ICHIGAN’

MEMORANDUM

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

FROM: Joshua Hundt, Manager — Development Finance

DATE: September 28, 2012

SUBJECT: Approval of Michigan Business Development Request for $240,000 Performance-
based Grant to:

mophie, LLC (“Applicant” or “Company”)
760 S. Kalamazoo Sireet

Paw Paw, Michigan 47079
www.mophie.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

Il is the rtole 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

mophie, LLC (“mophie”) was founded in 2005 to design, develop, manufacture, and market
speakers for iPod and MP3 Player devices. The company currently designs, manufactures, and
markets intelligent accessories for Apple Inc. devices. The Company’s products include
batteries, cases, intelligent cases, credit card readers, cables, and chargers.

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

The Applicant plans to expand in the Cily of Kalamazoo, make investments and create jobs
related to mophie’s North American distribution center and house the company’s finance, quality
control, purchasing, customer service, technical support, and inside sales functions.

a) The Applicant is a “Qualified Business”, as defined in MCL 125.2088r(9)(b), that is

 located and operates in Michigan.

b) The project will be located in the City of Kalamazoo. The City of Kalamazoo has offered
a “staff, financial, or economic commitment to the project” in the form of a property tax
abatement under PA 198 of 1974. The property tax abatement is expected to be for eight
year and has a projected value of $280,000.

¢) The Applicant has demonstrated a need for the funding based on competition from
Shenzhen, China. The Company has a growing operation and has shown market growth
in China. The facility in China has space for the project.

d) The Applicant plans to create 50 Qualified New Jobs above a statewide base employment
level of 28.

¢) Pursuvant to the program guidelines, the following was taken into consideration for the
proposed project: The Company indicates they will begin job creation and capital
investment this year as a part of this project. This project had competition from the
Company’s existing facility in Shenzhen, China, and the project has a positive refurn o
the State of Michigan.

INCENTIVE. OPPORTUNITY

This project involves the creation of 50 Qualified New Jobs, with the potential for up to 51 total
jobs as a result of the Project, and a capital investment of up to $4.01 in the City of Kalamazoo.
The requested incentive amount from the MSF is $240,000 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:
4. Commitment will remain valid for 90 days with approval for MSF Fund Manager
to extend the commitment an additional 30 days.




APPROVAL AUTHORITY — MBDP SUPPORT MEMO

Michigan Economic Development Corporation

Mark Mq;‘*améﬁ,{genior Vcc President, Program Management

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 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 Campbell
Its: Fund Manager

A B

By: Andy Dillon, State Treasurer
Its: Director
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MICHIGAN BUSINESS DEVELCPMENT PROGRAM
L  Performance Based Grant - Term Sheet
Tha Toflowing Is a summary of the highlights of the project and basle Terme for which the Company deslres grant support
fror the Michigan Strategle Fund {"M3F'} under the Michlgan Business Development Program ("MBDP"). While the
MBDP Is operated and funded through the MSF, recommendation for approval of a MBDP Incentive award Is presented’
by the Michigan Economlc Davelopment Corparation {“MEDC") ta the MSF,

Date:  9/10/2012

i, -Campany Name: maophie, LLC {*Company” or “Appllcant”)

2.. Company Addrass: 760 5. Kalamazoo Street
Paw Paw, Michigan 47072

3, ProjectAddress ("Project”)i Unlt 30 Campus Drive
Waestern Michigan Unlversily 8TR Park
Kalamazoo, Michigan

4, ‘MBDF incentiva Type; parformance Based Grant

& Matimum Amount of MBDP incentive: Up to $240,000 (“MEDP Incentlve Award")

6. ‘Dase Employment Level 28 The number of jobs currently malatained n
Michizan by the Company based on data
submitted by the Company to the MERC
reflacting the Company’s statewide employment
tavel In Michigan prior to the proposed project,
The DPase Employment level, including
identificatlon of the Company data used to
establish this level, shall be Included In the final

MBDP Incentlve Award agreement
(“Agreement”) between the MSF and the
Company.
7. Total Qualified New lab Creation: 50 The minium number of total Qualified New
{above Base Employment Level) Jobs the Company shail be required to create In

Michigan {above the Base Employment Level}, In
addition ta satisiying other milestones i
appllcable, to be minimally eligible to recelve the
full amount of the MBDP Incentive Award. Each
Qualified Wew Job must be performed for
conslderation by a Michlgan resldent (whose
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Michigan income taxes are withheld as requlred),
and each Qualifled New Job must be In excess of
the Base Employment Level, The final terms ond
cenditions of the requirements for the minfmum
pumber of Qualifled New Jobs that must be
created, Including  provisions  addressing
disburseiments of portions of the MBDP Incentlve
Award, shall be Included In the fina) Agreement.
a. Start Date for Measurement of Date of Approval of MSF Award
Creatich of Qualifled New Jobs:

