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The Bonds will be issued and registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC").
DTC will act as securities depository for the Bonds. Purchasers will not receive certificates representing their ownership interest in the Bonds.
Accordingly, principal, interest and premium, if any, on the Bonds will be paid by The Huntington National Bank, Cincinnati, Ohio, as Paying Agent
and Registrar, directly to DTC or Cede & Co., its nominee. DTC will in turn remit such principal, interest or premium to the DTC Participants (as
defined herein) for subsequent distribution to the Beneficial Owners (as defined herein) of the Bonds. The Bonds will be issued in denominations of
$5,000 each or integral multiples thereof, and will bear interest payable on November 1, 2006 and thereafter semiannually on each May 1 and
November 1.

The Bonds maturing on and after May 1, 2017, shall be subject to prior redemption at the option of the Corporation on and after May 1, 2016, as
discussed herein.
SCHEDULE OF MATURITIES

Cusip # Cusip #

Due 363650 Amount* Rate Yield Due 363650 Amount* Rate Yield
5/1/07 $ 490,000 5/117 $ 685,000
5/1/08 510,000 5/1/18 710,000
5/1/09 525,000 5/1/19 740,000
5/1/10 545,000 5/1/20 770,000
5/1/11 560,000 5/1/21 800,000
5/1/12 585,000 5/1/22 835,000
5/1/13 605,000 5/1/23 1,535,000
5/1/14 625,000 5/1/24 1,600,000
5/1/15 650,000 5/1/25 1,675,000
5/1/16 675,000 5/1/26 1,745,000

(Plus accrued interest-when issued)

Purchaser’s Option - The Purchaser of the Bonds may specify to the Financial Advisor that any Bonds may be combined with immediately
succeeding sequential maturities into a Term Bond or Term Bonds, bearing a single rate of interest, with the maturities set forth above (or as may be
adjusted as provided herein) being subject to mandatory redemption in such maturities for such Term Bond(s).

The Bonds are issued under and in full compliance with the Constitution and Statutes of the Commonwealth of Kentucky, including Sections 162.120
through 162.300, 162.385, and Section 58.180 of the Kentucky Revised Statutes. The Bonds constitute a limited indebtedness of the Corporation and
are payable, both principal and interest, only from revenues to be derived from lease rental payments to be paid on a year-to-year basis by the
Gallatin County Board of Education to the Corporation for use of the school facilities in accordance with the terms of a Contract, Lease and Option
between the Board and the Corporation.

In the opinion of Bond Counsel, interest on the Bonds is excludable from the gross income of the recipients thereof for Federal income tax purposes
under existing law, regulations and court decisions, except as to certain recipients, and the Bonds and interest thereon are exempt from income taxes
and ad valorem taxes in the Commonweal th of Kentucky and any political subdivision thereof. See* Tax Exemption” herein.

The Bonds are issued subject to approval of legality by Henry M. Reed 111, Reed & Johnson, Louisville, Kentucky, Bond Counsel to the Corporation.
Delivery of the Bonds is expected on or about May 31, 2006.

*Preliminary, Subject to Permitted Adjustment.
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No dealer, broker, salesman, or other person has been authorized by the Gallatin County School District Finance Corporation,
the Gallatin County Board of Education, or First Kentucky Securities Corporation, the Financial Advisor, to give any
information or representations, other than those contained in this Official Statement, and if given or made, such information
or representations must not be relied upon as having been authorized by any of the foregoing. This Official Statement does
not constitute an offer to sell or the solicitation of any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale. Except where otherwise indicated, the information set forth herein has been obtained
from the Kentucky Department of Education and the Gallatin County Board of Education and is believed to be reliable;
however, such information is not guaranteed asto accuracy or completeness by, and is not to be construed as a representation
by First Kentucky Securities Corporation, the Financial Advisor, or by Bond Counsel. The ddlivery of this Official Statement
at any time does not imply that information herein iscorrect as of any time subsequent to the date her eof.
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PRELIMINARY OFFICIAL STATEMENT

$16,865,000*

GALLATIN COUNTY (KENTUCKY)
SCHOOL DISTRICT FINANCE CORPORATION
SCHOOL BUILDING REVENUE BONDS
SERIES OF 2006

Dated Date: May 1, 2006

This Official Statement, which includes the cover page, is being distributed by the Gallatin County School District Finance
Corporation (the "Corporation") to furnish pertinent information to all who may become holders of its School Building Revenue
Bonds, Series of 2006, dated May 1, 2006 (the "Bonds") being offered hereby pursuant to the provisions of Sections 162.120 through
162.300 and Section 162.385 of the Kentucky Revised Statutes, ("KRS') and KRS Chapter 273 and KRS 58.180, and pursuant to the
terms of a Bond Resolution adopted by the Corporation.

The summaries and references to Sections of the Kentucky Revised Statutes, the Bond Resolution, and the Contract, Lease and
Option, as included in this Official Statement, do not purport to be comprehensive or definitive and are qualified in their entirety by
reference to each such document.

DESCRIPTION OF THE BONDS
Authorization

Pursuant to Sections 162.120 through 162.300 and Section 162.385 of the Kentucky Revised Statutes and KRS Chapter 273 and KRS
58.180, the Corporation adopted a Bond Resolution (i) authorizing the issuance of $16,865,000* School Building Revenue Bonds; (i)
approving the publication of a Notice of Sale of Bonds; (iii) approving the terms and conditions of bond sale; and (iv) authorizing the
President of the Corporation to execute the Official Statement related to the Bonds.

Terms

The Bonds will be dated May 1, 2006 will bear interest payable November 1, 2006, and thereafter semiannually on each May 1 and
November 1 at the rates established upon acceptance of a bid for said Bonds and, will mature on the dates and in the amounts set forth
on the cover page.

Book Entry

The following information regarding DTC and Cede & Co. will be applicable to the Bonds as long as a book entry system is utilized.
The Corporation does not assume any responsibility for the accuracy or completeness of the information set forth under this caption
"Book Entry", and the Corporation is not required to supervise, and will not supervise, the operation of the book entry system
described herein.

DTC isalimited purpose trust company organized under the laws of the State of New Y ork, a member of the Federal Reserve System,
a"clearing corporation” within the meaning of the New Y ork Uniform Commercial Code, and a "clearing agency" registered pursuant
to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC was created to hold securities of its
participants (the "DTC Participants") and to facilitate the clearance and settlement of securities transactions among DTC Participants
in such securities through electronic book-entry changes in accounts of the DTC Participants, thereby eliminating the need of physical
movement of securities certificates. DTC Participants include securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations, some of whom (and/or their representatives) own DTC. Access to the DTC system is
also available to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with
aDTC Participant, either directly or indirectly (the "Indirect Participants").

Upon issuance of the Bonds, DTC Participants shall receive a credit balance in the records of DTC. The ownership interest of each
actual purchaser of each Bond (the " Beneficial Owner") will be recorded through the records of the applicable DTC Participant.
Beneficial Owners will receive a written confirmation of their purchase provided by the applicable DTC Participant, providing details
of the Bonds acquired. Transfers of ownership interests in the Bonds ("Beneficial Ownership Interests') will be accomplished by
book entries made by DTC and, in turn, by the DTC Participants who act on behalf of the Beneficial Owners. Beneficial Owners will
not receive certificates representing their ownership interest in the Bonds, except as specifically provided in the Ordinance.

*Preliminary, Subject to Permitted Adjustment.



The Corporation has no responsibility or liability for any aspects of the records relative to or payments made on account of beneficial
ownership, or for maintaining, supervising or reviewing any records relating to beneficial ownership.

Principal, sinking fund, and interest payments on the Bonds will be made to DTC or its nomineg, as registered owner of the Bonds.
Upon receipt of moneys, DTC's current practice is to immediately credit the accounts of the DTC Participants in accordance with their
respective holdings shown on the records of DTC. Payments by DTC Participants and Indirect Participants to Beneficial Owners will
be governed by standing instructions and customary practices, as is now the case with municipal securities held for the accounts of
customers in bearer form or registered in "street name”, and will be the responsibility of such DTC Participant or Indirect Participant
and not of DTC or the Agency, subject to any statutory and regulatory requirements as may be in effect from time to time.

A Beneficial Owner shall give notice to elect to have its Beneficial Ownership Interests purchased or tendered, through its DTC
Participant, to the Paying Agent and Registrar, and shall effect delivery of such Beneficial Ownership Interests by causing the Direct
Participant to transfer the DTC Participant’s interest in the Beneficial Ownership Interests, on DTC's records, to the purchaser or the
Paying Agent and Registrar, as appropriate. The requirements for physical delivery of Bonds in connection with a demand for
purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct
Participants on DTC’ srecords.

The Paying Agent and Registrar, so long as a book entry method is used for the Bonds, will send only to DTC any notice of
redemption or other notices required to be sent to Bondholders. Any failure of DTC to advise any DTC Participant, or of any DTC
Participant to notify the Beneficial Owner, of any such notice and its content or effect will not affect the validity of the redemption of
the Bonds called for redemption or of any other action premised on such notice.

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

The Corporation and the Paying Agent and Registrar cannot and do not represent or give any assurances that DTC, the DTC
Participants or Indirect Participants or others will distribute payments of debt service charges on the Bonds paid to DTC or its
nominee, as the registered owner, or any redemption or other notices, to the Beneficial Owners, or that they will do so on atimely
basis, or that DTC will serve and act in the manner described in this Official Statement.

Optional Redemption Provision

The Bonds maturing on and after May 1, 2017, are subject to redemption prior to their stated maturities on any date falling on or after
May 1, 2016, in whole, or from time to time, in part, in any order of maturities (less than al of a single maturity to be selected by lat),
at the option of the Corporation upon terms or the face amount, plus accrued interest, but without redemption premium.

Statutory Authority, Purpose of | ssue and Security

These Bonds are authorized pursuant to KRS 162.120 through 162.300, 162.385, and KRS 58.180 and are issued in accordance with a
Resolution of the Corporation's Board of Directors. Said Bonds are revenue bonds and constitute a limited indebtedness of the
Corporation payable from rental revenues derived by the Corporation from the Board under the Lease identified below. Said Bonds
are being issued to finance construction of the Gallatin County Upper Elementary and Middle School (the "Project”) and are secured
by a statutory mortgage lien upon and a pledge of the revenues from the rental of the school building to the Board under the Lease on
a year to year basis; the first rental period ending June 30, 2007. The statutory mortgage lien securing the Bonds is limited in its
application to the exact site of the Project constructed from the proceeds of the Bonds, rea estate unoccupied by the Project is
unencumbered; should the Board default in its obligations under the Lease or fail to renew the Lease, the Registered Owners of Bonds
have the right to have a receiver appointed to administer the Project under KRS 162.220; foreclosure and sale are not available as
remedies.

The rental of the Project from the Corporation to the Board is to be effected under a certain Contract, Lease and Option by and
between the Corporation and the Board (the "Lease"), whereunder the Project is leased to the Board for the initial period ending June
30, 2007, with an option in the Board to renew the Lease each year at rentals sufficient to provide for the principal and interest
requirements on the Bonds as they become due, plus the costs of insurance, maintenance, depreciation, and bond issuance and
administration expenses; the Board being legally obligated only for the initial rental period and for one year at a time thereafter each
time the Leaseis renewed.

Although the Board is obligated to pay the Corporation annual rentals in the full amount of the principal and interest requirements for
the Bonds for each year in which the Lease is renewed, the Board has entered into the Lease in reliance upon a certain Participation
Agreement by and between the Board and the Kentucky School Facilities Construction Commission (the "Commission).  Under the
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terms of the Participation Agreement, the Commission has agreed to pay annualy directly to the Paying Agent for the Bonds a stated
Agreed Participation equal to approximately 47.9% of the annual debt service requirements for the Bonds herein identified until their
retirement, subject to the constitutional restrictions limiting the commitment to the biennium; said annual amount is to be applied only
to the principal and interest requirements of the Bonds so long as the Board renews the Lease. Under the Lease, the Board has
pledged and assigned all of its rights under the Participation Agreement in and to the Agreed Participation to the Corporation in order
to secure the Bonds and has agreed to pay that portion of the rentals in excess of said Agreed Participation for each year in which the
Leaseisrenewed.

