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City of Holland Economic Development Highlights

On March 12, 2010 Compact Power, Inc. (CPI), a Troy, Michigan based subsidiary
of Korea based LG Chem Ltd LG Group, announced it will build a 650,000 square
foot $304 million plant in the City of Holland to manufacture lithium-ion cells
for GM Volt battery packs. The plant is anticipated to begin electric drive
vehicle battery assembly operations in Q1 of 2012 and provide 300 jobs over
the first five years. The City partnered with Lakeshore Advantage beginning
in February 2009 in an intensive effort to promote the City of Holland as the
final plant site selection. This process included acquisition
and annexation by the City of two Fillmore Township land
parcels needed to expand the manufacturing site footprint.
Economic incentives for the project include a $151 million
federal Department of Energy grant and a Michigan
Renewable Energy Renaissance Zone.

Left to Right -
Randy Thelen of Lakeshore
Advantage, Kee Eun and
Hee Yil Ro of LG Chem

Left to Right -
Jae Ham of LG Chem with Hol-
land Mayor Kurt Dykstra

Prior to that announcement, Johnson Controls partnered with
Saft, an international manufacturer of high-tech batteries,
to create Johnson Controls-Saft (JCS). This partnership will
manufacture lithium-ion cells and complete hybrid battery systems at the existing Meadowbrook facility site in the
City of Holland. The plant is estimated to create 300 new jobs in the first 3 years and 550 new jobs within 5 years
to produce 10 to 15 million cells a year for various customers, including Ford. Economic incentives for the project
include a $300 million federal Department of Energy grant and a Michigan Strategic Fund Renaissance Zone.

The combination of the LG Chem/CPI and JCS battery projects set Holland on the edge of an exciting future of
alternative energy powered vehicles. Additional synergy projecting Holland and West Michigan to the forefront of
alternative energy production includes the expansion plans of Energetx Composites which anticipates creation of
hundreds of new jobs manufacturing furbine blades for utility-scale furbines. Other companies expected fo create
significant jobs in Holland featured on the front cover include LeanLogistics, Inc., NOVO 1, Inc., and Haworth Inc.

The FY2011 budget includes the first of three years of Michigan Department of Transportation Economic
Development Fund (TEDF) grant funding to support eleven road and bridge projects that improve accessibility fo the
target industries described above. A three year construction total of $11.96 million includes a suite of $9.3 million
in TEDF grant funding and local and MDOT matching funds of $2.66 million making this one of the largest grants
awarded by the Michigan Department of Transportation (MDOT) in recent memory. These grants provide funding
for projects that improve accessibility fo target industries as a catalyst for economic growth, support private
initiatives that create or retain jobs, and encourage economic development and redevelopment efforts that will benefit
Michigan citizens.

Photos of the March 12, 2012 LG Chem/CPI announcement provided courtesy of Dennis Geppert, Holland Sentinel.

Please visit our website at www.cityofholland.com or contact us with any questions at:
City of Holland
City Hall, 270 S. River Ave.
Holland, MT 49423
Phone (616) 355-1300 City General Information or (616) 355-1370 Finance and Budget
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CITY OF HOLLAND

ORGANIZATIONAL VISION & MISSION
STATEMENTS

In 1995 and 1996, the City Council, City staff and City employees developed through a
Continuous Improvement Process (CIP) Mission and Belief Statements which guide the
operation of the City. In 2006, as part of the annual City staff and City Council retreat, it
was decided that a City vision statement would be beneficial to further assist the City and
continuing to develop our action plans for the future. As aresult, with the assistance of a
facilitator, the all day joint meeting of the staff and City Council resulted in developing a
general outline and foundation for a vision statement.

VISION STATEMENT

A vibrant, world class community in a beautiful lakefront environment where people work
together, celebrate community and realize dreams
S

Our mission is to provide .
- quality municipal ser ?
representation;
- the best conditions unde
- compassionate leader
government that serve

' their participation and

our community; and a

As employees of the City of Holland,
- Maintain respect for each other and the public.

Foster a progressive environment where employees are strongly encouraged to reach
their full potential.

Perform each responsibility with pride and integrity.

Continually improve channels of communications both internally and externally.
Encourage participation by all in the development and improvement of services.

Strive for excellence and satisfaction in public services.

Recognize our strengths and weakness and how we can learn from them.

Build upon our diversity and experiences as we prepare for the future.




CITY OF HOLLAND

ACTION PLAN PROCESS

To implement the Vision and Mission Statements, the City Council has developed eight (8)
strategies for the City as follows:

ECONOMIC DEVELOPMENT:

To foster an environment that
supports the retention and growth of
commercial and industrial businesses.
To foster a quality of life in the City
that is attractive to existing and
potential employees of area business.
To collaborate with other area
organizations in order to provide a
region that is strong and dynamic
from an economic perspective.

To utilize the incentives available to
the City to retain and attract
business.

To promote a diverse economic base
that is responsive to the inevitable
changes in the marketplace.

To provide the infrastructure
necessary to support the City's
economic development mission.

To facilitate collaboration between
education and businesses in order to
ensure curriculum that support the
future employees of this area.

To provide an economic development
program that addresses the needs of
small and large businesses.

To work with area organizations on

providing a quality workforce for area
employers.

To continually evaluate the merits of
new economic development strategies
in terms of the benefits these might
have to the City's economic
development efforts.

AREA COOPERATION:

To partner in the development of a
common vision for the greater
Macatawa area.

To encourage innovation and risk-
taking in the development of programs
and services to meet the needs of the
area.

To be proactive in identifying and
responding to the common needs of
the Macatawa area.

To look for opportunities to create
efficiency and economies of scale
through collaboration.

NEIGHBORHOODS:
To develop neighborhoods that are a
synergy of  people, activities,
facilities, and investment where
people live, work and play.
To support the stability and
development of all neighborhoods
where:
- housing is  attractive, well-
maintained, and affordable;
- owner-occupied housing is

encouraged;

- neighborhoods are characterized by
a diversity of economic, social, and
racial factors;

- residents feel safe and affirmed by
others;




NEIGHBORHOODS: (cont.)

-a mix of uses, including
neighborhood-supportive
institutions, commerce, and industry
are present.

To encourage greenspace and leisure
opportunities within all neighborhoods.
To focus attention on and support
strengthening  of  neighborhoods
comprised of multi-family housing
through public / private cooperation,
enhanced management, and improved
safety.

To incorporate/encourage sustainable

investments and ‘“green" design

concepts in future planning and
development.
To encourage consideration of

increased densities where positive
attributes of that density are
celebrated and potential negative
attributes are avoided.

COMMUNITY AND FAMILY:

To develop/support social and cultural
institutions, programs, and activities
that provide a safe, healthy, and
productive  environment for all
members of the community.

To focus on issues that are important
to youth and family.

To focus on issues that are important
to senior citizens.

To support character development
through schools and churches.

To support the achievement of a
strong and diverse community-wide
public and private educational system
that establishes Holland as the
“community of choice” with excellence
and academic options at all levels pre-
K through college and beyond.

To promote personal and community
health and a striving for wellness as
basic ~ characteristics  of  all
neighborhoods.

TRANSPORTATION:

To develop a multi-modal
transportation system and support
services for the City which offer
efficient, safe, affordable, and cost-
effective transportation for all.

To ensure that all transportation
infrastructures developed within the
City is well-maintained, designed to
promote and encourage the continued
improvement of neighborhoods, user-
friendly, and aesthetically pleasing.

To develop transportation services,

systems and infrastructure that
promote and  support economic
development.

To ensure that all transportation
programs and infrastructure are
compatible with area-wide programs.

PUBLIC SPACES:

To ensure that all public spaces and
facilities are inviting, cost-efficient,
up-to-date, and well-maintained for
use by residents, employees, and
other “customers” of the City of
Holland.

To emphasize safety, qudlity,
efficiency, and environmental
stewardship in the construction,
maintenance and operation of all
public spaces.

To stress constant evaluation and
innovation in order to provide public
spaces that all residents are able to
access in the easiest and most
effective manner possible.

To support efforts to preserve
natural areas, protect natural wildlife
and their habitats and introduce
further landscaping city-wide.

To offer green spaces and blue edges
where urban dwellers can retreat to
enjoy the natural features of the
community.




IMPLEMENTATION: - To establish a desirable work

- To adopt and embrace the Vision, environment which allows for the
Mission and Belief Statements of the efficient and effective operation of
City of Holland as the overriding City programs and activities that are
principles guiding the operation of the easy to access and understood by the
City. community.

- To develop and sustain an organization - To support the development of a team
whose members are citizen-driven, environment  that is  diverse,
and proactive in addressing issues for knowledgeable, and friendly in the
the residents of the community, and provision of City services, and well-
to encourage collaboration among trained in  specific areas of
members at all levels. responsibility.

ANNUAL ACTION PLAN PROCESS

Annually the City Council holds a "Coffee With City Council” open to the entire community
so citizens can express their issues, programs, and needs for the community. The City
Council also holds an annual retreat with the City Manager and all department directors at
which time the management staff presents to the City Council their top issues and
programs facing the City.

The City Council with the City Manager then holds a day long retreat. The City Council
reviews the eight (8) goal statements and the status of the Action Plan for each goal
which was developed for the prior year. During the process, the City Council develops a
new action plan for each of the goals.

The updated City Council Goals and Action plan (the complete plan is listed under the City
Council in the Management and Administrative Service section of the budget) is then
distributed to each department director. This plan then serves as a guide for developing
the individual action plans outlined in the various departments, divisions and activities in
the budget. These action plans serve as the guide in developing the annual budgeft.
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City of Holland
Key Highlights of FY 11 Budget

The following are highlights of some of the key points of the FY 11 City of Holland Budget.

Total Budget

Use of various fund balances and reserves primarily to fund capital
projects in the three utilities: electric, water and wastewater

General City Budget, excluding utilities
Utility Budget, electric, water, and wastewater

General Fund Budget - 4.61% reduction from FY 10

- Fund Balance $2,501,338
- Budget Stabilization $971,446
- 17.3% of FY 11 Expenditures

FY 11 City tax base decreased 8.447%, loss of Property Taxes -6.5%

Total City tax rate increased .3 Mills from 13.95 to 14.25 Mills
Note:
State of Michigan average municipal tax rate
City of Holland average tax rate
Note: These include City tax rate plus special district of Airport,
Library, MAX Public Transit and Pool for comparative purpose

State Revenue Sharing: 100% to General Fund
- 2001 Actual
- 2011 Estimate

BPW PILOT - Payment based on 2009 electric sales

- To General Fund Operating $3,559,200
- To Municipal Capital Improvement Fund $442,400

General City Employment:

- FY 03 to FY 10 - Total Positions Eliminated
- FY 11 - Proposed Positions Eliminated

- FY 11 - Anticipate Retirements

Non Union Wage and Fringe Benefit Adjustments:

- FY1I0&FY 1

- FY 10 & FY 11: The following have been adjusted:

- Eliminated Longevity Pay

- Eliminated Sick Leave Pay Off

- Increase Employee Health Insurance Contributions from 274+% to 35%
to 40% with possible 20% credit for Wellness

- Defined Benefit Program - Required Employee Contribution
Note: Since 2003, all new employees are on Defined Contribution,
plus those who voluntarily converted.
Today on Defined Contribution - Non Union Employees

$158,070,414

$18,270,296
$50,286,316
$107,784,098

$20,104,855

$3,472,784

$1,081,746

16.49 Mills
15.73 Mills

$4,001,600
$2,627,200

53%

$4,001,600

No Wage Increases
No Longevity Pay

No Sick Leave Pay Off
40%

2%

40%
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City of Holland
Key Highlights of FY 11 Budget

General Fund Budget Includes the following financial objectives to be achieved:

- Police / Fire Union Contract Concessions $148,800
- Convert Police Work Schedules
10 hr. to 12 hr. shifts (9 months) $195,000
- Public Safety Management Structure $85,000
- Anticipated Retirements - Minimum of 3 Positions $150,000 $579,800
Note: If these savings are not accomplished, City Council will have to
implement other budget reductions.
Road Maintenance & Improvement Funds:
- State Gas Taxes FY 08 $2,817,378
- State Gas Taxes FY 11 $2,413,200
- FY 10 Bond Issue for Road Improvements $5,500,000
All equipment, vehicle and technology replacement programs funded to
maintain excellent equipment
Solid Waste Rates Increased by 3%
BPW Utility Rate increases projected at:
- Electric 3.75%
- Water 9.26%
- Wastewater 6.57%
Risk Management - Modified Self Funded:
- Short Term Disability - Health - Property
- Workers Comp - Dividend - Vehicle - Liability
General City Insurance Reserve $3,000,000
BPW Insurance Reserve 3,516,000
Capital Projects:
- General City $6,672 557
- BPW Utilities $32,103,290
Debt Service Tax Rates:
- FY10 ‘ : 1.6379 Mills
- Fy1u * Increase due to $5.5 Million Road Bond Issue * 21277 Mills

On the following pages is a detailed budget message and historical information on the City's financial

operation.
Respectfully Submitted,

S—

Soren Wolff, City Manager
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CITY MANAGER BUDGET MESSAGE

July 1, 2010

HONORABLE MAYOR KURT D. DYKSTRA AND MEMBERS OF THE CITY COUNCIL:

As City Manager, it is my pleasure to submit the budget as approved for fiscal year (FY) 11, July 1, 2010
to June 30, 2011, for the City of Holland. The budget represents the composite efforts of the City
Manager, Department Directors, Finance Office, and various boards and citizen advisory committees. This
document is more than a set of financial figures; it represents the City's Vision, Missions and Action Plans as
an organization whose purpose it is to provide the citizens of Holland with the best possible programs and
services for the dollars appropriated to make the City of Holland the best place to live, work and play.

