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PRIVATE PLACEMENT MEMORANDUM 

 

MICHIGAN EXPRESS PIPELINE HOLDINGS, LLC 
A DELAWARE LIMITED LIABILITY COMPANY 

______________________ 

Maximum Offering: $47,000,000 

Tranche One: Escrow Deposit Finance Offering: $2,000,000 
All or None for a minimum of $1,500,000 (“T1 Minimum Amount”), and  

Best Efforts up to $2,000,000 (“T1 Maximum Amount”) (All Subject to Co-Investment Escrow Terms) 

40 Class A Units @$50,000 per Class A Unit 

Tranche Two: Minimum Offering: $28,000,000 
All or None (Subject to Co-Investment Escrow Terms) 

560 Class B Units @ $50,000 per Class B Unit 

Tranche Three: Best Efforts: Up to $17,000,000 
340 Class B Units @ $50,000 per Class B Unit  

 
This Confidential Private Placement Memorandum (“Memorandum”) relates to an offering of limited liability 

company membership units (“Membership Interests” or “Units”) in Michigan Express Pipeline Holdings, LLC, a 

newly formed Delaware limited liability company (the “Company,” “we,” “our,” or “LLC”). The Company will invest 

all, or substantially all, of the proceeds from this offering (the “Offering”) to fund the acquisition of a 235 mile-8” 

steel natural gas liquids (“NGL”) pipeline, which is located in the lower Michigan peninsula (the “Pipeline”), and to 

fund the Pipeline Project (defined below).  

 

The Company will use Michigan Express Pipeline, LLC, a recently formed Delaware limited liability company and 

wholly owned subsidiary of the Company (the “Subsidiary” or “Pipeline, LLC”), to invest in the Pipeline. The 

Company will capitalize the Subsidiary with the proceeds from the Offering, which will use such proceeds to acquire, 

own, and operate the Pipeline. While the Company and the Subsidiary are separate and distinct legal entities, all 

references to the Company or the LLC in this Memorandum include the Company and the Subsidiary, unless the 

context otherwise requires. The Company and all related activities will be managed by Silver Wolf Midstream, LLC, 

a newly formed Delaware limited liability company (“Silver Wolf”). Silver Wolf is wholly owned by Silver Wolf 

Midstream Holdings, LLC, a newly formed Delaware limited liability company (“Silver Wolf Holdings”), which itself 

is wholly owned by Mr. Niel M. Rootare of Dallas, Texas. Mr. Rootare through his controlling ownership of Silver 

Wolf Holdings will control all of Silver Wolf’s activities and operations.  

 

The Company is offering up to 940 Units, including Class A Units (the “Class A Unit(s)”) and Class B Units (the 

“Class B Unit(s)”) of the Company at an offering price of $50,000 per Unit for a total of $47,000,000 in capitalization. 

The Offering will use three tranches: (1) Tranche One: Escrow Deposit Finance Offering: a minimum of $1,500,000 

(“T1 Minimum Amount”) and a maximum of $2,000,000 (“T1 Maximum Amount”)(All or None, Subject to Co-

Investment Escrow Terms with respect to first $1,500,000 and best efforts with respect to the remaining $500,000 up 

to the T1 Maximum Amount), 40 Class A Units @ $50,000 per Class Unit; (“Tranche One” or “Tranche One 

Offering”); (2) Tranche Two: Minimum Offering: $28,000,000 (the “Minimum Offering” or “Minimum Offering 

Amount”); (All or None, Subject to Co-Investment Escrow Terms), 560 Class B Units @ $50,000 per Class B Unit 

(“Tranche Two” or “Tranche Two Offering”); and (3) Tranche Three: Best Efforts: Up to $17,000,000 (the “Maximum 

Offering” or “Maximum Offering Amount”), 340 Class B Units @ $50,000 per Class B Unit (the “Tranche Three” or 

“Tranche Three Offering”). The net proceeds of the Offering (“Net Proceeds”) will be used by the Company to 

capitalize the Subsidiary in order to purchase the Pipeline. The Subsidiary will perform necessary retrofitting and 

improvements to dedicate the Pipeline for exclusive use to transport propane from the Pipeline’s initiating terminal 

located in Marysville, Michigan to three Company terminals, with the first two converted “Phase One” terminals 

located in Nelson and Kalkaska, Michigan, and a third newly constructed “Phase Two” terminal located in Farwell, 

Michigan. Each terminal will be equipped with above ground propane transfer tanks (approximately 90,000 gallons 

each) to provide the necessary quantities for delivery to our customers’ commercial tanker trucks. In addition, the 

Company plans to construct three pump stations strategically located along the Pipeline (collectively, the Pipeline and 

all related facilities are referred to as the “Pipeline Project”). If necessary, the Company may establish one or more 

subsidiaries, intermediary entities, or special purpose vehicles (each a “SPV”) to acquire, build, own, and operate 
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certain facilities related to the Pipeline. Notwithstanding anything to the contrary in this Memorandum, the Company 

may use proceeds from this Offering to invest in the Pipeline Project, directly or indirectly, through one or more SPVs. 

The Company’s business model exclusively involves the transportation of propane without any ownership of the 

propane commodity, or any exposure to the price volatility of the underlying commodity product. The Company will 

charge a FERC-filed (defined below) tariff rate price per gallon charge for the transportation and storage of the third-

party owned propane.   

 

Tranche One Offering 

The Tranche One Offering of Class A Units involves the most at-risk investment because the Company will accept 

and spend all net proceeds of Tranche One on the escrow deposit for the Pipeline acquisition, along with other pre-

purchase expenses, including certain costs of this Offering. The Tranche One net proceeds will be expended during 

the offering of Tranche Two and Tranche Three, and if the Minimum Offering is not achieved and the Company’s 

acquisition of the Pipeline fails, then the Class A Members (defined below) would lose their entire investment, without 

recourse or satisfaction.  

 

Tranche Two and Three Offerings 

The Company has full discretion to terminate the Offering after the Minimum Offering is achieved and not offer 

Tranche Three, with the Company requiring and securing third party financing (either debt or equity) for the remainder 

of the projected Pipeline project budget. The Minimum Offering is estimated to provide the Company with sufficient 

funds to purchase the Pipeline and make certain necessary improvements, and to provide the Company the opportunity 

to seek additional funding outside of the Offering for the remainder of the projected Pipeline project budget through 

third-party debt or industry joint venture equity financing from third-party sources, including but not limited to banks, 

state tax credits and rebates, or other private equity sources.   

 

This Memorandum, dated August 18, 2020, is being delivered to potential investors in the Offering. The matters 

discussed in this Memorandum should be considered in light of certain risk factors relating to the Offering. See “Risk 

Factors.” The Units are being offered until the earlier of (i) the Maximum Offering Amount is sold; (ii) December 

31, 2020, which date we may extend up to June 30, 2021 without notice; or (iii) the Company terminates the Offering 

at an earlier date in its sole discretion (the “Offering Termination Date”). The purchase price for the Units is payable 

in full with the delivery of the purchaser’s subscription agreement (the “Subscription Agreement”).   

 

Escrow Account and Co-Investment Escrow Terms: All subscription payments received for Units for the T1 Offering 

of 40 Class A Units and for the T2 Offering of the Minimum Offering of 560 Class B Units will be held in the Escrow 

Account, which is a non-interest-bearing escrow account maintained with the Escrow Agent, who is Sutter Securities 

Clearing, LLC, a California limited liability company, FINRA member, and an affiliate of Boustead Securities, LLC, 

the Managing Broker-Dealer. Investors are instructed to deliver to the Escrow Agent checks made payable to the order 

of “Sutter Securities Clearing as Agent for the Investors in Michigan Express Pipeline Holdings, LLC,” or wire transfer 

to Sutter Securities Clearing, 6 Venture, Suite 395, Irvine, CA 92618, c/o Pacific Mercantile Bank, ABA No. 

122242869, Account Name “Sutter Securities Clearing as Agent for the Investors in Michigan Express Pipeline 

Holdings, LLC,” Account No. 45457648, in each case, with the name and address of the individual or entity making 

payment. If at least $1,500,000 of the T1 Offering is not subscribed by the Offering Termination Date, the Offering 

will be terminated, and all amounts held in the Escrow Account will be promptly returned to the subscribers. If there 

is a T1 Minimum Closing, then the Escrow Agent will release the T1 Funds to the Company, and the Offering will 

continue with the T1 offering up to the T1 Maximum of $2,000,000 with a series of closings with the release of T1 

funds released to the Company. Upon a successful T1 Maximum Closing, the Offering will continue with the T2 

Offering of Class B Units and all T2 subscription payments will be deposited into the Escrow Account pending a 

successful T2 Minimum Offering. If the T2 Minimum Offering is not subscribed by the Offering Termination Date, 

the Offering will be terminated, and all amounts held in the Escrow Account will be promptly returned to the 

subscribers. If the T2 Closing occurs, then the Escrow Agent will release the T2 Funds to the Company. If the T2 

Closing occurs prior to the Offering Termination Date, the Offering will continue with the T3 Offering on a best efforts 

basis, with all T3 Funds being released to the Company through a series of closings on a per subscription basis without 

any escrow restrictions. The Company will pay to the Escrow Agent a fee equal to 0.50% of the Total Sales plus 

certain expenses. 

 

Notwithstanding anything to the contrary, the terms of the Escrow Account will include provisions that permit the 

Escrow Agent to release the T1 Funds and T2 Funds upon the condition that the Company has received JV  investments 

from JV Co-Investors formed with Silver Wolf and certain institutional and family office investors, or possibly foreign 

investors, who commit investment funds through the separate co-investment entity on a JV basis to co-own the 

Subsidiary with the Company, with such co-investment funds to be credited toward the Escrow Agreement 

requirements for a T1 Closing and/or T2 Closing. The terms, including the upfront selling commission, of these 
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parallel JV Co-Investment offerings are subject to negotiation on a JV Co-Investor to a JV Co-Investor basis as the 

required minimum amount of co-investment is $5,000,000. More often than not, large institutional investors require 

certain negotiated terms for their investment that usually involve lower up-front sales fees and certain back-end 

participation splits.   As a matter of rule, the terms of institutional investments of this nature are confidential and not 

subject to disclosure. All investors in this Offering should be aware and agree that any JV co-ownership of the 

Subsidiary between the Company and the JV Co-Investors would require that the Company’s JV percentage of 

ownership of the Subsidiary will be based on the Net Proceeds of the Offering (which would not credit the Company 

for investor funds paid toward sales commissions and other costs of the Offering). 

 

All investors will be instructed by the Escrow Agent to transfer funds by wire or other electronic funds transfer method 

approved by the Escrow Agent directly to the Escrow Account established for the Offering.  

 

There are no plans to return funds to investors if the Minimum Offering for T1 or T2 is met, but all of the securities 

to be offered are not sold. There will be no material delay in the payment of the proceeds of the Offering by the Escrow 

Agent to the Company.  

 

The Units are being offered by the Company under a managing broker-dealer agreement with Boustead Securities, 

LLC, a California limited liability company (the “Managing Broker-Dealer”), a member in good standing of the 

Financial Industry Regulatory Authority (“FINRA”) and other FINRA broker-dealer members (“BD”) enlisted by the 

Managing Broker-Dealer and through registered investment advisors (“RIAs”) who are registered either with the 

Securities and Exchange Commission (“SEC”) and/or their respective states (collectively the “Selling Group 

Members” or “Selling Group”). The Managing Broker-Dealer will receive selling commissions (the “Selling 

Commissions”) in an amount up to 7.0% of the aggregate purchase price of the Units sold by the Selling Group (such 

aggregate purchase price, the “Total Sales”), which it will reallocate to the Selling Group Members. Also, certain 

Investors may acquire their Units net or partially net of Selling Commissions. The Managing Broker-Dealer will also 

receive a non-accountable marketing and due diligence allowance of up to 1.5% of the Total Sales (the “DD Fee”), 

which it will reallocate among the Selling Group Members. The Managing Broker-Dealer will receive a managing 

broker-dealer fee equal to 1.5% of Total Sales (the “Managing Broker-Dealer Fee” or “MBD Fee”). As additional 

compensation, in the event the Maximum Offering Amount is received on or before December 31, 2020, the Managing 

Broker-Dealer shall receive an additional fee equal to three percent (3%) of the Michigan Express Pipeline Holdings, 

LLC profit interests received by Silver Wolf Midstream, LLC or its affiliates.  

