assumed at 25.000%%, paid monthly
(2) For these purposes, 68% of 1-Month LIBOR. assumed at 6.000%, teceived monthly
(3) For these purposes, Fixed Swap Rate assumed at 3.774%, paid monthly

35

Fiscal Year
Total

3,228,388.07
11,630,095.20
11,628,656.50
11,627,217.80
11,625,779.10
11,624,340.40
11,622,501.70
11,621,463.00
11,620,024.30
11,618,585.60
11,617,146.90
12,920,708.20
12,522,345.30
12,610,326.20
12,078,023.50
14,198,998.50
13,073,251.20
11,887,904.20
11,172,957.50

9,820,533.70

8,471,694.10

238,221,340.97




APPENDIX B
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(Multicurrency—Cross Border)

ISDA.

Inteenationn] Swep Deslers Association, Inc,

MASTER AGREEMENT

dated as of December 8, 2003

JPMORGAN CHASE BANK and BETHLEHEM AREA SCHOOL DISTRICT
(“PARTY A"™) {“PARTY B™)
have entered and/or anticlpats entering into one or more transactions (each a “Transaction™) that are or will
bo govemed by this Master Agreement, which includes tha scheduls (ths “Schedule™), and the documents
end other confinning evidence (each a “Confirmation™) exchanged between the partles confirming those -
Transactions.

Accordingly, the parties agres as follows:—

1. Interpretation

(a) Definitions. The terms defined in Section 14 and in the Schedule will have the meanings therein
speciffed for the puspose of this Master Agreement.

(®) Inconsistency. In the svent of any inconsistency between the provisions of the Schedule and the
other provisions of this Master Agreement, the Scheduls will prevail, In the event of any inconsistency
between the provisions of any Confirmation and this Master Agreement (including the Schedule), such
Confirmation will prevail for the purpose of the relevant Transection.

©) Single Agreement, All Transactions are sntered into in reliance on the fact that this Master

Agreement and all Confirmations form a single agreement between the parties (collectively referred to as
thix “Agreement™), and the parties would niot otherwise enter into any Transactions,

2. ObHgatlons

(8 Genernl Conditlons.

(y Each party will make each payment or delivery specified in each Confirmation to be made by
it, subject to the other provisions of this Agreement,

(i) Payments under this Agreement will be mads on the dus date for value on that date in the place
of the account specified in the relevant Confirmation or otherwise pumsuant to this Agreement, in
freely transierable finds and in the manner customary for payments in the required currency. Where
settlement i3 by delivery (that is, other then by payment), such delivery will be made for receipt on
the due date In the manner customary for the relevant cbligation unless otherwiss specified in the
relevant Confinmation or elsowhers in this Agreement.

(iif) Bach obligation of each party under Saction 2(a)(i) is subject to (1) the condition precadsnt
that no Event of Default or Polential Bvent of Default with respect to the other party has vecurred
and is’ continuing, (2) the condition procedent that no Early Termination Dats in respoct of the
refevant Transaction has occurred or been effectively designated and (3) each other applicable
condition precedent specified in this Agreement.
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) Change of Account. Either party ;nay change its account for receiving a payment ot delivery by
giving notice to the other party at least five Local Business Days prior to the scheduled date for the payment
ot delivery to which such change applies inless such other party gives timely notice of a reasonable objection
to such change. ‘

© Netting, If on any date amounts would otherwise be payable:—

(i) in the same currency; and
(i) inrospect of the same Transaction,

by each party to the other, then, on such dats, each party’s obligation to make payment of eny such amount
will b automatically satisfied and discharged sud, if the aggregats amount that would otherwise have been
payable by one party exceeds the aggregate amount that would otherwise have been paysblo by the other
party, replaced by an obligation upon the party by whom the larger aggregats amount would have been
payable to pey fo the other party the excess of the larger aggregate amount over the smaller aggregate atnount.

" The parties may elect in respect of two or reore Transactions that & nst amount will be determined in respect

of all amounts payable on the same date in the same cumronoy in respect of such Transactions, regardless of
whether such amounis are payable in respect of the same Transsction. The election msy be made in the
Scheduls or a Confirmation by specifying that subparagraph (i) above will not apply to the Tramsactions
identified as boing subject to the election, together with the starting date (in which case subparagraph (i)
shova will not, or will ceass to, apply to such Trensactions from such date). This clection may ba made

separately for diffarant groups of Transactions and will apply separately to each pairing of Offices through
which the partiss make and receive payments or deliveries,
)  Dednction or Withholding for Tax.
(@ Gross-Up. All payments under this Agreement will be made without any deduction or
withholding for or on account of any Tax unless such decuction or withhoiding is required by any
applicable law, as modified by the practice of any relevant governmental revenue authority, then in
effect. If a party is 30 required to deduct or withhold, then that party ¢X™) wills— ’
(1) promptly notify the other party (“Y") of such requirement;
(2) pay to the relevant authorities ibe full amount required to be deducted or withhold
the fuil amcunt required to be deducted or withheld from any sdditional amount
peid by X to Y under this Section 2(d)) promptly upon the eadier of daternining that such
deduction or withholding is required or recefving notice that euch amount has been assessed
against Y;
(3) promptly forwerd to Y an official receipt {or a certified copy), or other documentation
reasonsbly accepfable to Y, evidencing such payment to such authorities; and
(&) if such Tax is an Indemnifiabls Tax, pay to Y, in addition to the payment to which Y is
otherwise entitled under this Agreement, such additional amount as is necossary to ensurs that
the net amount actually received by Y (free and olear of Inidemmifinble Taxes, whether assessed
againgt X or Y) will equal the full emount ¥ would have received had no such deduction or
withholding been required. However, X will not be required (o pay any additional amount to
Y o the extent that it would not be roquired to be paid but fors—

(A} e Bilure by Y to comply with or perform any agresment confained in
Section 4(a)(), 4(a)(iii) or 4(d); or

(B) the failure of a representation made by Y pursuant to Section 3(f) to be accorate and
troe unless such failure would not have cccanred but for () any action taken by a faxing

suthority, or brought in a court of competent jurisdiction, on oc after the date on which a
" Transacticn is entered into (regardloss of whether such action iz taken or bronght with

respect to & party to this Agroement) or (II) a2 Changs in Tax Law,
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() Liabitity, 1

(1) X is required by any spplicable law, as modified by the practice of any relevent
govermmontal revenue authority, to make any deduction or withholding in respect of which X
would not be required to pay an additional amount to Y under Section 2(d)}{)(4);

(2) X does not so deduct or withhold; and
(3)  aliabikity resulting from such Tax is assessed directly against X,

then, except to the extent Y has satisfied or then satisfies the ligbility resulting from such Tax, Y
will promptly pay to X the amount of such lisbility (including any related lability for interest, but
inchiding any related linbility for penalties only if Y hes failed to comply with or perform any
agrecment contained in Section 4(a)(i), 4(a)(iii) or 4(d)).

O] Defauit Interesty Other Amounts, Prior to the occurrsnce or effective designation of an Early
Termination Date in respect of the relevant Transaction, n party that defaults in tho performance of any
paymant obligation will, to the extent permitted by law and subject to Soction 6{(c), be required to pay interest
(befomuweﬂuaﬁujudmmt)mtheovadmmmmﬂmommmdcmmdmmmmmy
&s such overdue amount, for the period from (and Including) the original duc date for pryment to (but
excluding) the date of actual payment, at the Default Rate, Such interest will bo calculnted on the basis of
daily compounding and the actual mumber of days elapsed. If; prior to the occurrence or effective desipnation
of an Barly Terminetion Date in respect of the relevent Transaction, a parfy defhnlts in the performeancs of
any obligation required to be settled by dolivery, it will compensate the other party on demand if and to the
extent provided for in the relevant Confirmation or elsewhere in this Agreement.

3. Reopresentations

Each party represents to the other party (which representations will be deemed to be repeated by each party
on'cach date on which a Trangaction is entsred into and, in the case of the representations in Section 3(f), at
all times until the termination of this Agreement) that:—

(8)  Bavlc Representations.

() Stxtus. It is duly organised and validly existing under the lzws of the jurisdicton of its
organisation or incorporation and, if relevent under suck laws, in good standing;

(i) Powers. It has the powsr to exscute this Agreement and any other documentation relating to
this Agreement to which it is a party, to delivar this Agreement and any other documentation relating
to this Agreement that & is required by this Agreement to deliver and to perform its obligations
under this Agreement and any obligations it has under any Credit Support Document to which it is
a party und has taken all necessary action {o authorise such exscution, delivery and pecformance;

(iii) No Violation er Conflict. Such execution, dalivery and performance do rot violate or conflict
with any law applicable to it, any provizion of its constititional documents, any order or judgment
of any court or other agency of govermment applicablle to it or any of its assels or any contractuel
restriction binding on or effecting it or any of its assets;

(iv) Consemts. All governmental and other consents that are required to have been obtained by it
with respect to this Agroement or any Credit Support Document 1o which it is a party have been
obtained and are in full force and effect and all conditions of any such conssnts have been complied
with; and

(v) Obligations Binding. Iix obligations under this Agreement and eny Credit Support Documtent
to which it is a party coustituts its legal, valid and binding obligations, enforcesbls in secordance
with their respective tsrms (subject to spplicable bankruptcy, reorganisation, insolvency,
moratorium or similar laws affecting creditors’ rights generally and subject, as to enforceability, to
equitsble principles of geacral application (regandiess of whether enforcement is sovght in a
proceeding in equity or st law)). )
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() . Absence of Certain Rvents. No Event of Default or Potential Event of Default or, to its knowledge,
Termination Bvent with respect to it has occurred and is continuing and no such event or clroumstance would
oconr es a result of its entering inio or performing ifs obligations under this Agreement or any Credit Support
Document to which it {s a party.

(c) Absence of Litigation. There is not pending or, to its knowledge, threatened against it or any of its
Affiliates any action, suit or proceeding at lew or in equity or before any court, tribunal, governmental body,
agency ot official or any arbitrator that is likely to affect the legality, validity or enforceability agatnst it of
this Agroement or any Credit Support Document to which it is a party or its ability to perform its obligations
under this Agreement or such Credit Support Document.

()  dccuracy of Specified Information, Ali spplicable information that is fumished in writing by or on
behalf of it to the other party and is identified for the purpose of this Section 3(d) in tha Schedule is, as of
the date of the information, true, accurate and complete in every material respect,

(¢)  Payer Tax Representation. Bach representation specified in the Schedule as being made by it for
thupmpossofﬂxixSwﬁogB(o)ismmtemdfme.
(] Payse Tax Representations. Bach representation specified in the Schedule as being made by it for
the purposs of this Section 3(f) is accurate and tre,

4 Agreements

Each party agrees with ths other that, so long as either party hes or may have any obligation under this
Agreement or under any Credit Support Document to which it is a party:—

(8)  Farnisk Specified Information. It will deliver to the other party or, in coertain cases under
subparagraph (1if) below, to such gavernment or taxing authority as the other party reasonably directs:—

(i), eny fonns, documents or certificates relating to taxation specified in the Schedule or any
Confirmation;

() any other documents specified in the Schedule or any Confirmation; and

(iif) wpon reasonable demand by such other pasty, any form or document that may be required or
reasonably requested In writing in order to alfow such other party or its Credit Support Provider to
make a payment under this Agreement or any applicable Credit Support Document without any
daduction or withholding tbr or on account of any Tax or with such deduction or withholding at a
reduced rate (30 long as the completion, execution or submission of such form or document would
. not matecially prejudice the legal or commercial position of the party in receipt of such demand),
with any such form or document to be accurate and completed in a manner reasonably safisfrctory
to such other party and to be executed and to be delivered with any reasonably required certification,

in each case by the date specified in the Schedule or such Confirmation or, if none is specified, as soon a3
reasonably practicable,

()  Mainialn Authorisations. It will use all reasoneble efforts to maintain in full forco and effect all
consents of any governmental or other anthority that are required to be obtained by it with respect to this
Agreerpent or any Credit Support Document to which it is a party and will use all reazonable efforts (o obtain

any that may become necessary it the future.

(©) Comply with Laws. It will comply in all material respects with all applicable Jaws and orders to
which it may be subject if failure so to comply would materially impair its ability to pecform its obligations
under this Agreement or any Credit Support Documnent to which it is a party.

) Tax Agreement. It will give natice of any failurs of 2 representation made by it under Section 3(f)
to be accurate and true promptly upon leaming of such filure.

(=) Payment of Stamp Tax. Subject to Ssction 11, it will pay any Stamp Tax Jevied or imposed npon
it or in respect of its execution or performance of this Agreement by a jurisdiction in which it is incorporated,
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organised, managed and controlled, o considered to have its seat, or in which a branch or office through
which it is acting for the purpose of this Agreement is located (“Stamp Tax Jurdsdiction”) and will ndermmify
the other party against any Stamp Tex levied or imposed upon the other party or In respect of the other party’s
mﬁmmp«&meofﬂﬂswmbymmsmmpTuiuMcﬁon“&ﬁchkmtﬂmasmmp
Teot Jurisdiction with respect to the other party. :

5. Events of Default and Termination Events

() Bvents of Defanlt. The occurence at any tme with respect o & party or, if applicable, any Credit
Support Provider of such party or any Specified Entity of such party of any of the following events constitutes
an event of default (an “Event of Default”) with respect to such party:—

(D Fuilure 1o Pay or Defiver. Failurs by the party to make, when due, any payment wnder this
Agreement or delivery under Section 2(a)() or 2(¢) required to be mads by it if such fiuibers is not
mtmdiadmmbeﬁmaﬁmthixdlucaleianayaMmﬁuofmchfaﬂmisgimbﬂmpaxty;

(i) BmckqugrmnFaﬂmbyﬂwpmymmplywﬂhorpedbmmagwmmtor
obligation(oﬁmthmmobﬁguﬂontomhmypaymnmmd«thisAgmommtordeHmundw
Section 2(a){i) or 2(e) or to give notice of a Termination Bvent or any agresment or obligation
unduSecﬂon4(a)(i),%n)ﬁﬂ)wﬁd))wbecompuedwdﬂwrperfomedbyﬂxepmtyinmm
mmw&mmhmmmubﬁmmmﬁﬁe&d&yaﬁ«wﬁwof
such failure is given to the party;

(i) CredlSupport Defmult,

(1)  Failure by the party or any Credit Support Provider of such parly to comply with or
perform any agreement or obligation to be complied with or performed by it in accordance
w%my&edit&:ppoﬂDooummtifmchﬁihmhmﬁmﬁngnﬁ«myappﬁcabhm
period has elapsed;

(2)  the expiration or termination of such Credit Support Document or ths failing or ceasing
of such Credit Support Document to be in full force and effect for the purposs of this Agreement
(in either case other than in accordance with its terms) prior to the satisfiction of all obligations
of such party under each Transaction to which such Credit Support Doctmient relates without
the wriltert consent of ths othar party; or

3)  the party or such Credit Support Provider disaffirs, digolaims, repudiates or rejects, in
whole or in part, or challenges u\pvaudityqﬂmxdxCreditSnpponDommeut;

(iv) WmAmﬂon(ohﬂmnamnmﬁmmdeecﬁmxo)w(ﬂ)
mads or repested or deemed to have been made or repested by the party or any Credit Support
Provider of such party in this Agreement or any Credit Support Document proves to have been
incorrect or misleading in any material vespect when made or repeated or deemed to have been mads
or s ‘

(v) Defanltunder Specified Transaction. The party, any Credit Support Provider of such party or
any spplicebls Specified Entity of such party (1) defanlts under a Specifisd Transsction and, afler
giving cffect to any applicable notice requirement or grace period, there oocars a Hquidation of, an
accd«admofobﬂgsﬁmw@mmmaﬂytumﬁmﬁmoﬂm&edﬁedTm&)deﬁnm,
&ﬂugﬁvﬁzgeﬁectbmappﬁmbbmﬁmmqukemﬂmgmwpeﬁo&innuﬁngmypaymm
dﬁmdnmﬁuh&paymaﬂ,deﬁmywuchmmdﬂoﬁmmypaymmeaﬂy&mﬁmﬂqn
of, & Specified Trenssotion (or such defanlt continues for at keast three Local Business Days if there
s no epplicable notice requirement or grace period) or (3) disaffirms, disclins, repudiates or
zcjech.hthemhpataSpeciﬁedT&anmﬂm(ormchncﬂthbyanypmmormﬁty
eppointed or enpowered to operate it ar act on jts behalf);

(Vi) Crass Dafirutt If “Cross Defank” Is specified in the Schedule as applying to the party, the
owmwoeorcxistenceof(l)adeﬁult,evmtofdc&nltaoﬁas&nﬂxmndiﬁouormt@owwar
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described) in respect of such party, may Credit Support Provider of such party or any applicable
Specified Bntity of such party under one or more agreements or mstruments relating o Specified
Indebtedness of any of them {individually or collectively) in en aggregnbs amount of not less than
the applicable Threshold Amount (as specified in the Schedule) which has resulted in such Specified
Indebtedness becoming, or becoming capable at such tims of being declared, due and payable under
such agreaments or instrumeantz, befors it would otherwise have been dus end paysble or (2) a default
by such party, such Credit Support Provider or such Specified Entity (individnally or collectively)
in making one or more payments on the due date thereof in an aggregato amount of not less than the
appliceble Threshold Amount under such agreements or instruments (after giving affect to any
applicable notice requirement or grace peciod); )

(vii) Bankrupicy. The party, any Credit Support Provider of such party or any applicable Specified
Entity of such party:—

(1) is dissolved (other than pugsnant to a consolidation, amalgamation or merger); (2) becomes
hmlmtormumhkwpaymdabtsorfanradmtsmmungmmabﬂﬁymnympay
it debis a3 they becoms due; (3) makes a general assignnent, arrangement or
with or for the bensfit of ity creditors; (4) institutes or has instituted egeingt it & proceeding
seeking a judgment of insolvency or bankruptey or eny other relief under any bankropicy or
insolvency law or other similar law affecting creditors’ rights, or a petition Is presented for its
windingup or Hquidation, and, in the cass of any such proceeding or petition instituted or
presented against it, such procseding or petition (A) results in a judgment of insolvancy or
bankruptey or the entry of an order for relief or the making of an order for ity winding-up or
Hiquidation or (B) is not dismissed, discharged, stayed or restrained in each cass within 30 days
of the institution or pregentation thereof; (5) has g resolution passed for its winding-up, official
management or liquidation (other than pursuant to a consolidation, amalgamation o mesger);
(6) seoks or becomes subject to the eppointment of an administrator, provisional liquidstor,
wmvmmm,hmmdimadhushdhrotﬁcm&rnmfowwam&any
all its assets; (7) hes a socured party take possession of all or substantially ull its assefs or has
a distress, execution, attachment, sequestration or athar legal process levied, enforeed or sued
on or ageinst all or substantially all itw asssts aod such secured party maintaing possassion, or
sny such process 18 not dismissed, discharged, stayed or restrained, in sach cass within 30 days
thereafler; (8) causes or is subject to any ovent with respect to it which, under the epplicable
laws of any jurlsdiction, has sn analogons effect to any of the events specified in clavses (1)
to (7) inclusive); or (9) takes say action in firtherance of, or indicating its cansent to, approval
of, or acquiiescence in, any of the foregoing acts; or

(vill) Merger Without Assumption. The party or any Credit Support Provider of such party

consolidatea or amalgamates with, or mergea with or iuto, or tranafers all or substantially all its assets

to, another exntity and, at the time of such cansolidation, amalgamation, merger or trensfer—

(1) the resulting, surviving or fransferce entity fails to assume all the obligations of such party
or such Credit Support Provider under this Agreement or any Credit Support Document to
which it oc its predecessor was & party by opemtion of law or pursuant to an sgreement
reasonably satisfactory to the other party to this Agreement; or

(2) the benefits of any Credit Support Document fail to extend (without the consent of the
other party) to the perforraance by such resulting, surviving ot transferee entity of its obligations
under this Agreement.

Terminatiors Events. The occutrencs at any time with respect to a party or, if applicable, any Credit

Support Provider of such party or any Specified Entity of such peaty of sny event specified below constitutes
an Iflegality if the event is specified in (i) below, a Tax Bvent if the event is gpecified in (i) below or a Tax
Bvent Upon Mergar if the event i specified in (jii} below, and, if specified to be applicable, a Credit Event
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Upon Merger if the event is specified pursuant to (iv) below or an Additional Termination Event if the event
is specified pursuant to (v) belowi— '

©

() Rlegality. -Dus to the adoption of, or any change in, any applicable law afer the date on which
@ Transaction is entered into, or due to the promulgation of, or any change in, the interpretation by
any court, ribunal or regulatory authatity with competent jurisdiction of any applicable law after
such date, it becames nlawfil (other than ea a result of a breach by the party of Section 4(b)) for
such party (which will be the Affected Party):—

(1) to perform any absolute or contingent obligation to make 3 payment or delivery or to
rscaive a payment or delivery in respect of such Transaction or to comply with any other
materipd provision of this Agreement relating (o such Transaction; or

(2) 1o perform, or for any Credit Support Pravider of such party ta perform, anty contingent
or other obligation which the party (o such Credit Support Provider) has under any Credit
Support Document relating to such Transaction;

@) Th:EvmtDmm(x)anywﬁmhkmbyamxhgmdmdty,«bmughtmacmMofmem
jurisdiction, on or after.ths date on which a Transaction is enterad into (regandless of whether such
action is taken or brought with respect to a party to this Agreement) or () & Change in Tax Law,
the party (which will be e Affectzd Party) will, or there i3 a Substantial likelthood that it will, on
the next succeeding Scheduled Paymeat Data (1) bs required to pay to the other party an additional
emount jn respect of an Indernnifishle Tax wnder Section 2(dXIX4) (except in respect of interest
undor Section 2(e), 6(d)ii) or 6{e)) or (2) receive & payment from which an amount is required to
be&ductedurwiﬁxhcldfororonaccmmtofaTax(exceptmmpwtofmmmdchacﬁmZ(e),
6(d)(iD) oc 6{e)) and no additional amount is required to be paid in respect of such Tax under
Section 2(d)1)X4) (cther than by reason of Section 2(A)K4XA) or (B));

(i) Tax Event Upon Merger. The party (the “Burdened Party™) on the next succeeding Scheduled
Payment Date will either (1) be required to pay an edditionsl amouat in respect of m Indemnifiable
Tax under Section 2(d)){4) (except in respect of interest under Section 2(e), 6(d)HY or 6(e)) or
(2) receive & payment from which an amount has been dedocted or withheld for or on account of
any Indommifiable Tax in respect of which the other party is not required o pay an additional amount
(other than by reason of Section 2(d}{)4KA) or (B)), in ecither cass as a result of a party
consolidating or amalgamating with, or merging with or into, or transferring all or substantielly afl
ite assets to, another entity (which will be the Affected Party) where such action does not constitute
an event described in Section 5(a)(viiil

(iv) Cred# Bvent Upon Merger. If “Credit Event Upon Merger” Is specified in the Schedule a3 spplying
to the party, such party ¢X™), any Credit Support Provider of X or sy applicabls Specified Entity of X
consolidates or amalgamates with, or merges with or into, or Tranufers all or substeatially sl its essois
1o, another enfity and such action does not constitute an event described in Section S(a)(viil) but the
creditworthiness of ths resulting, surviving or transferee entity is materinlly weaker than that of X, such
Credit Support Provider or such Specifiad Entity, a3 tha crse may be, immediately prior to such actiof
(end, insuchevent, X or its successor or transferes, as appropeiats, will be the Affscted Pacty); or

(v) Additional Terminatlon Event. If any “Additional Termination Event” is specifiad in the
Schedule or auy Confirmation as applying, the occurrencs of such event (and, in such cvent, the
Affectod Party or Affected Parties shall be as specified for such Additional Tetmination Event in
ths Schedude or such Confirmation).

Event of Defndt and Ilegalisy. If an cvent or circumstance which would otherwise constitute or

give riss to an Event of Default also constitutes an [llcgality, it will be treated a9 an Hlegality and will not

constitute an Bvent of Default,
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6 Early Termination

(@ Right to Terminate Folfowing Event of Default, If at any tims an Event of Defiult with regpect to
apmty(ﬂw“DofaulﬁngParty")hasoccmedandkﬁlmocn%uhg,ﬂwotherpaﬂy(&e‘ﬂon—dafuﬂﬁng
Party™) may, by not more than 20 days” notica to the Defauting Party specifying the relevant Event of Default,
designate a day not carlier than the day such notice is effective as an Barly Termination Date in respect of
all outstanding Transactions. If, however, “Autowmatic Barly Termination” Is specified in the Schedule as
applying to & party, then an Parly Termination Dats in respect of all outstanding Transactions will oceur
immediately upon the occurrence with respect to such party of an Event of Defuult specifisd in
Section S(aXvii)(1), (3) (5), (6) or, to the extent analogous thereto, (8), and as of the time immediately
preceding the institution of the relevant proceeding or the presentation of the relevant petition upon the
occumrence with respect to such party of an Event of Defanlt spesified in Secticn S(a}(vEN4) o, to the extent
mmalogous thereto, (8).

()  Right o Terminate Following Termination Event.

@ Nodce. If a Termination Bvent occurs, an Affected Party will, promptly upon becoming aware of
i, notify the ofhec party, specifying the maturs of that Tecmination Event and ench Affected Trapsaction
) mdyﬂahogiwm&m&ahfomﬁmubuﬁﬂmﬂmnﬁmﬂm&uﬁuﬂno&mmﬂnymmmy
recire.

(D Transfer to Avoid Termination Event. If.cither an Megelity under Section SBYIX1) ot a Tax
Bvent occnrs and there is only one Affected Prrty, oc if a Tax Event Upon Merger ocours end the
Burdened Party is the Affected Party, the Affected Party will, es a condition to its right to designate
an Barly Terminstion Date under Section 6(b)iv), use all reasonablo efforts (which will not require
guch party to incur a loss, excluding immaterial, incidental expenses) to transfer within 20 days afler
i gives notice under Section 6(b)() all its rights and obligations vnder this Agreement in respect of
the Affected Transactions to another of its Offices or Affiliates so that such Temmination Bvent
ceases to exist. "

" If the Affected Party is not able to make snch a transfer it will 'give notics to the other party o that
effect within such 20 day period, wherupon the other parly may effect such a transfer within
30 days after the notice i given under Section S(b)(i).

Any such transfer by a party under this Section 6(b)(i) will be subject to and conditional upan the
prior writtens consent of the other party, which consent will not be withheld if such other party’s
polictes in efiect at such time would peomit it to enter into Transactions with the tansferes on the
terms proposed.

(1Y) MMM.Hmmmmﬁxmi)waanmwmm

. two Affectzd Parties, cach party will uso all reasanabls efforts to reach agreement within 30 days after
notice thercof is given under Section 6(b)() on action to avoid that Termination Bvent,

Gv) Rightto Terminate, [
(1) 3 tmsfer under Section 6(b)(H) or an agreement umder Section G(b)(iiD), as the case may
be, has not been effected with respect fo all Affected Transactions within 30 days after an
Affected Paty gives notice onder Section 6(b)(); or
(2) om Dlegality under Section 5(BXIX2), & Credit Event Upon Merger or an Addifonal
Tennination Event occurs, or a Tax Bvent Upon Merger occura and the Burdened Party is not
the Affected Party,

cither party in the cose of an Dlegallty, the Bundenad Party in ths case of a Tax Event Upan Merger,
any Affscted Purty in the case of a Tax Bvent or an Additional Tenmination Event if thers is more
thay cne Affbotod Party, or the party which iz not the Afiected Party {n the cass of a Credit Bvent

Upon Metger or un Additional Termination Bvent if there is only one Affected Party may, by not
mare than 20 days notice to the other party and provided that the relevant Tenmination Event is then
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continuing, designaie a day not earlier than the day such notics is effective as an Bary Termination
Date in respect of all Affected Transactions.

Effect of Designation.

(i) If potice designating an Rarly Termination Dats is gweu wnder Section 6(a) or (b), the Early
TanﬁnaﬁonDatawﬂloccmonthed&esodwignabd,whcﬁwromotthcrelevamﬂvcntofDefault
or Termination Event is then continuing,

(i) Upan the occummence or effective designation of an Barly Termination Date, no firther
pa)muordeﬁvaiesunderSeoﬁouZ(a)(i)m%a)hmpedof&xeTerxzdmbd'I\'mmtionswﬂl
bereqdradwbemde.butwiﬂmutpmjudicatoﬂnotherpwvim‘onsoftbisAgtmmLﬂwmmunt,
ifuny,payableinwapectomeadyTamimﬁmDabshaﬂbeddumhedmmﬂbeﬁmG(e}

Calculations.

® Mnau.OnmnsmanasmmblypmﬁmbleﬁﬂawhgﬂnmmmoEmBaﬂy
demﬁm%whpﬁywﬂmbﬁemlmhﬁmmwpmﬁ'my.mmﬂmdby&eﬁmqa
andwmprwﬂem&modupmyammm(l)dmwing.hmbhddnﬂ.amhcukuhﬁgm
mmwmmmmymmbmms@)mmm
dda&ofﬂnmhmmbwbﬂmymutpayabhmﬂkbbemﬂmmenbmuofwﬁum
m&mﬁmﬁm!hemuofnm&nobhhedhdwmnﬁngaMmkuQumﬁm.thomdmf
ﬂ»pmtyabu&ﬁngnnhmmﬂmwmbemmmcﬁdnmofmmmdmwofm
quotation. ~

(i) PaymdeaAnammtca!mﬂntedasbeﬁ:g«hwhmpectofmyEaﬂyTamhaﬁmDﬁa
unda-Socﬂonﬁ(e)willbopayableonthedayﬂntmtincofﬁmnmmupayabbisuﬁwdw(hlhe
easeumeaﬂminhaﬁmDatewhich{sdesimbdorommnmultomeventofDe&nk)
andmmcdaywmchhmLomlBudeaysuﬂnrtheduymwhkhmﬁoeoﬂhammtpuyabla
ise&cﬁw(hdnmomeadyT&mhmﬁmDalewhicbhd&igmﬂedasamhofnT«mhaﬁm
va)&@mmwmwpwmmwim(mmammmmappmmm
Mmmt&awn(buﬁnammﬂmaﬁaﬁﬂgmnt)hﬂmﬁmﬁmﬁm&nmﬁom(mdhﬂudﬁ@
thnmlmEnlyTemdnaﬁmDahm(butmludmg)beduuawhnmmhpai&atﬂu
Appiﬁmbhkamsmimuwﬁﬂumhudmﬂwbadsofﬁﬂycnmpomdhgmdﬂmmm
nimber of days olapsed. .

Payments on Early Termination. If m Eady Tenmination Data occurs, the following provisions

shall apply besed on the parties’ election In the Scheduls of a payment measure, either “Market Quotation™

ot“Ioss".mdapaymentheiﬁuthe“FimMe&md"wM"SmndMaﬂmd".Ifﬂnpmﬁm&ﬂ to
dssignate a payment measere of payment method in the Scheduls, it will be deemed that “Market Quotation”
adn“ScmndMeﬂ\od",asﬂwmmqbqshﬂapﬁy.ﬁwammnﬂ,ifmy.paydﬂefnwwtofan&dy
Termination Date and determined pursuant to this Section will be subject to any Set-off.

@ EBvents of Default. ¥ the Early Termination Date results from an Event of Default—

(1)  First Method ond Market Quotation. If the First Method and Market Quotation apply, the
DeﬁmhthmtywﬂlpaybﬂnNo&dc&dﬁngPadyhmm,E;pmﬂinmmb&.of(A)m

i Currency Equivalent of the Unpaid Armounts owing
btheNm—cbﬁnm&rngym(B)ﬂwT&mﬁnaﬁQOumyEunmofﬂnUmnidkmmmg
i Party.

(2) First Method and Loss. If the Pirst Method and Loss apply, the Defaulting Party will pay
to the Non-defiulting Party, if & positive numbar, the Non-defanlting Purty’s Loss in respect

of this Agreement.
(3)  Second Mothod and Market Quotation. If the Second Method and Market Quotation apply;
an amount will be paysble equal to (A) the sumn of the Settlernent Amount (determined by the
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Non-defsulting Party) In respect of the Terminated Transactions and ths Termination Currency
Equivalent of the Unpald Amounts owing to the Non-deflting Party less (B) the Termination
Currency Equivalent of the Unpaid Amounts owing to the Defanlting Perty. If that amount is
a positive mumber, the Defiulting Party will pay it to the Non-defisiting Party; if it is a negative
number, the Non-defimliting Party will pay the sbsolute value of that amount to the Defaulting
Party,

(4  Second Method and Loss. If the Second Method and Loss apply, an smount will be payable
equal to the Non-defiuiting Party’s Loss in respect of this Agreement. If that amount iz a
positive mumber, the Defhnlting Party will pay it to the Non-defaulting Party; if it is a negative
mumber, the Non-defaulting Party will pay the absolnte vafue of that amount to the Definlting
Party.

() Termination Bvents, If the Early Termination Date results flom a Termination Eventi—

(1)  One dffected Party. If thers is one Affected Party, the amomt payable will be detemined
in accardance with Section 6(e}i)(3), if Market Quotstion spplies, or Section G{eXi)}4), if Loss
applies, except that, in either cave, refarences to the Defalting Party and to the Non-dsfanlting
Party will be deemed to be references to the Affectad Party and tho party which is not the
Affected Party, respectively, and, if Loss applies and fower than all the Transactions are being
terminaied, Loss shall bo calculated in respect of all Terminated Transactions,

(2) TwoAffected Parties. If thero are two A ffected Parties:i—

(A) if Maket Quotation applics, each party will determine a Setlsment Amouvnt in
respect of the Terminated Transactions, and an amount will bo payable equal to () the
sum of (a) ons-half of the difference between the Settlement Amount of the party with
the higher Setilement Amount (*X™) and the Seiflement Amount of the party with the
Towes Settlement Amount (*Y™) and (b) the Termination Cumrency Equivalent of the
Unpaid Amounts owing to X less (TT) the Termination Cumency Equivalent of the Unpaid
Amounis owing to Y; and
(B) if Loss applies, cach party will determing its Loss in respect of this Agreement (or,
if fower thon all the Tomsactions ere being terminated, in respect of all Terminated
Trausactions) and an amount will be payable cqual to one-half of the difference between
the Loss of the party with the higher Loss (“X™) and the Loss of the party with the lower
Loss (“Y*).

If the amount payabls is a positive number, Y will pay it to X; if it is a'negativs number, X

wiil pay the shsohite value of that amount to Y,

(i) Adjustment for Bankrigicy. In chrcumstances where an Bardy Termination Date occums
because “Automatic Early Termination” applies in respect of a party, the amownt determined under
this Section 6(2) will be subject to such adjustmients as are appropriate and permitted by law to
reflect muty paymerifi or deliveries iade by one party o the other under this Agreement (and retained
by such other party) during the petiod fom the relevant Eadly Termination Date to the date for
payment determined ender Section 6{dNiD).

(iv) Pre-Bstimate, The perties agres that if Market Quotation epplies an amount recoverable under
thds Section 6(¢) is a reasonabls pre-estimate of loss and not a penalty, Such amcunt is paysble for
the Joss of bargain and ths loss of protection against future risks and except as otherwise provided
in this Agreemsnt neither party will be entitled to recover any additional demages sy a consequence
of such losses.
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T Transfer

Subject to Section 6(b)(H), neither this Agreement nor any interest or obligation in or under this Agreoment
may be transferred (whether by way of security or otherwise) by either party without the prior written consent
of the other party, except that:~— .

® upmtyrmymknmhamfwofﬁﬁsAgemmpmmmtmvacomﬁdaﬁonmmmlgmmﬁm
wi&,ormagcrndthorhﬁo,ahamﬁofﬂlorsuhstmﬁaﬂynﬂimmto,anoﬁxerenﬁty(butwiﬁmut

prejudice to any other right ot remedy under this Agreement); and

®) & party may roake such a transfer of all or any part of ifs Interest in any amount payable to it fom
a Defaulting Party under Section 6(e), )

Any purporied transfer that is not in compHance with this Section will be void,

8 Contractual Carrency

(@) Payment in the Contractual Currency. Each payment under this Agreement will bs mads in the
relevant currency specified in this Agreement for that payment (the “Contractusl Currency”). To the extent
pernitted by applicable hw,myobﬁgaﬁonbmahopaymﬂmﬁar&hAgmmﬁinﬁwCﬂumm
mmmmudmmwmwbymmmmmymmmmw
w.mmwmtmmmmmmwmwﬂnmmmmmum
wgbammmbbmmdmgoodﬁimmmwﬂngmmm tendered info the Cantmotual
Ommcy,ufﬂuﬁzﬂxmmtinﬁnConQmmyofnﬂmomﬂpaynblahmpnofﬁﬂsAmt
wammmmcmwm&scmmm&mmymmmmonofdwmthﬂw
wwmammdmmmmmmmmpﬂnﬂwmm
the extent permitted by applicable law, immedistely pay such additional amount in the Contractual Cusrency
as may be necessary to compensata for the shortfall. If for any reason the amount in the Contractue! Currenoy
mmedwdnmmeammmﬂmCmmmamcymb,hmafmmhpmy
receiving the paymeat will refind promptly the amount of such excess.

®) Judgmenss. To the extent permitted by epplicabls law, if any judgment or order expressed in o
mwyoMﬂthmkm&ﬂCmmykmdmdd)ﬁxﬂwmymo{mmmmommw
of this Agreement, ({i) for the payment of any amount relating to any early termination in respect of this
Agreernent or (jii) in respect of a jedgment or order of another court for the paymeant of any emonnt described
in (i) or (i) above, the party seeking recovery, after recovery in full of the sggregate amount to which such
parly is entitied pursuant to the judgment or order, will be eutitled to receive immedisiely fom the other
pntymenmmdmyshmiﬁzﬂofihocmmd&mmcymdwdbymhpwuawmeqmuof
sums paid in soch other currency and will refimd prompy to the other party any excess of the Contractual
Curency received by such party as a consequence of sums paid in such other cutrency if such shortfall ar
such excess arises or results from any variation between the rats of exchange at which the Contractnal
Ommyhomvmmmeumyofﬂij“mdwﬁxmcp@mofmwmmm
mdmemwofexchmgnnwhichmﬂ:pmtyhabh,wﬁngmammbhmmmdin@odﬁi&h
mmwmmmww,mmmwammymh
the amount of the cumency of the judgment or order actually recelved by such party, The tem “rate of
exchange” includes, without limitation, any premiums and costs of exchange payable in connection with the
purchase of or conversion into the Contractual Currency.

©) Separate Indemnitles, To the extent permitted by spplicable law, lhese indemmitics constitute
separaie and independent obligations from the other obligations in this Agreement, will be enforceable as
mpambmdhdapmdaﬁmofwﬁomvdﬂmplymhﬁdmmﬁngmymgwmwdbymsm
mekammmuwmmmwmmmmMmpmm@g
mads for any other soms payable in respect of this Agreement.

(@) Evidence af Loss. For the purpose of this Section 8, it will be sufficient for a perty to demonstrats
that it would have suffered a Joss had an actual exchenge or purchase besn made,
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5. Miscellaneous

@ Entire Agreement. This Apreement: constitotes the entire agreement and understanding of the parties
Mmmdmimamjwtmmmmmmmmmmﬁmmdpﬁmwﬁmgswﬂhw
thersto, .

®) AmdmmNomdxmgmodiﬂcaﬁmwwﬂvainmofﬂmmmwbocﬁwﬁw
unlesshwﬁ&g(mmdhgawﬁ&ngevidmwd by a facsimile transmission) and executed by each of the
pmﬁcsoxcmﬁmwdbynnmclnngaofwlmorelectnnicmssagesonmelec&onicnmgings)sm

) Survival of Obligations, Without prejudice to Sections 2(a)(iii) and 6(cX(ii), the obligations of the
psrﬁee!mrbrmismmmwﬂlmmmuemimﬁonofmyﬁmmcﬁm
@ Rmmﬁuazmhﬁmﬂmeplupmﬂdedhtmm&ndgh&,powmmdium
puivileges providad hmkAg:wmtammmxhﬁvemdnotadudvcofmyﬁghts,pommmedm
and privileges provided by faw.
{©) Conmerparty and Confirmations, )
N )] ﬂﬁsAgmmm(andemhammdmmtmdiﬁeeﬁmmdwniv«hmpedofit)mybe
mmdmﬂddhmdhmmmﬁmhﬂhgby&wimjbhmﬁsdm),emhohmhwmbe
. deemed an ogiginal.
i) nwpuﬁumea:d&utﬁmyamhgmybmndbyﬁwmdmﬁmnﬁmﬁomﬂwmmwn
. ﬂwyagxwmdmmW(whaMomﬂymo&uwke)AConﬁmaﬁons}mﬂbemadhbm
mona;pmdimbbmdnuybeexmhdmdddivundhcm@upam(ﬁwhxﬁngby&mﬁdh

Aumﬂssim)abeuemedbymexdxmoofhlaumbymunhmgaofchchmbmmmon
en efectronic i sysﬁm,whichb:emhcmwiﬂbemﬂidmtfotallpmpommevidme

; messagmg
. a binding mpplement to ﬁﬂsAgmcanbnparﬁuwﬂlmecifyﬂmcinorﬂuwdtmﬂueMn
nzansﬂntmywd:wuntupuf, telex or electronic messags constitutes a Confirmation,

® Huﬁmmhmdb:gswedhmkmtmﬁrmmmofmhmmGmem
wmhmmummuwmmmmmmmmmw

10. Offices; Multtbranch Parties

M) Ndﬂnrpmymydungethcommﬂrwghwhichitmkmmdmcempaymmmmdeﬁvm
for the prrposs of a Transaction without the prior writien carment of the other party,

© Eamkspmiﬁaduahﬁﬂﬁlmnd.PmymthoSchedxb,athulﬁhumymymakc
mmmwwmmwrmmmmumdh&mmm
Ofﬁuﬂnwghwhich&mkesmdmcdmpaymm«deﬁvuiuwimmwaTmﬁmwmbe
specitied in the relevant Confirmation,

11, Expenses

A Defaulting Party will, on domand, indommify and hold harmless the other party for and sgainst all
mbmtﬂfmmmm@gmmmmTummbyMommyw
mnofummtmdmﬁcnofimﬁghmmdamwww%tswm
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to which the Defaulting Party is 2 party or by reason of the early termination of any Transaction, including,
bt not limited to, costs of collection.

12, Notlces

(a) Eﬁxﬁmmhymﬁwmo&amnmﬁm&minmpei:tofthisAgmemmtmybegiveninany
manner st forth below (except that a notice or other communication under Section 5 or 6 may ot be given
by fecsdmils transmission or elecironic messaging system) o the address or number or in sccordance with
the electronic messaging system details provided (sce the Schedule) and will be deemed effective as
indicated:— )

(i)  if in writing and dslivered in person or by courier, on the date it is delivered;

(@ ifsentby telex, onthe date the recipient’s angwerback is recetvad;

(i) f sent by facsimile imnsmission, on the date that trensmission is recsived by 2 responaible
anpbyecofﬁcmﬁ)mmlegbleﬁ:nu(ﬁbdngwm&bmdmofpmﬁngm&twmbo
on the seader and will not be met by a transmission report generated by the sendec’s facsimile
machine);

(@v) if gent by cextified or registered mail (ainmnil, if averseas) or- the equivalent (retrn receipt
requested), on the dato that mail is delivered or ity delivery is sitompted; or

() if sent by eloctronic messaging system, on the date that clectronic messaga is received,
nless the date of that delivery (or attempted delivery) or that recsipt, as applicable, is not a Local Buginess

- Day or that comonmication i delivered (or atiempled) or received, as applicable, after the close of business -

on 1 Local Business Day, in which cass that communication shall be deemed given and effective on the first
following day that iz a Local Business Day. :
) Change of Addresses. Blther party may by notice to the other change the address, telex or ficsimile
mumber or elecironic messaging system details at which notices or other communications are to be given to
it

13. Governing Law and Jurisdiction

@ Governing Law, This Agreement will be govemed by and construed in accordancs with the law
specified in the Schedule.

® Jurlsdiction. With respect to ey suit, ection or proceedings relating o this Agreement
(“Proceedings™), each party irevocably:— :
(1) submits to the jurisdiction of the English courts, if this Agreemsnt is expressed to be govemed
by English law, or (o the non-exclusiva jurisdiction of the courts of the State of New Yotk and the
ummmwwhmmormmNchmcw,um
Agreement is expressed o bo governed by the laws of the Stats of New York; and ‘

(i) waives my objection which it may have at any time to the laying of vemus of any Proceedings
brought in sny such court, waives any clsim that such Proceedings have been brought in an
inconvenient forumn mmd further waives the right to object, with: respect to such Proceedings, that
such court does not have any jurisdiction over such party.

Nmmmwmmm&mmmmm@mmyomwmm
(MHMW&Wm&MWWW,&CMgSMBW
inSwﬂonIG)of&eCWﬂ!miMmmiJudmmActlmmmymod!ﬁmﬂmcﬂmﬂmor
re-cosctment theceof far the time belng in force) nor will the bringing of Proveedings in any one or more
Jurisdiotions precinde the bringing of Proceedings in arry other jucisdiction.

©) Service of Process. Bach party inevocably appoints the Process Agent (if any) spacified oppogits
ﬂsnameinﬂv:Sctwdﬂabmivmforhmdmiﬂbeh;lﬂmheafmocwinmy?mwcdmga.lfﬁrmy
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reason any party’s Process Agent is unable to act as such, such party will promptly notify the other party
and within 30 days appoint a snbstitmte process agent acceptable to the other party. The parties irevocably
conseat to servics of process given in the manner provided for notices in Section 12, Nothing in this
Agreement will affect the right of either party o sarve process in any other mamner permitied by law.

(d) Walver of Inumunitles, Bach party imevocably waives, to the fullest extent permitted by applicable
law, with respect to jtself and it revenues and assets (frrespective of their use or intended use), all immunity
on the grounds of sovereignty or other similar grownds fom (§) suit, (i) jurisdiction of any court, (iii) relisf
by way of injunction, order for specific performance or for recovery of property, (iv) attachment of ifs agssts
(whether before or efter judgment) and (v) execution or enforcenyent of any judgment to which it or its
revenues or assets might otherwise be catitled in any Proceedings in the cousts of any jursdiction and
irrevocably agrees, to the extent permitted by applicablo law, that it will not claim any such immmmity in any

14.  Definitions
Aswsed in this Agreements—

“dddblonal Termination Event* has the meaning specified in Section 5(b),
%4 focted Pariy™ has the meaning specified in Section S(b).

“Affected Transactiony” means (a) with respect to any Termination Bvent consisting of an Dlegality, Tax
Eveat or Tex Event Upon Merger, all Transactions affected by ths occurrence of such Termination Bvent
and (b) with respect to any other Termination Event, alt Transactions,

“Affiflate® means, subject to fhe Schedule, in telation to eny person, eny entity controlled, directly or
indirectly, by the pexson, any entity that controls, directly or indirectly, the person or any entity directly or

indirectly undsr common contral with the person. For this purpose, “control” of any entity or person means .

ownership of B majority of the voting power of the entity or person,
“dpplicable Rate' means:—

(8) in respect of obligations payable or deliverable (or which would have been but for Section 2(z)(ii))
by a Defbalting Party, the Dafhnit Rate;

(b) in respect of an obligation to pay an amount under Section 6(e) of either party from and after the date
(determined in accordance with Section 6(d)1) ou which that amount is payable, ths Definilt Rate;

© nmpectofaﬂa&xobhgaﬁmpayabhmdeﬂvmbb(orwhichwoﬂdmwbmbmfm
Section 2(a)(}if)) by a Non-dafiulting Party, the Noa-defhult Rate; and

(d) mall other cases, the Tesmination Rate,
“Burdened Pargr* has the meaning specified in Section 5(b).

