STATE OF MICHIGAN
JUN 29 1006
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION
LI

SLEyive COLIMISSION
Inthe matter of the applicationof Mgor Cas=No.
PipeineLLC, for authority to construct and

operate the Sawdust Pipelinein Corwith
Township, Otsego County, Michigan. - 1 4 93 8

APPLICATION

Magor PipelineLLC, ("Applicant™) respectfully representsto the Michigan Public Service
Commission (""Commisson™) asfollows:

1 ApplicantisaMichigan limited liability company with an officelocated at 25 Ionia
Avenue, SW., Suite 210, Grand Rapids, Michigan 49503-4179. Applicanthasprevioudy installed
and currently operates numerous pipelines for the transportation of natura gas in the state of
Michigan among others.

2. Pursuant to 1929 PA 9, Section 9, as amended, Applicant is seeking Commission
gpprova for the constructionand operation of a natural gas pipelineinthe state of Michigan. This
pipeline, hereinafter referred to as the Sawdust Pipeling, is a 4%-inch OD. sted pipeline,
approximately 5.95 milesin total length. The proposed Sawdust Pipelineoriginatesat Schmude Oil
Company Song Of TheMorning Ranch projectintheNW/4 of theNE/4 of Section 19, T32N, R1W,
Corwith Township, Otsego County, Michigan. Fromthe CPF, the Sawdust Pipdinewill proceedin
agenerdly northerly directionaong theexistingdriveway into the Song Of TheMorning Ranchin

Sections18and 19, until it intersectswith Sturgeon Valley Road. The proposedpipdinewill follow



Sturgeon Valey Road west gpproximately 5.35 milesto thepoint of endingintheNW/4 of Section
29 of Corwith Township, T32N, R2W, At that point the Sawdust Pipeline will connect with the
Green Timbers Pipeline, also owned and operated by Mgor Pipeline LLC. Exhibit A, attached
hereto and made a part hereof, isa map showing the genera location of the Sawdust Pipeline.

3. Explorationand development activitiesfor hydrocarbon productioninthe areato be
served by the Sawdust Pipelineisin process. At present Applicant believesthat pproximately 520
Mcf/d will be initially ddlivered and, dependent upon the successof prudent operationsand other
factors, ultimately volumesnear or in excessof 1,100 Mcf/d may bedelivered. Applicantestimates
that the Sawdust Pipelinewill trangport at least 5.475 Bcf over the next 20 years.

4, The purpose of ingtalling and operatingthe Sawdust Pipelineisfor transporting gasto
market. Magor Pipeline LLC and Schrnude Oil Company are parties to a Long Term Gas
Transportation Agreement dated June 20,2006 (Agreement) attached hereto as Exhibit B.

5. Theproposed routeof the Sawdust Pipelinewill traverseboth privatelandand public
road Right of way. Applicant hasacquired dl privaterights-of-way.

6. Exhibit C, attached hereto and made a part hereof, details the genera pipe and
engineering specificationsand the dimensionsand characteristics of the Sawdust Pipdine.

7. Exhibit D, attached hereto and made a part hereof ,detail sthe Applicant’s estimateof
the coststo install the Sawdust Pipelineand related facilities.

8. Exhibit E, attached hereto and madea part hereof, detail san estimateof thevolumes
of gasto be transported along with the operating expenses and revenuefor the proposed Sawdust

Pipdinefor the next five years.



9. Exhibit F, attached hereto and mede a part hereof, is Applicant's Environmenta
Impact Report. Applicantrepresentsthat theinstalation and operation of the Sawdust Fipelinewill
not result in significant degradation of environmenta quality.

10.  Applicant's operationand maintenance proceduresfor the Sawdust Pipeine will be
the same as dready on file with the Commisson for the other pipelines which Applicant has
installed and currently operatesin the state of Michigan.

11, Applicant represents that it will construct and operate the Sawdust Pipeline in
accordance with the requirementsof the Michigan Gas Safety Standardsand al other applicable
federal, sate and loca laws, rules and regulations.

12, Theproposed Sawdust Pipelinewill, when constructed and in operation, servethe
convenienceand necessitiesof the public.

