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SUMMARY:

Senate Bills 559 and 562 would amend the Michigan Strategic Fund Act and the Michigan
Trust Fund Act, respectively, to replace the Strategic Outreach and Attraction Reserve (SOAR)
Fund with the “Make it in Michigan” Fund, make various changes to the current SOAR
programs, and allocate 50% of the money in the fund for a new “Michigan 360" program.'

Senate Bill 559 would amend the Michigan Strategic Fund Act to modify the Critical Industry
Program (CIP) and the Michigan Strategic Site Readiness Program (SSRP) and require the
programs to be funded through the Make it in Michigan Fund rather than the SOAR Fund. The
bill would also create the Michigan 360 program to fund community development activities.

Michigan 360

Senate Bill 559 would create the Michigan 360 program, which would be operated and
implemented by the authorized employees, officers, and agents of the Michigan Strategic Fund
(MSF), including employees of the Department of Labor end Economic Opportunity (LEO).?
Money could be spent from the program for qualified investments to eligible applicants to
support eligible 360 activities related to community development projects. Michigan 360
investments would not have to be made in relation to a project funded through the CIP or SSRP.

With respect to the Michigan 360 program, a qualified investment would mean a grant,
loan, or other community economic and development assistance for a project subject
to a written agreement under the Michigan 360 program.

Eligible applicant would mean an applicant that is at least one of the following:
e A political subdivision of Michigan, including a county, city, village, township,
charter township, or instrumentality of any of those bodies.
e A college, university, community college, or junior college in Michigan.
e A nonprofit corporation or community advocacy group.

! The SOAR Fund was created in 2021 to fund Michigan’s economic development incentives through the Critical
Industry Program and the Michigan Strategic Site Readiness Program. See Public Acts 134, 136, 137, and 143 of
2021: http://www.legislature.mi.gov/documents/2021-2022/billanalysis/House/pdf/2021-HLA-0769-896200FB.pdf.

2 The bill would state that the legislature finds and declares that the funding provided under the Michigan 360 program
is for the public purpose and serves the health, safety, and general welfare of Michigan residents.
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A community development financial institution or coalition of community
development financial institutions that has previously provided services in
Michigan.

A local professional or technical service provider.

A local economic development corporation.

A local or county land bank or the State Land Bank Authority.

Community development financial institution would mean that term as defined by 12
USC 470. Generally, it means a person other than an individual who has a primary
mission of promoting community development; serves an investment area or targeted
population; provides development services in conjunction with equity investments or
loans (either directly or through an affiliate); maintains accountability to residents of
its investment area or targeted population; and is not an agency or instrumentality of
the United States, a state, or a political subdivision of a state.

With respect to a proposed project considered under the Michigan 360 program,
eligible 360 activities would mean one or more of the following:

Building, expanding, or improving regional transit.

Housing activities to provide access to affordable housing for low- and
moderate-income households, including new construction, rehabilitation of
existing housing, homebuyer education classes, foreclosure prevention
programs, and down payment assistance.

Neighborhood stabilization programs to stabilize communities with high rates
of abandoned and foreclosed homes and to assist households whose annual
incomes are 120% of the area median income or less.

Public facilities and improvement projects, including projects for the
construction or rehabilitation of streets, sidewalks, parks, other public
recreational spaces or public infrastructure, or facilities that are open to the
general public or provide community services.

Public service activities, including child care, health care, job training,
recreational programs and educational programs.

Business  assistance, including downtown business development,
microbusiness and small business assistance, revolving loan funds to support
business development, and commercial rehabilitation.

Mixed-use development to enable a combination of retail and residential areas.
Activities related to energy conservation and renewable energy resources.
Activities to provide stable transitional housing for individuals in recovery
from a substance use disorder.

The MSF would have to adopt an application, approval, and compliance process for the
program and then publish the process on its website or the website of the Michigan Economic
Development Corporation (MEDC). The application, approval, and compliance process for the
CIP and SSRP, both of which currently must be published on the MSF website, could also
instead be published on the MEDC website.

3 See: https://www.govinfo.gov/content/pkg/USCODE-2021-title12/pdf/USCODE-2021-title 1 2-chap4 7-subchapl-

sec4702.pdf.

