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Final Official Statement Dated July 18, 2013

Interest on the 2013A Bonds is includible in gross income of the owners thereof for federal income tax purposes. Interest on the 2013A Bonds is not
exempt from present State of Illinois income taxes. See “TAX TREATMENT - The 2013A Bonds” herein for a more complete discussion.

Subject to compliance by the City with certain covenants, in the opinion of Chapman and Cutler LLP, Bond Counsel, under present law, interest on the
2013B Bonds is excludable from gross income of the owners thereof for federal income tax purposes and is not included as an item of tax preference in computing
the federal alternative minimum tax for individuals and corporations. See “TAX EXEMPTION - THE 2013B BONDS” herein for a more complete discussion. The
2013B Bonds are “qualified tax-exempt obligations” under Section 265(b)(3) of the Internal Revenue Code of 1986, as amended. See “QUALIFIED TAX-EXEMPT
OBLIGATIONS - THE 2013B BONDS” herein.

CITY OF KANKAKEE

Kankakee County, Illinois
$2,170,000 Taxable Sewer Revenue Bonds, Series 2013A
1Hlinois $3,550,000 Sewer Revenue Refunding Bonds, Series 2013B

Dated Date of Delivery Book-Entry Due As Detailed Herein

The $2,170,000 Taxable Sewer Revenue Bonds, Series 2013A (the “2013A Bonds™), and the $3,550,000 Sewer Revenue Refunding Bonds, Series 2013B
(the “2013B Bonds”, and, together with the 2013A Bonds, the “Bonds”), are being issued by the City of Kankakee, Kankakee County, Illinois (the “City”).
Interest on the Bonds is payable semiannually on May 1 and November 1, commencing May 1, 2014. The Bonds will be issued using a book-entry system. The
Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the Bonds. The ownership of one fully registered Bond for each
maturity will be registered in the name of Cede & Co., as nominee for DTC and no physical delivery of Bonds will be made to purchasers. Interest is calculated
based on a 360-day year of twelve 30-day months. The Bonds will mature on May 1 as detailed herein.

OPTIONAL REDEMPTION
The 2013A Bonds are not subject to redemption prior to maturity.

The 2013B Bonds are callable in whole or in part on any date on or after May 1, 2023, at a price of par and accrued interest. If less than all the 2013B
Bonds are called, they shall be redeemed in such principal amounts and from such maturities as determined by the City and within any maturity by lot. See
“DESCRIPTION OF THE BONDS - Optional Redemption - The 2013B Bonds” herein.

REDEMPTION
The 2013A Bonds are subject to mandatory redemption. See “MANDATORY REDEMPTION - The 2013A Bonds”

The 2013B Bonds are subject to mandatory redemption. See “MANDATORY REDEMPTION - The 2013B Bonds”

PURPOSE, LEGALITY AND SECURITY

The 2013A Bonds are being issued to pay capitalized interest on the Bonds for the period through May 1, 2016; to pay back a loan that the City’s Water
Fund took out from the City’s General Fund; to provide funds for deposit to the debt service reserve account in accordance with the ordinance authorizing the
2013A Bonds (the “Bond Ordinance”); and to pay the costs of issuing the 2013A Bonds. See “THE PURPOSE -The 2013A BONDS” herein.

The 2013B Bonds are being issued to advance refund a portion of the City’s outstanding General Obligation Bonds, Series 2007A (the “2007A Bonds™);
to advance refund a portion of the City’s outstanding General Obligation Refunding Bonds, Series 2009B (the “2009B Bonds”); to provide funds for deposit to the
debt service reserve account in accordance with the Bond Ordinance; and to pay the costs of issuing the 2013B Bonds. See “PLAN OF FINANCING - The 2013B
BONDS” and “THE PURPOSE - The 2013B Bonds” herein.

The Bonds are limited obligations of the City and are payable, ratably and equally, with the City’s outstanding Taxable Sewer Revenue Bonds, Series 2009
(the “Series 2009 Bonds”), Taxable Sewer Revenue Bonds, Series 2010A (Recovery Zone Economic Development Bonds-Direct Pay) (the “Series 2010A Bonds”),
and Sewer Revenue Refunding Bonds, Series 2010B (the “Series 2010B Bonds” and, together with the Series 2009 Bonds and the Series 2010A Bonds, the “Prior
Bonds”), from certain net revenues of the combined waterworks and sewerage system of the City.

THE BONDS DO NOT CONSTITUTE AN INDEBTEDNESS OF THE CITY, THE STATE OF ILLINOIS OR ANY POLITICAL SUBDIVISION
THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISION OR LIMITATION AS TO INDEBTEDNESS. NO
HOLDER SHALL HAVE THE RIGHT TO COMPEL THE CITY, THE STATE OR ANY POLITICAL SUBDIVISION OF THE STATE TO LEVY ANY AD
VALOREM TAXES TO PAY THE PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY, OR INTEREST ON THE BONDS.

The Bonds are offered when, as and if issued and received by the Underwriter, subject to the approving legal opinion of Chapman and Cutler LLP,
Chicago, Illinois, Bond Counsel, and certain other conditions. It is expected that the Bonds will be made available for delivery on or about August 6, 2013.
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No dealer, broker, salesman or other person has been authorized by the City to give any information or to make
any representations with respect to the Bonds other than as contained in the Official Statement or the Final Official
Statement and, if given or made, such other information or representations must not be relied upon as having been
authorized by the City. Certain information contained in the Official Statement and the Final Official Statement may
have been obtained from sources other than records of the City and, while believed to be reliable, is not guaranteed as
to completeness. THE INFORMATION AND EXPRESSIONS OF OPINION IN THE OFFICIAL STATEMENT
AND THE FINAL OFFICIAL STATEMENT ARE SUBJECT TO CHANGE, AND NEITHER THE DELIVERY OF
THE OFFICIAL STATEMENT OR THE FINAL OFFICIAL STATEMENT NOR ANY SALE MADE UNDER
EITHER SUCH DOCUMENT SHALL CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE
IN THE AFFAIRS OF THE CITY SINCE THE RESPECTIVE DATES THEREOF.

References herein to laws, rules, regulations, ordinances, resolutions, agreements, reports and other documents
do not purport to be comprehensive or definitive. All references to such documents are qualified in their entirety by
reference to the particular document, the full text of which may contain qualifications of and exceptions to statements
made herein. Where full texts have not been included as appendices to the Official Statement or the Final Official
Statement, they will be furnished on request. This Official Statement does not constitute an offer to sell, or solicitation
of an offer to buy, any securities to any person in any jurisdiction where such offer or solicitation of such offer would
be unlawful.
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BOND ISSUE SUMMARY

This Bond Issue Summary is expressly qualified by the entire Final Official Statement and is provided for the
convenience of potential investors and which should be reviewed in their entirety by potential investors.

Issuer: The City of Kankakee, Kankakee County, Illinois.

Dated Date: Date of delivery, which is expected to be on or about August 6, 2013.

Interest Due: Each May 1 and November 1, commencing May 1, 2014.

Authorization: Pursuant to the home rule powers of the City and by vote of the City Council.
Security: The Bonds are limited obligations of the City and are payable, ratably and equally,

with the City’s outstanding Taxable Sewer Revenue Bonds, Series 2009 (the
“Series 2009 Bonds”), Taxable Sewer Revenue Bonds, Series 2010A (Recovery
Zone Economic Development Bonds-Direct Pay) (the “Series 2010A Bonds”), and
Sewer Revenue Refunding Bonds, Series 2010B (the “Series 2010B Bonds” and,
together with the Series 2009 Bonds and the Series 2010A Bonds, the “Prior
Bonds”), from certain net revenues of the combined waterworks and sewerage
system of the City.

Credit Rating: The Bonds are rated “A/Stable” from Standard & Poor’s, a Division of the
McGraw-Hill Companies.

Book-Entry Form: The Bonds will be registered in the name of Cede & Co. as nominee for The
Depository Trust Company (“DTC”), New York, New York. DTC will act as
securities depository of the Bonds. See APPENDIX B herein.

Denomination: $5,000 or integral multiples thereof.
Underwriter: PNC Capital Markets LLC, Chicago, Illinois.
Financial Advisor: Speer Financial, Inc., Chicago, Illinois.



City of Kankakee, Kankakee County, Illinois
Taxable Sewer Revenue Bonds, Series 2013A
Sewer Revenue Refunding Bonds, Series 2013B

Issue:

Principal Due:

No Optional Redemption:

Mandatory Redemption:

Purpose:

Tax Treatment:

Bond Registrar/Paying Agent:

The 2013A Bonds
$2,170,000 Taxable Sewer Revenue Bonds, Series 2013A.

Serial Bonds due May 1, 2017-2018 and term Bonds due May 1, 2020, May 1,
2023 and May 1, 2025, as detailed below.

The 2013A Bonds are not subject to redemption prior to maturity.

The 2013A Bonds are subject to mandatory redemption. See “MANDATORY
REDEMPTION - The 2013A Bonds” herein.

The 2013A Bonds are being issued to pay capitalized interest on the Bonds for the
period through May 1, 2016; to pay back a loan that the City’s Water Fund took
out from the City’s General Fund; to provide funds for deposit to the debt service
reserve account in accordance with the ordinance authorizing the 2013A Bonds
(the “Bond Ordinance™); and to pay the costs of issuing the 2013A Bonds. See
“THE PURPOSE -The 2013A BONDS” herein.

Interest on the 2013A Bonds is includible in gross income of the owners thereof
for federal income tax purposes. Interest on the 2013A Bonds is not exempt from
present State of Illinois income taxes. See “TAX TREATMENT - THE 2013A
BONDS?” herein for a more complete discussion.

The City Comptroller, City of Kankakee, Illinois.

AMOUNTS, MATURITIES, INTEREST RATES, PRICES OR YIELDS AND CUSIP NUMBERS

Pri nci pal Due Interest Yield or Cusl P Pri nci pal Due I nt erest Yield or CusI P
Anpunt May 1 Rat e Price Nunber Anmount May 1 Rat e Price Nunber
$215,000..... 2017 2.910% 2.910% 484458 FF6 $220, 000. . ... 2018 3.110% 3.110% 484458 FA4
CuUsI P
Nunber
$465,000 ........ 3.830% Term Bonds due May 1, 2020; Yield........ 3. 830% 484458 FJ8
$775,000 ........ 4.780% Term Bonds due May 1, 2023; Yield........ 4. 780% 484458 FML
$495,000 ........ 5.130% Term Bonds due May 1, 2025; Yield........ 5.130% 484458 FP4

For further details see “MANDATORY REDEMPTION - The 2013A Bonds” herein.



City of Kankakee, Kankakee County, Illinois
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The 2013B Bonds

Issue: $3,550,000 Sewer Revenue Refunding Bonds, Series 2013B.
Principal Due: Term Bonds due May 1, 2028, May 1, 2031 and May 1, 2034, as detailed below.
Optional Redemption: The 2013B Bonds are callable in whole or in part on any date on or after May 1,

2023, at a price of par and accrued interest. If less than all the 2013B Bonds are
called, they shall be redeemed in such principal amounts and from such maturities
as determined by the City and within any maturity by lot. See “DESCRIPTION
OF THE BONDS - Optional Redemption - The 2013B Bonds” herein.

Mandatory Redemption: The 2013B Bonds are subject to mandatory redemption. See “MANDATORY
REDEMPTION - The 2013B Bonds” herein.

Purpose: The 2013B Bonds are being issued to advance refund a portion of the City’s
outstanding General Obligation Bonds, Series 2007A (the “2007A Bonds”); to
advance refund a portion of the City’s outstanding General Obligation Refunding
Bonds, Series 2009B (the “2009B Bonds”); to provide funds for deposit to the debt
service reserve account in accordance with the Bond Ordinance; and to pay the
costs of issuing the 2013B Bonds. See “PLAN OF FINANCING - The 2013B
BONDS” and “THE PURPOSE - The 2013B Bonds” herein.

Tax Exemption: Chapman and Cutler LLP, Chicago, Illinois, will provide an opinion as to the tax
exemption of the 2013B Bonds as discussed under “TAX EXEMPTION - THE
2013B BONDS” in this Final Official Statement. Interest on the 2013B Bonds is
not exempt from present State of Illinois income taxes.

Bank Qualification: The 2013B Bonds are “qualified tax-exempt obligations” under Section 265(b)(3) of
the Internal Revenue Code of 1986, as amended. See “QUALIFIED TAX-
EXEMPT OBLIGATIONS - THE 2013B BONDS” herein.

Bond Registrar/Paying Agent:  The City Comptroller, City of Kankakee, Illinois.

Escrow Trustee: U.S. Bank National Association, Chicago, Illinois.

Verification Agent: Dunbar Breitweiser & Company, LLP, Bloomington, Illinois.

AMOUNTS, MATURITIES, INTEREST RATES, PRICES OR YIELDS AND CUSIP NUMBERS

CusI P

Nunmber
$1, 090,000 ...... 4.375% Term Bonds due May 1, 2028; Yield........ 4.500% 484458 FT6
$1, 145,000 ...... 4.625% Term Bonds due May 1, 2031; Yield........ 4. 800% 484458 FW®
$1, 315,000 ...... 4.875% Term Bonds due May 1, 2034; Yield........ 4. 970% 484458 FZz2

For further details see “MANDATORY REDEMPTION - The 2013B Bonds” herein.
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INTRODUCTION

The Bonds were authorized and are being issued by the City of Kankakee, Kankakee County, Illinois (the “City”)
pursuant to its power as a home rule unit of local government under Section 6 of Article VII of the 1970 Illinois
Constitution (the “Act”) and the Bond Ordinance. The 2013A Bonds are being issued to pay capitalized interest on the
Bonds for the period through May 1, 2016; to pay back a loan that the City’s Water Fund took out from the City’s
General Fund; to provide funds for deposit to the debt service reserve account in accordance with the Bond Ordinance;
and to pay the costs of issuing the 2013A Bonds. The 2013B Bonds are being issued to advance refund a portion of the
City’s outstanding General Obligation Bonds, Series 2007A (the “2007A Bonds”); to advance refund a portion of the
City’s outstanding General Obligation Refunding Bonds, Series 2009B (the “2009B Bonds”); to provide funds for
deposit to the debt service reserve account in accordance with the Bond Ordinance; and to pay the costs of issuing the
2013B Bonds.

The City is required under the Bond Ordinance to maintain ownership of the water and sewer system of the City
(the “System”). The Net Revenues of the System are pledged to pay principal of and interest on the Bonds, ratably
and equally with the Prior Bonds. “Net Revenues” is defined in the Bond Ordinance to mean that portion of the
Revenues remaining after providing sufficient funds for Operation and Maintenance Costs (including all amounts
payable by the City to the Agency under the Intergovernmental Agreement; see “THE AGENCY AND THE CITY’S
PAYMENT OBLIGATIONS TO THE AGENCY” herein).

Principal of, redemption premium, if any, and interest on the Bonds are payable solely from Net Revenues of
the System (which are those System revenues remaining after payment of costs of operation and maintenance of the
System, including amounts due to the Agency under the Intergovernmental Agreement), and from amounts on deposit
from time to time in the accounts in the Revenue Fund heretofore established and expressly continued pursuant to the
Bond Ordinance, on a parity with the Prior Bonds and any other parity bonds which may be issued in the future in
compliance with the conditions specified in the Bond Ordinance. The Bonds are further secured by a debt service
reserve fund in the Revenue Fund.
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Taxable Sewer Revenue Bonds, Series 2013A
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The Bonds do not constitute an indebtedness of the City, the State of Illinois, or any other political subdivision of
the State within the meaning of any constitutional or statutory provision or limitation. Neither the registered owners of
the Bonds (the “Registered Owners”) nor the beneficial owners of the Bonds (as defined below, the “Beneficial
Owners”) have the power to compel any exercise of the taxing powers of the City, the State of Illinois, or any of its other
political subdivisions to provide for the payment of principal of redemption premium, if any, or interest on the Bonds.

The City has covenanted in the Bond Ordnance, among other things, to establish and maintain at all times,
reasonable fees, charges and rates for the use and service of the System, sufficient at all times (i) to pay Operation
and Maintenance Costs (including all amounts payable by it to the Agency under the Intergovernmental Agreement;
see “THE AGENCY AND THE CITY'S PAYMENT OBLIGATIONS TO THE AGENCY herein), (ii) to pay the principal of
and interest on all revenue bonds of the City (including the Bonds and the Prior Bonds) which by their terms are
payable solely from the Revenues, (iii) to provide Net Revenues in each Fiscal Year (in excess of the amounts required
by clause (ii) above) in the amount of not less than 20% of the Current Debt Service Requirement (as defined below)
for all Bonds and Prior Bonds for such Fiscal Year, and (iv) to provide for the creation and maintenance of the
respective accounts established by the Bond Ordinance in the Revenue Fund, including an adequate depreciation
fund. See “SECURITY FOR THE BONDS - Rate Covenant, Flow of Funds and Additional Bonds.”

This Final Official Statement should be considered in its entirety and no one factor should be considered more or
less important than any other by reason of its position in the Final Official Statement. There follow in this Final
Official Statement brief descriptions of the Bonds, the Bond Ordinance, the City and its System and certain other bond
documents. Such descriptions do not purport to be comprehensive or definitive. Where statutes, ordinances, reports
or other documents are referred to in this Final Official Statement, reference should be made to such statutes, reports or
other documents for more complete information regarding the rights and obligations of parties to them, facts and opinions
contained in them and their subject matter.

DESCRIPTION OF THE BONDS

General

The Bonds initially will be dated the date of delivery (the “Dated Date”), expected to be on or about August 6,
2013. The Bonds will bear interest from the Dated Date, or from the most recent payment date to which interest has
been paid or duly provided for, until the principal amount of the Bonds is paid. Interest is payable semi-annually on
May 1 and November 1 of each year with the first interest payment date being May 1, 2014. The Bonds will bear
interest at the rates per year, and will mature in the principal amounts on May 1 in each year, as set forth on the cover
page of this Final Official Statement. The Bonds are subject to redemption, including mandatory sinking fund
redemption, prior to maturity as provided below.

The Bonds will be issued as fully registered bonds without coupons in denominations of $5,000 or any integral
multiple of that amount. Interest on each Bond will be payable on each interest payment date to the person in whose
name the Bond is registered in the Bond Register kept by the City Comptroller, as Bond Registrar, at the close of
business on the 15™ day (whether or not a business day) of the calendar month preceding such interest payment date. So
long as the Bonds are held in the book-entry only system described below, interest on each Bond shall be paid to DTC
(or its successor as depository) by check or draft or electronic funds transfer as may be agreed by the Agency and DTC
(or its successor as depository). If the Bonds become available in physical form to registered owners other than DTC,
interest will be paid by check or draft mailed to such registered owner at the owner's address as it appears in the
Bond Register. Principal of and redemption premium, if any, on the Bonds will be paid only upon presentation and
surrender of the Bonds for cancellation at the office of the Bond Registrar in Kankakee, Illinois.
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No Optional Redemption - The 2013A Bonds

The 2013A Bonds are not subject to redemption prior to maturity.

Optional Redemption - The 2013B Bonds

The 2013B Bonds are callable in whole or in part on any date on or after May 1, 2023, at a price of par and
accrued interest. If less than all the 2013B Bonds are called, they shall be redeemed in such principal amounts and
from such maturities as determined by the City and within any maturity by lot.

Unless waived by the Registered Owner of the 2013B Bonds to be redeemed, notice of redemption of the 2013B
Bonds will be given by mailing the redemption notice by first class mail, postage prepaid, at least 30 days, but not more
than 60 days, prior to the date fixed for redemption, to each Registered Owner of 2013B Bonds to be redeemed at the
Registered Owner's address as shown on the 2013B Bond Register or at such other address as is furnished in writing by
a Registered Owner to the 2013B Bond Registrar. Notice of redemption will specify the date fixed for redemption, the
redemption price, the place where the 2013B Bonds subject to redemption are to be surrendered (which shall be the
office of the 2013B Bond Registrar in Kankakee, Illinois) and, if less than all of the 2013B Bonds of a single maturity of
a series are to be redeemed, the identification (and, in the case of a partial redemption of any 2013B Bonds of a series,
the respective principal amounts) of the 2013B Bonds of such series to be redeemed. If notice is given as described
above, the 2013B Bonds or portions of 2013B Bonds so called for redemption will, on the redemption date, become due
and payable at the applicable redemption price described above and, unless the City defaults in the payment of the
redemption price, such 2013B Bonds or portions of 2013B Bonds will cease to bear interest. Failure to give such notice
by mail or a defect in the notice or mailing as to any 2013B Bond will not affect the sufficiency of such notice with
respect to other 2013B Bonds.

The Bond Registrar will give notice of redemption, identifying the 2013B Bonds (or portions thereof) to be
redeemed, by mailing a copy of the redemption notice by first class mail not less than thirty (30) days nor more than
sixty (60) days prior to the date fixed for redemption to the registered owner of each 2013B Bond (or portion thereof) to
be redeemed at the address shown on the registration books maintained by the 2013B Bond Registrar as described in the
preceding paragraph. Unless moneys sufficient to pay the redemption price of the 2013B Bonds to be redeemed are
received by the 2013B Bond Registrar prior to the giving of such notice of redemption, such notice may, at the option
of the City, state that said redemption will be conditional upon the receipt of such moneys by the 2013B Bond Registrar
on or prior to the date fixed for redemption. If such moneys are not received, such notice will be of no force and
effect, the City will not redeem such 2013B Bonds, and the 2013B Bond Registrar will give notice, in the same manner
in which the notice of redemption has been given, that such moneys were not so received and that such 2013B Bonds
will not be redeemed. Otherwise, prior to any redemption date, the City will deposit with the 2013B Bond Registrar an
amount of money sufficient to pay the redemption price of all the 2013B Bonds or portions of 2013B Bonds which are
to be redeemed on the date.

Subject to the provisions for a conditional redemption described above, notice of redemption having been given
as described above and in the 2013B Bond Ordinance, the 2013B Bonds or portions of 2013B Bonds so to be redeemed
will, on the redemption date, become due and payable at the redemption price therein specified, and from and after
such date (unless the City shall default in the payment of the redemption price) such 2013B Bonds or portions of 2013B
Bonds shall cease to bear interest. Upon surrender of such Bonds for redemption in accordance with said notice, such
2013B Bonds will be paid by the 2013B Bond Registrar at the redemption price.

In the event of a partial redemption of 2013B Bonds of a given maturity, (i) the particular 2013B Bonds or portion
of 2013B Bonds to be redeemed shall be selected by lot not more than 60 days prior to the redemption date by the 2013B
Bond Registrar, and (ii) the Registered Owner of a 2013B Bond redeemed in part will receive a new 2013B Bond or
2013B Bonds in authorized denominations of the same maturity and rate of interest in the amount of the unpaid principal.
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So long as the 2013B Bonds are held in the book-entry only system described herein, all notices of redemption
will be sent only to DTC with a request that DTC forward (or cause to be forwarded) the notices to DTC participants (the
“Participants™) so that such Participants may forward (or cause to be forwarded) the notices to Beneficial Owners of the
2013B Bonds. The term “Beneficial Owner” means the person for whom the Participant acquires an interest in the
2013B Bonds.