“hrange In Tax Laov™ mesns the enactment, pronmulgation, exccution or ratification of, or any change. in or
amendment to, any law (or in the application moﬁicinlﬁnapseuﬁmofmth)mstomonmm&m

dato on which the relevant Transaction is entered into,

“MindzﬁesamsmgameWLmnomamhmimﬁmmnp&mmﬁcc.ﬂhgmgimﬁonor
exchange condrol consent,

“Cred? Bvent Upon Merger” hes the meaning specified in Section 5(b).
“Credit Support Docturnent™ means any agreement or instrument that is specified as such in this Agreement.
“Credit Support Provider” hag the meaving specified in ths Schedule.

“Definlt Rate® means a mbo per anaum oqual to the cost (without proof or evidence of any actual cost) to
the relevant payes (as certified by if) i€ it were o find or of funding the relevant amount plus 1% per anmnm.
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“Defanlting Party” has the meaning specified in Section 6(a).

“Early Termination Date” means the date determioed in accordance with Section 6(a) ot 6(bXiv).
“Event of Defoult™ has the meaning specified in Section 5(a) and, if applicable, in the Schedule.
“Whns the meaning specifisd in Section 5(b).

“Trtdemmifiable Tax” means ay Tax other than & Tax that would not be imposed in respect of & payment
under this Agreement bt for a present or former connection between the jurisdiction of the govermment or

taxation authority imposing such Tax snd the recipieat of such payment or a person related fo such recipient

(including, without limitation, 2 counection arising from such recipient or related person being or having
been a citizen or resident of such furisdiction, or being or having been organised, present or engsged in a

trade or business in such jurisdiction, or having or having had a permanent establishment or fixed place of .

business in such jutisdiotion, but excluding a connection arlsing solely from such recipient or related person
having executed, delivered, performed its cbligations or received a payment under, or enforced, this
Agreement or a Credit Support Document),

“law” includes any treaty, law, rule or regulation (as modified, in the case of tax roattery, by the practics of
eny relsvant govemmentel revenue anthority) and “Tan//™ and “unfawfil” will be construed accardingty.

“Local Business Day” mesns, gubject to the Schedule, a day on which commercial banks are open for
business (including dealings in forolgn exchangs and foreign currency deposits) (2) in relation to sny
obligation under Section 2(a)i), in thn place(s) specified in the relevant Confirmation or, if not s0 specified,

as otherwise agreed by ths parties in writing or determined pursuant to provisions contained, or incorporeted

by reference, in this Agresment, (b) in relation to any other payment, in the place where the relevant account
is Jocated and, if different, in the principal fnanciel centre, if any, of the cumrency of such payment, (c) in
relation to any notics or other communication, including notice contemnplated under Section 5{a)i), in the
city specified in the address for notics provided by the recipient and, in the cass of » notice

by Section 2(b), i the pleco where the relevant new account is to be located and (d) in relation to
8ection 5(a)(vX2), in the relovant locativas for perfonmance with respect to such Specifisd Transaction.

“Lom” means, with respect to this Agreement or 0pe ox mose Tenminated Transactions, a3 the case may be, and
a party, the Termination Curvency Equivalent of an amount thet party reasonebly determines in good fiith to be
itg total Josses and costs (or gain, in which case expressod as a negative number) in connection with this Agreement
or that Tenminated Transaction ar group of Terminated Transactions, as the case may be, including any loss of
bargain, cost of fimding or, at tho eloction of such party but without duplication, loss or cost incamred as & resalt

dwmwmammmammmum_m .

resulting from eny of them). Loss inchdes losses and costs (or gains) in respect of eny payment or

reocptired (o have been mado (Rssuming satisfction of each applicable condition on or before the
relovent Early Termination Dats and not made, excopt, 50 a3 to avoid duplication, if Section 6(e)i)1) or (3} or
6{c)EXZXA) applics. Loss does not Inclixde a party’s legal fees and ocut-ofpockst expenses refonred to under
Section 11. A party will determine jis Loss as of the relovant Eady Termination Date, or, if thet is not reasonsbly
pacticable, as of ihe enrliest date thereafier 28 is easonably practicable, A party may (but need not) determine
its Loss by reference to quotstions of relevant mtzs or prices from ons or more leading dealers in the
markets, .

“Market (uotmion” means, with respect to ous or more Terminated Transactions and a party making the
determination, an amount dsterrvined on the basis of quotations from Reference Marketmakers, Fach
quotation will be for e amount, if any, that would be paid to such party (expwessed s a negative mumber)
or by such party (expressed 25 a positive rimber) in consideration of m agreement between such party (taking
into account any existing Credit Support Document with respect to the obligations of such party) and the
quoting Reference Market-msker to enter into a transaction (the “Replacement Transaction”) that would
bave the effect of preseving for such party the ecanomic equivalent of eny payment or delivery (whether
the undarlying cobligation was absolute or contingent and essuming the setisfection of each applicable
condition proccdent) by tho partios nnder Ssotion 2a)(i) in respect of such Tenminaiad Transaction or group
of Terminated Tranmactions that would, but for the occurrence of the relevant Early Termination Dats, have
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been required after that date. For this purposs, Unpaid Amounts in respect of the Terminated Transaction or
group of Terminated Transactions are to be exchuded but, without limitation, any payment or delivery that
would, but for the relevant Early Termination Date, have been required (assuming satisfiction of each
applicable condition precedent) after that Eady Terminstion Date is to be included. The Replacement
Transaction would be subject to such documentation as such party and the Reference Market-maker may, in
good fhith, agree, The party muking the defermination (or ifs agemt) will request each Reference
Market-maker to provids its quotetion to the exient reasonably practicable as of the same day and time
(without regard to different time zones) on or as soon as reasonably precticable after ths relevant Early
Tenmination Date. The day and time es of which those quotations are to be obteined will be selected in good
faith by the party obliged to maks a determination under Section 6{e), and, if each party is so obliged, afier
contultation with the other. If more than thres quotations are provided, ths Market Quotation will be the
arithmetic mean of the quotations, without regard to the quotetions having the highest and lowest vatues, If
exactly three such quotations are provided, the Market Quotation will be the quotation reraining after
disregarding the highest and lowest quotations, For this purpose, if more than one quotation has the same
highest value or lowest value, then one of such quotations shail be disregarded. If fewer than thres quotations
are provided, it will be deemed that the Market Quotation int respect of such Terminated Transaction or group
of Tenminated Transactions cannot be determined.

“Non-defiult Rote® mems a rate per snnum equal to the cost (without proof or evidence of any actual cost)
to the Non-defanlting Party (as certified by it) if it were to fund the relevant amount,

“Non-defanlting Par(y” has the meaning specified in Section 6(z).
"Offfce” means a branch or office of a party, which may be such party’s head or home office.

“Potential Bvent of Defank” means any evant which, with the giving of notice or the lapss of time or both,
would constitute an Bvent of Dafanlt.

“Reference Market-mokers” msans four leading dealers in tho relovant market selected by the party
determining a Market Quotation in good faith (a) from among dealers of the highest credit standing which
satisfy oIl the criterin that such party applies generaily at tho time in deciding whether (o offer or to make
an extension of credit and (b) to the extent prasticeble, from among such dealers having an office in ths sams
“Relevant Jurisdiction” means, with respect to a party, the jurisdictions (a) in which the parly is
incorporated, organised, managed and controlled or considered to have its seat, (b) where an Office theough
which the pay is acfing for purposes of this Agresment is located, (c) in which the party executes this
Agreenent and (d) in relation to any payment, from or through which such payment is made,

“Scheduled Payment Date™ menns e date on which & payment or delivery is to be mads under Section 2(a)i)
with respect to a Transaction.

“Setoff* means set-off, offket, combination of accounts, right of retention or withholding or similar right
or requirement to which the payec of an amount under Section § is entitled or subject (whether arlsing under
this Agreement, another contract, applicable law or otherwise) that i3 exercised by, or imposed on, such
payer.

“Settlement Armount” means, with respect to a party and any Early Termination Date, the sum ofi—

(@) the Termination Currency Bquivalent of the Market Quotations (whether positive or negative) for cach
Terminated Transaction or group of Terminated Tronsactions for which a Market Quotation is determined;
and

() such party’s Loss (whether positive or negatlve and without refetence to any Unpald Amownts) for
cach Teqminated Transaction or group of Terminated Transections for which a Market Quotation caonot be
dstermined or would pot (in the reasoneble bolief of ths party making the determination) produce a
ot inlly r blm resuit,

“Specified Entlty” has the meaning specified in the Schedule.
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“Specified Indebtedness” mems, subject to the Schedule, ‘any obligation (whether present or future,
cmﬁngentoroﬂwwﬁe,mpr&xdpdorsmgtymoﬂmwﬁe)inmofbmowcdmm.

“Specified Transoction” meaus, subject to the Schedule, (a) any transaction (including an agreement with respect
&nm)mwukﬁngmhauﬁummedhwbdmompmiy,mﬂuhAgmt(wmy&edﬁSwpm
va{dsofwdxpmym'nnyappﬁuhleSpeciﬁedEnﬁtyofwchpmty)mdﬁmothcrpmytoﬁiisAg!ment(or
anngeditS\qpthmvidu'ofwdlommpmvmmyappﬁcabhSpeciﬂed!mﬁtyofmchoﬂupmty)wiﬁchis
ammaptmm&oabasﬁm,mdmmwmm&tym?p,mmmdﬂyopﬁmeqmyu
mmm,@ﬂymmmwmwmmwmmmm
@mmmmwhmmwmkmﬁmmmm
umwﬁmcmuuyopﬂmmmyomasmmmﬁm(mhﬁngmyopﬁmw&mmbmyofm
tmﬁom),(b)myombfmﬁmofthmetrmfiomand(c)anyo&:ukmmcﬁouidmﬁ.ﬁedasaﬂpeciﬁed
Trensaction in this Agreement or the relevant confimmation.

“Stamp Tenc” mxeans eny starp, registration, documentation or similar tx.

“Tax”mnsmypmeutormmtmglevy,mn.duty,dmge,asmmmzorfceofmynm(indudhg
hma,pmﬁesmﬂad&ﬂomﬂmem)ﬁmisimpmedbymygwmmturommxingn ity in
m@&tofmypﬂynﬂtmdaﬂﬁsAWo&uﬁmns&mmg&hﬁdeﬁmmﬁnﬁhrm

*Tix Event” has the meaning specified in Section S(b).
“Tax Event Upon Merger” has the meaning specified in Section 5(b),

“Ibm?mdnwmdbm”mmwimmmmy&dywmﬁmﬁmmm(a)ifmlﬂngﬁuma
T‘animﬁmEvmﬂ,nﬂAﬁacﬁedTmﬁommd(b)EmdﬁngﬁmmﬂvmxofDaﬁnﬂl.nﬂTmmacﬁom
(hdﬁwm)h%dhmedaﬂybdommecﬁwﬁvmofﬁwmmdnﬁmﬁngﬂmMTmMﬁm
Dat (or, if “Auvtomatic Early Tenmination' applies, immediately befors that Early Termination Date).

“Terminatlon Currency™ has the mesning specified in the Schoduls,

“Termination Currency Equivalent” means, in respect of any amomt denominated in the Termination
Currency, such Terminstion Currency amount and, In respect of any amount denomimied in  currency other
than the Termination Cumency (the “Other Cunency”), the amount In the Termination Cumrency determined
by the party making the relevant determination as being required to purchasa such amount of such Other
mem&dwrdwmﬂEm!mi&aﬁmD&hm,ifﬁeMMmkﬂQuaﬁdmmhu(atbcw
mayba),isde(umhedaxol’alah'dah,ﬂmlafzrdaﬁa,wlﬂzﬂnTanﬂnaﬁonCmmcyatﬂmmequalto
ths spot exchange mie of the foreign exchangs agent (selected as provided below) for the purchase of such
OdmCunuwwahhTamhmﬁmCmrmcyﬂmabmﬁ!lﬂOmGnﬁecﬂthhichm&rﬁgn
exchango agent is located) on such dats as would be customary for the defermination of such a rate foc the
purchase of such Other Currency for value on the relevant Bardy Termination Date or that kater date. The
wmwmﬁmﬂywmkobﬁpdmmbnmmﬁnﬁmmsmqqh
thmodﬁiﬂabythatpaﬂyandoﬁwrﬁsndﬁbeweedbyﬂnm.

‘meonwmumannlegalftnnl‘uxBMonTaxEvthpoanor,ifq:edﬁedmbe
applicable, a Credit Event Upon Mexger or an Additional Termination Bvent.

“Terndnation Rate” means a rate per anmnum oqual to the arithmetic mean of the cost (without proof or
evidmceofanyachn!cosﬂbuuhpmty(nsoerﬁﬁedbymchpmy)ifitmmﬁmdarofﬁmdingsm:h
amounis,

meﬁmmmypmm,mWMm&ﬁmiﬂmmmmeof
{a)inmswdofaﬂTmtﬁmtedTrmﬁmd:cmtmfxIhnbecampaynble(orthatwouldtmwbemnw
payabhbutﬁ:tSac&onZ(a)(iﬂ))msuchpartymda'Secﬁonz(a)(i)mcrpriortomchEadchlmimtiou
DahmdwhbhrenninmpﬁdasﬂmhﬂainumhaﬁmDmmﬂ(b)hmpe&dwchTmﬁmmd
Tmmuﬁm&rmehobﬁgnﬁ:mmﬂw&cﬁm%a@wﬁdxw(mwwldhnwbmbmﬁx
seeﬁonz(.)(ﬁ-))reqn&odhboutﬂedbydaﬁvezymsudxpanyonmpﬁormmthaﬂmiﬁmtimDate
mdechhumtbemmseﬂedMatmchEmﬂyTummndeaw,mmmmncqmlw&&bmmt
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valoe of that which was (or would have been) required to be delivered as of the originally scheduled date

for delivery, in esch case together with (to the exteat permitted under applcable law) interest, in the currency,

of such smounts, from (and inchnding) the dete such amounts or obligations were or would have been required -
to have been paid or performed to (but excluding) such Barly Termination Date, at the Applicabls Rate, Such

amounts of interest will be calculated on the basis of daily compounding and the actwal mumber of days

elapsed. The fiir market value of any obligation referred to in clawse (b) above shall be reasonably

determined by the party obliged to maks the delermination under Scction 6(2) or, if each party is so obliged,

it shall be the average of the Termination Curency Equivalenis of the fhir market values reasonably

detennined by both parties.

IN WITNESS WHEREOR ths parties have executed this document on the respective dates specified below
with effect ftom the date specified on the first page of this docurnent,

JPMORGAN CHASE BANK BETHLEHEM AREA SCHOOL DISTRICT
By:NA ' Br.N ‘
amet Ame:
Title: Title:
Date: Date:
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value of that which was (or would have heen) required lo be delivercd s of the originally scheduled date
for delivery, in ench case 1ogether with (10 the exlent permitied wnder applicable law) interest, in the curreticy,
i of such emounts, from {snd includihg) the date such amounts or obligations were or would have been required
10 have been paid o pesformed to (but excluding) such Early Termination Date, a1 the: Applicable Rate. Such
amdunts of interest. will be calewlnted on the basis of daily compounding and ths actual manber of days
elapsed The. fbir nuarket value of any obligation refarred 10 in cliuse (b) above shall be Teasonably
determined by the pany obliged 10 make the determination wmder Sectfon 6{e) or, if each party is so obtiged,
it shall be the aversge of the Temmipation Currency Equivalentt of the fair markel valués ressonsbly
detesmined by both parties.

IN WITNESS WHEREDF the parties have executed this document on the respective dates specified below
with cffect from the clote specified on the first page of tiis document.

JPMORGAN CHASE BANK BETHLEHEM AREA SCHOOL DISTRICT
By: O-/\@a » § By: -
Name: Neme:
Tiie et SR B Tile:
Bles ate:
1e3)os
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JPMORGAN CHASE BANK

Nome:
Date:
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EXECUTION COPY
SCHEDULE
to the
MASTER AGREEMENT
dated as of December §, 2003
between
JPMorgan Chase Bank and - BETHLEHEM AREA SCHOOL

(“Party A®) DISTRICT

(“Party B”)

Partl. Termination Provisions.
(@)  “Specified Entity” means, in relation to Party A for the purpose of:
Section 5(a)(v) (Default under Specified Transaction), Not applicable.

(" Section 5(a)(vi) (Cross Defauit), Not applicable.
Section 5(a)(vii) (Bankruptcy), Not applicable.
Section 5(b)(iv) (Credit Event Upon Merger), Not applicable.
and, in relation to Party B for the purpose of:
Section 5(a)(v) (Default under Specified Transaction), Not applicable.
Section 5(a)(vi) (Cross Default), Not applicable.
Section 5(a)(vii) (Bankruptcy), Not applicable.
Section 5(b)(iv) (Credit Event Upon Merger), Not applicable.
()  “Specified Transaction” will ha‘_re the meaning set forth in Section 14.

(¢)  The “Cross-Defautt” provisions of Section 5(a)(vi) will apply to Party A and to
Party B. In that connection:

374257:v2




(d)

(e

®

@)

(i) “Specified Indebtedness” will have the meaning specified in Section 14,
except that with respect to Party A, such term shall not include obligations
in respect of deposits received in the ordinary course of Party A’s banking
business; and

(i)  “Threshold Amouns” means, with respect to Party A, an amount equal to
three percent of the shareholders’ equity of Party A, and with respect to
Party B, US$1,000,000.

The “Credit Event Upon M erger” provisions of Section S(b)(iv) will apply to
Party A and to Party B. In that connection, if Party A or Party B, as the case may
be, has a Credit Rating, then the words “materially weaker” in line 5 of Section
5(b)(iv) shall mean that the Credit Rating of Party A or of Party B, as the case
may be, shall be rated lower than “Baal” by Moody's, or lower than “BBB+" by
S&P or, in the event that such Credit Rating is not provided by either Moody's or
S&P but rather is provided by another Rating Agency, lower than a rating
equivalent to the foregoing by such Rating Agency.

The “Automatic Early Termination” provision of Section 6(a) will not apply to
Party A or Party B.

Paymenis on Early Termination. For the purpose of Section 6(e) of this
Agreement:

1) Market Quotation will apply,

()  The Second Method will apply.

“Termination Currency” means United States Dollars.

Events of Default.

® Failure to Pay or Dellver. Section 5(a)(i) of this Agreement is hereby
amended to read in its entirety as follows:

“(i)  Failure to Pay or Deliver. Failure by the party to make when due,
any payment under this Agreement or delivery under Section 2(a)(i) or
2(e) required to be made by it if such failure is not remedied on or before
the thirtieth day after notice of such failure is given to the party;”

()  Bankruptey. Clause (6) of Section 5(a)(vii) of this Agreement s hereby
amended to read in its entirety as follows:

“(6)(A) seeks or becores subject to the appointment of an administrator,

provigional liquidator, conservator, receiver, trustee, custodian or other
similar official for it or for all or substantially all its assets or {B) in the

Exhibit IIT - Page 2
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(iif)

case of Party B, (i) there shall be appointed or designated with respect to
Party B, an entity such as an organization, board, commission, authority,
agency or body to monitor, review, oversee, recommend or declare a
financial emergency or similar state o f financial d istress with respect to
Party B, or (ji) there shall be declared or introduced for consideration by
PartyB or by any legislative or regulatory body with competent
jurisdiction over Party B, the existence of a state of financial emergency or
similar state of financial distress in respect of Party B;”

Merger Without Assumption. Section 5(a)(viii) of this Agreement is

hereby amended to read in its entirety as follows:

@iv)

“(viii) Merger Without Assumption. The party or any Credit Support
Provider of such party consolidates or amalgamates with, or merges with
or into, or transfers all or substantially all its assets to, another entity (or,
without limiting the foregoing, if such party is Party B, an entity such as an
organization, board, commission, authority, agency or body succeeds to
the principal functions of, or powers and duties granted to, Party B) and, at
the time of such consolidation, amalgamation, merger, transfer or
succession: :

(1)  the resulting, surviving, transferee or successor entity fails
to assume all the obligations of such party or such Credit Support
Provider under this Agreement or any Credit Support Document to
which it or its predecessor was a party by operation of law or
pursuant to an agreement reasonably satisfactory to the other party
to this Agreement; or :

(2)  the benefits of any Credit Support Document fail to extend
(without the consent of the other party) to the performance by such
resulting, surviving, transferee or successor entity of its obligations
under this Agreement.”

Additional Event of Default. The following shall constitute an Bvent of

Default by Party B and shall be added as Section 5(a)(ix) of the Agreement:

374257:v2

“lix) State Intercept Program. It shall be an Event of Default with
respect to Party B herennder if the State Intercept Program is suspended,
withdrawn or otherwise terminated, or a moratorium occurs or similar
action is taken which has the effect of preventing the State from making
payments thereunder, or if the State fails to make a payment in respect of
debt or a “qualified interest rate management agreement” (in accordance
with provisions of Section 633 of the Pennsylvania Public School Code of
1949, as amended and in the case of a qualified interest rate management
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agreement, S ection 8283(c) o f the Local G overnment Unit Debt Act, as
amended) of any other school district organized under the laws of the State
within such period of time and pursuant to such procedures as are provided
under the terms of the State Intercept Program and any other applicable
law.”

Additional Termination Events. Additional Termination Event will apply. The
following shall constitute an Additional Termination Event and shall be added as
Sections 5(b)(v) of the Agreement:—

“(V)

Credit Event. The occurrence at any time of a Credit Event with respect {o

a party shall be.an Additional Termination Event with respect to such party, in
which case such party shall be the Affected Party and all Transactions will be
Affected Transactions. As used herein, the term “Credit Bvent” shall mean:

374257:v2

()  with respect to Party A, that the Credit Rating (as defined in Part
VI(D)) of Party A shall cease to be at leagt “Baal” from Moody’s or
“BBB+” from S&P, orthat Party A shall cease to havea Credit R ating
from Moody’s or S&P or such ratings are withdrawn or suspended for a
reason other than that Party A has elected, with the prior written consent of
the Credit Support Provider of Party B, not to maintain a rating from such
rating agencies; provided, however, that such event will not constitute an
Additional Termination Bvent if within 30 days following the occurrence
of such event, Party A (i) transfers all of its rights and obligations
hereunder to another entity which is a bank, financial institution, insurance
company, broker dealer or other similar capital market participant
reasonably acceptable to Party B, or (if) executes 2 collateral agreement
with P arty B p roviding for the c ollateralization o fP arty A s obligations
under the Agreement; provided that the collateral, collateral levels and

* terms of such collateral agreement shall be reasonably acceptable to Party

B; and

(i)  with respect to Party B, that the Credit Rating (as defined in Part
VI(k)) of Party B, shall cease to be at least “Baal” from Moody's or
“BBB+" from S &P, or that Party B shall cease to have a Credit Rating
from Moody’s or S&P or such ratings are withdrawn or suspended for a
reason other than that Party B has elected, with the prior written consent of
Party A, not to maintain a rating from such rating agencies; provided,
however, that such event will not constitute an Additional Termination
Event if within 30 days following the occurrence of such event, Party B
delivers a swap insurance policy, letter of credit or other form of guaranty
of its obligations with respect to such Transaction in form and substance
and issued or otherwise provided by an entity acceptable to Party A in its
sole discretion,
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()  Actions Upon Party B’s Fallure to Pay. Notwithstanding anything to the
contrary contained in Section 6 of this Agreement (i) if Party B either fails to pay -
or provide for the payment of periodic scheduled payments pursuant to Section
2(a)(iii) of this Agreement, Party A’s sole remedy is to notify the State’s S
of Bducation of such failure whereupon the provisions of 53 P.S.§8283(c)(3) shall
be applicable; and (ii) upon the occurrence of an Bvent of D efault p ursuant to
Section 5(a)(i) of this Agreement, by Party B, Party A’s sole remedy hereunder is
to bring an action in a State Court of Common Pleas to recover any amount due
under this Agreement, pursuant to 53 P.S.§3283(b).

PartIl. Tax Representations.

None.

. Exhibit ITI - Page 5
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PartIIl. Agreement to Deliver Documents.

For purposes of Sections 4(a)(i) and (ii) of this Agreement, each party agrees to deliver

the following documents:
Party required
to deliver Document /
dacument Certificate / Opinion
Party B Opinion of counsel substantially in the

Party A

Party B

Party B

Party A
Party B

374257:v2

form attached hereto as Exhibit I

Opinion of counsel substantially in the
form attached hereto as Exhibit 1T

Certified copies of all resolutions adopted
or other actions taken to authorize the
execution, delivery and performance of
this Agreement, along with such other
dacuments, certificates, or other
information with respect to such
authorization as the other party or parties
may reasonably request

Certificate of authority and specimen
signatures of individuals executing this
Agreement and any Confirmation

Anmual report of JPMorgan Chase & Co.

Annual Report of Party B containing
consolidated financial statements certified
by independent certified public
accountants and prepared in accordance
with accounting principles generally
accepted in the United States for
government entities

Exhibit IIl - Page 6

Date by which
To be

delivered

Upon execution
and delivery of
this Agreement

Upon execution
and delivery of
this Agreement

Upon execution
and delivery of
this Agreement

Upon execution
and delivery of

this Agresment
Upon request

As soon as
available, and
in any event
within 120 days
after the end of
each of its fiscal
years

Covered by
Section 3(d)

Representation
No

No

Yes

Yes

Yes

Yes




Each party agrees to deliver documents or certificates confirming any such document or
certificate at such times prior to the execution of any Transaction as shall be reasonably

requested by the other party.
Part IV. Security and Source of Payment of Party B’s Obligations.
(a)  Agreements.

®

(i)

(ii)

374257:v2

The introductory clause of Section 4 of this Agreement is hereby amended
to read in its entirety as follows:—

“Each party agrees with the other (or, in the case of Sections 4(f), (g) and
(h), Party B agrees with Party A) that, so long as either party has or may
have any obligation under this Agreement or under any Credit Support
Document to which it is a party:—” '

Section 4(a) of this Agreement is hereby amended to read in its entirety as
follows:

“(@) Furnish Specific Information. It will deliver, or cause to be
delivered, to the other party in certain cases under subparagraph (iii)
below, to such govemmental or taxing authority as the other party
reasonably directs:—

Section 4 of this Agreement is hereby amended by adding the following
subsections “(f)” and “(g)” thereto:—

)  Security and Source of Payment of Farty B's Obligations. Party
B’s obligations hereunder are a general obligation of Party B payable from
Party B’s general revenues. Such general obligation has been authorized
and approved by Party B's adoption of its Swap Resolution. Party B
hereby covenants that it: (i) shall include the amount of such periodic
scheduled payments for each fiscal year in which such sums may become
payable in its budget for that fiscal year; (ii) shall appropriate such
amounts from its general revenues to the payment of such periodic
scheduled amounts; and (iii) shall duly and punctually pay or cause to be
paid the periodic scheduled amounts at the dates and places and in the
manner stated in this Agreement according to the true intent and meaning
thereof and for such proper budgeting, appropriation, and peyment, the full
fuith, credit and taxing power of Party B is hereby irrevocably pledged.

Party B will promptly notify Party A if Party B shall fail to include the

amount of such periodic scheduled payments for each fiscal year in which
such sums may become payable in its budget for that fiscal year.

Exhibit IIY - Page 7




@

Notwithstanding anything to the contrary herein, Party A and Party B
hereby agree that periodic scheduled payments and debt service due on the
Related Bonds, is superior in right and priority of payment to Settlement
Amounts due hereunder.

(h)  Noftice of Incipient Wegality. If an Incipient Ilegality occurs, Party
B will, promptly upon becoming aware of it, notify the Party A, specifying
the nature of that Incipient Ilegality and will also give such other
information about that Incipient Illegality as the other party may reasonably
require.”

Part V. Miscellaneous.

Addresses for Notices. For the purpose of Section 12(g) of this Agreement:

Address for notices or communications to Party A:

Any notice relating to a particular Transaction shall be delivered to the address or
facsimile or telex number specified in the Confirmation of such Transaction. Any
notice delivered for purposes of Sections 5 and 6 of this Agreement shall be
delivered to the following address:

JPMorgan Chase Bank

Attention: Legal Department-Derivatives Practice Group
270 Park Avenue, 41st Floor

New York, New York 10017-2070

Facsimile No.: (212) 270-3625

A copy of all financial statements and certificates delivered pursuant to Part [V
. of this Schedule shall be delivered to the following address:

374257:v2

JPMorgan Chsse Bank

Adttention: Municipal Derivatives Credit Group
270 Park Avemue, 222 Floor

New York, New York 10017-2070

Telephone No.: (212) 270-2361

Facsimile No.: (212) 270-2642
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Address for notices or communications to Party B;

Bethiehem Area Scheol District
Stanley Majewski

1516 Sycamore Street
Bethlehem, PA 18017-6099 .
Telephone No. (610) 861-0500
Facsimile No. (610) 861-8107

Offices. The provisions of Section 10(a) will apply to this Agreement.
Mudtibranch Party, For the purpose of Section 10 of this Agreement;

Party A is a Multibranch Party and may act through its New York and London
office.

Party B is not a Multibranch Party.

Calculation Agent. The Calculation Agent.is Party A, (i) unless otherwise
specified in a Confirmation in relation to the relevant Transaction, in which case
the Calculation Agent shall be as specified in such Confirmation, or (if) an Event
of Defanlt has occurred and is continuing with respect to which Party A is the
Defaulting Party, in which case Party B may designate a Calculation Agent other
than Party A, which designee shall qualify as a Reference Market-maker

hereunder.

Credit Support Documents. With respect to Party A, none. With respect to
Party B, the Swap Resolution, shall constitute a “Credit Support Document” for

all purposes of this Agreement.

Credit Support Provider. “Credit Support Provider” means (i) in relation to Party
A, none, and (ii) in relation to Party B, none.

Governing Law. This Agreement and the rights and obligations o f'the p arties
hereunder shall be governed by and construed in accordance with the laws of the
State of New York (without reference to choice of law doctrine); provided,
however, that any matters relating to (i) the power and authority o f Party B to
enter into and perform its obligations under this Agreement, and (i) the
application of the State Iutercept Program to the payment obligations of Party B in
respect of this Agreement, shall be gaverned by the laws of the State. *

Netting af Payments. Subparagraph (ii) of Section 2(c) of this Agreement will
apply to all Transactions executed under this Agreement.
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Relationship Between Partles. The following representation shall be inserted as a
new Section 3(g) of this Agreement:

“(8)  Relationship Between Parties. Bach party will be deemed to
represent to the other party on the date on which it enters into a
Trensaction that (absent a written agreement between the parties that
expressly imposes affirmative obligations to the contrary for that
Transaction):

@) Non-Reliance. It is acting for its own account, and it has
made its own independent decisions to enter into that Transaction and ss
to whether that Transaction is appropriate or proper for it based upon its
own judgment and upon advice from such advisers as it has deemed
necessary. It is not relying on any communication (written or oral) of the
other party as investment advice or as a recommendation to enter into that
Transaction,; it being understood that information and explanations related
to the terms and conditions of a Transaction shall not be considered
investment advice or a recommendation to enter into that Transaction. No
comununication (written or oral) received from the other party shall be
deemed to be an assurance or gnarantee as to the expected results of that
Transaction.

(i)  Assessmept and Understanding. It is capable of assessing

the merits of and understanding (on its own behalf or through independent
professional advice), and understands and accepts, the terms, conditions
and risks of that Transaction. It is also capable of assuming, and assumes,
the rigks of that Transaction.

(iif)  Status of Parties. The other party is not acting as a
fiduciary for or an adviser to it in respect of that Transaction.”

PART V1. Other Provisions; Definitions

Set-off. (i) Any amount (the “Barly Termination Amount™) payable to one party
(the “Payee”) by the other party (such party, the “Payer”) under Section 6(e), in
circumstances where there is a Defaulting Party or one Affected Party in the case
where 2 Termination Bvent under Section 5(b)(iv) has occurred, will, at the option
of the party (“X”) other than the Defaulting Party or the Affected Party (and
without prior notice to the Defaulting Party or the Affected Party), be reduced by
its set-of¥ againgt any Other Payment Amount (as hereinafter defined). As used
herein, “Other Payment Amount” shall mean any payment obligation of any
description whatsoever (Whether arising at such time or in the fiture or upon the
occurrence of a contingency) by the Payee'to the Payer (irrespective of the

37425T:v2
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currency, place of payment or booking office of the obligation or whether the
relevant party is legally or beneficially the holder of the obligation) arising under
any other agreement between the Payee and the Payer or any instrument or
undertaking issued or executed or guaranteed by the Payee to, or in favor of, the
Payer or any bond, note, or other debt instrument issued or guaranteed by the
Payee and owned or held beneficially by the Payer as a result of the purchase
thereof by or on behalf of the Payer, whether directly from the issuer or in the
secondary market (and the Other Payment Amount will be discharged promptly
and in all respects to the extent it is so set-off). X will give notice to the other
party of any set-off effected under this section.

For this purpose, either the Early Termination Amount or the Other
Payment Amount (or the relevant portion of such amounts) may be converted by
X into the currency in which the other is denominated at the rate of exchange at
which such party would be able, acting in 2 reasonable manner and in good faith,
to purchase the relevant amount of such currency.

If an obligation is unascertained, X may in good faith estimate that
obligation and set-off in respect of the estimate, subject to the relevant party
accounting to the other when the obligation is ascertained,

Nothing in this section shall be effective to create a charge or other
security interest. T hig s ection s hall be without p rejudice and in addition to any
right of set-off, combination of accounts, lien or other right to which any party is
at any time otherwise entitled (whether by operation of law, confract or
otherwise).

(if) Notwithstanding anything to the contrary set forth in this Agreement, a
party (the “Delivering Party”) may, in its discretion, satisfy, in whole or in part,
any payment obligation arising under Section 6 in respect of any Early
Termination Date which is designated or occurs as a result of an Event of Defanlt
in respect of which the other party is the Defaulting Party or which is designated
as a result of a Termination Event in respect of which the other party is the sole
Affected Party by delivering to such other party (the “Receiving Party™), or for the
account of the Receiving Party, bond(s), note(s), or other debt instrument(s)
issued or guaranteed by the Receiving Party and owned or held legally or
beneficially by or on behalf of the Delivering Party in a face amount equal to the
entirety or relevant part, as the case may be, of the amount of such payment
obligation. Any bond, nots, or other debt instrument denominated in a currency
other than the Termination Currency shall, for this purpose, be valued in an
amount of Termination Currency determined by the Delivering Party based upon a
currency exchange rate determined in a commercially reasonable manner. Any
delivery by a Delivering Party shall be made in the manner customary for the
relevant bond, note, or debt instrument (including, without limitation, through a
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depasitory institution or clearance system) or, if the Delivering Party deems such
delivery to be impractical, in a commercially reasonable manner determined by
the Delivering Party. .

Waiver of Jury Trial. Each party waives, to the fullest extent permitted by
applicable law, any right it may have to a trial by jury in respect of any suit, action
or proceeding relating to this Agreerent or any Credit Support Document. Each
pasty (i) certifies that no representative, agent or attorney of the other party or any
Credit Support Provider has represented, expressly or otherwise, that such other
party would not, in the event of such a suit, action or proceeding, seek to enforce
the foregoing waiver and (ji) acknowledges that it and the other party have been
induced to enter into this Agreement and provide for any Credit Support
Document, as applicable, by, among other things, the mutual waivers and
certifications in this Section.

Jurisdiction. Section 13(b) of this Agreement is hereby amended to read in its
entirety as follows:

“(b) Jurisdiction. Any and all disputes or legal actions or
proceedings arising out of, under andfor pertaining to this
Agreement or any documents related hereto (‘“Proceedings”™) shall
be brought in the courts of the State and the United States District
Cowrt for the District in which Party B is located and, by
execution and delivery of this Agreement the parties hereto

consent to and hereby accept for themselves and in respect of their
property, generally and unconditionally, the jurisdiction of the

aforcsaid courts, To the extent permitted by law, the parties

hereto hereby irrevocably waive any objection, including, without

limitation, 2ny o bjection to the Laying o f venue or based on the

grounds of forum nonconveniens, which they now or hereafter

have to the bringing of any such action or proceeding in such

respective jurisdictions.

Notwithstanding anything to the contrary contained herein, any
action brought by Party A against Party B to enforce Party A's
rights under 53 P.S. §§8283(a) and (b) shall be brought in a State
Court of Common Pleas.

(dy  Waiver of Immanities. Secction 11(c) of this Agreement is hereby amended to

read it its entirety as follows:
“(c)  Neither party is entitled to claim immunity from claims arising out
of the Agreement with respect 1o itsclf or its revenucs or assota from (i)
suit, (ii) relief by way of injunction, order for specific performance or for

Exhibit [ - Page 12
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recovery of property, (iii) attachment of its assets (whether before or after
judgment) and (iv) execution or enforcement of any judgment to which it
or its revenues or assets might otherwise be entitled, except in the context
of tort claims to which state statutes do apply. Party B hereby agrees that
to the extent it may be entitled to claim such immunity in the context of its
contractual obligations under this Agreement in the future it will not, to
the extent permitted by law, assert any such immunity.”

Telephonic Recording. Each party (i) consents to the recording of the telephone
conversations o f trading, marketing and operations personnel of the parties and
their Affiliates in connection with this Agreement or any potential Transaction
and (i) agrees to obtain any necessary consent of, and give notice of such
recording to, such personnel of it and its Affiliates.

Obligations, Section 2(a)(iii) of this Agreement is hereby amended to read in its
entirety as follows: :

“(iif) Each obligation of each party under Section 2(a)(i) is subject to (1)
the condition precedent that no Event of Default, Potential Event of Default or
Incipient Illegality with respect to the other party has occurred and ig
continuing, (2) the condition precedent that no Early Termination Date in
respect of the relevant Transaction has occurred or been effectively designated
and (3) each other applicable condition precedent specified in this

Agreement.”

Absence of Litigation. Section 3(c) of this Agreement is amended by deleting the
words “or, to its knowledge, threatened” in the first line thereof.

Eligible Contract Participant. Party A represents to Party B (which
representation will be deemed to be repeated by Party A on each date on which a
Transaction is entered into) that it is an “eligible contract participant” as defined
in the Commodity Futures Modernization Act of 2000. Party B represents to
Party A (which representation will be deemed to be repeated by Party A on each
date on which a Transaction i3 entered into) that it is a public instrumentality and
body corporate and politic of the State.

ISDA Definitions. Reference is hereby made to the 1992 ISDA U.S. Municipal
Counterparty Definitions (the “1992 Muni Definitions”) and the 2000 ISDA
Definitions and the Annex to the 2000 ISDA Definitions (the “2000 Definitions”
and, together with the 1992 Muni Definitions, the “ISDA Definitions™), in each
case as published by the International Swaps and Derivatives Association, Inc.,
which are hereby incorporated by reference herein. Any capitalized terms used
and not otherwise defined herein and which are contained in the ISDA Definitions
shall have the meanings set forth therein.
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Scope of Agreement. The parties agree that this Agreement shall apply only to
the Initial Transaction and no other Transaction between the parties, unless this
Agreemert is amended to provide otherwise by a written instrument executed and

delivered by both parties.

Inconsistency. In the event of any inconsistency between or among any of the
following documents, the relevant document first listed below shall govern: (i) a
Confirmation; (i) the Schedule; (jii) the ISDA Definitions; and (iv) the printed
form of ISDA Master Agreement. In the event of any inconsistency between the
1992 Mumi Definitions and the 2000 Definitions, the 1992 Muni Definitions shall

prevail.

Definitions. Section 14 of this Agreement is hereby amended to add or amend the
following definitions in their appropriate alphabetical order:

“Affiliate” will have the meaning specified in Section 14 of this Agreement,

“Credit Rating” means (i) with respect to Party A, any public rating by Moody’s,
S&P or any other Rating Agency of Party A’s long term, unsecured and
unsubordinated indebtedness or deposits, and (ii) with respect to Party B, any
public rating by Moody’s, S&P or any other Rating Agency of any unenhanced,
long-term, general obligation bonds or other indebtedness of Party B taking into
account the State Intercept Program, to the extent such debt is subject to the State

Intercept Program,

“GAAP” means accounting p rinciples t hat are generally a ccepted in the United
States and consistently applied,

“Incipient Illegality” means (a)the enactment by any legislative body with
competent jurisdiction over Party B of legislation which, if adopted as law, would
render unlawful the performance by Party B of any absolute or contingent
obligation to make a payment or delivery or to receive a payment or delivery in
respect o f 2 Transaction, or the compliance by Party B with any other matérial
provision of this Agresment relating to such Transaction, (b) any assertion in any
proceeding, forum or action by Party B, in respect of Party B or in respect of any
other school district or similar entity organized under the laws of the State to the
effect that performance under this Agreement or any sirilar arrangement with
respect to such other school district or similar entity, is unlawful, or (c) the
occurrence with respect to Party B, of any event that constitutes an Hlegality.

“Moody’s” means Moody’s Investors Service, Inc., or any successor thereto.
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“Rating Agency” means any nationally recognized credit rating agency other than
Moody’s and S&P.

“Related Bonds” means Party B’s $55,000,000 General Obligation Bonds, Series
02005 and Party B’s $55,000,000 General Obligation Bonds, Series of 2007.

“S&P" means Standard & Poor's Ratings Services, a Division of The McGraw
Hill Companies, Inc., or any successor thereto.

“State™ means the Commonwealth of Pennsylvania,

“State Intercept Program™ means the program described in 24 P.S. §6-633, as
supplemented by 53 P.S. §8283(c) whereby upon failure by Party B to make any
payment of regularly scheduled payments hereunder, the State is required to
withhold out o f any S tate a ppropriation o f funds to Party B the amount of any
such failure and pay the same directly to Party A.

“Swap Resolution” means, the Resolution adopted by Party B prior to date of
execution of this Schedule, authorizing ammong other things, Party B's
consummation of the Transaction.

“Transaction™ shall have the meaning set forth in the introductory clause of this
Agreement.

Assigniment. Neither party may assign this Agreement or any Transaction
hereunder without the written consent of the other party, which consent shall not
be unreasonably withheld, :

Remainder of page intenvionally left blank,
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Please confirm your agreement to the terms of the foregoing Schedule by signing

JPMORGAN CHASE BANK

By:

Name:
Title;

BETHLEHEM AREA SCHOOL
DISTRICT

By

Name:
Title:
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Please confirm your agreement to the terms of the foregoing Scheduie by signing

JPMORGAN CHASE BANK

By: M&./n—i-

Name:

Tide: =~y gtes
BETBLEHEM AREA SCHQOL
DISTRICT
By:

Name:

Title:
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Plesse confirm your agreement © the ttrms of the foregoing Schedule by signing
below. .

JPMORGAN CHASE BANK

By: Lo

Name:
Tixle:
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JP MORGAN

24 November 2004

Bethlchem Area School District

Stanley J, Majewski

1516 Sycamors Street v

Bethlchem, PA 18017-6059 : =,
Fax: 610-861-8107 .

Tel: 610-861-0500 )

Re:  Swap Transaction (Our ref. no. 2000005037915)
Amended and Restated

Ladies and Gentlemen:

‘The purpose of this Jetter agreement is to confirm the terms and conditions of the Transaction
entered fnto betweon:

. JPMORGAN CHASE BANK, N.A. (successor by couversion to JPMorgan Chase Bauk)
and

BETHLEHEM AREA SCHOOL DISTRICT

on the Trade Dato and identificd by the JPMorgan Deal Number specified herein (ths
“Transaction"). This letter agresment constitutes a “Confirmation” as referred ‘to in the
agreernent specifiod below.

The definitions and provisions contained in the 2000 ISDA Definitions, incorparating the June
2000 version of the Anuex (the “2000 Definitions") and the 1992 ISDA U.S. Municipal
Counterparty Definitions (the “1992 Muni Definitions™), each ns amended and supplemented
through the date of this Confirmation (25 published by the Interniational Swaps and Desivatives
Associstion, Inc.), are incorporated ioto this Confirmation. In the event of any inconsistency
between the 2000 Definitions and the 1992 Muni Definitions, thie 1992 Muni Definitions will
govern and in the event of 4ny inconsistency between the 1992 Muni Definitions and this
Confirmation, this Confirmation will govern,




1. This Confirmation supplements, forms part of, and is subject to, the ISDA Master
Agreement dated as of December B, 2003, as amonded and supplemented fom time to
time (“Agresment”) between JPMorgan Chage Bank, N.A. (successor by conversion to
TPMorgan Chase Bank) ("JPMorgan") and BETHLEHEM AREA SCHOOL DISTRICT
(the "Counterparty"). The principal amount of bonds, notes or lease rental debt to which
this Transaction relates is cqual to the notional amount set forth in pact 2 of this
Confirmation. The term of this Transaction is set forth in part 2 of this Confirmation,
which is not later than the scheduled final maturity dats of the bonds, notes or lease rental
debt to which it relates. All provisions contained in the Agreement govern this
Confirmation except as expresaly modified below.

2 The terms of the particular Transaction fo which this Confirmation relates are as follows:

JPMorgan Deal Number: 2000005037915

Trade Date: 18 December 2003

Amendment Date: 18 November 2004

Effective Date: January 4, 2007

Termination Date: January 1,2032 .
Notional Amount: US 555,000,000 subject to reduction s

set forth on Anmex I attached hereto. For
each Amortization Period set forth on
Annex I, the Notional Amount for such
Amprtization Period shall be effective
from end including the first day of such
Amostization Period to but pot including
the last day of such Amortization Period, .
subject to adjustment in accardance with
the Modified Following Business Day

Convention
Fixed Amounts;
Fixed Rate Payer: Counterparty 2P 5 0
2
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Fixed Rate Payer Payment Dates:

Fixed Rate:

Fixed Rate Day Coaunt Fractlon:
Floating Amounts;

Floating Rate Payer:

Floating Rate Payer Payment Dates;

Floating Rate Option:

- Designated Maturity:

Spread:
Flosting Rate Day Count Fraction:
Reset Dates:

Compounding:
PW Business Day Locations for
Counterparty:

Payment Business Day Locations for
TPMorgan:

Payments will be:

Ths 1" day of each calendar month,
commencing February [, 2007 to and
including the Termination Date, subject

“to adjustment in accordance with ‘the

Modified Following Business Day
Convention,

4.145%

307360

JPMorgan

The 1* day of each calendar month,
commencing February 1, 2007 to and
including the Termination Date, subject
to adjustment in accordance with the
Modified Following Business Day
Convention,

60% of USD-LIBOR-BBA

1 Month

Plus 34,6 basis polnts

Actual/Actual

‘Two Business Days prior to the first day
of each Calculation Period. -
Inapplicable

London, New York

Londan, New York

Net
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Bonds: - $55,000,000 Bethlehem Area School
District General Obligation Bonds, .
Series 2007

3. AccountDetails

Payments to JPMorgan

Account for payments in USD: .