House Fiscal Agency

SBs 559 (S-5) and 562 (S-3) as passed by the Senate  Page 2 of 14


https://www.govinfo.gov/content/pkg/USCODE-2021-title12/pdf/USCODE-2021-title12-chap47-subchapI-sec4702.pdf
https://www.govinfo.gov/content/pkg/USCODE-2021-title12/pdf/USCODE-2021-title12-chap47-subchapI-sec4702.pdf

Michigan 360 criteria

Before entering into a written agreement for a qualified investment under the Michigan 360
program, the MSF would have to consider and document all of the following criteria with
respect to a proposed project and related eligible 360 activities:

The potential economic impact of the project to the community and the state.

The degree to which the proposed project is a priority for the municipality in which the
investment will be made. (Municipality means a county, city, village, township, port
district, development organization, institution of higher education, community or
junior college, or subdivision or instrumentality of any of these legal entities.)
Whether the project will act as a catalyst for additional economic growth in the
community and in the state.

Whether the eligible 360 activities will invest in transportation or infrastructure support
in the community.

Whether the proposed eligible 360 activities will support workforce training and
development needs in the community.

The extent to which the proposed eligible 360 activities will support the growth of local
downtowns, central business districts, small businesses, or local business hubs.
Whether the eligible 360 activities will support the child care needs of the community
required to support the local workforce.

Whether the proposed eligible 360 activities will provide local housing to support
growth in the community related to the project.

Whether the proposed eligible 360 activities will reuse vacant buildings or historic
resources, or whether the proposed activities will redevelop blighted property.

The extent to which the proposed eligible 360 activities will attempt to coordinate with
existing resources and programs in Michigan, including the MichiganWorks! One-Stop
Service Center system,* the Michigan High-Speed Internet Office,’ the Michigan State
Housing Development Authority (MSHDA), state and local land banks, and the
Michigan Department of Transportation (MDOT).

Written agreements

If the MSF determines that the project and related eligible 360 activities reasonably satisfy the
applicable criteria after a holistic evaluation and decides to award a qualified investment to an
eligible applicant, it would have to enter into a written agreement with the applicant that
includes the following, in addition to any other terms and conditions related to the investment:

The amount of the total qualified investment to be awarded.

Specific dates and benchmarks for the applicant to receive the investment, including
any conditions for the disbursement of money in installments.

Specific terms relating to measurable outcomes, proration of payments for partial
performance, and clawback and specific repayment provisions for noncompliance.
An audit provision requiring the MSF to verify that the required benchmarks have been
satisfied.

A provision requiring the applicant to provide the data described in the agreement to
the MSF to comply with legislative reporting requirements.

4 https://www.michiganworks.org/michigan-works-network.

3 https://www.michigan.gov/leo/bureaus-agencies/mihi.

House Fiscal Agency SBs 559 (S-5) and 562 (S-3) as passed by the Senate  Page 3 of 14


https://www.michiganworks.org/michigan-works-network
https://www.michigan.gov/leo/bureaus-agencies/mihi

A project and its related eligible 360 activities would not be required to satisfy all the criteria
for the MSF to determine that the goals of the Michigan 360 program would be met by the
project.

Before entering into the agreement, the MSF would have to submit a copy of the negotiated
terms of the agreement and its written analysis of the criteria to the Senate majority leader, the
speaker of the House, and the chairs of the Senate and House appropriations committees.

Administrative fee

Senate Bill 559 would require the MSF to retain 5% of the amount of a qualified investment
or other economic assistance awarded to a qualified business for any additional administrative
expenses of the Michigan 360 program.

Limitations on disbursements
The MSF could not disburse money to an eligible applicant for a qualified investment under
the Michigan 360 program if any of the following apply:
e The applicant has not fully repaid all money subject to a clawback or that is required
to be repaid under any agreement with the MSF or MEDC.
e The eligible applicant is in default on any grant, loan, investment, or other economic
assistance made or guaranteed by the MSF or MEDC.

Clawbacks

All money paid to the MSF pursuant to a clawback or a specific repayment provision for a
qualified investment under the Michigan 360 program would be deposited into the general
fund, and any money allocated to the program that remains unexpended, unallocated, or
unobligated at the end of a fiscal year would revert to the general fund.