MANDATORY REDEMPTION - The 2013A Bonds

The 2013A Bonds maturing on May 1, 2020, are subject to mandatory redemption, in part by lot, on May 1,
2019, consisting of sinking fund payments at redemption prices equal to the principal amounts set forth below:

Year Principal Amount
2019 $230,000

The final principal amount of the 2013A Bonds maturing on May 1, 2020, is $235,000.

The 2013A Bonds maturing on May 1, 2023, are subject to mandatory redemption, in part by lot, on May 1,
2021-2022, consisting of sinking fund payments at redemption prices equal to the principal amounts set forth below:

Year Principal Amount
2021 i $245,000
2022, 260,000

The final principal amount of the 2013A Bonds maturing on May 1, 2023, is $270,000.

The 2013A Bonds maturing on May 1, 2025, are subject to mandatory redemption, in part by lot, on May 1,
2024, consisting of sinking fund payments at redemption prices equal to the principal amounts set forth below:

Year Principal Amount
2024, i $285,000

The final principal amount of the 2013A Bonds maturing on May 1, 2025, is $210,000.

All of the 2013A Bonds subject to mandatory sinking fund redemption shall be redeemed at a redemption price
equal to the principal amount thereof to be redeemed. The 2013A Bond Registrar is authorized and directed to mail
notice of mandatory sinking fund redemption of the 2013A Bonds in the manner provided in the 2013A Bond
Ordinance.

Whenever the 2013A Bonds subject to mandatory sinking fund redemption are redeemed at the option of the
City, the principal amount thereof so redeemed shall be credited against the unsatisfied balance of further sinking fund
installments or final maturity amount established with respect to such 2013A Bonds, in such amount and against such
installments or final maturity amount as shall be determined by the City in the proceedings authorizing such optional
redemption or, in the absence of such determination, shall be credited against the unsatisfied balance of the applicable
sinking fund installments next ensuing, and with respect to which notice of redemption has not yet been given.

10



City of Kankakee, Kankakee County, Illinois
Taxable Sewer Revenue Bonds, Series 2013A
Sewer Revenue Refunding Bonds, Series 2013B

The Registrar will give notice of redemption, identifying the 2013A Bonds (or portions thereof) to be
redeemed, by mailing a copy of the redemption notice by first class mail not less than thirty (30) days nor more than
sixty (60) days prior to the date fixed for redemption to the registered owner of each 2013A Bond (or portion thereof)
to be redeemed at the address shown on the registration books maintained by the Registrar. Failure to give such notice
by mail to any registered owner of the 2013A Bonds (or portion thereof) or any defect therein shall not affect the
validity of any proceedings for the redemption of other 2013A Bonds (or portions thereof). All 2013A Bonds (or
portions thereof) so called for redemption will cease to bear interest after the specified redemption date, provided funds
for their redemption are on deposit at the place of payment at that time.

MANDATORY REDEMPTION - The 2013B Bonds

The 2013B Bonds maturing on May 1, 2028, are subject to mandatory redemption, in part by lot, on May 1,
2025-2027, consisting of sinking fund payments at redemption prices equal to the principal amounts set forth below:

Year Principal Amount
2025, $ 95,000
2026.....cciiiiiin, 320,000
2027 . 330,000

The final principal amount of the 2013B Bonds maturing on May 1, 2028, is $345,000.

The 2013B Bonds maturing on May 1, 2031, are subject to mandatory redemption, in part by lot, on May 1,
2029-2030, consisting of sinking fund payments at redemption prices equal to the principal amounts set forth below:

Year Principal Amount
2029, $365,000
2030 i 380,000

The final principal amount of the 2013B Bonds maturing on May 1, 2031, is $400,000.

The 2013B Bonds maturing on May 1, 2034, are subject to mandatory redemption, in part by lot, on May 1,
2032-2033, consisting of sinking fund payments at redemption prices equal to the principal amounts set forth below:

Year Principal Amount
2032 $415,000
2033 440,000

The final principal amount of the 2013B Bonds maturing on May 1, 2034, is $460,000.

All of the 2013B Bonds subject to mandatory sinking fund redemption shall be redeemed at a redemption price
equal to the principal amount thereof to be redeemed. The 2013B Bond Registrar is authorized and directed to mail
notice of mandatory sinking fund redemption of the 2013B Bonds in the manner provided in the 2013B Bond
Ordinance.
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Whenever the 2013B Bonds subject to mandatory sinking fund redemption are redeemed at the option of the
City, the principal amount thereof so redeemed shall be credited against the unsatisfied balance of further sinking fund
installments or final maturity amount established with respect to such 2013B Bonds, in such amount and against such
installments or final maturity amount as shall be determined by the City in the proceedings authorizing such optional
redemption or, in the absence of such determination, shall be credited against the unsatisfied balance of the applicable
sinking fund installments next ensuing, and with respect to which notice of redemption has not yet been given.

The Registrar will give notice of redemption, identifying the 2013B Bonds (or portions thereof) to be redeemed,
by mailing a copy of the redemption notice by first class mail not less than thirty (30) days nor more than sixty (60)
days prior to the date fixed for redemption to the registered owner of each 2013B Bond (or portion thereof) to be
redeemed at the address shown on the registration books maintained by the Registrar. Failure to give such notice by
mail to any registered owner of the 2013B Bonds (or portion thereof) or any defect therein shall not affect the validity
of any proceedings for the redemption of other 2013B Bonds (or portions thereof). All 2013B Bonds (or portions
thereof) so called for redemption will cease to bear interest after the specified redemption date, provided funds for their
redemption are on deposit at the place of payment at that time.

SECURITY FOR THE BONDS
General

The Bonds will be on a parity with the Prior Bonds and any Parity Bonds (as defined in the Bond Ordinance)
issued after the issuance of the Bonds. See “Additional Bonds” below. The Bonds, the Prior Bonds and any Parity
Bonds will be co-equal as to the lien on and pledge of the Net Revenues for their payment and will share ratably,
without any preference, priority, or distinction one over another, as to the source or method of payment or the security
for such bonds.

The Bonds, the Prior Bonds and any Parity Bonds will be limited obligations of the City having a claim for
payment of principal, redemption premium, if any, and interest solely from and are equally and ratably secured by a
lien on and security interest in the Net Revenues derived by the City from its ownership and operation of the System,
including operating revenues received from the operation of the System, and from moneys on deposit in the several
accounts in the Revenue Fund securing the Bonds. “Net Revenues” is defined in the Bond Ordinance to mean that
portion of the Revenues remaining after providing sufficient funds for Operation and Maintenance Costs (including all
amounts payable by the City to the Agency under the Intergovernmental Agreement. See “THE AGENCY AND THE
CITY’S PAYMENT OBLIGATIONS TO THE AGENCY” herein.) See “SUMMARY OF CERTAIN
PROVISIONS OF THE BOND ORDINANCE” herein for the definitions of “Revenues,” “Net Revenues” and
“System,” each as used in the Bond Ordinance.

The Bonds and the Prior Bonds do not, and any Parity Bonds will not, constitute an indebtedness of the City
within the meaning of any constitutional or statutory provision or limitation as to indebtedness. No holder or registered
owner of Bonds shall have the right to compel the City to levy ad valorem taxes on any property to pay the principal of,
premium, if any, or interest on the Bonds, the Prior Bonds or any Parity Bonds.
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The City is a member of the Kankakee River Metropolitan Agency (the “Agency”). The Agency is a municipal
corporation and a body corporate and politic of the State of Illinois and was formed in 1996 pursuant to the terms of an
Intergovernmental Agreement dated May 1, 1996, as amended and restated on March 1, 1999 (the “Intergovernmental
Agreement”), entered into by and among the City and the Villages of Aroma Park, Bourbonnais and Bradley, Illinois
(together, the “Villages” and, collectively with the City, the “Members”). In 1999, the Agency issued its $18,585,000
aggregate principal amount Sewage Treatment Facility Revenue Bonds, Series 1999 (the “Agency Bonds”) in order to
finance the acquisition, construction and equipping of the regional wastewater treatment facility (the “Facility”) serving
the City and certain other municipalities. The Agency Bonds are secured by the payment obligations of each of the
Members, including the City, under the Intergovernmental Agreement. The Agency sets rates and charges for use of
the Facility that will produce revenues sufficient to pay the operation and maintenance costs of the Agency, to pay debt
service on the Agency Bonds, to provide an adequate depreciation fund, to provide for a debt service reserve account
securing the Agency's bonds and for certain other purposes. Under the terms of the Intergovernmental Agreement,
each member, including the City, covenanted (a) to treat its payment obligations to the Agency as an operation and
maintenance expense of its municipal sewer system, including, in the case of the City, the System, and (b) not to pledge
the revenues derived from the operation of its municipal sewer system to any obligations senior to, or on a parity with,
its obligations to make payments required under the Intergovernmental Agreement. In effect, therefore, the City's
payment obligations to the Agency have a lien on the Revenues senior to the lien of the Bonds. See “THE AGENCY
AND THE CITY’S PAYMENT OBLIGATIONS TO THE AGENCY herein.

Flow of Funds

The Bond Ordinance continues the existing Waterworks and Sewerage Fund of the City of Kankakee (the “Revenue
Fund”) into which the Bond Ordinance requires all Revenues to be deposited as collected. The Revenue Fund includes the
various accounts listed below. Under the Bond Ordinance, the Revenue Fund is irrevocably pledged to the owners of
Outstanding bonds payable from revenues of the System (which include the Bonds, the Prior Bonds and any Parity Bonds
that are outstanding and unpaid) for the purpose of carrying out the City's covenants under the Bond Ordinance and any
Bond Ordinance hereinafter adopted authorizing the issuance of Parity Bonds. The Revenue Fund is a trust fund from
which moneys on deposit may be used only to pay Operation and Maintenance Costs (including all amounts payable by
the City to the Agency under the Intergovernmental Agreement. See THE AGENCY AND THE CITY'S
PAYMENT OBLIGATIONS TO THE AGENCY herein), to provide an adequate depreciation fund, to pay principal
of and interest on revenue bonds of the City which by their terms are payable solely from Revenues, to provide for a
debt service reserve account, and otherwise to establish and make permitted expenditures from the accounts in the
Revenue Fund described below.

The Bond Ordinance continues the following accounts (each an “Account”) in the Revenue Fund: (1) the
Operation and Maintenance Account, (2) the Bond and Interest Account, (3) the Bond Reserve Account, (4) the Reserve
and Replacement Account, and (5) the Surplus Account.

The Bond Ordinance requires the City, on or before a given day of each month selected by the City, to credit all

moneys held in the Revenue Fund to the accounts in the Revenue Fund in the following order in accordance with the
provisions summarized below:

(a)  Operation and Maintenance Account:

There shall be credited to the Operation and Maintenance Account an amount sufficient, when added to the
amount then on deposit in that Account, to pay Operation and Maintenance Costs of the System for the current
month. Under the terms of the Intergovernmental Agreement, the City has covenanted and agreed to treat its
payment obligation to the Agency as an Operations and Maintenance Cost of its System. See “SUMMARY OF
CERTAIN PROVISIONS OF THE BOND ORDINANCE” - “Operation and Maintenance Cost” and THE
AGENCY AND THE CITY'S PAYMENT OBLIGATION TO THE AGENCY" herein.
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(b)

©)

Bond and Interest Account:

There shall next be credited to the Bond and Interest Account and held, in cash and investments, a fractional
amount of the interest becoming due on the next succeeding interest payment date on all Outstanding Bonds
and also a fractional amount of the principal becoming due or subject to mandatory redemption on the next
succeeding principal maturity or mandatory redemption date on all Outstanding Bonds until there shall have been
accumulated and held, in cash and investments, in the Bond and Interest Account on or before the month next
preceding such interest payment date or date of maturity or mandatory redemption of principal, an amount
sufficient to pay such interest or principal, or both.

In computing the fractional amount to be set aside each month in the Bond and Interest Account, the fraction is
required to be computed so that a sufficient amount will be set aside in that Account and will be available for the
prompt payment of such principal of and interest on all Outstanding Bonds and may not be less than one-sixth of
the interest becoming due on the next succeeding interest payment date and not less than one-twelfth of the
principal becoming due or subject to mandatory redemption on the next succeeding principal payment or
mandatory redemption date on all Outstanding Bonds until there is sufficient money in the Bond and Interest
Account to pay such principal or interest, or both.

Credits to the Bond and Interest Account may be suspended in any Fiscal Year at such time as there is held in
that Account, in cash and investments, an amount sufficient to pay principal and interest requirements due on the
Outstanding Bonds for the balance of such Fiscal Year, but such payments shall again be resumed at the
beginning of the next Fiscal Year. All monies in such Account shall be used only for the purpose of paying
interest and principal on Outstanding Bonds as the same shall become due.

Bond Reserve Account:

At the time of delivery of the Bonds, there shall be credited to the Bond Reserve Account a sum sufficient to
establish to the credit thereof and on deposit therein an amount equal to Maximum Annual Debt Service.

At any time that the amount on deposit in and to the credit of the Bond Reserve Account is less than an amount
equal to Maximum Annual Debt Service, whether by withdrawal or investment loss, or otherwise, the City
covenants to replenish the Bond Reserve Account by credits to such Account in each month at the rate of 1/12th of
the amount of such difference per month or in the amount of $5,000 per month, whichever is greater, until the
amount on deposit in and to the credit of the Bond Reserve Account equals Maximum Annual Debt Service.

Moneys credited to the Bond Reserve Account shall be used solely to pay principal of or interest on the
Outstanding Bonds, Prior Bonds or Parity Bonds at any time when there are insufficient funds available in the
Bond and Interest Account to pay such principal and interest as the same become due, whether at maturity or
pursuant to a mandatory sinking fund redemption.

Upon the issuance by the City of any Parity Bonds, the City has covenanted that it will immediately deposit to
the Bond Reserve Account an amount sufficient to establish a balance to the credit of and on deposit in the Bond
Reserve Account equal to Maximum Annual Debt Service; provided, that Maximum Annual Debt Service shall
be calculated by including any such Parity Bonds; and further provided, that amounts on deposit in and to the
credit of the Bond Reserve Account immediately following such deposit shall be deemed available for the payment
of principal of and interest on such Parity Bonds at their last stated maturity.
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(d

(e)

Whenever there is on deposit in the Bond Reserve Account an amount in excess of Maximum Annual Debt
Service, the excess may be withdrawn and transferred to any other Account or Accounts in the Revenue Fund as
the City shall direct.

Reserve and Replacement Account:

Beginning on the first day of the month following the delivery of the Bonds, or any of them, there shall be
credited to the Reserve and Replacement Account, and held in cash and investments, the sum of $5,000 each
month until said Account aggregates the sum of $500,000 (which amounts are inclusive of, and not in addition to,
the amounts required under the ordinances authorizing the issuance of the Prior Bonds).

Moneys credited to the Reserve and Replacement Account may be used only for the purpose of paying principal
of or interest on the Outstanding Bonds when there are insufficient moneys on deposit in the Bond and Interest
Account or the Bond Reserve Account, and to the extent not required for the foregoing purpose, may be used for
the payment of the costs of extraordinary maintenance, necessary repairs, renewals and replacements not
included in the annual budget for current Operation and Maintenance Costs, or for improvements, repairs or
replacement to the System as required by any agency of the State of Illinois or the United States Government, the
payment for which no other funds are available. Whenever an amount is withdrawn from such Account and
transferred to the Bond and Interest Account, $5,000 per month (which amount is inclusive of, and not in
addition to, the amount required under the Prior Bond Ordinances) must be added to the amount to be next and
thereafter credited to the Reserve and Replacement Account until full reimbursement to that Account has been
made.

Surplus Account:

All moneys remaining in the Revenue Fund, after crediting the required amounts to the respective Accounts as
described above, and after making up any deficiency in accounts (a) to (d), inclusive, shall be credited to the Surplus
Account. Funds in the Surplus Account shall first be used to make up any subsequent, deficiencies in any of the
Accounts described above and then may be used for one or more of the following purposes in any order of
priority among them:

(1)  For the purpose of constructing, installing or acquiring repairs, replacements, improvements or
extensions to the System; or

(2)  For the purpose of calling and redeeming Outstanding Bonds, Prior Bonds or Parity Bonds, which
are callable at the time; or

(3) For the purpose of purchasing Outstanding Bonds, Prior Bonds or Parity Bonds, which are not
callable at the time at a price not to exceed par and accrued interest to the date of purchase if such
Bonds are not callable, or not to exceed par and accrued interest and any applicable call premium to
the date of purchase; or

(4) For the purpose of paying principal of and interest on any subordinate bonds or obligations issued
for the purpose of acquiring, installing or constructing repairs, replacements, improvements or
extensions to the System; or

(5) For any other of the System or storm sewer purpose.

Investments: The moneys to the credit of the Revenue Fund prior to the monthly accounting and to the credit of

the Operation and Maintenance Account may be invested pursuant to any authorization granted to municipal corporations
by Illinois statute or court decision.
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The moneys to the credit of accounts (b) to (e), inclusive, described above, maybe invested from time to time at the
direction of the City in any investment authorized for the investment of funds of the City under the laws of the State of
Illinois. Such investments may be sold from time to time as directed by the City as funds may be needed for the purpose
for which the respective accounts have been created.

Investments in the Accounts shall mature or be subject to redemption at the option of the holder of such
investments prior to the time when needed and, in any event, within the applicable times as follows:

Account Time
Operation and Maintenance Bond and Interest.............. 45 days
Bond and Interest ...........coviviiiiiiiiiiiiieiieeeeen 1 year
Bond ReServe ......oovviiiiiiiiiiiiieicec e 3 year
Repair and Replacement/Surplus.............c.coceievnininn. 5 years

After making provision for the payment of any amount of excess arbitrage profits, as provided in the Internal
Revenue Code of 1986, as amended (the “Code™), attributable to investment earnings or profits to the Rebate Fund for the
appropriate issue or issues of Outstanding Bonds, Prior Bonds or Parity Bonds all earnings or profit on any funds so
invested in the Bond and Interest Account shall be retained in that account. After making provision for the payment of
any amount of excess arbitrage profits, as provided in the Code, attributable to investment earnings or profits of the
Rebate Fund for the appropriate issue or issues of Outstanding Bonds, Prior Bonds or Parity Bonds all earnings or profit
on any funds so invested in the Bond Reserve Account shall be credited upon receipt to the Bond and Interest Account.
The City may take credit for such earnings or profits (not transferred to the Rebate Fund) in its final monthly
accounting for the Bond and Interest Account in any Fiscal Year.

All interest or profit earned on any funds so invested in any other Accounts shall be credited to the Revenue
Fund:

Excess over Requirements: Any amounts to the credit of the Accounts in the Revenue Fund in excess of any then
current requirement for each such Account may be transferred by the City to such other Account or Accounts of the
Revenue Fund as the City may in its sole discretion designate.

Rate Covenant

The City covenants in the Bond Ordinance to establish, maintain and collect at all times reasonable fees, charges
and rates for the use and service of the System, sufficient at all times (i) to pay Operation and Maintenance Costs
(including the amounts payable by the City to the Agency under the Intergovernmental Agreement; see THE
AGENCY AND THE CITY'S PAYMENT OBLIGATIONS TO THE AGENCY’ herein) (ii) to provide Net
Revenues in each Fiscal Year in the amount of not less than 120% of the Current Debt Service Requirement for all
Outstanding Bonds for such Fiscal Year, (iii) to provide such additional amounts as may be required to fund an
adequate depreciation fund and (iv) to provide for the creation and maintenance of the respective Accounts described
above. “Current Debt Service Requirement” means the amount required to be credited under the Bond Ordinance to
the Bond and Interest Account in a given Fiscal Year to pay debt service on Outstanding Bonds.

The City further covenants in the Bond Ordinance to charge against all users of the System, including the City,

such rates and charges for the use and service of the System as shall be adequate to meet the requirements of the rate
covenant.

16



City of Kankakee, Kankakee County, Illinois
Taxable Sewer Revenue Bonds, Series 2013A
Sewer Revenue Refunding Bonds, Series 2013B

Additional Bonds

The City reserves the right to issue additional bonds, at one time or from time to time, which are payable from
Net Revenues on an equal and ratable basis with the Bonds and the Prior Bonds (the “Parity Bonds”). Any Parity Bonds
shall mature as to principal on May 1 and as to interest on May 1 and/or November 1.

As provided in the Bond Ordinance, Parity Bonds may be issued, as the City Council of the City shall find
necessary and in the best interest of the City, for the purpose of paying the costs of repairs, replacements, renewals,
improvements and extensions to the System or to refund Outstanding Bonds or Prior Bonds, upon compliance with the
following conditions:

(a) The amounts required to have been credited to the Operation and Maintenance Account, the Bond and
Interest Account, the Bond Reserve Account and the Reserve and Replacement Account up to the date of
delivery of such Parity Bonds shall have been credited in full to those respective accounts; and

(b) The Net Revenues for the last completed Fiscal Year or the adjusted Net Revenues of the System, if such
revenues are adjusted as provided in the Bond Ordinance, are equal to not less than 125% of the
Maximum Annual Debt Service for all then Outstanding Bonds and the Parity Bonds then proposed to be
issued, but only for those Fiscal Years in which the Bonds Outstanding immediately before the issuance
of the Parity Bonds will continue to be Outstanding as provided in the Bond Ordinance.

“Net Revenues” for the purpose of condition (b) shall be evidenced by an audit of an independent certified public
accountant. If there shall have been an increase in the rates and charges for the use and service of the System from
the rates in effect for the immediately preceding Fiscal Year, which increase is in effect at the time of the issuance of
any such Parity Bonds, then the Net Revenues may be adjusted to reflect the Net Revenues of the System for the
immediately preceding Fiscal Year as they would have been had such then-existing rates been in effect during all of
such Fiscal Year. Any such adjusted Net Revenues shall be evidenced by the certificate of an independent consulting
engineer or an independent certified public accountant employed for that purpose, which certificate shall be filed with and
approved by the City Council of the City prior to the issuance of the Parity Bonds.

Notwithstanding the foregoing, the City may issue Parity Bonds (i) to refund Outstanding Bonds or Prior Bonds,
in order to avoid a default on such Outstanding Bonds or Prior Bonds, provided the Parity Bonds are issued within
three months of the date of such default, or (ii) to refund all or a part of the Bonds (with the consent of the holders of the
Bonds, unless provisions for the call and redemption of the Bonds is duly made), provided, that if only a portion of the
Bonds are to be refunded at any time, such Bonds shall not be refunded by Parity Bonds bearing interest at a rate
greater than the rate on the Bonds or maturing at a date earlier than the final maturity of the Bonds not refunded.

In addition, subordinate bonds or other subordinate obligations may be issued payable from the Revenues
subordinate to the Outstanding Bonds. Such subordinate bonds or obligations shall be payable, on an appropriate lien
basis, from or out of the Surplus Account.

Contracts or agreements, including long-term and take-or-pay contracts or agreements, for the treatment of
sewage which by their terms require payments by the City as an Operation and Maintenance Cost are excluded from the
application of the foregoing provisions pertaining to Parity Bonds and may be entered into by the City notwithstanding
any of the foregoing provisions.