Favour: JPMORGAN CHASE BANK, N.A, -
NEW YORK

ABA/Bank No.: 021 000 238

Account No.: 999 97 979

Reference: JPMorgan Deal No. 85001958

Payments to Counterparty:

Account for payments in USD;

Favour: BETHLEHEM AREA SCHOOL
DISTRICT

ABA/Bank No.:

FUNB #:

FFC:

Attn:

4. Offices

(a) The Office of JPMargan for the Tmusactiou is NEW YORK, ¢/o JPMorgan Clmse

Bank, 500 Stanton Christiana Ruad, 2/OP82, Newark, DE 197 !3 and

®)
Bethichem, PA

JPMorgan Chase Bank

The Cffice of the Counterparty for the Transaction is

All esqquixies regarding confirmations should be sent tos

508 Stanton Christiana Rond, 2/OPS2, Newark JDE 19713 -

Attention: Docnmentation Contrel
Telephone: 1-302-634-4960
Facsimile: 1-302-634-4928/ 4929/ 4938

Plesse qnote the JPMorgan Dext Number indieated above,

5. OtherProvisions:
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1 Optional Termination

At the Counterparty's option as st forth below:
Countsrparty shall have the right to terminate
this Transaction by providing (i) at least two
(2) Business Day's prior written fiotice to
JPMorgan of ity election to terminste this
Transaction (such date of tecmination the
“Optional Termination Date™) and (i) evidence
reasonably satisfactory to JPMorgan that
Counterparty Has or will bave on the -
termination dato available fnds with which to
pay any amount due to JPMorgan in .
conacotion with such ¢arly termination, In the
case of 3 partial termination, the notics shall
alsa state the portion of the Notional Amount
of the Transaction o be terminated. On the
Optional Tesrnination Date set forth in such
notice, an amount, determinad by JPMorgan, in
good faith, shall be payable by JPMergan or
the Counterparty, as tha cass may be, in
respect of such termination. If such amonnt 45
not accoptable to the Counterparty, then
JPMorgan shall determine such smount
pursuant to Section 6 of the Agreement as if ()
the Optional Termination Date is the Barly
Termination Date for this Transaction (or the
portion of the Notional Amount being
terminated), (b) Counterparty is the sale
Affocted Party (for all purposes other then the
election to terminste) in the event such
redemption or early retirement was not
scheduled to oceur, (¢) this Transaction (or the
portion of the Notional Amount being
terminated) is the sole Affected Transaction,
(d) Market Quotation and Sscond Method ara
selected for purposcs of Payments on Early
Termination, and () in the case of a partial
terminetion, the portion of the Notional
Amount to be terminated on the Early
Termination Date shall be the smount so
designated fn the aforementioned notice by the
Counterparty, and the parties shall axecute an
amendawnt fo the Confirmation relating to thia
Transaction to amend the Notional Amouat to
reflect such reduction. Notwithstanding
anything herein to the conirary, the parties will




be abligated to pay any acerued amounts that
would otherwise be due on the Optional
Termination Date,

Termination upon Redemption or Prior
Retirement of Debt;

Prior to the redemption or sarly retirement of
the bonds, notes ar lease rental debt to which
this Transaction relates (other than as a result
of @ mandatory sinking fund redemption
thereof), JPMorgan and the Counterparty shall,
on any Business Day, tepminate this
Transaction in whole or in part (the “Optional
Termination Date™), In the case of & partial
fermination, the notice shall also state the
portion of the Notional Amount of the
Transaction to be terminated. The amount dus
with respect ta any such termination in whole
or in part shall be detormined pursuant to
Saction 6 of the Agreement as if (a) the
Optional Termination Date is the Early
Termination Date for this Transaction {or the
portion of the Nofional Amount being
terminated), (b) Counterparty is the sole
Affected Party (for all pumoses other than the
clection to terminate) in the event such
redemption ar early refiremont wasnot -
scheduled to occur, (¢) this Transaction (or the
portion of the Notional Arnount being

| terminated) is the sole Affected Transaction,

{d) Market Quotation and Second Method are
selected for purposes of Payments on Rarly
Termination, and (e) in the case of a partial
termination, the portion of the Notionai
Amount to be terrminated on the Barly
Termination Date shall be the amount g0
designated in the aforementioned notics by the
Countorparty, and the parties shall execute an
amendment to the Confirmation relating to this
Transaction to amend the Notional Amount to
reflect such reduction. Notwithstanding
anything heseln to the contrary, the parties will
be obligated ta pay any acerued amounts that
would otherwise be dus on the Optional
Termination Date. The Counterparty agrees
that, prior to designating an Optional
Termination Date as provided herein it shall

provide evidence satisfactory to JPMorgan of




o ol

Counterparty’s ability to pay any Settlsment
Amount which may be dus to JPMorgan 8s a
result of such Early Tenmination.

Additional Termination Event

The following shall constitute an’ Additional
Termination Event and shall be added as

Section S(bXvi) of the Agreement;

(vi) A petition for declaratory ocder or .
complaint is filed pursuant to Section 8211 of

the Pennsylvania Local Government Unit Debt |

Act a5 amended and either: (i) a Certificats of
Approval pursuant to Section 8204 is not
received within 45 days of the date hereof, and
(b) 2 no merit opinion with respect to such
petition for declaratory order ar complaint is
not issued by counsel ta the Counterparty
within 45 dgys of the date hereof,

For the purpose of the foregoing Terminstion
Event, the Affected Party shall be Counterparty
and the Transaction evidenced by this
Confirmation shall be the Affected
Transaction, '

Fees sasociated with November 18, 2004
Amendment and Restatement

In connectlon with the transaction described
herein at the request of the Counterparty,
JPMaorgan will pay the following feest

3] an advisory fee in the amount of
$132,000,00 (the present value of
2 bps) to Arthars Lestrange &
Company, Inc., 35 Financial
Advisor;

{l) afee in the amount of $132,000.00
(the present value of 2bps) to -
Access Financial Markets, as
Structuring Agent

()  alegal fee in the amount of
$21,250 to Hartman Underhill &
Brubaker LLP |

(v)  asolicitor fee In the amount of
$10,000 to Svwreet, Stevens, Tucker

& Katz LLP
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6.  Documents to be delivered: ‘
Each party shail deliver to the ather, at ths titne of its execution of this Confirmation, evidence
of the specimen signature and incumbency of each person who is executing the Confirmation on

the party's behalf, unless such evidencs has previously been supplied in connection with this
Agreement and remains frue and in effect,

1. Representations,

Each party will be deomed to rapresent to the other party on the date on which it enters into a
Swap Transaction that (ahsent 2 written agreement between the parties that expressly imposes

affirmative obligations to the contrary foc that Swap Transaction):

(2)  Non-Reliance. 1t ig ecting for its own account, and it heg mads its own independent
decision to enter into that Swap Transaction and as to whother that Swap Transaction is
appropriate or proper for it based upon its own judgement and upon advice from such advisers as
it bas deerned necessaty. It is not relying on any communication (written or oral) of the other
party as investment advice or &3 8 recommendation to enter into that Swap Transaction; it being
urderstood that information and explanations related to the terms and conditions of a Swap
Transaction shall not be considered investment advics or a recommendation to enter into that
Swap Transaction. No commumication. (written or oral) received from the other party shall be
decmed to bo a nssurancs or guarantes as to the expeoted results of that Swap Transaction,

(b)  dssexsment and Understanding. 1t is capable of assessing the mearits of and
undemtanding {on its own behalf ar through independent professional advice), and understands
and accepts, the torms, conditions and risks of that Swap Transection. Jt s capable of sssuming,
and assumes the risks of that Swap Transaction.

(¢}  Status of Partles. The other party is not acting es a fidustary for or an adviser to it in
respect of that Swap Transaction.
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Plaaso canfimm that the foregoing correctly sets forth the torma of our agreement by exocuting a copy of this
Confirmation and rotuming it to us or by sending to us & letter, telex or facsimile substantially similar to thia
letter, which letter, telex or facsimile sets forth the materlad terms of the Transaction to which this Confirmation
relutos and Indicates agreement to those terms, When roforring to this Confirmetion, pleass

indizate: JPMorgan Deal Number(s}: 2000005037915

IPMorgan Chase Bunk, N.A.

CMMP&Q;

Name: Caomine Pilla

" Title: Vice President

Accepted and confirmed as of the dute
" first written:

BETHLEHEM AREA SCHOOL
DISTRICT

Thtle:

Your reference munber:
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JAN-21-2005 FRI 11:20 A1 Hartman Undorhill LLP

FAX NO. 7172693160

Plonss con firm {hat the forogaing corteedy ats forth the torms of our ugrosment by exexting & copy of thix
Confirnatlon and retuning 1t 10 ut or by sanding to us & htier, tefox ot Feciinlle substantially stmikor to this

fetiar, which [cttor, velax or fhestmile stix Corth the mateclal

vema o the Transaction to which this Conflrmation

relites ond {ndicatos agrearment to those tarmu. When reforeing to thi Coufirmution, pkouso

Inddicato: JPMorgan Doaf Niambers) 2000005037915

JPMorgan Chaso Baak, N.A.

Couine, Piiia

Newe:  Corming Plls

Title: Yice Provideac

Accoplod and conflrmcd as of the date
§Trat wrlions

BETHLEIIEM ARBA 5CHQOL
DISTRICT

% .Igeaph L. Craig
Tx  Board Pregident

Your tolerencs mmber;
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ANNEX I
Amortization Schedule
Period Start Data Period End Date Notional Amount

1172007 17172008 55,000,000
171/2008 1172000 54,935,000
1/1/2009 1/1/2010 54,990,000

112010 17172011 54,985,000
1/1/2011 1/1/2012 34,980,000
171/2012 1/1/2013 54,975,000
17172013 11172014 54,970,000
17172014 1/1/2015 54,565,000
1/1/2015 1/1/2016 54,960,000
/112016 1172017 34,955,000
12017 1/1/2018 54,950,000
1/1/2018 1/1/2019 54,945,000
1712019 171/2020 54,940,000
111/2020 1/1/2021 54,935,000
1/1/2021 11172022 54,930,000
1/1/2022 1/1/2023 54,925,000
17172023 17112024 51,880,000 °
1/1/2024 17142025 48,695,000
1/1/2025 /142026 45,360,000
17112026 11/2027 41,865,000
17172627 - 1/1/2028 38,200,000
1/1/2028 17172029 34,365,000
1/1/2029 17172030 30,345,000
1/1/2030 17172031 26,130,000
1/1/2031 1/1/2032 13,370,000
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CERTIFICATE

1, the undersigned, (Assistant) Secretary of the Board of School Directors of the
Bethlehem Area School District, Northampton and Lehigh Counties, Pennsylvania (the “School
District”), certify that: the foregoing is a true and correct copy of a Resolution that duly was
adopted by affirmative vote of a majority of all members of the Board of School Directors of the
School District at a meeting duly held on the 15" day of August, 2011, said Resolution duly has
been recorded in the minute book of the Board of School Directors of the School District; a notice
with respect to the intent to adopt said Resolution has been published as required by law; said
Resolution was available for inspection by any interested citizen requesting the same in accordance
with the requirements of the School District Debt Act of the Commonwealth of Pennsylvania and
such notice; and said Resolution has not been amended, altered, modified, or repealed as of the date
of this Certificate.

I further certify that the Board of School Directors of the School District met the
advance notice and public comment requirements of the Sunshine Act, as amended, by advertising
the time and place of said meeting, by posting prominently a notice of said meeting at the principal
office of the School District or at the public building in which said meeting was held, and by
providing a reasonable opportunity for public comment at said meeting, all in accordance with said
Act.

I further certify that: the total number of members of the Board of School Directors
of the School District is nine (9); the vote of members of the Board of School Directors of the
School District upon said Resolution was called and duly was recorded upon the minutes of said
meeting; and members of the Board of School Directors of the School District voted upon said
Resolution in the following manner:

Michele Cann -
William J. Burkhardt -
Rosario S. Amaio -
Michael E. Faccinetto -
Irene Follweiler -
Loretta M, Leeson -
Eugene C. McKeon -
Aurea E, Ortiz -
Benjamin M. Tenaglia III

IN WITNESS WHEREOF, I set my hand and affix the official seal of the School
District, this 15™ day of August, 2011,

(Assistant) Secretary of the Board of

School Directors
(SEAL)
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Resolution 4
Swaption Transfer Resolution
Document #811788

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

RESOLUTION

OF THE BOARD OF SCHOOL DIRECTORS OF
BETHLEHEM AREA SCHOOL DISTRICT APPROVING
AND RATIFYING THE AMENDMENT OF A QUALIFIED
INTEREST RATE MANAGEMENT AGREEMENT
(SWAPTION AGREEMENT) TRANSFERRING SAID
SWAPTION AGREEMENT FROM THE SCHOOL
DISTRICT’S GENERAL OBLIGATION BONDS, SERIES OF
1997, TO THE SCHOOL DISTRICT’S GENERAL
OBLIGATION BONDS, SERIES A OF 2007; SETTING
FORTH THE SUBSTANTIAL FORM OF SAID
AMENDMENT TO THE SWAPTION AGREEMENT;
APPROVING AN INTEREST RATE MANAGEMENT PLAN
AND RELATED MAXIMUM PAYMENT SCHEDULES AND
DEFINING THE RELATED BONDS; AND AUTHORIZING
APPROPRIATE. OFFICERS AND AGENTS OF THE
SCHOOL DISTRICT TO TAKE RELATED ACTIONS.

WHEREAS, The Bethlehem Area School District, in Northampton and Lehigh
Counties, Pennsylvania (the “School District”) is a public school district of the Commonwealth of
Pennsylvania (the “Commonwealth”), is governed by its Board of School Directors (the “Board”),
and is a “Local Government Unit,” within the meaning of the Local Government Unit Debt Act of
the Commeonwealth, 53 Pa. C.S. Chs. 80-82 (the “Debt Act™); and

WHEREAS, The School District adopted a Resolution on July 30, 1997 (the “1997
Bonds Resolution”), incurring and securing nonelectoral debt in the amount of $80,570,000,

evidenced by its General Obligation Bonds, Series of 1997 (the “1997 Bonds™); and




WHEREAS, The proceedings of the School District regarding the 1997 Bonds
under the Debt Act were approved by the Department of Community and Economic Development
under Approval No. GOB-13037, dated August 19, 1997; and

WHEREAS, On December 18, 2003, the School District approved an Interest Rate
Management Plan (the “1997 IRMP”), as defined by the Debt Act, and a proposed Qualified
Interest Rate Management Agreement, as defined by the Debt Act (“QIRMA”), with Morgan
Stanley Capital Services Inc. (together with its successors and assigns, “Morgan Stanley”), under
which Morgan Stanley, on any March 1 or September 1, until September 1, 2016, may exercise its
option to require the School District to pay Morgan Stanley a variable interest rate equal to the
Securities Industry and Financial Markets Association Municipal Swap Index and for Morgan
Stanley to pay to the School District a fixed interest rate equal to 3.28%, in each case on a net
payment basis every March 1 and September 1 until September 1, 2016, based on annual notional
amounts set forth in a schedule attached to the QIRMA, so that the notional amount of the QIRMA
at no time exceeds the outstanding principal amount of the 1997 Bonds (the “Swaption™); and

WHEREAS, The School District, by its Resolution adopted on August 12, 2006,
authorized the refunding of the 1997 Bonds, by incurring nonelectoral debt to be evidenced by its
General Obligation Bonds, Series A of 2007, in the original maximum aggregate principal amount
of $66,000,000 (the “2007A Bonds”); and

WHEREAS, The proceedings of the School District regarding the 2007A Bonds
under the Debt Act were approved by the Department of Community and Economic Development
under Approval No. GOB-16377, dated September 14, 2006, and the 2007A Bonds were issued on

June 5, 2007; and




WHEREAS, The Board of the School District desires to authorize and ratify the
amendment of the Swaption at the time the 1997A Bonds were issued to define the 2007A Bonds
as the “Related Bonds” under the Swaption, as well as any debt obligations of the School District
hereafter issued to refund the 2007A Bonds (the “Swaption Amendment™); and

WHEREAS, Public Financial Management, Inc., as financial advisor to the School
District (the “Financial Advisor”), has updated the School District’s Interest Rate Management Plan
as recently as March 21, 2011 (the “2011 IRMP”); and

WHEREAS, The Board of the School District desires to take all other necessary
action to authorize and approve the Swaption Amendment, and to execute and deliver such
documents as may be necessary to implement the intent and purpose of this Resolution.

NOW, THEREFORE, BE IT ADOPTED, by the Board of the School District, as
follows:

SECTION 1. The Board hereby approves and ratifies the Swaption
Amendment. The Board also reaffirms the School District’s obligations under the 2007A Bonds
Resolution and the resolutions originally approving the Swaption and the Swaption Amendment.

SECTION 2. The Board hereby approves and ratifies the 2011 IRMP attached
hereto as Appendix A, in connection with the issuance of the 2007A Bonds and the Swaption
Amendment.

SECTION 3. The Board hereby authorizes a First Amendment to Swap
Confirmation, implementing the Swap Amendment, substantially in the form attached hereto as
Appendix B.

SECTION 4, The maximum annual obligations of the School District, with

respect to the 2007A Bonds and the Swaption, which shall be payable, if and as necessary, are set
-3.




forth in the 2011 IRMP which is attached hereto and made part hereof. As contemplated by
Section 8284 of the Act, the maximum interest rate payable: (i) on the 2007A Bonds is 5%; and
(ii) on the Swaption is 25%. The 2007A Bonds Resolution, as well as the resolutions approving
the Swaption, shall be deemed to be amended to be consistent with this Resoluﬁon.

SECTION 5. Officers and agents of the School District shall file appropriate
proceedings regarding the Swaption Amendment with the Department of Community and
Economic Development, as may be required by the Debt Act.

SECTION 6. The prior advertisement of a public notice of intent to adopt this
Resolution in one or more newspapers of general circulation in the School District is hereby ratified
and confirmed, and the advertisement of a public notice of the adoption of this Resolution within 15
days following its adoption, as required by the Debt Act, is hereby authorized and directed.
Officers or agents of the School District are authorized and directed to arrange for the advertisement
of such notices.

SECTION 7. Officers and agents of the School District are authorized and
directed to take all other required, necessary and/or appropriate action, or to authorize all other
required, necessary or appropriate action to be taken, by or on behalf of the School District, to
assure the amendments to the Swaption.

SECTION 8. Any reference in this Resolution to officers of the School District
shall mean the member of the Board or employee of the School District customarily responsible for
such action, and shall be deemed to refer to his or her duly qualified successor in office, if
applicable,

SECTION 9. This Resolution shall be effective for all purposes immediately

upon its adoption.




SECTION 10.  In the event any provision, section, sentence, clause or part of
this Resolution shall be held to be invalid, such invalidity shall not affect or impair any remaining
provision, section, sentence, clause or part of this Resolution, it being the intent of the School
District that such remainder shall be and shall remain in full force and effect.

SECTION 11.  Any Resolutions or parts of Resolutions, insofar as the same
shall be inconsistent herewith, are repealed. The remaining portions of such Resolutions consistent

herewith are ratified and confirmed.




DULY ADOPTED, by the Board of the Bethlehem Area School District, in lawful

session duly assembled, this day of , 2011,

BETHLEHEM AREA SCHOOL DISTRICT,
Northampton and Lehigh Counties, Pennsylvania

By:

(Vice) President
ATTEST;

Secretary

(SEAL)
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Bethlehem Area School District
Northampton and Lehigh Counties, Pennsylvania
August 15, 2011 Interest Rate Management Plan

OVERVIEW OF CURRENT TRANSACTIONS

In accordance with the requirements of the Local Government Unit Debt Act, 53 Pa. C.S. Chs 80-82 (“Debt Act”)
this document constitutes the latest Interest Rate Management Plan (the “Plan” or the “TRMP”) of the Bethlehem
Area School District, Northampton and Lehigh Counties, Pennsylvania (“School District™™. ‘This Plan replaces
previous interest rate management plans adopted by the School District. This Plan has been prepared by PFM Asset
Management, LLC (“Financial Advisor”), a firm which satisfies the requirements for an “independent financial
advisor” as that phrase is defined in the Debt Act. The Financial Advisor was not involved with the review or
preparation of any of the School District’s previously adopted Interest Rate Management Plans with the exception of
the vessions adopted on March 16, 2009, September 21, 2009 and March 21, 2011,

On December 18, 2003, the School District (on a future stat basis) entered into an “interest rate management
agreement” (“IRMA”™), as defined in the Debt Act, with JP Mosgan Chase Bank, NLA. (“JP Morgan”), hereinafter
referred to as the “2007 Fixed Payer Swap”. The terms of the 2007 Fixed Payer Swap called for the District to pay to
JP Morgan a fixed rate of 4.145% and for JP Morgan to pay to the District a variable rate of 60% of 1 Month LIBOR
plus 0.346%. The 2007 Fixed Payer Swap was intended by the District to manage interest rates and costs associated
with the $55,000,000 Variable Rate Demand Bonds, Seties of 2007 (the “2007 Bonds™), issued by the School District
on January 4, 2007.

The School District intends to refund and retire a portion of the 2007 Bonds with new fixed rate General Obligation
Bonds, Series of 2011 (“2011 Bonds”) in the maximum principal amount of $37,000,000 {current estimated ptincipal
amount is $32,745,000). A portion of the proceeds of the 2011 Bonds will be used to refund and retire a pottion of
the 2007 Bonds (the “Fixed Refunded 2007 Bonds”). The amount of the Fixed Refunded 2007 Bonds is shown in
Schedule 2B. A portion of the proceeds of the 2011 Bonds will also be used to pay the termination paymeat required
to terminate 2 portion of the Fixed Payer Swap related to the Fixed Refunded 2007 Bonds, as permitted by the Debt
Act.  Any termination payments due under the Fixed Payer Swap would be subordinate in payment to the debt
service and periodic payments, as described in the Debt Act.

The School District, through the Bethlehem Area School Disttict Authority (the “BASD Authority”), intends to
refund and retire a portion of the 2007 Bonds (the “Variable Refunded 2007 Bonds”) with School Revenue Bonds
(Bethlehem Area School District Refunding Project), Series A of 2011 (“2011A BASD Authority Bonds™) in the
maximum principal amount of $35,000,000 (current estimated principal amount is $30,000,000). The approximate
amount of the Variable Refunded 2007 Bonds being refunding by the 2011A BASD Authority Bonds is shown on
Schedule 2B, and represents the balance of the 2007 Bonds not being refunded from proceeds from the School
District’s 2011 Bonds.

The 2011A BASD Authority Bonds will be putchased directly by Wells Fargo Bank, N.A. (“Wells Fargo”). The
2011A BASD Authority Bonds will be issued initially in the Floating Mode, with the interest rate determined monthly
equal to the Index Rate (which is 68% of 1 Month LIBOR plus an Applicable Spread), in accordance with the terms
of a Trust Indenture {the “Indenture”) between the BASD Authotity and Manufacturer’s and Traders Trust Company
(the “Trustee”), as trustee for the 2011A BASD Authority Bonds. The Applicable Spread is currently proposed to be
0.75%, and subject to change in the event of a downgrade in the credit rating of the Pennsylvania State Subsidy
Intercept Program, as described further in the Indenture. The initial Floating Rate Period ends on a date
approximately 3 years later, which will constitute a Special Mandatory Tender Date when the Bonds are subject to
mandatory tendet, conversion and remarketing to another purchaser and Rate Mode, including the Weekly Mode, the
Fixed Mode or another Floating Mode.
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Under the terms of 2 Novation Agreement (or similar transfer agreement) and an amendment to the 2007 Fixed Payer
Swap Confirmation, the portion of the Fixed Payer Swap which was associated with the Variable Refunded 2007
Bonds will now be associated with the 2011A BASD Authority Bonds and will heteinafter be referred to as the
“2011A Fixed Payer Swap”. JP Morgan will still pay to the District a variable rate of 60% of 1 Moath LIBOR plus
0.346% and the District will pay to JP Morgan a fixed rate of 4.145% on the reduced notional amount. The 2011A
Fixed Payer Swap will have an outstanding notional amount of §29,840,000 and has a termination date of January 1,
2032, which is the final maturity of the 2011A BASD Authority Bonds,

The School District will concurrently issue its General Obligation Note, Seties A of 2011 (the “2011A Note”) to the
BASD Authosity. The 2011A Note payments by the School District to the BASD Authority will be sum of the debt
service and expenses payable on the 2011A BASD Authority Bonds as well as the periodic payments due on the
2011A Fixed Payer Swap. Any termination payments due under the 2011A Fixed Payer Swap would be subordinate
in payment to the debt service and periodic payments, s described in the Debt Act.

On December 18, 2003, the School District entered into a fixed to floating rate IRMA (commonly known as a
Swaption), with Morgan Stanley Capital Services, Inc. ("Morgan Stanley™), hereinafter referred to as the “2003
Swaption”, Under the terms of the 2003 Swaption, Morgan Stanley has the option to requite the School District to
begin making vasiable rate payments to Morgan Stanley based on SIFMA, while Morgan Stanley would pay to the
School District a fixed rate of 3.28%. The 2003 Swaption was intended to manage interest rates or costs on the
School District’s General Obligation Bonds, Series of 1997 (the “1997 Bonds™). Mosgan Stanley may exercise the
2003 Swaption every March 1 and September 1 (Bermuda Style Option) through the termination date of September 1,
2016.

On June 1, 2007 the School District refunded and retired its 1997 Bonds with a portion of the proceeds of its General
Obligation Bonds, Series A of 2007 (the “2007A Bonds™), initially issued in the principal amouat of $61,630,000.
Under the terms of an amendment to the 2003 Swaption Confirmation (ot similar transfer agreement), the 2003
Swaption will now be associated with the 2007A Bonds. As of August 15, 2011, Mozgan Stanley has not exercised the
2003 Swaption. The 2003 Swaption cutrently has an outstanding notional amount of $38,735,000 and has a
termination date of September 1, 2016, which is the final maturity date of the 2007A Bonds.

I.  Debt Outstanding and Proposed New Debt

Following the refunding and retirement of the 2007 Bonds and the issuance of the 2011 Bonds, 2011A BASD
Authority Bonds, and 2011A Note, the District will have total direct debt outstanding of $297,115,000, consisting of
$196,655,000 or 66.19% fixed rate debt and $100,460,000 or 33.81% variable rate debt.

Schedules of cutrently outstanding debt issues, expected annual debt service and, for variable-rate cht, estimated and

maximum annual debt service is shown in Schedule 1A and 1B, attached hereto and incorporated herein by this
reference.

II.  Swaps Outstanding

The District will continue to be obligated under four IRMAs following the conclusion of the transactions described
above. They are described in Schedule 2A.

The notional amount of the 201 1A Fixed Payer Swap is shown in Schedule 2B, which includes the original notional

amount of the 2007 Fixed Payer Swap as well as the portion of the 2007 Fixed Payer Swap being terminated by a
pottion of the proceeds of the 2011 Bonds.

III. Swap Fees Paid or Payable

The amounts of all consulting, advisoty, brokerage ot similar fees payable directly by the District, or by BASDA, JP
Morgan or any other party in connection with the pastial termination and transfer of the 2007 Fixed Payer Swap ate
listed on Schedule 3.
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IV. Scheduled Periodic Payments

Schedules of estimated and maximum periodic scheduled annual payments to be paid by the District directly or

through BASDA, following the current transactions, ate shown in Schedules 4A and 4B attached hereto and
incorporated herein by this reference.

V.  Risk Analysis — 2011A Fixed Payer Swap

Schedule 5A contains a summary of the risks inherent to the 2011A Fixed Payer, paid by or through the District.
Schedules 5B, 5C, and 5D illustrate vatious scenatios for termination and tax risk, respectively.

Schedules of estimated and maximum net payments of debt service and scheduled periodic net payments are also
shown in Schedule 6A and 6B attached hereto and incorporated herein by this reference.

VI. Risk Analysis — IRMAs Outstanding

As set forth on Schedule 2A, the School District will have four IRMAs remaining aftet the current transactions are
consummated. For the purposes of the Risk Analysis, the schedules illustrating the applicable sk scenarios for the
three remaining IRMAs besides the 2011 A Fized Payer Swap, are as follows:

* 2003 Swaption: Schedules 7A, 7B, 7C, and 7D
e 2010 Fixed Payer Swap: Schedules 84, 8B, 8C, 8D, 8E, and 8F
* 2011 Fixed Payer Swap Schedules 94, 9B, 9C, 9D, 9E, and 9F

VII. Monitoring of 2011A Fixed Payer Swap

The Debt Act requires the School District to monitor risks and market (termination) values associated with its
temaining IRMAs,

A written report providing the status of all interest rate swap agreements entered into by the School District will be
prepared by or on behalf of the School District and provided to the Assistant to the Superintendent for Finance and
Administration of the School District at least on an annual basis (or other basis, if so ditected by the Assistant to the
Superintendent for Finance and Administration and/or the Board of Directors).
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Schedule 1A
Current Estimated Debt Service
Outstanding Bonds
1 2 3 4 5 6 7 8 9 10 11 12
. ot FIXED RATE BONDS ; ; W VARIABLE RATE (WITH FIXED PAY SWAPS) "
ESTIMATED ESTIMATED
Fiscal G.O. Bonds G.0. Bonds G.C. Bonds G.0. Bonds G.0. Bonds G.0. Bonds G.O. Bonds G.0. Note G.O. Note G.0. Note Total
Year| Series Aof Series Aof Series Aof  Series AAof Series B of Series of Series of] Series of Series of Series A of] Debt
Ended 2001 2007 2009 2009 2009 2010 2011 (1)) 2010 (2] 2011 {3) 2011 (4] Service
6/30/2012 631,350 8,245,000 4,719,431 580,400 840,569 1,394,238 928,264 1,669,607 1,835,655 844,900 21,689,413
6/3012013} 629,543 8,248,125 4,717.231 580,400 836,819 1,404,160 1,483,022 1,669,329 1,835,429 1,444,660 22,848,718
6/30/2014 606,693 8,814,625 4,185,519 580,400 837,075 1,398,860 1,482,930 1,669,052 1,835,203 1,444 420 22,854,776}
6/30/2015 603,640 8,817,875 4,187,108 580,400 840,338 1,398,650 1,482,830 1,668,774 1,834,977 1,444,180 22,858,770
6/30/2016} 599,505 8,820,625 4,189,931 580,400 836,819 1,403,400 1,482,722 1,668,497 1,834,751 1,443,940 22,860,569
6/30/2017 994,035 1,060,875 11,495,331 580,400 841,526 1,392,988 1,482,597 1,668,219 1,834,524 1,443,700 22,794,195
6/30/2018 1,043,618 12,502 456 580,400 839,434 1,392,838 1,482,454 1,667,942 1,834,298 1,443,460 22,786,897
6/3012019 1,038,015 9,562,581 3,523,400 840,438 1,392,673 1,482,295 1,667,664 1,834,072 1,443,220 22,784,358
6/30/2020 7,309,956 6,748,200 839,369 1,392,498 1,482,120 1,667,387 1,833,846 1,442 980 22,716,355
6/30/2021 8,955,081 5,105,000 841,294 1,382,298 1,481,934 1,667,109 1,833,620 1,442,740 22,719,075,
6/30/2022 14,056,525 836,575 1,407,098 1,481,740 1,666,832 1,833,393 1,442,500 22,724,662
6/30/2023 2,411,544 838,869 6,916,208 5,166,537 1,666,554 3,084,049 1,442,260 21,627,110
6/30/2024 1,775,122 826,006 7,629,038 5,150,450 1,666,277 3,077,504 1,442,020 21,566,416
6/30/2025 B05,769 9,013,850 5,168,079 1,665,999 3,552,528 1,441,780 21,648,004
6/30/2026 794,000 8,056,763 5,147,805 1,665,722 3,546,916 1441 .mSJ 21,652,745
6/30/2027 780,419 5,086,590 8,210,507 6,106,319 1,441,300 21,625,135
6/30/2028) 765,419 5,055,547 8,273,089 6,096,382 1,441,060 21,631,496
6/30/2029 753,834 5,032,537 8,335,395 6,076,718 1,440,820 21,639,304
6/30/2030 3,001,284 8,718,407 6,555,349 3,488,780 21,763,820
6/30/2031 6,673,730 14,682,720 21,256,450
6130/2032 6,660,014 14,592,460 21,252 474
6/30/2033
6/30/2034
6/30/2035
TOTAL 6,146,395 44,007,125 90,067,816 19,439,400 14,795,571 47,985,645 54,561,731 58,552,363 71508277 58,135,440 465,200,762

6 765.0001 TIET4410,0007

0:240:000

0;465,000

(30000000 [(-297;146,000]

[1] Assumes estimated principal amount and estimated interest rates

2] interest Rate assumed at 5.550
[3] Interest Rate assumed at 4.524

%,

[4] Assumes estimated interest rate of 4.800%

* Qutstanding as of August 10, 2011
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Schedule 1B
Current Maximum Debt Service
Outstanding Bonds
1 2 3 4 5 6 7 8 9 10 11 12
; FIXED RATE BONDS e T, M VARIABLE RATE (WITH FIXED PAY SWAFS) "
Fiscal G.0. Bonds G.0. Bonds G.0. Bonds G.0.Bonds G.0. Bonds G.0. Bonds G.0. Bonds G.0. Note G.0. Note G.0. Noie Totall
Year| Serias Aof Serias Aof Series Aof  Series AAof Series B of Series of Series 0 Series of Seiies of Series Aof] Debt]
Ended} 2001 2007 2009 2008 2008 2010 2011 [} 2010 {2} 2011 3] 2011 [4]) Service
63072012 631,350 8,245,000 4,719,431 580,400 840,569 1,384,238 928,264 3,604,150 4,860,850 2,104,750 27,809,001
6/30/2013 629,543 8,248,125 4,717,231 580,400 836,819 1,404,160 1,483,022 3,603,550 4,860,250 3,604,150 29,967,250
6/30/2014 606,693 8,814,625 4,185,519 580,400 837,075 1,398,860 1,482,930 3,602,950 4,859,650 3,603,550 29,972,251
6/30/2015 603,640 8,817,875 4,187,106 580,400 840,338 1,398,650 1,482,830 3,602,350 4,859,050 3,602,950 29,975,189
6/30/2016 599,505 8,820,625 4,189,931 580,400 836,819 1,403,400 1,482,722 3,601,750 4,858,450 3,602,350 29,975,952
63072017 994,035 1,060,875 11,495,331 580,400 841,526 1,392,988 1,482,597 3,601,150 4 857,850 3,601,750 29,908,502,
63012018 1,043,615 12,502,456 580,400 839,434 1,392,838 1,482,454 3,600,550 4,857,250 3,601,150] 29,900,147
6/30/2019 1,038,015 9,562,581 3,523,400 840,439 1,392,673 1,482,295 3,599,950 4,856,650 3,600,550, 29,896,552
6/30/2020) 7.309.956 6,748,200 839,369 1,392,498 1,482,120 3,599,350 4,856,050 3,599,950 29,827,492
6/30/2021 8,955,081 5,105,000 841294 1,392,298 1,481,934 3,598,750 4,855,450 3,599,350 29,829,166
6/30/2022, 14,056,525 836,575 1,407,098 1,481,740 3,598,150 4,854,850 3,598,750 29,833,687
673012023, 2411544 839,869 6,916,298 5,166,537 3,597,550 6,015,700 3,598,150 28,546,647
6/30/2024] 1,775,122 826,006 7,629,038 5,150,450 3,596,950 5,507,450 3,597,550 28,482,565
63012025 805,769 9,013,850 5,168,079 3,596,350 6,242,050 3,596,950/ 28,423,047
6/30/2026 794,000 9,056,763 5,147,805 3,595,750 6,086,700 3,598,350 wadhmw_
6130/2027 780,419 5,086,590 9,960,150 8,306,350 3,595,750 27,729,259
6/30/2028 765,419 5,055,547 9,578,300 7,924,700 3,595,150 26,919,115
6/30/2029 753,834 5,032,537 9,166,800 7.517,250 3,594,550 26,064,971
6/30/2030 3,001,284 8,036,160 7,555,700 5578450 25,172,684,
6/30/2031 7108700 16,276,800 23,385,500}
6/30/2032 6701350 15,188,650 21,890,000
6/30/2033]
6/30/2034
6/30/2035
TOTAL 8,146,395 44,007,125 90,087,816 19430400 14795571 47985645 54,561,731 91740650 122,802,300 100,338,600 | 691,885,232
32,745{000] 9:995:000 1401465000 0,000,000] 15,000]

[1] Assumes estimated principal amount and estimated interest rates

[2] Assumes rmax rate of 12.00%
[3] Assumes max rate of 12.00%
[4] Assumes max rate of 12.00%

* Qutstanding as of August 10,2611
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Schedule 2A
Outstanding Qualified Interest Rate Management Agreements

2003 Swaption” See “Overview of Current Transactions”

%2010 Fixed Payer Swap” On December 23, 2003, the School District {(on a future start basis) entered into an
IRMA (the “2005 Fixed Payer Swap”) with Mozgan Stanley which was intended to manage interest rates or costs on
the School District’s, General Obligation Bonds, Seties of 2005 (the “2005 Bonds™). The School District pays
Motgan Stanley a fixed rate of 3.900%, while Morgan Stanley pays the School District 60% of 1-month LIBOR plus a
fized spread of 0.345%.

On January 5, 2010, a portion of the 2005 Bonds and related portion of the 2005 Fixed Payer Swap was refunded and
terminated with proceeds of the District’s fixed rate General Obligation Bonds, Series of 2010, issued in the amount
of $28,850,000. A porton of the proceeds from the 2010 Bonds terminated a portion of the 2005 Fixed Payer Swap
relating to the 2011 through a portion of the 2027 maturities. The remaining pottion of the 2005 Bonds was refunded
with the BASD Authority School Revenue Bonds (Bethlehem Area School District Refunding Project), Series of 2010
(2010 BASD Authority Bonds™) in the principal amount of $30,000,000.

The 2010 BASD Authority Bonds were purchased directly by RBC Capital Matkets (‘RBC”). The 2010 BASD
Authority Bonds wese issued initially in the Floating Mode, with the interest rate determined weekly equal to the
Index Rate (which is SIFMA plus an Applicable Spread), in accordance with the terms of a Trust Indenture (the
“Indenture”) between the BASD Authority and Manufactuter’s and Traders Trust Company (the “Trustee”), as
trustee for the 2010 BASD Authotity Bonds. The balance of the 2005 Fixed Payer Swap, not terminated by the 2010
Bonds, was transferred to the 2010 BASD Authority Bonds via a Novation Agreement. The remaining balance of the
2005 Fixed Payer Swap relating to the 2010 Note is hereinafter referred to as the “2010 Fixed Payer Swap”. The 2010
Fized Payer Swap currently has an outstanding notional amount of $29,630,000 and has a final maturity date of
January 1, 2030, which is the final maturity date of the 2010 BASD Authority Bonds.

2011 Fixed Payer Swap” On November 22, 2003, through the Shippensburg Borough Authority (“SBA™), the
School District (on a future start basis) entered into an “interest rate management agreement” (“IRMA”), as defined
in the Debt Act, with JP Morgan Chase Bank, N.A. (“]P Morgan™), hereinafter teferred to as the “2007 SBA Fixed
Payer Swap”. The terms of the 2007 SBA Fixed Payer Swap called for the District, under a General Obligation Note
Series of 2007 (“2007 Note™) issued to SBA, to pay to JP Morgan a fixed rate of 3.774% and for JP Morgan to pay to
the District a vatiable rate of 68% of 1 Month LIBOR. The 2007 SBA Fixed Payer Swap was intended by the District
to manage interest rates and costs associated with the $40,000,000 Variable Rate Demand Revenue Bonds (Bethlehem
Area School District Project), Seties of 2007 (the “2007 SBA Bonds™) issued by the SBA.

On May 1, 2009, the District, through the BASD Authority, incorporated by the District, refunded and retired the
2007 SBA Bonds with the School Revenue Bonds (Bethlehem Area School District Refunding Project), Series of 2009
(“2009 BASD Authority Bonds™) in the amount of $40,280,000. The 2007 SBA Fixed Payer Swap was assigned to the
BASD Authority under the terms of a2 Novation Agreement.

On April 28, 2011, the District, through the BASD Authority, refunded and setired the 2009 BASD Authority Bonds
with its School Revenue Bonds (Bethlehem Area School District Refunding Project), Series of 2011 (2011 BASD
Authority Bonds™) in the amount of $40,470,000. The 2007 SBA Fixed Payer Swap, under the terms of an
amendment to the IRMA Confirmation, became associated with the 2011 BASD Authority Bonds and will heteinafter
be teferred to as the “2011 Fixed Payer Swap”. JP Morgan will still pay to the District a variable rate of 68% of 1
Month LIBOR and the District will pay to JP Mozrgan a fixed rate of 3.774%. The 2011 Fixed Payer Swap currently
has an outstanding notional amount of $39,980,000 and has a final matutity date of July 1, 2031 which is the final
tnaturity date of the 2011 BASD Authority Bonds.

o 2011A Fixed Paver Swap" See “Overview of Cutrent Transactions”
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Schedule 2B

Summary of Fixed Payer Swap Terminated by 2011 Bonds

Pxisting 2007 Fixed Payer

_h‘m:;_:
Maturity

Balance

Terminated Portion of 2007

WA Fived Paver Swe
Fixed Payer Swap LA ixea Payer Semp

Maturity Balwnce Maturity Balance

54 960 OOO

54 950 000

s

4945 100

54,940,000

754,235,000

54,930,000

925,00

51 ,880,000

48705 00D

45,360,000

BA5.000.

1 /1‘/2029
1/ 1'/2031i
=17 ‘I? 5

38,200,000

TG00
30 345 000
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Schedule 3
Summary of Fees Paid in Connection with the Partial Termination
and Transfer of the 2007 Fixed Payer Swap

Fees Paid
PFM Asset Management, LLC $40,000
Swap Advisor
Rhoads & Sinon LLP $40,000
Swap Counsel
King, Spty, Hetman, Freund & Faul, LLC $20,000
Solicitor
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Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

[08]

Principal
Date

1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030
1/1/2031
1/1/2032

TOTALS

(1) Por these purposes, 60% of 1-Month LIBOR + 0.346% assumed at 2.750%, received moathly
(2) For these pusposes, Fixed Swap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan

Schedule 4A
2011A Fixed Payer Swap
Estimated Periodic Scheduled Payments
3 4 5
Receive Pay
60% of 1-Month Fixed
Notional LIBOR + 0.346% (1) Swap Rate
2.750% 4.145%
29,840,000 (547,066.67) 824,578.67
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868,00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) . 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 (820,600.00) 1,236,868.00
29,840,000 {820,600.00) 1,236,868.00
29,840,000 (769,587.50) 1,159,978.25
26,130,000 (543,125.00) 818,637.50
13,370,000 (183,837.50) 277,093.25

(15,993,816.67)

24,107,043.67

@

Fiscal Year
Total

277,512.00
416,268.00
416,268.00
416,2G8.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
416,268.00
390,390,75
275,512.50

93,255.75

8,113,227.00
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Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

Schedule 4B
2011A Fixed Payer Swap
Maximum Periodic Scheduled Payments
2 3 4 5 6
Receive Pay
Principal 60% of 1-Month Fixed Fiscal Year
Date Dotional + 0.346% (1) Swap Rate (2) Toal
0.000% 4.145%
1/1/2012 29,840,000 0.00 824,578.67 824,578.67
1/1/2013 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2014 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2015 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2016 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2017 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2018 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2019 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2020 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2021 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2022 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2023 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2024 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2025 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2026 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2027 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2028 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2029 29,840,000 0.00 1,236,868.00 1,236,868.00
1/1/2030 29,840,000 0.00 1,159,978.25 1,159,978.25
1/1/201 26,130,000 0.00 818,637.50 818,637.50
1/1/2032 13,370,000 0.00 277,093.25 277,093.25
TOTALS 0.00 24,107,043.67 24,107,043.67

(1) For these purposes, 60% of 1-Month LIBOR + 0.346% assumed at 0.000%, received monthly
(2) For these purposes, Fixed Swap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan 10




8/15/2011 Board Meeting

1) Termination Risk*

Briet Definiton/Explanation

Risk that the School District is forced
to liquidate the Fixed Payer Swaps
when it owes a termination payment
to the Counterparty.

Schedule 5A
Risk Summary for 2011A Fixed Payer Swap

Risk Analvsis
Would require 2 payment default,
or bankruptcy by the School
District, or a reduction in the
School District’s credit rating
below threshold as defined in
ISDA document. See Schedule
5B for the potential termination
payments owed.

Exaumnple

See Schedule 5B for the potential
termination payments owed.

Mitigation

Good financial management, Monitor

the future.

may ncrease.

Shortfall between the interest rate Could result in a realized fixed School District’s vadable rate Good financial management, budget
2) Basis Risk** paid on underlying vatiable rate rate on the 2011A Fixed Payer bonds may trade at a higher rate contingency (L.e. Budget to a higher all-in
bonds and the floating rate received Swap that is higher than the received on the 2011 Fixed Payer fixed rate), and a Rate Stabilization and
on the 2011A Fixed Payer Swap. nominal rate in the contract. Swap. Improvement Fund.
Shortfall between the rate received on
the 2011A Fixed Payer Swap and the Could result in a realized fixed Good financial management, budget
3) Tax Risk** rate paid caused by a reduction in or rate on the 2011A Fixed Payer See Schedule 5C and 5D contingency (Le. Budget to a higher all-in
elimination of the benefit of the tax- Swap that is higher than the ) fixed rate), and a Rate Stabilization and
exemption of municipal bonds, e.g. a nominal rate in the contract. Improvement Fund.
tax cut.
Risk of a payment default on the Exposure that diminishes with . - .
4) Couaterparty Credit 2011A Fixed Payer Swap by the passage of time; requires See Schedule 5B for the potential v&.nnﬁna nwogno_.ﬁwniﬁ% N _.ﬁwr M_R&n
(Default) Risk Counterparty which results in an monitoring of Counterparty payments owed. Fmﬂmwwnw coniny wnﬂwm_%\h -
economic loss to the School Distdct credit catings. s
5) Liquidity Risk Hﬂwﬂuﬁw wﬂ.ﬂ%ﬁu“ﬂmmw&%ﬂwwwmmh WMMWMMMWMM Wm““qgﬁwwwﬂmwn Could increase overall cost of Prudently manage the School District’s
§ administeative fees. finances to maintain credit rating.

*Any lermination payment or swap cash outflows may need 1o fit under an inflationary index as defined in Act 1 that would restrict real estate tax increases.

** Note: Under the initial Index Mode of the 20114 BASD Authority Bonds, the District will be paying 68% of 1 Month LIBOR plus 0.75%, which would eliminate Tax
Risk and mitigate Basis Risk as it relates to the 20114 Fixed Payer Swap and 20114 BASD Authority Bonds. If the 20114 BASD Authority Bonds are remarketed into a
different mode or type of Floating Mode (i.e. SIFMA instead of LIBOR), then the District would retain Tax Risk and Basis Risk.