KENTUCKY SCHOOL FACILITIESCONSTRUCTION COMMISSION

The Commission is an independent corporate agency and instrumentality of the Commonwealth of Kentucky established pursuant to
the provisions of Sections 157.611 through 157.640 of the Kentucky Revised Statutes, as repealed, amended, and reenacted (the
"Act") for the purpose of assisting local school districts in meeting the school construction needs of the Commonwealth in a manner in
which will ensure an equitable distribution of funds based upon unmet need.

Pursuant to the provisions of the Act, the Regulations of the Kentucky Board of Education and the Commission, the Commission has
determined that the Board is eligible for participation from the Commission in meeting the costs of construction of the Project and has
entered into a Participation Agreement with the Board whereunder the Commission agrees to pay an annual Agreed Participation
equal to approximately 47.9% of the annual debt service requirements for the Bonds herein identified each year until their retirement;
provided, however, that the contractual commitment of the Commission to pay the annual Agreed Participation is limited to the
biennial budget period of the Commonwealth, with the first such biennia period terminating on June 30, 2008; the right is reserved in
the Commission to terminate its commitment to pay the Agreed Participation after the initial biennial period and every two years
thereafter. The obligation of the Commission to make payments of the Agreed Participation shall be automatically renewed each two
years for aperiod of two years unless the Commission shall give notice of its intention not to participate not less than sixty days prior
to the end of the biennium; however, by the execution of the Participation Agreement, the Commission has expressed its present
intention to continue to pay the Agreed Participation in each successive biennial budget period until the retirement of al of the Bonds,
but such execution does not obligate the Commission to do so.

ADDITIONAL PARITY BONDSFOR COMPLETION OF PROJECT

The Corporation has reserved the right and privilege of issuing additional bonds from time to time payable from the income and
revenues of said lands and school building Project and secured by the same statutory mortgage lien and pledge of revenues, but only if
and to the extent the issuance of such additional parity bonds may be necessary to pay the costs, for which funds are not otherwise
available, of completing the construction of said school building Project in accordance with the plans and specifications of the
architect in charge of said Project, which plans have been completed, approved by the Board, Commissioner of Education, and filed in
the office of the Secretary of the Corporation.

ADOPTION OF STATE BUDGET

The Commonwealth’s Biennial Budget for 2006-08 was formally reported out of the Joint Conference Committee of the Kentucky
General Assembly the week of April 3. The Budget was approved by the Senate on April 10 and by the House of Representatives on
April 11 and was forwarded to the Governor for his approval or modification. The Governor exercised his line-item veto power as to
certain items and the Budget has become effective.

GALLATIN COUNTY (KENTUCKY) SCHOOL DISTRICT FINANCE CORPORATION

The Corporation has been formed in accordance with the provisions of Section 162.120 through 162.300 and 162.385 of the Kentucky
Revised Statutes ("KRS"), and KRS Chapter 273 and KRS 58.180, as a non-profit, non-stock corporation for the purpose of financing
necessary school facilities for and on behalf of the Board of Education of the Gallatin County School District (the "Board"). Under
the provisions of existing Kentucky law, the Corporation is permitted to act as an agency and instrumentality of the Board for
financing purposes.

The Board of Directors of the Corporation is made up of the incumbent members of the Board of Education.



THE PROJECT

The Project consists of the construction of a new school facility for Gallatin County’s Upper Elementary and Middle School,
approximately 98,000 gross square feet on two floors. The new building includes classrooms, administrative offices, library, kitchen,
cafeteria, gymnasium, restrooms, and mechanical, electrical, and support areas. The structural system includes concrete spread
footings and load bearing masonry walls with steel joist floor and roof structures. Exterior walls are brick with concrete masonry
backup and aluminum windows. Interior materials include concrete masonry partitions and reinforced drywall on metal stud partitions
with suspended acoustical tile ceilings, and vinyl composition tile and carpet flooring. Other building systems include single ply
membrane roofing.

Estimated Sources and Uses of Funds
Sour ces of Funds

Series of 2004 Bonds

Local Participation $8,777,544

SFCC Participation 8,087,456
Sub total $16,865,000
Cash and Interest Earnings 145,000
Total $17,010,000

Uses of Funds

Construction Fund $16,577,000
Underwriter’ s Discount 337,300
I ssuance Costs 91,460
Surplus 4,240
Total $17,010,000

DISPOSITION OF BOND PROCEEDS

Upon delivery of the Bonds, there shall first be paid all expenses incident to the authorization, sale and delivery of the Bonds.

Next, the accrued interest received, if any, shall be deposited into the "Gallatin County School District Finance Corporation School
Building Revenue Bond and Interest Redemption Fund of May 1, 2006" (the "Series 2006 Bond Fund") to be held therein for payment
of interest on the Bonds at the next ensuing interest due date.

The entire remaining proceeds of the Bonds shall be deposited, until needed for construction purposes, with the Construction
Depository (to be determined), into a special account called "Gallatin County School District Finance Corporation Series of 2006
School Construction Fund" (the "Construction Fund").

CERTAIN PROVISIONS OF THE BOND RESOLUTION

The Bond Resolution contains various covenants of the Corporation and provisions for the payment of the Bonds in accordance with
their terms, certain of which are summarized below. Referenceis made to the Bond Resolution for afull and complete statement of its
provisions.

The Corporation has authorized the issuance of its Gallatin County School District Finance Corporation School Building Revenue
Bonds, Series of 2006, in an aggregate amount of $16,865,000*. The Bonds are fully registered and in denominations in multiples of
$5,000. The Bonds bear interest payable on November 1 and May 1 in each year, beginning November 1, 2006, at such interest rate
or rates as aresult of an advertised sale of Bonds and competitive bidding therefor. Said Bonds shall mature on the dates and in the
amounts set forth on the cover page.

Paying Agent and Registrar

The Huntington National Bank, Cincinnati, Ohio, has been named Paying Agent and Bond Registrar. Interest and principal payments
will be made by the Paying Agent by wire transfer to DTC on each due date. Please see "Book Entry" supra.



Funds Established by the Resolution
The Resolution establishes the following funds:

Gallatin County School District Finance Corporation School Building Revenue Bond and I nterest Redemption Fund of
May 1, 2006 (the " Bond Fund"). -- The Corporation covenants that all amounts received as rentals pursuant to the terms of
the Contract, Lease and Option shall be deposited into the Bond Fund and held apart from all other funds for the payment of
the principal of and interest on the Bonds as same become due. The required annual payments due from the Board shall be
made in semi-annual installments on or before each October 15 and April 15, the first such payment to be made on or before
October 15, 2006.

Moneys held in the Bond Fund shall be invested at the direction of the Corporation in (i) securities of the United States
Government; (ii) obligations fully guaranteed by the United States, having a maturity date prior to the date when the sums
invested will be needed for meeting interest and principal payments; or (iii) in certificates of time deposit maturing as and
when required to pay principal and interest. Such certificates of time deposit shall be secured by a valid pledge of United
States Government securities to the extent same exceed FDIC coverage. All income from the investment of the Bond Fund
shall be deposited into said Bond Fund and may be used as a credit to any future deposit required to be made by the Board into
said Bond Fund.

Gallatin County School District Finance Corporation Series of 2006 School Construction Fund (the " Construction
Fund"). -- Proceeds of the Bonds, after payment of the costs of issuance and deposit of accrued interest received in the Bond
Fund, shall be deposited into the Construction Fund for the payment, exclusively, of the costs of the school construction
projects described herein. The Construction Depository has not been named as of this posting, but shall be determined by the
closing of the bond issue. Payments from the Construction Fund shall be made by check signed by the Treasurer of the
Corporation upon approva of the Board. Each check shall have attached a voucher, signed by the Architect having supervision
of the construction, stating that the labor and/or materials for which the payment is being made have been, in fact, received and
utilized on the site of the projects. Such a voucher is not required for checks which reimburse the Board for advance payments
made prior to the receipt of bond proceeds.

Contract, Lease and Option

The Board covenants to faithfully and punctually perform all duties required by the L ease including providing for the maintenance and
insurance of the school properties.

The Corporation further agrees to collect such rents and charges for services rendered by the school Project properties as will be
sufficient to pay the principal of and interest on the Bonds when same become due.

Statutory Mortgage Lien Created

The Resolution recognizes the statutory mortgage lien upon the school Project properties which are granted and created by Section
162.200 of the Kentucky Revised Statutes. Please see "Statutory Authority, Purpose of Issue and Security" herein on page 2. Said
lien is and shall be restricted in its application to the facilities, the costs of refinancing of which are defrayed from the proceeds of the
Bonds, together with appurtenances, equipment therein, that portion of the school site physically occupied thereby, and such
easements and rights-of-way for ingress, egress, and the rendering of services thereto as may be necessary for the proper use and
maintenance of the same.

Theright isreserved to erect or construct upon the school site described in the Resolution other structures and improvements free and
clear of said statutory mortgage lien, even though the same are connected by using as party walls one or more walls of structures
which are subject to said mortgage lien, providing the same are capable of use as separate entities in themselves and have their own
outside entrances and providing no part of the costs of said additional structures and improvements are paid from the proceeds of these
Bonds.

Arbitrage Provisions
The Corporation shall at all times do and perform all acts and things permitted by law and necessary or desirable in order to assure that

interest paid by the Corporation on the Bonds shall, for the purpose of Federal income taxation, be excludable from the gross income
of the recipients under any valid provision of law.



The Corporation shall not permit at any time any of the proceeds of the Bonds or other funds of the Corporation to be used to acquire
any securities or obligations the acquisition of which would cause any such Bond to be an "arbitrage bond", as defined in the Internal
Revenue Code of 1986, as amended (the "Code"), unless, under any valid provision of law hereafter enacted, the interest paid by the
Corporation on the Bonds shall be excludable from the gross income of a recipient thereof for Federal income tax purposes without
regard to compliance with the Code.

Resolution to Constitute a Contract
The provisions of the Resolution shall constitute a contract between the Corporation and the Registered Owners of any Bonds from
time to time outstanding and, after the sale of such Bonds, no change in the provisions of the Resolution shall be permitted while any
of said Bonds remain outstanding and unpaid, except as expressly authorized in the Resolution.
Other Covenants
The Corporation binds and obligates itself not to sell, mortgage, or in any manner dispose of the school Projects properties, including
any and all extensions and additions that may be made thereto, except as specifically permitted and provided by the Resolution until
all of the Bonds shall have been paid in full.

CERTAIN PROVISIONS OF THE CONTRACT, LEASE AND OPTION

The following summarizes certain provisions of the Lease pursuant to which the Corporation leases the school building properties to
the Board. Referenceis made to the Lease for afull and complete statement of its provisions.

Lease to the Board

The Corporation agrees to lease the Project to the Board and the Board agrees to lease the Project from the Corporation from year to
year commencing on May 1, 2006.

The initia term of the Lease shall expire on June 30, 2007; provided, however, that the Lease shall be automatically renewed from
year to year for one-year terms unless terminated by the Board upon written notice to the Corporation ninety days before the end of
the fiscal year.

Amount and Due Date of Rentals

The amount of the annual rentals to be paid by the Board shall be a sum equal to the interest which will be due on November 1,
together with the Bonds and interest which will be due on May 1 during the rental year, plus the costs of operation, maintenance and
insurance.

Conveyance upon Retirement of Bonds

It is agreed that if the Board shall pay rentals from year to year until the first day of May, 2026, then upon completion of such
payments the leased premises shall be and become the property of the Board.

