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In the opinion of Co-Special Tax Counsel, assuming continuing compliance with certain tax covenants by and the accuracy of certain representations of the School Board,
the portion of the Basic Lease Payments designated and paid as interest to the Series 2007B Certificate holders is excludable from gross income for federal income tax purposes
and will not be an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations; however, such interest portion is taken
into account in determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed on certain corporations. See “TAX TREATMENT”
herein for a description of certain other federal tax consequences of ownership of the Series 2007B Certificates. However, no opinion is expressed with respect to the federal
income tax consequences of any payments received with respect to the Series 2007B Certificates following termination of the Master Lease as a result of non-appropriation of
funds or the occurrence of an event of default thereunder.
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The Certificates of Participation, Series 2007B (the “Series 2007B Certificates”) evidence undivided proportionate interests in Basic Lease Payments (as defined herein)
to be made by The School Board of Palm Beach County, Florida (the “School Board”) acting as the governing body of the School District of Palm Beach County, Florida
(the “District”) pursuant to a Master Lease Purchase Agreement dated as of November 1, 1994 (the “Master Lease”) with Palm Beach School Board Leasing Corp. (the
“Corporation”), as supplemented by Schedule No. 2007B, dated as of March 1, 2007 (together with the Master Lease, the “Series 2007B Lease”) providing for the lease
purchase financing of certain real property and educational facilities by the School Board, as described herein.

The Series 2007B Certificates were originally issued on March 22, 2007 pursuant to the provisions of a Master Trust Agreement, dated as of November 1, 1994, as
supplemented by a Series 2007B Supplemental Trust Agreement, dated as of March 1, 2007 and a First Amendment to Series 2007B Supplemental Trust Agreement, dated
March 12, 2008 (collectively, the “Trust Agreement”), each between the Corporation and The Bank of New York Trust Company, N.A., as successor trustee. The Series 2007B
Certificates were originally issued as auction rate Certificates. Pursuant to the terms of the Trust Agreement the School Board has elected to convert the Series 2007B
Certificates from auction rate Certificates to Certificates bearing interest at a Long-Term Rate (as defined in the Trust Agreement) for a Long-Term Rate Period ending
August 1, 2011. The Series 2007B Certificates are being remarketed as fixed rate Certificates accruing interest at a Long-Term Rate in denominations of $5,000 and integral
multiples thereof until converted to another Interest Rate Period as described herein. During the Long-Term Rate Period commencing on the date of remarketing and ending
on August 1, 2011, the Series 2007B Interest represented by the Series 2007B Certificates shall bear interest at the Long-Term Rate determined by the Remarketing Agent
(described below) prior to the date of initial remarketing and set forth above and thereafter at the Long-Term Rate determined by the Remarketing Agent on a Business Day
no later than the effective date of each subsequent Long-Term Rate Period. While interest on the Series 2007B Certificates accrues at the Long-Term Rate, interest shall be
payable on each February 1 and August 1 (or if such February 1 or August 1 is not a Business Day, the next succeeding Business Day), commencing August 1, 2008. THIS
REMARKETING CIRCULAR IS NOT INTENDED TO PROVIDE INFORMATION RELATED TO THE CALCULATION OF THE INTEREST RATE OR THE
DURATION OF THE INTEREST RATE PERIOD ON THE SERIES 2007B CERTIFICATES DURING ANY INTEREST RATE PERIOD OTHER THAN THE
LONG-TERM RATE PERIOD.

The Series 2007B Certificates are subject to mandatory tender for purchase (i) on a Conversion Date, and (ii) the first day of each Interest Rate Period (or, in the case of
a failed Conversion, the day that would have been the first day of the Interest Rate Period), initially August 1, 2011.

Bear, Stearns & Co. Inc. will serve as the initial remarketing agent for the Series 2007B Certificates (the “Remarketing Agent”). The purchase of the Series 2007B Certificates
upon tender may be made with the proceeds of the remarketing of such Series 2007B Certificates by the Remarketing Agent. IN THE EVENT THE REMARKETING
AGENT IS UNABLE TO REMARKET THE SERIES 2007B CERTIFICATES AND NO LIQUIDITY IS IN EFFECT TO PURCHASE THE SERIES 2007B CERTIFICATES
ON THE TENDER DATE, SERIES 2007B CERTIFICATE OWNERS WILL NOT BE ABLE TO TENDER THEIR CERTIFICATES FOR PURCHASE. SEE “THE SERIES
2007B CERTIFICATES - REMARKETING - FAILED REMARKETING; LIQUIDITY FACILTY” HEREIN. IN NO EVENT WILL THE SCHOOL BOARD BE OBLIGATED
TO PAY THE PURCHASE PRICE OF ANY SERIES 2007B CERTIFICATES TENDERED FOR PURCHASE EXCEPT FROM (A) REMARKETING PROCEEDS OR (B)
AMOUNTS DRAWN UNDER A LIQUIDITY FACILITY. THE SCHOOL BOARD HAS NOT PROVIDED FOR A LIQUIDITY FACILITY IN CONNECTION WITH THE
REMARKETING OF THE SERIES 2007B CERTIFICATES AND THE INSURER IS NOT OBLIGATED UNDER THE POLICY TO PAY THE PURCHASE PRICE OF
TENDERED SERIES 2007B CERTIFICATES. SEE “THE SERIES 2007B CERTIFICATES-PURCHASE OF SERIES 2007B CERTIFICATES-INADEQUATE FUNDS FOR
TENDERS” HEREIN. The principal portion of the Basic Lease Payments represented by the Series 2007B Certificates is subject to optional, mandatory sinking fund and
extraordinary prepayment as described herein. The Series 2007B Certificates are not subject to optional prepayment during the Long-Term Period ending August 1, 2011.

The Series 2007B Certificates were initially issued and are being remarketed in fully registered form in the name of Cede & Co., as nominee of The Depository Trust
Company (“DTC”) under the book-entry-only system maintained by DTC. So long as Cede & Co. is the registered owner of the Series 2007B Certificates, the principal
portion and tender price of, premium, if any, and the interest portion of Basic Lease Payments represented by the Series 2007B Certificates will be payable by the Trustee to
DTC, which will in turn remit such payments to its participants for subsequent disbursement to beneficial owners of the Series 2007B Certificates, as more fully described
herein.

THE SCHOOL BOARD IS NOT LEGALLY REQUIRED TO APPROPRIATE MONEYS TO MAKE LEASE PAYMENTS. LEASE PAYMENTS ARE PAYABLE FROM
FUNDS APPROPRIATED BY THE SCHOOL BOARD FOR SUCH PURPOSE FROM CURRENT OR OTHER FUNDS AUTHORIZED BY LAW AND REGULATIONS OF
THE STATE OF FLORIDA DEPARTMENT OF EDUCATION. NEITHER THE DISTRICT, THE SCHOOL BOARD, THE STATE OF FLORIDA NOR ANY POLITICAL
SUBDIVISION OR AGENCY THEREOF IS OBLIGATED TO PAY, EXCEPT FROM SCHOOL BOARD APPROPRIATED FUNDS, ANY SUMS DUE UNDER THE SERIES
2007B LEASE FROM ANY SOURCE OF TAXATION, AND THE FULL FAITH AND CREDIT OF THE SCHOOL BOARD, THE DISTRICT, THE STATE OF FLORIDA
OR ANY POLITICAL SUBDIVISION OR AGENCY THEREOF IS NOT PLEDGED FOR PAYMENT OF SUCH SUMS DUE THEREUNDER, AND SUCH SUMS DO
NOT CONSTITUTE AN INDEBTEDNESS OF THE SCHOOL BOARD, THE DISTRICT, THE STATE OF FLORIDA OR ANY POLITICAL SUBDIVISION OR AGENCY
THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISIONS OR LIMITATION. NEITHER THE CORPORATION, THE TRUSTEE
NOR ANY CERTIFICATE HOLDER MAY COMPEL THE LEVY OF ANY AD VALOREM TAXES BY THE SCHOOL BOARD, THE DISTRICT, THE STATE OF FLORIDA,
OR ANY POLITICAL SUBDIVISION OR AGENCY THEREOF TO PAY ANY SUMS, INCLUDING THE BASIC LEASE PAYMENTS, DUE UNDER THE SERIES 2007B
LEASE. SEE “RISK FACTORS” HEREIN.

Payment of the principal portion of and interest portion of the Basic Lease Payments represented by the Series 2007B Certificates when due is insured by a financial
guaranty insurance policy issued by Financial Guaranty Insurance Company simultaneously with the original issuance of the Series 2007B Certificates. See “FINANCIAL
GUARANTY INSURANCE” herein. C

SEE THE INSIDE COVER FOR CERTAIN ADDITIONAL INFORMATION RELATING TO THE SERIES 2007B LEASE AND THE SERIES 2007B CERTIFICATES.

This cover page and the inside cover contain certain information for reference only. They are not, and are not intended to be, a summary of the transaction. Investors
must read the entire Remarketing Circular to obtain information essential to the making of an informed investment decision.

The Series 2007B Certificates are being remarketed when, as and if delivered and received by the Remarketing Agent, subject to the approving legal opinion of Greenberg
Traurig, PA., Miami, Florida and Isaacs Williams, PA., Riviera Beach, Florida, Co-Special Tax Counsel, and certain other conditions. Certain legal matters will be passed
upon for the School Board and the Corporation by the District’s Office of General Counsel and for the Remarketing Agent by its Counsel, Nabors, Giblin & Nickerson, PA.,
Tampa, Florida. Public Financial Management, Inc., Orlando, Florida, is acting as Financial Advisor to the School Board. It is expected that the remarketed Series 2007B
Certificates will be available for delivery in New York, New York through the offices of DTC on or about March 12, 2008.

BEAR, STEARNS & CO. INC.

Dated: February 21, 2008



ADDITIONAL INFORMATION

The Series 2007B Certificates were issued to provide funds for the purposes of (i) financing the acquisition,
construction and installation of certain real property and educational and related facilities leased to the School
Board as described herein, and (ii) paying certain costs of issuance with respect to the original issuance of the
Series 2007B Certificates.

The initial term of the Series 2007B Lease commenced on March 22, 2007 through and including June
30, 2007, has been automatically renewed to date and is automatically renewable annually through August 1,
2025, unless sooner terminated as described herein. In addition to the Series 2007B Lease, the School Board (i)
has heretofore entered into the Prior Leases under the Master Lease (as described herein) and (ii) may enter into
other Leases under the Master Lease in the future. Failure to appropriate funds to pay Lease Payments under
any such Lease, or an event of default under any such Lease, will result in the termination of all Leases, including
the Series 2007B Lease. Upon any such termination, any proceeds of the disposition of leased Facilities will be
applied solely to the payment of the related Series of Certificates, all as further described herein. HOWEVER,
IN NO EVENT WILL HOLDERS OF SERIES 2007B CERTIFICATES HAVE ANY INTEREST IN OR RIGHT
TO THE PROCEEDS OF THE DISPOSITION OF FACILITIES FINANCED WITH THE PROCEEDS OF
ANOTHER SERIES OF CERTIFICATES. Should termination of the Master Lease occur, no provision has been
made for acceleration or prepayment of the Series 2007B Certificates. Co-Special Tax Counsel will express no
opinion as to tax exemption or the effect of securities laws with respect to the Series 2007B Certificates following
non-appropriation of funds or an event of default under the Master Lease which results in termination of the
Lease Terms. Transfers of the Series 2007B Certificates may be subject to compliance with the registration
provisions of state and federal securities laws following non-appropriation of funds or an event of default under
the Master Lease which results in termination of the Lease Term of all Leases. (See “TAX TREATMENT” and
“RISK FACTORS” herein). The occurrence of a non-appropriation of funds or an event of default under the
Master Lease which results in termination of the Lease Term of all Leases will not result in termination of the
insurance policy issued by Financial Guaranty Insurance Company concurrently with the original issuance of
the Series 2007B Certificates.
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No dealer, broker, salesman or other person has been authorized by the School
Board or the Remarketing Agent to give any information or to make any representations,
other than those contained in this Remarketing Circular, in connection with the offering
contained herein, and, if given or made, such other information or representations must
not be relied upon as having been authorized by any of the foregoing. This Remarketing
Circular does not constitute an offer to sell nor a solicitation of an offer to buy any
securities, other than the securities offered hereby, or an offer or a solicitation of an offer
of the securities offered hereby to any person in any jurisdiction where such offer or
solicitation of such offer would be unlawful. The information set forth herein has been
obtained from the District, the School Board, the Corporation, Financial Guaranty
Insurance Company (the "Insurer" or "Financial Guaranty"), DTC and other sources
which are believed to be reliable, but is not guaranteed as to accuracy or completeness
by, and is not to be construed as a representation of the District or the School Board with
respect to information provided by DTC, the Liquidity Provider or the Insurer. The
information and expressions of opinion stated herein are subject to change without notice,
and neither the delivery of this Remarketing Circular nor any sale made hereunder under
any circumstances, create any implication that there has been no change in the affairs of
the District or the School Board since the date hereof.

Other than with respect to information concerning Financial Guaranty contained
under the caption "Financial Guaranty Insurance" and Appendix E "Specimen Municipal
Bond Insurance Policy" herein, none of the information in this Remarketing Circular has
been supplied or verified by Financial Guaranty and Financial Guaranty makes no
representation or warranty, express or implied, as to (i) the accuracy or completeness of
such information; (ii) the validity of the Series 2007B Certificates; or (iii) the tax exempt
status of the interest portion of the Basic Lease Payments represented by the Series
2007B Certificates.

THE REMARKETING AGENT HAS PROVIDED THE FOLLOWING
SENTENCE FOR INCLUSION IN THIS REMARKETING CIRCULAR: THE
REMARKETING AGENT HAS REVIEWED THE INFORMATION IN THIS
REMARKETING CIRCULAR IN ACCORDANCE WITH, AND AS PART OF,
ITS RESPONSIBILITY TO INVESTORS UNDER THE FEDERAL SECURITIES
LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS
TRANSACTION, BUT THE REMARKETING AGENT DOES NOT
GUARANTEE THE ACCURACY OR COMPLETENESS OF SUCH
INFORMATION.

UPON ISSUANCE, THE SERIES 2007B CERTIFICATES WILL NOT BE
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR ANY
STATE SECURITIES LAW, AND WILL NOT BE LISTED ON ANY STOCK OR
OTHER SECURITIES EXCHANGE. NEITHER THE SECURITIES AND
EXCHANGE COMMISSION NOR ANY OTHER INDEPENDENT FEDERAL,



STATE OR GOVERNMENTAL ENTITY OR AGENCY WILL HAVE PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS REMARKETING CIRCULAR OR
APPROVED THE SERIES 2007B CERTIFICATES FOR SALE.

IN CONNECTION WITH THIS OFFERING, THE REMARKETING AGENT
MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR
MAINTAIN THE MARKET PRICE OF THE SERIES 2007B CERTIFICATES
OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZATION, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.

THIS REMARKETING CIRCULAR DOES NOT CONSTITUTE A
CONTRACT BETWEEN THE SCHOOL BOARD, THE DISTRICT OR THE
REMARKETING AGENT AND ANY ONE OR MORE OF THE OWNERS OF THE
SERIES 2007B CERTIFICATES.
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REMARKETING CIRCULAR

$116,225,000
CERTIFICATES OF PARTICIPATION, SERIES 2007B
Evidencing Undivided Proportionate Interests of the
Owners Thereof in Basic Lease Payments to be Made by
THE SCHOOL BOARD OF PALM BEACH COUNTY, FLORIDA,
As Lessee, Pursuant to a
Master Lease Purchase Agreement
with Palm Beach School Board Leasing Corp., as Lessor

This Remarketing Circular in general describes the terms of the Series 2007B
Certificates only while the Series 2007B Certificates are Long-Term Rate Certificates
as described herein. As described herein, the School Board may elect to convert
the determination of the interest portion of Basic Lease Payments represented
by the Series 2007B Certificates to other interest modes as provided in the Trust
Agreement. See “APPENDIX C — Forms of Certain Legal Documents —

The Series 2007B Supplemental Trust Agreement” herein.

INTRODUCTION

This Remarketing Circular, including the cover page, the inside cover page and
appendices hereto, is provided to furnish information in connection with the remarketing
of $116,225,000 aggregate principal amount of Certificates of Participation, Series
2007B (the "Series 2007B Certificates"). The Series 2007B Certificates evidence
undivided proportionate interests of the owners thereof in the Basic Lease Payments to be
made by The School Board of Palm Beach County, Florida (the "School Board") under
the Series 2007B Lease (as such term is defined below). The Series 2007B Certificates
were originally executed and delivered on March 22, 2007 pursuant to a Master Trust
Agreement dated as of November 1, 1994 (the "Master Trust Agreement"), as
supplemented by a Series 2007B Supplemental Trust Agreement dated as of March 1,
2007, as amended by a First Amendment to Series 2007B Supplemental Trust Agreement
dated March 12, 2008 (collectively, the "Series 2007B Supplemental Trust Agreement"
and together with the Master Trust Agreement, the "Trust Agreement"), each between
Palm Beach School Board Leasing Corp., a Florida not-for-profit corporation (the
"Corporation") and The Bank of New York Trust Company, N.A. (successor in interest to
NationsBank of Florida, N.A.) Jacksonville, Florida, as trustee (the "Trustee"). The
Series 2007B Certificates were originally issued as auction rate Certificates and, at the
direction of the School Board, are being converted to bear interest at a Long-Term Rate
as described herein.

The School Board, as the governing body of the School District of Palm Beach
County, Florida (the "District"), entered into a Master Lease Purchase Agreement dated
as of November 1, 1994 (the "Master Lease") between the Corporation, as lessor, and the



School Board, as lessee, for the purpose of providing for the lease purchase financing and
refinancing from time to time of certain educational facilities, sites and equipment (the
"Facilities") from the Corporation. Facilities to be leased from time to time are identified
on separate schedules (each a "Schedule") attached to the Master Lease. Upon execution
and delivery thereof, each Schedule, together with the provisions of the Master Lease,
will constitute a separate lease agreement (individually a "Lease" and collectively the
"Leases"). The Facilities subject to each such Lease are financed or refinanced with
separate Series of Certificates issued under the Master Trust Agreement as supplemented

by a Supplemental Trust Agreement related to each such Series of Certificates.

(1)
(2)
3)

The following table provides a summary of the Leases in effect as of the date of
this Remarketing Circular, the designation of the Facilities being lease-purchased by the
School Board under each Lease, the final term of each Lease, the related Series of
Certificates and the outstanding principal amount of each such Series of Certificates.

Lease

Series 1994A

Series 1995A
Series 1996A
Series 2000A
Series 2001AW

Series 2002A@

Series 2002B
Series 2002C

Series 2002D

Series 2002-QZAB
Series 2003A
Series 2003B
Series 2004A®

Series 2004-QZAB
Series 2005-QZAB
Series 2005B®
Series 2006A®

Series 2007A©

Series 2007B
Series 2007E?

Related Facilities
Series 1994A

Series 1995A
Series 1996A
Series 2000A
Series 2001A

Series 2002A

Series 2002B
Series 2002C

Series 2002D

Series 2002-QZAB
Series 2003A
Series 2003B
Series 2004A-1 and
Series 2004A-2
Series 2004-QZAB
Series 2005-QZAB
Series 2005B
Series 2006A-1 and
Series 2006A-2
Series 2007A-1 and
Series 2007A-2
Series 2007B
Series 2007E-1 and
Series 2007E-2

Final Renewal Term

Ending
Date

June 30, 2015

June 30, 2015
June 30, 2016
June 30, 2020
June 30, 2026

August 1, 2018

August 1, 2027
July 31,2027

August 1, 2028

June 11, 2016
August 1, 2021
August 1, 2029
August 1, 2029
August 1, 2016
April 29, 2020
December 15, 2020
August 1, 2010
August 1, 2031
August 1, 2011
August 1, 2031
August 1, 2015
August 1, 2025
August 1, 2032
August 1, 2020

Related Series of
Certificates

Series 1997A
Series 2007D
Series 2002E
Series 2002E
Series 2001B
Series 2001A
Series 2005A
Series 2007C
Series 2002A
Series 2005A
Series 2002B
Series 2002C
Series 2005A
Series 2007C
Series 2002D
Series 2005A
Series 2002-QZAB
Series 2003 A
Series 2003B
Series 2004A

Series 2004-QZAB
Series 2005-QZAB
Series 2005B
Series 2006A

Series 2007A

Series 2007B
Series 2007E

Includes the Series 2001 A-1 Lease and the Series 2001 A-2 Lease.
Includes the Series 2002A-1 Lease and the Series 2002A-2 Lease.
Includes the Series 2004A-1 Lease and the Series 2004A-2 Lease.

2

Principal Amount
Outstanding
$3,635,000
30,485,000
66,950,000®
18,200,000®
166,265,000
2,740,000
50,160,000
78,165,000""
56,855,000
27,595,000
115,350,000
17,695,000
25,270,000
113,145,00019
157,340,000
21,250,000
610,714
49,870,000
124,295,000
95,695,000

1,912,541
1,399,169
24,000,000
216,880,000

268,545,000

116,225,000
$147,390,000



(4)  Includes the Series 2005B-1 Lease and the Series 2005B-2 Lease.

(5) Includes the Series 2006A-1 Lease and the Series 2006A-2 Lease.

(6)  Includes the Series 2007A-1 Lease and the Series 2007A-2 Lease.

(7)  Includes the Series 2007E-1 Lease and the Series 2007E-2 Lease.

(8)  On September 25, 2002 the School Board issued $93,350,000 aggregate principal
amount of Series 2002E Certificates, the proceeds of which were deposited in
escrow and applied to prepay the School Board's Series 1995A Certificates and
Series 1996A Certificates. The listed principal amount represent the approximate
principal portion of the Series 2002E Certificates allocated to each prepaid series.

9) On March 22, 2005, the School Board issued $125,630,000 aggregate principal
amount of Series 2005A Certificates, the proceeds of which were deposited in
escrow and applied to advance refund a portion of the Series 2001A, Series
2002A, Series 2002C and Series 2002D Certificates. The listed principal amounts
represent the approximate principal portion of the Series 2005A Certificates
allocated to each refunded Series.

(10)  On March 22, 2007, the School Board issued $192,310,000 aggregate principal
amount of Series 2007C Certificates, the proceeds of which were deposited in
escrow and applied to advance refund a portion of the Series 2001 A and Series
2002C Certificates. The listed principal amounts represent the approximate
principal portion of the Series 2007C Certificates allocated to each refunded
Series.

The Series 1997A Certificates, the Series 2001 A Certificates, the Series 2001B
Certificates, the Series 2002A Certificates, the Series 2002B Certificates, the Series
2002C Certificates, the Series 2002 QZAB Certificates, the Series 2002D Certificates, the
Series 2002E Certificates, the Series 2003A Certificates, the Series 2003B Certificates,
the Series 2004A Certificates, the Series 2004 QZAB Certificates, the Series 2005A
Certificates, the Series 2005B Certificates, the Series 2005 QZAB Certificates, the Series
2006A Certificates, the Series 2007A Certificates, the Series 2007B Certificates, the
Series 2007C Certificates, the Series 2007D Certificates and the Series 2007E
Certificates are collectively referred to herein as the "Prior Certificates." The Series
1994A Lease, the Series 1995A Lease, the Series 1996A Lease, the Series 2000A Lease,
the Series 2001 A Leases, the Series 2002A Leases, the Series 2002B Lease, the Series
2002C Lease, the Series 2002D Lease, the Series 2002 QZAB Lease, the Series 2003A
Lease, the Series 2003B Lease, the Series 2004A Leases, the Series 2004 QZAB Lease,
the Series 2005 QZAB Lease, the Series 2005B Leases, the Series 2006A Leases, the
Series 2007A Leases and the Series 2007E Leases, are collectively referred to herein as
the "Prior Leases." In addition to the Prior Leases the School Board may authorize other
Leases in the future. See "THE MASTER LEASE FACILITIES," "THE PRIOR
FACILITIES" and "THE MASTER LEASE PROGRAM."

After completion of the Series 2007A Facilities, the Series 2007B Facilities and
the Series 2007E Facilities, the School Board will have approximately 44% of all gross
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square feet of educational facilities space in the District under the Master Lease. See
"THE MASTER LEASE FACILITIES," "THE SERIES 2007B FACILITIES" and "THE
PRIOR FACILITIES."

Pursuant to the applicable provisions of Florida law, including particularly
Chapters 1001-1013, Florida Statutes, as amended, the School Board, by Resolution duly
adopted by the School Board on (i) January 24, 2007, authorized the execution and
delivery of Schedule 2007B to the Master Lease, dated as of March 1, 2007 (together
with the Master Lease, the "Series 2007B Lease") and the original issuance of the Series
2007B Certificates and (ii) January 23, 2008, authorized the remarketing of the Series
2007B Certificates in connection with the conversion from auction rate Certificates to
Long-Term Rate Certificates.

The initial term of the Series 2007B Lease commenced on March 22, 2007 to and
including June 30, 2007, has been automatically renewed to date and is automatically
renewable annually through and including August 1, 2025, unless sooner terminated as
described herein. Subject to the Board's right to substitute facilities, the Facilities being
lease purchased under the Series 2007B Lease includes additions at two middle schools,
an auditorium addition at a high school, a new elementary school and the
modernization/replacement of two elementary schools (the "Series 2007B Facilities").
See "THE SERIES 2007B LEASE" and "THE SERIES 2007B FACILITIES."

The School Board holds title to all of the sites on which the Series 2007B
Facilities will be located (the "Series 2007B Facility Sites"). Pursuant to the Series
2007B Ground Lease dated as of March 1, 2007 (the "Series 2007B Ground Lease"), the
School Board is leasing the Series 2007B Facility Sites to the Corporation for an initial
term which commenced on March 22, 2007 and ends on August 1, 2030, subject to
Permitted Encumbrances (as defined in the Series 2007B Ground Lease), and subject to
earlier termination or extension as set forth therein. See "APPENDIX C - FORMS OF
CERTAIN LEGAL DOCUMENTS - The Series 2007B Ground Lease."

Pursuant to the Series 2007B Assignment Agreement dated as of March 1, 2007
(the "Series 2007B Assignment"), between the Corporation and the Trustee, the
Corporation has irrevocably assigned to the Trustee for the benefit of the owners of the
Series 2007B Certificates substantially all of its right, title and interest in and to the
Series 2007B Ground Lease and the Series 2007B Lease including the right to receive the
Basic Lease Payments and all other amounts due under the Series 2007B Lease, as herein
described. See "APPENDIX C - FORMS OF CERTAIN LEGAL DOCUMENTS -
Series 2007B Assignment."

Bear, Stearns & Co. Inc. will serve as the remarketing agent for the Series 2007B
Certificates (the "Remarketing Agent"). The purchase of the Series 2007B Certificates
upon tender may be made with the proceeds of the remarketing of such Series 2007B
Certificates by the Remarketing Agent. IN THE EVENT THE REMARKETING



AGENT IS UNABLE TO REMARKET THE SERIES 2007B CERTIFICATES AND
NO LIQUIDITY IS IN EFFECT TO PURCHASE THE SERIES 2007B CERTIFICATE
ON THE TENDER DATE, SERIES 2007B CERTIFICATE OWNERS WILL NOT BE
ABLE TO TENDER THEIR CERTIFICATES FOR PURCHASE. SEE "THE SERIES
2007B CERTIFICATES - REMARKETING - FAILED REMARKETING; LIQUIDITY
FAILURE." IN NO EVENT WILL THE SCHOOL BOARD BE OBLIGATED TO PAY
THE PURCHASE PRICE OF ANY SERIES 2007B CERTIFICATES TENDERED FOR
PURCHASE EXCEPT FROM (A) REMARKETING PROCEEDS OR (B) AMOUNTS
DRAWN UNDER A LIQUIDITY FACILITY. THE SCHOOL BOARD HAS NOT
PROVIDED FOR A LIQUIDITY FACILITY IN CONNECTION WITH THE
REMARKETING OF THE SERIES 2007B CERTIFICATES AND THE INSURER IS
NOT OBLIGATED UNDER THE POLICY TO PAY THE PURCHASE PRICE OF
TENDERED SERIES 2007B CERTIFICATES. SEE "THE SERIES 2007B
CERTIFICATES — PURCHASE OF SERIES 2007B CERTIFICATES - INADEQUATE
FUNDS FOR TENDERS."

The scheduled payment of principal and interest in respect of the Series 2007B
Certificates is insured by a municipal bond insurance policy (the "Policy") issued by
Financial Guaranty Insurance Company (the "Insurer" or "Financial Guaranty")
concurrently with the original delivery of the Series 2007B Certificates.  See
"FINANCIAL GUARANTY INSURANCE."

Brief descriptions of the District, the School Board, the Insurer, the Policy, the
Liquidity Provider and the Series 2007B Facilities are included in this Remarketing
Circular together with summaries of certain provisions of the Series 2007B Certificates,
the Master Lease, the Series 2007B Lease, the Series 2007B Ground Lease, the Trust
Agreement and the Series 2007B Assignment. Such descriptions and summaries do not
purport to be comprehensive or definitive. All references herein to the Master Lease, the
Series 2007B Lease, the Trust Agreement, the Series 2007B Ground Lease and the Series
2007B Assignment are qualified in their entirety by reference to the respective complete
documents. Copies of the documents may be obtained upon written request and payment
of the costs of duplication to the Trustee at 10161 Centurion Parkway, Jacksonville,
Florida 32256, or to the District at 3300 Forest Hill Boulevard, Suite A-334, West Palm
Beach, Florida 33406-5813, Office of the Treasurer. Capitalized terms used herein and
not otherwise defined will have the meanings given them in "APPENDIX C - FORMS
OF CERTAIN LEGAL DOCUMENTS."

PURPOSE OF THE SERIES 2007B CERTIFICATES

The Series 2007B Lease was entered into and the Series 2007B Certificates were issued
to provide funds for the purposes of (i) financing the acquisition, construction and
installation of the Series 2007B Facilities and (ii) paying certain costs of issuance with
respect to the original issuance of the Series 2007B Certificates.



THE SERIES 2007B CERTIFICATES
General

The principal portion due with respect to the Series 2007B Certificates at maturity
or earlier prepayment represents undivided proportionate interests in a portion of the
principal portion of the Basic Lease Payments due on each of the dates set forth in the
Series 2007B Lease. The interest portion due with respect to the Series 2007B
Certificates, payable on each Interest Payment Date (as defined herein), represents
undivided proportionate interests in a portion of the interest portion of Basic Lease
Payments due on each of the dates set forth in the Series 2007B Lease, to and including
the maturity or earlier prepayment of each Series 2007B Certificate. From their date of
remarketing the Series 2007B Certificates will bear interest at the Long-Term Rate set
forth on the cover page of this Remarketing Circular through the initial Long-Term Rate
Period (ending on August 1, 2011). The Series 2007B Certificates will continue to bear
interest at the Long-Term Rate established for each subsequent Long-Term Rate Period
until such time, if ever, that the School Board converts the Series 2007B Certificates to a
different Interest Rate Period in accordance with the provisions of the Trust Agreement.

So long as the Series 2007B Interest is calculated at the Long-Term Rate interest
will be paid on the Series 2007B Certificates (an "Interest Payment Date") on each
February 1 and August 1 (or if such February 1 or August 1 is not a Business Day, the
next succeeding Business Day), commencing August 1, 2008. The principal portion,
purchase price or Prepayment Price of the Series 2007B Certificates is payable to the
registered owner upon presentation at the designated corporate trust office of the Trustee.
The interest portion of the Basic Lease Payments represented by the Series 2007B
Certificates is payable by check or draft of the Trustee, mailed to the registered owner at
the address shown on the Certificate register maintained by the Trustee as of the fifteenth
day (whether or not a Business Day) immediately preceding such Interest Payment Date
or, in the event that an Interest Payment Date shall occur less than 15 days after the first
day of a Long-Term Rate Period, that first day (the "Record Date"). Such interest may be
paid by wire transfer within the United States to the registered owners of $1,000,000 or
more in aggregate principal amount of Series 2007B Certificates upon their request in
writing received no later than the Record Date prior to any Interest Payment Date. The
Trustee may charge a reasonable fee for the cost of the wire transfer. Notwithstanding
the above, reference is made to the book-entry system of registration described under
"BOOK-ENTRY ONLY SYSTEM" below. The Series 2007B Certificates will be
remarketed in Authorized Denominations of $5,000 and any integral multiple thereof
during the Long-Term Rate Period.

The principal portion of the Basic Lease Payments represented by the Series
2007B Certificates will bear interest from and including the Interest Accrual Date
immediately preceding the date of authentication of such Series 2007B Certificates, or if
the date of authentication is an Interest Accrual Date to which interest has been paid in



full or duly provided for, from such date of authentication or, if it is the first payment of
interest with respect to such Series 2007B Certificates, the date of remarketing of such
Series 2007B Certificates. However, if, as shown by the records of the Trustee, the
payment of the interest portion of the Basic Lease Payments is in default, the accrual
period for the interest portion of the Basic Lease Payments represented by Series 2007B
Certificates 1ssued in exchange for Series 2007B Certificates surrendered for registration
of transfer or exchange will commence from the date to which interest represented
thereby has been paid in full or, if no interest has been paid with respect to such Series
2007B Certificates, from the date of remarketing. The interest portion of the Basic Lease
Payments represented by the Series 2007B Certificates will be computed on the basis of a
360 day year, based on a year of twelve 30-day months, so long as the Series 2007B
Interest is calculated at the Long-Term Rate.

During the Long-Term Rate Period, the interest portion of the Basic Lease
Payments represented by the Series 2007B Certificates will be payable on each Interest
Payment Date for the period commencing on the first day of the Long-Term Rate Period
and, thereafter, each Interest Payment Date during that Long-Term Rate Period, other
than the last such Interest Payment Date. In any event, the interest portion of the Basic
Lease Payments represented by the Series 2007B Certificates will be payable for the final
Interest Rate Period to the date on which the Series 2007B Certificates have been paid in
full.

The term of the accrual of the interest portion of the Basic Lease Payments
represented by the Series 2007B Certificates will be divided into consecutive Interest
Rate Periods during each of which the principal portion of the Basic Lease Payments
represented by the Series 2007B Certificates will bear interest at a Daily Rate, a Weekly
Rate, Certificate Interest Term Rates, a Long-Term Rate and/or an Auction Rate. Except
for any Liquidity Provider, no holder of a Series 2007B Certificate shall be paid the
interest portion of the Basic Lease Payments represented by such Series 2007B
Certificate for any period at a rate higher than the Maximum Rate (12%)).

Remarketing

General. The determination of each Long-Term Rate by the Remarketing Agent
shall be conclusive and binding upon the School Board, the Trustee, the Tender Agent,
the Remarketing Agent, any Liquidity Provider and the Series 2007B Certificate holders.

During each Long-Term Rate Period, the Series 2007B Interest represented by
Series 2007B Certificates shall be calculated at the Long-Term Rate, which shall be
determined by the Remarketing Agent on a Business Day no later than the effective date
of such Long-Term Rate Period. Each Long-Term Rate shall be the rate of interest per
annum determined by the Remarketing Agent (based on an examination of tax-exempt
obligations comparable, in the judgment of the Remarketing Agent, to the Series 2007B
Certificates and known by the Remarketing Agent to have been priced or traded under



then-prevailing market conditions) to be the minimum interest rate which, if applied to
Series 2007B Interest represented by such Long-Term Rate Certificate for such Long-
Term Rate Period, would enable the Remarketing Agent to sell all of the Long-Term Rate
Certificates of that Long-Term Rate Period on such effective date at a price (without
regard to accrued interest) equal to the Series 2007B Principal represented thereby,
provided that in connection with a Conversion to or continuation of Long-Term Rate, the
Long-Term Rate for a Long-Term Rate Period may be the minimum interest rate which,
if applied to the Series 2007B Interest represented by such Long-Term Rate Certificate
for such Long-Term Rate Period, would enable the Remarketing Agent to sell all of the
Long-Term Rate Certificate on such effective date at a price (without regard to accrued
interest) greater than the Series 2007B Principal represented thereby upon consent of the
School Board and delivery of a Favorable Opinion.

In the event that for any reason the Remarketing Agent does not establish the
Long-Term Rate as described above, then the Series 2007B Interest represented by the
Long-Term Rate Certificates shall continue to be calculated at the rate in effect for the
immediately prior Long-Term Rate Period for a new Long-Term Rate Period equal in
length to the immediately prior Long-Term Rate Period, unless (A) the School Board is
able to obtain a Favorable Opinion and a Liquidity Facility meeting the requirements of
the Trust Agreement with respect to the Weekly Rate Periods is in effect, in which case
such Long-Term Rate Certificates shall be converted to Weekly Rate Certificates, or (B)
if no Liquidity Facility meeting the requirements of the Trust Agreement with respect to
the Weekly Rate Period is available, but the School Board is able to obtain a Favorable
Opinion, Series 2007B Interest represented by Long-Term Rate Certificates shall
continue to accrue at the rate in effect for the immediately prior Long-Term Rate Period,
but for a new Long-Term Rate Period of one year, and such Long-Term Rate Certificates
shall continue to be subject to mandatory tender for purchase on the effective date of the
new Interest Rate Period. See "THE SERIES 2007B CERTIFICATES - Purchase of
Series 2007B Certificates - Mandatory Tender for Purchase on Conversion Date or First
Day of Each Interest Rate Period." IN THE EVENT THE REMARKETING AGENT IS
UNABLE TO REMARKET THE SERIES 2007B CERTIFICATES AND NO
LIQUIDITY IS IN EFFECT TO PURCHASE THE SERIES 2007B CERTIFICATE ON
THE TENDER DATE, SERIES 2007B CERTIFICATE OWNERS WILL NOT BE
ABLE TO TENDER THEIR CERTIFICATES FOR PURCHASE. SEE "THE SERIES
2007B CERTIFICATES - REMARKETING - FAILED REMARKETING; LIQUIDITY
FAILURE." IN NO EVENT WILL THE SCHOOL BOARD BE OBLIGATED TO PAY
THE PURCHASE PRICE OF ANY SERIES 2007B CERTIFICATES TENDERED FOR
PURCHASE EXCEPT FROM (A) REMARKETING PROCEEDS OR (B) AMOUNTS
DRAWN UNDER A LIQUIDITY FACILITY. THE SCHOOL BOARD HAS NOT
PROVIDED FOR A LIQUIDITY FACILITY IN CONNECTION WITH THE
REMARKETING OF THE SERIES 2007B CERTIFICATES AND THE INSURER IS
NOT OBLIGATED UNDER THE POLICY TO PAY THE PURCHASE PRICE OF
TENDERED SERIES 2007B CERTIFICATES. SEE "THE SERIES 2007B



CERTIFICATES - PURCHASE OF SERIES 2007B CERTIFICATES - INADEQUATE
FUNDS FOR TENDERS."

Continuation of Long-Term Rate. At any time, the School Board, by written
direction to the Trustee, the Tender Agent, the Liquidity Provider (if any), the
Remarketing Agent (if any), the Auction Agent (if any) and the Broker-Dealers (if any),
may elect that all or a portion of Series 2007B Interest shall continue to be calculated, at
the Long-Term Rate. The direction of the School Board (1) shall specify the duration of
the Long-Term Rate Period; (2) shall specify the proposed effective date of the Long-
Term Rate Period, which date shall be the day immediately following the last day of the
then-current Long-Term Rate Period or a day on which the Long-Term Rate Certificates
would otherwise be subject to optional prepayment; (3) shall specify the last day of the
Long-Term Rate Period (which last day shall be either the day immediately prior to the
Maturity Date, or a day which both immediately precedes a Business Day and is at least
181 days after the effective date thereof); (4) shall specify a Tender Date on or prior to
which holders of Series 2007B Certificates are required to deliver their Series 2007B
Certificates to be purchased; (5) shall specify the initial Interest Payment Date for such
Long-Term Rate Period; (6) shall specify the amount of Series 2007B Principal the
interest accruing on which will be subject to calculation at a Long-Term Rate, and (7)
subject to the requirement of a Favorable Opinion may specify Prepayment Prices and
periods, and, if the last day of the Long-Term Rate Period shall be the day immediately
prior to the Maturity Date, shall provide for the Long-Term Rate Certificates to mature
serially in the principal portions scheduled for mandatory sinking fund prepayment in
accordance with a schedule set forth by the School Board.

If, by the second Business Day preceding the 29th day prior to the last day of any
Long-Term Rate Period, the Trustee has not received notice of the School Board’s
election that, during the next succeeding Interest Rate Period, the Series 2007B Interest
represented by the Long-Term Rate Certificates shall be calculated at a Weekly Rate, a
Daily Rate, the Applicable ARS Rate or another Long-Term Rate and/or at Certificate
Interest Term Rates, the next succeeding Interest Rate Period for such Long-Term Rate
Certificates shall be either (i) the shortest possible Long-Term Rate Period, if the School
Board is able to obtain a Favorable Opinion, or (i1) a Long-Term Rate Period of the same
duration as the previous Long-Term Rate Period, if the School Board is not able to obtain
a Favorable Opinion, until such time as the interest rate shall be adjusted to a Daily Rate,
Weekly Rate, Long-Term Rate or Certificate Interest Term Rates and/or the Applicable
ARS Rate as provided in the Series 2007B Supplemental Trust Agreement, and such
Long-Term Rate Certificates shall be subject to mandatory purchase on the first day of
such Long-Term Rate Period. The Series 2007B Interest represented by such Long-Term
Rate Certificates shall be calculated at the Long-Term Rate established by the
Remarketing Agent or otherwise as provided in the Series 2007B Supplemental Trust
Agreement and as described above under "THE SERIES 2007B CERTIFICATES -
Remarketing - General." IN THE EVENT THE REMARKETING AGENT IS
UNABLE TO REMARKET THE SERIES 2007B CERTIFICATES AND NO



LIQUIDITY IS IN EFFECT TO PURCHASE THE SERIES 2007B CERTIFICATE ON
THE TENDER DATE, SERIES 2007B CERTIFICATE OWNERS WILL NOT BE
ABLE TO TENDER THEIR CERTIFICATES FOR PURCHASE. SEE "THE SERIES
2007B CERTIFICATES - REMARKETING - FAILED REMARKETING; LIQUIDITY
FAILURE." IN NO EVENT WILL THE SCHOOL BOARD BE OBLIGATED TO PAY
THE PURCHASE PRICE OF ANY SERIES 2007B CERTIFICATES TENDERED FOR
PURCHASE EXCEPT FROM (A) REMARKETING PROCEEDS OR (B) AMOUNTS
DRAWN UNDER A LIQUIDITY FACILITY. THE SCHOOL BOARD HAS NOT
PROVIDED FOR A LIQUIDITY FACILITY IN CONNECTION WITH THE
REMARKETING OF THE SERIES 2007B CERTIFICATES AND THE INSURER IS
NOT OBLIGATED UNDER THE POLICY TO PAY THE PURCHASE PRICE OF
TENDERED SERIES 2007B CERTIFICATES. SEE "THE SERIES 2007B
CERTIFICATES - PURCHASE OF SERIES 2007B CERTIFICATES - INADEQUATE
FUNDS FOR TENDERS."

Notice of Continuation of Long-Term Rate. The Trustee shall give notice by
first-class mail of the establishment of another Long-Term Rate Period to the holders of
Series 2007B Certificates affected thereby not less than 30 days prior to the effective date
of the Long-Term Rate Period. Such notice shall state (A) that all or a portion of Series
2007B Interest shall continue to be calculated at, a Long-Term Rate unless (1) the School
Board rescinds its election to adjust the interest rate to a Long-Term Rate or (2) all Series
2007B Certificates subject to such continuation are not remarketed at a Long-Term Rate;
(B) the proposed effective date, duration and last day of the Long-Term Rate Period; (C)
that the Series 2007B Certificates subject to such continuation are subject to mandatory
tender for purchase on such proposed effective date and setting forth the Tender Price and
the place of delivery for purchase of the affected Series 2007B Certificates; and (D) the
information set forth below under "THE SERIES 2007B CERTIFICATES - Purchase of
Series 2007B Certificates — Notice of Mandatory Tender For Purchase."

Failed Remarketing; Liquidity Failure In the event that any Long-Term Rate
Certificates cannot be remarketed (the "Delayed Remarketing Certificates") then the
Series 2007B Interest represented by such Delayed Remarketing Certificates shall accrue
at (A) with respect to a Long-Term Rate Period for which a Liquidity Facility is in effect,
One Month LIBOR Rate plus one-half percent (0.50%) per annum (which rate shall not
exceed the Maximum Rate), and (B) with respect to a Long-Term Rate Period for which
no Liquidity Facility is in effect, eleven percent (11%) per annum, in each case from the
period commencing on the day immediately following the last day of the preceding
Long-Term Rate Period and ending on the day that funds are available to pay the Tender
Price of such Delayed Remarketing Certificates (the "Delayed Remarketing Period").

Special  Provisions  Relating  to  Delaved  Remarketing  Certificates.
Notwithstanding anything in the Series 2007B Supplemental Trust Agreement to the
contrary, the following provisions shall apply with respect to Delayed Remarketing
Certificates.
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(1) On each Business Day during the Delayed Remarketing Period, the
Remarketing Agent shall continue to use its best efforts to remarket the Delayed
Remarketing Certificates into the Interest Rate Period designated by the Trustee, at the
direction of the School Board (or such other Interest Rate Period as the Trustee, at the
direction of the School Board, shall thereafter designate to the Remarketing Agent and
the prospective holders of such Series 2007B Certificates). Once the Remarketing Agent
has advised the Trustee that it reasonably believes that it is able to remarket all of the
Delayed Remarketing Certificates into the designated Interest Rate Period, the Trustee, at
the direction of the School Board, will give notice by mail to the Holders of the Delayed
Remarketing Certificates no later than five (5) Business Days prior to the proposed
effective date of the new Interest Rate Period (the “Delayed Remarketing Date”), which
notice shall state (A) that the Series 2007B Interest represented by such Delayed
Remarketing Certificates will continue to be calculated at a Long-Term Rate or will be
adjusted to calculation at a Daily Rate, Weekly Rate, Certificate Interest Term Rate or
Applicable ARS Rate unless the remarketing proceeds available on the Delayed
Remarketing Date are less than the amount required to purchase all of the Delayed
Remarketing Certificates at the Tender Price; (B) the Delayed Remarketing Date and,
with respect to Delayed Remarketing Certificates for which the Series 2007B Interest
represented thereby shall continue to accrue at a Long-Term Rate, the proposed duration
and last day of the Long-Term Rate Period; (C) that the Delayed Remarketing
Certificates are subject to mandatory tender for purchase on the Delayed Remarketing
Date and setting forth the Tender Price and the place of delivery for purchase of the
Delayed Remarketing Certificates; (D) the information set forth below under "THE
SERIES 2007B CERTIFICATES - Purchase of Series 2007B Certificates - Notice of
Mandatory Tender for Purchase"; and (E) that if sufficient funds are not available to pay
the Tender Price of all Delayed Remarketing Certificates on the Tender Date, then the
Series 2007B Interest on all such Delayed Remarketing Certificates shall accrue at the
rate described above under "THE SERIES 2007B CERTIFICATES - Remarketing-
Failed Remarketing; Liguidity Facility” until all such Series 2007B Certificates are
purchased as required in accordance with the Series 2007B Supplemental Trust
Agreement, and all tendered Delayed Remarketing Certificates shall be returned to their
respective Holders. The Trustee shall send a copy of any notice sent to Delayed
Remarketing Certificate holders pursuant to the preceding sentence to the Tender Agent,
the Liquidity Provider (if any), the Remarketing Agent (if any), the Rating Agency (if
any), the Auction Agent (if any), the Broker-Dealers (if any) and the Series 2007B Credit
Facility Provider. No other notice shall be required under the Series 2007B Supplemental
Trust Agreement in connection with a proposed Conversion of Delayed Remarketing
Certificates.