17



City of Kankakee, Kankakee County, Illinois
Taxable Sewer Revenue Bonds, Series 2013A
Sewer Revenue Refunding Bonds, Series 2013B

Other Covenants

In addition to the covenants referred to above, the City has covenanted under the Bond Ordinance, so long as any
of the Bonds are outstanding, as follows:

(a)

(b)

©)

(d

The City will maintain the System in good repair and working order, will operate the same efficiently
and will faithfully and punctually perform all duties with respect to the System required by the
Constitution and laws of the State of Illinois;

The City from time to time will make all needful and proper repairs, replacements, additions, and
betterments to the System so that it may at all times be operated properly and advantageously; and when
any necessary equipment or facility shall have been worn out, destroyed, or otherwise is insufficient for
proper use, it must promptly replaced so that the value and efficiency of the System will be at all times
fully maintained;

The City will establish such rules and regulations for the control and operation of the System necessary for
the safe, lawful, efficient and economical operation of the System, and rates and charges shall be fixed and
revised from time to time as may be necessary to produce funds sufficient for all the purposes provided in
the Bond Ordinance until all of the outstanding Bonds, the Prior Bonds and Parity Bonds have been paid in
full, both as to principal and interest;

The City will maintain and keep proper books and accounts (separate and apart from all other records and
accounts of the City), in which complete entries shall be made of all transactions relating to the System.
Within 210 days following the close of each Fiscal Year, the City will cause the books and accounts of the
System to be audited by independent certified public accountants. That audit will be available for inspection
at all proper times to the registered owners of any of the Bonds. Each such audit, in addition to whatever
matters may be thought proper by the accountants to be included therein, shall, without limiting the
generality of the foregoing, include the following:

(i) A statement in detail of income and expenditures of the System for such Fiscal Year.

(i) A balance sheet as of the end of such Fiscal Year, including a statement of the amount held in each
of the Accounts of the Revenue Fund and comparable information from the previous Fiscal Year.

(iii) A description of all insurance policies pertaining to the System.

(iv) The number of customers of each type served by the System at the end of the Fiscal Year, the
number of metered customers and the number of metered customers at the end of the Fiscal Year,
the quantity of water pumped and the quantity of sewerage treated.

(v) Changes in the cost of purchased sewer services during such Fiscal Year.

(vi) A summary of rates in effect at the end of such Fiscal Year for services of the System and any
changes in such rates effective during such Fiscal Year.

(vii) The amount and details of all Outstanding Bonds and Prior Bonds.
(viii) The accountant’s comment regarding the manner in which the City has carried out the requirements

of the Bond Ordinance, and the accountant’s recommendations for any changes or improvements in
the operation of the System.
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All expenses of the audit shall be regarded and paid as Operation and Maintenance Costs.

The City will furnish a summary of the audit to any bondholder upon request.

(e)

()

€9)

(h)

@

The City will keep the books and accounts for the System in accordance with generally accepted fund
reporting practices for municipal enterprise funds; provided that the monthly credits to the Bond and
Interest Account, the Bond Reserve Account, and the Reserve and Replacement Account shall be in cash and
those funds shall be held separate and apart in cash and investments. For the purpose of determining whether
sufficient cash and investments are on deposit in such accounts under the terms and requirements of the
Bond Ordinance, investments shall be valued at amortized cost;

The City will not sell, lease, loan, mortgage or in any manner dispose of or encumber the System (subject
to the right of the City to issue Parity Bonds as provided in the Bond Ordinance, to issue bonds subordinate
to Outstanding Bonds and Prior Bonds, and to dispose of real or personal property which is no longer useful
or necessary to the operation of the System), and the City will take no action in relation to the System which
would unfavorably affect the security of the Outstanding Bonds and Prior Bonds or the prompt payment of
the principal and interest on the Outstanding Bonds. Any amounts received from the sale of property of the
System which is no longer useful or necessary to its operation shall be deposited to the credit of the Reserve
and Replacement Account;

Any holder or registered owner of a Bond may proceed by civil action to compel performance of all duties
required by law and the Bond Ordinance, including the making and collecting of sufficient charges and
rates for the service supplied by the System and the application of the income and revenue from it;

The City will carry insurance on the System of the kinds and in the amount which are usually carried by
private parties operating similar properties, covering such risks as shall be recommended by a competent
consulting engineer or insurance consultant employed by the City for the purpose of making such
recommendations. The City may alternatively self insure or provide insurance by means of a self-insurance
pool with other units of local government, provided that either private insurance is not available at a
reasonable cost to the City or the pool shall have assets or shall have created a self-insurance reserve fund in
an amount as shall be determined by a competent insurance consultant not to be unreasonable in view of the
risks insured.

All moneys received for loss under such insurance policies must be deposited to the credit of the Reserve
and Replacement Account and used in making good the loss or damage in respect of which they were paid,
either by repairing the property damaged or making replacement of the property destroyed, and provision
for making good such loss or damage shall be made within ninety (90) days from the date of the loss. The
payment of premiums, for all insurance policies and regular payments to a pool and regular accumulations
for a reserve required under the provisions of this covenant will be considered an Operation and
Maintenance Cost. The proceeds derived from any and all policies for workers’ compensation or public
liability or self-insurance reserve fund or pool for such purposes must be paid into the Operation and
Maintenance Account and used in paying the claims on account of which they were received;

The City will not provide any free System service, and, to the extent permitted by law, the City will not
grant a franchise for the operation of any competing sewerage system within the City; and
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(G) The City will adopt a budget for the System prior to the beginning of each Fiscal Year, subject to
applicable state law, providing for payment of all sums to be due in the Fiscal Year so as to comply with
the terms of the Bond Ordinance and of any long-term sewer service or supply agreements, provided that
such budget may include in its estimate of income, the use of available surplus moneys or other funds of the
City appropriated for the purpose. If during the Fiscal Year there are extraordinary unbudgeted receipts or
payments of unusual cost, the City will adopt an amended budget for the remainder of the Fiscal Year,
providing for receipts or payments pursuant to the Bond Ordinance.

THE AGENCY AND THE CITY’S PAYMENT OBLIGATIONS TO THE AGENCY

The Agency was established by the Member Municipalities (as more fully described below) for the purpose of
jointly treating and processing wastewater contributed by the Member Municipalities and any other private person or
public agency which contributes wastewater to the Facility for treatment. At present, only the Member Municipalities
contribute wastewater to the Facility for treatment.

The Agency is an independent political subdivision, and not a subordinate body of the Member Municipalities,
including the City. The Agency has the power of eminent domain, and does not need the approval of the Member
Municipalities or any other municipality or political body to exercise that power. In addition, the Agency's directors,
although appointed by the Member Municipalities, are not required to act in the best interests of the municipality that
appointed them.

The Member Municipalities have no ability to use (other than through purchase of services from the Agency) or
acquire any assets of the Agency, or to direct in any way the manner in which such assets are used.

History

Prior to 1988, the City and the Villages of Bradley and Bourbonnais, Illinois, owned and operated their own
wastewater treatment facilities. Between 1985 and 1987, in order to meet the growing wastewater treatment needs of the
region, the City expanded and improved its municipal sewerage treatment system into what became the Regional
Wastewater Treatment Facility (the “Facility”). The Facility became operational in 1989. Soon thereafter, the Villages
began diverting their wastewater to the Facility for treatment and, as required by state and federal environmental
agencies, abandoned their own sewerage treatment facilities.

The Intergovernmental Agreement

The Agency was established by the City and the Villages of Bradley, Bourbonnais and Aroma Park, Illinois
(collectively, the “Member Municipalities”), which entered into an Intergovernmental Agreement on May 1, 1996
(as subsequently amended and restated, the “Intergovernmental Agreement”), pursuant to applicable provisions of
Illinois Law. Under Article VII, Section 10 of the 1970 Constitution of the State of Illinois, units of local
government may contract among themselves to obtain or share services or to exercise, combine or transfer any
power or function in any manner not prohibited by law or ordinance. In addition, Sections 3 and 5 of the Illinois
Intergovernmental Cooperation Act, 5 ILCS 220/i et seq. (the Intergovernmental Cooperation Act”) provide that
any power(s), privileges or authority exercised by a “public agency” of the State of Illinois may be exercised jointly
with any other public agency in the State of Illinois, through the use of intergovernmental contracts to perform any
services that any of such public agencies is authorized to perform. As defined in Section 2 of the Intergovernmental
Cooperation Act, the term “public agency” includes both counties and municipalities (cities, towns and villages) of
the State of Illinois. Section 3.4 of the Intergovernmental Cooperation Act specifically authorizes municipalities
and counties in the State of Illinois to form an agency to provide for the treatment, carrying off and disposal of
wastewater of member municipalities and counties.
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The Intergovernmental Agreement was executed by the Member Municipalities on May 1, 1996, and was
amended and restated on March 1, 1999. The Intergovernmental Agreement established the Agency, provided for
its governance as described above, established its powers, provided for the Agency to operate and, at a future date
to acquire, own and operate, the Facility, empowered the Agency to establish and collect rates and charges for the
sewerage treatment services it provides, provided for the allocation of sewerage treatment capacity among the
Members, and obligated the Member Municipalities to pay for the services provided to them by the Agency.

Source of Agency Revenues

The Facility is the Agency's principal asset and is the source of its operating revenues. Under the
Intergovernmental Agreement, the Facility includes the regional wastewater treatment plant located in the City. The
Facility does not include the sewerage collection systems of the Member Municipalities, including the City, each of
which is owned and operated by the respective Member Municipality as a municipal sewerage enterprise system.
Each such municipal sewerage enterprise system is referred to as a “Municipal Sewerage System.”

Under the Intergovernmental Agreement, the Agency is responsible for operating the Facility and
providing wastewater treatment services to the four Municipal Sewerage Systems. The Agency operates the
Facility. The current treatment capacity of the Facility is 25.0 million gallons per day (“MGD”). The treatment
capacity of the Facility is allocated among the Member Municipalities pursuant to allocation agreements between
the Agency and each Member Municipality. Of the Facility's current treatment capacity, 24.9 MGD has been
allocated in this way. The remaining 0.1 MGD, and any future unallocated treatment capacity, arising from
improvements and additions to the Facility collectively termed “reserve capacity” in the Intergovernmental
Agreement, is required to be maintained for the future needs of the Member Municipalities and the needs of any
future non-Member customers. The Member Municipalities may elect to transfer treatment capacity allocated to
them that exceeds their needs to other Member Municipalities.

The Intergovernmental Agreement establishes separate “rate methodologies” pursuant to which the costs of
operation and maintenance of the Facility and the capital costs of improvements and replacements (collectively, the
“Facility Costs”) are allocated among the Member Municipalities. Operation and maintenance costs are allocated
in proportion to the hydraulic flow of wastewater, measured in millions of gallons per day, contributed by each
Member Municipality. At present, the City's average percentage of hydraulic flow is 61 %, which constitutes the
percentage of the Agency's operation and maintenance expense for which the City is currently responsible. The
City's percentage share of operation and maintenance costs can be expected to vary from time to time as the
proportion of the hydraulic flow of wastewater contributed by each Member Municipality changes. At present,
allocations of operation and maintenance costs are reviewed and (if necessary) changed annually based on the
prior year's aggregate contributions by each Member Municipality. The capital costs of the Agency, including
debt service on its bonds, are allocated among the Member Municipalities, including the City, based on an
agreed-upon formula. Debt service on the Agency Bonds is allocated among the Member Municipalities based
on the agreed percentage allocations shown in the table captioned “Capital Cost Allocations” below. The City is
currently responsible for 54.42% of the debt service on the Agency Bonds. All other capital costs, including
required monthly deposits into the Bond Reserve Account and the Depreciation Account and debt service on Parity
Bonds, are allocated among Member Municipalities based on their respective percentage shares of capacity
allocation.
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Operation and Maintenance Cost Allocation

Member Capacity Current Capacity Cost
Municipality Allocation (MGD) Usage (MGD) Allocation (%) Allocation (%)
Kankakee 13.6 3,816 54.42 65.45
Bourbonnais 7.4 1,118 29.72 19.17
Bradlev 3.8 876 15.26 15.03
Aroma Park 0.1 20 0.60 0.35
Totals: 24.9 5,831 100.00% 100.00%

Fiscal Year 2012 of KRMA.

Capital Cost Allocations

1999 Bonds Debt Other Capital
Member Municipality Service Allocation (%) Costs Allocation
Kankakee 54.42 54.42
Bourbonnais 29.72 29.72
Bradley 15.26 15.26
Aroma Park 0.60 0.60
Total: 100.00 100.00

See "Pro Forma Historical Debt Service Coverage" for an analysis of the historical pro forma debt service
coverage on the Bonds giving effect to the City's payment obligations to the Agency.

The Intergovernmental Agreement requires the Agency to bill each Member Municipality, by the 21st day of
each month, for its share of the Facility Costs, and further requires each Member Municipality to “include in its
annual appropriation or budget ordinance adequate funds for the aforementioned payments.” The Member
Municipalities also agreed in the Intergovernmental Agreement that payments to the Agency under the
Intergovernmental Agreement will be treated as operation and maintenance expenses of the respective
Municipal Sewerage Systems. Accordingly, payment for services provided by the Authority under the
Intergovernmental Agreement will have a priority with respect to the revenues of the respective Municipal
Sewerage Systems senior to any obligations of the Member Municipalities payable from such revenues. In the
Intergovernmental Agreement, the Member Municipalities agreed not to incur obligations payable from the
revenues of the respective Municipal Sewerage Systems senior to, or on a parity with, the Member Municipality's
payment obligations under the Intergovernmental Agreement.

Each Member Municipality is responsible only for the portion of the Facility Costs allocated to it. The Member
Municipalities are not jointly and severably liable for the Facility Costs. The Intergovernmental Agreement does not
provide for a “step up” of payments by non-defaulting Member Municipalities if one or more of the Member
Municipalities defaults in its payments under the Intergovernmental Agreement.
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THE SEWER SYSTEM

The System provides for the collection of wastewater from residential, commercial and industrial users within the
City and in limited unincorporated areas outside the City. The System contains over 100 miles of sanitary sewers
servicing 32 square miles of developed land inhabited by 27,537 people within the City. The System is designed to
serve an expanded area of 140 square miles with an estimated population of 75,000 surrounding the present service
area. The following table sets forth the trend of population in the service area since 1960.

System Service Area Population

Year Population
1960 27,666
1970 30,944
1980 30,141
1990 27,972

2000 27,491

2008 27,491
2009 27,491
2010 27,537

General Organization and Staffing. The Kankakee Environmental Services Utility (the “Utility”) was
established by ordinance of the City Council on April 18, 1988, as a non-regulated public utility of the City to be
operated independently as an enterprise fund of the City. The Utility is responsible for the operation and
maintenance of the Kankakee City Sewer System.

Prior to 1988, the Utility was known as the Department of Water of Pollution Control and was an executive
department of the City.

Oversight of Utility operations rests with 9-member Utility Board (the “Board”). The Mayor of the City serves
as Chairman of the Board. Other members include the City Clerk and seven City aldermen. Responsibility for the
day-to-day operations of the Utility rest with the Superintendent.

Currently, 54 employees serve the Utility in the following areas.

Administration: This group provides for overall management as well as clerical services, accounting, customer
billing and collections.

Field Operations: This group provides for sanitary sewer maintenance and repair, pump station operations
and maintenance, record keeping and engineering and construction activities.

Technical Services: This group provides for electrical, electronic and computer services.

Description of Physical Facilities. The System consists of approximately 100 miles of sewers. The System includes
collector sewers, interceptors, siphons and diversion structures.

Collector Sewer System: The collector sewer system is divided into seven subsystems which cover various
parts of the service area. The sewers range in size from 8 inches to 72 inches in diameter. The collector sewer
system also includes elliptical sewers ranging from 45 x 29 inches to 60 x 38 inches. Construction of the collector
sewer system began in 1890. Approximately 10% of the collector sewer system has been constructed since 1960.
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Interceptor Sewer System: Two major interceptors, the Shapiro Development Center Interceptor and the
River Interceptor, convey wastewater from the City's collector sewer system to the Facility. The Shapiro
Development Center Interceptor consists of approximately 6,600 feet of 30-inch and 33-inch concrete pipe. The
River Interceptor consists of approximately 21,000 feet of 18-inch up to 48-inch concrete pipe, constructed adjacent to
the Kankakee River. Approximately 75% of the interceptor sewer system has been reconstructed since 1989.

In recent years, the City has contracted for the construction of additional interceptor sewers to convey
wastewater to various lift stations, and from those lift stations to the Facility. The new interceptor sewers consist of
approximately 13,644 feet of concrete sanitary sewer pipe ranging in size from 24 inches to 72 inches.

Financial Operations

The City's Sewer Use Ordinance provides that the revenues of the City's sewerage system are to be reserved
and used exclusively for the operation, maintenance, rehabilitation and reconstruction of the sewerage system. The
current base charge for sewer service is $4.75 per 100 cubic feet of water utilized and there are two environmental
surcharges, as shown below. Water is provided by Consumers Illinois Water Company, the private water utility
serving the Kankakee area. Sewer service charges are established by City's Sewer Use Ordinance, as amended from
time to time, and are not subject to approval or review by any Federal or State authority.

The recent history of sewer service rates is shown as follows:

Rate per
Charge/Surcharge(1) 100
Cubic Feet

Base Use Charge $4.75
Biochemical Oxygen Demand
Surcharge per Ib. over 200 mg/1 0.40
Suspended Solids Surcharge per 1b.
over 250 mg/1 0.40

Note: (1) As of May 1, 2013.

See “Historical Revenue Available for Debt Service” for information regarding the historical System revenue
collections.

All sewer work performed within the City, or connecting to the City owned sewers, whether on private or public
property, is subject to approval of the Superintendent. All structures in the City must be connected to the System. There
is no competition for sewer service in the City. There are no significant developed areas within the City without
sanitary sewer service.

Number of Customers: The following table identifies the number of customers of the Sewer System by type for
fiscal years 2008 through 2012:

Fiscal Year Ended April 30

Customer Type: 2008 2009 2010 2011 2012
Residential and Commercial ..... 8,162 8,043 7,937 7,985 7,957
Industrial and Institutional........ 36 40 40 40 44
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Distribution of Revenues by Type of Customer. The following table identifies the approximate percentage
distribution of Revenues by type of account for fiscal years 2008 through 2012:

Fiscal Year Ended April 30

Customer Type: 2008 2009 2010 2011 2012
Residential and Commercial ..... $2,516,305 $2,672,471 $3,221,535 $3,372,606 $3,718,157
Industrial and Institutional........ 4,713,607 5,019,617 4,729,383 5,075,583 5,708,656

Revenue Produced by Largest Customers. The following table identifies the approximate percentage of Sewer
System revenues attributable to the largest customers of the Sewer System:

Fiscal Year

Name of Customer Description 2012%)
BASF .o Chemical Mft. .................... 29%
CSL Bearing..........ccccevvvvninninnnn, Biotherapy Industries ............ 20%
Bunge Foods.............ccoovvininnn.n. Vegetable Oil Mft. ............... 14%
DOW..ooiiiiiii Chemical Mft. .................... 8%
Del Monte.......coovveviiiiinnnnnnns Wholesale Vegetables/Fruit .... 2%
MIillipore ....ocvvvviiiiiiiiineniannans Bioprocessing Center ............ 2%
Riverside Hospital ...................... Regional Medical Center-........ 4%
DAWN ... Commercial Bakery.............. 5%
Shapiro Development Center ......... Hospital ........c.coovvvviininnnn.. 3%
Village of Chebanse.................... Government ....................... 2%

Billings and Collections. The sewer service charge is billed monthly to all customers except residential users
who pay annually in advance and receive a 5.0% discount. All billings are handled by the accounting office of the
Utility and all collections are performed by the Utility. Upon collection of the sewer service charge, the Utility
deposits the payments received into a clearing account. Once the payments clear, the transfer of all sewer funds to
the Revenue Fund is made.

The number of residential and commercial accounts has remained fairly constant over the last five years.

Large industrial users of the Utility are billed for flow and strength of the wastewater discharged. The rates
for surcharged strength are established by ordinance and assure that industrial users pay their proportionate share
of the cost of service.

Payments are due 20 days from the date of the bill and a late payment charge of 1.5% of the outstanding
balance per month is assessed to all delinquent customers. Delinquency notices are sent to customers whenever
their account becomes 60 days delinquent.

The contract collection agreement with Aqua Illinois results in collections of 99+ % of billings.

Planning and Annual Budget Review. The Superintendent is responsible for preparation of the annual budget
and presentation to the Utility Board for review. Following budget review and approval by the Board at a regular
public session, the Superintendent presents the budget along with an appropriation ordinance to the City Council for
first and second readings at regular public meetings.
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Upon final approval of the appropriation ordinance, the budget is administered by the Superintendent with
monthly approval of revenues and expenditures by the Utility Board. Modification of the annual appropriations
requires City Council approval.

SEWER DEBT INFORMATION

After issuance of the Bonds, the City will have outstanding $14,105,000 of sewer revenue bonds.

