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T he state of Michigan, Boston private-
equity firm Arctaris Capital Partners 
LLC and veteran area money manager 

Jim Robinson have formed a new fund that 
will provide loans to established Michigan 
companies looking to grow or out-of-state 
companies willing to open operations here.  
 They hope to raise between $150 
million and $200 million for the fund, the 
Michigan Income and Principal-Protected 
Growth Fund LP, by the end of February. 
A first close of $22.5 million, including $4.5 
million from the Michigan Strategic Fund 
of the Michigan Economic Development 
Corp., was held last month. 
 The fund will be held under the umbrella 
partnership Arctaris Michigan Partners LP 
and managed by Jonathan Tower, one  
of Arctaris Capital’s general partners in 
Boston and the managing partner of 
Arctaris Michigan. 
 Arctaris has a small local office managed 
by partner Mike Walsh at New Center 
Stamping Inc. on Milwaukee Street in 
Midtown, a stamping plant for which 
Arctaris arranged funding in 2009.  
 Tower said the new partnership has  
been looking at deals and expects to 
announce two before the end of the year. 
He said one should close in the next month, 
and will involve an out-of-state health care 
provider opening operations in Grand 
Haven and Traverse City as part of a plan  
to grow statewide.  
 The other will be a loan to a 
manufacturer in the Thumb.  
 Tower declined to name the companies 

until paperwork is signed, but expected the 
signings to be a formality.  
 Principals in the fund hope to have 
a second closing of $60 million to $80 
million by the end of December and to 
wrap up things with a third close by the  
end of February.  
 Tower said the fund will make loans 
to 30-35 companies, all of them well 
established and profitable. “The kinds  
of companies banks used to finance  
every day,” he said.  
 Tower said one-third of the deals  
will be in manufacturing, one-third in 
business services and the other third 
“everything else.”  
 “We like manufacturing a lot,” he said, 
surrounded by large and loud stamping 
presses on the factory floor at New 
Center Stamping. “When you look at 

manufacturing deals in Michigan, you find 
strong management teams and skilled labor, 
and not a lot of capital chasing those deals.”  
 He said companies to which the fund 
will lend will have minimum revenue of 
$10 million, a minimum of $1 million in 
EBITDA (earnings before interest, taxes, 
depreciation and amortization) and be 
looking for between $1 million and $20 
million in expansion capital.  
 The loans are structured to be attractive 
to investors for several reasons:  
 • They are repaid over five years, so 
there’s a known timetable for cashing out, 
unlike traditional equity deals.  
 • These deals don’t require having to find 
a buyer for a company before there is an exit 
from a deal.  
 • And investors have a guaranteed return 
of 6 percent for the first three years, then  
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for the next two years they get returns  
that include principal and interest payments 
and a royalty based on increases in revenue 
for the portfolio companies after they got 
their loans.  
 The lure for companies is that there’s no 
pressure to sell the business or cede equity in 
order to provide a return to investors.  
 The fund offers a base interest rate 
comparable to the bank loans they might 
have been seeking, in the 10 percent to 
14 percent range, with royalty payments 
only kicking in if the loan has resulted in 
increased revenue. One concern to owners, 
though, is that the royalty is based on the 
top line, although growth, and adding more 
employees, could result in lower profits, at 
least short term.  

 Robinson, former CEO of Birmingham-
based Munder Capital Management 
and currently chief investment officer on 
an outsourced basis for Southfield-based 
Telemus Capital Partners LLC, said banks 
will be a source of referrals and investors. 
 Because of the latter, there is a formal 
job-creation component to the fund,  
so banks can skirt the Volcker Rule, a 
section of the Dodd-Frank Wall Street 
Reform and Consumer Protection Act  
that restricts banks from investments in 
hedge funds, venture capital funds and 
private equity funds.  
 Robinson is an investor in the fund 
through his own company, Southfield- 
based Robinson Capital Management 
LLC, and will serve on Arctaris Michigan’s 
investment committee.  
 “My role will be a voice at the table for 
the institutional investor looking for a rate 
of return,” he said.  
 Paul Brown, former vice president of 
capital markets at the MEDC, where he 
managed the bulk of the state’s $2 billion 

21st Century Jobs Fund, will be on 
Arctaris Michigan’s advisory board, as will 
Steven Hilfinger, executive vice president 
and COO of the MEDC.  
 Brown will help the fund find and vet 
deals and offer operational advice to the 
fund’s customers.  
 “Our capital markets group’s basic 
approach, now, is to look for gaps in the 
market, and there has been a gap in the 
capital companies need to grow,” Hilfinger 
said. “Companies are having trouble getting 
senior debt from banks, and many of them 
are not big enough to get equity investments 
from private equity companies.  
 “If we can put a small amount of public 
money to work with larger amounts from 
the private markets, we can address that 

gap in Michigan. The goal is to make sure 
companies have different financing options.”  
 Mike Semanco, president and COO 
of Rochester-based Hennessey Capital 
LLC, an asset-based lender, said that while 
he is always in favor of more capital being 
available to grow local companies, he 
wishes Arctaris Michigan would lower its 
minimum EBITDA and revenue targets for 
potential customers. 
 “From clients we see with EBIDTA and 
revenue less than that, there’s a real growth 
need for capital that is not asset specific. 
They’ve reached a certain level in their 
growth cycle where they could truly use 
growth capital, but they can’t get it,” he said.  
 “It’s an interesting model,” said W. David 
Tull, chairman and COO of Troy-based 
w, another asset-based lender, of Arctaris 
Michigan. “There is certainly a segment of 
the market where these kinds of funds can 
be employed.” 
 But he said Arctaris Michigan will face a 
competitive landscape. He said Crestmark 
and Hennessey are direct competitors, and 

that while traditional bank lending may still 
be harder to get than it was pre-recession, 
banks have been expanding their asset-based 
lending operations.  
 “There is a very competitive landscape 
for what they are trying to do,” Tull said. 
“Lending $3 million to $5 million at 10-14 
percent? Crestmark will do that all day long, 
without any need for the added royalty.” 

FUND FACTS
Michigan Income and Principal-
Protected Growth Fund LP:

•  Created by: Arctaris Capital 
Partners LLC, money manager Jim 
Robinson and the state of Michigan 
under the umbrella partnership 
Arctaris Michigan Partners LP

•  Run by: Managing General Partner 
Jonathan Tower, from Arctaris 
Capital’s Boston office

•  Local partners: Mike Walsh, Detroit; 
Robinson, Southfield

• Raised: $22.5 million so far

Investors in the initial round include: 

•  $4.5 million from the Michigan 
Strategic Fund of the Michigan 
Economic Development Corp. The 
money comes from a federal grant 
of $79.5 million the state received 
from the U.S. Treasury as part of 
the $1.5 billion State Small Business 
Credit Initiative, created as part of 
the federal Small Business Jobs Act 
of 2010.

• Three unidentified family foundations 

•  $5 million from Jim Robinson’s 
Robinson Capital Management 
LLC, Southfield — $3.5 million from 
the Robinson Income & Principal 
Preservation Fund and $1.5 million 
from Robinson Growth & Income 
Fund

“We like manufacturing a lot,” he said, surrounded 
by large and loud stamping presses on the factory 
floor at New Center Stamping. “When you look at 
manufacturing deals in Michigan, you find strong 
management teams and skilled labor, and not a lot 
of capital chasing those deals.” 

continued from page 1