 

On a limited basis affiliates and employees of Silver Wolf will also sell Units in the Offering. The affiliates and 

employees of Silver Wolf who will offer the Units will be relying on the safe harbor in Rule 3a4-1 of the Securities 

Exchange Act of 1934, as amended, to sell the Units. No sales commission will be paid for shares sold by affiliates 

and employees of Silver Wolf and such affiliates and employees are not subject to a statutory disqualification or 

associated persons of a broker or dealer.   

 

To purchase Units, subscribers must qualify as accredited investors (“Accredited Investors”) as defined under the 

Securities Act of 1933 (the “Securities Act”).  An investment in the Units is only suitable for persons who have no 

need for liquidity in their units and can afford the loss of their investment.  Transfers of the Units will be restricted 

under the Securities Act and the Company Agreement.  See “Risk Factors.” 

 

Neither the SEC nor any state securities commission has approved or disapproved of these securities or 

determined if this memorandum is truthful or complete.  Any representation to the contrary is a criminal 

offense. 

For Additional Information Contact: 

Silver Wolf Midstream, LLC 

800 Capitol St., Suite 2400 

Houston, Texas 77002-2925 

Attn: Niel M. Rootare c/o Mike Blankenship 

Phone: (832) 472-4515 

nmr@silverwolfmidstream.com 

Keith Moore 

Chief Executive Officer 

Boustead Securities LLC 

6 Venture, Suite 395 

Irvine, CA  92618 

(949) 295-1580 

Keith@boustead1828.com 

 

THE DATE OF THIS PRIVATE PLACEMENT MEMORANDUM IS AUGUST 18, 2020. 

               

mailto:nmr@silverwolfmidstream.com
mailto:Keith@boustead1828.com
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The proceeds of this Offering will be applied as described in the table below; however, Silver Wolf has the discretion 

to use the proceeds other than as initially planned.  

Source of Funds Tranche One3 Tranche Two 

Minimum 

Offering3 

Tranche Three  

Up To 

Maximum Offering 

Percentage of 

Proceeds 

Series A Units @ 

$50,000/Unit 

T1 Minimum/All or None 

 

 

$1,500,000 

   

T1 Best Efforts $500,000    

Series B Units @  

$50,000/Unit 

  

$28,000,000 

 

$17,000,000 

 

Total Available Funds: $2,000,000 $30,000,000 $47,000,000     100% 

Application of Funds: 
    

Broker-Dealer Sales 

Commission/Tranche2 

 

$140,000 

 

$1,960,000 

 

$1,190,000 

 

7.0% 

Cumulative Sales: $140,000 $2,100,000 $3,290,000  

Broker-Dealer Non-

accountable Marketing and 

Due Diligence Fee (“DD 

Fee”)/Tranche2 

 

 

$30,000 

 

 

$420,000 

 

 

$255,000 

 

 

1.5% 

Total DD Fee: $30,000 $450,000 $705,000  

Organization and Offering 

Fee (“O&O Fee”)/Tranche1 

 

$40,000 

 

$560,000 

 

$340,000 

 

2.0% 

Total O&O Fee: $40,000 $600,000 $940,000  

Managing Broker-Dealer 

Fee (“MBD Fee”)/Tranche 2 

 

$30,000 

 

$420,000 

 

$255,000 

 

1.5% 

Total MBD Fee: $30,000 $450,000 $705,000  

Wholesaler Fee (Marketing 

services)/Tranche3 

 

$20,000 

 

$280,000 

 

$170,000 

 

1.0% 

Total Wholesaler Fee: $20,000 $300,000 $470,000  

Tranche Net Proceeds: 

Working Capital4 

 

$1,740,000 

 

$24,360,000 

 

$14,790,000 

 

 

 

Net Proceeds Total 

 

$1,740,000 

 

$26,100,000 

 

$40,890,000 

 

87% 
___________________________________________ 

1 O&O Fee.  Silver Wolf has incurred certain expenses as of the date of this Memorandum and will continue to pay 

expenses in connection with the organization of the Company and this Offering. Such initial expenses include legal and accounting 

services, consulting services in connection with the development of the business plan, all offering costs such as securities filings, 

printing costs, costs of investor meetings and travel expenses. Under the terms of Boustead Securities’ Managing Broker Dealer 

and Advisory Services Agreement, Silver Wolf pays a cash advisory fee of $5,000 per month to the MBD and the MBD’s counsel 

fees as incurred not to exceed $10,000. The Company shall pay to Silver Wolf a non-accountable fixed O&O Fee in an amount 

equal to 2.0% of the Capital Contributions for the Units up to $940,000, which amount may be more or less than the actual expenses 

incurred by Silver Wolf on behalf of the Company in the initial organization of the Company and the private placement offering of 

the Units. See “Plan of Distribution.”  

 
2 MBD Fee.  The Managing Broker-Dealer is entitled to the following compensation under the Managing Broker-Dealer 

Agreement: 

• A cash advisory fee of $5,000 per month payable upon the first business day of each month. 

• A selling commission of seven percent (7.0%) of the Units sold by in the Offering, or Total Sales, which it may re-allow 

in whole or in part to the members of the Selling Group.  

• A Managing Broker-Dealer fee of one and one-half percent (1.5%) of the Total Sales.  

• A marketing and due diligence fee of one and one-half percent (1.5%) of the Total Sales.  

• A Wholesaler Fee of one percent (1.0%), all or a portion of which may be re-allowed to a Selling Group member. 
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• In the event the Maximum Offering Amount is received on or before December 31, 2020, the Managing Broker-Dealer 

shall receive an additional fee equal to three percent (3%) of the Michigan Express Pipeline Holdings, LLC profit interests 

received by Silver Wolf Midstream, LLC or its affiliates.  

 

In addition, the Managing Broker-Dealer is entitled to be reimbursed up to $10,000 for the fees and expenses of its legal counsel 

and without a cap on third-party due diligence fees as the same are incurred by the Managing Broker-Dealer. See “Plan of 

Distribution.” 

 
3 Wholesaler Fee.  The Managing Broker-Dealer plans to use the services of a third-party wholesaler, who is registered 

with a FINRA member broker-dealer, to help market and place the Units through the Selling Group, and the Managing Broker-

Dealer may pay to the third-party wholesaler a fee (“Wholesaler Fee”) in a non-accountable amount equal to 1.0% of the Total 

Sales for the Units, up to $470,000. See “Plan of Distribution.” 

 

4 Investor Funds available for Company to develop and implement its business plans. If only Tranche One is successful, 

then the Company will not succeed in its plans. If only the Minimum Offering is achieved, then the Company will have limited 

capital to successfully achieve its entire business plans and goals.  

 

We may also enter into agreements with registered investment advisers, under which they may recommend this investment to their 

customers. The Units also may be offered through Silver Wolf and its management (officers and directors) of the Company, who 

will receive no sales commission or due diligence fees in connection with sales made through them. We may accept subscriptions 

net of all or part of the sales commission and/or due diligence fees from certain subscribers, including subscribers who 

subscribe through registered investment advisers. Under such net purchases, the net price excluding the Sales Commission 

would be $46,500 per Unit and the net price excluding the Sales Commission and DD Fee would be $45,750 per Unit. 

Generally, the $46,500 per Unit price would be for sales through RIAs who are associated with a selling group broker dealer 

and the $45,750 per Unit price would be for direct sales made by Silver Wolf and its management (officers and directors) 

or through RIAs who are not affiliated with a selling group broker dealer. See “Subscription Agreement,” Exhibit B. See 

“Plan of Distribution.” 

 
The Escrow Agreement will provide for the T1 Closing to be achieved upon the sale of 40 Units, and the T2 Closing to be achieved upon 

the sale of 560 Units, regardless of the total invested capital. In addition, the co-investment provisions discussed above will apply to the 

Escrow terms. 

 

We reserve the right to change the allocations of proceeds within these categories, or to make other modifications in our business plan as 

we determine is in the best interest of the Company.   

 

If the Tranche One Minimum Offering is not successfully subscribed, then we will terminate at the Offering 

Termination Date and subscription funds will be promptly returned to subscribers, without interest. If the Tranche 

Two Offering is not subscribed for the Minimum Offering, we will terminate at the Offering Termination Date and 

the Tranche Two subscription funds will be promptly returned to subscribers, without interest. We and our affiliates, 

however, have the right to subscribe for the purchase of Units on the same terms offered hereby and may, in our sole 

discretion, do so to cause the Offering to meet the Minimum Offering. If Units are purchased by us or our affiliates, 

the purchase will be for the purpose of investment and not with the view to resell. 
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NOTICES TO INVESTORS 
 

The Memorandum has been prepared solely for evaluating an investment in Units in the Company.  It includes 

statements, estimates and forecasts about the Company’s anticipated activities and performance. Actual 

performance may differ materially from anticipated results due to economic conditions and other risks, 

uncertainties and circumstances partly or totally outside the Company’s control. See “Risk Factors.” None of 

the information in this Memorandum should be construed as financial, legal, tax or investment advice or as a 

guaranty about the economic return that may result from ownership of Units. Delivery of the Memorandum 

does not imply that the information it contains is unchanged after its issuance date. Prospective purchasers 

should read this Memorandum and all exhibits to this Memorandum carefully and should consult with their 

attorneys or business advisors. 

 

This Memorandum is delivered to the person named on the top of the cover page. It constitutes an offer only 

to that person. It does not constitute an offer or solicitation to anyone in any state or other jurisdiction where 

an offer or solicitation of Units is unauthorized or not permitted pursuant to prevailing laws. The minimum 

subscription is one Unit, unless waived by Silver Wolf. The Offering will terminate when subscriptions for all 

of the offered Units have been accepted by Silver Wolf on behalf of the Company or December 31, 2020, which 

date we may extend up to June 30, 2021 without notice, whichever occurs first, subject to earlier termination 

by Silver Wolf in its sole discretion. See “Terms of the Offering.” 

 

This Memorandum is being furnished to you on a confidential basis so that you may evaluate an investment in 

Units in the Company. This Memorandum may not be reproduced or provided to others without the prior 

written consent of Silver Wolf. By accepting delivery of this Memorandum, you agree to the foregoing and to 

return this Memorandum at the request of the Company.  

 

THE OFFERING OF UNITS HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OR ANY 

STATE SECURITIES LAWS. THE UNITS ARE BEING OFFERED IN RELIANCE ON THE EXEMPTION 

FROM REGISTRATION PROVIDED BY RULE 506(C) OF REGULATION D UNDER THE SECURITIES 

ACT FOR TRANSACTIONS NOT INVOLVING A PUBLIC OFFERING AND IN RELIANCE ON SIMILAR 

EXEMPTIONS UNDER STATE SECURITIES LAWS. THE UNITS ARE SUBJECT TO RESTRICTIONS 

ON TRANSFERABILITY AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED 

UNDER THE SECURITIES ACT, APPLICABLE STATE SECURITIES LAWS AND THE COMPANY’S 

OPERATING AGREEMENT IN THE FORM HERETO AS EXHIBIT A. INVESTORS WILL BE 

REQUIRED TO BEAR THE FINANCIAL RISKS OF THE INVESTMENT FOR AN INDEFINITE PERIOD 

OF TIME. 

 

THE UNITS MAY BE PURCHASED ONLY BY INVESTORS WHO MEET THE COMPANY’S 

SUITABILITY REQUIREMENTS. THESE SUITABILITY REQUIREMENTS INCLUDE 

QUALIFICATION AS “ACCREDITED INVESTORS” UNDER REGULATION D OF THE SECURITIES 

ACT. SUBSCRIBERS MUST BE ABLE TO MAKE THE REPRESENTATIONS SUPPORTING THEIR 

SATISFACTION OF THESE SUITABILITY REQUIREMENTS UNDER THE SUBSCRIPTION 

AGREEMENT ATTACHED HERETO AS EXHIBIT B AND SUBMIT VERIFYING DOCUMENTATION 

AS DETAILED IN THE SUBSCRIPTION AGREEMENT AND IN THIS MEMORANDUM. THESE 

INCLUDE REPRESENTATIONS AND VERIFYING DOCUMENTATION ABOUT THE PERSONAL 

INCOME AND NET WORTH THRESHOLDS REQUIRED FOR QUALIFICATION AS AN ACCREDITED 

INVESTOR AND REPRESENTATIONS THAT THE SUBSCRIBER IS PURCHASING UNITS SOLELY 

FOR INVESTMENT AND NOT WITH A VIEW TO RESALE OF THE UNITS. SEE “INVESTOR 

SUITABILITY STANDARDS.” UNITS WILL NOT BE ISSUED TO ANY INVESTOR UNLESS THE 

SUBSCRIPTION HAS BEEN ACCEPTED BY SILVER WOLF ON BEHALF OF THE COMPANY. 