8. Company Investment: Up to $4,010,000 In Jand costs, new construction, machinery &
equlpment, furniture & fixtures, computers, speclal toaling; or
any combindtion thereof, for the Project,

9, Municipallty supporting the Project:. Clty of Kalamazoo

. Municlpality Support. Oné of the condltlons of execution of the flnal Agreement Is the requifement
that the municlpality shall have committed to provide a property tax abatement - under PA 198 of
1574, The flnal terms and. conditions demonstrating this support shall be Included ‘In the final

Agreement.

10. Disbursement Milestones: The finaltermsand conditions of each of the disbursements of any portlon of: the
MBDP Jacentive Award shall be Included I the final Agreement, inciuding that before any dlsbursement s
made to the Company, the Company must hava maintalned:: {1} the Base Employment. Level (excluslve of the
nurnber of Qualifled New Jobs then created) and {if) any Qualified New Jobs created for whith dishursements
by the MSF have been made, and must otherwlse be in compllance with all terms and conditions of the final
Agreemant, and further shall Include:

a, Disbursament Milestone 1 Up to $75,000 Upon demonstrated creatlon of- 15 b
Qualiled New lJobs above the Base L
Employment Level and verlficatlen of final:
approval of municipality support by no
latar than December 31, 2013,

h. Disbursement Milestone 2t Up to 575,000 tlpon completion of  Disbursement
Miestone 1, and upon demonstrated
creatlon of 15 additional Qualifled New
lobs above the Base Employment Level, by

) no later than December 31, 2014,

¢, Dishursement MHestone 3! Up to $90,000 Upon  completion  of  Disbursement
Milestone 1 and Disbursement Milestone 2,

and upon demonstrated creatlon of 20
additfonal Qualifled New lobs above the
Base Employment Level, by noe later than
December31, 2015.
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11, Term of Agreement:. Executlon of Agreement to December 31, 2017

12, Repayment Provislons:

Repayment pravislons are required by law. The Repayment terms and condltions wiil be effective through
the Term of the Agreement and shall be defined n-the final Agreement. The final repayment provisions
may require repayment of some or all of the disbursements made by the MSF, Including If the Comparny

moves 25% or more of thelr employees out of Michlgan, If the Company falls to malntaln the Base.:

Employmant Level In Michigan, IF the Company falls to malntaln the Qualified New Jobs incented by this
Award, 7

13, Reporting Requlrements:

Period!c reporting wiit bé required with this program. The detalled Informatlon needed from the Conipany

proposed Incentlve, amount of actual lncentlve recehred by cOmpany. amount of proposed and actual

Investment made by Compaiy for Project; the ‘committad number of new jobs and the sctual number -OF
new Jobs created a% a result of the Project; the ‘educational attalsment of the emp1oyees ‘hired;: the:
number of new palents, copyrights, or trademarks applled for’ and lssyed to ’the Company; the number of
licensing agreements by the Company and the number of such licensing agreements entered Into by the---

Company with Michlgan based firms; and any products commerclalized by-the Company.

14. Publle Annguncemeants:

The Company.shall not ‘make, oF cause,.any annauncement of the proposed MBDP lncentlve Award

parameters outiined In thls Jetter before the date of approval by: tha WISF of the MBDP Tnicentive Award;
unless prior authorized and coordinated with the MEDC,

&

Any final MBBP Incentlve Award is contingent upon several factors, ncluding: (i] submission by the Companv of a

cump!eted appllcauon and all other decumentation requlred under the MBDP- {ll) salisfactory mun]ctpallly Hipport ([II).'

avallable MSF fundibg {iv).completion of financial review, business Integrlty review, required background checks, and

other business and lagal review and due diligence as requlred, and tha results of whlch must besatlsfactory the MEBRC;

the MSF, and as applicable, the Chief Cornpllance Officer, (v) approval of an award by the MSF, and {vl) execution of
final Agreement contalning the established milestones, répayment terms, reporting requirements, and all othér detalled.
terms-and conditlons, required by the MSF.

if the Company [s Interested In the MEDC pursuing a recommendatlon to the MSF for a possibla MBDP Incenilve Award
for the Company along the above perameters, please slgn and date this Term Sheet. If the MEDC does not racelve the
slgned Term Sheet from the Company by September 12, 2012, the MEDC may not be able to proceed with any
recommendation to the MSF,

mophile, LLC
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bated:

Acknowledged as recelved by:

Mophle, LLC
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Itst:

Dated:
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