(i)  The Trustee may, upon direction of the School Board, apply amounts on
deposit in the Series 2007B Prepayment Account to the prepayment of the Delayed
Remarketing Certificates as a whole or in part on any Business Day during the Delayed
Remarketing Period, at a Prepayment Price equal to the Series 2007B Principal
represented thereby, without premium, plus the Series 2007B Interest represented thereby
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accrued to the Prepayment Date. The Trustee shall give notice of any such prepayment to
the Delayed Remarketing Certificate holders at least five (5) Business Days prior to the
Prepayment Date and otherwise in accordance with the Master Trust Agreement;
provided, however, that with respect to the Prepayment of Delayed Remarketing
Certificates, such notice of prepayment shall be sent no less than 5 Business Days nor
more than 10 Business Days prior to the Prepayment Date.

(i11)) During the Delayed Remarketing Period, the Series 2007B Interest
represented by Delayed Remarketing Certificates shall be paid to the Holders thereof (i)
on each February 1 and August 1 occurring during the Delayed Remarketing Period
and/or (ii) on the last day of the Delayed Remarketing Period. In the case of clause (i),
payment of the Series 2007B Interest represented by Delayed Remarketing Certificates
shall be made by the Trustee from the Series 2007B Lease Payment Account pursuant to
the Series 2007B Trust Agreement. In the case of clause (ii), payment of the Series
2007B Interest represented by Delayed Remarketing Certificates shall be payable solely
from the proceeds of remarketing and without duplication of any payment made pursuant
to clause (1).

Prepayment

Optional Prepayment.  The Series 2007B Certificates are not subject to
prepayment at the option of the School Board during the Long-Term Rate Period ending
August 1, 2011. During any subsequent Long-Term Rate Period, the Series 2007B
Certificates shall be subject to optional prepayment prior to their stated maturity upon
request of the School Board in whole or in part: (i) on the first day of the applicable
Long-Term Rate Period, at a Prepayment Price equal to the Series 2007B Principal
represented thereby, without premium, plus the Series 2007B Interest represented thereby
accrued to the Prepayment Date, and (i1) at the times and at the prices set forth below,
and in such amounts and of such maturities (treating sinking fund prepayment dates as
maturities for such purpose) as the School Board may direct, plus the Series 2007B
Interest represented thereby accrued to the Prepayment Date:

Years from Conversion

Date until end of Long- First Day of Prepayment
Term Rate Period Period Prepayment Price
More than fifteen Tenth anniversary of 101% declining by 1% on
Conversion Date the next anniversary after

the tenth anniversary of the
Conversion Date and
thereafter at 100%
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Years from Conversion

Date until end of Long- First Day of Prepayment
Term Rate Period Period Prepayment Price
More than ten but not more Seventh anniversary of 101% declining by 1% on
than fifteen Conversion Date the next anniversary after
the seventh anniversary of
the Conversion Date and
thereafter at 100%
More than seven but not Fifth anniversary of 101% declining by 1% on
more than ten Conversion Date the next anniversary after
the fifth anniversary of the
Conversion Date  and
thereafter at 100%
More than four but not Third anniversary of 101% declining by 1% on
more than seven Conversion Date the next anniversary after
the third anniversary of the
Conversion  Date  and
thereafter at 100%
Four or fewer Not Callable N.A.

Prior to notice being given to the Owners of affected Series 2007B Certificates of
any optional prepayment of Series 2007B Certificates either (1) there shall be deposited
with the Trustee an amount sufficient to pay the principal portion of the Basic Lease
Payments represented by Series 2007B Certificates subject to prepayment, plus accrued
interest to the prepayment date, plus any premium applicable to such prepayment, or (ii)
such notice shall state that the prepayment is conditioned on the receipt of moneys for
such prepayment by the Trustee on or prior to the Prepayment Date. In the event that a
conditional notice of prepayment is given and such moneys are not timely received, the
prepayment for which such notice was given shall not be undertaken. Amounts deposited
pursuant to this paragraph shall be kept by the Trustee in a trust account separate and
segregated from all other moneys deposited under the Trust Agreement and shall be held
uninvested unless invested at the direction of an Authorized Officer only in Government
Obligations that mature on or before the Prepayment Date.

Optional Prepayment of Delayed Remarketing Certificates. Delayed Remarketing
Certificates are subject to optional prepayment prior to their stated maturity upon request
of the School Board in whole or in part on any Business Day at a Prepayment Price equal
to the Series 2007B Principal represented thereby, without premium, plus the Series
2007B Interest represented thereby accrued to the Prepayment Date.
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Extraordinary Prepayment. Series 2007B Certificates are subject to extraordinary
prepayment in whole or in part at any time, and if in part, in such order of maturity, as
shall be designated by the School Board, and by lot within a maturity in such manner as
the Trustee shall determine to be fair and appropriate, in an amount equal to the principal
portion of Basic Lease Payments prepaid under the Series 2007B Lease, at a Prepayment
Price of par plus the interest accrued to the Prepayment Date, if there are Net Proceeds
equal to or greater than 10% of the remaining principal portion of the Basic Lease
Payments relating to the Series 2007B Facilities as a result of the damage, destruction or
condemnation of any portion of the Series 2007B Facilities and an election is made by
the School Board under the Master Lease to apply the amount to the prepayment of the
principal portions of Basic Lease Payment relating to the Series 2007B Facilities and
represented by the Series 2007B Certificates.

At the election of the Insurer (exercised in its sole discretion), Series 2007B
Certificates are subject to extraordinary prepayment in whole at any time, from funds
provided by the Insurer, at a Prepayment Price of par plus the interest accrued to the
Prepayment Date, if the Lease Term of all Leases is terminated either because funds have
not been appropriated for Lease Payments under any Leases or the School Board has
defaulted under any Leases.

Mandatory Sinking Fund Prepayment. The following requirements of mandatory
sinking fund prepayment are subject to the provision that any partial prepayment of the
Series 2007B Certificates under “Optional Prepayment” above or under “Extraordinary
Prepayment” above shall reduce the mandatory scheduled prepayment requirements and
that such requirements are subject to adjustment upon a conversion, as provided in the
Trust Agreement.

The Series 2007B Certificates are subject to mandatory sinking fund prepayment
prior to maturity in the following amounts on the following dates, for the principal
amount specified below plus accrued interest to the date fixed for prepayment, without
premium:

Mandatory Sinking Fund
Prepayment Dates Mandatory Sinking Fund
(August 1) Prepayment Amounts
2019 $14,900,000
2020 15,485,000
2021 16,115,000
2022 16,750,000
2023 17,430,000
2024 18,135,000
2025%* 17,410,000

*Maturity
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The Trustee will determine the principal portion of the Basic Lease Payments
represented by Series 2007B Certificates that must be mandatorily prepaid on such
mandatory sinking fund prepayment date after taking into account optional prepayments
and extraordinary prepayments of Series 2007B Certificates. The mandatory sinking
fund prepayment requirement for any year as stated above for the Series 2007B
Certificates shall also be reduced by the principal amounts of any Series 2007B
Certificates that are purchased and delivered or tendered to the Trustee for cancellation
by the 45th day next preceding the mandatory sinking fund prepayment date.

Selection of Series 2007B Certificates for Prepayment; Notice of Prepayment. If
less than all of the Series 2007B Certificates shall be called for prepayment, Provider
Certificates shall be prepaid prior to any other Series 2007B Certificates. The particular
Series 2007B Certificates or portions of Series 2007B Certificates to be prepaid shall be
in such order of maturity as shall correspond to the due dates of the principal portions of
Basic Lease Payments due under the Series 2007B Lease designated by the School Board
in connection with its prepayment of the principal portion of Basic Lease Payments
represented by such Series 2007B Certificates or portions thereof. If the Series 2007B
Certificates are subject to more than one Interest Rate Period at the time of such
prepayment, the School Board may designate the particular Series 2007B Certificates to
be prepaid by the Interest Rate Period to which they are subject. If less than all of the
Series 2007B Certificates of like maturity shall be called for prepayment, the Trustee
shall assign to each Outstanding Series 2007B Certificate to be prepaid a distinctive
number for each unit of Series 2007B Principal represented by such Series 2007B
Certificate equal to the applicable minimum Authorized Denomination and shall select
the particular Series 2007B Certificates or portions thereof to be prepaid using such
method of selection as it shall, in its discretion, deem fair and appropriate; provided,
however, the portion of Series 2007B Certificates to be prepaid and the Series 2007B
Principal represented by such Series 2007B Certificates to be retained by the Holder
thereof shall be in the amount of an Authorized Denomination for the Interest Rate Period
to which such Series 2007B Certificates are then subject. Any new Series 2007B
Certificate shall be issued in the same Interest Rate Period as the surrendered Series
2007B Certificate and in any Authorized Denomination applicable to such Interest Rate
Period equal to the unprepaid principal portion represented by the Series 2007B
Certificate surrendered. So long as the Series 2007B Certificates are issued in
book-entry-only form, if less than all of the Series 2007B Certificates of a single maturity
are called for prepayment, the particular Series 2007B Certificates to be prepaid will be
selected pursuant to the procedures established by DTC. So long as the Series 2007B
Certificates are issued in book-entry-only form, notice of prepayment will be mailed,
postage prepaid, not less than 30 days before the Prepayment Date (not less than five
days nor more than ten days before the Prepayment Date in the case of prepayment (i) of
Delayed Remarketing Certificates and (ii) for termination of the Lease Term in certain
events of non-appropriation or default under any Lease unless a different notice period is
required by DTC) to Cede & Co., as nominee for DTC, and the Trustee will not mail any
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prepayment notice directly to the Beneficial Owners of the Series 2007B Certificates.
See "BOOK-ENTRY-ONLY SYSTEM" herein.

If less than all of the Series 2007B Certificates shall be subject to mandatory
tender on a Conversion Date, the School Board may designate the particular Series
2007B Certificates to be subject to such mandatory tender by the Interest Rate Period to
which they are subject and the Trustee shall select the particular Series 2007B
Certificates subject to such Interest Period to be subject to such mandatory tender using
such method of selection as it shall, in its discretion, deem fair and appropriate; provided,
however, the portion of Series 2007B Certificates to be tendered shall be in Authorized
Denominations for the Interest Rate Period to which such Series 2007B Certificates will
be subject after Conversion and the Series 2007B Principal represented by such Series
2007B Certificates to be retained by a Holder thereof shall be in the amount of
Authorized Denominations for the Interest Rate Period to which such Series 2007B
Certificates are then subject.

Effect of Prepayment. If, on the Prepayment Date, moneys for the payment of the
Prepayment Price of the Series 2007B Certificates or portions thereof to be prepaid are
held by the Trustee and available therefore on the Prepayment Date and if notice of
prepayment has been given as described above, then from and after the Prepayment Date,
the interest portion of the Series 2007B Certificates or the portion thereof called for
prepayment will cease to accrue and become payable. If such moneys are not available
on the Prepayment Date, the principal portion represented by such Series 2007B
Certificates or portions thereof will continue to bear interest until paid at the same rate as
would have accrued had it not been called for prepayment.

Conversion

Conversion from Long-Term Rate Period. The School Board may elect by written
direction to the Trustee, the Tender Agent (if any), the Liquidity Provider (if any) and the
Remarketing Agent (if any), that, on the day immediately following the last day of a
Long-Term Rate Period or a day on which the Long-Term Rate Certificates would
otherwise be subject to optional prepayment pursuant to some or all of the Series 2007B
Interest represented by Long-Term Rate Certificates shall no longer accrue at the current
Long-Term Rate and shall instead accrue at a Weekly Rate, a Daily Rate, Certificate
Interest Term Rates, the Applicable ARS Rate and/or a new Long-Term Rate, as
specified in such election. In the notice of such election, the School Board shall also
specify the effective date of the new Interest Rate Period, which date (1) shall be a
Business Day no earlier than the 30th day after the second Business Day following the
date of receipt by the Trustee of the notice of election from the School Board or, in the
case of adjustment to a new Long-Term Rate Period, the 30th day after the second
Business Day following the date of receipt by the Trustee of such notice and (2) shall be
the day immediately following the last day of the Long-Term Rate Period currently in
effect or a day on which the Long-Term Rate Certificates would otherwise be subject to
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optional prepayment if such Conversion did not occur. Such Long-Term Rate
Certificates shall be subject to mandatory tender for purchase on the effective date of the
new Interest Rate Period.

Conversion to Applicable ARS Rate. From time to time, the School Board, by
written direction to the Trustee, the Remarketing Agent (if any), the Tender Agent (if
any), the Liquidity Provider (if any), the Auction Agent (if any) and the Broker-Dealers
(if any), may elect that all or a portion of the interest portion of the Basic Lease Payments
represented by the Series 2007B Certificates shall accrue at the Applicable ARS Rate.
Such direction of the School Board shall specify (1) the proposed effective date of the
Conversion to the Applicable ARS Rate, which shall be a Business Day immediately
following the last date of the then-current Long-Term Interest Rate Period, or a day on
which the Long-Term Rate Certificates would otherwise be subject to optional
prepayment if such Conversion did not occur, not earlier than the 30th day following the
second Business Day after receipt by the Trustee of such direction; (2) the Tender Date
for the Series 2007B Certificates to be purchased, which shall be the proposed effective
date of the Conversion to the Applicable ARS Rate; (3) the principal portion of the Basic
Lease Payments represented by the Series 2007B Certificates for which the interest shall
be converted to the Applicable ARS Rate and (4) the initial Auction Period for the Series
2007B Certificates converted to ARS. In addition, the direction of the School Board shall
be accompanied by a form of notice to be mailed to the holders of the Series 2007B
Certificates subject to such Conversion by the Trustee. During each ARS Interest Rate
Period commencing on a date so specified and ending on the day immediately preceding
the effective date of the next succeeding Interest Rate Period, the interest rate at which
the interest portion of the Basic Lease Payments of the Series 2007B Certificates
represented by ARS shall accrue at the Applicable ARS Rate.

Notice of Conversion to Applicable ARS Rate. The Trustee shall give notice by
first-class mail of an adjustment to an ARS Interest Rate Period to the affected holders of
Series 2007B Certificates not less than 30 days prior to the proposed effective date of
such ARS Interest Rate Period. Such notice shall state (1) that the calculation of the
interest portion of the Basic Lease Payments represented by the Series 2007B Certificates
shall be adjusted to the Applicable ARS Rate unless the School Board rescinds its
election to adjust the interest portion of the Basic Lease Payments represented by the
Series 2007B Certificates to the Applicable ARS Rate; (2) the proposed effective date of
such ARS Interest Rate Period; (3) that the affected Series 2007B Certificates are subject
to mandatory tender for purchase on the proposed effective date and setting forth the
Tender Price and the place of delivery for purchase of such Series 2007B Certificates;
and (4) the information set forth below under "THE SERIES 2007B CERTIFICATES -
Purchase of Series 2007B Certificates - Notice of Mandatory Tender For Purchase."”

Conversion to Daily Rate. From time to time, the School Board, by written
direction to the Trustee, the Remarketing Agent (if any), the Tender Agent (if any), the
Liquidity Provider (if any), the Auction Agent (if any) and the Broker-Dealers (if any),
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may elect that all or a portion of the interest portion of the Basic Lease Payments
represented by the Series 2007B Certificates shall accrue at a Daily Rate. Such direction
of the School Board shall specify (1) the proposed effective date of the Conversion to a
Daily Rate, which shall be a Business Day immediately following the last date of the
then-current Long-Term Interest Rate Period, or a day on which the Long-Term Rate
Certificates would otherwise be subject to optional prepayment if such Conversion did
not occur, not earlier than the 30th day following the second Business Day after receipt
by the Trustee of such direction; (2) the Tender Date for the Series 2007B Certificates
subject to such Conversion, which shall be the proposed effective date of the Conversion
to a Daily Rate; and (3) the principal portion of the Basic Lease Payments represented by
the Series 2007B Certificates subject to Conversion to a Daily Rate Period. In addition,
the direction of the School Board shall be accompanied by a form of notice to be mailed
to the holders of the Series 2007B Certificates by the Trustee subject to such Conversion.
During each Daily Rate Period commencing on a date so specified and ending on the day
immediately preceding the effective date of the next succeeding Interest Rate Period, the
interest portion represented by such Daily Rate Certificates shall accrue at a Daily Rate.

Notice of Conversion to Daily Rate. The Trustee shall give notice by first-class
mail to holders of Series 2007B Certificates to be converted of a Conversion to a Daily
Rate Period not less than 30 days prior to the proposed effective date of such Daily Rate
Period. Such notice shall state (1) that the calculation of the interest rate on the interest
portion of the Basic Lease Payments represented by the Series 2007B Certificates which
they hold shall be converted to a Daily Rate unless the School Board rescinds its election
to convert the interest rate to a Daily Rate; (2) the proposed effective date of such Daily
Rate Period; (3) that the Series 2007B Certificates subject to such Conversion are subject
to mandatory tender for purchase on the proposed Conversion Date and setting forth the
Tender Price and the place of delivery for purchase of such Series 2007B Certificates;
and (4) the information set forth below under "THE SERIES 2007B CERTIFICATES —
Purchase of Series 2007B Certificates — Notice of Mandatory Tender for Purchase."

Conversion to Weekly Rate. The School Board may, from time to time, by written
direction to the Trustee, the Tender Agent (if any), the Liquidity Provider (if any), the
Remarketing Agent (if any), the Auction Agent (if any) and the Broker-Dealers (if any),
elect that all or a portion of the Series 2007B Interest shall accrue at a Weekly Rate. The
direction of the School Board shall specify (A) the proposed effective date of the
Conversion to a Weekly Rate, which shall be a Business Day immediately following the
last day of the then-current Long-Term Rate Period or a day on which the Long-Term
Rate Certificates would otherwise be subject to optional prepayment if such Conversion
did not occur, not earlier than the 30th day following the second Business Day after
receipt by the Trustee of such direction, and (B) the Tender Date for the Series 2007B
Certificates subject to such Conversion which shall be the proposed effective date of the
Conversion to a Weekly Rate and (C) the amount of Series 2007B Principal which will
be subject to Conversion to a Weekly Rate Period. In addition, the direction of the
School Board shall be accompanied by a form of notice to be mailed to the holders of
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Series 2007B Certificates subject to such Conversion by the Trustee. During each
Weekly Rate Period commencing on a date so specified and ending on the day
immediately preceding the effective date of the next succeeding Interest Rate Period, the
Series 2007B Interest represented by such Weekly Rate Certificates shall accrue at a
Weekly Rate.

Notice of Conversion to Weekly Rate. The Trustee shall give notice by first-class
mail of a Conversion to a Weekly Rate Period to the holders of the Series 2007B
Certificates subject to such Conversion not less than 30 days prior to the proposed
effective date of such Weekly Rate Period. Such notice shall state (A) that the
calculation of the interest rate on the Series 2007B Interest represented by the Series
2007B Certificates which they hold shall be converted to a Weekly Rate unless the
School Board rescinds its election to convert the interest rate to a Weekly Rate as
provided in the Series 2007B Supplemental Trust Agreement; (B) the proposed effective
date of the Weekly Rate Period; (C) that the Series 2007B Certificates subject to such
Conversion are subject to mandatory tender for purchase on the proposed Conversion
Date and setting forth the Tender Price and the place of delivery for purchase of such
Series 2007B Certificates; and (D) the information set forth below under "THE SERIES
2007B CERTIFICATES - Purchase of Series 2007B Certificates - Notice of Mandatory
Tender for Purchase.

Conversion to Certificate Interest Term Rates. From time to time, the School
Board, by written direction to the Trustee, the Remarketing Agent (if any), the Tender
Agent (if any), the Liquidity Provider (if any), the Auction Agent (if any), the Rating
Agency (if any) and the Broker-Dealers (if any), may elect that all or a portion of the
interest portion of the Basic Lease Payments represented by the Series 2007B Certificates
shall accrue at Certificate Interest Term Rates. Such direction of the School Board shall
specify (1) the proposed effective date of the Short-Term Rate Period (during which the
interest portion of the Basic Lease Payments shall accrue at Certificate Interest Term
Rates), which shall be a Business Day immediately following the last date of the then-
current Long-Term Interest Rate Period, or a day on which the Long-Term Rate
Certificates would otherwise be subject to optional prepayment if such Conversion did
not occur, not earlier than the 30th day following the second Business Day after receipt
by the Trustee of such direction; (2) the Tender Date for the Series 2007B Certificates,
which shall be the proposed effective date of the Short-Term Rate Period; and (3) the
principal portion of the Basic Lease Payments represented by the Series 2007B
Certificates the interest accruing on which will be converted to calculation at Certificate
Interest Term Rates. In addition, the direction of the School Board shall be accompanied
by a form of notice to be mailed by the Trustee to the holders of the Series 2007B
Certificates subject to such Conversion. During each Short-Term Rate Period
commencing on the date specified and ending on the day immediately preceding the
effective date of the next succeeding Interest Rate Period, the interest portion of the Basic
Lease Payments of the Series 2007B Certificates represented by the Short-Term Rate
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Certificate shall be calculated at a Certificate Interest Rate during each Certificate Interest
Term for that Short-Term Rate Certificate.

Notice of Conversion to Certificate Interest Term Rates. The Trustee shall give
notice by first-class mail to holders of Series 2007B Certificates subject to such
Conversion of a Conversion to a Short-Term Rate Period not less than 30 days prior to
the proposed effective date of such Short-Term Rate Period. Such notice shall state
(1) that the interest portion of the Basic Lease Payments represented by the Series 2007B
Certificates subject to Conversion shall be calculated at Certificate Interest Term Rates
unless the School Board rescinds its election to convert the interest rate to Certificate
Interest Term Rates; (2) the proposed effective date of the Short-Term Rate Period;
(3) that the Series 2007B Certificates subject to Conversion are subject to mandatory
tender for purchase on the proposed effective date of the Short-Term Rate Period and
setting forth the applicable Tender Price and the place of delivery for purchase of the
Series 2007B Certificates subject to such Conversion; and (4) the information set forth
below under "THE SERIES 2007B CERTIFICATES - Purchase of Series 2007B
Certificates - Notice of Mandatory Tender for Purchase."

School Board's Right to Rescind Interest Rate Period Election. In connection with
any Conversion of the Interest Rate Period for the Series 2007B Certificates, the School
Board shall have the right to deliver to the Trustee, the Remarketing Agent (if any), the
Tender Agent (if any), the Liquidity Provider (if any), the Auction Agent (if any) and the
Broker-Dealers (if any) on or prior to 10:00 a.m., New York City time, on the second
Business Day preceding the effective date of any such Conversion a notice to the effect
that the School Board elects to rescind its election to make such Conversion. If the
School Board rescinds its election to make such Conversion, then the interest portion of
the Basic Lease Payments represented by the Series 2007B Certificates shall accrue at a
Weekly Interest Rate commencing on the date which would have been the effective date
of the Conversion. In any event, if notice of a Conversion has been mailed to the holders
of Series 2007B Certificates as provided in the Trust Agreement and the School Board
rescinds its election to make such Conversion, then the Series 2007B Certificates which
would have been subject to such Conversion shall continue to be subject to mandatory
tender for purchase on the date which would have been the effective date of the
Conversion as provided in the Trust Agreement.

Certain Additional Conditions to Any Adjustment of an Interest Rate Period. No
Conversion from one Interest Rate Period to another shall be effective unless each of the
following conditions, to the extent applicable, shall have been satisfied: (1) the School
Board shall have obtained and provided to the Trustee (A) if the Liquidity Facility is to
remain in effect following the Conversion, the written consent of the Liquidity Provider,
or (B) if the proposed Conversion is to a Long-Term Rate of less than five (5) years (and
not to the Maturity Date) and a Liquidity Facility will not be in effect, the written consent
of the Series 2007B Credit Facility Issuer; (2) with respect to the new Interest Rate
Period, there shall be in effect a Liquidity Facility if and as required under the Series
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2007B Supplemental Trust Agreement; (3) the Trustee shall have received a Favorable
Opinion with respect to such Conversion dated the date of such Conversion; (4) in the
case of any Conversion with respect to which there shall be no Liquidity Facility in effect
to provide funds for the purchase of Series 2007B Certificates on the Conversion Date,
the remarketing proceeds available on the Conversion Date shall not be less than the
amount required to purchase all of the Series 2007B Certificates subject to such
Conversion at the Tender Price, not including premium; (5) in the case of any Conversion
from the Long-Term Rate Period to an ARS Interest Rate Period, prior to the Conversion
Date the School Board shall have appointed an Auction Agent, and one or more
Broker-Dealers and there shall have been executed and delivered an Auction Agent
Agreement and a Broker-Dealer Agreement for each Broker-Dealer; (6) the School Board
shall have given notice of the proposed Conversion to each national rating agency then
maintaining a rating on the Series 2007B Certificates at the School Board's request at
least 30 days prior to the proposed Conversion Date; and (7) in the event the Conversion
would or could cause an Interest Payment Date to occur more often than once in seven
days, the School Board shall obtain the consent of the Series 2007B Credit Facility Issuer
to such Conversion.

Failure to meet Conversion Conditions. In the event that any condition to the
Conversion of Series 2007B Certificates (other than ARS) has not been satisfied as
provided under the Trust Agreement, then the Interest Rate Period shall not be converted
and the interest portion of the Basic Lease Payments represented by the Series 2007B
Certificates shall continue to accrue at the Long-Term Rate, (unless (1) the School Board
is able to obtain a Favorable Opinion, and a Liquidity Facility meeting the requirements
of the Series 2007B Supplemental Trust Agreement with respect to Weekly Rate Periods
is in effect, in which case the Series 2007B Certificates subject to such Conversion shall
be converted to Weekly Rate Certificates, or (2) if no such Liquidity Facility is then in
effect but the School Board is able to obtain a Favorable Opinion, in which case the
Series 2007B Certificates subject to such Conversion shall be converted to the shortest
possible Long-Term Rate Period), as in effect immediately prior to such proposed
Conversion, and the Series 2007B Certificates subject to such Conversion shall continue
to be subject to mandatory tender for purchase on the date which would have been the
effective date of the Conversion.

Purchase of Series 2007B Certificates

Mandatory Tender for Purchase on Conversion Date or First Day of Each Interest
Rate Period. The Series 2007B Certificates shall be subject to mandatory tender for
purchase on (i) a Conversion Date for such Series 2007B Certificates, and (ii) the first
day of each Interest Rate Period with respect to such Series 2007B Certificates (or on the
day which would have been the first day of an Interest Rate Period which resulted in the
calculation of the Series 2007B Interest represented by such Series 2007B Certificates not
being adjusted) at the Tender Price, payable in immediately available funds. For
payment of the Tender Price on the Tender Date, a Series 2007B Certificate must be
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delivered at or prior to 10:00 a.m., New York City time, on the Tender Date. If delivered
after that time, the Tender Price shall be paid on the next succeeding Business Day.

The mandatory tender for purchase of the Series 2007B Certificates on a
Conversion Date or on the first day of each Interest Rate Period is subject to the
availability of remarketing proceeds to pay the Tender Price of such Series 2007B
Certificates on the Tender Date. See "THE SERIES 2007B CERTIFICATES -
Remarketing." IN THE EVENT THE REMARKETING AGENT IS UNABLE TO
REMARKET THE SERIES 2007B CERTIFICATES AND NO LIQUIDITY IS IN
EFFECT TO PURCHASE THE SERIES 2007B CERTIFICATE ON THE TENDER
DATE, SERIES 2007B CERTIFICATE OWNERS WILL NOT BE ABLE TO TENDER
THEIR CERTIFICATES FOR PURCHASE. IN NO EVENT WILL THE SCHOOL
BOARD BE OBLIGATED TO PAY THE PURCHASE PRICE OF ANY SERIES
2007B CERTIFICATES TENDERED FOR PURCHASE EXCEPT FROM (A)
REMARKETING PROCEEDS OR (B) AMOUNTS DRAWN UNDER A LIQUIDITY
FACILITY. THE SCHOOL BOARD HAS NOT PROVIDED FOR A LIQUIDITY
FACILITY IN CONNECTION WITH THE REMARKETING OF THE SERIES 2007B
CERTIFICATES AND THE INSURER IS NOT OBLIGATED UNDER THE POLICY
TO PAY THE PURCHASE PRICE OF TENDERED SERIES 2007B CERTIFICATES.
SEE "THE SERIES 2007B CERTIFICATES - PURCHASE OF SERIES 2007B
CERTIFICATES - INADEQUATE FUNDS FOR TENDER" BELOW.

Mandatory Tender for Purchase upon Termination, Replacement or Expiration of
Liquidity Facility; Mandatory Standby Tender. THE FOLLOWING PROVISIONS
ONLY APPLY WHEN A LIQUIDITY FACILITY IS IN EFFECT. THE SCHOOL
BOARD HAS NOT OBTAINED A LIQUIDITY FACILITY IN CONNECTION WITH
THE INITIAL REMARKETING OF THE SERIES 2007B CERTIFICATES.

If at any time the Trustee gives notice, in accordance with the provisions of the
Trust Agreement, that the Tender Price on any Series 2007B Certificates tendered for
purchase shall, on the date specified in such notice, cease to be subject to purchase
pursuant to the Liquidity Facility then in effect as a result of (i) the termination (except
for an Immediate Termination Event), replacement or expiration of the term, as extended,
of that Liquidity Facility, including, but not limited to, termination at the option of the
School Board in accordance with the terms of such Liquidity Facility, or (ii) the
occurrence of a Mandatory Standby Tender, then, on the substitution date in the case of
any such replacement or on the fifth Business Day preceding any such termination or
expiration (but in the case of a Mandatory Standby Tender, in no event later than the 20th
day after the receipt by the Tender Agent of notice from the Liquidity Provider directing
the Mandatory Standby Tender) of such Liquidity Facility, including any termination as a
result of a Mandatory Standby Tender, each such Series 2007B Certificate shall be
purchased or deemed purchased at the Tender Price.
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Payment of the Tender Price of any such Series 2007B Certificate shall be made in
immediately available funds by 3:00 p.m., New York City time, on the Tender Date upon
delivery of such Series 2007B Certificate to the Tender Agent at its principal office for
delivery of Series 2007B Certificates, accompanied by an instrument of transfer, in form
satisfactory to the Tender Agent, executed in blank by the Series 2007B Certificate
holder with the signature of such holder guaranteed by a commercial bank, trust company
or member firm of the New York Stock Exchange, at or prior to 12:00 noon, New York
City time, on the Tender Date as described above. If, as a result of any such Mandatory
Standby Tender, expiration, termination with notice, or replacement of such a Liquidity
Facility, any Series 2007B Certificate is no longer subject to purchase pursuant to a
Liquidity Facility, the Tender Agent (upon receipt from the holder thereof in exchange
for payment of the Tender Price thereof) shall present such Series 2007B Certificate to
the Trustee for notation of such fact thereon. In no event shall the School Board be
obligated to provide funds for payment of the Tender Price of the Series 2007B
Certificates.

Mandatory Tender Upon Purchase in Lieu of Prepayment. The Series 2007B
Certificates Outstanding shall be subject to mandatory tender for purchase if in
accordance with the provisions of the Trust Agreement the School Board gives written
direction to the Trustee not less than ten (10) days prior to a scheduled optional
Prepayment Date to purchase the Series 2007B Certificates rather than prepay them on
such date. Such purchase shall be made on the date the Special Purchase Series 2007B
Certificates are otherwise scheduled to be prepaid at the Special Purchase Price.

Notice of Mandatory Tender for Purchase. In connection with any mandatory
tender for purchase of Series 2007B Certificates pursuant to the provisions of the Trust
Agreement described in the immediately preceding two subsections, the Trustee shall
give notice of a mandatory tender for purchase in accordance with the terms of the Trust
Agreement. Such notice shall state (1) in the case of a mandatory tender for purchase
described under "Mandatory Tender for Purchase on Conversion Date or First Day of
Each Interest Rate Period," the type of Interest Rate Period to commence on such
mandatory purchase date; (2) in the case of a mandatory tender for purchase described
under "Mandatory Tender for Purchase upon Termination, Replacement or Expiration of
Liquidity Facility; Mandatory Standby Tender,” that the Liquidity Facility will expire,
terminate or be replaced and that the Series 2007B Certificates will no longer be payable
from the Liquidity Facility then in effect and that any rating applicable to the Series
2007B Certificates may be reduced or withdrawn; (3) that the Tender Price of any Series
2007B Certificate subject to mandatory tender for purchase shall be payable only upon
surrender of that Series 2007B Certificate to the Tender Agent at its principal office for
delivery of such Series 2007B Certificates, accompanied by an instrument of transfer, in
form satisfactory to the Tender Agent, executed in blank by the Series 2007B
Certificateholder or its duly-authorized attorney, with such signature guaranteed by a
commercial bank, trust company or member firm of the New York Stock Exchange;
(4) that, provided that moneys sufficient to effect such purchase shall have been provided
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through the remarketing of such Series 2007B Certificates by the Remarketing Agent or
through the Liquidity Facility, if any, all such Series 2007B Certificates subject to
mandatory tender for purchase shall be purchased on the mandatory Tender Date; and
(5) that if any holder of a Series 2007B Certificate subject to mandatory tender for
purchase does not surrender that Series 2007B Certificate to the Tender Agent for
purchase on the mandatory Tender Date, then that Series 2007B Certificate shall be
deemed to be an Undelivered Certificate, that no interest shall accrue on the principal
portion of the Basic Lease Payments represented by that Series 2007B Certificate on and
after the mandatory Tender Date and that the holder shall have no rights under the Trust
Agreement other than to receive payment of the Tender Price.

In connection with a mandatory tender upon purchase in lieu of prepayment as
described under "Mandatory Tender Upon Purchase in Lieu of Prepayment,” the Trustee
is not required to give notice to Owners other than notice of optional prepayment required
in accordance with the Trust Agreement.

Selection of Series 2007B Certificates to be Purchased on Conversion Date. 1If
less than all of the Series 2007B Certificates shall be subject to mandatory tender on a
Conversion Date, the School Board may designate the particular Series 2007B
Certificates to be subject to such mandatory tender by the Interest Rate Period to which
they are subject and the Trustee shall select the particular Series 2007B Certificates
subject to such Interest Rate Period to be subject to such mandatory tender using such
method of selection as it shall, in its discretion, deem fair and appropriate; provided,
however, the portion of Series 2007B Certificates to be tendered shall be in Authorized
Denominations for the Interest Rate Period to which such Series 2007B Certificates will
be subject after Conversion and the principal portion of the Basic Lease Payments
represented by such Series 2007B Certificates to be retained by a holder thereof shall be
in the amount of Authorized Denominations for the Interest Rate Period to which such
Series 2007B Certificates are then subject.

Inadequate Funds for Tenders. 1If sufficient funds are not available for the
purchase of all Series 2007B Certificates tendered or deemed tendered and required to be
purchased on any Tender Date, then the Series 2007B Interest on all such Series 2007B
Certificates tendered or deemed tendered shall accrue at the rate established pursuant to
the Series 2007B Supplemental Trust Agreement and described under "THE SERIES
2007B CERTIFICATES - Remarketing - Failed Remarketing; Liquidity Failure," until all
such Series 2007B Certificates are purchased as required in accordance with the Series
2007B Supplemental Trust Agreement, and all tendered Series 2007B Certificates shall
be returned to their respective Holders. Notwithstanding any other provision of the
Series 2007B Supplemental Trust Agreement, such failed purchase and return shall not
constitute an Event of Default under the Trust Agreement. Thereafter, the Trustee shall
continue to take all such action available to it to obtain remarketing proceeds from the
Remarketing Agent and sufficient other funds from the Liquidity Provider (if any).
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Undelivered Series 2007B Certificates

If any holder of a Series 2007B Certificate who has given notice of tender of
purchase or any holder of a Series 2007B Certificate subject to mandatory tender for
purchase shall fail to deliver that Series 2007B Certificate to the Tender Agent at the
place and on the Tender Date and at the time specified, or shall fail to deliver such Series
2007B Certificate properly endorsed, that Series 2007B Certificate shall constitute an
Undelivered Certificate. If funds in the amount of the purchase price of the Undelivered
Certificate are available for payment to the holder thereof on the Tender Date and at the
time specified, then from and after the Tender Date and time of that required delivery
(1) the Undelivered Certificate shall be deemed to be purchased and shall no longer be
deemed to be Outstanding under the Trust Agreement; (2) the interest portion of the
Basic Lease Payments represented thereby shall no longer accrue for an Undelivered
Certificate; and (3) funds in the amount of the Tender Price of the Undelivered Certificate
shall be held uninvested by the Trustee for the benefit of the holder thereof (provided that
the holder shall have no right to any investment proceeds derived from such funds), to be
paid on delivery (and proper endorsement) of the Undelivered Certificate to the Tender
Agent or Trustee, as the case may be, at its principal office for delivery of Series 2007B
Certificates.

Special Considerations Relating to the Series 2007B Certificates

The Remarketing Agent is Paid by the School Board. The Remarketing Agent's
responsibilities include determining the interest rate from time to time and remarketing
Series 2007B Certificates that are optionally or mandatorily tendered by the owners
thereof (subject, in each case, to the terms of the Remarketing Agreement), all as further
described in this Remarketing Circular. The Remarketing Agent is appointed by the
School Board and is paid by the School Board for its services. As a result, the interests of
the Remarketing Agent may differ from those of existing holders and potential purchasers
of Series 2007B Certificates.

The Remarketing Agent Routinely Purchases Series 2007B Certificates for its Own
Account. The Remarketing Agent acts as remarketing agent for a variety of variable rate
demand obligations and, in its sole discretion, routinely purchases such obligations for its
own account. The Remarketing Agent is permitted, but not obligated, to purchase
tendered Series 2007B Certificates for its own account and, in its sole discretion,
routinely acquires such tendered Series 2007B Certificates in order to achieve a
successful remarketing of the Series 2007B Certificates (i.e., because there otherwise are
not enough buyers to purchase the Series 2007B Certificates) or for other reasons.
However, the Remarketing Agent is not obligated to purchase Series 2007B Certificates,
and may cease doing so at any time without notice. The Remarketing Agent may also
make a market in the Series 2007B Certificates by routinely purchasing and selling Series
2007B Certificates other than in connection with an optional or mandatory tender and
remarketing. Such purchases and sales may be at or below par. However, the
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Remarketing Agent is not required to make a market in the Series 2007B Certificates.
The Remarketing Agent may also sell any Series 2007B Certificates it has purchased to
one or more affiliated investment vehicles for collective ownership or enter into
derivative arrangements with affiliates or others in order to reduce its exposure to the
Series 2007B Certificates. = The purchase of Series 2007B Certificates by the
Remarketing Agent may create the appearance that there is greater third party demand for
the Series 2007B Certificates in the market than is actually the case. The practices
described above also may result in fewer Series 2007B Certificates being tendered in a
remarketing.

Series 2007B Certificates May be Offered at Different Prices on Any Date
Including a Date on which the Interest Rate on the Series 2007B Certificates is
Determined. Pursuant to the Remarketing Agreement, the Remarketing Agent is required
to determine the applicable rate of interest that, in its judgment, is the lowest rate that
would permit the sale of the Series 2007B Certificates bearing interest at the applicable
interest rate at par plus accrued interest, if any, on and as of the applicable date on which
the interest rate on the Series 2007B Certificates is determined (each an "Interest Rate
Determination Date"). The interest rate will reflect, among other factors, the level of
market demand for the Series 2007B Certificates (including whether the Remarketing
Agent is willing to purchase Series 2007B Certificates for its own account). There may or
may not be Series 2007B Certificates tendered and remarketed on an Interest Rate
Determination Date, the Remarketing Agent may or may not be able to remarket any
Series 2007B Certificates tendered for purchase on such date at par and the Remarketing
Agent may sell Series 2007B Certificates at varying prices to different investors on such
date or any other date. The Remarketing Agent is not obligated to advise purchasers in a
remarketing if it does not have third party buyers for all of the Series 2007B Certificates
at the remarketing price. In the event a Remarketing Agent owns any Series 2007B
Certificates for its own account, it may, in its sole discretion in a secondary market
transaction outside the tender process, offer such Series 2007B Certificates on any date,
including the Interest Rate Determination Date, at a discount to par to some investors.

The Ability to Sell the Series 2007B Certificates Other Than Through Tender
Process May Be Limited. The Remarketing Agent may buy and sell Series 2007B
Certificates other than through the tender process. However, it is not obligated to do so
and may cease doing so at any time without notice and may require holders that wish to
tender their Series 2007B Certificates to do so through the Tender Agent with appropriate
notice. Thus, investors who purchase the Series 2007B Certificates, whether in a
remarketing or otherwise, should not assume that they will be able to sell their Series
2007B Certificates other than by tendering the Series 2007B Certificates in accordance
with the tender process.

Under Certain Circumstances, the Remarketing Agent May Be Removed, Resign
or Cease Remarketing the Series 2007B Certificates, Without a Successor Being Named.
Under certain circumstances the Remarketing Agent may be removed or have the ability
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to resign or cease its remarketing efforts, subject to the terms of the Remarketing
Agreement. In the event there is no Remarketing Agent, the Trustee may assume such
duties as described in the Trust Agreement.

BOOK-ENTRY ONLY SYSTEM

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC'S
BOOK-ENTRY ONLY SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT
THE CORPORATION AND THE SCHOOL BOARD BELIEVE TO BE RELIABLE,
BUT NEITHER THE CORPORATION NOR THE SCHOOL BOARD TAKE ANY
RESPONSIBILITY FOR THE ACCURACY THEREOF.

The Depository Trust Company ("DTC"), New York, New York, initially will act
as securities depository for the Series 2007B Certificates. The Series 2007B Certificates
will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's
partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered Series 2007B Certificate will be issued for
each maturity of the Series 2007B Certificates, as set forth on the inside cover page
hereof, and will be deposited with DTC.

DTC, the world's largest depository, is a limited-purpose trust company organized
under the New York Banking Law, a "banking organization" within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a "clearing
corporation" within the meaning of the New York Uniform Commercial Code, and a
"clearing agency" registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds and provides asset servicing for over 2.2 million
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments from over 100 countries that DTC's participants ("Direct
Participants") deposit with DTC. DTC also facilities the post-trade settlement among
Direct Participants of sales and other securities transactions in deposited securities,
through electronic computerized book-entry transfers and pledges between Direct
Participants' accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
("DTCC"). DTCC, in turn, is owned by a number of Direct Participants of DTC and
members of the National Securities Clearing Corporation, Fixed Income Clearing
Corporation and Emerging Markets Clearing Corporation, (NSCC, FICC and EMCC,
also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the
American Stock Exchange LLC, and the National Association of Securities Dealers, Inc.
Access to the DTC system 1is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that
clear through or maintain a custodial relationship with a Direct Participant, either directly
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or indirectly ("Indirect Participants"). DTC has Standard & Poor's highest rating: AAA.
The DTC rules applicable to its Participants area on file with the Securities and Exchange
Commission. More information about DTC can be found at http://www.dtcc.com and
www.dtc.com.

So long as the book-entry only system is in effect, beneficial interests in Long-
Term Rate Series 2007B Certificates will be available in book-entry form only, in the
principal amount of $5,000 and any integral multiple thereof. Purchasers of beneficial
interests in the Series 2007B Certificates will not receive certificates representing their
beneficial interests in the Series 2007B Certificates purchased.

Purchases of Series 2007B Certificates under the DTC system must be made by or
through Direct Participants, which will receive a credit for the Series 2007B Certificates
on DTC's records. The ownership interest of each actual purchaser of each Series 2007B
Certificate ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect
Participants' records. Beneficial Owners will not receive written confirmation from DTC
of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Series 2007B
Certificates are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in Series 2007B Certificates, except in
the event that use of the book-entry system for the Series 2007B Certificates is
discontinued.

To facilitate subsequent transfers, all Series 2007B Certificates deposited by
Direct Participants with DTC are registered in the name of DTC's partnership nominee,
Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Series 2007B Certificates with DTC and their registration in the
name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2007B
Certificates; DTC's records reflect only the identity of the Direct Participants to whose
accounts such Series 2007B Certificates are credited, which may or may not be the
Beneficial Owners. The Direct and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants,
by Direct Participants to Indirect Participants, and by Direct Participants and Indirect
Participants to Beneficial Owners will be governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time.

The Trustee will make payments of principal of, premium, if any, and interest on
the Series 2007B Certificates to DTC or such other nominee, as may be requested by an
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authorized representative of DTC, as registered owner of the Series 2007B Certificates.
DTC's practice is to credit Direct Participants' accounts upon DTC's receipt of funds and
corresponding detail information from the Trustee, on payable dates in accordance with
their respective holdings shown on DTC's records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as
is the case with securities held for the accounts of customers in bearer form or registered
in "street name," and will be the responsibility of such Participant and not of DTC nor its
nominee, the Trustee, the School Board or the Corporation, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption
proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as
may be requested by an authorized representative of DTC) is the responsibility of the
Trustee, disbursement of such payments to Direct Participants will be the responsibility
of DTC, and disbursement of such payments to the Beneficial Owners will be the
responsibility of Direct and Indirect Participants.

The Trustee will send redemption notices to DTC. If less than all of the Securities
within an issue are being redeemed, DTC's practice is to determine by lot the amount of
interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote
with respect to Series 2007B Certificates unless authorized by a Direct Participant in
accordance with DTC's Procedures. Under its usual procedures, DTC mails an Omnibus
Proxy to the Trustee or the Corporation as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct
Participants to whose accounts Series 2007B Certificates are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

THE CORPORATION, THE SCHOOL BOARD AND THE TRUSTEE WILL
HAVE NO RESPONSIBILITY OR OBLIGATION TO THE BENEFICIAL OWNERS,
DTC PARTICIPANTS OR THE PERSONS FOR WHOM DTC PARTICIPANTS ACT
AS NOMINEES WITH RESPECT TO THE SERIES 2007B CERTIFICATES, FOR
THE ACCURACY OF RECORDS OF DTC, CEDE & CO. OR ANY DTC
PARTICIPANT WITH RESPECT TO THE SERIES 2007B CERTIFICATES OR THE
PROVIDING OF NOTICE OR PAYMENT OF PRINCIPAL, OR INTEREST, OR ANY
PREMIUM ON THE SERIES 2007B CERTIFICATES, TO DTC PARTICIPANTS OR
BENEFICIAL OWNERS, OR THE SELECTION OF SERIES 2007B CERTIFICATES
FOR REDEMPTION.

The Corporation, the School Board and the Trustee cannot give any assurances
that DTC, DTC Participants or others will distribute payments of principal of, premium,
if any, and interest on the Series 2007B Certificates paid to DTC or its nominee, or any
redemption or other notices, to the Beneficial Owners, or that they will do so on a timely
basis or that DTC will serve or act in a manner described in this Remarketing Circular.
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For every transfer and exchange of beneficial interests in the Series 2007B
Certificates, the Beneficial Owner may be charged a sum sufficient to cover any tax, fee
or other government charge that may be imposed in relation thereto.