WHEREFORE, A pplicant respectfully requeststhat the Commission:

A. Find and determine that Applicant's proposed Sawdust Pipdineand rd atedfacilities
will serve the public convenience and necessity and that the Commission issue to Applicant the
appropriate Certificateof Public Convenienceand Necessity authorizing Applicanttoconstruct and
operate the proposed Sawdust Fipeline.

B. Approvetherouteof the proposed Sawdust Pipelineand the map showing theroute,
subject, however, to such changes in location as Applicant may find necessary upon actud
construction.

C. Approve the type of construction for the proposed Sawdust Pipdline and related

facilities.



D Approvethetransportation rates for the Sawdust Pipeline of $0.721/Mcf.
E. Find that the publicinterest will beadequatedly protected without thetimeand expense
involved in a public hearing because Applicant has acquired dl privaterights-of-way.

F Grant Applicant such other gpprovals, authorizationsand relief asmay belawful and

proper.
Respectfully submitted,
MAJOR PIPEL

Dated: C-AT-06 By: % Y —

urt Rushmore, Vice President



STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the applicationof Mgjor
Pipeline LLC, for authority to construct and
operatethe Sawdust Pipelinein Corwith
Township, Otsego County, Michigan.

VERIFICATION

STATE OF MICHIGAN )
COUNTY OF KENT )

Kurt Rushmore, being first duly swom, deposesand saysthat he isthe Vice President of Mgjor
Pipeline LLC, the Applicant herein; that he is authorized to and has executed the foregoing
Application; that he hasread the sameand knowsthe contentsthereof; and that thesame aretrueto

the best of hisknowledgeand belief.

ROBIN M. KOBEL

Notary léublic, S%a(t_)e of Michigan
: ounty of Ottawa
Subscribed and swom to beforeme My Commission ExPirzi Feb. 10.2012

q ' Co
thisikst%y of June, 2006. Acting in the Gourty of -

Robin M. Kobel, Notary Public

Ottawa County, Michigan

Actingin: Kent County, Michigan

My Commission Expires. February 10,2012




Exhibit A

Sawdus Pipeline
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FExhibit B
Sawdust Pipeline

Transportation
Agreement

The Following 3 pages of thisMPS3C Act 9
Certification Filing represent Exhibit B.

These 3 pages arethe applicableamendment to the existing L ong
Term Trangportation Agreement between Schmude Oil Company and
Major PipeineLLC. Theentire Agreement can be found as Exhibit B
within case U-14077(Green TimbersPipeline) (Filed March 16,2004)

(Order Approved: April 28,2004)



REVISED
EXHIBIT " A"

ToTheLong Term Gas Transportation Agreement

Dated February 11,2004 Between Schmude Oil, Ine. and Major Pipdine LLC

Point(s) of Receipt
Number Facility / L ocation

1. Maor's Fange At Shipper's CPF
Located In The NE/4, NE/4, NW/4
Of Section 29, Corwith Twp., T32N,
R2W, Otsego County, Michigan.

2. Major's Flange At Shipper's CPF
Located In The NE/4, NW/4 Of
Section 19, Corwith Twp., T32N,
R1W, Otsego County, Michigan.

3. Maor's Point Of Interconnection
With The Green Timbers Pipeline
Located In The NE/4, NW/4 of
Section 29, Corwith Twp., T32N 3.

Approved:
Schmude:
Mgor:

June 20,2006



Approved:
Schmude:
Major:

June 20,2006

REVISED

EXHIBIT " B"

ToTheLong Term Gas Trangportation Agreement
Dated February 11,2004 Between SchmudeQil. Inc. And Maior Pipdine LLC

Number

Point(s) of Ddlivery

Facility / L ocation
Magor's Point Of Interconnection

With  Quicksilver's  Fontinalis
Pipeline Located In The SE/4, SE/4,
NW/4 Of Section 25, Corwith Twp.,
T32N, R3W, Otsego County,
Michigan.

Magor's Point Of Interconnection
With The Green Timbers Pipeine
Located In The NE/M4, NW/4 of
Section 29, Corwith Twp., T32N,
R2W, Otsego County, Michigan.



