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MEMORANDUM

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

FROM: Mike Gietzen, Development Finance Manager
DATE: June 3, 2013

SUBJECT; Approval of Michigan Business Development Request for $200,000 Performaﬁc&
based Grant to:

Methow Acquisition LLC, d/b/a Merhow Industries (“Applicant” or “Company”)
306 Depot Street

Bristol, Indiana 46507
www.merhow.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 exchusively from materials
submitted by the applicant, and, as applicable, from other relevant third party sources utilized by
MEDC staff.

HISTORY OF THE APPLICANT

Merhow Acquisition LLC, d/b/a Merhow Industries manufactures luxury horse trailers with
living quarters. The Company has been in existence since 1955 in several locations in Indiana.
The Company’s current location's lease is up and they are exploring their options for a new
Jocation. They have identified a site in White Pigeon, Michigan that they are interested in and
will meet their expansion needs.

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

The Applicant has outgrown their existing location in Indiana and they are exploring moving
their operations to a vacant facility in the Village of White Pigeon and making investments and
creating jobs related to the manufacturing of luxury horse trailers.

a)
b)

The Applicant is a “Qualified Business”, as defined in MCL 125.2088r(9)(b), that will
locate and operate in Michigan.

The project will be located in the Village of White Pigeon. The Village of White Pigeon
has offered a “staff, financial, or economic commitmént to the project” in the form of
property tax abatement under Public Act 198 of 1974 for a period of 12 years. The
estimated value of $42,000.

The Applicant has demonstrated a need for the funding based on a competitive state and
local incentive package from the State of Indiana. The Company also believes that
Michigan workers' wage rates are higher than Indiana’s for this job classification.

The Applicant plans to create 46 Qualified New Jobs above a statewide base employment
level of 0.

Pursuant to the program guidelines, the following ‘was taken into consideration for the
proposed project; the project involves very strong out-of:state competition from Indiana,
the company plans to create jobs beginning immediately once supported from MSF.

INCENTIVE OPPORTUNITY

This project involves the creation of 46 Qualified New Jobs and a capital investment of up to
$1,075,000 in the Village of White Pigeon. The requested incentive amount from the MSF is
$200,000 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)
b)

Approval of the MBDP Proposal as outlined in the attached term sheet (collectively,
“MBDP Proposal™);
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;

b. MSF Fund Manager can negotiate final milestone performance terms from that
contained in the Term Sheet, and additional and other terms so long as the
additional and other terms are not atherwise materially adverse to the MSF, to
accommodate final signing of the Transaction Documents.
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APPROVAL AUTHORITY — MBDP SUPPORT MEMO
Michigan Economic Development Corporation

Amy Deprez, Director, Dévelg
The Recommendation is approved subject to Available Funding and Completion of Due

Diligence, and execution of all MBDP transaction documents, all in accorg}ance with the MBDP
and its guidelines:

Note: To utilize the delegation authority granted by the MSF 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: Andy Dillon, State Treasurer
Its: Director

Merhow Acquisition LLC
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MICHIGAN BUSINESS DEVELOPMENT PROGRAM
" Performance Based Grant - Term Sheet

The followlng Is a summary.of the b ____1__liig_‘;_‘l‘:;ts of the pf i’r.l:md basieterms forveilah the.Company dasiros grant support
from the Michlgan-Strategic Fund ["MSF”) undey the Michigan Business Development Program {“mMBDP"), While the
MBDP [s operated and funded through the MSF, recommendation for ap_p.r.ovai of a MBDP intentive award Is presented

by the Michigan Econornle Development Cotporation {"MEDC”} to the MSF.

Dater  5/28/2013

%, Cormpany Names. mMerhow Acquisttlon-LLC {*Company” or “Appllcant”)
2, Comnpaby Addressy’ 308 Depot Street

' Brlstol, Indlana 46507
3. Project Address {“Project”): 501 5, Milier Brive

White Flgeon, Michigan 49099

4. MBDP Incentive Type: ‘Perforiiance Based Grant:
5. Maximum Amount of MBDP incentiver Up to $200,000 {"MBOP Incentive Award")

6, Base Employment Lavel v The number of Jobs cuzrently malntalned in
Michigan by the Company based on data
submitted by the Company to the MEDG
reflecling the Compnny’s statewide employment
leved In Michigan prior to the proposad project.
The Base Employment Level, Including
identification of the Compuny data used to
establish this level, shall be included In the flnal

WBDP Incentive Award agregment
{"Agreement"} belween ihe MSF and the
Cornpany.
7. Total Quatifled New Job Creation: 46 The minlmum number of total Qualified New
{above Base Employment Level} Jobs the Company shali be required to create in

Michlgan (above the Base Employment Level}, in
addition to satisfylng other milestones i
appilcable, to be minimally eilgible Lo receive the
full amount of the MBDP Incenlive Award, Each
Qualified New lob must be performed for
consideration by a Michlgan resident (whose
Michlgan income taxes are withheld as required},
and each Qualified New Job must be in excess of

i
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the Base Employment Level. The finak terms and
conditions of the requirements for the minkmum
pumber of Qualified New Jobs that must be
‘created,  including  provisions  addressing
dishursements of portions of the MBDP Incentlve
Award, shall be Included In the finai Agreement. s