SUBSCRIPTIONS MAY BE REJECTED BY COMPANY IN ITS SOLE DISCRETION. SEE “TERMS OF 

THE OFFERING – SUBSCRIPTION PROCEDURES.” 

 
UPON REQUEST, EACH PROSPECTIVE INVESTOR AND SUBSCRIBER WILL HAVE THE 

OPPORTUNITY TO ASK QUESTIONS AND RECEIVE ANSWERS ABOUT THE COMPANY AND ITS 

BUSINESS PLAN FROM SILVER WOLF’S MANAGEMENT. SILVER WOLF WILL ALSO FURNISH 

ANY ADDITIONAL INFORMATION THAT MAY BE REQUESTED FOR VERIFYING THE ACCURACY 

OF THIS MEMORANDUM. SEE “ADDITIONAL INFORMATION.” NO PERSON HAS BEEN 

AUTHORIZED TO GIVE ANY REPRESENTATIONS ABOUT THIS OFFERING OTHER THAN THE 
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INFORMATION IN THIS MEMORANDUM AND ANY DUE DILIGENCE MATERIALS PROVIDED BY 

SILVER WOLF UPON REQUEST TO ANY INVESTOR OR SELLING GROUP MEMBER. ANY OTHER 

REPRESENTATIONS OR INFORMATION SHOULD NOT BE RELIED ON AS HAVING BEEN 

AUTHORIZED. 

 

UNITS SHOULD BE PURCHASED ONLY BY INVESTORS WHO HAVE NO NEED FOR LIQUIDITY AND 

ARE ABLE TO BEAR THE ECONOMIC LOSS OF THEIR ENTIRE INVESTMENT.  SUBSCRIBERS 

SHOULD CAREFULLY CONSIDER WHETHER AN INVESTMENT IN UNITS IS SUITABLE IN LIGHT 

OF THEIR FINANCIAL CONDITION AND REQUIREMENTS. IN PARTICULAR, YOU SHOULD 

CAREFULLY CONSIDER THE INFORMATION UNDER “RISK FACTORS” BEGINNING ON PAGE 20 

OF THIS MEMORANDUM.  

 

THIS MEMORANDUM WAS PREPARED BY REPRESENTATIVES OF THE COMPANY. BOUSTEAD 

SECURITIES LLC, AND ITS OFFICERS, DIRECTORS, PARTNERS, SHAREHOLDERS, MANAGERS, 

MEMBERS AND EMPLOYEES, ACTING AS MANAGING BROKER DEALER, EXPRESSLY DISCLAIM 

ANY REPRESENTATION OR WARRANTY REGARDING INVOLVEMENT IN OR RESPONSIBILITY 

FOR ANY INFORMATION OR FORWARD-LOOKING STATEMENTS CONTAINED IN THIS 

MEMORANDUM. BOUSTEAD SECURITIES LLC IS ACTING AS MANAGING BROKER DEALER FOR 

THE COMPANY, AND, IN THAT CAPACITY, IS NOT ACTING AS INVESTMENT ADVISOR TO 

PROSPECTIVE INVESTORS IN CONNECTION WITH THE SECURITIES BEING OFFERED IN THIS 

MEMORANDUM. PROSPECTIVE INVESTORS MUST MAKE THEIR OWN INVESTMENT DECISIONS. 

IN MAKING THOSE DECISIONS, PROSPECTIVE INVESTORS SHOULD BE AWARE THAT 

BOUSTEAD SECURITIES LLC WILL RECEIVE THE SELLING COMMISSION AND OTHER 

COMPENSATION AS DESCRIBED ELSEWHERE IN THIS MEMORANDUM. 

 

NASAA UNIFORM LEGEND 

 
IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN 

EXAMINATION OF THE COMPANY AND THE TERMS OF THE OFFERING, INCLUDING THE 

MERITS AND RISKS INVOLVED.  THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY 

FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.  THOSE 

AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF 

THIS DOCUMENT.  ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.  

THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND 

MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER THE SECURITIES ACT 

AND THE APPLICABLE STATE SECURITIES LAWS. INVESTORS WILL BE REQUIRED TO BEAR 

THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN INDEFINITE PERIOD OF TIME. 

 

FOR CALIFORNIA RESIDENTS ONLY 

 

THE SECURITIES OFFERED BY THIS MEMORANDUM HAVE NOT BEEN QUALIFIED WITH THE 

CALIFORNIA DEPARTMENT OF CORPORATIONS NOR HAS THE CALIFORNIA DEPARTMENT OF 

CORPORATIONS PASSED UPON THE ADEQUACY OR ACCURACY OF THIS MEMORANDUM. ANY 

REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. THE ISSUANCE OF SUCH 

SECURITIES OR THE PAYMENT OR RECEIPT OF ANY PART OF THE CONSIDERATION THEREFORE 

PRIOR TO SUCH QUALIFICATION IS UNLAWFUL, UNLESS THE SALE OF SECURITIES IS EXEMPT 

FROM QUALIFICATION BY SECTION 25100, 25102 OR 25015 OF THE CALIFORNIA CORPORATIONS 

CODE. THE RIGHTS OF ALL PARTIES IN THIS PRIVATE PLACEMENT MEMORANDUM AND RELATED 

SUBSCRIPTION AGREEMENT ARE EXPRESSLY CONDITIONED UPON SUCH QUALIFICATION BEING 

OBTAINED, UNLESS THE SALE IS SO EXEMPT THE CALIFORNIA COMMISSIONER OF CORPORATIONS 

DOES NOT RECOMMEND OR ENDORSE THE PURCHASE OF THESE SECURITIES. 

 

FOR FLORIDA RESIDENTS ONLY 

 

THE SHARES REFERRED TO HEREIN WILL BE SOLD TO AND ACQUIRED BY THE PARTICIPANT IN A 

TRANSACTION EXEMPT UNDER SECTION 517.061 OF THE FLORIDA SECURITIES ACT. THE 

SUBSCRIPTIONS HAVE NOT BEEN REGISTERED UNDER SAID ACT IN THE STATE OF FLORIDA. ALL 

FLORIDA RESIDENTS HAVE A THREE-DAY RIGHT OF RESCISSION WITHIN THREE (3) BUSINESS DAYS 

AFTER THE FIRST TENDER OF CONSIDERATION IS MADE BY SUCH PURCHASER TO THE COMPANY, 
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AN AGENT OF THE COMPANY, OR AN ESCROW AGENT OR WITHIN THREE (3) BUSINESS DAYS AFTER 

THE AVAILABILITY OF THAT PRIVILEGE IS COMMUNICATED TO SUCH PURCHASER, A SUBSCRIBER 

SHALL ONLY SEND A LETTER OR TELEGRAM TO THE COMPANY AT THE ADDRESS SET FORTH IN 

THIS MEMORANDUM, INDICATING HIS OR HER INTENTION TO WITHDRAW.  SUCH LETTER OR 

TELEGRAM SHOULD BE SENT AND POSTMARKED BEFORE THE END OF THE AFOREMENTIONED 

THIRD DAY. IT IS PRUDENT TO SEND SUCH LETTER BY CERTIFIED MAIL, RETURN RECEIPT 

REQUESTED, TO ENSURE THAT IT IS RECEIVED AND ALSO TO EVIDENCE THE TIME AND DATE 

WHEN IT IS MAILED. SHOULD A FLORIDA RESIDENT MAKE THIS REQUEST ORALLY, HE SHOULD 

ASK FOR WRITTEN CONFIRMATION THAT THIS REQUEST HAS BEEN RECEIVED. 

 

FOR NEW HAMPSHIRE RESIDENTS ONLY 

 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS 

BEEN FILED WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS 

EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE 

CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 

421-B OF THE NEW HAMPSHIRE UNIFORM SECURITIES ACT IS TRUE, COMPLETE AND NOT 

MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS 

AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS 

PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN 

APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE 

TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION 

INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH. 

 

FOR PENNSYLVANIA RESIDENTS ONLY 

 

EACH PERSON WHO ACCEPTS AN OFFER TO PURCHASE SECURITIES EXEMPTED FROM 

REGISTRATION BY SECTION 203(d) DIRECTLY FROM AN ISSUER OR AFFILIATE OF AN ISSUER SHALL 

HAVE THE RIGHT TO WITHDRAW HIS ACCEPTANCE WITHOUT INCURRING ANY LIABILITY TO THE 

SELLER, UNDERWRITER (IF ANY) OR ANY OTHER PERSON WITHIN TWO BUSINESS DAYS FROM THE 

DATE OF RECEIPT BY THE ISSUER OF HIS WRITTEN BINDING CONTRACT OF  PURCHASE, OR IN THE 

CASE OF A TRANSACTION IN WHICH THERE IS NO WRITTEN BINDING CONTRACT OR PURCHASE, 

WITHIN TWO BUSINESS DAYS AFTER HE MAKES THE INITIAL PAYMENT FOR THE SECURITIES 

BEING OFFERED. IF YOU HAVE ACCEPTED AN OFFER TO PURCHASE THESE SECURITIES MADE 

PURSUANT TO A DISCLOSURE MEMORANDUM WHICH CONTAINS A NOTICE EXPLAINING YOUR 

RIGHT TO WITHDRAW YOUR ACCEPTANCE PURSUANT TO SECTION 207(m) OF THE PENNSYLVANIA 

SECURITIES ACT OF 1972 (70 P.S. 1-207(m)), YOU MAY ELECT, WITHIN TWO BUSINESS DAYS AFTER 

THE FIRST TIME YOU HAVE RECEIVED THIS NOTICE AND A DISCLOSURE MEMORANDUM TO 

WITHDRAW FROM YOUR PURCHASE AGREEMENT AND RECEIVE A FULL REFUND OF ALL MONIES 

PAID BY YOU. YOUR WITHDRAWAL WILL BE WITHOUT ANY FURTHER LIABILITY TO ANY PERSON. 

TO ACCOMPLISH THIS WITHDRAWAL, YOU WILL NEED ONLY SEND A LETTER OR TELEGRAM TO 

THE ISSUER (OR UNDERWRITER IF ONE IS LISTED ON THE FRONT PAGE OF THE DISCLOSURE 

MEMORANDUM) INDICATING YOUR INTENTION TO WITHDRAW. SUCH LETTER OR TELEGRAM 

SHOULD BE SENT AND POSTMARKED PRIOR TO THE END OF THE AFOREMENTIONED SECOND 

BUSINESS DAY. IF YOU ARE SENDING A LETTER, IT IS PRUDENT TO SEND IT BY CERTIFIED MAIL, 

RETURN RECEIPT REQUESTED, TO ENSURE THAT IT IS RECEIVED AND ALSO TO EVIDENCE THE 

TIME WHEN IT WAS MAILED. IF YOU SHOULD MAKE THE REQUEST ORALLY, YOUR SHOULD ASK 

FOR WRITTEN CONFIRMATION THAT YOUR REQUEST HAS BEEN RECEIVED. 