DTC may determine to discontinue providing its services with respect to the Series
2007B Certificates at any time by giving notice to the School Board and the Trustee and
discharging its responsibilities with respect thereto under applicable law. Under such
circumstances, in the event that a successor depository is not obtained, Series 2007B
Certificates are required to be printed and delivered. In addition, the Trustee, at the
direction of the School Board, may determine to discontinue the use of book-entry
transfers through DTC (or any successor securities depository). Under such
circumstances, certificated Series 2007B Certificates are required to be delivered as
described in the Trust Agreement.

SECURITY FOR THE SERIES 2007B CERTIFICATES
General

The Series 2007B Certificates evidence undivided proportionate interests in the
principal portion and interest portion of Basic Lease Payments made by the School Board
under the Series 2007B Lease. The Series 2007B Certificates are secured by and payable
from the Trust Estate established for the Series 2007B Certificates (the "Trust Estate")
pursuant to the Trust Agreement and any amounts payable under the Policy. The Trust
Estate consists of all estate, right, title and interest of the Trustee in and to the Basic
Lease Payments under the Series 2007B Lease, and all amounts held in the funds and
accounts under the Trust Agreement in accordance with the provisions of the Master
Lease and the Trust Agreement, including investment earnings thereon, and any and all
monies received by the Trustee pursuant to the Series 2007B Lease and the Trust
Agreement which are not required to be remitted to the School Board or the Corporation
pursuant to the Master Lease or the Trust Agreement.

Neither the Corporation nor the School Board will mortgage or grant a security
interest in the Series 2007B Facilities to the Trustee. Upon termination of the Series
2007B Lease upon the occurrence of an event of non-appropriation or in the case of
certain events of default, however, the Series 2007B Lease provides that the School
Board must surrender possession of the Series 2007B Facilities to the Trustee as assignee
of the Corporation for disposition by sale or re-letting of its interest in the Series 2007B
Facilities as provided in the Trust Agreement, and any proceeds of any such disposition
of the Series 2007B Facilities will be applied to the payment of the Series 2007B
Certificates after payment of the expenses of the Trustee. The School Board may not be
dispossessed of any personal property financed, in whole or in part, with proceeds of
Certificates. See "THE SERIES 2007B FACILITIES" herein for a description of the
Series 2007B Facilities against which the Trustee may exercise rights on behalf of the
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Owners of the Series 2007B Certificates. See also "THE SERIES 2007B LEASE - Effect
of Termination for Non-Appropriation or Default."

Lease Payments

All Lease Payments and all other amounts required to be paid by the School Board
under the Series 2007B Lease, the Prior Leases and all other Leases will be made from
funds authorized by law and regulations of the State of Florida Department of Education
to be used for such purpose and budgeted and appropriated for such purpose by the
School Board. Revenues available to the District for operational purposes and capital
projects such as the Series 2007B Facilities are described under "REVENUE,
FINANCIAL RESULTS AND LIABILITIES OF THE DISTRICT." Such revenues are
also used to pay other outstanding obligations of the District.

The Trust Agreement provides for the establishment and maintenance of a Series
2007B Lease Payment Account for deposit of Basic Lease Payments appropriated and
paid under the Series 2007B Lease. Separate Lease Payment Accounts are established
for each new group of Facilities to be financed by a Series of Certificates issued under the
Trust Agreement. Lease Payments due under the schedules to the Master Lease are
subject to annual appropriation by the School Board on an all-or-none basis and are
payable solely from legally available funds appropriated by the School Board for such
purposes; provided that Lease Payments with respect to a particular schedule and Series
of Certificates may be additionally and separately secured by a Credit Facility. Such
additional Facilities may be financed through the sale of additional Series of Certificates
under the Trust Agreement. THE SCHOOL BOARD MAY NOT BUDGET AND
APPROPRIATE FOR A PORTION OF LEASE PAYMENTS DUE FOR ALL OF THE
FACILITIES LEASED UNDER THE MASTER LEASE; IT MUST BUDGET AND
APPROPRIATE FOR ALL SUCH LEASE PAYMENTS OR NONE OF THEM.
THERE CAN BE NO ASSURANCE THAT SUFFICIENT FUNDS WILL BE
APPROPRIATED OR OTHERWISE BE MADE AVAILABLE TO MAKE ALL OF
THE LEASE PAYMENTS DUE UNDER THE MASTER LEASE.

Limited Obligation of the School Board

THE SCHOOL BOARD IS NOT LEGALLY REQUIRED TO APPROPRIATE
MONEYS TO MAKE LEASE PAYMENTS. LEASE PAYMENTS ARE PAYABLE
FROM FUNDS APPROPRIATED BY THE SCHOOL BOARD FOR SUCH PURPOSE
FROM CURRENT OR OTHER FUNDS AUTHORIZED BY LAW AND
REGULATIONS OF THE STATE OF FLORIDA DEPARTMENT OF EDUCATION.
NEITHER THE DISTRICT, THE SCHOOL BOARD, THE STATE OF FLORIDA,
NOR ANY POLITICAL SUBDIVISION OR AGENCY THEREOF IS OBLIGATED
TO PAY, EXCEPT FROM SCHOOL BOARD APPROPRIATED FUNDS, ANY SUMS
DUE UNDER THE SERIES 2007B LEASE FROM ANY SOURCE OF TAXATION,
AND THE FULL FAITH AND CREDIT OF THE SCHOOL BOARD, THE DISTRICT,
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THE STATE OF FLORIDA OR ANY POLITICAL SUBDIVISION OR AGENCY
THEREOF IS NOT PLEDGED FOR PAYMENT OF SUCH SUMS DUE
THEREUNDER, AND SUCH SUMS DO NOT CONSTITUTE AN INDEBTEDNESS
OF THE SCHOOL BOARD, THE DISTRICT, THE STATE OF FLORIDA OR ANY
POLITICAL SUBDIVISION OR AGENCY THEREOF WITHIN THE MEANING OF
ANY CONSTITUTIONAL OR STATUTORY PROVISION OR LIMITATION.
NEITHER THE CORPORATION, THE TRUSTEE NOR ANY CERTIFICATE
HOLDER MAY COMPEL THE LEVY OF ANY AD VALOREM TAXES BY THE
SCHOOL BOARD, THE DISTRICT, THE STATE OF FLORIDA OR ANY
POLITICAL SUBDIVISION OR AGENCY THEREOF TO PAY ANY SUMS,
INCLUDING THE BASIC LEASE PAYMENTS, DUE UNDER THE SERIES 2007B
LEASE. SEE "RISK FACTORS" HEREIN.

Additional Leases

As noted above, the School Board has entered into the Prior Leases and may enter
into other Leases under the Master Lease in addition to the Prior Leases and the Series
2007B Lease. See "THE MASTER LEASE PROGRAM." Failure to appropriate funds
to make Lease Payments under any Lease will, and certain events of default under a
Lease may, result in the termination of the Lease Term of all Leases, including the Series
2007B Lease. Upon any such termination of the Lease Term of all Leases, the School
Board must surrender all but certain designated Facilities, including the Series 2007B
Facilities, to the Trustee for sale or re-letting of the Trustee's interest. The proceeds of
any such disposition of the Series 2007B Facilities will be applied solely to the payment
of the Series 2007B Certificates. In no event will owners of the Series 2007B Certificates
have any interest in or right to the proceeds of the disposition of the Facilities financed
with the proceeds of another Series of Certificates. There can be no assurance that the
remedies available to the Trustee upon any such termination of the Lease Term of all
Leases and the disposition of the Series 2007B Facilities will produce sufficient amounts
to pay the outstanding Series 2007B Certificates.

For a discussion of remedies available to the Trustee upon the occurrence of an
event of the non-appropriation of funds to pay Lease Payments or upon the occurrence of
an event of default, see "THE SERIES 2007B LEASE - Termination of Lease Term" and
"Effect of Termination for Non-Appropriation or Default" and "APPENDIX C - FORMS
OF CERTAIN LEGAL DOCUMENTS - The Master Lease."

Additional Certificates; Outstanding Certificates

With respect to any Additional Lease, one or more series of Additional
Certificates may be authorized by the Corporation at the request of the School Board and
executed and delivered by the Trustee for the purpose of: (a) financing the cost of
acquisition, construction, installation and equipping of any Facilities; (b) financing the
cost of completing the acquisition, construction, installation and equipping of any
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Facilities; (c) financing the cost of increasing, improving, modifying, expanding or
replacing any Facilities; (d) paying or providing for the payment of the principal portion
and interest portion of the Basic Lease Payments with respect to, or the Purchase Option
Price (as described under "SECURITY FOR THE SERIES 2007B CERTIFICATES -
Optional Prepayment Price") of, all or a portion of the Facilities financed from the
proceeds of any series of Certificates previously executed and delivered; (e) funding a
Reserve Account in an amount equal to the applicable Reserve Account Requirement, if
any; (f) capitalizing the interest portion of Basic Lease Payments during construction; or
(g) paying the applicable Costs of Issuance. The aggregate principal amount of
Additional Certificates which may be executed and delivered under the provisions of the
Trust Agreement is not limited, except as may be provided with respect to a particular
series of Additional Certificates in any Supplemental Trust Agreement creating such
series.

Unless otherwise set forth in the Supplemental Trust Agreement authorizing the
issuance of more than one series of Certificates, each Certificate within a Series of
Certificates executed and delivered pursuant to the Trust Agreement shall rank pari passu
and be equally and ratably secured under the Trust Agreement with each other Certificate
of such series, but not with any Certificates of any other series, without preference,
priority, or distinction of any such Certificate over any other such Certificate, except that
to the extent that Basic Lease Payments available for payment to all Certificate holders
are less than all amounts owed with respect to all Series of Certificates on any Payment
Date, such amounts available shall be applied on a pro rata basis to Certificate holders of
all Series in accordance with the ratio that the principal balance of each Series of
Certificates outstanding bears to the total amount of Certificates Outstanding under the
Trust Agreement.

As described under the caption "INTRODUCTION," the School Board has entered
into the Prior Leases and issued the Prior Certificates related thereto and may enter into
additional Leases and issue additional Certificates in the future.

Optional Prepayment Price

The School Board has the right to prepay all or a portion of the Basic Lease
Payments represented by the Series 2007B Certificates and in connection therewith
remove all or a portion of the Series 2007B Facilities from the Series 2007B Lease and
from the lien of the Series 2007B Ground Lease by paying the Purchase Option Price for
the specific Series 2007B Facilities being purchased or, to the extent permitted by law, by
substituting other Facilities for the Series 2007B Facilities being acquired. No such
partial prepayment of the Series 2007B Certificates which is accomplished by the
removal of Facilities from the Series 2007B Lease and from the lien of the Series 2007B
Ground Lease may be made without the prior consent of the Series 2007B Credit Facility
Issuer. The Purchase Option Price, as of each Lease Payment Date, is: (i) the Basic
Lease Payment then due plus the amount designated in the Series 2007B Lease; (ii)
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minus any credits pursuant to the provisions of the Series 2007B Lease; (ii1) plus an
amount equal to the interest to accrue with respect to the Series 2007B Certificates and
any other Certificates to be prepaid from such Lease Payment Date to the next available
date for prepaying the Series 2007B Certificates; (iv) plus an amount equal to any other
amounts then due and owing under the Series 2007B Lease, as applicable, including any
prepayment premiums payable on the Series 2007B Certificates and any other
Certificates prepaid.

Non-Appropriation Risk

THE SCHOOL BOARD IS NOT LEGALLY REQUIRED TO
APPROPRIATE MONEYS FOR THE PURPOSE OF MAKING LEASE
PAYMENTS. UNDER THE MASTER LEASE THE SCHOOL BOARD MAY
NOT BUDGET AND APPROPRIATE AVAILABLE REVENUES TO MAKE
LEASE PAYMENTS SELECTIVELY ON A LEASE BY LEASE BASIS, BUT
MUST APPROPRIATE SUCH REVENUES FOR ALL LEASES OR NONE OF
THEM. FOR A DISCUSSION OF REMEDIES AVAILABLE TO THE TRUSTEE
IN THE EVENT OF THE NON-APPROPRIATION OF FUNDS TO PAY LEASE
PAYMENTS, SEE "THE SERIES 2007B LEASE - TERMINATION OF LEASE
TERM" AND "EFFECT OF TERMINATION FOR NON-APPROPRIATION OR
DEFAULT." THERE CAN BE NO ASSURANCE THAT THE REMEDIES
AVAILABLE TO THE TRUSTEE IN THE EVENT OF NON-APPROPRIATION
WILL PRODUCE SUFFICIENT AMOUNTS TO FULLY PAY THE
OUTSTANDING CERTIFICATES OR REIMBURSE THE INSURER FOR
PAYING SUCH SUMS.

Bond Insurance

The scheduled payment of principal and interest in respect of the Series 2007B
Certificates, when due, is insured by a municipal bond insurance policy (the "Policy")
issued by Financial Guaranty Insurance Company concurrently with the original delivery
of the Series 2007B Certificates. See "FINANCIAL GUARANTY INSURANCE"
herein.

No Reserve Account for Series 2007B Certificates

There is no Reserve Account for the Series 2007B Certificates. However,
pursuant to a Supplemental Trust Agreement authorizing the issuance of any Series of
Certificates, there may be established and maintained a separate Reserve Account to
secure the payment of the principal and/or interest portion of the Basic Lease Payments
related to such Series of Certificates. Each such Reserve Account shall secure only the
Series of Certificates for which it has been established. See "APPENDIX C - FORMS
OF CERTAIN LEGAL DOCUMENTS - The Master Trust Agreement."
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Interest Rate Exchange Agreements

2002B Interest Rate Exchange Agreement: In connection with the Series 2002B
Certificates the School Board entered into an International Swaps and Derivatives
Association, Inc. ("ISDA") Master Agreement with Citigroup Financial Products Inc.
("CFPI"), formerly Salomon Brothers Holding Company Inc., (together with all
schedules and confirmations thereto, the "2002B Interest Rate Exchange Agreement"). In
general, the 2002B Interest Rate Exchange Agreement provides, subject to the terms and
conditions thereof, for payment by the School Board to CFPI of a fixed rate of interest of
4.22% and for payment by CFPI to the School Board of interest at a variable rate based
on the Securities Industry and Financial Markets Association (formerly BMA) Municipal
Swap Index (the “SIFMA Index”), or subsequent to an Alternate Floating Rate Date (as
defined in the 2002B Interest Rate Exchange Agreement), at a variable rate based on 67%
of "USD LIBOR-BBA)" in each case based on an initial notional amount of
$115,350,000 which declines simultaneously with the scheduled amortization of the
related Series 2002B Certificates. An Alternate Floating Rate Date occurred in
September 2002, and since January 2003, CFPI has paid the School Board 67% of "USD
LIBOR-BBA." The intent of the 2002B Interest Rate Exchange Agreement is to
effectively change the variable interest rate on the Series 2002B Certificates into a
synthetic fixed rate of 4.22% per annum. CFPI has an option to cancel the 2002B Interest
Rate Exchange Agreement on any date on or after February 1, 2007 upon 30 days' notice
to the School Board. As of the date hereof, the School Board has not received notice of
CFPI's intent to cancel. The scheduled termination date of the 2002B Interest Rate
Exchange Agreement is August 1, 2027. The scheduled payments of the School Board
when due pursuant to the 2002B Interest Rate Exchange Agreement are guaranteed by a
financial guaranty insurance policy (the “2002B Swap Policy”) issued by Financial
Security Assurance Inc. (“Financial Security”). The 2002B Swap Policy does not
guarantee termination payments under the 2002B Interest Rate Exchange Agreement
unless the termination is at the direction of Financial Security. For additional information
on the 2002B Interest Rate Exchange Agreement, see note 9 to the District's basic
financial statements attached hereto as Appendix B.

2002D Interest Rate Exchange Agreements: The School Board has entered into
three interest rate exchange agreements related to the Series 2002D Certificates (i) an
ISDA Master Agreement with Citibank, N.A. ("Citibank") (the “Citibank Master
Agreement” and together with all schedules thereto and a confirmation dated January 10,
2003, the "2002D Interest Rate Exchange Agreement (2003)"); (ii) (the “Citibank Master
Agreement” and together with all schedules thereto and the confirmation dated August
10, 2005, the "2002D Interest Rate Exchange Agreement (2005)"); and (iii) an ISDA
Master Agreement between UBS AG (“UBS”) and the School Board (together with all
schedules thereto and a confirmation, dated September 13, 2006, the "2002D Interest
Rate Exchange Agreement (2006)").
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2002D Interest Rate Exchange Agreement (2003). In general, the 2002D Interest
Rate Exchange Agreement (2003) provides, subject to the terms and conditions thereof,
for payment by the School Board to Citibank of interest calculated at a variable rate
based on the SIFMA Index, less a fixed spread of 66.5 basis points and for payment by
Citibank to the School Board of interest calculated at a variable rate based on 67% of
"USD LIBOR - BBA" (as defined in the 1992 ISDA U.S. Municipal Counterparty
Definitions), in each case based on a notional amount of $100,000,000. The scheduled
termination date of the 2002D Interest Rate Exchange Agreement (2003) is June 30,
2028. The scheduled payments of the School Board when due pursuant to the 2002D
Interest Rate Exchange Agreement (2003) are guaranteed by a financial guaranty
insurance policy (the “2003 Swap Policy”) issued by Financial Security. The 2003 Swap
Policy does not guarantee termination payments under the 2002D Interest Rate Exchange
Agreement (2003) unless the termination is at the direction of Financial Security. For
additional information on the 2002D Interest Rate Exchange Agreement (2003), see note
9 to the District's basic financial statements attached hereto as Appendix B.

2002D Interest Rate Exchange Agreement (2005). Pursuant to the 2002D Interest
Rate Exchange Agreement (2005), in exchange for an upfront payment from Citibank to
the School Board, the School Board granted Citibank the option to put the District into a
synthetic fixed payer swap, which option may be exercised by Citibank on February 1 in
the years 2013 and 2014 and on August 1 in the years 2012 and 2013. In the event that
Citibank exercises its option and the swap commences, in general the 2002D Interest
Rate Exchange Agreement (2005) provides, subject to the terms and conditions thereof,
for payment by the School Board to Citibank of a fixed rate of interest of 4.71% and for
payment by Citibank to the School Board of interest at a variable rate based on the
SIFMA Index, in each case based on a declining notional amount of $116,555,000. The
scheduled termination date of the 2002D Interest Rate Exchange Agreement (2005) is
August 1, 2028. The scheduled payments of the School Board when due pursuant to the
2002D Interest Rate Exchange Agreement (2005) are guaranteed by a financial guaranty
insurance policy (the “2005 Swap Policy”) issued by Financial Security. The 2005 Swap
Policy does not guarantee termination payments under the 2002D Interest Rate Exchange
Agreement (2005) unless the termination is at the direction of Financial Security. For
additional information on the 2002D Interest Rate Exchange Agreement (2005), see note
9 to the District's basic financial statements attached hereto as Appendix B.

2002D Interest Rate Exchange Agreement (2006): The 2002D Interest Rate
Exchange Agreement (2006) generally provides, subject to the terms and conditions
thereof, for payment by the School Board to UBS of interest calculated at a variable rate
based on 67% of "USD LIBOR - BBA" (as defined in the 2000 ISDA U.S. Municipal
Counterparty Definitions) and for payment by UBS to the School Board of interest
calculated at a variable rate based on 59.93% of the 10 year designated maturity of the
"USD ISDA Swap Rate" (as defined in the 2000 ISDA U.S. Municipal Counterparty
Definitions), in each case based on a notional amount of $100,000,000. The scheduled
termination date of the 2002D Interest Rate Exchange Agreement (2006) is June 30,
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2028. The scheduled payments of the School Board when due pursuant to the 2002D
Interest Rate Exchange Agreement (2006) are guaranteed by a financial guaranty
insurance policy (the “2006 Swap Policy”) issued by Financial Security. The 2006 Swap
Policy does not guarantee termination payments under the 2002D Interest Rate Exchange
Agreement (2006) unless the termination is at the direction of Financial Security.

2003B Interest Rate Exchange Agreement: In connection with the Series 2003B
Certificates the School Board entered into an ISDA Master Agreement with UBS AG
(together with all schedules and confirmations thereto, the "2003B Interest Rate
Exchange Agreement"). In general, the 2003B Interest Rate Exchange Agreement
provides, subject to the terms and conditions thereof, for payment by the School Board to
UBS of a fixed rate of interest of 3.91% and for payment by UBS to the School Board of
interest at a variable rate based on the SIFMA Index, in each case based on an initial
notional amount of $124,295,000 which declines simultaneously with the scheduled
amortization of the Series 2003B Certificates. UBS will have the option to cancel the
2003B Interest Rate Exchange Agreement on or prior to August 1, 2018 if the 180 day
average of the SIFMA Index exceeds 7.0%. The scheduled termination date of the
2003B Interest Rate Exchange Agreement is August 1, 2029. The scheduled payments of
the School Board when due pursuant to the 2003B Interest Rate Exchange Agreement are
guaranteed by a surety bond for swap agreement (the “2003B Swap Policy”) issued by
Ambac Assurance Corporation (“Ambac”). The 2003B Swap Policy does not guarantee
termination payments under the 2003B Interest Rate Exchange Agreement unless the
termination is at the direction of Ambac. For additional information on the 2003B
Interest Rate Exchange Agreement, see note 9 to the District's basic financial statements
attached hereto as Appendix B.

2001B Interest Rate Exchange Agreement: In connection with the Series 2001B
Certificates the School Board entered into an ISDA Master Agreement with Citibank,
N.A. New York (“Citibank™) (together with all schedules and confirmations thereto, the
"2001B Interest Rate Exchange Agreement"). In exchange for an upfront payment from
Citibank to the School Board, the School Board granted Citibank the option to put the
District into a synthetic fixed payer swap, which option may be exercised by Citibank on
each February 1 and August 1, commencing August 1, 2011 through and including
August 1, 2014. In the event that Citibank exercises its option and the swap commences,
the 2001B Interest Rate Exchange Agreement generally provides, subject to the terms
and conditions thereof, for payment by the School Board to Citibank of a fixed rate of
interest of 4.59% and for payment by Citibank to the School Board of interest at a
variable rate based on the SIFMA Index, in each case based on an amortizing notional
amount of $162,980,000. The scheduled termination date of the 2001B Interest Rate
Exchange Agreement is August 1, 2025. The scheduled payments of the School Board
when due pursuant to the 2001B Interest Rate Exchange Agreement are guaranteed by a
surety bond for swap agreement (the “2001B Swap Policy”) issued by Ambac. The
2001B Swap Policy does not guarantee termination payments under the 2001B Interest
Rate Exchange Agreement unless the termination is at the direction of Ambac. For
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additional information on the 2001B Interest Rate Exchange Agreement, see note 9 to the
District's basic financial statements attached hereto as Appendix B.

Payments made by the School Board under the above described agreements
constitute Additional Lease Payments under the Master Lease and are secured by the
Leases to which the respective interest rate exchange agreement relates. Each agreement
described above is subject to termination prior to the scheduled termination date thereof
under certain circumstances. If a termination event were to occur under one or more of
such agreements the School Board may be confronted with the need to appropriate a
significant termination payment or payments within a single fiscal year. Such an
obligation could have a material adverse effect on the School Board's ability to make
lease payments, including payments required under the Series 2007B Leases.

FINANCIAL GUARANTY INSURANCE

The following information has been furnished by Financial Guaranty for use in
this Remarketing Circular. Reference is made to Appendix E for a specimen of the
Financial Guaranty New Issue Insurance Policy.

Recent Developments — Ratings Downgrades

Fitch, Standard & Poor's and Moody's Downgrades. On January 30, 2008, Fitch
Ratings ("Fitch") announced that it had lowered Financial Guaranty's Insurer Financial
Strength rating from "AAA" to "AA" and that Financial Guaranty remains on Negative
Credit Watch.

On January 31, 2008, Standard & Poor's Rating Services, a division of The
McGraw-Hill Companies, Inc. ("S&P"), also announced that it had lowered Financial
Guaranty's financial strength rating from "AAA" to "AA" and that such rating was on
"Credit Watch with Developing Implications." On February 25, 2008, S&P announced
that it had lowered Financial Guaranty's financial strength rating to "A" and that such
rating remains on "CreditWatch with Developing Implications."

On February 14, 2008, Moody's Investors Service, Inc. ("Moody's") announced
that it had lowered the Insurer's financial strength rating from "Aaa" to "A3" and that
such ratings remain on review for possible downgrade.

Financial Guaranty continues to evaluate options for risk mitigation and capital
enhancement. However, no assurance can be given that these options, if implemented,
would result in the restoration of AAA ratings by Fitch, S&P or Moody's, or in the
removal of the watches referred to above.

Rating Agencies' Updated Capital Analyses. The actions of Fitch, S&P and
Moody's were taken following completion of updated capital analyses of Financial
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Guaranty and other financial guarantors. Fitch, S&P and Moody's undertook such
analyses in November 2007 in response to highly publicized concerns over the
delinquency and loss performance of U.S. residential mortgages and the impact of such
performance on Financial Guaranty and other companies with exposure to residential
mortgage-backed securities ("RMBS") and collateralized debt obligations of asset-backed
securities ("ABS CDOs"), as well as downgrades and other rating agency actions with
respect to certain RMBS and ABS CDO transactions guaranteed by Financial Guaranty.

Financial Guaranty's Ratings Generally. Financial Guaranty's financial strength
ratings are an integral part of its business, since the value of the financial guaranty and
insurance products sold by Financial Guaranty is generally a function of the rating
applied to obligations insured by Financial Guaranty. The market price of the Series
2007B Certificates, Financial Guaranty's ability to compete and otherwise to engage in its
business, and Financial Guaranty's results of operations and financial condition, may be
materially adversely affected by downgrades or withdrawals, or potential downgrades or
withdrawals, of any of Financial Guaranty's ratings, or a change in ratings outlook. See
"Financial Guaranty's Credit Ratings" below for additional information.

Recent Developments — Substantial Net Losses Expected for Fourth Quarter and
Full Year 2007

The Financial Guaranty's financial statements as of December 31, 2007 and for the
quarter and year then ended are currently being prepared. Based upon work performed to
date, Financial Guaranty expects that it will report substantial net losses for both periods
as a result of (1) loss and loss adjustment expense reserves related to RMBS and ABS
CDOs and (2) unrealized losses relating to a mark-to-market (or "fair value") adjustment
for ABS CDOs and other transactions that Financial Guaranty previously guaranteed in
credit derivative form. Financial Guaranty's financial statements for the year ended
December 31, 2007 will be posted on its website
(http://www.fgic.com/investorrelations/financialreports) when they become available.

Payments Under the Policy

Concurrently with the original issuance of the Series 2007B Certificates, Financial
Guaranty issued its Municipal Bond New Issue Insurance Policy for the Series 2007B
Certificates (the "Policy"). The Policy unconditionally guarantees the payment of that
portion of the principal or accreted value (if applicable) of and interest on the Series
2007B Certificates which has become due for payment, but shall be unpaid by reason of
nonpayment by the issuer of the Series 2007B Certificates (the "Issuer"). Financial
Guaranty will make such payments to U.S. Bank Trust National Association, or its
successor as its agent (the "Fiscal Agent"), on the later of the date on which such
principal, accreted value or interest (as applicable) is due or on the business day next
following the day on which Financial Guaranty shall have received notice (in accordance
with the terms of the Policy) from an owner of Series 2007B Certificates or the trustee or
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paying agent (if any) of the nonpayment of such amount by the Issuer. The Fiscal Agent
will disburse such amount due on any Bond to its owner upon receipt by the Fiscal Agent
of evidence satisfactory to the Fiscal Agent of the owner's right to receive payment of the
principal, accreted value or interest (as applicable) due for payment and evidence,
including any appropriate instruments of assignment, that all of such owner's rights to
payment of such principal, accreted value or interest (as applicable) shall be vested in
Financial Guaranty. The term "nonpayment" in respect of a Bond includes any payment
of principal, accreted value or interest (as applicable) made to an owner of a Bond which
has been recovered from such owner pursuant to the United States Bankruptcy Code by a
trustee in bankruptcy in accordance with a final, nonappealable order of a court having
competent jurisdiction.

The Policy is non-cancellable by Financial Guaranty. The Policy covers failure to
pay principal (or accreted value, if applicable) of the Series 2007B Certificates on their
stated maturity dates and their mandatory sinking fund redemption dates, and not on any
other date on which the Series 2007B Certificates may have been otherwise called for
redemption, accelerated or advanced in maturity. The Policy also covers the failure to
pay interest on the stated date for its payment. In the event that payment of the Series
2007B Certificates is accelerated, Financial Guaranty will only be obligated to pay
principal (or accreted value, if applicable) and interest in the originally scheduled
amounts on the originally scheduled payment dates. Upon such payment, Financial
Guaranty will become the owner of the Bond, appurtenant coupon or right to payment of
principal or interest on such Bond and will be fully subrogated to all of the Bondholder's
rights thereunder.

The Policy does not insure any risk other than Nonpayment by the Issuer, as
defined in the Policy. Specifically, the Policy does not cover: (i) payment on
acceleration, as a result of a call for redemption (other than mandatory sinking fund
redemption) or as a result of any other advancement of maturity; (ii) payment of any
redemption, prepayment or acceleration premium; or (iii) nonpayment of principal (or
accreted value, if applicable) or interest caused by the insolvency or negligence or any
other act or omission of the trustee or paying agent, if any.

As a condition of the issuance of the Policy, Financial Guaranty was granted
certain rights under the Bond documentation. The specific rights, if any, granted to
Financial Guaranty in connection with its insurance of the Series 2007B Certificates may
be set forth in the description of the principal legal documents appearing elsewhere in this
Remarketing Circular, and reference should be made thereto.

The Policy is not covered by the Property/Casualty Insurance Security Fund
specified in Article 76 of the New York Insurance Law.

The Policy is not covered by the Florida Insurance Guaranty Association (Florida
Insurance Code, §§ 631.50 et seq.).
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Financial Guaranty Insurance Company

Financial Guaranty is a New York stock insurance corporation that writes
financial guaranty insurance in respect of public finance and structured finance
obligations and other financial obligations, including credit default swaps. Financial
Guaranty is licensed to engage in the financial guaranty insurance business in all 50
states, the District of Columbia, the Commonwealth of Puerto Rico, the U.S. Virgin
Islands and the United Kingdom.

Financial Guaranty is a direct, wholly owned subsidiary of FGIC Corporation, a
Delaware corporation. At September 30, 2007, the principal owners of FGIC
Corporation and the approximate percentage of its outstanding common stock owned by
each were as follows: The PMI Group, Inc. — 42%; affiliates of the Blackstone Group
L.P. — 23%; and affiliates of the Cypress Group L.L.C. — 23%. Neither FGIC
Corporation nor any of its stockholders or affiliates is obligated to pay any debts of
Financial Guaranty or any claims under any insurance policy, including the Policy, issued
by Financial Guaranty.

Financial Guaranty is subject to the insurance laws and regulations of the State of
New York, where Financial Guaranty is domiciled, including New York's comprehensive
financial guaranty insurance law. That law, among other things, limits the business of
each financial guaranty insurer to financial guaranty insurance (and related lines);
requires that each financial guaranty insurer maintain a minimum surplus to
policyholders; establishes limits on the aggregate net amount of exposure that may be
retained in respect of a particular issuer or revenue source (known as single risk limits)
and on the aggregate net amount of exposure that may be retained in respect of particular
types of risk as compared to the policyholders' surplus (known as aggregate risk limits);
and establishes contingency, loss and unearned premium reserve requirements. In
addition, Financial Guaranty is also subject to the applicable insurance laws and
regulations of all other jurisdictions in which it is licensed to transact insurance business.
The insurance laws and regulations, as well as the level of supervisory authority that may
be exercised by the various insurance regulators, vary by jurisdiction.

At September 30, 2007, Financial Guaranty had net admitted assets of
approximately $4.133 billion, total liabilities of approximately $3.038 billion, and total
capital and policyholders' surplus of approximately $1.095 billion, determined in
accordance with statutory accounting practices ("SAP") prescribed or permitted by
insurance regulatory authorities.

The unaudited financial statements as of September 30, 2007, and the audited
consolidated financial statements of Financial Guaranty and subsidiaries, on the basis of
U.S. generally accepted accounting principles ("GAAP"), as of December 31, 2006 and
December 31, 2005, which will be filed with the Nationally Recognized Municipal
Securities Information Repositories ("NRMSIRs"), are hereby included by specific
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reference in this Remarketing Circular. Any statement contained herein under the
heading "FINANCIAL GUARANTY INSURANCE," or in any documents included by
specific reference herein, shall be modified or superseded to the extent required by any
statement in any document subsequently filed by Financial Guaranty with such
NRMSIRs, and shall not be deemed, except as so modified or superseded, to constitute a
part of this Remarketing Circular. All financial statements of Financial Guaranty (if any)
included in documents filed by Financial Guaranty with the NRMSIRs subsequent to the
date of this Remarketing Circular shall be deemed to be included by specific reference
into this Remarketing Circular and to be a part hereof from the respective dates of filing
of such documents.

The New York State Insurance Department recognizes only SAP for
determining and reporting the financial condition and results of operations of an
insurance company, for determining its solvency under the New York Insurance
Law, and for determining whether its financial condition warrants the payment of a
dividend to its stockholders. Although Financial Guaranty prepares both GAAP
and SAP financial statements, no consideration is given by the New York State
Insurance Department to financial statements prepared in accordance with GAAP
in making such determinations. A discussion of the principal differences between
SAP and GAAP is contained in the notes to Financial Guaranty's audited SAP
financial statements.

Copies of Financial Guaranty's most recently published GAAP and SAP financial
statements are available on Financial Guaranty's website at www.fgic.com or upon
request to: Financial Guaranty Insurance Company, 125 Park Avenue, New York, NY
10017, Attention: Corporate Communications Department. Financial Guaranty's
telephone number 1s (212) 312-3000.

Financial Guaranty's Credit Ratings

The financial strength of Financial Guaranty is currently rated "A" by S&P, "A3"
by Moody's, and "AA" by Fitch. Each rating of Financial Guaranty should be evaluated
independently. The ratings reflect the respective ratings agencies' current assessments of
the insurance financial strength of Financial Guaranty. Any further explanation of any
rating may be obtained only from the applicable rating agency. These ratings are not
recommendations to buy, sell or hold the Series 2007B Certificates, and are subject to
revision or withdrawal at any time by the rating agencies. Any downward revision or
withdrawal of any of the above ratings may have an adverse effect on the market price of
the Series 2007B Certificates. Financial Guaranty does not guarantee the market price or
investment value of the Series 2007B Certificates nor does it guarantee that the ratings on
the Series 2007B Certificates will not be reduced, withdrawn or put on review for a
possible downgrade.
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See "Recent Developments — Ratings Downgrades" above for information
concerning recent rating agency actions.

Neither Financial Guaranty nor any of its affiliates accepts any responsibility
for the accuracy or completeness of this Remarketing Circular or any information
or disclosure that is provided to potential purchasers of the Series 2007B
Certificates, or omitted from such disclosure, other than with respect to the
accuracy of information with respect to Financial Guaranty or the Policy under the
heading "FINANCIAL GUARANTY INSURANCE." In addition, Financial
Guaranty makes no representation regarding the Series 2007B Certificates or the
advisability of investing in the Series 2007B Certificates.

THE MASTER LEASE FACILITIES

The Series 2007B Facilities are being financed under the School Board's existing
Master Lease as part of the School Board's master lease purchase program (the "Master
Lease Program") with the Corporation. The Facilities financed by the School Board
under the Master Lease Program are subject to annual appropriation on an all or none
basis. After completion of the Series 2007A Facilities, the Series 2007E Facilities (see
"THE PRIOR FACILITIES") and the Series 2007B Facilities, the School Board will have
approximately 44% of all gross square feet of educational facilities space in the District
under the Master Lease. For a complete description of the Facilities under the Master
Lease Program see "THE SERIES 2007B FACILITIES" and "THE PRIOR
FACILITIES" herein.

Pursuant to the Master Lease, the School Board does not have the ability to
appropriate funds to make Lease Payments on one Facility or some combination of
Facilities only. The School Board's annual appropriation for Basic Lease Payments must
be for all Facilities under the Master Lease Program or it must terminate all Facilities
under the Master Lease Program (other than certain designated Facilities). In the event
the School Board does not appropriate funds in its annual budget for all of such financed
Facilities, the School Board would, at the Trustee's option, be required to surrender such
Facilities, including the Series 2007B Facilities, to the Trustee for the benefit of the
Owners of the Certificates which financed or refinanced such Facilities.

THE SERIES 2007B FACILITIES

The Series 2007B Facilities

The Series 2007B Facilities consist of the lease purchase financing, acquisition
and construction of the Series 2007B Facilities, the leasing of the Series 2007B Facility
Sites by the School Board to the Corporation pursuant to the Series 2007B Ground Lease
and the subleasing of the Series 2007B Facility Sites back to the School Board. The
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Series 2007B Facilities will be located within the District. The District owns all of the
Series 2007B Facility Sites. Set forth below is a brief, general description of the Series
2007B Facilities. See also, "-Substitution of Series 2007B Facilities" below.

Carver Middle School Addition

This school, to be located in the City of Delray Beach, will have approximately
29,807 new gross square feet and a projected student capacity of 1462. The school will
have 3 new general classrooms, 3 new language arts classrooms, 3 new math classrooms,
3 science classrooms, 3 social studies classrooms, 2 resource rooms, 1 ESE classroom, 1
skills development/computer lab, new satellite administration, teacher planning and
custodial space. This project is scheduled to open in 2008.

Hagen Road Elementary School Modernization

This school, to be located in unincorporated Palm Beach County, will have
approximately 120,656 new gross square feet and a projected student capacity of 889.
The school will have 8 new pre-kindergarten classroom, 8 new kindergarten classrooms,
16 new primary classrooms, 16 new intermediate classrooms, 2 new skills
development/computer labs, 6 new resource rooms, 3 ESE classrooms, art, music,
covered play area, library media center, administration/student services, food
service/multipurpose, teacher planning, stage, restrooms and custodial space. This
project is scheduled to open in 2008.

Lake Worth Middle School Addition

This school, to be located in the City of Lake Worth, will have approximately
29,807 new gross square feet and a projected student capacity of 1394. The school will
have 3 new general classrooms, 3 new language arts classrooms, 3 new math classrooms,
3 science classrooms, 3 social studies classrooms, 1 ESE classroom, 1 skills
development/computer lab, 2 resource rooms, new satellite administration, teacher
planning and custodial space. This project is scheduled to open in 2008.

Palm Beach Gardens Elementary School Modernization

This school, to be located in Palm Beach Gardens, will have approximately 86,942
new gross square feet and a projected student capacity of 738. The school will have 2
pre-kindergarten classrooms, 8 new kindergarten classrooms, 12 new primary
classrooms, 12 new intermediate classrooms, 3 new skills development/computer labs, 4
new resource rooms, 6 ESE classrooms, art, music, covered play area, library media
center, administration/student services, food service/multipurpose, teacher planning,
stage, restrooms and custodial space. This project is scheduled to open in 2008.
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Wellington High School Auditorium

This school, to be located in the Village of Wellington, will have approximately
21,155 new gross square feet and has no student stations. This project is scheduled to
open in 2008.

West Boynton Elementary School

This school, to be located in unincorporated Palm Beach County, will have
approximately 122,966 new gross square feet and a projected student capacity of 960.
The school will have 8 new kindergarten classrooms, 22 new primary classrooms, 16 new
intermediate classrooms, 3 new skills development/computer labs, 6 new resource rooms,
6 ESE classrooms, art, music, covered play area, library media center,
administration/student services, food service/multipurpose, teacher planning, stage,
restrooms and custodial space. This school is scheduled to open in 2008.

Estimated Budget
Facility Design Construction Total

Carver Middle Addition $ 573,287 $ 7,640,964 $ 8,214,251
Hagen Road Elem Modernization 1,690,734 25,687,792 28,378,526
Lake Worth Middle Addition 607,140 8,228,929 8,836,069
Palm Beach Gardens Elem Modernization 1,757,960 28,019,407 29,777,367
Wellington High Auditorium 366,720 12,504,952 12,871,672
West Boynton Elem (03-Z) 1,783,930 28,557,620 30,341,550
Total $6,779,771  $111,639,664  $118,419,435

Substitution of Series 2007B Facilities

To the extent permitted by law and with the prior consent of the Insurer, the
School Board may substitute for any portion of the Series 2007B Facilities other facilities
owned by the School Board, provided such substituted facilities: (a) have the same or
greater remaining useful life; (b) have a fair market value equal to or greater than the
portion of the Series 2007B Facilities for which they are substituted (based on an MAI
appraisal); (c) are of substantially equal usefulness as the Series 2007B Facilities to be
replaced and provide essential governmental services; and (d) are free and clear of all
liens and encumbrances, except Permitted Encumbrances. In order to effect such
substitution, Series 2007B Facilities and the applicable Series 2007B Facility Site will be
released from the encumbrance of the Series 2007B Lease and the Series 2007B Ground
Lease and the Facilities to be substituted shall be incorporated into the Series 2007B
Lease and the Series 2007B Ground Lease.
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THE PRIOR FACILITIES

The following provides a summarized description of the Facilities being lease-
purchased under the Prior Leases and subject to the Master Lease. Under certain
conditions set forth in the Master Lease, the School Board may substitute Facilities,
modify the plans and specifications therefor or eliminate Facilities.

Series 1994 A Facilities

Indian Ridge Learning Center

Orchard View Elementary School (91-I)
Pioneer Park Elementary School (91-D)
Roosevelt Middle School (91-KK)
Woodlands Middle School (91-LL)

Series 1995A Facilities

Belle Glade Elementary School (91-T)
Dreyfoos School of the Arts, Building #6
Dreyfoos School of the Arts, Building #8
Golden Grove Elementary School (91-O)
Lake Worth High School, New Classroom Bldg #28
Morikami Elementary School (91-S)
Okeeheelee Middle School (91-EE)
Poinciana Elementary replacement

Royal Palm High School (91-HHH)
Starlight Cove Elementary School (91-C)
Water's Edge Elementary School (91-V)

Series 1996A Facilities

Eagles Landing Middle School (91-MM)
Western Pines Middle School (91-JJ)

Series 2000A Facilities

Beacon Cove Elementary School (96-A)
Independence Middle School (98-FF)

Jupiter High School modernization

Lake Park Elementary School modernization
Pahokee Elementary School, classroom building
Palmetto Elementary School modernization
Village Academy (98-P)

Palm Beach Central High School (96-1JJ)

Series 2001 A-1 Facilities

Boca Raton Elementary School modernization
Freedom Shores Elementary School (97-M)
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Crosspointe Elementary School (98-1)
Discovery Key Elementary School (96-L)
Forest Hill Elementary modernization
Frontier Elementary School (96-B)

Lake Worth High School, classroom addition
Benoist Farms Elementary School (96-D)
Pleasant City Area Elementary School (98-N)
Sunrise Park Elementary School (96-H)
Royal Palm Beach Elementary School (96-J)

Series 2001A-2 Facilities*
Portable replacement program
Series 2002A-1 Facilities

Central Bus Compound
Dreyfoos School of Arts, new cafeteria and gymnasium remodeling
Park Vista Community High School (91-EEE)

Series 2002A-2 Facilities*

Site Acquisition
Portable replacement program
Furnishings/equipment for six schools

Series 2002B Facilities

Belvedere Elementary School modernization
Greenacres Elementary School modernization
Jupiter Elementary School modernization
Lantana Middle School modernization

Site acquisition

South Olive Elementary School modernization
Jaega Middle School (98-EE)

Series 2002C Facilities

Equestrian Trails Elementary School (02-S)

Diamond View Elementary School (01-R)

Panther Run Addition and HVAC replacement

West Boca Raton Community High School (01-LLL)
Forest Hill High School modernization

U.B. Kensey/Palmview Elementary School modernization
Village Academy Addition

Series 2002D Facilities

Osceola Creek Middle School (99-HH)
Don Estridge High Tech Middle School (98-GG)
H.L. Watkins Middle School modernization
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Lantana Elementary School modernization

Palm Beach Public Elementary School modernization
West Lake Worth Area Middle School (98-11)
Portable/Modular replacement

Site acquisition

Series 2002-QZAB Facilities*
Furniture and equipment for designated Qualified Zone Academies
Series 2003 A Facilities

William T. Dwyer Addition
Acreage Area High School (02-NNN)

Series 2003B Facilities

Atlantic High School replacement
Bak Middle School of the Arts modernization
L.C. Swain Middle School (03-KK)

Series 2004A-1 Facilities

Coral Sunset Elementary Addition

Hammock Pointe Elementary Addition

JC Mitchell Elementary modernization

Meadow Park Elementary School modernization
SD Spady Elementary School modernization

Series 2004A-2 Facilities*

Coral Sunset Elementary School HVAC replacement
Hammock Pointe Elementary School HVAC replacement
Relocatable Classrooms

Site Acquisition

Series 2004-QZAB Facilities*

Technology upgrades for designated Qualified Zone Academies
Series 2005-QZAB Facilities*

Technology upgrades for designated Qualified Zone Academies
Series 2005B-1 Facilities

CEP Alternative School
Indian Ridge Modernization

Series 2005B-2 Facilities*

District's Enterprise Resource Planning System (technology)
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Series 2006A-1 Facilities

Barton Elementary School modernization

DD Eisenhower Elementary School

Palm Beach Gardens Area Elementary School (03-X)
Rolling Green Elementary School modernization
Palm Beach Gardens High School modernization

Series 2006A-2 Facilities*

Portable/Modular Replacement Program
Voice/Data Equipment

Series 2007A-1 Facilities

C.O. Taylor Elementary School modernization
Suncoast High School modernization

Royal Palm School modernization

Westward Elementary School modernization
Site Acquisition

Series 2007A-2 Facilities*
Site Acquisition
Roosevelt Middle School Classroom addition
FF&E for various educational facilities including the Series 2007B Facilities

Series 2007E-1 Facilities

West Palm Beach Area Elementary (06-D)
Banyan Creek Elementary Addition
Wellington Elementary Additions
Whispering Pines Elementary Addition
Allamanda Elementary Modernization

Series 2007E-2 Facilities*

Relocatable and Modular Classrooms
New sports stadium for Pahokee School
Benoit Farms Elementary School Pre-K Addition

*Constitutes designated Facilities that are not subject to remedial action in the
event of a default or non-appropriation.
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ESTIMATED SOURCES AND USES OF FUNDS

It is estimated that proceeds received from the original sale and delivery of the
Series 2007B Certificates are expected to be used as follows:

Sources:
Principal Amount of Series 2007B Certificates ............ccu...... $119,400,000
Total Sources of Funds..........cooceeviiniiniiniiniinicicee $119,400,000
Estimated Uses:
Deposit to Series 2007B Acquisition Account...........ceeeeeneenn. $118,419,435
Series 2007B Certificates Cost of Issuance'”............cccooovvene... 980,565
Total Uses of Funds..........coooeevieniiniiniiniinieieiceee, $119,400,000

(1)  Includes, without limitation, underwriters' discount, financial guaranty insurance
premium, printing costs, legal, accounting and financial advisory fees and other
costs associated with the issuance of the Series 2007B Certificates.