. - Start Date for Measurement of  Date of Approval of MSF Award
Creatlon of Qualified New Jobs:

B. -Compahy investment; . 43,075,000 for anhual lease cost, leasehold Improvements,
machinery and equipment, furniture and fixtures, computers,
pollution control equipment, and spacla! toolng, or any
combination thereaf, forthe Project,

9, Munllpallty sipporting the Project: Viilage of White Plgeon

3, Municlpality Support, One of the conditions of exacttion of the final Agreement Is the requirement
that:the municipality shalk have committed to provide: a property tex abatement for real and .
personal property velated to the project. The finat terms and conditlons demonstrating this support
shall'be Inglued Iri the final Agreement.

Dlsbursement Milestones: The final terms and conditlons of each of the dishursements of any povtlon of the
MBOP incentive Award shall be lielided in the final Agreement, Inciuding that before any dishursement Is
made to the Company, the Company must have malntalned: (i} the Dase Employment Level [exclusive of the
nupber of ‘Gualified Mew jobs then created) and.(il) any Qualifled New Jobs created for which disbursements
by the MSF. have heen made, and must ctherwise be in compliance with all terms and conditions of the final

Agreement, and further shall inchde:

1t

a. Disbursement Milostone 1t Up to 530,000 Upon demonstrated ereation of 5 Quafifled
New lJobs above the Base Employment
Lavel, verification of executed lease for 2
minlmum of five years, and verification of
flinal approval of munlcipality support by no
later than January 3%, 2014,

b, Dishursement Milestone 2! Up ta $70,000 Upon  completion  of  Disbursement
Milestone 1, and uwpon demonsirated
creation of 15 addltional Qualifled New
Johs {for a total of 20 Qualifled New Inbhs}
above the Base Employment lLevel, by no
later than January 31, 2015,

c. Dishbursement Milestone 3t Upto $100,000  Upon  completion  of Disbursement
Milestone 1 and Dishursement Milestone 2,
and upon demenstrated creation of 26
additional Qualified New lobs (for  total of
46 Qualfied New Jobs} above the Base
Employment Level, by no later than June
3q, 2016
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11, Term of Agreement: Executlon of Agreemient to June 30, 2018,

12. Repaymeni Provislons:
Repayment provisions are vequired by law, The Repayment terms and condltlons whl he eflective through
the Term of the Agresment and shall be defined In the final Agreement. The final repayment provisions
may require repayment of some or all of the disbursaments made by the M3F, Including IF the Company
moves 25% or mote of thelr employees out of Michigan, If the Company falls to mialntaln lhe Base
Employmant Leve] In Michigan, if the Company falls to malntain the Qualified New Jobs Incented by this
Award.

13, Raporting Requirements;

Perlodie reporting will be regulred with this program. The detailed Information needed from the Company
will be Included In the final Agreeiment, but Wil Include Prolect repariing for such thirigs asi amount of
proposed Incentive, amount of actual Ingentive recelvad by Company; atnolint of proposed and actu;il_
Investment made by Company for Projéct; the committed number of new Jabs and the actual numbes of
new lobs created as o result of the Project; the educational attalnment of the employees red; the
niimber of new patents, copyrights, or trademiarks applied for and lssued to the Comipany; the nuraber-of
Hizensing agreements by the Company and the number of such licensing agreements entered Into hy the
Company with Michigan based firms; and any products commercialized by the.Company.

14. publlc Announcements:
The Company shall not make, o cause, any announcement of the peoposed MBDP Incenilve Award
parametars outlined In this letter before tha dote of approval by the MSF of the MBDP Incentive Award,
vnless prlor authorized and coordinated with the MEDC,

Any final MBOP Incentlve Award Is contingent upon several factors, Inciuding: [} submission by the Company of-a
completed application and afl other docuynentation reguired under the MBDP (if) satisfactory municipality support (i)
avallable MSF funding (v} completion of flnanclal review, business Integrity review, required hackground checks, and
other buslness and Jegal review and due dlligence as required, and the results of which mnist ba satisfactory the MEDC,
the MSF, and as applicable, the Chlef Comphance Offlcer, {v) approval of an award by the MSF, and {vl) execution of a
final Agreement contalning the established milestones, repayment terms, reporting requirements, and alt other detalled
terms snd condltlons, requived hy the MSF,

IT the Company is interested in the MEDC pursuing a recommendatlon to the MSF for a possible MBDP Incentive Award
for the Company along the above paramelers, please sign and date this Term Sheat, 1 the MEDC does not recelve the
signed Term Sheet {rom the Company by May 31, 2013, the MEDC may net ba able teo proceed with any
recommendatlon to the MSF.
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Acknowladged as regalved by:

COMPANY NAME Michigan Ecenemic Devetopment Corporation

By: L

Printed Name; - Prlmedﬂama

fts: It

Pateds: Duteds

i i
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