 

CERTAIN RESCISSION RIGHTS: 

 

SECTION 517.061(12) OF THE FLORIDA SECURITIES ACT AFFORDS EACH PURCHASER WHO IS A 

RESIDENT OF THE STATE OF FLORIDA, THE RIGHT, UNDER THE CONDITIONS SET FORTH IN 

§517.061(12) OF THE FLORIDA ACT, TO WITHDRAW HIS INVESTMENT.  ANY SUCH SALE IN FLORIDA 

IS VOIDABLE BY THE PURCHASER IN SUCH STATE EITHER WITHIN THREE (3) DAYS AFTER THE 

FIRST TENDER OF CONSIDERATION IS MADE BY SUCH PURCHASER TO THE ISSUER, AN AGENT OF 

THE ISSUER OR AN ESCROW AGENT, OR WITHIN THREE (3) DAYS AFTER THE AVAILABILITY OF 

THAT PRIVILEGE IS COMMUNICATED TO SUCH PURCHASER, WHICHEVER OCCURS LATER.  IN 

ADDITION, SECTION 207(m) OF THE PENNSYLVANIA SECURITIES ACT OF 1972 PROVIDES THAT EACH 

PERSON WHO ACCEPTS AN OFFER TO PURCHASE SECURITIES EXEMPTED FROM REGISTRATION BY 
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THE SAME SECTION THAT THE UNIT IN THE COMPANY WILL BE OFFERED UNDER IN 

PENNSYLVANIA, SHALL HAVE THE RIGHT TO WITHDRAW HIS ACCEPTANCE, WITHOUT INCURRING 

ANY LIABILITY TO THE SELLER, WITHIN TWO (2) BUSINESS DAYS FROM THE RECEIPT BY THE 

ISSUER OF HIS WRITTEN BINDING CONTRACT OR PURCHASE.  ANY SUCH WITHDRAWAL WILL BE 

WITHOUT FURTHER LIABILITY TO ANY PERSON, AND THE PURCHASER WILL RECEIVE A FULL 

REFUND OF ALL MONIES PAID IN RESPECT OF UNITS. TO ACCOMPLISH THIS WITHDRAWAL, SUCH 

A PURCHASER NEED ONLY SEND A LETTER OR TELEGRAM TO THE COMPANY INDICATING HIS 

INTENTION TO WITHDRAW.  SUCH LETTER OR TELEGRAM SHOULD BE SENT AND POSTMARKED 

PRIOR TO THE END OF THE AFOREMENTIONED THIRD BUSINESS DAY.  IF A PURCHASER INTENDS 

TO SEND THE LETTER, HE SHOULD DO SO VIA CERTIFIED MAIL, RETURN RECEIPT REQUESTED, TO 

ASSURE THAT IT IS RECEIVED AND TO EVIDENCE THE TIME ON WHICH SUCH REVOCATION WAS 

MAILED.  SHOULD A REQUEST TO WITHDRAW BE MADE ORALLY, THE PARTICIPANT SHOULD ASK 

FOR WRITTEN CONFIRMATION THAT HIS REQUEST HAS BEEN RECEIVED. 

 

FOR RESIDENTS OF ALL STATES: 

 

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT, AS 

AMENDED, OR THE SECURITIES LAWS OF ANY STATE AND ARE BEING OFFERED AND SOLD IN 

RELIANCE ON EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF SAID ACT AND SUCH 

LAWS. THE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND RESALE AND 

MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER SAID ACT AND SUCH LAWS 

PURSUANT TO REGISTRATION OR EXEMPTION THEREFROM. INVESTORS SHOULD BE AWARE THAT 

THEY WILL BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN 

INDEFINITE PERIOD OF TIME. 

 

THE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SEC, ANY STATE 

SECURITIES COMMISSION OR ANY OTHER REGULATORY AUTHORITY, NOR HAVE ANY OF THE 

FOREGOING AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THIS OFFERING. ANY 

REPRESENTATION TO THE CONTRARY IS UNLAWFUL. 

 
FORWARD LOOKING STATEMENTS 

 

THIS MEMORANDUM CONTAINS CERTAIN FORWARD-LOOKING STATEMENTS WITHIN THE 

MEANING OF SECTION 27 OF THE SECURITIES ACT RELATING TO THE COMPANY AND THE 

PIPELINE ACQUISITION, PIPELINE PROJECT AND THE COMPANY’S EXPECTED FINANCIAL 

PERFORMANCE. ACTUAL PERFORMANCE AND RESULTS MAY DIFFER MATERIALLY FROM 

ANTICIPATED RESULTS DUE TO ECONOMIC CONDITIONS AND OTHER RISKS, UNCERTAINTIES 

AND CIRCUMSTANCES PARTLY OR TOTALLY OUTSIDE EITHER COMPANY’S CONTROL, 

INCLUDING OPERATING RISKS INHERENT IN TRANSPORTATION OF NATURAL GAS LIQUIDS 

AND FLUCTUATIONS IN MARKET PRICES FOR NGLS. WORDS SUCH AS “ANTICIPATED,” 

“EXPECT,” “INTEND,” “PLAN” AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY 

FORWARD LOOKING STATEMENTS, ALL OF WHICH ARE SUBJECT TO THESE RISKS AND 

UNCERTAINTIES.  SEE “RISK FACTORS.” 
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WHO MAY INVEST 

 

The offer and sale of the Units are being made in reliance on an exemption from the registration requirements of the 

Securities Act and applicable securities laws of states or other jurisdictions. Accordingly, distribution of this 

Memorandum has been strictly limited to persons who meet the requirements and make the representations set forth 

below. The Company reserves the right to declare any prospective investor ineligible to purchase Units based on any 

information that may become known or available to the Company concerning the suitability of such prospective 

investor or for any other reason. 

 

Minimum Investor Suitability Requirements 

Investment in the Units involves a high degree of risk and is suitable only for persons of substantial financial means 

who have no need for liquidity in this investment. Investors should be able to afford the loss of their entire investment. 

This investment will be sold only to investors who (i) make a minimum investment of $50,000.00, except that the 

Company may accept smaller investments, in its sole discretion, and (ii) represent in writing that they meet the investor 

suitability requirements established by the Company and as may be required under federal law. 

 

As a proposed investor in Units, you must represent in writing that you meet, among others, all of the following 

requirements (the “Minimum Investor Suitability Requirements”): 

 

(a) You have received, read and fully understand this Memorandum and all exhibits and attachments 

hereto. You are basing your decision to invest on this Memorandum and all exhibits and attachments 

hereto. You have relied on information contained in these materials and have not relied upon any 

representations made by any other person; 

(b) You understand that an investment in the Units is speculative and involves substantial risks and you 

are fully cognizant of and understand the risks relating to a purchase of the Units including, but not 

limited to, those risks set forth in the section entitled “Risk Factors” in this Memorandum; 

(c) Your overall commitment to investments that are not readily marketable is not disproportionate to 

your individual net worth, and your investment in the Units will not cause such overall commitment 

to become excessive; 

(d) You can reasonably benefit from an investment in the Units based on your overall investment 

objectives and portfolio structuring; 

(e) You have adequate means of providing for your financial requirements, both current and anticipated, 

and have no need for liquidity in this investment; 

(f) You can bear and are willing to accept the economic risk of losing your entire investment in the Units; 

(g) You have an apparent understanding of (a) the fundamental risks of the investment, (b) the risk that 

you may lose your entire investment, (c) the lack of liquidity of the Units, (d) the background and 

qualifications of Silver Wolf and the Company’s management and (e) the tax consequences of the 

investment; 

(h) You are acquiring the Units for your own account and for investment purposes only and have no 

present intention, agreement or arrangement for the distribution, transfer, assignment, resale or 

subdivision of the Units; 

(i) You have such knowledge and experience in financial and business matters that you are capable of 

evaluating the merits and risks of investing in the Units and have the ability to protect your own Units 

in connection with such investment; and 

(j) You are an Accredited Investor, subject to third-party verification. If you meet one of the following 

tests, you should qualify as an “Accredited Investor”: 

i. You are a natural person who has had individual income in excess of $200,000 in each of the 

two most recent years, or joint income with your spouse in excess of $300,000 in each of 

these years, and have a reasonable expectation of reaching the same income level in the 

current year; 
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ii. You are a natural person and your individual net worth, or joint net worth with your spouse, 

exceeds $1,000,000 at the time you purchase the Units (please see below on how to calculate 

your net worth); 

iii. You are an executive officer of Silver Wolf or the Company or a manager or executive officer 

of Silver Wolf or the Company; 

iv. You are an entity (including an Individual Retirement Account trust) in which each equity 

owner is an Accredited Investor; or 

v. You are a trust with total assets in excess of $5,000,000, your purchase of the Units is directed 

by a person who either alone or with his purchaser representative(s) (as defined in Regulation 

D promulgated under the Securities Act) has such knowledge and experience in financial and 

business matters that he is capable of evaluating the merits and risks of the prospective 

investment, and you were not formed for the specific purpose of investing in the Units. 

NOTE: For the purposes of calculating your net worth, “net worth” is defined as the difference between total assets 

and total liabilities. This calculation must exclude the value of your primary residence as an asset. The calculation of 

your net worth must also exclude indebtedness that is secured by your primary residence, up to the estimated fair 

market value of your primary residence at the time you invest in the Units; however, if (a) the indebtedness that is 

secured by your primary residence at the time of your investment exceeds (b) the amount of such indebtedness 

outstanding 60 days prior to your investment, other than as a result of the acquisition of your primary residence, the 

amount of excess shall be included as a liability. Additionally, the calculation of your net worth must include as a 

liability, indebtedness secured by your primary residence in excess of the estimated fair market value of your primary 

residence at the time you invest in the Units. 

 

In addition, each Investor must satisfy the conditions, if any, imposed by such Investor’s state or country of residence. 

 

Verification of Accredited Investor Status 

 

This Offering is being conducted pursuant to a provision in Rule 506(c), which allows public solicitation and 

advertising in private placements if the requirements of the rule are met. If you tender a Subscription Agreement, you 

will be required to tender sufficient documentation for us to confirm your status as an Accredited Investor. The nature 

of the documentation varies depending on whether you are a natural person or an entity, and in which way you qualify 

as an Accredited Investor. We may accept a confirmation that you are an Accredited Investor from an attorney, a 

certified public accountant, a registered broker-dealer, or an investment adviser registered with the SEC, in the form 

provided by us or another form approved by us. Alternatively, if you are an individual qualifying on the basis of 

income, you can submit copies of your federal income tax return for the prior two years plus a written representation 

that you expect your income to exceed $200,000 (or $300,000 jointly with spouse) in the current year. If you are an 

individual qualifying on the basis of net worth, you can submit sufficient documentation of assets, such as bank 

account statements or brokerage statements, and agree that we may obtain a consumer credit report to ascertain your 

liabilities, together with a written representation that you own the assets claimed, that your net worth excluding any 

equity in your primary residence exceeds $1,000,000, and that you have no liabilities that would not be disclosed on 

a consumer credit report or have disclosed all such other liabilities to us. We reserve the right to accept other 

documentation or representations in our discretion. We also reserve the right to decline to accept any subscription in 

our discretion and we will not be required to explain the basis on which a subscription is not accepted. The subscription 

documents which are attached to this Memorandum as Exhibit B contain instructions to enable persons who tender 

subscription agreements to obtain confirmation from third parties familiar with their status as Accredited Investors, or 

to submit verification documents to us. If you complete the Subscription Agreement digitally via the Managing 

Broker-Dealer’s portal, you may follow the instructions to upload your verification documentation directly. You may 

also provide a confirmation generated at your expense by www.verifyinvestor.com. We will not accept a subscription 

agreement from any person who is not verified as an Accredited Investor. 
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Restrictions Imposed by the USA PATRIOT Act and Related Acts 

 

Units may not be offered, sold, transferred or delivered, directly or indirectly, to any “Sanctioned Person,” a term 

which is defined for purposes of this Memorandum as any person who: 

 

(a) is named on the list of “specially designated nationals” or “blocked persons” maintained by the U.S. 

Office of Foreign Assets Control (“OFAC”) at http://www.treas.gov/offices/eotffc/ofac/sdn/index.html, 

or as otherwise published from time to time; and 

(b) an agency of the government of a Sanctioned Country, (2) an organization controlled by a 

Sanctioned Country, or (3) a person resident in a Sanctioned Country, to the extent subject to a 

sanctions program administered by OFAC.  

In addition, Units may not be offered, sold, transferred or delivered, directly or indirectly, to any person who: 

(c) has more than 15% of its assets in Sanctioned Countries; or 

(d) derives more than 15% of its operating income from investments in, or transactions with Sanctioned 

Persons or Sanctioned Countries. 

Representations with respect to the foregoing and certain other matters will be made by each investor in the 

Subscription Agreement attached as Exhibit B. The Company will rely on the accuracy of each investor’s 

representations set forth in the Subscription Agreement and may require additional evidence that an investor satisfies 

the applicable standards at any time prior to the acceptance of an investor’s participation. An investor is not obligated 

to supply any information so requested by the Company, but the Company may reject a participation from any investor 

who fails to supply any information so requested. 

 

If you do not meet the requirements described above, do not read further and immediately return this Memorandum 

to the Company or the applicable member of the Selling Group. In the event you do not meet such requirements, this 

Memorandum shall not constitute an offer to sell Units to you. 