The budget message is divided into two sections. The first is a summary of some of the key financial
highlights for FY 11. The second section highlights some of the key community and area characteristics and
issues which impact the overall quality of life in the City and the policies which have been established and

prioritized in developing the annual budget.

KEY FINANCIAL HIGHLIGHTS

TOTAL BUDGET SOURCES AND USES:

The total budget sources and uses are
$158,070,414. This is a balanced budget,
however, $18,270,296 of various fund balances
have been utilized. These funds will primarily
support numerous capital improvement projects,
but several are critical to balance several
operating budgets. The General City operations
account for $43,626,255 in sources excluding use
of fund balances, and $50,286,316 in uses. The
City's BPW utilities account for $96,173,863 in
sources excluding use of fund balances, and
$107,784,098 in uses.

TAX BASE: For FY 11, the tax base decreased
from $1,214554911 to $1,112,027,230, or a
decrease of $102,527,681, or (8.44%). The
impact on tax revenues will be reduced as several
Brownfield Tax Increment Financing and Tool and
Die Tax Abatements projects reduced the taxable
value by $24,456,582, resulting in a loss of
$348,500 in City taxes. The tax base in FY 11 is
8.44% lower than the adjusted tax rolls for FY 10.
The annual inflationary rate established by the
state of Michigan through Proposal A for all
residential property was -.3%. This is the first
negative CPI since Proposal "A" was adopted in
1995. In other words, if the tax rate remains the
same, most residential property owners would see

a -.3% decrease in their City taxes, if they made
no improvements to their property. However, this
year many property owners will see a substantial
larger decrease in their property taxes as their
taxable values have decreased based on the real
estate market. The average residential property
decreased 9.86%, commercial decreased 6.46%
and industrial properties decreased 1.12%.

The average City of Holland growth rate in the tax
base since Proposal "A" in 1995, the major state
overhaul of the property tax structure, through
2006 was 4.58%. In FY 08, it was 3.44% and in FY
09, it decreased .49%, the first time in recent
history that the City's tax base had actually
decreased from the year before. Although an
extensive archival search was not conducted,
according to long-term current and former staff
with specific knowledge dating back to 1963, this
had not happened in 45 years. It almost happened
again in FY 10, if it was not for the large amount
of industrial tax abatements that came back on
the tax roll at 100%, with a net increase of .8%.
As a result, the loss of 8.44 in the FY 11 tax base

is substantial, and it is hoped the real estate
market has hit bottom. The future is optimistic
with two new lithium-ion battery plants fto be
constructed over the next couple of years with a
combined investment of about $500 million.




However, both of those projects were required by
the state of Michigan to be granted Renaissance
Zones, which will exempt them from local property
taxes for the next 12 years, except for debt
service. These projects along with several other
major economic development projects could
generate over 3,000 new jobs and should help to
stabilize and grow the economy in the next several
years.

TAX RATE: The total tax rate for FY 11 was
increased to 14.2500 Mills from 13.95 Mills, or
.3000 Mills.  The distribution of the tax rate is
also slightly different than in FY 10 as indicated
below:

PROPERTY TAX LEVY MILLAGE RATES

CITY OF HOLLAND FY 10 Fy 11
Operating Levies:

General 9.5000 9.5089
Total Operating 9.5000 9.5089
Capital Levies:

Property Acquisition 0.0000 0.0000
Street Improvement Projects 1.0000 1.0000
Sidewalk Improve. Projects 0.0500 0.0500
Municipal Capital Projects 0.4079 0.2004
Total Capital 1.4579 1.2504
Debt Service Levies:

General Obligation Debt 16379 2.1277
Total City of Holland 12.5958 12.8870
HERRICK DISTRICT LIBRARY

Operation Levy * 1.1000 1.1000
Debt Service Levy * 0.1542 0.1630
Total Herrick District Library 1.2542 12634
Airport Authority * 0.1000 0.1000
TOTAL MILLAGE RATES 13.9500 14.2500

* May be adjusted before final approval of budget.

KEY FINANCIAL HIGHLIGHTS

Due to the tax base decrease of 8.44% and in FY
11 the first payment is being made on a $5.5
million Street Improvement Bonds, debt service
should increase from 1.6379 to 19128 Mills, or
.2744 Mills. However, in FY 12 the debt service
millage rate would have to increase again by about
4748 Mills as part of the $5.5 million bond issue
to be issued in 2010 for street improvement
projects. Instead it is proposed the debt rate be

adjusted to 2.1277 Mills and be maintained at that
approximate level until FY 17 when the rate should

drop as other debt is paid off. This bond issue is
necessary to leverage over $9 million for an
MDOT Economic Development Street fund grant,
cover about $1.5 million in damage from the June
19, 2009 storm, and several major street
reconstruction projects in 2009 and 2010.

The Herrick District Library Debt rate will also
increase from .1542 to .1630 Mills due to a
decrease in the taxable value of the Library
District.

Based on the new taxable value and increasing the
tax rate by .3000 Mills, the City's property tax
collections will decrease from $16,635,661 in FY
10 to $15,553,905 in FY 11, or a decrease of
$1,081,756 or 6.5%.

In FY 10, an extensive review of City tax rates in
the State of Michigan was conducted. There are
273 cities, of those 110 had a lower tax rate and
163 had a higher tax rate, than the City of
Holland. Holland is the 35 largest city in the
State. Of the 34 cities larger, 17 have a lower
tax rate, but five of those also have an income
tax. There are 17 cities larger than Holland that
had taxes higher than Holland and four of those
also have an income tax. The average state tax
rate, which includes city, special districts and
authorities, was 16.49 Mills. For Holland that rate
in FY 10 was 15.73 Mills which includes the City,
Herrick District Library, the MAX Transit
System, the Airport Authority and the Holland
Community Aquatic Center as follows:

Fiscal Year 2010
City of Holland 12.5958
Herrick District Library 1.2542
Airport Authority 0.1000
MAX Authority 0.3500
Pool Authority 14300
Total 15.7300
GENERAL FUND: The total General Fund

Revenues are recommended at $19,965,351, which
is a 5.2% decrease from the budget in FY 10.
Expenditures are budgeted at $20,104,855, or
4.61% decrease from the FY 10 budget. This will
require $139,504 use of the Fund Balance for an
estimated Fund Balance on June 30, 2011 of
$2,501,338. This fund balance represents 12.4%
of FY 11 recommended expenditures. In addition,
the Budget Stabilization Fund for the General
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Fund will have a balance of $971,446 compared to
$1,872,659 in FY 04. For the eighth year in a row,
it is proposed there will be no transfer to the
Budget Stabilization Fund. That leaves this fund
$1,039,040 short of a policy goal of maintaining
10% of the General Fund Expenditures
($20,104,855).

This shortfall is primarily due to the use of this
fund to cover tax refunds ordered by the
Michigan Tax Tribunal for prior year taxes, and
not making the annual transfer. For several past
years, there was also a transfer to the General
Fund to offset the loss of State Revenue Sharing.
It is proposed, there be no transfer to the
General Fund in FY11. However, if State Revenue
Sharing is reduced after the budget is adopted, a
transfer may be needed. The purpose of the
Budget Stabilization Fund is to assist in these
type of financial situations as per Sec. 2-110 (c) of
the City Ordinance regulating this fund states:
“to prevent a reduction in the level of public
services or in the number of employees when; in
preparing the budget for the next fiscal year the
City's estimated revenue does not appear
sufficient to cover estimates expenses." The
combined estimated fund balance and budget
stabilization fund will be $3,472,784, or 17.3% of
FY 11 General Fund expenditures.

The General Fund was again the most difficult
fund to balance for FY 11. This was primarily due
to the continual decrease and lack of growth in
State Revenue Sharing, the reduction in the tax
base, reduction in interest earnings, and no growth

in the contribution of the BPW electric payment,

while at the same time experiencing continued
increases in employee benefit costs, especially in
pension and health insurance.

STATE REVENUE SHARING:

At the time the budget is submitted, it is
estimated state revenue sharing funds will be
approximately the same as in FY 10. In FY 10, the
amount of $3,164,700 was budgeted, but
$2,627,200 is the revised estimate. The amount
of $2,627,200 has been budgeted for FY 11,
based on the estimates provided by the state. If
the state economy continues to decline, it is
anticipated the City will experience additional
reductions in this important General Fund revenue

source.  About $481,100 is statutory, with
$2,146,100 constitutional. The statutory amount
is at risk as the state legislature could reduce or
eliminate this amount. A back up plan is being
developed to cover this potential loss.

As noted, one of the major financial impacts on
the General Fund over the past nine years has
been the decline in State Revenue Sharing funds
which are generated from state sales taxes. In
2001, the City received $4,000,044 from this
source or 23.7% of General Fund Revenues. For
FY 11, this amount is estimated at $2,627,200, or
about 12 - 13% of revenues.

BPW_ELECTRIC CONTRIBUTION:

A major increase in General Fund revenues was
realized in FY 07 in the payment from the City's
BPW electric utility. The City received 3-1/2% of
projected gross revenues in the electric ufility.
Due to two rate increases in electric rates in FY
06, this revenue source increased from
$2,433,000 in FY 06 to $2,840,000 in FY 07, an
increase of $407,000, or 16.73%.

This increase was primarily due to high fuel costs
experienced by the BPW, not an increase in
electric sales. Without this increase in FY 07 to
the General Fund, the City would have had to
consider cuts in City services or increase the tax
rate. The $407,000 was equal to about .35 Mills.
The total payment of $2,840,000 was equal to
2.40 Mills.

For FY 08, the amount was proposed to remain at
$2,840,400. This was due fo a projected loss in
electric sales due to several large customers
closing their facilities in FY 08. However, in FY 08
the 3-1/2% of gross revenue from the electric
utility was increased by the BPW Board and City
Council to 4%. This raised an additional $355,000;
however, this additional amount was placed in the
City's Municipal Capital Improvement Fund. For FY
09, the 4% was increased to 5%, with 4% or
$3,195,400 retained in the General Fund and
$788,600 transferred to the Municipal Capital
Improvement Fund. The 5% in FY 09 was the
national average that municipal owned electric
utility contribute to their City government. For
FY 10, the 5% is based on the actual calendar year
2008 electric sales. This resulted in a
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$3,799,200 contribution or $184,800 less than FY
09. This was again due to a decrease in electric
sales. In FY 10, the General Fund amount was
maintained at $3,195,400; and the remaining
$603,800 was ftransferred to the Municipal
Capital Improvement fund, which was $184.800
less than in FY 09.

For FY 11, the calendar 2009 electric sales were
down again resulting in $3,637,800. Therefore,
due to the loss in property taxes, reduction in
State Revenue Sharing, and reduction in electric
sales, it is proposed the 5% of gross sales be
increased to 5-1/2% and this rate be maintained
until FY 14 or the next four years. It is
anticipated the two lithium-ion battery plants will
be fully operational in 2012 which will be the basis
for the FY 14 budget, at which time the % of
PILOT should be reevaluated.

Therefore, the FY 11 PILOT payment, based on
calendar 2009 electric sales at 5-1/2% would yield
$4,001,600 or $363,800 more than the 5% of
$3,637,800. It is proposed $3,559,200 be
allocated to the General Fund, or $363,800 more
above the $3,195400 FY 10 amount. The
remaining $442,400 is recommended tfo be
transferred to the Municipal Capital Improvement
Fund (MCIF), $161,400 less than in FY 10.

If the 1/2% increase is not approved, $363,800
of General Fund expenditures will have to be cut
or the amount to the MCIF would have to be
reduced, or some combination of both.

EMPLOYMENT SUMMARY: From FY 03 through
FY 10, 31 positions were eliminated in the General
City. Those vacancies are recommended to be
continued in FY 11. If these 31 positions were
filled today, it would add about $2,250,000 in
expenditures.

The positions eliminated are as follows:

Management Services
Assistant to City Manager

City Clerk
Technology Sr. Programmer/ Analyst
Technology Director

Fiscal Services
Assessor:

Department Assistant I
Treasurer:

Account Clerk/ Cashier
Purchasing Agent 1/5

Public Safety Services
Fire Department:
Community Involvement Lieutenant
Training Officer

Fire Chief

Police Department:

Police Officers

Code Enforcement Officer
Maintenance Supervisor 1/2
Police Desk Assistance
Police Chief

Transportation Services
Centralized Vehicle Department:
Welder

Vehicle Maintenance Supervisor
Maintenance Supervisor Police 1/2
Motor Pool Supervisor 4/5
Street Department:
Storekeeper Dispatcher

Regular Equipment Operator

Leisure & Cultural Services

Civic Center - Custodian

Parks Custodian

Recreation/ Civic Center Manager
Parks - Laborer IT

Cemetery - Maintenance IT

Parks Groundskeeper

Cemetery - Department Assistant

Community Development Supervisor
Building Housing Inspector

Human Relations - Volunteer Coordinator
Clerical Specialist

For FY 11, three additional full time positions are
recommended to be eliminated by July 2010, and
all of these positions are or will be vacant. All
vacancies in FY 11 will continue to be reviewed and
evaluated before they are refilled. It should be
noted that when full-time positions have been
eliminated, there has not always been a 100%
savings. In a number of cases, the department
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where the vacancy has been created has been
granted funds for part-time employees. This is
especially true in those departments where there
is high seasonal demand for services.

