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MEMORANDUM

TO: Delegates of the Michigan Strategic Fund (“MSF™) Board for the Michigan
Business Development Program

FROM:- Marcia Gebarowski, Senior Development Finance Manager
DATE: March 21, 2013

SUBJECT:  Approval of Michigan Business Development Request for $750,000 Performance-
based Grant to:

Detroit Thermal Systems, LLC (“Applicant” or “Company™)
6505 Cogswell

Romulus, Michigan 48174

www.detroitthermalsystems.com

MBDP PROGRAM AND ITS GUIDELINES

On December 21, 2011, the MSF Board approved the Michigan Business Development Program
(“MBDP”) and its guidelines. The primary intended objective of the MBDP is to provide
incentives to businesses that create qualified jobs, make qualified investments, or a combination
of both, in Michigan,

SOURCE OF INFORMATION

It is the role of the Development Finance staff (“MEDC Staff”) to review for eligibility,
completeness, and adherence to MBDP guidelines, the information provided by the applicant and
to manage the MSF’s investment. Explanatory and background information is supplied in
summary form to provide context for the request and is drawn exclusively from materials
submitted by the applicant, and, as applicable, from other relevant third party sources utilized by
MEDC staff.

HISTORY OF THE APPLICANT

Detroit Thermal Systems LLC is a newly formed joint venture between V. Johnson Enterprises
and Valeo, Inc. The LLC was formed in October 2012 and acquired the book of business from
the Ford/ACH facility in Plymouth, MI. Detroit Thermal Systems (DTS) will develop and
manufacture high quality climate control systems and components for the antomotive industry.

The Applicant has not received any incentives from the MSF previously,.
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PROJECT DESCRIPTION .

The Applicant plans to lease an existing building at 6505 Cogswell Street in the City of Romulus
(Wayne County). The Company plans to make renovations to this building, add machinery &
equipment and other personal property related to this new operation as well as create new jobs to
manufacture automotive components.

a) The Applicant is a “Qualified Business”, as defined in MCL 125.20881(9)(b), that is
located in and operates in Michigan,

b) The project will be located in City of Romulus. The City of Romulus has offered a “staff,
financial, or economic commitment to the project”-in the form of a PA 198 or other
property tax abatement for a period of five or more years. The estimated minimum value
of this incentive is $835,000.

¢) The Applicant has demonstrated a need for the funding. A Tennessee location was also
considered as an alternative to locating in Michigan. Tennessee offers lower facility
costs, taxes, and utilities.

d) The Applicant plans to create 312 Qualified New Jobs above a statewide base
employment level of 13.

e) Pursuant to the program guidelines, the following was taken into consideration for the
proposed project: The Company indicates that the investment and job creation will begin
in the first quarter of 2013, involves the re-use of an existing facility in an urban
community and results in a positive ROI for Michigan.

INCENTIVE OPPORTUNITY

‘This project involves the creation of 312 Qualified New Jobs, with the potential for up to 395
total jobs as a result of the Project, and a capital investment of up o $27 million in the City of
Romulus. The requested incentive amount from the MSF is $750,000 in the form of a
performance-based grant. Please see below for more information on the recommended action.

RECOMMENDATIONS
MEDC Staff recommends (the following, collectively, “Recommendation™);

a) Approval of the MBDP Proposal as outlined in the attached term sheet (collectively,
' “MBDP Proposal™);
b) Closing the MBDP Proposal, subject to available funding under the MBDP at the time of

closing (*Available Funding”), satisfactory completion of due diligence, (collectively,
“Due Diligence”), finalization of all MBDP transaction documents, and further subject to
the following terms and conditions:
a. Commitment will remain valid for 120 days with approval for MSF Fund
Manager to extend the commitment an additional 60 days.
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APPROVAL AUTHORITY -MBDP SUPPORT MEMO

Michigan Economic Development Corporation

The Recommendation is approved subject to Available Funding and Completion of Due
Diligence, and execution of all MBDP transaction documents, all in accordance with the MBDP

and its guidelines:

Note: To utilize the delegation authority granted by the MSE Board, the approval of the
Chairperson, and either the MSF Fund Manager of the MSF State Treasurer Director, are
required for this commitment under the MBDP:

Michigan Strategic Fund

By: Michael A. Finney \
Its: Chairman

By: Karla K. Campbell
Its: Fund Manager

By:,A-J}'_'é-DiIlon, State Treasurer
its: Director

Detroit Thermal Systems, LLC




MICHIGAN BUSINESS DEVELOPMENT PROGRAM
Performance Based Grant - Term Sheet

“The. foliowlng i5a summary of the highlights of the proiect and basic terms for which the Cx;:
from the Michigan Strategic Fund- (“MSF") under the Michigan Business Development Prg
MBDP. is opamted and funded through the M5F, recammendation for approval of a MBDP
by the Michlgan: Econcmuc Development Carporation ("MEDC") to the MSF. :

aany deslres grant support

Date::
T Comipany Namei- Detrolt Therral Systems; LLC{“Goimpatiy" of “Applicaat’)
2;. CompanyAddress: 5505 Cogswell Stéeet 0
Remulus, Michigan 48174: dit
www.dtslicna.com i
3. MBDP incentive Typs:- ‘Performance Based Grant