 

The investor suitability requirements stated above represent minimum suitability requirements established by the 

Company. However, satisfaction of these requirements by an investor will not necessarily mean that the Units are a 

suitable investment for such investor or that the Company will accept the investor as a purchaser of Units. Furthermore, 

the Company, as appropriate, may modify such requirements in its sole discretion, and such modifications may raise 

the suitability requirements for investors. 

 

The written representations made by investors will be reviewed to determine the suitability of each investor. The 

Company will have the right, in its sole discretion, to refuse participation by an investor as a purchaser of Units if 

Silver Wolf believes that the investor does not satisfy the investor suitability requirements, the Units otherwise 

constitute an unsuitable investment for the investor, for any other reason, or for no reason at all. 
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HOW TO PARTICIPATE 

Prospective investors who would like to subscribe for Units must carefully read this Memorandum. Prospective 

investors must then complete electronically, or alternatively return in person, by delivery service or United States mail 

to the Company at the address below the original of: 

 

1. The Subscription Agreement which sets forth the terms and conditions you must agree to in order to subscribe 

for a Membership Interest. All investors must acknowledge the terms and restrictions of the offering and 

make certain representations and warranties to Silver Wolf. If you will be using the services of a purchaser 

representative, you must also send completed and signed purchaser representative documents, forms of which 

will be provided to you upon request. 

 

2. The Limited Liability Company Agreement Signature Page.  Any Membership Interest you acquire is subject 

to the terms of the Limited Liability Company Agreement. Read the Limited Liability Company Agreement 

attached as an exhibit to the Memorandum and then sign the Limited Liability Company Agreement Page.   

 

3. The Investor Questionnaire requires that you provide written answers to specific questions which are intended 

to provide information sufficient for Silver Wolf to determine if you qualify as an Accredited Investor.  

 

4. Accredited Investor Verification.  We are required by law to take reasonable steps to verify that purchasers 

in an offering such as this are Accredited Investors. The Accredited Investor verification must be completed 

and returned with the subscription documents.  

 

5. Submit payment in the amount of the subscription price of the Units subscribed for, delivered by: 

 

 (1) check or cashier’s check payable to “Sutter Securities Clearing, LLC as Escrow Agent 

for Michigan Express Pipeline Holdings, LLC” or 

(2) wire transfer or ACH into the Escrow Account created for the Company (wiring and ACH 

instructions will be delivered upon request); or 

(3) signed instructions for account-to-account transfers where the funds to be invested are held 

by a custodian such as the trustee for an IRA. These instructions should be on the form 

required by your custodian, and you should obtain the forms from them.   

 
We must receive your subscription documents no later than 11:30 A.M. Central Standard Time on December 

31, 2020, unless the offering is completed, withdrawn or terminated earlier, or extended in our sole discretion 

as provided for in the Memorandum. 

 

Make Checks Payable to:  
“Sutter Securities Clearing, LLC as Escrow Agent 

for Michigan Express Pipeline Holdings, LLC”  

 
Send your subscription documents to: 

Boustead Securities, LLC 

6 Venture, Suite 395 

Irvine, CA 92618 USA 

+1.949.502.4408 
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Payment by Wire Transfer: 

 
If paying by wire transfer or ACH, the wire transfer should be made in accordance with the following wiring 

instructions: 

 

Sutter Securities Clearing, LLC 

c/o Pacific Mercantile Bank 

ABA No: 122242869 

Acct No: 45457648 

Ref: Michigan Express Pipeline Holdings, LLC Escrow 

Attn: John Hong 

john.hong@sutterus.com 

(949) 502-4408 

 

FFC: [Investor Name] 

 

Please enter your full name in the wire detail section when sending a wire.  

Any unidentified wires will be returned to the originating bank. 
 

Upon receipt of all required subscription documents, review of the Investor’s investment qualifications, receipt of the 

Investment Amount into the bank account and acceptance of the Investor’s subscription by the Company (in the 

Company’s sole discretion), the Company will notify each Investor of receipt and acceptance of the subscription. In 

the event the Company does not accept an Investor’s subscription for the Units for any reason, the Company will 

promptly return or cause to be returned to such Investor any funds previously tendered. 

 

The Company, in its sole discretion, accept or reject any subscription materials, in whole or in part, for a period of 

thirty (30) days after receipt thereof. Any subscription documents which are not accepted within thirty (30) days of 

receipt shall be deemed rejected. The Company may terminate the Offering at any time, for any reason or no reason, 

in its sole discretion. 

 

Individual Investors are required to furnish a copy of their photo ID to the Company, and entity Investors (such as 

trusts, LLCs and partnerships) are required to furnish copies of their organizational documents to the Company, with 

this Subscription Agreement. 

 

IMPORTANT NOTE: In all cases, the person or entity actually making the investment decision to purchase 

the Units should complete and sign the Subscription Agreement, a counterpart signature page to the Company 

Agreement and all other required subscription materials. For example, if an Investor purchasing the Units is a 

retirement plan for which investments are directed or made by a third-party trustee, then that third-party 

trustee must complete the subscription materials rather than the beneficiaries under the retirement plan. This 

also applies to trusts, custodial accounts and similar arrangements. Investors must list their principal place of 

residence rather than their office or other address on the signature page to the subscription materials so that 

the Company can confirm compliance with appropriate securities laws. If any Investor desires that 

correspondence be sent to an address other than his, her or its principal residence, please provide a mailing 

address where indicated in the Subscription Agreement. 

 

By executing the Subscription Agreement, and related subscription documents, and paying the total purchase price for 

the Units proposed to be purchased, each investor agrees to be bound by all of its terms and attests that the investor 

meets the minimum income and net worth standards and other suitability standards as described herein. 

 

  

mailto:john.hong@sutterus.com
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SUMMARY OF THE OFFERING 

 

We are offering the Units pursuant to exemptions from registration under federal and state securities laws.  This 

summary is not a complete description of the terms and consequences of an investment in the Units and is qualified 

in its entirety by the more detailed information appearing throughout this Memorandum, including, without limitation, 

the exhibits.  Capitalized terms not otherwise defined in this Memorandum shall have the meanings set out in the 

Limited Liability Company Agreement of the Subsidiary (the “Company Agreement”) attached as Exhibit A.  You 

should consult your legal counsel and tax advisor before investing in the Units. 

 

Our Business Objective The Company through its wholly owned subsidiary, Pipeline, LLC, plans to 

acquire, with the proceeds of this Offering, own and operate, the Pipeline, a 225 

mile-8” steel NGL pipeline, which lies across the lower peninsula of Michigan, 

from Kalkaska, Michigan to Marysville, Michigan. Previously, the Pipeline was 

used to transport up to approximately 10,000 barrels per day (“bpd”) of purity 

ethane and other NGLs, which were removed during the processing of produced 

natural gas. The Net Proceeds of the Offering will be used by the Company’s 

wholly owned subsidiary, Pipeline, LLC, to purchase the Pipeline and perform 

necessary retrofitting and improvements to dedicate the Pipeline for exclusive use 

to transport propane from the Pipeline’s initiating terminal located in Marysville, 

Michigan to three Company terminals, with the first two converted “Phase One” 

terminals located in Nelson and Kalkaska, Michigan, and a third newly 

constructed “Phase Two” terminal located in Farwell, Michigan. Each terminal 

will be equipped with large above ground propane transfer tanks (approximately 

90,000 gallons each) to provide the necessary quantities for delivery to our 

customers’ commercial tanker trucks. The new repurposed pipeline will compete 

against truck deliveries from Marysville (just northeast of Detroit). There are no 

existing propane pipelines that service our target area. The Company’s business 

model exclusively involves the transportation of propane without any ownership 

of the propane commodity, or any exposure to the constant price volatility of the 

underlying commodity product. The Company will charge a FERC-filed (defined 

below) tariff rate price per gallon charge for the transportation and transfer of the 

third-party shippers’ propane. When Phase One is placed in full service, the 

Pipeline will be capable of delivering a total of five hundred thousand (500,000) 

gallons per day. When Phase Two is placed in full service, the Pipeline will be 

capable of delivering a total of one million (1,000,000) gallons per day through 

three (3) prospective load out terminals strategically located along the pipeline 

route. 

 

• The Pipeline plans to initially target 68 million (68,000,000) gallons, or 14% 

of regional market share, that is in close proximity to terminals 

 

• This Pipeline Project is a safe and “green” solution that resolves existing 

problems for the State of Michigan and propane customers; over 10,000 truck 

loads will be reduced. 

 

• The source of propane supply will come from existing pipelines 

interconnected to the Pipeline in Marysville, Michigan that connects to 

storage facilities and processing plants located in the region. 

 

• The senior management team of Silver Wolf have over 70 years of collective 

experience in building, operating, growing and managing assets such as this 

pipeline.  
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• Michigan is the largest residential consumer of propane in the country and 

second highest consumer overall. 

 

 
 

The Michigan Express Pipeline The Pipeline, a 225 mile-8” steel pipeline is shown in red below running across 

the lower peninsula of Michigan. 

 

 
 

FERC-Regulation Pipeline  Both federal and state agencies regulate pipelines across the United States. 

Interstate pipelines are managed by the Federal Energy Regulatory Commission 

(“FERC”) and the U.S. Department of Transportation (“DOT”). FERC regulates 

pipelines, storage, natural gas transportation in interstate commerce, and liquefied 

natural gas facility construction. It also oversees operation of pipeline facilities at 
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U.S. points of entry for natural gas imports and exports and analyzes 

environmental impacts of natural gas projects. Once natural gas pipeline projects 

are operating, the DOT’s Pipeline and Hazardous Material Safety Administration 

(“PHMSA”), acting through the Office of Pipeline Safety (“OPS”), regulates, 

monitors and enforces safety. To minimize threats to life, property or the 

environment due to hazardous materials related incidents, PHMSA’s Office of 

Hazardous Materials Safety develops regulations and standards for the 

classifying, handling and packaging of over one million (1,000,000) daily 

shipments of hazardous materials within the United States. The OPS collaborates 

with partnering agencies and departments to ensure pipeline operation safety, 

security, monitoring and compliance. The OPS ensures safety in the design, 

construction, operation, maintenance, and spill response planning of America’s 

2,600,000 miles of natural gas and hazardous liquid transportation pipelines. 

 

Although the federal government is responsible for developing, issuing and 

enforcing pipeline safety regulations, most inspections are conducted by state 

regulatory agencies, which are responsible for regulation, inspection and 

enforcement of pipelines within state boundaries. The state agency regulations 

must be at least as stringent as the federal regulations. The Michigan Public 

Service Commission provides oversight for the transportation and storage of 

natural gas in Michigan. Further, the Michigan Public Service Commission is 

responsible for the inspection and enforcement of state and federal natural gas 

pipeline safety regulations.  

 

The Company’s Pipeline will be a FERC regulated pipeline. Historically, the 

Pipeline’s prior owners, Merit Energy Company, LLC and Lambda (defined 

below) filed for and received a temporary waiver of the tariff filing and reporting 

requirements of Section 6 and 20 of the ICA and Parts 341 and 357 of FERC’s 

regulations. However, upon the Company’s acquisition of the Pipeline, the 

Pipeline will become subject to FERC regulation and will be required to file a 

tariff with FERC for all rates, fares, and charges for transportation on the Pipeline 

and transfer facilities within thirty days of the closing of the acquisition. In 

addition, under FERC’s rules and regulations, the Company will be required to 

file annual and special reports. 

 

The Company The Company is a limited liability company formed in the State of Delaware on 

July 28, 2020. The address of its registered office in Delaware is 1675 S. State 

Street, Suite B, Dover, Delaware 19901 and its registered agent at such address is 

Capital Services, Inc. The Company’s principal business address is 800 Capitol 

St., Suite 2400, Houston, TX 77002-2925. The Company and the Subsidiary are 

registered to conduct business in Michigan, with its registered office located at 

40600 Ann Arbor Road E, Suite 200, Plymouth, Michigan 48170. The registered 

agent at the Michigan office is Capital Services, Inc.  