Optionsto Purchase

It is hereby further agreed that the Board may purchase the Project and thereby terminate the Lease on any date by the payment of a
sum sufficient to accomplish the retirement or defeasance of the outstanding Bonds issued by the Corporation

Maintenance and | nsurance

The Board agrees that so long as the Board continues to lease the school Project it will, at its own expense, maintain the Project in
good state of repair and will procure and pay the cost of insurance on all buildings located thereon against loss by fire, lightning, and
windstorm in an amount equal to the full insurable value of the Project or the face amount of the Bonds outstanding, whichever is
greater.



KENTUCKY DEPARTMENT OF EDUCATION SUPERVISION

According to areport furnished by the Kentucky Department of Education, under the terms of the Kentucky Revised Statutes and the
regulations of the Kentucky Board of Education (the "State Board"), the State Board, by itself and through its executive officer, the
Commissioner of Education (the "Commissioner"), supervises the general operations of the local boards of education and school
building revenue bond financing for school purposes. The Commissioner examines and advises on the expenditures, business
methods and accounts of all local boards of education, including the Board. The Commissioner is responsible for assuring that all
financial and educational accounts are accurately and neatly kept, and that all reports are made according to the forms adopted by the
State Board. Each school district supported in whole or in part from taxation is required to make a report to the State Board at the
close of each scholastic year, showing in detail al funds received from the Commonwealth and from all other sources during the year,
and a detailed statement of all expenditures for the year.

Each local board of education must prepare and submit to the Commissioner an annual budget showing the amount needed for current
expenses, capital outlay, debt service and lease rental payments for the ensuing year, the estimated amount to be received from other
sources, and the amount needed to be raised from local taxation, including the assessed valuation and tax rate for property subject to
taxation by the school district. If the budget is disapproved, it must be amended and resubmitted. No budget is effective until
approved by the Commissioner.

Each local school board must prepare and submit to the State Board, not later than January 15 of each year, a close estimate of its
working budget which must conform to the rules and regulations prescribed by the State Board, and which must be consistent in its
major divisions with the general school budget previously prepared.

A local superintendent may not recommend and alocal school board member may not vote for an expenditure in excess of the income
and revenue of any year as shown by the budget approved by the Commissioner, except for a purpose for which bonds have been
voted, or in case of an emergency declared by the State Board.

All local boards of education who have entered into contracts with respect to the issuance of revenue bonds must arrange for insurance
protection in an amount equal to the amount of bonds outstanding against the particular building or buildings, or to the full insurable
value of such building or buildings, whichever is greater, and must report annually to the Superintendent, on forms provided by the
Department of Education, the amount of insurance coverage provided for each building which has been mortgaged for the security of
outstanding revenue bonds.

The State Department of Education must approve a bond issue and its related financial, educational and construction plans prior to
issuance and such approval will be obtained prior to the sale of thisissue.

STATE SUPPORT OF EDUCATION

The 1990 Regular Session of the General Assembly of the Commonwealth enacted a comprehensive legid ative package known as the
Kentucky Education Reform Act ("KERA") designed to comply with the mandate of the Kentucky Supreme Court that the General
Assembly provide for an efficient and equitable system of schools throughout the State.

KERA became fully effective on July 13, 1990. Elementary and Secondary Education in the Commonwealth is supervised by the
Commissioner of Education as the Chief Executive Officer of the State Department of Education ("DOE"), and appointee of the
reconstituted Kentucky Board of Education (the "State Board"). Some salient features of KERA are asfollows:

KRS 157.330 establishes the fund to Support Education Excellence in Kentucky (*SEEK") funded from biennial appropriations from
the General Assembly for distribution to school districts. The base funding guaranteed to each school district by SEEK for operating
and capital expenditures is determined in each fiscal year by dividing the total annual SEEK appropriation by the state-wide total of
pupils in average daily attendance ("ADA") in the preceding fiscal year; the ADA for each district is subject to adjustment to reflect
the number of at risk students (approved for free lunch programs under state and federal guidelines), number and types of exceptional
children, and transportation costs.

KRS 157.420 establishes a formula which results in the allocation of funds for capital expenditures in school districts at $100 per
ADA pupil of the SEEK allotment which is required to be segregated into a Capital Outlay Allotment Fund which may be used only
for (1) direct payment of construction costs; (2) debt service on voted and funding bonds; (3) lease rental payments in support of bond
issues; (4) reduction of deficits resulting from over-expenditures for emergency capital construction; and (5) a reserve for each of the
categories enumerated in 1 through 4 above.



KRS 160.470(12)(a) requires that effective for fiscal years beginning July 1, 1990 each school district shall levy a minimum
equivalent tax rate of $0.30 for general school purposes. The equivalent tax rate is defined as the rate which results when the income
collected during the prior year from all taxes levied by the district (including utilities gross receipts license and specia voted) for
school purposes is divided by the total assessed value of property, plus the assessment for motor vehicles certified by the Revenue
Cabinet of the Commonwealth. Any school district board of education which fails to comply with the minimum equivalent tax rate
levy shall be subject to removal from office.

KRS 157.440(2) provides that for fiscal years beginning July 1, 1990 each school district may levy an equivalent tax rate which will
produce up to 15% of those revenues guaranteed by the SEEK program. Any increase beyond the 4% annual limitation imposed by
KRS 132.017 ("House Bill 44") is not subject to the recall provisions of that Section. Revenue generated by the 15% levy is to be
equalized at 150% of the state-wide average per pupil egqualized assessment.

KRS 157.440(2) permits school districts to levy up to 30% of the revenue guaranteed by the SEEK program, plus the revenue
produced by the 15% levy, but said additional tax will not be equalized with state funds and will be subject to recall by a simple
majority of those voting on the question.

KRS 157.620(1) also provides that in order to be €eligible for participation from the Kentucky School Facilities Construction
Commission for debt service on bond issues the district must levy atax which will produce revenues equivalent to $0.05 per $100 of
the total assessed value of all property in the district (including tangible and intangible property and motor vehicles). A district having
a special voted tax which is equal to or higher than the required $0.05 tax, must commit and segregate for capital purposes at least an
amount equal to the required $0.05 tax. Those districts which levy the additional $0.05 tax are also €eligible for participation in the
Facilities Support Program of Kentucky ("FSPK") program for which funds are appropriated separately from SEEK funds and are
distributed to districts in accordance with a formula taking into account outstanding debt and funds available for payment from both
local and state sources.

KRS 160.460 provides that as of July 1, 1994 all real property located in the Commonwealth subject to local taxation shall be assessed
at 100% of fair cash value.

CONTINUING DISCLOSURE

As aresult of the Board and agencies acting on behalf of the Board at the time the Bonds referred to herein are offered for public sale
having outstanding municipal securities in excess of $10,000,000, the Corporation and the Board will enter into a written agreement
for the benefit of all parties who may become Owners of the Bonds whereunder said Board shall be obligated to (i) supply to the
repositories designated under said Rule by the Municipal Securities Rule Making Board notice of any of the "material events' outlined
in said Rule should same occur and (ii) supply financia information on an annual basis. A draft of said agreement is attached hereto
as Appendix D.

Financial information regarding the Board may be obtained from Superintendent, Gallatin County Board of Education, PO Box 147,
110 W. Main, Warsaw, Kentucky Telephone 859-567-2828.

TAX EXEMPTION; NOT BANK QUALIFIED
With regard to the Internal Revenue Code of 1986, as amended, Bond Counsel advises as follows:

(A) The Bonds and the interest thereon are exempt from income and ad valorem taxation by the Commonwealth of Kentucky
and all of itspolitical subdivisions.

(B) The interest income from the Bonds is excludable from the gross income of the recipients thereof for Federal income tax
purposes under existing law; provided, that the corporate entities noted below are advised of certain tax consequences as
follows:

1) In the computation of the corporate minimum tax, earnings and profits may include otherwise tax-exempt
interest on the Bonds; this provision applies to corporations only.

2) Property and casualty insurance companies may be denied certain loss reserve deductions to the extent of
otherwise tax-exempt interest on the Bonds.



(© As aresult of certifications by the Board and the Corporation, indicating the issuance of more than $10,000,000 of "tax-
exempt obligations" during the calendar year ending December 31, 2006, the Bonds may NOT be treated by financia
institutions as if they were acquired before August 8, 1986.

(D) The interest income from the Bonds is excludable from the gross income of the recipients thereof for Federal income tax
purposes under existing law for individuas; however, said income must be included in the calculation of "modified
adjusted gross income” in the determination of whether and to what extent Social Security benefits are subject to Federal
income taxation.

APPROVAL OF LEGALITY

Legal matters incident to the authorization, issuance, sale and delivery of the Bonds are subject to the approval of Reed & Johnson,
Louisville, Kentucky, Bond Counsel to the Corporation. The approving legal opinion of Bond Counsel will be printed on the Bonds
and will contain a statement of tax exemption as represented herein. Bond Counsel has reviewed the information herein pertaining to
the Bonds under the headings "Description of The Bonds', "Adoption of State Budget", "Certain Provisions of the Bond Resolution”,
"Certain Provisions of the Contract, Lease and Option", "State Support of Education"”, "Continuing Disclosure" and "Tax Exemption;
Not Bank Qualified", and is of the opinion that such information is a fair summary of the principal provisions of the instruments and
information therein described. Bond Counsel has not otherwise participated in the preparation of the Official Statement and has not
verified the accuracy or completeness of the information contained under the headings "The Project”, "Kentucky Department of
Education Supervision”, nor of any financia information, enrollment figures, projections, or computations related thereto, and
therefore can make no representation with respect to such information.

ABSENCE OF MATERIAL LITIGATION

There is no controversy or litigation of any nature now pending or threatened restraining or enjoining the issuance, sale, execution or
delivery of the Bonds, or in any way contesting or affecting the validity of the Bonds or any proceedings of the Corporation taken with
respect to the issuance or sale thereof.

FINANCIAL ADVISOR

The Bonds will be sold by the solicitation and receipt of competitive bids. First Kentucky Securities Corporation, Frankfort,
Kentucky, Financial Advisor to the Corporation, has requested and received permission and approval of the Corporation to bid, either
alone or in conjunction with others, on the Bonds. The Financial Advisor has expressed its intent to so bid.

First Kentucky Securities Corporation will receive a fee, subject to sale and delivery of the Bonds, for its advisory services. Said fee
is separate from and in addition to compensation received, if any, for underwriting of the Bonds.

RATING

Moody’s Investors Service has given the Bonds the rating set forth on the cover page of this Official Statement. Such rating reflects
only the opinion of such organization. There can be no assurance that such rating will be maintained for any given period of time or
that it will not be revised or withdrawn entirely. Any downward revision or withdrawal of such rating may have a material adverse
effect on the market price of the Bonds.

All quotations from, and summaries and explanations of, the Kentucky Revised Statutes, the Bond Resolution, and the Contract, Lease
and Option contained herein do not purport to be complete, and reference is made to such laws and documents for full and complete
statements of their provisions. Copies, in reasonable quantity, of the Bond Resolution, and the Contract, Lease and Option may be
obtained from First Kentucky Securities Corporation, P. O. Box 554, Frankfort, Kentucky 40602-0554.



This Official Statement does not, as of its date, contain any untrue statement of a materia fact or omit to state a material fact which
should be included herein for the purpose for which the Official Statement is to be used or which is necessary in order to make the
statements contained herein, in the light of the circumstances under which they were made, not misleading in any material respect.

Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated, are intended as such and

not as representations of fact. This Official Statement is not to be construed as a contract or agreement between the Corporation and
the purchasers or holder of any of the Bonds.

GALLATIN COUNTY SCHOOL DISTRICT FINANCE CORPORATION

I David Morris
President

KENTUCKY SCHOOL FACILITIESCONSTRUCTION COMMISSION

15 Dr. Robert E. Tarvin
Executive Director
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APPENDIX A

Enrollment
Property Subject to Taxation
History of Assessment Rates
General Fund
Capital Outlay Fund
Utilities Gross Receipts Tax for Schools
Funds Available for Debt Service
Outstanding School Building Revenue Bonds



BOARD OF EDUCATION

GALLATIN COUNTY SCHOOL DISTRICT

The Gallatin County School District represents the entire County. Because the Board is fully obligated, so long as the Lease remains
in effect to pay rental payments equal to the principal of and interest on the total amount of Bonds outstanding, the information on the
following pages is submitted as officially reported by the Board or by the Kentucky Department of Education, unless otherwise noted.