Currently, all money paid to the MSF pursuant to a clawback or repayment provision for a
project receiving money from the CIP or the SSRP is deposited in the SOAR Fund, and all
money allocated to the programs that remains unexpended, unallocated, or unobligated at the
end of a fiscal year would revert back to the SOAR Fund. Senate Bill 559 would instead provide
that this money would be deposited in and reverted to the general fund, as applicable, and
would remove requirements that the MSF cannot use money allocated to these programs for
administrative purposes.

Modification requests

A request to modify an existing written agreement under the Michigan 360 program would
have to include the specific provision of the agreement to be modified and the rationale for the
modification. If the MSF receives such a request, it would have to provide a copy to the speaker
of the House, the chairs of the Senate and House appropriations committees, the governor, the
clerk of the House, the secretary of the Senate, and the Senate and House Fiscal Agencies
within five business days of receiving it and before amending the agreement. The MSF would
also have to provide public notice of the proposed amendments and publish them on its website
at least one business day before holding a public hearing on the amendments.

If the MSF amends an existing agreement, it would have to notify the officers and entities listed
above within one business day of the modification.
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Reporting requirements
By March 15 of each year, the MSF would have to send a report to each member of the
legislature, the governor, the clerk of the House, the secretary of the Senate, and the Senate and
House Fiscal Agencies that describes the activities of the Michigan 360 program. The report
would have to include a list of applicants that received a qualified investment, in addition to
the following information for each investment:
e A description of the associated project.
e The amount and type of qualified investment.
e A description of any installments that have been paid and a description of projected
future installments.
e A description of community engagement in connection with the project.
e The status of the progress of eligible 360 activities.
e A description of all required benchmarks for the eligible 360 activities in accordance
with the written agreement, and the status of those benchmarks.

The MSF would also have to include the activities of the Michigan 360 program in its annual
report.

Critical Industry Program®

The MSF operates the CIP and uses money transferred from the SOAR Fund or other
appropriated money to make qualified investments to qualified businesses for deal-closing,
gap financing, or other economic assistance to create or retain qualified jobs as a result of a
technological shift in product or production’ or make capital investments, or both, as
determined by the MSF board.®

With respect to the Critical Industry Program, a qualified investment means a grant,
loan, or other economic assistance for a project subject to a written agreement with a
qualified business under the CIP. It includes grants, loans, and other economic
assistance for the creation or retention of qualified jobs as a result of a technological
shift in product or production, infrastructure improvements, other capital investments,
the purchase or acquisition of heavy machinery, or other assistance.” Senate Bill 559
would delete the italicized language and instead provide that a qualified investment
includes assistance for the creation or retention of qualified jobs that the MSF
determines are critical to the economic growth and development of the state.

Qualified business means a business located or operating in Michigan or a business
that will locate or operate in Michigan as determined by the MSF board. A qualified
business may include more than one business, as determined by the MSF board.

® For an overview of the Critical Industry Program, see: https.//www.michiganbusiness.org/services/incentives-and-
taxes/cip/.

7 The bill would delete requirements that an eligible job must be created or retained as a result of a technological shift
in product or production. Instead, the MSF would determine whether a job is critical to the economic growth and
development of the state.

8 Senate Bill 559 would specify that the program is operated and implemented by the authorized employees, officers,
and agents of the MSF, which could include employees of the MEDC.

° The term also includes a grant, loan, or other economic assistance for job training opportunities or workforce
development and education.
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Qualified job means a job performed by a Michigan resident whose state income taxes
are withheld by an employer, by an employee leasing company or professional
employer organization on behalf of the employer, or by an individual who is not a
Michigan resident and is employed by a business at a project location that is in
Michigan, as determined and verified by the MSF. (Senate Bill 559 would specify that
qualified jobs must be permanent and full-time jobs. ')

CIP criteria
The following would be added to the list of criteria that the MSF must consider and document
before entering into a written agreement for a qualified investment under the CIP:!!

e Whether the project will catalyze economic growth in Michigan and the community in
which it is located."?

e The amount of any other economic assistance or support provided by the state for the
project.