Interest Rate Management Plan
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Schedule 5B
Tetrmination Values
2011A Fixed Payer Swap

Interest Rate Management Plan 12
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Schedule 5C
Tax Risk: Present Value Analysis
2011A Fixed Payer Swap

Interest Rate Management Plan 13
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Interest Rate Management Plan

Schedule 5D
Tax Risk: Annual Cash Flows
2011A Fixed Payet Swap
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Fiscal Year
LEngding

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

Schedule 6A

2011A Fixed Payer Swap and the 2011A BASD Authority Bonds
Estimated Periodic Scheduled Payments

2 3 4 5 6 7 8
2011A BASD Authority Bonds 2011A Fixed Payer Swap
Pay Pay var Recetve Pay
Principal FRIN Base Index FRN Spread 60% of 1-Month Fixed
Date Esiosipal (6826 of 1 Month LIBOR) (1) (Cugenp), ) Notional LIBOR +0.346% (3) Swap Rate (4)
2.750% 0.750% 2.750%% 4.145%
1/1/2012 5,000 549,931.25 149,981.25 29,840,000 (547,066.67) 824,578.67
1/1/2013 5,000 824,793.75 224,943.75 29,840,000 (820,600.00) 1,236,868.00
1/1/2014 5,000 824,656.25 224.906.25 29,840,300 (820,600.00) 1.236,868.00
1/1/2015 5,000 824,518.75 224.868.75 29,840,000 (820,600.00) 1,236,868.00
1/1/2016 5,000 824,381.25 224,831.25 29,840,000 (820,600.00) 1,236,868.00
1/1/2017 5,000 824,243.75 224,793.75 29,840,000 (820,600.00) 1,236,868.00
1/1/2018 5,000 824,106.25 224,756.25 29,840,000 (820,600.00) 1,236,868.00
1/1/2019 5,000 823,968.75 224,718.75 29,840,000 (820,600.00) 1,236,868.00
1/1/2020 5,600 823,831.25 224,681.25 29,840,000 (820,600.00) 1,236,868.00
1/1/2021 5,000 823,693.75 224,643.75 29,840,001 {820,600.00) 1,236,868.00
1/1/2022 5,000 825,556.25 224,606.25 29,840,000 (820,600.00) 1,236,868.00
1/1/2023 5,000 823,418.75 224,568.75 29,840,000 (820,600.00) 1,236,868.00
1/1/2024 5,000 823,281.25 224,531.25 29,840,000 (820,600.00) 1,236,868.00
1/1/2025 5,000 823,143.75 224,493.75 20,840,000 (820,600.00) 1,236,868.00
1/1/2026 5,000 823,006.25 224,456.25 29,840,000 {820,600.00) 1,236,868.00
1/1/2027 5,600 822,868.75 224,418.75 29,840,000 (820,600.00) 1,236,868.00
1/1/2028 5,600 822,731.25 224381.25 29,840,000 (820,600.00) 1,236,868.00
1/1/2029 5,000 B22,593.75 224,343.75 29,840,000 {820,600.00) 1,236,868.00
1/1/203¢ 2,095,000 793,718.75 216,468.75 29,840,000 (769,587.50} 1,159,978.25
1/1/2031 13,620,000 §77,637.50 157,537.50 26,130,000 (543,125.00) §18,637.50
1/1/2032 14,195,000 195,181.25 53,231.25 13,370,000 (183,837.50% 277,093.25
TOTALS 30,000,000 16,119,262.50 4,396,162.50 (15,993,816.67) 24,107,043.67

(1) For these pusposes, FRN Base Index (68% of 1 Month LIBOR) assurned at 2.750%5, paid monthly
(2) For these purposes, FRN Spread (Current) assumed at 0.750%, paid monthly

(3) For these pusposes, 60% of 1-Month LIBOR + 0.346% assumed at 2.750%, received monthly

{4) For these purposes, Fixed $wap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan
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Fiscal Year
w;._m_

982,424.50
1,471,005.50
1,470,830.50
1,470,655.50
1,470,480.50
1,470,305.50
1,470,130.50
1,469,955.50
1,469,780.50
1,469,605.50
1,469,430.50
1,469,255.50
1,469,080.50
1,468,905.50
1,468,730.50
1,468,555.50
1,468,380.50
1,468,205.50
3,495,578.25
14,630,687.50
14,536,668.25

58,628,652.04
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Fiscal Year
Endiog

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031
6/30/2032

Principal
Daic

1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030
1/1/2031
1/1/2032

TOTALS

Schedule 6B
2011A Fixed Payer Swap and the 2011A BASD Authority Bonds
Maxinaum Petiodic Scheduled Payments

3 4 5 6 7 8
20114 BASD Authority Bonds 2011A Fixed Payer Swap
Pay Pay Pay | Receive Pay
FRN Base Index FRN Spread #5095 of 1-Month Fixed
Peinsipal (68% of { Mongh LIBOR) 1) (Cogent @) Notional LIBOR +0.346%, (3) Sivap Rate @)

25.000% 0.000% 4.145%

5,000 4,999,375.00 0.00 29,840,000 0.00 824,578.67
5,000 7,498,125.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,496,875.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,495,625.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,494,375.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,493,125.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,491,875.00 0.00 29,840,000 0.00 1,236,368.00
5,000 7,490,625.00 0.00 29,840,000 0.00 1,236,864.00
5,000 7,489,375.00 .00 29,840,000 .00 1,236,868.00
5,000 7,488,125.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,486,875.00 ¢.00 29,840,000 3.00 1,236,868.00
5,000 7,485,625.00 0.00 29,840,000 0.00 1,236,863.00
5,000 7.484.575.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,483,125.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,481,875.00 0.00 29,840,000 0.00 1,236,868.00
5,000 7,480,625.00 000 29,840,000 0.0¢ 1,236,868.00
5,000 7,479,375.00 .00 29,840,000 0.00 1,236,868.00
5,600 7,478,125.00 0.00 29,840,000 3.00 1,236,868.00
2,095,000 7,215,625.00 0.00 29,840,000 0.00 1,159,978.25
13,620,000 5,251,250.00 0.06 26,130,000 0.00 818,637.50
14,195,000 1,774,375.00 0.00 13,370,000 0.00 277,093.25
30,000,000 146,538,750.00 0.00 0.00 24,107,043.67

(1) For these pucposes, FRN Base Index (68%: of 1 Month LIBOR) sssumed at 25.000%5, paid monthly
(2) For these purposes, FRN Spread (Current) assumed 2t 0.000%, paid monthly

(3) For these purposcs, 60% of 1-Month LIBOR + 0.346% assumed at 0.000%, teceived monthly

(4) For these pusposes, Fixed Swap Rate assumed at 4.145%, paid monthly

Interest Rate Management Plan
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Fiscal Year

lotal

5,828,953.67
8,739,993.00
8,738,743.00
8,737,493.00
8,736,243.00
8,734,993.00
8,733,743.00
8,732,493.00
8,731,243.00
8,729,995.00
8,728,743.00
8,727,493.00
8,726,243.00
8,724,993.00
8,723,743.00
8,722,493.00
8,721,243.00
8,719,993.00
10,470,603.25
19,689,887.50
16,246,468.25

200,645,793.67
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---2003 Swaption---
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Briel Defimvon/Explananon

Schedule 7A

Risk Summary — 2003 Swaption

Risk Analvsis

Cxample

Mitigation

Would require a payment default,
or bankruptcy by the School
Risk that the School District is forced District, or a reduction in the
1) Tecmioation Risk* | to liquidate the 2003 Swaption when School District’s credit rating See Schedule 7B for the potential . .
) it oﬁm“nwﬂnnng&ony HMWMEE to the below threshold as defined in payments owed. R
Counterparty. ISDA document. See Schedule
7B for the potential payments
owed.
Risk that a reduction in or elimination Financial Advisor recommends
. of the beanefit of the tax-exemption of . . . . Sl establishing 2 Rate Stabilization &
2) Tax Risk" municipal bonds (e.g. 2 nm“v cut), Could HGMMFN»WO» rmum_unn el nﬁn&@ﬁm 1 rumvoh LS MB@BJRBRM Fund funded from any
increases the rate paid on the 2003 on the 2003 Swaption. DI B positive cash flow on the 2003 Swaption,
Swaption. Monitor.
Financial Advisor recommends
establishing a Rate Stabilization &

Risk that an adverse move in vagable

Risk that an adverse move in

Variable rate paid is higher than the

Improvement Fund funded from any

3) Interest Rate Risk rates increases the overall cost of | variable rates increases the overall fixed rate received
borrowing. cost of borrowing. i positive cash flow on the 2003 Swaption,
Monitor.
Risk of a payment defzult on the Exposure that diminishes with - L .
4) Counterparty Credit | 2003 Swaption by the Counterpacty passage of time; requires See Schedule 7B for the potential Saanl nos..unnnm.w\nhnw d,saa LR
Default) Risk which results in an economic loss to monitoring of Counterparty payments owed. raungs, Monitor
the School Distdct. credit ratings.

*Any termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act 1 that would restrict real estate tax increases.

Interest Rate Management Plan
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Interest Rate Management Plan

Schedule 7B
Termination Values
2003 Swaption
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Fiscal Yeac
Eading

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017

2003 Swaption and 2007A Bonds

Schedule 7C

Estimated Periodic Scheduled Payments

2 3 4 ) 6 7 8
2007A BONDS 2003 SWAPTION
Pay Pay Receive Pay
Principal Fixed Rate Tixed
Date Principal Rate Interest Notional Swap Rate SIFMA, (1)
3.280% 2.700%
9/1/2011 6,470,000 5.000% 1,775,000.00 38,735,000 (1,164,460.00) 958,500,00
9/1/2012 6,805,000 5.000% 1,443,125.00 32,265,000 (946,690.00) 779,287.50
9/1/2013 7,735,000 5.000% 1,079,625.00 25,460,000 (708,234.00) 582,997.50
9/1/2014 8,135,000 5.000% 682,875.00 17,725,000 (447,966.00) 368,752.50
9/1/2015 8,555,000 5.000% 265,625.00 9,590,000 (174,250.00) 143,437.50
9/1/2016 1,035,000 5.000% 25,875.00 1,035,000 (16,974.00) 13,972.50
TOTALS 38,735,000 5,272,125.00 (3,458,514.00) 2,846,947.50

1) For these oses, SIFMA assumed at 2.700%, paid semi-annuall
purp pat y

Interest Rate Management Plan

20

Tiiscal Year

£,039,100.05
8,080,722.55
8,689,388.55
8,738,661.55
8,789,812.55
1,057.873.55

43,395,558.80
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Fiscal Year
Ending

6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017

Schedule 7D
2003 Swaption and 2007A Bonuds
Maximum Periodic Scheduled Payments

2 3 4 5 6 7 ]
2007A BONDS 2003 SWAPTION

Pay Pay Receive Pay

Pdncipal Fixed Rate Fixed

Date Principal Rate Interest Notional Swap Rate SIFMA, (1)

3.280% 25.000%
9/1/2011 6,470,000 5.000% 1,775,000.00 38,735,000 (1,164,400.00) 8,875,000.00
9/1/2012 6,805,000 5.000% 1,443,125.00 32,265,000 {(946,690.00) 7,215,625.00
9/1/2013 7,735,000  5.000% 1,079,625.00 25,460,000 (708,234.00) 5,398,125.00
9/1/2014 8,135,000 5.000% 682,875.00 17,725,000 (447,966.00) 3,414,375.00
9/1/2015 8,555,000  5.000% 265,625.00 9,590,000 (174,250.00) 1,328,125.00
9/1/2016 1,035,000  5.000% 25,875.00 1,035,000 (16,974.00) 129,375.00
TOTALS 38,735,000 5,272,125.00 (3,458,514.00) 26,360,625.00

(1) For these purposes, SIFMA. assumned at max rate of 25.000%, paid semi-annually

Interest Rate Management Plan
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Ifiscal Year
Total

15,955,600.05
14,517,060.05
13,504,516.05
11,784,284.05
9,974,500.05
1,173,276.05

66,909,236.30




8/15/2011 Board Meeting

---2010 Fixed Payer Swap---
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Schedule 8A
Risk Summary ~ 2010 Fixed Payer Swap

Brict Detiniton/ Explanation Example Mitigation
Would require a payment default,
or bankruptey by the School
Risk that the School District is forced District, or a reduction in the
1) Termination Risk* to liquidate the 2010 Fixed Payer School Distdct’s credir rating See Schedule 8B for the potential . .
Swap when it owes 2 termination below threshold 2s defined in payments oéa&.m. Good finsncial managemtent, Monitor
payment to the Counterparty. ISDA document. See Schedule
8B for the potential payments
owed.
Shortfall between the interest rate Could result in a realized fixed School Distdct’s vaciable rate Good finandal management, budget
2) Basis Risk* paid on underlying variable rate rate on the 2010 Fixed Payer bonds may trade at a higher rate contingency (i.c. Budget to a higher all-in
bonds and the floating mate received Swap that is higher than the received on the 2010 Fixed Payer fixed rate), and a Rate Stabilization and
on the 2010 Fixed Payer Swap. nominal rate in the contract. Swap. Improvement Fund.
Shortiall between the rate received on
the 2010 Fized Payer Swap and the Could result in a cealized fixed Good financial management, budget
3) Tax Risk* rate paid caused by a reduction in or rate on the 2010 Fixed Payer See Schedule 8C and 8D contingency (L.e. Budget to a higher all-in
climination of the benefit of the tax- Swap that is higher than the ) fixed rate), and a Rate Stabilization 2nd
exemption of municipal bonds, e.g. 2 nominal rate in the contract. Improvement Fuad.
tax cut.
Risk of a payment default on the Exposuge that diminishes with Selected Counterparty with high credit
4) Counterparty Credit 2010 Fized Payer Swap by the passage of time; requires See Schedule 8B for the potential ratings and continually monitor those,
{Defanlt) Risk Couanterparty which results in an monitoring of Counterparty payments owed. Interest Rate Management Plan / Monitor
economic loss to the School District. credit ratings.
Inability to renew or replace Liquidity | Replacement Liquidity Bank can . - S
5) Liquidity Risk Bank or that the liquidity fees will | genecally be located, but price e B MMM.%
increase in the future. may increase.

* Any termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act 1 that would restrict real estate tax increases.

Interest Rate Management Plan
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Schedule 8B
Termination Values
2010 Fixed Payer Swap
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Interest Rate Management Plan

Schedule 8C
Tax Risk: Present Value Analysis
2010 Fixed Payer Swap
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Interest Rate Management Plan

Schedule 8D
Tax Risk: Annual Cash Flows
2010 Fixed Payer Swap
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Fiscal Year
Eadiog

6/30/2011
6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
§/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030

Peincipal
Dase

17172011
1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030

TOTALS

Estimated Periodic Scheduled Payments

Schedule 8E
2010 Fixed Payer Swap and 2010 BASD Authority Boods

3 4 5 6 7 8
2010 BASD Authority Bonds 2010 Fixed Payer
Day Pay Pay Receive Pay
FRN Base Index FRN Spread 60%a of 1-Month Fixed
Principal (SIFMA) (1) (Cugren Estignte). (2) Notional +0.345% (3) Swap Rate (4)

2.700% 1.500% 2.750% 3.900%
5,000 809,932.50 449,962.5Q 29,630,000 (814,825.00) 1,155,570.00
5,000 809,797.50 449,887.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,662.50 449,812.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,527.50 449,737.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,392.50 449,662.50 29,630,000 (814,825.00) £,155,570.00
5,00 809,257.50 449,587.50 29,630,000 (814,825.00) 1,155,570.00
5,000 809,122.50 449,512.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,987.50 449,437.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,852.50 449,362.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,717.50 449,287.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,582.50 449,212.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,447.50 449,137.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,312.50 449,062.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,177.50 448,987.50 29,630,000 (814,825.00) 1,155,570.00
5,000 808,042.50 448,912.50 29,630,000 (814,825.00) 1,155,570.00
5,000 807,907.50 448,837.50 29,630,000 (B14,825.00) 1,155,570.00
6,705,000 717,322.50 398,512.50 29,630,000 (722,356.25) 1,024,432.50
7,150,000 530,280.00 294,600.00 22,905,000 (529,512.50) 750,945.00
7,620,000 330,885.00 183,825.00 15,605,000 (324,225.00) 459,810.00
8,445,000 114,007.50 63,337.50 7,975,000 (109,656.25) 155,512.59

30,000,000 14,635,215.00 8,130,675.00 (14,722,950.00) 20,879,820.00

(1) For these purposes, FRN Base Index (SIFMA) assumed at 2.700%, paid monthly

(2) For these purposes, 'RN Spread (Current Estimate) assumed at 1.500%, paid monthly
(3) For these purposes, 66% of 1-Month LIBOR + 0.345% assurned at 2.750%, received monthly
(4) Fox these purposes, Fixed Swap Rate assumed at 3.900%, paid monthly

Interest Rate Management Flan
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fiiscal Year
ol

1.605,640.00
1,605,43.00
1,605,220.00
1,605,010.00
1,604,800.00
1,604,590.00
1,604,380.00
1,604,170.00
1,603,960.00
1,603,750.00
1,603,540.00
1,603,330.00
1,603,120.00
1,602,910.00
1,602,700.00
1,602,490.00
8,122,911.25
8,196,312.50
8,270,295.00
8,668,201.25

58,922,760.00
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Fiscal Year

Ending

6/30/2011
6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030

Principal
Date

1/1/2011
1/1/2012
1/1/2013
1/1/2014
1/1/2015
1/1/2016
1/1/2017
1/1/2018
1/1/2019
1/1/2020
1/1/2021
1/1/2022
1/1/2023
1/1/2024
1/1/2025
1/1/2026
1/1/2027
1/1/2028
1/1/2029
1/1/2030

TOTALS

Schedule 8F
2010 Fixed Payer Swap and 2010 BASD Authority Bonds
Maximum Periodic Scheduled Payments

3 4 5 6 7
2010 BASD Authority Bonds 2010 Fixed Payer
Pay Pay Receive Pay
2010 BASD 60°% of 1-Month Fixed
Principal Authority Max Rate (1) Notional LIBOR +0.345% (2) Swap Rate (3)
12.000% 0.000% 3.900°%
5,000 3,599,700.00 29,630,000 0.00 1,155,570.00
5,000 3,599,100.00 29,630,000 0.00 1,155,570.00
5,000 3,598,500.00 29,630,000 0.00 1,155,570.00
5,000 3,597,900.00 29,630,000 0.00 1,155,570.00
5,000 3,597,300.00 29,630,000 0.00 1,155,570.00
5,000 3,596,700.00 29,630,000 0.0C 1,155,570.00
5,000 3,596,100.00 29,630,000 0.00 1,155,570.00
5,000 3,595,500.00 29,630,000 0.00 1,155,570.00
5,000 3,594,900.00 29,630,000 0.00 1,155,570.00
5,000 3,594,300.00 29,630,000 0.00 1,155,570.00
5,000 3,593,700.00 29,630,000 0.00 1,155,570.00
5,000 3,593,100.00 29,630,000 0.00 1,155,570.00
5,000 3,592,500.00 29,630,000 0.00 1,155,570.00
5,000 3,591,900.00 29,630,000 Q.00 1,155,570.00
5,000 3,591,300.00 29,630,000 0.00 1,155,570.00
5,000 3,590,700.00 29,630,000 0.00 1,155,570.00
6,705,000 3,188,100.00 29,630,000 0.00 1,024,432.50
7,150,000 2,356,800.00 22,905,000 0.00 750,945.00
7,620,000 1,470,600.00 15,605,000 0.00 459,810.00
8,445,000 506,700.00 7,975,000 0.00 155,512.50
30,000,000 65,045,400.00 0.00 20,879,820.00

(1) For these purposes, 2010 BASD Authority Max Rate assumed at 12.000%, paid monthly
(2) For these putposes, 60% of 1-Mounth LIBOR + 0.345% assumed at 0.000%, received monthly
(3) For these purposes, Fixed Swap Rate assumed at 3.900%, paid monthly

Interest Rate Management Plan
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Fiscal Year
‘otal

4,760,270.00
4,759,670.00
4,759,070.00
4,758,470.00
4,757,870.00
4,757,270.00
4,756,670.00
4,756,070.00
4,755,470.00
4,754,870.00
4,754,270.00
4,753,670.00
4,753,070.00
4,752,470.00
4,751,870.00
4,751,270.00
10,917,532.50
10,257,745.00
9,550,410.00
9,107,212.50

115,925,220.00
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Briet Definition/ Explanation

Schedule 9A
Risk Summary — 2011 Fixed Payer Swap

Risk Analvsis

FExampie

Mitgation

elimination of the benefit of the fax-
exemption of municipal bonds, e.g. a

Swap that is higher than the
nominal rate in the contract.

Would require a payment default,
or bankruptcy by the School
Risk that the School Distdct is forced District, or a reduction in the
1) Tecmination Risk* to liquidate the 2011 Fized Payer School District’s credit rating See Schedule 9B for the potential . :
Swap when it owes a termination below threshold as defined in payments owed. Good financial management, Monitor
payment to the Counterparty. ISDA docurnent. See Schedule
9B for the potential payments
owed.
Shostfall between the interest rate Could result in a realized fixed School Distdct’s variable rate Good financial management, budget
2) Basis Risk** paid on underlying varable rate rate on the 2011 Fixed Payer bonds may trade at a higher rate contingency (i.e. Budget to a higher all-in
bonds and the floating rate received Swap that is higher than the sreceived on the 2011 Fizxed Payer fixed rate), and a Rate Stabilization and
on the 2011 Fixed Payer Swap. nominal rate in the contract. Swap. Improvement Fund.
Shortfall between the rate received on
the 2011 Pixed Payer Swap and the Could result in a realized fixed Good financial management, budget
3) Tax Risk*™* rate paid caused by a reduction in or rate on the 2011 Fixed Payer See Schedule 9C and 9D contingency (Le. Budget to a higher all-in

fixed rate), and a Rate Stabilization and
Improvement Fund.

tax cut.
Risk of a payment default on the Exposure that diminishes with Selected Counterparty with high credit
4) Counterparty Credit 2011 Fized Payer Swap by the passage of time; requires See Schedule 9B for the potential ratings and continually monitor those,
(Default) Risk Counterparty which results in an monitoring of Counterparty paymeats owed. Interest Rate Management Plan / Monitor

economic loss to the School Distdct. credit ratings.

Inability to renew or replace Liquidity | Replacement Liquidity Bank can . 8 S

Ly Tk | Bankoc ok eyl | oy o b e | CoUeme vl cosof | Pty g e S D
increase in the future. may increase.

*4 sy termination payment or swap cash outflows may need to fit under an inflationary index as defined in Act 1 that would restrict real estate tax increases.

*% Note: Under the initial Index Mode of the 2011 BASD Authority Bonds, the District will be paying 68% of 1 Month LIBOR plus 0.75%, which would eliminate Tax
Risk and mitigate Basis Risk as it relates 1o the 2011 Fixed Payer Swap and 2011 BASD Authority Bonds. If the 2011 BASD Authority Bonds are remarketed into a
different mode or type of Floating Mode (i.e. SIFMA instead of LIBOR), then the District would retain Tax Risk and Basis Risk

Interest Rate Management Plan

30




8/15/2011 Board Meeting

Interest Rate Management Plan

Schedule 9B
Tetrmination Values
2011 Fixed Payer Swap
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Interest Rate Management Plan

Schedule 9C
Tax Risk: Present Value Analysis
2011 Fixed Payer Swap
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Schedule 9D
Tax Risk: Annual Cash Flows
2011 Fixed Payet Swap
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Fiscal Year
Ending

6/30/2011
6/30/2012
6/30/2013
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/36/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022
6/30/2023
6/30/2024
6/30/2025
6/30/2026
6/30/2027
6/30/2028
6/30/2029
6/30/2030
6/30/2031

Schedule 9E

2011 Fixed Payet Swap and 2011 BASD Authority Bonds

Estimated Petiodic Scheduled Payments

2 3 4 5 6 7 8
2011 BASD Authority Bonds 2011 Fixed Paver
Pay Pay Pay Reczive Pay
Principal FRIN Base Index FRN Spread 68% of Fixed
Datel Rrincipal (682 of § Month LIBOR) (1) (Qurrent Bstimate) (%) Notional  1-Month LIBOR. (3) Swap Rate (4)

2.750% 0.750% 2.750% 3.774%

T/1/2011 5,000 188,578.96 51,430.63 39,985,000 (1,099,587.50) 1.509,133.90
7/1/2012 5,000 1,112,787.50 303,487.50 39,980,000 (1,099,450.00) 1,508,845.20
7/1/2013 5,000 1,112,650.00 303,450.00 39,975,000 (1,099,312.50) 1,508,656.50
7/1/2014 5,000 1,112,512.50 303,412.50 39,970,000 {1,099,075.00) 1,508,467.80
7/1/2015 5,000 1,112,375.00 303,375.00 39,965,000 (1,899,037.50) 1,508,279.10
7/1/2016 5,000 1,112,237.50 303,337.50 39,960,000 (1,098,900.00) 1,508,090.40
7/1/2017 5,000 1,112,100.00 303,300.00 39,955,000 (1,098,762.50) 1,507,901.70
7/1/2018 5,000 1,111,962.50 303,262.50 39,950,000 (1,098,625.00) 1,507,713.00
T/1/2019 5,000 1,111,825.00 303,225.00 39,945,000 (1,098,487.50) 1,507,524.30
7/1/2020 5,000 1,111,687.50 303,187.50 39,940,000 (1,098,350.00) 1,507,335.60
7/1/2021 5,000 1,111,550.00 303,150.00 39,935,000 (1,098,212.50) 1,507,146.90
T/1/2022 1,310,000 1,111,412.50 303,112.50 39,930,000 (1,098,075.00) 1,506,958.20
T/1/2023 1,365,000 1,075,387.50 293,287.50 36,595,000 (1.006,362.50) 1,381,095.30
7/1/2024 1,925,060 1,037,850.00 283,050.00 33,130,000 (911,075.00) 1,250,326.20
7/1/2025 2,010,000 984,912.50 268,612.50 29,525,000 (811,937.30) 1,114,273.50
7/1/2026 4,775,000 929,637.50 253,537.50 25,775,000 (708,812.50) 972,748.50
7/1/2027 4,990,000 798,325.00 217,725.00 21,880,000 (601,700.00) 825,751.20
7/1/2028 5,205,000 661,100.60 180,300.00 17,830,000 (490,325.00) 672,904.20
7/1/2029 5,950,000 517,962.50 141,262.50 13,625,000 (374,687.50) 514,207.50G
T/1/2030 6,250,000 354,337.50 96,637.50 9,255,000 (254,512.50) 349,283.70
T/1/2031 6,635,000 182,462.50 49,762.50 4,715,000 (129,662.50) 177,944.10
TOTALS 40,470,000 18,963,653.96 5,171,905.63 (18,475,050.00) 25,354,486.80

(1) For these purposes, FRN Base Index (68% of 1 Month LIBOR) assumed at 2.750%, paid monthly
(2) For these purposes, FRN Spread (Current Estimate) assumed at 0.750%5, paid monthly

(3) For these purposes, 68% of 1-Month LIBOR assumed at 2.750%, received monthiy

(4) For these pusposes, L'ixed Swap Rate assumed at 3.774%, paid monthly
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Fiscal Year

Toml

654,455.98
1,830,670.20
1,830,444.00
1,850,217.80
1,829,991.60
1,829,765.40
1,829,539.20
1,829,313.00
1,829,086.80
1,828,860.60
1,828,634.40
3,133,408.20
3,108,407.80
3,585,151.20
3,565,861.00
6,222,111.00)
6,230,101.20
6,228,979.20
6,748,745.0K)
6,795,746.20
6,915,506.60

71,484,996.38
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Schedule 9F

2011 Fixed Payet Swap and 2011 BASD Authority Bonds
Maximum Periodic Scheduled Payments

1 2 3 4 5 6 7 8
2011 BASD Authority Bonds 2011 Fixed Payer
Pay Pay Receive Pay
Fiscal Year Prncipal 2011 BASD 68% of lixed liscal Yeac
Eading Datg Drincipal Auchority Max Rate (1) Notional  1I-Month LIBOR (2) Swap Rate (3) Jdogal
25.000% 0.000% 3.774%

6/30/2011 7/1/2011 5,000 1,714,354.17 39,985,000 0.00 1,509,033.9¢ 3,228,388.07
6/30/2012 7/1/2012 5,000 10,116,250.00 39,980,000 0.00 1,508,845.20 11,630,095.20
6/30/2013 7/1/2013 5,000 10,115,000.00 39,975,000 0.00 1,508,656.50 11,628,656.50
6/30/2014  7/1/2014 5,000 10,113,750.00 39,970,000 0.00 1,508,467.80 11,627,217.80
6/30/2015 7/1/2015 5,000 10,112,500.00 39,965,000 0.00 1,508,279.10 11,625,779.10
6/30/20616 7/1/2016 5,000 10,111,250.00 39,960,000 0.00 1,508,090.40 11,624,340.40
6/30/2017 7/1/2017 5,000 10,110,000.00 39,955,000 0.00 1,507,901.70 11,622,901.70
6/30/2018 7/1/2018 5,000 10,108,750.00 39,950,000 0.00 1,507,713.00 11,621,463.00
6/30/2019 7/1/2019 5,000 10,167,500.00 39,945,000 0.00 1,507,524.30 11,620,024.30
6/30/2020 7/1/2020 5,000 10,106,250.00 39,940,000 0.00 1,507,335.60 11,618,585.60
6/30/2021 7/1/2021 5,000 10,105,000.00 39,935,000 0.00 1,507,146.90 11,617,146.90
6/30/2022 7/1/2022 1,310,000 10,103,750.00 39,930,000 0.00 1,506,958.20 12,920,708.20
6/30/2023 7/1/2023 1,365,000 9,776,250.00 36,595,000 0.00 1,381,095.30 12,522,345.30
6/30/2024 7/1/2024 1,925,000 9,435,000.00 33,130,000 0.00 1,250,326.20 12,610,326.20
6/30/2025 7/1/2025 2,010,000 8,953,750.00 29,525,000 0.00 1,114,273.50 12,078,023.50
6/30/2026 7/1/2026 4,775,000 8,451,250.00 25,775,000 0.00 972,748.50 14,198,998.50
6/30/2027 7/1/2027 4,990,000 7,257,500.00 21,880,000 0.00 825,751.20 13,073,251.20
6/30/2028 7/1/2028 5,205,000 6,010,000.00 17,830,000 0.00 672,904.20 11,887,904.20
6/30/2029 7/1/2029 5,950,000 4,708,750.00 13,625,000 0.00 514,207.50 11,172,957.50
6/30/2030 7/1/2030 6,250,000 3,221,250.00 9,255,000 0.00 349,283.70 9,820,533.70
6/30/2031 7/1/2031 6,635,000 1,658,750.00 4,715,000 0.00 177,944.10 8,471,694.10

TOTALS 40,470,000 172,396,854.17 0.00 25,354,486.80 238,221,340.97

(1) For these purposes, 2011 BASD Authority Max Rate assumed at 25.000%%, paid monthly
(2) For thesc purposes, 68%¢ of 1-Month LIBOR assumed at 0.000%, received monthly
(3) For these purposes, Fixed Swap Rate assumed at 3.774%, paid monthly
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FORM OF FIRST AMENDMENT TO SWAP CONFIRMATION




(Local Currency—Single Jurisdictton)

ISDA.

Intemnutional Swap Dealers Association, Inc.

MASTER AGREEMENT

dated as of December 8, 2003

MORGAN STANLEY CAPITAL and BETHLEHEM AREA SCHOOL
SERVICES INC, DISTRICT

have entered and/or anticipate entering into one or more transactions (each a “Transaction”) that are or will
be governed by this Master Agreement, which includes the schedule (the “Schedule”), and the documents
and other confirming evidence (each a "Confirmation”) exchanged between the parties confirming those
Transactions.

Accordingly, the parties agree as follows:
1. Interpretation

(a) Definitions. The terms defined in Section 12 and in the Schedule will have the meanings therein
specified for the purpose of this Master Agreement.

() Inconsistency. In the event of any inconsistency between the provisions of the Schedule and the
other provisions of this Master Agreement, the Schedule will prevail. In the event of any inconsistency
between the provisions of any Confirmation and this M aster A greement (including the S chedule), such
Confirmation will prevail for the purposes of the relevant Transaction.

() Single Agreement. All Transactions are entered into in reliance on the fact that this Master
Agreement and all Conficmations form a single agreement between the parties (collectively referred to as
this “Agreement”), and the partics would not otherwise enter into any Transactions.

2. Obligations
(a) General Conditions.

() Each party will make cach payment or delivery specified in each Confirmation to be made by
it, subject to the other provisions of this Agreement.

(ii) Payments under this Agreement will be made on the due date for value on that date in the place
of the account specified in the relevant Confirmation or otherwise pursuant to this Agreement, in
freely transferable fundsand in themannercustomary for payments in therequired currency. Where
settlement is by delivery (that is, other than by payment), such delivery will be made for receipt on
the due date in the manner customary for the relevant obligation unless otherwise specified in the
relevant Confirmation or elsewhere in this Agreement.

(iii) Each obligation of each party under Section 2(a)(i)} is subject to (1) the condition precedent
that no Bvent of Default or Potential Event of Default with respect to the other party has occurred
and is continuing, (2) the ¢ ondition precedent that no Early Termination Date in respect of the
relevant Transaction has occumred or been effectively designated and (3) each other applicable
condition precedsnt specified in this Agreement.
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()  Change of Account. Either party may changp its account for receiving a payment or delivery by
giving notice to the other party at least five Local Business Days prior to the scheduled date for the payment
or delivery to which such change applies unless such other party gives timely notice of a reasonzble objection
to such change.

{c) Netting, 1f on any date amounts would otherwise be payable: —
(i) in the same currency; and
(i) in respect of the same Transaction,

by each party to the other, then, on such date, cach party’s obligation to meke payment of any such amount
will be automatically satisfied and discharged and, if the aggregate amount that would otherwise have been
payable by one party cxceeds the aggregate amount that would otherwise have been payable by the other
party, replaced by an obligation upon the party by whom the larger aggregate amount would have been
payable to pay to the other party the excess of the larger aggregate amount over the smaller aggrogate amount.

The parties may eleot in respect of two or more Transactions that a net amount will be determined In respsct
of al] amounts payable on the same date in the same currency in respect of such Transactions, regardless of
whether such amounts are payable in respect of the same Transaction. The slection may be made in the
Schedule or a Confirmation by specifying that subparagraph (ii) above will not apply to the Transactions
identified as being subject to the election, together with the starting date (in which casa subparagraph (ii)
above will not, or will cease to, apply to such Transactions from such date). This election may be made
separately for different groups of Transactions and will apply separately to each pairing of branches or offices
through which the parties make and receive payments or deliveries.

(d)  Defauls Interest; Other Amounts. Prior to the occurrence or effective designation of an Early
Termination Date in respect of the relevant Transaction, a party that defauits in the performance of any
payment obligation will, to the extent permitted by law and subject to Section 6(c), be required to pay interest
(before as well as after judgment) on the overdue amount to. the other party on demand in the same currency
as such overdus amount, for the period from (and including) the original due date for payment to (but
excluding) the date of actual payment, at the Default Rate. Such interest will be calculated on the basis of
daily compounding and the actual number of days elapsed. [f, prior 1o the occurrence or effective designation
of an Early Termination Date in respect of the relevant Trangaction, a party defaults in the performance of
any obligation required to be settfed by defivery, it will compensate the other party on demand if and to the
extent provided for in the relevant Confirmation or elsewhere in thig Agreement.

3. Representations

Each party represents to the other party (which representations will be deemed to be repeated by each party
on each date on which a Transaction is entered intc) that:—

(a) Basic Representations.

(i) Status. It is duly organiscd and validly existing under the laws of the jurisdiction of its
organisation or incorporation and, if refevant under such laws, in good standing;

(i) Powers. It has the power to execute this Agreement and any other documentation relating to
this Agreement to which it is a party, to deliver this Agreement and any other documentation relating
to this Agreement that it is required by this Agreement to deliver and to perform its obligations
under this Agreement and any obligations it has under any Credit Support Document to which it is
a party and has taken all necessary action to authorise such sxecution, defivery and performance;

(i) Mo Violatlon or Conflict. Such execution, delivery and performance do not violate or conflict
with any law applicable to it, any provision of it8 constitutional documents, any order or judgment
of any court or other agency of government applicable to it or any of its assets or any contractual
restriction binding on or affecting it or any of its assets;
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(iv) Consents. All governmental and other consents that are required to have been obtained by it
with respect to this Agreement or any Credit Support Document to which it is a party have been
obtained and are in full force and effect and all conditions of any such consents have been complied
with; and

(v) Obligations Binding. Its obligations under this Agreement and any Credit Support Document
to which it i3 a party constitute its legal, valid and binding obligations, enforceable in accordance
with their respective terms (subject to applicable bankruptey, reorganisation, insolvency,
moratorium or similar laws affecting creditors’ rights generally and subject, as to enforcenbility, to

cquitable principles of general application (regardless of whether enforcement is sought in a
proceeding in equity or at law)).

b Absencs of Certain Events. No Event of Default or Potential Event of Default or, to its knowledge,
Termination Event with respect to it has occurred and is continuing and no such event or circumstance would

oceur as a regult of ifs entering into or performing its obligations under this Agreement or any Credit Support
Document to which it is a party.

(o) Absence of Litigation. There is not pending or, to its knowledge, threatened against it or any of its
Affiliates any action, suit or procceding at law or in equity or befors any court, tribunal, governmental body,
agency or official or any arbitrator that is likely to affect the legality, validity or enforcesbility against it of
this Agreement or any Credit Support Document to which it is a party or its ability to perform its obligations
under this Agreement or such Credit Support Document.

(d) Accaracy of Specified information. All applicable (nformation that is furnished in writing by or on
behalf of it to the other party and is identified for the purpose of this Section 3(d) in the Schedule is, as of
the date of the information, true, accurate and complete in every material respect.

4. Agreements

Each party agrees with the other that, so long as either party has or may have any obligation under this
Agreemeat or under any Credit Support Document to which it is a party:—

() Furnish Specified Information. It will deliver to the other party any forms, documents or
certificates specified in the Schedule or any Confirmation by the date specified in the Schedule or such
Confirmation or, if none is specified, as soon as reasonably practicable.

(b) Muintain Authorisations. It will use all reasonable efforts to maintain in full force and effect all
consents of any governmental or other suthority that are required to be obtained by it with respect to this
Agreement or any Credit Support Document to which it i3 a party and will use all reasonable efforts to obtain
any that may become necessary in the future,

(c) Comply with Laws. it will comply in all material respects with all applicable laws and orders to
which it may be subject if failure so to comply would materially impair its ability to perform ils abligations
under this Agreement or any Credit Support Document to which it is a party.

5. Events of Default and Termination Events

(2) Events of Defauit. The occurrence at any time with respect to a party or, if applicable, any Credit
Support Provider of such party or any Specified Entity of such party of any of the following cvents constitutes
an event of default (an “Event of Default™) with respect to such party:—

(i Failure to Pay or Deliver. Failure by the party to make, when due, any payment under this
Agreement or delivery under Section 2(3)(i) or 2(d) required to be made by it if such failure is not
remedied on or before the third Local Business Day after notice of such failure is given to the party;

@iy Breach of Agreement. Failure by the party to comply with or perform any agreement or
obligation (other than an obligation to make any payment under this Agreement or delivery under
Section 2(a)(i} or 2(d} or to give notice of a Termination Event) to be complied with or performed
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by the party in accordance with this Agreement if such failure is not remedied on or before the
thirticth day after notice of such failure is given to the party;

(ili) Credit Support Default.

{1) Failure by the party or any Credit Support Provider of such party to comply with or
perform any agreement or obligation to be complied with or performed by it in accordance
with any Credit Support Document if such failure is continuing after any applicable grace
period has elapsed;

(2) the expiration or termination of such Credit Support Document or the failing or ceasing
of such Credit Support Document ta be in full force and effect for the purpose of this Agreement
(in either case other than in accordance with its terms) prior to the satisfaction of all obligations
of such party under each Transaction to which such Credit Support Document relates without
the writterl consent of the other party; or

(3) the party or such Credit Support Provider disaffirms, disclaims, repudiates or rejects, in
whole or in part, or challenges the validity of, such Credit Support Pocument;

(iv) Misrepresentation. A representation made or repeated or deemed to have been made or
repeated by the party or any Credit Support Provider of such party in this Agreement or any Credit
Support Document proves to have been incorrect or misteading in any material respect when made
or repeated or deemed to have been made or repeated,

(v) Default under Specified Transaction. The party, any Credit Support Provider of such party or
any applicable Specified Entity of such party (1) defaults under a Specified Transaction and, after
giving offect to any applicable notice requirement or grace period, there occurs a liquidation of, an
acceleration of obligations under, or an carly termination of, that Specified Transaction, (2) defaults,
after giving effect to any applicabie notice requirement or grace petiod, in making any payment or
delivery due on tho-last payment, delivery or exchange date of, or any payment on carly termination
of, a Specified Transaction (or such default continues for at least three Local Business Days if there
is no applicable notice requirement or grace period) or (3) disaffirms, disclaims, repudiates or
rejects, in whole or in part, a Specified Transaction (or such action is taken by any person or entity
appointed or empowered to operate it or act on its behalf);

(vi) Cross Defanit. If “Cross Default” is specified in the Schedule as applying to the party, the
occurrence or existence of (1) a default, event of default or other similar condition or event (however
described) in respect of such party, any Credit Support Provider of such party or any applicable
Specified Entity of such party under one or more agreements or instruments relating to Specified
[ndebtedness of any of them (individually or colfectively) in an aggregate amount of not less than
the applicable Threshold Amount (as specified in the Schedule) which has resulted in such Specified
Indebtedness becoming, or becoming capable at such time of being declared, due and paysble under
such agresments or instruments, before it would otherwise have been due and payable or (2) a default
by such party, such Credit Support Provider or such Specified Entity (individually or collectively)
in maldng one or more payments on the due date thereof in an aggregate amount of not less than the
applicable Threshold Amount under such agreements or instruments (after giving effect to any
applicable notice requirement or grace period);

(vii) Bankruptcy. The perty, any Credit Support Provider of such party or any applicable Specified

Entity of such party:—
(1) is dissolved (other than pursuant to a consolidation, amalgamation or merger); (2) becomes
insolvent or is unable to pay its debts or fails or admits in writing its inability generally to pay
its debts as they become due; (3) makes a general agsignment, arrangement or composition
with or for the benefit of its creditors; (4) (nstitutes or has instituted against it a proceeding
seeking a judgment of insolvency or bankruptcy or any other relief under any bankruptey or
insolvency law or other similar law affecting creditors’ rights, or a petition is presented for its
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winding-up or liquidation, and, in the case of any such proceeding or petition instituted or
presented against it, such proceeding or petition (A) results in a judgment of insolvency or
bankruptcy or the entry of an order for relief or the making of an order for its winding-up or
liquidation or (B) is not dismissed, discharged, stayed or restrained in each cass within 30 days
of the institution or presentation thereof; (5) has a resolution passed for its winding-up, official
menagement or liquidation (other than pursuant to a consolidation, amalgamation or merger);
(6) seeks or becomes subject to the appointment of an administrator, provizional liquidator,
conservator, receiver, trustee, custodian or other similar official for it or for all or substantially
all its assets; (7) has 2 secured party take possession of all or substantially all its assets or has
a distress, exccution, attachment, sequestration or other legal process levied, enforced or sued
on or against all or substantially all its assets and such secursd party maintains possession, or
any such process is not dismissed, discharged, stayed or restrained, in each case within 30 days
thereafter; (8) causes or is subject to any event with respect to it which, under the applicable
laws of any jurizdiction, has an analogous cffect to any of the events specified in clauses (1)
to (7) (inclusive); or (9) takes any action in furtherance of, or indicating its consent to, approval
of, or acquiescence in, any of the foregoing acts; or

(viii) Merger Without Assumption. The party or any Credit Support Provider of such party
consolidates or amalgamates with, or merges with or into, or iransfers all or substantially all its assets
to, another entity and, at the time of such consolidation, amalgamation, merger or transfer: —

(1) the rezulting, surviving or transferee entity fails to assume all the obligations of such party
or such Credit Support Provider under this Agreement or any Credit Support Document to
which it or its predecessor was a party by operation of law or pursuant to an agreement
reasonably satisfactory to the other party to this Agreement; or

(2) the benefits of any Credit Support Document fail to extend {without the consent of the
other party) to the performance by such resulting, surviving or transferee entity of its
obligations under this Agreement.

(b) Termination Events. The occurrence at any time with respect to a party or, if applicable, any Credit
Support Provider of such party or any Specified Entity of such party of any event specified below constitutes
an Illegality if the event is specified in (i) below, and, if specified to be applicable, a Credit Event Upon

Merger if the event is specified pursuant to (ii) below or an Additional Termination Event if the event is
specified pursusnt to (iii) below:—

(i) Illegality. Due to the adoption of, or any change in, any applicable law after the date on which
a Transaction is entered into, or due to the promulgation of, or any change in, the interpretation by
any court, tribunal or regulatory anthority with competent jurisdiction of any applicable law after
such date, it becomes unlawful (other than as a result of a breach by the party of Section 4(b)) for
such party (which will be the Affected Party):—

(1) to perform any absolute or contingent obligation to make a payment or delivery or to
receive a payment or delivery in respect of such Transaction or to comply with any other
material provision af this Apreement relating to such Transaction; or

{2) to perform, or for &ny Credit Support Provider of such party to perform, any contingent
or other obligation which the party (or such Credit Support Provider) has under any Credit
Support Document relating to such Transaction;

(iiy Cradit Event Upon Merger. If “Credit Event Upon Merger” is specified in the Schedule as applying
to the party, such party (X"}, any Credit Support Provider of X or any applicable Specified Entity of X
consolidates ot amalgamates with, or merges with or into, or transfers all or substantially all its assets
to, another entity and such action does not constitute an event described in Section 5(a)(viii) but the
creditworthiness of the resulting, surviving or transferee entity is materially weaker than that of X, such
Credit Support Provider or such Specified Entity, as the case may be, immediately prior to such action
(and, in such event, X or its successor or transferee, as appropriate, will bs the Affected Party); or
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(ifi) Additlonaé Termination Event. If any “Additional Termination Event” is specified in the
Schedule or any Confirmation as applying, the occurrence of such event (and, in such event, the
Affected Party or Affected Parties shall be as specified for such Additional Termination Event in
the Schedule or such Confirmation).

(c)  Event of Default and Illegality. If an event or circumstance which would otherwise constitute or
give rise to an Event of Default also constitutes an [llegality, it will be treated as an Hiegality and will not
constitute an Event of Default.

6. Early Termination

(&)  Right to Terminate Following Event of Default. If at sny lime an Event of Defanit with respect to
a party (the “‘Defaulting Party”) has occurred and is then continuing, the other party (the “Non-defaulting
Party'™) may, by not mors than 20 days notice to the Defaulting Party specifying the relevant Bvent of Default,
designate a day not earlier than the day such notice is effective as an Barly Termination Date in respect of
all outstanding Transactions. If, however, “Automatic Early Termination” is specified in the Schedule as
applying to a party, then an Early Termination Date in respect of all outstanding Transactions will occur
immediately upon the occurrence with respect to such party of an Event of Default specified in
Section 5(a)(vii)X1), (3), (5), (6) or, to the extent analogous thereto, (8), and as of the time immediately
proceding the institution of the relevant proceeding or the presentation of the relevant petition upon the
occurrence with respect to such party of an Event of Default specified in Section 5(a)(vii}(4) or, to the extent
analogous thereto, (8).