Enrollment

School
Year
2006
2005
2004
2003
2002
Assessment of Property for School Tax
School
Year
2006
2005
2004
2003
2002
School Real Estate

Year Tax Rate

2006 58.4¢

2005 52.0¢

2004 51.7¢

2003 50.6¢

2002 51.1¢

Enrollment
1,553
1,503
1,498
1,423
1,408

Total
Assessment
$464,588,062
430,165,032
416,464,667
394,864,056
378,672,992

Tangible
Tax Rate
58.4¢
52.0¢
51.7¢
51.1¢
51.1¢

A-1

Average Daily

Attendance

1,380.7

1,365.4

1,402.4

1,271.3

1,295.4

Motor Vehicle Utility
Tax Rate Tax Rate

55.7¢ 3%
55.7¢ 3%
55.7¢ 3%
55.7¢ 3%
55.7¢ 3%



GALLATIN COUNTY SCHOOL DISTRICT
Compar ative Statement of Receipts and Disbursements
GENERAL FUND

Fiscal Year Ending June 30

2006 2005 2004 2003 2002
Beginning Cash Balance $1,423,132 $1,296,456 $1,331,154 $1,125,058  $1,330,936
Adjustments in Beginning Balance (20,295) 0 13,616 20,295 46,746
Adjusted Beginning Balance 1,402,837 1,296,456 1,344,770 1,145,353 1,377,682
RECEIPTS:
Revenue from Local Sources 2,690,884 2,887,886 2,302,130 2,227,035 2,273,841
Revenue from State Sources 5,308,307 6,594,932 6,300,074 4,448,678 4,348,196
Other 0 104,359 129,829 25,518 0
Total Receipts 7,999,191 9,587,177 8,732,033 6,701,231 6,622,037
Total Funds Available 9,402,028 10,883,633 10,076,803 7,846,584 7,999,719
DISBURSEMENTS:
Instruction 4,285,013 4,981,164 4,415,111 3,315,402 3,424,928
Student Support Services 439,887 431,245 430,841 378,356 423,046
Instruction Staff Support 352,141 383,268 375,877 292,486 260,050
District Administrative Support 502,584 448,985 392,747 491,820 494,152
School Administrative Support 607,262 555,690 588,063 498,457 441,490
Business Support Services 456,004 440,785 407,817 50,826 72,136
Plant Operation & Maintenance 1,229,969 1,002,340 1,032,956 771,325 863,065
Student Transportation 746,706 778,990 673,230 568,623 693,036
Food Service Operation 0 0 37,265 0 0
Central Office Support Service 0 17,373 49,618 18,528 20,622
Facilities Acquisition & Constr 3,500 295,060 257,472 0 85,477
Debt Services 135,000 125,601 119,350 129,607 1,160
Undefined Function 623,547 0 0 0 0
Transfers 20,415 0 0 0 95,498
Total Disbursements 9,402,028 9,460,501 8,780,347 6,515,430 6,874,661
Ending Cash Balance $ 0 $1,423,132 $1,296,456 $1,331,154  $1,125,058

Source:  Amounts for fiscal year 2006 have been taken from the working budget. Amounts for fiscal years 2005-
2002 have been taken from audit reports prepared by Raisor, Zapp & Woods, P.S.C., Certified Public

Accountants, Carrollton, Kentucky.
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GALLATIN COUNTY SCHOOL DISTRICT
Comparative Statement of
Receipts and Disbursements
CAPITAL OUTLAY FUND

Fiscal Y ears Ending June 30

2006 2005 2004 2003 2002
Beginning Cash Balance $ 0 $ 0 $ 0 $ 0o $ 0
RECEIPTS:

Capital Outlay Allotment 138,070 136,540 140,240 127,130 129,540
Total Receipts 138,070 136,540 140,240 127,130 129,540
Total Receipts and Balance 138,070 136,540 140,240 127,130 129,540
DISBURSEMENTS:

Transfer to Debt Service 138,070 136,540 140,240 127,130 129,540
Total Disbursements 138,070 136,540 140,240 127,130 129,540
Ending Cash Balance $ 0 $ 0 $ 0 $ 0 $ 0

Source: Amounts for fiscal year 2006 have been taken from the working budget. Amounts for fiscal
years 2005-2002 have been taken from audit reports prepared by Raisor, Zapp & Woods,
P.S.C., Certified Public Accountants, Carrollton, Kentucky.

Utilities Gross Receipts Tax For Schools

Under the provisions of KRS 160.613, 160.615, and 160.617, the Gallatin County Board of Education levies a three percent Utility
Gross Receipts License Tax for Schools. Receipts from the tax are as follows:

2006 (est.) 2005 2004 2003 2002
$700,000 $1,059,746 $698,902 $612,471 $589,839
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Funds Available for Debt Service

Beginning with fiscal year 1990-91, capital expenditures in school districts are provided by the segregation of $100 per ADA pupil
from the SEEK funds allotment to each district. Expenditures from the Capital Outlay Allotment Fund may be used, up to a maximum
of eighty percent (80%) of the annual allotment, for (1) direct payment of construction costs; (2) debt service on voted and funding
bonds; (3) lease rental payments in support of bond issues; (4) reduction of deficits resulting from over-expenditures for emergency
capital construction; and (5) areserve for each of the categories enumerated in (1) through (4).

In addition to the Capital Outlay Allotment Fund as described above, each district is required to levy a tax which will produce
revenues equivalent to five cents ($0.05) per $100 of assessed vaue of al property in the district in order to be €eligible for
participation from the Kentucky School Facilities Construction Commission. Tax receipts MUST be used for purposes enumerated in
(2) through (5) above.

Those districts which levy the additional $0.05 tax are also eligible to receive funds from the Facilities Support Program of Kentucky
(the "FSPK"). These funds are appropriated separately from the SEEK funds and are distributed to districts in accordance with a
formula taking into account outstanding debt and funds available for payment from both local and state sources. FSPK funds MAY be
used for purposes enumerated in (1) through (5) above.

The funds available for Capital Outlay purposes, as described above, are not directly pledged for payment of principal and interest on
outstanding school building revenue bonds, but as a practical matter and to the extent needed, have been and will continue to be
applied to debt service through rental payments on Lease obligations.

Average Capital
School Daily Outlay
Year Attendance Allotment
2006 1,380.7 $138,070
2005 1,365.4 136,540
2004 1,402.4 140,240
2003 1,271.3 127,130
2002 1,295.4 129,540

(THE REMAINDER OF THISPAGE INTENTIONALLY LEFT BLANK)



Outstanding School Building Revenue Bonds

L ocal Participation:

Date of |ssue Final Maturity
April 1, 1997 6/1/2007
December 1, 1997 12/1/2017
February 1, 1998 12/1/2010
August 1, 1999 8/1/2019
October 1, 2001 10/1/2001
July 1, 2003 12/1/2015
June 1, 2004 6/1/2024

Subtotal

SFCC Participation (1):

Date of |ssue Final Maturity
April 1, 1997 6/1/2009
December 1, 1997 12/1/2017
February 1, 1998 12/1/2010
August 1, 1999 8/1/2019
July 1, 2003 12/1/2013
June 1, 2004 6/1/2024

Subtotal

Total

(1) These bonds are payable by the Commission.

Original

Amount | ssued

$ 5,183
904,848
931,266
731,380

3,710,000
2,570,896
35,436

$ 8,889,009

Original
Amount | ssued

$ 1,104,817
535,152
288,734

1,448,620
159,104
520,564

$ 4,056,991

$12,946,000

Bonds Outstanding
asof May 1, 2006

$ 2,927
847,874
484,710
698,585

3,355,000
2,171,188
32,117

$7,592,401

Bonds Outstanding
asof May 1, 2006

$ 297,073
372,126
150,290

1,146,415
118,812
500,883

$ 2,585,599

$10,178,000

(THE REMAINDER OF THISPAGE INTENTIONALLY LEFT BLANK)
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APPENDIX B

General Information



General Information

Gallatin County, located in north-central Kentucky, has a land area of 99 sguare miles. The Ohio River forms the entire northern
boundary of the county.

Warsaw, the county seat of Gallatin County, is located 39 miles southwest of Cincinnati, Ohio; 66 miles northeast of Louisville,
Kentucky; and 80 miles northwest of Lexington, Kentucky.

Total Population

2000 2001 2002 2003 2004
Labor Market Area 1,338,086 1,336,447 1,341,070 1,336,404 1,334,436
Gallatin County 7,870 7,961 7,836 7,995 7,979
Warsaw 1,811 1,853 1,818 1,859 1,840
Glencoe 251 248 244 250 249

Source: U.S. Department of Commerce, Bureau of the Census.

Population Projections

2005 2010 2015 2020
Labor Market Area 1,347,566 1,369,991 1,395,111 1,414,364
Gallatin County 8,129 9,155 10,135 11,033

Source: Kentucky State Data Center, University of Louisville and Kentucky Cabinet for Economic Development.

Population by Selected Age Groups, 2000

Gallatin County Labor Market Area
Number Per cent Number Per cent

Under 18 2,247 28.6 349,485 26.1

18-24 608 1.7 124,947 9.3

25-34 1,133 14.4 188,737 14.1

35-44 1,305 16.6 217,127 16.2

45-54 1,048 133 179,927 134

55-64 719 9.1 111,297 8.3

65-74 424 54 87,265 6.5

75 and older 386 4.9 79,301 5.9
Median Age 345 35.2

Source: U.S. Department of Commerce, Bureau of the Census.
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Population by Race and Hispanic Origin, 2004

Gallatin County

Labor Market Area

Number Per cent Number Percent
White 7,752 97.2 1,083,388 81.2
Black 131 1.6 214,652 16.1
Asian, Pacific Islander 26 0.3 18,265 14
American Indian 13 0.2 2,698 0.2
Hispanic Origin 114 14 19,704 15
Note: Hispanic is not arace category. A person can be white, black, etc. and be of hispanic origin.
Source: U.S. Department of Commerce, Bureau of the Census.
Personal Income
1998 2003 Pct. Change
Gallatin County $17,471 $21,642 23.9%
Kentucky $22,043 $26,575 20.6%
us. $26,883 $31,472 17.1%
Labor Market Area Range $14,021 - $855,976 $16,505 - $822,610
Source: U.S. Department of Commerce, Bureau of Economic Analysis.
Households
2000 2003

Gallatin County

Number of Households
2,902

Per sons Per
Household

2.7

Median Household I ncome
$34,925

U.S. Department of Commerce, Bureau of the Census.
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Summary of Recent L ocations and Expansions, 2003-Pr esent

Reported
Companies Jobs I nvestment
Manufacturing Location 1 288 $35,000,000
Manufacturing Expansion 0 0 $0
Supportive/Service Location 0 0 $0
Supportive/Service Expansion 0 0 $0
Click here for detailed location and expansion information.
Note: Totals include announced locations and expansions.
Source: Kentucky Cabinet for Economic Development (04/17/2006).
Employment by Major Industry by Place of Work, 2004
Gallatin County Labor Market Area

Employment Per cent Employment Per cent
All Industries 2,047 100.0 751,196 100.0
Agriculture, Forestry, Fishing and Hunting 0 0.0 NA NA
Mining 0 0.0 NA NA
Construction 0 0.0 33,981 45
Manufacturing 515 25.2 90,525 12.1
Trade, Transporation, and Utilities 208 10.2 156,142 20.8
Information 0 0.0 13,645 18
Financial Activities 18 0.9 44,441 59
Services 407 19.9 345,437 46.0
Public Administration 88 4.3 25,755 34
Other NA NA NA NA

Source: U.S. Department of Labor, Bureau of Labor Statistics.
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Major Business& Industry

Firm

Warsaw

ATS Light Alloyed Wheels of

Kentucky US

Sailrex Metal Components

Trenwalnc

Product(s)/Service(s)

Automotive aloy wheels

Electropolishing of stainless, electroless nickel,
zinc, and tin plating, phospate coating service;
anodizing on aluminum; hard chrome plating,

zinc plating.