The proceeds from the remarketing of the Series 2007B Certificates
($119,577,820.14, which equals par of $116,225,000.00, plus remarketing premium of
$3,641,329.25 and less Remarketing Agent fee of $288,509.11) will be applied by the
School Board to pay (A) the Tender Price of the Series 2007B Certificates on March 12,
2008 in connection with the Conversion to the Long-Term Rate and (B) certain costs
associated with the remarketing.
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CERTIFICATE PAYMENT SCHEDULE FOR PRIOR CERTIFICATES

Estimated payment requirements on the Prior Certificates 1997A, 2001A, 2001B,
2002A, 2002B, 2002C, 2002E, 2002D 2003A and 2003B are as follows:

Certificate Series Series Series Series Series Series Series Series Series Series
Year 1997A 2001A 2001B 2002A 2002B" 2002C 2002E 2002D 2003A 2003B"
Ending Prior Prior Prior Prior Prior Prior Prior Prior Prior Prior
August | Certificates Certificates Certificates Certificates Certificates Certificates Certificates Certificates Certificates Certificates

2008 $3,805,845 $1,182,737 $8,993,235 $8,768,194 $ 5,226,957 $3,580,810 $13,049,213 $11,327,425 $4,993,056 $5,227,779
2009 519,937 8,994,016 8,846,994 5,145,029 4,161,772 13,053,713 11,407,625 4,993,691 5,226,772
2010 776,487 8,993,016 8,848,744 5,145,156 3,904,016 13,051,463 11,410,575 4,988,266 5,226,909
2011 516,037 8,994,666 8,849,181 5,145,156 4,173,181 13,047,975 11,406,275 4,993,391 5,226,909
2012 8,994,351 8,858,981 5,132,306 4,159,575 13,048,500 11,423,980 4,988,191 5,227,779
2013 8,991,276 8,846,981 5,145,029 13,051,463 11,408,010 4,991,448 5,226,772
2014 8,996,086 8,756,063 5,239,807 13,051,450 11,316,498 4,992,498 5,226,909
2015 8,993,251 658,119 5,145,156 13,054,456 6,422,373 4,990,935 5,226,909
2016 18,462,931 4,867,369 5,132,306 2,563,600 6,422,373 4,989,335 5,227,779
2017 21,121,619 431,494 5,145,029 11,457,373 4,997,495 5,226,772
2018 21,127,500 1,555,538 8,190,156 11,458,035 4,991,588 5,226,909
2019 21,127,500 15,430,008 5,879,785 4,994,775 5,226,909
2020 21,121,750 15,429,037 5,879,785 4,989,150 5,227,779
2021 21,128,750 15,434,962 11,919,785 1,861,600 8,356,772
2022 21,131,000 15,432,970 11,852,685 10,221,069
2023 21,126,750 15,438,329 11,790,385 10,216,051
2024 21,129,250 15,438,650 11,733,135 10,217,528
2025 21,126,000 15,441,032 11,617,385 10,217,882
2026 15,444,315 11,580,385 10,214,363
2027 15,449,457 11,507,635 10,215,637
2028 73,660,135 10,216,800
2029 83,875,692
2030

2031

Total $3,805,845 $2,995,200 $280,552,949 $69,287,656 $198,730,846 $19,979,355 $106,971,831 $282,881,640 $66,755,419 $231,704,676

(1) The Series 2002B Prior Certificates were issued as variable rate Certificates. Payment requirements assume a true interest cost of 4.53% (based on an interest rate
swap executed in connection with the delivery of the Series 2002B Certificates) and reflects an estimate of remarketing and liquidity facility fees.
2) The Series 2003B Prior Certificates were issued as variable rate Certificates. Payment requirements assume a true interest cost of 4.19% (based on an interest rate

swap executed in connection with the delivery of the Series 2003B Certificates) and reflects an estimate of remarketing and liquidity facility fees.
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CERTIFICATE PAYMENT SCHEDULE FOR PRIOR CERTIFICATES

Estimated payment requirements on the Prior Certificates 2004A, 2005A, 2005B,
2006A, QZAB, 2007A, 2007C, 2007D and 2007E are as follows:

Certificate Series
Year 2004A Series Series Series Series Series Series Series
Ending Prior 2005A 2005B 2006A QZAB 2007A 2007C 2007D 2007E
August | Certificates Certificates Certificates Certificates Certificates'” Certificates Certificates Certificates Certificates

2008 $7,189,799 $6,374,815 $8,633,900 $15,820,074 $322,604 $22,167,847 $8,839,362 $1,446,650 $5,259,395
2009 7,189,961 6,374,265 8,630,100 15,818,274 322,604 22,165,667 8,840,362 5,251,650 6,986,650
2010 7,191,593 6,373,565 8,632,500 15,819,293 322,604 22,166,937 8,840,962 5,249,450 6,986,650
2011 7,190,493 6,372,520 15,818,218 322,604 22,166,137 8,841,162 5,246,250 11,066,650
2012 7,193,888 6,376,020 15,435,905 322,604 22,167,787 9,350,962 5,250,750 11,063,450
2013 7,194,013 6,373,880 15,434,105 322,604 22,170,475 13,534,962 5,249,750 11,064,750
2014 7,191,019 6,371,140 15,435,905 322,604 22,166,787 13,620,462 5,248,000 11,064,900
2015 7,189,581 24,123,000 15,430,920 322,604 22,166,212 8,949,212 5,250,000 11,063,350
2016 7,189,831 26,204,000 15,433,645 322,604 22,169,362 9,067,412 11,063,180
2017 7,193,031 26,081,000 15,433,283 254,746 22,166,162 8,554,412 11,062,580
2018 7,192,031 21,731,750 15,431,733 254,746 22,169,212 8,725,212 11,066,805
2019 7,191,531 20,555,250 15,431,253 254,746 6,872,362 9,798,212 11,066,775
2020 7,191,031 6,811,000 15,432,578 254,746 6,872,362 23,547,012 11,062,645
2021 7,190,031 10,468,000 15,434,953 6,872,362 13,840,512 11,066,470
2022 7,193,031 10,463,250 15,431,533 6,872,362 13,908,112 11,063,220
2023 7,189,281 15,433,153 6,872,362 24,736,362 11,064,720
2024 7,193,531 15,431,528 6,872,362 24,792,862 11,064,970
2025 7,188,813 15,435,095 8,302,362 24,914,762 11,063,220
2026 7,192,063 15,431,433 26,946,587 46,067,337 11,063,720
2027 7,191,063 15,434,825 26,944,337 46,392,775 11,065,470
2028 7,190,313 15,435,363 26,943,750 11,062,470
2029 7,189,063 15,435,688 26,945,000 11,063,970
2030 15,434,275 26,945,750 11,063,720
2031 15,434,625 26,943,250 11,065,720
2032 11,063,720

Total $158,204,989 $191,053,455  $25,896,500 $371,947,650  $3,922,424 $455,047,803 $335,162,438 $38,192,500 $262,649,170

(1) Includes the Series 2002 QZAB Certificates, the Series 2004 QZAB Certificates and the Series 2005 QZAB Certificates.
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COMBINED CERTIFICATE PAYMENT SCHEDULE®"

The estimated combined payment requirements on the Series 2007B Certificates
and the Prior Certificates are as follows:

Certificate Series 2007B Certificates
Year
Ending Prior
August 1 Principal Interest Subtotal Certificates'"” Total

2008 $2,243,788 $2,243,788 $142,209,696 $144,453,485
2009 5,811,250 5,811,250 143,929,083 149,740,333
2010 5,811,250 5,811,250 143,928,186 149,739,436
2011 5,811,250 5,811,250 139,376,806 145,188,056
2012 4,945,374 4,945,374 138,995,029 143,940,403
2013 4,945,374 4,945,374 139,005,517 143,950,891
2014 4,945,374 4,945,374 139,000,127 143,945,501
2015 4,945,374 4,945,374 138,986,078 143,931,452
2016 4,945,374 4,945,374 139,115,727 144,061,101
2017 4,945,374 4,945,374 139,124,996 144,070,370
2018 4,945,374 4,945,374 139,121,215 144,066,589
2019 $14,900,000 4,945,374 19,845,374 123,829,107 143,674,481
2020 15,485,000 4,311,379 19,796,379 123,818,876 143,615,255
2021 16,115,000 3,652,492 19,767,492 123,574,197 143,341,690
2022 16,750,000 2,966,799 19,716,799 123,569,232 143,286,032
2023 17,430,000 2,254,086 19,684,086 123,867,393 143,551,480
2024 18,135,000 1,512,440 19,647,440 123,873,817 143,521,257
2025 17,410,000 740,796 18,150,796 125,306,551 143,457,347
2026 143,940,203 143,940,203
2027 144,201,198 144,201,199
2028 144,508,830 144,508,830
2029 144,509,412 144,509,412
2030 53,443,745 53,443,745
2031 53,443,595 53,443,595
2032 11,063,720 11,063,720
Total $116,225,000 $74,678,519  $190,903,519 $3,105,742,344 $3,296,645,864

(1)  Debt service calculated using Long-Term Rate as set forth on the front cover
through mandatory tender date of August 1, 2011 and at an all-in interest cost of 4.255%

for the period thereafter.

(2)  See "CERTIFICATE PAYMENT SCHEDULE FOR PRIOR CERTIFICATES."
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THE MASTER LEASE PROGRAM

In order to provide for the lease purchase financing and refinancing from time to
time of Facilities, the School Board has authorized the execution and delivery of the
Master Lease between the School Board and the Corporation. Facilities to be leased from
time to time will be identified on separate Schedules to the Master Lease. Upon
execution and delivery thereof, each Schedule, together with the provisions of the Master
lease, will constitute a separate Lease. See "APPENDIX C - FORMS OF CERTAIN
LEGAL DOCUMENTS - The Master Lease."

The Series 2007B Lease is one of the leases entered into under the Master Lease
and provide for the leasing of the Series 2007B Facilities by the Corporation to the
School Board. See "THE SERIES 2007B LEASE" and "THE SERIES 2007B
FACILITIES." As noted above, the School Board has previously leased certain facilities
pursuant to the Prior Leases which were funded from the proceeds of the Prior
Certificates. The School Board may arrange for one or more lease purchase financings of
additional educational facilities under the Master Lease in future Fiscal Years. See
"SECURITY FOR THE SERIES 2007B CERTIFICATES - Additional Leases" and
"-Additional Certificates." In addition, the School Board may, in the future, also enter
into lease purchase arrangements upon terms and conditions other than those in the
Master Lease. Failure to make payments under any such lease agreement, or an event of
default under any such lease agreement, will not affect the Lease Term or cause the
termination of the Series 2007B Lease or any other Leases.

THE SERIES 2007B LEASE

The following is a brief summary of certain provisions of the Series 2007B Lease,
which is not intended to be definitive. Reference is made in "APPENDIX C - FORMS
OF CERTAIN LEGAL DOCUMENTS - The Master Lease."

Authority

The Series 2007B Lease was entered into pursuant to the authority granted under
Chapters 1001-1013, Florida Statutes, as amended, for the purpose of providing for the
acquisition, construction and lease purchase financing and refinancing of the Series
2007B Facilities.

Lease Term

Under the Series 2007B Lease, the Corporation leases to the School Board, and
the School Board leases from the Corporation, the Series 2007B Facilities. The Series
2007B Lease has an initial Lease Term which commenced on the date of original delivery
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of the Series 2007B Certificates (March 22, 2007) through and including June 30, 2007,
and is automatically renewable annually thereafter through August 1, 2031, unless sooner
terminated in accordance with the provisions of the Series 2007B Lease. See "THE
SERIES 2007B LEASE - Termination of Lease Term."

Lease Payments

Subject to the conditions stated in the Series 2007B Lease, the School Board has
expressed its current intent to make all Lease Payments due under the Series 2007B
Lease; PROVIDED, HOWEVER, THAT NEITHER THE SCHOOL BOARD, THE
DISTRICT, THE STATE OF FLORIDA, NOR ANY POLITICAL SUBDIVISION OR
AGENCY THEREOF, IS OBLIGATED TO PAY, EXCEPT FROM APPROPRIATED
FUNDS, ANY SUMS DUE UNDER THE SERIES 2007B LEASE FROM ANY
SOURCE OF TAXATION, AND THE FULL FAITH AND CREDIT OF THE SCHOOL
BOARD, THE DISTRICT, THE STATE OF FLORIDA OR ANY POLITICAL
SUBDIVISION OR AGENCY THEREOF IS NOT PLEDGED FOR PAYMENT OF
SUCH SUMS DUE UNDER THE SERIES 2007B LEASE, AND THE SUMS DO NOT
CONSTITUTE AN INDEBTEDNESS OF THE SCHOOL BOARD, THE DISTRICT,
THE STATE OF FLORIDA OR ANY POLITICAL SUBDIVISION OR AGENCY
THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR
STATUTORY PROVISION OR LIMITATION. All Lease Payments due under the
Series 2007B Lease will be made from current or other funds authorized by law and
regulations of the State of Florida Department of Education and appropriated for such
purpose by the School Board.

Commencing June 30, 2007 and thereafter on December 30 and June 30 of each
year, the Series 2007B Lease Payment Dates preceding each Series 2007B Certificate
Payment Date, the School Board paid (with respect to the June 30, 2007 and December
30, 2007 payments) and is required to pay (for subsequent payments) to the Trustee the
Basic Lease Payment due on such date, which amount corresponds to the next succeeding
Series 2007B Certificate Payment. The School Board is also required to pay, when due,
Additional Lease Payments and Supplemental Payments, consisting, among other things,
of payments due under its Interest Rate Exchange Agreements (see "SECURITY FOR
THE SERIES 2007B CERTIFICATES - Interest Rate Exchange Agreements") and the
fees and expenses of the Trustee and the Corporation. Lease Payments due under the
Series 2007B Lease may be reduced, when applicable, by amounts credited as follows:

(@) The Trustee will deposit into the Series 2007B Lease Payment
account interest income in accordance with the Trust Agreement and apply such
interest income as a credit against the next ensuing Lease Payment to the extent
provided in the Trust Agreement.

(b)  The Trustee will deposit in the Series 2007B Lease Payment
Account, as the case may be, Net Proceeds realized in the event of damage,
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destruction or condemnation to be applied to Basic Lease Payments under the
Series 2007B Lease or the Prepayment Price of the Series 2007B Certificates.

Assignment of Leases to Trustee

Pursuant to the Series 2007B Assignment, substantially all right, title and interest
of the Corporation in and to the Series 2007B Ground Lease and in and to the Series
2007B Lease, including the right to receive Basic Lease Payments thereunder, has been
absolutely and unconditionally assigned by the Corporation to the Trustee for the benefit
of the Series 2007B Certificate Holders. The School Board has consented to such
assignment.

Lease Covenants

Under the Series 2007B Lease, the School Board is responsible for the acquisition,
construction and installation of the Series 2007B Facilities pursuant to the specifications
of the School Board, including the letting of all contracts for the acquisition, construction
and installation of the Series 2007B Facilities. In the Series 2007B Lease, the School
Board covenants that it will: (i) maintain the Series 2007B Facilities at all times during
the Lease Terms in good repair and condition; (ii) pay applicable taxes, utility charges
and other governmental charges; and (iii) provide applicable insurance coverage,
including property and liability insurance, all in accordance with the terms and provisions
relating to these requirements, contained in the Series 2007B Lease.

Budget and Appropriation

The cost and expense of the performance by the School Board of its obligations
under the Series 2007B Lease, the Prior Leases and any Additional Leases and the
incurrence of any liabilities of the School Board under the Series 2007B Lease, the Prior
Leases and any Additional Leases including without limitation, the payment of all Lease
Payments and all other amounts required to be paid by the School Board under all Leases,
are subject to and dependent on appropriations being duly made from time to time by the
School Board for such purposes. The School Board may not budget and appropriate
available revenues to make Lease Payments selectively on a Lease by Lease basis,
but must appropriate such revenues for all Leases or none of them. Under no
circumstances will the failure of the School Board to appropriate sufficient funds in any
Fiscal Year constitute a default or require payment of a penalty, or in any way limit the
right of the School Board to purchase or utilize educational facilities similar in function
to those leased under any Lease including the Series 2007B Lease.

Unless the School Board, at a public meeting held prior to the end of the then
current Fiscal Year, gives notice of its intent not to appropriate the funds necessary to
make the Lease Payments coming due in the following Fiscal Year under all Leases, the
Superintendent will include in the Superintendent's tentative budget proposal, in a
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separate line item, the funds necessary to make such Lease Payments, and all Leases will
be automatically renewed on June 30 of the current Fiscal Year, for the following Fiscal
Year, subject to appropriation being made by the School Board in the final adopted
budget. If Lease Payments are due during the period prior to the adoption of the School
Board's final official budget for an ensuing Fiscal Year, the Lease Term of all Leases
shall be deemed extended only if the tentative budget or extension of the prior budget
(whether by School Board action or operation of law) makes available to the School
Board monies which may be legally used to make the Lease Payments due under all
Leases during such period. If no such appropriation is made in the budget as finally
adopted or if no official budget is adopted as of the last day on which a final budget is
required to have been adopted under applicable law and regulations, all Leases will
terminate as of the date of adoption of the final official budget or the last date on which a
final budget is required to have been adopted, whichever is earlier, and under which no
appropriation has been made.

If the School Board declares its intent at such public meeting prior to the end of
the then current Fiscal Year not to appropriate the funds necessary to make Lease
Payments under all Leases, no Leases will be automatically renewed for the following
Fiscal Year, but will terminate on June 30 of the current Fiscal Year. For a discussion of
the effect of termination of the Lease Term of the Leases, see "THE SERIES 2007B
LEASE - Effect of Termination for Non-Appropriation or Default."

Termination of Lease Term

The Lease Term of each Lease, including the Series 2007B Lease, will either
terminate or be defeased upon the earliest of any of the following events:

(a)  Each Lease will terminate on the latest Lease Payment Date set forth
in any Lease;

(b)  All Leases will terminate in the event of non-appropriation of funds
for the payment of Lease Payments;

(c)  All Leases will terminate upon a default by the School Board with
respect to any Lease and the termination of the Lease Term of all Leases by the
Trustee pursuant to the Master Lease; and

(d) A particular Lease will terminate upon payment by the School Board
of the Purchase Option Price of the particular Facilities leased under such Lease
by the School Board or upon provision for such payment pursuant to the Master
Lease.
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Effect of Termination for Non-Appropriation or Default

Upon termination of the Lease Term for the reasons referred to in (b) or (¢) under
"THE SERIES 2007B LEASE - Termination of Lease Term" above, the School Board is
required to immediately surrender and deliver possession and control of all the Facilities
financed under all Leases (except for certain designated Facilities) to the Trustee in the
condition, state of repair and appearance required under the Leases and in accordance
with the Trustee's instructions. Upon such surrender, the Trustee (or other transferee)
will attempt to sell or re-let its interest in such facilities in such manner and to such
person or persons for any lawful purpose or purposes as it, in its sole discretion,
determines to be appropriate. Unless the Insurer is in default of its obligations under the
Policy, the Insurer is entitled to control and direct the rights and remedies of the Trustee.
See "RISK FACTORS - No Right of Certificate Holders to Direct Remedies." The
proceeds derived from any such sale or reletting of the School Board's leasehold interest
in such Facilities, if any, will be applied first to the payment of the fees and expenses of
the Trustee, second to payment in full of the Series of Certificates relating to such
Facilities and then to the payment of other outstanding amounts as described in said
Lease(s). The proceeds of any such disposition of the Series 2007B Facilities will be
applied to the payment of the Series 2007B Certificates, in accordance with the terms of
the Series 2007B Lease. Under the Series 2007B Lease, the School Board may not be
dispossessed of any personal property financed, in whole or in par, with the proceeds of
the Series 2007B Certificates. See "RISK FACTORS - Limitation Upon Disposition;
Ability to Sell or Relet." IN NO EVENT WILL OWNERS OF THE SERIES 2007B
CERTIFICATES HAVE ANY INTEREST IN OR RIGHT TO ANY PROCEEDS OF
THE DISPOSITION OF FACILITIES FINANCED WITH THE PROCEEDS OF
ANOTHER SERIES OF CERTIFICATES EXCEPT FOR ANY CERTIFICATES
ISSUED TO COMPLETE THE SERIES 2007B FACILITIES OR TO REFUND SERIES
2007B CERTIFICATES.

For a discussion of the remedies available to the Trustee if the School Board
refuses or fails to voluntarily deliver possession of the Facilities to the Trustee, see
"APPENDIX C - FORMS OF CERTAIN LEGAL DOCUMENTS - The Master Lease."

There can be no assurance that the remedies available to the Trustee upon any
termination of the Lease Term of all Leases for non-appropriation or default and the
disposition of the Series 2007B Facilities will produce sufficient amounts to pay the
Series 2007B Certificates. Federal income tax status of payments made to Series 2007B
Certificate holders after such termination may also be adversely affected. See "TAX
TREATMENT." Further, after such termination of the Lease Term of all Leases, transfer
of Series 2007B Certificates may be subject to the registration provisions of applicable
federal and state securities laws. Accordingly, there is no assurance that liquidity of the
Series 2007B Certificates will not be impaired following termination of the Lease Term
of the Leases. See "RISK FACTORS."
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THE CORPORATION

The Palm Beach School Board Leasing Corp. (the "Corporation") is a Florida not-
for-profit corporation formed in October, 1994 for the purpose of acting as lessor under
leases with the School Board. The sole member of the Corporation is the School Board.
Upon dissolution, all of its assets will be distributed to the School Board. The Board of
Directors of the Corporation consists of the members of the School Board and its officers
are School Board members and employees.

There is no litigation pending against the Corporation.

Pursuant to the Assignments, the Corporation has made absolute and
unconditional assignments of substantially all its right, title and interest under the Series
2007B Leases to the Trustee, retaining its rights to indemnification, its right to hold title
to the Series 2007B Facilities, and to receive notices under the Master Lease. In
accordance therewith, the Trustee collects directly all of the Basic Lease Payments which
are the primary source of and security for payment of the Series 2007B Certificates. The
credit of the Corporation is not material to any of the transactions contemplated in this
Remarketing Circular. No financial information concerning the Corporation has been
included herein, nor is it contemplated that any such financial information will be
included in any future Remarketing Circular relating to the sale of any Additional
Certificates or other obligations of the School Board or the Corporation.

THE DISTRICT
General

The District is the thirteenth largest in the United States and the fifth largest in
Florida as measured by student enrollment. The geographic boundaries of the District are
coterminous with those of Palm Beach County, Florida (the "County"). The County,
established in 1909, had a 2007 population of 1,294,705. It is the third largest county in
Florida with a land area of approximately 2,023 square miles. The District services the
unincorporated areas of the County and all 38 municipalities within the boundaries of the
County, including the municipalities of Palm Beach, West Palm Beach, Lake Worth,
Delray Beach and Boca Raton.

As of June 30, 2007 the District consisted of 175 schools, approximately 169,500
full time-equivalent ("FTE") students and 20,349 full time employees, including
approximately 13,989 teaching staff. Management of the schools is independent of the
County and the various municipal governments in the County. The Tax Collector of
Palm Beach County, Florida (the "County Tax Collector") collects the ad valorem school
tax for the District, but the County exercises no control over its expenditures.
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Certain Statistical Information

The following table sets forth certain statistical information about the District.
Statistical and demographic data concerning the County are set forth in Appendix A
hereto.

The School District of Palm Beach County, Florida
General Statistical and Demographic Data

Number of Average
# of Schools Teaching Staff Unweighted Expenditure per
School Year in Operation  at Fiscal Year-End FTE Students"” FTE Student'”

2006-07 175 11,287 169,824 $8,885
2005-06 165 10,779 172,527 8,294
2004-05 161 11,654 172,237 6,356
2003-04 160 10,918 168,011 5,951
2002-03 156 10,424 162,591 5,740

Source: The School District of Palm Beach County, Florida.

(1)  Unweighted, as of the fourth FEFP (Florida Education Finance Program)
calculation.
(2)  Excludes outgoing transfers.

Growth Projections for FTE

The Full-Time Equivalent (FTE) Enrollment for School Years 2002-03 through
2006-07 were/are as follows:
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School District of Palm Beach County, Florida
Profile of Enrollments
Unweighted Full-Time Equivalent Students
2002-03 - 2006-07

1

2006-07%  2005-06® 2004-05® 2003-04? 2002-03%

Grades K-3 42,694 43,570 33,997 33,212 32,226
Grades 4-8 60,453 61,539 47,518 46,024 43,155
Grades 9-12 43,712 43,134 35,792 33,699 32,047
Exceptional Ed. 1,479 1,635* 33,863 33,101 31,975
Vocational Ed. 5,637 6,063 5,958 5,692 7,728
At Risk Programs 15,500 16,586 15,946 15.861 15,300
Total 169.475 172,527 173,074 167,589  162.431
Percentage Change (1.77)% (:32)% 3.27% 3.18% N/A

(1)  Enrollments are calculated on a full-time equivalent student basis for the number
of students in grades kindergarten through twelve for the regular school term. A
full-time equivalent (FTE) student is defined as equal to not less than 900 net
hours of instruction time for grades 4-12 and not less than 720 net hours of
instruction time for K-3.

(2)  Figures as of third FEFP (Florida Education Finance Program) calculation.

(3)  Figures as of fourth FEFP (Florida Education Finance Program) calculation

* In Fiscal Year 2006, the Florida Department of Education changed the definition
of "Exceptional" or ESE to include only support level IV and V. Support levels I
through III are now included within the basic education programs.

The School Board

The School Board is a public corporation existing under the laws of the State of
Florida, particularly Chapter 1001, Florida Statutes, and is the governing body of the
District. The School Board consists of seven members elected from single member
districts for overlapping four-year terms. The principal office of the School Board is
located in West Palm Beach, Florida.

Under existing statutes, the School Board's duties and powers include, but are not
limited to, the acquisition, maintenance and disposition of school property within the
District; the development and adoption of a school program for the District; the
establishment, organization and operation of schools, including vocational and evening
schools, and programs for gifted students and handicapped students, including students in
residential care facilities; the appointment, compensation, promotion, suspension and
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dismissal of employees; the establishment of courses of study and the provision of
adequate instructional aids; and the establishment of a system to transport students to
school or school-related activities.

The School Board also has broad financial responsibilities, including the approval
of the annual budget, adoption of the school tax levy and the establishment of a system of
accounting and budgetary controls. The annual budget and accounting reports must be
filed with the State of Florida Department of Education.

The Chairman of the School Board is elected by the members of the School Board
annually.

The Superintendent of Schools is the ex-officio Secretary of the School Board.
The Superintendent of Schools

The chief executive officer of the District is the Superintendent of Schools (the
"Superintendent"). The Superintendent is appointed by, and serves at the discretion of,
the School Board and serves pursuant to negotiated contract. The Superintendent
oversees operations of the school system, makes policy recommendations to the School
Board and performs the duties assigned by law and the regulations of the State of Florida
Department of Education.

The Superintendent prepares the annual budget for approval by the School Board,
recommends the tax levy based upon needs illustrated by the budget, recommends debt
issuance and borrowing plans of the District when necessary, provides recommendations
for the investment of District funds and keeps records with respect to all funds and
financial transactions of the District.

Biographical Information for Certain Administrators

Biographical descriptions of certain key members of the District's staff are as
follows:

Dr. Art Johnson accepted the responsibilities of Superintendent of Schools on
March 28, 2001. Dr. Johnson, a lifelong educator, began his career as an elementary
school teacher and later served as a principal at both the elementary and secondary levels.
Dr. Johnson received his bachelor's degree from the University of South Florida. He
received his master's degree and doctorate from Florida State University.

Joseph Moore, Chief Operating Officer, joined the District in February of 2001.
Mr. Moore brings over twenty years of financial management experience to the District,
having served in progressively more responsible positions with the South Florida Water
Management District including the position of CFO, prior to joining the District. He has
a Public Administration degree from Florida Atlantic University.
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Leanne Evans, Treasurer, joined the District in February 1997 with six years of
cash management experience in private industry. Ms. Evans graduated from Florida
Atlantic University with a Bachelor of Business Administration in Finance and a
Bachelor of Science in International Business. In addition, Ms. Evans has qualified for
the Certified Treasury Manager credential in Treasury Management.

Michael Burke, Chief Financial Officer, joined the District in April 1998. Mr.
Burke brings eight years of experience with the Broward County Public Schools Budget
Office. He received his Bachelor's Degree in Finance from Florida State University and a
Master's Degree in Public Administration from Florida Atlantic University.

Joseph Sanches, Chief of Facilities Management, joined the District in April
2002. Mr. Sanches brings over 18 years of experience in the private sector managing
major capital improvement programs for governmental agencies in New York, New
Jersey, Atlanta and the U.S. Virgin Islands. He received his bachelor's degree in
Construction Management from Pratt Institute and his MBA from the City University of
New York.

Full Time School Personnel

The full time professional staff of the District includes supervisors, analysts,
specialists, administrators and instructional personnel. Other personnel include teachers'
aides, clerks and secretaries, bus drivers, cafeteria personnel, custodial and maintenance
workers, mechanics and warehousemen. The total number of full time staff as of the Fall
2006 was 20,349, the largest number of employees of any one employer in the County.

Employee Relations

Approximately 53% of all employees of the District are represented by the Palm
Beach County Classroom Teachers Association ("CTA"), which is affiliated with Florida
Education Association-United.  Another 33% are represented by non-instructional
collective bargaining agents.
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As of the Fall 2006, the School Board employed 20,349 full time persons
representing the following groups:

Instructional 13,989
School and District Administrators 673
Clerical, Police, Secretarial, Professional Staff 2,486
Bus, Custodial, Maintenance and Mechanics 3.201
Total 20,349

Union members include both instructional and non-instructional personnel.
Current union contracts expire as follows:

Teachers June 30, 2008

Clerical December 31, 2008

Bus, Custodial, Maintenance and Mechanics June 30, 2008

Police December 31, 2008
Accreditation

All public schools of the District are fully accredited by the State of Florida and by
the Southern Association of Colleges and Schools.

Budget Process

The Superintendent, with input from his staff, principals and interested community
groups, prepares and submits to the School Board a recommended budget. The School
Board adopts the recommended budget, with such modifications as it deems necessary, as
the tentative budget for the District. After public hearings on the tentative budget, the
School Board adopts a final budget and forwards it to the State of Florida Department of
Education. When approved by the State of Florida Department of Education, the final
budget is designated as the official budget and governs the general operations for the
Fiscal Year, unless subsequently amended by the School Board. The final budget for the
Fiscal Year ending June 30, 2008 was adopted at a public hearing held on September 5,
2007. Revisions may be made to the adopted budget in accordance with Florida law.

Capital Improvement Program

The School Board requires the development of a continuous five-year Capital
Improvement Program (the "CIP"). In each year, the CIP is reviewed and revised as
necessary to reflect the District's long range capital construction program, additions to the
capital construction program resulting from accelerated student enrollment growth and
improvements and additions to non-school sites. An annual update of the CIP provides,
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upon approval by the School Board, a continuous five-year program. The most recent
annual update of the CIP occurred in September 2007.

REVENUE, FINANCIAL RESULTS AND LIABILITIES OF THE DISTRICT

The following briefly describes revenues available to the District for operating and
capital purposes, financial results of the District and certain District liabilities. For
additional information concerning such matters see "APPENDIX B - BASIC
FINANCIAL STATEMENTS OF THE SCHOOL BOARD OF PALM BEACH
COUNTY, FLORIDA FOR THE FISCAL YEAR ENDED JUNE 30, 2007." The
unaudited Superintendent's Annual Financial Report was not available for inclusion in
this Offering Statement as of its date.

Operating Revenues of the District

The District derives its operating income from a variety of federal, state and local
sources. Although Section 1013.15(2)(a), Florida Statutes, provides that Operational
Funds may be specifically authorized by the School Board to make lease payments on
multiple-year leases, the School Board has not previously authorized the used of
Operating Funds to make Lease Payments. In addition, other restrictions applicable to
the use of Operating Funds may conflict with the use of Operating Funds by the School
Board to make Lease Payments under said Section 1013.15(2)(a) and there can be no
assurance that such Funds would be available to the School Board to make Lease
Payments in the case of such conflicts. The major categories of these income sources for
the Operating Funds are briefly described below. Prospective purchasers should assume
that Operating Funds will not be available to make Lease Payments and that such
payments will be made solely from capital outlay funds. See "REVENUE, FINANCIAL
RESULTS AND LIABILITIES OF THE DISTRICT - District Revenues for Capital
Projects."

State Sources

Florida Educational Finance Program. The major portion of State support is
distributed under the provisions of the Florida Education Finance Program (FEFP), which
was enacted by the State Legislature in 1973. Basic FEFP funds are provided on a
weighted full-time equivalent student ("FTE") basis and through a formula that takes into
account: (i) varying program costs; (i1) cost differentials between districts; (iii)
differences in per-student costs due to the density of student population; and (iv) the
required level of local support. Program cost factors are determined by the State
Legislature. The amount of FEFP funds disbursed by the State is adjusted four times
during each year to reflect changes in FTE and in variables comprising the formula.
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To participate in FEFP funding, the District must levy a minimum millage for
operating purposes which is set by the State of Florida Department of Education.

The FEFP revenues received by the District for Fiscal Year 2004-05 were
$247,463,288, $206,886,697 in Fiscal Year 2005-06 and $122,446,502 in Fiscal Year
2006-07. The $84 million decrease in State FEFP revenue between Fiscal Year 2005-06
and Fiscal Year 2006-07 results from the significant increase in property values in the
District lessening the amount needed from State funding for the District's base student
allocation. The District is budgeting $152,645,893 in FEFP revenues for Fiscal Year
2007-08.

State Lottery Revenues. A portion of the revenues generated from the state lottery
is distributed to each Florida school district. The District received $10,210,495 lottery
revenues for Fiscal Year 2004-05, $8,880,754 lottery revenues for Fiscal Year 2005-06
and $7,072,291 lottery revenues for Fiscal Year 2006-07. The District is budgeting
$6,936,275 of lottery revenues for Fiscal Year 2007-08.

State Categorical Programs. These are special educational program lump-sum
appropriations which supplement local school district revenues in order to enhance
educational and support services. Among the categorical programs for which the largest
appropriations are made are Instructional Materials, Transportation and Class Size
Reduction.  Allocations for these categorical appropriations are based on funding
formulas. The majority of funds available therefrom require actual appropriation by the
School Board for the purposes for which they were provided. The number and amount of
categorical program allocations have been limited in recent years in an attempt to shift
fiscal decision making from the State to school boards at the local level. The State also
created a Discretionary District Lottery Fund which districts may use to fund programs
deemed appropriate for such funding by the School Board.

Total state revenues from State Categorical Programs for the District's operations
were $121,202,782 for Fiscal Year 2004-05, $155,205,854 for Fiscal Year 2005-06,
$193,324,721 for Fiscal Year 2006-07 and are projected to be $230,867,670 in Fiscal
Year 2007-08.

Local Sources

Ad Valorem Taxes. Local revenue for District operating support is derived almost
entirely from ad valorem real and tangible personal property taxes. In addition, the
District earns interest on cash invested and collects other miscellaneous revenues.

The Florida Constitution limits the non-voted millage rate that school boards may
levy on an annual basis for operational funds to 10 mills ($10 per $1,000 of taxable real
and personal property value). Chapter 1011, Florida Statutes, as amended, further limits
the millage levy for operational purposes to an amount established each year by the State
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appropriations act and finally certified by the Commissioner of the State of Florida
Department of Education. Within this operational limit, each school district desiring to
participate in the State's appropriation of FEFP funds for current operations must levy the
millage certified by the Commissioner of the State of Florida Department of Education as
the "required local effort," which is set each year by the State Legislature. In addition to
the "required local effort," school districts are entitled to a non-voted current operating
discretionary millage. Moreover, the 1994 State Legislature authorized school districts to
levy not to exceed .25 mills for operating purposes designed to raise up to but not more
than $100 (an increase from $50 in 2005) per full-time equivalent student. For districts
that cannot raise $100 per student from the .25 mills, the State will provide the difference.
For Fiscal Years ended June 30, 2006 and 2007 the District levied 5.884 mills and 5.712
mills, respectively, under this provision. For Fiscal Year ending June 30, 2008 the
District is levying 5.356 mills under this provision. See "REVENUE, FINANCIAL
RESULTS AND LIABILITIES OF THE DISTRICT - District Revenues for Capital
Projects - Local Capital Outlay Sources."

Budgeted revenues from ad valorem taxes are based on applying millage levies to
95 percent of the non-exempt assessed valuation of real and personal property within the
County. See "REVENUE, FINANCIAL RESULTS AND LIABILITIES OF THE
DISTRICT - Ad Valorem Tax Procedures" below.

Federal Sources

The District receives certain federal moneys, both directly and through the State,
substantially all of which are restricted for specific programs. Direct federal revenue
sources were $711,767 in Fiscal Year 2004-05, $726,016 in Fiscal Year 2005-06,
$667,000 in Fiscal Year 2006-07 and are projected to be $663,000 in Fiscal Year
2007-08. Federal funds through the State totaled $3,285,277 in Fiscal Year 2004-05,
$4,002,974 in Fiscal Year 2005-06, $2,967,370 in Fiscal Year 2006-07 and are projected
to be $3,700,000 in Fiscal Year 2007-08. Such funds are not available to make Lease
Payments on the Leases.

District Revenues for Capital Projects

The District derives its revenues for capital projects from certain State and local
sources. The major categories of these revenue sources are briefly described below.

State Sources

PECO. The primary source of State educational funding contributions for the
District's capital outlay requirements is the Florida Public Education Capital Outlay
Program (PECO). The method of allocating funds to the various school districts within
the State is provided by State law based upon a statutory formula, a component of which
is the number of students in the various districts. The State Commissioner of Education
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administers PECO and allocates or reallocates funds as authorized by law. PECO funds
of $9,470,636 were allocated to the District for Fiscal Year 2004-05, $13,853,765 in
Fiscal Year 2005-06, $16,648,728 in Fiscal Year 2006-07. Funding in the amount of
$17,024,577 is budgeted for Fiscal Year 2007-08 based on State projections.

CO&DS Funds. The District receives a portion of the revenues generated by the
State from the sale and renewal of motor vehicle licenses. The distributed revenues are
designated as capital outlay and debt service (CO&DS) funds. CO&DS funds can be
used by the District to make Lease Payments, but only if the facilities being lease-
purchased appear on the project priority list approved by the State Board of Education.
The District received $1,185,021 of CO&DS funds in Fiscal Year 2004-05, $1,188,199 in
Fiscal Year 2005-06, $1,043,974 in Fiscal Year 2006-07 and expects to receive
$1,043,974 of CO&DS funds in Fiscal Year 2007-08.

State Indebtedness on Behalf of the District

Capital Outlay Bonds. The State of Florida Board of Education Capital Outlay
Bonds are serviced entirely by the State using a portion of the District's share of revenue
derived from automobile registrations. The annual sinking fund requirements are
determined by the State Board of Administration and amounts necessary to retire bonds
and pay interest are withheld from amounts due to the District. At June 30, 2007,
amounts withheld and in the custody of the State totaled $5,686,872.

Local Capital Outlay Sources

The Local Option Capital Outlay Millage Levy. In addition to the millage levies
for operating purposes, school boards may set an additional non-voted millage known as
the "Local Option Millage Levy" for capital outlay and maintenance purposes. This levy
may be up to 2.0 mills for new construction and remodeling; site acquisition and site
improvement; auxiliary or ancillary facilities; maintenance, renovation, and repair of
existing school plants; school bus purchases; and amounts payable pursuant to lease
purchase agreements for educational facilities and sites. Payments pursuant to lease
purchase agreements for educational facilities and sites are authorized in an amount not
to exceed three-fourths (75%) the proceeds of the millage actually levied, which may not
exceed 2.0 mills. The District has assessed a capital outlay and maintenance levy of 2.0
mills in Fiscal Year 2007-2008 and 2.0 mills for each of the past ten Fiscal Years. The
Local Option Millage Levy is expected to constitute the primary source of funds to make
lease payments in respect of the Series 2007B Certificates. The District is not required to
levy any millage for capital outlay purposes in the future. Since revenues from the levy
of the Capital Outlay Millage may be used for, but are not pledged to, the payment of
Basic Lease Payments under the Leases, the failure of the District to levy all or a portion
of the Capital Outlay Millage would have an adverse effect on available revenues from
which the School Board may appropriate funds to make Basic Lease Payments.

68



The table below sets forth the millage levy that would provide 1.00x coverage of
the maximum annual payments represented by the Prior Certificates and the Series 2007B
Certificates, assuming a 95% collection of the taxes levied.

Anticipated Capital Outlay Millage Levy Required
to Cover Certificate Payments

Fiscal Year

2007-08
Net Taxable Assessed Valuation (2007) $17O,229,136,344(1)
Funds Generated from Local Option Capital Outlay Millage
which are Available to Make Lease Payments $242,576,519
Maximum Annual Lease Payments Represented by the
Prior Certificates and the Series 2007B Certificates $149,740,333(2)
Minimum Millage Levy Used to Produce 1.00x Coverage
of Maximum Annual Lease Payments represented by the
Prior Certificates and the Series 2007B Certificates 0.92 mills®
Millage Levy Legally Required to Produce 1.00x Coverage
of Maximum Annual Lease Payments represented by the
Prior Certificates and the Series 2007B Certificates 1.23 mills"®

Source: The School District of Palm Beach County, Florida.

(1)  Rounded. This number calculated using 95% of the net taxable assessed valuation
and assuming only 75% of the Local Option Capital Outlay Millage levy is
available to make payments represented by the Prior Certificates and the Series
2007B Certificates.

(2)  Assumes that (i) the Series 2002B Certificates bear interest at 4.53%, (ii) the
Series 2003B Certificates bear interest at 4.19% and (i1) the Series 2007B
Certificates bear interest at the rate set forth on the cover page through the
mandatory tender date of August 1, 2011 and at an all-in interest cost of 4.255%
for the period thereafter.

Financial Results

The financial and accounting procedures of the District are designed to conform
with accounting principles generally accepted in the United States of America as applied
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to governmental units. The District's financial statements include the government-wide
financial statements and the fund financial statements. The government-wide financial
statements display information about the District as a whole, while the fund financial
statements report detailed information about the District. The government-wide financial
statements use the accrual basis of accounting, whereby revenues are recognized when
earned and expenses are recognized when incurred. The governmental funds use the
modified accrual basis of accounting, whereby revenues are recognized when they
become available and measurable and expenditures are recorded in the accounting period
in which the liability is incurred. However, exceptions include the amount of unmatured
principal and interest on general long term debt and compensated absences which are
recognized when due. Proprietary and fiduciary funds also use the accrual basis of
accounting.

General Fund Revenue Sources

The following table sets forth general fund revenue sources for the past five
complete fiscal years.

The School District of Palm Beach County, Florida
General Fund Revenue Sources”
Fiscal Year

Ended Federal State Local Total
June 30 Funds® Funds Funds Revenue
2007 $4,595,000 $353,121,000 $941,534,000 $1,299,250,000
2006 4,729,000 403,796,000 789,327,000 1,197,852,000
2005 3,997,000 410,760,000 705,112,000 1,119,869,000
2004 4,025,000 410,000,000 632,863,000 1,047,271,000
2003 5,200,000 377,600,000 579,400,000 962,200,000

Source: The School District of Palm Beach County, Florida.
(1) Rounded.
(2) Includes direct federal funds and federal funds received through the State.
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General Fund Operations

The following table summarizes results of operations for the general fund and
capital projects fund of the District for the Fiscal Years ended June 30, 2004 through
June 30, 2007 and budgeted anticipated results of operations for Fiscal Year ending
June 30, 2008.

The School District of Palm Beach County, Florida
Summary of General Fund Revenue and Expenditures
(Amount in Millions)

Results of Operations" Budget
2004 2005 2006 2007 2008

Beginning Fund Balance:

Reserved 20.9 20.0 243 $22.5 $23.0

Undesignated 36.3 37.5 39.7 373 23.8

Contingency Reserve 31.6 31.6 29.6 39.4 39.4
Total 82.2 89.1 93.6 $99.2 86.2
Revenues:
Local Sources and Other Financing Sources:

Ad Valorem Taxes 594.8 662.2 739.4 $885.0 $866.0

Interest Income and Other 2.9 7.2 12.7 16.6 14.2

Other Revenue 35.2 479 57.8 39.9 425

Transfers In 33.0 40.2 43.7 43.6 49.0
Total Local Sources and Other Financing

Sources $665.9 $757.5 $853.6 $985.1 $971.7

State Sources:

FL Educ. Finance Pro. & Lottery 305.1 257.7 215.8 117.0 159.6

Categorical Grants 102.0 130.0 155.2 206.1 230.9

Other 32 23.1 32.8 30.0 34.9
Total State sources $ 4103 $ 4108 $ 403.8 $353.1 $425.4
Federal Sources 4.0 4.0 4.7 4.6 4.4
Total Revenues $1,080.2 $1.172.3 $1.262.1 $1.342.8 $1.401.5
Adjustments to Fund Balance -—-- -—--
Total Rev. & Fund Balance $1,162.4 $1,261.4 $1.3557 1,444.4 1.487.7
Expenditures:

Salaries $ 683.8 $ 7247 § 7795 $837.5 $862.7

Employee Benefits 199.5 209.9 225.4 230.4 287.5

Purchased Services 75.8 104.5 1154 123.4 298.1

Other Non-personnel 118.2 128.7 136.2 142.5

Transfer Out 0.0 0.0 0.0 0.0 0.0
Total Expenditures $1.077.2 $1.167.8 $1.256.5 $1.3333.8 $1.448.3
Excess of Revenues Over (Under)
Expenditures 3.0 4.5 5.6 (9.0) (46.8)
Ending Fund Balance:

Reserved for Encumbrances $ 21.2 $§ 57 $ 87 $ 6.2 $ 00

Reserved for Inventory --- 17.4 11.8 10.4 0.0

Reserved for Board Contingency 31.6 29.6 39.4 49.5 39.4

Reserved for Carryover Programs - 1.2 2.0 2.2 0.0

Undesignated 36.3 39.7 373 333 0.0
Total Fund Balance $ 89.1 $§ 936 $§ 992 $ 101.6 $ 394
Total Expenditures & Fund Balance $1,166.3 $1.261.4 $1,355.7 $1.435.4 $1.487.7

Source: (1) Results of operations derived from the Superintendent's Annual Financial Report (Unaudited) of the
School District of Palm Beach County, Florida for the 2004-2006 Fiscal Years and from internal,
unaudited, financial reports of the District for the 2007 Fiscal Year.