Outstanding Sewer Revenue Bonds(/)
(Principal Only)

The Bonds
Taxable Taxable Tax-Exempt Taxable Tax-Exempt Cumulative
Calendar Series Series Series Series Series Total Principal Retired
Year 2009 2010A 20108 2013A 20138 Debt Amount Percent
2013 .... $ 230,000 $ 0 $ 220,000 $ 0 s 0 § 450,000 $ 450,000 3.19%
2014 .. .. 240,000 0 225,000 0 0 465,000 915,000 6.49%
2015 .. .. 250,000 0 230,000 0 0 480,000 1,395,000 9.89%
2016 .. .. 260,000 0 240,000 0 0 500,000 1,895,000 13.43%
2017 ... 270,000 0 245,000 215,000 0 730,000 2,625,000 18.61%
2018 .. .. 280,000 0 250,000 220,000 0 750,000 3,375,000 23.93%
2019 ... 295,000 0 260,000 230,000 0 785,000 4,160,000 29.49%
2020 .. .. 310,000 0 270,000 235,000 0 815,000 4,975,000 35.27%
2021 ... 325,000 0 280,000 245,000 0 850,000 5,825,000 41.30%
2022 . ... 345,000 0 290,000 260,000 0 895,000 6,720,000 47 .64%
2023 .. .. 365,000 300,000 0 270,000 0 935,000 7,655,000 54.27%
2024 .. .. 385,000 310,000 0 285,000 0 980,000 8,635,000 61.22%
2025 . ... 0 320,000 0 210,000 95,000 625,000 9,260,000 65.65%
2026 .. .. 0 330,000 0 0 320,000 650,000 9,910,000 70.26%
2027 ... 0 340,000 0 0 330,000 670,000 10,580,000 75.01%
2028 .. .. 0 355,000 0 0 345,000 700,000 11,280,000 79.97%
2029 .. .. 0 365,000 0 0 365,000 730,000 12,010,000 85.15%
2030 .. .. 0 380,000 0 0 380,000 380,000 12,390,000 87.84%
2031 .. .. 0 0 0 0 400,000 400,000 12,790,000 90.68%
2032 ... 0 0 0 0 415,000 415,000 13,205,000 93.62%
2033 .. .. 0 0 0 0 440,000 440,000 13,645,000 96.74%
2034 .. .. 0 0 0 0 460,000 460,000 14,105,000 100.00%
Total . $3,555,000  $2,700,000 $2,510,000 $2,170,000  $3,550,000  $14,105,000

Note: (1) Source: the City.
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Pro Forma Debt Service Coverage
Sewer Revenue Bonds

Net Revenue The Bonds Total

Fiscal Available For Series Series Series Series Series Debt

Year Debt Service(1) 2009 2010A(2) 2010B 2013A 2013B Service Coverage
2013 ..... $1,849,712 $404,548 $ 90,065 $301,370 $ 0 $ 0 $ 795,983 2.32x
2014 ... .. 1,849,712 407,188 90,065 300,870 68,713 121,274 988,110 1.87x
2015 ... .. 1,849,712 408,788 90,065 300,245 93,347 164,750 1,057,194 1.75x%
2016 .. ... 1,849,712 409,288 90,065 303,345 93,347 164,750 1,060,794 1.74x
2017 ... .. 1,849,712 408,108 90,065 301,145 308,347 164,750 1,272,414 1.45x%
2018 ... .. 1,849,712 405,283 90,065 298,795 307,090 164,750 1,265,983 1.46x
2019 ..... 1,849,712 406,283 90,065 301,045 310,248 164,750 1,272,391 1.45x%
2020 ... .. 1,849,712 406,090 90,065 301,815 306,439 164,750 1,269,159 1.46x
2021 ... .. 1,849,712 404,660 90,065 302,230 307,439 164,750 1,269,144 1.46x
2022 ... .. 1,849,712 407,110 90,065 301,310 310,728 164,750 1,273,963 1.45x
2023 ... .. 1,849,712 408,135 390,065 0 308,300 164,750 1,271,250 1.46x
2024 ... .. 1,849,712 407,330 391,238 0 310,394 164,750 1,273,712 1.45x%
2025 ... .. 1,849,712 0 391,860 0 220,773 259,750 872,383 2.12x
2026 ... .. 1,849,712 0 391,916 0 0 480,594 872,510 2.12x
2027 ... .. 1,849,712 0 391,480 0 0 476,594 868,074 2.13x
2028 ... .. 1,849,712 0 394,325 0 0 477,156 871,481 2.12x
2029 ..... 1,849,712 0 391,634 0 0 482,063 873,697 2.12x
2030 ..... 1,849,712 0 393,585 0 0 480,181 873,766 2.12x
2031 ..... 1,849,712 0 0 0 0 482,606 482,606 3.83x
2032 ... .. 1,849,712 0 0 0 0 479,106 479,106 3.86x
2033 .. ... 1,849,712 0 0 0 0 483,875 483,875 3.82x
2034 ... .. 1,849,712 0 0 0 0 482,425 482,425 3.83x

Notes: (1) Based on the City's fiscal year 2012 net revenues of the Utility.
(2) Debt service after Treasury rebate.
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Historical Revenue Available for Debt Service

Fiscal Years Ending April 30

2008 2009 2010 2011(2) 2012(2)

Operating Revenues(1l)..................... $7,312,823 $7,825,459 $ 7,950,919 $8,448,189 $9,426,813
Less: Operating Expenses(1l)............... (7,036,919) (7,996,216) (7,386,910) (3,789,212) (3,312,357)
Add: Depreciation........................ 969,357 942,923 994,179 0 0
Add: Interest Earnings................... 143,514 21,830 0 0 327
Less: Kankakee River Metropolitan Agency .. 0 0 0 (3,203,020) (4,265,071)
Net Revenue Available for Debt Service.. $1,388,775 $ 793,996 $ 1,558,188 $1,455,957 $1,849,712

Notes: (1) Does not include hydroelectric and solid waste revenues and expenditures.
(2) Format change.

THE PURPOSE - The 2013A BONDS

The 2013A Bonds are being issued to pay capitalized interest on the Bonds for the period through May 1, 2016;
to pay back a loan that the City’s Water Fund took out from the City’s General Fund; to provide funds for deposit to
the debt service reserve account in accordance with the Bond Ordinance and to pay the costs of issuing the 2013A
Bonds.

Series 2013A
Sources and Uses

Sources:

Bond Proceeds .................. $2,170,000

Uses:

Loan Repayment................ $1,000,000

Reserve Fund Deposit ......... 414,000

Capitalized Interest............. 706,181

Cost of Issuance................. 48,719

Contingency ............c.cc..... 1,100
Total ......cooviiniiiin. $2,170,000
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PLAN OF FINANCING - THE 2013B BONDS

The 2013B Bond proceeds will be used to fund an escrow to defease a portion of the City's outstanding 2007A
Bonds and to defease a portion of the City's outstanding 2009B Bonds (together, the "Defeased Bonds") below.

The 2007A Bonds

Outstanding Outstanding Amount
Maturities Amount Defeased
01/01/2014.............. $ 240,000 $160,000
01/01/2015.............. 260,000 170,000
01/01/2016.............. 265,000 175,000
01/01/2017.............. 95,000 0
01/01/2018.............. 110,000 0
01/01/2019.............. 125,000 0
01/01/2020.............. 140,000 0
01/01/2021.............. 160,000 0
01/01/2022.............. 170,000 0
01/01/2023.............. 180,000 0
01/01/2024.............. 600,000 0
01/01/2025.............. 635,000 0
01/01/2026.............. 670,000 0
01/01/2027.............. 700,000 0

Total ................... $4,350,000 $505,000

The 2009B Bonds

Outstanding Outstanding Amount
Maturities Amount Defeased
01/01/2014.............. $1,670,000 $ 545,000
01/01/2015.............. 2,275,000 520,000
01/01/2016.............. 975,000 535,000
01/01/2017.............. 1,045,000 560,000
01/01/2018.............. 1,360,000 215,000
01/01/2019.............. 1,500,000 0
01/01/2020.............. 610,000 0
1/1/2025(1) ............. 215,000 0

Total ................... $9,650,000 $2,375,000

Note: (1) Term bond.

Bond proceeds will be used to purchase direct full faith and credit obligations of the United States of America
(the “Government Securities”), the principal of which together with interest to be earned thereon will be sufficient (i) to
pay when due the interest on the Defeased Bonds as stated above, and (ii) to pay principal of and call premium, if any,
on the Defeased Bonds on their respective redemption dates. The remaining bond proceeds will be used to pay the
costs of issuing the Bonds.

The Government Securities will be held in an escrow account created pursuant to an escrow agreement (the

“Escrow Agreement”) dated as of August 6, 2013, between the City and U.S. Bank National Association, Chicago,
Illinois, as Escrow Trustee (the “Escrow Trustee”).
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THE PURPOSE - The 2013B BONDS

The 2013B Bonds are being issued to fund an escrow for the Defeased Bonds; to provide funds for deposit to
the debt service reserve account in accordance with the Bond Ordinance and to pay costs of issuing the 2013B Bonds.

Series 2013B
Sources and Uses

Sources:

Par Amount...........ceoeeun.... $3,550,000

Original Issue Discount ....... (54,628)
Total vovneeeeeeeiian, $3,495,372

Uses:

ESCrOW ..ovvvvviiiiiiiiiiinn, $3,062,011

Reserve Fund Deposit ......... 351,000

Cost of Issuance................. 79,702

Contingency ..............ce.v... 2,659
Total covneeeieieiiieia, $3,495,372

The mathematical calculations: (a) of the adequacy of the deposit made pursuant to the Escrow Agreement to
provide for the payment of certain interest, principal and call premiums on the Refunded Bonds, and (b) supporting the
opinion of Bond Counsel that the interest of the Bonds is excludable from gross income of the owners thereof for
federal income tax purposes will be verified by Dunbar Breitweiser & Company, LLP, Bloomington, Illinois,
Independent Certified Public Accountant, at the time of delivery of the Bonds. All moneys and Government Securities
deposited for the payment of Refunded Bonds, including interest thereon, are required to be applied solely and
irrevocably to the payment of the Refunded Bonds.

SUMMARY OF CERTAIN PROVISIONS OF THE BOND ORDINANCE
The following is a summary of certain provisions of the Bond Ordinance. This summary is not to be
considered a full statement of the terms of the Bond Ordinance and is qualified by reference thereto and is subject to the
full text of the Bond Ordinance.
Definitions

As used or referred to in the Bond Ordinance, unless a different meaning clearly appears from the context:

“Bond” or “Bonds” means one or more, as applicable, of the Bonds authorized to be issued by the Bond
Ordinance.

“Bond Ordinance” means the ordinance adopted by the City Council of the City on July 15, 2013, authorizing
the issuance of the Bonds.

“Bond Register” means the books of the City kept by the Bond Registrar to evidence the registration and transfer of
the Bonds.
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“Bond Registrar” means the City Comptroller, Kankakee, Illinois, or a successor designated as Bond Registrar
under the Bond Ordinance.

“Bond Year” means that twelve calendar month period beginning May 2 of any calendar year and ending. on
May 1 of the following year.

“City” means the City of Kankakee, Kankakee County, Illinois.
“City Council” means the City Council of the City.
“Code” means the Internal Revenue Code of 1986, as amended.

“Current Debt Service Requirement” means, for any Bond Year, the aggregate Principal Requirement and the
Interest Requirement for such Bond Year.

“Depository” means The Depository Trust Company, New York, New York, or successor or assign duly
qualified to act as a securities depository with respect to the Bonds.

“Fiscal Year” means a twelve-month period beginning May 1 of the calendar year and ending on the next
succeeding April 30.

“Interest Requirement” means, for any Bond Year, the aggregate amount of interest due and payable on
Outstanding Bonds during such Bond Year.

“Maximum Annual Debt Service” means an amount of money equal to the highest future aggregate Principal
Requirement and Interest Requirement of all Outstanding Bonds required to be deposited into the Bond and Interest
Account continued by the Bond Ordinance in any Fiscal Year, including and subsequent to the Fiscal Year in which the
computation is made. Any Outstanding Bonds required to be redeemed pursuant to mandatory redemption from the Bond
and Interest Account shall be treated as falling due on the date required to be redeemed (except in the case of failure to
make any such mandatory redemption) and not on the stated maturity date of such Outstanding Bonds.

“Net Revenues” means Revenues minus Operation and Maintenance Costs.

“Operation and Maintenance Costs” means all costs of operating, maintaining and routine repair of the System,
including wages, salaries, costs of materials and supplies, power, fuel, insurance, purchase of water or sewage
treatment services (including, specifically, all payments by the City to the Kankakee River Metropolitan Agency
pursuant to long term contracts for such services); but excluding debt service, depreciation, replacement or any reserve
requirements; and otherwise determined in accordance with generally accepted principles for municipal enterprise
funds.

“Outstanding” when used with reference to Bonds, Prior Bonds and any Parity Bonds means Bonds, Prior Bonds
and Parity Bonds which are outstanding and unpaid; provided, however, that such term shall not include the Bonds, Prior
Bonds or Parity Bonds (i) which have matured and for which moneys are on deposit with proper paying agents, or are
otherwise properly available, sufficient to pay when due all principal thereof and interest thereon, or (ii) the provision for
payment of which has been made by the City by the deposit in an irrevocable trust or escrow of funds or direct, full
faith and credit obligations of the United States of America, the principal of and interest on which will be sufficient to
pay at maturity or as called for redemption all the principal of and interest on such Bonds, Prior Bonds or Parity Bonds.

“Parity Bonds” means bonds or any other obligation to be issued subsequent in time to the Bonds and which will
share ratably and equally in the Net Revenues with the Prior Bonds and the Bonds.

31



City of Kankakee, Kankakee County, Illinois
Taxable Sewer Revenue Bonds, Series 2013A
Sewer Revenue Refunding Bonds, Series 2013B

“Paying Agent” means the City Comptroller, Kankakee, Illinois, or its successors or assigns under the Bond
Ordinances.

“Principal Requirement” means, for any Bond Year, the aggregate principal amount of Outstanding Bonds due and
payable during such Bond Year.

“Qualified Investments” means any investment authorized for the investment of funds of the City under the laws
of the State of Illinois.

“Revenue Fund” means the Waterworks and Sewerage Fund of the City heretofore created and expressly
continued by the Ordinance.

“Revenues” means all income from whatever source derived from the System, including (i) investment income;
(ii) connection, permit and inspection fees and the like; (iii) penalties and delinquency charges; (iv) capital development,
reimbursement, or recovery charges and the like; (v) annexation or pre-annexation charges insofar as designated by the
City Council as paid for System connection or service; but excluding expressly (a) non-recurring income from the sale
of property of the System; (b) governmental or other grants; (c) advances or grants made from the City or any other
governmental entity; and as otherwise determined in accordance with generally accepted accounting principles for
municipal enterprise funds.

“Series 2009 Bonds” means the Taxable Sewer Revenue Bonds, Series 2009, of the City.

“Series 2010A Bonds” means Taxable Sewer Revenue Bonds, Series 2010A (Recovery Zone Economic
Development Bonds-Direct Pay), of the City.

“Series 2010B Bonds” means the Sewer Revenue Bonds, Series 2010B, of the City.
“Series 2013A Bonds” means the Taxable Sewer Revenue Bonds, Series 2013A, of the City.

“Series 2013B Bonds” means the Sewer Revenue Refunding Bonds, Series 2013B of the City.

“System” refers to all property, real, personal or otherwise owned or to be owned by the City or under the control
of the City, and used for waterworks and sewerage purposes, including any and all further extensions, improvements
and additions to the System.

Bond Ordinance to Constitute Contract

In consideration of the purchase and acceptance of the Bonds by those who shall hold the same from time to
time, the provisions of the Bond Ordinance shall be deemed to be and shall constitute contracts between the City and
the holders from time to time of the Bonds. The pledges made in the Bond Ordinance and the covenants and
agreements set forth to be performed on behalf of the City shall be for the equal benefit, protection and security of the
holders of any and all of the Bonds, all of which, regardless of the time or times of their issue or maturity, shall be of
equal rank without preference, priority or distinction of any of the Bonds over any other thereof except as expressly
provided in or pursuant to the Bond Ordinance.

Limited Obligation of Bonds

The Bonds shall be limited obligations of the City payable from the Net Revenues of the System, and the
moneys, securities and funds pledged therefor under the Bond Ordinance, subject to the withdrawal and application of
such moneys, securities and funds in accordance with the provisions of the Bond Ordinance. The Bonds shall not be
deemed to constitute general obligations of the City. Neither the full faith and credit nor the general taxing power of
the City is pledged to the payment of the principal of or interest on the Bonds.
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SEWER SYSTEM FINANCIAL INFORMATION
The following tables are summaries, excerpted from the audited financial statements of the City, copies of
which are available upon request. Please see APPENDIX A for excerpts from the City's 2012 audited financial

statements.

Utility Fund
Statement of Net Assets

Audited As of April 30

2008 2009 2010 2011 2012
ASSETS:
Current Assets:
Cash and Investments........................... $ 1,113,280 $ 317.849 $ 3,004,184 $ 2,110,454 $ 968,012
Restricted Cash and Investments................ 62,885 312,207 791,598 1,592,080 782,145
Receivables, Net:
Due From Joint Venture......................... 0 0 0 267,939 4,000,000
Due From Other Government Agencies............. 445 492 362,947 496,159 0 30,369
Due From Other Funds........... ... ... ... ....... 120,243 120,243 120,243 485,785 222,039
Accounts Receivable......... .. ... .. ... .. ...... 2,163,191 2,419,908 1,204,265 1,253,575 1,544,697
Inventory. ... 0 0 0 0 41,541
Prepaid Ttems...... ... ... .. ... . 51,301 39,376 121,765 82,699 156,748
Total Current Assets.......................... $ 3,956,392 $ 3,572,530 $ 5,798,214 $ 5,792,532 $ 7,745,551
Non-Current Assets:
Other Restricted Cash and Investments.......... $ 1,117,285 $ 1,913,094 $ 1,237,779 $ 1,167,569 $ 2,037,173
Capital Assets:
Non-Depreciable................. ... ... ... ..... 912,417 1,663,657 1,412,670 798,738 1,605,041
Depreciable, Net............................... 25,668,761 24,757,871 25,238,006 26,205,004 26,937,325
Unamortized Bond Issuance Cost.................. 252,302 93,473 200,153 259,202 239,820
Investment in Joint Venture..................... 680,570 405,678 74,839 (295,302) (473,288)
Total Non-Current Assets...................... $28,631,335 $28,833,773 $28,163,447 $28,135,211 $30,346,071
Total Assets. .. ... ... .. ... . . . ... $32,587,727 $32,406,303 $33,961,661 $33,927.,743 $38,091,622
LIABILITIES:
Current Liabilities:
Accounts Payable...... .. ... .. ... . ... .. .. .... $ 324,890 $ 223,970 $ 294,877 $ 303,853 $ 558,244
Accrued Wages Payable.......................... 72,327 88,139 103,847 134,374 146,761
Accrued Employee Absences...................... 67,000 55,000 60,000 204,000 391,000
Due to Other Funds......... ... .. ... .......... 440,592 490,007 5.467 2,086 292,374
Revenue Bonds Payable Within One Year.......... 555,000 175,000 400,000 440,000 450,000
Total Current Liabilities..................... $ 1,459,809 $ 1,032,116 $ 864,191 $ 1,084,313 $ 1,838,379
Non-Current Liabilities:
Accrued Employee Absences...................... $ 320,800 $ 348,000 $ 443,000 $ 287,100 $ 460,500
Net Other Post-Employment Benefit Obligations .. 0 20,845 52,639 72,957 135,186
Note Payable............. ... ... ... ... .. ... .. ... 0 0 0 0 4,000,000
Revenues Bonds Payable............ ... ... ... .... 5,493,923 2,795,000 6,382,055 8,621,541 8,180,717
Total Non-Current Liabilities................. $ 5,814,723 $ 3,163,845 $ 6,877,694 $ 8,981,598 $12,776,403
Total Liabilities............................. $ 7,274,532 $ 4,195,961 $ 7,741,885 $10,065,911 $14,614,782
NET ASSETS:
Invested in Capital Assets, Net of Related Debt. $20,532,255 $23,451,528 $19,868,621 $22,355,160 $20,361,649
Restricted for Debt Service..................... 1,117,285 2,225,301 1,395,031 2,037,167 2,037,173
Unrestricted. ... ... .. ... ... . ... ... .. ... ... ... ... 3,663,655 2,533,513 4,956,124 (530,495) 1,078,018
Total Net Assets............ .. ... ............ $25,313,195 $28,210,342 $26.,219,776 $23,861,832 $23,476,840
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OPERATING REVENUES:
Charges for Services:
Sewer Charges. ............ ... i
Solid Waste Charges.............. ... ... ... ......
PubTic Works Revenue............................
Fuel system Maintenance Revenue.................
Intergovernmental ....... .. .. .. ... ... ... ... ...,
Miscellaneous Charges...........................
Hydroelectric Revenues..........................
Total Operating Revenues.......................

OPERATING EXPENSES:
Administration...... ... ... ... ... ... ... ... ...
Sanitary Sewers......... ...
Remote Stations.......... .. ... .. ... .. ... .. ...
Lab and Industrial Services......................
Technical Services......... ... ... . ... . .......
Building Maintenance........... ... ... ... ... .....
Treatment Charges....... ... ... ... . ... ... ... .......
Sewer Charges. . .......... . . .. . . .
Solid Waste........ ... . . . . ...
PubTic Works. ... ... .. .. . .
Depreciation. ...... ...
Total Operating Expenses.......................

Operating Income (LOSS) ..........ccoviiiiiaoio...

NON-OPERATING REVENUES (EXPENSES):
Equity Interest in Joint Venture Operating Income
Gain (Loss) on Disposal of Property and Equipment
Interest Income.. ... ... ... ..
Bond Interest Rebates............................
Interest Expense. ... ... ... ..
Other EXpense. ... ...
Grant Revenue. ... ... ... ... . ..
Other Income....... ... ... . . ...
Total Non-Operating Revenues (Expenses)........

Income Before Transfers..........................
Transfers In (Out) ........ ... ... ... ... .........
Contributions of Capital Assets..................
Special Item..... ... ... .. .. .. . ... ... ...
Change in Net Assets........ ... ... .. ... .........

Net Assets, May 1 ....... ... . ... ... .. ... . ... .....
Net Assets, April 30....... ... .. ... . ...........

Revenues and Expenditures

Utility

Fund

Audited for the Fiscal Year Ending April 30

2008 2009 2010 2011(1) 2012(2)
$ 7.229.906 $ 7,692,088 $ 7.872.919 $ 8.448.189 $ 9.426.813
1,511,626 2,179,263 0 2,655,098 2,576,934
0 0 0 680,512 355,602
0 0 0 97.207 18.363
0 0 0 113,749 116,369
0 0 0 0 75,282
82,917 133,371 0 0 0
$ 8.824.449 $10.004,722 $ 7.872.919 $11.994,755 $12.569,363
$ 1,792,443 $ 1,515,084 $ 1,572,062 $ 2,024,575 $ 1,648,657
799.739 941,458 442,261 629,511 583,588
258,583 245,121 282,652 322,435 322,435
424,433 485,665 474,166 463,000 461,192
438,521 656,305 590,119 528,787 618,920
82,917 400,575 339,283 147,525 217,928
0 0 0 3,203,020 4,265,071
2,270,926 2,809,085 2,692,188 0 0
1,529,759 1,898,607 0 2,855,897 4,521,704
0 0 0 1,734,360 0
969.357 942.923 994.179 1.190.726 1.287.837
$ 8,566,678 $ 9.894,823 $ 7,386,910 $13,099,836 $13,927,332
$ 257,771 $ 109.899 $  486.009 $(1.105,081) $(1,357,969)
$ (450,836) $ (274.892) $  (330.839) $ (370.141) $ (177.986)
0 0 0 0 (73.311)
143,514 21,830 1,895 5,822 327
0 0 0 30,499 73,690
(586.146) (2,025,094) (225.,243) (446.419) (453.072)
0 (5.493) 0 0 0
6.832 0 0 0 0
132,152 0 10,821 0 0
$  (754.484) $(2.283.649) $  (543,366) $  (780.239) $  (630,352)
$ (496.713) $(2,173,750) $(57,357) $(1,885,320) $(1,988,321)
14,372 4,931,639 (1,457,346) (794.,966) 139,797
0 0 0 1,468,632 0
0 0 0 (284.986) 0
$  (482,341) $ 2,757,889 $(1,514,703) $(1,496,640) $(1,848,524)
$25.795.536 (3) $25.452,453 (3) $27.734.479 (3) $26.499.569 (3) $25.002.929
$25.313.195 $28,210,342 $26.219.776 $25,002,929 $23,154,405

Notes: (1) Includes Sewer Utility and Solid Waste Utility.