REVISED
EXHIBIT "C"

ToTheLong Term Trangportation Agreement

Dated February 11,2004 Between SchmudeOil, Inc. _d Major Pipeline, L

MDQ, Transportation Charge And Allowable Routing By Pipeline

1. MDO
Green TimbersPipdine. 5 MMcfd
Sawdust Pipeline: 2.5 MMcfd

2. Applicable Transportation Charge
Green TimbersPipeine:  $0.495 x Volume Of &5 Recelved In The Month
Sawdust Pipeline: $0.721 x Volume Of (@5 Recelved In The Month

3. Allowable Routing

From To
Point(s) Of Receipt Point(s) Of Delivery
Green TimbersPipeine

1&3 1
Sawdust Pipeline

2 2

Approved:
Schrnude:
Mgor:

June 20,2006



Exhibit €

Sawdust Pipdine
PipdineSpecifications

1) DESCRIPTION OF PIPELINE ROUTE

The proposed Sawdust Pipelineoriginates at the Song Of The Morning Ranch CPF
owned and operated by Schrnude Oil Company in the NE/4 of the NW/4 of Section 19,
T32N,R1W, Corwith Township, Otsego County, Michigan. From the CPF, the Sawdust
Pipelinewill proceed in awesterly direction approximately 5.95 milesto an interconnect
with the Green Timbers Pipelinein Corwith 29, T32N,R2W. No portion of the Sawdust
Pipelinewill be constructed withina) an areawithinthe limitsof acity or village; b) a
designated residential or commercia areasuch asa subdivison, business or shopping
center, or community development; or ) the property of aschool, church, hospital, park
or other similar public place.

2) MATERIALSUSED IN CONSTRUCTION

A) PipeGrade API5SL

B) PipeOutsideDiameter 4.5

C) Wadl Thickness 237

D) SpecificMinimumYield 42,000

E) Joint Type ERW

F) Joint Length 40-42 feet

G) Joint Coating Heat shrinkabledeeves
H) Flanged Fittings 600# ANS

1) PipeCoating X-tru coat or smilar

J) Threaded Fittings 3,000#

All valves, flanges, fittings, and other componentsthat will be part of the Sawdust
Pipeinewill havedesign ratingsequa to or greater than required for the maximum
operating conditions. All componentswill be designed and manufacturedin
accordancewith, or exceed, Part 6 of the Michigan Gas Safety Standards.

3 OPERATINGDATA

A) Normal Operating Pressure 200 psg

B) Shut In Pressure 1401 psg

C) Ground Cover 30" minimum
D) Ground Cover at ditches 36" minimum

E) Distancesfrom Other PipelinesCrossed 12" minimum



F) Operating Classfication
G) Paved Road Crossings
H) Unpaved Road Crossings
I) Creek Crossings

J) Rallroad Crossings

ONWEDN

Theinlet pressure of the Sawdust Pipdinewill vary according to the volume of gas
transported, and may reach its maximum allowable operating pressureof 1400 psg.

4) PIPE PRESSURE DESIGN REQUIREMENTS

The pipeline route traversesthrough areas classified as Class2. However, aClass3
design factor was used for cal culating the MAOP of the pipeline:

5) ALLOWABLEOPERATING PRESSURE

The pipeline will be hydrogtaticallytested for eight hours to a minimum pressureof

2,100 psg. Themaximum alowable pressure of the Sawdust Pipelinewould
therefore be limited to 1400 psg, based on this test.

6) ALFE FABRICATION AND JOINING SPECIFICATIONS
W ded joints will conform to the sandards as outlined in the Michigan Gas Safety

Standards. Weders used on the pipdinewill be qualifiedin accordance with AP
Standards 1104. Weldswill be madein accordance with APl Standards1104.

7) TESTING AND INSPECTION OF INSTALLATION

A) Test Medium Water

B) Minimum Test Pressure 2,100 psig

C) Test Duration 8 hours

D) Pressure Charting Method Dead Weights with Chart
E) Wdd Visua Inspection 100%

F) Waed Joint Radiographic Inspection 75%

G) PipeCoating Ingpection 100%



8) CORROSION PROTECTION

The Sawdust Pipeline will be externaly coated. In addition, anodeswill beinstalled
to comply with Part 11 of the Michigan Gas Safety Standards. [nhibitorswill be used

if needed.