 

The Board The Company will be managed by a Board of Representatives consisting of three 

representatives, all of which will be designated by Silver Wolf, a Delaware limited 

liability company formed on May 22, 2020, and a wholly owned subsidiary of 

Silver Wolf Midstream Holdings, LLC, a Delaware limited liability company, 

formed on May 22, 2020, and which is wholly-owned by Mr. Niel M Rootare of 

Dallas, Texas. Silver Wolf owns one hundred percent (100%) of the current 

outstanding Class C Units (the “Class C Units”) in the Company. Through Silver 

Wolf’s authority to designate the representatives of the Board, Silver Wolf will 

effectively control and manage the activities and business operations of the 

Company and the Subsidiary. 
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The Offering The Company is offering up to 940 Units, including Class A Units and Class B 

Units of the Company at an offering price of $50,000 per Unit for a total of 

$47,000,000 in capitalization. The Offering will use three tranches: (1) Tranche 

One: Escrow Deposit Finance Offering: a minimum of $1,500,000 (“T1 

Minimum”) and a maximum of $2,000,000 (“T1 Maximum”)(All or None, 

Subject to Co-Investment Escrow Terms with respect to first $1,500,000 and best 

efforts with respect to the remaining $500,000), 40 Class A Units @ $50,000 per 

Class Unit; (“Tranche One” or “Tranche One Offering”); (2) Tranche Two: 

Minimum Offering: $28,000,000 (the “Minimum Offering” or “Minimum 

Offering Amount”);  (All or None, Subject to Co-Investment Escrow Terms), 560 

Class B Units @ $50,000 per Class B Unit (“Tranche Two” or “Tranche Two 

Offering”); and (3) Tranche Three: Best Efforts: Up to $17,000,000 (the 

“Maximum Offering” or “Maximum Offering Amount”), 340 Class B Units @ 

$50,000 per Class B Unit (the “Tranche Three” or “Tranche Three Offering”). 

 

This Memorandum, dated August 18, 2020, is being delivered to potential 

investors in the Offering. The matters discussed in this Memorandum should be 

considered in light of certain risk factors relating to the Offering. See “Risk 

Factors.”  The Units are being offered until the Offering Termination Date. The 

purchase price for the Units is payable in full with the delivery of the purchaser’s 

Subscription Agreement. All subscription payments received for Units for the T1 

Offering of 40 Class A Units and for the T2 Offering of the Minimum Offering 

of 560 Class B Units will be held in the Escrow Account, which is a non-interest-

bearing escrow account maintained with the Escrow Agent, who is Sutter 

Securities Clearing, LLC, a California limited liability company, FINRA member, 

and an affiliate of Boustead Securities, LLC, the Managing Broker-Dealer. 

Investors are instructed to deliver to the Escrow Agent checks made payable to 

the order of “Sutter Securities Clearing as Agent for the Investors in Michigan 

Express Pipeline Holdings, LLC,” or wire transfer to Sutter Securities Clearing, 6 

Venture, Suite 395, Irvine, CA 92618, c/o Pacific Mercantile Bank, ABA No. 

122242869, Account Name “Sutter Securities Clearing as Agent for the Investors 

in Michigan Express Pipeline Holdings, LLC,” Account No. 45457648, in each 

case, with the name and address of the individual or entity making payment. If at 

least $1,500,000 of the T1 Offering is not subscribed by the Offering Termination 

Date, the Offering will be terminated, and all amounts held in the Escrow Account 

will be promptly returned to the subscribers. If there is a T1 Minimum Closing, 

then the Escrow Agent will release the T1 Funds to the Company, and the Offering 

will continue with the T1 offering up to the T1 Maximum of $2,000,000 with a 

series of closings with the release of T1 funds released to the Company. Upon a 

successful T1 Maximum Closing, the Offering will continue with the T2 Offering 

of Class B Units and all T2 subscription payments will be deposited into the 

Escrow Account pending a successful T2 Minimum Offering. If the T2 Minimum 

Offering is not subscribed by the Offering Termination Date, the Offering will be 

terminated, and all amounts held in the Escrow Account will be promptly returned 

to the subscribers. If the T2 Closing occurs, then the Escrow Agent will release 

the T2 Funds to the Company. If the T2 Closing occurs prior to the Offering 

Termination Date, the Offering will continue with the T3 Offering on a best efforts 

basis, with all T3 Funds being released to the Company through a series of 

closings on a per subscription basis without any escrow restrictions. The 

Company will pay to the Escrow Agent a fee equal to 0.50% of the Total Sales 

plus certain expenses. 

 

Offering Price The purchase price for each Unit is $50,000, payable in full upon subscription. 

 

Offering Period The Offering will continue until December 31, 2020, which date we may extend 

for up to June 30, 2021 without notice; unless completed or terminated sooner. 
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Minimum Investment The minimum investment is one Unit ($50,000), which may only be waived by 

Silver Wolf in its sole discretion. Subscriptions above $50,000 will be accepted 

in $5,000 increments. 

 

Term of Investment The Company plans to own and operate the Pipeline for a period commencing 

upon acquisition of the Pipeline Project and ending not later than December 31, 

2030, subject to two one-year extensions, at which time the Pipeline Project assets 

will be sold and the Company will be dissolved and terminated. 

 

Managing Broker-Dealer The Managing Broker-Dealer, a California limited liability company and a 

member in good standing of FINRA will serve as the managing broker-dealer for 

the Offering. The Managing Broker-Dealer will enlist other Selling Group 

Members, (and on a limited basis by affiliates and employees of Silver Wolf) to 

sell the Units in the Offering.  

 

The Managing Broker-Dealer is entitled to the following compensation under the 

Managing Broker-Dealer Agreement: 

 

• A cash advisory fee of $5,000 per month payable upon the first business 

day of each month. 

• A selling commission of seven percent (7.0%) of the Units sold by in the 

Offering, or Total Sales, which it may re-allow in whole or in part to the 

members of the Selling Group.  

• A Managing Broker-Dealer fee of one and one-half percent (1.5%) of the 

Total Sales.  

• A marketing and due diligence fee of one and one-half percent (1.5%) of 

the Total Sales.  

• A Wholesaler Fee of one percent (1.0%), a portion of which may be re-

allowed to a Selling Group member. 

• In the event the Maximum Offering Amount is received on or before 

December 31, 2020, the Managing Broker-Dealer shall receive an 

additional fee equal to three percent (3%) of the Michigan Express 

Pipeline Holdings, LLC profit interests received by Silver Wolf 

Midstream, LLC or its affiliates.  

 

In addition, the Managing Broker-Dealer is entitled to be reimbursed up to 

$10,000 for the fees and expenses of its legal counsel and without a cap on third-

party due diligence fees as the same are incurred by the Managing Broker-Dealer. 

See “Plan of Distribution.” 

 

Escrow Account and  

Co-Investment Escrow Terms All subscription payments received for Units for the Tranche One Offering of 40 

Class A Units and for the Tranche Two Offering of the Minimum Offering of 560 

Class B Units will be held in the Escrow Account by the Escrow Agent. 

 

The terms of the Escrow Account Agreement will include provisions that permit 

the Escrow Agent to release the T1 Funds and T2 Funds upon the condition that 

the Company has received JV investments JV Co-Investors formed with Silver 

Wolf and certain institutional and family office investors, or possibly foreign 

investors, who commit investment funds through the separate co-investment 

entity on a JV basis to co-own the Subsidiary with the Company, with such co-

investment funds to be credited toward the Escrow Agreement requirements for a 

T1 Closing and/or T2 Closing. The terms of these parallel JV Co-Investment 

offerings are subject to negotiation on a JV Co-Investor to a JV Co-Investor basis 

as the required minimum amount of co-investment is $5,000,000. More often than 
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not, large institutional investors require certain negotiated terms for their 

investment that usually involve lower up-front sales fees and certain back-end 

participation splits. As a matter of rule, the terms of institutional investments of 

this nature are confidential and not subject to disclosure. All investors in this 

Offering should be aware and agree that any JV co-ownership of the Subsidiary 

between the Company and the JV Co-Investors would require that the Company’s 

JV percentage of ownership of the Subsidiary will be based on the Net Proceeds 

of the Offering (which would not credit the Company for investor funds paid 

toward sales commissions and other costs of the Offering.  

 

Suitability and  

Accredited Investor  

Verification Subscriptions for Units will only be accepted from Accredited Investors.  

Subscribers must also represent in their Subscription Agreement, attached hereto 

as Exhibit B, that they are acquiring Units for investment and not with a view to 

their resale or distribution.  In addition, subscribers must represent that they have 

the ability to bear the economic risk of the investment for an indefinite period of 

time, with a principal investment objective of securing an economic profit, 

without regard to tax benefits from the investment. In addition, Subscribers must 

provide third-party verification of Accredited Investor status, as detailed in the 

Subscription Agreement. In addition, the Subscription Agreement elicits specific 

information from each Subscriber relating to these representations. If the 

Subscriber is purchasing Units in a fiduciary capacity, he or she must be able to 

represent and provide third party verification that the person or entity represented 

by the fiduciary satisfies these eligibility requirements. If the Subscriber is a 

Company, trust or other entity, each of its partners, trustees, beneficiaries or other 

equity owners may be required, under certain circumstances, to meet the 

Company’s eligibility requirements individually. 

 

Qualification  

of Investors An investment in the Company is only available to Accredited Investors, as 

defined in Regulation D under the Securities Act, and is only suitable for persons 

of substantial means who have no need for liquidity in their Units and can afford 

the loss of their investment. Under the Subscription Agreement in the form of 

Exhibit B, a subscriber must make representations relating to the suitability of the 

investment, including the subscriber’s status as an Accredited Investor. To qualify 

as an Accredited Investor under the Securities Act, a subscriber must meet one of 

the following general requirements: 

 

• A natural person whose individual net worth, or joint net worth with the 

investor’s spouse, exceeds $1,000,000 (excluding primary residence) at the 

time of purchase; 

• A natural person whose annual income exceeds $200,000 in each of the two 

most recent years, or joint income with the investor’s spouse exceeds 

$300,000 in each of those years, and the investor reasonably expects to reach 

the same individual or joint income level in the current year; or 

• Certain trusts, private pension funds, Company, limited liability companies, 

corporations, employee benefit plans and other business entities may qualify 

as Accredited Investors if all of the individual owners or beneficiaries are 

Accredited Investors or various economic thresholds are reached by the 

business entity. 

 

The subscription agreements elicit specific information from subscribers relating 

to their status as Accredited Investors, including verification requirements, and 
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their satisfaction of the other suitability requirements for this offering. These 

requirements are described in more detail under “Investor Suitability Standards.” 

 

Description of the Units We are offering Class A and Class B Units of Membership Interest in a Delaware 

limited liability company. If you purchase Class A or Class B Units, you will 

become a Class A or Class B Member in the Company; and you may purchase 

both Class A and Class B Interests during the Offering and become both a Class 

A Member and Class B Member.   

 

The aggregate number of authorized Units for the Company is two thousand 

(2,000) Units. Forty (40) of the authorized Units shall be designated Class A 

Units, nine hundred (900) of the authorized Units shall be designated Class B 

Units, and nine hundred forty-one hundred (941) of the authorized units shall be 

designated Class C Units to be owned by Silver Wolf. The Company shall not 

have the authority to authorize or issue Units in excess of the designated Units 

without a Member Super Majority and Board consent. The rights of the Class A 

Units issued to each Class A Member, and of the Class B Units issued to each 

Class B Member, and of the Class C Units issued to each Class C Member are 

determined by this Agreement. 

 

The Class A or Class B investor (“Members”) is a person admitted as a member 

in the Company who purchased at least one Unit or partial Unit to the Company. 

Each Class A Member shall receive priority on its return of Capital Contributions 

and a preferential return which shall accrue until paid equal to 20.0% per annum 

(cumulative but compounded) on such Class A Member’s Capital Contribution 

(referred to as the “Class A Preferred Return”). Each Class B Member shall 

receive second priority on its return of Capital Contributions and a preferential 

return which shall accrue until paid equal to 12.0% per annum (cumulative but 

compounded) on such Class B Member’s Capital Contribution (referred to as the 

“Class B Preferred Return”). Such distributions are subject to the Board’s 

exclusive, sole discretion and decision and shall be made based on available 

capital and other business requirements, including reserves. All such distributions 

shall accrue from the date in which invested funds are available to the Company.   