Another major issue facing the City over the next
five years is an aging work force. The City
currently has 197 full-time employees (excluding
the BPW). A total of 48 or 247% is eligible to
retire over the next five years. A total of 31 or
16% are eligible to retire by June 30, 2011, the
end of FY 11. That does not mean all of them will
retire, but several have indicated they will. As
retirements occur, they will either not be filled or
a comprehensive evaluation of how that particular
Jjob can be performed will be completed. For the
FY 11 budget, it has been assumed, there will be
three to five retirements that will not be filled
and will be reevaluated as to how these functions
will be performed. Savings from these
retirements have been estimated at $150,000,
and this amount is outlined in the General Fund
Contingency.

Several major adjustments have been made to
employee fringe benefit programs including
elimination of sick-leave (maximum) pay off,
required contribution by the employees in the
Defined Benefit Pension program, and an increase
by the employees to health insurance. These
changes will save an estimated $139,900 in the
General Fund.

At the time the budget is being presented,
negotiations are under way with the Firefighters
Union and preliminary discussions have been
initiated with the Police Union to open their
contract. The amount of $149,800 has been
included in fringe benefit adjustments to these
two unions that are comparable to the proposed
adjustments to non-union employees. This amount
has been outlined in- the General Fund
Contingencies. If these adjustments are not
realized, then additional cuts of $149,800 will
have to be made.

In addition, there have again been several changes
in personnel allocations in an effort to meet
service and program demands over the next 12-18
months.

PUBLIC SAFETY STUDY:  The Public Safety
Study completed in August 2009 has been utilized
to evaluate various potential cost savings. The
following  proposed  changes have  been
incorporated into the budget and are shown as
General Contingencies in the General Fund. These
changes will have to be approved by the City
Council and some changes will have tfo be
negotiated with the Police / Fire Unions.

- It is proposed to implement the 12-hour shift in
the Police Department by September 2010. This
will save $195,000 with no change in Police
services (save $260,000 annually).

- Implement a consolidated Public Safety
Management structure by July 2010, but continue
to operate the day to day services for Police and
Fire similar to current operations. This would save
an additional $85,000 (Note: the existing Police
and Fire chief positions were eliminated in the
fiscal year 2010 budget). ,
- With the new management structure in place,
one of the key evaluations will be to review the
delivery of EMS services. This evaluation should
be done in cooperation with the Hospital, the
medical community, and the community in general.

- Once the EMS delivery system has been
decided a decision should be made on how to
deliver Fire services. This should be completed by
December 2010. Any proposed changes would be
developed with proper training programs with
implementation by July 2011. The cost savings
form these potential changes would be part of the
FY 12 General Fund budget.

- There are several other recommendations in the
Public Safety Study that are or will be evaluated
by management. Some of these changes will
require negotiations with the Police / Fire Unions.

PENSION COST INCREASE: One of the major
expenses for the City which has been difficult to
control is pension costs. The City is part of the
State of Michigan Municipal Employees Retirement
System (MERS). Employees are either in the
defined benefit or the defined contribution plan
(in January 2003, all new employees and those who
converted are in the defined contribution plan and
now accounts for over 39% of all full-time
employees). The defined contribution is a 6%
contribution by the City and the City matches a
2% contribution from the employee for a total of
10%. There are nine different groups in the City's

-13-




Defined Benefit program and those contributions
rates range from 26.38% to 9.72% of payroll. The
Defined Benefit program is the most difficult to
control from a cost standpoint. In FY 11, it is
estimated the cost will increase by 27.2%.
However, due o the poor market performance in
2008 and early 2009, MERS notified the City in
2009, the defined benefit pension costs will
increase by 11% in FY 11, 16% in FY 12, and 22% in
FY 13 above the FY 10 contributions. This will be
one of the biggest financial expense challenges in
the next three years in the General Fund.

For FY 11, the General City (excluding the BPW)
pension costs are projected at $1,827,600, or
$402,616 above the FY 10 amount of $1,424,984,
a 28.25% increase. In FY 06, this cost was
$1,045,716, which is an increase of $781,884, or
74.77%, in five years, while at the same time the
City has reduced its workforce. The total pension
costs in FY 11 including the General City
operations and BPW are $3,416,362, compared to
$2,782,700 in FY 10, an increase of $633,662, or
22.77%. (Note: the FY 11 amounts are based on
current employment levels and no contributions by
the non-union defined benefit employees)

HEALTH INSURANCE COSTS: The City in 1991
established a modified self insurance fund for the
City's employee health insurance.

The program is self insured up to $75,000 /
employee and also has a group aggregate umbrella
which is established each year by the program
administrator, Blue Cross / Blue Shield.

In 1993, an employee Wellness program was
established and now covers all union and non-union
employees. This program promotes health
prevention and, if an employee meets all
requirements, the City pays 85% of the premium.
If the employee does not meet requirements, the
City pays 65% of the premium. The City has been
able to contain annual premium increases below the
market rate in most years, and it is believed the
Wellness program is also helping to retain costs.
However, health care costs have been a major
cause of increased labor costs. In 1991, total
costs for employee health care, was $1,210,400
and increased to $4,882,404 by FY 09 and
estimated at $4,562,450 in FY 10. These costs

cover all General City, BPW, Herrick District
Library employees and retire costs. The fund
balance in the Health Insurance fund for June
2009 was $1,694,429, estimated at $1,501,819 by
June 2010 and $1,419,819 by June 2011. The
lowest fund balance was in 2000 at $783,013.
There is a 10% proposed premium rate increases
for January 1, 2011. It should be noted that the
fund balance estimates for FY 10 and FY 11 are
conservative estimates, and are anticipated to end
up at a higher amount. Total health insurance
costs are estimated at $4,906,000 for FY 11,
48% above FY 09 actual costs and 7.73% above
FY 10 estimated expenses.

In 2010, the City will be requesting bids for the
administration of the Health Insurance program
and will also request bids for the umbrella
insurance coverage. It is anticipated these costs
should decrease, but with the passage of the new
national Health Care program, there are many
unknowns in this area.

As noted, pension and health care costs have been
the two expenses which have caused the most
difficulty in balancing the General Fund of the
City. At a time when the major revenue sources
have declined, these two cost increases have been
the major factors for the required employment
reductions. '

OUTSIDE AGENCIES: For FY 11, a total of 43
non - profit agencies/programs requested funding
assistance in the amount of $708,970. This
includes agency requests from Social Services,
Leisure and Cultural  Services, Economic
Development and Community Development Block
Grant activities. The FY 10 budget included
$614,990 to fund these agencies and $546,127 in
FY 11, or about a 5% reduction. The City Council
should carefully evaluate the allocations from a
policy stand-point as to what the City's role should
be in the future. If the City receives reductions
in the State Revenue Sharing amounts budgeted,
these allocations must be reviewed.
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FY11 Funding FY 09 FY 10 FY 11
Agencies

Request Category Budgeted Budgeted | Proposed
242,700 21 Social Services $140,275 | $140,000 | $130,500
107,050 14 Leisure & Cultural Serv. 103,890 103,890 73,388
247 620 1 Holland Historical Trust 257,000 257,000 235,239
$597.,370 Sub-total $501,165 | $500,890 | $439,127
47,000 1 Economic Dev. Lakeshore Advantage 47,000 47,000 47,000
64,600 7 CDBG - Outside Agencies 82,636 67,100 | * 60,000
$708,970 Total $630,801 | $614,990 | $546,127
* Amount Estimated

MANAGEMENT AND ADMINISTRATIVE
SERVICES

OTHER FUNDS: The following is a brief overview
of several other funds within the budget:

CATV: This fund accounts for all expenses
associated with the three public access channels
and the operation and maintenance of the video
equipment in the City Council Chambers that is
used for the Public Government Channel. The fund
is supported 100% from the 5% franchise fee and
surcharge on cable bills for equipment. For FY 11
franchise fees are estimated at $260,000 and the
equipment fee at $20,000.

In FY 08 and 09, two new CATV Franchise
Agreements were issued to AT&T and T2 under
the new uniform State Franchise Agreements.
The City now has three franchises including
Comcast.

The public channels are operated through a
contract with the non-profit MACTV. For FY 11
the contract is recommended to be increased to
$200,000 from $180,000 in FY 10. This increase
is for the ongoing cost for providing the AT&T
public channels and uploading to the Internet. The
FY 11 budget again includes funds to provide cable
casting over the infternet with video for some
public programs. Also, the budget includes
$50,000 to provide the public channels to the
AT&T franchises, as required by the state

regulations, and upload of programming to the
Internet.

For FY 11, the amount of $75,000 has been
recommended to be transferred to the
Technology Service Fund. This amount will help
reduce the changes for Technology Services and
Technology Capital Replacement in the General
Fund. These funds will also assist with the
improved flow of information to our citizens. This
is not intended to be a one-time transfer, but to
be continued in future years.

PROPERTY ACQUISITION FUND: This fund
was established to annually set aside funds to
acquire properties that were needed for public
projects and to obtain waterfront property when
available. For seventeen consecutive years until
FY 06, a separate millage had been set aside for
this purpose at about .25 Mills which would
generate $275,000 in FY 11. For the sixth
consecutive year, it is proposed that there be no
special millage rate levied for this purpose. This
is primarily due to the current financial condition
of the City.

There are no major land purchases anticipated in
FY 11. In FY 10, it is proposed to transfer
$208,215 from the Municipal Capital Improvement
Fund to cover various property purchases and
exchanges which were approved in FY 10, and are
anticipated to be completed in FY 10. This fund is
recommended to be closed in the FY 11 and future
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land acquisitions will be funded from the Municipal
Capital Improvement Fund.

FISCAL SERVICES

CONTESTED ASSESSMENTS AND BUDGET
STABILIZATION FUND: One of the major
outstanding issues in preparing the FY 11 budget is
again the number of outstanding tax appeals from
several of the City's major industrial and
commercial property owners. Funds have been
budgeted in the General Fund for FY 11 to pay for
the legal and expert appraisal costs which are
anticipated, if tried before the Tax Tribunal.
This special fund will be closed at the end of FY
10. However, no funds have been allocated for
reimbursements in case the taxable values are
lowered by the Tribunal. Any major refunds are
again recommended to be funded from the Budget
Stabilization Fund (BSF).

TRANSPORTATION SYSTEM AND SERVICES
STREET FUNDS: There are four funds involved
in funding the operation, maintenance and
improvements to the City's street system. Two
of these involve gas tax revenues from the
state of Michigan. These two funds have
received a limited increase over the past five
years and the revenues are anticipated to again
decrease in FY 11 to $2,431,200, compared to
$2,817,378 in FY 08, a decrease of $386,178, or
- 13.7% in three years.

The budget maintains the 1 Mill property tax to
assist with the continued upgrading of the City's
street system. The 1 Mill in FY 11 will provide
$1,087,571 in new revenues. In FY 11, the Allegan
County Road Tax will generate about $415,000.
These funds will be utilized in implementing the
City's Five-Year Street Capital Improvement
program.

However, due to the reduced level of funding in
the gas tax over the past six years and now with a
decline in the City's tax base, it is projected that
for the FY 11, the City will not be able to complete
the new road reconstruction projects in its five
year plan. This situation is also caused by the
continued increase in most costs associated with
the City's annual operation and maintenance
budgets for streets. The increased costs in the
FY 08 and 09 snow removal budgets also reduced

funds for new reconstruction. Therefore, it is
proposed a $5.5 million bond issue be considered
in the spring of 2010 in order for the planned
street improvement projects to be completed in
the FY 11 budget. This would require a tax
increase of .2749 Mills in FY 11 and .4748 Mills in
FY 12. The City is also planning to receive over $9
million from the State MDOT Economic
Development Fund over the next three years
which will require a 20% match. In addition, the
June 19, 2009 storm caused about $1.5 million in
damage which has caused funding problems for the
Street Improvement funds.

SNOWMELT FUND: A major challenge in FY 05
was completing the expansion of the downtown
snowmelt system. This was done in conjunction
with other capital improvement projects for the
Western Gateway and the new Police/Court
Complex. The $1 million cost of the transmission
line, including modifications at the James DeYoung
Plant, was funded by the BPW and is being paid
back from existing snowmelt fund balances and
future operating assessments within the snowmelt
system. This amount is $84,000 annually. The FY
05 expansion doubled the capacity of the system.
In order to fund the capital expansion, it will be
necessary to continue to connect new customers
along the new tfransmission line. In 2006, the
system was further expanded by installing
snowmelt in the River Avenue sidewalks between
7™ and 12™ Street as part of the reconstruction
project. This connected the City Hall, Museum,
Library and numerous businesses to the downtown
system. In 2007, the system was expanded along
the 8™ Street area in the sidewalks between
College and Columbia Avenue in conjunction with
several new building projects. The cost of
extending the transmission line for this project
was $157,800, which was funded by the BPW and
will require an annual 15 year payback of $15,200.
In 2008, the transmission line was again extended
to serve the new Downtown Parking Deck and
sidewalks on 7™ St. This cost is estimated at
$300,000 with $150,000 funded by the BPW at
$13,500 payback for 15 years. The fund balance
by June 2011 is estimated at $163,609 and
anticipates a 3% increase in the 2011 operating
and special assessment rates. This increase is
primarily to cover the increase in electric rates.
The FY 11 annual operating budget is $178,400.
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AIRPORT FUND: In early 2007, the Airport was
established as an Authority comprised of the
cities of Holland and Zeeland, and the townships
of Park and Holland. However, the Authority did
not become fully operational until the four
governmental units had an election to establish a
millage for the operation of the Airport. The vote
was held in May 2008. The Cities of Holland,
Zeeland and Park Township approved the .1 Mill.

However, Holland Township did not and was
removed from the Authority. The Authority
officially began operating in July 2008. The .1
Mills in the City of Holland in FY 11 will generate
$108,757, and this amount will be contributed to
the Airport Authority. The Airport is managed
through a contract with the City for various
services in the amount of $66,880 for FY 11. All
Airport grants and various assets, except the
airport land, have been turned over to the
Authority and are being governed by the Airport
Authority Board.

