'C@doms‘leley B;:mcorp,', Inc.

| VIA ELECTRONIC TRANSMITTAL
(SIGTARP response(@do.treas.gov).
AND U.S. FIRST CLASS MAIL

- March 6, 2009

A‘Neﬂ M. Barofsky B

. ‘Special Inspector General - TARP

- 1500 Pennsylvania Ave., N W
Suite 1064 T
: ’Washmgton D.C. 20220

; RE Response to 'Request for Infonnatlon

Dear Mr. Barofsky

o 'On behalf of Codoms Valley Bancorp, Inc (the “Company ) I am respondmg to your
. request for information issued pursuant to The Emergency Economic Stabilization Actof

- 2008 (“EESA"). The Company received $16.5 million:of CPP funds on J anuary 9,2009..

. ,T he: Company $ response foiiows the sequence of mformatmn as requested n your 1etter -

- (1), OQur Anucmated Use of CPP Funds The prmmpal 1ntended use of CPP funds isto

* support loan growth. In 2008, PeopiesBank a Codorus Valley Company (the

“Bank™), the principal: subsidiary of the. Company, ongmated approxzmately o

. $254 194, OOO of loans which result

Addmonally, ‘the Bank adopted the Hometown Investment Plan which " is -
described in full on the advertisement attached hereto as Exhibit “A.” The
advertisement was pubhshed iri our local newspaper as a full page advertisement o
on Sunday, January 11, 2009, two (2) days after receiving CPP funds. The -

- attached was also maﬂed to all of the Company s sharehoiders on February 1,
2009. : ~

Codorus Valley Corpomte Center, 105 Leader Helghts Road P O Box 2887 York, PA }?405 2887

a net increase in loans i in the amount of -

717»’74’7»1519 * Fax 717-747-0490 ’ ‘
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‘ kiTo date, the foilowmg has occurred pursuant to the Bank’s Hometown anestment
: 'Plan : : . :

: ‘0,. ‘On February 17 12009, the Bank contnbuted SSO 000 to the United Way to

provide initial fundmg for an emergency fund ‘the purpose of which is to help
I peopie affected by the soumng econamy pay for food shelter utlhty bﬂ}s and
»rem ’ . , - , : .

o . Fwe 5) consumer- boxrowers have requested and been granted six (6) month

@

e
@

C ’4‘,se

' deferrals in loan payments due to _}Ob loss or 1ay off

e 'The Bank contmues 1o monitor busmess linés of crecht pursuant to credit

standards in place and has made no ‘determination that- any pamcular line of
' busmess or cateaory of chent should be termmated . )

o T fe' Bank commues its hzswry of prov;dmg professmnal asszstauce to local -

A"non~pmﬁt agencies. Attached as Exhibit “B”- is a list of the Bank s |
‘ Leadersth staff and thezr non»proﬁt actwmes ' .

. The Bank dona,ted $1, 000 to SCORE a local agency, the mission- of which is -

- to provxde trammg, mentoring and formal course of study to those interested.
in starting new businesses and to current owners of small businesses. The
Bank also operates a- program to provxde “credlt” check—ups for consumers
See the brochure attached as Exhibzt “C v :

Segregatlon of CPP Fund At the present tlmc e C
reated from other mstziutmnal ﬁmds i =

o
LS ‘
o
S

Actua} Use ef CCP Fzmds See respense at (1) above '

Exnected Use of Unsnent CPP Funds. In addzt:on to the response at (1) above
the Company intends to use the CPP funds to support. its Iendmg activities and to
cushion against potentzal losses incurred during the current recession. Prior to the

~advent of CPP the Company had deiermmed that because of robust loan growth
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to remain weH oapltahzed the Company would need to raise capital before year- -
end 2009. Attached as Exhibit “D” is Schedule HC-R, Regulatory Capital, from
- the Company’s call report for December 31, 2008 As indicated at the bottom of
- the page, the Company $ nsk-wexghted capital was in decline from quarter to
~ quarter. ‘This decline was due, in main part, to loan growth.  The CPP funds
* . served to bolster capital, thus enabling the Bank to continue lending aggresswely '
“Wxthout seokmg alternatxve and, hkeiy more expenswe oap1tal souroes o