e The amount of any other economic assistance or support provided by the federal
government for the project, including grants, loans, appropriations, or tax credits.

e The amount of any private funds, investments, or contributions for the project,
including the qualified business’s own investments in the project.

e Whether the qualified jobs associated with the project are at or above the median hourly
wage of the prosperity region in which the project is or will be located. '

e The extent to which the applicant will leverage the local skilled workforce LEO
programs for the development and construction at the project location.

e Whether the proposed project is or will be located in a qualified opportunity zone,'* a
HUBZone,"” or a county, city, village, or township with an unemployment rate
exceeding the average statewide unemployment rate; or, if the project is not or will not
be located in one of those areas, whether the project will be located in a city, county,
village, or township experiencing consistent population growth that has a median
income higher than the statewide median income.

e Whether the proposed project is or will be located in a county, city, village, or township
that is or is projected to be impacted by industry or technological shifts.

e The business’s plan for remediating any environmental contamination that exists for a
certain project.'®

e  Whether the project will result in equitable job growth based on providing training and
advancement opportunities for employees.

10 This provision would also apply to qualified jobs under the SSRP, which requires the consideration of the qualified
jobs to be created or retained for an applicant under that program with a specifically identified end user.

' The current criteria can be found here:
https://www.michiganbusiness.org/48f6cb/globalassets/documents/reports/fact-sheets/critical-industry-program-
guidelines.pdf. One of these criteria, which is also included in the criteria for the SSRP, is whether the project promotes
sustainable development, which SB 559 would define as development that uses natural resources responsibly,
minimizes ecological and environmental impacts, and improves community resilience to natural disasters while
preserving the ability of future generations to meet their own needs.

12 The MSF must currently consider whether the project will catalyze revitalization.

13 See: https://www.michigan.gov/msp/-
/media/Project/Websites/msp/about/Posts.pdf?rev=46168c88d77d4dee9c2e940780f884a7.

14 See: https://michigan.maps.arcgis.com/apps/webappviewer/index.htm1?id=8b1413d59b8d420faaf5217a5ab52851.
15 See: https://maps.certify.sba.gov/hubzone/map#center=44.722800,-103.249700&zoom=4.

16 The MSF must currently consider the level and extent of the contamination.
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Whether the qualified business provides employer-sponsored benefits, including health
care coverage, retirement savings, paid family and medical leave, housing assistance,
and child care.

The extent to which the qualified business engages or is engaged with the community
in which the project is or will be located.

Whether the employees have the right to self-organization; to form, join, or assist labor
organizations; to participate in collective bargaining through representatives of their
own choosing; and to engage in other concerned activities for the purpose of collective
bargaining or other mutual aid or protection.

Whether the qualified business has downsized or permanently laid off workers within
this state within two years of the potential award and, if downsizing or permanent
layoffs occurred, the salary range of the affected employees. The MSF would have to
consider the net job loss or gain and the overall impact on net median income when
determining whether to award a qualified investment.

The extent to which the proposed project will attempt to coordinate with Michigan’s
existing resources and programs, including the following:

o The MichiganWorks! One-Stop Service Center system for hiring, employment,
workforce development, and other similar needs.

o The Michigan High-Speed Internet Office for community infrastructure
investments to expand access to, increase the affordability of, or otherwise
improve high-speed internet services.

o MSHDA for community housing needs and planning, implementation, and
other activities in connection with those needs.

o The State Land Bank Authority and county and local land banks for land
acquisition and other land needs for community investment and planning,
implementation, and other activities in connection with these land needs.

o MDOT for transportation needs and planning, implementation, and other
activities in connection with those needs.

Under the bill, the following criteria would no longer have to be considered:

The level of other public funds, including the appropriation of federal or state funds
and any federal or state tax credits.

The level of any private funds, investments, or contributions into the project, including
the qualified business’s own investments in the project.

Whether and how the project involves the rehabilitation of a historic resource.
Whether and how the project’s proximity to rail and utility will affect its performance
and maximize energy and logistical needs in the community in which it is located and
in Michigan.

The risk of obsolescence of the project, products, and investments in the future.
Whether and how the project addresses food supply challenges.