(2) Executive Summary of the 2007-2008 Budget.
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The School District of Palm Beach County, Florida
Summary of Capital Projects Fund
(Amount in Millions)

Results of Operations - Budgetary Basis"" Budget®
2004 2005 2006 2007 2008
REVENUES:
Local Sources:

Ad valorem taxes 190.2 215.1 251.4 309.8 3234

Local Sales Tax 54.0 120.4 116.7 114.0

Interest income and other 334 39.1 55.7 60.0 22.0
Total Local Sources $223.6 $308.2 $427.5 486.5 4594
State Sources:

Capital outlay distributed to

District - net 1.0 1.2 1.2 1.0 1.0

Public education capital outlay 13.6 9.5 13.9 0.0 17.0

Other 42.6 8.7 5.5 0.0 13.6
Total State Sources $57.2 $194 $20.6 $1.0 31.6
GAAP Adjustments (25.3) 10.8 17.1 193
TOTAL REVENUES 255.5 338.4 465.2 506.8 491.0
EXPENDITURES:

Facilities acquisition and construction:

Land $§ 175 $ 274 37.4 31.1 53.0

Buildings 631.6 532.5 591.0 638.4 920.3

Improvements 11.9 8.6 10.6 8.8 169.8
Total facilities acquisition & construction $661.0 $548.5 639.0 678.3 1,143.1
Other capital outlay:

Furniture, fixtures and equipment $53.6 $73.9 $80.9 80.2 159.6
Debt Service 2.1 2.5 11.7 13.9 86.7
Less Encumbrances (253.0 (245.9) (209.7) (250.9)

TOTAL EXPENDITURES 463.7 $399.0 $521.9 521.5 1,389.6
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (208.2) (60.6) (56.7) (14.7) (898.6)
OTHER FINANCING SOURCES (USES):
Transfers out (121.0) (127.9) (145.4) (164.2) (212.8)
Proceeds from sale of Capital Assets
and other 0.0 0.0 2.1 1.6

Proceeds from leases 0.0 0.0 0.0

Proceeds from insurance loss recoveries 3.6 15.2 0.2

Proceeds from issuance of

long-term debt 115.8 39.5 229.9 400.7 148.1

Total Other Financing Sources (Uses) (5.2) (84.8) 101.8 238.3 64.7
EXCESS (DEFICIENCY) OF REVENUES

AND OTHER FINANCING SOURCES

OVER (UNDER) EXPENDITURES

AND OTHER FINANCING USES (213.4) (145.4) 45.1 223.6 (963.3)
Beginning Fund Balance (Budget-State)
Beginning Fund Balances (GAAP) 700.7 487.3 341.8 387.0 963.3
Adjustment to fund balance
Ending Fund Balances (GAAP) $487.3 341.9 387.0 610.6 0.0
Source:

(1) Comprehensive Annual Financial Report ("CAFR") of the School District of Palm Beach County for fiscal
years ended June 30, 2004 - 2007.
(2) Executive Summary of the 2007-2008 Budget.
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Constitutional Amendments Related to Class Size Reduction

In the November 5, 2002 general election, the voters of the State of Florida
approved two amendments to the State Constitution that may affect the District's
operations. Amendment 9 to the State Constitution requires that the State Legislature
provide funding for sufficient classrooms so that class sizes can be reduced to certain
constitutional class size maximums by the beginning of the 2010 school year.
Amendment 9 was passed by the Florida Legislature during the 2003 special legislative
session and signed into law on June 9, 2003. Amendment 9 and Section 1003.03, Florida
Statutes, which implements Amendment 9, are referred to herein as the "Class Size
Legislation."

The Class Size Legislation establishes constitutional class size maximums limiting
students per class to no more than 18 for pre-kindergarten through 3rd grade, 22 for
grades 4 through 8 and 25 for grades 9 through 12. These maximums must be
implemented by the beginning of the 2010 school year. School districts that presently
exceed these class size maximums are required to reduce the average number of students
per class in each of these grade groupings by at least two students each year, beginning
with the 2003-2004 fiscal year.

The Class Size Legislation further creates an "Operating Categorical Fund for
Class Size Reduction," the "Classroom for Kids Program," the "District Effort
Recognition Grant Program" and the "Class Size Reduction Lottery Revenue Bond
Program" to provide funding programs for capital outlays and operating expenditures
necessary in relation to these mandated class size reductions.

The Class Size Legislation requires each school board to consider implementing
various policies and methods to meet these constitutional class sizes, including
encouraging dual enrollment courses, encouraging the Florida Virtual School,
maximizing instructional staff, reducing construction costs, using joint-use facilities,
implementing alternative class scheduling, redrawing attendance zones, implementing
evening and multiple sessions and implementing year-round and non-traditional
calendars. Failure to reduce class sizes by at least two students each year until the
constitutional maximum is met may result in transfer of class size reduction operating
funds to fixed capital outlay appropriations, required implementation of year-round
schools, double sessions, extended school year or rezoning, implementation of a state-
mandated constitutional compliance plan or withholding of various State funds.

The District fully complied with Class Size Reduction (CSR) requirements at the
district-wide level in Fiscal Year 2005, Fiscal Year 2006 and Fiscal Year 2008. For the
2006-07 school year (Fiscal Year 2007), CSR compliance was required at the individual
school level. Of the District's 165 traditional school locations, four schools failed to meet
their CSR requirement. In addition, one of the District's forty-two charter schools also
failed to meet CSR.
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In the November 5, 2002, general election, the voters of the State of Florida also
approved Amendment 8 to the State Constitution which provides that every 4-year old
child in the State shall be offered a free, high quality pre-kindergarten learning
opportunity by the State no later than the 2005 school year. In furtherance thereof,
Section 411.012, Florida Statutes, created a voluntary universal pre-kindergarten
education program for four-year olds within the Agency for Workforce Innovation and
directed the State Board of Education to conduct a study and make recommendations for
this education program regarding curriculum and standards, quality of instruction,
delivery system, assessment and evaluation, funding and best practices.

During the 2004-A special session, the Florida Legislature passed House Bill 1-A,
codified in Part V of Chapter 1002, Florida Statutes, which creates a statewide Voluntary
Pre-kindergarten Education Program. House Bill 1-A, as codified in Part V, Chapter
1002, Florida Statutes is referred to herein as the "Pre-K Legislation." Among other
things, the Pre-K Legislation provides eligibility and enrollment requirements, authorizes
parents to enroll their children in a school-year pre-kindergarten ("Pre-K") program
delivered by a private Pre-K provider, a summer program delivered by a public school or
private Pre-K provider or, if offered in a school district that meets class-size reduction
requirements, a school year Pre-K program delivered by a public school. The Pre-K
Legislation also requires school districts to deliver summer Pre-K programs and permits
school districts to deliver school-year Pre-K programs. Additionally, the Pre-K
Legislation appropriates State funds to finance the Pre-K programs and provides the
method for calculating the funds allocated to each Pre-K program provider.

The Pre-K Legislation provides State funding for the Pre-K programs. It is
uncertain what effect implementation of and compliance with the Pre-K Legislation
might have upon the District or the School Board. There can be no assurance that the
Pre-K Legislation and compliance therewith will not adversely affect the District.
Further, there can be no assurance that the District will have funds sufficient to meet the
capital and facility needs of the District required by the Pre-K Legislation or that
compliance therewith will not adversely affect other capital needs and operating costs of
the District, which may have an adverse impact on the District's ability to appropriate
funds for Lease Payments.

Recent Legislative Initiatives Concerning Ad Valorem Taxes

During a special legislative session held between June 12 and June 14, 2007, the
Florida Legislature adopted a property tax plan which could significantly impact ad
valorem tax collections for Florida local governments. One component of the adopted
legislation requires counties, cities and special districts to roll back their millage rates for
the 2007-08 fiscal year to a level that, with certain adjustments and exceptions, will
generate the same level of ad valorem tax revenue as in fiscal year 2006-07; provided,
however, depending upon the relative growth of each local government's own ad valorem
tax revenues from 2001 to 2006, such rolled back millage rates will be determined after
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first reducing 2006-07 ad valorem tax revenues by zero to nine percent (0% to 9%). In
addition, the legislation limits how much the aggregate amount of ad valorem tax
revenues may increase in future fiscal years. School districts are not required to comply
with these particular provisions of the legislation.

On January 29, 2008, in a special election held for such purpose, the requisite
number of voters approved amendments to the State Constitution exempting certain
portions of a property's assessed value from taxation. The following is a brief summary
of certain important provisions contained in the approved amendments:

1. Provides for an additional exemption for the assessed value of homestead
property between $50,000 and $75,000, thus doubling the existing homestead exemption
for property with an assessed value equal to or greater than $75,000. This exemption
does not apply to school district taxes.

2. Permits owners of homestead property to transfer up to $500,000 of their
"Save Our Homes" benefit to a new homestead property purchased within two years of
the sale of their previous homestead property to which such benefit applied if the just
value of the new homestead is greater than or equal to the just value of the prior
homestead. If the just value of the new homestead is less than the just value of the prior
homestead, then owners of homestead property may transfer a proportional amount of
their "Save Our Homes" benefit, such proportional amount equaling the just value of the
new homestead divided by the just value of the prior homestead multiplied by the
assessed value of the prior homestead. The Save Our Homes amendment generally limits
annual increases in ad valorem tax assessments for those properties with homestead
exemptions to the lesser of three percent (3%) or the annual rate of inflation. This
exemption applies to all taxes, including school district taxes.

3. Exempts from ad valorem taxation $25,000 of the assessed value of
property subject to tangible personal property tax. This exemption applies to all taxes,
including school district taxes.

4. Limits increases in the assessed value of non-homestead property to 10%
per year, subject to certain adjustments. The cap on increases would be in effect for a 10
year period, subject to extension by an affirmative vote of electors. This limitation does
not apply to school district taxes.

The amendments are effective for the 2008 tax year (2008-09 fiscal year for local
governments). Certain members of the Florida Legislature have publicly indicated that
they will seek to replace the ad valorem revenues lost by school districts with other
revenue sources but no formal action has been taken and no replacement source of
revenues has been identified. Moreover, even if the Florida Legislature provides a
replacement source of revenues, there is no assurance that such replacement revenues
will be legally available to make Lease Payments under the Master Lease. At this time, it
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is impossible to estimate with any certainty the level of impact that the constitutional
amendments will have on the District, but the impact could be substantial.

Ad Valorem Tax Procedures, Assessed Valuations and Collections

General. Ad valorem taxes may be levied only by counties, school districts,
municipalities and certain special districts. No ad valorem taxes may be levied by the
State upon real estate or tangible personal property. Real and personal property valuation
is determined as of January 1 by the County Property Appraiser. Except as noted below,
all taxable real and tangible personal property must be assessed at 100 percent of fair
market value.

The following uses of real property are generally exempt from ad valorem
taxation; religious, educational, charitable, scientific, literary and governmental. In
addition, there are special exemptions for widows, hospitals, homesteads and homes for
the aged and disabled veterans. The "homestead exemption" exempts from taxation the
first $25,000 of the assessed valuation of a residence occupied by the owner on a
permanent basis, as of January 1 of the year of valuation. Agricultural land,
noncommercial recreational land, inventory and livestock are assessed at less than 100
percent of fair market value.

Constitutional Amendment. By voter referendum held on November 3, 1992,
Article VII, Section 4 of the Florida Constitution was amended by adding thereto a
subsection which, in effect, limits the increases in assessed just value of homestead
property to the lesser of: (1) three percent of the assessment for the prior year; or (2) the
percentage change in the Consumer Price Index for all urban consumers, U.S. City
Average, all items 1967=100, or successor reports for the preceding calendar year as
initially reported by the United States Department of Labor, Bureau of Labor Statistics.
Further, the amendment provides that: (1) no assessment shall exceed just value; (2) after
any change of ownership of homestead property or upon termination of homestead status
such property shall be reassessed at just value as of January 1 of the year following the
year of sale or change of status; (3) new homestead property shall be assessed at just
value as of January 1 of the year following the establishment of the homestead; and (4)
changes, additions, reductions or improvements to homestead shall initially be assessed
as provided for by general law, and thereafter as provided in the amendment. The
amendment became effective commencing January 1, 1995. Because of the offsetting
impact of new residential construction within the County on assessed just value of
homestead property, the amount of the adverse impact of such amendment on the
collection of ad valorem taxes cannot be accurately ascertained.

In the November 7, 2006 general election, the voters of Florida approved
Amendments 6 and 7 to the State Constitution, which provide for an increase in the
homestead (ad valorem tax) exemption to $50,000 from $25,000 for certain low-income
seniors effective February 1, 2007 and provide a discount from the amount of ad valorem
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taxes for certain permanently disabled veterans effective December 7, 2006, respectively.
The extent to which these amendments may effect the ad valorem tax collections of the
District in future years is not currently known.

Procedure for Ad Valorem Tax Collections. All real and tangible personal
property taxes are due and payable on November 1 of each year or as soon thereafter as
the assessment roll is certified and delivered to the County Tax Collector based on the
valuation as of January 1 of such year. On or about November 1 of the year of valuation,
the County Tax Collector mails to each property owner on the assessment roll a notice of
taxes levied by the County, the District and other taxing authorities. Taxes may be paid
upon receipt of such notice with discounts at the rate of four percent if paid in the month
of November, three percent if paid in the month of December, two percent if paid in the
month of January and one percent if paid in the month of February. Taxes paid during
the month of March are without discount. All unpaid taxes on real and tangible personal
property become delinquent on April 1 of the year following the year in which taxes were
levied or within sixty days after the mailing of the original tax notice of the final
assessment rate, whichever is later. All taxes collected are remitted by the County Tax
Collector to the governmental unit levying the taxes.

Delinquent real property taxes bear interest at the rate of one and one-half percent
(1 1/2%) per month from April 1, or within sixty (60) days after the mailing of the
original tax notice of the final assessment rate, whichever is later, until a tax certificate is
sold at auction, from which time the interest rate shall be as bid by the buyer of the tax
certificate. Delinquent tangible personal property taxes also bear interest at the rate of
one and one-half percent (1 1/2%) per month from April 1 until paid. Tax certificates for
delinquent personal property taxes must be advertised within forty-five (45) days after
delinquency, and after May 1 the property is subject to warrant, levy, seizure and sale.

Florida law provides that real property tax liens and personal property tax liens are
superior to all other liens, except prior United States Internal Revenue Service liens. The
County Tax Collector advertises once each week for four weeks and sells tax certificates
to the lowest bidder, based on the interest rate bid, commencing on or about June 1 of
each year on substantially all real property with taxes due. Tax certificates not sold at
auction revert to the County.

If the owner of real property subject to a tax certificate does not redeem the
certificate within two years, the holder of the certificate is entitled to apply for a tax deed
of sale. The highest bidder at such sale receives a tax deed for the property subject to the
tax certificate. To redeem a tax certificate, the owner of the property must pay all
delinquent taxes, the interest that accrued prior to the date of the sale of the tax
certificate, charges incurred in connection with the sale of the tax certificate, omitted
taxes, if any, and interest at the rate bid on the tax certificate from the date of the sale of
the tax certificate to the date of redemption. The interest rate on a tax certificate is a
minimum of five percent, unless the interest bid on the certificate is a lower rate.
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The following table sets forth the percentage of taxable value to total assessed
value for each of the past five years.

The School District of Palm Beach County, Florida
Assessed Value of Taxable Property
(in thousands)

Fiscal Year QGross Assessed Total Taxable Value for % Taxable to Total
Ended June 30, Value Operating Millages Assessed Value
2006 $232.872.,481 $161,252,193 69.25%
2005 180,740,112 130,559,912 72.24
2004 149,439,019 111,489,843 74.61
2003 129,350,607 98,725,684 76.34
Source: The School District of Palm Beach County, Florida Comprehensive Annual

Financial Report for the Fiscal Year Ending June 30, 2006.

(1)  Assessed value equals 100% of estimated value.
(2)  Prior to adjustments on appeals from taxpayers.
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The following table sets forth millage rates for the District for Fiscal Year 2007-08
and for the last four Fiscal Years.

The School District of Palm Beach County, Florida
Historical Tax Rates
(in millions)

Fiscal Year

Ending
Fiscal Year Ended June 30 June 30
2004 2005 2006 2007 2008
General Fund
District School Tax:
State - Required Local Effort 5.652 5.5660 5.2300 5.0890 4.7430
Local - Discretionary 0.599 0.5920 0.6540 0.6230 0.6130
Sub-total 6.251 6.1580 5.8840 5.7120 5.3560
Capital Projects Funds
Local Option Capital Outlay
Millage 2.000 2.000 2.0000 2.0000 2.0000
Sub-total 8.251 8.158 7.8840 7.7120 7.3560
Debt Service - Interest and
Sinking Funds 0.320 0.274 0.2220 0.1600 0.0000
TOTAL MILLAGE LEVY 8.571 8.432 8.1060 7.8720 7.3560

Source: The School District of Palm Beach County, Florida.
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The School District of Palm Beach County
Tax Levies and Tax Collections
(in thousands)
% of Current

Tax Collected
Fiscal Year Property Current Total to Property
Ended June 30, Taxes Levied Tax Collections Tax Collections Taxes Levied
2007 $921,630 $853,088 $853,632 92.56%
2006 768,215 721,060 721,979 93.86
2005 686,554 648,455 649,530 94 .45
2004 617,134 580,619 581,884 94.08
2003 568,839 532,720 533,822 93.65
2002 521,365 489,176 490,811 93.83
2001 467,900 425,422 439,243 90.92

Source:  The School District of Palm Beach County, Florida Comprehensive Annual
Financial Report for the Fiscal Year Ended June 30, 2006.

Palm Beach County, Florida
Ten Largest Taxpayers
For the Fiscal Year Ending September 30, 2006
(In Thousands)

(Rounded)
Percentage of
Taxpayer Taxes Paid Total Taxes Levied

Florida Power & Light $24,269 2.96%
BellSouth Telecommunications 10,251 1.23
Town Center 5,533 0.66
U.S. Sugar Corporation 5,296 0.64
Panthers BRHC LTD 4,482 0.54
Breakers Palm Beach, Inc. 4,379 0.53
Lawrence L. Landry 3,999 0.48
James H. Batmasian 3,483 0.42
TJ Palm Beach Assoc LTD 3,260 0.39
Okeelanta Co 3.185 0.38

Total of Top 10 $68.497 5.30%

Total Taxes Levied $831,871
Source: Palm Beach County, Florida Comprehensive Annual Financial Report for

the Fiscal Year Ending September 30, 2006.
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Liabilities

Long Term Debt. The following tables detail the outstanding indebtedness of the
District and the County (the boundaries of which are coterminous with the District).
Additionally, valuation and debt ratios for the District are provided herein.

Selected Financial Information of
The School District of Palm Beach County, Florida
and Palm Beach County, Florida
Direct and Overlapping Long-Term Debt Statement (in thousands)

General Non-Self Supporting
Obligation Revenue Debt"”

DIRECT DEBT (As of June 30, 2007)
State of Florida
State Board of Education Capital

Outlay Bonds, Series 1998-A 115
State Board of Education Capital

Outlay Bonds, Series 1999-A 1,990
State Board of Education Capital

Outlay Bonds, Series 2000-A 225
State Board of Education Capital

Outlay Bonds, Series 2002A 2,440
State Board of Education Capital

Outlay Bonds, Series 2002B 5,355
State Board of Education Capital

Outlay Bonds, Series 2003A 5,550
State Board of Education Capital

Outlay Bonds, Series 2005-A 20,245
State Board of Education Capital

Outlay Bonds, Series 2005-B 2,660
District Bonds
General Obligation Refunding Bonds,

Series 2002 $21,665
General Obligation Refunding Bonds,

Series 2002A 6.100

TOTAL DIRECT DEBT $27,765 $38,580

Source: School District of Palm Beach County, Florida.
(1) Bonds are issued by the State of Florida on behalf of the District. Funds for debt service payment are

withheld by the State from the District's allocation of Motor Vehicle License Fees which are a non-
operating fund source.
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Selected Financial Information of
The School District of Palm Beach County, Florida
and Palm Beach County, Florida
Direct and Overlapping Long-Term Debt Statement (in thousands)

(continued)
Business-Type
Governmental Activities Activities
General Non-Ad Valorem

OVERLAPPING DEBT (COUNTY) Obligation Revenue Bonds Revenue Bonds
Total General Obligations Bonds $336,020
Total Non-Ad Valorem Revenue Bonds $634,471
Total Revenue Bonds $506.425
TOTAL COUNTY DIRECT DEBT $336,020 634,471 506,425
TOTAL DISTRICT DEBT" $ 27,765 $ 38,580
TOTAL DIRECT AND OVERLAPPING DEBT $363,785 $676,851 $506,425

Source: Palm Beach County, Florida Comprehensive Annual Financial Report for the Fiscal Year Ended
September 30, 2006 and The School District of Palm Beach County, Florida Comprehensive Annual
Financial Report for the Fiscal Year Ended June 30, 2007.

(1) From prior page.

[Remainder of Page Intentionally Left Blank]

82



Palm Beach County, Florida
Comparative Ratios of Bonded Debt
To Taxable Assessed Valuation and

Per Capita Indebtedness

(Rounded)
1. Population (2007) 1,294,705
2. Net Taxable Valuation (2007) $170,229,136,344"
3. Direct General Obligation Debt $336,020,000
a) As a Percent of Taxable Valuation 0.14%
b) Per Capita $260
4. Direct and Overlapping General Obligation Debt $402,365,000
a) As a percent of Taxable Valuation 0.17%
b) Per Capita $311
5. Direct Non-Ad Valorem Revenue Bonds and
Direct General Obligation Debt $918,356,000
a) As a percent of Taxable Valuation 0.539%
b) Per Capita $714.80
6. Direct and Overlapping General Obligation and
Non-Ad Valorem Revenue Bonds $946,121,000
a) As a percent of Taxable Valuation 0.556%
b) Per Capita $736.41
(1)  Rounded. Prior to adjustments on appeals from taxpayers.

Sources: The School District of Palm Beach County, Florida Comprehensive Annual
Financial Report for the Fiscal Year Ended June 30, 2007 and Palm Beach
County, Florida Comprehensive Annual Financial Report for the Fiscal Year

Ended September 30, 2006.

Obligations Under Unrelated Lease Purchase Agreements.

The School Board

may, in the future, enter into lease purchase agreements upon terms and conditions other
than those in the Master Lease. Unless otherwise expressly provided in this Offering
Statement, failure to make payments under any such lease purchase agreements, or an
event of default under any such lease purchase agreement, will not affect the Lease Term
or cause the termination of the Series 2007E Leases or any other Leases.
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Florida Retirement System. The State has established the State of Florida
Retirement System ("FRS") for state, county, municipal and school district employees.
All employees hired after 1970, and those employed prior to 1970 who elected to be
enrolled, are covered by the FRS. Accordingly, substantially all employees of the
District are covered by the FRS. The Division of Retirement, Department of
Administration of the State of Florida administers the FRS. Contribution rates are
established by law for all participating governmental units. State law provides that
employers, such as the District, are obligated to contribute 8.69% of the salary of regular
members, 15.37% of the salary of School Board members, and 19.76% of the salary of
special risk members. For the Fiscal Year ended June 30, 2007, the District contributed
$91,242,021 for employees of all funds.

Employees hired prior to 1970 and not electing to enroll in the FRS may be
covered by alternate contributory plans, principally the Teachers' Retirement System Plan
E, administered by the FRS. State law requires the District to contribute 11.35% of the
earnable compensation of members to these plans. The District's contribution for the
Fiscal Year ended June 30, 2007, was $87,765.

Other Post Employment Benefit Program. In addition to its contributions under
the State's retirement plan described above, the District provides other postemployment
benefits ("OPEB") for certain of its retired employees in the form of an implicit rate
subsidy by providing access to health insurance plans requiring the use of a single
"blended" or "common" rate for both active and retired employees. The offering of this
health insurance coverage is required by Section 112.0801, Florida Statutes.

As with all governmental entities providing similar plans, the District will be
required to comply with the Governmental Accounting Standard's Board Statement No.
45 - Accounting and Financial Reporting by Employers for Postemployment Benefit
Plans other than Pension Plans ("GASB 45") no later than its fiscal year ending June 30,
2008. The District has historically accounted for its OPEB contributions on a pay as you
go basis. GASB 45 applies accounting methodology similar to that used for pension
liabilities to OPEB and attempts to more fully reveal the costs of employment by
requiring governmental units to include future OPEB costs in their financial statements.
While GASB 45 requires recognition and disclosure of the unfunded OPEB liability,
there is no requirement that the liability of such plan be funded. The District has retained
an actuary to review the District's OPEB liabilities and provide the District with a written
valuation. A draft report was received on March 2, 2007 and the District is currently
analyzing the data to determine if the appropriate assumptions were used. Once the
review has been completed, the final report will be forwarded to the School Board for
approval.

While the District does not know at this time what its OPEB liabilities will be in
connection with GASB 45 compliance in the future or how much of the annual required
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contribution accrued liabilities it will need to budget in future years, it expects its OPEB
liability to be manageable within its normal budgeting process.

Investments. At September 30, 2007, the School Board had $311,133,557
invested in the State Board of Administration's Local Government Surplus Funds Trust
Fund Investment Pool (Pool). On November 29, 2007, the State Board of Administration
implemented a temporary freeze on the assets held in the Pool due to an unprecedented
amount of withdrawals from the Fund coupled with the absence of market liquidity for
certain securities within the Pool. The significant amount of withdrawals followed
reports that the Pool held asset-backed commercial paper that was subject to sub prime
mortgage risk. On December 4, 2007, based on recommendations from an outside
financial advisor, the State Board of Administration restructured the Pool into two
separate pools. Pool A consisted of all money market appropriate assets, which was
approximately $12 billion or 86% of Pool assets. Pool B consisted of assets that either
defaulted on a payment, paid more slowly than expected, and/or had any significant
credit and liquidity risk, which was approximately $2 billion or 14% of Pool assets. At
the time of the restructuring, all current pool participants had their existing balances
proportionately allocated into Pool A and Pool B.

Currently, Pool A participants may withdraw 37% of their balance or $4 million,
whichever is greater, without penalty. Withdrawals from Pool A in excess of the above
limit are subject to a 2% redemption fee. New investments in Pool A are not subject to
the redemption fee or withdrawal restrictions. Future withdrawal provisions from Pool A
will be subject to further evaluation based on the maturities of existing investments and
the liquidity requirements of the Pool. On December 21, 2007, Standard and Poor's
Ratings Services assigned its "AAAM" principal stability fund rating to Pool A.

Currently, Pool B participants are prohibited from withdrawing any amount from
the Pool and a formal withdrawal policy has not yet been developed. Market valuations
of the assets held in Pool B are not readily available. In addition, full realization of the
principle value of Pool B assets is not readily determinable.

Upon the advice of its financial advisors, the School Board withdrew most of
its funds invested with the Pool on November 2, 2007. It currently has $10,000
invested in the Pool. None of the proceeds of the Series 2007B Certificates or the
Prior Certificates are invested in the Pool. Such funds are currently invested in
other investments based on the guidelines established in the District's Investment
Policy.
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RISK FACTORS

Each purchaser of Series 2007B Certificates is subject to certain risks and each
prospective purchaser of Series 2007B Certificates is encouraged to read this
Remarketing Circular in its entirety. Particular attention should be given to the factors
described below which, among others, could affect the market price of the Series 2007B
Certificates to an extent that cannot be determined.

Annual Right of the School Board to Terminate the Series 2007B Lease

Although the School Board has determined that the Series 2007B Facilities are
necessary to its operations and currently intends to continue the Series 2007B Lease in
force and effect for the Lease Term and has covenanted in the Series 2007B Lease that
the Superintendent will include a sufficient amount in the tentative budget to enable the
School Board to make all Lease Payments due in each Fiscal Year, the School Board is
not required to appropriate funds for Lease Payments due in each Fiscal Year. If for any
Fiscal Year the School Board does not approve a final budget which appropriates
sufficient funds from legally available revenues in a line item specifically identified for
payment of its obligations under the Prior Leases, the Series 2007B Lease or any
Additional Lease, or if no final budget is adopted as of the last day upon which a final
budget is required to have been adopted under Florida law for payment of its obligations
under the Series 2007B Lease, the Master Lease shall terminate as of the date of adoption
of the final official budget, or such last day, whichever is earlier.

THE LIKELIHOOD THAT THE SERIES 2007B LEASE WILL BE
TERMINATED AS THE RESULT OF AN EVENT OF NON-APPROPRIATION
IS DEPENDENT UPON CERTAIN FACTORS THAT ARE BEYOND THE
CONTROL OF THE SERIES 2007B CERTIFICATE HOLDERS, INCLUDING
THE CONTINUING FUTURE UTILITY OF THE SERIES 2007B FACILITIES
AND OTHER FACILITIES OF THE SCHOOL BOARD AND CHANGES IN
POPULATION OR DEMOGRAPHICS WITHIN THE DISTRICT.

Limitation Upon Disposition; Ability to Sell or Relet

Following an event of default under the Series 2007B Lease or non-appropriation
of funds, the Trustee as assignee of the Corporation may take possession of the Series
2007B Facilities and sell or re-let the leasehold interests therein. The Trustee's ability to
actually achieve such a disposition of the Series 2007B Facilities is limited by its inability
to convey fee simple title to the Series 2007B Facilities and by the governmental nature
of the Series 2007B Facilities. Moreover, it is possible that a court of competent
jurisdiction could enjoin the sale or re-letting of the Trustee's interest in the Series 2007B
Facilities because of the essential governmental nature thereof. There can be no
assurance that the remedies available to the Trustee upon any such termination of the
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Lease Term of all Leases and the disposition of the Series 2007B Facilities will produce
sufficient amounts to make timely payments of the principal and interest portions due on
the outstanding Series 2007B Certificates.

No Right of Certificate Holders to Direct Remedies

Unless the Insurer is in default of its obligations under the Policy, the Insurer is
entitled to control and direct any of the rights or remedies of the Trustee including the
right to direct the Trustee as to whether or not to re-let or sell the Series 2007B Facilities
and to declare the Purchase Option Price immediately due and payable. However, the
Insurer has no fiduciary responsibility to the Series 2007B Certificate holders with
respect to the direction of such remedies and has no obligation to preserve the exclusion
from gross income for federal income tax purposes, of amounts paid to Series 2007B
Certificate holders by the Insurer and designated as interest.

Tax Treatment

Upon termination of the Series 2007B Lease, there is no assurance that payments
made by the Trustee or the Insurer with respect to the Series 2007B Certificates and
designated as interest will be excludable from gross income for federal income tax
purposes. See "TAX TREATMENT."

Applicability of Securities Laws

After termination of the Series 2007B Lease, the transfer of a Series 2007B
Certificate may be subject to or conditioned upon compliance with the registration
provisions of applicable federal and state securities laws. Accordingly, there is no
assurance that liquidity of the Series 2007B Certificates will not be impaired following
termination of the Series 2007B Lease.

Capital Outlay Millage Revenue

The amount which can be realized by the District derived from the levy of the
Local Option Capital Outlay Millage can be affected by a variety of factors not within the
control of the District or the School Board including, without limitation, fluctuations in
the level of the assessed valuation of property within the District. See "DISTRICT
REVENUE, FINANCIAL RESULTS AND LIABILITIES - District Revenues for
Capital Projects - Local Capital Outlay Sources."

State Revenues

A large portion of the District's funding is derived from State sources. See
"REVENUE, FINANCIAL RESULTS AND LIABILITIES OF THE DISTRICT." A
significantly large percentage of such State revenues is generated from the levy of the
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State sales tax. The amounts budgeted for distribution from the State to the District are
subject to change in the event that projected revenues are not realized. The State is
currently experiencing significant shortfalls in sales tax revenues, which is expected to
result in significant budget cuts. In October, 2007, the State Legislature convened in a
special session focused on reducing the State budget by approximately $1.2 billion in
response to such shortfalls. The District lost approximately $8 million in revenues as a
result of such budget cuts. This amount was offset by an extraordinary, one time, gain
for the current Fiscal Year. However, additional budget cuts are expected in the
upcoming legislative session commencing March 4, 2008. It is not known at this time
what, if any, effect this will have on the District's revenues.

Additional Leases

Pursuant to the Master Lease, the School Board may enter into other Leases in
addition to the Prior Leases and the Series 2007B Lease. Failure to appropriate funds to
make Lease Payments under any such Lease will, and an event of default under any such
Lease may, result in the termination of all Leases, including the Series 2007B Lease.
Upon any such termination of all Leases, the School Board must surrender certain
Facilities, including the Series 2007B Facilities but excluding certain designated facilities
to the Trustee for sale or lease. The proceeds of any such disposition of the Facilities will
be applied to the payment of the applicable Series of Certificates. In no event will
owners of the Series 2007B Certificates have any interest in or right to any proceeds of
the disposition of Facilities financed with the proceeds of another Series of Certificates
except as described herein. There can be no assurance that the remedies available to the
Trustee upon any such termination of all Leases and the disposition of the Series 2007B
Facilities will produce sufficient amounts to pay the outstanding Series 2007B
Certificates or reimburse the Insurer for paying such sums.

Additional Indebtedness

The School Board may issue additional indebtedness from time to time other than
in connection with the Master Lease secured by or payable from available revenues
without the consent of the Owners of the Series 2007B Certificates. Incurring such
additional indebtedness may adversely affect the School Board's ability to make Lease
Payments under the Master Lease.

LITIGATION

There is no litigation now pending or threatened: (i) to restrain or enjoin the
issuance or sale of the Series 2007B Certificates; (ii) questioning or affecting the validity
of the Series 2007B Lease or the obligation of the School Board to make Lease
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Payments; or (ii1) questioning or affecting the validity of any of the proceedings for the
authorization, sale, execution or delivery of the Series 2007B Certificates.

The District is involved in certain other litigation and disputes incidental to its
operations. Upon the basis of information presently available, the Office of Chief
Counsel of the District believes that there are substantial defenses to such litigation and
disputes and that, in any event, any ultimate liability in excess of its sovereign immunity
limitations, or self insured funds, or applicable insurance coverage, if any, resulting
therefrom will not materially adversely affect the financial position or results of
operations of the District.

RATINGS

Moody's Investors Service ("Moody's"), Standard & Poor's Ratings Services
("S&P") and Fitch Ratings ("Fitch") have assigned ratings of "A3," "A" and "AA)"
respectively, to the Series 2007B Certificates based upon the delivery of the Policy
insuring the payments of the Basic Lease Payments represented by the Series 2007B
Certificates when due. Moody's, S&P and Fitch have also assigned underlying ratings of
"Al," "AA-" and "A+," respectively, to the Series 2007B Certificates without regard to
the Policy. There is no assurance that any rating will be maintained for any given period
of time or that it will not be revised downward or withdrawn entirely by a rating agency
if, in its judgment, circumstances so warrant. Neither the School Board nor the
Remarketing Agent undertakes any responsibility to oppose any such revision or
withdrawal. Any such downward revision or withdrawal of the ratings or other actions
by a rating agency may have an adverse effect on the market price of the Series 2007B
Certificates.

Each of Moody’s, Fitch and S&P (collectively referred to hereinafter as the
“Rating Agencies”) has recently released statements on the potential effects of downturns
in the market for structured finance instruments, including collateralized debt obligations
and residential mortgage backed securities, on the claims-paying ability of the bond
insurance companies, including Financial Guaranty. See "FINANCIAL GUARANTY
INSURANCE - Recent Developments - Ratings Downgrades." In various releases, the
Rating Agencies have each outlined the processes that they intend to follow in evaluating
the effect of this risk on their respective ratings of financial guarantors. For some
financial guarantors, the result of such evaluations could be a ratings affirmation, a
change in rating outlook, a review for downgrade, or a downgrade. Fitch downgraded
Financial Guaranty's claims paying ability rating from "AAA" to "AA" on January 30,
2008, S&P downgraded its rating from "AAA" to "AA" on January 31, 2008 and from
"AA" to "A" on February 25, 2008 and Moody's downgraded its rating from "Aaa" to
"A3" on February 14, 2008. Potential investors are directed to the Rating Agencies for
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additional information on their respective evaluations of the financial guaranty industry
and individual financial guarantors, including Financial Guaranty.

An explanation of the rating given by Moody's may be obtained from Moody's at
99 Church Street, New York, New York 10007, (212) 553-0470. An explanation of the
rating given by S&P may be obtained from S&P at 25 Broadway, New York, New York
10004, (212) 208-8000. An explanation of the rating given by Fitch may be obtained
from Fitch at One State Street Plaza, New York 10004, (212) 908-0500. Certain
information and materials concerning the Series 2007B Certificates, the School Board
and the District were furnished to Moody's, S&P and Fitch by the District. If in its
judgment circumstances so warrant, any rating service may raise, lower or withdraw its
rating. If a downward change or withdrawal occurs, it could have an adverse effect on
the resale price of the Series 2007B Certificates.

DISCLOSURE REQUIRED BY FLORIDA BLUE SKY REGULATIONS

Section 517.051, Florida Statutes, and the regulations promulgated thereunder
require that full and fair disclosure is made of any bonds or other debt obligations of the
District that have been in default as to payment of principal or interest at any time after
December 31, 1975. The District is not and has not since December 31, 1975, been in
default as to payment of principal and interest on its bonds or other debt obligations.

CERTAIN LEGAL MATTERS

Legal matters incident to the authorization, execution, delivery and remarketing of
the Series 2007B Certificates are subject to the approving legal opinion of Greenberg
Traurig, P.A., Miami, Florida and Isaacs Williams, P.A., Riviera Beach, Florida, Co-
Special Tax Counsel. The proposed form of such opinion is included herein as Appendix
D. Certain legal matters will be passed upon for the School Board and the Corporation
by the Office of General Counsel of the District. Certain legal matters will be passed
upon for the Remarketing Agent by its Counsel Nabors, Giblin & Nickerson, P.A.,
Tampa, Florida.

REMARKETING

Bear, Stearns & Co. Inc., has agreed to remarket the Long-Term Rate Series
2007B Certificates in accordance with the Remarketing Agreement for an initial
remarketing fee of $288,509.11 (inclusive of expenses) and ongoing fees as set forth in
the Remarketing Agreement.
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TAX TREATMENT

The Internal Revenue Code of 1986, as amended (the "Code"), includes
requirements which the School Board must meet after the issuance of the Series 2007B
Certificates in order that the interest portion of the Basic Lease Payments represented by
the Series 2007B Certificates be and remain excludable from gross income of the holders
thereof for Federal income tax purposes. The School Board's failure to meet these
requirements may cause the interest portion of the Basic Lease Payments designated and
paid as interest to the Series 2007B Certificate holders to be included in gross income for
Federal income tax purposes retroactively to the date of execution and delivery of the
Series 2007B Certificates. Such requirements include, but are not limited to, that the
investment of the proceeds of the Series 2007B Certificates meet certain arbitrage
requirements and that certain “excess” earnings on such investments are periodically
rebated to the United States of America. The School Board has covenanted to take the
actions required by the Code in order to maintain the excludability from gross income for
Federal income tax purposes of the interest portion of the Basic Lease Payments
designated and paid as interest to the Series 2007B Certificate holders and not to take any
actions that would adversely affect that excludability. Co-Special Tax Counsel expects to
deliver an opinion at the time of remarketing of the Series 2007B Certificates
substantially in the form set forth in Appendix D.

In the opinion of Co-Special Tax Counsel, assuming continuing compliance by the
School Board with the tax covenants referred to above and the accuracy of certain
representations of the School Board, under existing statutes, regulations, rulings and court
decisions, the interest portion of the Basic Lease Payments represented by the Series
2007B Certificates is excludable from gross income for Federal income tax purposes and
is not an item of tax preference for purposes of the Federal alternative minimum tax
imposed on individuals and corporations; however, the interest portion of the Basic Lease
Payments represented by the Series 2007B Certificates is taken into account in
determining adjusted current earnings for the purpose of computing the alternative
minimum tax imposed on certain corporations. No opinion is expressed with respect to
the Federal income tax consequences of any payments received with respect to the Series
2007B Certificates following termination of the Master Lease as a result of
non-appropriation of funds or the occurrence of an event of default thereunder.

Except as described above, Co-Special Tax Counsel will express no opinion
regarding the Federal income tax consequences resulting from the receipt or accrual of
the interest portion of the Basic Lease Payments designated and paid as interest to the
Series 2007B Certificate holders or the ownership or disposition of the Series 2007B
Certificates. Prospective purchasers of Series 2007B Certificates should be aware that
the ownership of Series 2007B Certificates may result in other collateral Federal tax
consequences, including (i) the denial of a deduction for interest on indebtedness incurred
or continued to purchase or carry Series 2007B Certificates or, in the case of a financial

91



institution, that portion of the owner's interest expense allocable to the interest portion of
the Basic Lease Payments represented by the Series 2007B Certificates, (ii) the reduction
of the loss reserve deduction for property and casualty insurance companies by fifteen
percent (15%) of certain items, including the interest portion of the Basic Lease Payments
represented by the Series 2007B Certificates, (iii) the inclusion of the interest portion of
the Basic Lease Payments represented by the Series 2007B Certificates in the earnings of
certain foreign corporations doing business in the United States for purposes of a branch
profits tax, (iv) the inclusion of the interest portion of the Basic Lease Payments
represented by the Series 2007B Certificates in the passive income subject to Federal
income taxation of certain Subchapter S corporations with Subchapter C earnings and
profits at the close of the taxable year and (v) recipients of certain Social Security and
Railroad Retirement benefits are required to take into account receipts and accrual of the
interest portion of the Basic Lease Payments represented by the Series 2007B Certificates
in determining whether a portion of such benefits are included in gross income for
Federal income tax purposes.

From time to time, there are legislative proposals in Congress which, if enacted,
could alter or amend one or more of the Federal income tax matters referred to herein or
adversely affect the market value of the Series 2007B Certificates. It cannot be predicted
whether or in what form any such proposal might be enacted or whether, if enacted, it
would apply to obligations (such as the Series 2007B Certificates), issued prior to
enactment.

The discussion of tax matters in this Remarketing Circular applies only in the case
of purchasers of the Series 2007B Certificates at the date of remarketing and at the price
indicated on the cover page of this Remarketing Circular. It does not address any other
tax consequences, such as, among others, the consequence of the existence of any market
discount to subsequent purchasers of the Series 2007B Certificates. Purchasers of the
Series 2007B Certificates should consult their own tax advisers regarding their particular
tax status or other tax considerations resulting from ownership of the Series 2007B
Certificates.

ORIGINAL ISSUE PREMIUM

The Series 2007B Certificates were remarketed and sold to the public at a price in
excess of their stated redemption price (the principal amount) at maturity as shown on the
cover of this Remarketing Circular. That excess constitutes bond premium. For federal
income tax purposes, bond premium is amortized over the period to maturity of a Series
2007B Certificate, based on the yield to maturity of that Series 2007B Certificate (or, in
the case of a Series 2007B Certificate callable prior to its stated maturity, the
amortization period and yield may be required to be determined on the basis of an earlier
call date (in this case, the mandatory tender date) that results in the lowest yield on that
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Series 2007B Certificate), compounded semiannually (or over a shorter permitted
compounding interval selected by the owner). No portion of that bond premium is
deductible by the owner of a Series 2007B Certificate. For purposes of determining the
owner's gain or loss on the sale, redemption (including redemption at maturity) or other
disposition of a Series 2007B Certificate, the owner's tax basis in the Series 2007B
Certificate is reduced by the amount of bond premium that accrues during the period of
ownership. As a result, an owner may realize taxable gain for federal income tax
purposes from the sale or other disposition of a Series 2007B Certificate for an amount
equal to or less than the amount paid by the owner for that Series 2007B Certificate. A
purchaser of a Series 2007B Certificate at the price stated on the cover of this
Remarketing Circular who holds that Series 2007B Certificate to maturity (or, in the case
of a callable Series 2007B Certificate, to its earlier call date that results in the lowest
yield on that Series 2007B Certificate or, in this case, the mandatory tender date) will
realize no gain or loss upon the retirement of that Series 2007B Certificate.

Owners of Series 2007B Certificates should consult their own tax advisers as to
the determination for federal income tax purposes of the amount of bond premium
properly accruable in any period with respect to the Series 2007B Certificates and as to
other federal tax consequences and the treatment of bond premium for purposes of state
and local taxes on, or based on, income.

FINANCIAL ADVISOR

Public Financial Management, Inc., Orlando, Florida, is serving as Financial
Advisor to the School Board. The Financial Advisor assisted in matters relating to the
planning, structuring, execution, original delivery and remarketing of the Series 2007B
Certificates and provided other advice. The Financial Advisor did not engage in any
underwriting activities with regard to the sale of the Series 2007B Certificates.

BASIC FINANCIAL STATEMENTS

The basic financial statements of the District for the Fiscal Year ended June 30,
2007, included in this Remarketing Circular have been audited by KPMG LLP,
independent certified public accountants, as stated in their report appearing in Appendix
B.

CONTINUING DISCLOSURE

The School Board executed and delivered a Continuing Disclosure Certificate (the
"Continuing Disclosure Certificate") on the date of initial issuance of the Series 2007B
Certificates. Pursuant to the Continuing Disclosure Certificate, the School Board agreed
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to provide certain financial information and operating data relating to the District and the
Series 2007B Certificates in each year (the "Annual Report"), and to provide notices of
the occurrence of certain enumerated events, if deemed to be material by the School
Board. Such covenant shall only apply so long as the Series 2007B Certificates remain
Outstanding under the Series 2007B Lease, the Series 2007B Lease has been terminated
or there has occurred an event of Non-Appropriation resulting in a termination. The
agreement shall also terminate upon the termination of the continuing disclosure
requirements of Rule 15c¢2-12(b)(5), as amended (the "Rule") of the Securities and
Exchange Commission pursuant to the Securities and Exchange Act of 1934, as amended,
by legislative, judicial or administration action. The Annual Report will be filed by the
School Board with each Nationally Recognized Municipal Securities Information
Repository (the "NRMSIRs") described in the Copy of Continuing Disclosure Certificate
attached hereto as Appendix F, as well as any state information depository that is
subsequently established in the State of Florida (the "SID"). The notices of material
events will be filed by the School Board with the Municipal Securities Rulemaking Board
or the NRMSIRs and with the SID. The specific nature of the information to be
contained in the Annual Report and the notices of material events are described in
"APPENDIX F - COPY OF CONTINUING DISCLOSURE CERTIFICATE" to be dated
and delivered at the time of issuance of the Series 2007B Certificates. These
undertakings have been made in order to assist the Remarketing Agent in complying with
the Rule.

With respect to the Series 2007B Certificates, no party other than the School
Board is obligated to provide, nor is expected to provide, any continuing disclosure
information with respect to the aforementioned Rule. The School Board has never failed
to comply in any material respects with any previous undertaking pursuant to the Rule.

MISCELLANEOUS

The information contained above is neither guaranteed as to accuracy or
completeness nor to be construed as representation by the Remarketing Agent. The
information and expressions of opinion herein are subject to change without notice and
neither the delivery of this Remarketing Circular nor any sale made hereunder is to
create, under any circumstances, any implication that there has been no change in the
affairs of the District or the School Board from the date hereof.

This Remarketing Circular is submitted in connection with the remarketing of the
securities referred to herein and may not be reproduced or used, as a whole or in part, for
any other purpose. Any statements in this Remarketing Circular involving matters of
opinion, whether or not expressly so stated are intended as such and not as
representations of fact. This Remarketing Circular is not to be construed as a contract or
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agreement between the District and the purchasers or the holders of any of the Series
2007B Certificates.

This Remarketing Circular has been duly executed and delivered by the authority
of the School Board.

THE SCHOOL BOARD OF PALM BEACH
COUNTY, FLORIDA

By:  /s/ William Graham
Chairman

By:  /s/Dr. Art Johnson
Superintendent of Schools

95



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX A

INFORMATION CONCERNING PALM BEACH COUNTY, FLORIDA



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX A

INFORMATION CONCERNING PALM BEACH COUNTY, FLORIDA
General Information

Palm Beach County was founded in 1909 and encompasses an area of 2,023
square miles. It is located on the lower east coast of the Florida peninsula with 46 miles
of Atlantic ocean frontage and 25 miles of frontage on Lake Okeechobee. The County
has a semi-tropical climate with an average temperature of 74.9 F degrees and an average
rainfall of 61.7 inches. These and other natural amenities, including 88 local, State and
federal recreational areas of more than 10 acres and 163 golf courses, have enabled the
County to develop a year-round tourist industry.