Precast concrete vaults, trenches, tunnels &

transformer pads

Emp.

153

17

10

Year
Established

2004

1976

1974

Source: Kentucky Cabinet for Economic Development (04/17/2006).

Ten Largest Corporate Taxpayers

Name

Kentucky Speedway

R&B

Steel Technologies

Ghent Sted|

Gdlatin Termina

Speedway Hotel, LLC

Law-Wal, LLC

Sparta Station, LLC

Complete Warehousing

Gallatin Steel

Assessment
$8,743,146
8,000,000
4,160,000
3,570,000
3,055,000
2,400,000
1,593,009
450,000
422,500

18,400
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Estimated Total Annual District Debt Service Requirements



GALLATIN COUNTY SCHOOL DISTRICT FINANCE CORPORATION
SCHOOL BUILDING REVENUE BONDS
SERIES OF 2006

ESTIMATED DISTRICT AND SFCC DEBT SERVICE REQUIREMENTS

District Participation SFCC Participation Total

Date Principal Interest Total Principal Interest Total Principal Interest Total
11/01/2006 $178,536.73 $178,536.73 $159,188.29 $159,188.29 $337,725.02 $337,725.02
05/01/2007 $208,904 178,536.73 387,440.73 $281,096 159,188.29 440,284.29 $490,000 337,725.02 827,725.02
11/01/2007 - 175,246.49 175,246.49 - 154,761.03 154,761.03 - 330,007.52 330,007.52
05/01/2008 220,049 175,246.49 395,295.49 289,951 154,761.03 444,712.03 510,000 330,007.52 840,007.52
11/01/2008 - 171,670.69 171,670.69 - 150,049.33 150,049.33 - 321,720.02 321,720.02
05/01/2009 225,627 171,670.69 397,297.69 299,373 150,049.33 449,422.33 525,000 321,720.02 846,720.02
11/01/1999 - 167,835.03 167,835.03 - 144,959.99 144,959.99 - 312,795.02 312,795.02
05/01/2010 235,446 167,835.03 403,281.03 309,554 144,959.99 454,513.99 545,000 312,795.02 857,795.02
11/01/2010 - 163,714.73 163,714.73 - 139,542.79 139,542.79 - 303,257.52 303,257.52
05/01/2011 239,612 163,714.73 403,326.73 320,388 139,542.79 459,930.79 560,000 303,257.52 863,257.52
11/01/2011 - 159,401.71 159,401.71 - 133,775.81 133,775.81 - 293,177.52 293,177.52
05/01/2012 253,078 159,401.71 412,479.71 331,922 133,775.81 465,697.81 585,000 293,177.52 878,177.52
11/01/2012 - 154,783.04 154,783.04 - 127,718.23 127,718.23 - 282,501.27 282,501.27
05/01/2013 260,964 154,783.04 415,747.04 344,036 127,718.23 471,754.23 605,000 282,501.27 887,501.27
11/01/2013 - 149,955.20 149,955.20 - 121,353.56 121,353.56 - 271,308.76 271,308.76
05/01/2014 268,233 149,955.20 418,188.20 356,767 121,353.56 478,120.56 625,000 271,308.76 896,308.76
11/01/2014 - 144,925.83 144,925.83 - 114,664.18 114,664.18 - 259,590.01 259,590.01
05/01/2015 279,856 144,925.83 424,781.83 370,144 114,664.18 484,808.18 650,000 259,590.01 909,590.01
11/01/2015 - 139,608.57 139,608.57 - 107,631.45 107,631.45 - 247,240.02 247,240.02
05/01/2016 290,790 139,608.57 430,398.57 384,210 107,631.45 491,841.45 675,000 247,240.02 922,240.02
11/01/2016 - 134,010.86 134,010.86 - 100,235.40 100,235.40 - 234,246.26 234,246.26
05/01/2017 285,998 134,010.86 420,008.86 399,002 100,235.40 499,237.40 685,000 234,246.26 919,246.26
11/01/2017 - 128,433.90 128,433.90 - 92,454.86 92,454.86 - 220,888.76 220,888.76
05/01/2018 295,437 128,433.90 423,870.90 414,563 92,454.86 507,017.86 710,000 220,888.76 930,888.76
11/01/2018 - 122,599.02 122,599.02 - 84,267.24 84,267.24 - 206,866.26 206,866.26
05/01/2019 309,061 122,599.02 431,660.02 430,939 84,267.24 515,206.24 740,000 206,866.26 946,866.26
11/01/2019 - 116,417.80 116,417.80 - 75,648.46 75,648.46 - 192,066.26 192,066.26
05/01/2020 321,823 116,417.80 438,240.80 448,177 75,648.46 523,825.46 770,000 192,066.26 962,066.26
11/01/2020 - 109,900.88 109,900.88 - 66,572.87 66,572.87 - 176,473.75 176,473.75
05/01/2021 333,673 109,900.88 443,573.88 466,327 66,572.87 532,899.87 800,000 176,473.75 976,473.75
11/01/2021 - 103,060.59 103,060.59 - 57,013.17 57,013.17 - 160,073.76 160,073.76
05/01/2022 349,554 103,060.59 452,614.59 485,446 57,013.17 542,459.17 835,000 160,073.76 995,073.76
11/01/2022 - 95,807.34 95,807.34 - 46,940.17 46,940.17 - 142,747.51 142,747.51
05/01/2023 1,029,407 95,807.34 1,125,214.34 505,593 46,940.17 552,533.17 1,535,000 142,747.51 1,677,747.51
11/01/2023 - 74,189.80 74,189.80 - 36,322.72 36,322.72 - 110,512.52 110,512.52
05/01/2024 1,073,172 74,189.80 1,147,361.80 526,828 36,322.72 563,150.72 1,600,000 110,512.52 1,710,512.52
11/01/2024 - 51,116.60 51,116.60 - 24,995.92 24,995.92 - 76,112.52 76,112.52
05/01/2025 1,125,519 51,116.60 1,176,635.60 549,481 24,995.92 574,476.92 1,675,000 76,112.52 1,751,112.52
11/01/2025 - 26,355.18 26,355.18 - 12,907.33 12,907.33 - 39,262.51 39,262.51
05/01/2026 1,171,341 26,355.18 1,197,696.18 573,659 12,907.33 586,566.33 1,745,000 39,262.51 1,784,262.51

Total $8,777,544 $5,135,139.98 $13,912,683.98 | $8,087,456 $3,902,005.60 $11,989,461.60 | $16,865,000 $9,037,145.58  $25,902,145.58

Source: Fiscal Agent




GALLATIN COUNTY SCHOOL DISTRICT FINANCE CORPORATION
SCHOOL BUILDING REVENUE BONDS
SERIES OF 2006

Estimated Total Annual District Debt Service Requirements

FY Existing Series of 2006 Bonds
6/30 Debt Service Principal Interest Total Total
2007 $659,254 $208,904 $357,073 $565,977 $1,225,231
2008 657,257 220,049 350,493 570,542 1,227,799
2009 656,544 225,627 343,341 568,968 1,225,512
2010 656,764 235,446 335,670 571,116 1,227,880
2011 656,829 239,612 327,429 567,041 1,223,870
2012 656,547 253,078 318,803 571,881 1,228,428
2013 656,641 260,964 309,566 570,530 1,227,171
2014 656,209 268,233 299,910 568,143 1,224,352
2015 656,862 279,856 289,852 569,708 1,226,570
2016 656,696 290,790 279,217 570,007 1,226,703
2017 673,632 285,998 268,022 554,020 1,227,652
2018 670,668 295,437 256,868 552,305 1,222,973
2019 673,027 309,061 245,198 554,259 1,227,286
2020 670,172 321,823 232,836 554,659 1,224,831
2021 673,943 333,673 219,802 553,475 1,227,418
2022 670,382 349,554 206,121 555,675 1,226,057
2023 895 1,029,407 191,615 1,221,022 1,221,917
2024 1,045 1,073,172 148,380 1,221,552 1,222,597
2025 0 1,125,519 102,233 1,227,752 1,227,752
2026 0 1,171,341 52,710 1,224,051 1,224,051
Totals $10,603,367 | $8,777,544 $5,135,139 $13,912,683 | $24,516,050

Note: All calculations have been rounded to the nearest dollar.

Source:  Fiscal Agent
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APPENDIX D

Continuing Disclosure Agreement



CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement ("Agreement™) made and entered into as of the 1st day of May,
2006 by and between the Board of Education of Gallatin County, Kentucky ("Board"); the Gallatin County School
District Finance Corporation, an agency and instrumentality of the Board ("Corporation") and the Registered and
Beneficial Owners of the Bonds hereinafter identified as third party beneficiaries to this Agreement. For the
purposes of this Agreement "Beneficial Owner" means the person or entity treated as the owner of the Bonds for
federal income tax purposes and "Registered Owner" means the person or entity named on the registration books of
the bond registrar.

The Board has never failed under previous written agreements to comply in all material respects with any
previous undertaking with regard to the Rule to provide required financial reports or notices of material events.

WITNESSETH:

WHEREAS, the Corporation has acted as issuing agency for the Board pursuant to the provisions of
Section 162.385 of the Kentucky Revised Statutes ("KRS") and the Corporation’'s Bond Resolution in connection
with the authorization, sale and delivery of $16,865,000 of the Corporation's School Building Revenue Bonds, Series
of 2006, dated May 1, 2006 ("Bonds"), which Bonds were offered for sale under the terms and conditions of a Final
Official Statement ("FOS") prepared by First Kentucky Securities Corporation, Frankfort, Kentucky ("Financial
Advisor") and approved by the authorized representatives of the Board and the Corporation, and

WHEREAS, the Securities and Exchange Commission ("SEC"), pursuant to the Securities and Exchange
Act of 1934, has amended the provisions of SEC Rule 15¢2-12 relating to financial disclosures by the issuers of
municipa securities under certain circumstances ("Rul€e"), and

WHEREAS, it isintended by the parties to this Agreement that all terms utilized herein shall have the same
meanings as defined by the Rule, and

WHEREAS, the Board is an "obligated person" as defined by the Rule and subject to the provisions of said
Rule, and

WHEREAS, failure by the Board and the Corporation to observe the requirements of the Rule will inhibit
the subsequent negotiation, transfer and exchange of the Bonds with a resulting diminution in the market value
thereof to the detriment of the Registered and Beneficial Owners of said Bonds and the Board;

NOW, THEREFORE, in order to comply with the provisions of the Rule and in consideration of the
purchase of the Bonds by the Registered and Beneficial Owners, the parties hereto agree as follows:

1. ANNUAL FINANCIAL INFORMATION.

The Board agrees to provide the annual financial information contemplated by Rule 15¢2-12(b)(5)(i)
relating to the Board for its fiscal years ending June 30 of each year to the Nationally Recognized Municipal
Securities Information Repositories ("NRMSIRS") as specified by SEC Regulations and the State Information
Depository ("SID"), if any (the Commonwealth of Kentucky has not established a SID as of the date of this
Agreement) within nine (9) months of the close of each fiscal year.

For the purposes of the Rule "annual financial information" means financial information or operating data
provided annually, of the type included in the FOS with respect to the Board, and shall include annual audited
financia statements for the Board in order that the recipients will be provided with ongoing information regarding
revenues and operating expenses of the Board.

The annual financial information shall be prepared in accordance with Generally Accepted Accounting
Principles, Generally Accepted Auditing Standards or in accordance with the appropriate sections of KRS or
Kentucky Administrative Regulations.

The parties hereto agree that this Agreement is entered into among them for the benefit of those who
become Registered and Beneficial Owners of the Bonds as third party beneficiaries to said Agreement.