(2) Kankakee Municipal Utility Fund.
(3) As restated.
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Utility Fund
Budget Financial Information
Budgeted Twelve Projected
Months Ending Year Ending
April 30, 2013 April 30, 2013

OPERATING REVENUES:
Charges For Services........................ $11,911,310 $11,540,687
Other Operating Revenues .................... 640,000 628,254
Total Operating Revenues .................. $12,551,310 $12,168,941

OPERATING EXPENSES:
Personnel Services.......................... $ 4,977,441 $ 5,260,226
Contractual Services........................ 6,445,314 6,796,259
Commodities ... ... ... ... ... . ... 1,224,328 935,546
Depreciation...... ... 1,255,224 1,255,224
Other Charges....... ... ... ... ... ... ........ 0 0
Total Operating Expenses .................. $13,902,307 $14,247,255
Operating Income.............. ... .......... $(1,350,997) $(2.078,314)

NONOPERATING REVENUES (EXPENSES):
Interest Expense............................ $ (450,000) $ (450,000)
Total Nonoperating Revenues ............... $  (450,000) $  (450,000)
Transfers, Net ... ... ... ... ... ... .......... $ 1,450,000 $ 950,000
Change In Net Assets........................ (350,997) (1,578,314)
Total Net Assets, Beginning of Year ......... $23,476,840 $23,476,840
Prior Period Adjustment ..................... 0 0
Total Net Assets, Ending of Year............ $23,125,843 $21,898,526
THE CITY

Location, Organization and Government

The City is located approximately 60 miles south of Chicago in the northeastern section of the State of Illinois.
The City has extended its boundaries in a southerly direction through annexation. Since 1990, the area of the City has
grown from 10.2 square miles to the current 14.5 square miles, an increase of 42% in land area. The City acts as the
industrial and service center for the Kankakee metropolitan area. With a current population of 27,537, the City
operates as the center of a metropolitan populace of approximately 65,000 people and is the county seat of Kankakee
County (the “County”), which has a population of 103,833 people.

The City was incorporated in 1865 and since 1970, by virtue of its population size, has operated as a home rule
unit of government pursuant to the Illinois Constitution. The City is governed by an elected mayor and a City Council
comprised of 14 aldermen. Two aldermen are elected from each of the City’s seven wards for four-year terms.
Mayoral elections are held every four years.
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The City provides a full range of public services including public safety (police, fire, and emergency
ambulance), street and public infrastructure maintenance, sanitation, sanitary sewer collection, storm drainage, health
and social services, culture and recreation, municipal planning and zoning, and general administrative services. Water
service is provided by Aqua Illinois, Inc., a private utility.

The Kankakee River

One of the City’s greatest assets from an economic and recreational standpoint is the Kankakee River, which
flows in a northwesterly direction through the middle of the City from Indiana toward the Illinois River. At the point
where it flows through the City, the river is about one-quarter of a mile wide. There are several City parks along the
river’s edge that provide opportunities for fishing and boating. Many of the City’s historic homes with the highest
median value are situated in close proximity to the river. During the summer months, the City hosts the National
Power Boat Championship Races on the river that draws many boaters and tourists to the area. About seven miles
northwest of the City is Kankakee River State Park, which covers an area of about 4,000 acres and attracts thousands of
tourists to the area annually.

The Kankakee River serves as the source of drinking water supplied by Aqua Illinois, Inc., a private utility,
for the metropolitan area. The river has a dam close to the downtown area of the City, which permits a City owned
low-head hydroelectric plant to generate electricity for the operation of the wastewater utility of KRMA.

Transportation

The City is situated in the center of Kankakee County, which is contiguous to Will County on its northern
border. One of the nation’s major north-south routes, I-57, lies along the eastern side of the City and places the City
approximately one hour from Chicago. The City is about 30 miles south of I-80, one of the major east-west highways
connecting the east and west coasts of the nation. The City’s public road transportation needs are met by Greyhound
bus line as well as the City’s metropolitan bus service. Railroads serving the County include Illinois Central Gulf
(owned by Canadian National Railroad) and Conrail (owned by Norfolk Southern), with Amtrak providing passenger
service. The Kankakee Valley Airport is located at the southern edge of the City (two miles south of the City
downtown business district) and has hangar space for 76 aircraft. The airport is utilized by general aviation aircraft and
corporate planes.

Education

Kankakee School District Number 111 serves the educational needs of students pre-kindergarten through grade
twelve. Current enrollment is approximately 5,900. There are several institutions of higher learning located within and
near the City. Olivet Nazarene University is a four-year liberal arts facility in Bourbonnais with some 4,600 students
enrolled (2,600 are undergraduates). Its campus covers 250 acres and contains 30 buildings. Governor’s State
University (an upper division university) begins work at the junior baccalaureate level. There are about 7,500 students
attending this institution which is situated on 750 acres in University Park. Two year undergraduate programs are
offered at Kankakee Community College (KCC) in the City. KCC serves about 3,000 students at its 160 acre campus.
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SOCIOECONOMIC INFORMATION
Employment
The following is a list of large employers located in the City and in the surrounding area.

Largest Regional Employers(/)

Approximate
Name Product/Service EmpToyment
Riverside Healthcare....... ... ... ... ... ... ........... Regional Medical Center.............................. 2,254
Shapiro Development Center............................... Hospital. ..o 1,400
St. Mary's Hospital (Provena) ............................ Hospital. .. ... o 1,199
CIGNA (Connecticut General Insurance) .................... Insurance Claims Processing.......................... 900
CSL Behring. ... ... Pharmaceuticals....... ... ..o 804
Kankakee School District No. 111......................... Education. ... ... ... . 760
Baker & TayTor Company ..........c.ooiiiiioneaiaa. . Book Distribution......... ... .. ... . ... . ... . ... ... . ... 600
Kankakee County Government .............. ... ... .......... Government . . ... 536
0Tivet Nazarene University............................... Private University.......... . ... . . ... ... ... . ... .. 531
Sears Logistics Services....... ... .. ... Midwest Product Distribution......................... 388
Kankakee Community College......... ... ... .. ... . ... ........ Education. ... ... .. . . . 385
I1Tinois Veterans' Home. ... ... ... ... ... . .. ... ... ... ...... Nursing Home. . ... ... ... . 335
Van Drunen Farms . ... .. Freeze Dried Fruit and Vegetables.................... 302
City of Kankakee .. ... ... ... .. . . . . . . City Government. . ... ... ... . . . . .. . .. 301
Armstrong World Industries, Inc........ ... ... ... ........ VinyT Tale. o 270

Note: (1) The City.

The following tables show employment by industry and by occupation for the City, Kankakee County (the
“County”) and the State of Illinois (the “State”) as reported by the U.S. Census Bureau 2007-2011 American
Community Survey 5-year estimated values.

Employment By Industry(/)

The City Kankakee County State of Illinois
Classification Number Percent Number Percent Number Percent
Agriculture, Forestry, Fishing and Hunting, and Mining... 257 2.4% 1,127 2.3% 63,960 1.1%
Construction. ... ... . 575 5.4% 3,255 6.5% 343,232 5.7%
Manufacturing. ... ... . . . 1,546 14.5% 6,366 12.7% 775,663 12.8%
Wholesale Trade. ... ... ... . . . . . .. 347 3.3% 2,002 4.0% 196,738 3.3%
Retail Trade. ... ... .. 1,088 10.2% 6,179 12.4% 659,708 10.9%
Transportation and Warehousing, and Utilities............ 598 5.6% 3,302 6.6% 355,486 5.9%
Information. .. ... ... .. . . . . . . . 141 1.3% 708 1.4% 135,688 2.2%
Finance and Insurance, and Real Estate and Rental and Leasing 531 5.0% 2,912 5.8% 466,468 7.7%
Professional, Scientific, and Management, Administrative,
and Waste Management Services............... ... ... ...... 645 6.1% 2.827 5.7% 662,987 11.0%
Educational Services and Health Care and Social Assistance 3,136 29.5% 13,301 26.6% 1,337,455 22.1%
Arts, Entertainment and Recreation and Accommodation
and Food Services......... .. .. ... 1,182 11.1% 4,317 8.6% 524,925 8.7%
Other Services, Except Public Administration............. 329 3.1% 2,039 4.1% 288,538 4.8%
Public Administration............... ... ... ... ... ... ....... 260 2.4% 1,667 3.3% 232,923 3.9%
Total .. 10,635 100.00% 50,002 100.00% 6,043,771 100.0%

Note: (1) Source: U.S. Bureau of the Census, American Community Survey 5-year estimates 2007 to 2011.
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Employment By Occupation(/)

The City Kankakee County State of Illinois
Classification Number Percent Number Percent Number Percent
Management, Business, Science and Arts .................... 2,454 23.1% 14,433 28.9% 2,167,571 35.9%
SOrVICE 2,670 25.1% 9,109 18.2% 1,007,434 16.7%
Sales and Office ... . . . . . . . . . . . . 2,074 19.5% 12,438 24 .9% 1,550,202 25.6%
Natural Resources, Construction, and Maintenance .......... 857 8.1% 5,134 10.3% 474,566 7.9%
Production, Transportation, and Material Moving............ 2,580 24.3% 8,888 17.8% 843,998 14.0%
Total . 10,635 100.00% 50,002 100.00% 6,043,771 100.0%
Note: (1) Source: U.S. Bureau of the Census, American Community Survey 5-year estimates 2007 to 2011.
Annual Average Unemployment Rates(7)
Calendar The Kankakee State of
Year City County I11inois
2003 ... ... 9.9% 7.3% 6.7%
2004 ... 9.9% 7.5% 6.2%
2005 ... 9.1% 6.5% 5.8%
2006 . ... 7.9% 5.6% 4.6%
2007 ... 8.8% 6.5% 5.0%
2008 ... 12.0% 8.8% 6.5%
2009 ... 15.6% 12.1% 10.1%
2000 ...l 16.7% 13.1% 10.3%
2000 ... 16.1% 12.2% 8.9%
2012 ... 14.5% 11.1% 8.9%
2013(2) ... 13.4% 9.8% 8.7%
Notes: (1) Source: I1linois Department of Employment Security.
(2) Preliminary rates for the month of April 2013.
Building Permits
City Building Permits(/)
Fiscal Year New Construction
Ended Residential Commercial Repair & Remodeling Total
April 30 Number Value Number Value Number Value Number Value
2003 ...... 3 $ 462,000 16 $18,070,177 1,180 $12,161,363 1,199 $30,693,540
2004 . ... .. 8 720,434 10 25,623,138 1,397 9,296,288 1,415 35,639,860
2005...... 19 641,116 19 12,510,918 1,304 12,269,698 1,342 25,421,732
2006 ...... 35 2,550,100 15 22,350,619 1,030 11,989,677 1,080 36,890,396
2007 ...... 21 2,023,983 33 23,466,538 1,620 7,505,882 1,674 32,996,403
2008 ...... 22 2,350,600 13 4,986,600 1,542 15,611,622 1,577 22,948,822
2009 ...... 13 1,756,600 8 14,273,414 1,526 14,841,504 1,547 30,871,518
2010 ...... 6 1,028,500 13 58,588,975 1,474 16,420,696 1,493 76,038,171
2011 ...... 4 570,000 6 7,526,222 1,487 11,069,067 1,497 19,165,289
2012 ...... 4 464,000 3 1,667,000 1,513 26,337,745 1,520 28,468,745
Note: (1) Source: the City.
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Housing

The U.S. Census Bureau 5-year estimated values reported that the median value of the City’s owner-occupied
homes was $103,000. This compares to $147,700 for the County and $198,500 for the State. The following table
represents the five year average market value of specified owner-occupied units for the City, the County and the State
at the time of the 2007-2011 American Community Survey.

Specified Owner-Occupied Units(/)

The City Kankakee County State of Illinois

Value Number Percent Number Percent Number Percent
Under $50,000.............. 388 8.0% 2,514 8.8% 218,208 6.7%
$50,000 to $99,999......... 1,953 40.1% 5,168 18.0% 451,967 13.8%
$100,000 to $149,999...... 1,453 29.9% 7,004 24 4% 464,158 14.2%
$150,000 to $199,999....... 630 12.9% 6,342 22.1% 518,957 15.8%
$200,000 to $299,999....... 275 5.7% 5,355 18.7% 725,004 22.1%
$300,000 to $499,999....... 138 2.8% 1,872 6.5% 613,486 18.7%
$500,000 to $999,999....... 7 0.1% 329 1.1% 234,600 7.2%
$1,000,000 or more......... 22 0.5% 116 0.4% 53,191 1.6%

Total.................... 4,866 100.00% 28,700 100.00% 3,279,571 100.0%

Note: (1) Source: U.S. Bureau of the Census, American Community Survey 5-year estimates 2007 to 2011.

Mortgage Status(/)

The City Kankakee County State of Illinois
Value Number Percent Number Percent Number Percent
Housing Units with a Mortgage............... 3,202 65.8% 18,715 65.2% 2,272,745 69.3%
Housing Units without a Mortgage............ 1,664 34.2% 9,985 34.8% 1,006,826 30.7%
Total ... 4,866 100.00% 28,700 100.00% 3,279,571 100.0%

Note: (1) Source: U.S. Bureau of the Census, American Community Survey 5-year estimates 2007 to 2011.
Income

The U.S. Census Bureau 5-year estimated values reported that the City had a median family income of
$38,692. This compares to $60,079 for the County and $69,658 for the State. The following table represents the
distribution of family incomes for the City, the County and the State at the time of the 2007-2011 American Community
Survey.

Family Income(7)

The City Kankakee County State of ITlinois

Income Number Percent Number Percent Number Percent
Under $10,000.............. 659 11.1% 1,529 5.4% 131,841 4.2%
$10,000 to $14,999......... 349 5.9% 885 3.1% 86,610 2.7%
$15,000 to $24,999......... 885 14.9% 2,431 8.6% 224,421 7.1%
$25,000 to $34,999......... 780 13.2% 2,253 8.0% 260,262 8.3%
$35,000 to $49,999......... 1,108 18.7% 4,822 17.1% 389,862 12.4%
$50,000 to $74,999......... 903 15.3% 5,571 19.7% 606,737 19.2%
$75,000 to $99,999......... 685 11.6% 4,798 17.0% 486,151 15.4%
$100,000 to $149,999....... 424 7.2% 4,185 14.8% 547,784 17.4%
$150,000 to $199,999....... 112 1.9% 1,228 4.3% 212,016 6.7%
$200,000 or more........... 16 0.3% 578 2.0% 207,841 6.6%

Total .................... 5,921 100.00% 28,280 100.00% 3,153,525 100.0%

Note: (1) Source: U.S. Bureau of the Census, American Community Survey 5-year estimates 2007 to 2011.
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The U.S. Census Bureau 5-year estimated values reported that the City had a median household income of
$32,458. This compares to $49,266 for the County and $56,576 for the State. The following table represents the
distribution of household incomes for the City the County and the State at the time of the 2007-2011 American
Community Survey.

Household Income(/)
The City Kankakee County State of Illinois

Income Number Percent Number Percent Number Percent
Under $10,000.............. 1,370 14.2% 2,818 6.9% 324,506 6.8%
$10,000 to $14,999......... 831 8.6% 2,227 5.4% 225,927 4.7%
$15,000 to $24,999......... 1,539 16.0% 4,914 12.0% 480,204 10.1%
$25,000 to $34,999......... 1,384 14.4% 4,199 10.2% 462,115 9.7%
$35,000 to $49,999......... 1,516 15.7% 6,603 16.1% 628,998 13.2%
$50,000 to $74,999......... 1,489 15.4% 7,671 18.7% 884,623 18.5%
$75,000 to $99,999......... 820 8.5% 5,809 14.1% 627,813 13.2%
$100,000 to $149,999....... 520 5.4% 4,755 11.6% 656,199 13.7%
$150,000 to $199,999....... 118 1.2% 1,399 3.4% 243,765 5.1%
$200,000 or more........... 53 0.5% 691 1.7% 238,852 5.0%

Total .................... 9,640 100.00% 41,086 100.00% 4,773,002 100.0%

Note: (1) Source: U.S. Bureau of the Census, American Community Survey 5-year estimates 2007 to 2011.

Retail Activity

Beginning in fiscal year 2000, the City entered into sales tax sharing agreements with various retail firms.
These agreements have begun to provide substantial amounts of additional sales tax revenues to the City. This tax
sharing program is based on a company’s willingness to site a purchasing and/or sales approval office within the
boundaries of the City. The agreements provide that the City will share a portion of the local share of sales tax
generated on the transactions of the partnering companies.

Sales tax receipts exceeded 39% of Governmental Fund Type revenues in fiscal 2012. Following is a summary
of the City’s sales tax receipts as collected and disbursed by the State of Illinois.

Retailers’ Occupation, Service Occupation and Use Tax(/)

State Fiscal Year State Sales Tax Annual Percent
Ending June 30 Distributions(2) Change + (-)
2003 $11,087,758 116.53%(3)
2004 16,368,446 47 .63%
2005 22,723,385 38.82%
2006 25,873,465 13.86%
2007 o 25,221,096 (2.52%)
2008 25,369,037 0.59%
2009 23,267,213 (8.28%)
2010 o 21,607,804 (7.13%)
2011 o 19,755,094 (8.57%)
2012 o 19,571,057 (0.93%)
Growth from 2003 to 2012 .............. 76.51%
Notes: (1) Source: ITlinois Department of Revenue.
(2) Tax distributions are based on records of the IT1inois Department of Revenue

relating to the 1% municipal portion of the Retailers’ Occupation, Service
Occupation and Use Tax, collected on behalf of the City, less a State
administration fee. The municipal 1% includes tax receipts from the sale of
food and drugs which are not taxed by the State. The City has a number of
contracts with retailers whereby it shares a substantial portion of the Tocal
sales taxes generated by those retailers. Legal action has been filed by the
City of Chicago and the Regional Transportation Authority contesting these
agreements and whether either of the plaintiffs have any right to the sales
tax proceeds. The City of Kankakee is in the process of strongly defending
the Tawsuits and can show that there has been almost no shifting of the sales
tax from the Jjurisdiction of the plaintiffs. The City believes that the
contracts it established have not shifted the point of sale from other
I11inois Tlocations, and that 1its agreements are Tlegally valid. See
“LITIGATION” herein.
(3) The 2003 percentage is based on a 2002 sales tax of $ 5,120,675.
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CITY GENERAL DEBT AND PROPERTY ASSESSMENT AND TAX INFORMATION

The City’s general debt and property assessment and tax information are for information purposes only. The Bonds will be paid solely
Jrom the City's Sewer System.

GENERAL OBLIGATION DEBT INFORMATION

The City has outstanding $59,747,328 principal amount of general obligation debt. After the sale of the 2013B Bonds, the City will have $56,867,329
principal amount of general obligation debt. At fiscal year ended April 30, 2012, the City also has outstanding $2,591,617 of installment notes. The City
expects to issue approximately $6.3 million bonds to refund a portion of the City’s outstanding General Obligation Bonds, Series 2006, when market conditions

permlt.
General Obligation Bonded Debt(7)
(Principal Only)
Total Cumulative
Calendar Series Series Series Series Series Series Series Series Series Series Series Series Outstanding Principal Retired
Year 2005 2006 2007A 2007B(2) 2008 2009(3) 2011A 2011B 2011C 2012 2012A 20128 Debt Amount Percent
2014 ... $ 550,000 $ 335,000 $ 240,000 $ 0 $ 0 $ 1,755,000 $ 105,000 $ 0 $365,000 $ 390,000 $ 20,000 $ 130,000 $ 3,890,000 $ 3,890,000 6.51%
2015 595,000 655,000 260,000 402,672 0 2,365,000 0 0 255,000 405,000 40,000 160,000 5,137,672 9,027,672 15.11%
2016 220,000 675,000 265,000 350,125 315,000 1,110,000 165,000 0 0 420,000 460,000 1,370,000 5,350,125 14,377,797 24.06%
2017 235,000 375,000 95,000 267,496 425,000 1,210,000 225,000 0 0 435,000 475,000 1,820,000 5,562,496 19,940,293 33.37%
2018 250,000 540,000 110,000 402,036 585,000 2,095,000 0 0 0 450,000 495,000 100,000 5,027,036 24,967,328 41.79%
2019 265,000 585,000 125,000 0 670,000 2,525,000 0 0 0 465,000 510,000 100,000 5,245,000 30,212,328 50.57%
2020 270,000 645,000 140,000 0 900,000 1,245,000 440,000 370,000 0 0 520,000 110,000 4,640,000 34,852,328 58.33%
2021 285,000 730,000 160,000 0 900,000 695,000 600,000 0 0 0 535,000 0 3,905,000 38,757,328 64.87%
2022 175,000 790,000 170,000 0 985,000 730,000 725,000 0 0 0 320,000 0 3,895,000 42,652,328 71.39%
2023 180,000 880,000 180,000 0 1,075,000 760,000 855,000 0 0 0 320,000 0 4,250,000 46,902,328 78.50%
2024 125,000 715,000 600,000 0 1,075,000 790,000 930,000 0 0 0 220,000 0 4,455,000 51,357,328 85.96%
2025 0 1,125,000 635,000 0 0 830,000 955,000 0 0 0 0 0 3,545,000 54,902,328 91.89%
2026 0 0 670,000 0 0 810,000 0 0 0 0 0 0 1,480,000 56,382,328 94.37%
2027 0 0 700,000 0 0 850,000 0 0 0 0 0 0 1,550,000 57,932,328 96.96%
2028 0 0 0 0 0 890,000 0 0 0 0 0 0 890,000 58,822,328 98.45%
2029 ... 0 0 0 0 0 925,000 0 0 0 0 0 0 925,000 59,747,328  100.00%
Total . $3,150,000 $8,050,000  $4,350,000 $1,422,328 $6,930,000  $19,585,000 $5,000,000  $370,000 $620,000 $2,565,000 $3,915,000 $3,790,000  $59,747,328

Notes: (1)

Source: the City.

(2) Original principal amount shown for capital appreciation bonds.
(3) Includes Series 2009A and Series 2009B.
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General Obligation Bonded Debt(7)

(Principal Only)
(After the sale of the 2013B Bonds)

Total
Calendar Outstanding Less: Defeased Total

Year Debt Series 2007A Series 2009B Debt
2014 ... $ 3,890,000 $(160,000) $(545,000) $ 3,185,000
2015 5,137,672 (170,000) (520,000) 4,447,672
2016 5,350,125 (175,000) (535,000) 4,640,125
2017 5,562,496 0 (560,000) 5,002,496
2018 5,027,036 0 (215,000) 4,812,036
2019 5,245,000 0 0 5,245,000
2020 4,640,000 0 0 4,640,000
2021 3,905,000 0 0 3,905,000
2022 3,895,000 0 0 3,895,000
2023 4,250,000 0 0 4,250,000
2024 4,455,000 0 0 4,455,000
2025 3,545,000 0 0 3,545,000
2026 1,480,000 0 0 1,480,000
2027 .. .. 1,550,000 0 0 1,550,000
2028 .. .. 890,000 0 0 890,000
2029 .. .. 925,000 0 0 925,000

Total .. $59,747,329 $(505,000) $(2,375,000) $56,867,329

Note: (1) Source: the City.

Detailed Overlapping Bonded Debt (/)

(As of June 17, 2013)

Cumulative

Principal Retired

Amount

$ 3
7

12,
17,

,185,
672
797
275,
.087,
.329
.329
877,
172,

,632
272

,332
972

022
A77

.052
942

000

293
329

329
329

.329
.329
,022,
502,
.329
.329
.867,

329
329

329

Applicable to City

Percent(2)

Amount

.96%
.21%
.70%
44%
.66%
.88%

Outstanding
Debt
Schools:
School District No. 61..... ... . ... .. ... .. ......... $ 3,225,000
High School District No. 307 ........................ 13,360,000
Herscher Community Unit School District No. 2....... 9,460,000
Community Unit School District No. 4 (Clifton)...... 9,413,792
Kankakee School District No. 111.................... 10,061,099
Kankakee Community College 520 ...................... 7,570,000
Total SCNOOTS . ..