(b)  Right to Terminate Following Termination Event.

()  Notice. If a Termination Bvent occurs, an Affected Party will, promptly upon becoming aware of
it, notify the other party, specifying the nature of that Termination Event and each Affected Transaction
and will also give such other information about that Termination Event as the other party may reasonably
require.

i} Two Affected Parties. If an Illegality under Section 5(b)(i)(1) occurs and there are two
Affected Parties, each party will use ail reasonable efforts to reach agreement within 30 days after
notice thereof is given under Section 6(b)(i) on action to avoid that Termination Event.

(i) Right to Terminate. 1f: —

(1)  an agreement under Section 6(b)(ii) has not been effected with respect to all Affected
Transactions within 30 days after an Affected Party gives notice under Section 6(b)(i); or

(2)an Ilegality other than that roferred to in Section 6(b)(ii), a Credit Event Upon Moerger
or an Additional Termination Event occurs,

either party in the case of an Iliegality, any Affected Party in the case of an Additional Termination
Event if there is more than one Affected Party, or the party which is not the Affected Party in the
case of 2 Credit Event Upon Merger or an Additional Termination Event if there is only one Affected
Party may, by not more than 20 days notice to the other party and provided that the relevant
Termination Event is then continuing, designate a day not eatlier than the day such notice is effective
as an EBarly Termination Date in respect of all Affected Transactions.

(¢}  Effect of Designation.

(i) Tf notice designating an Barly Termination Date is given under Section 6(a) or (b), the Barly
Termination Date will occur on the date so designated, whether or not the relevant Event of Default
or Termination Event is then continuing.
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(i) Upon the occurrence or effective designation of an Early Termination Date, no further
payments or deliveries under Section 2(a)(i) or 2(d) in respect of the Terminated Transactions will
be required to be made, but without prejudice to the other provisions of thia Agreement. The amoun,
ifany, payable in respect of an Early Termination Date shall be determined pursuant to Section 6(e).

Calculations.

(i) Statement. On or a8 soon as reasonably practicable following the occurrence of an Early
Termination Date, each party will make the calculations on its part, if any, contemplated by Section fi(e)
and will provide to the other party a statement (1) showing, in reasonable detail, such calculations
(including all relevant quotations and specifying any amount payable under Section 6(¢)) and (2) giving
details of the relevant account to which any amount payable to it is to be paid, In the absznce of written
confirmation from the source of a quotation obtained in determining a Market Quotation, the records of
the party obtaining such quotation will be conclusive evidence of the existence and accuracy of such
quotation,

(i) Payment Date. An amount calculated as being due in respect of any Early Termination Date
under Section 6(e) will be payable on the day that notice of the amount payable is effective (in the
case of an Early Termination Date which is designated or occurs as a result of an Event of Default)
and on the day which is two Local Business Days afier the day on which notice of the amount payable
is effective (in the case of an Barly Termination Date which is designuted as a result of a Termination
Event). Such amount will be paid together with (to the extent permitted under applicable law)
interest thereon (before as well as after judgment), from (and including) the relevant Early
Termination Date to (but excluding) the date such amount is paid, at the Applicable Rate, Such
interest will be calculated on the basis of daily compounding and the actuaf number of days elapsed.

Payments on Early Termination. If an Barly Termination Date occurs, the following provisions

shall apply based on the parties’ election in the Schedule of a payment measure, either “Market Quotation”
or “Loss”, and 2 payment method, either the “First Method™ or the “Second Method”. If the parties fail to
designate a payment measure or payment method in the Schedule, it will be deemed that “Market Quotation”
or the “Secand Method", as the case may be, shall apply. The amount, if any, payable in respect of an Early
Termination Date and determined pursuant to this Section will be subject to any Set-off,

() Events of Defanlt. If the Barly Termination Date results from an Event of Default:—

(1) First Method and Market Quotation. If the First Method and Market Quotation apply, the
Defaulting Party will pay to the Non-defaulting Party the excess, if a positive number, of
(A) the sum of the Settlement Amount (determined by the Non-defaulting Party) in respect of
the Terminated Transactions and the Unpaid Amounts owing to the Non-defaulting Party over
(B) the Unpaid Amounts owing to the Defaulting Party.

(2) First Method and Loss. If the First Method and Loss apply, the Defaulting Party will pay
to the Non-defaulting Party, if a positive number, the Non-defaulting Party’s Loss in respect
of this Agreement.

(3) Second Method and Market Quotation. If the Second Method and Market Quotation apply,
an smount will be payable equal to (A) the sum of the Settlement Amount (determined by the
Nan-defaulting Party) in respect of the Terminated Transactions and the Unpaid Amounts
owing to the Non-defaulting Party less (B) the Unpaid Amounts owing to the Defaulting Party.
1f that amount is a positive rumber, the Defaulting Party will pay it to the Non-defaulting Party;
if it is 2 negative number, the Non-defaulting Party will pay the absolute value of that amount
to the Defaulting Party,

(4) Second Method and Loss. If the Second Method and Loss apply, an amount will be payable
equat to the Non-defaulting Party's Loss in respect of this Agreement. If that amount is a
positive number, the Defaulting Party will pay it to the Non-defaulting Party; if it is a negative
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number, the Non-defaulting Party will pay the absolute value of that amount to the Defaulting
Party.

(i) Termination Events. If the Barly Termination Date results from a Termination Eventi—

(1) One Affected Party. If there is one Affected Party, the amount payable will be determined in
accordance with Section 6(e)(1)(3), if Market Quotation spplies, or Section 6(e)}(i)(4), if Loss
applies, except that, in either case, references to the Defaulting Party and to the Non-defaulting
Party will be deemed to be references to the Affected Party and the party which is not the
Affected Party, respectively, and, if Loss applies and fewer than all the Transactions are being
terminated, Loss shall be calculated in respect of all Terminated Transactions.

(2) Two Affected Parties. If there are two Affected Parties:—

(A) if Market Quotation applies, each party will detormine & Settlement Amount in respect
of the Terminated Transactions, and an amount will be payable equal to (I) the sum of
(a) one-half of the difference between the Settlement Amount of the party with the higher
Settlement Amount ("X") and the Settlement Amount of the party with the lower Settiement
Amount (“Y"} and (b) the Unpaid Amounts owing to X lesg (II) the Unpaid Amounts owing
to Y; and

(B) if Loss applies, each party will determine its Loss in respect of this Agreement (or, if
fewer than atl the Transactions are being terminated, in reapect of all Terminated
Transactions) and an amount will be payable equal to one-half of the difference between the
Loss of the party with the higher Loss (*X") and the Loss of the party with the lower
Loss (“Y™),

If the amount payable is a positive number, Y will pay it to X; if it is a negative number, X
will pay the absolute value of that amount to Y.,

(W) Adjustment for Bankruptcy. In circumstances where an Early Termination Date occurs
because “Automatic Early Termination™ applies in respect of a party, the amount determined under
this Section 6(8) will be subject to such adjustments as are appropriate and permitted by law to
reflect any payments or deliveries made by ons party to the other under this Agreement (and retained
by such other party) during the period from the relevant Early Termination Date to the date for
payment determined under Section 6(d)(ii).

(iv) Pre-Estimate. The parties agree that if Market Quotation applies an amount recoverable under
this Section 6(¢) is a reasonable pre-estimate of loss and not & penalty, Such amount is payable for
the loss of bargain and the loss of protection against firture risks and except as otherwise provided
in this Agreement neither party will be entitled o recover any additional damages as a consequence
of such losses,

7. Transfer .

Neither this Agreement nor any interest or obligation in or under this Agreement may be transferred (whether
by way of security or otherwise)- by either party without the prior written consent of the other party, except
that:—

(a) a party may make such a transfer of this Agreement pursuant to a censolidation amailgamation
with, or merger with or into, or transfer of all or substantially all its assets to, another entity (but without
prejudice to any other right or remedy under this Agreement); and

() a party may make such a transfer of all or any part of its interest in any amount payable to it from
a Defaulting Party under Section 6(e}.

Any purported transfer that is not in compliance with this Section will be void
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8. Miscellaneous

(a) Enfire Agreement. This Agreement constitutes the entite agreement and understanding of the parties
with respect to ita subject matter and supersedes all oral communication and prior writings with respect
thereto.

(b) Amendments. No amendment, modification or waiver in respect of this Agresment will be effective
unless in writing (including & writing evidenced by a facsimile transmission) and executed by each of the
parties or confirmed by an exchange of telexes or slestronic messages on an electronic messaging system.

(©) Survival of Obligations. Without prejudice to Sections 2(a)(iit) and 6(c)(ii), the obligations of the
parties under this Agreement will survive the termination of any Transaction.

(d) Remedies Cumulative. Except a3 provided in this Agreement, the rights, powers, remedies and
privileges provided in this Agreement are cumulative and not exclusive of any rights, powers, remedics
and privileges provided by law,

(e) Counterparts and Conflrmations.

(i) This Agreement (and each amendment, modification and waiver in respect of it) may be

executed and delivered in counterparts (including by facsimile transmission), each of which will be
deemed an original.

(ii) The parties intend that they are legally bound by the terms of each Transaction from the moment
they agree to those terms (whether orally or otherwise). A Confirmation shall be entered into as
soon as practicable and may be executed and delivered in counterparts (including by facsimile
transmission) or be created by an exchange of telexes or by an exchange of electronic messages on
an electronic messaging system, which in cach cage will be sufficient for all purposes to evidence
a binding supplement to this Agreement. The parties will specify therein or through another effective
means that any such counterpart, telex or electronic message constitutes a Confirmation,

(f) No Waiver of Rights. A failure or delay in exercising any right, power or privilege in respect of this
Agreement will not be presumed to operate as a waiver, and a single or partial exercise of any right, power
or privilege will not be presumed to preclude any subsequent or further exercise, of that right, power or
priviloge or the exercise of any other right, power or privilege.

(g) Headings. The headings used in this Agreement are for convenience of reference enly and are not
to affect the construction of or to bs taken into consideration in interpreting this Agresment.

9. Expenses

A Defaulting Party will, on demand, indemnify and hold harmless the other party for and against all
reasonable out-of-pocket expenses, including legal fees, incurred by such other party by reason of the
enforcement and protection of its rights under this Agroement or any Credit Support Document to which the

Defaulting Party is a party or by reason of the early termination of any Transaction, including, but not limited
to, casts of collection.

10, Notices
(a) Effectiveness. Any notice or other communication in respect of this Agreement may be given in any
manner sct forth below (except that a notice or other communicetion under Section 5 or 6 may not be given

by facsimile transmission or electronic messaging system) to the address or number or in accordance with

the slectronic messaging system details provided (see the Schedule) and will be deemed effective as
indicated:—

()  if in writing and delivered in person or by courier, on the date it is delivered;

(i) if sent by telex, on the date the recipient’s answerback is received;
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(i) if sent by facsimile transmission, on the date that transmission is received by a responsible
employce of the recipient in legible form (it being agreed that the burden of proving receipt will be
on the sender and will not be met by a transmission report generated by the sender's facsimile
machine);

(iv) if sent by certified or registered mail (airmail, if overseas) or the equivalent (retumn receipt
requested), on the date that mail is delivered or its delivery is attempted; or

(v) if sent by electronic messaging system, on the date that electronic message is received,

unless the date of that delivery {or attempted delivery) or that receipt, as applicable, is not a Local Business
Day or that comununication is delivered (or attempted) or received, as applicable, after the close of business
on a Local Business Day, in which case that communication shall be deemed given and effective on the first
following day that is a Local Business Day.

®) Change of Addresses. Either party may by notice to the other change the address, telex or facsimile
number or slectronic messaging system details at which notices ar other communications are to be given to
it,

11. Governing Law and Jurisdiction

(a) Governing Law, This Agreement will be governed by and construed in accordance with the law
specified in the Schedule,

{b) Jurisdiction. With respect to any suit, action or proceedings relating to this Agreement
(“Proceedings”™), each party irrevocably; —

@) submits to the jurisdiction of the English courts, if this Agreement ig expressed to be govemed
by English law, or to the non-exclusive juriadiction of the courts of the State of New York and the
United States District Court located in the Borough of Manhattan in New York City, if this
Agreement is expressed to be governed by the laws of the State of New York; and

(i) waives any objection which it may have at any tims to the laying of venue of any Proceedings
brought in any such court, waives any claim that such Proceedings have been brought in an
inconvenient forum and fusther waives the right to object, with respect to such Proceedings, that
such court does not have any jurisdiction over such party.

Nothing in this Agreement preciudes either party from bringing Proceedings in any other jurisdiction
(outside, if this Agreement is expressed to be governed by English law, the Contracting States, as defined
in Section 1(3) of the Civil Jurisdiction and Judgments Act 1982 or any modification, extension or
re-enactment thereof for the time being in force) nor will the bringing of Proceedings in any one or more
jurisdictions preclude the bringing of Proceedings in any other jurisdiction.

(c) Waiver of Immunities. Each party irrevocably waives, to the follest extent permitted by applicable
law, with regpect to itself and its revenues and assets (irrespective of their use or intended use), ail immunity
on the grounds of sovereignty or other similar grounds from (i) suit, (ii). jurisdiction of any court, (iii) relief
by way of injunction, order for specific performance or for recovery of property, (iv) attachment of it assets
(whether before or after judgment) and (v) execution or enforcement of any judgment to which it or its
revenues or assets might otherwise be entitled in any Proceedings in the courts of any jurisdiction and
irrevocably agrees, to the extent permitted by applicable law, that it will not claim any such immunity in any
Procecdings,

12, Definitions

As used in this Agreement—

“ddditional Termination Event” has the meaning specified in Section 5(b).

“dffected Party™ has the meaning specified in Section 5(b).
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“Affected Transactions” mesans (2) with respect to any Termination Event consisting of an Ilegality, all

Transactions affected by the occurrence of such Termination Event and (b) with respect to any other
Termination Event, all Transactions.

“Affttiate™ means, subject to the Schedule, in relation to any person, any entity controlled, directly or
indirectly, by the person, any entity that controls, directly or indirectly, the person or any entity directly or
indirectly under common control with the person. For this purpose, “control” of any entity or person means
ownership of a majority of the voting power of the entity or person.

“Applicable Rate” means:—

(s) in respect of obligations payable or deliverable (or which would have been but for Section 2(a)iii})
by a Defaulting Party, the Default Rate;

{b) in respect of an obligation to pay an amount under Section 6(e) of either party from and after the date
(determined in accordance with Section 6(d)(ii)) on which thet amount is payable, the Default Rate;

(¢) in respect of all other obligations payable or deliverable (or which would have been but for
Section 2(a)(iii)) by a Non-defaulting Party, the Non-default Rate; and

(d) in all other cases, the Termination Rate.

“consent” includes a consent, approval, action, authorisation, exemption, notice, filing, registration or
exchange control consent,

“Credlt Event Upon Merger” has the meaning specified in Section 5(b).

“Credit Support Document” means any agreement or instrument that is specified as such in this Agreement.
“Credit Support Provider”® has the meaning specified in the Schedule.

“Default Rate® means a rate per annum equal to the cost (without proof or evidence of any actual cost) to
the relevant payes (as certified by it) if it were to fund or of funding the relevant amount plus 1% per annum,

“ Defaunlting Party” has the meaning specified in Section 6(a),

“Early Termination Date” means the date determined in accordance with Section 6{a) or 6(b)(iii).
“Event of Defaulf' has the meaning specified in Section 5(a) and, if applicable, in the Schedule.
“Ilegality” has the meaning specified in Section 5(b).

“law” includes any treaty, law, rule or regulation and “lawful” and “uniawful” will be construed accordingly.

“Locol Business Day” means, subject to the Schedule, & day on which commercial banks are open for
business (including dealings in foreign exchange and foreign currency deposits) {a) in relation to any
obligation under Section 2(a)(i), in the place(s) specified in the relevant Confirmation or, if not so specified,
s otherwise agreed by the parties in writing or determined pursuant to provisions contained, or incorporated
by reference, in this Agreement, (b) in relation to any other payment, in the place where the relevant account
is located, (¢) in relation to any notice or other communication, including notice contemplated under
Section 5(a)(i), in the city specified in the address for notice provided by the recipient and, in the case of a
notice contemnplated by Section 2(b), in the place where the relevant new account is to be located and (d) in
relation to Section 5(a)(v}(2), in the relevant locations for performance with respect to such Specified
Transaction.

“Loss” means, with respect to this Agreement or ane or mare Terminated Transactions, as the caso may be,
and a party, an amount that party reasonably determines in good faith to be its total Josses and costs {or gain,
in which case expressed as a negative number) in connection with this Agroement or that Terminated
Transaction or group of Terminated Transactions, as the cagse may be, including any loss of bargain, cost of
funding or, at the election of such party but without duplication, loss or cost incutred as a resuit of its
terminating, liquidating, obtaining or reesteblishing any hedge or related trading position (or any gain
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resulting from any of them). Loss includes losses and costs (or gains) in respect of any payment or delivery
required to have been made (assuming satisfaction of each applicable condition precedent) on or before the
relevant Barly Termination Date and not made, except, so as to avoid duplication, if Section 6(e)(i)(1) or (3)
or 6(e)(i)2)A) applies. Loss does not include a party’s legal fees and out-of-pocket cxpenses referred to
under Section 9, A party will determine its Loss as of the relevant Early Termination Date, o, if that is not
reasonably practicable, as of the earliest date thereafier as is reasonably practicable. A party may (but need

not) determine its Loss by reference to quotations of relevant rates or prices from one or more leading dealers
in the relevant markets,

% Market Quotation” means, with respect to one or more Terminated Transactions and a party making the
determination, an amount determined on the basis of quotations from Reference Market-makers. Each
quotation will be for an amount, if eny, that would be paid to such party (expressed as a negative number)
or by such party (expressed as 8 positive number) in consideration of an agrcement between such party (faking
into account any existing Credit Support Document with respect to the obligations of such party) and the
quoting Reference Market-maker to enter into a transaction (the “Replacement Transaction™) that would
have the effect of preserving for such party the economic equivalent of any payment or delivery (whether
the underlying obligation was absolute or contingent and assuming the satisfaction of each applicable
condition precedent) by the parties under Section 2(a)(i) in respect of such Terminated Transaction or group
of Terminated Transactions that would, but for the occurrence of the relevant Early Termination Date, have
been required after that date. For this purpose, Unpaid Amounts in respect of the Terminated Transaction or
group of Terminated Transactions are to be excluded but, without limitation, any payment or delivery that
would, but for the relevant Early Termination Date, have been required (assuming satisfaction of each
applicable condition procedent) afier that Early Termination Date is to be included. The Replacement
Transaction would be subject to such documentation as such party and the Reference Market-maker may, in
good faith, agree. The party making the determination (or its agent) will request each Reference
Market-maker to provide its quotation to the extent reasonably practicable as of the same day and time
(without regard to different time zones) on or as soon as reasonably practicable after the relevant Barly
Termination Date. The day and time as of which those quotations are to be obtained will be selected in good
faith by the party obliged to make a determination under Section 6(¢), and, if each party is so obliged, after
consultation with the other. If more than thres quotations are provided, the Market Quotation will be the
arithmetic mean of the quotations, without regard to the quotations having the highest and lowest values. 1f
exactly three such quotations are provided, the Market Quotation will be the quotation remaining after
disregarding the highest and lowest quotations. For this purpose, if more than one quotation has the same
highest valus or fowest value, then one of such quotations shall be disregarded. If fewer than three quotations
are provided, it will be deemed that the Market Quotation in respect of such Terminated Transaction or group
of Terminated Transactions cannot be determined.

% Non-default Rate” means a rate per annum equal to the cost (without proof or evidence of any actual cost)
to the Non-defaulting Party (gs certified by it) if it were to fund the relevant amount.

“ Non-defaxiting Party” has thc meaniog specificd in Section 6(a).

“ Potential Event of Defauif’ means any event which, with the giving of notice or tha lapse of time or both,
would constitute an Event of Default,

“Reference Market-makers” means four leading dealers in the relevant market selected by the party
determining a Market Quotation in good faith (a) from among dealers of the highest credit standing which
satisfy all the criteria that such party applies generally at the time in deciding whether to offer or to make
an sxtension of credit and (b) to the extent practicable, from among such dealers having an office in the sane
city.

“Scheduled Payment Date” means a date on which a payment or delivery is to be made under Section 2(a)(i)
with respect to a Transaction.

“Ser-off® means set-off, offset, combination of accounts, right of retention or withholding or similar right
ot requirement to which the payer of an amount under Section 6 is entitled or subject (whether arising under
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this Agreement, another contract, applicable law or otherwise) that is exercised by, or imposed on, such
payer.

“Seitlement Amount” means, with respect to a party and any Early Termination Date, the sum of:—

(a) the Market Quotations (whether positive or negative) for each Terminated Transaction or group of
Terminated Transactions for which a Market Quotation is determined; and

(b} such party's Loss (whether positive or negative and without reference to any Unpaid Amounts) for
cach Terminated Transaction or group of Terminated Transactions for which a Market Quotation cannot be

determined or would not (in the reasonable belief of the party making the determination) produce a
commercially reasonable result.

“Specified Entity” has the meaning specified in the Schedule,

“Specified Indebtedness” i , subject to the Schedule, any obligation (whether present or future,
contingent or otherwise, as principal or surety or otherwise) in respect of borrowed money.

“Specified Transaction” means, subject to the Schedule, (a) any transaction (Including an agreement with respect
thereto) now existing or hereafier entered into between one party to this Agreement (or any Credit Support
Provider of such party ar any applicable Specified Eatity of such party) and the other party to this Agreement (or
any Credit Support Pravider of such other party or any applicable Specified Entity of such other party) which is
a rate Swap transaction, basis swap, forward rate transaction, commodity swap, commodity option, equity or
equity index swap, equity or equity index option, bond option, interest rate option, foreign exchange transaction,
cap transaction, floor transaction, collar transaction, currency swap transaction, Cross-currency rate swap
trangaction, currency option or any other similar transaction (including any option with respect to any of these
transactions), (b) any combination of these transactions and (c) any other transaction identified as a Specified
Transaction in this Agreement or the relevant confirmation.

“Terminated Transactions® means with respect to any Early Termination Date (a) if resulting from &
Termination Event, all Affected Tranzactions and (b) if resulting from an Event of Default, all Transactions
(in cither case) in effect immediately before the effectivensss of the notice designating that Early Termination
Date (or, if *Automatic Early Termination” applies, immediately before that Early Termination Date).

“Termination Event” means an Itlegality or, if specified to be applicable, a Credit Event Upon Merger or
an Additional Termination Event.

“Termination Rate” means a rate per annum squal to the arithmetic mean of the cost (without proof or

evidence of any actual cost) to each party (as certified by such party) if it were to fund or of funding such
amournts.

“Unpaid Amounts” owing to any party means, with respect to an Early Termination Date, the aggregate of
(a) in respect of all Terminated Transactions, the amounts that became payable {or that would have become
payable but for Section 2(a)(iii}) to such party under Section 2(a)(i) on or prior to such Early Termination
Date gnd which remain unpaid as at such Early Termination Date and (b} in respect of each Terminated
Transaction, for each obligation under Section 2(a)(i} which was (or would have been but for
Section 2(a)(iii)) required to be settled by delivery to such party on or prior to such Early Termination Date
and which has not been so settied as at such Harly Termination Date, an amonnt equal to the fair market
value of that which was (or would have been) required to be delivered as of the originally scheduled date
for delivery, in each case together with (to the extent permitted under applicable law) interest, in the currency
of such amounts, from (and including) the date such amounts or obligations were or would have been required
to have beett paid or performed to (but excluding) such Early Termination Date, at the Applicable Rate, Such
amounts of interest will be calculated on the basis of daily compounding and the actual number of days
clapsed. The fair market value of any obligation referred to in clause (b) above shall be reasonably determined
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by the party obliged to make the determination under Section 6(e) or, if each party is so obliged, it shali be the
average of the fair market values reasonably determined by both parties.

IN WITNESS WHEREOQF the parties have executed this document on the respective dates specified below
with effect from the date specified on the first page of this document.

MORGAN STANLEY CAPITAL BETHLEHEM AREA SCHOOL
SERVICES INC. DISTRICT
By: ._X«\u ( Suononn— By:
Name: . . ame Joseph L. C
Title: NINA C. SIMMONSE Title: Board President

Date: VICE PRESIDENT Date; January 12, 2004




Part 1.

@

(b)

(c)

(d)

EXECUTION COPY

SCHEDULE
TO THE
MASTER AGREEMENT
dated as of December 8, 2003
between
MORGAN STANLEY CAPITAL SERVICES INC.
(“Party A”)
and
BETHLEHEM AREA SCHOOL DISTRICT
(“Party B”)

Termination Provisions
“Specified Entity™ means in relation to Party A for the purpose of:-

Section 5(a)(v), Affiliates
Section 5(a)(vi), None Specified
Section 5(a)(vii), None Specified
Section 5(b)(ii), None Specified

and in relation to Party B for the purpose of:-

Section 5(a)(v), None Specified
Section 5(a)(vi), None Specified
Section 5(a)(vii), None Specified
Section 5(b)(ii), None Specified

“Specified Transaction” means, in lieu of the meaning specified in Section 12, any
contract or transaction, including an agreement with respect thereto (whether or not
documented under or effected pursuant to a master agreement) now existing or hereafier
entered into between one party to this Agreement (or any Credit Support Provider of such
party or any applicable Specified Entity of such party) and the other party to this

Agreement (or any Credit Support Provider of such party or any applicable Specified
Entity of such party).

“Cross Default” applies to Party A and Party B. Section 5(a)(vi) will apply to Party A
and will apply to Party B, pravided that, with respect to any Specified Indebtedness that
is not capable of being declared due and payable as a result of the occurrence or existence
of a default, event of default or other similar condition or event (however described)
under the agreement or instrurent relating to such Specified Indebtedness, the words
“which has resulted in such Specified Indebtedness becoming, or becoming capable at
such time of being declared, due and payable under such agreements or instruments,
before it would otherwise have been due and payable” shall be deleted from clause (1) of
such Section 5(a)(vi) and the words “and the bondholders or trustee are permitted to
exercise any remedies under the agreements and instruments” shall be added in its place,

“Specified Indebtedness” has the meaning specified in Section 12.
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(e)

&)

(8)

(h)

“Threshold Amount” means: (i) with respect to Party A, U.S. $10,000,000; and (ii) with
respect to Party B, $10,000,000.

Bankruptey. Clause (6) of Section 5(a)(vii) of this Agreement is hereby amended to
read in its entirety as follows:--

“(6)A) seeks or becomes subject to the appointment of an administrator, provisional
liquidator, conservator, receiver, trustee, custodian or other similar official for it or for all
or substantially all its assets or (B) in the case of a Government Entity, any Credit
Support Provider of such Government Entity or any applicable Specified Entity of such
Government Entity, (I) there shall be appointed or designated with respect to it, an entity
such as an organization, board, commission, authority, agency or body to monitor,
review, oversee, recommend or declare a financial emergency or similar state of financial
distress with respect to it or (II) there shall be d eclared or introduced by it orby any
legislative or regulatory body with competent jurisdiction over it, or proposed for
consideration by a member of its board or of any legislative or regulatory body with
jurisdiction over it, the existence of a state of financial emergency or similar state of
financial distress in respect of it;”.

Merger Without Assumption. Section 5(a)viii) of this Agreement is hereby amended
to read in its entirety as follows:--

“(viii) Merger Without Assumption. The party or any Credit Support Provider of such
party consolidates or amalgamates with, or merges with or into, or transfers all or
substantially all its assets to, another entity (or, without limiting the foregoing, if such
party is a Government Entity, an entity such as an organization, board, commission,
authority, agency or body succeeds to the principal functions of, or powers and duties
granted to, such party, any Credit Support Provider of such party or any applicable
Specified Entity) and, at the time of such consolidation, amalgamation, merger, transfer,
or succession:--

(1) the resulting, surviving, transferee or successor entity fails to assume all the

obligations of such party, such Credit Support Provider or such Specified Entity under
this Agreement or any Credit Support Document to which it or its predecessor was a
party by operation of law or pursuant to an agreement reasonably satisfactory to the other
party to this Agreement;

(2) the benefits of any Credit Support Document fail to extend (without the consent of
the other party) to the performance by such resulting, surviving, transferce or successor
entity of its obligations under this Agreement; or”

(3) In the case of a Government Entity, the sources of payment for the obligations of
such Government Entity as set forth in the Schedule are no longer available for the
satisfaction of such resulting, surviving, transferee or successor entity’s obligations to the
other party hereto,

“Credit Event Upon Merger” applies to Party A and Party B. Section 5(b)(ii) is hereby
deleted in its entirety and replaced by the following:

-2-
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“(ii)  Credit Event Upon Merger. If “Credit Bvent Upon Merger” is specified in the
Schedule as applying to the party, such party (“X"), any Credit Support Provider of X or
any applicable Specified Entity of X consolidates or amalgamates with, or merges with or
into, or transfers all or substantially all its assets to, or reorganizes, incorporates,
reincorporates, or reconstitutes into or as, another entity, or another entity transfers all or
substantially all its assets to, or reorganizes, incorporates, reincorporates, or reconstitutes
into or as, X (or, without limiting the foregoing, if X is a Govemment Entity, an entity
such as an organization, board, commission, authority, agency or body succeeds to the
principal functions of, or powers and duties granted to, X (or any applicable Specified
Entity)), and such action does not constitute an event described in Section 5(z)(viii) but
the creditworthiness of X or the resulting, surviving, transferee, or successor entity

(which will be the Affected Party) will result in a Termination Event under Part 1(k)
hereof; or”

The “Automatic Early Termination” provisions of Section 6(a) will not apply to Party
A and will not apply to Party B; provided, however, where the Event of Default is
specified in Section 5(a)(vii}(1), (3), (4), (5), (6) or to the extent analogous thereto, (8)
and is governed by a system of law which does not permit termination to take place upon
or after the occurrence of the relevant Event of Default in accordance with the terms of
this A greement, then the A utomatic E arly T ermination p rovisions o f § ection 6 () will
apply to Party A and Party B.

In addition to, and notwithstanding anything to the contrary in the preceding sentence, if
an Early Termination Date occurs under Section 6(a) as a result of Autornatic Early
Termination, the Defaulting Party hereby agrees to reimburse the Non-defauiting Party
on demand against’ all loss or damage that the Non-defaulting Party may sustain or incur
(including in relation to terminating, liquidating, obtaining or reestablishing any hedge or
related position to the extent not already taken into account in the calculation performed
under Section 6(e)) in respect of each Transaction as a result of movements in relevant
rates, prices, yields, yield curves, volatilities, spreads or other relevant market data
between the Early Termination Date and the Local Business Day upon which the Non- -
defaulting Party first becomes aware that the Early Termination Date has occurred under
Section 6(a) provided however, that if the Non-defaulting Party determines that any such
movements have actually resulted in a net ,after tax, gain for the Non-defaulting Party
then the Non-defaulting Party agrees to pay to the Defaulting Party the sum of such gain,

subject to any rights the Non-defaulting party may have under the Agreement or
otherwise.

Payments on Early Termination. * Market Quotation” and “Second Method” will
apply for the purpose of Section 6{e) of this Agreement.

Additional Termination Event will apply. The following shall constitute an Additional
Termination Event with respect to Party A and Party B:

@y with respect to Party A, the Credit Rating of Party A shall cease to be at
least “Baa3” from Maody’s or “BBB-" from S&P, or Party A’s Credit Support Provider
shall cease to have a Credit Rating from Moody’s or S&P or any of such ratings is

3.
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withdrawn or suspended for a reason other than that Party A’s Credit Support Provider
has elected, with the prior written consent of Party B, not to maintain a rating from such
rating agencies;

(i)  with respect to Party B, the Credit Rating of Party B, shall cease to be at
least “Baal” from Moody's or “BBB+” from S&P, or Party B shall cease to have a Credit
Rating from Moody’s or S&P or any of such ratings is withdrawn or suspended fora
reason other than that Party B has elected, with the prior written consent of Party A, not
to maintain a rating from such rating agencies; provided, however, that such event will
not constitute an Additional Termination BEvent if within 30 days following the
occurrence of such event, Party B delivers a swap insurance policy, letter of credit or
other form of guaranty of its obligations with respect to all Transactions in form and
substance and issued or otherwise provided by an entity acceptable to Party A in its sole
discretion;

(iii)  with respect to Party B, if on a Reset Date applicable to Party B, the rate
payable by Party B under the terms of a Confirmation would exceed the Maximum Party
B Rate identified in such Confirmation but for the limitation of such rate to the Maximum
Party B Rate and such event is continuing; and

(iv)  With respect to Party B, if a payment by Party B for a Transaction has
been reduced pursuant to Part 4(f) hereof.

For the purpose of Termination Event (i) above, the Affected Party shall be Party A and
for purposes of Termination Bvents (ii), (iii) and (iv) above, the Affected Party shall be
Party B. For the purpose of Termination Events (i) and (if) above, all Transactions shall
be Affected Transactions, For the purpose of Termination Events (iii) and (iv) above,
only the Transaction for which such event occurs shall be the Affected Transaction,

Mandatory Termination upon Redemption or Prior Retirement of Related Bouds.
Upon the date of a redemption or an early retirement of all or a portion of the Retated
‘Bonds (other than as a result of a mandatory sinking fund redemption thereof), the
Affected Transaction shall be terminated in whole or in part such that the remaining
Notional Amount of such Transaction after termination will not exceed the principal
amount of the Related Bonds outstanding after such redemption or early retirement. The
schedule, i f any, providing for the reduction o f the N otional Amount for the A flected
Transaction shall be revised to match the revised amortization schedule, if any, of the
Related Bonds. Party B shall be the sole Affected Party. In the event of such termination,
the Calculation Agent shall determine the amount owed in connection with such
termination using its commercially reasonable judgment. If Party B disputes such
caleulation, the Calouiation Agent shall seek bids from Reference Market-makers
consistent with the provisions of Section 6 of the Agreement.

Part2. Agreement to Deliver Documents

For the purpose of Section 4, each party agrees to deliver the following documents, as

applicable:-

-
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Covered by

Party required to Date by which to be Sec, 3(d)
deliver document  Form/Document/Certificate delivered Representation
Party A Either (1) a signature booklet The earlier of the Yes
and containing secretary’s fifth Business Day
Party B certificate and resolutions after the Trade Date
(“authorizing resolutions”) of the first
authorizing the party to enter Transaction or upon
into derivatives transactions of  execution of this
the type conternplated by the Agreement and as
parties or (2) a secretary’s deemed necessary for
certificate, authorizing any further
resolutions and incumbency documentation.
certificate, in either case, for
such party and any Credit
Support Provider of such party
reasonably satisfactory in form
and substance to the other party.
Party A A written opinion of legal Upon execution of No
counsel to Party A and its this Agreement and
Credit Support Provider in the  upon the execution of
forms attached hereto as each Confirmation
Exhibits A-1, A-2 and A-3
-5.
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Covered by

Party required to Date by which to be Sec. 3(d)
deliver document  Form/Document/Certificate delivered Representation
Party B A written opinion of legal Upon execution of No
counsel to Party B (and any this Agreement and
Credit Support Provider) upon the execution of
reasonably satisfactory in form  each Confirmation
and substance to Party A
Party A A duly executed copy of the Upon the execution ~ No
and Credit Support Documents of this Agreement
Party B specified in Part 3 of this
Schedule
Party A A copy of the annual report of  As soon as Yes
and such party (in the case of Party  practicable after the
Party B A, in respect of Morgan execution of this
Stanley) containing audited Agreement and also

Party B
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consolidated financial
statements for each such fiscal
year, certified by independent
certified public accountants and
prepered in accordance with
generally accepted accounting
principles in the country in
which such party is organized.

Copies or, where available,
certified copies of: (1) the
charter and enabling statutes (or
comparable legislation) creating
Party B and any Credit Support
Provider of Party B and
authorizing Party B and any
Credit Support Provider of
Party B to enter into this
Agreement and any Credit
Support Document, the exhibits,
supplements, and attachments
hereto, the documents
incorporated by reference
herein, and the Confirmations
hereunder; (2) any counstituent
instruments of Party B and any

-6-

within 120 days (or
as soon as practicable
after becoming
publicly available)
after the end of each
of its fiscal years
while there are any
obligations
outstanding under
this Agreement.

Upon execution of Yes
this Agreement and

as deemed necessary

for further

documentation




Covered by

Party required to Date by which to be Sec. 3(d)
deliver document _ Form/Document/Certificate delivered Representation

Credit Support Provider of

Party B, rules, regulations,

investment policies, guidelines,

regsolutions, ordinances, or

provisions affecting the

authority of Party B or such

Credit Support Provider of

Party B to enter into this

Agreement, any Credit Support

Document, the exhibits,

supplements, and attachments

hereto, the documents

incorporated by reference

herein, and the Confirmations

hereunder, and the performance

of its obligations hereunder and

thereunder; and (3) amendments

to any of the foregoing.
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Cavered by

Party required to Date by which to be Sec. 3(d)
deliver document  Form/Document/Certificate delivered Representation
Party B All documents evidencing the ~ On the Effective Date  Yes
necessary authorizations, of any Transaction
determinations and approvals hereunder
for the offering, sale and
issuance of the Related Bonds
Party B Certificate of Approval of the On the Effective Date  Yes
Department of Community and  of any Transaction
Economic Development with hereunder
respect to the applicable
Related Bonds
Party B A certified copy of Party B’s Upon execution of Yes
Interest Rate Management Plan  this Agreement and
any Confirmation
hereunder
Party B Certificate of an independent Upon execution of Yes
financial advisor stating that the this Agreement and
financial terms of this any Confirmation
Agreement are fair and hereunder
reasonable to Party B, pursuant
1o section 8281(e)(4) of the
Authorizing Law.
Party A and Such other documents as the Upon request No
Party B other party may reasonably
request
Part3. Miscellaneous

(a) Addresses for Notices. For the purpose of Section 10(a):-

NYLIBS5 744636.6
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(i)

(&)

Address for notices or communications to Party A:-

MORGAN STANLEY CAPITAL SERVICES INC.

Transaction Management Group

1585 Broadway

New York, New York 10036-8293
Attention; CHIEF LEGAL OFFICER

Fax No: 212 507 4622

Address for notices or communications to Party B:-
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®

(©)

(@

(e}

B

®

(h)

®

Address: Bethlehem Area School District
1516 Sycamore Street

Bethlehem, PA 18017-6099

Attention: Stanley J Majewski, Jr.,
Secretary and Director of Business Affairs
Facsimile No.: 610-861-8107

Telephone No.: 610-861-0500

Notices. Section 10(a) is amended by adding in the third line thereof after the phrase
“messaging system” and before the ) the words, “; provided, however, any such notice
or other communication may be given by facsimile transmission if telex is unavailable,

no telex number is supplied to the party providing notice, or if answer back confirmation
is not received from the party to whom the telex is sent.”

Calculation Agent means Party A (i) unless o therwise specified in a Confirmation in
relation to the relevant Transaction, in which case the Calculation Agent shall be as
specified in such Confirmation, or (ii) an Event of Default has occurred and is continuing
with respect to which Party A is the Defaulting Party, in which case Party B may
designate a Calculation Agent other than Party A, which designee shall qualify as a
Reference Market-maker hereunder.

Credit Support Document means with respect to each of Party A and Party B, the
Credit Support Annex dated as of the date hereof (the provisions of which are
incorporated by reference herein) and, with respect to Party A, the guarantee of Morgan
Stanley in the form attached hereto as Exhibit B. )

Credit Support Provider means in relation to Party A: Morgan Stanley.

Credit Support Provider means in relation to Party B: Not Applicable.

Governing L aw; J urisdiction. T his Agreement, each Credit Support Document and

-each Confirmation will be governed by and construed in accordance with (i) the laws of

the State with respect to the power of Party B to enter into such agrecements, the
authorization thereof by Party B and the enforcement of the particular remedies provided
in the Authorizing Law, and in all other respects (i) the laws of the State of New York.
The parties hereby agree to submit to jurisdiction in the Federal District Courts located in
the appropriate district of the State with respect to any Proceedings.

Waiver of Jury Trial. EACH P ARTY W AIVES, TO THE FULLEST E XTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A
TRIAL BY JURY IN RESPECT OF ANY PROCEEDINGS RELATING TO THIS
AGREEMENT OR ANY CREDIT SUPPORT DOCUMENT.

Netting of Payments. Clause (ii) of Section 2(c) will not apply to any amounts payable
with respect to Transactions from the date of this Agreement.

“Affitiate” will have the meaning specified in Section 12, but excludes Morgan Stanley
Derivative Products Inc.
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§)) Form of Agreement, The parties hereby agree that the text of the body of the
Agreement is intended to be the printed form of 1992 ISDA Master Agreement (Local
Currency-Single Jurisdiction) as published and copyrighted by the International Swaps
and Derivatives Association, Inc,

Part4.  Other Provisions

(a)  Deferral of Payments and Deliveries in Connection with Illegality and Inciplent
Illegality; Interest on Deferred Payments. Section 2(a)(iii) is hereby amended to read
in its entirety as follows:

(iti) Each obligation of each party under Section 2(a)(i) is subject to (1) the
condition precedent that no Event of Default, Illegality, Potential Event of Default
or Incipient Illegality with respect to the other party has occurred and is
continuing, (2) the condition precedent that no Barly Termination Date in respect
of the relevant Transaction has occurred or been effectively designated and (3)
each other applicable condition precedent specified in this Agreement.

(b)  Representations.

@

@)

(iii)
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The introductory clause of Section 3 of this Agreement is hereby amended to read
in its entirety as follows:

EBach party represents to the other party (which representations will be deemed to
be repeated by each party on each date on which a Transaction is entered into and,
in the case of the representations in Section 3(a), at all times until the termination
of this Agreement) that:-

Section 3(a)(ii) of this Agreement is hereby amended to read in its entirety as
follows:

Powers. It has the power (in the case of a Government Entity, pursuant to the
Authorizing Law) to execute this Agreement and any other documentation
relating to this Agreement to which it is a party, to deliver this Agreement and any
other documentation relating to this Agreement that it is required by this
Agreement to deliver and to perform its obligations under this Agreement and any
obligations it has under any Credit Support Document to which it is a party, and
has taken all necessary action and made all necessary determinations and findings
to authorize such execution, delivery and performance;”.

Section 3(b) of this Agreement is hereby amended to read in its entirety as
follows:"(by Absence of Certain Events. No Event of Default or Potential
Bvent of Default or, to its knowledge, Incipient lllegality (in the case of a
Government Entity) or Termination Event with respect to it has occurred and is
continning and no such event or circumstance would occur as a resuit of its
entering into or performing its obligations under this Agreement or any Credit
Support Document to which it is a party.”
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(iv)  For purposes of Section 3, the following shall be added, immediately following
paragraph (d) thereof:

() Eligible Contract Participant.

Party A is an “eligible contract participant as defined in Section 1a(12) of the

Commodity Exchange Act (7 U.5.C. 1a), as amended by the Cornmodity Futures
Modermization Act of 2000.

Party B (i) is a political subdivision of the Commonwealth of Pennsylvania, (ii) is
acting for its own account hereunder and (jii) owns and invests on a discretionary
bazsis $25,000,000 or more in investments.

® This Agreement has been subject to individual negotiation by such party.

(g) It has entered into this Agreement (including each Transaction evidenced hereby)
in conjunction with its line of business (including financial intermediation
services) or the financing of its business.

(h)  Itis entering into this Agreement, any Credit Support Document to which it is a
party, each Transaction and any other documentation relating to this Agreement

or any Transaction as principal (and not as agent or in any other capacity,
fiduciary or otherwise).

(i) Each party acknowledges that, pursuant to the terms of this Agreement (including,
without limitation, Section 6(¢) hereof), it may owe a payment to the other party
upon the designation of an Early Termination Date hereunder, even in the event

such Barly Termination Date is the result of an Event of Default with respect to
such other party.

1)) It is not entitled to claim immunity on the grounds of sovereignty or other similar
grounds with respect to itself or its revenues or assets (irrespective of their use or
intended use) from (i) suit, (ii) relief by way of injunction, order for specific
performance or for r ecovery o f property, (iii) attachment o fits assets (whether
before or after judgment) or (iv) execution or e nforcement o f any j udgment to
which it or its revenues or assets might otherwise be made subject, except for tort
claims to which state statutes do apply. Party B hereby agrees that to the extent it
may be entitled to claim such immunity in the context of contractual obligations
under this A greement in the future, it will not, to the e xtent permitted by law,
assert any such immunity.

(k)  ERISA Representation. It continuously represents that it is not (i) an employee
benefit plan (hereinafter an “ERISA Plan"), as defined in Section 3(3) of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA™),
subject to Title I of ERISA or Section 4975 of the Internal Revenue Code of 1986,
as amended, (ii) a person acting on behalf of an ERISA Plan with respect to this
Transaction, or (iii) a person the assets of whom constitute assets of an ERISA
Plan. It will provide notice to the other party in the event that it is aware that it is

-11-
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in breach of any aspect of this representation or is aware that with the passing of
time, giving of notice or expiry of any applicable grace period it will breach this
representation.

(c)  Additional Representations of Party B. Party B hereby further represents to Party A
(which representations will be deemed to be repeated by Party B at all times until the
termination of this Agreement) that:

M

(i)

(i)

(iv)

)

(vi)

(vii)

(viii)

(ix)
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This Agreement has been, and each Transaction hereunder will be (and, if
applicable, has been), entered into for the purposes of managing its borrowings or
investments and not for purposes of speculation.

Any Transaction entered into pursuant to this Agreement together with any
transactions that Party B has or may enter into with Party A and/or with any or all
other parties does not and will not violate or exceed any limits or restrictions
contained in any authorizations, approvals or resolutions of the board of directors
or other authorized body of Party B,

The execution and delivery by Party B of this Agreement, each Confirmation and
any other documentation relating hereto, and the performance of Party B of its
obligations hereunder and thereunder, are in furtherance, and not in violation, of
the municipal purposes for which Party B is organized pursuant to the laws of the
relevant state.

This Agreement and the Transaction executed on or about the date hereof do not
constitute, and each additional Transaction will not constitute, any kind of
investment by Party B that is proscribed by any constitution, charter, law, rule,
regulation, government code, constituent or goveming instrument, resolution,
guideline, ordinance, order, writ, judgment, decree, charge, or ruling to which
Party B (or any of its officials in their respective capacities as such) or its property
is subject.

No person, firm, corporation, entity, or association has the authority to liquidate,
borrow, encumber or otherwise utilize the assets of Party B.

Party B is a political subdivision of the Commonwealth of Pennsylvania duly
created under the Pennsylvania School Code of 1949, as amended, or an
instrumentality of either of the foregoing.

Party B is subject to the jurisdiction of the Pennsylvania Courts of Common Pleas
and a Federal District Court located in Pennsylvania.

Party B determines that this agreement is a “qualified interest rate management
agreement”, as such term is defined in the Authorizing Law and has determined
that this Agreement is in its best financial interest.