2. MATERIAL EVENTSNOTICES.

Under the Rule, Section 15¢2-12(b)(5)(i)(C), the following eleven (11) events must be disclosed to the
NRMSIRS or to the SID, if any, and the Municipal Securities Rule Making Board ("MSRB"), if material:

Q) Principal and interest payment delinquencies;

2 Nonpayment related defaults;

(€] Unscheduled draws on debt service reserves reflecting financial difficulties;

4 Unscheduled draws on credit enhancements reflecting financial difficulties;

(5) Substitution of credit or liquidity providers, or their failure to perform;

(6) Adverse tax opinions or events affecting the tax-exempt status of the Bonds;

(7 Modifications to rights of Bondholders;

(8) Bond cdlls;

9 Defeasances,

(20 Release, substitution or sale of property securing the repayment of the Bonds; and

(@D Rating changes.

Notice of said material events shall be given to the entitiesidentified in this Section by the Board on a
timely basisin light of the date of occurrence of the material events. Notwithstanding the foregoing, the provisions
of the documents under which the Bonds are authorized and issued do not provide for a debt service reserve, credit
enhancements or credit or liquidity providers.

In accordance with Rule Section 15¢2-12(b)(5)(i)(D), the Board agrees that in the event of afailureto
provide the Annual Financial Information required under Section 1 of this Agreement, it will notify each NRMSIR
or MSRB and SID of such failurein atimely manner.

3. SPECIAL REQUESTSFOR INFORMATION.

Upon the request of any Registered or Beneficial Owner of the Bonds or the origina purchaser of the
Bonds or any subsequent broker-dealer buying or selling said Bonds on the secondary market ("Underwriters'), the
Board shall cause financial information or operating data regarding the conduct of the affairs of the Board to be
made available on atimely basis following such request.

4. DISCLAIMER OF LIABILITY.

The Board and the Corporation hereby disclaim any liability for monetary damages for any breach of the
commitments set forth in this Agreement and remedies for any breach of the Board's continuing disclosure
undertaking shall be limited to an action for specific performance or mandamus in a court of competent jurisdiction
in Kentucky following notice and an opportunity to cure such a breach.

5. FINAL OFFICIAL STATEMENT.

That the Final Official Statement prepared by the Financial Advisor and approved by the authorized
representatives of the Board and the Corporation is hereby incorporated in this Agreement as fully asif copied
herein and the "annual financia information” required under Section 1 hereof shall in summary form update the
specific information set forth in said FOS.

6. DURATION OF THE AGREEMENT.

This Agreement shall be in effect so long as any of the Bonds remain outstanding and unpaid; provided,

however, that the right is reserved in the Board to delegate its responsibilities under the Agreement to a competent

agent or trustee, or to adjust the format of the presentation of annual financia information so long as the intent and
purpose of the Rule to present adequate and accurate financial information regarding the Board is served.
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7. AMENDMENT; WAIVER

Notwithstanding any other provision of this Agreement, the Board may amend this Agreement, and any
provision of this Agreement may be waived, provided that the following conditions are satisfied:

(a) If the amendment or waiver relates to the provisions of Section 1, it may only be made in connection
with a change in circumstances that arises from a changein legal requirements, change in law, or change in the
identity, nature or status of an obligated person with respect to the Bonds, or the type of business conducted;

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of nationally
recognized bond counsel, have complied with the requirements of the Rule at the time of the original issuance of the
Bonds, after taking into account any amendments or interpretations of the Rule, as well as any changein
circumstances; and

(¢) The amendment or waiver either (i) is approved by the holders of the Bonds in the same manner as
provided in the Bond Resolution for amendments to the Bond Resolution with the consent of holders, or (ii) does
not, in the opinion of nationally recognized bond counsel, materially impair the interests of the Registered Owners or
Beneficial Owners of the Bonds.

In the event of any amendment or waiver of aprovision of this Agreement, the Board shall describe such
amendment or waiver in the next Annual Report, and shall include, as applicable, a narrative explanation of the
reason for the amendment or waiver and itsimpact on the type (or in the case of a change of accounting principles,
on the presentation) of financial information or operating data being presented by the Board. In addition, if the
amendment relates to the accounting principles to be followed in preparing financial statements, (i) notice of such
change shall be given in the same manner as for amaterial event under Section 15¢2-12(b)(5)(i)(C) of the Rule, and
(ii) the Annual Report for the year in which the change is made should present a comparison (in narrative form and
also, if feasible, in quantitative form) between the financial statements as prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.

8. DEFAULT

Inthe event of afailure of the Board to comply with any provision of this Agreement, the Corporation may and,
at the request of any Underwriter or any Registered Owner or Beneficial Owner of Bonds, shall take such actions as may
be necessary and appropriate, including seeking mandate or specific performance by court order, to cause the Board to
comply with its obligations under this Agreement. A default under this Agreement shall not be deemed an event of
default under the Bond Resol ution, and the sole remedy under this Agreement in the event of any failure of the Board to
comply with this Agreement shall be an action to compel performance.

In witness whereof the parties hereto have executed this Agreement as of the date first above written.

BOARD OF EDUCATION OF
GALLATIN COUNTY, KENTUCKY

Chairman
Attest:
Secretary
GALLATIN COUNTY SCHOOL DISTRICT
FINANCE CORPORATION
President
Attest:
Secretary



OFFICIAL
TERMSAND CONDITIONS OF BOND SALE

$16,865,000*
Gallatin County School District Finance Cor poration
School Building Revenue Bonds, Series of 2006
Dated May 1, 2006

SALE: May 18, 2006 AT 11:00A.M., E.D.ST.

As advertised in The Courier-Journal, published in Louisville, Kentucky, the Gallatin County (Kentucky) School
District Finance Corporation ("Corporation™) will until May 18, 2006, at the hour of 11:00 A.M., E.D.S.T., in the office of
Dr. Robert E. Tarvin, Executive Director of the Kentucky School Facilities Construction Commission, 229 West Main
Street, Suite 102, Frankfort, Kentucky 40601-1879, receive competitive bids for the revenue bonds herein described. To be
considered bids must be submitted on an Official Bid Form and must be delivered to the Corporation at the address
indicated on the date of sale no later than the hour indicated submitted manually, by facsimile or electronically via
PARITY. Bidswill be considered by the Corporation and may be accepted without further action by the Corporation's
Board of Directors.

Subject to a Permitted Adjustment* increasing or decreasing the issue by $1,685,000.

GALLATIN COUNTY (KENTUCKY)
SCHOOL DISTRICT FINANCE CORPORATION

The Corporation has been formed in accordance with the provisions of Sections 162.120 through 162.300 and
Section 162.385 of the Kentucky Revised Statutes ("KRS"), and KRS Chapter 273 and KRS 58.180, as a non-profit,
non-stock corporation for the purpose of financing necessary school building facilities for and on behalf of the Board of
Education of Gallatin County, Kentucky (the "Board"). Under the provisions of existing Kentucky law, the Corporation is
permitted to act as an agency and instrumentality of the Board for financing purposes and the legality of the financing plan
to be implemented by the Bonds herein referred to has been upheld by the Kentucky Court of Appeals (Supreme Court) in
the case of Whitev. City of Middlesboro, Ky. 414 S\W.2d 569.

STATUTORY AUTHORITY, PURPOSE OF ISSUE AND SECURITY

These Bonds are authorized pursuant to KRS 162.120 through 162.300, 162.385, and KRS 58.180 and are issued
in accordance with a Resolution of the Corporation's Board of Directors. Said Bonds are revenue bonds and constitute a
limited indebtedness of the Corporation payable from rental revenues derived by the Corporation from the Board under the
Lease identified below. Said Bonds are being issued to finance construction of a new Upper Elementary and Middle School
(the "Project™) and are secured by a statutory mortgage lien upon and a pledge of the revenues from the rental of the school
building to the Board under the Lease on a year to year basis; the first rental period ending June 30, 2007. The statutory
mortgage lien securing the Bonds are limited in their application to the exact site of the Project constructed from the
proceeds of the Bonds, real estate unoccupied by the Project is unencumbered.

Therental of the Project from the Corporation to the Board is to be effected under a certain Contract, L ease and
Option by and between the Corporation and the Board (the "L ease"), whereunder the Project isleased to the Board for the
initial period ending June 30, 2007, with an option in the Board to renew the Lease each year at rentals sufficient to provide
for the principal and interest requirements on the Bonds as they become due, plus the costs of insurance, maintenance,
depreciation, and bond issuance and administration expenses; the Board being legally obligated only for theinitia rental
period and for one year at atime thereafter each time the Lease is renewed.

Under the terms of the Lease, and any renewal thereof, the Board has agreed so long as the Bonds remain
outstanding, and in conformance with the intent and purpose of Section 157.627(5) of the Act and KRS 160.160(5), in the
event of afailure by the Board to pay the rentals due under the Lease, and unless sufficient funds have been transmitted to
the Paying Agent, or will be so transmitted, for paying said rentals when due, the Board has granted under the terms of the
L ease and Participation Agreement to the Corporation and the Commission the right to notify and request the Kentucky
Department of Education to withhold from the Board a sufficient portion of any undisbursed funds then held, set aside, or
allocated to the Board and to request said Department or Commissioner of Education to transfer the required amount
thereof to the Paying Agent for the payment of such rentals.

Although the Board is obligated to pay the Corporation annual rentalsin the full amount of the principal and
interest requirements for the Bonds for each year in which the Lease is renewed, the Board has entered into the Lease in
reliance upon a certain Participation Agreement by and between the Board and the Kentucky School Facilities Construction
Commission (the "Commission"). Under the terms of the Participation Agreement, the Commission has agreed to pay
annually directly to the Paying Agent for the Bonds a stated Agreed Participation equal to approximately 47.9% of the
annual debt service requirements for the Bonds herein identified until their retirement, subject to the constitutional



restrictions limiting the commitment to the biennium; said annual amount is to be applied only to the principal and interest
requirements of the Bonds so long as the Board renews the Lease. Under the Lease, the Board has pledged and assigned all
of its rights under the Participation Agreement in and to the Agreed Participation to the Corporation in order to secure the
Bonds and has agreed to pay that portion of the rentalsin excess of said Agreed Participation for each year in which the
Leaseis renewed.

KENTUCKY SCHOOL FACILITIESCONSTRUCTION COMMISSION

The Commission is an independent corporate agency and instrumentality of the Commonwealth of Kentucky
established pursuant to the provisions of Sections 157.611 through 157.640 of the Kentucky Revised Statutes, as repealed,
amended, and reenacted (the "Act") for the purpose of assisting local school districts in meeting the school construction
needs of the Commonwealth in a manner in which will ensure an equitable distribution of funds based upon unmet need.

Pursuant to the provisions of the Act, the Regulations of the Kentucky Board of Education and the Commission,
the Commission has determined that the Board is eligible for participation from the Commission in meeting the costs of
construction of the Project and has entered into a Participation Agreement with the Board whereunder the Commission
agrees to pay an annual Agreed Participation egqual to approximately 47.9% of the annual debt service requirements for the
Bonds herein identified each year until their retirement; provided, however, that the contractual commitment of the
Commission to pay the annual Agreed Participation is limited to the biennial budget period of the Commonwealth, with the
first such biennial period terminating on June 30, 2008; the right is reserved in the Commission to terminate its commitment
to pay the Agreed Participation after the initial biennia period and every two years thereafter. The obligation of the
Commission to make payments of the Agreed Participation shall be automatically renewed each two years for a period of
two years unless the Commission shall give notice of itsintention not to participate not less than sixty days prior to the end
of the biennium; however, by the execution of the Participation Agreement, the Commission has expressed its present
intention to continue to pay the Agreed Participation in each successive biennial budget period until the retirement of all of
the Bonds, but such execution does not obligate the Commission to do so.