B ) A The Company and Boaxd through its Compensauon Commlttee recently engaged‘ ~
" . - in the required’ revzew of senior executive incentive plans and concluded that
~those plans do not encourage excessive risk takmg Cun‘ently, there i is no direct :
~ contractual 6r policy provision connecting loan risks and executive compensauon
Nor are there any current plans to offset limitations: 1mplemented as ‘a requirement
of the Company s participation in the Capital Pﬁrchase Program by other changes. -
- to longer terms or deferred forms of compensatzon Paronthetlcally you should

note ‘that the Company s ‘compensation philosophies result. in comparatzvely_

- moderate compensatxon practices. The Summary Compensatlon Table from lasi
. year s Proxy is attached as EXhlblt “E o o : K

L Harry R. Swift, Gonerai Counsel of the Company and the Bank certlfy that I have . |
. reviewed this response and the supporting documents, and, based on my knowledge, this
. response and the supporting documents do’ not contain any untrue statements of a

" material fact or omit fo state a material fact necessary to make the sta‘sements ‘made, in -

. hght of tho oiroumstances under which such statements were made, not misleading.

o Very tmly yours

oy 8

) HarryR Swift, Esquzre
- General Counsel

HRS/acs
Attaohments



Exhibit "a"

We’'ve been making a
difference in York County for

It is, after all, our home, too.

Since 1864, we have beers building relatiorships with our dients and within our communily. Together we have westhered economic
dowrdums, avercome socal turmed, fought wars, and sundved natural disasters. Today our comenunily Is fadng another serious event.
‘This firne, it's 3 global economic oiss. Onee agaln, we are ready o help our dients and our neighbors survive these difficult Smes.

You rmay be familiar with the Capital Pmdwaseﬁug:amremnﬂy aeateébylheus Trewury Through this program, the Tressury
will invest additional capital in strong, pi banks, ke who have { the potential and
te desire to fead our nation’s economscrm:mydfom. We recognize meseamd'xfﬁaﬂ: times for you, our friends and neighbors,
and betause we meet the standards required by the US. Tressury, we havedeoded 1o take part in this voluntary program.
Partidpating In this program makes good serse for our Company, Gur st ;, and our

The Capital Parchase Program is not free. The US, Treasury will receive & set rate of retum from us with the expevtation that these
funds will be used appropriately. That said, we befleve you have the right © know how we plan to utifize this new capital and
our Company’s resources to help you.

Sa, we're publishing sur commitrnent 10 you in the form of the Pe
Here's how our Plan will work:

* WE WILL deler your paymerns Ror up o six mornths if you are laid off from your job during 2009 a5 & result of the econorriic
dowrtiy and you have 2 consumer foan with PeaplesBank. This gives you time 1o find another job and get back on your feet.

* WE WILL continue to ‘provide butiness fines of redit for qualified PeoplesBank business dients. You aan, therefore, keep
moving your business forward with the confidence that funding for ongoing operations wilt be available.

* WE WILL create 3 spedial fund adrministered by the United Way of Yark County to provide for the extraordinary needs In our
COMIMLINY.

® WE WiLL. provide funding for the delivery of educational programs
méoansuimgsemozswmistmmnessesh making sound

dedsions and to help feam how to manage their
finances and ko maintain or imprave their oredit ratings,

* WEWILL make members of our PeoplesBank team svellable to
provide leadership and suppon to non-profit agendes burdened by
the inreasing need for their services and decreased funding,

® WEWILL continie to invest the capital necessary to promole
econtrmic growth and job creation In ourcommumty by

York County is a spadal place — one known
for its hard-working, indusirious, and
successhif dtizens. As the largest indeperdent
finendial institution headquartered in York
Counly, we corsider it both our responsibifity
and a privifege to continue making a
difference in our hometown,
So if you're already 2 PeoplesBank
dient, thank you for your confidence
inus, {f youre not yet a PeoplesBank
dient, wouldn't this be the right ime
o become one?