Any other additional criteria approved by the MSF board that are specific to an
individual project and consistent with the purpose of the Critical Industry Program.

Additionally, instead of the importance of a project for the community in which it is located,
the MSF would have to consider the project’s potential economic impact for that community
and the state.
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A project would have to reasonably satisfy any applicable criteria to be eligible to receive a
qualified investment under the CIP. To make this determination, the MSF would have to make
a holistic evaluation of the applicable criteria to determine if the goals of the CIP will be met.
A project would not have to satisfy all of the criteria to receive an investment.

Written agreements

If the MSF decides to award a qualified investment to a qualified business, it must enter a
written agreement with the business that includes the following, in addition to any other terms
and conditions related to the investment:

e Specific dates and benchmarks for the business to receive the investment, including
any conditions for the disbursement of money in installments.

e Specific terms relating to the required qualified job creation or the retention of qualified
jobs, including measurable outcomes, prorated payments for partial performance, and
clawback or specific repayment provisions for noncompliance.

e Specific penalties for noncompliance, as determined by the MSF.

e A provision that all money subject to a clawback or that is required to be repaid under
a specific repayment provision must be paid within 90 days after notification from the
MSF, and any amounts not paid within that period will be subject to a 1% monthly
penalty, prorated daily.

e A provision that the state may have a security interest to the extent of the investment,
as determined by the MSF board, unless doing so conflicts with any contractual
obligation of the qualified business or with any applicable bankruptcy or insolvency
laws.

e A requirement that the business provide all data necessary for the MSF’s annual
legislative reports.

e A provision authorizing the business to enter into direct agreements with workforce
training providers to meet the qualified investment’s workforce requirements, as the
MSF determines to be appropriate.

e A provision that there are no proceedings pending before any government commission,
board, bureau, or other administrative agency or tribunal to the applicant’s knowledge
that would have a materially adverse effect on the project or the performance of the
applicant’s obligations under the written agreement.

Security interest would mean, as defined in the Uniform Commercial Code, an interest
in personal property or fixtures that secures payment or performance of an obligation.

Senate Bill 559 would additionally require the written agreement to include the total amount
of the qualified investment to be awarded and an audit provision requiring the MSF to verify
that the benchmarks required for the project have been satisfied.

Before entering into an agreement, the MSF would have to submit a copy of the negotiated
terms of the agreement and a written analysis of the criteria considered to the Senate majority
leader, the speaker of the House, and the chairs of the Senate and House appropriations
committees.
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Administrative fee

Senate Bill 559 would require the MSF to retain 5% of the amount of a qualified investment
or other economic assistance awarded to a qualified business for any additional administrative
expenses of the CIP.

Modification requests

Currently, if the MSF receives a request to modify an existing written agreement for an
investment under the CIP, it must provide a copy of the request to each member of the
legislature, the governor, the clerk of the House, the secretary of the Senate, and the Senate and
House Fiscal Agencies within five business days of receiving the request. Senate Bill 559
would instead require the MSF to provide a copy of the request to the Senate majority leader,
the speaker of the House, and the chairs of the Senate and House appropriations committees,
rather than all members of the legislature, and would specify that the copy of the modification
would have to be provided before the MSF amends the written agreement. (If the MSF
approves a modified agreement, a copy of the new agreement must be provided to the officers
and entities listed above within one business day. Senate Bill 559 would provide that the only
legislators required to receive a copy of the modification would be those listed above.)

Annual report
The MSF’s annual report on the CIP would have to include, for each separate qualified

investment, the median annual salary of the qualified jobs created or retained, rather than the
average annual salary.

Michigan Strategic Site Readiness Program'’

The MSF operates the SSRP and uses money transferred from the SOAR Fund or other
appropriated money to provide economic assistance to eligible applicants to create investment-
ready sites to attract and promote investments for eligible activities on or related to strategic
sites and mega-strategic sites. '8

Eligible applicant means an applicant that is one of the following:

e A political subdivision of the state, including a county, city, village, township,
or charter township or an instrumentality of any of those political
subdivisions. "

A local economic development corporation or similar authority.
An owner of the site for which the improvements are proposed that is not its
end user, as long as the end user applies jointly with another applicant.

e An end user, when applicable.