There are 38 incorporated municipalities within the County, ten of which have a
population in excess of 25,000. West Palm Beach is the County seat and is the largest
city in the County. The County had a 2007 population of 1,294,705.

Population

In 2007, Palm Beach County was the third largest county in the State in terms of
population. Its population increased 65.3% in the 1970 - 1980 decade, 49.7% in the 1980
1990 decade and 31.0% in the period 1990 - 2000.

Population Growth

Palm Beach County Florida United States

Year Population Change Population Change Population Change
1998 1,020,521 1.7% 15,475,000 5.2% 270,733,000 1.2%
1999 1,042,196 2.1 15,322,000 (1.0) 272,190,000 0.5
2000 1,131,184 8.5 15,982,378 4.3 275,860,949 1.3
2001 1,154,464 2.1 16,331,739 2.2 285,371,621 34
2002 1,183,197 2.5 16,674,608 2.1 290,299,949 1.7
2003 1,211,448 24 17,071,508 2.4 292,287,454 0.7
2004 1,242,270 2.5 17,516,732 2.6 295,340,436 1.0
2005 1,265,900 1.9 17,789,865 1.6 296,410,404 0.4
2006 1,287,767 1.7 18,089,888 1.7 300,483,387 0.1
2007 1,295,033 0.6 18,680,367 3.3 301,621,1157 0.4

UF, Bureau Economic and Business Research website.



Income

The following table shows the per capita personal income reported for Palm Beach
County, the State of Florida and the United States.

Per Capita Personal Income

Palm Beach County Florida U.S.
% of % of

Year Dollars Florida % of U.S. Dollars U.S. Dollars
1997 $36,943 150.1% 145.8% $24,502 96.7% $25,334
1998 39,045 150.2 145.2 25,987 96.7 26,883
1999 40,121 149.2 143.6 26,894 96.3 27,939
2000 43,101 151.2 144.4 28,507 95.5 29,843
2001 43,885 150.0 143.6 29,266 95.8 30,562
2002 44,042 148.3 143.0 29,702 96.5 30,795
2003 43,755 144.4 139.1 30,290 96.3 31,466
2004 48,034 147.6 145.2 32,534 98.3 33,090
2005 50,371 146.1 139.9 34,001 98.6 30,677
2006 N/A N/A N/A 35,798 08.8 32,183
2007 N/A N/A N/A N/A N/A 33,172

Source: UF, Bureau of Economic and Research Data website.
Note: Data for 2006 and 2007 is not available for Florida and County.

The age distribution in the County is similar to that of Florida, but differs
significantly with that of the nation. Both the County and Florida have a considerably
larger proportion of persons 65 years and older than the rest of the nation.

Palm Beach County
Population Distribution by Age Group

Age Group 2006 2005 2004
0-17 21% 22% 22%
18-34 18% 18% 18%
35-54 27% 27% 27%
55-65 11% 11% 11%
65+ 22% 22% 22%

Source: 2007 Florida Statistical Abstract, University of Florida Bureau of Economic and
Business Research Survey.
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Employment

Tourism and agriculture, together with the service industries related to these
activities, are the leading sources of income for the County's residents. Manufacturing,
primarily electronics and other high technology products, also plays an important role in
the County's economy. The table that follows shows the County's estimated average
annual non-farm employment by economic sector.

Palm Beach County, Florida
Average Monthly Employment Covered by Unemployment Compensation

2005-2006
Average Annual
Employment Percent of Total

2005 2006 2005 2006
All Industries 482,988 497,189 100.00% 100.00%
Agriculture, Forestry, Fishing and Hunting 7,740 8,085 1.60 1.63
Mining 44 60 0.01 0.01
Utilities 1,732 1,744 0.35 0.35
Construction 41,968 45,786 8.69 9.21
Manufacturing 19.431 20,147 4.02 4.06
Wholesale Trade 20,564 21,110 4.26 4.25
Retail Trade 69,768 72,368 14.45 14.56
Transportation and Warehousing 7,722 7,979 1.60 1.60
Information 10,931 11,135 2.26 2.24
Finance and Insurance 24,460 24,845 5.06 5.00
Real Estate and Rental Leasing 14,131 14,802 2.93 2.98
Professional, Scientific and Technical
Services 34,621 35,369 7.17 7.11
Management Companies and Enterprises 8,413 7,535 1.74 1.52
Administration and Support 58,985 59,223 12.22 11.91
Educational Services 7,152 7,104 1.48 1.43
Health care and social assistance 65,214 67,030 14.94 13.48
Arts, Entertainment and Recreation 15,272 16,087 3.16 3.24
Accommodation and Food Services 52,839 54,579 10.94 10.98
Other Services 21,383 21,528 443 4.33
Unclassified 620 674 0.13 .14
Source: Florida Statistical Abstract 2007.

Percentages may not equal due to rounding.
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The data on County unemployment in the following table represents annual
averages.

Palm Beach County
Annual Average Labor Force and Unemployment Estimates

Unemployment Rates

Civilian Palm Beach United
Year Labor Force County Florida States
1999 529,933 53 4.0 4.2
2000 541,759 4.2 3.8 4.0
2001 564,996 5.0 4.7 4.7
2002 581,462 6.1 5.7 5.8
2003 587,421 5.7 5.3 6.0
2004 598,214 5.1 4.7 5.5
2005 616,401 4.2 4.7 5.1
2006 631,038 3.6 33 4.6
2007 646,943 4.1 3.8 4.6

Source: Florida Research and Economic Database.

Largest Employers

The following table shows employment at the ten principal employers in the
County.

No. of

Employees
Palm Beach County School Board.............ccccoveviiiiiiiiiiiiiee e, 21,616
State GOVEINIMENT .....ooiviiiiiieiiiiiieeeeeee et e e e et e e e e e e e eaaaaaans 9,200
Palm Beach County ..........cooviiiriiiiieee e 6,594
Federal GOVEINMENT ............ooiiiiiiiiiieiieee e 6,300
Columbia Palm Beach Health Care System, Inc.........c..ccceeeevveeieennnnnee. 5,200
Tenet Healthcare Corp.......cuviiiiiieiiiiiiiieciieecee et 4,794
Florida Power & Light Company ..........cccccceevieeiiieniiieniieie e 2,850
Florida Atlantic UniVerSity.......cccveecvierieerieeieeiie e 2,825
Boca Raton ReSort & CIUD.........eeeeeeiiii e 2,200
Breakers Hotel - Palm Beach ..., 1,800

Source: Palm Beach County, Florida Comprehensive Annual Financial Report for

Fiscal Year ended September 30, 2007.
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Tourism

Visitors to the Palm Beaches have a significant economic impact on the County.
According to the Florida Department of Business and Professional Regulation, there are
231 licensed hotels and motels in the County, having a total of over 15,000 rooms. The
Tourism Development Council of Palm Beach County estimates that over five million
people visit the County annually and spend approximately $1.1 billion.

Agriculture

Agriculture, together with the related service industries, are the leading sources of
income for the County's residents. The "Glades" region of the County is one of the
nation's most productive agricultural areas. Palm Beach County is the largest agricultural
county in Florida and the fourth largest in the United States, with annual sales in excess
of $2 billion.

Construction
Building permit activity in the County has been reported as follows:

Building Permit Activity
County of Palm Beach, Florida

(Dollars in Thousands)
2002 - 2007
Calendar Year Single and Multi-Family Residential Valuation
2002 3,899 $ 475,374
2003 3,483 465,791
2004 5,187 1,011,437
2005 4,414 1,191,043
2006 7,806 1,068,926
2007 2,264 504,192

Palm Beach County, Florida Comprehensive Annual Financial Report for
the Fiscal Year Ended September 30, 2007.

A-5



[THIS PAGE INTENTIONALLY LEFT BLANK]



APPENDIX B

BASIC FINANCIAL STATEMENTS
OF THE SCHOOL BOARD OF PALM BEACH COUNTY, FLORIDA
FOR THE FISCAL YEAR ENDED JUNE 30, 2007



[THIS PAGE INTENTIONALLY LEFT BLANK]



a'm
LG L.'ﬁ_r‘{' )

KPMG LLP
450 East Las Olas Boulevard
Fort Lauderdale, FL 33301

Independent Auditors’ Report

The Honorable Chairperson and Members of
The School Board of Palm Beach County, Florida:

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the School District of Palm Beach County, Florida (the School District), as of and for the year ended
June 30, 2007, which collectively comprise the School District’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the School District’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the aggregate discretely presented component units. Those financial statements
were audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as
it relates to the amounts included for the aggregate discretely presented component units, is based on the
reports of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the School District’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable basis for our
opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the School District, as of June 30, 2007, and the respective changes in
financial position, and where applicable, cash flows thereof and the respective budgetary comparison for
the general fund for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated January 23, 2008
on our consideration of the School District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



The management’s discussion and analysis on pages 3 through 12 is not a required part of the basic
financial statements but is supplementary information required by U.S. generally accepted accounting
principles. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the School District’s basic financial statements. The introductory section, combining and
individual fund statements and schedules, other supplementary information, and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
The combining and individual fund statements and schedules have been subjected to the auditing
procedures applied by us and the other auditors in the audit of the basic financial statements and, in our
opinion, based on our audit and the reports of other auditors, are fairly stated in all material respects in
relation to the basic financial statements taken as a whole. The information included in the introductory
section, other supplementary information, and statistical section have not been subjected to the auditing
procedures applied by us and the other auditors in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

KPMe LP

January 23, 2008
Certified Public Accountants



THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

The School District of Palm Beach County, Florida’s (the “District”) discussion and analysis is designed to provide an
objective and easy to read analysis of the District’s financial activities for the fiscal year ended June 30, 2007, based
on currently known facts, decisions or conditions. It is intended to provide a broad overview using a short-term and
long-term analysis of the District’s activities based on information presented in the financial report and fiscal policies
that have been adopted by the seven elected members of the school board (the “Board”). Specifically, this section is
designed to assist the reader in focusing on significant financial issues, provide an overview of the District’s financial
activity, identify changes in the District's financial position (its ability to address the next and subsequent year
challenges), identify any material deviations from the financial plan (the approved budget) and identify individual fund
issues or concerns.

The Management's Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34 “Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments.”

As with other sections of this financial report, the information contained within this MD&A should be considered only a
part of a greater whole. The reader of this statement should take time to read and evaluate all sections of this report,
including the notes that are provided in addition to this MD&A.

FINANCIAL HIGHLIGHTS

e The District’s financial status as reflected in total net assets improved substantially this year by $181.0 million
or 11.2%, from $1.6 billion as of June 30, 2006, to $1.8 billion as of June 30, 2007. The increase in total net
assets reflects increases in capital assets of $282.6 million and cash and investments of $299.6 million, offset
by increases in current and long-term liabilities of $462.1 million.

e General revenue accounted for approximately $1.7 billion, or 84.7%, of all revenues, an increase of $60.6
million or 4.0% when compared to prior year. This increase is primarily attributed to an increase in property
taxes which increased by $200.9 million or 19.7%, offset by decreased revenue related to grants and
entittements not restricted to specific programs which decreased by $131.5 million or 32.0%. Program
specific revenue in the form of charges for services, grants and contributions accounted for $307.9 million, or
15.3% of all revenues totaling $2.0 billion.

e The District had approximately $1.8 billion in expenses related to programs, an increase of $143.5 million or
8.5%, which was offset by $307.9 million in program specific charges for services, grants and contributions.
General revenues, primarily property taxes and Florida Education Finance Program (FEFP) revenues were
adequate to provide for these programs.

e As of the close of the current fiscal year, the District's governmental funds reported combined fund balances
of $873.5 million. The General Fund (the primary operating fund), reflected on a current financial resources
basis, ended the year with a fund balance of $101.6 million. Of this amount, $33.3 million is unreserved,
undesignated fund balance that is available for reallocation in the subsequent fiscal year at the Board’s
discretion. During the current year, General Fund revenues (including other financing sources) exceeded
expenditures by $4.8 million.

e The District’s total long-term debt increased by $307.9 million or 18.2%. The key factor contributing to the
increase was the issuance of Certificate of Participation Series (COPS) 2007A, 2007B, 2007C and 2007D for
a total of $610.7 million which was offset by defeasance of COPS Series1996A, 1997A, 2001A and 2002C,
for a total of $237.5 million.

e In governmental funds, for the fiscal year ended June 30, 2007, revenues increased by $132.0 million or
7.0%, to $2.0 billion from $1.9 billion, while current expenditures increased $77.9 million or 5.4%, to $1.5
billion from $1.4 billion. The increase in revenue is primarily due to an increase in property tax revenue and
local state tax revenue. The largest dollar increase of $60.0 million or 7.1% in expenditures is attributable to
instruction which accounted for 60.2% of total expenditures.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of two parts — management’s discussion and analysis (this section) and the basic financial
statements. The basic financial statements include two kinds of statements that present different views of the District:

e The first two statements are district-wide financial statements that provide both short-term and long-term

information about the District’s overall financial status.

e The remaining statements are fund financial statements that focus on individual parts of the District, reporting

the District’s operations in more detail than the district-wide statements.

e The governmental funds statements tell how basic services like instruction and instructional support services

were financed in the short-term as well as what remains for future spending.

e Proprietary funds statements offer short-term and long-term financial information about the activities the

District operates like businesses, such as maintenance services.

e Fiduciary funds statements provide information about the financial relationships in which the District acts

solely as a frustee or agent for the benefit of others.

The financial statements also include notes that explain some of the information in the statements and provide more

detailed data.

Figure 1

Major Features of District-Wide and Fund Financial Statements

District-wide Fund Financial Statements
Statements Governmental Funds Proprietary Funds Fiduciary Funds
Scope Entire district (except The activities of the Activities the district Instances in which the
fiduciary funds) district that are not operates similar to private | district administers

proprietary or fiduciary,
such as special education
and building maintenance

businesses: maintenance
services and other
internal service funds

resources on behalf of
someone else, such as
scholarship programs and
student activities monies

Required financial
statements

. Statement of net
assets

. Statement of
activities

. Balance sheet

e  Statement of
revenue,
expenditures, and
changes in fund
balances

. Statement of net
assets

. Statement of
revenue, expenses,
and changes in
fund net assets

. Statement of cash
flows

. Statement of
fiduciary net assets

° Statement of
changes in
fiduciary net assets

Accounting basis and
measurement focus

Accrual accounting and
economic resources
focus

Modified accrual
accounting and current
financial resources focus

Accrual accounting and
economic resources
focus

Accrual accounting and
economic resources
focus

Figure 1 summarizes the major features of the District’s financial statements, including the portion of the District's
activities they cover and the types of information they contain. The remainder of this overview section of

management’s discussion and analysis highlights the structure and contents of each of the statements.

District-wide Statements

The district-wide statements report information about the District as a whole using accounting methods similar to

those used by private-sector companies. The statement of net assets includes all of the District’s assets and liabilities.

All of the current year’s revenue and expenses are accounted for in the statement of activities regardless of when
cash is received or paid.




THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

The two district-wide statements report the District’s net assets and how they have changed. Net assets — the
difference between the District’s assets and liabilities — are one way to measure the District’s financial health or
position.

e Over time, increases or decreases in the District's net assets are an indicator of whether its financial position
is improving or deteriorating, respectively.

e To assess the overall health of the District, the reader needs to consider additional non-financial factors such
as changes in the District’s property tax base and the condition of school buildings and other facilities.

In the district-wide financial statements, all the District’s activities are reported as governmental activities.

e Governmental activities — All of the District’'s basic services are included here, such as regular and special
education, transportation, and administration. Property taxes and state formula aid finance most of the
activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the District's funds, focusing on its most
significant or “major” funds — not the District as a whole. Funds are accounting devices the District uses to keep track
of specific sources of funding and spending on particular programs:

e Some funds are required by State law and by bond covenants.

e The District establishes other funds to control and manage money for particular purposes (like repaying its
long-term debts) or to show that it is properly using certain revenues (like federal grants).

The District has three kinds of funds:

e Governmental funds — Most of the District's basic services are included in governmental funds, which
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in and
out, and (2) the balances left at year-end that are available for spending. Consequently, the governmental
funds statements provide a detailed short-term view that helps the reader determine whether there are more
or fewer financial resources that can be spent in the near future to finance the District's programs. Because
this information does not encompass the additional long-term focus of the district-wide statements, the District
provides additional information with the governmental funds statements that explains the relationship (or
differences) between them.

e Proprietary funds — Services for which the District charges a fee are generally reported in proprietary funds.
Proprietary funds are reported in the same way as the district-wide statements. There are two types of
proprietary funds:

o Enterprise funds account for goods and services provided to those outside the district, generally on a
user-charge basis. Currently, the district has no enterprise funds.

o Internal service funds report activities that provide supplies and services for the District's other
programs and activities. The District currently has one internal service fund — the Maintenance
Services fund.

e Fiduciary funds — The District is the trustee, or fiduciary, for assets that belong to others, such as the
scholarship fund and the student activities funds. The District is responsible for ensuring that the assets
reported in these funds are used only for their intended purposes and by those to whom the assets belong.
The District excludes these activities from the district-wide financial statements because the District cannot
use these assets to finance its operations.



THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

The District’'s net assets were $1.8 billion at June 30, 2007. The largest portion of the District’s net assets, $1.6 billion
or 89.1%, reflect its investment in capital assets (i.e. land, buildings, furniture and equipment), less any related debt
used to acquire those assets that is still outstanding. The District uses these capital assets to provide services to
students; consequently, these assets are not available for future spending. Although the District’s investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities. An
additional portion of the District's net assets ($270.5 million) represents resources that are subject to external
restrictions on how they may be used.

Capital assets (net) increase of $282.6 million or 9.90% over prior year, primarily reflects the completion of one (1)
new school and modernization/replacement of eleven (11) existing schools.

The analysis in Table 1 below, and Table 2 on page 7 focuses on the summary of net assets and summary of
changes in net assets for the District’'s governmental activities.

Table 1
Summary of Net Assets
Governmental Activities

(in thousands)

Increase Percentage
June 30, 2007 June 30, 2006 (Decrease) Change
Current and other assets $ 1,494,082 $ 1,133,593 $ 360,489 31.80%
Capital assets (net) 3,137,902 2,855,309 282,593 9.90%
Total assets 4,631,984 3,988,902 643,082 16.12%
Current and other liabilities 626,682 491,273 135,409 27.56%
Long-term liabilities 2,214,208 1,887,566 326,642 17.30%
Total liabilities 2,840,890 2,378,839 462,051 19.42%
Net assets:
Invested in capital assets,
net of related debt 1,602,902 1,412,258 190,644 13.50%
Restricted 270,587 277,825 (7,238) (2.61%)
Unrestricted (82,395) (80,020) (2,375) 2.97%
Total net assets $ 1,791,094 $ 1,610,063 $ 181,031 11.24%

The results of this year’s operations for the District as a whole are reported in the Statement of Activities. Table 2,
takes the information from that statement and rearranges them slightly so the reader can see the total revenues for
the year compared to fiscal year 2006.

As reported in the Statement of Activities, the cost of all of the governmental activities this year was $1.8 billion. The
amount that the taxpayers ultimately financed for these activities through District taxes was $1.3 billion because some
costs were paid by those who benefited from the programs ($48.6 million), or by other governments and organizations
who subsidized certain programs with grants and contributions ($259.3 million).
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The District paid for the remaining “public benefit” portion of the governmental activities with $1.2 billion in property
taxes, $279.2 million in grants and contributions not restricted to specific programs, $116.7 million in local sales taxes,
$60.7 million in investment earnings and $22.5 million in other general revenue.

The increase in operating grants and contributions of $35.5 million or 20.6% is primarily attributable to an increase in
class size reduction revenue. An increase in property tax revenue of $200.9 million or 19.7% is due to an increase in
property values.

Facilities acquisition and construction expenditures increased by $42.4 million, or 49.6%, which reflects the District’s
strategy to continue with its planned construction projects since the necessary funding from local sales tax revenue
became available.

Table 2
Summary of Changes in Net Assets
Governmental Activities
(in thousands)

Increase Percentage
June 30, 2007  June 30, 2006 (Decrease) Change
Revenues:
Program revenue:
Charges for services $ 48,584 $ 45,930 $ 2,654 5.78%
Operating grants and contributions 207,287 171,829 35,458 20.64%
Capital grants and contributions 52,020 49,026 2,994 6.11%
General revenue:
Property taxes 1,219,589 1,018,636 200,953 19.73%
Local sales taxes 116,693 120,466 (3,773) (3.13%)
Grants and contributions not restricted 279,180 410,636 (131,456) (32.01%)
Investment earnings 60,661 39,849 20,812 52.23%
Other general revenue 22,450 48,396 (25,946) (53.61%)
Total revenues 2,006,464 1,904,768 101,696 5.34%
Functions/Programs Expenses
Instruction 909,826 854,689 55,137 6.45%
Instructional support services 160,586 158,704 1,882 1.19%
Board 4,735 5,309 (574) (10.81%)
General administration 9,013 9,400 (387) (4.11%)
School administration 97,408 90,685 6,723 7.41%
Facilities acquisition and construction 127,948 85,528 42,420 49.60%
Fiscal services 5,385 4,264 1,121 26.28%
Food services 57,888 57,339 549 0.96%
Central services 14,617 12,675 1,942 15.32%
Pupil transportation services 47,590 45,420 2,170 4.78%
Operation and maintenance of plant 176,305 167,554 8,751 5.22%
Administrative technology services 6,047 5,228 819 15.67%
Community services 26,875 25,328 1,547 6.11%
Interest on long-term debt 88,024 76,875 11,149 14.50%
Depreciation/amortization expense 93,186 82,926 10,260 12.37%
Total expenses 1,825,433 1,681,924 143,509 8.53%
Change in net assets $ 181,031  § 222,844 § (41,813) (18.76%)
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The pie chart below represents total expenditures from Governmental Funds classified by function.

Total Government Funds
Expenditures by Function

Interest on long- .
term debt Depreciation/

Community 5% amortization
services expense
1% 5%

Operation and
maintenance of
plant
10%

Misc
1%

Instruction
50%

Pupil
transportation
services
3%

Instructional
support services
9%

Central services
1%

Facilities
acquisition and
construction
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Food services
3%

School
administration
5%

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As of June 30, 2007 the District's governmental funds reported a combined fund balance of $873.5 million, which is an
increase of $220.5 million or 33.7% from the prior year.

The General Fund, which is the chief operating fund of the District and is always considered a major fund, had an
ending fund balance of $101.6 million at June 30, 2007. The fund balance of the District's General Fund increased by
$4.8 million during the current fiscal year. At the end of the current fiscal year, unreserved, undesignated fund balance
of the General Fund was $33.3 million.

The COP Debt Service Fund, also a major fund, is used to account for the accumulation of resources for, and the
payment of long term debt principal and interest, ended the fiscal year with a fund balance of $88.5 million. During
the year, payments to refunded debt escrow agent associated with the defeasance of debt amounted to $246.0
million.

The COPS Capital Projects Fund, one of the District’s major funds, reported an ending fund balance of $498.3 million
which is an increase of $231.0 million or 86.4% over the prior year. This is largely due to proceeds from the issuance
of $387.9 million in Certificate of Participation Series (COPS) 2007A and 2007B which was offset by capital outlay
expenditures of $181.6 million. In the Capital Improvement Fund, another major fund, property tax revenue increased
by $58.4 million or 23.2% from $251.4 million in fiscal year 2006, to $309.8 million in fiscal year 2007. This increase
was attributable to higher property values.

In the Sales Tax Fund, commercial paper notes of $250.0 million issued to finance the cost of acquisition,
construction, and modernization/replacement of public school facilities, were outstanding at the end of the year. A
negative fund balance of $78.2 million largely reflects capital outlay expenditures of $147.5 million offset against
revenues of $126.9 million. Other Capital Projects Fund and Other Non-Major Governmental Funds ended the fiscal
year with fund balances of $46.1 million and $54.1 million, respectively.
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General Fund Budgetary Highlights

Over the course of the year, the District revises its budget and brings amendments to the Board on a monthly basis.
These amendments are needed to adjust to actual revenues received and direct resources where needed. The Board
approves the final amendment to the budget after year-end. Schedules showing the District’s original budget and final
amended budget, compared with actual amounts paid and received, are provided in the financial section.

There were revisions made to the 2006-2007 general fund original budget. FEFP revenue was decreased $19.8
million, as a result of actual student enrollment less than projected by 3,963 students. Revenue from interest income
exceeded the original budget by $3.3 million due to rising interest rates. Local revenue from real estate taxes was
$9.9 million greater than original budget. Also, local revenue from the fee-based school age childcare program was
$2.9 million higher than the original projection. The District also realized $3.8 million in loss recoveries that were not
budgeted. Other financing sources increased $1.3 million from original to final budget in 2006-07 as a result of an
increase to the capital maintenance transfer of $43.6 million. Overall, budgeted revenue ended the year $4.8 million
lower than original budget.

Net budgeted expenditures decreased $2.7 million from the original budget to the final amended budget.
Amendments were needed to account for the reduction in student enrollment and related staffing, increases in
employee salaries and benefits, as well as pupil transportation and energy expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

As shown in Table 3 below, at June 30, 2007, the District had $3.1 billon invested in a broad range of capital assets,
including land, construction in progress, improvements other than buildings, buildings and fixed equipment, furniture,
fixtures and equipment, motor vehicles, audio visual materials and computer software. This amount represents a net
increase (including additions, deletions and depreciation) of $282.6 million from last year.

Table 3
Capital Assets at Year End
Governmental Activities
(in thousands)

Increase
June 30, 2007 June 30, 2006 (Decrease)

Land $ 301,845 $ 276,525 $ 25,320
Construction in progress 252,113 443,461 (191,348)
Improvements other than buildings 17,406 11,922 5,484
Buildings and fixed equipment 3,020,579 2,547,162 473,417
Furniture, fixtures and equipment 155,722 171,229 (15,507)
Motor vehicles 83,345 81,127 2,218
Audio visual and computer software 49,282 41,260 8,022
Less: accumulated depreciation (742,390) (717,377) (25,013)

Total capital assets, net $ 3,137,902 $ 2,855,309 $ 282,593
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The net increase of $282.6 million reflects the construction of one (1) new school, which opened in fiscal year 2007,
and eleven (11) completed modernization projects.

Major capital asset additions included the completion of the following school:
o Elbridge Gale Elementary School
Completed modernized schools included the following:

Palm Beach Public Elementary
Berkshire Elementary School
Meadow Park Elementary

J.C. Mitchell Elementary

Bak Middle School of the Arts
Palm Springs Middle

JF Kennedy Middle
Indian Ridge

Boca Raton Middle
Congress Middle
John I. Leonard High

The District anticipates capital additions will continue to increase due to an effort being made to reduce student
overcrowding. The Notes to Financial Statements provide more information on capital assets.

Long-term Debt

As shown in Table 4, below, at the end of this year, the District had $2.0 billion in debt outstanding compared to $1.7
billion last year, an increase of $307.9 million or 18.2%. The key factor contributing to the increase was the issuance
of COPS 2007A, 2007B, 2007C and 2007D for a total of $610.7 million, which was offset by defeasance of COPS
Series1996A, 1997A, 2001A and 2002C, for a total of $237.5 million. See Note 9 of the Notes to the Financial
Statements for more information on long-term liabilities.

Table 4
Long-term Debt Outstanding at Year End
Governmental Activities
(in thousands)

Increase
June 30, 2007 June 30, 2006 (Decrease)

Capital outlay bond issues $ 38,580 $ 42,380 $ (3,800)
General obligation debt 27,765 54,275 (26,510)
Certificates of participation 1,901,053 1,565,373 335,680
Plus: issuance premiums 59,728 50,854 8,874
Less: deferred amounts (29,424) (23,069) (6,355)

Total $ 1,997,702 $ 1,689,813 $ 307,889

The District’s general obligation debt and certificates of participation are rated Aa3 and A1 by Moody’s Investors
Service, and AA and AA- by Standard and Poor’s Corporation, and AA- and A+ by Fitch Ratings Services.

The District is subject to State laws that limit the amount of debt outstanding to 10% of the non-exempt assessed
valuation. At June 30, 2007, the statutory limit for the District was approximately $16.1 billion, providing additional
debt capacity of approximately $15.9 billion.

Other long-term obligations include the liability for compensated absences and estimated claims liability.
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FACTORS BEARING ON THE DISTRICT’S FUTURE

The State of Florida, by constitution, does not have a state personal income tax and therefore the state operates
primarily using sales, gasoline and corporate income taxes. State funds to school districts are provided primarily by
legislative appropriations from the state’s general revenue funds under the FEFP. The level of tourism in the state
influences the amount collected. Changes in the anticipated amount of revenues collected by the state directly impact
the revenue allocation to the District.

The focus of the State finance program bases financial support for education upon the individual student participating
in a particular educational program rather than upon the number of teachers or classrooms. FEFP funds are primarily
generated by multiplying the number of full-time equivalent students (FTEs) in each of the educational programs by
cost factors to obtain weighted FTEs. Weighted FTEs are then multiplied by a base student allocation and by a
district cost differential in the major calculation to determine the State and local FEFP funds. Program cost factors are
determined by the Legislature and represent relative cost differences among the FEFP programs.

State Support

Funds for state support to school districts are provided primarily by legislative appropriations. The major portion of
state support is distributed under the provisions of the FEFP. State funds appropriated to finance the FEFP in 2007-
2008 is $6.3 billion for student enrollment associated with the 180 day regular school year and students in juvenile
justice programs during the summer. A separate appropriation of $410.8 million for Workforce Development was
made to finance adult vocational and adult general education. While a number of tax sources are deposited in the
State’s General Revenue Fund, the predominant tax source is the sales tax.

Statewide, proceeds from the 2006-2007 Florida Lottery will be used to finance the following general fund K-12
appropriations: District Discretionary Lottery Funds $104.0 million and School Recognition Funds, $157.6 million.

In addition, funds are appropriated to meet other needs by means of categorical programs and special allocations.
These include Class Size Reduction, $2.7 billion, Instructional Materials Program, $270.1 million, Student
Transportation, $490.0 million, Teacher Lead Program, $48.0 million and Reading, $116.1 million.

Local Support

Local revenue for school support is derived almost entirely from property taxes. Each of the 67 school districts in the
state is a countywide district.

Each school board participating in the state allocation of funds for current operation of schools must levy the millage
set for its required local effort taxes. The Legislature set the amount of $7.9 billion as required local effort for 2007-
2008. Each district’'s share of the state total of required local effort is determined by a statutory procedure that is
initiated by certification of the property tax valuations of each district by the Department of Revenue.

11
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CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, parents, students, investors and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for the money it receives. If
you have any questions about this report or need additional financial information, contact:

Michael J. Burke, Chief Financial Officer

The School District of Palm Beach County, Florida
3328 Forest Hill Boulevard, Suite A-306

West Palm Beach, FL 33406.

12
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF NET ASSETS
JUNE 30, 2007
(amounts expressed in thousands)

ASSETS
Cash, cash equivalents and investments
Taxes receivable
Accounts and interest receivable
Due from other agencies
Inventories
Restricted assets (cash with fiscal agent)
Other assets
Capital assets:
Land
Construction in progress
Improvements other than buildings
Buildings and improvements
Furniture, fixtures and equipment
Motor vehicles
Audio/video materials and software
Less accumulated depreciation
Total capital assets, net of depreciation
TOTAL ASSETS

LIABILITIES
Accounts and contracts payable
Accrued payroll and payroll deductions
Due to other agencies
Due to fiscal agent
Retainage payable on contracts
Tax anticipation notes payable
Commercial paper notes payable
Deposits payable
Interest payable
Unearned revenue
Noncurrent liabilities:
Portion due or payable within one year:
Notes payable
Bonds payable
Obligations under capital leases
Liability for compensated absences
Certificates of participation payable
Estimated claims and post retirement benefits
Portion due or payable after one year:
Notes payable
Bonds payable
Liability for compensated absences
Certificates of participation payable
Estimated claims and post retirement benefits
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Categorical carryover programs
Debt service
Capital projects
Other purposes
Unrestricted (deficit)

TOTAL NET ASSETS

Primary Government

Governmental Component
Activities Units
$ 1,299,633 $ 10,987
43,117 -
1,105 1,564
117,422 410
11,163 -
2,519 -
19,123 1,654
301,845 -
252,113 -
17,406 1,412
3,020,579 5,647
155,722 4,254
83,345 204
49,282 503
(742,390) (2,387)
3,137,902 9,633
4,631,984 24,248
79,932 2,782
84,651 411
6,463 -

159 -
18,049 -
85,000 -

250,000 -

374 -
40,832 -
61,222 2

- 837
30,540 -

- 24
12,875 127
45,245 -
21,799 -

- 7,575
36,486 -

149,215 -
1,885,431 -
32,617 -
2,840,890 11,758
1,602,902 3,454
3,333 -
89,329 -
177,925 1,137
- 477
(82,395) 7,422
$ 1,791,094 $ 12,490

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2007

(amounts expressed in thousands)

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental activities:
Instruction $ 909,826 $ 1,404 $ 140,417 $ -
Instructional support services 160,586 - - -
Board 4,735 - - -
General administration 9,013 - - -
School administration 97,408 - - -
Facilities acquisition and construction 127,948 - - 46,136
Fiscal services 5,385 - - -
Food services 57,888 25,515 32,305 -
Central services 14,617 - - -
Pupil transportation services 47,590 1,669 29,895 -
Operation of plant 133,150 - - -
Maintenance of plant 43,155 - - -
Administrative technology services 6,047 - - -
Community services 26,875 19,996 4,670 -
Interest on long-term debt 88,024 - - 5,884
Unallocated depreciation expense 90,216 - - -
Amortization expense 2,970 - - -
Total primary government
governmental activities 1,825,433 48,584 207,287 52,020
Component Units:
Charter schools $ 53,812 $ 764 $ 5,041 $ 2,297

General revenues:
Taxes:
Property taxes, levied for general purposes
Property taxes, levied for debt service
Property taxes, levied for capital projects
Local sales taxes
Grants and entitlements not restricted to specific programs
Investment earnings
Miscellaneous
Total general revenues
Change in net assets
Net Assets—beginning, as previously reported
Change in reporting entity
Net Assets—beginning, as adjusted
Net Assets—ending

The notes to the financial statements are an integral part of this statement.
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Net (Expense) Revenue
and Changes in Net Assets

Primary
Government

Governmental

Activities

Component
Units

$  (768,005)
(160,586)
(4,735)
(9,013)
(97,408)
(81,812)
(5,385)
(68)
(14,617)
(16,026)
(133,150)
(43,155)
(6,047)
(2,209)
(82,140)
(90,216)
(2,970)

(1,517,542)

(45,710)

885,000
24,796
309,793
116,693
279,180
60,661
22,450

46,371
462
2,638

1,698,573

49,471

181,031
1,610,063

3,761
8,826
(97)

1,610,063

8,729

$ 1,791,094

$ 12,490
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2007

(amounts expressed in thousands)

ASSETS

Cash, cash equivalents and investments
Taxes receivable

Accounts and interest receivable

Due from other agencies

Due from other funds

Other assets

Inventories

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts and contracts payable
Accrued payroll and payroll deductions
Due to other funds

Due to other agencies

Due to fiscal agent

Retainage payable on contracts
Tax anticipation notes payable
Commercial paper payable
Deposits payable

Interest payable
Deferred/Unearned revenue
TOTAL LIABILITIES

FUND BALANCES

Fund balances reserved:
Reserved for encumbrances
Reserved for inventory

Reserved for categorical carryover programs

Reserved for debt service
Fund balances (deficits) unreserved:

General Fund - designated for board contingency
General Fund - designated for Group Health Self-Insurance
Capital Project Funds - designated for capital projects

Undesignated (deficits), reported in:
General Fund
Capital Project Funds
Special Revenue Funds
TOTAL FUND BALANCES (DEFICITS)

TOTAL LIABILITIES AND FUND BALANCES

GENERAL COPS DEBT CAPITAL

FUND SERVICE IMPROVEMENT
$ 241,093 88,662 168,986
31,286 - 10,954

1,017 - -

3,192 - -

18,000 - -

553 - -

10,370 - -
305,511 88,662 179,940
15,397 - 15,135

94,651 - -

5,432 3 -

- 159 -
- - 1,800

85,000 - -

374 - -

2,512 - -

570 - -
203,936 162 16,935
6,185 - 42,761

10,370 - -

2,203 - -

- 88,500 -

39,400 - -

10,148 - -
- - 120,244

33,269 - -
101,575 88,500 163,005
$ 305,511 88,662 179,940

The notes to the financial statements are an integral part of this statement.
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OTHER

OTHER NON-MAJOR TOTAL
CAPITAL GOVERNMENTAL GOVERNMENTAL

COPS SALES TAX PROJECTS FUNDS FUNDS
525,866 $ 177,548  $ 52,385 $ 47,587 $ 1,302,127
- - - 877 43,117
- - - 88 1,105
- 18,474 47,797 47,407 116,870
- - - - 18,000
905 - 618 4 2,080
- - - 793 11,163
526,771 196,022 100,800 96,756 1,494,462
19,405 17,288 7,200 5,507 79,932
- - - - 94,651
- - - 18,000 18,000
- - - 1,028 6,463
- - - - 159
9,050 5,593 1,606 - 18,049
- - - - 85,000
- 250,000 - - 250,000
- - - - 374
- 1,308 - - 3,820
- - 45,851 18,083 64,504
28,455 274,189 54,657 42,618 620,952
130,817 50,682 24,364 7,663 262,472
- - - 793 11,163
- - 1,130 - 3,333
- - - 32,032 120,532
- - - - 39,400
- - - - 10,148
367,499 - 20,649 - 508,392
- - - - 33,269
- (128,849) - (1,557) (130,406)
- - 15,207 15,207
498,316 (78,167) 46,143 54,138 873,510
526,771 $ 196,022  $ 100,800 $ 96,756 $ 1,494,462
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

JUNE 30, 2007

(amounts expressed in thousands)

Total Fund Balances - Governmental Funds $ 873,510

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the governmental funds.

Cost of the assets 3,880,292
Accumulated depreciation (742,390) 3,137,902

Debt issuance charges are reported as expenditures in the
governmental funds when first incurred, however, they are
included as deferred charges in the governmental
activities in the statement of net assets. 17,595

An internal service fund is used by management to charge the
costs of maintenance activities to individual funds. The
assets and liabilitites of the internal service fund are
included in governmental activities in the statement
of net assets. 25

Revenues that have been deferred or unearned in the governmental 3,282
funds but are recongnized as revenue in the governmental-wide
financial statements.

Long-term liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. Long-term liabilities (net of
discounts/premiums and deferred amounts on refundings)
at year-end consist of:

Bonds payable 67,026

Compensated absences 162,090

Certificates of participation payable 1,930,676

Long-term claims payable, net of health claims 44,416

Accrued interest on long-term debt 37,012 (2,241,220)
Total Net Assets - Governmental Activities $ 1,791,094

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2007

(amounts expressed in thousands)

GENERAL COP DEBT CAPITAL
FUND SERVICE IMPROVEMENT
REVENUES:
Local sources:
Ad valorem taxes $ 885,000 $ - $ 309,793
Sales tax - - -
Impact fees - - -
Interest income and other 16,630 537 12,663
School age child care fees 19,923 - -
Food service sales - - -
Local grants and other 19,981 - -
Total local sources 941,534 537 322,456
State sources:
Florida education finance program 117,002 - -
Capital outlay and debt service 100 - -

Food service -
Transportation 29,895 - -
Public education capital outlay - - -
Effort index - - -

Class size reduction 140,417 - -
State grants and entitlements 65,707 - -
Total state sources 353,121 - -
Federal sources:
Federal grants and entitlements 4,595 - -
National school lunch act - - -
Total federal sources 4,595 - -
TOTAL REVENUES 1,299,250 537 322,456
EXPENDITURES:
Current:
Instruction 856,052 - -
Instructional support services 108,584 - -
Board 4,976 - -
General administration 6,936 - -
School administration 94,535 - -
Facilities acquisition and construction 469 - -
Fiscal services 4,820 - -

Food services

Central services 14,142 - -

Pupil transportation services 44,785 - -
Operation of plant 130,794 - -
Maintenance of plant 42,665 - -
Administrative technology services 5,156 - -
Community services 25,342 - -
Total Current Expenditures 1,339,256 - -

The notes to the financial statements are an integral part of this statement.
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OTHER

23

OTHER NON-MAJOR TOTAL
CAPITAL GOVERNMENTAL GOVERNMENTAL

COPS SALES TAX PROJECTS FUNDS FUNDS
- $ - $ - $ 24,796 $ 1,219,589
- 116,693 - - 116,693
- - 18,517 - 18,517
15,131 10,201 2,107 2,944 60,213
- - - - 19,923
- - - 25,146 25,146
- - 1,388 11,898 33,267
15,131 126,894 22,012 64,784 1,493,348
- - 117,002
- 6,768 6,868
- 853 853
- - 29,895
- 8,526 8,526
403 - 403
10,348 - 150,765
- 1,422 67,129
10,751 17,569 381,441
- 99,719 104,314
- 31,451 31,451
- 131,170 135,765
32,763 213,523 2,010,554
- 52,928 908,980
- 51,181 159,765
- - 4,976
- 1,905 8,841
- 280 94,815
- 25 494
- 57 4,877
- 57,626 57,626
- 374 14,516
- 1,393 46,178
- 1,370 132,164
- 24 42,689
- - 5,156
- 2,536 27,878
- 169,699 1,508,955

(Continued)



THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007
(amounts expressed in thousands)

GENERAL
FUND

Capital outlay -

Debt service:
Retirement of principal -
Interest 2,616
Fiscal charges -

TOTAL EXPENDITURES 1,341,872
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (42,622)

OTHER FINANCING SOURCES (USES):
Transfers in 43,621
Transfers out -
Issuance of long-term and refunded debt -
Net premium (discount) from issuance of

long-term and refunded debt -
Payments to refunded debt escrow agent -
Proceeds of loss recoveries 3,771
Sale of capital assets and other -

TOTAL OTHER FINANCING SOURCES (USES) T 47392
NET CHANGE IN FUND BALANCES 4,770
FUND BALANCES (DEFICIT), JULY 1, 2006 96,805
FUND BALANCES (DEFICIT), JUNE 30, 2007 $ 101,575

The notes to the financial statements are an integral part of this statement.
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COP DEBT
SERVICE

37,605
68,725
2,963
109,293

(108,756)

120,540

222,795

5,069
(246,012)

102,392

(6,364)

94,864

88,500

CAPITAL

IMPROVEMENT

125,475

125,479

196,977

(164,161)

(164,161)
32,816

130,189

3$ 163,005



OTHER
CAPITAL

COPS SALES TAX PROJECTS
181,586 147,527 45,465

- 8,984 -

3,252 863 -
184,838 157,374 45,465
(169,707) (30,480) (12,702)

387,945 . B

12,788 -

- - 170
- - 1,597
400,733 - 1,767
231,026 (30,480) (10,935)
267,290 (47,687) 57,078
498,316 $ (78,167) $ 46,143

25

OTHER
NON-MAJOR
GOVERNMENTAL
FUNDS

8,897

30,310
4,028
941
213,875

(352)

(352)

54,490

$ 54,138

TOTAL
GOVERNMENTAL
FUNDS

508,950

67,915
84,353
8,023
2,178,196

(167,642)

164,161
(164,161)
610,740

17,857
(246,012)
3,941
1,597
388,123

220,481

653,029

$ 873,510

(Concluded)



THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

(amounts expressed in thousands)

Total net change in fund balances - governmental funds $ 220,481
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives
as depreciation expense. This is the amount by which capitalized capital outlays ($393,778)
exceed depreciation expense ($90,216) in the period. 303,562
Bond proceeds provide current financial resources to governmental funds, but issuing debt
increases long-term liabilities in the statement of net assets. (387,945)

Governmental funds report the effect of issuance costs, premiums, discounts, and similar
items when debt is first issued, whereas these amounts are deferred and amortized in the
statement of activities. (8,627)

Repayment of bond principal is an expenditure in the governmental funds, but the repayment

reduces long-term liabilities in the statement of net assets. 67,915

Bond refunding proceeds provide current financial resources to governmental funds.
Bond refunding payments are expenditures in the governmental funds. This is
the amount by which refunding payments ($246,012) exceed refunding

proceeds ($222,795) in the current period. 23,217

The net effect of various miscellaneous transactions involving capital assets

(sales, trade-ins, and donations) is to decrease net assets. (20,970)

Expenses in the statement of activities that do not require the use of current financial
resources are not reported in the governmental funds. (16,602)

An internal service fund is used by management to charge the costs of maintenance
activities to individual funds. The net revenue of the internal service fund
is reported with governmental activities.

Change in net assets of governmental activities $ 181,031

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2007
(amounts expressed in thousands)

Variances -
Actual Positive (Negative)
Budgeted Amounts (Budgetary Original Final
Original Final Basis) to Final to Actual

REVENUES:
Local sources $ 927,534 $ 941,057 $ 941,534 $ 13,523 $ 477
State sources 373,462 353,121 353,121 (20,341) -
Federal sources 3,067 4,595 4,595 1,528 -
TOTAL REVENUES 1,304,063 1,298,773 1,299,250 (5,290) 477
EXPENDITURES:
Instruction 910,130 883,003 859,522 27,127 23,481
Instructional support services 113,768 116,575 108,778 (2,807) 7,797
Board 5,441 5,671 5,227 (230) 444
General administration 7,351 7,507 6,936 (156) 571
School administration 97,545 99,974 94,564 (2,429) 5,410
Facilities acquisition and construction 545 650 470 (109) 180
Fiscal services 4,712 5,132 4,845 (420) 287
Central services 14,542 15,125 14,635 (583) 490
Pupil transportation services 44,145 48,735 45,344 (4,590) 3,391
Operation of plant 133,548 137,177 131,324 (3,629) 5,853
Maintenance of plant 43,831 44,430 43,175 (599) 1,255
Administrative Technology Services 5,755 5,726 5,182 29 544
Community services 23,173 31,170 25,439 (7,997) 5,731
Debt service 1,662 2,616 2,616 (954) -
TOTAL EXPENDITURES 1,406,148 1,403,491 1,348,057 2,657 55,434
DEFICIENCY OF REVENUES

OVER EXPENDITURES (102,085) (104,718) (48,807) (2,633) 55,911
OTHER FINANCING SOURCES:
Transfers in 42,300 43,621 43,621 1,321 -
Transfers out - (79) - (79) 79
Proceeds from loss recoveries - 3,771 3,771 3,771 -
TOTAL OTHER FINANCING SOURCES 42,300 47,313 47,392 5,013 79
NET CHANGE IN FUND BALANCE $ (59,785) $  (57,405) (1,415) $ 2,380 $ 55,990
FUND BALANCE, JULY 1, 2006 (GAAP BASIS) 96,805
FUND BALANCE, JUNE 30, 2006

(BUDGETARY BASIS) 95,390
Adjustment To Conform With GAAP:

Elimination of encumbrances 6,185
FUND BALANCE, JUNE 30, 2007 (GAAP BASIS) $ 101,575

The notes to the financial statements are an integral part of this statement.