ADDITIONAL PARITY BONDSFOR COMPLETION OF PROJECT

The Corporation has reserved the right and privilege of issuing additional bonds from time to time payable from
the income and revenues of said lands and school building Project and secured by the same statutory mortgage lien and
pledge of revenues, but only if and to the extent the issuance of such additional parity bonds may be necessary to pay the
costs, for which funds are not otherwise available, of completing the construction of said school building Project in
accordance with the plans and specifications of the architect in charge of said Project, which plans have been completed,
approved by the Board, Commissioner of Education, and filed in the office of the Secretary of the Corporation.

BOND MATURITIES, PRIOR REDEMPTION PROVISIONS AND PAYING AGENT
All such Bonds shall be in denominations in multiples of $5,000 within the same maturity, bear interest from May

1, 2006, payable on November 1, 2006, and semi-annually thereafter and shall mature asto principal on May 1 in each of
the years thereafter as follows:

Year Amount Year Amount
2007 $ 490,000 2017 $ 685,000
2008 510,000 2018 710,000
2009 525,000 2019 740,000
2010 545,000 2020 770,000
2011 560,000 2021 800,000
2012 585,000 2022 835,000
2013 605,000 2023 1,535,000
2014 625,000 2024 1,600,000
2015 650,000 2025 1,675,000
2016 675,000 2026 1,745,000

* Subject to a Permitted Adjustment of the amount of Bonds awarded of up to $1,685,000 which may be applied in
any or all maturities.

The Bonds maturing on or after May 1, 2017 are subject to redemption at the option of the Corporation prior to
their stated maturities on any date falling on or after May 1, 2016, in any order of maturities (lessthan all of asingle
maturity to be selected by lot), in whole or in part, upon notice of such prior redemption being given by the Paying Agent
by regular United States Mail to the Registered Owners of the Bonds so selected not less than thirty (30) days prior to the
date of redemption, upon terms of the face amount, plus accrued interest, but without redemption premium.
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The Bonds are to beissued in fully registered form (both principal and interest). The Huntington National Bank,
Cincinnati, Ohio, the Bond Registrar and Paying Agent, shall remit interest on each semiannual due date to Cede & Co.
Principal and interest will be payable through the Book-Entry-Only-System administered by The Depository Trust
Company: Please see “BOOK-ENTRY-ONLY-SYSTEM” below. Interest on the Bonds will be paid at ratesto be
established upon the basis of competitive bidding as hereinafter set forth, such interest to be payable on November 1 and
May 1 of each year, beginning November 1, 2006 to Owners of record as of the 15" day of the previous month.

BIDDING CONDITIONSAND RESTRICTIONS

(A) Bids must be made on Official Bid Form, contained in Information for Bidders available from the undersigned or
First Kentucky Securities Corporation, Frankfort, Kentucky 40602 or at www.firstky.com submitted manually, by facsimile
or electronically viaPARITY® INFRA.

(B) Electronic bids for the Bonds must be submitted through PARITY® and no other provider of electronic
bidding services will be accepted. Subscription to the PARITY® Competitive Bidding System is required in order to submit
an electronic bid. The Corporation will neither confirm any subscription nor be responsible for the failure of any
prospective bidders to subscribe. For the purposes of the bidding process, the time as maintained by PARITY® shall
constitute the official time with respect to all bids whether in electronic or written form. To the extent any instructions or
directions set forth in PARITY® conflict with the terms of the Official Terms and Conditions of Bond Sale, this Official
Terms and Conditions of Sale of Bonds shall prevail. Electronic bids made through the facilities of PARITY® shall be
deemed an offer to purchase in response to the Notice of Bond Sale and shall be binding upon the bidders as if made by
signed, sealed written bids delivered to the Corporation. The Corporation shall not be responsible for any malfunction or
mistake made by or as aresult of the use of the electronic bidding facilities provided and maintained by PARITY®. The use
of PARITY® facilities are at the sole risk of the prospective bidders. For further information regarding PARITY®, potential
bidders may contact PARITY®, telephone (212) 404-8102. Notwithstanding the foregoing non-electronic bids may be
submitted viafacsimile or by hand delivery utilizing the Official Bid Form.

(C) Theminimum bid shall be not less than $16,527,700 (98% of par) plus accrued interest. Interest rates shall be
in multiples of 1/8 or 1/20 of 1% or both. Only one interest rate shall be permitted per Bond, and all Bonds of the same
maturity shall bear the same rate. Interest rates must be on an ascending scale, in that the interest rate stipulated in any year
may not be less than that stipulated for any preceding maturity. There isno limit on the number of different interest rates.

(D) The maximum permissible net interest cost for the Bonds shall not exceed "The Bond Buyer's' Index of 20
Municipa Bonds as established on the Thursday immediately preceding the sale of said Bonds plus 1.50%.

(E) The determination of the best purchase bid for said Bonds shall be made on the basis of al bids submitted for
exactly $16,865,000 principal amount of Bonds offered for sale hereunder, but the Corporation may adjust the principal
amount of Bonds upward or downward by $1,685,000 (the "Permitted Adjustment") which may be awarded to such best
bidder may be a minimum of $15,180,000 or a maximum of $18,550,000. In the event of such Permitted Adjustment, no
rebidding or recalculation of a submitted bid will be required or permitted. The price of which such adjusted principal
amount of Bonds will be sold will be the same price per $5,000 of Bonds as the price per $5,000 for the $16,865,000 of
Bonds bid.

(F) The successful bidder may elect to notify the Financial Advisor within twenty-four (24) hours of the award of
the Bonds that certain serial maturities as awarded may be combined with immediately succeeding serial maturities as one
or more Term Bonds; provided, however, (a) bids must be submitted to permit only asingle interest rate for each term bond
specified, and (b) Term Bonds will be subject to mandatory redemption by Iot on May 1 in accordance with the maturity
schedul e setting the actual size of the issue.

(G) CUSIP identification numberswill be printed on the Bonds at the expense of the Corporation. The purchaser
shall pay the CUSIP Service Bureau Charge. Improper imprintation or the failure to imprint CUSIP numbers shall not
constitute cause for afailure or refusal by the purchaser to accept delivery of and pay for said Bonds in accordance with the
terms of any accepted proposal for the purchase of said Bonds.

(H) The Corporation shall provide to the successful purchaser a Final Official Statement in accordance with SEC
Rule 15c2-12.

(1) Bids need not be accompanied by a certified or bank cashier's good faith check, BUT the successful bidder will
be required to wire transfer an amount equal to 2% of the amount of the principal amount of Bonds awarded to the order of
the Corporation by the close of business on the day following the award. Said good faith amount which will be forfeited as
liquidated damages in the event of afailure of the successful bidder to take delivery of such Bonds when ready. The good
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faith amount (without interest) will be applied to the purchase price upon delivery of the Bonds. The successful bidder
shall not be required to take up and pay for said Bonds unless delivery is made within 45 days from the date the bid is
accepted.

(J) Delivery will be made utilizing the DTC Book-Entry-Only-System.

(K) The Corporation reserves the right to reject any and all bids or to waive any informality in any bid. The
Bonds are offered for sale subject to the principal and interest not being subject to Federal or Kentucky income taxation or
Kentucky ad valorem taxation on the date of their delivery to the successful bidder, in accordance with the Final Approving
Lega Opinion of Reed & Johnson, Bond Counsel, Louisville, Kentucky, which Opinion will be qualified in accordance
with the section hereof on TAX EXEMPTION.

STATE SUPPORT OF EDUCATION

The 1990 Regular Session of the General Assembly of the Commonwealth enacted a comprehensive legisative
package known as the Kentucky Education Reform Act ("KERA") designed to comply with the mandate of the Kentucky
Supreme Court that the General Assembly provide for as efficient and equitable system of schools throughout the State.

KERA became fully effective on July 13, 1990. Elementary and Secondary Education in the Commonwealth is
supervised by the Commissioner of Education as the Chief Executive Officer of the State Department of Education
("DOE"), an appointee of the reconstituted State Board for Elementary and Secondary Education (the " State Board").
Some salient features of KERA are as follows:

KRS 157.330 establishes the fund to Support Education Excellence in Kentucky ("SEEK™) funded from biennial
appropriations from the General Assembly for distribution to school districts. The base funding guaranteed to each school
district by SEEK for operating and capital expenditures is determined in each fiscal year by dividing the total annual SEEK
appropriation by the state-wide total of pupilsin average daily attendance ("ADA") in the preceding fiscal year; the ADA
for each district is subject to adjustment to reflect the number of at risk students (approved for free lunch programs under
state and federal guidelines), number and types of exceptional children, and transportation costs.

KRS 157.420 establishes a formula which resultsin the allocation of funds for capital expenditures in school
districts at $100 per ADA pupil which isincluded in the SEEK allotment ($3,066) for the current biennium which is
required to be segregated into a Capital Outlay Allotment Fund which may be used only for (1) direct payment of
construction costs; (2) debt service on voted and funding bonds; (3) lease rental payments in support of bond issues; (4)
reduction of deficits resulting from over expenditures for emergency capital construction; and (5) areserve for each of the
categories enumerated in 1 through 4 above.

KRS 160.470(12)(a) requires that effective for fiscal years beginning July 1, 1990 each school district shall levy a
minimum equivalent tax rate of $.30 for general school purposes. The equivalent tax rate is defined as the rate which
results when the income collected during the prior year from all taxes levied by the district (including utilities gross receipts
license and specia voted) for school purposesis divided by the total assessed value of properties, plus the assessment for
motor vehicles certified by the Revenue Cabinet of the Commonwealth. Any school district board of education which fails
to comply with the minimum equivalent tax rate levy shall be subject to removal from office.

KRS 160.470(12)(2) provides that for fiscal years beginning July 1, 1990 each school district may levy an
equivalent tax rate which will produce up to 15% of those revenues guaranteed by the SEEK program. Any increase
beyond the 4% annual limitation imposed by KRS 132.017 is not subject to the recall provisions of that Section. Revenue
generated by the 15% levy isto be equalized at 150% of the state-wide average per pupil equalized assessment.

KRS 157.440(2) permits school districtsto levy up to 30% of the revenue guaranteed by the SEEK program, plus
the revenue produced by the 15% levy, but said additional tax will not be equalized with state funds and will be subject to
recall by asimple mgjority of those voting on the question.

KRS 157.620(1) a'so provides that in order to be eligible for participation from the Kentucky School Facilities
Construction Commission for debt service on bond issues the district must levy atax which will produce revenues
equivalent to $.05 per $100 of the total assessed value of al property in the district (including tangible and intangible
property and motor vehicles) in addition to the minimum $.30 levy required by KRS 160.470(12). A district having a
special voted tax which is equal to or higher than the required $.05 tax, must commit and segregate for capital purposes at
least an amount equal to the required $.05 tax. Those districts which levy the additional $.05 tax are also eligible for
participation in the Kentucky Facilities Support ("KFS") program for which funds are appropriated separately from SEEK
funds and are distributed to districts in accordance with aformulataking into account outstanding debt and funds available
for payment from both local and state sources under KRS 157.440(1)(b).
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KRS 160.460 provides that as of July 1, 1994 all real property located in the Commonwealth subject to local
taxation shall be assessed at 100% of fair cash value.

ADOPTION OF STATE BUDGET

The Commonwealth’ s Biennial Budget for 2006-08 was formally reported out of the Joint Conference Committee of
the Kentucky General Assembly theweek of April 3. The Budget was approved by the Senate on April 10 and by the House of
Representatives on April 11 and has been forwarded to the Governor for his approval or modification.

CONTINUING DISCLOSURE

Asaresult of the Board and issuing agencies acting on behalf of the Board having outstanding at the time the
Bonds referred to herein are offered for public sale municipal securitiesin excess of $10,000,000, the Corporation and the
Board will enter into awritten agreement for the benefit of all parties who may become Registered or Beneficial Owners of
the Bonds whereunder said Corporation and Board will agree to comply with the provisions of the Municipal Securities
Disclosure Rules set forth in Securities and Exchange Commission Rule 15¢2-12.

Financia information regarding the Board may be obtained from Superintendent, Gallatin County Board of
Education, PO Box 147, 600 E. Main, Warsaw, Kentucky 41095 Telephone 859-567-2828.