Others:
Kankakee County(3) ..... ... ... ... ... . $ 0
Bourbonnais Park District........................... 2,805,000

Total Others
Total Schools and Others Overlapping Bonded Debt

Notes:

(1
(2)
(3)

Source: Kankakee County Clerk.
Overlapping debt percentages are based on levy year 2012 EAVs.

The County's bonded debt totals $22,835,000 all of which is self-supporting.
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Statement of Bonded Indebtedness

Ratio To Per Capita
Amount Equalized  Estimated (2010 Census
Applicable Assessed Actual 27,537)
City EAV of Taxable Property, 2012 (1)....... $252,402,916 100.00% 33.33% $ 9,165.96
Estimated Actual Value, 2012................. $757,208,748  300.00% 100.00% $27,497 .87
Direct Bonded Debt(2) ............. ... ... ... $ 56,867,329 22.53% 7.51% $ 2,065.12
Less: Self-Supporting ....................... (17,620,000) (6.98%) (2.33%) (639.87)
Net Direct Bonded Debt..................... $ 39,247,329 15.55% 5.18% $ 1,425.26
Overlapping Bonded Debt(3):
SChooTS . .o $ 8,542,968 3.38% 1.13% $ 310.24
Others . ... 38,709 0.02% 0.01% 1.41
Total Overlapping Bonded Debt.............. $ 8,581,677 3.40% 1.13% $ 311.64
Total Direct and Overlapping Bonded Debt(3) $ 47,829,006 18.95% 6.32% $ 1,736.90

Notes: (1) Source: Kankakee County Clerk.
(2) Does not include bonds expected to be defeased by 2013B Bonds.
(3)  Overlapping bonded debt as of June 17, 2013.

PROPERTY ASSESSMENT AND TAX INFORMATION

For the 2012 levy year, the City’s EAV was comprised of approximately 58 % residential, 9% industrial, 32%
commercial, and 1% farm and railroad property valuations.

Equalized Assessed Valuation(/)

Levy Years

Property Class 2008 2009 2010 2011 2012
Residential.................... $183,736,732 $182,470,050 $182,769,045 $163,923,583 $147,614,347
Farm. ... 467,203 427,774 448,324 373,612 371,033
Commercial..................... 81,297,766 83,328,334 82,501,453 66,616,546 81,104,048
Industrial ..................... 20,377,225 21,645,339 21,675,632 18,233,200 21,057,912
Railroad....................... 1,381,705 1,682,103 1,887,273 2,185,288 2,255,576

Total ... ... ... ... $287,260,631 $289,553,600 $289,281,727 $251,332,229 $252,402,916

Percent Change + (-) 1.00%(2) 0.80% (0.09%) (13.12%) 0.43%
Notes: (1) Source: Kankakee County Clerk. Includes value in tax increment districts.

(2) The 2008 percentage change based on a 2007 EAV of $284,408,370.
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Representative Tax Rates(/)

(Per $100 EAV)
Levy Years
2008 2009 2010 2011 2012
City Rates:
General Corporate.......................... $0.008 $ 0.000 $0.000 $0.000 $0.000
Fire Protection............................ 0.087 0.086 0.163 0.183 0.201
Police Protection.......................... 0.067 0.067 0.173 0.194 0.213
School Crossing Guard...................... 0.010 0.010 0.011 0.012 0.013
Liability Insurance........................ 0.370 0.369 0.401 0.452 0.496
Audit. . oo 0.013 0.013 0.015 0.017 0.019
ParksS . 0.014 0.014 0.000 0.000 0.000
Band............ .. 0.006 0.006 0.006 0.007 0.007
T M R.F. 0.203 0.280 0.295 0.323 0.355
Library Fund............. ... .. . .. ... ..., 0.621 0.624 0.623 0.674 0.716
Firefighter's Pension...................... 0.547 0.797 0.753 0.826 0.936
Police Pension............. ... .. .......... 0.501 0.699 0.661 0.792 0.897
Debt Service........ ... .. ... . ... ..., 1.550 1.812 1.773 1.961 2.295
Unemployment Insurance..................... 0.000 0.008 0.006 0.007 0.008
Total City Rates......................... $ 3.997 $ 4.785 $4.880 $5.448 $6.156
Kankakee County............. ... ... ........ 0.816 0.807 0.833 0.890 0.953
Kankakee County Forest Preserve District... 0.056 0.057 0.059 0.060 0.060
Kankakee Valley Airport Authority.......... 0.039 0.038 0.038 0.040 0.041
Kankakee Township........... ... ... ... ..... 0.511 0.515 0.533 0.569 0.618
Kankakee Valley Park District.............. 0.518 0.519 0.526 0.568 0.618
School District Number 111................. 4.294 4.319 4.325 4.695 4.918
Community College District Number 520...... 0.377 0.384 0.396 0.404 0.417
Total Rates(2)....... ... ... .............. $10.608 $11.424 $11.590 $12.674 $13.781
Notes: (1) Source: Kankakee County Clerk.
(2) Representative tax rates for other government units are from Kankakee Township tax code 16003, which
represents 78.83% of the City’'s 2012 EAV.
Tax Extensions and Collections(/)

Levy Coll. Taxes Total Collections

Year Year Extended Amount Percent

2007 ..... 2008............ $10,015,944 $ 9,822,065 98.06%

2008..... 2009............ 10,438,232 10,325,580 98.92%

2009.. ... 2010............ 12,436,212 12,308,540 98.97%

2010..... 20011 .......... .. 13,262,716 13,231,403 99.76%

2011 ..... 2012............ 13,692,580 13,352,944 97.52%

2012..... 2013............ 14,554,094 ------ In Collection ----- (2)

Notes: (1) Source: the City.

(2) Taxes are due June and September.
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Principal Taxpayers(/)

Taxpayer Name Business/Service 2012 EAV(2)
Cognis CoOrp ..o Chemicals . ... .. $ 4,792,833
Walmart ... .. . . ... Retail ... . . 3,658,733
Armstrong World Industries ............... VinyT Tile . .. 2,864,843
Riverside Senior Living .................. Elderly Housing ....... ... ... . . .. .. . i ... 2,849,634
Provena Properties ....................... Real Property ...... ... .. . 2,702,837
IKO Midwest, Inc. ......... ... ............ Real Property ....... ..o i 2,637,716
Riverwoods Preservation LP ............... Elderly Housing .......... ... ... . .. 2,609,679
Space Center Chicago Inc ................. Food Production ......... ... ... .. ... . . .. . ... ... ..., 2,557,311
Cor Unum ... ... . . . . ETlderTy Housing .......... .. .. ... .. .. . . i ii... 2,169,030
Riverstone Hotel Partners LLC............. Hotel ... . 2,033,130

TOta $28,875,746

Ten Largest Taxpayers as a Percent of the City's 2012 EAV ($252,402,916) ................... 11.44%
Notes: (1) Source: Kankakee County Treasurer.

2 Every effort has been made to seek out and report the largest taxpayers. However, many of the

taxpayers listed contain multiple parcels and it 1is possible that some parcels and their
valuations have been overlooked. The 2012 EAV is the most current available.

REAL PROPERTY ASSESSMENT, TAX LEVY AND COLLECTION PROCECURES
Tax Levy and Collection Procedures

Local assessment officers determine the assessed valuation of taxable real property and railroad property not
held or used for railroad operations. The Illinois Department of Revenue (the “Department™) assesses certain other
types of taxable property, including railroad property held or used for railroad operations. Local assessment officers’
valuation determinations are subject to review at the county level and then, in general, to equalization by the
Department. Such equalization is achieved by applying to each county’s assessments a multiplier determined by the
Department. The purpose of equalization is to provide a common basis of assessments among counties by adjusting
assessments toward the statutory standard of 33-1/3% of fair cash value. Farmland is assessed according to a statutory
formula which takes into account factors such as productivity and crop mix. Taxes are extended against the assessed
values after equalization.

Property tax levies of each taxing body are filed in the office of the county clerk of each county in which
territory of that taxing body is located. The county clerk computes the rates and amount of taxes applicable to taxable
property subject to the tax levies of each taxing body and determines the dollar amount of taxes attributable to each
respective parcel of taxable property. The county clerk then supplies to the appropriate collecting officials within the
county the information needed to bill the taxes attributable to the various parcels therein. After the taxes have been
collected, the collecting officials distribute to the various taxing bodies their respective shares of the taxes collected.
Taxes levied in one calendar year are due and payable in two installments during the next calendar year. Taxes that are
not paid when due, or that are not paid by mail and postmarked on or before the due date, are subject to a penalty of
1-1/2% per month until paid. Unpaid property taxes, together with penalties, interest and costs, constitute a lien
against the property subject to the tax.

Exemptions

An annual General Homestead Exemption (the “General Homestead Exemption”) provides that the Equalized
Assessed Valuation (“EAV”) of certain property owned and used for residential purposes ( “Residential Property”) may
be reduced by the amount of any increase over the 1977 EAV, up to a maximum reduction of $3,500 for assessment
years prior to assessment year 2004 in counties with less than 3,000,000 inhabitants, and a maximum reduction of
$5,000 for assessment year 2004 through 2007 in all counties. Additionally, the maximum reduction is $5,500 for
assessment year 2008 and the maximum reduction is $6,000 for assessment year 2009 and thereafter in all counties.
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The Homestead Improvement Exemption applies to Residential Properties that have been improved or rebuilt in
the 2 years following a catastrophic event. The exemption is limited to $45,000 through December 31, 2003, and
$75,000 per year beginning May 1, 2004 and thereafter, to the extent the assessed value is attributable solely to such
improvements or rebuilding.

Additional exemptions exist for senior citizens. The Senior Citizens Homestead Exemption (“Senior Citizens
Homestead Exemption”) operates annually to reduce the EAV on a senior citizen’s home for assessment years prior to
2004 by $2,000 in counties with less than 3,000,000 inhabitants. For assessment years 2004 and 2005, the maximum
reduction is $3,000 in all counties. For assessment years 2006 and 2007, the maximum reduction is $3,500 in all
counties. In addition, for assessment year 2008 and thereafter, the maximum reduction is $4,000 for all counties.
Furthermore, beginning with assessment year 2003, for taxes payable in 2004, property that is first occupied as a
residence after May 1 of any assessment year by a person who is eligible for the Senior Citizens Homestead Exemption
must be granted a pro rata exemption for the assessment year based on the number of days during the assessment year
that the property is occupied as a residence by a person eligible for the exemption.

A Senior Citizens Assessment Freeze Homestead Exemption (“Senior Citizens Assessment Freeze Homestead
Exemption”) freezes property tax assessments for homeowners, who are 65 and older and receive a household income
not in excess of the maximum income limitation. The maximum income limitation is $35,000 for years prior to 1999,
$40,000 for assessment years 1999 through 2003, $45,000 for assessment years 2004 and 2005, $50,000 from
assessment years 2006 and 2007 and for assessments year 2008 and after, the maximum income limitation is $55,000.
In general, the Senior Citizens Assessment Freeze Homestead Exemption limits the annual real property tax bill of such
property by granting to qualifying senior citizens an exemption as to a portion of the valuation of their property. In
counties with a population of 3,000,000 or more, the exemption for all assessment years is equal to the EAV of the
residence in the assessment year for which application is made less the base amount. Furthermore, for those counties
with a population of less than 3,000,000, the Senior Citizens Assessment Freeze Homestead Exemption is as follows:
through assessment year 2005 and for assessment year 2007 and later, the exempt amount is the difference between (i)
the current EAV of their residence and (ii) the base amount, which is the EAV of a senior citizen’s residence for the
year prior to the year in which he or she first qualifies and applies for the Exemption (plus the EAV of improvements
since such year). For assessment year 2006, the amount of the Senior Citizens Assessment Freeze Homestead
Exemption phases out as the amount of household income increases. The amount of the Senior Citizens Assessment
Freeze Homestead Exemption is calculated by using the same formula as above, and then multiplying the resulting
value by a ratio that varies according to household income.

Another exemption available to disabled veterans operates annually to exempt up to $70,000 of the Assessed
Valuation of property owned and used exclusively by such veterans or their spouses for residential purposes. Also,
certain property is exempt from taxation on the basis of ownership and/or use, such as public parks, not-for-profit
schools and public schools, churches, and not-for-profit hospitals and public hospitals. However, individuals claiming
exemption under the Disabled Persons’ Homestead Exemption (“Disabled Persons’ Homestead Exemption”) or the
Disabled Veterans Standard Homestead Exemption (“Disabled Veterans Standard Homestead Exemption™) cannot claim
the aforementioned exemption.

Furthermore, beginning with assessment year 2007, the Disabled Persons’ Homestead Exemption provides an
annual homestead exemption in the amount of $2,000 for property that is owned and occupied by certain persons with a
disability. However, individuals claiming exemption as a disabled veteran or claiming exemption under the Disabled
Veterans Standard Homestead Exemption cannot claim the aforementioned exemption.
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In addition, the Disabled Veterans Standard Homestead Exemption provides disabled veterans an annual
homestead exemption starting with assessment year 2007 and thereafter. Specifically, (i) those veterans with a service-
connected disability of 75% are granted an exemption of $5,000 and (ii) those veterans with a service-connected
disability of less than 75%, but at least 50% are granted an exemption of $2,500. Furthermore, the veteran’s surviving
spouse is entitled to the benefit of the exemption, provided that the spouse has legal or beneficial title of the homestead,
resides permanently on the homestead and does not remarry. Moreover, if the property is sold by the surviving spouse,
then an exemption amount not to exceed the amount specified by the current property tax roll may be transferred to the
spouse’s new residence, provided that it is the spouse’s primary residence and the spouse does not remarry. However,
individuals claiming exemption as a disabled veteran or claiming exemption under the Disabled Persons’ Homestead
Exemption cannot claim the aforementioned exemption.

Beginning with assessment year 2007, the Returning Veterans’ Homestead Exemption (“Returning Veterans’
Homestead Exemption™) is available for property owned and occupied as the principal residence of a veteran in the
assessment year the veteran returns from an armed conflict while on active duty in the United States armed forces.
This provision grants a homestead exemption of $5,000, which is applicable in all counties. In order to apply for the
Returning Veterans’ Homestead Exemption, the individual must pay real estate taxes on the property, own the property
or have either a legal or an equitable interest in the property, “or a leasehold interest of land on which a single family
residence is located, which is occupied as a principle residence of a veteran returning from an armed conflict involving
the armed forces of the United States who has an ownership interest therein, legal, equitable or as a lessee, and on
which the veteran is liable for the payment of property taxes.” Those individuals eligible for the Returning Veterans’
Homestead Exemption may claim the Returning Veterans’ Homestead Exemption, in addition to other homestead
exemptions, unless otherwise noted.

Property Tax Extension Limitation Law

The Property Tax Extension Limitation Law (the “Limitation Law”) limits the amount of the annual increase in
property taxes to be extended for certain Illinois non-home rule units of government. In general, the Limitation Law
restricts the amount of such increases to the lesser of 5% or the percentage increase in the Consumer Price Index during
the calendar year preceding the levy year. Currently, the Limitation Law applies only to and is a limitation upon all
non-home rule taxing bodies in Cook County, the five collar counties (DuPage, Kane, Lake, McHenry and Will) and
several downstate counties.

Home rule units, including the City, are exempt from the limitations contained in the Limitation Law. If the
Limitation Law were to apply in the future to the City, the limitations set forth therein will not apply to any taxes levied
by the City to pay the principal of and interest on the Bonds.

Truth in Taxation Law

Legislation known as the Truth in Taxation Law (the “Law”) limits the aggregate amount of certain taxes which
can be levied by, and extended for, a taxing district to 105% of the amount of taxes extended in the preceding year
unless specified notice, hearing and certification requirements are met by the taxing body. The express purpose of the
Law is to require published disclosure of, and hearing upon, an intention to adopt a levy in excess of the specified
levels.
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FINANCIAL INFORMATION
Financial Reports

The Government Finance Officers Association of the United States and Canada has awarded the City its
Certificate of Achievement for Excellence in Financial Reporting for fifteen consecutive years. The City’s financial
statements are audited annually by certified public accountants. The City’s financial statements are completed on a
modified accrual basis of accounting consistent with generally accepted accounting principles applicable to
governmental entities. See APPENDIX A for more detail.

No Consent or Updated Information Requested of the Auditor

The tables and excerpts (collectively, the “Excerpted Financial Information”) contained in this “FINANCIAL
INFORMATION?” section and in APPENDIX A are from the audited financial statements of the City, including the
audited financial statements for the fiscal year ended April 30, 2012 (the “2012 Audit”). The 2012 Audit has been
prepared by Groskreutz, Schmidt, Abraham & Eshleman, Accountants and Consultants, Kankakee, Illinois (the
“Auditor”), and approved by formal action of the City Council. The City has not requested the Auditor to update
information contained in the Excerpted Financial Information; nor has the City requested that the Auditor consent to the
use of the Excerpted Financial Information in this Final Official Statement. Other than as expressly set forth in this
Final Official Statement, the financial information contained in the Excerpted Financial Information has not been
updated since the date of the 2012 Audit. The inclusion of the Excerpted Financial Information in this Final Official
Statement in and of itself is not intended to demonstrate the fiscal condition of the City since the date of the 2012 Audit.
Questions or inquiries relating to financial information of the City since the date of the 2012 Audit should be directed to
the City.

Summary Financial Information

The following tables are summaries and do not purport to be the complete audits, copies of which are available
upon request. See APPENDIX A for excerpts of the City’s 2012 fiscal year audit.
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ASSETS:
Cash and Investments............................
Receivables, Net:
Property Taxes. . ...,
ULiTity Taxes. . ... .
Due From Other Governmental Agencies...........
Due From Component Units.......................
Due From Fiduciary Funds.......................
Internal Balances..............................
ACCOUNTS . .o
Special Assessments............................
Materials and Supplies Inventory................
Prepaid Items. ... ... ... ... ... . ... .
Capital Assets:
Non-Depreciable........... . ... . ... ... .......
Depreciable. ... ... .
Unamortized Bond Issuance Cost.................
Total Assets. ... ... ... . . .

LIABILITIES:
Accounts Payable...... ... ... .. .. ... .. ... . ... ...,
Accrued Wages Payable........... ... .............
Interest Payable................................
Due To Component Units........ ... ... ..........
Due to Other Government Agencies................
Deferred Revenue............... . ... ... .........
Deferred Special Assessment.....................
Long-Term Liabilities:
Due Within One Year............................
Due Within More Than One Year..................
Total Liabilities.......... ... ... ... ...........

NET ASSETS:

Invested in Capital Assets, Net of Related Debt.

Restricted For:

Capital Projects........ ... .. . . i
Debt Services............. .. .. .. ...
Economic Development...........................
Street Maintenance Programs....................

Unrestricted. ...... .. ... . ... ... .. ... . ... ...
Total Net Assets............ . ... ... ...........

Statement of Net Assets
Governmental Activities

Audited As of April 30

2008 2009 2010 2011 2012
$ 13,919,764 $ 13,543,790 $ 7,141,075 $ 11,131,824 $ 8,681,821
11,511,580 12,199,112 14,637,311 13,747,061 14,215,390
578,450 426,659 507,422 502,850 468,701
7,296,131 6,276,847 6,336,438 6,551,503 6,001,707
74,266 222,567 220,554 219,943 72,951
190 30 0 1,100 0
320,349 369,764 304,580 28,201 70,335
1,779,349 1,151,181 1,086,769 1,047,258 738,779
3,113,000 2,855,500 2,587,000 2,307,500 2,016,500
48,315 20,734 33,946 1,863 2,859
766,693 911,930 481,958 532,792 410,593
10,587,574 16,920,392 6,795,473 6,735,113 6,207,755
65,079,908 69,422,168 82,873,637 81,333,379 80,065,137
749,005 1,362,788 1,265,459 1,330,372 1,301,883
$115,824,574 $125,683,462 $124,271,622 $125,470,759 $120,254 411
$ 9,428,673 $ 7,541,391 $ 6,801,466 $ 6,471,060 $ 5,097,220
553,344 585,526 600,826 539,906 533,599
830,160 937,290 964,100 951,800 877,700
0 0 0 9,219 17,536
0 0 0 346 1,290
11,763,394 12,441,580 14,873,580 13,931,840 14,546,630
3,113,000 2,855,500 2,587,000 2,307,500 2,016,500
4,667,938 5,236,232 6,516,732 6,389,982 6,237,697
69,519,615 87,464,890 82,525,575 84,249,189 80,622,630
$ 99,876,124 $117,062,409 $114,869,279 $114,850,842 $109,950,802
$ 40,726,527 $ 45,280,829 $ 43,720,157 $ 46,857,789 $ 42,729,716
5,384,813 7,850,799 4,385,453 7,963,134 5,009,123
935,547 1,027,220 292,011 322,400 425,560
2,422,505 1,924,214 1,322,031 1,054,571 886,689
116,827 19,258 316,396 227,559 1,258,897
(33,637,769) (47,481,267) (40,633,705) (45,805,536) (40,006,376)
$ 15,948,450 $ 8,621,053 $ 9,402,343 $ 10,619,917 $ 10,303,609
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PRIMARY GOVERNMENT:
Government Activities:

General Government...............
Public Safety....................
PubTic Works.....................

Highways and Streets

Community Development............
Culture and Recreation...........
Economic Development.............

Interest and Fiscal Charges

Total Primary Government.......

GENERAL REVENUES:
Property Taxes Levied for General

Special Assessments..............
State Income Tax.................
Local Use........................
I11inois Retailers' Tax..........
UtiTity Taxes....................
Replacement Tax..................

Intergovernmental

Investment Income................

Change in Net Assets

Net Assets, Beginning............
Prior Period Adjustment..........
Net Assets, Ending...............

Statement of Activities
Expenses (Net of Program Revenues)

Audited for the Fiscal Year Ended April 30
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2008 2009 2010 2011 2012

................ $ (2.335,345) $ (7,321,265) $ (7.026,259) $ (7.154.,722) $ (6.862.277)
................ (12,436,558) (12,731,163) (14,832,479) (15,079,220) (15,644 ,040)
AAAAAAAAAAAAAAAA (2,312,039) (3,268,506) (1,874,666) 0

................ (1,981,334) (1,231,534) 1,542,395 (59.154) (2,210.499)
................ 304.467 309,925 292.020 232,054 217.637
................ (62,147) (310,190) (65,116) (13,000) (227.,382)
AAAAAAAAAAAAAAAA (23.484,194) (18,816,343) (16,524,109) (15,089,079) (12,675,039)
................ (2.259.401) (2.812,337) (2.824.410) (2.930.090) (2.788.165)
................ $(44,566,551) $(46,181.413)  $(41,312.624)  $(40,093,211) $(40,189.765)
Purposes....... $10.730,743 $11.440,440 $12.135.164 $14,570,861 $13.539.999
................ 0 257,500 268.500 279.500 291.000
................ 2,531,188 2,504,837 2,183,439 2,143,382 2,242,843
AAAAAAAAAAAAAAAA 385,926 390,228 326,948 395,015 423,094
................ 26,611,558 24,419,114 21,098,621 19,814,423 18,156,743
................ 3,480,888 3,359,780 3.390.774 3,630,413 3.856.223
AAAAAAAAAAAAAAAA 844,254 741,325 617,091 730,290 644,096
................ 50,000 50,000 50,000 50,000 50,000
................ 948.823 361,543 138.247 115,707 106.914
................ 56,584 260,888 427,784 418,221 880.603
AAAAAAAAAAAAAAAA $45,639,964 $43.785,655 $40,636,568 $42,147,812 $40,191,515
................ (14.372) (4.931.639) 1.457.346 (388.680) (139.797)
AAAAAAAAAAAAAAAA $ 1,059,041 $(7.327,397) $ 781,290 $ 1,665,921 $ (138,047)
................ $14,898,406 $15,948,450 $ 8.621.053 $ 9,402,343 $10.619.917
................ (8.997) 0 0 (448,347) (178.261)
AAAAAAAAAAAAAAAA $15,948,450 $ 8,621,053 $ 9,402,343 $10,619,917 $10,303.609
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ASSETS:

Cash and Investments....................