27



THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA
STATEMENT OF NET ASSETS

PROPRIETARY FUND

JUNE 30, 2007

(amounts expressed in thousands)

Governmental
Activities

Internal Service

Fund
ASSETS
Cash, cash equivalents and investments $ 25
Total assets $ 25
NET ASSETS
Unrestricted $ 25
Total liabilities and net assets $ 25

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND

FOR THE YEAR ENDED JUNE 30, 2007

(amounts expressed in thousands)

Governmental
Activities
Internal
Service
Fund

OPERATING REVENUES:
Service revenue $ 27,468
TOTAL OPERATING REVENUES 27,468
OPERATING EXPENSES:
Salaries 21,107
Benefits 6,381
Purchased services 115
TOTAL OPERATING EXPENSES 27,603
OPERATING LOSS (139)
NONOPERATING REVENUES:
Interest and other income 135
TOTAL NONOPERATING REVENUES 135
CHANGE IN NET ASSETS -
NET ASSETS - Beginning of year 25
NET ASSETS - End of year $ 25

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA

STATEMENT OF CASH FLOWS
PROPRIETARY FUND

FOR THE YEAR ENDED JUNE 30, 2007
(amounts expressed in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash receipts from services provided to other funds
Cash payments to suppliers for goods and services
Cash payments for salaries, benefits, and other expenses
Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest earnings on investments
Net cash provided by investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

RECONCILIATION OF OPERATING LOSS TO
NET CASH USED IN OPERATING ACTIVITIES:

Operating loss

Adjustments to reconcile operating loss to

net cash used in operating activities:
Changes in assets and liabilities:
Decrease in accounts payable
Total adjustments

Net cash used in operating activities

The notes to the financial statements are an integral part of this statement.

30

Governmental
Activities

Internal
Service
Fund

$ 27,468

(127)
(27,488)

(147)

135

135

(12)
37

$ 25

$ (135)

(12)

(12)

$ (147)




THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

JUNE 30, 2007

(amounts expressed in thousands)

PRIVATE-
PURPOSE AGENCY
TRUST FUND FUND
FLORIDA
FUTURE SCHOOL
EDUCATORS INTERNAL
OF AMERICA FUNDS
ASSETS
Cash, cash equivalents and investments $ 533 $ 16,703
Accounts receivable - 647
TOTAL ASSETS 533 $ 17,350
LIABILITIES
Accounts payable - $ 29
Other liabilities - 553
Due to student organizations - 16,768
TOTAL LIABILITIES - $ 17,350
NET ASSETS
Held in trust for scholarships 533
TOTAL NET ASSETS $ 533

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2007

(amounts expressed in thousands)

PRIVATE-
PURPOSE
TRUST FUND
FLORIDA
FUTURE
EDUCATORS
OF AMERICA
ADDITIONS
Donations $ 77
TOTAL ADDITIONS 77
DEDUCTIONS
Scholarship disbursements 68
TOTAL DEDUCTIONS 68
CHANGE IN NET ASSETS 9
NET ASSETS - Beginning of year 524
NET ASSETS - End of year $ 533

The notes to the financial statements are an integral part of this statement.
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THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the School District of Palm Beach County, Florida (the "District") have been
prepared to conform with Accounting Principles Generally Accepted in the United States of America (“GAAP”)
as applied to governmental units. The Governmental Accounting Standards Board (“GASB”) is the accepted
standard setting body for establishing governmental accounting and financial reporting principles.
Pursuant to Florida Statutes, Section 1010.01, the Superintendent of Schools is responsible for keeping
records and accounts of all financial transactions in the manner prescribed by the State Board of
Education. The following is a summary of the more significant of these policies:

A. Reporting Entity

The District and its governing board are organized and operated under Section 4, Article IX, of the
Constitution of Florida and Chapter 1001 of Florida Statutes. The District's boundaries are coterminous
with those of Palm Beach County. Management of the School District is independent of county and city
governments. The membership of the governing board of the District (the "Board") consists of seven
members elected by countywide vote for overlapping four-year terms. The Superintendent is appointed by
the Board to act as executive officer of the District.

For financial reporting purposes, the accompanying financial statements include all of the operations over
which the District is financially accountable. The District is financially accountable for organizations that
make up its legal entity, as well as legally separate organizations that meet certain criteria. In accordance
with GASB 14, "The Financial Reporting Entity," as amended by GASB 39, “Determining Whether Certain
Organizations Are Component Units”, the criteria for inclusion in the reporting entity involve those cases
where the District or its officials appoint a voting majority of an organization’s governing body, and is either
able to impose its will on the organization or there is a potential for the organization to provide specific
financial benefits to or to impose specific financial burdens on the District or the nature and significance of
the relationship between the District and the organization is such that exclusion would cause the District’s
financial statements to be incomplete. Applying this definition, District management has determined that
the component units and/or joint ventures reportable within the accompanying financial statements are the
Palm Beach School Board Leasing Corporation, (the "Corporation") and thirty-four of the thirty-eight
Charter Schools operating within the District. These Charter Schools are included due to the fact that the
exclusion of them would cause the District’s financial statements to be incomplete. Based on the Auditor
General’s Rules, Chapter 10.850, “Audits of Charter Schools and Similar Entities” District management has
determined that the following four charter schools are non-component units: Palm Beach Maritime
Academy, Potentials Charter School, Potentials South Charter School and Seagull Academy Charter School.
Each of these charter schools are operated by entities other than the District and are not legally separate
from those entities. As such, each of these charter schools is included as a component unit of their
respective operating entity.

Blended Component Unit - The Corporation is legally separate from the District and it’s sole purpose is to
provide for financing and construction of certain District school facilities. The Board of the Corporation
consists of the seven Board members of the District. Due to the substantive economic relationship between
the Corporation and the District, the financial activities of the Corporation have been blended (reported as if
it were part of the District) with those of the District. The Corporation does not publish individual
component unit financial statements.

Discretely Presented Component Units - Florida State Statute 1002.33 authorized the establishment of
Charter Schools as part of the State’s education program. All Charter Schools are fully recognized as public
schools. As such, Charter Schools are funded on the same basis and are subject to the same financial
reporting requirements as the District. Additionally, all students enrolled in Charter Schools are included
in the District’s total enrollment. At fiscal year end there were thirty-four Charter Schools operating within
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the School District of Palm Beach County meeting the criteria for presentation as a discretely presented
component unit.

During fiscal year 2007 the Palm Beach Military Academy commenced and ceased operations, on July 1,
2006 and November 10, 2006, respectively. The District recovered all the assets of the charter school at the
time of the closure. The charter school did not submit an audit of its operation, thus no financial
information has been reported for this entity. In addition, three charter schools ceased operations at year-
end, Good Schools for All Leadership, Gulfstream Goodwill Career Academy and The IMAGINE School.
Good Schools for All Leadership and Gulfstream Goodwill Career Academy have submitted audits of their
operations and that information has been reported. The IMAGINE School did not submit an audit of its
operation, thus no financial information has been reported for this entity.

Complete financial statements of the individual component units can be obtained from their administrative
offices, except for those previously identified that closed operations during the year or those whose charters
were terminated. The thirty-four component unit charter schools in operation at fiscal year end are listed
below:

Academy for International Studies
717 Prosperity Farms Road
North Palm Beach, Florida 33408

Believers Academy
5840 Corporate Way, Suite 100
West Palm Beach, Florida 33407

Bright Futures International
757 Lighthouse Drive
North Palm Beach, Florida 33408

Charter School of Boynton Beach
7887 N. Federal Highway
Boca Raton, Florida 33487

Delray Youth Vocational Charter School
601 North Congress Avenue, Unit 110
Delray Beach, Florida 33445

Everglades Preparatory Academy
183 South Lake Avenue
Pahokee, Florida 33476

Glades Academy
1200 East Main Street
Pahokee, Florida 33476

Guided Path Academy
1199 West Lantana Road, Building 3
Lantana, Florida 33462

Academy for Positive Learning
128 North C. Street
Lake Worth, Florida 33460

Boca Raton Charter
414 NW 35th Street
Boca Raton, Florida 33431

Chancellor Charter School of Lantana
600 South East Coast Avenue
Lantana, Florida 33462

DayStar Academy of Excellence
970 North Seacrest Boulevard
Boynton Beach, Florida 33435

Ed Venture Charter School
117 East Coast Avenue
Hypoluxo, Florida 33462

G-STAR School of the Arts
2065 Prairie Road, Building J
West Palm Beach, Florida 33406

Good Schools for All Leadership
40 NW 4th Avenue

Delray Beach, Florida 33444
(Closed 6-30-07)

Gulfstream Goodwill Career Academy
269 NE 14th Street

Boca Raton, Florida 33432

(Closed 6-30-07)
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Gulfstream Goodwill L.I.LF.E Academy
3800 South Congress Avenue, Suite 12
Boynton Beach, Florida 33426

Hope Learning Community of Riviera Beach
(Noah’s Ark International)

21 West 22nd Street

Riviera Beach, Florida 33404

JFK Medical Center Charter School
4696 Davis Road
Lake Worth, Florida 33461

Lakeside Academy Charter School
716 South Main Street
Belle Glade, Florida 33430

Life Skills Center, Palm Beach
600 N. Congress Avenue, Suite 560
Delray Beach, Florida 33445

Montessori Academy of Northern Palm Beach
9482 Mac Arthur Boulevard
Palm Beach Gardens, Florida 33403

Palm Beach School for Autism, Inc.
1199 West Lantana Road, Cottage #16
Lantana, Florida 33462

Riviera Beach Maritime Academy
251 W. 11t Street
Riviera Beach, Florida 33404

Toussaint L’Ouverture
14610-A South Military Trail
Delray Beach, Florida 33484

Change in Reporting Entity
As a result of the cease of operations of The IMAGINE School, District’s management has excluded this
Charter School, which was reported as a component unit during prior years. As a result of this change in
reporting, the net assets of the component units as a whole has been adjusted by $97,000 as follows:

Net Assets - Beginning of year, as previously reported $

Gulfstream Goodwill Transition Academy
950 North Congress Avenue
Riviera Beach, Florida 33404

Inlet Grove Community High School, Inc.
7071 Garden Road
West Palm Beach, Florida 33404

Joseph Littles-Nguzo Saba Charter School
5829 Corporate Way, 2nd Floor
West Palm Beach, Florida 33407

Leadership Academy West
2030 South Congress Avenue
West Palm Beach, Florida 33406

Montessori Academy of Early Enrichment
2925 10th Avenue North, Suite 108
Palm Springs, Florida 33461

Palm Beach Academy for Learning
1199 West Lantana Road, Cottage 19
Lantana, Florida 33462

Renaissance Learning Center
5800 Corporate Way
West Palm Beach, Florida 33407

South Tech Charter School
1300 S.W. 30th Avenue
Rivera Beach, Florida 33426

Western Academy Charter School
S500F-K Royal Plaza Road
Royal Palm Beach, Florida 33411

Since the District is independent of and is not financially accountable for other governmental units or civic
entities, these financial statements represent the operations of the District, the Corporation, Assumption, as
well as all of the funds of the District as a governmental unit.

8,826,000

Adjustments for Effect of Change in Reporting Entity

The IMAGINE School

Net Assets - Beginning of year, adjusted $

(97,000)
8,729,000
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B. Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government-wide Financial Statements

The Statement of Net Assets and the Statement of Activities display information about the District as a
whole. These statements include the financial activities of the primary government, except for fiduciary
funds. Internal service fund activity is eliminated to avoid “doubling up” revenues and expenses.

The government-wide statements are prepared using the economic resources measurement focus. This is
the same approach used in the preparation of the proprietary fund financial statements but differs from the
manner in which governmental fund financial statements are prepared. Governmental fund financial
statements therefore include a reconciliation with brief explanations to better identify the relationship
between the government-wide statements and the statements for governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each function or program of the District’s governmental activities. Direct expenses are those
that are specifically associated with a service, program or department and are therefore clearly identifiable
to a particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program and grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues which are not classified as program revenues are
presented as general revenues of the District. The comparison of direct expenses with program revenues
identifies the extent to which each governmental function is self-financing or draws from the general
revenues of the District.

Fund Financial Statements

Fund financial statements report detailed information about the District. The focus of governmental fund
financial statements is on major funds rather than reporting funds by type. Each major fund is reported in
a separate column. Nonmajor funds are aggregated and presented in a single column. All of the component
units are nonmajor and are aggregated and presented in a single column. The internal service fund is
presented in a single column on the face of the proprietary fund statements. Fiduciary funds are reported
by fund type.

The Governmental Funds are accounted for on the “flow of current financial resources” measurement focus.
This measurement focus is based on the concept of accountability, which includes measuring interperiod
equity whether current year revenues were sufficient to pay for current year services. The Proprietary Fund
is accounted for on an “economic resources” measurement focus. Accordingly, the Statement of Revenues,
Expenses and Changes in Fund Net Assets for the Proprietary Fund reports increases and decreases in total
economic net worth. The private purpose trust fund is reported using the economic resources measurement
focus.

GOVERNMENTAL FUNDS

Governmental Funds are those through which most District functions are financed. The acquisition, use
and balances of the District’s expendable financial resources and the related liabilities (except those
accounted for in the Proprietary Fund and Fiduciary Funds) are accounted for through Governmental
Funds. The measurement focus is upon determination of changes in financial resources rather than upon
determination of net income. The following are the District’s major governmental funds:

General Fund

The General Fund is the primary operating fund of the District. Ad valorem tax revenues, revenues from the
Florida Education Finance Program ("FEFP") and other receipts not allocated by law or contractual
agreement to other funds are accounted for in this fund. Similarly, general operating expenditures, fixed
charges, and capital improvement costs that are not paid through other funds are paid from this fund.
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Certificates of Participation (“COPS”) Debt Service Fund
The COPS debt service fund accounts for the repayment of the certificates of participation.

Capital Improvement Capital Projects Fund
The capital improvement capital projects fund accounts for locally received funds, primarily ad valorem tax
revenue, for the acquisition, construction or renovation of capital facilities, including land and equipment.

Certificates of Participation (“COPS”) Capital Projects Fund
The COPS capital projects fund accounts for construction projects and equipment purchases financed by
the sale of certificates of participation.

Sales Tax Capital Projects Fund
The sales tax capital projects fund accounts for locally received funds, primarily sales tax revenue, for the
acquisition, construction or renovation of capital facilities, including land and equipment.

Other Capital Projects Fund
The other capital projects fund account for impact fees and miscellaneous state revenues received for the
acquisition, construction and renovation of capital facilities.

Other Governmental Funds
The other governmental funds are a summarization of all the non-major governmental funds.

PROPRIETARY FUNDS

Proprietary funds are used to account for ongoing organizations and activities, which are operated and
financed in a manner similar to those found in the private sector. The measurement focus is upon the
determination of net income. The only proprietary fund that the District has is an internal service fund.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
District’s internal service fund are charges for maintenance services. Operating expenses include the cost of
the services along with payroll and related expenses. All revenues and expenses not meeting this definition
are reported as non-operating revenues and expenses.

Internal Service Fund

Internal service funds are used to account for the financing of goods and services provided by one
department to another on a cost reimbursement basis. The District's only internal service fund accounts for
the District’s maintenance services.

FIDUCIARY FUNDS

Fiduciary Funds are used to account for assets held by the District on behalf of outside related
organizations or on behalf of other funds within the District.

Agency Funds

Agency Funds consist of activity funds, which are established at each school to account for the receipts and
disbursements of various school activities administered for the general welfare of the students and
completion of certain planned objectives and special programs of school groups. The District retains no
equity interest in these funds. Agency funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations.
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Private Purpose Trust Fund

A trust fund was established in January 1993 and is used to account for a District supported Florida
Future Educators of America. Revenues consist of employee donations and interest income. Expenditures
represent scholarships for future teachers, which are awarded in accordance with the trust requirements.

BASIS OF ACCOUNTING

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Governmental funds use the modified accrual basis of accounting. Proprietary and fiduciary
funds also use the accrual basis of accounting.

Modified Accrual

Under the modified accrual basis, revenues are recognized in the accounting period in which they become
susceptible to accrual, i.e., both available and measurable. "Measurable" means the amount of the
transaction can be determined and "available" means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. Significant revenues susceptible to accrual
include ad valorem taxes, reimbursable-type grants and interest on investments. The District considers all
revenues (with the exception of the expenditure-driven grants) as available if they are collected within sixty
(60) days after year-end. The expenditure driven grants are considered available if received within one year
from the balance sheet date. Property tax revenue is recognized when taxes are received, except at year end
when revenue is recognized for taxes received by the District within 60 days subsequent to fiscal year end.
Expenditures are recognized in the accounting period in which the liability is incurred. However, exceptions
include the amount of unmatured principal and interest on general long-term debt, compensated absences
and claims and judgments (excluding health claims), which are recognized when due.

In applying the susceptible to accrual concept to revenues from federal and State sources, the legal
contractual requirements of the numerous individual programs are used as guidance. Revenue from grants
and entitlements is recognized when all eligibility requirements have been satisfied. There are, however,
essentially two types of these revenues. In one, monies must be expended for the specific purpose or project
before the District will receive any amounts; therefore, revenues are recognized based upon the occurrence
of expenditures. In the other type, monies are virtually unrestricted as to purpose of expenditure and are
usually revocable only for failure to comply with prescribed legal and contractual requirements. These
resources are reflected as revenues at the time of receipt or earlier if the susceptible to accrual criteria are
met. In all cases, monies received before the revenue recognition criteria have been met are reported as
deferred revenue.

Accrual
Under the accrual basis of accounting, revenues are recognized in the period earned and expenses are
recognized in the period incurred.

Revenue Recognition

State Revenue Sources — Revenues from State sources for current operations are primarily from the
Florida Education Finance Program (“FEFP”), administered by the Florida Department of Education
(“FDOE”), under the provisions of Chapter 1011, Florida Statutes. The District files reports on full time
equivalent (“FTE”) student membership with the FDOE. The FDOE accumulates information from these
reports and calculates the allocation of FEFP funds to the District. After review and verification of FTE
reports and supporting documentation, the FDOE may adjust subsequent fiscal period allocations of FEFP
funding for prior year errors disclosed by its review. Normally, such adjustments are treated as reductions
of revenue in the year the reduction is made, as amounts are not significant.

40




THE SCHOOL DISTRICT OF PALM BEACH COUNTY, FLORIDA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

The District receives revenue from the State to administer certain categorical educational programs. State
Board of Education rules require that revenue earmarked for these programs be expended only for the
program for which the money is provided and require that the money not expended as of the close of the
fiscal year be carried forward into the following year to be expended for the same categorical educational
programs. Any unused money is returned to the FDOE and so recorded in the year returned.

The District, at various times, receives authorization for the expenditure of funds for Public Education
Capital Outlay (“PECO”), Classrooms First, Effort index grant and Class size reduction projects from the
State of Florida. For State reporting purposes, PECO, Classrooms First, Effort index grant and Class size
reduction revenue is recognized at the time authorization is approved by the State. For financial reporting
purposes however, as there is no assurance that all funds made available will become eligible and since
authorizations are made available for several years, revenue is not recognized until the eligibility criteria is
met.

Property Taxes — On an accrual basis, property tax revenue anticipated to be collected is recognized in the
fiscal year for which it is levied. Delinquent taxes collected in subsequent periods are recognized as revenue
during the fiscal year in which they are received.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, and then unrestricted resources as they are needed.

C. Budgetary Policies

Revenues and expenditures are controlled by budgetary systems in accordance with various legal and
administrative requirements that govern the District's operations. The budget represents a process through
which policy decisions are made, implemented and controlled. The budget is adopted on a basis consistent
with GAAP, except for encumbrances, and the PECO, Classrooms First, Effort index grant and Class size
reduction revenues. The budgetary process includes encumbrances and the aforementioned revenues in the
current year budget. The encumbrances and revenues are reported as expenditures or revenues
respectively, on the budgetary basis of accounting.

Annual budgets are legally adopted for all funds except the fiduciary funds. The budget amounts for
revenues and expenditures reflect all amendments to the original budget through September 6, 2006, the
date of the final amendment approved by the Board. Significant dates in the budgeting timetable follow:

1. The Palm Beach County Property Appraiser certifies to the District the taxable value of all
nonexempt District property by July 1 of each year, or the Clerk of the Circuit Court is required

to certify an interim tax roll.

2. Within 24 days of tax roll certification, the Board considers and approves for advertising a
tentative budget.

3. Within 29 days after tax roll certification, the District advertises the tentative budget and the
millage rates therein.

4. A public hearing to adopt the tentative budget and proposed millage rate is held not less than
two nor more than five days after the budget is advertised.

5. Within 35 days of tax roll certification, the District notifies the Palm Beach County Property
Appraiser of proposed millage rates.

At a final public hearing within 80 days, but not less than 65 days, after tax roll certification, the Board
adopts the District budget.
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The major functional level is the legal level of budgetary control. Per Board policy, management is
authorized to make budget amendments at function level with Board approval. All interim budget
amendments between major functional areas within each fund are submitted to the Board for approval. All
budget amendments that are categorized as federal or State grants must have State approval as well as
Board approval. The Board is not legally authorized to approve expenditures that exceed appropriations;
therefore, during fiscal year 2007, budget amendments were approved as necessary to comply with legal
requirements.

Unreserved appropriations are canceled at the end of the fiscal year. However, encumbered appropriations
for funds do not lapse at the end of the fiscal year. Undesignated fund balances at June 30, 2007 for funds
under budgetary control have been reappropriated for the fiscal year 2008 operating budget within the
appropriate fund. Programs reserved for carryover include all State categorical grants required to be
expended on specific programs and District approved carryover programs.

D. Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of funds are recorded to reserve a portion of an applicable appropriation, is utilized for
budgetary control purposes. Encumbrances are not the equivalent of expenditures, and accordingly,
amounts reserved for encumbrances at the governmental fund level indicate that portion of the fund
balance segregated for expenditure upon vendor performance.

E. Cash, Cash Equivalents and Investments

The District maintains a Treasurer’s pool for the District’s cash and investments. Each fund’s portion of the
pool is presented on the financial statements. Investments are stated at fair value. Investments consist of
direct obligations of the United States Treasury, U.S. Government Agency Securities, and money market
funds investing in U.S. Treasury Securities. For purposes of the statement of cash flows, cash equivalents
are considered to be the money market funds and all highly liquid investments with a maturity of three
months or less when purchased.

F. Inventories

Inventories are valued at cost, which approximates market, using the average cost method. The District’s
inventories include various items consisting of school supplies, paper, books, maintenance items,
transportation items, commodities, etc. USDA commodities received from the federal government are
recorded at the value established by the federal government using the average cost method. Inventoriable
items are recorded as expenditures when shipped to schools and department offices (the consumption
method). The reserve for inventories at the governmental fund level is equal to the amount of inventories at
year-end to indicate the portion of the governmental fund balances that are not available for appropriation
and expenditure.

G. Capital Assets

Capital assets represent the cumulative amount of capital assets owned by the District. Purchased assets
are recorded as expenditures in the fund financial statements and are capitalized at cost on the
government-wide statement of net assets. In the case of gifts or contributions, such assets are recorded at
fair market value at the time received.

The District’s capitalization levels are $1,000 on tangible personal property, $100,000 on building

improvements and $50,000 on improvements other than buildings. Other costs incurred for repairs and
maintenance are expensed as incurred. All reported capital assets except land and construction in progress
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are depreciated. Depreciation is computed using the straight-line method over the following estimated
useful lives:

Description Estimated Lives
Furniture, Fixtures and Equipment 3 - 15 years
Motor Vehicles S5 - 10 years
Audio/Video Materials & Software 3 - 5years
Buildings and Improvements 15 - 50 years
Improvements Other Than Buildings 15 years

H. Long-term Debt

In the fund-level financial statements, governmental funds report the face amount of debt issued, as well as
any premiums (discounts) as other financing sources (uses). Debt issuance costs are reported as debt
service expenditures. In the government-wide financial statements, long-term debt is reported as liabilities
in the statement of net assets. Debt premiums, discounts, issuance costs, as well as deferred amounts on
refundings, are deferred and amortized over the life of the debt.

I. Self Insurance

The District is self-insured for portions of its general and automobile liability insurance and workers’
compensation. The estimated liability for self-insured risks represents an estimate of the amount to be paid
on insurance claims reported and on insurance claims incurred but not reported (See Note 7). Consistent
with GAAP guidelines, for the governmental funds, in the fund financial statements, the liability for self-
insured risks is considered long-term and therefore, is not a fund liability and represents a reconciling item
between the fund level and government-wide presentations. An expenditure is recognized in the
governmental fund as payments come due each period.

The District provides health insurance for its employees and eligible dependents. Effective January 1, 2007,
the District changed from a fully insured plan to a self-insured plan, with excess stop loss coverage to
protect the District against catastrophic health claims. With the adoption of the self-insurance plan,
activities are accounted for in the general fund. In the fund level financial statements, the liability for
employee health insurance is considered short-term and therefore, is a fund liability and does not
represents a reconciling item between the fund level and government-wide presentations. An expenditure is
recognized in the governmental fund when incurred.

J. Compensated Absences

Compensated absences are payments to employees for accumulated vacation and sick leave. These amounts
also include the related employer’s share of applicable taxes and retirement contributions. District
employees may accumulate unused vacation and sick leave up to a specified amount depending on their
date of hire. Vacation and sick leave is payable to employees upon termination or retirement at the current
rate of pay on the date of termination or retirement. The costs of vacation and sick leave benefits are
budgeted and expended in the respective operating funds when payments are made to employees.

The District uses the vesting method to calculate the compensated absences amounts. The entire
compensated absence liability is reported on the government-wide financial statements. The current
portion is the amount estimated to be used in the following year. Consistent with GAAP guidelines, for the
governmental funds, in the fund financial statements, all of the compensated absences are considered long-
term and therefore, are not a fund liability and represents a reconciling item between the fund level and
government-wide presentations. An expenditure is recognized in the governmental fund as payments come
due each period, for example, as a result of employee resignations and retirements.
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2.

K. Reserves and Designations of Fund Equity

Portions of Fund Equity that have been reserved indicate the amount of fund balance that cannot be
appropriated for expenditures since it is legally segregated for a specific future use. In addition, the District
established a designation of Fund Equity for Board Contingency and group health self-insurance. The
Board contingency designation will ultimately accumulate up to 3% of the total annual General Fund
appropriations and transfers.

L. Impact of New Accounting Principle

In June 2004, the GASB issued Statement No. 45 (“GASB 45”), “Accounting and Financial Reporting by
Employers for Post Employment Benefits Other Than Pensions”. Other post employment benefits (OPEB),
as well as pensions, are part of an exchange of salaries and benefits for employee services rendered. From
an accrual accounting perspective, the costs of OPEB, like the cost of pension benefits, generally should be
associated with the periods in which the exchange occurs, rather than with the periods when the benefits
are paid or provided, which can be many years later. The statement improves the relevance and usefulness
of financial reporting by (a) requiring systematic, accrual-basis measurement and recognition of OPEB cost
(expense) over a period that approximates employees’ years of service and (b) providing information about
actuarial accrued liabilities associated with OPEB and whether and to what extent progress is being made
in funding the plan.

This statement is effective for the periods beginning after September 15, 2006. The District is currently
assessing the impact of GASB 45 on its financial position.

M. Accounting Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting periods. Actual results could differ from those estimates.

N. Deficit Fund Balance

The sales tax fund has a deficit fund balance of $78,167,000 as of June 30, 2007. This deficit will be
funded with future sales tax revenues.

AD VALOREM TAXES

The Board is authorized by Florida Statutes to levy property taxes for District operations, capital
improvements and debt service. Property taxes consist of ad valorem taxes on real and personal property
within the District. The Palm Beach County Property Appraiser assesses property values and the Palm
Beach County Tax Collector collects the property taxes.

Property values are assessed as of January 1 each year. The Board levies the property tax at the final
budget hearing each year based on the assessed valuation of all non-exempt property. This levy finances
the expenditures of the current fiscal year. Tax bills are mailed by the Palm Beach County Tax Collector on
November 1 and are due no later than April 1. After this date, taxes become an enforceable lien on
property. Discounts of up to four percent are available for early payment. The majority of ad valorem taxes
are collected in November and December and remitted to the School Board. Section 197.383, Florida
Statutes, requires the Palm Beach County Tax Collector to distribute the taxes collected to each taxing
authority at least four times during the first two months after the tax roll comes into the Tax Collector's
possession, and at least once per month thereafter. Taxes are considered delinquent if not paid prior to
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April 1. State law provides for enforcement of collection of taxes by the sale of tax certificates on real
property and for levy upon, seizure and sale of personal property after the Palm Beach County Tax Collector
initiates a sequence of required procedures resulting in a court order to carry out the action.

The State Legislature prescribes the maximum non-voted millage that may be levied by the Board for each
fiscal year. The total millage rate levy was 7.872 mills and the total assessed value on which the 2006-07
levy was based was $161,252,193,452. Gross taxes levied were $1,269,377,267. Total revenue, net of
discounts, was $1,219,589,063. A portion of the taxes levied for the Local Capital Improvement Capital
Project Fund, designated for repairs and maintenance programs, are transferred to the General Fund as
provided by Chapter 1013, Florida Statutes. For fiscal year 2007, the maintenance transfer amounted to
$43,620,950.

. CASH, CASH EQUIVALENTS AND INVESTMENTS
Cash and Cash Equivalents

Florida Statutes (F.S.) authorize the deposit of District funds in demand deposits or time deposits of
financial institutions approved by the State Treasurer and are defined as public deposits. All District public
deposits are held in qualified public depositories pursuant to chapter 280, Florida Statutes, the "Florida
Security for Public Deposits Act." Under the act, all qualified public depositories are required to pledge
eligible collateral having a market value equal to or greater than the average daily or monthly balance of all
public deposits times the depository's collateral pledging level. The collateral pledging level may range from
50 percent to 125 percent depending upon the depository's financial condition and the length of time that
the depository has been established. All collateral must be deposited with the State Treasurer. Any losses
to public depositors resulting from insolvency are covered by applicable deposit insurance, sale of securities
pledged as collateral and, if necessary, assessment against other qualified public depositories of the same
type as the depository in default. All bank balances of the District are fully insured or collateralized. At
June 30, 2007, the carrying amount of the District's cash deposits was $14,983,311 and the bank balance
was $29,042,579. The carrying amount of the Agency Fund - School Internal Funds cash deposits was
$16,702,731.

The District receives interest on all collected balances in its cash accounts from the qualified public
depository acting as its banking agent. Interest earnings are allocated to all funds based on the average
daily balance of each fund’s equity in the Treasurer’s Pool.

Cash Equivalents consist of amounts invested in the SBA Local Government Surplus Funds Trust Fund.
This investment pool operates as a Securities and Exchange Commission Rule 2a7-like external investment
pool under investment guidelines established by Section 215.47, Florida Statutes. The District’s direct
investment in the pool of $726,019,014 is reported at fair value. As of June 30, 2007, the Local
Government Investment Pool was not rated by a nationally recognized statistical rating agency. In
November, the SBA put a hold on withdrawals invested with the SBA to prevent a further deterioration in
the overall investment portfolio. This was based on the disclosure that the SBA had invested in mortgage-
backed securities that had the potential for significant declines in market value. See note 13 for additional
details.

Investments

The District’s investment policy permits investments in the SBA Local Government Surplus Funds Trust
Fund, securities of the United States Government, U.S. Government Agencies, federal instrumentalities,
interest bearing time deposit or savings accounts, repurchase agreements, commercial paper, corporate
notes, bankers’ acceptances, state and/or local government debt, and money market mutual funds. The
District’s investment advisor used the effective duration method to calculate effective duration measures for
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the securities held by the District. Besides measuring the sensitivity of the securities market value to
changes in interest rates, the effective duration method accounts for any call (early redemption) features
which a security may have. As of June 30, 2007, the District had the following unrestricted cash and
investments and maturities:

EFFECTIVE
PORTFOLIO / INVESTMENTS CARRYING VALUE DURATION
Cash Deposits $ 14,983,311 N/A
Flexible Repurchase Agreements 474,486,056 N/A
Florida State Board of Administration 726,019,014 N/A
Commercial Paper 560,995 0.320
Core Fund Investments
US Treasury - Notes 19,447,963 1.621
Federal Agency - Bond/Notes 48,485,750 1.621
Federal Agency - Mortgage Pass-Throughs 5,733,054 0.593
Corporate Notes 9,916,370 1.988

TOTAL $ 1,299,632,513

Interest Rate Risk

To limit exposure to fair value losses resulting from increases in interest rates, the District’s Investment
Policy limits operating funds to maturities of two years or less. Investments of reserves, project funds, debt
proceeds and other non-operating funds ('core funds") shall have a term appropriate to the need for funds
and in accordance with debt covenants, but in no event shall exceed five (5) years and the average duration
of the funds as a whole may not exceed three (3) years. The District’s investments in the Federal Home
Loan Bank mature between June 2008 and March 2010. The District’s investments in the Federal Home
Loan Mortgage Corporation mature between December 2007 and September 2009. The District’s
investments in the Federal National Mortgage Association mature between August 2008 and May 2011. As
of June 30, 2007, the District held approximately $7.4 million in market value of callable securities issued
by Federal Instrumentalities which permit the issuer to redeem the securities prior to their original maturity
date. A decrease in interest rate levels could trigger calls on these securities, forcing the District to reinvest
the proceeds in lower-yielding securities.

Credit Risk

The District’s Investment Policy lists the authorized investment types as well as the minimum allowable
credit rating for each investment type. Corporate notes purchased for investment must be issued by
corporations organized and operating within the United States or by depository institutions licensed by the
United States that have a long term debt rating, at the time or purchase, at a minimum "Aa" by Moody's and
a minimum long term debt rating of "AA" by Standard & Poor's (“S&P”). The maximum length to maturity for
corporate notes shall be three (3) years from the date of purchase. As of June 30, 2007, the District held
$9.9 million of corporate notes of which $4.2 million had an S&P rating of AAA and $5.7 million had an S&P
rating of AA. All investments in the Federal Home Loan Bank, Federal Home Loan Mortgage Corporation
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$9.9 million of corporate notes of which $4.2 million had an S&P rating of AAA and $5.7 million had an S&P
rating of AA. All investments in the Federal Home Loan Bank, Federal Home Loan Mortgage Corporation
and the Federal National Mortgage Association were rated AAA by S&P. All other rated investments were
rated AAA by S&P. As of June 30, 2007, the SBA Local Government Investment Pool was not rated by a
nationally recognized statistical rating agency.

Concentration of Credit Risk

The District’s Investment Policy specifies the maximum percentage allocation to any single investment type
as well as the maximum percentage holding per issuer. Up to 100% of the portfolio may be invested in the
SBA Local Government Surplus Funds Trust Fund or securities of the United States Government.
Investments in Federal Instrumentalities may be no greater than 80% of the portfolio with a maximum of
50% invested with any single issuer. Corporate notes are limited to 15% of the portfolio and no greater than
5% may be in a single issuer.

CARRYING
PORTFOLIO / INVESTMENTS VALUE %

Flexible Repurchase Agreements
Societe General Repurchase Agreement 112,199,584 8.73%
DEPFA Repurchase Agreement 128,446,656 10.00%
Morgan Stanley Repurchase Agreement 128,446,706 10.00%
Royal Bank of Canada Repurchase Agreement 105,393,110 8.20%
Florida State Board of Administration (SBA) 726,019,014 56.51%
Commercial Paper
Hannover Corporation Commercial Paper 102,422 0.01%
Axon financial LLC Comercial Paper 985 0.00%
UBS Commercial Paper 3,939 0.00%
GE Capital Corporation Commercial Paper 453,649 0.05%
Investments in Securities
US Treasury - Notes 19,447,963 1.51%
Bank of America 1,472,122 0.11%
Wal-Mart Stores 4,232,776 0.33%
General Electric Capital Corporation 4,211,472 0.33%
Federal Farm Credit Bank 12,754,933 0.99%
Federal Home Loan Bank 12,406,253 0.97%
Federal Home Loan Mortgage Corp 11,275,319 0.88%
Federal National Mortgage Association 17,782,299 1.38%

$ 1,284,649,202 100.00%

As of June 30, 2007, all District investments were in compliance with the District’s Investment Policy and
did not exceed portfolio allocation or issuer maximums.
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4.

5.

Custodial Risk

The District’s investment policy requires that all securities, with the exception of certificates of deposit, be
held with a third party custodian; and all securities purchased by, and all collateral obtained by the District
should be properly designated as an asset of the District. The securities must be held in an account
separate and apart from the assets of the financial institution. A third party custodian is defined as any
bank depository chartered by the federal government, the state of Florida, or any other state or territory of
the United States which has a branch or principal place of business in the state of Florida as defined in §
658.12, F.S., or by a national association organized and existing under the laws of the United States which
is authorized to accept and execute trusts and which is doing business in the state of Florida. Certificates of
deposit will be placed in the provider's safekeeping department for the term of the deposit.

Security transactions between a broker/dealer and the custodian involving the purchase or sale of
securities by transfer of money or securities are made on a "delivery vs. payment" basis, if applicable, to
ensure that the custodian will have the security or money, as appropriate, in hand at the conclusion of the
transaction. As of June 30, 2007, the District’s investment portfolio was held with a third-party custodian.

DUE FROM OTHER AGENCIES

At June 30, 2007, the District had a total of $117,422,000 in “Due from other agencies”. Approximately
$30.8 million is due from federal, State and local governments for various grant programs. Approximately
$42 and $16.6 million is due from the State for the Class Size Reduction Program and Public Education
Capital Outlay, respectively. Approximately $6.6 million is due from the Federal Emergency Management
Agency (FEMA) and from the State, respectively for damages sustained by recent hurricanes. Approximately
$18.4 million is due from the State for sales taxes. Another $3.0 million is due from other state and local
agencies for miscellaneous items. At June 30, 2007, the District does not expect to collect $3,281,911
within one year.

INTERFUND ACTIVITIES

Due to/from other funds consisted of the following balances at June 30, 2007:

Interfund Interfund

Receivables Payables
General Fund $ 18,000,000 $ -
Other Governmental Funds - 18,000,000
Total Interfund $ 18,000,000 $ 18,000,000

The amount payable by the other governmental funds to the general fund is to cover temporary cash
shortages. A summary of interfund transfers for the year ended June 30, 2007 is as follows:

Transfer to:

COPS Debt
Transfer from: General Fund Service Fund Total
Capital Improvement Fund $ 43,620,950 $ 120,539,926 $ 164,160,876
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Interfund transfers represent permanent transfers of money between funds. The transfers from the Capital
Improvement Fund to the General Fund were for recurring annual operating expenditures and transfers to
the Debt Service Funds were to provide additional resources for debt service expenditures.

6. CAPITAL ASSETS

Capital asset activity for the fiscal year ended June 30, 2007 is as follows (in thousands):

Primary Government

Balance Retirements and Balance
July 1, 2006 Additions Transfers June 30, 2007

Non-Depreciable Assets:
Land $ 276,525 $ 28,640 $ (3,320) $ 301,845
Construction in Progress 443,461 303,685 (495,033) 252,113
Total Non-Depreciable Assets 719,986 332,325 (498,353) 553,958
Depreciable Assets:
Improvements Other Than Buildings 11,922 5,484 - 17,406
Buildings and Improvements 2,547,162 510,727 (37,310) 3,020,579
Furniture, Fixtures & Equipment 171,229 9,150 (24,657) 155,722
Motor Vehicles 81,127 8,034 (5,816) 83,345
Audio/Video Materials & Software 41,260 11,809 (3,787) 49,282
Total Depreciable Assets 2,852,700 545,204 (71,570) 3,326,334
Less Depreciation For:
Improvements Other Than Buildings (2,167) (978) - (3,145)
Buildings and Improvements (541,435) (57,516) 33,255 (565,696)
Furniture, Fixtures & Equipment (113,789) (16,927) 23,433 (107,283)
Motor Vehicles (44,725) (7,036) 5,659 (46,102)
Audio/Video Materials & Software (15,261) (7,759) 2,856 (20,164)
Total Accumulated Depreciation (717,377) (90,216) 65,203 (742,390)

Capital Assets, Net $ 2,855,309 $ 787,313 $ (504,720) $ 3,137,902

Depreciation expense for the year ended June 30, 2007 of $90,216,095 was not allocated to specific
functions. The District’s capital assets essentially serve all functions and as such the depreciation expense
is included as a separate line item in the statement of activities.
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Discretely presented component units

Changes in Balance Retirements/
Balance Reporting July 1, 2006, Transfers/ Balance

July 1, 2006 Entity Adjusted Additions Adjustments June 30, 2007

Depreciable Assets:
Improvements Other Than Buildings 1,277 - 1,277 135 - 1,412
Buildings and Improvements 5,119 (105) 5,014 722 (89) 5,647
Furniture, Fixtures & Equipment 3,177 (90) 3,087 1,083 84 4,254
Motor Vehicles 106 - 106 98 - 204
Audio/Video Materials & Software 374 - 374 129 - 503
Total Depreciable Assets 10,053 (195) 9,858 2,167 (5) 12,020
Less: Accumulated Depreciation (1,533) 47 (1,486) (908) (2,387)
Capital Assets, Net $ 8,520 $ (148) $ 8,372 $ 1,259 $ 2 $ 9,633

7. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
administrative errors and omissions; injuries to employees, students and guests; as well as natural
disasters. The District is self-insured for errors and omissions and workers’ compensation losses. As of
January 1, 2007, the District is also self-insured for employee health insurance. Losses involving auto and
general liability claims are limited (generally) by provisions of the Florida State Statute 768.28. These self-
insured funds are administered by a third party. The District purchases commercial insurance for certain
risks in excess of coverage and certain other risks of loss.

The employee health insurance claims liability is based on an analysis performed by management, which is
based on historical trends. The remaining claims liability is based on an actuarial evaluation performed by
an independent actuary as of June 30, 2007 using a discounted rate factor of 5.0%. The liability consists of
claims reported and payable, as well as an estimate for claims incurred but not reported. At June 30, 2007,
the liability for insurance claims consisted of $10,000,000, $8,141,000 and $35,310,000 for employee
health, auto and general liability and workers’ compensation, respectively.

A summary of changes in the estimated liability for self-insured risks is as follows:

Fiscal Year Ended
June 30, 2007

Fiscal Year Ended
June 30, 2006

Beginning Balance $ 43,355,000 $ 40,403,000
Additions:

Current year claims and changes in

estimates 88,015,000 20,374,000
Reductions:

Claim payments (77,919,000)

53,451,000 $

(17,422,000)
43,355,000

Ending Balance $

The District maintains insurance coverage for other areas of risk. Other than the changes relating to group
health insurance discussed above, there have been no other significant reductions in insurance coverage.
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8.

There have been no settlements that exceeded the District’s coverage for fiscal years ended June 30, 2005,
2006 and 2007.

TAX ANTICIPATION NOTES PAYABLE
Tax Anticipation Notes

On October 4, 2006 the District issued Tax Anticipation Notes ("TANS"), Series 2006. This $85,000,000
issue was sold at a coupon interest rate of 4.00 percent with an effective yield of 3.510 percent. Interest
costs incurred on this issue for the year ended June 30, 2007, were $2,219,773 net of a premium of
$292,448. Note proceeds were used to pay fiscal year 2007 District operating expenditures prior to the
receipt of ad valorem taxes. TANS are subject to arbitrage rebate. There was no arbitrage rebate due on the
TANS, Series 2006. The notes are due September 25, 2007.

Short-term debt activity for the year ended June 30, 2007 was as follows:

Beginning Ending
Balance Balance
June 30, 2006 Issued Redeemed June 30, 2007

Tax anticipation notes $55,000,000 $85,000,000  $(55,000,000) $85,000,000

Sales Tax Revenue Commercial Paper Notes

The District has established a commercial paper debt program whereby Sales Tax Revenue Commercial
Paper Notes issued are payable from and secured by a pledge of the proceeds received by the District from
the levy and collection of a one-half cent discretionary sales surtax pursuant to Section 212.055(6), Florida
Statutes. On November 2, 2004, the voters of Palm Beach County approved the levy of a one-half cent sales
surtax for the construction and modernization of public schools. Collection of the tax began on January 1,
2005 and the collection of the tax will cease on December 31, 2010.

The School Board has authorized the issuance of commercial paper notes in an aggregate amount not to
exceed $300,000,000. As of June 30, 2007, a total of $250,000,000 had been issued.

January 12, 2005 School Board Authorized $300,000,000
January 21, 2005 Offering Statement $275,540,000
June 30, 2007 Issued and Outstanding Notes $250,000,000

The purpose of the notes is to finance, together with other available funds of the District, the cost of
acquisition, construction and installation of, and renovation to, certain capital improvements and
educational facilities within the District and to pay costs associated with the issuance of the notes.

The District's commercial paper debt program is administered as follows: The notes mature within 270
days of issuance, with interest payable at maturity based on market rates not to exceed 12%. The notes are
not subject to redemption prior to maturity. As each group of notes comes due, new notes are issued to
refinance the principal amount, and current revenues of the District are used to pay the interest amount
due. In addition, through January 15, 2011, the District will maintain an irrevocable, direct-pay letter of
credit with a bank to facilitate the refinance of outstanding notes. The District's intent is to continue to
refinance maturing notes until such time as the notes are retired through the use of future years' revenues
or through issuance of long-term debt. Outstanding obligations under this program are reported as short-
term liabilities in the government-wide statement of net assets.
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9. LONG-TERM LIABILITIES

A summary of changes in long-term liabilities for the year ended June 30, 2007, is as follows (in
thousands):

Amounts
Balance Balance Due Within
July 1, 2006 Additions Reductions June 30, 2007 One Year
Governmental Activities:
Bonds and Leases Payable:
Capital Outlay Bond Issue $ 42,380 $ -3 (3,800) 38,580 $ 2,775
General Obligation Bonds 54,275 - (26,510) 27,765 27,765
Certificates of Participation 1,565,373 610,740 (275,060) 1,901,053 45,245
1,662,028 610,740 (305,370) 1,967,398 75,785
Plus (Less) Issuance Premium
(Discount) 50,854 17,857 (8,983) 59,728 -
Less Deferred Amount
on Refundings (23,069) (8,557) 2,202 (29,424) -
Total Bonds and Leases Payable 1,689,813 620,040 (312,151) 1,997,702 75,785
Other Liabilities:
Compensated Absences 153,088 20,806 (11,804) 162,090 12,875
Claims and Judgments 43,355 88,015 (77,919) 53,451 21,470
Post Retirement Benefits 1,310 - (345) 965 329
Total Other Liabilities 197,753 108,821 (90,068) 216,506 34,674
Total Governmental Activities
Long-Term Liabilities $ 1,887,566 $ 728,861 $ (402,219) $ 2,214,208 $ 110,459

The compensated absences, claims and judgments and postretirement benefits are generally liquidated by
the general fund.

State Board of Education Capital Outlay Bond Issues

State Board of Education Capital Outlay Bond Issues ("COBI") are serviced entirely by the State using a
portion of the District's share of revenue derived from motor vehicle license taxes pursuant to Chapter 320,
Florida Statutes, and Article XII, Section 9(d), of the Florida Constitution. The State Board of
Administration determines the annual sinking fund requirements. The amounts necessary to retire bonds
and interest payable are withheld from the entitlement to the District. Interest rates on the COBI bonds
range from 3.00 percent to 6.00 percent. Interest is payable semiannually on January 1 and July 1. The
bonds are redeemable at par.