This Agreement complies with all conditions, requirements and limitations of the
Authorizing Law.
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(e)

®

()

(x)}  The Related Bonds have been duly authorized in compliance with the terms of the
Authorizing Law.

(xi)  Party B will not give a priority as to payment or security for any termination
payments relating to other interest rate management agreements superior to the
priority of payment provided for under this Agreement for termination payments
without the prior written consent of Party A,

Credit Support Default. Subparagraph (3) of S ection 5(a)(iii) is hereby amended by
adding the phrase “(or such action is taken by any person or entity appointed or

empowered o operate or act ou its behalf)” after the word “Document” in the second line
thereof.

Source and Security of Payments. Party B’s obligations hereunder are a general
obligation of Party B payable from Party B’s general revenues, equally and ratably
payable and secured with its obligations to make payments under the Related Bonds.
Such general obligation has been authorized and approved by Party B’s adoption of its
Swap Resolution. Party B hereby covenants that it: (i) shall include the amount of such
periodic scheduled payments for each fiscal year in which such sums may become
payable in its budget for that fiscal year, (ii) shall include the amount of any termination
payments due in its budget for the fiscal year immediately succeeding the fiscal year in
which the termination occurred; (iii) shall appropriate such amounts from its general
revenues to the payment of such periodic scheduled amounts; and (iv) shall duly and
punctually pay or cause to be paid the periodic scheduled amounts at the dates and places
and in the manner stated in this Agreement according to the true intent and meaning
thereof and for such proper budgeting, appropriation, and payment of periodic scheduled
payments, the full faith, credit and taxing power of Party B is hereby irrevocably pledged.

Party B will promptly notify Party A if Party B shall fail to include the amount of such
periodic scheduled payments for each fiscal year in which such sums may become
payable in its budget for that fiscal year,

Notwithstanding anything to the contrary herein, Party A and Party B hereby agree that
periodic scheduled payments and debt service due on the Related Bonds, is superior in
right and priority of payment to Settlement Amounts due hereunder. If Party B fails to
make scheduled payments hereunder in a timely manner, Party B acknowledges that
Party A may recover such amounts through the interception of Pennsylvania
appropriations due to Party B in accordance with Section 8283 of the Authorizing Law.

Party B Net Payments Limitation. Notwithstanding the terms of any Confirmation, the
amount payable by Party B under any Transaction on any Payment Date shall be reduced
by an amount equal to the amount by which the Party B Net Payments exceeds the

outstanding principal amount of the Related Bonds multiplied by the Maximum Party B
Rate.

Notice of Incipient Illegality. If an Incipient legality occurs, the Government Entity
will, promptly upon becoming aware of it, notify the other party, specifying the nature of
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G)

that Incipient Illegality and will also give such other information about that Incipient
llegality as the other party may reasonably require.

Export of Defaults. T he occurrence or designation o f an Early Termination Date on
account of an Event of Default or Termination Event with respect to a party hereto (“X”)
(where X is the Defaulting Party or sole Affected Party) shall constitute a material breach
and event of defauit (howsoever described) under all transactions between X and the
other party (“Y”) orany Affiliate of Y (whether or not arising under this A gresment,
whether or not matured, whether or not contingent and regardless of the currency, place
of payment or booking office of the obligation) (together, the “Other Transactions”),
whereupon Y or any Affiliate of Y shall have the right to terminate, liquidate and
otherwise close out any such Other Transactions (and X shall be liable for any damages
suffered by Y and any Affiliate of Y as a result thereof).

Setoff.

(i) In addition to amy rights of set-off a party may have as a matter of law or
otherwise, upon the occurrence of an Event of Default with respect to Party (“X'™)
hereof (or a provision analogous thereto) or a Termination Event where X is the
sole Affected Party, the other party (“Y™) shall have the right (but shall not be
obliged) without prior notice to X or any other person to set off any obligation of
X owing to Y or any Affiliate of Y (whether or not arising under this Agreement,
whether or not matured, whether or not contingent and regardless of the currency,
place of payment or booking office of the obligation) against any obligations of Y
or any Affiliate of Y owing to X (whether or not arising under this Agreement,
whether or not matured, whether or not contingent and regardless of the currency,
place of payment or booking offics of the obligation).

(i)  For the purpose of cross-curtency set off, Y may convert any obligation to another
currency at a market rate determined by Y.

(iif)  If any obligation is unascertained, Y may in good faith estimate that obligation
and set off in respect of the estimate, subject to the relevant party accounting to
the other when the obligation is ascertained.

(iv)  Nothing in this paragraph will have the effect of creating a charge or other
security interest. This paragraph shall be without prejudice and in addition to any
right of set-off, combination of accounts, lien or other right to which any party is
at any time otherwise entitled (whether by operation of law, contract or
otherwise).

Single Relationship. The parties and their Affiliates intend that all Transactions and all
other obligations (whether or not arising under this Agreement, whether or not matured,
whether or not contingent and regardless of the cumrency, place of payment or booking
office of the obligation) shall be treated as mutual and part of a single, indivisible
contractual and business relationship.
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M

(m)

Confirmations. Party A will deliver to Party B a Confirmation relating to each
Transaction.

Relationship Between Parties. Each party will be deemed to represent to the other party
on the date on which it enters into a Transaction that (absent a written agreement between

the parties that expressly imposes affirmative obligations to the contrary for that
Transaction):-

@) Non-Reliance. It is acting for its own account, and it has made its own
independent decisions to enter into that Transaction and as to whether that
Transaction is appropriate or proper for it based upon its own judgment and upon
advice from such advisers as it has deemed necessary. It is not relying on any
communication (written or oral) of the other party as investment advice or as a
recommendation to enter into that Transaction; it being understood that
information and explanations related to the terms and conditions of a Transaction
shall not be considered investment advice or a recommendation to enter into that
Transaction. No communication (written or oral) received from the other party

shall be deemed to be an assurance or guarantee as to the expected results of that
Transaction.

(i)  Assessment and Understanding. It is capable of assessing the merits of and
understanding (on its own behalf or through independent professional advice),
and understands and accepts, the terms, conditions and risks of that Transaction.
It is also capable of assuming, and assumes, the risks of that Transaction.

(i)  Status of Parties. The other party is not acting as a fiduciary for or an adviser to
it in respect of that Transaction.

Additional Definitions. As used in this Schedule, the following terms shall have the
following meanings:

“Authorizing Law” means Act 23 of the 2003 laws of the Commonwealth of
Pemsylvania.

“Related Bonds” means the indebtedness of Party B designated as such in the applicable
Confirmation.

“Credit Rating” means (i) with respect-to Party A, the long term, senior, unsecured,
unenhanced debt rating assigned by Moody's or S&P to Party A’s Credit Support
Provider, and (ii) with respect to Party B, the highest of any public rating by Moody’s or
S&P of any of the (A) the unenhanced, long-term general obligation bonds or other

indebtedness of Party B and (B) the unenhanced, long-term general obligations bonds of
the State,

“Government Entity” means Party B.

“Incipient Illegality” means (a) the enactment by any legislative body with competent
jurisdiction over a Government Entity of legislation which, if adopted as law, would
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render unlawful (i) the performance by such Govermment Entity of any absolute or
contingent obligation to make a payment or delivery or to receive a payment or delivery
in respect of a Transaction or the compliance by such Government Entity with any other
material provision of this Agreement relating to such Transaction or (ii) the performance
by a Government Entity or a Specified Entity of such Government Entity of any
contingent or other obligation which the Government Entity (or such Specified Entity)
has under any Credit Support Document relating to such Transaction, (b) any assertion in
any proceeding, forum or action by a Government Entity, in respect of such Government
Entity or in respect of any entity located or organized under the laws of the state in which
such Government Entity is located to the effect that performance under this Agreement or
similar agreements is unlawful or (c) the occurrence with respect to 2 Government Entity

or any Specified Entity of such Government Entity of any event that constitutes an
Tlegality.

“Party B Net Payments” means, for cach Transaction, on each Payment Date, an
amount calculated by the Calculation Agent equal to (A) the periodic scheduled payments
paid by Party B during the period beginning on the first day of Party B’s fiscal year in
which such Payment Date falls to but excluding such Payment Date (the “Fiscal Period”)
multiplied by a factor equal to 365 (366 in a leap year) divided by the number of days in
the Fiscal Period (the “Annual Factor”), plus (B) the amount of interest that that has
accrued on the Related Bonds during the Fiscal Period multiplied by the Annual Factor.

“Moody’s” means Moody's Investors Services, Inc.
“State” means the Commonwealth of Pennsylvania.

“Swap Resolution™ means the resolution adopted by Party B authorizing Party B to enter
into the applicable Transaction.

“S&P” means Standard & Poor’s Ratings Group.
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IN WITNESS WHEREOF, the parties have executed this Schedule by their duly authorized
officers as of the date hereof.

MORGAN STANLEY CAPITAL
SERVICES INC.

By:_;__A&mL C‘ S»W\cu\r\a_.,

Name:
Title: NINA C. SIMMONS
VICE PRESIDENT

BETHLEHEM AREA SCHOOL DISTRICT

By:

A
AME: /7 Jageph L. C?‘(S
itle: Board President




EXHIBIT A-1

FORM OF OPINION OF OUTSIDE COUNSEL
FOR PARTY A
[LETTERHEAD OF CADWALADER, WICKERSHAM & TAFT)

[Date]

[Name]
[Address)

Ladies and Gentlemen:

We act as a counsel to Morgan Stanley Capital Services Inc. (“MSCS”) in
connection with certain matters. We have been requested by MSCS to review the documents
referred to herein and to render the opinion expressed herein. In such connection, we have
reviewed, (i) an ISDA Master Agreement dated as of , 200_ (including the
Schedule and Credit Support Annex thereto). and (ii) a Confirmation dated , 200,
(collectively, the ‘“Agreement”) between MSCS and (the
“Counterparty”). In these regards, we have reviewed original, conformed, reproduction, or
specimen copies, identified to our satisfaction, of the Agreement and other relevant documents,
and have made such examination of applicable law as we have deemed necessary for the purpose
of rendering the opinion expressed herein,

Based upon the foregoing, we are of the opinion, subject to the qualifications
expressed herein, that the Agreement constitutes the legal and binding agreement of MSCS and
is enforceable against MSCS in accordance with its terms.

The opinion expressed herein is subject to the following gualifications:

(A)  We are licensed to practice law in the State of New York, for purposes of
the opinion expressed herein we do not purport to be experts on any law other than the law of the
State of New York and the federal law of the United States of America, and we do not express
any opinion herein concerning any law other than the substantive law of the State of New York
and of the United States of America (as applicable, without regard to conflict of law principles).
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(B) In our review of the documents referred to in the first paragraph of this
letter, we have assumed and have not independently verified that all signatures are genuine, that
all documents submitted to or obtained by us as originals are authentic, and that all documents
submitted to or obtained by us as conformed, reproduction, or specimen copies conform to the
original documents and all such originals are authentic,

(C) As to certain matters of fact, we have relied upon and have not
independently verified statements, representations, and warranties of MSCS and its
representatives, including statements, representations, and warranties contained in the
Agreement, and have assumed and have not independently verified that all such statements,
representations, and warranties are frue, accurate, and complete.

(D) In rendering the opinions expressed herein, we have relied upon the
opinions expressed in the letter dated the date hereof of Mark Steffensen, Esq., Counsel to
MSCS, addressed to the Counterparty in connection with the Agreement, and we have assumed
and have not independently verified under the law of any jurisdiction that all such opinions are
valid, reasonable, true, accurate, and complete.

(B) We have assumed and have not independently verified under the law of
any jurisdiction the legal capacity, power, and authority of the Counterparty to execute, deliver,
and perform its obligations under the Agreement, and of the individuals who executed and
delivered the Agreement on behalf of the Counterparty to do so. We have also assumed and
have not independently verified under the law of any jurisdiction that the Agreement constitutes
the legal, valid, and binding agreement of the Counterparty and is enforceable against the
Counterparty in accordance with its terms. In addition, we have relied upon and have not
independently verified statements, representations, and warranties of the Counterparty and its
representatives, including statements, representations, and warranties contained in the
Agreement, and have assumed and have not independently verified that all such statements,
representations, and warranties are true, accurate, and complete.

(¥)  The enforceability of each of the Agreement and the rights and remedies
thereurider are subject to, and may be limited by: (i) applicable bankruptcy, insolvency,
reorganization, moratorium, receivership, conservatorship, or other similar laws from time to
time in effect relating to or affecting generally the enforcement of creditors’ rights; (i) general
principles of equity, including without limitation concepts of materiality, reasonableness, good
faith, and fair dealing (regardless of whether considered in a proceeding at law or in equity); (iii)
the availability of equitable remedies; (iv) the discretion of a court or other authority or body to
grant, impose, or render remedies under specific circumstances; (v) Sections 9-406 and 9-408 of
the New York Uniform Commercial Code to the extent the Agreement purports to prohibit,
restrict, or require the consent of the other party for, the transfer of, or the creation, attachment or
perfection of a security interest in, the Agreement or an interest therein; (vi) limitations imposed
by public policy, although we are not aware of any such limitations that would be relevant to the
enforceability of the Agreement; (vii) each party to the Agreement acting in a commercially
reasonable manner and in good faith in performing its obligations and exercising its rights and
remedies thereunder; and (viii) the discretion of a court or other authority or body to invalidate or
decline to enforce any right, remedy, or provision of the Agreement (including without limitation
the termination payment provisions of the Agreement) determined by it to be a penalty.
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(G)  We express no opinion herein as to (i) whether a court or other authority
or body located outside of the State of New York would enforce the governing law and
submission to jurisdiction provisions of the Agreement and (ii) the creation, legality, validity,
perfection, enforceability, or priority of any lien, security interest, or other encumbrance created
or purported to be created pursuant to the agreement.

We are fumnishing this letter to you solely for your benefit in connection with the
transactions referred to herein. This letter is not to be relied upon, used, circulated, quoted or
otherwise referred to by any other person or for any other purpose without our prior written

consent. In addition, we disclaim any obligation to update this opinion letter for changes in fact
or law, or otherwise.

Very truly yours,
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EXHIBIT A-2

FORM OF OPINION OF INTERNAL COUNSEL
FOR PARTY A

[DATE]

[COUNTERPARTY]
[ADDRESS]

Ladies and Gentlemen:

As Counsel to Morgan Stanley Capital Services Inc., a Delaware corporation ("Morgan
Stanley"), I advise you as follows in connection with the ISDA Master Agreement, the Schedule
[and Credit Support Annex] thereto dated as of [DATE), and the Confirmation thereunder dated
as of [DATE] (the "Agreement”) between Morgan Stanley and you.

In arriving at the opinions expressed below, I have, or someone under my supervision
has, examined an original or copy of: (i) the ISDA Master Agreement and (ii) the Schedule [and
Credit Support Annex] to the ISDA Master Agreement, and (jii) the Confirmation, each executed
on behalf of Morgan Stanley. I have, or someone under my supervision has, also reviewed such
corporate records of Morgan Stanley, certificates of public officials, officers of Morgan Stanley
and other persons, and such other documents, agreements and instruments, and such matters of
law, as I have deemed necessary as a basis for the opinions expressed in this letier. In such
review, I have relied as to certain matters on information obtained from public officials, officers of
Morgan Stanley and other sources believed by me to be reliable, and I have assumed the
genuineness of all signatures, the authenticity of all documents submitted to me as originals, the
conformity to original documents of all documents submitted to me as certified, photostatic or
reproduced copies and the authenticity of the originals of all such latter documents. Based upon
the aforementioned examination and review, and subject to the foregoing and following
comments and gualifications, it is my opinion that:

(1 Morgan Stanley has been duly incorporated and is an existing corporation
in good standing under the laws of the State of Delaware.

) The Agreement has been duly authorized, executed and delivered by
Morgan Stanley.

3) The execution, delivery and performance of the Agreement by Morgan
Stanley does not contravene any provision of the Certificate of
Incorporation or By-Laws of Morgan Stanley,
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In connection with my opinion in paragraph (2) above, [ note that, as of the date of this
opinion, a judgment for money in an action based on the Agreement in a Federal or state court in
the United States ordinarily would be enforced in the United States only in United States dollars.
The date used to determine the rate of conversion of the foreign currency or currency unit in
which an obligation under the Agreement is denominated into United States dollars will depend
on various factors, including which court renders the judgment. Under Section 27 of the New
York Judiciary Law, a state court in the State of New York rendering a judgment on a claim
under the Agreement denominated in & foreign currency or currency unit would be required to
render such judgment in the foreign currency or currency unit in which the claim is denominated,
and that judgment would be converted into United States dollars at the exchange rate prevailing
on the date of entry of the judgment.

In rendering the foregoing opinions, [ have assumed, with respect to all of the documents
referred to in this opinion letter, that (except as to Morgan Stanley): (i) each party to such
documents is duly organized and validly existing; (ii) each party to such documents has the
requisite power and authority (corporate or other) to execute and deliver such documents and
perform its obligations under such documents; (iii) the execution, delivery and performance of
such documents have been duly authorized by each party thereto; (iv) such documents have been
duly executed and delivered by each party thereto; (v} such documents constitute the legal, valid
and binding agreement of each of the parties thereto, enforceable against each such party in
accordance with their respective terms; and (vi) each party to such documents has obtained all
consents, approvals, authorizations, orders, licenses, registrations and qualifications (including
any applicable forsign exchange licenses) from, and has made all filings and registrations with,
all governmental or regulatory authorities or agencies required for the execution or delivery of,
or for the performance or incurrence of any obligations or liabilities under, such documents.

In rendering the foregoing o pinions, I am not addressing any matters relating to any
specific transactions entered into pursuant to the Master Agreement. Furthermore, 1 express no
opinion as to the validity and enforceability of any provision of the Agreement that (i) purports
to limit, condition or impose remedies for the exercise of sither party’s ability to transfer its
rights under the Agreement or a Confirmation in a manner contrary to Section 9-406 or 9-408 of
the New York Uniform Commercial Code; (i) requires any amendment or waiver o be in
writing, to the extent that an oral agresment or waiver, or an implied agreement or waiver by
trade practice or course of conduct, has been created that modifies any such provision; or (iii) is
determined to be a penalty or a forfeiture, including by reason of a party being required or
allowed to pay, deliver, receive or recover (or not to pay, deliver, receive Or recover) any amount
or item. In addition, I express no opinions as to any violation of, or any consent or approval
required under, any law or regulation which may be applicable to Morgan Stanley as a result of the
involvement of any other party to the Agreement. Any foregoing opinion relating to enforceability
ot performance by Morgan Stenley of its obligations are qualified by and subject to bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors' rights and to general equity principles.

The foregoing opinion is limited to the Federal laws of the United States, the laws of the
State of New York and the General Corporation Law of the State of Delaware, and I am expressing
no opinion as to the effect of the laws of any other jurisdiction.
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1 am fumishing this opinion o you solely for your benefit in connection with the above-
referenced Agreement. Except for your own internal use, this opinion is not to be used or
circulated, quoted or otherwise referred to, or relied upon without my express written consent, 1 do

not undertake to update, revise or supplement any opinion or statement herein for any reason
whatsoever.

Very truly yours,

Counsel
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EXHIBIT A-3

FORM OF OPINION OF INTERNAL COUNSEL
FOR PARTY A

[DATE]

[COUNTERPARTY]
[ADDRESS]

Ladies and Gentlemen:

As Counsel to Morgan Stanley, a Delaware corporation (“Morgan Stanley”), I advise
you as follows in connection with the Guarantee issued by Morgan Stanley, dated [DATE] (the
“Guarantee™) in connection with the ISDA Master Agreement, dated as of [DATE] between
Morgan Stanley Capital Services Inc. and [COUNTERPARTY] (the “Agreement”).

In arriving at the opinions expressed below, I have, or someone under my supervision
has, examined an original or copy of the Guarantee executed on behalf of Morgan Stanley. 1
have, or someone under my supervision has, also reviewed such corporate records of Morgan
Stanley, certificates of public officials, officers of Morgan Stanley and other persons, and such
other documents, agreements and instruments, and such matters of law, as I have deemed
necessary as a basis for the opinions expressed in this letter. In such review, I have relied as to
certain matters on information obtained from public officials, officers of Morgan Stanley and other
sources believed by me to be reliable, and I have assumed the genuineness of all signatures, the
authenticity of all documents submitted to me as originals, the conformity to original documents
of all 'documents submitted to me as certified, photostatic or reproduced copies and the
authenticity of the originals of all such latter documents. Based upon the aforementioned
examination and review, and subject to the foregoing and following comments and
qualifications, it is my opinion that:

)} Morgan Stanley has been duly incorporated and is an existing corporation
in good standing under the laws of the State of Delaware.

@) The Guarantee has been duly authorized, executed and delivered by
Morgan Stanley and the Guarantee constitutes the valid and legally
binding obligation of Morgan Stanley enforceable in accordance with its
terms,

3) The execution, delivery and performance of the Guarantee by Morgan
Stanley does not contravene any provision of the Certificate of
Incorporation or By-Laws of Morgan Stanley.
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Any foregoing opinion relating to enforceability or performance by Morgan Stanley of its
obligations are qualified by and subject to bankuptcy, insolvency, fraudulent transfer,

reorganization, moratorium and similar laws of general applicability relating to or affecting
creditors’ rights and to general equity principles.

I am admitted to practice in the State of New York. The foregoing opinion is limited to the
Federal laws of the United States, the laws of the State of New York and the General Corporation

Law of the State of Delaware, and I am expressing no opinion as to the effect of the laws of any
other jurisdiction.

T 'am furnishing this opinion to you solely for your benefit in connection with the above~
referenced Guarantee. Bxcept for your own internal use, this opinion is not to be used or circulated,
quoted or otherwise referred to, or relied upon without my express written consent. I do not

undertake to update, revise or supplement any opinion or statement herein for any reason
whatsoever,

Very truly yours,

Counsel
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EXHIBIT B

FORM OF GUARANTEE
OF MORGAN STANLEY
Date
[Address]
Ladfes and Gentlemen:

In consideration of that certain ISDA Master Agreement dated as of [date]
between M organ S tanley Capital S ervices Inc., a D elaware c orporation (hereinafier “MSCS™)
and [counterparty] (hereinafter “Counterparty”) (such ISDA Master Agreement, together with
each Confirmation exchanged between the parties pursuant thereto, hereinafler the
“Agreement”), Morgan Stanley, a Delaware corporation (hereinafier “MS™), hereby irrevocably
and unconditionally guarantees to Counterparty, with effect from the date of the Agreement, the
due and punctual payment of all amounts payable by MSCS under the Agreement when the same
shall become due and payable, whether on Scheduled Payment Dates, upon demand, upon
declaration of termination or otherwise, in accordance with the terms of the Agreement and
giving effect to any applicable grace period. Upon failure of MSCS punctually to pay any such
amounts, and upon written demand by Counterparty to MS at its address set forth in the signature
block of this Guarantee (or to such other address as MS may specify in writing), MS agrees to
pay or cause to be paid such amounts; provided that delay by Counterparty in giving such
demand shall in no event affect MS’s obligations under this Guarantee.

MS hereby agrees that its obligations hereunder shall be unconditional and will
not be discharged except by complete payment of the amounts payable under the Agreement,
irrespective of any claim as to the Agreement’s validity, regularity or enforceability or the lack
of authority of MSCS to execute or deliver the Agreement; or any change in or amendment to the
Agreement; or any waiver or consent by Counterparty with respect to any provisions thereof; or
the absence o f any action to enforce the A greement or the recovery o f any j udgment a gainst
MSCS or of any action to enforce a judgment against MSCS under the Agreement; or any similar
circumstance which might otherwise constitute a legal or equitable discharge or defense of a
guarantor generally. MS hereby waives diligence, presentment, demand on MSCS for payment
or otherwise (except as provided hereinabove), filing of claims, requirement of a prior
proceeding against MSCS and protest or notice, except as provided for in the Agreement with
respect to amounts payable by MSCS. If at any time payment under the Agreement is rescinded
ot must be otherwise restored or returned by Counterparty upon the insolvency, bankruptcy or
reorganization of MSCS or MS or otherwise, MS’s obligations hereunder with respect to such
payment shall be reinstated upon such restoration or return being made by Counterparty.

MS represents to Counterparty as of the date hereof, which representations will be
deemed to be repeated by MS on each date on which a Transaction is entered into, that:

1. it is duly organized and validly existing under the laws of the jurisdiction of its
incorporation and has full power and legal right to execute and deliver this
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Guarantee and to perform the provisions of this Guarantee on its part to be
performed;

its execution, delivery and performance of this Guarantee have been and remain
duly authorized by all necessary corporate action and do not contravene any
provision of its certificate of incorporation or by-laws or any law, regulation or
contractual restriction binding on it or its assets;

all consents, authorizations, approvals and clearances (including, without
limitation, any necessary exchange control approval) and notifications, reports
and registrations requisite for its due execution, delivery and performance of this
Guarantee have been obtained from or, as the case may be, filed with the relevant
governmental authorities having jurisdiction and remain in full force and effect
and all conditions thereof have been duly complied with and no other action by,
and no notice to or filing with, any governmental authority having jurisdiction is
required for such execution, delivery or performance; and

this Guarantee is its legal, valid and binding obligation enforceable against it in
accordance with its terms except as enforcement hercof may be limited by

applicable bankruptcy, insolvency, reorganization or other similar laws affecting
the enforcement of creditors’ rights or by general equity principles.

By accepting this Guarantee and entering into the Agreement, Counterparty

agrees that MS shall be subrogated to all rights of Counterparty against MSCS in respect of any
amounts paid by MS pursuant to this Guarantee, provided that MS shall be entitled to enforce or
to reccive any payment arising out of or based upon such right of subrogation only to the extent
that it has paid all amounts payable by MSCS under the Agreement.

This Guarantee shall be governed by and construed in accordance with the laws of

the State of New York. All capitalized terms not otherwise defined herein shall have the
respective meanings assigned to them in the Agreement.
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MORGAN STANLEY
By:
Name:
Title:
Address: 1585 Broadway
3rd Floor

New York, NY 10036
Attention:  Derivative Products Group
Fax No.: (212) 761-0162




(Bilateral Form) (ISDA Agreements Subject to New York Law Only)

ISDA.

International Swaps and Derivatives Association, Inc,

CREDIT SUPPORT ANNEX

to the Schedule to the
ISDA MASTER AGREEMENT
dated as of December 8, 2003
between
MORGAN STANLEY CAPITAL SERVICES INC,  and BETHLEHEM AREA SCHOOL DISTRICT
("Party A") (“Party B")

This Annex supplements, forms part of, and is subject to, the above-referenced Agreement, is part of its Schedule
and is a Credit Support Document under this Agreement with respect to each party.

Ar,:cordingly, the parties agree as follows:—
Paragraph 1. Interpretation

(&) Definitions and Inconsistency. Capitalized terms not otherwise defined herein or elsewhers in this
Agreement have the meanings specified pursuant to Paragraph 12, and all seferences in this Annex to Paragraphs are
to Paragraphs of this Annex, In the event of any inconsistency between this Annex and the other provisions of this

Schedule, this Annex will prevail, and in the event of any inconsistency between Paragraph 13 and the other
provisions of this Annex, Paragraph 13 will prevail.

(b) Secured Party and Pledgor. All veferences in this Annex to the “Secured Party” will be to either party
when acting in that capacity and all corresponding references to the “Pledgor” will be to the other party when acting
in that eapacity; provided, however, that if Other Posted Support is held by a party to this Annex, all references
herein to that party as the Secured Party with respect to that Other Posted Support will be to that party as the
benefictary thereof and will not subject that support or that party as the beneficiary thereof to provisions of law
generaily relating to security interests and secured parties,

Paragraph 2. Security Interest

Each party, as the Pledgor, hereby pledges to the other party, as the Secured Party, as security for its Obligations,
and grants to the Secured Party a first priority continuing security interest in, lien on and right of Set-off against all
Posted Collateral Transferred to or received by the Secured Party hereunder. Upon the Transfer by the Secured Party
to the Pledgor of Posted Collateral, the security interest and lien granted hersunder on that Posted Collateral will be
released immediately and, to the extent possible, without any fusther action by either party.
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Paragraph 3. Credit Suppurt Obligations

(a) Delivery Amount. Subject to Paragraphs 4 and 5, upon demand made by the Secured Party on or
promptly following a Valuation Date, if the Delivery Amount for that Valuation Date equals or exceeds the
Pledgor’s Minimum Transfer Amount, then the Pledgor will Transfer to the Secured Party Eligible Credit Support
having a Value ag of the date of Transfer at least equal to the applicable Dslivery Amount {rounded pursuant to
Paragraph 13). Unless otherwise specified in Paragraph 13, the “Delivery Amount™ applicable to the Pledgor for
any Valuation Date will equal the smount by which:

(i) the Credit Support Amount

exceeds
(i) the Value as of that Valuation Date of all Posted Credit Support heid by the Secured Party,

(b) Return Amouni. Subject to Paragrapha 4 and 5, upon a demand made by the Pledgor on or promptly
following a Valuation Date, if the Return Amount for that Valuation Date equals or cxceeds Secured Party's
Minimum Transfer Amount, then the Secured Party will Transfer to the Pledgor Posted Credit Support specified

by the Pledgor in that demand having a Value as of the dats of Transfer as close as practicable to the applicable
Return Amount (rounded pursuant to Paragraph 13). Unless otherwise specified in Paragraph 13, the “Retura
Amonns® applicable to the Secured Party for any Valuation Date will equal the amount by which:

(i) the Valuc as of that Valuation Date of all Posted Credit Support held by the Secured Party
exceeds
(ii) the Credit Support Amount.

“Credit Support A " means, unless otherwlse specified in Paragraph 13, for any Valuation Datz (i) the
Secured Party's Exposure for that Valuation Date plus (ii) the aggregate of all Independent Amounts applicabie
to the Pledgor, if any, minus (jii} all Independent Amounts applicable to the Sscured Party, if any, minus (iv) the
Pledgor’s Threshold; provided, however, that the Credit Support Amount will be deemed ta be zero whenover
the calcufation of Credit Support Amount yields a numbor less than zero.

Paragraph 4. Conditions Precedent, Fransfer Timing, Calculations and Substitutions

(a) Ceonditions Precedent. Each Transfer obligation of the Pledgor under Paragraphs 3 and 5 and of the
Secured Party under Paragraphs 3, 4(d)(ii), 5 and 6(d) is subject to the conditions precadent that:

(i) no Event of Default, Potential Event of Default or Specified Condition has occurred and is continuing
with respect to the other party; and

(i) no Barly Termination Date for which any unsatisfied payment obligations exiat has accurred or been
designated as the result of an Event of Default or Specified Condition with reapect to the other party.

®) Trensfer Timing. Subject to Paragraphs 4(s) and 5 and unleas otherwise specified, if a demand for the
Transfer of Bligible Credit Support or Posted Credit Support is made by the Notification Time, then the relevant
Transfer will be made not later than the close of business on the next Local Busiaess Day; if a demand is made
after the Notification Time, then the relevant Transfer will be made not later than the close of business on the
second Local Business Day thereafter.

(c) Calentations. AN calculations of Value and Exposure for purposes of Paragraphs 3 and 6(d) wilt be made
by the Valuation Agent as of the Valuation Time. The Valuation Agent will notify each pacty (or the other party,
if the Valuation Agent i3 a party) of its calculations not later than the Notification Time on the Local Business
Day following the applicable Valuation Date (or in the case of Paragraph 6(d), following the date of calculation).
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(d) Substitutions,

(1) Uniess otherwise specified in Paragraph 13, upon notice to the Secured Party specifying the items of
Posted Credit Support to be exchanged, the Pledgor may, on sny Local Business Day, Transfer to the
Secured Party substitute Eligible Credit Support (the “Substitute Credit Support™); and

(i) subject to Paragraph 4(a), the Secured Pasty will Transfer ta the Pledgor the items of Posted Credit
Support specified by the Pledgor in its notice not later than the Local Business Day following the date
on which the Secured Party receives the Substitute Credit Support, unless otherwise specified in
Paragraph 13 (the “Substitution Date"); provided that the Secured Party will only be obligated to Transfer
Posted Credit Support with & Value as of the date of Transfer of that Posted Credit Support equal to the
Value as of that date of the Substitute Credit Support,

Paragraph 5. Dispute Resolution

If & party (a “Disputing Party"} disputes (I) the Valuation Agent's calculation of a Delivery Amount or a Return
Amount or (II) the Value of any Transfer of Eligible Credit Support or Posted Credit Support, then (1) the
Disputing Party will notify tha other party and the Valuation Agent (if the Valuation Agent is not the other party)
not later than the close of business on the Local Business Day following (X) the date that the demand is made
under Paragraph 3 in case of (I) above or (Y) the date of Transfer in the case of {13) above, (2) subject to
Paragraph 4(a), the appropriate party will Transfer the undisputed amount to the other party not later than the
close of business on the Local Business Day following (X) the date that the demand is made under Paragraph 3
In the case of (1) above or (Y) the date of Transfer in the case of (If) above, (3) the parties will consult with each
other in an attempt to resolve the dispute and (4) if they fall to resolve the dispute by the Resolution Time, then:

(i) In the case of a dispute Involving a Delivery Amount or Return Amount, unless otherwize specified
in Paragraph 13, the Valuation Agent will recalculate the Exposure and the Value as of the Recaleulation
Date by:

(A) utilizing any calculations of Exposure for the Transactions (or Swap Transactions) that the parties
have agreed are not in dispute;

(B) calculating the Exposure for tho Transactions (or Swap Transactions) in dispute by seeking four
actual quotations at mid-market from Reference Market-makers for purposes of calculating Market
Quotation, and taking the arithmetic average of those obtained; provided that if four quotations are not
available for a particular Transaction (or Swap Trangaction), then fewer than four quotstions may be
used for that Transactien (or Swap Transaction); and if no quotations are available for a paticular
Transsction (or Swap Transaction), then the Valuation Agent's original calculations will be used for
that Transaction (or Swap Transaction); and

(C) utilizing the procedures specified in Paragraph 13 for calculating the Value, if disputed, of Posted
Credit Support.

(ﬂ) In the case of a dispute involving the Value of any Transfer of Eligible Credit Support or Posted

Credit Support, the Valuation Agent will recaleulate the Value as of the date of Transfer pursuant to
Paragraph 13.

Following a recalculation pursuant to this Paragraph, the Valuation Agent will notify each party {or the other
party, if the Valuation Agent is a party) not later than the Notification Time on the Local Business Day following
the Resolution Time. Ths appropriate party witl, upon demand following that notice by the Valuation Agent or
a resolution pursuant to (3) above and subject to Paragraphs 4(a) and 4(b), make the appropriate Transfer.
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Paragraph 6. Holding and Using Posted Collateral

(@) Care of Posted Collateral. Without limiting the Secured Party's rights under Paragraph 6(c), the Secured
Party will exercise reasonable care to assure the safe custody of all Posted Collateral to the extent required by
applicable law, and in any event the Secured Party will be deomed to have exercised reasonable care if it
exercises at least the same degree of cere as it would exercise with respect to its own property. Except as
specified in the preceding sentence, the Secured Patty will have no duty with respect to Posted Collaters,
including, without limitation, any duty to coltect any Distributions, or enforce or preserve any rights pertaining
thereto.

(b) Eligibility to Hold Posted Collateral; Custodians.

@ General. Subject to the satisfaction of any conditions specified in Paragraph 13 for holding Posted
Collateral, the Secured Party will be entitied to hold Pasted Collateral or to appoint an agent (a
“Custodian”) to hold Posted Collateral for the Secured Party. Upon notice by the Secured Party to the
Pledgor of the appointment of a Custodian, the Pledgor’s cbligations to make any Transfer will be
discharged by making the Transfer to that Custodian, The holding of Posted Collateral by & Custodian
will be deemed to be the holding of that Posted Collateral by the Secured Party for which the Custodian
is acting.

(ii) Failure to Satisfy Conditlons. 1f the Securcd Party or its Custodian fails to satisfy any conditions
for holding Posted Collateral, then upon a demand made by the Pledgor, the Secured Party will, not later
than five Local Business Days after the demand, Transfer or cause its Custodian to Transfer all Posted
Collateral held by it to a Custodian that satisfies those conditions or to the Secured Party if it satisfles
those conditions.

(iii) Liobitity. The Secured Party will be liable for the acts or omissions of its Custodian to the same
extent that the Secured Party would be liable hereunder for its own acts or omissions.

(c) Use of Posted Collateral. Unless otherwise specified in Paragraph 13 and without limiting the rights and
obligations of the parties under Paragraphs 3, 4(d)(ii), 5, 6(d) and 8, if the Secured Party is not a Defaulting Party
ot an Affected Party with respect to a Specified Condition and no Early Termination Date has occurred or been
designated as the result of an Event of Default or Specified Condition with respect to the Secured Party, then the
Secured Party will, notwithstanding Section 9-207 of the New York Uniform Commercial Code, have the right
to:

(i) sell, pledge, rehypothecate, nssign, invest, uso, commingle or otherwise disposc of, or otherwise use
in its business any Posted Collateral it holds, free from any claim or right of any nature whatsoever of
the Pledgor, including any equity or right of redemption by the Pledgor; and

(if) register any Posted Collateral in the name of the Secured Party, its Custodian or a nominee for either.

For purpases of the obligation to Transfer Eligible Credit Support or Posted Credit Support pursuant to
Paragraphs 3 and 5 and any rights or remedies authorized under this Agreement, the Secured Party will be
deemed to continue to hold all Posted Collateral and to receive Distributions made thereon, regardless of whether
the Secured Party has exercised any rights with respect to any Posted Collateral pursuant to (i) or (ii) above,

@ Distributions and Interest Amount.

(i) Distributions. Subject to Paragraph 4(a), if the Secured Party receives or is deemed to receive
Distributions on a Local Busfness Day, it will Transfer to the Pledgor not later than the following Local
Business Day any Distributions it receives or is decmed to reccive to the extent that a Delivery Amount
wauld not be created or increased by that Trangfer, ag calculated by the Vuluation Agent (and the date
of calculation will be desmed to be a Valuation Date for this purpose).
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(i) Interest Amount. Unless otherwise specified in Paragraph 13 and subject to Paragraph 4(a), in lieu
of any interest, dividends or other amounts paid or deemed to have besn paid with respect to Posted
Collateral in the form of Cash (all of which may be retained by the Secured Party), the Secured Party
will Transfer to the Pledgor at the times specified in Paragraph 13 the Interest Amount to the extent that
a Delivery Amount would not be created or increased by that Transfer, as caleulated by the Valuation
Agent (and the date of calculation will be deemed to be a Valuation Date for this purpose). The Interest
Amount ot portion thercof not Transferred pursusat to this Paragraph will constitute Posted Collateral
in the form of Cash and will be subject to the security interest granted under Paragraph 2,

Paragraph 7. Eveats of Default
For purposes of Scction 5(a)(iii)(1) of this Agreement, an Event of Default will exist with respect to a pacty if

(i) that party fails (or faila to cause its Custodian) to make, when due, any Transfer of Eligible Collateral,
Posted Collateral or the Interest Amount, as applicable, required to be made by it and that failure
continues for two Local Business Days after notice of that failure is given to that party;

(if) that party fails to comply with any restriction or prohibition specified in this Annex with respect to

any of the rights specified in Paragraph 6(c) and that failure continues for five Local Business Days after
notice of that failure is given to that party; or

(iii) that party fails to comply with or perform any agresment or obligation other than those specified
in Paragraphs 7(i) and 7(ii) and thet failure continues for 30 days after notice of that failure is given to
that party.

Paragraph 8. Certatn Rights and Remedies

(a) Secured Party’s Rights and Remedies. 1f at any time (1) an Event of Default or Specified Condition with
respoct to the Pledgor has occurred and is continuing or (2) an Barly Termination Date has occurred or been
designated as the result of an Event of Default or Specified Condition with respect to the Pledgor, then, unless

the Pledgor has paid in full all of it Obligations that are then due, the Secured Party may exercise one or more
of'the following rights and remedies:

(@ all rights and remedies available to a secured party under applicable law with respect to Posted
Collateral hetd by the Secured Party;

(i) any other rights and remedies svatlable to the Secured Party under the terms of Other Posted Support,
if any;

(jii) the right to Set-off any amounts payable by the Pledgor with respect to any Obligations against any
Posted Collateral or the Cash equivalent of any Posted Collateral held by the Secured Party (or any
obligation of the Secured Party to Transfer that Posted Collateral); and

(iv) the right to Hquidate any Posted Collateral held by the Secured Party through one or more public
or private sales or other dispositions with such notice, il any, as may be required under applicable law,
froe from any claim or right of any nature whatsaever of the Pledgor. including any equity or right of
redemption by the Pledgor (with the Secured Party having the right to purchase any or all of the Posted
Collateral to be sold) and to apply the proceeds (or the Cash cquivalent thereof) from the liquidation of

the Posted Collateral to any amounts payable by the Pledgor with respect to any Obligations in that order
as the Secured Party may elect.

Each party scknowledges and agrees that Posted Collatera! in the form of securitles may decline speedily in value
and is of a type customarily sold on a recognized market, and, accordingfy, the Pledgor is not entitled to prior

notice of any sale of that Posted Collateral by the Secured Party, except any notice that is required under
applicable law and cannot be walved,
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) Pledgor’s Rights and Remedies, 1f at any time an Eacly Termination Date has occurted or been
designated as the result of an Event of Default or Specified Condition with respect to the Secured Party, then
(except in the case of an Early Termination Date relating to less then ali Transactiona (or Swap Tronsactions)
where the Secnred Party has paid in full afl of its obligations that are then due under Section 6(c) of this
Agreemant):

() the Pledgor may exercise all rights and remedies available ta a Pledgor under applicable law with
respect to Posted Collateral held by the Sscured Party;

(ii) the Pledgor may exercise any other rights and remedics available to the Pledgor under the terms of
Other Posted Support, if any;

(iii) the Secured Party will be obligated immediately to Transfer all Posted Collateral and the Interest
Amount to the Pledgor; and

(iv) to the extent that Posted Collateral or the Interest Amount is not so Transferred pursuant to
(iii) above, the Pledgor may:

(A) Set-off any amounts payable by tha Pledgor with respect to any Obligations against any Posted
Collateral or the Cash equivelent of any Posted Collateral held by the Secured Party (or any obligation
of the Scoured Party to Transfer that Posted Collateral); and

(B) to the extent that the Pledgor does not Set-off under (iv)(A) above, withhold payment of any
remaining amounts payable by the Pledgor with respect to any Obligations, up to the Vaiue of any
remaining Posted Collateral held by the Secured Party, until that Posted Collateral is Transferred to
the Pledgor.

{c) Deflciencies and Excess Proceeds. The Secured Party will Transfer to the Pledgor any proceeds and
Posted Credit Support remaining after liquidation, Set-off and/or application under Paragraphs 8(a) and B(b) after
satisfaction in fult of all amounts payable by the Pledgor with rospect to any Obligatiens; the Pledgor in all cventa
will remain liable for any amounts remaining unpaid after any liquidation, Set-off and/or application under

Paragraphs 8(a) and 8(b).

(@ Final Returns. When no amounts sre or thereafter may becomme payable by the Pledgor with respect to
any Obligations (except for any potential liabllity under Scction 2(d) of this Agreement), the Secured Party will
Transfer to the Pledgar all Posted Credit Support and the Interest Amount, if any.

Paragraph 9. Representations

Each party represents to the other party (which representations will be deemed to be repeated as of each date on
which it, as the Pledgor, Tranafers Eligible Collateral) that:

(i) it has the power to grant a security intercst in and lien on any Eligible Collateral it Transfers as the
Pledgor and has taken all necessary actions to authorize the granting of that security interest and lien;

(ii) it is the sole owner of or otherwise hes the right to Transfer il Eligible Collateral it Transfers to the
Secured Party hersunder, free and clear of any security interest, len, cncumbrance or other restrictions
other than the security interest and lien granted under Paragraph 2;

(iii) upon the Transfer of any Eligible Collateral to the Secured Party under the terms of this Annex, the
Secured Party will have a valid and perfected first priority security intecest therein (assuming that any
central clearing corporation or any third-party financial intermediary or other eatity not within the control
of the Pledgor involved in the Transfer of that Eligible Collateral gives the notices and takes the action
vequired of it under applicable law for perfection of that interest); and

(iv) the performance by it of its obligations under this Annex will not resuit in the creation of any
security interest, lien or other encumbrance on any Posted Collateral other than the security interest and
lien granted under Paragraph 2.
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Paragraph 10. Expenses

(a) General. Except as otherwise provided in Paragraphs 10(b) and 10(c), each party will pay its own costs

and expenses in connection with performing its obligations under this Annex and neither party will be lisble for
any costs and expenses incurred by the other party in connection berewith.

(b} Posted Credit Support. The Pledgor will promptly pay when due all taxes, assessments or charges of any
nature that are imposed with respect to Posted Credit Support held by the Secured Party upon becoming aware
of the same, regardicss of whether any portion of that Posted Credit Support is subsequently disposed of under

Paragraph 6(c), except for thoss taxes, assessments and charges that result from the sxercise of the Secured
Party’s rights under Paragraph 6(c).

(c) Ligquidation/Application of Posted Credit Support. All reasonable costs and expenses incurred by or on
bahalf of the Secured Party or the Pledgor in connection with the liquidation and/or application of any Posted
Credit Support under Paragraph 8 will be payable, on demand and pursuant to the Expenses Section of thig
Agreement, by the Defaulting Party or, if thete is no Defaulting Party, equally by the parties.

Paragraph 11, Miscellanesus

(2) Default Interest. A Secured Party that fails to make, when due, any Transfer of Posted Collateral or the
Interest Amount will be obliged to pay the Pledgor (to the extent permitted under applicable law} an amount
equal to interest at the Dofault Rate multipiied by the Value of the items of property that wero required to be
Transferred, from (and including) the date that the Posted Collateral or Interest Amount was required to be
Transferred to (but excluding) the date of Transfer of that Posted Collateral or Interest Amount. This interest will
be calculsted on the basis of daily compounding and the actual number of days elapsed.

(b) Farther Assurances. Promptly following a demand made by a party, the other party will execute, deliver,
file and record any financing statement, specific assignment or other document and take any other action that may
bs necessary or desirable and reasonably requested by that party to create, preserve, perfect or validate any
security interest or lien granted under Paragraph 2, to enable that party to exercise or enforce its rights under this

Annex with respect to Posted Credit Support or an Interest Amount or to effect or document a release of a
security interest on Posted Collateral or an Interest Amount,

() Farther Protection, The Pledgor will promptly give notice to the Secured Party of, and defend zgainst,
any suit, action, proceeding or lien that involves Posted Credit Support Transferred by the Pledgor or that could
adversely affect the security interest and lien granted by it under Paragraph 2, unless that suit, action, proceeding
or lien results from the exsrcise of the Secured Party's rights under Paragraph 6(c).

(@) Good Faith and Commiercially Reasonable Manner. Performance of all obligations under this Annex,

including, but not limited to, all calculations, valuations and determinations made by either party, will be made
in good faith and in a commercially reasonable manner.