Receivable, Net:

Property Taxes.........................
Utility Taxes................. ... ... ...
Due From Other Governmental Agencies. ..
Due From Component Units...............
Due From Fiduciary Funds...............
Due From Other Funds...................
Accounts. ....... ...

Inventories. ... ... ... ... ... ... ... ...

Prepaid Items...........................
Total Assets...... ... ... .. ..........

LIABILITIES AND FUND EQUITY:
Liabilities:
Accounts Payable.......................
Accrued Payroll.... ... ... ... ... ... .. ...
Due to Other Governmental Agencies.....
Due to Other Funds.....................
Deferred Revenue.......................
Total Liabilities.....................

Fund Equity:

Reserved For Prepaid Insurance.........
Reserved For Inventories...............
Unreserved-Undesignated................
Nonspendable................... ... .. ...
Unassigned (Deficit)...................
Total Fund Equity.....................
Total Liabilities and Fund Equity.....

General Fund
Balance Sheet

Audited As of April 30

2008 2009 2010 2011 2012
$ 1,589,688 $ 1,187,819 $ 96,514 $ 349,924 $ 455,481
4,055,762 4,202,487 5,358,797 5,972,933 6,288,543
578,450 426,659 507,422 502,850 468,701
6,920,150 6,004,238 5,935,876 6,257,133 5,508,486
59,782 57,622 68,668 68,236 63,519
190 30 0 1,100 0
1,536,632 1,308,399 847,196 529,810 453,629
340,915 298,661 248,829 209,007 200,115
48,315 20,734 33,946 1,863 2,859
766,693 911,930 481,958 532,792 410,593
$15,896.577 $14,418,579 $13,579,206 $14,425,648 $13,851,926
$ 7,970,278 $ 7,221,614 $ 6,436,567 $ 6,198,829 $ 4,873,665
513,759 547,050 558,260 508,413 502,847
0 0 0 0 1,290
0 0 0 248 27,289
4,307,576 4,444,953 5,595,066 6,157,711 6,641,136
$12,791,613 $12,213,617 $12,589,893 $12,865,201 $12,046,227
$ 766,693 $ 911,930 $ 481,958 $ 532,792 $ 0
48,315 20,734 33,946 1,863 0
2,289,956 1,272,298 473,409 1,025,792 0
0 0 0 0 413,452
0 0 0 0 1,392,247
$ 3,104,964 $ 2,204,962 $ 989,313 $ 1,560,447 $ 1,805,699
$15,896.577 $14,418,579 $13,579.206 $14,425,648 $13,851,926
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General Fund
Revenues and Expenditures

Audited Fiscal Year Ending April 30

2008 2009 2010 2011 2012

REVENUES::
Taxes . . ... $37,591,886(1) $35,437,201(1) $31,793,521(1) $32,048,249 (1) $31,247,666
Licenses and Permits........ .. ... ... .... 1,070,343 1,122,222 1,228,945 1,309,395 1,368,735
Intergovernmental ....................... 612,868 393,274 618,443 718,426 806,651
Charges for Services.................... 528,359 741,914 820,173 296,734 199,573
Fines and Fees.......................... 537,749 449,781 410,583 404,835 369,452
Interest Income......................... 201,602 33,403 2,931 2,404 1,232
Miscellaneous. .......... ..o 87,582 261,767 414,742 818,126 882,243

Total Revenues........................ $40,630,389 $38,439,562 $35,289,338 $35,598,169 $34,875,552
EXPENDITURES: -
General Government...................... $ 5,805,809 $ 5,868,673 $ 5,862,509 $ 5,855,027 $ 5,288,153
PubTic Safety....... ... ... ... ... ....... 14,035,753 14,798,160 15,156,661 16,026,015 16,654,352
Public Works............................ 2,182,207 2,415,695 2,270,436 0 0
Community Development................... 6,067 5,690 4,536 0 0
Economic Development.................... 20,109,951(1) 17,617,181(1) 15,210,630(1) 13,563,032 (1) 11,844,806
Debt Service............ .. ... ... . ....... 21,593 21,598 10,000 10,000 10,000

Total Expenditures.................... $42,161,380 $40,726,997 $38,514,772 $35,454,074 $33,797,311
Excess (Deficiency) of Revenues

Over (Under) Expenditures.............. $(1,530,991) $(2,287,435) $(3,225,434) $ 144,095 $ 1,078,241
OTHER FINANCING SOURCES (USES):
Operating Transfers In.................. $ 1,967,563 $ 1,857,711 (2) $2,216,562 (4) $ 1,975,386 (6) $ 141,429
Operating Transfers Qut................. (567,487) (470.278)(3) (206.777)(5) (1,100,000)(7) (1,200,000)(8)
Proceeds from Disposal of Capital Assets 0 0 0 0 0

Total Other Financing Sources (Uses) .. $ 1,400,076 $ 1,387,433 $ 2,009,785 $ 875,386 $(1,058,571)
Excess (Deficiency) of Revenues and Other

Financing Sources Over (Under) Expenditure

and Other Financing Uses.............. $ (130,915) $ (900,002) $(1,215,649) $ 1,019,481 $ 19,670
Fund Balance, Beginning................. $ 3,244,876 $ 3,104,964 $ 2,204,962 $ 989,313 $ 1,560,447
Prior Period Adjustment................. (8,997) 0 0 (448,347) 225,582
Fund Balance, Ending.................... $ 3,104,964 $ 2,204,962 $ 989,313 $ 1,560,447 $ 1,805,699
Notes: (1) The City implemented a sales tax sharing incentive program (the “Program”) in fiscal 2000 in which the City

returns a substantial portion of the sales tax generated from the Program to its participants as an economic
development incentive. This table reports the gross sales tax amount as revenues and the related incentives as
expenditures. (See Retail Activity herein for additional description of the Program.) The increase in taxes is a

result of this Program.

(2)

(3)

(4)

(5)

(6)

(7)
(8)

The Capital Projects Fund transferred $77,858 to provide for capital related costs incurred on behalf of Capital
Projects Fund; Kankakee Municipal Utility Fund transferred $582,948 to provide for payments in arrears to the Debt
Service Fund for 1992A General Obligation Bonds and $116,000 as payment in Tieu of taxes; $1,080,905 was
transferred from various Tax Increment Financing Districts (the “Districts”) to provide for the public safety
costs incurred on behalf of the Districts.

The General Fund transferred $455,087 to the Debt Service Fund for bond and interest retirement and $15,191 to the
Park Fund to cover its fund deficit.

The Sewer Utility transferred $116,000 as payment in lieu of taxes and $1,051,833 to provide for payments in
arrears to the Debt Service Fund for 1992A General Obligation Bond; $1,048,729 was transferred from various Tax
Increment Financing Districts (the “Districts”) to provide for the public safety costs incurred on behalf of the
Districts.

The General Fund transferred $57,931 to the Debt Service Fund to provide for bond and interest retirement and
$132,290 to the I11inois Municipal Retirement Fund and $16,556 to the Park Fund to cover their fund deficits.

The Sewer Utility transferred $120,000 as payment in Tieu of taxes and $832,811 to provide for payment in arrears
to the Debt Service Fund for the 1992A General Obligation Bonds; $873,729 was transferred from various Tax
Increment Financing Districts to pay for public safety costs.

Transfer to the Solid Waste Utility Fund to provide for the operations of the Public Works Department.

Transfer to the Kankakee Environmental Services Utility Fund to provide for the operations of the Public Works
Department.
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Budgeted and Estimated General Fund Financial Information(/)

Budget Projected Budget
Twelve Months Twelve Months Twelve Months
Ended Ended Ending
4/30/2013 4/30/2013 4/30/2014

REVENUES :
TaXES o $36,345,024 $31,806,012 $36,954,579
Licenses, Permits and Fees.................. 1,454,000 1,533,353 1,299,000
Charges for Services........................ 510,000 309,897 190,000
Fines and Penalties......................... 434,500 327,256 400,000
Intergovernmental ..... ... ... ... ... . ... ...... 366,178 548,011 366,178
Miscellaneous . ............oieiiii .. 470,500 380,592 420,500

Total Revenues............................ $39,580,202 $34,905,121 $39,630,257
EXPENDITURES:
Administration.......... ... ... . ... . ... ... $ 6,209,428 $ 4,894,293 $ 5,650,208
Public Safety......... ... ... .. . ... ... ... ..... 15,670,774 16,814,405 16,903,804
Economic Development ......... ... ... ... .. ... 16,500,000 12,047,105 16,500,000

Total Expenditures..................... ... $38,380,202 $33,755,803 $39,054,012
Excess (Deficiency) of Revenues

Over (Under) Expenditures.................. $ 1,200,000 $ 1,149,318 $ 576,245
Transfers (Net) ...... .. ... . ... ... .......... (950,000) (950,000) (330,000)

Total ... o $ 250,000 $ 199,318 $ 246,245

Note: (1) Unaudited.

EMPLOYEE RETIREMENT AND OTHER POSTEMPLOYMENT BENEFITS OBLIGATIONS

The Illinois Municipal Retirement Fund (IMRF) is held by the State of Illinois, which sets the annual
contribution by the City. As of December 31, 2011, the most recent actuarial valuation date, the City’s IMRF plan was
75.62 percent funded.

The police and fire pension plans (the “Plans”) are accounted for as Pension Trust Funds and do not have
separate audited financial reports. Currently, the Plans are not fully funded.

The City provides post-employment health care benefits (OPEB) for retired employees through a single
employer defined benefit plan (“Benefit Plan”). Currently the Benefit Plan is not fully funded. The Benefit Plan does
not issue a separate financial report and its activities are accounted for in the City’s General Fund and the Kankakee
Environmental Services Utility Fund.

See APPENDIX A herein for a discussion of the City’s employee retirement and other postemployment
benefits obligations.
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REGISTRATION, TRANSFER AND EXCHANGE

See also APPENDIX B for information on registration, transfer and exchange of book-entry bonds. The Bonds
will be initially issued as book-entry bonds.

The City shall cause books (the “Bond Register”) for the registration and for the transfer of the Bonds to be
kept at the principal office maintained for the purpose by the Bond Registrar in Kankakee, Illinois. The City will
authorize to be prepared, and the Bond Registrar shall keep custody of, multiple bond blanks executed by the City for
use in the transfer and exchange of Bonds.

Any Bond may be transferred or exchanged, but only in the manner, subject to the limitations, and upon
payment of the charges as set forth in the Bond Ordinance (the “Bond Ordinance”). Upon surrender for transfer or
exchange of any Bond at the principal office maintained for the purpose by the Bond Registrar, duly endorsed by, or
accompanied by a written instrument or instruments of transfer in form satisfactory to the Bond Registrar and duly
executed by the registered owner or such owner’s attorney duly authorized in writing, the City shall execute and the
Bond Registrar shall authenticate, date and deliver in the name of the registered owner, transferee or transferees (as the
case may be) a new fully registered Bond or Bonds of the same maturity and interest rate of authorized denominations,
for a like aggregate principal amount.

The execution by the City of any fully registered Bond shall constitute full and due authorization of such Bond,
and the Bond Registrar shall thereby be authorized to authenticate, date and deliver such Bond, provided, however, the
principal amount of outstanding Bonds of each maturity authenticated by the Bond Registrar shall not exceed the
authorized principal amount of Bonds for such maturity less Bonds previously paid.

The Bond Registrar shall not be required to transfer or exchange any Bond following the close of business on
the 15th day of the month next preceding any interest payment date on such Bond (known as the record date), nor to
transfer or exchange any Bond after notice calling such Bond for redemption has been mailed, nor during a period of
fifteen days next preceding mailing of a notice of redemption of any Bonds.

The person in whose name any Bond shall be registered shall be deemed and regarded as the absolute owner
thereof for all purposes, and payment of the principal of or interest on any Bonds shall be made only to or upon the
order of the registered owner thereof or such owner’s legal representative. All such payments shall be valid and
effectual to satisfy and discharge the liability upon such Bond to the extent of the sum or sums so paid.

No service charge shall be made for any transfer or exchange of Bonds, but the City or the Bond Registrar may
require payment of a sum sufficient to cover any tax or other governmental charge that may be imposed in connection
with any transfer or exchange of Bonds except in the case of the issuance of a Bond or Bonds for the unredeemed
portion of a bond surrendered for redemption.
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TAX TREATMENT - THE 2013A BONDS
Taxable Bonds

Interest on the 2013A Bonds is includible in gross income for federal income purposes. Ownership of the
2013A Bonds may result in other federal income tax consequences to certain taxpayers. 2013A Bondholders should
consult their tax advisors with respect to the inclusion of interest on the 2013A Bonds in gross income for federal
income tax purposes and any collateral tax consequences. Ownership of the 2013A Bonds may result in other state and
local tax consequences to certain taxpayers, and Bond Counsel expresses no opinion regarding any such consequences
arising with respect to the 2013A Bonds.

Original Issue Discount

Certain maturities of the 2013A Bonds may be sold with original issue discount. Generally, original issue
discount is taxed as it accrues. 2013A Bondholders should consult their tax advisors concerning the computation of
original issue discount accruing in each tax year.

TAX EXEMPTION - THE 2013B BONDS

Federal tax law contains a number of requirements and restrictions which apply to the 2013B Bonds, including
investment restrictions, periodic payments of arbitrage profits to the United States, requirements regarding the proper
use of bond proceeds and the facilities financed therewith, and certain other matters. The City has covenanted to
comply with all requirements that must be satisfied in order for the interest on the 2013B Bonds to be excludable from
gross income for federal income tax purposes. Failure to comply with certain of such covenants could cause interest on
the 2013B Bonds to become includible in gross income for federal income tax purposes retroactively to the date of
issuance of the 2013B Bonds.

Subject to the City’s compliance with the above-referenced covenants, under present law, in the opinion of
Bond Counsel, interest on the 2013B Bonds is excludable from the gross income of the owners thereof for federal
income tax purposes, and is not included as an item of tax preference in computing the federal alternative minimum tax
for individuals and corporations, but Bond Counsel expresses no opinion as to whether interest on the 2013B Bonds is
taken into account in computing adjusted current earnings, which is used in determining the federal alternative
minimum tax for certain corporations.

In rendering its opinion, Bond Counsel will rely upon certifications of the City with respect to certain material
facts within the City’s knowledge and upon the mathematical computation of the yields on the Bonds and the yield on
certain investments by Dunbar Breitweiser & Company, LLP, Bloomingdale, Illinois, Independent Certified Public
Accountants. Bond Counsel’s opinion represents its legal judgment based upon its review of the law and the facts that
it deems relevant to render such opinion and is not a guarantee of a result.
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Ownership of the 2013B Bonds may result in collateral federal income tax consequences to certain taxpayers,
including, without limitation, corporations subject to the alternative minimum tax, corporations subject to the branch
profits tax, financial institutions, certain insurance companies, certain S corporations, individual recipients of Social
Security or Railroad Retirement benefits and taxpayers who may be deemed to have incurred (or continued)
indebtedness to purchase or carry tax-exempt obligations. Prospective purchasers of the 2013B Bonds should consult
their tax advisors as to applicability of any such collateral consequences.

The issue price (the “Issue Price”) for each maturity of the 2013B Bonds is the price at which a substantial
amount of such maturity of the 2013B Bonds is first sold to the public. The Issue Price of a maturity of the 2013B
Bonds may be different from the price set forth, or the price corresponding to the yield set forth, on the cover page
hereof.

If the Issue Price of a maturity of the 2013B Bonds is less than the principal amount payable at maturity, the
difference between the Issue Price of each such maturity, if any, of the 2013B Bonds (the “OID Bonds”) and the
principal amount payable at maturity is original issue discount.

For an investor who purchases an OID Bond in the initial public offering at the Issue Price for such maturity
and who holds such OID Bond to its stated maturity, subject to the condition that the City complies with the covenants
discussed above, (a) the full amount of original issue discount with respect to such OID Bond constitutes interest which
is excludable from the gross income of the owner thereof for federal income tax purposes; (b) such owner will not
realize taxable capital gain or market discount upon payment of such OID Bond at its stated maturity; (c) such original
issue discount is not included as an item of tax preference in computing the alternative minimum tax for individuals and
corporations under the Code, but owners of OID Bonds should consult their own tax advisors as to whether such
original issue discount is taken into account in computing adjusted current earnings, which is used in determining the
federal alternative minimum tax for certain corporations; and (d) the accretion of original issue discount in each year
may result in an alternative minimum tax liability for corporations or certain other collateral federal income tax
consequences in each year even though a corresponding cash payment may not be received until a later year. Based
upon the stated position of the Illinois Department of Revenue under Illinois income tax law, accreted original issue
discount on such OID Bonds is subject to taxation as it accretes, even though there may not be a corresponding cash
payment until a later year. Owners of OID Bonds should consult their own tax advisors with respect to the state and
local tax consequences of original issue discount on such OID Bonds.

Owners of 2013B Bonds who dispose of 2013B Bonds prior to the stated maturity (whether by sale, redemption
or otherwise), purchase 2013B Bonds in the initial public offering, but at a price different from the Issue Price or
purchase 2013B Bonds subsequent to the initial public offering should consult their own tax advisors.

If a 2013B Bond is purchased at any time for a price that is less than the 2013B Bond’s stated redemption price
at maturity or, in the case of an OID Bond, its Issue Price plus accreted original issue discount (the “Revised Issue
Price”), the purchaser will be treated as having purchased a 2013B Bond with market discount subject to the market
discount rules of the Code (unless a statutory de minimis rule applies). Accrued market discount is treated as taxable
ordinary income and is recognized when a 2013B Bond is disposed of (to the extent such accrued discount does not
exceed gain realized) or, at the purchaser’s election, as it accrues. Such treatment would apply to any purchaser who
purchases an OID Bond for a price that is less than its Revised Issue Price. The applicability of the market discount
rules may adversely affect the liquidity or secondary market price of such 2013B Bond. Purchasers should consult their
own tax advisors regarding the potential implications of market discount with respect to the 2013B Bonds.
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An investor may purchase a 2013B Bond at a price in excess of its stated principal amount. Such excess is
characterized for federal income tax purposes as “bond premium” and must be amortized by an investor on a constant
yield basis over the remaining term of the 2013B Bond in a manner that takes into account potential call dates and call
prices. An investor cannot deduct amortized bond premium relating to a tax-exempt bond. The amortized bond
premium is treated as a reduction in the tax-exempt interest received. As bond premium is amortized, it reduces the
investor’s basis in the 2013B Bond. Investors who purchase a 2013B Bond at a premium should consult their own tax
advisors regarding the amortization of bond premium and its effect on the 2013B Bond’s basis for purposes of
computing gain or loss in connection with the sale, exchange, redemption or early retirement of the 2013B Bond.

There are or may be pending in the Congress of the United States legislative proposals, including some that
carry retroactive effective dates, that, if enacted, could alter or amend the federal tax matters referred to above or
adversely affect the market value of the 2013B Bonds. It cannot be predicted whether or in what form any such
proposal might be enacted or whether, if enacted, it would apply to bonds issued prior to enactment. Prospective
purchasers of the 2013B Bonds should consult their own tax advisors regarding any pending or proposed federal tax
legislation. Bond Counsel expresses no opinion regarding any pending or proposed federal tax legislation.

The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax-exempt obligations to
determine whether, in the view of the Service, interest on such tax-exempt obligations is includible in the gross income
of the owners thereof for federal income tax purposes. It cannot be predicted whether or not the Service will
commence an audit of the 2013B Bonds. If an audit is commenced, under current procedures the Service may treat the
City as the taxpayer and the 2013B Bondholders may have no right to participate in such procedure. The
commencement of an audit could adversely affect the market value and liquidity of the 2013B Bonds until the audit is
concluded, regardless of the ultimate outcome.

Payments of interest on, and proceeds of the sale, redemption or maturity of, tax-exempt obligations, including
the 2013B Bonds, are in certain cases required to be reported to the Service. Additionally, backup withholding may
apply to any such payments to any 2013B Bond owner who fails to provide an accurate Form W-9 Request for
Taxpayer Identification Number and Certification, or a substantially identical form, or to any 2013B Bond owner who
is notified by the Service of a failure to report any interest or dividends required to be shown on federal income tax
returns. The reporting and backup withholding requirements do not affect the excludability of such interest from gross
income for federal tax purposes.

Ownership of the 2013B Bonds may result in other state and local tax consequences to certain taxpayers. Bond
Counsel expresses no opinion regarding any such collateral consequences arising with respect to the 2013B Bonds.
Prospective purchasers of the 2013B Bonds should consult their tax advisors regarding the applicability of any such
state and local taxes.

QUALIFIED TAX-EXEMPT OBLIGATIONS - THE 2013B BONDS

Subject to the City’s compliance with certain covenants, in the opinion of Bond Counsel, the 2013B Bonds are
“qualified tax-exempt obligations” under the small issuer exception provided under Section 265(b)(3) of the Code,
which affords banks and certain other financial institutions more favorable treatment of their deduction for interest
expense than would otherwise be allowed under Section 265(b)(2) of the Code.
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CONTINUING DISCLOSURE

The City will enter into a Continuing Disclosure Undertaking (the “Undertaking”) for the benefit of the
beneficial owners of the Bonds to send certain information annually and to provide notice of certain events to the
Municipal Securities Rulemaking Board (the “MSRB”) pursuant to the requirements of Section (b)(5) of Rule 15¢2-12
(the “Rule”) adopted by the Securities and Exchange Commission (the “Commission”) under the Securities Exchange
Act of 1934. No person, other than the City, has undertaken, or is otherwise expected, to provide continuing
disclosure with respect to the Bonds. The information to be provided on an annual basis, the events which will be
noticed on an occurrence basis and a summary of other terms of the Undertaking, including termination, amendment
and remedies, are set forth below under “THE UNDERTAKING.”

The City has represented that it has not failed to comply in all material respects with each and every
undertaking previously entered into by it pursuant to the Rule, except a certain material event disclosure pertaining to
bond insurance rating changes required in prior undertakings, within the timeframe required in the prior undertakings.
On September 14, 2012, this material event disclosure was filed with the MSRB, through EMMA. A failure by the
City to comply with the Undertaking will not constitute a default under the Ordinance and beneficial owners of the
Bonds are limited to the remedies described in the Undertaking. See “THE UNDERTAKING - Consequences of
Failure of the City to Provide Information.” The City must report any failure to comply with the Undertaking in
accordance with the Rule. Any broker, dealer or municipal securities dealer must consider such report before
recommending the purchase or sale of the Bonds in the secondary market. Consequently, such a failure may adversely
affect the transferability and liquidity of the Bonds and their market price.

