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What if the Counties (Gladwin and Midland) do not approve the capital assessment?

The Project costs and assessment roll will be reviewed at the February 6th joint County Commissioners board meeting.
The Counties must approve the assessment roll, and the computation of costs to complete the project. If they do not, FLTF
will need to resubmit a financing plan, and the construction projects will be delayed. At this point, the FLTF plan allows for
all 4 dam projects to continue maintaining the current timelines. We expect the Counties will approve the capital
assessment roll as this is the way forward to complete Smallwood and Secord Dams construction in 2025. We do not
want the Smallwood and Secord projects delayed, please read for more background.
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Smallwood and Secord dams are permitted and under construction with all costs to date supported by grants FLTF has
secured. No construction assessment from property owners for work to date.

Smallwood Lake is projected to return to full lake level by summer 2025.

With construction at all 4 dams, the grant money will be exhausted by mid-year 2024. To continue work on Smallwood
and Secord a loan is required to fund the balance of the project. Bond funding will be sought by June 1, 2024.

To have a loan approved, one needs to show they can repay the loan. This is no different than a mortgage.

The construction special assessment, not due until Feb 2026, is required to provide proof the loan can be paid back.
Without this, the loan cannot be approved by the lender.

The current construction assessment numbers are the high end of the range, or the “not to exceed” number. The
loan officers that will approve the loan suggested the FLTF seek the higher or “not to exceed” amount. The amount
approved does not need to be taken. The assessment will only reflect the actual amount taken. A lower loan amount
will reduce the assessment.

Additional grants secured in the coming years will reduce the loan amount.

If the County Commissioners do not approve the assessment role to appear on the winter tax bill (Dec 2025) due in
Feb 2026, the Smallwood and Secord projects (and others) will be forced to stop due to lack of funding.

There is a risk of additional delay to Smallwood and Secord. . . the 2025 timing could easily be turned to “a date to
be determined based on funding”. Contractors do not work for free. They will likely redeploy workers and equipment.

10) Based on the existing market conditions, inflation and interest rates, a STOP and then a RESTART would not only DELAY

but will INCREASE COSTS. All construction would have to go back out to bid at 2024/2025 rates, as well as new
construction administration contracts secured.

Continue reading for the REST OF THE STORY ...



There is recognition by all involved in the restoration program that costs to property owners are high. The capital or
construction assessment does not go into effect until winter tax bill Dec 2025 due in Feb 2026. We have 2 years to find
additional funding to reduce costs to property owners.

Our lake association will be working again with the others to help the FLTF seek additional funds from the State and Federal
government. Additional grants will reduce the assessment to property owners. We will seek your help and support in this
effort.

The County approving the financing plan, to include the ‘not to exceed’ capital assessment with an initial paymet in Fed
2026 will allow the Smallwood and Secord projects to continue without delay.

Why do the Counties need to approve the construction assessment now? It is not going to
start until the winter tax bill Dec ’25 (due in 2026)

The answer is complicated, below we offer a simple, high-level overview:

The grant is for $200 Million. The planning cost estimate is $364 Million. A loan is required to fund the balance. To have a
loan approved, FLTF must show proof the loan can be paid back. (No different than a home mortgage for us). The capital
assessment provides the proof required of the ability to repay the loan.

With all 4 dams in the construction phase, the $200 Million grant will be exhausted later this year (2024). To fund the
Smallwood, Secord, and Sanford projects through 2024, a loan is required.

The FLTF is seeking a loan via a new US Army Corps of Engineers Program (USACE). The loan application requires proof that
the loan can be paid back. Hence the need for the approval of the capital assessment now, even though the assessment
will not begin until the tax bill due in winter 2026.

The USACE loan cannot be disbursed until September-December 2024. Therefore, the FLTF is planning to split financing
between a municipal bond and USACE loan, using the bond to pay for ongoing construction at Smallwood and Secord.

The FLTF will seek $80 Million bond financing by June 1, 2024, to fund the Smallwood, Secord, and Sanford projects
through 2024. It is imperative that construction not be disrupted on these projects. To issue a bond, there needs to be
proof that the bond or loan can be paid back. The capital assessment provides that proof.

Managing the 4 Lakes as one project allows the FLTF to flex the grants and financing available to manage timelines and
reduce costs for all property owners.

Can we wait to see the final numbers before the Counties approve the assessment role?
The biggest obstacles to this project are time and money. Stopping the process to ‘wait’ will delay the return of the lakes.
The FLTF has listened to the lake communities and understands the sense of urgency to safely return the lakes.

The second obstacle is money. Today, both Smallwood and Secord are under construction with approved bids. A loan is
required to keep these projects funded through 2024. Stopping work could cause additional costs as current contracts will
need to be satisfied, and new contracts may need to be put in place once the funds are available. Contractors may
redeploy their crews and equipment to business and jobs elsewhere as the financing issues are resolved.

Any delay will cost the Smallwood and Secord projects both TIME and MONEY.



Why is the FLTF using the higher or “not to exceed” construction assessment number?
Construction costs are never final until the project is complete. The 4 Lakes Project and capital assessment figures had
been presented as a range. The higher represents the “not to exceed” number. The final construction costs and capital
assessments must not exceed the total computation of costs, or a new approval is required by the Counties.

The FLTF was advised by the US Army Corps of Engineers (USACE)that the USACE cannot approve a loan with a range.
There has to be one amount applied for. USACE recommended application at the top of the range, or the “not to exceed”
amount.

e |In the event less than the maximum amount is required, the loan will be that lesser amount and thus the capital
assessments will be lower.

o If additional grants are secured, the loan and thus capital assessments will be reduced to reflect those new grants.

e The final numbers will not be available until the end of the project, in the 2025-2027 timeframe.

Will the initial or first Capital assessment amount due in 2026 be the full amount?

“Based on the Capital Computation of Cost and the Plan of Financing, FLTF is estimating the assessment will run for a total
of 40 years, from 2024 to 2063. Interest is capitalized in 2025 on the bond and principal deferred, along with a deferral of
the 2025 USACE payment. As a result, the first capital assessment will not appear on tax bills until Winter Dec 2025 (Due
in 2026). The Army Corps and bond will allow FLTF to defer principal for an additional year, meaning the payment due
in 2026 will be interest only on the bond and the loan. This will result in a lower annual payment than the full assessment
amount in Winter 2025, the full assessment amount will then begin on tax bills in Winter 2026.”

Source the FLTF — click HERE

The chart illustrates the assessment schedules over the next few years.

Winter
Tax Bill |Due Date Operations Assessment Capital Assessment
Issued

Last Year | Dec 2022 | Feb 2023 Current Operations Assessment NONE

Current Operations Assessment - same as

This Year | Dec 2023 | Feb 2024 NONE
the one due 2023
Next Year| Dec 2024 | Feb 2025 Current Operations Assessment - same as NONE
the one due 2023 and 2024

2 Yrs. Initial capital assessment at a reduced rate
from |Dec 2025 | Feb 2026 Updated Operations Assessment "payment due in 2026 will be interest only
Now on the bond and the loan".
3¥rs. "Full capital assessment amount will then
from |Dec 2026 | Feb 2027 Updated Operations Assessment p o . "
Now begin on tax bills in Winter 2026

We have 2 years to find additional funding to reduce costs to property owners.
Our lake association will be working again with the others to help the FLTF seek additional funds from the State and Federal
governement. Additional grants will reduce the assessment to property owners. We will seek your help and support in
this effort.
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https://www.four-lakes-taskforce-mi.com/uploads/1/2/3/1/123199575/capital_assessment_memo_with_attachments_12.22.23.pdf