Sincerely,

L. Krebs
a:'r?zgn f the Board

Ko, grmise-

PresuitmmCEO

PEOPL@@&M’{

what’s next.

(888) 846-1970
www.peoplesbanknet.com

Pasdncy b, Necks Laery J. Mader e s MASBACE CRY
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FRY-8C PE/CVE CONSOLIDATED Exhibit "D"
Schedule HO-R Regulatory Capitad 28-Feb-08
12/3372008 A 1 o D g F
fterns not
Call Rpt . subiio
ref Description s risk-walitng 0% 2% 50% 100%
Cash srd balances due from dop inst
RCA1a Cash hems 3,48 0 3048 ()
RCA: Cutrency & coin 4482 4492 {1
RCA2E Balanses dus{less i) , . 851 851 &)
RCA4 Haldue fom FRB S 8418 8418
RCAS Total cash and due from 14,805 o 10808 3887 KEATIXIRKKXXAN [
RC-R 34 proof 14805
RCan Helg-to-maturity securities
P8 trust preforred
risk calagory 100%(bvi(Tr Pref) 1,488 1488 (1)
CVER trust prefersad
risk eategory 100%HV{TT Pref) 934 834 {1y
Total securifies-him 2422 [ [ [ ] 2432
RGC-R IS 2432
RCZb Avallable-far-sele securitles
PB debt securiges
UMBKC risk based Hisk satagory 0%V} b (485
eapital report risk category 20%(bv) 68,834 68,834 {7}
sk cateory SO%HV) 3,505 3,505
sk catpgory 100%bv)
uryeal gainfloss 1,825 1.828 (A}
CVE & PB equity sec, not bank stocks o
Total securiies-afs 72,184 1,825 [ 66,834 3505 4]
RC-R 36 proot 72,154
RCS Fedaral funds sofd 0 30CK0Ea0aR U 2} 00000 ]
RC-R 3T 0] D
RC4a Loans and feases heid for saje 7,373 7373
RCR 38 proof 7,372
RC4b Loans & Leases, net of uneumed income
Loang set by RE
RECtR Construct and LD 88,169 4,834 83335 (1)
RECHY Sec by farmiand 18,688 577 18,118 (1}
RCC1ct Home equity fines 45,800 17,577 28328 (1)
RCCic2a  Sechy 1stin on 14 fam 73452 80 72,978 (1) 414 (1) (C)
RGC102b Secbyjrinon 14 fam 26,934 50 28884 (1)
RCC1d Bec by 5 or more fam prop 13,643 13,843 (1)
RCCle Bec by nonfamy/norves (less CVB In} 225975 180 179 225818 (1)
RCC3 Loans to famers 2,659 8z 2517 1)
RCC4 Cormmd and indusitial 60,818 595 80222 1)
RCCE L.oans to indiv {consumer Ins} 7,85% 1,845 (Sa)(B) 8,006 {1
RECE Obligations of muni's {V8) 7,021 8527 94 (1)
RCCH Other Eix) 881 )
RC4a Totat loans 573,078 180 15,150 80,555 457,193
RCR 38 573,078
RC4c Less: Allow for foan and loase losses 4,630 4,880
RC-R 40 proof 4,880
RCS Tratling ussets [] [}
RO 41 proof 2]
All other assats
RC8 Pramises amd FiA (PB & CVB) 11,568 11,556 (5)
RCY Other real estate owned 2,052 2052 15
RCAO irdangible assets 364 384 [
RCY? Other assets:
PB equily securities-bank sts
FHLE stock 2,847 2817 {7a)
ACHE stock 75 75 {1
interest Rec for loans & securiies 1 704 347 1,449
Other 18 {620} 1) 1BIED (9
Total alf other assels 37,504 {258} o 3321 347 34,082
RO-R 42 proof 37,504 !
proof 702,768 312 14,088 89,302 191,780 503,717
RC-R 43 Totaf assetslon We] 702,788
Off batanze sheet 34,260 ] 2826 [} 31,424
RC-R 4454 proof 34,280
RO-REE Total assels 737,028 {12y 11,088 2,128 101,780 535,151
RU-R 58 Risk weight factor JOUCORNINXIX wa 0% 20% 50% 100%
RCR 57 Risk wweighted assels by ory o 18428 50,880 535,151
RC-R &8 Markat fisk equivatent assets ol
ROR &8 Fisk weighted assels belore ded 804,457
RC-R 50 Less:Excess allow for In & lease losses 1]
RC-R 81 LessiAllotated irsf ik reserve o
RC-R 62 Total risk-wolghted assets 804467
e
Capltal {spot bal) 62,181
Less net unreal galn (oss) 1,204 {formuda sublracts this cel}
Cunlifying tust pref (net of Investmend) 10000 (subj i 25% Smit of Tier 1 cap b4 ) 12,852 10,000 TP total
Less 10% of fow of MBR's & 100% of 364 {formeda sublracts this ool
dwdll and other Intang
Tior 1 caphal 80,613
Aliow for loan lnsses 4,800 (not to exceed 1.25% of tot gross iskweighted assels)
45% of unreal gaing on eqully sot ]
Tler 2 capitat 4580
Total Tier 1+ Tlar 2 capial 65,303
Rafing; Min
6.00%  Totalter 1 1o sk wohted assetsinel) 10.03% 10.80% 1.21% 11.76% 12.14%
10.00%  Totw cap io risk wghted assats{nal) H0.80% 11.59% 11.97% 12.49% 12.86%
600%  Loverage(D) 8.12% 8.37% 961% 8.70% 9.84%
Notes:

{5} Porinstructions: umeaiga&mam‘losses.mwwmaawmwdmmWanmmbng. .
(8) Studant loans g 1080160 +gl 10BD1BO + Vs adj Hany.
(L3 Nonaocrual loans and loans past due 90 days or more with o call code of 1022
@5 Comespontiryg fem mumber undar that coluin In nstuction manual.

(D) Tier 1 capltalig

avg

{000's) as

d from RC-R fine 3fee - %
{qvd avg assels ~ uhven! gainsfivsses impact- 10% mig svep Aights - 100% of guodwill and other Intangibles)

664,787 - 364 654,403

GFinance & ControliExternal Reg Rplg\FRYSCHE R Reg Cap\2008ther 1208 s

£.38%

100.00%

20.85%
20.00%

50.,00%

B9.8E%

0.00%

3.14%
81.46%

83.40%

82.01%

BLOT%

8.01%
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SUMMARY COMPENSATION TABLE

The following table summarizes the total compensation paid or earned by each of the
Named Executive Officers for the fiscal year ended December 31, 2007. The Corporation has
entered into an employment agreement with its Chief Executive Officer which is described
beginning on page 22.

Payments characterized as “Non-equity Incentive Plan Compensation” payments for
fiscal year ended December 31, 2007 were determined by the Committee at its January 22, 2008
meeting based on 2007 Corporation performance and were paid on February 1, 2008. There
were no Stock Awards or other bonuses paid or earned in the fiscal year ended December 31,
2007.