9 ROAD CROSSINGS
All road crossingswill be done in compliance with the Michigan Gas Safety

Standards. Permitsfor all road crossings have been applied for as of thisfiling, and
will bereceived from the proper authorities.

100 MAPS AND RECORDS

Maps and recordsof the exact location of the pipeine, and other detailsof the
construction, will be availableto the Commisson.



ExhibitD

Sawdust Pipdine

Cost Estimate
H pe, Fittings & Materials $212,100
Installation $219,900
Borings & Crossings $ 28,000
R-O-W Acquisition $ 17,300
Permit Acquigtion $ 7,000
Engineering £ Survey $ 12,100
Cathodic Protection Sysem $ 5,400
Construction Inspection $ 10,000
Legal $ 2,000
Radiogr aphic Inspection $ 8,000
Interconnect $ 4,500
Supervision & Administration $ 26,300

TOTAL $552,600



Exhibit &

Sawdust Pipeline
5 Year Estimated EBITDA

Gross Annual
Daily Trangport Anual Operating

Year Elow Rate Revenue Expenses EBITDA
1 480 $0.721 126,319 18,000 (444,281)
2 576 $0.721 151,583 18,270 (310,968)
3 691 $0.721 181,847 18,544 (147,665)
4 829 $0.721 218,164 18,822 51,677

5 995 $0.721 261,849 19,105 242,744

Notes:
a) Gross Anual Revenues assume 365 operating days per calendar year.
b) Annual Expensesdo not indude Debt Service, Depreciation, Interest, Amortization or
Taxes.

) Debt Serviceisgener al reflected in the EBITDA



EXHIBIT F

Sawdust Pipeline

Environmental Assessment

l. Description of Proposed Pipeline Route:

The right-of-way of the proposed Sawdust Pipdine lies within Corwith Township of
Otsego County. The beginning point is a the Central Production Facility owned and
operated by Schmude Oil Company in the NE/4 of the NW/4 of Section 19, T32N R1W,
Corwith Township, Otsego County, Michigan. The natural gas pipdine will travel in a
northerly direction approximately 0.4 miles. It will then take a generally westerly turn and
travel 5.55 milesto a point of ending in the southwest quarter of Section 29, T32N R2W,
Corwith Township. At that point, the Sawdust Pipeline will be connected to the Green
Timbers Pipeline.  The right-of-way clearing required for the Sawdust Pipdine is
approximatedat |essthan 20%, when utilizing the existing road rights-of-way.

IL. Land Use and Features:

Theland use in the immediatevicinity of the proposed pipeline encompassesthe following
woodland percentagesthroughout the proposed 5.95 mile length:

Hardwoods 35%
Mixed Poplars 36%
Second Growth Pine Stands 4%
Non-wooded Farmland 0%
Non-wooded Developed Land 4%
Cedars 21%

However, by using existing corridors where possible, the selected route will require only
partia right-of-way clearing along 96% +/- of its length. The house count within 660” of
the selected route indicatesa ClassII area. No schools, churches, cemeteries, or buildings
intended for human occupancy of 20 or more, are in the vicinity of the proposed pipeline
route.



I1I. Soils:

According to the United States Soil Conservation Service the following 7 types of soil are
encountered in the generd area of the proposed pipeline.

Leelanau L oamy Sand 44.4%
Lindquist Sand 24.7%
Rubicon Sand 16.9%
Morganlake Loamy Sand 6.1%
Croswdl = Au Gres Sands 4.7%
Blue Lake Sand 3.0%
Tawas — Leafriver Mucks 0.2%

IV.  Speciesand Ecosystems.

Numerous anima species common to Michigan's Northern Lower Peninsula may inhabit
or utilizethe areain the vicinity of the Sawdust Pipdine. Wild animal speciesin the area
include deer, squirrds, rabbits, turkeys and raccoonsas wel asa variety of various birds.
Because of the high mortaity of seedlings and grassesin the soils encountered dueto its
high permeability and low organic content, the potential for wildlifeis somewhat poor. No
threatened or endangered species are anticipated within the immediate vicinity of the
pipelineduein part to the lands being previoudy cleared.