General Obligation Bond Issues

General Obligation Bonds constitute general obligations of the District and are payable from ad valorem
taxes levied on all taxable property within the District without limitation as to rate or amount. These bonds
carry interest rates ranging from 3.50% - 5.00%. Interest is payable semiannually on February 1 and
August 1. All bonds issued are subject to arbitrage rebate, however, at June 30, 2007, the arbitrage was
Zero.
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Defeased Debt

On February 28, 2007 the District issued certificates of participation (Series 2007C) in the amount of
$192,310,000 with interest rates ranging from 4.00% - 5.00% to advance refund certificate payments with
interest rates ranging from 4.375% to 5.50% and a total par value of $186,400,000. The Series 2007C
certificates final maturity is August 1, 2027. The certificates were issued at a premium of $3,571,038 and,
after paying issuance costs of $1,828,839, the net proceeds were $194,052,199. The net proceeds were
used to purchase State and Local Government securities and those securities were deposited in an
irrevocable trust with an escrow agent to provide debt service payments until the certificates are called. The
advanced refunding meets the requirements of an in-substance defeasance and the liability for the refunded
certificates was removed from the District’s financial statements in fiscal year 2007. As a result of this
advance refunding, the District reduced it total debt service requirements by $11,666,300, which resulted in
an economic gain (the difference between the present value of the debt service payments of the old and new
debt) of $7,919,232.

On April 11, 2007 the District issued certificates of participation (Series 2007D) in the amount of
$30,485,000 with interest rates ranging from 4.00% - 5.00% to advance refund certificate payments with
interest rates ranging from 4.80% to 5.25% and a total par value of $30,940,000. The Series 2007D
certificates final maturity is August 1, 2015. The certificates were issued at a premium of $1,497,858 and,
after paying issuance costs of $339,481, the net proceeds were $31,643,377. The net proceeds were used to
purchase State and Local Government securities and those securities were deposited in an irrevocable trust
with an escrow agent to provide debt service payments until the certificates are called. The advanced
refunding meets the requirements of an in-substance defeasance and the liability for the refunded
certificates was removed from the District’s financial statements in fiscal year 2007. As a result of this
advance refunding, the District reduced it total debt service requirements by $1,418,515, which resulted in
an economic gain (the difference between the present value of the debt service payments of the old and new
debt) of $1,257,007.

In a prior year, the District advance refunded certain certificates of participation, part of which met the
requirements of an in-substance debt defeasance on August 1, 2006. At that time, the District made a
principal reduction payment of $20,115,000 and a call premium payment of $201,150, both which are
recorded in the fund level financial statements as a payment to escrow agent. As a result of the advanced
refunding, the District reduced its total debt service requirement by $5,114,684, which resulted in an
economic gain (the difference between the present value of the debt service payments on the old and new
debt) of $3,753,554. This was the last remaining amount of refunded debt to be defeased and the liability
for the refunded certificates has been completely removed from the District’s financial statements.

In prior years, the District defeased certain certificates of participation by creating separate irrevocable trust
funds. New debt has been issued and the proceeds used to purchase U.S. Government Securities that were
placed in an irrevocable trust with an escrow agent to provide for all future debt service payments. These
investments and fixed earnings from the investments are sufficient to fully service the defeased debt until
the debt is called or matures. For financial reporting purposes, the debt has been considered defeased and
therefore removed as a liability from the financial statements. As of June 30, 2007, the total amount of
defeased debt outstanding but removed from the District’s financial statements amounted to $495,365,000.
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Annual Debt Service Requirements

Annual requirements to amortize all bond issues outstanding as of June 30, 2007 are as follows (in
thousands):

Principal
Year Ended Capital Outlay Principal General Total Principal
June 30 Bonds Obligation Bonds Total Interest and Interest
2008 2,775 27,765 2,522 33,062
2009 2,970 - 1,705 4,675
2010 3,175 - 1,571 4,746
2011 3,405 - 1,415 4,820
2012 3,655 - 1,248 4,903
2013-2017 17,425 - 3,444 20,869
2018-2022 4,570 - 702 5,272
2023 605 - 26 631
Total 3 38,580 3 27,765 3 12,633 3 78,978

The District is subject to State laws that limit the amount of debt outstanding to 10% of the non-exempt
assessed valuation. At June 30, 2007, the statutory limit for the District was approximately $16.1 billion,
providing additional debt capacity of approximately $16.1 billion.

Certificates of Participation

On November 16, 1994, the District entered into a Master Lease Purchase Agreement (the "Master Lease")
dated November 1, 1994, with the Palm Beach School Board Leasing Corporation, a Florida not-for-profit
corporation, to finance the acquisition and construction of certain facilities, and equipment for District
operations. The Corporation was formed by the Board solely for the purpose of acting as the lessor for
Certificates of Participation financed facilities, with the District as lessee. On November 1. 1994, June 1,
1995, May 1, 1996, February 1, 2000, April 1, 2001, February 1, 2002, March 21, 2002, May 15, 2002,
December 10, 2002, June 10, 2003, June 24, 2003, April 8, 2004, May 26, 2005, May 25, 2006, February
8, 2007 and March 12, 2007 the Corporation issued Certificates of Participation (“Certificates”) Series
1994A, Series 1995A, Series 1996A, Series 2000A, Series 2001A, Series 2002A, Series 2002B, Series
2002C, Series 2002D, Series 2003A, Series 2003B, Series 2004A, Series 2005B, Series 2006A, Series 2007A
and Series 2007B in the amounts of $62,095,000, $133,600,000, $32,155,000, $155,000,000,
$135,500,000, $115,250,000, $115,350,000, $161,090,000, $191,215,000, $60,865,000, $124,295,000,
$103,575,000, $38,505,000, $222,015,000, $268,545,000 and $119,400,000 respectively, to third parties,
evidencing undivided proportionate interest in basic lease payments to be made by the District, as lessee,
pursuant to the Master Lease. Simultaneously therewith, the Board as lessor entered into Ground Leases
with the Corporation for the Series 1994A, Series 1995A, Series 1996A, Series 2000A, Series 2001A, Series
2002A, Series 2002B, Series 2002C, Series 2002D, Series 2003A, Series 2003B, Series 2004A, Series
2005B, Series 2006A, Series 2007A, and Series 2007B Facilities sites. On September 1, 1997 the District
issued $47,145,000 of Certificates of Participation Series 1997A to advance refund and defease a portion of
the Series 1994A Certificates of Participation which mature on or after August 1, 2005. On July 24, 2001
the District issued $169,445,000 of Certificates of Participation Series 2001B to advance refund and defease
the Series 2000A Certificates of Participation. In addition, on September 5, 2002 the District issued
$93,350,000 of Certificates of Participation Series 2002E to advance refund and defease a portion of the
Series 1995A and Series 1996A Certificates of Participation which mature on or after August 1, 2007. On
February 25, 2005 the District issued $124,630,000 of Certificates of Participation Series 2005A to advance
refund and defease a portion of the Series 2001A, Series 2002A, Series 2002C and Series 2002D Certificates
of Participation. On February 28, 2007, the District issued $192,310,000 of Certificates of Participation
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Series 2007C to advance refund and defease a portion of the Series 2001A and Series 2002C Certificates of
Participation. On April 11, 2007 the District issued $30,485,000 of Certificates of Participation Series
2007D to advance refund and defease a portion of the Series 1997A Certificates of Participation which
mature on or after August 1, 2009. These refunding issues were done in order to achieve debt service
savings. (See Defeased Debt.)

On June 11, 2002, April 30, 2004 and December 15, 2005 the District sold Certificates of Participation,
Series 2002, Series 2004 and Series 2005 Qualified Zone Academy Bonds (“QZAB”) in an aggregate principal
amount of $950,000, $2,923,326 and $2,150,308 respectively. The QZAB program is a financial instrument
that provides a different form of subsidy from traditional tax-exempt bonds. Interest on QZAB’s is paid by
the federal government in the form of an annual tax credit to an eligible financial institution that holds the
QZAB. The QZAB issuer is responsible for repayment upon maturity. The tax credits and bonding
authority are made available by the federal government to support innovative school partnerships; enhance
reform initiatives, including augmenting Federal education programs, technology and vocational equipment;
and development of curriculum or better teacher training to promote market driven technology. To be
eligible, a school must:

1. Be located in an Empowerment Zone or an Enterprise Community or have 35 percent or more of its
students eligible for free or reduced lunch under the National School Lunch Act.

2. Obtain cash and/or in-kind contribution agreements from partnerships equal to at least 10 percent
of the gross proceeds of the QZAB.

The principal of the Series 2002, Series 2004 and Series 2005 QZAB certificates are payable on July 16,
2016, April 30, 2020 and December 15, 2020 respectively. The District deposits funds annually in an
escrow, which when coupled with interest earnings will be sufficient to pay off the principal at maturity.

The Corporation leases facilities and equipment to the District under the Master Lease. The Master Lease is
automatically renewable annually unless terminated, in accordance with the provisions of the Master Lease,
as a result of default or the failure of the Board to appropriate funds to make lease payments in its final
official budget. Failure to appropriate funds to pay lease payments under any lease will, and an event of
default under any lease may, result in the termination of all leases. The remedies on default or upon an
event of non-appropriation include the surrender of the Series 1994A, Series 1995A, Series 1996A, Series
2001A, Series 2002A, Series 2002B, Series 2002C, Series 2002D, Series 2003A, Series 2003B, Series
2004A, Series 2005B, Series 2006A, Series 2007A and 2007B Facilities by the District and the Trustee's re-
letting for the remaining Ground Lease term, or the voluntary sale of the Series 1994A, Series 1995A, Series
1996A, Series 2001A, Series 2002A, Series 2002B, Series 2002C, Series 2002D, Series 2003A, Series
2003B, Series 2004A, Series 2005B, Series 2006A, 2007A and 2007B Facilities by the School Board. In
either case, the proceeds will be applied against the School Board's obligations under the Master Lease. A
summary of lease terms are presented as follows:
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Certificates Ground Lease Term

Series 1994A
Series 1995A
Series 1996A
Series 2001A
Series 2002A
Series 2002B
Series 2002C
Series 2002D
Series 2003A
Series 2003B
Series 2004A
Series 2005B

June 30, 2020
June 30, 2020
August 1, 2021
August 1, 2031
August 1, 2023
August 1, 2032
August 1, 2032
August 1, 2033
August 1, 2026
August 1, 2034
August 1, 2034
August 1, 2015

Series 2006A
Series 2007A
Series 2007B

August 1, 2036
August 1, 2036
August 1, 2030

The Certificates are not separate legal obligations of the Board but represent undivided proportionate
interests in lease payments to be made from appropriated funds budgeted annually by the School Board for
such purpose from current or other funds authorized by law and regulations of the Department of
Education, including the local optional millage levy. However, neither the Board, the District, the State of
Florida, nor any political subdivision thereof are obligated to pay, except from Board appropriated funds,
any sums due under the Master Lease from any source of taxation. The full faith and credit of the Board
and the District are not pledged for payment of such sums due under the Master Lease, and such sums do
not constitute an indebtedness of the Board or the District within the meaning of any constitutional or
statutory provision or limitation. A trust fund was established with a Trustee to facilitate payments in
accordance with the Master Lease and the Trust Agreement. Various accounts are maintained by the
Trustee in accordance with the trust indenture. Interest earned on invested funds is applied toward the
basic lease payments. Basic lease payments are deposited with the Trustee semi-annually on June 30 and
December 30, and are payable to Certificate holders on August 1 and February 1.

Due to the economic substance of the issuances of Certificates of Participation as a financing arrangement
on behalf of the Board, the financial activities of the Corporation have been blended in with the financial
statements of the District. For accounting purposes, due to the blending of the Corporation within the
District's financial statements, basic lease payments are reflected as debt service expenditures when
payable to Certificate holders. Payment of the outstanding Certificates of Participation is insured through
AMBAC Indemnity Corporation. During the year ended June 30, 2007, approximately $181,586,000 was
expended for capital outlay in the Certificates of Participation Capital Projects Funds.

Floating-to-Fixed Cancelable Interest Rate Swap: In connection with the issuance on March 21, 2002 of
the $115,350,000 variable-rate Certificates of Participation Series 2002B, the District entered into a
floating-to-fixed cancelable interest rate swap, effective through August 1, 2027, to hedge against future
increases in interest rates. The swap will effectively convert the Certificates into 25-year synthetic fixed rate
debt obligations with a coupon of 4.22%. In exchange for an upfront premium payment of $6,142,000
received by the District, the swap counterparty has the right to cancel the swap on any date on or after
February 1, 2007. In the event the swap is terminated, the District will be exposed to potentially higher
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interest rate payments on the Certificates. In exchange for an additional reduction in the fixed rate paid by
the District on the swap, the counterparty has the right to pay a lower Alternate Floating Rate equal to 67%
of 1 month London Interbank Offering Rate (“LIBOR”). The counterparty can pay this lower Alternate Rate if
the 180-day average of the Bond Market Association (“BMA”)/LIBOR ratio exceeds 67%. The most likely
cause of an increase in the tax-exempt/taxable yield relationship would be legislation reducing the tax
advantage of municipal debt, i.e. a tax cut. The Certificates and swap together create low cost, long-term
synthetic fixed-rate debt for the District. At June 30, 2007, the swap had a negative fair value of
$8,296,961 based on mid-market values as of the close of business.

$100 Million Fixed Margin Basis: On June 10, 2003, the District entered into a 25.5 year floating-to-
floating interest rate swap in connection with the issuance of $191.215 million of fixed-rate Certificates of
Participation, Series 2002D. The swap notional principal amortizes to match the final $100 million of
maturing principal of the underlying Certificates. The swap creates economics similar to a 67% of LIBOR
synthetic fixed-rate financing, i.e. variable-rate bonds plus floating-to-fixed rate swap, without the District
having to actually issue the underlying variable-rate bonds. Under the basis swap, in exchange for
receiving a below-market percentage of LIBOR, the District pays a variable rate equal to the BMA index less
a fixed margin of 66.5 basis points. Since the District both receives and pays a variable rate under the
basis swap, the transaction is interest rate neutral, all else equal. However, the District does bear risk of a
future reduction or elimination in the benefit of the tax exemption for municipal debt. For example, a tax
cut would likely increase the variable rate paid by the District under the swap and reduce or eliminate (in a
worst case scenario) the swap’s expected positive cashflow and present value savings. However, the risk of
radical tax reform that would severely reduce or eliminate the swap’s savings is deemed to be relatively low.
At June 30, 2007, the swap had a fair value of $3,883,559 based on mid-market values as of the close of
business.

Floating-to-Fixed Knockout Interest Rate Swap: In connection with the issuance on June 24, 2003 of
$124,295,000 of variable rate Certificates of Participation Series 2003B, the District entered into a floating-
to-fixed knockout interest rate swap, effective through August 1, 2029, to hedge against future increases in
interest rates. The swap will effectively convert the Certificates into a synthetic fixed rate debt obligation
with a coupon of 3.91%. In exchange for an upfront premium payment of $3,010,000 received by the
District, the swap counterparty has the right to terminate “knockout” the swap if the 180 day average of the
BMA index exceeds 7.0% in the future. In the event the swap is terminated, the District will be exposed to
higher interest rate payments on the Certificates. The knockout feature is exercisable anytime until August
1, 2018. Once the knockout option expires the District will be left with a fixed-payer swap that matures on
August 1, 2029. The Certificates and knockout swap together create low cost, long-term synthetic fixed-rate
debt for the District. At June 30, 2007, the swap had a negative fair value of $49,994 based on mid-market
values as of the close of business.

Floating-to-Fixed Interest Rate Swap: In connection with the issuance of $116,550,000 of variable-rate
bonds to refund outstanding Certificates of Participation, Series 2002D and $162,980,000 of variable-rate
bonds to refund outstanding Certificates of Participation, Series 2001B, on August 10 and August 16, 2005
respectively, the District sold two options (the “Swaptions”) on floating-to-fixed BMA interest rate swaps to
Citibank, NA. The upfront gross premium amounts for the sale of the 2002D and 2001B swaptions were
$4,240,000 and $6,250,000 respectively. The Swaption sales allowed the District to achieve a synthetic
forward refunding of the Bonds to lock in savings based on current market conditions. Under U.S. tax law,
the 2002D and 2001B Bonds were not eligible for a traditional current refunding until May 1, 2012 and May
1, 2011, respectively. The terms of the Swaptions were structured to mirror the terms on the optional
redemption features on the 2002D and 2001B Bonds. At June 30, 2007, the swap had a negative fair value
of $11,708,701 based on mid-market values as of the close of business.

$100 Million Constant Maturity Swap: In connection with the outstanding Certificates of Participation,

Series 2002D, the District entered into a forward-starting floating-to-floating or basis swap on September
13, 2006. The transaction consists of a $100 million constant maturity swap effective June 30, 2007,
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whereby the District pays 67% of 1-month LIBOR in exchange for receiving 59.93% of the 10-year Constant
Maturity Swap rate. Since the District funds capital projects with long-term traditional or synthetic fixed-
rate debt, but is constrained to investing short-term for liquidation reason, it is common to incur “negative
carry” (cost of borrowing exceeds the investment rate). It was determined this imbalance could be mitigated
and by the application of the transaction to the Bonds, reduce debt service on the Bonds through the
execution of the Basis Swap. Under the Basis Swap, the District receives a long-term rate (10-year LIBOR
swap rate) that is “artificially” reset at an unnatural frequency, i.e., monthly. In exchange for this benefit,
the District is subject to yield curve risk. If the yield curve remains flat or inverts (short-term rates exceed
long-term rates), the District could incur negative cash flow on the Basis Swap. In addition, the District
bears termination payment and counterparty credit risk. At June 30, 2007, the swap had a negative fair
value of $1,632,788 based on mid-market values as of the close of business.
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The debt service requirements through maturity to the holders of the Certificates of Participation, which will
be serviced by the annual lease payments, is as follows (in thousands):

Year ended Series Series Series Series Series Series Series Series
June 30 1997-A 2001-A 2001-B 2002-A 2002-B 2002-C 2002-D 2002-E
2008 3,475 710 $ 605 $ 6,200 $ - $ 3,015  $ 3,645 $ 8,200
2009 3,635 1,070 625 6,320 - 2,870 3,660 8,610
2010 - 450 650 6,620 - 3,555 3,850 9,045
2011 - 725 675 6,870 - 3,435 3,980 9,495
2012 - 495 705 7,130 3,845 4,115 9,990
2013-2017 - - 13,495 28,085 - 3,990 13,480 48,010
2018-2022 - - 75,195 1,830 35,645 - 16,375 -
2023-2027 - - 74,920 - 64,915 - 34,045 -
2028-2031 - - - - 14,790 - 77,835 -
Total 7,110 3,450 $ 166,870 $ 63,055 $ 115,350 $ 20,710 $ 160,985 §$ 93,350
Year ended Series Series Series Series Series Series Series Series
June 30 2003-A 2003-B 2004-A 2005-A 2005-B 2006-A 2007-A 2007-B
2008 3,005 - $ 2,680 $ 180 % 7,395 $ 5,135 $ - 0% -
2009 3,065 - 2,730 185 7,660 5,545 9,535 -
2010 3,130 - 2,795 190 8,020 5,765 9,885 -
2011 3,195 - 2,870 195 8,320 5,975 10,270 -
2012 3,280 2,955 200 6,195 10,680 -
2013-2017 17,940 - 16,735 39,585 - 32,995 61,300 -
2018-2022 19,260 3,130 21,100 73,955 - 41,195 28,595 47,750
2023-2027 - 27,850 26,920 9,965 - 52,380 21,565 71,650
2028-2031 - 93,315 19,590 - - 66,830 116,715 -
Total 52,875 124,295 $ 98,375  $ 124,455  $ 31,395 $ 222,015  $ 268,545 $ 119,400
Total Lease
Year ended Series Series Series 2002- Series 2004- Series 2005- Total Lease Payment &
June 30 2007-C 2007-D QZAB QZAB QZAB Payment Total Interest Interest
2008 1,000 -8 - $ - $ - $ 45,245  $ 83,554 $ 128,799
2009 225 - - - - 55,735 84,272 140,007
2010 235 3,805 - - - 57,995 81,981 139,976
2011 245 3,955 - 60,205 79,685 139,890
2012 255 4,110 53,955 77,333 131,288
2013-2017 13,085 18,615 950 - - 308,265 345,836 654,101
2018-2022 25,850 - - 2,923 2,150 394,953 261,347 656,300
2023-2027 107,020 - - - - 491,230 158,808 650,038
2028-2031 44,395 - - - - 433,470 40,376 473,846
Total 192,310 30,485 $ 950 % 2,923 $ 2,150 $ 1,901,053 $ 1,213,192 $ 3,114,245
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10. RETIREMENT PLANS

11.

Plan Description: The District contributes to the Florida Retirement System (the “System”), a cost-sharing
multiple-employer defined benefit pension plan administered by the State of Florida Division of Retirement.
The System was created in 1970 by consolidating several employee retirement systems, including the
Teachers Retirement System. All eligible employees, as defined by the State, who were hired after 1970 and
those employed prior to 1970 who elect to be enrolled, are covered by the System. Employees hired prior to
1970 and not electing to enroll in the Florida Retirement System may be covered by various contributory
plans, principally the Teacher’s Retirement System Plan E. The System provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. The
Florida Legislature established the System under Chapter 121, Florida Statutes, and has sole authority to
amend benefit provisions. Each year the System issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be obtained by writing to the
Florida Department of Management Services, Division of Retirement, P.O. Box 9000, Tallahassee, Florida
32315-9000.

Funding Policy: The System is non-contributory for employees and the District is required to contribute an
actuarially determined rate. During the fiscal year the rates ranged from 9.85% to 20.92% of annual covered
payroll. The Teachers Retirement System is contributory and the rates for those employees still participating
in this program is 11.35% and 6.25% for the employer and the employee, respectively. The contributions of
the District are established and may be amended by the State Legislature. The District’s contributions for
both plans to the System are equal to the required contributions for each year as follows:

June 30, 2005 June 30, 2006 June 30, 2007

Florida Retirement System $ 61,354,189 $ 69,712,034 $ 91,242,021
Teachers' Retirement System Plan
E: Employer 85,762 81,883 87,765

POST RETIREMENT BENEFITS

In addition to the retirement benefits described in Note 10, the District has authorized early retirement
incentives to provide financial assistance for the purchase of health and life insurance to our retirees. In all
cases, employees who retire from the District may purchase health and life insurance through the District.
The newly retired employee must send a payment each month to cover the cost of the insurance premiums.

For those eligible employees who qualify for the Retirement Incentive Program (“RIP”), below is brief
description and eligibility criteria of the Plan:

RIP 1999 - Eligibility criteria include the following:

° 30 years of service with the Palm Beach County School District or

° Age 62 or higher (60 or higher if in the Teachers Retirement System) with at least 10
years of service with the Palm Beach County School District or

° Employees whose age plus years of service equal or exceed 80 and

Employees must retire between April 21, 1999 and June 30, 2000.

The District pays an annual insurance subsidy for up to ten years beginning at $2,400 and increasing 3%
each year thereafter. Payments for this subsidy began August 1999 and are paid each August thereafter.
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12.

The government-wide financial statements recognize a liability for these post-retirement benefits.
Consistent with GAAP guidelines, in the Governmental Funds statements no expenditure or liability is
recognized until the benefits are due. A summary of the total liability and related expenditure as recorded
in the Governmental-wide statements for the fiscal year ended June 30, 2007 is as follows:

Beginning Ending
Number of Balance Total Paid Balance
Participants June 30, 2006 FY 2007 June 30, 2007

RIP 99 111 1,309,966 344,496 965,470

* Net of Florda Retirement System subsidy if applicable

COMMITMENTS AND CONTINGENCIES

The District receives funding from the State that is based, in part, on a computation of the number of full
time equivalent ("FTE") students enrolled in different types of instructional programs. The accuracy of data
compiled by individual schools supporting the FTE count is subject to State audit and, if found to be in
error, could result in refunds or in decreases in future funding allocations. It is the opinion of management
that the amount of revenue which may be remitted back to the State due to errors in the FTE count, if any,
will not be material to the financial position of the District.

The District received financial assistance from federal and State agencies in the form of grants. The
disbursement of funds received under these programs generally requires compliance with terms and
conditions specified in the grant agreements and is subject to audit by the grantor agencies. Any disallowed
claims resulting from such audits could become a liability of the general fund or other applicable funds.
However, in the opinion of management, any such disallowed claims will not have a material effect on the
overall financial position of the District.

The District is involved in various lawsuits arising in the ordinary course of operations. In the opinion of
management, the District’s estimated aggregate liability with respect to probable losses has been provided
for in the estimated liability for insurance risks and pending claims in the accompanying financial
statements, after giving consideration to the District’s related insurance coverage, as well as the Florida
statutory limitations of governmental liability on uninsured risks. It is the opinion of management in
consultation with legal counsel, the final settlements of these matters will not result in a material adverse
effect on the financial position of the District.

As part of its capital outlay program, the District has entered into various construction contracts. At
June 30, 2007, the District had construction commitments of approximately $206 million.

The District has entered into an agreement with Florida Atlantic University (FAU) to construct a building for
FAU on land belonging to FAU at an estimated cost of $2.4 million. In exchange, the District will receive a
75-year ground lease on an adjacent piece of property on which the District will construct and occupy a new
school. Construction is scheduled for fiscal year 2008.

The District has entered into a voice system purchase agreement that expires in 2008. The agreement

requires that the District purchase $6,474,602 of equipment. As of June 30, 2007 the District has a
remaining commitment $2,775,350 under the terms of this agreement.
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13. SUBSEQUENT EVENTS

On September 25, 2007, $85,000,000 of Tax Anticipation Notes Series 2006 were paid. (See Note 8).

On September 26, 2007 the District issued Tax Anticipation Notes (“TANS”) Series 2007. This $115,000,000
issue was sold at a coupon rate of 4.00% with an effective yield of 3.430%. The notes are dated September
26, 2007, and are due September 24, 2008.

On October 18, 2007, the Palm Beach School Board Leasing Corporation issued Certificates of Participation,
Series 2007E in the amount of $147,390,000. Simultaneously therewith, the Board as lessor entered into
Ground Leases with the Corporation for Series 2007E. (See Note 9).

On November 29, 2007 the State Board of Administration (SBA) put a hold on any withdrawals of amounts
invested with the SBA by cities and counties, including the constitutional officers for each county. This
action was taken to prevent a further deterioration in the overall investment portfolio as a result of
significant amounts of withdrawals that had taken place during the month of November. These withdrawals
were based upon the disclosure that the SBA had invested in mortgage-backed securities that had the
potential for significant declines in market value.

In December 2007, all investments in the SBA fund were frozen by SBA as a result of significant
withdrawals by investors, including the District to the extent applicable. These significant withdrawals were
due to investor concerns related to declining value of the SBA investments in asset backed commercial
paper and short-term debt sold by financial institutions that are secured by collateral such as mortgage
securities and credit card receivables. As of December 1, 2007, the District had $10,000 remaining in the
SBA Fund.

On December 6, 2007, the SBA classified all amounts invested by local governments with the SBA into two
distinct funds. Pool A was allocated 86% of the total amounts invested by each respective local government
and became withdrawable on that date. It is expected that this fund will continue to permit deposits and
withdrawals and will be backed by short-term highly liquid investments. Pool B received the remaining 14%
of the amounts and is secured by the underlying troubled investments. No deposits or withdrawals are
permitted to Pool B until the underlying securities stabilize or mature. The SBA is in the process of
addressing the quality of these investments and seeking in some cases renegotiation of some of the terms of
these investments.

On December 6, 2007, the District had $10,000 invested in the SBA of which $1,438 was transferred to the

Pool B fund. Based on representations provided by the SBA, the District believes that the carrying value of
the amounts in the Pool B Fund will be fully recovered.
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MASTER LEASE PURCHASE AGREEMENT

PAIM BEACH SCHOOL BOARD LEASING CORP.
as Lessor

AND

THE SCHOQOL BOARYD OF PALM BEACH‘COUNTY, FLORIDA
acting as the governing body of
the School District of Palm Beach County, Florida

Dated as of November 1, 1954
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MAGTER LEASE PURCHASE ACREEMENT

THIS MASTER LEASE PURCHASE ACGREEMENT dated as of November 1,
1994 (this "Master Lease"), Detween the School Board of Palm Beach
County, Florida, acting as the governing body of the Scheol
District of Palm Beach County, Florida {(the "District"}, a body
corporate pursuant to Article IX, Section 4(a} of the Florida
Conetitution {1968) and Chapter 230, Florida Statutez, =s amended,
as lesmee (the "School Boaxd"), and Palm Beach School Hoard Leasing
Corp., a not-for-profit corporaticn organized and existing under
and pursuant to Chapter 617 and Section 237,40, Florida Statutes,
as amended, as lesser {(the "Corporationm). .

WIINEESEETIER

WHEREAS, the School Board has the power, under Sesction
230.23(2} Plorida Statutes, to receive, purchase, acguire, lease
sell, hold, transmit and convey title to real and personal property
for educational purposes, and under Section 230,23(9) Florida
Statutes, to enter into leases or leass-purchase agreements of
grounds and educational facilities, or of educational facilities,
including egquipment built, installed or established therein orx
attached thereto for school purposes in accordance with the
provislons of Chepter 235, Florida Statutes (collectlvely, the
"Act"); and

WHEREAS, the Corperation is a "private corporation” within the
meaning of Seotion 230.23(%) (b}5, Florida Statuteg, as smended, and
is & "direct support organization" within the meaping of Section
237.40, Florida Statutes, as amended; and

WHEREAS, the School Board is or shall be Lthe owner of certain
real property located in Palm Beach County {which, together with
a2ll buildinga, structurss and improvements now or hersafter erected
or situated thereon, any easements or other rights or privileges in
adjoining property inuring to the fee simple owner of such land by
reascn of .ownership of such land, and all fixtures, additions,
alterations or replacements thereto, now or hereafter located im,
on or used in connectiop with or attacked or made to such land, to
the extent title thereto may vest in the Scheol Beard, is
hereinalfter referred to as a "Facility Site"); and

WHEREAS, pursuant to a resolution duly adopted by the School
Board on October 19, 1994 the School Board has determined that it
is in the hest interest of the District foxr the School Board to
enter into and exscute thik Master Lease and certaln related
documents thersto for the purpose of lease purc‘has:.ng certain real
Property, buildings and improvements, and the squipment, fixtures
and furnls.hings to be built, installed or established therein for
educationa) purposes (“Facllities“) from the Corporation £rom time
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to time, which Facilities must, to the extent required by Florida
law, be listed on the Educational Plant Survey for Palm Beach
County Scheols conducted from time to time by the State Department
of Bducation; and

WEEREAS, PFacilities approved by the State Department of
Education. may be lease-purchaded from time to time pursuant to
Schedules substantially in the form of Bxhibit A hereto (indivi-

dually, a *Schedule”), each such Schednle upon execution =znd '

delivery by the School Board and the Corporation together with the
provisicus of the Master Lease to ceonstitute a separate lease
agreement (a "Lease®); and :

WAERERY, the School Board as lessor and the Corporatioa as
lessee may enter into one or more ground leases from time to time
with respect to one or more Facility Sites (individually, a "Ground
Leasge"); and

WEEREAS, the ground leasing of a Facility Site, the subleasing
of a Facility Site back te the School Board and the leuse:-purchase
financing or refinancing of the Facilities set forth on a
particular Schedule, aze hexein ceollectively referred to as a
"Project; and

WHEREBS, at the direction of the Scheool Board, the Corporation
will provide for tha payment of the cost of acquiring, vomstructing
and installing Pacilities from time to time by entering into a
Maater Trust Agreement dated as of November 1, 1994 (as the same
may be amendsd oz sypplerented from time to time, ths "Trust Agresment}
with MationskBank of Florida, N.A., Fort Lauderdale, Florida, as
Trustee {the "Trustee”} pursuant te which the Corporation shall
{a} =atablish a trust and assign to the Trustee all of said
Corporation’s right, tirls and interest in and to this Master Lease
and all Schedules hereto, (b} direct the Trustes ta executs and
deliver to the public from time to time, Series of Certificates of
Participation representing undivided preporticnate interests in the
right to recelve the Basic Lease Payments te be made by the School
Board pursuant to each Lease relating thereto and (o} deposit the
proceeds of each Series of Certificates with the Trustee and direct
the Trustee te hold the. proceeds of the sale of such Certificates
in trust subject to application only to pay the costs of acguisi-
tion, construction and irvstallation of the Facilities to ke
£inanced under the Lease relating thereto and identified om a
Schedule and related costs including, without limitation, capital-

ized interest, accrued interest and costs of issuance and to make
lease payments; and .

WHEREAZ, each Certificate of a Series shall represent an
undivided proportionate interest in the principal portion of the
Easie Lease Payments due and payable under one or more particular
Leases relating te such Series on the maturity date or cerlier
prepayment date of such Certificate and in the interest portion of
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ARTICLE T.
DEFTNITIONS AND EXHIBITS

SECTION. 1.1. Definitions. The terms set forth in thig
Secticn shall have the meanings ascribed to them for all purposes
of this Master Lease unless the context c¢learly indicates somes
other meaning, or unless otherwlss provided in a parkicular
gohedule. Terms used herein and not otherwise defined shall have
the meaning given to them in the Trust Agreement.

"Acquigibion Account® ghall mean any Acquisition Account
established pursuant to Section 404 of the Trust Agreement and :'.n_
any Supplemental Truat Agresment.

"additional Lease Payment® shall mean any amounts pavable by
the School Board under the terms of this Master Lease other than a
Basic Lease Fayment or a Supplemental Payment, as set forth im a
Schedule to this Master Lease and &0 designated.

#Assignment Agreement" shall mean any assignment agresment
pursuant to which  the Corporation shall have assigned to the
Trustes all of its right, tiyle and interest in and to a Ground
Lease and the Lease or Leases created by one or more particular
Schedules, including its right to receive Lease Payments under such
Lease or Leases. :

sAuthorized Corporation Representative® shall mean the
pPregident of the Corporation and any person or persons designated
by the Corporaticn and autherized to act on behalf of the
Corporation by a writtea certificate- delivered to the Trustee
signed on behalf of the Corporation by the Chairpersoa of the Ecard
of Dirsctors containing the specimen signature of each such person.

nauthorized School Poard Representativa" ghall mean the
Chairperson and any person or persons designated by the Chairperson
and authorized to act on behalf of the School Beard by a written
certificate delivered to the Trustee signed on behalf of the School
Board by the Chairperson contailning the specimen signature of each
such person. .

UBagle Lease Payment™ shall mean, with respect to each Lease,
or each Facility Einanced under such Lease, as of each Lease
Payment Date, the amount set forth in a Schedule to this Master
Lease corresponding to such Lease Payment Date and designated as a
Baslc Lease Payment in such Schedule. . .

“Business Day" shall mean a day other than Saturday, Sunday or
day on which banks in the State of New York or State of Florida are
authorized or required to be closed, or a day on which the New York
Stock Exchangs is clesed.
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such Basic Lease Payments due and paysble gemiannually, to and
including such maturity date or earlier prepayment date; and

WHEREAS, the relatlonship between the Corporatica and the
School Board under this Master Lease shall be a continuing one and
Facilities may, from time to time, be added to or deleted from this
Master Lease in accordance with the terms hersof and of the
Schedule describing such Facilities; and

WHEREAS, the School Board intends for this Master Lease to
remain in full force and effect until the last Leage Payment Date
for any Project, unless socner terminated irn accordance with the
terms provided herein; and .

WHEREAS, Section 230.23(9), Florida Statutes, as amended,
provides that the provisions of this Master Lease ghall be subject
to approval by the Florida Department of Education, which approval
has been received; and

WEEREAS, Sectlon 235.056(3) (c)3, Florida Statutes, as amended,
provides that nc lease purchase agreement entered into pursuant
thereto shall censtitute a debt, liability ox obligation of the
State of Fiorida or the School Boarxd or shzll be a pledge of the
faith and credit of the State or the School Board, all as further
provided in Section 3.1. hereof;

WOW, THEREFORE, in congideration of the mutual agreements and
covenante hersin contained and for other valuable consideration,
the parties hereto mutually agree as follows:
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"Certificate® or "Certificates” shall mean the Certificates of
rarticipation executed ard delivered from time to time bLy the
Trustee pursuant tc the Trust Agreement and any Supplemental Trust
Agreement. Each Serles of Certificates issued under the Trust
Agreement and any Supplemental Trust Agreement shall bear a Seriea
designation to identify such Series of Certificates to a particulaxr
Schedule to thils Master Lease.

"Certificate holder™ or "Holder of Cexrtificates™ shall mean
the registered owner of any Certificate or Certificatas. -

“Certificate of Acceptance® shall mean the certificate of the
School Bpoard substantially in the form of Exhibit B ta this Mastsr
Laase to be delivered pursuant to the provisicns of Section 2.3
hereof.

"Chairperson" shall mean the Chairperson of the Bchool Board
and any person or persons designated by the School Board and
authorized to act on hehalf of the Chairperson.

nglode* means the Internal Revenue Code of 1986, as amended,
and the applicable regulations thereunder and under the Internal
Eevenue Code of 1354,

"Commencement Date" shall mean the date sst’ forth in each
Schedule hereto which is the effective date of suvch Schedule.

"Completion Pate® shall mean, with respect to the Facilities
described in a particular Schadule, the date specified by the
School Board Iin a Certificate of Receptance as the date of
completion of acguisitien, construction and installation of such
Facilitiea.

“Contractor™ shall mean the persen, firm, corporation or joint
wventure guthorized to do business in Florida with whom a contract
has been made directly with the School Beard for the performance of
the work with respect to any Facilities described by Lhe
Instructions to Bidders and General Conditiens.

"Corporation™ shall mean Palm Beach School Board Leasing
Corp., & Florida not-for-profit corporation, its successors and
assigna,

uCost" shall mean costs and expenses related to the acgquisi-
tion, construction amd installation of any Facilitiea ineluding,
but not Iimited ta (i) costs and expenses of the acquisition aof the
title to or other intereat in real property, including leasshold
interests, easements, rights-of-way and licenses, including, with-
out limitation, lease payments to be made by the Corporation under
the terms of a Ground Lease until the expected acceptance of the
Facilities related thereto as described herein, (ii) costs and
expenges incurred for lzbor and materials and payments to contrac-
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tors, buildere, materialmen and vendors, for the acquisition, con-
struction and inatallation of the Faciliciea, {1il) the cost of
surety bonds and insurance of all kinds, including premiums and
other charges in connection with chtaining title insurance, that
may be advisable or necessary prilor to complerion of any of the
Facilities which is not paild by a contractor or otherwise provided
for, (iv) the cozts and expenses for design, test borings, surveys,.
estimates, plans and speclilcations and preliminary investigations
" therefor, and for supervising construction ard installation of
Facilities, (v) costs and expenses required for the acquisition ard
installation of egquipment or machinery that comprise part of the

Facilities, (vi)} all costs which the School Eoard shall be required.

to pay for or in comnection with additions to, and expansions of
Facilities, (vii) all ccete which the School Board shall be re-
guired to pay to provide improvements, including offsite improve-
ments, necessary for the uwse and occupancy of Facilities, including
roads, walkways, water, sewer, electric, £ire zlamms and other
utilities, (viii) any sums required to reimburse the Schocl Board
for advances mada by it for any of the above ltems or for other
costs incurred and for work done by it in connection with Facili-
ties, (ix) deposits into any Reserve Rocount established pursuant
to Section 401 of the Trust Agresment and arny Supplemental Trust
Agreement and any recurring amounts payable to a provider of ‘a
Regerve Account Letter of Credit/Insuvance Policy, [x) feeg,
expenses and liabilities of the School Board, if any, incurred in
connection with the acquisition, construction and installation of
Facilities, {xi) Costs of Issuance, and {xii) interest during
condtructcicn and for a reasonable period of time up to six (6)
months thersaftexr.

"Costa of Issuance® shall mean the items of expense incurred
in copnection with the authorization, sale and delivery of each
Series of Certificateg, which Items of expense shall iaclude, but
not be limited to, document printing and reproduction costs, filing
and recording fees, costs of credit ratings, initial fess and
charges of the Trusktee, any Credit Facility Iasuer and any provider
of a Reserve Account Letter aof Credit/Insurance Policy, legal fees
and charges, professional consultants’ fees, fees and charges for
execution, delivery, trangportation and safekeeping of Ceriifi-
cates, premiumz, costs and expenses of refunding Certificates and
other coste, charges and fees, including those of the Corporation,
in comnection with the foregeing.

"Costs of Iscuance Subacecount¥ shall mean a Costs of Issuance
Subaccount within ar Aequisition Account established pursuant to
Section 401 of the Trust Agreement and in any Supplemental Trust
Agreement in ¢ommection with the iasuvance of a Series of
Certificates.

"Credit Facility®" shall mean, with respect to & Series of
Certificates, the letter of credit, insurance policy, guaranty,
surety bond or other irrevocable security devica, if any. sup-
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unconditionally guaranteed by, the full faith and credit of the
TUnited States of 2America, including bonds or other evidencez of
indebtedness issued ox guaranteed by any agency or ¢orparation
which has been or may hereafter be created purswant to an Act of
Congress as an agency or ilnstrumentality of the United States of
America to the extent unconditionally guaranteed by the full faith
and credit of the United States of America.

"Zross Proceeds® shzll mean, with respect to each Series of
Certificates, unlegs inconsistent with the provisions of the Code,
in which case as provided in tha Code, (i) amounts received by or
on behalf of the Corporation from the sale of such Certificates;
{ii) amounts received as a result of investments of amountcs
deacribed in (i1): (i1ii) amcunts treated as transferrsd progeseds of
such Certificates in actordance with the Code; (iv} amounts treated
as procceds under the provisicns of the Code relaling to invested
sinking funds; (v] semarities or cbligations pledged, if any, as
gecurity for paymant of Basic Lease Payments under. the Master Lease
{which amounts are limited in accordance with Sections 235.058(3)
and 236.25{2) (e}, Florida Statutes, as amended); {vi} amounts
received with respect to obligations acguired with Gross Proceeds;
(vii) amounts used tc pay the principal and interest portions of
Basic Leage Payments represented by such Certificates; (viii)
amounts in any Reserve hccount established purswant te the Trust
Agreement and a Supplemental Trust Agrecment; and {ix) amountsa
received as a result of the investment of Gross Proceeds not
described in (i} abova.

"Ground Lease™ shall mean one ox more ground lsases, between
the School Board and the Corporation, as amended aund =upplemente:i
from time to time, pursuant teo which the Schoel Board shall ground
lease onc or more Facility Sites to the Corporatien.

"Ingtructions to Bidders and the Gensral Conditions" shall
mean the Instructions to Bidders and the General Conditions of the
School Board as in effect from time to time.

"Insurance Consultant®™ shall mean a nationally recognized
independsnt insurance company or broker, selscted by the Schoal
Board, that has actvarial personngl experlenced in the area of
insurance for which the Schosl Board is te be self-insured..

"Lease" shall mean each separate Schedule to this Master Lease
executed and delivered by the School Board and the Corporation,
together with thz terms and provisions of this Master Lease,

"Leaze Payment Account® shall mean any Lease Payment Account
established purswant to Section 401 of the Trust Agrecment and in
any Supplemental Trust Agreedent.

porting the obligations of the School Board to make Basic Lease
Payments relating to such Series of Certificatesz.

"Credit Facllity Issuer" shall mean, with respect to a Series
of Certificates, the issuer of the Credit Facility, if any, for
auch Serles of Certificates.

"pDistrict® shall mean the Schopl Distriet of Palm Beach
County, Florida.

mEvant of Extraordinary Prepayment® ghall mean one or more of
the events so designated in Section 7.2 hereof.

"Excess Earnings" shall mean, with respect to sach Series of
{ertificates, the amount by whieh the sarnings on the Grosa Pro-
ceeds of such Certificates exceeds the amount which would have been
earned thereon if such Gross Proceeds were iovested at a yield
egual to the yiseld on the interest portion of the Basic Lease Pay-
ments represented by such Certificates, as such yield is detexrmined
in accordance with the Code and amounts earned on the investment of
earnings on the Gross Proceeds of such Certificates.

"Facitity" or ®Facdliities" shall mean "educational fagilitijes"
as defined in Section 2235.011(5), Florida Statutes, as amended, to
be acquired from the procesds of a Series of Certificates,
consisting of real property, if any, buildings and improvements,
and the squipment, fixtures and Lurnishings which are to be huilt,
inistalled or established on such buildings or improvements, and all
appurtenances therete and interests therein, a1l as set forth on a
Schedule or Schedulea from time to time.

nFacility Site" shall mean the real property (together with
all buildings, structures and improvements erected or situated
thereon, any sasements or other rights or privileges in adjoining
property inuring to the fee simple ownex of such land by reason of
ownership of such land, and all fixtures, additions, alterations or
replacements located on, or used in connection with, or attached or
made to, such land) either (i) owned by the Schanl Board at the
time of the issuance of a Series of Certificates to finaace -
Facilities relating thereto or (ii) to be acguired by the School
Bpard subseguant thereto but not paid for out of the procesds of
such Series of Certificates, upor which a Facility is to be located
within the Distriet and more particularly described in a Ground
Lease,

"Flacal Year® shall mean the twelve month fiscal period of the
School Board which under current law commences on July 1 in every
year and ends on June 30 of the succeeding year.

"Government Obligations" shall mean any cbligations which as
to both principal &aud interest constitute nen-callable dlrect
chligdtions of, or non-cailable ohligations’ fully  and
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"Laase Payment Date" shall meayn, with respect to a Lease, each
dake set forth on the corresponding Schedule de51gﬂated as a Lease
Payment Date for such Lease.

"Lease Paymeats" shall mean, with respect to each Lease, all
amounts payable by the School Board pursuant to the terms of a
Lease, including Basic Lease Payments, Additional Lease Payments
aud Supplemental Fayments.

"Lease Term" ghall mean, with respect to each Lease, the

period from the date of the Lease through the end of the than

curréent Fiscal Year plus each annual or lesser renewal period
thereafter during which such lLease is maintained in effect in
accordance therewith, with the maximum number of renewals being
specified in the Schedule corregponding to such Lease.

"Master Leage" shall mzan this Master Lease Purchase Agraement
dated as. of Novembex 1, 18%4, between the Corporation and the
School Board and any and all modifications, alteraticns, amendments
and supplements hereto.

"Ret Proceeds" chall mean, with respect to ‘one or mors
Facilities financed under a Lease, proceedsg from any insurance,
condenmation, performance bend, Federal or State flood diszaster
assistance, or any other financial guaranty (cther than a Credit
Facllicy Iepust) pald with respect to such Facilities remaining
after payment therefrom of all expenses, including attorneys’ fees,
incurred in the collection therecof; and, with respect teo insurance,
to the extent that the School Board elects to self-insure under
Section 5.3 hereof, any moneys payable from any appropriation made
by the School Boarcé in connection with such self-insurance.

"Qpinion of Counsel®" sghall mean an opinien signed by an
attorney or firm of attorneys of recoguized standing and who are
qualified to pass on the legality of the particular matter (who may
be coungel to the School Board or Speclal Tax Counsel) selected by
the School Board.

"Outgtanding® when used with reference to the