DEPOT: The Depot Transportation Center was
formerly the home for the Tulip Time offices, the
AMTRAK train station, and IndianTrails bus
operation.  All expenses associated with the
operation were charged to this fund. All leases
with the three tenants were credited to the fund,
but were not sufficient to cover operating
expenses. The General Fund subsidy in FY 07 was
$35,399.

In the fall of 2006, the voters of the City and
Holland Township approved the formation of a
public transit authority. It was proposed the
Depot be utilized as the new transfer point for
the seven fixed route systems. This also included
the renovation of the adjacent Wendy's site into a
public parking facility for the multi modal
transportation center. This plan necessitated the
relocation of the Tulip Time offices. This
transition was completed in July 2007 and
eliminated the need for a general fund operating
transfer as the facility is operated by the MAX
system, through a lease.

The MAX operation is no longer a part of the City
budget. In FY 07, the City MAX tax levy was
1473. The fixed route system expansion was
started in the fall of 2007 and the renovation of

the Depot site was funded 100% by state and
federal funds.

MAX PUBLIC TRANSIT: The MAX Authority

has a .4 Mills limit. At the time the budget is
being prepared, the MAX Authority has not
established their budget or tax rate for FY 11.
The City previously had a .6 Mills voted limit for
public transportation. The current FY 10 MAX
Authority levy is 0.35 Mills.

CENTRALIZED VEHICLE/EQUIPMENT FUND:
This is the seventh year for this fund which is a
consolidation of the prior Act 51 Street
Equipment and Motor Pool Funds. This operation
was moved into the new Transportation Services
facility in March of 2005. This fund now accounts
for all vehicle and equipment maintenance and
replacements in the City except the replacement
of fire vehicles and public transit buses. In past
years, the average reduction in rental rates has
been 15%. In FY 06, the rate was reduced 20% as
a result of operating efficiencies and reducing the
operation by two employees. This rate reduction
was maintained in FY 07. Every effort was made
to try to keep the rental rates the same in FY 08;
however, the large increase in gasoline and diesel
fuels necessitated the rate reductions from 20%
to 15%, and this reduction had been retained for
FY 09. However, in early 2009 due to various
budget issues, the rates were reduced back to
25%. This was accomplished by not purchasing
several vehicles scheduled for replacement, not
filling a new welder position and further cutting
expenses by not replacing 50% of the Police
Maintenance Supervisor's position vacated in late
FY 09 due to retirement. Further, gasoline prices
dropped dramatically between June 2008 and
February 2009. As a result, the 25% reduction in
rates had been maintained for FY 10.

In January 2010, the rates were reduced another
10% due to a major reduction in State Revenue
Sharing Funds. This reduced the rates by 35%.
With reduced gasoline prices and some reductions
in the purchase of new equipment, the Reserve
Fund has been maintained at about $1.9 million.

The FY 11 budget includes $472,400 for
equipment and vehicle replacement. The
equipment reserve balance by June 2011 is
estimated at $1,930,000. It is important this
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balance be maintained to assure there are
adequate funds available in the future to replace
equipment and vehicles on schedule. For FY 11, the
rental rates have been reduced by 25%.

This fund does not own the Fire Department
suppression or emergency response vehicles. A
separate Fire Vehicle Replacement Fund is
maintained. In FY 11, a General Fund transfer of
$75,000 is again proposed. The fire equipment
reserve balance by June 2011 is estimated at
$390,614.

COMMUNITY & NEIGHBORHOOD SERVICES
DOWNTOWN DEVELOPMENT _ AUTHORITY
(DDA); PRINCIPAL SHOPPING DISTRICT
(PSD). DOWNTOWN PARKING SYSTEM: Each
of these three funds are self-supporting from a
special tax levy and special operating assessments.
In FY 05, there were major staff reallocations
made to improve these downtown operations. The
PSD is now fully staffed and also assist in staffing
and promoting the 8™ Street Market. The PSD
Board has recommended that the part-time
employee be increased to full time which would
increase the staff to two full time employees.
The increased cost would be funded by the PSD,
not with general property taxes. The DDA tax
levy will be maintained at 2 Mills, required to be
rolled back in FY 11 to 1.8333 Mills, the same as in
FY 10.  The Parking special assessments are
projected to be increased by 3% in FY 11. Each of
these, three funds confinue to experience
fluctuations in their fund balances and must be
carefully evaluated during the year. Further, for
FY 11 the new Downtown Parking Deck will be in
the second year of operation. As this is the first
deck for the downtown system, it will take another
couple of years before the full operating revenues
and expenses will be realized.

CDBG PROGRAM: The regular FY 11 allocation
for the federal CDBG program is estimated at
$385,012, which is less than received in FY 10 of
$436,823. This is due to a one time additional
allocation of $84,648 in FY 10 of unused funds by
Grand Haven. The CDBG funds have been in a
decline since 1995 when the City received a high
of $452,000. In addition, there is $31,174 in new
income and carry over funds for total proposed
expenditures of $416,186 in FY 11. These Funds

will again be recommended for distribution to
various social service agencies and for housing
improvement programs which benefit low and
moderate income families. However, requests for
FY 11 totaled $457,192. The CDBG Advisory
Committee will be making their funding
recommendation to City Council by May 2010.

In early 2009, the American Recovery and
Reinvestment (ARRA), a federal stimulus program,
was approved. The City received in FY10 $91,835
of CDBG funding as an entitlement City. These
funds were allocated for home insulation to create
jobs and deal with infrastructure and housing
issues in the core area of the City.

With the continued poor economy at the national,
state and local level the City is dealing with the
same  national  housing  issues including
foreclosures, vacant homes, declining home values,
and blighted housing conditions in various pockets
of the City. The federal stimulus package is
designed to deal with these issues; however, no
specific ARRA funds have been included in the
FY11 budget. The City continues to aggressively
pursue these ARRA funds as the guidelines and
applications become available.

SOLID WASTE RATES: The City's Solid Waste
program started in 1993 and is administered by
the City, but the pick-up and disposal is
contracted through a private solid waste company.
The rates were adjusted as outlined below and it
is recommended they be increased as show in the
following:

2010
TYPE OF 2004 2008 2009 PROP.
SERVICE RATES RATES RATES RATES
3%

1 bag / month $5.00 $5.27 $5.53 5.70
2 bags / months 6.50 6.84 7.18 7.40
32 gallons 9.50 10.00 10.50 10.82
65 gallons 12.00 12.62 13.25 13.65
90 gallons 14.00 14.72 15.46 15.92
Additional bags 2.00 3.00 3.15 3.25

These recommended rate increases were primarily
due to increased cost of fuel and general
increases in labor and landfill costs. A three-year
contract was awarded to Chef Containers
effective July 2005 through June 2008. The
existing Chef's agreement expired on June 30,
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2008. The contract provided an opportunity to
renegotiate the agreement and City Council
authorized staff to complete the process.

The Agreement was renegotiated for three years
as follows:

July 2008 8.8%
July 2009 3.0%
July 2010 3.0%

Note: The new agreement also included a fuel
adjustment clause. The annual cost of this
operation is estimated at $1,419,919 in FY 11. The
working capital in June 2011 is estimated at
$380,905.

As a result of the June 19, 2009 storm, there was
extensive damage to private property. The City
provided special pick-ups of damaged goods and
property at no cost to the homeowners. This
service cost $58,198. This cost along with the 3%
increase in the contract with Chef has
necessitated the 3% proposed rate increase.

LEISURE AND CULTURAL SERVICES

CEMETERY PERPETUAL CARE: A major change
was implemented in this fund for FY 05. In the
past, the City had placed 100% of the cemetery
grave sales into the Perpetual Care Fund. State
statute requires 25%. However, in order to assist
the General Fund, 50% of the grave sales
estimated at $28,000 in FY 11 are allocated to the
General Fund. Plans are to continue to allocate
Perpetual Care interest earnings to the General
Fund to support the cemetery operation which was
$87,608 in FY 07, $87,414 in FY 08, $56,346 in
FY 09, and this amount has been estimated at
$32,200 in FY 10, and $32,200 in FY 11 due to
lower projected interest rates.

In FY 06, $250,000 was allocated from the
Perpetual Care Fund fo the Capital Improvement
Fund to fund the development of a new
columbarium at the former Chapel building. This
project was completed by January 2007. This will
substantially extend the life of the cemetery. It
is proposed revenues generated from the
columbarium sales be deposited back at 100% into
the Perpetual Care Fund until the $250,000 is

repaid. The existing outside columbarium area is
now full.

The fund balance by June 2011 is estimated at
$1,468,842. The amount of $55,000 is being
transferred in FY 11 to fund improvements to the
underground sprinkling system and roads at
Graafschap Cemetery.

WINDMILL ISLAND: This fund is again unable
to support the full operation from fees based on
anticipated admissions in FY 11. The estimated
General Fund subsidy in FY 10 is $186,999, and
the amount estimated for FY 11 is $182,140. The
FY 11 budget again includes the full operation of
the pavilion. A new pavilion rate structure for
2011 will be recommended to City Council. It is
proposed the admission fee at the tourist
attraction be maintained on January 1, 2011 as the
rates were adjusted as follows in previous years:

2006 2009 2010 2011
Adults $7.00 $7.50 $7.50 | $7.50
Children 4.00 4.50 4.50 4.50

HERRICK DISTRICT LIBRARY: The City is a
member by contract of the district library, which
also includes the townships of Park, Holland and
Laketown. The same operating and debt levies
apply to the four governmental units as follow:

FY 10 Fy 11 * City
Actual | Estimate Amounts
Mills
Operating 1.1000 1.1000 $1,196,328
Debt 0.5420 0.1630 181,260
* The final millage will be determined in June 2010
following county equalization.

HOLLAND HISTORICAL TRUST: This non-
profit organization, by contract with the City,
operates and manages the Museum, Cappon House,
Settler's House, and various historical assets of
the City. InFY 05, the subsidy from the City was
$270,500. The request was the same in FY 06;
however, this amount was reduced to $257,000, a
$13,500 or 5% reduction due to financial
constraints in FY 07 and 08. The amount was
retained at $257,000 for FY 09, and was reduced
to $247,620 in FY 10. The amount of $235,239, a
5% reduction is recommended in FY 11. The FY 11
Museum operation is $577,377, and the City's
contribution would make up 40.74% of the budget.
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UTILITY SERVICES
BPW UTILITIES:
The BPW budget is submitted as recommended by
the Board and following is the proposed FY1l
budget:

FY 11 PROPOSED
EXPENSES REVENUES
Electric Utility $84,037,217 $77,021,165
Water 11,860,956 10,088,404
Wastewater 15,887,525 9,064,294
Total $111,785,698 $96,173,863

The BPW Board is considering rate increases for
the three utilities and the fiber as follows:

May 2008 FY 09 FY 10 FY 11
Electric 5% * 3.75%
Water 5% 9.26%
Sewer 5% 6.57%

Nov 2008 FY 09
Fiber 5%

Water 5%
May 2008 FY 09
Sewer 5%
Water 5%
Sewer 5%
* Note: For FY 10, the BPW outlined their rate

increase in actual dollars, not as a %. Further, the
proposed rates will be submitted for approval
outside of the budget process.

As noted earlier, the electric contribution to the
General City is recommended as follows:

Fund BPW BPW BPW BPW
FY 09 5% | FY 10 5% | FY11 5% | FY11 5-1/2%
G.F. 3,195,400 | 3,195,400 | 3,059,390 3,559,200
MCIF 788,600 603,800 578,410 442,400
TOTAL | 3,984,000 | 3,799,200 | 3,673,800 4,001,600
INTERNAL SERVICES
TECHNOLOGY SERVICES FUND: The

Technology Services Dep. accounts for all of the
computer, technology, and telecommunication
operations in the City, excluding the BPW utility
funds. All costs are charged back to the various
City operations and funds. Total expenditures for
FY 11 are estimated at $824,300, including
$240,000 in Capital Outlay. Of this amount,
$210,000 is for a new Finance System.

In FY 09, the allocation of computer costs was
changed substantially.  In the past, it was
primarily based on disc storage capacity and level
of activity by departments. However, storage of
data is very inexpensive today so the new method
is basically based on the number of employees who
have access to and use of a computer plus the
number of computer units. This reallocation
changed some budgets dramatically, but the total
cost was basically the same as in the past several
years. This method has been maintained for FY 11.

The fund includes $240900 in new and
replacement equipment for FY 11 to assure all City
technology equipment is up to date and will allow
all City employees to perform their tasks
efficiently. The equipment fund balance reserve
is estimated at $125,000 by June 2011. This year,
it is again proposed there be no charge back to
the departments for the cost of capital outlay, as
this amount will be paid from the fund reserves.
However, the Capital Charge back to departments
was increased from $25,000 to $50,000 in FY 10
to assure the reserves were adequate to replace
equipment in the future. The FY 11 budget also
includes $45,500 for controlled Capital Outlay
which is for computer equipment valued af less
than $5,000 per unit.

Two major changes were made in FY 11. First, the
amount of $75,000 was transferred from the
CATV Fund to the Technology Service Fund. This
has reduced the rental service rates fo the
General Fund. This will also allow this operation to
assure there is improved transfer of information
to the general public. In addition, this allowed the
elimination of the $50,000 Capital Outlay
Replacement charge to the General Fund
departments.

Second, a transfer of $100,000 was made from
the Municipal Capital Improvement Fund to help
with the purchase of a new City Finance System.
This is a one-time fund transfer.