2 Maximum Amount of MBDP Incentive:  Up'to $750,000.("MBDP Incentive A

5. Basé Employment leve] 13 Aty wsintaie n;
o s 1pany based on data
":mpanv to the MEDC
y ta;g_\g e empiovmentjf
orto the proposed project
Mgt Level, Including.
ldentification of “thg Tompany. data:used to
~estiblish this: Eevel bl be included inthe final
MioF  hcentive | | Award  agreement
(Agreement") between the MSF and the
Company. LR
B, TotalQualified New lob Creation: 312 The minimum numbieriof total Qualifled New

{above Buse Employment Level) Jobs the Company-shpllibe teqired:to createin:
Michigan [abova the'Base Employment Level}, in

addition to s;jl:i%.fi}ﬂ’ other milestanas if

applicable, to be il
full amount of the M
Qualified New Job
consideration by a
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BDP Incentive Award. Each

nlust be performed for

Michigan résident {whose

Michigan income t.axés.aire:yi'i.thhe;!li as required),
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v:Job must be in excess of
tevel. The final terms and

Michigan Economic Development Corporation

300 North Washington Sguere 1 Lansing, b 48913

888.522.0103

Wichiggaretes

HHINE y Gy

i A FTe Ry RS 4]




conditions of the Fetif
nimber of Qualified| N,
Intiutding :

ereated,
disbursements of pior

}:'téhﬁéﬁ_ts for the minimum
léw. Jobs that must be
provisions:  addressing
of the MBDP Incentive

Award shall be méiude m the final Agreement,

Start Date for Measurement of
Creation of Quallfied New Jobs::

7. Company Investment: Up: to- $27,073,125 In. lease:
lgasehald: Improvements mach
tooling ar any cambmaﬂon thereo f:
8 Municipality supporting the Project: City-of Romilus -

K

thab the municipality shall have tommitted: to;pmvide
ahd conditions demonstrating this support. shall be: lncluded ]

9, Dlsbursement Mliestones. The finaE terms and condutlons of each 2'of the

hy: the MSF have been made and must otherwlse be i compllance wit'h.a Rih
Agreament, and: further shall include:
Up to5400;000

a, Disbursement Milestane i;

b. Disbursement Milestone 2; Upte $’ﬁ00,000

Malestone' 1, :
Creaticn.ef: 42
lohs a'bove the‘

Upon  comiph
Milestone 1.an
and upo)
.addtfona]

¢. Disbursement Mitestone 3: Up te $150,000

Base Employm(

December 31, 2
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10. Term of Agréement: Execution of Agreamant to Decembi f.?;:m,f.zoi?

11, Repayment Provisions: §
Repayment provistons are required by faw. The Repayment terms and condnmns will be elfective: throughi
the Tarm of the Agreerent and shall be. definad-in the final Agreement.. Tl [
may require-repayment of some or-all of the disbursements made by the! w
moves 25% “6r ‘mare of: their emplovees qut of Michigan, If the €a
Employment Leval in Mnchlgan, if the Company fails to: mamtam the Qua]lﬂ
Award, .

Final repayment prowsions;

12, Rgpod!ng'ﬁequ}mm'&ng;::
Pei’io’dltrépom'ﬂg‘ W'i'li b s

Any final MBOP: Incentive:-Award s contfngent tigon . several fact' '
completed: applicatioh-and al nther ‘documentation re' uired Hnde
avallable MSF funding. (iv)_ complétion-of financial review, Business: integrity revlew, cealii
other business and legal review'and dudTdiligence as requlréd and tha results of which
the MSF, and as appl!cable, the.Chiaf Compfianca Ofﬂcer, {v) ‘apjiroval of ari award by thi:
final Agreement containing the éstablished nitestones, repayiient terms, reporting: requlﬁaﬂi
terms and conditions; required 5y the MSF,

If the Company s interested'in the MEDC pursuing a recommendation:to the MSF for-a B¢ "':_ble MBDR: incentlve Award- '
for the Company along the abave parameters, pledse sign and date this. Term Sheet, If fhg MEDC does not receive the .
signed Term Sheet from the Company by March 12, 2013; the MEDC may nat Hid: _bEe to procéad with any’
recommendation to the MSF,

Detro:{ThermaI Systems, LLC
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Acknowledged as racelved by:

‘Michigan Ecoro e Deveidh) et Corporation
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