TAX EXEMPTION; NOT BANK QUALIFIED

Bond Counsdl is of the opinion that the Bonds are NOT "qualified tax-exempt obligations" within the meaning of
the Internal Revenue Code of 1986, as amended, and therefore advises as follows:

(A) The Bonds and the interest thereon are exempt from income and ad valorem taxation by the Commonwealth
of Kentucky and all of its political subdivisions.

(B) Theinterest income from the Bonds is excludable from the gross income of the recipient thereof for Federal
income tax purposes under existing law; provided, that the corporate entities noted below are advised of certain tax
conseguences as follows:

(1) Inthe computation of the corporate minimum tax, earnings and profits may include otherwise tax-exempt
interest on the Bonds; this provision applies to corporations only.

(2) Property and casualty insurance companies may be denied certain loss reserve deductions to the extent of
otherwise tax-exempt interest on the Bonds.

(C) Asaresult of certifications by the Board and the Corporation, indicating the issuance of more than
$10,000,000 of tax-exempt obligations during the calendar year ending December 31, 2006, the Bonds may NOT be treated
by financial institutions as if they were acquired before August 8, 1986.

(D) Theinterest income from the Bonds is excludable from the gross income of the recipient thereof for Federal
income tax purposes under existing law for individuals, however, said income must be included in the calculation of
"modified adjusted grossincome” in the determination of whether and to what extent Social Security benefits are subject to
Federal income taxation.

BOOK-ENTRY-ONLY-SYSTEM
The Bonds shall utilize the Book-Entry-Only-System administered by The Depository Trust Company (“DTC”).

DTC will act as securities depository for the Bonds. The Bonds initially will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC'’s partnership nominee). One fully-registered Bond Certificate will be
issued, in the aggregate principal amount of the Bonds, and will be deposited with DTC.

DTC isalimited-purpose trust company organized under the New Y ork Banking Law, a "banking organization"
within the meaning of the New Y ork Banking Law, a member of the Federal Reserve System, a"clearing corporation”
within the meaning of the New Y ork Uniform Commercial Code, and a"clearing agency" registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its participants
("Participants') deposit with DTC. DTC aso facilitates the settlement among Participants of securities transactions, such
as transfers and pledges, in deposited securities through electronic computerized book-entry changes in Participants
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accounts, thereby eliminating the need for physical movement of securities certificates. “Direct Participants” include
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is
owned by a number of its Direct Participants and by the New Y ork Stock Exchange, Inc., the American Stock Exchange,
Inc., and the National Association of Securities Dealers, Inc. Accessto the DTC systemis also available to others such as
securities brokers and dealers, banks, and trust companies that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly ("Indirect Participants"). The Rules applicable to DTC and its participants
are on file with the Securities and Exchange Commission.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a
credit for the Bonds on DTC'srecords. The ownership interest of each actual purchaser of each Bond ("Beneficial Owner")
isin turn to be recorded on the Direct and Indirect Participant's records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written confirmations providing
details of the transaction, aswell 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 Bonds (“Beneficial
Ownership Interest”) are to be accomplished by entries made on the books of Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their Beneficial Ownership interests in Bonds, except
in the event that use of the book-entry system for the Securitiesis discontinued. Transfers of ownership interest in the
Securities are to be accomplished by entries made on the books of Participants acting on behalf of Beneficial Owners.
Beneficial Ownerswill not receive certificates representing their ownership interests in Securities, except in the event that
use of the book-entry system for the Securities is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are registered in the name of
DTC's partnership nomineg, Cede & Co. The deposit of Bonds with DTC and their registration in the name of Cede & Co.,
effect no change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds, DTC's
records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may
not be the Beneficial Owners. The 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.

Redemption notices shall be sent to Cede & Co. If lessthan all of the Bonds are being redeemed, DTC's practice
isto determine by lot the amount of the interest of each District Participant in the Bonds to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Bonds. Under its usual procedures, DTC mails
an Omnibus Proxy to the Issuer 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 the Bonds are credited on the record date
(identified in alisting attached to the Omnibus Proxy).

Principal and interest payments of the Bonds will be madeto DTC. DTC's practice isto credit Direct Participants
account on payable date in accordance with their respective holdings shown on DTC's records unless DTC has reason to
believe that it will not receive payment on payable date. 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 customersin bearer
form or registered in "street name", and will be the responsibility of such Participant and not of DTC, the Issuer, or the
Trustee, subject to any statutory or regulatory requirements as may bein effect fromtimeto time. Payment of principal and
interest to DTC is the responsibility of the Issuer or the Trustee, disbursements of such paymentsto Direct Participants shall
be the responsibility of DTC, and disbursements of such payment to the Beneficial Owners shall be the responsibility of
Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Beneficial Ownership Interests purchased or tendered,
through its Participant, to the Trustee, and shall effect delivery of such Beneficial Ownership Interests by causing the Direct
Participant to transfer the Participant's interest in the Beneficial Ownership Interests, on DTC's records, to the purchaser or
the Trustee, as appropriate. The requirements for physical delivery of Bonds in connection with a demand for purchase or a
mandatory purchase will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct Participants
on DTC's records.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time by
giving reasonable notice to the Issuer or the Bond Registrar. Under such circumstances, in the event that a successor
securities depository is not obtained, Bond certificates are required to be printed and delivered by the Bond Registrar.



NEITHER THE ISSUER, THE BOARD NOR THE BOND REGISTRAR/PAYING AGENT WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO ANY DIRECT PARTICIPANT, INDIRECT PARTICIPANT OR ANY
BENEFICIAL OWNER OR ANY OTHER PERSON NOT SHOWN ON THE REGISTRATION BOOKS OF THE BOND
REGISTRAR/PAYING AGENT ASBEING AN OWNER WITH RESPECT TO: (1) THE BONDS; (2) THE
ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT
PARTICIPANT,; (3) THE PAYMENT BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF
ANY AMOUNT DUE TO ANY BENEFICIAL OWNER IN RESPECT OF THE PURCHASE PRICE OF TENDERED
BONDS OR THE PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (4) THE DELIVERY
BY ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY NOTICE TO ANY BENEFICIAL OWNER
WHICH IS REQUIRED OR PERMITTED UNDER THE TERMS OF THE BOND RESOLUTION TO BE GIVEN TO
HOLDERS; (5) THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF
ANY PARTIAL REDEMPTION OF THE BONDS; OR (6) ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY
DTC ASHOLDER.

GALLATIN COUNTY (KENTUCKY)
SCHOOL DISTRICT FINANCE CORPORATION

by & Dorothy Perkins
Secretary



OFFICIAL BID FORM
(Bond Purchase Agreement)

The Gallatin County (Kentucky) School District Finance Corporation (“Corporation” or “lssuer”), will until
11:00 A.M., E.D.S.T., on May 18, 2006, receive in the office of Dr. Robert E. Tarvin, Executive Director of the
Kentucky Schools Facilities Construction Commission, Suite 102, 229 W. Main Street, Frankfort, Kentucky 40601,
(telephone 502-564-5582; Fax 502-564-3412) competitive bids for its $16,865,000 School Building Revenue Bonds,
Series of 2006, dated May 1, 2006; maturing May 1, 2007 through 2026 (“Bonds’).

We hereby bid for said $16,865,000* principal amount of Bonds, the total sum of $ (not
less than $16,527,700) plus accrued interest from May 1, 2006 payable November 1, 2006 and semiannually
thereafter at the following annual rates, (rates on ascending scale in multiples of 1/8 or 1/20 of 1%; number of
interest rates unlimited) and maturing as to principal on May 1 in the years as follows:

Year Amount* Rate Year Amount* Rate

2007 $ 490,000 % 2017 $ 685,000 %
2008 510,000 % 2018 710,000 %
2009 525,000 % 2019 740,000 %
2010 545,000 % 2020 770,000 %
2011 560,000 % 2021 800,000 %
2012 585,000 % 2022 835,000 %
2013 605,000 % 2023 1,535,000 %
2014 625,000 % 2024 1,600,000 %
2015 650,000 % 2025 1,675,000 %
2016 675,000 % 2026 1,745,000 %

* Subject to Permitted Adjustment

We understand this bid may be accepted for as much as $18,550,000 of Bonds or as little as $15,180,000 of
Bonds, at the same price per $5,000 Bond, with the variation in such amount occurring in any maturity or all
maturities, which will be determined at the time of acceptance of the best bid.

Electronic bids for the Bonds must be submitted through PARITY® and no other provider of electronic
bidding services will be accepted. Subscription to the PARITY® Competitive Bidding System is required in order to
submit an electronic bid. The Corporation will neither confirm any subscription nor be responsible for the failure of
any prospective bidders to subscribe. For the purposes of the bidding process, the time as maintained by PARITY®
shall constitute the official time with respect to all bids whether in electronic or written form. To the extent any
instructions or directions set forth in PARITY® conflict with the terms of the Official Terms and Conditions of Sale
of Bonds, this Official Terms and Conditions of Sale of Bonds shall prevail. Electronic bids made through the
facilities of PARITY® shall be deemed an offer to purchase in response to the Notice of Bond Sale and shall be
binding upon the bidders as if made by signed, sealed written bids delivered to the Corporation. The Corporation
shall not be responsible for any malfunction or mistake made by or as aresult of the use of the electronic bidding
facilities provided and maintained by PARITY®. The use of PARITY® facilities are at the sole risk of the
prospective bidders. For further information regarding PARITY®, potential bidders may contact PARITY®,
telephone (212) 404-8102. Notwithstanding the foregoing non-electronic bids may be submitted via facsimile or by
hand delivery utilizing the Official Bid Form.

The successful bidder may elect to notify the Financial Advisor within twenty-four (24) hours of the award
of the Bonds that certain serial maturities as awarded may be combined with immediately succeeding serial
maturities as one or more Term Bonds; provided, however, (a) bids must be submitted to permit only asingle
interest rate for each Term Bond specified, and (b) Term Bonds will be subject to mandatory redemption on May 1
in accordance with the maturity schedule setting the actual size of the issue.

The DTC Book-Entry-Only-System will be utilized on delivery of thisissue.

It is understood that the Corporation will furnish the final approving Legal Opinion of Reed & Johnson,
Bond Counsdl, Louisville, Kentucky.



No certified or bank cashier's check will be required to accompany a bid, but the successful bidder shall be
required to wire transfer an amount equal to 2% of the principal amount of Bonds awarded by the close of business
on the date following the award. Said good faith amount will be applied (without interest) to the purchase price on
delivery. Wiretransfer procedures should be arranged through The Huntington National Bank, Cincinnati, Ohio,
Attn: Ms. Cheri Scott Geraci (513-366-3073).

Bids must be submitted only on this form and must be fully executed.
If we are the successful bidder, we agree to accept and make payment for the Bonds in Federal Funds

within forty-five (45) days of the award and upon acceptance by the Issuer’s Financial Advisor this Official Bid
Form shall become the Bond Purchase Agreement.

Respectfully submitted,

Bidder
By
Authorized Officer
Address
Total interest cost from May 1, 2006 to final maturity $
Plus discount $
Net interest cost (Total interest cost plus discount) $
Average interest rate or cost %

The above computation of net interest cost and of average interest rate or cost is submitted for information
only and is not a part of this Bid.

Accepted by First Kentucky Securities Corporation as Financial Advisor and Agent for the Gallatin County

School District Finance Corporation for $ amount of Bonds at aprice of $ as
follows:

Year Amount Rate Year Amount Rate

2007 ,000 % 2017 ,000 %

2008 ,000 2018 ,000

2009 ,000 2019 ,000

2010 ,000 2020 ,000

2011 ,000 2021 ,000

2012 ,000 2022 ,000

2013 ,000 2023 ,000

2014 ,000 2024 ,000

2015 ,000 2025 ,000

2016 ,000 2026 ,000

Dated: May 18, 2006

FIRST KENTUCKY SECURITIES CORPORATION,
as Agent for the Gallatin County
School District Finance Corporation
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