FUEL DISPENSING FUND: This fund accounts
for all fuel utilized by the General City, BPW, and
the Holland Public Schools. Each unit then pays
the cost of fuel dispensed plus an overhead
change to cover operating expenses and building
up a reserve to fund future improvements fo the
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facility. This charge is estimated at $.0.083414
per gallon (This includes $0.01 per gallon for asset
reserve/replacement). The estimated reserve
funds on June 30, 2011 are $76,239. Consumption
increased by 2.71% in FY 08, and estimated at
2.0% for FY 09 primarily due to increased snow
plowing and expanded routes by MAX. Due fo the
continued change in fuel costs, the amount
budgeted for FY 11 may not be adequate at
$644,800 (based on current prices). Total costs
were $658,299 in FY 07, $914,827 in FY 08,
$701,670 in FY 09, and estimated at $648,500
for FY 10.

RISK MANAGEMENT / INSURANCE FUNDS:
The City is basically self-insured in the area of
short-term employee disability, health insurance,
vehicle, property and liability insurances. Most
policies provide for a $100,000 self-insured
retention for claim costs, with umbrella insurance
coverage for catastrophic individual and aggregate
occurrences.

The Health Insurance program, due to increased
claims and the condition of the fund balance,
includes a 10% increase on January 1, 2011. The
Health Insurance fund will continue to be
monitored closely to assure it is financially sound.

The Workers' Compensation program was
converted to a conventional insurance program
several years ago. This program does provide
dividends, if the City has a good safety
experience. Due to an excellent on the Job
Safety program, the City has received substantial
dividends over the years; however, no dividends
are anticipated for FY 10 or 11. As a result, it is
proposed the workers' compensation rates be
charged at the recommended rates by the
insurance company. In FY 07 and FY 08, the rates
were reduced approximately 50% which saved the
various City Funds approximately $130,000, with
the BPW saving $48,000, and the General City
$82,000.

The fund balance for all six insurance funds at the
end of FY 09 was $3,296,146, estimated at
$3,059,843 by June 30, 2010 and $2,842,893 by
the end of June 2011; however, this assumes 100%
of the $210,000 in contingencies will be spent.

With the uncertainties in the insurance markef,
moderate 3-5% rate increases have been
budgeted for the other insurance programs.
Again, in FY 11, the City through its insurance
agent will have to be aggressive in obtaining
quotations for its insurance program.

CAPITAL IMPROVEMENTS

CAPITAL OUTLAY: The preparation of the FY
11 budget was completed within the basic City
Council directive to evaluate all operations in the
City. However, the budget does include adequate
Capital Outlay Funds to replace vehicles and
equipment throughout the organization. This has
been accomplished as fund reserves have been set
aside over the years, in the various Internal
Service Funds, to assure adequate funds are
available to replace worn out vehicles and
equipment.  Appendix B includes a complete
summary of all the capital outlay for all eight
service groups in the City budget. All funds will
maintain adequate reserves for future vehicle and
equipment replacement.

CAPITAL PROJECTS: All capital projects are
outlined in the Capital Projects section of the
budget. As a result of having to reallocate part of
the City's tax rate to maintain services in the
General Fund and to Debt Service, new tax funds
allocated for capital projects for FY 05 and 06
was at 0 Mills. For FY 07, it was .0142 Mills; in FY
08 .2977 and in FY 09 .2049. From 1988 to 2004,
the average millage for Municipal Capital Projects
was 1.4 Mills which would generate $1.5 million in
FY 11. The rate for FY 10 was 4029 Mills. The
millage rate for FY 11 is proposed at .2 Mills as
part of this millage has been shifted to debt
service and the general fund operation.

As previously noted, the BPW electric contribution
was increased from 3.5% to 5% of gross revenues
in FY 09. The additional amount of $788,600 was
placed in the Capital Improvement Fund in FY 09.
For FY 10, this amount was $603,800. In FY 11,
the BPW amount is recommended at $442,400 at
the 5-1/2%. The FY 10 Year End undesignated
Fund Balance for capital improvements is
$500,876 and those funds along with several
other carryovers, new sources and grants have
been allocated to various proposed capital
improvement projects in FY 11, amounting to
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$1,277,076. The fund balance on June 30, 2011 is
estimated at $326,955.

The Street and Sidewalk Capital Project funds
include expenditures of $6,672,557 which will be
funded from a combination of local, state and
federal funds.

The BPW Utility Funds again include an aggressive
Capital Improvement program for all three
utilities to assure the electric, water, and
wastewater plants along with the distribution and
collection systems are maintained in excellent
shape. Capital funding for the BPW is
$32,103,290.

DEBT SERVICE

DEBT SERVICE: The millage rate in FY 10 for
debt service has been increased from 1.6379 to
2.1277 Mills, an increase of .4898 Mills. This
represents the $19.5 million bond issue issued in
August 2002. The bonds were utilized for the
construction of the new Police Complex,
Transportation facility, and the Western Gateway
projects. At the time the bonds were issued, it
was anticipated the millage rate for debt service
would increase to 2 Mills based on an annual 2.5%
increase in the tax base. The debt levy also
includes the retirement of the bonds issued for
the City Hall renovation in 1996 - 1997. These
bonds will mature in FY 16. All of the City's debt
is outlined in the Debt Service section of the
budget.

This year the increase is due to the City having fo
issue $5.5 million in Street Bonds. The debt
service millage for FY 11 does include paying an
interest payment on the new $5.5 million bond
issue for street improvements. This will add
principal and interest in FY 12 for debt service.
It is proposed to increase the debt rate o 2.1277
Mills until FY 17 when the City Hall bond issue will
be paid off. Note: This rate may have to be
adjusted slightly depending on the actual taxable
value for debt service.

It is anticipated the expansion / renovation of the
Civic Center will require some bonding. The
earliest the project would start would be in the
spring of 2012. However, this budget does not
include any debt millage for this project. If a
bond issue is used for the Civic Center project, a
tax increase would be required in FY 13.

It should be noted that the FY 11 Capital Budgets
do not include any funds for the implementation of
the new storm water regulations by the Federal
government. No major expenditures are
anticipated for FY 11; however, in FY 12 and 13, it
is expected that substantial infrastructure
improvements may be needed to meet the new
regulations. This program will continue to be
coordinated through the MACC on an area wide
effort. However, as City Council is aware, the new
regulations will require increased regulations
within the Cities and new revenue sources will have
to be generated to meet the new regulations. This
will be major challenge in the next three years.

CLOSING COMMENTS

It has been a challenge to prepare and present
this budget for Council's consideration. For
the past several years, the City has initiated
and completed many public improvements and
maintained adequate resources to provide a
wide variety of services to its citizens. The
challenge of maintaining the quality of life in
the City continues to be a top priority. In FY
03, the City placed a hiring freeze on numerous
positions, along with the elimination of out of
state travel and numerous capital outlays were

delayed. In FY 03 through FY 10, thirty-one
positions were eliminated and as-many as twelve
could be eliminated in FY 11.

As a City, up until FY 10, the reduction
of State Revenue Sharing has been the biggest
impact on City's General Fund due to the poor
state economy. For FY 11 that is still the case;
however, another major factor developed
where property taxable values dropped 8.44%.
This reduction is unprecedented in this City's
recent history. We expect the property tax
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base may decrease again in FY 12. Even if the
economy and real estate values improve in the
next year, it may take several years for this
trend to reverse itself. As a result, as a City
we must prepare ourselves for this financial
trend lasting for a few more years.

Without the cooperation of both the
public and private sectors and increased
involvement and awareness by the citizens, the
challenge of maintaining and improving our
quality of life will not continue. As importantly,
the Holland area governmental units must
continue to cooperate on major projects and
issues if the area is to retain its quality of life.

As we have now completed the first
decade of the 21st Century, the City of Holland
is fortunate to still be in relatively good
financial shape, and experiencing an excellent
quality of life. However, in late 2001 through
early 2010, both the state and national
economy slowed down, and as a City, we
continue to experience several manufacturing
plant closings and some of our major industries
have had extensive employee layoffs. In
2009 and early 2010, we have experienced
some major economic expansion plans in the
private sector that could generate over 3,000
new jobs over the next several years. If all of
these projects develop as announced, we should
begin to see our economy to grow and our tax
base expand. However, as a community we still
have two to three years of difficult financial
challenges. The budget as presented with a
slight tax increase of .3 Mills to fund new debt
of $5.5 million and an increase in the PILOT
from the BPW from 5% to 5-1/2% is an effort
to maintain our quality of services and assure
we maintain our infrastructure. At the same
time, we will try to accomplish this objective
with about 35 - 40 less General City employees
than we had a few years ago and reducing
various employee benefits.

As noted over the past nine years,
primarily due to a decrease in State Revenue
Sharing, we have had to shift part of our tax

rate from Capital to Operating in order not to
reduce City services. No new City tax monies
were put into the  Municipal Capital
Improvement Fund (MCIF) from FY 05 to FY
07. In FY 09, increasing the BPW electric
contribution from 4% to 5% with the additional
funds allocated to the Municipal Capital
Improvement Fund has certainly helped finance
some small fo medium capital projects, but
there are many other major projects which
need to be addressed in the future. If we are
going to maintain a quality public infrastructure
and public facilities, which this community has
expected and deserved, then this trend cannot
continue. Therefore, there will continue to be
some tough choices and decisions which need to
be made. In broad terms, these are as follows:

Reduce Expenses

- Reduce Services,
Generate New Revenues,
Raise Taxes, or

A combination of the above

This budget includes a combination of
the above with the realization that there will
be more financial challenges in the next several
years. However, it is believed, the combined
steps taken this year will help us through the
next couple of years.

None of the above choices are easy,
and they are especially difficult this year.
Some of the recommendations to City Council
will not be easy. Some of these issues we can
turn our back to short term, but it will have
potential negative long term impacts. We will,
of course, continue to reduce costs and improve
efficiency when possible. As a first step in
this process in the FY 08 budget two
recommendations were implemented. First, we
allocated .2977 Mills to the MCIF, without
increasing the total City tax rate, and this rate
was increased to .4079 in FY 10, but has been
reduced to .2 in FY 11.  This is still
substantially less than the 1.4 Mills average
prior to FY 05, which would generate
$1,523,000 in FY 11. Second, was in FY 08 and
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FY 09 to increase the BPW electric payment on
sales from 3.5% to 5.0% which generated
additional funds to be placed in the MCIF. For
FY 11, it has been recommended to increase the
payment to 5-1/2% until FY 14 when the two
lithium-ion battery plants will be in full
operation.

Unfortunately, at the same time in FY
10 and 11, and the next several years, the City
will have a major challenge to complete new
street reconstruction projects due to financial
shortfalls. New revenues must be generated
either from the state gas tax or the City will
have to raise taxes locally. In FY 10, a $5.5
million bond issue has been proposed which will
necessitate the small tax increase of .3 Mills.
If we do not address this issue, we stand to
lose over $9 million in State Street
Improvement funds.

We were able to provide a solid
foundation for this community as we entered
the 21st Century. Now ten years later, with
this budget, we will continue to build on that

foundation to ensure our citizens can enjoy a
community which provides an excellent place to
live, work and play. As a place to work, we have
some of our greatest challenges and
opportunities in the next couple of years. Asa
place to live and play, we have a tremendous
challenge to make sure we do not reduce the
high quality of life our citizens deserve from
their local government.

I am confident, the City Council, the
City staff, its numerous boards and
commissions, the private sector and our
citizens will be ready for the challenges and
opportunities ahead.
Respectfully Submitted,

Soren Wolff
City Manager
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BUDGET - COMMUNITY HISTORICAL HIGHLIGHTS

THE ECONOMY: This is the eleventh budget
of the new century prepared for the City of
Holland, which will continue to lay the foundation
for the 21°" Century. During the last decade of
the 20™ Century, the City of Holland truly
experienced an exciting ten years.  This year
we will again focus on the challenges and
opportunities facing the City for the next 5 - 10
years. During the past several years, we, as a
country, state and a community are facing
challenges that are very different than the past
10-15 years. For the past eight years, the City
of Holland has experienced one of the most
severe economic downturns along with the State
of Michigan. And, the events of 9-11 have
changed forever our sense of national security
and created new challenges in defining our
responsibility for local community safety. Today
we are still engaged in a full war in the Middle
East, which will further increase our economic
uncertainty and sense of national and
international security.

Perhaps one of the greatest national and
international impacts on the Holland area has
been the globalization of the economy, especially
in the manufacturing sector of the economy.
The West Michigan area had established itself
as one of the key manufacturing areas in the
United States with almost 40% of the
employment related to manufacturing. However,
in the past eight years, we have experienced the
loss and outsourcing of many of these jobs to
other countries such as Mexico, China and even
Canada.

"As a result of the strong industrial,
commercial and tourist economic base in the
Holland / Zeeland area, it is anticipated the
economic prosperity will continue for the next
decade. This prosperity will continue to bring
physical growth to the area and the seven
governmental units in the MACC must carefully
evaluate its land use, housing, and growth plans
to assure that we protect the environment and
implement  "Smart Growth" policies to
maximize the use of land resources while

minimizing the impact on existing natural land
areas. This effort must be done cooperatively
in order to maintain the natural beauty of the
Holland / Zeeland area, with which we have
been blessed. We must also address the
cultural and racial diversity of the area to
assure this is strength and not a weakness of
the area.”

This statement is from the FY 02 budget
message. Although most of this statement is still
true, it is the first sentence which has changed
so drastically in just the last eight years.

The furniture industry has been one of the
pillars of the West Michigan economy with
Haworth, Herman Miller and Steelcase. Over the
past several years, thousands of employees were
laid off in these industries. Haworth, Inc. and
Herman Miller, Inc. two of the City's top ten
taxpayers, suffered severe cuts due to the state
and national economy. The office furniture
industry continues fo work hard to regain its pre
2001 market strength. However, they are doing
so with thousands of fewer employees. They
simply have become better at "doing more with
less.” Haworth has now completed their new $80
million showroom here in Holland which has
become their global showcase.