17 For an overview of the Michigan Strategic Site Readiness Program, see:
https://www.michiganbusiness.org/services/incentives-and-taxes/ssrp/.

18 Senate Bill 559 would specify that the program is operated and implemented by the authorized employees,
officers, and agents of the MSF, which could include employees of the MEDC.

19 Senate Bill 559 would allow a land bank to enter into a written agreement with the MSF, if determined to be

necessary.
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With respect to a site that is the subject of a SSRP application, eligible activities mean
land acquisition;?’ site preparation and improvement; infrastructure improvements that
directly benefit the site; demolition, construction, alteration, rehabilitation, or
improvement of buildings on the site; environmental remediation; and architectural,
engineering, surveying, and similar professional fees. Senate Bill 559 would provide
that the term also includes administrative fees for administrative costs incurred by the
MSF related to administering the funding provided under the program, for up to 5% of
the amount of the economic assistance awarded to an eligible applicant.

SSRP criteria
The following would be added to the list of criteria that the MSF must consider and document
before entering into a written agreement for a qualified investment under the SSRP:?!

The potential economic impact of the project to the state.

Whether the project will catalyze economic growth in Michigan and the community in
which it is located.*?

The extent to which the applicant will leverage the local skilled workforce and LEO
programs for the development and construction at the project location.

The business’s plan for remediating any environmental contamination that exists for a
certain project.”

Whether the project is or will be located in a county, city, village, or township that is
or is projected to be impacted by industry or technological shifts.

The strategic economic importance of the project to the community in which it is
located and to Michigan.

Whether financial assistance is needed to secure the project in Michigan.

The degree to which the project is a priority for the local governmental unit or local
economic development corporation in the jurisdiction of which the site is located.

The level of capital investment.

The evidence of the end user’s commitment to the site.

Under the bill, the following criteria would no longer have to be considered:

The importance of the project or eligible activities to the community in which it is
located.

Whether the proposed strategic site or mega-strategic site is incorporated into a
strategic plan of a political subdivision of Michigan.

Whether and how the project converts abandoned public buildings to private use.
Whether and how the project involves the rehabilitation of a historic resource.
Whether and how the project addresses underserved markets of commerce.

Whether and how the project will compete with or affect existing Michigan businesses
within the same industry.

20 Senate Bill 559 would specify that include land holding costs are a part of land acquisition and assembly.
Additionally, subject to MSF approval, local and regional economic development organizations could use money from
the program to acquire real property or interests in real property.

2l The current criteria can be found here:
https://www.michiganbusiness.org/48fd7b/globalassets/documents/reports/fact-sheets/strategic-site-readiness-

program-guidelines.pdf. Different criteria apply for certain sites and for whether an end user for the site has been

identified.

22 The MSF must currently consider whether the project will catalyze revitalization.
23 The MSF must currently consider the level and extent of the contamination.
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e The risk of obsolescence of the project, products, and investments in the future.
e Any other additional criteria approved by the MSF board that are specific to each
individual project and are consistent with the purpose of the program.

A project would have to reasonably satisfy the applicable criteria to be eligible to receive
economic assistance under the SSRP. To make this determination, the MSF would have to
make a holistic evaluation of the applicable criteria to determine if the goals of the SSRP will
be met. A project would not have to satisfy all of the criteria to receive an investment.

There would no longer be separate criteria for certain sites or for whether there is an identified
end user for a project, and all projects would be evaluated under the criteria listed above.

Written agreements

If the MSF decides to provide a grant, loan, or other economic assistance to an eligible
applicant under the program, it must enter into a written agreement with the applicant that
includes the terms and conditions related to the economic assistance.

In addition to the current requirements for the written agreement, Senate Bill 559 would require
the agreement to include the amount of the grant, loan, or other economic assistance to be
awarded and a provision requiring the applicant to provide all necessary data for the MSF to
comply with the act’s reporting requirements.

Before entering into an agreement, the MSF would have to submit a copy of the negotiated
terms of the agreement and a written analysis of the criteria considered to the Senate majority
leader, the speaker of the House, and the chairs of the Senate and House appropriations
committees.

