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MEMORANDUM

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

FROM: Mike Gietzen, De\(elopment Finance Manager

DATE: April 5, 2013

SUBJECT: Approval of Michigan Business Development Request for $475,000 Performance-
based Grant to:

Bleistahl North America LP (“Applicant” or “Company™)
43311 Joy Road PMB 427

Canton, Michigan 49187

www.bleistahl.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

Since carly 2001 Bleistahl Ltd. the parent company of Bleistahl North America LP has formed a
strong partnership supporting Ford, General Motors and Chrysler with wear resistant valve seat
insert rings for their new engine developments. Bleistahl Ltd. was incorporated in 2001 to
spearhead sales of valve train components to the automotive industry in the North American
market. Bleistahl Ltd. achieved an increase in sales from approximately 20 million valve seats in
2009 to over 70 million pieces in 2012, triggering the decision to localize manufacturing from
Furope to North America. '

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

opening a new manufacturing facility in the City of Battle Creek (190 Clark Rd. Battle Creek,
Michigan). The Company plans on creating 58 jobs and investing $11.5 million. This new
facility will manufacture engine components particularly valve seat insert rings within the
automobile’s engine.

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 City of Battle Creek. The City of Battle Creek has
offered a “staff, financial, or economic commitnient to the projéct” in the form of
property tax abatement under Public Act 198 of 1974 for a period of 12 years. The
estimated value of the PA 198 is $532,000.

The Applicant has demonstrated a need for the funding based on economic development
groups in Indiana, Illinois, and Ohio offering substantial incentives in an attempt to win
their business. The project has high upfront cost due to a large investment in people-and
machines during the first year of the project. These high expenses during the first year
with close to no revenue coming in create a financial burden for the patent company.

The Applicant plans to create 58 Qualified New Jobs above a statewide base employment
level of 2.

Pursuant to the program guidelines, the following was taken into consideration for the
proposed project; it involves out-of-state competition from Indiana, Illinois, and Ohio.
The proposed project also will be reusing an existing facility in Battle Creek. The project
has strong links to Michigan suppliers and is expected to begin in 2013,

INCENTIVE OPPORTUNITY.

This project involves the creation of 58 Qualified New Jobs and a capital investment of up to
$11,500,000 in the City of Battle Creek. The requested incentive amount from the MSF is
$475,000 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
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additional and other terms are not otherwise materially adverse to the MSF, to
accommodate final signing of the Transaction Documents.

APPROVAL AUTHORITY — MBDP SUPPORT MEMO
chigon Eeonpmic Development Corporation

'¢ 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. Finneyi
Its: Chairman

By: Karla K. Campbell
Its: Fund Manager

i

By: Andy Dillon, State Treasurer
Its: Director
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MICHICAN BUSINESS DEVELOPMENT PROGRAM
Performandcse Based Grant Term Sheet

Th foiiowlng is'a surnmary af the hlghnghts of the ‘project and basic \erras for which the Cempa:w dasires grant support
fram the Michigan Strategle Fund (“MSF} under the Michigan Business Development Program {"MBDP"}, While the
MBOP is oparated snd funded through the MSF, recommendation for approval of a MBDP ineantive awerd |5 presented
by the Michizan Economic Development Carporation {"MEDC”] to the MSF.

Data:  3/28/2013

1. Company Name: Blelstahl North America LP {”Company” or “fipplicant”}
2, Compeny Address; 43311 loy Road PMB 427

Cantén, Michigan 48187
3. Project Address ["Profact): 190 Clark Road

Battle Creek, Michlgan 49037

4, MBDP Incentive Typa; Parformance Based Grant
5. Maxlmum Amount of MBDP tncontlves Up'to $475,600 {“MBRP incentlve Award”)

§, Base Employment Level 2 The rumhber of Jobs currently malntainéd In :
Mmichigan by the Company and Its ralated entity
glelstahl Ltd. based on data submitted by the
Compuny to the MEDC reflecting the Company’s :
employment leval In Michigan prlor to the ;
proposed project. The Base Employment Level, :
including identification of the Gompany data ;
used to establish this level, shall be included In
the final MBDF Incentive Award agresment
{"Hgreemenl”] between the MSF and the

Company.
7. Total Qualifled New lob Creatiomn: 55 The minimum mmber of lotal Qualified New
{above Buse Employment Level) labs the Company shall be reguired to create in

Michigan (above the Sase Employment Level}, In
addition to satisfying other milestones §f
applicable, to be minimally eligible to receive the
fufl amount of the MBDP Incentive Award. Each
Guatlfled MNew Job must be performed for
consideration by 8 Michipan resident {whose
Michigan income taxes are withheld as required),
and gach Qualified New tob moust be in excass of
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a.  Start Date for Measurement of
Creation of Qualified New Jobs;

8. Company lavestment:

9. Munlcipallty supporting the Project:

the Base Employment Level. Thie final termys and
conditions of the requirements for the minlmum
numbes of Quallfied New Jobs that must be
crested,  Intluding  provistons  addressing
disbursements of portions of the MBDP incentive
Award, shall ba included i the final Agreement.