In addition, the City's third largest taxpayer,
Lifesavers, Inc., was acquired by Kraft Foods.
The SEC required Kraft to sell of the Lifesavers
Bubble Gum and Breath Mint lines, which were
subsequently sold to Hershey's. This was a loss
of 1/3 of the Holland Lifesavers production.
Further, Kraft chose to move the rest of the
plant operations to an existing plant in Canada,
due in large part to sugar tariff protection in
the U.S. Kraft saved almost $6 million per year
in sugar costs, but the Holland area lost over
600 jobs. The plant was closed in May 2003.
However, the good news is a group of investors
have purchased the facility for future industrial
production. The property has been designated
with Brownfield status which provides several
economic and tax incentives for development,
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and several small companies have been retained,
and now operates out of the facility.

In early 2004, the City experienced further
decline in the auto manufacturing industry as
Johnson Controls, Inc. (JCI), the City's largest
employer, moved their sun visor production to
Mexico, which resulted in the loss of about 650
jobs in 2005. However, over the past couple of
years JCI has moved other productions into
their Southview plant.

However, further plant reductions were
announced by JCI in late 2005 and early 2006.
JCI has indicated these changes were necessary
to stay competitive in the auto industry and have
indicated this will help their long term growth in
the Holland area.  JCI has taken back the
Plastec operation which has improved the JCI
Holland employment base.

There has, however, been some good news in the
past three years. A new company to the Holland
area, Challenge Manufacturing, Inc., in 2004
purchased the former Herman Miller seating
plant expanded and renovated the plant that
initially created 175 new jobs. In 2005, they
announced another expansion of 277,000 square
feet and another 150 new jobs. There have been
two subsequent additions. Today, they employ
over 900 people. Haworth has brought new
investments and expansion to their facilities as
they closed several facilities in other states and
brought those jobs to Holland.

During the past couple of years, there have also
been signs of new economic growth with
numerous smaller industries due to new
Industrial Tax Abatement applications to the
City.

In late 2005, S-2 Yacht decided to close one of
their plants in North Carolina and move the
operation to Holland. A 280,000 square foot
addition to the plant, at a cost of $14,000,000
and add 150 - 400 new jobs, was completed in
early 2007! Unfortunately, the boating industry
has declined drastically in the past couple of
years. This has required S-2 to find new
markets which they have in the wind turbine
green energy market.

As a result of these economic conditions, the
City Council, at its last five annual retreats, has
established economic development / retention as
a top priority. Special efforts have been under
way to develop a City and area economic
strategy. A new Lakeshore Advantage
organization has been established which
represents the cities of Holland and Zeeland and
several surrounding townships in economic
development. This is a private non-profit group
which is funded with both private and public
funds. Funds have again been appropriated in the
FY 11 City budget to assist this area economic
development organization.

The economic challenges continue, but we are
seeing progress. Lakeshore Advantage reported
in early 2007 that employment levels in the
Holland / Zeeland area are almost back to their
2001 levels (120,000). Also, in early 2007,
Pfizer, located just north of the City limits,
donated their $50 million research facility to
Michigan State University. This facility will
become one of the ftop Biomass Research
facilities in the United States, and has already
generated millions of dollars in state, federal
and private grants. In early 2009, this facility
was occupied by its first tenant and will serve as
a hub for the growth of bio-economic activities
in the area and the state of Michigan, and will
employ over 100 - 200 employees with scientific
and technical backgrounds.

However, in 2009, we again began to experience
more difficult times in the office and auto
industry. Office furniture production is again
having a downturn in production due to the slow
national and global economy. The announcement
of both the Chrysler and GMC bankruptcies has
impacted all of our local auto suppliers and are
currently generating many future uncertainties.

But, at the same time, these are some of most
exciting times with new opportunities. JCI has
partnered with Saft of France as JCS to start
up a new electric car battery plant with new
investments of over $598 million and 300 to 500
new jobs in the next couple of years. Shortly
after JCS announced their expansion plans in the
electric car battery business, L6 Chem of South
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Korea announced they had selected the City of
Holland to also produce lithium ion car batteries.
LG Chem has broken ground on their new phase T
660,000 square foot facility and will invest over
$302 million in the facility and employ over 400
employees.

As noted, S-2 has now entered the “Green
Energy" economy as Energetx with investments
of over $7 million to produce wind turbine
blades. Also, Innotec will be investing $1.2
million in new Green Energy. As a result, the City
of Holland and surrounding area will be one of
the key economic players in North America in
the Green Economy.

In addition, Haworth has announced they will
move their Calgary Canada operation to Holland
and generate 450 new jobs in the furniture
industry. Lean Logistics has started up their
new operation and projects 580 new jobs in the
City's south industrial area. A new service call
center, Novo 1, has just started up their new
facility and projects new employment of over
350 in the next couple of years.

As all of these projects are in various stages of
implementation, the City's unemployment should
decrease substantially and the local economy
should begin to revitalize and grow. Since most
of these capital investments have received
Federal, State and Local tax incentives, there
will not be many short term property tax
returns, but there should be many long term
economic returns to the City of Holland and
surrounding area.

AREA GROWTH: The Holland / Zeeland
Metropolitan  Planning  Organization  (MPO),
represented by the Macatawa Area Coordinating
Council (MACC) comprised of the cities of
Holland, Zeeland and the six surrounding
townships exceed a population of over 103,000
based on the 2000 Census, compared to 79,000
in 1990. The City of Holland's population is just
over 35,000 and the City covers an area of 17.2
square miles. As the area continues to grow, it
must continue to cooperate in order to maintain
the quality of life to which we have become
accustomed to. Two key issues must be

addressed by the MACC over the next decade: 1)
The implementation of the US-31 corridor and
bypass project, which will have a major impact on
traffic safety for the area and will provide the
major transportation backbone, which s
essential for a strong economic base; and 2) The
comprehensive Watershed plan developed in the
late '90's must be implemented to address both
Non-Point and Point  Source Phosphorus
pollutants to the Lake Macatawa watershed,
which drains into Lake Michigan. In order tfo
achieve the goals in the plan, it will take a
cooperative effort and substantial financial
resources from both the public and private
sector if the area is going to realize
improvements in the watershed. The watershed
is critical to assure we retain and improve an
area which is blessed with a beautiful natural
environment. At the same time, the extensive
watershed is critical fto the ared's tourism
industry. Over the next couple of years, the
City will have major financial challenges in
implementing the next phase of the Watershed
plan that will have to be incorporated into the FY
12 City Budget.

As we continue into the 21" Century, the City of
Holland will need to continue to develop a strong
foundation for the new Millennium. If the City's
economic prosperity and growth are to be
maintained and expanded, then its boundaries
must continue to expand. In December 1999,
requests by property owners to annex almost
1,100 acres into the City were approved by the
State Boundary Commission, and should allow the
City to develop and grow for the next decade.

To assure this area will be developed in a
comprehensive manner in accordance with the
City's Master and Land Use Plans, the annexed
area has now been served with sanitary sewers,
public water, a new water storage tank, and a
new electric substation. Most of these projects
were initiated in 2000 and completed by early
2002. As the area develops, the entire street
network will require updating and expansion.

In 2005, the new mixed use subdivision of
Homestead Village was initiated with new
commercial, multi-family and single-family homes
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which will eventually add over 700 new dwelling
units.

The annexation of over 1,100 acres to the City in
1999 has provided some future growth for
Holland, but it has also developed difficulties
with future growth issues due to antiquated
urban growth laws in Michigan. Public water has
become a key issue with area urban growth
policies. Unfortunately, water is one of the few
tools the City has left to leverage future growth.
The City in 2003 completed an additional
annexation of 80 acres and several more
property owners have expressed a desire to
explore annexation.  This process will only
continue to stress the area urban growth
policies.

The MACC area and the State of Michigan must
develop stronger policies to assure quality urban
growth. The MACC has taken a first step by
participating in the West Michigan Alliance
Project, but the State does not seem to realize
its critical role in this issue by addressing
outdated annexation and detachment statutes.
The current State statutes will not resolve
these difficult issues, but will make growth
virtually impossible for all cities in the State.

In 2009 and 2010, when the City and Lakeshore
Advantage were recruiting LG Chem for their
new electric car battery plant, the issue of
political boundaries became a real. The
preferred location by LG Chem was a piece of
property located in the City and Fillmore
Township. LG did not want to be located in fwo
governmental units.  The City and Fillmore
Township were able to finalize an annexation
agreement in record time, or the project would
have been lost. Our political boundaries should
never stand in the way of economic growth, but
in this case, it almost did.

The City of Holland continues to be the center
of the Holland / Zeeland MPO, and major
achievements have been made in improving the
quality of life through area cooperative projects.
The City Library was converted to a Library
District and moved into its new $12 million
expanded and renovated facility in 1999. The

Wastewater Treatment Plant was expanded and
renovated in 1994 at a cost of approximately $13
million and serves the City and five surrounding
Townships. The City's Water Plant was expanded
in 1997 at a cost of $11 million and serves the
Cities of Holland and Zeeland, together with
portions of three adjacent Townships. The $11
million Community Pool expansion and renovation
project opened in 1999, and is funded on an area-
wide basis. In early 2000, the City's Dial-A-Ride
system expanded into Holland Township and the
City of Zeeland, and is providing both a fixed
route and demand / response system.

PUBLIC TRANSPORTATION: This program
must be continually evaluated for program
modification to assure its success, as public
transportation will be essential as the area
continues to grow. This process will require
patience and an aggressive marketing program to
encourage use of the new combined route and
door-to-door service. In July of 2007, a new
transit authority was formed to serve the City
of Holland and Holland Township which will also
provide public transportation to the City of
Zeeland by contract. With the continued high
fuel prices and sustainability as a key community
issue, ridership in the MAX Authority has now
reached over 316,600 rides annually.

In addition, the City must continue to work on
promoting the AMTRAK transportation system
through WESTRAIN to increase ridership on the
rail line between Grand Rapids and Chicago. The
City received an MDOT grant to purchase

additional property to expand parking facilities

for the existing train depot. This has been
completed with the purchase of the adjacent
Wendy's property. The property has been
renovated to improve parking for AMTRAK,
Indian Trails (bus) and the MAX ground
transportation systems, and is part of the
Padnos inter-model transportation center.

As some of the City's major industries continue
to grow, air transportation facilities need to
continue to be improved. In 2000, the existing
Tulip City runway was resurfaced. In 2003, plans
were initiated for the expansion of the runway
at an estimated cost of $23 million. This
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Airport project was completed in the summer of
2005 and was funded totally from federal, state
and private contributions. A new terminal
building is also in the planning stage. As with
public transportation, an area-wide airport
authority was formed in early 2007 fo assure
future growth and stability of this important
transportation link. This Authority was finalized
in May of 2008 when the cities of Holland and
Zeeland and Park Township voters approved a
special .10 tax millage to support the Airport
which has became a major transportation link for
many major industrial and commercial businesses
in the Holland Zeeland area.

NEIGHBORHOOQODS: The growth and prosperity
of the 1990's also brought problems and new
challenges. During the early 90's, the City began
to experience central city neighborhoods with an
increase in crimes involving youth gangs and
violent crimes against innocent citizens. As a
result, the City initiated comprehensive
neighborhood programs to assist citizens to
become more involved and accept accountability
with such programs as: neighborhood liaison,
community and team policing, fire community
services, Ourstreet and Weed & Seed. Through
these  programs, the  City's  central
neighborhoods began to improve and crimes
decreased substantially.

However, in 1999, the City again experienced
increased gang activity. The City reevaluated
its programs fo assure the needs of the
neighborhoods were met. The Michigan State
University Community Policing Study, with
extensive police and community input, was
concluded in late 2000 and most of the
recommendations have been carefully evaluated
and implemented.

In 1998 and 2002, the City conducted
comprehensive citizen surveys. In the 1998
survey, crime and safe neighborhoods were of
major concern. We were pleased to learn from
the 2002 Survey that our citizens expressed the
greatest increase in the quality of life
acceptability  indices  of Safety  of

Neighborhoods (+10.9%) and Safety of City
(+30%).

In 2009, another citizen survey was conducted.
Of the 20 quality of life questions, 18 received
higher ratings than in 1998 and 2002. Only the
questions “Industrial base" and “Employment
opportunities” ranked lower. Again, the "Safety
of neighborhood" and "Safety of City as a whole"
ranked higher in 2009 than in 2002 and 1998.

In 2009, the City retained a consulting firm to
evaluate the City's entire public safety programs
include police and fire services. These two
services require the City to allocate almost 50%
of its General Fund financial resources to fund
these important services. The City has
traditionally provided high quality public safety
services, but due to declining revenues, the City
must evaluate how these services are provided.
In July 2010, City Council approved the
establishment of a new Public Safety
Department which will consolidate all police and
fire services into one department. The FY 11
budget includes various objectives to be
finalized in FY 11 to assure the City's high level
of public safety services can be maintained with
the reduced funds available.

Further, as a result of several neighborhood
grants terminating at the state level, the
continued decline of Community Development
Block Grants (CDBG) funds, and reduction of
various City staff positions, it was necessary to
evaluate the structure of the Ourstreet program
in FY 10. This evaluation was completed and
modifications were made to make sure this
important program can continue to have a vital
role in the future of the Central City
neighborhoods.