{e) Demands and Notices. All demends and noticos made by a party under this Annex will be made as
specified in the Notices Section of this Agreement, except as otherwise provided in Paragraph 13,

(6] Specifications of Certaln Matters. Anything referred to in this Annex as beiog specified in Paragraph

13 also may be specified in one or mors Confirmations or other documents and this Annex will be construed
accordingly.
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Paragraph 12. Definitions
As used in this Annex:—

“Cash™ means the lawful currency of the United States of America.
“Credit Support Amount” has the meaning specified in Paragraph 3.
“Custodian™ has the meaning specified in Paragraphs 6(b)() and 13.
“Delivery Amonnt™ hes the mezning specified in Paragraph 3(a).
“Disputing Party” has the meaning specified In Paragraph 5.

“Distributions” means with respect to Posted Collateral other than Cash, sll principal, interest and other payments
and distcibutions of cash or other property with respect thereto, regardiess of whether the Secured Party hes
disposed of that Posted Collateral under Paragraph 6(c). Distributions will not include any ltem of property
acquired by the Seoured Party upon any disposition or liquidation of Posted Collateral or, with respect to any
Posted Collateral in the form of Cash, any distributions on that collateral, unless otherwige specified herein,

“Fligible Collateral® means, with respect to a party, the items, if any, specified as such for that party in
Paragraph 13.

“Eligible Credit Suppors™ means Eligible Collateral and Other Eligible Support.

“Exposure” means for any Valuation Date or other date for which Exposure is calculated and subject to
Paragraph 5 in the case of a dispute, the amouat, if any, that would be payable to a party that is the Secured
Party by the other party (expressed as a positive number) or by a party that is the Secursd Party to the other party
(expressed as a ncgative number) pursuant to Section 6(e)(ii}2)(A) of this Agreement as if all Transactions (or
Swap Transactions) were being terminated as of the relevant Valuation Time; provided that Market Quotation
will be determined by the Valuation Agent using its estimates at mid-market of the amounts that would be paid
for Replacement Trensactions (as that term is defined in the definition of “Market Quotation™).

“Independent Amount™ means, with respect to a party, the amount specified as such for that paﬁy in Paragraph
13; if no amount is specified, zero.

“Inrerest Amount” means, with respect to an Interest Period, the aggregate sum of the amounts of interest
calculated for each day in that Interest Period on the principel amount of Posted Collateral in the form of Cash
held by the Secured Party on that day, determined by the Securod Party for each such day as follows:

(x) the amount of Cash on that day; multiplied by
(y) the Interest Rate in effect for that day; divided by
(z) 360,

“fnterest Period” means the period from (and including) the last Local Business Day on which an Iuterest
Amount was Transferred (or, if no laterest Amount has yet been Tranaferred, the Local Business Day on which
Posted Collateral in the form of Cash was Transferred to or received by the Securcd Party) to (but excluding)
the Local Business Day on which the current Interest Amount is to be Transferred.

%Interest Rate” means the mte specified in Paragraph 13.

I ocal Business Day™, unless otherwise specified in Paragraph 13, has the meaning specified in the Definitions
Section of this Agreement, except that references to a payment in clause (b), thereof will be deemed to include
a Transfer under this Annex.
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“Minimum Transfer Amount™ means, with respect to a party, the amount specified ag such for that party in
Paragraph 13; if no amount is specified, zero.

“NotifIcation Time” has the mesning specified in Paragraph 13.

“Obligations™ means, with respect to a party, all present and future obligations of that party under this Agreement
and any additional obligations specified for that party in Paragraph 13.

“OQther Eligibie Support” means, with respect to s party, the itoms, if any, specified as such for that party in
Paragraph 13.

“Other Posted Support” means all Other Eligible Support Transferced to the Secured Party that remains in effect
for the benefit of that Secuced Party.

“Pledgor” means cither party, when that party (i) recoives a demand for ar is required to Transfer Eligible Credit
Support under Paragraph 3(2) or (ii) has Transferred Eligible Credit Support under Paragraph 3(z).

“Posted Collateral” means all Eligible Collaterul, other property, Distributions, and ali proceeds thereof that have
been Transferred to or received by the Secured Party under this Annex and not Transferred to the Pledgor
pursuant to Paragraph 3(b), 4(d)(ii) or 6(d)(i) or released by the Secured Party under Paragraph B. Any Iuterest
Amount or portion thereof not Transferred pursuant to Paragraph 6(d)(ii) will constitute Posted Collateral in the

form of Cash.
“Pasted Credit Support” means Posted Collateral and Other Posted Support.

“Recalculation Date™ means the Valuation Date that gives rise to the dispute under Paragraph §; provided,

however, that if 2 subscquent Valuation Date occurs under Paragraph 3 prior to the cesolution of the dispute, then
the “Recalculation Date” means the most recent Valuation Date under Paragraph 3.

“Resolution Time" haa the meaning specified in Paragraph 13.

“Refurn A ¢” has the meaning speclfied in Paragraph 3¢b).

“Secured Party” means either party, when that party (i) makes a demand for or is entitled to receive Eligible
Credit Support under Paragraph 3(a) or (ii) holds or is deemed to hold Posted Credit Support.

“Specifted Conditlon” means, with respect to a party, any event specified as such for that party in Paragraph 13,
“Substitute Crdf:Sapparl” has the meaning specified in Paragraph 4(d)(i).
“Substitution Date™ has the meaning specified in Paragraph 4(d)(ii).

“Threshold™ means, with respect 1o a party, the amount specified as such for that party in Paragraph 13; if no
amount is specified, zero,

“Transfer” means, with respect to any Eligible Credit Support, Posted Credit Support or Interest Amount, and
in accordance with the instructions of the Secured Party, Pledgor or Custodian, as applicable:

(i) in the case of Cash, payment or delivery by wire transfer into one or more bank sccounts specified
by the recipient;

(i) in the case of certificated securities that cannot be paid or delivered by book-entry, payment or
detivery in appropriate physical form to the recipient or its account accompanied by any duly executed

instruments of transfer, assignments in biank, transfer tax stamps and any other documents necessary to
constitute a legally valid transfer to the recipient;

(iif) in the case of sceurities that can be paid or delivered by book-entry, the giving of written instructions
to the relevant depository institution or other entity specificd by the recipient, together with a written
copy thereof to the recipient, sufficient if complied with to result in a legally effective transfer of the
relovant interest to the recipient; and

(iv) in the case of Other Eligible Support or Other Posted Support, as specifted in Paragraph 13.
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“Valuation Agent” has the meaning specified in Paragraph 13.

“Valuation Date” means each date specified in or otherwise determined pursuant to Paragraph 13.
“Valuation Percentage” means, for any item of Eligible Collateral, the percentage specified in Paragraph 13.
“Valuation Time™ has the meaning specified in Paragraph 13,

“Valwe® means for any Valuation Date or other date for which Value is calculated and subject to Paragraph 5
in the case of & dispute, with respect to:

(i) Eligible Collateral or Posted Collateral that is:
(A) Cash, the amount thereof; and

(B) a sccurity, the bid price cbtained by the Valuation Agent multiplied by the applicable Valuation
Percentage, if any;

(i) Posted Collateral that consists of items that ace not specified as Eligible Collateral, zero; and

(iif) Other Eligible Suppor and Other Posted Support, as specified in Paragraph 13.
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EXECUTION COPY

Paragraph 13, Elections and Variables

(a) Security Interest for “Obligations”. The term “Obligarions” as used in this Annex includes the following
additional obligations with respect to Party A and Party B: None.

(b) Credit Support Obligations,

(i) “Delivery Amount”, “Return Amount” and “Credit Support Amaeunt” each has the meaning

specified in Paragraph 3.
(i Eligible Collateral. The following items will qualify as “Eligible Collateral” for Party A:
qf
Valuation
JYercentage
100%
(A)  Cash
(B} Treasury Securities and Agency Notes having a remaining maturity
of:
Not more than 1 year 99%
More than 1 year but not more than 10 years 98%
More than 10 years 96%
©) Agency Notes having a remaining maturity of:
Not more than 1 year 98%
More than 1 year but not more than 10 years 97%
More than 10 years 95%
As agreed by
) Any other item agreed upon in writing from time to time by the the parties

parties
(iii) Other Eligible Support: Not applicable,

(iv) Thresholds.

(A) “Independent Amount” means, with respect to a party, at any time the aggregate of any
Independent Amounts specified with respect to such party in the Confirmations of all
Transactions outstanding at that time.

(B) “Threshold” and “Minlmum Transfer Amount® respectively mean:

(i) with respect to Party A, at any time the amount specified in the table below
under the relevant heading opposite whatever is the lower of the ratings et that
time assigned by Standard & Poor's Ratings Group (“S&P") and Moody's
Investors Services, Inc. (*Moady’s”) to the senior, unsccured, unenhanced debt
of Morgan Stanley (“MS8™), provided that (a) if the senior, unsecured,
unenhanced debt of MS is rated by only one of S&P or Moody’s, the Threshold
and the Minimum Tranafer Amount with respect to Party A will be the amount
specified in the table below under the relevant heading opposite that rating and
(b) if an Event of Default or Potential Event of Default with respect to Party A
has occurred and is continuing, the Threshold and the Minimum Transfer
Amount with respect to Party A shall each be zero, or
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(&)

)

(ii) with respect to Party B, Threshold shall be infinite and Minimum Transfer
Amount shall mean $100,000, provided that if an Bvent of Default or Potential
Event of Default with respect to Party B has occurred and is continuing, the
Minimum Transfer Amount with respect to Party B shall be zero.

Ratings Table
Minimum
Moody's S&P Threshold Transfer Amount
Baa2 and above BBB and above Infinits USD 1,000,000
Baa3 and below BBB- and below Zero USD 100,000
or unrated (if or unrated (if

previously rated) by  previously rated) by
S&P and Moody's S&P and Moody’s

© Rounding. The Delivery Amount and the Return Amount will not be rounded up or
down.

Valuation and Timing.

(i) “Valuation Agent” means for purposes of Paragraphs 3 and 5, the party making the demand
under Paragraph 3, and, for purposes of Paragraph 6(d), the Secured Party receiving or deemod to
receive the Distributions or the Interest Amount, as applicable.

(ii) “Yaluation Date” means each New York Banking Day (as defined in the 2000 ISDA Definitions
as published by the International Swaps and Derivatives Assaciation, Inc. (*ISDA™} without
regard to any amendment after the date hereof) (the “ISDA Definitions”).

(iii) “Valuation Time” means the close ofbusiness inNew York onthe New Y ork B anking Day
hefore the Valuation Date or date of calculation, as applicable, or any time on the Valuation Date
or date of calculation, as applicable; provided that the calculations of Value and Bxposurs will be
miade as of approximately the same time on the same date,

(iv) “Notiflcatlon Time" means 10:00 am., New York time, on a Local Business Day.

v) “Transfer Timing" Paragraph 4(b) is amended by (A) deleting the word "next" in the third line
thereof and replacing it with the word "same"; and (B) deleting the words "second Local Business
Day thereafter” in the fifth line thereof and replacing them with the words "next Local Business
Day".

Conditions Precedent and Secured Party’s Rights and Remedies. For the purposes of Paragraph 8(a), each

Termination Eveot will constitute a Specified Condition with respect to a Pledgor, if the Pledgor fails to

pay when due any amount payable by it in connection with an Early Termination Date designated in

connection with that Termination Event. For all other purposes of this Annex, each Additional Termination
Event will be a Specified Condition with respect to the relevant party.

Substitution.
(i) “Substitution Date” has the meaning specified in Paragraph 4(d)(ii).

(i) Consent. The Pledgor need not obtain the Secured Party's consent for any substitution pursuant to
Paragraph 4(d).

Disptite Resolution.
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(i)

(i)

“Resolution Time” means 1:00 p.m., New York time, on the Local Business Day following the date
on which ths notice is given that gives rise to a dispute under Paragraph 5.

Value. For the purpose of Paragraphs 5(i)(C) and 5(ii), the Value of Posted Credit Support or of
any Transfer of Eligible Credit Support or Posted Credit Support, as the case may be, will be
calculated by the Valuation Agent in accordance with standard market practice using third party
sources (such as, by way of example only, Bloomberg or Reuters) where avaitable,

Alternarive. Paragraph § is amended by substituting the following for subclauses (1) and (2):

*“(1) the Disputing Party will notify the other party and the Valuation Agent (if the
Valuation Agent is not the other party) not later than the close of business on the Lacal
Business Day (X) that the Transfer otherwise would have been due if no dispute had
existed in the case of (1) above, or (Y) following the date of Transfer in the case of {n
above, (2) subject to Paragraph 4 (a), the appropriate party will T ransfer the undisputed
amount to the other party not later than the close of business on the Local Business Day
(X) that the Transfer otherwiso would have been due if no dispute had existed in the case
of (I) above, or (Y) following the date of Transfer in the case of ({I) abovs,”

(8) Holding and Using Posted Collateral,

i)

(i) Eligibility to Hold Posted Collateral; Custodians. Party B and its Custodian
will be entitled to hold Posted Collateral pursuant to Paragraph 6(b); provided
that the following conditions applicable to it are satisfied:

(A) Party B is not a Defaulting Party.

(B) Posted Collateral may be held only in the following jurisdictions: the United States of
America,

Initially, the Custodian for Party B is [PLEASE PROVIDE].

Use of Posted Collateral. The provisions of Paragraph 6(c) will apply.

(k) Distributions and Interest Amount.

(@)

6]

(iif)

“Interest Rate”, The “Interest Rate” will be, with respect to Eligible Collateral in the form of
Cash, for any day, USD-LIBOR-BBA, with a designated maturity of one month.

Transfer of Interest Amount. The Transfer of the Interest Amount will be made on the last Local
Business Day of each calendar month and on any Local Business Day that Posted Collateral in the
form of cash in the relevant currency is Transferred to the Pledgor pursuant to Paragraph 3(b).

Alternative to Interest Amouns, The provisions of Paragraph 6(d)(ii) will apply.

()] Additional Representation(s). Each of Party A and Party B represents that it {s not a U.S. bank or thrift
institution subject to the Federal Deposit Insurance Act as amended (including amendments effected by the
Financial Institutions Reform, Recovery, and Bnforcement Act of 1989).

6] Other Eligible Support and Other Posted Support. “Vatue” aud “Transfer” with respect to Other Eligible
Support and Other Posted Support each means: Not applicable,

x) Demands and Notices

All demands, specifications and notices to Party A under this Annex will be made to;
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(m)

Morgan Stanley Capital Services Inc.
1585 Broadway

3rd F. - FID Controllers

New York, NY 10036

Att: FID Collateral Manager

Phone: 212-761-0877

Fax: 212-507-4949

email: nyfidcoll@morganstanley.com

and alt demands, specifications and notices to Party B under this Annex will be made to:

[PLEASE PROVIDE]
provided that any demend, specification or notice may be made by telephone (“Telephone Notice™)
between employees of each party if such Telephone Notice is confirmed by a subsequent written instruction

(which may be delivered via facsimile or email) by the close of business on the same day that such
Telephone Notice is given.

Addresses for Transfers.

Party A:

Cash: CITIBANK, New York

ABANo.: 021 000 089

Account No.: 4072 - 4601

Treasury Securities

and Agency Notes: Bank of New York, New York/Morgan Stanley & Co. Incorporated
ABA No.: 021000018

Party B: [PLEASE PROVIDE TO EXPEDITE ANY DELIVERY/RETURN OF BLIGIBLE
COLLATERAL]

Other Provisions.

@) Notwithstanding any other provision in this Agreement to the contrary, no full or partiel failure to
exercise and no delay in exercising, on the part of Party A or Party B, any right, remedy, power or
privilege permitted hereunder shall operate in any way as a waiver thereof by such party, including
without limitation any failure to exercise or any delay In exercising to any or to the full extent of
such party's rights with respect to transfer timing pursuant to P aragraph 4 (b), regardless o fthe
frequency of such failure or delay. .

@) In all cases, in order to facilitate calculation of the Delivery Amount and the Return Amount for a
particular Valuation Date in accordance with Paragraph 3 of this Annex:

(A) Eligible Collateral;
(B) Exposure; and

©) Posted Collateral
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(if)

shall each be expressed in US Dollars. If any of these items are expressed in a currency other than
US Dollars, then they shall be converted into US Dollar amounts at the spot exchange rate
determined by the Valuation Agent on that Valuation Date.

Form of Annex. The parties hereby agree that the text of the body of this Annex is intended to be
the printed form of 1994 ISDA Credit Support Annex (Bilateral Form — ISDA Agreements
Subject to New York Law Only version) as published and copyrighted by the Internationsl Swaps
and Derivatives Association, Inc.

(n) One-Way Collateral Obligations

(i)

(i)

(i)

Paragraph 1(b) of this Annex i3 hereby deleted in its entirety and replaced with the following:

(b) Secured Party and Pledgor. All references in this Annex to the “Secured Party”
will be to Party B and all corresponding references to the “Pledgor” will be to Party A.

The definition of “Pledgor” in Paragraph 12 of this Annex is amended by deleting the phrase
“‘either party” and replacing it with “Party A", The definition of “Secured Party” in Paragraph 12
of this Annex is amended by deleting the phrase “either party” and replacing it with “Party B".

Paragraph 2 of this Annex is hereby deleted in its entirety and replaced with the following:

The Pledgor hereby pledges to the Secured Party, a8 security for its Obligations, and grants to the
Secured Party a first prictity continuing security interest in, lien on and right of Set-off against all
Posted Collateral Transferred to or received by the Secured Party hereunder, Upon the Transfer by
the Secured Party to the Pledgor of Posted Collateral, the security interest and lien pranted hereunder
on that Posted Collateral will be released immediately and, to the extent possible, without any
further action by either party.

(0)  Additional Definitions

®

(i)

NYLIBS 744821 .4

“Agency Notes” means negotiable senior debt obligations which are fully guaranteed as to both
principal and interest by the Federal National Mortgage Association or the Federal Home loan
Morigage Corporation, but excluding (i) intersst only and principal only securities and (ii)
Collateralized Morigage Obligations, Real Estate Mortgage Investment Conduits and similar
derivative securities.

“Treasury Securifles” means U.S. Dollar-denominated senior debt securities of the United States
of America issued by the U.8. Treasury Department and backed by the full faith and credit of the
United States of America,




IN WITNESS WHEREOF, the parties have executed this Credit Support Annex
by their duly authorized officers as of the date hereof.

MORGAN STANLEY CAPITAL SERVICES
INC.

By: MM C S dae —
Name

Title: NINA C. SIMMONS
VICE PRESIDENT

BETHLEHEM AREA SCHOOL DISTRICT

T Pt S

=
Josdph L, Craig
€. Board President




Proof of Publication Notice in The Morning Call

Under Act No. 587, Approved May 16, 1929, and its amendments

STATE OF PENNSYLVANIA

§8%
COUNTY OF LEHIGH

Glenn Adams, Credit Manager of THE

MORNING CALL, INC.,, of the County and State aforesaid, being duly swom,
depascs and says that THE MORNING CALL is a newspaper of generat
circulation as defined by the aforesaid Act, whose place of business is 101 North
Sixth Street, City of Allentown, County and State aforesaid, and that the said
aewspaper was cstablished in (883 since which date THE MORNING CALL has
been regularly issued in said County, and that the printed notice or adverntisement
attached heroto is exactly the same as was printed and published in regular
editions and issues of the said THE MORNING CALL on the following dates, viz.:

LT T P

worenenwe 00 the | L1th  day of | November 2004
Affiant further deposes that he is the designated agent duly authorized by THE

MORNING CALL, INC., a corporation, publisher of said THE MORNING

CALL, a newspaper of general circulation, to verify the foregoing statement under

oath, and the affiant is not intorested in the subject matter of the aforesaid notics

or advertisement, and that al} allegations in the foregoing statements as to time,

place and character of publication are true.

Designated Agent, THE MORNING CALL, INC,

SWORN to and subscribed before me this 12th

day of
November | 2004

)

COMMONME R TH G PEINNSYLVANIA
Nokerizl Sast .
Jeanne Reigs, Notary Public
City Of Allentoun, Lehigh County

Mamber, Pennsylvania Association Of Notaries

asavesarresnteansuttotsiaaniinarane

COPY OF NOTICE OR ADVERTISEMENT

PUBLISHER'S RECEIPT FOR ADVERTISING COSTS

THE MORNING CALL, INC., publisher of THE MORNING CALL, a newspaper of general circulation, hereby acknowledges receipt of the

aforesaid notice and publication costs and certifies that the same have been duly paid.

Record #17634

THE MORNING CALL, INC. a Corporatien,
ers of THE MORNING CALL
wspaper of Gengrd Cifeul




Proof of Publication Notice in The Morning Call

Under Act No. 587, Approved May 16, 1929, and its amendments

STATE OF PENNSYLVANIA }
$8:

COPY OF NOTICE OR ADVERTISEMENT COUNTY OF LEHIGH

Sharon Madden. Billine & Collections Manneer of THE

MORNING CALL, INC., of the County and Statc aloresaid, being duly sworn,
deposes and vays that THE MORNING CALL. is a newspaper of gencral
circulation as defined by the aforesaid Act, whaose place of business is 101 North
Sixih Street, City of Allentown, County and State aforesaid. and that the said
newspaper was cstablished in 1888 since which datc THE MORNING CALL has
been regularly issued in said County, and that the prinied notice or advertisement
attached hereto is exactly the same as was printed and published in regular

editions and issues of the said THE MORNING CALL on the following dates,
viz:

andthe 3RD dayol DECEMBER

AD 20 04

Affiant further deposes that he is the designated agent duly authorized by THE
MORNING CALL, INC.. a corporation, publisher of said THE MORNING
CALL, a newspaper of general circulation. to verify the faregoing statement under
onth, and the atfiant is not interested in the subject matter of the aforesaid notice
of advertisernent, and that all aliegations in the foregoing statemeants as to time,
place and character of publication are true.

. )Cffwjl}ﬁ 0 ”WU(__

Designated Agent, THE MORNING CALL. INC,

SWORN to and subscribed before me this
3rd day of

T S e Prrepvary

. DECEMBER 30 n 04

ary Public
grg County
Jan. 29, 2005

Member, Pennsyivania Assoclation of Notarles

My Commission Expires:
PUBLISHER'S RECEIPT FOR ABVERTISING COSTS
THE MORNING CALL. INC.. publisher of THE MORNING CALL. a newspaper of generat circulation, hereby acknowledges receipt of the
aforesaid notice and publication cosis and certifies that the same have been duly paid.
THE MORNING CALL, INC, a Corporation,
Publishers of THE MORNING CALL
A New of Generat Circulation

Retord # 1€+40




No. Term, 20

Proof of Publication of Notice in The Express-Times
Under Act No. 587, approved May 16, 1929

State of Pennsylvania  ss:
County of Northampton

Rebecca Weaver, Credit, A/R, A/P manager of The Express-Times, doing business in the County and

State aforesaid, being duly sworn, deposes and says that The Express-Times is a daily newspaper published at

30 No. 4" Street, City of Easton, County and State aforesaid, which was established in the year 1855, since

which date said daily newspaper has been regularly issued in said County. and that a copy of the printed notice

of publication is attached hereto exactly as the same was printed and published in the regular editions and issues

of the said daily newspaper on the following date, viz:

HOTIOR OF FUBLIC MEETING
FOR CONSIGERATON OF PRI

Datad: Novsmber 11, 2004

aPOSID
APPROVING AR INYEREST RATE MANAGERENT PLAN

s Loost Govemment Unk of

mmonwmu.mmmm , approved

Aoy f m:mmmm :

puic! mmm affica of the Secratary of

the ool w1318

:ud bmunhomﬂmma.mmd4:

P

‘ Shewey . Majewshl, i1, Sacratury
Bathieham Ares School District

Notarlal Seal
Elalne L, Kehler, Notary Public

City of Easton, Northampton County
My Commission Expires July 18, 2005

and the 11th day of November, A.D. 2004,

Affiant further deposes that she is duly authorized by The
Express-Times, a daily newspaper to verify the foregoing
statement under oath and also declares that affiant is not interested
in the subject matter of the aforesaid notice of publication and that
all allegations in the foregoing statement as to time, place and
character of publication are true.

/ﬂ bpse /(M

Credit, A/R. A/P Mgr., The Express-Times

worn to and subscribed hefore me this 11th day of
004,

A Py

Elaine L. Kehler, Notary Public
My Commission Expires July 18, 2005

State of Advertising Costs
Hartman Underhill & Brubaker LLP/ Stephen R. Lazun
221 East Chestnut Street
Lancaster, Petmsylvania 17602-2782

To The Express-Times, Dr.

For Publishing the notice of advertisement
attached hereto on the above stated dates- ................ $133.92
Service charge ...,
Total v e

. 3.3.00
v $ 136,92

Publisher’s Receipt for Advertising Costs
The Express-Times, a daily newspaper, hereby
acknowledges receipt of the aforesaid advertising and publication

costs, and certifies that the same have been fully paid.

The Express-Times, a Daity Newspaper
30 No. 4" St.. Easton. PA  Estublished 1855 Dial (610) 258-7171
By
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Proof of Publication of Notice in The Express-Times

Under Act No. 587, approved May 16, 1929

State of Pennsyivania s
County ol Northampton

Rebecca Weaver, Credit, A/R, A/P manager of The Express-Times, doing business in the County and
State aforesaid, being duly swom, deposes and says that The Exptess-Times is a daily newspaper published at
30 No. 4" Street, City of Easton, Counity and State aforesaid, which was cstablished in the year 1855, since
which date said daily newspaper has been regularly issued in said County, and that a copy of the printed notice

of publication is attached hereto exactly as the same was printed and published in the regular editions and issues

of the said daily newspaper on the following date, viz: and the 3rd day of December, A.D. 2004,

Affiant further deposes that she is duly authorized by The
Express-Times, a daily newspaper 10 verify the foregoing
statement under oath and also declares (hat affiant is not interested

2 School Disctra e[ | i tle subject matter of the aforesaid notice of publication and that
- g end Lo i, o all allegations in the foregoing statement as to time, place and

AGATOVIOE 40 e ¢
ﬁ Rl cod by %ﬂmﬁ character of publication are true.

Wzg’km Credit, AR, 4P Mgr.. The Express-Times
;B

o o + e inpuon of e o 3nd

e | N

Pommodsatle, At K- 117 01 1998, eimaved Swaorn to and subscribed befare me this 3rd day of

Deger 004.

e e i - .

W, Tho T bt of 1 Rk .

oy “% i w&mmm Elaine L. Kehier, Notary Public

1516 Sycmmors Street, Bethisham, Penmtvanis, o0 Wy . .
vaiece Gy groust Ssordeys st L.i.em My Comumission Expires July 18, 200§

Sl o S O State of Advertising Costs

Datod: Decomber 3, 2004 Hurtman Underhill & Brubaker LLP/ Stephen R. Lazun
. 221 East Chestuut Street

Lancaster, Pennsylvania 17602-2782

To The Express-Times. Dr.

Notarial Seal
Cnyﬂoaflg:ét‘olfyeg}gﬁggggoﬁug cljlgnty For Publishing the natice of advertisement
MyCommIsslo;l Expires July 18, 2005 attached hereto on the above stated dates- ................ $ 120,96
2 Service charge .. § 300
Total e $129.96

Publisher’s Receipt for Advertising Costs
The Express-Times, a daily newspaper, hereby
acknowledges receipt of the aforesaid advertising and pubfication
costs, and certifies that the same have been fully paid.

The Express-Tintes, a Daily Newspaper
30 No. 4% Su. Easton. PA  Kstublivhed 1855 Dial (610) 258-7171
B3y




Morgan Stanley

Municipal Capital Markets

Date:  December 23, 2003

| To: Bethlchem Area School District From: Morgan Stanley Capital Services Inc.
Attn:  Stanley Majewskd Contact: Gregory Pacelli
Fax:  610-861-8107 Fax: 212-762-8227
Tel:  610-861-0500 Tel: 212-762-7415

Re: Interest Rate Swap MSCS Ref. No, AUC32

The purpose of this letter agreement is to confirm the terms and conditions of the Swap Transaction entered
into between ug ou the Trade Date specified below (the “Transaction™). This letter agreement constitutes a
“Confirmation” as referred to tn the ISDA Master Agreement below.

The definitions and provisions contained in the 2000 ISDA Definitions and the 1992 ISDA U.S. Municipal
Counterparty Definitions (each as published by the International Swaps and Derivatives Association, Inc.) (the
“Definitions") are incorporated into this Confirmation. In the event of any inconsistency between the Definitions
and this Confirmation, this Confirmation will govern.

1. This Confirmation supplements, forms part of, and is subject to, the ISDA Master Agreement dated as
of December 8, 2003, as amended and supplemented from time to time (the “Agreement") between you and us. All
provisions contained in the Agreement govern this Confirmation except as expressly modified below. The term of
this Transaction i set forth in part 2 of this Confirmmation, which is not later than the scheduled fingl maturity date of
the bonds, notes or lease rental debt to which it reletes,

2. The terms of the particular Transaction to which this Confirmation relates arc as follows:

Party A: ’ Morgan Stanley Capital Services Inc.
Party B: Bethlehem Area School District
Trade Date: December 23, 2003
Notional Amount: USD $55,000,000 amortizing according to Schedule 1
Effective Date: January s, 2005
Tennination Date: January 1, 2030
Eixed Amounty;
Fixed Rate Payer: Party B

Fixed Rate Payer Payment Dates: The first calendar day of cach month, commencing on February

1, 2005, vp to and including the Termination Date, subject to
adjustment in accordance with the Modified Following Business
Day Convention,

Fixed Rate Payer Period End Dates: The first calendar day of cach month, commencing on February
1, 2005, up 10 and including the Termination Date, subject to
adjustment in accordance with the Modified Following Business

NYLIBS 748804 .4




Morgan Stanley

Municipal Capital Markets

Fixed Rate:

Fixed Rate Day Count Fraction:

Maximum Party B Rate
Floating Amounts;

Floating Rate Payer:

Floating Rate Payer Payment Dates:

Floating Rate Payer Period End Dates:

Floating Rate Qption:

Maturity:
Floating Rate:
Floating Rate Day Count Fraction:

Floating Rate Reset Dates:

Compounding:
Method of Averaging:
Business Days:

Related Bonds:

Calculation Agent:

NYLIB5 7488044

Day Counvention.
3.90%
30/360

Not Applicable

Party A

The first calendar day of each month, commencing on February
1, 2005, up to and including the Termination D ate, subject to
adjustment in accordance with the Modified Following Business
Day Convention,

The first calendar day of each month, commencing on February
1, 2005, up to and including the Termination D ate, subject to
adjustment in accordance with the Modified Following Business
Day Convention.

USD-LIBOR-BBA, provided that the words “or the day that is
two London Banking Days preceding that Reset Date”
contained in the definitions of USD-LIBOR-BBA and USD-
LIBOR-Reference Banks in Section 7.1 of the Definitions shall
be replaced with “on the first day preceding that Floating Rate

Reset Date that is both a London Banking Day and a Business
Day”,

One month
68% times the Floating Rate Option
Actual/Actual

For the initial Calculation Period, the Effective Date and
thereafier each Thursday during the Calculation Period up to
and including the Termination Date subject to adjustment in
accordance with the Modified Following Business Day
Convention,

Inapplicable

Weighted

New York

$55,000,000 Bethlehem Area School District General
Obiligation Bonds, Series 2005

Party A

2.




< .
MorganStanley ~ Municipal Capital Markets

3. Account Details:

Payments to Party A: Citibank, New York
ABA No. 021 000 089
For: Morgan Stanley Capital Services Inc.
Account No. 4072 4601

Payments to Party B: Wachovia Bank
ABA #03120-1467
Commonwealth of PA/INVEST
Account # 21000-1714-4860
Further credit: BETHLEHEM AREA SCHOOL DISTRICT
Account #08-120481002-001
Pool 001

Party A Operations Contact: Jean Barmum
Tel: 212-761-4662
Fax: 410-534-1426

4. Swap Structuring Fee. Party B hereby directs Party A, upon execution of this Confirmation, to pay @)
Arthurs, Lestrange & Company, Inc. a swap advisor fee equal to the present value of three (3) basis points and (ii)
Access Financial Markets a structuring agent fee equal to the present value of two (2) basis points, each on the
average notional balance to the final maturity of the Agreement discounted to the Effective Date at the Fixed Rate
for services provided to Party B in connection with this Transaction. These fees are reflected in, and has increased,
the Fixed Rate payable by Party B hereunder.

5. Early Termination Optlon. Party B has the option to terminate this Transaction, in whole but not in
part, (provided that no Event of Default, Potential Event of Defauit or Termination Event has occurred) by providing
(i) at least five (5) Business Days' prior written notice to Party A of its election to terminate this Transaction and (i)
evidence reasonably satisfactory to Party A that any and all amounts owed to Party A in conaection with such carly
termination shall be paid on the due date thereof. Such termination shall constitute an Additional Termination Event
under Section 6(e) of the Agreement with Party B as the sole Affected Party, and this Transaction as the sole
Affected Transaction. In the event of such termination, the Calculation Agent shall determine the emount owed in
comnection with such termination vsing its commercially reasonable judgment. If Party B disputes such calculation,
the Calculation Agent shall seck bids from Reference Market-makers consistent with the provisions of Section 6 of
the Agreement,

6. Additional Termination Event. The following shall constitute an Additional Termination Event:

A petition for declaratory order or complaint is filed pursuant to Section 8211 of the Permsylvania Local
Government Unit Debt Act, as amended, and either: (i) a Certificate of Disapprova! is issued by the Department of
Community and Economic Development with respect to the R elated Bonds, or (i) (2) a Certificate of A ppraval
pursuant to Section 8204 is not received by December 30, 2003, ard (b} 2 no merit opinion with respect to such
petition for declaratory order or complaint is not issued by counse! to the Counterparty within 30 days of the date
hereof. For the purpose of the foregoing Tenmination Event, the Affected Party shall be Party B and the Transaction
evidenced by this Confirmation shall be the Affected Transaction.

3.
NYLIBS 748804.4




Morgan Stanley

Municipal Capital Markets

Please confirm that the foregoing correctly sets forth the terms of our agreement MSCS Ref. No. AUC 32 by
executing this Confirmation and returning it to us promptly.

We are delighted to have entered into this Transaction with you and look forward to serving you further In the
future.

Best Regards,

MORGAN STANLEY CAPITAL SERVICES INC,

>

By: Ao
Name:  ‘FABRICEPILATO A
Tide: authorized Signatory

ACKNOWLEDGED AND AGREED a3 of the date first written;

foard President

NYLIBS 748804.4




Morgaﬁ Stanley

Municipal Capital Markeis

SCHEDULE 1
to Confirmation, dated December 24, 2003,
between Morgan Stanley Capital Services Inc.
and Bethlehem Axea School District

MBSCS Ref. No. AUC 32

FROM (apd including) TQ (but excluding) NOTIONAL AMOUNT
Effective Date January 1, 2006 USD 55,000,000
January 1,2006 January 1,2007 54,995,000
January 1,2007 January 1,2008 54,990,000
January 1,2008 Janvary },2009 54,985,000
January 1,2009 Tanuary 1,2010 54,980,000
Jenuary 1,2010 January 1,201 54,975,000
January 1,2011 January 1,2012 54,970,000
January 1,2012 January 1,2013 54,965,000
January 1,2013 January 1,2014 54,960,000
January 1,2014 January 1,2015 54,955,000
Jamuary 1,2015 January 1,2016 54,950,000
January 1,2016 January 1,2017 54,945,000
January 1,2017 January 1,2018 54,940,000
January {,2018 January 1,2019 54,935,000
Janvary 1,2019 Jamuary 1,2020 54,930,000
January 1,2020 Janwary 1,2021 54,925,000
January 1,2021 January 1,2022 54,920,000
January 1,2022 January 1,2023 54,915,000
January 1,2023 January 1,2024 49,070,000
January 1,2024 January 1,2025 42,955,000
Jamuary 1,2025 January 1,2026 36,565,000
January 1,2026 January 1,2027 29,885,000
Janvary 1,2027 January 1,2028 22,905,000
Jannary 1,2028 January 1,2029 15,605,000
January 1,2029 Termination Date 7,975,000

NYLIBS 748804.4




Morgan Stanley

Municipal Capital Markets

Date: December 18, 2003, as amended and
restated as of January 18, 2008
To: Bethlehem Area School District From: Morgan Stanley Capital Services Inc,
Attn: Stanley Majewski Contact: NY Deriv Client Services
Fax: 610-861-8107 Fax: 646-202-9134
Tel: 610-861-0500 Tel: 212-761-2996
E-Mail; Municonfirms_In@morganstanley.com

Re: Swaption MSCS Ref. No. AUC2N

THIS CONFIRMATION AMENDS AND RESTATES IN ITS ENTIRETY THE ORIGINAL
CONFIRMATION FOR THIS TRANSACTION DATED DECEMBER 18, 2003. THE CHANGES
CONTEMPLATED BY THIS AMENDEDP AND RESTATED CONFIRMATION ARE DEEMED
EFFECTIVE AS OF JUNE 1, 2007,

The purpose of this letter agreement is to confirm the terms and conditions of the Transaction entered into
between us on the Trade Date specified below (the “Transaction”). This letter agrecment constitutes a
“Confirmation” as referred to in the ISDA Master Agreement below.

The definitions and provisions contained in the 2000 ISDA Definitions and the 1992 ISDA U.S. Municipal
Counterparty Definitions (sach as published by the International Swaps and Derivatives Association, Inc.) (the
“Definitions”) are incorporated into this Confirmation. In the event of any inconsistency between thosc definitions
and this Confirmation, this Confirmation will govern.

1. This Confirmation supplements, forms part of, and is subject to, the Master Agreement dated as of
December 8, 2003, as supplemented by the Schedule and as amended and supplemented from time to time hereafter
(the “Agreement”) between you and us, All provisions contained in the Agreement govern this Confirmation excopt
as expressly modified below.

2. The terms of the particular Transaction to which this Confirmation relates are as follows:

L. Swaption Terms

Trade Date: December 18, 2003

Option Style: Bermuda

Buyer: Morgan Stanley Capital Services Inc.
(“Party A”)

Party A Credit Support: Payments guaranteed by Morgan Stanley

Seller: Bethlehem Area Schoel District
(“Party B")

Premium: Buyer shall pay to Seller USD 2,425,000

Premiuvm Payment Date: December 22, 2003

USActive 11668707.3




Calculation Agent:

1. Procedure for Exercise

Bermuda Option Exercise Date:

Bxpiration Date:

Exercise Business Day:

Exercise Period:

Automatic Bxercise:

Contact for purpose of giving notice:

1H, Settlement Terms

Settlement:

Party A, or as in the Agreement

January 4, 2005 and every March 1 or September 1
thereafter up to and including the Expiration Date.

September 1, 2016, subject to adjustment in
accordance with the Following Business Day
Conventien,

New York

9:00AM to 11:00AM New York time
Inapplicable

Party A: Swaps Trader
Tel. No. 212 762-7412

Party B: Director of Business Affairs
Tel. No. 610 861-0500

Physical

3. The terms of the Underlying Swap Transaction to which the Option relates are as follows:

Notional Amount:
Effective Date:
Termination Date:

Related Bonds:

Related Bonds Principal Amount

Fixed Amounts:

Fixed Rate Paysr:

Fixed Rate Payer Payment Dates;

USActive 11668707.3

USD 71,215,000 amortizing as per Schedule 1
Two Business Days following exercise of the Option.
September 1, 2016

Bethlchem Area School District, General Obligation
Bonds Series A of 2007 :

56,320,000, amortizing as per Schedule 1

Party A

Semiannually on each March | and September 1,
cemmencing on the first Mareh 1 or September | following
the Effective Date, up to and including the Termination
Date, subject lo adjustment in accordance with the
Following Business Day Convention.




Fixed Rate Period End Dates:

Fixed Rate:
Fixed Rate Day Count Fraction:

Floating Amounts:

Floating Rate Payer:

Floating Rate Payer Payment Dates:

Floating Rate Period End Dates:

Floating Rate Option:

USActive 116688707.3

Semiannually on cach March 1 and September 1,
commencing on the first March 1 or September § following
the Effective Date, up to and including the Termination
Date, with No Adjustment.

3.28%

30/360

Party B

Semiannuatly on each March ! and September 1,
commencing on the first March 1 or September | following
the Effective Date, up to and including the Termination
Date, subject to adjustment in accordance with the
Following Businoss Day Convention.

Semiannually on each March | and September 1,
cormencing on the first March 1 or September [ following
the Effective Date, up to and including the Termination
Date, with No Adjustment.

The “BMA Municipal Swap Index®™ announced by
Municipal Market Data on or In respect of the
Determination Date and based upon the weekly interest rate
resets of tax-cxempt variable rate issues included in a
datebase maintained by Municipal Market Data which
mests specificd criteria established by the Bond Market
Association (the “Index”). The Index shall be based upon
current yields of high-quality weekly adjustable variable
rate demand bonds which are subject to tender wpon seven
days notice, the interest on which under the Internal
Revenue Code of 1986, as amended, is excluded from gross
income for Federal Income Tax purposes. The Index shall
not include any bonds the interest on which is subject to any
personal “Alternative Minimum Tax” or similar Tax untess
all Tax-Exempt Bonds ave subject to such Tax.

In the event that at any time Municipal Market Data ceases
to announce the Index, makes a material change (in the
judgment of the Caleulation Agent) in the formula for or the
method of caleulating the Index, or in any other way
materially modifies (in the judgment of the Calculation
Agent) the Index, the Calculation Agent will make, or wili
designate an alternative indexing agent to make, such
calculations as may be required to deténnine the relevant
index using a formula and method of calculating such index
that it reasonably believes will produce the rate that would
have been produced by Municipal Market Data as in effect




Floating Rate Determination Dates:

Floating Rate Reset Dates:

Floating Rate Day Count Fraction:
Compounding:

Method of Averaging:

Business Days:

Calculation Agent:

Maximum Party B Rate:

Maximum Party B Payments;

4,  Account Details:

Payments to Party A:

Payments to Party B:

USActive 11668707.3

prior to such cessation, change or modification.

Not withstanding the forgeing, for any Floating Rate Period
in which such rate exceeds the Maximum Party B Rate, the
Floating Rate Option shall equal the Maximum Party B
Rate.

Each Wednesday during the Calculation Period, except that
the initial rate shall be that rate determined for the
Wednesday immediately preceding the Effective Date.

Each ‘Thursday, subject to adjustment in accordance with
the Following Business Day Convention.

Actual/Actual
[napplicable
Weighted
New York
Party A

25%.

The maximum net payments by fiscal year required to be
made by Party B for ({) pericdic scheduled payments, not
including any termination payments, due under this
Transaction; and (if) the interest on the Related Bonds shatl
not exceed (x) the () the Maximum Party B Rate plus (b)
the fixed rate paid on the Related Bonds minus (c) the Fixed
Rate; multiplied by (y) the Notional Amount in any year
during the term of this Transaction.

Citibank, NY

ABA# 021-000-089

ACH 4072-4601

Ref: Morgan Stanley Capital Services Inc.

Wachovia Bank

ABA #03120-1467

Commonwealth of PA/INVEST

Account # 21000-1714-4860

Further credit: BETHLEHEM AREA SCHOOL DISTRICT
Account #08-120481002-001

Pool 001




Party A Operations Contact: Jean Barnum
Tel 212 761-4662
Fax 410-534-1426

5. Brokerage Fee. Party B hereby directs Party A, upon execution of this Confirmation, to pay Arthurs
Lestrange a brokerage fee equal to the present value of three (3) basis points on the average notional balance to
the final maturity of the Agreement discounted to the Effective Date at the Fixed Rate for services provided to
Party B in connection with this Transaction. This fee is reflected in, and has decreased, the Premium payable to
Party B hereunder,

6. Legal Fees. Party B hereby directs Party A, upon execution of this Confirmation, to pay Sweet,
Stevens, Tucker & Katz, LLP a fee of $32,500 for legal advisory services provided to Party B in connection
with this Transaction. This fee is reflected in, and has decreased, the Premium payable to Party B hereunder.
Party B hereby further directs Party A, upon execution of this Confirmatien, to pay special counsel to Arthurs
Lestrange an amount equal to $67,500. This fee is roflected in, and has decreased, the Premium payable to
Party B hereunder,

USActive 11668707.3




Morgan Stanley

Municipal Capital Markets

Please confirm that the foregoing correctly sets forth the terms of our agreement MSCS Ref. No. AUC2N by
executing this Amended and Restated Confirmation and returning it to us promptly.

We are delighted to have entercd into this Transaction with you and look forward to serving you further in the
future.
Best Regards,

MORGAN STANLEY CAPITAL SERVICES INC.

o AL

jame: - yevin R, Schwartz
Vice President

ACKNOWLEDGED AND AGREED as of the date first written:
BETHLEHEM AREA SCHOOL DISTRICT
By:

Name:
Title:

USActive 11668707.3




JAN-31-2988 11:28 FROM:BASD BUSINESS OFFICE 9 61028618187 T 61A2947394 P.89

Morgan Stanley Municipel Capital Markets

Plesse confirm that the foregoing comectly sets forth the torms of owr ayreemont- MSTS Ref, No. AUCZN by
exsculing this Amended and Restated Confirmation ynd retwning it to vy promptly.

We ore delighted to have entered fmto this Transaction with you and look forward to serving you further in the
Future.

Best Regards,

MORGAN STANLEY CAPITAL SERVICES INC.

By:

Name:
Titlesr

. ACKNOWLEDGED AWD AGREED as of the date flrst wrltten:
BETHLEHEM AREA SCHOOL PISTRICT

‘2.‘ .
THE  Dasiehand it Soparimionduct oo 2 dbmnisladion,

USActiva 116687073




Morgan Stanley

Municipal Capital Markets

SCHEDULE 1

to Confirmation, dated December 18, 2003, as amended and restated January 18, 2008
between Morgan Stanley Capital Services Inc.

and Bethlehem Area School District

MSCS Ref. No. AUC2ZN

FROM (and including) TO (but excluding) NOTIONAL AMOUNT
Cffective Date 1-8ep-2005 USD 71,215,000
1-Sep-2005 1-8ep-2006 66,515,000
1-Sep-2006 1-Sep~2007 61,550,000
1-Scp-2007 1-Sep-2008 56,320,000
1-Sep-2008 1-Sep-2009 50,745,000
1-Sep-2009 {-Sep-2010 44,890,000
1-Sep-2010 1-Sep-2011 38,735,000
[-Sep-2011 1-Sep-2012 32,265,000
1-Sep-2012 1-8ep-2013 25,460,000
1-Sep-2013 1-8ep-2014 17,725,000
1-Sep-2014 1-8ep-2015 9,590,000
1-8ep-2015 Tetmination Date 1,035,000

USActive 11668707.3




CERTIFICATE

1, the undersigned, (Assistant) Secretary of the Board of School Directors of the
Bethlehem Area School District, Northampton and Lehigh Counties, Pennsylvania (the “School
District”), certify that: the foregoing is a true and correct copy of a Resolution that duly was
adopted by affirmative vote of a majority of all members of the Board of School Directors of the
School District at a meeting duly held on the day of , 2011, said
Resolution duly has been recorded in the minute book of the Board of School Directors of the
School District; a notice with respect to the intent to adopt said Resolution has been published as
required by law; said Resolution was available for inspection by any interested citizen requesting
the same in accordance with the requirements of the School District Debt Act of the
Commonwealth of Pennsylvania and such notice; and said Resolution has not been amended,
altered, modified, or repealed as of the date of this Certificate,

1 further certify that the Board of School Directors of the School District met the
advance notice and public comment requirements of the Sunshine Act, as amended, by advertising
the time and place of said meeting, by posting prominently a notice of said meeting at the principal
office of the School District or at the public building in which said meeting was held, and by
providing a reasonable opportunity for public comment at said meeting, all in accordance with said
Act.