Bond Counsel expresses no opinion as to whether the Undertaking complies with the requirements of Section
(b)(5) of the Rule.

THE UNDERTAKING

The following is a brief summary of certain provisions of the Undertaking of the City and does not purport to
be complete. The statements made under this caption are subject to the detailed provisions of the Undertaking, a copy
of which is available upon request from the City.

Annual Financial Information Disclosure

The City covenants that it will disseminate its Annual Financial Information and its Audited Financial
Statements, if any (as described below) to the MSRB in such manner and format and accompanied by identifying
information as is prescribed by the MSRB or the Commission at the time of delivery of such information within 210
days after the last day of the City’s fiscal year (currently on April 30, 2012). If Audited Financial Statements are not
available when the Annual Financial Information is filed, the City will file unaudited financial statements. The City
will submit Audited Financial Statements to EMMA within 30 days after availability to the City.

“Annual Financial Information” means:
1. The table under the heading of “SEWER SYSTEM FINANCIAL INFORMATION”.

“Audited Financial Statements” means financial statements of the City as audited annually by independent
certified public accountants. Audited Financial Statements are expected to continue to be prepared according to
Generally Accepted Accounting Principles as applicable to governmental units (i.e., as subject to the pronouncements
of the Governmental Accounting Standards Board and subject to any express requirements of State law).
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Reportable Events Disclosure

The City covenants that it will disseminate in a timely manner to the MSRB the disclosure of the occurrence of
a Reportable Event (as described below) with respect to the Bonds in such manner and format and accompanied by
identifying information as is prescribed by the MSRB or the Commission at the time of delivery of such information.
The “”Reportable Events” are:

Principal and interest payment delinquencies

Non-payment related defaults, if material

Unscheduled draws on debt service reserves reflecting financial difficulties

Unscheduled draws on credit enhancements reflecting financial difficulties

Substitution of credit or liquidity providers, or their failure to perform

Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations

of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or

determinations with respect to the tax status of the security, or other material events affecting the tax
status of the security

7 Modifications to the rights of security holders, if material

8. Bond calls, if material, and tender offers

9. Defeasances

10. Release, substitution or sale of property securing repayment of the securities, if material

11. Rating changes

12. Bankruptcy, insolvency, receivership or similar event of the City *

13. The consummation of a merger, consolidation, or acquisition involving the City or the sale of all or
substantially all of the assets of the City, other than in the ordinary course of business, the entry into a
definitive agreement to undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms, if material

14. Appointment of a successor or additional trustee or the change of name of a trustee, if material.

AN DN AW

Consequences of Failure of the City to Provide Information

The City shall give notice in a timely manner to the MSRB of any failure to provide disclosure of Annual
Financial Information and Audited Financial Statements when the same are due under the Undertaking.

In the event of a failure of the City to comply with any provision of the Undertaking, the beneficial owner of
any Bond may seek mandamus or specific performance by court order, to cause the City to comply with its obligations
under the Undertaking. A default under the Undertaking shall not be deemed a default under the Ordinance, and the
sole remedy under the Undertaking in the event of any failure of the City to comply with the Undertaking shall be an
action to compel performance.

* This event is considered to occur when any of the following occur: the appointment of a receiver, fiscal agent or similar officer for the City in a
proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or governmental authority has
assumed jurisdiction over substantially all of the assets or business of the City, or if such jurisdiction has been assumed by leaving the existing governing
body and officials or officers in possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order
confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority having supervision or jurisdiction over substantially
all of the assets or business of the City.

59



City of Kankakee, Kankakee County, Illinois
Taxable Sewer Revenue Bonds, Series 2013A
Sewer Revenue Refunding Bonds, Series 2013B

Amendment; Waiver

Notwithstanding any other provision of the Undertaking, the City by resolution or ordinance authorizing such
amendment or waiver, may amend the Undertaking, and any provision of the Undertaking may be waived, if:

(a) @) The amendment or the waiver is made in connection with a change in circumstances that arises
from a change in legal requirements, including, without limitation, pursuant to a “no-action” letter issued by
the Commission, a change in law, or a change in the identity, nature, or status of the City, or type of business
conducted; or

(ii) The Undertaking, as amended, or the provision, as waived, would have complied with the
requirements of the Rule at the time of the primary offering, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and

(b) The amendment or waiver does not materially impair the interests of the beneficial owners of the
Bonds, as determined by parties unaffiliated with the City (such as Bond Counsel).

In the event that the Commission or the MSRB or other regulatory authority approves or requires Annual
Financial Information or notices of a Reportable Event to be filed with a central post office, governmental agency or
similar entity other than the MSRB or in lieu of the MSRB, the City shall, if required, make such dissemination to such
central post office, governmental agency or similar entity without the necessity of amending the Undertaking.

Termination of Undertaking

The Undertaking shall be terminated if the City shall no longer have any legal liability for any obligation on or
relating to repayment of the Bonds under the Ordinance. The City shall give notice to the MSRB in a timely manner if
this paragraph is applicable.

Additional Information

Nothing in the Undertaking shall be deemed to prevent the City from disseminating any other information,
using the means of dissemination set forth in the Undertaking or any other means of communication, or including any
other information in any Annual Financial Information or Audited Financial Statements or notice of occurrence of a
Reportable Event, in addition to that which is required by the Undertaking. If the City chooses to include any
information from any document or notice of occurrence of a Reportable Event in addition to that which is specifically
required by the Undertaking, the City shall have no obligation under the Undertaking to update such information or
include it in any future disclosure or notice of occurrence of a Reportable Event.

Dissemination of Information; Dissemination Agent
When filings are required to be made with the MSRB in accordance with the Undertaking, such filings are

required to be made through its EMMA system for municipal securities disclosure or through any other electronic
format or system prescribed by the MSRB for purposes of the Rule.
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LITIGATION

There is no 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 City taken with respect to the issuance or sale thereof.

The City has a number of contracts with retailers whereby it shares a substantial portion of the local sales
taxes generated by those retailers. Legal action has been filed by the City of Chicago and the Regional
Transportation Authority contesting these agreements and whether either of the plaintiffs have any right to the
sales tax proceeds. The City of Kankakee is in the process of strongly defending the lawsuits and can show that
there has been almost no shifting of the sales tax from the jurisdiction of the plaintiffs. The City believes that the
contracts it established have not shifted the point of sale from other Illinois locations, and that its agreements are
legally valid.

CERTAIN LEGAL MATTERS

Certain legal matters incident to the authorization, issuance and sale of the Bonds are subject to the approving
legal opinion of Chapman and Cutler LLP, Chicago, Illinois, as Bond Counsel (the “Bond Counsel”), who has been
retained by, and acts as, Bond Counsel to the City. Bond Counsel has not been retained or consulted on disclosure
matters and has not undertaken to review or verify the accuracy, completeness or sufficiency of this Final Official
Statement or other offering material relating to the Bonds and assumes no responsibility for the statements or
information contained in or incorporated by reference in this Final Official Statement, except that in its capacity as
Bond Counsel, Chapman and Cutler LLP has, at the request of the City, reviewed only those portions of this Final
Official Statement involving the description of the Bonds, the security for the Bonds (excluding forecasts, projections,
estimates or any other financial or economic information in connection therewith), the description of the federal tax
exemption of interest on the 2013B Bonds and the “bank-qualified” status of the 2013B Bonds. This review was
undertaken solely at the request and for the benefit of the City and did not include any obligation to establish or confirm
factual matters set forth herein.

FINAL OFFICIAL STATEMENT AUTHORIZATION

This Final Official Statement has been authorized for distribution to prospective purchasers of the Bonds. All
statements, information, and statistics herein are believed to be correct but are not guaranteed by the consultants or by
the City, and all expressions of opinion, whether or not so stated, are intended only as such.

INVESTMENT RATING

The City’s rating is “A/Stable” from Standard & Poor’s Corporation. The City has supplied certain
information and material concerning the Bonds and the City to the rating service shown on the cover page, including
certain information and materials which may not have been included in this Final Official Statement, as part of its
application for an investment rating on the Bonds. A rating reflects only the views of the rating agency assigning such
rating and an explanation of the significance of such rating may be obtained from such rating agency. Generally, such
rating service bases its rating on such information and material, and also on such investigations, studies and
assumptions that it may undertake independently. There is no assurance that such rating will continue for any given
period of time or that it may not be lowered or withdrawn entirely by such rating service if, in its judgment,
circumstances so warrant. Any such downward change in or withdrawal of such rating may have an adverse effect on
the secondary market price of the Bonds. An explanation of the significance of the investment rating may be obtained
from the rating agency: Standard & Poor’s Corporation, 55 Water Street, New York, New York 10041, telephone
212-438-2000. The City will provide appropriate periodic credit information to the rating service to maintain a rating
on the Bonds.
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DEFEASANCE

The Bonds are subject to legal defeasance by the irrevocable deposit of full faith and credit obligations of the
United States of America, obligations the timely payment of which are guaranteed by the United States Treasury, or
certificates of participation in a trust comprised solely of full faith and credit obligations of the United States of
America (collectively, the “Government Obligations”) with a bank or trust company acting as escrow agent. Any such
deposit must be of sufficient amount that the receipts from the Government Obligations plus any cash on deposit will be
sufficient to pay debt service on the Bonds when due or as called for redemption.

UNDERWRITING
The 2013A Bonds

PNC Capital Markets LLC, Chicago, Illinois (the “2013A Underwriter”) has agreed to purchase all but not less
than all of the 2013A Bonds at a price of $2,150,871.44 (reflecting the par amount of $2,170,000 less an underwriter’s
discount of $19,128.56). It is anticipated that delivery of the 2013A Bonds will occur on the date shown on the cover
page hereof. The 2013A Bonds may be offered and sold to certain dealers (including the 2013A Underwriter or other
dealers depositing 2013A Bonds into investment trusts) at prices or yields other than such public offering prices or
yields shown in this Final Official Statement, and such public offering prices or yields may be changed, from time to
time, by the 2013A Underwriter.

The 2013B Bonds

PNC Capital Markets LLC, Chicago, Illinois (the “2013B Underwriter”) has agreed to purchase all but not less
than all of the 2013B Bonds at a price of $3,464,079.24 (reflecting the par amount of $3,550,000 less the Original Issue
Discount of $54,627.50 and less an underwriter’s discount of $31,293.26).1t is anticipated that delivery of the 2013B
Bonds will occur on the date shown on the cover page hereof. The 2013B Bonds may be offered and sold to certain
dealers (including the 2013B Underwriter or other dealers depositing 2013B Bonds into investment trusts) at prices or
yields other than such public offering prices or yields shown in this Final Official Statement, and such public offering
prices or yields may be changed, from time to time, by the 2013B Underwriter.

FINANCIAL ADVISOR

The City has engaged Speer Financial, Inc. as financial advisor (the “Financial Advisor”) in connection with
the issuance and sale of the Bonds. The Financial Advisor is a Registered Municipal Advisor in accordance with the
rules of the Municipal Securities Rulemaking Board (the “MSRB”). The Financial Advisor will not participate in the
underwriting of the Bonds. The financial information included in the Final Official Statement has been compiled by the
Financial Advisor. Such information does not purport to be a review, audit or certified forecast of future events and
may not conform with accounting principles applicable to compilations of financial information. The Financial Advisor
is not obligated to undertake any independent verification of or to assume any responsibility for the accuracy,
completeness or fairness of the information contained in this Final Official Statement, nor is the Financial Advisor
obligated by the City’s continuing disclosure undertaking.
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CERTIFICATION

We have examined this Final Official Statement dated July 18, 2013, for the $2,170,000 Taxable Sewer
Revenue Bonds, Series 2013A, and $3,550,000 Sewer Refunding Revenue Bonds, Series 2013B, believe it to be true
and correct and will provide to the purchaser of the Bonds at the time of delivery a certificate confirming to the
purchaser that to the best of our knowledge and belief information in the Official Statement was at the time of
acceptance of the bid for the Bonds and, including any addenda thereto, was at the time of delivery of the Bonds true
and correct in all material respects and does not include any untrue statement of a material fact, nor does it omit the
statement of any material fact required to be stated therein, or necessary to make the statements therein, in the light of
the circumstances under which they were made, not misleading.

/s/ NINA EPSTEIN /s/ ANJANITA DUMAS
Mayor City Clerk
CITY OF KANKAKEE CITY OF KANKAKEE
Kankakee County, Illinois Kankakee County, Illinois
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APPENDIX A

CITY OF KANKAKEE
KANKAKEE COUNTY, ILLINOIS

EXCERPTS OF FISCAL YEAR 2012 AUDITED FINANCIAL STATEMENTS
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APPENDIX B
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

1. The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for
the Bonds (the “Securities”). The Securities will be issued as fully-registered securities registered in the name of Cede
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative of DTC.
One fully-registered Security certificate will be issued for each issue of the Securities, each in the aggregate principal
amount of such issue, and will be deposited with DTC.

2. DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the
New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of
the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and
municipal debt issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and
other securities transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard &
Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com.

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

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co.
or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose accounts
such Securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers.
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5. 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.
Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to
the Security documents. For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding
the Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative,
Beneficial Owners may wish to provide their names and addresses to the registrar and request that copies of notices be
provided directly to them.

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be
redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Securities unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the City 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 Securities are credited
on the record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede &
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit
Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the City or the
Paying Agent, on payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, the Paying Agent, or the City, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the City or the Paying Agent, disbursement of such payments to Direct Participants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct
and Indirect Participants.

9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through its
Participant, to any Tender/Remarketing Agent, and shall effect delivery of such Securities by causing the Direct
Participant to transfer the Participant’s interest in the Securities, on DTC’s records, to any Tender/Remarketing Agent.
The requirement for physical delivery of Securities in connection with an optional tender or a mandatory purchase will
be deemed satisfied when the ownership rights in the Securities are transferred by Direct Participants on DTC’s records
and followed by a book-entry credit of tendered Securities to any Tender/Remarketing Agent’s DTC account.

10. DTC may discontinue providing its services as depository with respect to the Securities at any time by
giving reasonable notice to the City or the Paying Agent. Under such circumstances, in the event that a successor

depository is not obtained, Security certificates are required to be printed and delivered.

11. The City may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, Security certificates will be printed and delivered to DTC.

12. The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereof.
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APPENDIX C
PROPOSED FORM OF OPINION OF BOND COUNSEL
[LETTERHEAD OF CHAPMAN AND CUTLER LLP]
[TO BE DATED CLOSING DATE]

We hereby certify that we have examined certified copy of the proceedings (the “Proceedings”)
of the City Council of the City of Kankakee, Kankakee County, Illinois (the “City”), passed preliminary
to the issue by the City of its fully registered Taxable Sewer Revenue Bonds, Series 2013A (the
“2013A Bonds”), to the amount of $2,170,000, dated the date hereof, in denominations $5,000 or

authorized integral multiples thereof, due and payable serially on May 1 of the years and in the amounts
as follows:

YEAR AMOUNT ($) RATE (%)
2017 215,000 2.910
2018 220,000 3.110

* k% * k% * k%
2020 465,000 3.830

* k% *k* *k*
2023 775,000 4.780
*k* *k*k *k*
2025 495,000 5.130

Each of the 2013 A Bonds bears interest from the later of its dated date as stated above or from the
most recent interest payment date to which interest has been paid or duly provided for, until the principal
amount of each such 2013A Bond, respectively, is paid or duly provided for, such interest (computed
upon the basis of a 360-day year of twelve 30-day months) being payable on May 1 and November 1 of
each year, commencing on May 1, 2014.

The 2013A Bonds due on May 1 of the years 2020, 2023 and 2025, are Term Bonds and are
subject to mandatory redemption prior to maturity by operation of the Bond Fund at a price of par and
accrued interest, without premium, on May 1 of the years and in the amounts as follows:

FOR THE 2020 TERM BOND
YEAR AMOUNT (%)
2019 230,000
2020 235,000 (stated maturity)

FOR THE 2023 TERM BOND

YEAR AMOUNT (%$)
2021 245,000
2022 260,000

2023 270,000 (stated maturity)



FOR THE 2025 TERM BOND

YEAR AMOUNT ($)
2024 285,000
2025 210,000 (stated maturity)

Based upon such examination, we are of the opinion that the Proceedings show lawful authority
for the issuance of the 2013 A Bonds under the laws of the State of Illinois now in force.

We further certify that we have examined form of bond prescribed for said issue and find the
same in due form of law, and in our opinion the 2013A Bonds, to the amount named, constitute valid and
legally binding special obligations of said City, and, except that the rights of the owners of the
2013 A Bonds and the enforceability of the Bonds may be limited by bankruptcy, insolvency, moratorium,
reorganization and other similar laws affecting creditors’ rights and by equitable principles, whether
considered in law or at equity, including the exercise of judicial discretion, are payable, ratably and
equally with certain Taxable Sewer Revenue Bonds, Series 2009, Taxable Sewer Revenue Bonds, Series
2010A (Recovery Zone Economic Development Bonds - Direct Pay), Sewer Revenue Refunding Bonds,
Series 2010B, and Sewer Revenue Refunding Bonds, Series 2013B, of the City, solely from the Net
Revenues derived from the operation of the combined waterworks and sewerage system of said City.
Additional parity obligations may be issued in the future under the terms of the ordinance authorizing the
2013A Bonds.

It is our opinion that, under present law, interest on the 2013A Bonds is includible in gross
income of the owners thereof for federal income tax purposes. Ownership of the 2013A Bonds may result
in other federal tax consequences to certain taxpayers. 2013A Bondholders should consult their own tax
advisors concerning tax consequences of ownership of the 2013A Bonds.

We express no opinion herein as to the accuracy, adequacy or completeness of the Official
Statement relating to the 2013 A Bonds.

In rendering this opinion, we have relied upon certifications of the City with respect to certain
material facts within the City’s knowledge. Our opinion represents our legal judgment based upon our
review of the law and the facts that we deem relevant to render such opinion and is not a guarantee of a
result. This opinion is given as of the date hereof and we assume no obligation to revise or supplement
this opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes
in law that may hereafter occur.
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PROPOSED FORM OF OPINION OF BOND COUNSEL
[LETTERHEAD OF CHAPMAN AND CUTLER LLP]
[TO BE DATED CLOSING DATE]

We hereby certify that we have examined certified copy of the proceedings (the “Proceedings”) of the City
Council of the City of Kankakee, Kankakee County, Illinois (the “City”), passed preliminary to the issue by the City
of its fully registered Sewer Revenue Refunding Bonds, Series 2013B (the “2013B Bonds”), to the amount of
$3,550,000, dated the date hereof, in denominations $5,000 or authorized integral multiples thereof, due and payable
serially on May 1 of the years and in the amounts as follows:

YEAR AMOUNT ($) RATE (%)
2028 1,090,000 4.375

* k% * k% *k*
2031 1,145,000 4,625

* k% *k* * k%
2034 1,315,000 4.875

Each of the 2013B Bonds bears interest from the later of its dated date as stated above or from the most
recent interest payment date to which interest has been paid or duly provided for, until the principal amount of each
such Bond, respectively, is paid or duly provided for, such interest (computed upon the basis of a 360-day year of
twelve 30-day months) being payable on May 1 and November 1 of each year, commencing on May 1, 2014.

The 2013B Bonds due on May 1 of the years 2028, 2031 and 2034, are Term Bonds and are subject to
mandatory redemption prior to maturity by operation of the Bond Fund at a price of par and accrued interest,
without premium, on May 1 of the years and in the amounts as follows:

FOR THE 2028 TERM BOND
YEAR AMOUNT (%)
2025 95,000
2026 320,000
2027 330,000
2028 345,000 (stated maturity)

FoR THE 2031 TERM BOND

YEAR AMOUNT (%)
2029 365,000
2030 380,000
2031 400,000 (stated maturity)
FOR THE 2034 TERM BOND
YEAR AMOUNT ($)
2032 415,000
2033 440,000

2034 460,000 (stated maturity)



The 2013B Bonds are subject to redemption prior to maturity at the option of the City, from any available
monies, on May 1, 2023, and any date thereafter, in whole or in part, and if in part in such principal amounts and
from such maturities as determined by the City and within any maturity by lot, at a redemption price of par plus
accrued interest to the date fixed for redemption.

Based upon such examination, we are of the opinion that the Proceedings show lawful authority for the
issuance of the 2013B Bonds under the laws of the State of Illinois now in force.

We further certify that we have examined form of bond prescribed for said issue and find the same in due
form of law, and in our opinion the 2013B Bonds, to the amount named, constitute valid and legally binding special
obligations of said City, and, except that the rights of the owners of the 2013B Bonds and the enforceability of the
2013B Bonds may be limited by bankruptcy, insolvency, moratorium, reorganization and other similar laws
affecting creditors’ rights and by equitable principles, whether considered in law or at equity, including the exercise
of judicial discretion, are payable, ratably and equally with certain Taxable Sewer Revenue Bonds, Series 2009,
Taxable Sewer Revenue Bonds, Series 2010A (Recovery Zone Economic Development Bonds - Direct Pay), Sewer
Revenue Refunding Bonds, Series 2010B, and Taxable Sewer Revenue Bonds, Series 2013A, of the City, solely
from the Net Revenues derived from the operation of the combined waterworks and sewerage system of said City.
Additional parity obligations may be issued in the future under the terms of the ordinance authorizing the
2013B Bonds.

It is our opinion that, subject to the City’s compliance with certain covenants, under present law, interest on
the 2013B Bonds is excludable from gross income of the owners thereof for federal income tax purposes and is not
included as an item of tax preference in computing the alternative minimum tax for individuals and corporations
under the Internal Revenue Code of 1986, as amended (the “Code”), but we express no opinion as to whether
interest on the 2013B Bonds is taken into account in computing adjusted current earnings, which is used in
determining the federal alternative minimum tax for certain corporations. Failure to comply with certain of such
City covenants could cause interest on the 2013B Bonds to be includible in gross income for federal income tax
purposes retroactively to the date of issuance of the 2013B Bonds. Ownership of the 2013B Bonds may result in
other federal tax consequences to certain taxpayers, and we express no opinion regarding any such collateral
consequences arising with respect to the 2013B Bonds. In rendering our opinion on tax exemption, we have relied
on the mathematical computation of the yield on the 2013B Bonds and on the yield on certain investments by
Dunbar Breitweiser & Company, LLP, certified public accountants.

It is also our opinion that the 2013B Bonds are “qualified tax-exempt obligations” under Section 265(b)(3)
of the Code.

We express no opinion herein as to the accuracy, adequacy or completeness of the Official Statement
relating to the 2013B Bonds.

In rendering this opinion, we have relied upon certifications of the City with respect to certain material
facts within the City’s knowledge. Our opinion represents our legal judgment based upon our review of the law and
the facts that we deem relevant to render such opinion and is not a guarantee of a result. This opinion is given as of
the date hereof and we assume no obligation to revise or supplement this opinion to reflect any facts or
circumstances that may hereafter come to our attention or any changes in law that may hereafter occur.
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