PUBLIC SCHOOLS: In early 2003, the Holland
Public Schools made a decision to restructure
the elementary school system of neighborhood
schools. This was the result of reduced state
funding for education which impacted most
severally the state's core city school districts
which have limited growth potential. The School
Board's decisions resulted in closing two
elementary schools including Washington and
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Lakeview; and sell the administrative and
community education facilities on River and 16™
Street. In early 2006, a new reorganization of
the public schools was completed for the 2006 -
2007 school year.

The City continued to work with the schools and
the neighborhoods tfo minimize any negative
impacts which resulted from these changes. The
City, through the Planning Commission and the
community, developed an extensive evaluation of
this issue and produced a document titled
"Neighborhood Vitality and Holland's Elementary
Schools" which served as a guide to deal with
these critical community issues.

In 2009, the public schools again had to
reorganize the school system. This required
further closing of neighborhood schools. The
new system which started in the fall of 2009
consists of K-7 schools and an 8-12 high school.
The City and schools are working closely with the
community in implementing these changes. This
process also includes a joint evaluation of what
can be developed for the schools that have been
closed to minimize the impact on the
neighborhoods.

In the spring of 2010, the citizens of the
Holland School District approved a $73 million
bond issue. These funds will be utilized for an
innovative New Tech High School and renovation
and expansion of most of the school systems
facilities.

DOWNTOWN: The City's downtown has
experienced a major renaissance and achieved
the National Main Street award, while the area,
at the same time, experienced its most rapid
expansion of retail malls. In 2005, the 8™
Street Market as part of the Western Gateway
was completed.  This facility has brought
increased vitality to the downtown. In late
2005, the Hope College new Field House was
completed and added increased activities to the
Eastern Gateway of the Downtown.

The City's Historic District became one of the
strongest neighborhoods in the community.
Several of the City's neighborhood programs
were recognized nationally and in 1996 the City

achieved the distinguished "All America City"
award. In 2002, the expansion of the Historic
District was confirmed by a community vote and
the FY 05 and FY 06 budgets included additional
funds fo expand the Ourstreet program into
these areas of core City neighborhoods.

In 2007, the update of the Downtown Master
Plan "Sharpening the Vision" was completed. This
document provides an exciting vision for the
next 5-10 years for a downtown which is already
considered one of the best in the Midwest. In
2008 and 2009, several new major building
projects were constructed by the private sector.
The Eastern Gateway will be the focus the next
couple of years for new public infrastructure. In
2009, Hope College constructed new facilities
including a new modern soccer stadium which will
continue to make the eastern end of the
downtown a strong economic sports and
recreation center. ‘

INFRASTRUCTURE & PUBLIC FACILITIES:
During the past decade, major emphasis was
placed on upgrading the 150 miles of City street
infrastructure with a goal of every street either
being resurfaced or reconstructed over a 20-
year period. At this point, the City is close to
achieving its goal. However, the reduction in
state gas taxes will make it difficult fo achieve
the next five year planned construction unless
the state generates new revenue sources.

Major improvements have been made to public
facilities such as the renovation and expansion of
the City Hall, the construction of the Depot
Transportation Center, and the development and
renovation of the Museum. The expansion and
upgrade of City facilities and its infrastructure
will continue. The City in 2002 developed a
comprehensive three to five year program to
expand and renovate the existing Police and
County Court facilities, relocate and build a new
Transportation Service facility on property
purchased in 1999, construct a new fire station
in the West End of the City in cooperation with
Park Township, and renovate and expand the
Civic Center.

-30-




All these projects are now completed with the
exception of the Civic Center. This required an
increase in the City's Debt Service tax rate, as a
bond issue of $19.5 million was issued in August
2002. A comprehensive financial plan was
submitted to the City Council as part of the FY
03 budget, and is fully implemented. These
building programs were completed without
raising the total tax rate of the City.

In 2007, a new master plan for the Civic Center
was developed and in FY 11 efforts will be made
to develop a financial plan to construct the
facility.

In 2009, the City completed its first Downtown
Parking Deck that added 260 new spaces. This
$4.3 million project was funded from a $4.0
million Brownfield tax increment bond issue.
There are three new commercial buildings in the
Brownfield area that will support and benefit
from this new structure.

PUBLIC PARKS & GATEWAYS: The City of
Holland has a long tradition of an excellent parks
system for leisure, cultural and recreational
opportunities. The City has expanded its parks
system to 19 parks with over 350 acres, and has
renovated all of the City parks except Lincoln
and Smallenburg. In 2002, a new neighborhood
park was constructed on the Holland Heights
School property.

Kollen Park was the focus of a major community
planning process in 1998 and 1999 resulting in a
$5.6 million future expansion / renovation plan.
The first phase of this project was completed in
2003 with a $500,000 grant and $500,000 in
local funds. The second and third phase was
started in late 2007. This phase was funded
with a $650,000 grant and $650,000 in local
funds. The third phase completed in 2008 was
the installation of a boardwalk around the newly
acquired lakefront easement obtained from H.J.
Heinz Company along Lake Macatawa. This $1.3
million project has been a major step in
completing a waterfront boardwalk - pedestrian
network from Heinz to Windmill Island
comprising almost four miles of network that is
part of the Macatawa Greenway. The total

project was funded from different grants and
local funds totaling over $4 million for this
waterfront park and pedestrian network.

In FY 10, the City received a Coastal grant in the
amount of $47,300 and was matched with
$47,300. These funds are being utilized to
develop plans and cost estimates for a new
boardwalk from Window on Waterfront (WOW)
to Windmill Island. This will be a major
connection between WOW, Downtown, Windmill
Island, Kollen Park and the River Avenue Bridge
Boardwalk network. This project is also a major
part of the Park of Parks Master Plans developed
and approved by the City in 2007 and 2008.

The first phase of the planning process for
Smallenburg Park was initiated in 1999 and was
completed in the fall of 2000. The first phase
of $225,000 for this park was completed in the
summer of 2006. In 2010, it is anticipated a
major property exchange with Hope College will
be completed. This will add additional property
to Smallenburg Park. A cash payment will also be
made by Hope College to construct a new
$300,000 skateboard park in Smallenburg Park.
This will replace the Lincoln Park skateboard
facility. This exchange will also involve the
construction of a new tennis stadium next fo the
Holland  Municipal ~ Stadium  located in
Smallenburg Park.

As the area of the City continues to expand to
the south, the City in 2003 purchased 20 acres
of additional parkland for future expansion and
development.

In 2002, the 7™ Street extension and Civic
Center parking lot were initiated to implement
the visions which were developed as part of the
Western Gateway and Waterfront Development
Plans, which included the 8™ Street Market
Place, and new Police / Court Complex. In late
2002 and early 2003, the plans for the Eastern
Gateway were initiated, which has provided
exciting development opportunities for the East
End of the downtown area.  The new Hope
College De Vos Field House was completed in late
2005. This new $23 million facility removed
college and high school basketball games from
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the City's Civic Center. This allowed the City to
start the planning for the renovation / expansion
of the Civic Center. The renovation was
anticipated to begin in FY 11; however, due fo
financial conditions, this project will be delayed.

Another major part of the Eastern Gateway is
the possible construction of a traffic round-
about to serve as the main entrance to the City's
downtown. The land has been acquired as part of
the property exchange with Hope College in early
2004. This project is tentatively scheduled for
2011,

The Windmill Island Village Development Plan
was in the planning stages for six years. Phase I
of the development was scheduled to begin in
August 2002, but the final public / private
financial plans for this $37 million project were
not resolved. The FY 05 budget required a new
plan to be developed and that process was
completed as a joint venture between the City
and Tulip Time. The first result of that study
was the construction of a new pavilion in early
2005 which is available for Tulip Time Festival
events and has already served numerous
weddings and community events.

The future of Windmill Island is still a key issue,
and various preliminary visions have been
developed as part of the "Park of Parks" concept
and development and connection to the Window-
on-Waterfront Park north of 6™ Street. This
vision will continue to be worked on during FY 11.
This plan is also critical as it connects to the
City's Downtown to the north.

ORGANIZATION: One of the key elements of
the City's Mission Statement is to "provide the
best conditions under which citizens live, work
and play." The City will continue to focus on
these key elements over the next decade to
assure the City can meet the foundation for this
Mission. However, the success of achieving this
Mission will not only be the responsibility of the
public sector, but will continue to require the
involvement of the private sector. This
partnership has been essential in developing so
many projects that have made Holland a unique
community in which to live, work and play.

For the City to implement the many public
programs, services and projects, much depends
on financial resources generated from the
private economic base. Therefore, the City will
continue to place its primary emphasis on
providing excellent City services, maintain and
expand the infrastructure which supports the
maintenance and expansion of the private sector
and assure that public facilities are provided,
which are needed to support a quality community
in which to live, work and play.

Over the past decade, the City has developed a
strong  foundation  for its  Continuous
Improvement Process (CIP), which primarily
focuses on providing quality service fo our
citizens. This commitment will continue into the
future as we must continue to improve the
quality of services we deliver to our citizens on a
daily basis. That commitment has been developed
in strong Vision, Mission and Belief Statements
supported  with  personnel and financial
commitments. Major emphasis will be placed on
improving the quality of services through the use
of technology.

Over the past decade, the City has invested
heavily in computer technology and the City's
BPW continues to expand the fiber optic loop
system, which will enhance our citizens' access
to the technology highway. In 2000, the City
finalized its CATV franchise with AT&T and the
efforts to have them utilize the City's fiber
optic system were realized. The new combined
system with AT&T was totally operational by
mid-2002. ‘

The BPW has completed a comprehensive study
to determine the feasibility to extend fiber
optics to every home in Holland. The City is also
cooperating with Ottawa County to install a
comprehensive wireless system.

Emphasis has again been placed on developing a
comprehensive work plan as part of the budget
document by establishing specific goals and
action plans for the various City departments
and activities. This process will continue to be
refined to measure our progress and establish
specific dates for completing the plans. The
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development of the FY 11 Action Plans was based
on the priorities established at the annual City
Council and staff retreats and by the various
boards and committees. This year, the Council
held three Open House sessions for the public to
provide early input into the budget process.

The objectives and time schedules have set many
challenges during the past year. Through the
cooperation of the Mayor, City Council, staff and
various boards and advisory committees, the City
again did well in FY 10 in implementing the action
plans. However, many of the plans will be
continued into the next fiscal year, as they will
not be completed prior to June 30, 2010. In FY
11, there will have to be an extra effort given to
balancing all of the City's basic day to day
services with numerous major capital projects
that are being implemented during an economy
which has struggled at the state level, and has
impacted many of our own local industries. This
can be done with careful financial planning by the
City Council, staff and our various boards and
commissions.

In FY 11, the implementation of the new Public
Safety Department will be a major challenge. In
order for the City to continue its high level of
police and fire services, this reorganization will
be essential during these tight economic
conditions.

The same budget format has basically been
maintained for 16 consecutive years. This is
important especially for prior year comparative
purposes. In FY 00, a new finance system was

implemented. This system is planned to be
replaced in FY 11 to ensure the future sound
financial management of the City.

However, the final FY 03 City budget document
had a new look and format to comply with the
GASB 34 Audit / Financial regulations. This
format provides an overview of the budget from
a functional service standpoint instead of a fund
format. This should assist our citizens with a
better understanding of the City budget.

The budget now outlines City services along nine
functional service groups as follows:

=  Management and Administrative Services

» Fiscal Services

* Public Safety Services

= Transportation System and Services

= Community and Neighborhood Services

= Leisure and Cultural Services

=  Board of Public Works Utility Services

= Internal Service Funds

= Capital Projects Funds

In FY 11, City staff will continue the process of
developing improved program measurements to
determine the quantity and quality of our
services. This will continue to involve developing
benchmarks with other comparable cities in
Michigan and nationally. This effort will take
several years to implement, but is crucial tfo
assure that the City of Holland is a quality and
competitive community in which to live, work and

play.