 

Class A Member Risk The Class A Members are at extreme risk of losing their entire investment in the 

Company given the terms of the Offering are such that once the T1 Minimum 

Amount is subscribed at $1,500,000, and for all additional subscriptions to the 

Tranche One Offering up to the T1 Maximum Amount of $2,000,000, the 

Company will access those funds to place an all-at-risk escrow deposit down on 

the Pipeline under the terms of the purchase and sale agreement (the “PSA”), and 

to pay certain Company expenses, and to pay certain expenses related to this 

Offering. If after placing the Pipeline escrow deposit the Company is unable to 

sufficiently close the Tranche Two Offering, or access other purchase monies 

from another third party outside the Offering, then it is highly likely that the 

Pipeline escrow deposit would be totally lost and the Class A Members would 

lose all their respective investment. Neither the Company, the Board, Silver Wolf 

or its affiliates is guaranteeing a successful result of the Offering. In light of this 

extreme risk, the Company is offering a substantial Class A Preferred Return, and 

a priority return of Capital Contributions, each commensurate with such risk.  

 

Distributions to the Members According to the Company Agreement, no distribution, including without 

limitation, any distribution paid upon termination of the Company, shall be funded 

and effected other than from the assets held by the Company.   

 

 The Company shall make distributions, at such times and intervals as the Board 

shall determine, in its sole discretion, but after the payment of interest and 
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required principal payments on outstanding debt, as well as any taxes due; and the 

maintenance of any necessary debt service reserve. Distributions shall initially be 

apportioned among the Members in the following order of priority: 

 

i. first, to each Class A Member, pro rata in accordance with such Member’s 

Class A Percentage, until the Unpaid Class A Preferred Return with respect to 

the Class A Units has been reduced to zero;  

 

ii. second, to each Class A Member, pro rata in accordance with such Class A 

Member’s Class A Percentage, until the Unpaid Class A Preferred Amount 

with respect to the Class A Units has been reduced to zero; 

 

iii. third, to each Class B Member, pro rata in accordance with such Member’s 

Class B Percentage, until the Unpaid Class B Preferred Return with respect to 

the Class B Units has been reduced to zero; 

 

iv. fourth, to each Class B Member, pro rata in accordance with such Class B 

Member’s Class B Percentage, until the Unpaid Class B Preferred Amount 

with respect to the Class B Units has been reduced to zero;  

 

v. thereafter, fifty percent (50%) to each Class A Member and Class B Member, 

pro rata in accordance with such Class A Member’s and Class B Member’s 

Class A and B Percentage and fifty percent (50%) to the Class C Members, 

pro rata in accordance with such Class C Member’s Class C Percentage.   

 

The Company may make distributions to the Members in an amount sufficient to 

permit the payment of the tax obligations of the Members to the extent not 

previously taken into account for such purpose or distributed to the Members. Any 

such distributions will be taken into account in making subsequent distributions 

to the Members. 

 

There is no assurance that the Company will be able to make distributions in any 

amounts or at any times.  Notwithstanding anything to contrary, final distributions 

shall not occur until all outstanding debts and obligations have been satisfied and 

after such time as prudent in the full discretion of the Board to wind up the affairs 

of the Company. 

 

Authorization to Borrow  

Funds The Company’s Company Agreement provides that the Company may borrow 

significant funds at any time. Such borrowings will be within the Board’s sole and 

absolute discretion. Further, any such borrowings will likely require a security 

interest being granted to the applicable lenders, providing that the lenders would 

be in a superior position with respect to any future liquidation of the Company’s 

assets in comparison with the Members. In addition, any such borrowings likely 

would require priority payments from operating cash flow ahead of all 

distributions made to Members. The amount of leverage utilized by the Company 

could vary and will be determined within the sound discretion of the Board. 

 

 Debt Service Reserve:  If such third-party loans are necessary, it is the intent of 

the Board for the Company to maintain a debt service reserve as may be required 

by the third-party lenders. Such a reserve will impact distributable cash flow to 

Investors.   

 

Sources and Use of Funds Proceeds received from the sale of Class A Units and Class B Units will be used 

by the Company for the Pipeline Project, but investors should understand that their 

aggregate capital investment alone might not achieve our business goals. It might 
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be necessary to source third party loans to implement and fulfill our business 

model. In addition, investors’ funds will be used to provide limited working 

capital for the Company and will also be used to pay certain organization and 

offering costs, and compensation to Silver Wolf for management services 

rendered. 

 

 The following table shows the anticipated allocation of capital expenditures from 

the proceeds from the sale of Units in a successful Maximum Offering and that 

all of the Units are subscribed through FINRA broker-dealers. See “Terms of the 

Offering” and “Plan of Distribution.” 

  

CAPEX Expenditure Projected Budget 

Pipeline Purchase Price $20,000,000 

Closing Due Diligence  $1,000,000 

Phase 1 - Conversion and construction CAPEX  $9,500,000 

Phase 2 – Construction CAPEX $4,250,000 

20% Conversion Construction Contingency $2,750,000 

Pre-Service Operating OPEX $2,000,000 

Total Projected $39,500,000 

 
* Assumes all sales of Units are made through broker-dealers. 

 
1If only the T2 Offering Amount ($30,000,000, including the T1 Offering Amount) is achieved, then 
this assumes that the Company will close on the Pipeline acquisition and seek third-party financing 

from lenders, including but not limited to banks and other private equity sources. 

 

The Company reserves the right to change the allocations of proceeds within these 

categories, or to make other modifications in our business plan as we determine 

is in the best interest of the Partnership. See “Sources and Use of Funds”. 

 

Closings and  

Project Schedule Alternatives The timing of the Closings in this Offering and the purchase and Phase 1 

retrofitting of the Pipeline might be significant to certain subscribing investors if 

certain conditions and certain criteria of the provisions of the Tax Cuts and Jobs 

Act (“TCJA”) and the Coronavirus Aid, Relief, and Economy Security Act 

(“CARES”) applicable to those investors, on an individual case by case basis, are 

met regarding the acquisition and placement of the Pipeline into operational 

service.  

 

The two schedules below provide different potential timelines relative to 

achieving the required Phase 1 funding and retrofitting the Pipeline for it to be 

operational for propane delivery. The Company cannot ensure either timeline or 

schedule will be met or is accurate and neither timeline should be relied upon by 

subscribing investors to the Offering for the availability of any personal tax 

consequences.  

 

NOTHING IN THIS SUMMARY SHOULD BE CONSTRUED AS TAX OR 

LEGAL ADVICE. WE STRONGLY RECOMMEND THAT YOU OBTAIN 

INDIVIDUAL TAX ADVICE. THE INCOME TAX CONSEQUENCES OF 

AN INVESTMENT IN THE CLASS A AND CLASS B UNITS ARE 

COMPLEX AND COULD DEPEND ON YOUR PARTICULAR 

SITUATION.  
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Hypothetical Schedule Scenarios: 

 

1. Early funding and placed into service by December 31, 2020: 

 
 

2. Later funding and placed into service in 2021: 

 

 
The Company cannot guarantee or ensure that under any early funding of the 

Offering that the retrofitting and Phase 1 work on the Pipeline will achieve any 

expectation of placing the Pipeline into service or that any investor in the Offering 

would be able to successfully avail themselves of any tax benefits under the 

TCJA, CARES Act, or the Internal Revenue Code (“IRC”) 

 

Compensation to Silver Wolf  

and Organizer Silver Wolf shall be paid the following fees and compensation: 

 

(a) Organization and Offering Expenses Fee.  (From the Offering Proceeds- 

One-time payment) The Company shall pay to Silver Wolf an O&O Fee in a 

non-accountable amount equal to 2.0% of the initial Capital Contributions of 

the Class A Members and Class B Members, up to $940,000, payable at each 

Closing.   

 

(b) General and Administrative Expenses. (From Operations-Recurring) 

Silver Wolf has budgeted the Company’s monthly general and administrative 

expense (“G&A Expense”) to cover management operations, administrative 
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staff, office and equipment, and legal and accounting, payable from gross 

revenues in the amount of $233,000 per month. The G&A Expense is 

budgeted for inflation adjustments at 2.5% per year. The Company shall pay 

all operating expenses incurred by it and shall reimburse Silver Wolf for any 

expenses incurred by Silver Wolf on behalf of the Company. Operating 

expenses include all expenses of the Company actually and necessarily 

incurred by the Company or by Silver Wolf on behalf of the Company, 

including, without limitation, all bookkeeping and auditing expenses incurred 

in maintaining the Company financial and operational records; expenses of 

preparation and mailing of reports; expenses (including legal fees and 

accounting fees) associated with the preparation and mailing of tax returns to 

Members; legal, accounting, consulting and similar fees for services rendered 

to the Company; all costs of borrowed money and all taxes applicable to the 

Company; travel and related expenses; salaries and related payroll expenses 

for officers and employees of the Company other than Silver Wolf and its 

affiliates; expenses of attorneys, consultants, accountants and other persons 

rendering specialized services; all Damages incurred by the Company or any 

Person entitled to indemnification from the Company; all insurance 

premiums; all other expenses incurred by the Company; and all expenses paid 

by Silver Wolf to other Persons for services rendered on behalf of the 

Company.   

 

 (c) Distributions-Promoted Interest.  Silver Wolf owns all Class C Units and 

for each distribution after the Class A Members and the Class B Members 

receive their Class A Preferred Return and Class B Preferred Return, 

respectively, and the return of total Capital Contributions (100% of their total 

Capital Contributions for all Class A Members and Class B Members), Silver 

Wolf shall receive fifty percent (50%) of all remaining distributions through 

liquidation of the Company.  

 

Thus, if the Company does not provide its Class A Members and Class B 

Members with the Preferred Return and a total return of Capital Contributions 

on their investment, then Silver Wolf receives no distributions or back-end 

payments from the Company.   

 

Management, Administrative 

Support Staff and Other Support  

Personnel Silver Wolf or its affiliates will enter into employment contracts with Anuj Patel, 

Senior Vice President, Corporate Strategy, and Adam Tobia, Senior Vice President, 

Engineering and Operations, and plan to hire an internal marketing professional, an 

office and administration manager, engineering project manager, a maintenance 

manager, an accounting finance controller, and other necessary administrative 

personnel for the Company.  

 

 Silver Wolf may also utilize third-parties, which have no affiliation to Silver Wolf or 

its affiliates, to perform certain back-office administration services for the Company, 

although Silver Wolf retains the right to change its back-office administration service 

providers, or eliminate the services of one at its sole discretion.   

 

The Managing Broker-Dealer will receive all submitted Subscription Agreements, 

digitize them for review and processing, and deposit Investors’ funds into the Escrow 

Account.  

 

The Board will appoint a distribution paying agent for all distributions from the 

operations of the Company.   
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Accounting The Company anticipates utilizing Grant Thornton LLP to perform accounting, 

although the Board retains the right to change accountants, or eliminate the services 

of one at its sole discretion. 

 

Legal Silver Wolf has engaged the law firm of Winston & Strawn LLP and Stephen P. 

Carson, Esq., a sole practitioner licensed in Texas to perform legal services, although 

Silver Wolf retains the right to change legal representation, or eliminate the services 

of one at its sole discretion.  

 

Conflicts of Interest Silver Wolf, including its principals and affiliates, are entitled to pursue, acquire, 

manage and provide services to other business opportunities, including the NGL 

pipeline transportation business, that could compete directly with the business of 

the Company.  In addition, Silver Wolf, including its principals and affiliates may 

participate in similar private placement offerings and manage other business 

entities that could require time, attention and resources away from the 

management of the Company and the Pipeline Project. In all instances of 

operation and management of the Company where potential conflicts arise, Silver 

Wolf will deal fairly with the Company and its investors.  See “Conflicts of 

Interest and Transactions with Related Parties”. 

 

Risk Factors There are substantial risks associated with the purchase of Units in the Company. 

An investment in the Company is suitable only if the investment would not 

constitute a significant portion of your investment portfolio and you can afford 

the loss of your entire investment in the Company. There is no assurance that the 

Company will be able to successfully execute our projected business plans at a 

profit sufficient to return the anticipated investment returns to the investors.  

 

Investors should carefully consider the information under “Risk Factors” 

beginning on page 20 of this Memorandum. 