Date'of Approval of MSF Award

$11,593,900 for annual lease cost, leasehoid improvements,
machinery & equiprment, furnifure & {IXtures, tomputers, and
pollution control equipment or any combination thereof, for:
the Praject.

City of Battfe Creek

a.  Municipafity Suppart. One of the conditions of execution of the final Agreement is the requiverbent

that the municipality-shall have somrmitted to provide; a property tax abatement_ratatad tothe

project, The final terms and conditions demonstrating this support shall be incliided In the final -

Agreement.

10. Disbursement Milestones: The final terms and conditlons of each of the dishursernents of any pottion Qf:thﬁ

MBDP Incentlve Award shall be Included in the fnal Agreement, induding that befora any dishursernent & - -

made to the Company, the Conmpany must have malntained: (I} the Base Eraployment Level (exclusive of the
aumbar of Qualified New: Jobs then created) and {Il} any Qualified New Jobs created for which disbursements
by tha MSF have been mads, and must otherwise be In complance with all terms and conditions of the final

Agreement, and further shall Include:

3. Dishursement Milestang 1;

b, Disbyrsement Mifestone 23

c. Disbursement Milestone 3:

Blaisisht North Americs LP

Upon demonstrated  creatlon of 11
Qualified New Jobs above the Base
Ermployment Level and verification of finsl
approval of municipality suppert by no
later than Margh 1, 2014,

Up ta 5120,000

Upon  completion  of  Disbursement
Milestone 1, and upon demonstrated
¢reation of 1t additional Cualified Mew
Jjohs abgve the Base Employment Level, by
no fater than March 1, 2015.

Up to $120,000

Upon  completion  of  Disbursement
Mitestone % and Disbursement Milestone 2,
sand upon demonsirated ceeation of 33
additionhal CQuialified New lobs above the
Base Employment Level, by no later than
March 1, 2018

Up to $235,000
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11, Term of Agreement: Execution of Agreement to March 1, 2018

12. Repaymant Provislons:
Repayment provisions are requlvad by law. The Repayment terms and conditlons wili be effective through

the Term of the Agreement and shall be defined In the final Agreement, The final repayment provisions
may require repayment of some or all of the disbursements made by the MSF, including if the Company

Employment Level In Michigan, if the Company fails to maintain the Qualified New. Jobs Encented bv th:s: :
Award,

13, Reporting Requirements:
periodic reporting wiil be required with this program. The detailed Informatlon nieetled from.the chpany -

will be Included In the final Agreement, but will Include Project repm’ting for 351 nt f :

14. public Announcements;
The Cnmpany shall not make, or cause, any announcement of the pmpns
parametérs outlined in this letter befdre the date of approval by the MSF of th A

unless prior authorized and coordinated with the MEDC,

Any final MBDP incentive Award Is contingent upon saveral factors, Including: (1) submlssion _b" Con
compketed application and all other docomentation required under the MBDP (Il sattsfactory mu capahty support (ill_
ayatlable MSF funding (iv) completion of financlal raview, business intégrity review, required background checks,- nnd:';---
other business and legal review and due difigence as required, and the results of which must. be satisfactory tha MEDLC; L
the MSF, and as applicable, the Chiaf Compliance Officer, {v} approval of an award by the MSF, and:{vi): executlon of a
final Agreement containing the established milestones, repayment terms, reporting requirements, aind all other detailed
terms and conditions, required by the MSF,

If the Company Is interested in the MEDC pursuing a recommendation to the MSF for a pussible MBDP Incentive Award
for the Company along the above parameters, please sign and date this Term Sheet. If the MEDLC does not recéive the
signed Term Sheet frora the Company by April &, 2013 the MEGC may nat be able to procee:d with any recominendation
to the MSF.
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By > gt < i 48 Printed Name:
fs! 7’:}’,‘& r}'f;{f"-’ ‘71
Dated:: 3 , /4/”" ZQIG

Acknowledged as recelved by

Michigan Econemic ngelbpme'nt_cdrpétéilén

By printed Narme:-

AT

v Developuent Finiane Manoger

S

Tated: -
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