Respectfully Submitted,

S—

Soren Wolff, City Manager
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CITY OF HOLLAND - HISTORY OF TRENDS IN POPULATION

PERCENTAGE
OFFICIAL INCREASE
DECADE POPULATION * ( DECREASE )
1867 IncorporatedasaCity - ------
1870 2324 -e-----
1880 2,620 12.74
1890 3,956 50.99
1900 7,790 96.92
1910 10,490 34.66
1920 12,166 15.98
1930 14,346 17.92
1940 14,616 1.88
1950 15,858 8.50
1960 24916 57.12
1970 26,337 570
1980 26,281 ( 0z21)
1990 30,745 16.99
2000 35,048 14.00
2009 (Estimated) 34,053 (2.84)
40,000 -
35,000
30,000
25,000
20,000
15,000
10,000
5,000

1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2009

Source for Information:

* Michigan Manuals, Michigan Department of Management and Budget and

U.S. Census Bureau.
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Asian, 3.6%

Other, 12.4% , Two or More Races, 2.7%

American Indian/Alaska Native,
0.6%

Black/African American, 2.5%

Race
22.7% Hispanic/Latino
Included in Applicable
Race Categories Above

White, 78.2%

Employment Statistics 25,000 2756
per May 2010 20,000
Michigan Dept Labor 15,000
10,000
5,000

B Unemployed O Employed ,
May 2010 20,300 Labor Force Unempl Rate 15.7%

Construction, Maintenance,

Production, Transportation, 888
Material Moving, 4,571

4,997

Employed Civilian F?:"mi”% Fis1h1igg,
Population - 17,226 orestry,
16 Years and Over

Service, 2,539
Sales, Office, 4,112

Management, Professional,

7,601
14000 8,000 1 : Total Housing Units
12,000 7,000 1 i 12,558
10,000 6,000
8,000 5,000
6,000 4,000
4,000 3,000
2,000 2,000
1,000
1980 1990 2000. -
Single Single Duplex 3or4 5t09 10t0o19  20o0r Mobile
BFilled Housing Units ®Vacant Housing Units Family, Family, Units Units Units More Home
Detached Attached Units

Persons Under 5 Years Old, 6.2%
Persons 65 Years or Older, 13.7%

Age Distribution
of Residents

Persons Under 20 Years Old,
22.9%

Persons 20-64 Years Old, 57.2%

Source: Information is based on 2000 U.S. Census data, unless otherwise noted.
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25,000
20,000
15,000
10,000
5,000
Number Employed o a o N > » © 3 ’
o S 3 o o ) o
o L & & © & & & & & & & & &
Bureau ?f ‘Labor RS K ) N S D D P P P P > v P ©
Statistics 4

Unemployment Rate Percent
per May 2010 4
Bureau of Labor Statistics )

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
To

Date

$100,000

Median Household
Income, 2005 & 2008
Uses Ottawa County
Available Data
As Representative

$50,000

$-

$56,987 $56,208

$42,291

T T

1990 Holland City 2000 Holland City 2005 Ottawa County 2008 Ottawa County

T 1

2009 Higher Education Enroliment
Total of 4,775 Degree Seeking
Note - 2006 Ottawa County Population
25-44 years 33% with Bachelor's Degree

4,000 3,230

3,000
2,000

1,000

Ho, Gra) Gra, .. D
Pe College '™ Valley staqq Sg, 560:05
Si

Fire Stations 3
Police Patrol Units 19
Parks 24
Cemeteries (City Owned) 2
Outdoor Stadiums 1
Sports Complexes 2
Community Centers 1
Nature Centers 1
Community Pools 2
Public Transit Vehicles 27

2009 City Population Estimate 34,053

Registered Voters FY10 21,909

Percentage Turnout Nov. FY10 8.00%
Library Collection 292,511

Higher Education Institutions 4
Streets (miles) 1485
Sanitary Sewers (miles) 185.84
Water Mains (miles) 236.72
Square Miles 17.35
Downtown Occupancy Rate 94%
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1805
1813

1821

1830's

1834
1836

1837

1841

1846

1847

1850

1852

1856

1857

1858

1859

1860
1861
1864

 HISTORY OF THE CITY OF HOLLAND

e

Michigan Territory.

Kingdom of the Netherlands established.

Ottawa Indians relinquish West Michigan
land in Treaty of Chicago.

Ottawa Indian settlement on south side
of Black Lake (the "Landing").

Separatist Movement leaves Reformed Church

Separatists persecuted by Dutch
government and society.

Michigan gains statehood and Ottawa
County organized.

Catholic Mission Church established at
the Landing.

Rev. Van Raalte requests assistance from
American Reformed Dutch Church for
separatists.

Rev. Albertus Van Raalte and first group
of Dutch settlers arrive in the Black Lake
region and first log church built, Holland platted.

Area population 1,828. Channel to Lake Michigan
begun.

Holland boasts seven stores, two hotels,
bakery, brass, copper & iron smithies,
tailor shop, clock shop & wagon makers.

Van Raalte's First Reformed Church completed.

Van Vleck Hall built at Holland Academy
(now Hope College). Cappon & Bertsch tannery.

Holland channel improved for large lake
vessels. Steamboat line begins between
Chicago and Holland.

Holland City Foundry.

Area population 3,457
Civil War begins.

Last presidential election with Democratic
win in Holland.

1866
1867

1870

1871

1876

1879

1880

1881

1883

1885

1889

1890

1891

1892

1893

1894

1895

1896
1897
1898

Hope College incorporates.
Holland incorporates. Isaac Cappon

first mayor.

First railroad links Holland, Allegan
and Muskegon.

Holland fire destroys 80% of town.
Holland Pump Manufactory, Phoenix Planing
Mill, Cappon & Bertsch Tannery rebuilds.

Centennial Park developed from market
square. Van Raalte dies in Holland.

Anton Seif Brewery.
Van Putten Butter Tub Factory.

Holland Manufacturing Company
(windmills).

Telephone service. Holland City Hall /
Fire Station (8th Street).

City Water Service. Western Theological
Seminary.

Holland State Bank, Lake Side
Furniture Company, West Michigan
Furniture Company.

First private electric power plant.

Building boom. Ottawa Furniture Company.
Electric street lights.

City of Holland steamer.

Municipal Electric Power Plant.
Holland Furniture Company.
Van Tongeren Cigar Factory.

"Bonus Plan" encourages companies
to locate in Holland.

Holland Daily Sentinel newspaper.
H.J. Heinz. Free mail delivery.

Western Machine Tool Works.
Holland-St. Louis Sugar Company.
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HISTORY OF THE CITY OF HOLLAND (continued)

1899

1901

1902

1903

1905

1906

1908

1911

1914

1919

1920

1924

1925

1927

1928

1930

1932

Electric Interurban to Saugatuck.

First automobile owned by Holland resident.
Holland Shoe Company. Electric Interurban

line from Grand Rapids to Holland. Graham &

Morton Steamship Company line to Chicago.
Holland Municipal Sewer System.

St. Francis Roman Catholic Church.
Brick street paving. Holland Gas Works.

Louis Padnos scap metal business.
Star Furniture (later Herman Miller).

Holland Furnace Company. De Pree
Chemical Company.

Holland Board of Trade established
(Chamber of Commerce).

Holland City Hall (River Avenue).

Mrs. George Kollen first woman elected
to Board of Education.

Holland Hospital (12th & Central).
Holland Hitch Company.

Federal Manufacturing Company (Hart
& Cooley Inc.).

Warm Friend Tavern (hotel).

Lida Rogers suggests "Tulip Day".

First tulip bulbs planted along city streets.
Sewage treatment plant. Holland State
Park. Holland Hospital (Michigan Ave.).
First Tulip Time festival organized

under Mrs. J. Telling of the festival

committee.

Depression-bank closings. Sligh Furniture
Company moves from Grand Rapids.

1933

1935

1940

1946

1948

1951

1953

1954

1955

1958

1960

1962

1965

1969

1978

1980

Baker Furniture Company moves from
Allegan. Seven-Up Bottling Company
of Western Michigan (Beverage America).

Black Lake renamed Lake Macatawa.

James DeYoung Electric Power Plant
constructed with PWA funds (BPW).
Netherlands Museum opens under of
Willard Wichers.

Tulip Time celebrated after wartime
hiatus. Hope College enrollment increases
due to GI Bill. Lithibar moves from
Kalamazoo.

Modern Products (Haworth Corporation).
Hansen Machine Company.

Bernice Bishop first woman elected to
City Council.

General Electric.

Civic Center.

Slikcraft (S-2 Yachts).

Township land annexed to City.
Herrick Public Library. Michigan slips
to second place behind California in

number of Dutch immigrants.

Holland Economic Development Corporation
(HEDCOR).

"De Zwaan" windmill dedicated by Prince
Bernhard of the Netherlands. Windmill
Island dedicated. Prince Corporation.

Lifesavers Company first plant in HEDCOR
industrial park.

Downtown Development Authority.
Metal Flow Corporation.

BLD Products Ltd. moves from Flint, Mich.
Cappon House Museum purchased.
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1983

1984

1985

1988

1990

1991

1992

1993

1995

1996

1997

1998

1999

City purchases Van Raalte Farm.

Mainstreet designation for downtown
Holland.

Evergreen Commons (Senior Center).

Westshore Mall (in Holland township).
Snowmelt system installed downtown.

Area population over 70,000 including
surrounding townships. Holland declared
Urban Center.

Freedom Village (retirement living).
Padnos Transportation Center (train
and bus depot, Tulip Time Festival office).

Holland Museum (in renovated former
U.S. Post Office).

Weed & Seed program.

Holland Area Community Swimming Pool
Authority formation. Strategic Plan
for downtown adopted.

Queretaro, Mexico, Sister City.
Holland named All-America City.
Settlers House Museum purchased.

Herrick District Library formation
(Holland City, Holland Township, Park
Township, Laketown Township).

Holland celebrates its Sesquicentennial.
Downtown receives Great American Main
Street Award.

City Hall renovation completed.
Johnson Controls Interiors (JCI)
assumes ownership of Prince Corporation.

Holland Area Community Swimming Pool
Authority Aquatic Center expansion
completed. 1,100 acres annexed from
Fillmore Township.

2002

2003

2004

2005

2006

2007

2008

2008

2009

2009

Herrick District Library facility

expansion completed.

Planters Lifesavers plant closes and
relocates to Canada. Herman Miller
vacates Holland City manufacturing plant.

City Transportation Facility constructed.

City Police Facility Expansion completed.
Western Gateway & 8th Street Market
area construction completed. Challenge
Manufacturing moves into former
Herman Miller plant. Baker Furniture
vacates Holland City manufacturing plant.

Hope College's DeVos Fieldhouse built
and Eastern Gateway (to downtown)
development continues. Baker Lofts
begins condo renovation of former
Baker Furniture building.

Voters approve Macatawa Area Express
Transportation Authority .4 millage for
expanded area-wide fransit system across
Holland City and Holland Township.

Plastech takes over management of
Holland Southview Johnson Controls
Interiors (JCI) plant.

Construction of Heinz boardwalk on Lake
Macatawa and major reconstruction of
Kollen Park boat ramp & roadway entrance.

Voters approve West Michigan Airport
Authority 0.10 millage area-wide across
Holland City, Park Township and City of
Zeeland. Even though Holland Township
voters failed to approve the tax levy, the
area wide Authority will proceed.

Downtown 7th Street Parking Deck »
constructed.

National recession impacts Holland
severely. Holland unemployment rates
soar as high as 16.4% as compared to
State of Michigan rates of 14.1%.
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P HISTORY OF THE CITY OF HOLLAND (concluded)

2009  Hundred year June 19 rainstorm event
causes major flooding and damage to
City infrastructure and private residents’
homes. City expends over $1.5 million
over the next fiscal year for repairs.

2010  Johnson Controls (JCI) partners with
French manufacturer SAFT to retool the
existing JCI Meadowbrook facility in
Holland to produce lithium-ion cells
under a Renaissance Zone.

2010  Compact Power Inc., a subsidiary of Korea
based LG Chem Ltd starts construction of
a 650,000 square foot $304 million plant
in Holland to manufacture lithium-ion cells
for automobile battery packs under a
Renaissance Zone.

Source: Events 1997 and prior are segments from the Holland Museum Sesquicentennial Timeline compiled by
Joel LeFever, Curator. Later events compiled by City Finance Office.
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TRENDS OF SIGNIFICANT REVENUVES

INTRODUCTORY OVERVIEW

= Primary revenue sources, across all funds, are grouped into the following classifications:

—~ Property Taxes

— Intergovernmental Revenue Sharing and Grants
— Charges for Services

— Licenses & Permits

— Investment Earnings

— Fines & Fees

— All Other Revenue Sources

= Graph presentations depicting recent historical trends together with anticipated near-term trends

are presented for the first five of these revenue sources.

REVENUE GROUP: PROPERTY TAXES

= Property Taxes represent the primary revenue source for General Municipal Operations, General
Obligation Debt Service Requirements, and Capital Projects for Municipal and Street Projects.

= Projection assumptions include a city-wide taxable valuation base that decreases approximately 2%
for FY2011-12, has no change for FY2012-13 and increases 2.5% annually thereafter, and an overall
annual tax rate not exceeding approximately 13.00 mills (rate per $1,000 of taxable valuation). The
annual property tax millage rate projections include:

—~ General Operating : 9.5 mills
— Capital Projects : Variable from 1.25 to 1.26 then declining towards 1.24 mills
— Debt Service: Variable from 2.14 to 2.21 then declining towards 2.18 mills
$12,000,000 PAST FIVE YEARS - ACTUAL NEXT FIVE YEARS - PROJECTION
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— - ~N. =T
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$8,000,000
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$4,000,000
$- T T T T
o QA o Y QS N 42 > » \e}
& & & & & S & o o &
P P P P P P P > P P
— - - GENERAL OPERATIONS ——— CAPITAL PROJECTS — — DEBT SERVICE
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REVENUE GROUP: INTERGOVERNMENTAL REVENUE-SHARING AND GRANTS

County Revenue Sharing

The Allegan County Road & Bridge Tax presently amounts to over $400,000 annually. This is a voted
county tax with a sunset provision requiring voter re-approval every three years. A 0% annual
increase is anticipated for FY2011-12 and a 2% increase thereafter is anticipated.

State Revenue Sharing & State Grants

State revenue sharing items are authorized by the state constitution and/or state statutes,
providing on-going funding sources for local units of government. Some revenue sharing sources are
subject to volatility and unpredictability....especially during economic swings; sometimes resulting in
significant variations from budget forecasts. Trend projections for FY2011 thru FY2015 include:
sales tax revenues to reflect no annual percentage increases

I

gas & weight tax revenues increasing 0.0% annually

criminal justice training revenues rising only 0.0% annually

police drug enforcement grant (WEMET 6rant) growing by 0.0% each year

grants for housing fix-up assistance is anticipated o remain the same as current levels

Federal Grants
Certain types of federal grants tend to be recurrent from year-to-year for designated types of
operational or public assistance purposes (such as CDBG and public transportation assistance). These
grants are less subject to volatility because specific terms are delineated in the grant agreements:

- Community Development Block Grant (CDBG) is anticipated to remain at current levels

State and Federal Grants for Capital Projects

Capital project grants for municipal projects are not reflected in this presentation because of the
one-time non-recurring nature of each individual grant. Federal and state grants for infrastructure
projects are included based upon the estimates budgeted in the five year street plan.
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REVENUE GROUP:

CHARGES FOR SERVICES - UTILITIES

» 'Charges for Services' is the City's largest single revenue source. Customer charges for three

municipal utilities, Electric / Water / Wastewater, com<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>