Administrative fee

Senate Bill 559 would require the MSF to retain 5% of the amount of a grant, loan, or other
economic assistance awarded to an eligible applicant for any additional administrative
expenses of the SSRP.

Modification requests

Currently, if the MSF receives a request to modify an existing written agreement for an
investment under the SSRP, it must provide a copy of the request to each member of the
legislature, the governor, the clerk of the House, the secretary of the Senate, and the Senate and
House Fiscal Agencies within five business days of receiving the request. Senate Bill 559
would instead require the MSF to provide a copy of the request to the Senate majority leader,
the speaker of the House, and the chairs of the Senate and House appropriations committees,
rather than all members of the legislature, and would specify that the copy of the modification
would have to be provided before the MSF amends the written agreement. (If the MSF
approves a modified agreement, a copy of the new agreement must be provided to the officers
and entities listed above within one business day. Senate Bill 559 would provide that the only
legislators required to receive a copy of the modification would be those listed above.)

Deleted provisions
The bill would remove a provision that requires the MSF to prepare a mega-strategic site
investment strategy and spending plan in collaboration with an eligible applicant when
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awarding economic assistance under the SSRP for a mega-strategic site with no identified end
user.

It would also remove a provision allowing the MSF to make grants and provide technical
assistance to local economic development corporations through the SSRP to create an
inventory of development-ready sites.

The bill is tie-barred to Senate Bill 562, which means that it cannot go into effect unless SB
562 is also enacted.

MCL 125.2005 et seq.

Senate Bill 562 would amend the Michigan Trust Fund Act to rename the SOAR Fund as the
Make it in Michigan Fund and to dedicate 50% of the money in the fund to the Michigan 360
program.

The Make it in Michigan Fund would be created and operated under the same provisions as the
SOAR Fund, and the same annual reporting requirements would apply. Money in the fund
could only be spent pursuant to an appropriation or legislative transfer for the Critical Industry
Program, the Michigan Strategic Site Readiness Program, or the Michigan 360 program, and
money in the fund would lapse to the general fund at the end of the fiscal year.

The state treasurer could invest money in the Make it in Michigan Fund as follows:

e As part of the common cash of the state, if the money is separately accounted for.

e Inaninvestment for surplus funds authorized under 1855 PA 105, an act that addresses
how surplus funds in the state treasury can be invested.

e In an obligation issued by any state, political subdivision, or instrumentality of the
United States.

e In an obligation issued, assumed, or guaranteed by a solvent entity created or existing
under the laws of the United States or of any state, district, or territory of the United
States that is not in default as to principal or interest.

e In another investment authorized by law.

50% of the money deposited into the fund each fiscal year would be reserved for the Michigan
360 program that would be created by Senate Bill 559.

The bill is tie-barred to Senate Bill 559, which means that it cannot go into effect unless SB
559 is also enacted.

MCL 12.252 and 12.254
BACKGROUND:

Note that a fund named the Make it in Michigan Competitiveness Fund was created in
boilerplate under section 891 of Article 5 of 2023 PA 119, and appropriated $286.8 million
GF/GP to the Department of Technology, Management, and Budget for FY 2023-24. The Make
it in Michigan Competitiveness Fund was created to leverage federal funding opportunities.
The bills would not affect the provisions and restrictions related to the Make it in Michigan
Competitiveness Fund, which include authorization for the State Administrative Board to inter-
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transfer money from the fund to existing line items upon notification to and approval from the
House and Senate appropriations committees.

The bills are similar to House Bills 5104 and 5106 of the current legislative session, which are
a part of a larger package of House bills that propose modifications to the SOAR program.*
The House bills, in addition to other differences regarding reporting requirements and eligible
Michigan 360 activities, would require Michigan 360 awards to be made in connection with a
project receiving funding through the CIP or SSRP and would require the Michigan 360 award
to account for at least 20% of the overall incentive award for a project.

Another package of House bills, HBs 5768 to 5770, also propose changes to the SOAR
program. Instead of requiring a percentage of the money deposited into the Make it in Michigan
Fund to be used for Michigan 360 projects, HBs 5768 to 5770 propose a 50% reduction in the
annual deposit into the fund and the allocation of that money to public transit operations and
to the Housing and Community Development Fund.