(a) ) (c) (U] ) 0 ®) () U] )]
Change in
Pension Value
and Non~
Non-equity qualified Al Other
Incentive Deferred Compen-
Option Plan Compen- sation
Stock Awards | Compen- | sation Earnings %)
Name and Salary Bonus Awards & sation % ), (3 Total
Principal Position Year (%) %) &) ) 163] ® @), 5 )
Larry J. Miller, Vice
Chairman, President 2006 230,000 37,185 - 50,376 - 88,224 31,973 437,758
and Chief Executive 2007 250,000 - - 33,587 65,037 93,848 32,588 475,060
Officer
Harry R. Swift, - .
Esquire, Executive 2006 178,000 25,014 - - - 49,331 8,132 260,477
Vice President, 2007 184,000 - - - 48,013 51,519 8,916 292,448
General Counsel, ’
Cashier
Jann A. Weaver,
CPA, Executive 2006 104,000 |- 18,005 - - - 28,379 7,446 157,830
Vice President and 2007 109,000 - -- - 27,501 30,209 7,834 174,544
Chief Financial
Officer

(1)  The amount in column (f) reflects the amount recognized for financial statement purposes for the fiscal years
ended December 31, 2006 and 2007, in accordance with FAS 123(R), of awards pursuant to the 2000 Stock
Incentive Plan and thus, includes amounts from awards granted prior to 2007. Assumptions used in the
calculation of this amount for fiscal years ended December 31, 2005, 2006 and 2007 are included in footnote
12 to the Corporation’s audited financial statements for the fiscal year ended December 31, 2007, included in
the Corporation’s Annual Report filed on Form 10-K filed with the SEC on or around March 24, 2008.

(2)  The amounts reflected in column (i) include, for each Named Executive Officer:

s matching contributions allocated by the Corporation to each Named Executive Officer pursuant to the
Corporation’s 401 (k) Retirement Plan which is more fully described on page 21 under the heading “401k
Retirement Plan” (2006 Mr. Miller, $6,600; Mr. Swift, $4,929; Mr. Weaver, $3,120) (2007: Mr. Miller,
$6,750; Mr. Swift, $5,520; Mr. Weaver, $3,270);

» the incremental cost attributable to certain tax benefits provided pursuant to an Officer Group Term
Replacement Plan which provides each Named Executive Officer and other members of executive
management with a death benefit equal to three times annual base salary (2006: Mr. Miller, $2,410; Mr.
Swift, $1,876 and Mr. Weaver, $976) (2007: Mr. Miller, $2,315; Mr. Swift, $1,968; and Mr. Weaver,
$1,064);
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o an incremental cost attributable to the annual expenses of the Change of Control and Supplemental
Retirement Trust established for the benefit of the Named Executive Officers and other members of
executive management at the Hershey Trust Company (2006: Mr. Miller, $300; Mr. Swift, $200; and Mr.
Weaver, $200) (2007: Mr. Miller, $275; Mr. Swift, $183; and Mr. Weaver, $183);

« imputed cost of life insurance (2006: Mr, Miller, $1,083; Mr. Swift, $1,127; and Mr, Weaver, $574)
(2007: Mr. Miller, $1,279; Mr. Swift, $1,245; Mr. Weaver, $645).

(3)  In addition to the items noted in footnote (2) above, the amount in column (i) reflects:

o the cost of long-term health care insurance for Mr. Miller (2006: $16,675) (2007, $16,680), which is
described on page 24 under the heading “Long-Term Nursing Care Agreement”;

» well-day payments to Mr. Miller (2006: $4,423) (2007: $4,808) and Mr. Weaver (2006: $2,000} (2007:
$2,096) under the Corporation’s well-day program; and

o Supplemental disability insurance premiums for Mr. Miller ($481 annually) and Mr. Weaver ($576
annually).

(4)  The amount attributable to perquisites for 2006 and 2007 for each Named Executive Officer is less than
$10,000.

(5)  The incremental cost attributable to Corporation-provided automobiles (calculated in accordance with
Internal Revenue Service guidelines) are included on the W-2 of named executives who receive such benefits.
Each such named executive is responsible for paying income tax on such amount.

(6)  Colummn (h) reflects change from December 31, 2005 to December 31, 2006, and from December 31, 2006 to
December 31, 2007 in the present value of future benefits under a Supplemental Executive Retirement Plan
(SERP).