I further certify that: the total number of members of the Board of School Directors
of the School District is nine (9); the vote of members of the Board of School Directors of the
School District upon said Resolution was called and duly was recorded upon the minutes of said
meeting; and members of the Board of School Directors of the School District voted upon said
Resolution in the following manner:

Michele Cann -
William J. Burkhardt -
Rosario S. Amato -
Michael E. Faccinetto -
Irene Follweiler -
Loretta M., Leeson -
Eugene C. McKeon -
Aurea E. Ortiz -
Benjamin M. Tenaglia II -

IN WITNESS WHEREOF, I set my hand and affix the official seal of the School
District, this day of , 2011,

(Assistant) Secretary of the Board of
School Directors
(SEAL)
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18.  Treasurer’s Report

RECOMMENDATION:

That the Board of School Directors approves the Treasurer’s Report dated July 31, 2011.



Bethlehem Area School District

Treasurer's Report
July 31, 2011

Cash Receibts/Revenue Cash Disbursements/Expbenses Other
Beginning Balance 2011-2012 Total 2010-2011 Operating Transfers | Ending Balance
Fund June 30, 2011 Total Receipts 2010-2011 Revenue Revenue Disbursements Expenses 2011-2012 Expenses between Funds July 31,2011

10 - General* $ 13,669,877.16 | $ 13,936,479.89 | $ 1,929,105.14 ' $§ 12,007,374.75 | $ 13,194,082.19 | $ 5,688,401.41 ' $ 7,505,680.78 | $ (2,378,301.50)| $ 12,033,973.36 l—Srlrsmrizﬁtzlzr;
10 - General CDs 10,000,000.00 - - - - - - - 10,000,000.00 current month
29 - Athletics* 4,000.05 - - - 27,465.88 6,424.11 21,041.77 299,332.25 275,866.42 activity for all
30 - Bond Fund 1,299,639.60 213.70 - 213.70 57,901.09 57,901.09 - 1,241,952.21 funds as
50 - Food Service 393,237.50 462,002.80 461,449.40 553.40 203,299.03 108,577.80 94,721.23 651,941.27 indicated on
52 - Daycare** 381,154.02 74,757.42 (28,415.64) 103,173.06 142,109.18 31,057.72 111,051.46 313,802.26 Board memo.
70 - Scholarships* 179,872.81 72.00 - 72.00 4,950.00 4,950.00 - 174,994.81 Beginning and
71 - Self Insurance* 669,629.53 120,358.55 - 120,358.55 1,748,458.00 1,195,489.13 552,968.87 2,078,969.25 1,120,499.33 ending
81 - Student Activity* 143,872.73 - - - - - 143,872.73 balances are

$ 26,741,283.40 | $ 14,593,884.36 | $ 2,362,138.90 $ 12,231,745.46 | $ 15,378,265.37 | $ 7,092,801.26  $ 8,285,464.11 | $ - $ 25,956,902.39 shown.

** Daycare 2010-2011

Revenue Includes Deferred Revenue of $56,867.13 reversed in 2011-2012

Summary of Receipts

10 - General 29 - Athletics 30 - Bond Fund 50 - Food Services 52 - Day Care 70 - Scholarship 71 - Self Insurance Total
Local Revenue*** $ 10,061,090.75 $ - $ 213.70 $ 55340 $ 103,173.06 $ 7200 $ 120,358.55 $ 10,285,461.46
State Revenue 1,946,284.00 - - - - - - 1,946,284.00
Federal Revenue - - - - - - - -
Total $ 12,007,374.75 $ - $ 213.70 $ 55340 $ 103,173.06 ' $ 7200 $ 120,358.55 $ 12,231,745.46
Summary of Expenditures
10 - General 29 - Athletics 30 - Bond Fund 50 - Food Services 52 - Day Care 70 - Scholarship 71 - Self Insurance Total
Payroll/Benefits $ 1,480,326.73 § 10,787.28 $ - $ 93,965.34 § 110,856.74 $ - $ 552,968.87 $ 2,248,904.96
Operating Expenditures 4,205,894.07 10,254.49 - 755.89 194.72 - - 4,217,099.17
Debt Service 1,819,459.98 - - - - - - 1,819,459.98
Total $ 7,505,680.78 $ 21,041.77 $ - $ 94,721.23  § 111,051.46  $ - $ 552,968.87 $ 8,285,464.11
Report of Depositories
Wells Fargo PSDLAF Bank of America PA INVEST PLGIT KNBT BTFCU Total
10 - General $ 3,954,057.12 § 13,878,979.08 $ 2,002,880.46 $ 2,120,021.62 $ 78,035.08 $ 22,033,973.36
22 - Capital Reserve -
29 - Athletics 275,866.42 275,866.42
30 - Bond Fund 1,241,952.21 1,241,952.21
50 - Food Service 29,621.47 622,319.80 651,941.27
52 - Daycare 313,802.26 313,802.26
70 - Scholarships 11,557.65 118,042.03 45,395.13 174,994.81
71 - Self Insurance 633,525.41 486,973.92 1,120,499.33
81 - Student Activity 143,872.73 143,872.73
$ 4,617,204.00 $ 16,975,324.07 $ 2,002,880.46 $ 2,120,021.62 $ 78,035.08 $ 118,042.03 $ 45,395.13 | $ 25,956,902.39

***Interest of $1,825.63 interest in July 2011 - all funds
*Includes additional accounts from June 30, 2011 report

This section shows all
revenue collected for
the month by source.

This section shows
all expenditures for
the month by type.

This section details the
ending balance of all bank
accounts by specific

depository.

This report represents the monthly cash balances and transactions by fund as represented in the various bank accounts. Budgetary position is not reflected here but on the Condition of the Budget Report where
fiscal year position and encumbrances are shown.



Outstanding Investment Summary

July 31, 2011
Bank or Purchase Maturity Investment Principal Interest Market Interest
Fund Instituition Type Date Date Term Invested Par Value Rate Yield Receivable

General

PSDLAF CD PSDLAF Collateralized CD Pool Term 06/27/11 09/27/11 90 $10,000,000.00 $10,000,000.00 0.210% $5,293.15
General Total $10,000,000.00 $10,000,000.00 $5,293.15
Bond

None

Bond Total $0.00 $0.00 $0.00
Scholarship

Bank of Amer  Certificate of Deposit 02/23/11 11/23/11 270 $46,795.13 $46,795.13 0.350% $122.84

KNBT Ready Access CD 05/27/11 06/28/12 390 $118,521.01 $118,521.01 0.350% $449.39
Scholarship Total $165,316.14 $165,316.14 | $572.23




Bethlehem Area School District
Bond Fund
For the Period July 1, 2010 through July 31, 2011

Beginning Fund Balance-June 30, 2011 $ 837,666.60
Revenue - Interest (paid quarterly) 213.70
Expenses

NEMS Project -
BMS Project -
LHS Project -
NMS Boiler Replacement -
Freemansburg Project-reverse audit entry -
Ending Fund Balance-June 30, 2011 $ 837,880.30
The following projects have been approved by the Board but have not been completed:

NEMS Project 148,860.44
LHS Project 64,896.21
BMS Project 90,404.00
NMS Boiler Replacement 467,091.30
Estimated Unencumbered Fund Balance $ 66,628.35




Bethlehem Area School District
Capital Reserve Fund
For the Period July 1, 2010 through July 31, 2011

Beginning Fund Balance - July 1, 2010 Audited $ 438,719.00
Revenue - Interest -

Expenses -

Ending Fund Balance - July 31, 2011 $ 438,719.00

The following projects have been approved by the Board but have not been completed:
None -

Estimated Unencumbered Fund Balance $ 438,719.00

*This will be moved to a separate bank account in August 2011.
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19. Monthly Bills

INFORMATION:

That the bills, which have been reviewed as to correctness by the appropriate business
office staff and verified by the treasurer, be approved for payment. A copy of the bill list
is available in the Business Office of the Education Center, 1516 Sycamore Street,
Bethlehem, Pennsylvania, for review.
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20. Budget Information
INFORMATION:

Presented for information is the statement of the Condition of the Budget by major
accounts.



CONDITION OF THE BUDGET
2011-2012 REVENUES

A | B | C | D F | G
2011-2012 2010-2011*
Unrealized
Description 2011-2012 Realized $ % Realized Realized
Budget July, 2011 (B-A=C) (C/A=D) July, 2010 June, 2011*

CURRENT REAL ESTATE* $ 122,058,795.00 | $ 9,161,366.89 | $ (112,897,428.11)  -92.49%]| $ - |$ 116,517,910.67
INTERIM REAL ESTATE $ 1,215,005.00 | $ - 13 (1,215,005.00)  -100.00%]| $ - |s 1,024,454.82
PUBLIC UTILITY REALTY $ 179,000.00 | $ - |3 (179,000.00) -100.00%]| $ - |s 178,847.80
PAYMENTS IN LIEU OF TAX $ 265,319.00 | $ D (265,319.00) -100.00%]| $ - |s 223,149.19
UNDISTRIBUTED TAXES $ - |3 - - $ 10,793,906.28 | $ 54,502.96
PER CAPITA TAX SECT 679 $ 230,000.00 | $ - 1 (230,000.00) -100.00%] $ 5.00|$ 231,718.28
PER CAPITA TAX ACT 511 $ 230,000.00 | $ 154,224.56 | $ (75,775.44)  -32.95%| $ 5.00|$ 231,718.35
LOCAL SERVICES TAX $ 295,000.00 | $ 8,954.37 | $ (286,045.63)  -96.96%| $ 8,565.73 | $ 267,455.57
EARNED INCOME TAX $ 11,500,000.00 | $ 669,999.31 | $ (10,830,000.69)  -94.17%| $ 198,196.56 | $ 9,063,042.73
REAL ESTATE TRANSFER TAX $ 1,500,000.00 | $ - 1 (1,500,000.00) -100.00%]| $ - |s 1,644,950.56
MERCANTILE TAX $ 2,750,000.00 | $ 10,649.37 | $ (2,739,350.63)  -99.61%| $ 10,406.76 | $ 1,161,219.74
DISCOUNTS TAKEN ON CURRENT RE** $ (2,518,725.00) $ - |s 2,518,725.00 0.00%]| $ - |s (2,459,223.71)
DEL. REAL ESTATE $ 3,400,000.00 | $ - |3 (3,400,000.00) -100.00%]| $ - |s 3,928,656.02
DEL. PER CAPITA SECT 679 $ 60,000.00 | $ - |3 (60,000.00) -100.00%| $ 12,919.75 | $ 44,795.19
DEL. MERCANTILE TAX $ 430,000.00 | $ - |s (430,000.00) -100.00%]| $ 7,075.24 | $ 505,990.61
TOTAL LOCAL TAX SOURCES [ § 141,594,394.00 | § 10,005,194.50 | $ (131,589,199.50)  -92.93%| $ 11,031,080.32 | $ 132,619,188.78
INTEREST ON INVESTMENTS $ 250,000.00 | $ 1,847.49 | $ (248,152.51)  -99.26%]| $ 1,084.93 | $ 73,030.07
SALES NON-REIMBURSABLE PROGRAM $ - $ 902.88
STUDENT FEES/ SPECIAL EVENTS $ 439,500.00 | $ - 13 (439,500.00) $ - |s 48,499.81
REV OTHER LOCAL GOVT UNITS $ - $ - s 1,000.08
STATE REV OTHER PA PUBLIC SCHOOLS $ - $ 14,714.00
STATE REV OTHER INTERMEDIARY $ 155,000.00 | $ - |$ (155,000.00)  -100.00%| $ 27,966.15 | $ 132,476.40
FEDERAL REV OTHER PA PUBLIC SCHOOLS $ 75,000.00 | $ - $ - s 200.00
FEDERAL IDEA $ 1,906,151.00 | $ - |3 (1,906,151.00) -100.00%| $ - |s 1,615,326.87
FEDERAL REV OTHER INTERMEDIARY $ 238,200.00 | $ - s (238,200.00) -100.00%] $ 394.45 | $ 127,055.75
RENTALS $ 85,000.00 | $ 26,095.03 | $ (58,904.97)  -69.30%| $ 5,300.00 | $ 61,771.56
CONTRIBUTIONS $ 192,116.00 | $ 17,086.18 | $ (175,029.82) $ 10,004.30 | $ 188,337.66
TUITION FROM PATRONS $ 455,000.00 | $ 5,990.00 | $ (449,010.00)  -98.68%| $ 5,410.06 | $ 498,143.26
COMMUNITY SERVICE ACTIVITY $ - |s 4,662.11
MISCELLANEOUS REVENUE $ 115,000.00 | $ 1,393.62 | $ (113,606.38)  -98.79%| $ 2,604.59 | $ 98,499.50
REFUNDS FROM PRIOR YEAR EXP $ 535,000.00 | $ 3,483.93 | $ (531,516.07) $ 78,476.94 | $ 668,523.37
TOTAL OTHER LOCAL SOURCES [ $ 4,445,967.00 | $ 55,896.25 | $ (3,783,554.68)  -85.10%]| $ 131,241.42 [ $ 3,533,143.32
TOTAL LOCAL SOURCES | $ 146,040,361.00 | $ 10,061,090.75 | $ (135,372,754.18) _ -92.70%] $ 11,162,321.74 | $ 136,152,332.10
BASIC INSTRUCTIONAL SUBSIDY $ 27,031,830.00 | $ - |3 (27,031,830. 00) -100.00%]| $ - s 26,188,770.75
REIMB FOR CHARTER SCHOOLS $ - $ - $ $ - $ 1,723,818.48
TUITION : ORPHANS/CHILDREN $ 380,000.00 $ (380, 000 00) -100.00% $ 361,341.76
VOCATIONAL EDUCATION $ 70,000.00 | $ - |3 (70,000.00) -100.00%| $ - |s 34,087.88

MIGRATORY CHILDREN $ 2,000.00 $ (2,000.00) -100.00%| $ - |s -
SPECIAL EDUCATION $ 6,584,843.00 | $ 987,727.00 | $ (5,597,116.00)  -85.00%]| $ 987,727.00 | $ 6,584,843.45
EDUCATIONAL ASSISTANCE PRGM (TUTORING) $ 595,650.00 | $ - |s (595,650.00) $ - |s 562,747.50
PA PRE-K-COUNTS $ - |s - 13 $ 52,250.00 | $ 546,535.00
TRANSPORTATION $ 2,370,421.00 | $ - 13 (2,370,421.00) -100.00%]| $ - |s 2,271,477.53
RENTALS AND SINKING FUND $ 2,172,243.00 | $ - |3 (2,172,243.00) -100.00%| $  2,665,952.24 | $ 3,904,972.95
HEALTH SERVICES $ 365,000.00 | $ - |s (365,000.00) -100.00%] $ - |s 352,684.63
PROPERTY TAX RED. ALLOCATION $ 4,715,051.00 | $ - |3 (4,715,051.00) -100.00%]| $ - |s 4,740,869.05
PA ACCOUNTABILITY $ 665,439.00 | $ 665,439.00 | $ - 0.00%| $ - |s 1,693,715.00
DUAL ENROLLMENT GRANTS $ - |s - |3 - $ 37,328.54 | $ 11,513.00
DCED GRANTS OTHER STATE REV NOT IN 7001 $ 150,000.00 | $ - 13 (150,000.00)  -100.00%]| $ - |s 177,903.16
SOCIAL SECURITY $ 3,598,458.00 | $ 293,118.00 | $ (3,305,340.00)  -91.85%]| $ 278,277.00 | $ 3,240,793.66
PSERS - PENSION CONTRIBUTION $ 3,698,980.00 | $ - |s (3,698,980.00) -100.00%]| $ - |s 2,513,385.33
IMPACT AID $ 50,000.00 | $ - |3 (50,000.00) -100.00%| $ - |s 18,510.88
OTHER FEDERAL PRGM/GRANTS $ - $ - $ - $ - $ 64,998.80
NCLB TITLE | $ 3,198,698.00 | $ - | (3,198,698.00) -100.00%| $ 205,537.73 | $ 2,134,792.02
NCLB TITLE Il $ 850,000.00 | $ - | (850,000.00) -100.00%] $ 55,759.60 | $ 625,098.35
NCLB TITLE Il $ 295,000.00 | $ - |3 (295,000.00) -100.00%]| $ 21,200.50 | $ 233,547.00
NCLB TITLE IV $ 585,000.00 | $ - | (585,000.00) -100.00%]| $ - |s 485,781.98
CHILD CARE & DEVELOPMENT BLOCK GRANTS $ 170,290.00 | $ - |s (170,290.00)  -100.00%]| $ - |s 109,970.17
OTHER FEDERAL GRANTS $ 30,000.00 | $ - | (30,000.00) -100.00%| $ - |s 25,048.79
ARRA-TITLE | PARTS A & D $ - |s - |s - $ 115,751.47 | $ 407,383.62
ARRA-TITLE | SCHOOL IMPROVEMENT $ - $ 67,731.29
ARRA-STATE FISCAL STABILIZATION $ - |s - |8 - $ 257,420.88 | $ 2,577,908.17
ACCESS $ 95,000.00 | $ - 13 (95,000.00) $ - |s 21,350.39
MED ASSIST REIMB FOR ADMIN CLAIMING PRGM $ 55,000.00 | $ - |s (55,000.00) $ 62,276.07
TOTAL STATE & FEDERAL SOURCES | $ 57,728,903.00 [ § 1,946,284.00 | $ (55,782,619.00)  -96.63%| $ 4,677,204.96 [ $ 61,743,856.66
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* NOT FINAL REVENUE - Does not include receivables or EOY/audit adjusting entries.




A | B C D F G
2011-2012 2010-2011*
Unrealized
Description 2011-2012 Realized $ % Realized Realized
Budget July, 2011 (B-A=C) (C/A=D) July, 2010 June, 2011*
TRUST & AGENCY FUND $ (22,400.00)
SALE OF FIXED ASSETS $ 30,000.00 - $ (30,000.00) -100.00%| $ 200.00 | $ 22,500.00
INSURANCE RECOVERY $ 10,000.00 $ (10,000.00) $ -
TOTAL OTHER SOURCES | $ 40,000.00 - $ (40,000.00) -100.00%]| $ 200.00 | $ 100.00
TOTAL REVENUE | $ 203,809,264.00 12,007,374.75 | $ (191,195,373.18) -93.81%]| $ 15,839,726.70 | $ 197,896,288.76
UNRESERVED FUND BALANCE $ -
TOTAL FUND APPROPRIATED BALANCE | $ - - $ - $ - $ -
Estimated Accounts Receivable $ 4,035,831.06
TOTAL DISTRICT REVENUE $ 203,809,264.00 12,007,374.75 | $ (191,195,373.18) -93.81%| $ 15,839,726.70 | $ 201,932,119.82

Page 2 of 2

* NOT FINAL REVENUE - Does not include receivables or EOY/audit adjusting entries.




CONDITION OF THE BUDGET
2011-2012 EXPENDITURES BY FUNCTION-OBJECT

2011-2012 2010-2011
A B C D E F*
2011-2012 2010-2011 2010-2011
2011-12 EXPENDED EXPENDED
DESCRIPTION APPROVED BUDGET 2011-2012 REMAINING BUDGET EXPENDED
BUDGET INCLUDING BUDGET INCLUDING BUDGET

ENCUMBRANCE $ % ENCUMBRANCES| EXPENDITURES

as of July, 2011 (A-B=C) (C/A=D) as of July, 2010 as of June, 2011*
1100-100 Regular Instruction Salaries $ 51,908,491.00 $ 436.99 | $ 51,908,054.01 100.00%|| $ (2,458,306.95)| $ 51,688,307.28
1100-200 Regular Instruction Benefits $ 24,417,058.00 $ 151,355.64 | $ 24,265,702.36 99.38%|| $ 1,133,262.44 | $ 22,804,006.96
1100-300 Regular Instruction Prof Svcs $ 420,592.00 $ - $ 420,592.00 100.00%|| $ 27,184.00 | $ 1,395,529.04
1100-400 Regular Instruction Repairs & Maintenance $ 604,146.00 $ 28,357.55 | $ 575,788.45 95.31%|| $ 16,965.00 | $ 509,106.26
1100-500 Regular Instruction Other Purchase Srvc $ 8,855,069.00 $ - $ 8,855,069.00 100.00%|| $ 4,563.04 | $ 8,129,804.69
1100-600 Regular Instruction Supplies & Books $ 1,304,893.00 $ 260,175.02 | $ 1,044,717.98 80.06%|| $ 638,674.42 | $ 1,639,483.98
1100-700 Regular Instruction Equipment $ 308,494.00 $ 20,587.44 | $ 287,906.56 93.33%|| $ 65,055.52 | $ 384,518.60
1100-800 Regular Instruction Dues & Fees $ 929.00 $ 215.00 | $ 714.00 76.86%|| $ 115.00 | $ 1,047.75
1100 Regular Instruction $ 87,819,672.00 § 461,127.64 | $  87,358,544.36 99.47%|| $ (572,487.53) $ 86,551,804.56
1200-100  Special Education Salaries $ 9,724,702.00 $ 6,251.58 | $ 9,718,450.42 99.94%|| $ (402,491.43)| $ 9,767,535.64
1200-200 Special Education Beneifts $ 4,441,281.00 $ 43919 $ 4,440,841.81 99.99%|| $ 193,591.05 | $ 4,126,812.53
1200-300 Special Education Prof Svcs $ 5,373,474.00 $ (21,839.66)| $ 5,395,313.66 100.41%|| $ - $ 4,996,419.37
1200-400 Special Education Repairs & Maint $ - $ 72180 | $ (721.80) $ 257.99 | $ 6,976.60
1200-500 Special Education Tuition Other LEAs $ 2,367,327.00 $ - $ 2,367,327.00 100.00%|| $ - $ 1,897,814.37
1200-600 Special Education Supplies $ 200,738.00 $ 9,240.46 | $ 191,497.54 95.40%|| $ 24,303.58 | $ 52,680.38
1200-700 Special Education Equipment $ 111,100.00 $ 934.00 | $ 110,166.00 99.16%|| $ - $ 5,012.39
1200-800 Special Education Dues & Fees $ -3 - $ - $ - $ 41,035.25
1200 Special Education $ 22,218,622.00 §$ (4,252.63)| $  22,222,874.63 100.02%|| $ (184,338.81) $ 20,894,286.53
1300-100  Vocational Education Salaries $ 1,827,530.00 $ - $ 1,827,530.00 100.00%|| $ (90,747.47)| $ 1,701,192.05
1300-200  Vocational Education Benefits $ 814,664.00 $ (96.36)| $ 814,760.36 100.01%|| $ 31,253.39 | $ 718,596.85
1300-400 Vocational Education Repairs & Maint $ 13,000.00 $ 1,173.72 | $ 11,826.28 90.97%|| $ 2,270.00 | $ 13,320.34
1300-500  Vocational Education Tuition $ 5,183,476.00 $ 5,183,715.00 | $ (239.00) 0.00%(| $ 732,155.00 | $ 5,564,695.25
1300-600 Vocational Education General Supplies $ 82,987.00 $ 7,377.33 | $ 75,609.67 91.11%|| $ 45,701.35 | $ 127,869.73
1300-700  Vocational Education Equipment $ 3,120.00 $ 783.06 | $ 2,336.94 74.90%|| $ 35,554.60 | $ 38,849.02
1300 Vocational Education $ 7,924,777.00 § 5,192,952.75 | $ 2,731,824.25 34.47%|| $ 756,186.87 | $ 8,164,523.24
1400-100 Other Instructional Pgms Salaries $ 548,324.00 $ 34,561.69 | $ 513,762.31 93.70%|| $ 150,719.78 | $ 1,273,107.29
1400-200  Other Instructional Pgms Benefits $ 222,690.00 $ 3,667.68 | $ 219,022.32 98.35%|| $ 36,212.48 | $ 256,921.56
1400-300 Other Instructional Pgms Prof Svcs $ 1,576,374.00 $ - $ 1,576,374.00 100.00%|| $ 2,095.00 | $ 478,614.82
1400-400 Other Instructional Pgms Repairs & Maint $ 330.00 $ - $ 330.00 100.00%|| $ - $ 193.00
1400-500 Other Instructional Pgms Other Purchase Srvc $ 72,614.00 $ - $ 72,614.00 100.00%|| $ 1,426.63 | $ 108,972.54
1400-600  Other Instructional Pgms Supplies & Books $ 18,580.00 $ - $ 18,580.00 100.00%|| $ 4,255.86 | $ 33,749.48
1400-700  Other Instructional Pgms Equipment $ - $ - $ - $ - $ 639.96
1400-800  Other Instructional Pgms Dues & Fees $ - 3 - $ - $ 463.75 | $ 21,456.00
1400 Other Instructional Pgms $ 2,438,912.00 § 38,229.37 | $ 2,400,682.63 98.43%|[ $ 195,173.50 | $ 2,173,654.65
1500-300  Non Public Pgms Prof Svcs $ 17,500.00 $ - $ 17,500.00 100.00%|| $ - $ 3,505.00
1500-500  Non Public Pgms-Other Purchase Srvc $ - $ - $ - $ - $ 22.30
1500-600  Non Public Pgms-Books $ - $ - $ - $ - $ 280.63
1500 Non Public Pgms $ 17,500.00 § . $ 17,500.00 100.00%|| $ - $ 3,807.93
1600-100  Adult Education Salaries $ 4,635.00 $ - $ 4,635.00 100.00%|| $ - $ 1,774.99
1600-200  Adult Education Benefits $ 741.00 $ - $ 741.00 100.00%|| $ 4201$% 240.10
1600-300  Adult Education Prof Services $ 500.00 $ - $ 500.00 100.00%|| $ - $ 392.85

1600-500 Adult Education Other Purchase Srvc $ 100.00 $ - $ 100.00 100.00%|| $ - $ -
1600-600  Adult Education Supplies & Books $ 1,265.00 $ - $ 1,265.00 100.00%l|| $ - $ 3,220.00
1600 Adult Education $ 7,241.00 ¢ - |3 7,241.00 100.00%|| $ 420 s 5,627.94
1700-500 Community College Tuition $ 2,126,035.00 $ - $ 2,126,035.00 100.00%|| $ 230,131.12  $ 2,136,283.25
1700-600 Community College Books $ 4,785.00 $ - $ 4,785.00 100.00%|| $ - $ 6,677.75
1700 Community College $ 2,130,820.00 § - |$ 2,130,820.00 100.00%)| $ 230,131.12 | $ 2,142,961.00
1800-100 Pre-Kindergarten Salaries $ 453,782.00 $ 960.61 | $ 452,821.39 99.79%|| $ (53,968.20)| $ 1,200,599.32
1800-200 Pre-Kindergarten Benefits $ 128,028.00 $ 3948 $ 127,988.52 99.97%|| $ 24,937.93 | $ 521,051.95
1800-300 Pre-Kindergarten Prof Svcs $ 2,000.00 $ - $ 2,000.00 100.00%|| $ - $ 33,046.90
1800-400 Pre-Kindergarten Repairs & Maint $ 25,200.00 $ 161.72 | $ 25,038.28 99.36%|| $ 2,100.00 | $ 24,240.49

Page 1 of 4 *NOT FINAL COSTS - Includes June 2011 YTD Information. Does not include all payables or EOY/audit adjusting entries .




2011-2012 2010-2011
A B C D E F*
2011-2012 2010-2011 2010-2011
2011-12 EXPENDED EXPENDED
DESCRIPTION APPROVED BUDGET 2011-2012 REMAINING BUDGET EXPENDED
BUDGET INCLUDING BUDGET INCLUDING BUDGET

ENCUMBRANCE $ % ENCUMBRANCES| EXPENDITURES

as of July, 2011 (A-B=C) (C/A=D) as of July, 2010 as of June, 2011*
1800-500 Pre-Kindergarten Other Purchase Srvc $ 3,000.00 $ 2,036.27 | $ 963.73 32.12%|| $ 1,860.00 | $ 7,841.27
1800-600 Pre-Kindergarten Supplies & Books $ 12,196.00 $ - $ 12,196.00 100.00%|| $ - $ 12,790.30
1800-700  Pre-Kindergarten Equipment $ - $ - $ - $ - $ 203.68
1800-800 Pre-Kindergarten Dues & Fees $ 2,000.00 $ - $ 2,000.00 100.00%|| $ - $ 649.00
1800 Pre-Kindergarten Pgms $ 626,206.00 $ 3,198.08 | $ 623,007.92 99.49%|[ $ (25,070.27)| $ 1,800,422.91
Total 1000's Instruction $ 123,183,750.00 $ 5,691,255.21| §  117,492,494.79 95.38%|| $ 399,599.08 | $ 121,737,088.76
2100-100 Student Services Salaries $ 5,009,121.00 $ 62,526.20 | $ 4,946,594.80 98.75%|| $ (34,371.28)| $ 5,274,069.47
2100-200 Student Services Benefits $ 2,215,909.00 $ 921261 | $ 2,206,696.39 99.58%|| $ 137,085.51 | $ 2,333,415.34
2100-300 Student Services Prof Services $ 29,000.00 $ 2500 | $ 28,975.00 99.91%|| $ 37,076.00 | $ 46,044.13
2100-400 Student Services Repairs & Maint $ 16,392.00 $ 248493 | $ 13,907.07 84.84%|| $ - $ 22,635.66
2100-500 Student Services Other Purchase Srvc $ 25,100.00 $ - $ 25,100.00 100.00%|| $ 5445 $ 18,855.22
2100-600 Student Services Books & Supplies $ 17,692.00 §$ 1,626.08 | $ 16,065.92 90.81%|| $ 6,238.05 | $ 46,307.41
2100-700  Student Services Equipment $ - $ - $ - $ - $ 103.95
2100-800 Student Services Dues & Fees $ 200.00 $ 296.00 | $ (96.00) -48.00%|| $ - $ 34,499.00
2100 Student Services $ 7,313,414.00 § 76,170.82 | $ 7,237,243.18 98.96%|| $ 146,082.73 | $ 7,775,930.18
2200-100  Support Services Instr Staff Salaries $ 3,339,234.00 $ 130,685.53 | $ 3,208,548.47 96.09%|| $ 28,953.35 | $ 3,569,352.22
2200-200  Support Services Instr Staff Benefits $ 1,414,401.00 $ 20,431.77 | $ 1,393,969.23 98.56%|| $ 57,910.79 | $ 1,050,617.96
2200-300 Support Services Instr Staff Prof Svcs $ 119,010.00 $ 4,118.00 | $ 114,892.00 96.54%|| $ 940.00 [ $ 100,817.96
2200-400 Support Services Instr Staff Repairs & Maint $ 765,972.00 $ 2,153.44 | $ 763,818.56 99.72%|| $ 737,187.72 | $ 795,539.16
2200-500 Support Services Instr Staff Other PurchSrvc $ 56,849.00 $ 88.00 | $ 56,761.00 99.85%|| $ - $ 18,725.21
2200-600 Support Services Instr Staff Books & Supplies $ 415,381.00 $ 69,443.08 | $ 345,937.92 83.28%(| $ 91,152.09 | $ 398,695.46
2200-700 Support Services Instr Staff Equpment $ 35,647.00 $ 685.09 | $ 34,961.91 98.08%|| $ 11,19249 | $ 51,922.11
2200-800 Support Services Instr Staff Dues & Fees $ 7,040.00 $ - $ 7,040.00 100.00%|| $ - $ 8,921.30
2200 Support Services Instructional Staff $ 6,153,534.00 § 227,604.91 | $ 5,925,929.09 96.30%]| $ 927,336.44 | $ 5,994,591.38
2300-100  Administrative Services Salaires $ 5,677,976.00 $ 373,629.34 | $ 5,304,346.66 93.42%|| $ 417,172.70 | $ 5,956,529.24
2300-200  Administrative Services Benefits $ 2,562,017.00 $ 60,104.69 | $ 2,501,912.31 97.65%|| $ 238,230.84 | $ 2,963,876.48
2300-300  Administrative Services Prof Scvs $ 1,072,089.00 $ 16,142.30 | $ 1,055,946.70 98.49%|| $ 17,542.30 | $ 1,530,065.08
2300-400 Administrative Services Repairs & Maint $ 20,693.00 $ 11,878.22 [ $ 8,814.78 42.60%|| $ 186.00 | $ 86,925.41
2300-500  Administrative Services Other Purchase Srvc $ 215,108.00 $ 75,489.51 [ $ 139,618.49 64.91%|| $ 106,882.28 | $ 193,264.74
2300-600 Administrative Services Supplies & Books $ 92,794.00 $ 84241 $ 91,951.59 99.09%|| $ 1,304.57 | $ 21,792.00
2300-700 Administrative Services Equipment $ 19,609.00 $ - $ 19,609.00 100.00%|| $ 7,024.30 | $ 18,593.94
2300-800 Administrative Services Dues & Fees $ 58,869.00 $ 13,039.00 | $ 45,830.00 77.85%|| $ 13,500.00 | $ 48,917.20
2300 Administrative Services $ 9,719,155.00 § 551,125.47 | $ 9,168,029.53 94.33%|| $ 801,842.99 | $ 10,819,964.09
2400-100  Medical Services Salaries $ 1,149,798.00 $ - $ 1,149,798.00 100.00%|| $ (36,330.12)| $ 1,084,724.39
2400-200  Medical Services Benefits $ 507,508.00 $ (30.33)| $ 507,538.33 100.01%|| $ 23,118.75 | $ 469,275.22
2400-300  Medical Services Prof Services $ 24,600.00 $ - $ 24,600.00 100.00%|| $ - $ 15,170.00
2400-400  Medical Services Repairs $ 4,000.00 $ 19772 $ 3,802.28 95.06%|| $ - $ 3,495.36
2400-500 Medical Services Other Purchase Srvc $ 7,200.00 $ - $ 7,200.00 100.00%|| $ - $ 12,525.92
2400-600 Medical Services Supplies & Books $ 18,150.00 $ 5,004.34 | $ 13,145.66 72.43%|| $ 1,39347 | $ 17,267.85
2400-700  Medical Services Equipment $ 8,000.00 $ - $ 8,000.00 100.00%|| $ - $ 677.19
2400 Medical Services $ 1,719,256.00 §$ 5171.73 [ $ 1,714,084.27 99.70%|| $ (11,817.90)| $ 1,603,135.93
2500-100  Fiscal Services Salaries $ 768,101.00 $ 51,197.30 | $ 716,903.70 93.33%|[ $ 54,315.92 | $ 744,289.68
2500-200  Fiscal Services Benefits $ 397,102.00 $ 8,265.33 | $ 388,836.67 97.92%|[ $ 15,645.46 | § 189,066.63
2500-300  Fiscal Services Prof Services $ 353,699.00 $ - $ 353,699.00 100.00%|| $ 20,505.54 | $ 157,835.08
2500-400  Fiscal Services Repairs & Maint $ 185,695.00 $ 25,396.27 | $ 160,298.73 86.32%|| $ 4,814.50 | $ 195,891.80
2500-500 Fiscal Services Other Purchase Srvc $ 96,000.00 $ 12,000.00 | $ 84,000.00 87.50%|| $ 573824 | $ 8,630.72
2500-600  Fiscal Services Supplies $ 48,500.00 $ - $ 48,500.00 100.00%|| $ 30,44349 | $ 36,572.72

2500-700 Fiscal Services Equipment $ 4,500.00 $ - $ 4,500.00 100.00%|| $ - $ -
2500-800 Fiscal Services Dues & Fees $ 750.00 $ 350.00 | $ 400.00 53.33%|| $ 607.61 | $ 36,473.25
2500 Fiscal Services $ 1,854,347.00 § 97,208.90 | $ 1,757,138.10 94.76%|| $ 132,070.76 | $ 1,368,759.88
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2011-2012 2010-2011
A B C D E F*
2011-2012 2010-2011 2010-2011
2011-12 EXPENDED EXPENDED
DESCRIPTION APPROVED BUDGET 2011-2012 REMAINING BUDGET EXPENDED
BUDGET INCLUDING BUDGET INCLUDING BUDGET
ENCUMBRANCE $ % ENCUMBRANCES| EXPENDITURES
as of July, 2011 (A-B=C) (C/A=D) as of July, 2010 as of June, 2011*

2600-100 Operation & Maintenance Salaries $ 6,719,025.00 $ 367,980.22 | $ 6,351,044.78 94.52%|| $ 389,095.15 | $ 6,455,408.53
2600-200 Operation & Maintenance Benefits $ 2,804,736.00 $ 58,023.57 | $ 2,746,712.43 97.93%|| $ 86,104.58 | $ 1,082,995.41
2600-300 Operation & Maintenance Prof Svcs $ 396,195.00 $ 52,279.12 | $ 343,915.88 86.80%|| $ 67,601.75 | $ 598,732.58
2600-400 Operation & Maintenance Repairs & Utilities $ 4,696,163.00 $ 378,256.77 | $ 4,317,906.23 91.95%([ $ 479,517.15 | § 3,638,630.67
2600-500  Operation & Maintenance Other Purchase Srvc $ 412,561.00 $ 192,605.02 | $ 219,955.98 53.31%| $ 153,466.58 | $ 572,669.37
2600-600 Operation & Maintenance Supplies & Materials $ 2,111,622.00 $ 28,246.73 | $ 2,083,375.27 98.66%|| $ 191,764.12 | $ 1,612,337.60
2600-700  Operation & Maintenance Equipment $ 20,500.00 $ 20,660.85 | $ (160.85) -0.78%|| $ 26519 | $ 153,412.72
2600-800  Operation & Maintenance Dues & Fees $ 1,100.00 $ 410.00 | $ 690.00 62.73%|| $ 190.00 | $ 1,916.00
2600 Operation & Maintenance Svcs $ 17,161,902.00 § 1,098,462.28 | $  16,063,439.72 93.60%|| $ 1,368,004.52 | $ 14,116,102.88
2700-100  Pupil Transportation Salaries $ 2,788,348.00 $ 50,569.99 | $ 2,737,778.01 98.19%|| $ 66,124.21 | $ 2,779,141.47
2700-200  Pupil Transportation Benefits $ 1,211,679.00 $ 8,186.03 | $ 1,203,492.97 99.32%([ $ 13,795.09 | $ 399,626.35
2700-300  Pupil Transportation Prof Svcs $ 18,392.00 $ 10,000.00 | $ 8,392.00 45.63%| $ 5,000.00 | $ 13,922.10
2700-400  Pupil Transportation Repairs & Maint $ 75,992.00 $ 31,196.72 | $ 44,795.28 58.95%|| $ 30,631.59 | $ 64,580.50
2700-500  Pupil Transportation Other Purchase Srvc $ 1,194,764.00 $ 31,790.00 | $ 1,162,974.00 97.34%|| $ 26,335.09 | $ 1,139,291.37
2700-600  Pupil Transportation General Supplies $ 925,195.00 $ 74,650.03 | $ 850,544.97 91.93%([ $ 80,929.16 | $ 794,030.38
2700-700 Pupil Transportation Equipment Orig $ 2,000.00 $ - $ 2,000.00 100.00%|| $ 164.99 | $ 407,755.88
2700-800  Pupil Transportation Dues & Fees $ 50.00 $ 186.00 | $ (136.00) -272.00%|| $ 990.00 | $ 875.00
2700 Pupil Transportation $ 6,216,420.00 ¢ 206,578.77 [ $  6,009,841.23 96.68%|| $ 223,970.13 | $ 5,599,223.05
2800-100 Support Services Central Salaires $ 1,187,969.00 $ 70,585.99 | $ 1,117,383.01 94.06%(| $ 70,102.44 | $ 882,468.49
2800-200 Support Services Central Benefits $ 505,382.00 $ 11,341.99 | $ 494,040.01 97.76%|| $ 24,678.10 | $ 301,805.28
2800-300 Support Services Central Prof Svcs $ 208,661.00 $ 50,142.70 | $ 158,518.30 75.97%|| $ 153,830.64 | $ 220,387.80
2800-400 Support Services Central Repairs & Maint $ 332,114.00 $ 192,227.94 | $ 139,886.06 42.12%|| $ 73,477.53 | $ 107,135.92
2800-500 Support Services Central Other Purchase Srvc $ 632,522.00 $ 144,966.50 | $ 487,555.50 77.08%|| $ 75,800.00 | $ 160,308.82
2800-600  Support Services Central Supplies & Software $ 31,353.00 $ 43137 $ 30,921.63 98.62%|| $ 154,683.09 | $ 191,507.88
2800-700  Support Services Central Equipment $ 122,944.00 §$ - $ 122,944.00 100.00%|| $ - $ 56,479.48
2800-800  Support Services Central Dues & Fees $ 350.00 $ - $ 350.00 100.00%l|| $ (45.00)| $ 830.00
2800 Support Services Central $ 3,021,295.00 § 469,696.49 | $  2,551,598.51 84.45%| $ 552,526.80 | $ 1,920,923.67
2900-500 IU Services IU Withholding $ 102,449.00 $ - $ 102,449.00 100.00%|| $ - $ 104,250.79
2900 IU Services $ 102,449.00 § - |s 102,449.00 100.00%)| $ - s 104,250.79
Total 2000's Support Services $ 53,261,772.00 $ 2,732,019.37| $  50,529,752.63 94.87%|| $ 4,140,016.47 | $ 49,302,881.85

3200-100  Student Activities Salaries $ 1,166,974.00 $ - $ 1,166,974.00 100.00%|| $ - $ 351,040.42
3200-200  Student Activities Benefits $ 244,635.00 $ - $ 244,635.00 100.00%|| $ 5,291.10 | $ 112,510.45
3200-300  Student Activities Prof Svcs $ 155,823.00 $ 825.00 | $ 154,998.00 99.47%|| $ - $ 2,473.50
3200-400 Student Activities Repairs & Maint $ 21,716.00 $ 496.16 | $ 21,219.84 97.72%|| $ 500.00 | $ 14,375.41
3200-500 Student Activities Other Purchase Srvc $ 91,400.00 $ - $ 91,400.00 100.00%|| $ - $ 11,769.25
3200-600 Student Activities General Supplies $ 85,199.00 $ 2,449.71 | $ 82,749.29 97.12%|| $ 493940 | $ 18,397.72
3200-700  Student Activities Equipment $ 200.00 $ - $ 200.00 100.00%|| $ (525.27)| $ (174.27)
3200-800 Student Activities Dues & Fees $ 10,096.00 $ - $ 10,096.00 100.00%|| $ - $ 6,881.00
3200 Student Activities $ 1,776,043.00 § 3,770.87 | $ 1,772,272.13 99.79%|| $ 10,205.23 | $ 517,273.48
3300-100  Community Services Salaries $ -3 - $ - $ - $ 2,174.96
3300-200 Community Services Benefits $ -3 - $ - $ - $ 286.24
3300-300  Community Services Prof Svcs $ 17,480.00 $ - $ 17,480.00 100.00%|| $ - $ 2,373.70
3300-400  Community Services Repairs & Maint $ - $ - $ - $ - $ 701.32
3300-500 Community Services Other Purchase Srvc $ 10,830.00 $ - $ 10,830.00 100.00%|| $ - $ 8,560.60
3300-600 Community Services General Supplies $ 5,000.00 $ - $ 5,000.00 100.00%|| $ - $ 10,041.53
3300-800  Community Services Dues & Fees $ -3 - $ - $ - $ 72.00
3300 Community Services $ 33,310.00 § R $ 33,310.00 100.00%|| $ - $ 24,210.35
3400-600  Scholarships-Supplies $ - $ 150.00 | $ 150.00
3400 Scholarships $ - 8 - 1s - $ 150.00 | $ 150.00
Total 3000's Non Instructional $ 1,809,353.00 $ 3,770.87 | $ 1,805,582.13 99.79%|[ $ 10,355.23 | $ 541,633.83
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4300-400 Architct/Engin-Purchased Prop Srvc $ - $ - $ - $ - $ 5,370.00
4400-300 Architct/Engin- Professional Srvc $ - $ - $ - $ - $ 3,442.64

4600-400 Existing Bldg Improvement-Purchased Prop Srvc $ - $ 223,348.00 | $ (223,348.00) $ - $ -
Total 4000's Const & Improv Srvc $ - $ 223,348.00 | $ (223,348.00) $ - s 8,812.64
5100-800 Debt Service Debt Interest $ 14,229,422.00 $ 1,819,459.98 | $ 12,409,962.02 87.21%| $ 1,839,437.94 | § 12,163,140.68
5100-900 Debt Service Debt Principal $ 9,724,967.00 $ 9,724,967.00 100.00%|| $ 5,000.00 | $ 8,5633,778.45
5100 Debt Service $ 23,954,389.00 §$ 1,819,459.98 [ $  22,134,929.02 92.40%|( $ 1,844,437.94 | $ 20,696,919.13
5200-900 Fund Transfers-Athletic Fund $ - $ - $ - $ 352,632.25 | $ 1,410,529.00
5800-200  Suspense Account-Employee Benefits $ - $ 2,015,638.67 | $ (2,015,638.67) $ - $ 139,219.65

5900-800 Budgetary Reserve Contingency $ 1,600,000.00 $ 1,600,000.00 100.00%|| $ -
Total 5000's Debt & Transfers $ 25,554,389.00 $ 3,835,098.65| ¢ 21,719,290.35 84.99%|| $ 2,197,070.19 | $ 22,246,667.78
Estimated Accounts Payable $ 5,775,479.61
Grand Total: $ 203,809,264.00 $ 12,485,492.10 [ $  191,323,771.90 93.87%|| $ 6,747,040.97 | § 199,612,564.47
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21.  Quotations for the $5,800 - $15,200 Cost Category

INFORMATION:
Quotations were solicited for:
1. Emergency Generator Repairs.

The following vendors were contacted:

School Vendor Price for Repair
Calypso Elementary School Penn Power Systems $885
Clearview Elementary School Northampton Engines, Inc. $895 (Alt. 1)
East Hills Middle School Northampton Engines, Inc. $660
Farmersville Elementary School Penn Power Systems $1,080 (Alt. 1)
Freemansburg Elementary School Penn Power Systems $645
Governor Wolf Elementary School | Penn Power Systems $1,055
Hanover Elementary School Crowder Jr. Company $980 (Alt. 1)
Marvine Elementary School Penn Power Systems $1,650 (Alt. 1)

The lowest responsible quotations are not to exceed $7,850.

Account Code and Name: General Fund 2600430 Repairs and Maintenance
Account Balance: $179,797.67

2. Inspection of Sprinklers and Fire Pumps - Annual Maintenance and Inspections

Victory Fire Protection, Inc. $ 6,435
Kistler O’Brien Fire Protection 6,466
SimplexGrinnell 7,722

The lowest responsible quotation was Victory Fire Protection, Inc., 225 West
Howard Street, Pottstown, Pennsylvania 19464 at a cost not to exceed $6,435.

Account Code and Name: General Fund 2600430 Repairs and Maintenance
Account Balance: $179,797.67

These items were reviewed with the Board at the August 1, 2011, Board Facilities
Committee Meeting.