The trees dong the proposed route are varied and include jack pine, red pine, poplar and
hardwoods. The pine trees are second growth or planted. The area has been extensively
lumbered in the padt.

V. Congtruction ActivitiesEffect on Environment:

A) Lad

The principa actions impacting the environment will consst of minor
clearing of brush and trees aong the proposed route. The construction of
this pipeline will involve clearing a right-of-way approximately 30 feet in
width, where required. The pipeline will be trenched in place with the
excavated materials replaced after construction so that after settlement, the
surface will be nearly the same grade as it vas originally. Care has been
taken to route this pipdine o that it lies predominantly within cleared land
or adjacent to exigting right-of-ways and roads. Some tree remova is
inevitable. Approximately 3.61 acres of wooded land will be cleared for
thisright-of-way, over theentireroute.



B) Speciesand Ecosystems

Temporary displacement of wildlife from the pipeline vicinity will occur
during congtruction activities. However, once construction is completed,
theseanimalsand birds will returnto their habitat.

C) Human and Economic

The overall Sawdust Pipdline Project is expected to last approximately 35-
42 days. Consequently, the local areawill not benefit from any significant
long term increase in employment. However, local retall trade and motels
will redlize a short term benefit from the business associated with the
congtruction of the Sawdust Pipeline.  Congruction will be limited to
daylight hours o that the residents along county roads will be affected as
little as possible by noiseand dust associated with constructionactivity.

D) Air and Water

VI.

Under normal operating conditions, the pipelinewill have no impact on the
water or air qudity. Because the naturd gas trangported is predominantly
methane, with carbon dioxide up to 10% (neither of which is considered a
serious pollutant) the vented gas, if any a all, would not have any
significant effect on the atmosphere or personsin thearea

Congtruction activity will inevitably create dust and combustion products.
However, the leve of these contaminantswill not pose any health problems
and will be short in duration. Furthermore, the pipeline is in a non-
populated area. Erosion and sedimentation control will minimize dust
formation.

The impact on water quality will be limited to increased turbidity due to
airborne dust during the actua construction phase. Overdl impact on the
air quality will be pogitive, as this pipelineis designed to deliver additional
clean burning natural gas for fuel, as compared to the combustion of other
fossi| fuelsinthe commercia and residential marketplace.

Measuresto Minimize Negative Environmental Effects:

Noise from construction activities will be limited to daylight hours. In compliance
with Michigan's Soil Erosion and Sedimentation Control Act, PA. 347 of 1972,
the pipelinewill be stabilized after completion of construction and revegetated with
grassesto minimizeerosion potential. Areas with high dopes, i.e. greater than 6%,
will be completed or protected immediately after construction. Specific seed
varieties selected will depend on the soil and terrain characteristics, and the
recommendation of thelocal governingauthority. Dust will be reduced by keeping
open cuts and extensive open lengthsto a minimum.



Coordination of congtruction activitieswith affected utilitieswill be done and Miss
Dig will be notified prior to any construction.

VIl. Evauation of Alternatives:

The following are the 3 options which would enable gasto be transported from the
CPF to the Sawdust Pipdine:

A) Use existing cleared corridors to grestly restrict clearing and brushing of
areas thereby reducing the erosion from construction trafficand decreasing
the disturbanceof existingwildlife.

B) Clear and maintain a permanent utility corridor for thispipeine by heading
southwesterly at a heading of 260 degrees from the CPF located in Section
19, thereby shortening the length of the pipdine. By choosing this
approach, the ingtallation of the pipeline would maximize the amount of
clearing, brushing and erosion from construction traffic, and maximize short
term disturbance of exigting wildlife.

Magor Pipeline L.L.C. has chosen Option A in an effort to reduce all negative
environmenta effectsassociated with the installation of this pipeline.

VIIl. Concluson:

Maor Pipeline L.L.C. concludes that this proposed route, known as the Sawdust
Pipelineoffersthe best meansto transport natural gas to market.
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