FISCAL IMPACT:

Senate Bills 559 and 562 would have significant fiscal implications for local units of
government. Under Senate Bill 562, 50% of the amount deposited from the corporate income
tax (CIT) to the Make it in Michigan Fund (currently the SOAR Fund) would be directed to
the Michigan 360 program. Under Senate Bill 559, the Michigan 360 program could make
qualified investments in qualified applicants, which would include counties, cities, villages,
townships, charter townships, educational institutions, nonprofit corporations and community
advocacy groups, community development financial institutions, local professional or
technical service providers, local economic development corporations, and land bank fast track
authorities.

Under current law, up to $500.0 million from the CIT is earmarked to the SOAR Fund through
FY 2024-25. The amount Michigan 360 would receive in FY 2023-24 and FY 2024-25 with
the CIT earmark to the SOAR Fund still at $500.0 million would depend on the effective date
of the bills and the interpretation of their provisions. If determined to be binding on the earmark
for a given fiscal year, Michigan 360 would receive up to $250.0 million in that fiscal year.

[NOTE: House Bill 5768 would extend the earmark to the Make it in Michigan Fund at a lower
amount, $250.0 million, through FY 2034-35. Assuming CIT revenues allowed for the
maximum earmark distributions, $125.0 million would be dedicated to Michigan 360 annually
beginning in FY 2025-26 through FY 2034-35 if that bill were enacted.]

The bills would increase costs to the Department of Labor and Economic Opportunity and
Michigan Strategic Fund by an indeterminate amount. The amount of any increased costs
would be related to the various additional administrative and new programming costs required
under the bills’ provisions.

24 For a summary of the House bills as reported from the House Economic Development and Small Business
committee, see: https://www.legislature.mi.gov/documents/2023-2024/billanalysis/House/pdf/2023-HILLA-5095-

CEF3143CF.pdf.

House Fiscal Agency SBs 559 (S-5) and 562 (S-3) as passed by the Senate  Page 13 of 14


https://www.legislature.mi.gov/documents/2023-2024/billanalysis/House/pdf/2023-HLA-5095-CF3143CF.pdf
https://www.legislature.mi.gov/documents/2023-2024/billanalysis/House/pdf/2023-HLA-5095-CF3143CF.pdf

Senate Bill 559 would increase costs for LEO and the MSF for additional administrative
responsibilities, including requiring additional reporting requirements concerning the Critical
Industry Program, the Michigan Strategic Site Readiness Program, and the new Michigan 360
program, as well as requiring the MSF Board to consider and document a variety of additional
criteria before entering into written agreements for qualified investments. The bill also directs
LEO to create and operate the new Michigan 360 program. Under the bill’s provisions, the
amount of an award under these three programs will be reduced by 5% to be retained by the
MSF for additional administrative expenses. Any additional costs to the department would be
from any expenses that exceed the 5% amount of funding that would be retained from awards
for these three programs.

Under the provisions of the bill, the state may see an increase in general fund revenues. Current
law requires that all money paid to the MSF for a clawback or specific repayment provision
for a grant, loan, or other economic assistance under the CIP or the SSRP must be deposited
into the SOAR Fund. The bill changes this language to require that this funding must be
deposited into the state general fund, instead of the SOAR Fund. Current law also requires that
any unexpended, unallocated, or unobligated funding remaining in the fund at the end of the
fiscal year must revert to the SOAR Fund. The bill changes this language to require that this
funding must be deposited in the state general fund, instead of the SOAR Fund.

While the Make it in Michigan Fund would generally replace the SOAR Fund and adopt most
of the same provisions, SB 562 would specify certain investment options for money in the
fund. It appears that this would authorize investments that were not otherwise available under
the SOAR Fund. To the extent that it does, it could change the availability of funds for
programming under the CIP, SSRP, and Michigan 360 program or the return on investments.

Legislative Analyst: Holly Kuhn
Fiscal Analysts: Marcus Coffin
Benjamin Gielczyk

m This analysis was prepared by nonpartisan House Fiscal Agency staff for use by House members in their
deliberations and does not constitute an official statement of legislative intent.
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