 

No Transfer of Units There is no market for the Units and no public or private market for the Units is 

likely to develop. The Units have not been registered under state or federal 

securities laws. The Units may not be sold, assigned, pledged or otherwise 

transferred except under specified conditions, including the requirement that the 

Units be registered under the Securities Act, as amended, and all applicable state 

securities laws or that an opinion of counsel satisfactory to the Company be 

rendered to the effect that such registrations are not required. The Units are also 

subject to certain transfer restrictions under the terms of the Company Agreement, 

including the consent of the Board. Because of the restrictions on transfer, the 

Units may not be readily accepted as collateral for a loan. A Member is not entitled 

to require redemption or withdrawal of the Member’s capital account; however, a 

Member subject to ERISA (or a Member that is a “governmental plan” (as 

described in Section 3(32) of ERISA)) may be permitted or required to withdraw 

from the Company, and to receive a distribution in connection therewith, as may 

be necessary or advisable to ensure that the assets of the Company do not 

constitute “plan assets” as determined under ERISA or similar state or local law.  

Consequently, the Units are suitable only for long-term investment by persons 

with no need for liquidity and investors must be able to bear the risk of loss of 

their investment. 

 

ERISA Employee benefit plans and accounts, including those subject to ERISA or 

Section 4975 of the Code, may generally be eligible to purchase Interests in the 

Company subject to the considerations described in this Memorandum. Silver 

Wolf intends to conduct the operations of the Company so that the assets of the 

Company will not be considered “plan assets” of any plan investor. Fiduciaries of 

such plans and accounts are urged to review carefully the matters discussed in this 
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Memorandum and consult with their own legal and financial advisors before 

making an investment decision constitute.  

 

Tax Aspects UNDER CURRENT FEDERAL TAX LAWS AND REGULATIONS, YOU 

WILL BE REQUIRED TO REPORT AND PAY TAXES ON YOUR SHARE 

OF PROFITS ALLOCATED TO YOU BY THE COMPANY EVEN IF YOU 

DO NOT RECEIVE ANY CASH DISTRIBUTIONS. NOTHING IN THIS 

SUMMARY SHOULD BE CONSTRUED AS TAX OR LEGAL ADVICE. 

WE STRONGLY RECOMMEND THAT YOU OBTAIN INDIVIDUAL 

TAX ADVICE. THE INCOME TAX CONSEQUENCES OF AN 

INVESTMENT IN THE CLASS A AND CLASS B UNITS ARE COMPLEX 

AND COULD DEPEND ON YOUR PARTICULAR SITUATION. 

 

 

 

 

 

[The remainder of this page intentionally left blank.] 
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THE COMPANY AND MANAGEMENT 

 

Our Company 

 

The Company was formed on July 28, 2020 as a Delaware limited liability company. Silver Wolf owns one hundred 

percent (100%) of the outstanding Class C Units in the Company. 
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Management 

 

Niel M. Rootare, President & CEO 

 

 

Prior to forming Silver Wolf Midstream, Niel was Vice President of Business 

development at E2 Energy Services, prior to E2 Mr. Rootare served as the Director 

in Midstream Business Development for DTE Energy’s Gas, Storage, and Pipelines 

Group. Mr. Rootare has more than 29 years of experience within the energy industry 

at various levels of responsibility, including management and senior leadership. His 

work has covered several aspects of the industry from natural gas marketing and 

producers’ services to his more recent work with midstream pipelines, gathering, 

and infrastructure development. He has originated and built several companies in 

the Appalachian Basin, successfully monetizing each company for investors. 

 

31 years in the energy industry—successful career starting in 1989 with deregulated 

natural gas marketing at EnTrade Corporation/Tenneco Gas Marketing Company, 

building two marketing and trading company’s under the umbrella of a utility, 

building an independent pipeline and gathering company in the Appalachian Basin 

for legacy upstream oil and gas producers, and successfully monetizing it at 7 times 

invested capital for investors; most recently, the previous 5 years, leading business 

development efforts at DTE Energy Midstream; then joining a private equity 

sponsored portfolio company in 2019 to acquire and manage energy infrastructure 

assets such as the Michigan Express Pipeline. 

 

Mr. Rootare has a Bachelor of Science degree in Economics from Eastern Michigan 

University. 

 

Anuj Patel, Vice President, Corporate Strategy and Development  

 

 

Anuj Patel is responsible for driving growth and business strategy by providing 

leadership in business planning, mergers and acquisitions, and new business 

development.  

 

Prior to joining Silver Wolf Midstream in 2020, Anuj worked at DTE Energy’s 

Corporate Strategy and Development in Michigan.  At DTE Energy, Anuj 

spearheaded business planning, mergers and acquisitions, continuous improvement, 

and gas operations. During his time at Chevron in Houston, Anuj led investment 

strategy around petrochemicals, natural gas, and natural gas liquids.   

 

While at ExxonMobil, Anuj held number of increasing leadership positions 

responsible for Business Evaluation and Development for Gas and Power projects 

in North America, Africa, and Asia and Engineering and Operations for Chemicals. 

 

Anuj earned a Bachelor of Science in mechanical engineering from Drexel 

University, Master of Science in mechanical engineering from Georgia Institute of 

Technology, and Master of Business Administration from University of Texas at 

Austin. 
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Adam M. Tobia, Senior Vice President Operations, Engineering & Safety 

 

 

Adam Tobia is responsible for operations, engineering and safety and brings 

over 19 years of experience working in across the country at Williams, 

MarkWest, and EQT to Silver Wolf. Adam has engineered and constructed 

hundreds of miles of pipeline and over one hundred thousand (100,000) 

horsepower worth of compression in the Marcellus and Utica Shale Plays. 

Throughout his career, Adam has executed operations-based projects for 

multiple processing and fractionation facilities and has been responsible for 

executing and overseeing billions of dollars in completed projects. Adam also 

has experience in building corporate-wide procedures for competitive bidding 

of all work and services, ensuring that capital is used efficiently and making 

the auditing process run smoothly.  

 

Adam earned a Bachelor of Science in chemical engineering and a Master of 

Business Administration from the University of Kansas. 

 

Back Office Support 

 

Silver Wolf will enter into employment contracts with Anuj Patel, Senior Vice President, Corporate Strategy and 

Development, and Adam Tobia, Senior Vice President, Operations, Engineering and Safety, and plan to hire an internal 

marketing professional, an office and administration manager, engineering project manager, a maintenance manager, an 

accounting finance controller, and other necessary administrative personnel for the Company.  

 

Silver Wolf may also utilize third-parties, which has no affiliation to Silver Wolf or its affiliates, to perform certain back-

office administration services for the Company, although Silver Wolf retains the right to change its back-office 

administration service providers, or eliminate the services of one at its sole discretion.   

 

The Managing Broker-Dealer will receive all submitted Subscription Agreements, digitize them for review and processing, 

and deposit Investors’ funds into the Escrow Account.  

 

The Company will appoint a distribution paying agent for all distributions from the operations of the Company.   

 

Accounting  

 

The Company anticipates utilizing Grant Thornton LLP to perform accounting. 

 

Legal 

 

Silver Wolf has engaged the law firm of Winston & Strawn LLP and Stephen P. Carson, Esq., a sole practitioner licensed 

in Texas to perform legal services, although Silver Wolf retains the right to change legal representation, or eliminate the 

services of one at its sole discretion. 

 

 

 

 

[The remainder of this page intentionally left blank.] 
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RISK FACTORS 

 

AN INVESTMENT IN THE UNITS INVOLVES A HIGH DEGREE OF RISK AND IS SUITABLE ONLY FOR 

PERSONS OF SUBSTANTIAL MEANS WHO HAVE NO NEED FOR LIQUIDITY FOR THIS INVESTMENT.  

YOU SHOULD NOT INVEST IN THE UNITS UNLESS YOU CAN AFFORD THE LOSS OF YOUR ENTIRE 

INVESTMENT. YOU SHOULD CAREFULLY READ THIS ENTIRE MEMORANDUM, TOGETHER WITH 

THE DOCUMENTS ATTACHED AS EXHIBITS, AND SHOULD REQUEST COPIES OF DOCUMENTS 

DESCRIBED IN THIS MEMORANDUM BUT NOT ATTACHED, IF YOU WISH TO REVIEW SUCH 

DOCUMENTS, PRIOR TO MAKING A DECISION TO INVEST IN THE COMPANY. YOU SHOULD 

CONSULT WITH YOUR OWN LEGAL AND FINANCIAL ADVISORS BEFORE MAKING A DECISION TO 

INVEST IN THE COMPANY. YOU SHOULD CAREFULLY CONSIDER THE RISK FACTORS DESCRIBED 

HERE BEFORE MAKING A DECISION TO INVEST IN THE COMPANY. IF ANY OF THE EVENTS 

DESCRIBED IN THE FOLLOWING RISK FACTORS ACTUALLY OCCURS, THE VALUE OF THE UNITS 

COULD DECLINE, AND YOU MAY LOSE ALL OR PART OF YOUR INVESTMENT IN THE COMPANY.  

ADDITIONAL RISKS AND UNCERTAINTIES THAT WE DO NOT PRESENTLY KNOW OR THAT WE DO 

NOT DEEM MATERIAL MAY ALSO HARM OUR BUSINESS PROSPECTS, FINANCIAL CONDITION AND 

OPERATING RESULTS, OR PREVENT US FROM ACHIEVING OR SUSTAINING PROFITABILITY.   

 

COVID-19 RISKS 

 

The continuing spread of a new strain of coronavirus (also known as the COVID-19 virus) may adversely affect 

our investments and operations. The World Health Organization has declared the spread of the COVID-19 virus a 

global pandemic, and the President of the United States has declared a national state of emergency in the United States 

in response to the outbreak. Considerable uncertainty still surrounds the COVID-19 virus and its potential effects, and 

the extent of and effectiveness of any responses taken on a national and local level. However, measures taken to limit 

the impact of this coronavirus, including social distancing and other restrictions on travel, congregation and business 

operation have already resulted in significant negative short-term economic impacts. The long-term impact of this 

coronavirus on the U.S. and world economies remains uncertain, but can result in long term infrastructure and supply 

chain disruption, significant reduction of oil and gas demand, as well as dislocation and uncertainty in the financial 

markets that could significantly and negatively impact the global, national and regional economies, the length and 

breadth of which cannot currently be predicted.   

 

Historic Oil Price Collapse Due to COVID-19. 2020 saw the collapse of crude oil prices as demand disappeared due 

to the global economic shutdown that paralyzed the world’s economies. Oil prices fell more than 90% as the industry 

was plagued with overproduction and disappearing demand. On April 20, the May contract for West Texas 

Intermediate (“WTI”) futures fell below zero for the first time, the day before the contract expired. While propane is 

an NGL produced from the processing of natural gas, the overall oil and gas economy impacts the production of and 

supply and demand of propane.  

 

RISKS RELATING TO OUR SPECIFIC BUSINESS  

 

Dependence on Key Personnel. The Company will depend on the services of Mr. Niel Rootare and any other executive 

officers and key employees of Silver Wolf with extensive experience and expertise in the acquisition, project 

management, operational management of midstream NGL pipeline operations on behalf of the investors. See 

“Management.” The loss of their services for any reason could have a material adverse effect on the Company. 

 

Lack of Operating History. The Company has a limited operating history which makes an investment in the Company 

difficult to evaluate. The Company’s prospects will be dependent on its ability to meet a number of challenges. The 

Company’s performance will be primarily dependent on its ability [to obtain long term propane delivery contracts] 

and other factors. If the Company is unable to successfully meet these challenges, its prospects, business, financial 

condition and results of operations would be materially adversely affected.  

 

Volatility of Oil and Gas Markets. The availability of propane or other NGLs to transport through the Company’s 

Pipeline may be subject to the underlying volatility of the oil and gas markets, which directly impact the general level 

of oil and gas exploration and production. The amount of cash flow available for distribution to the Members will 

depend primarily on the Company’s ability to attract necessary volumes of propane for transportation at prices above 
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operating costs. Prices for these commodities have historically been subject to wide fluctuations in response to 

relatively minor changes in supply and demand, market uncertainty and many other factors beyond the control of 

producers. These factors include the following: 

 

• the current uncertainty and ongoing conditions in the global economy; 

 

• changes in global supply and demand for oil, natural gas, natural gas liquids, or NGL, and liquefied natural 

gas; 

 

• political conditions, including embargoes, war or civil unrest affecting foreign oil producing countries; 

 

• the level of global oil and natural gas exploration and production activity, and the pricing decisions made by 

the Organization of Petroleum Exporting Countries (“OPEC”); 

 

• the extent of domestic crude oil and natural gas production and inventories, which have increased over the 

last few years from the use of horizontal drilling and staged completion technologies to accelerate 

development and recovery rates in unconventional resource plays; 

 

• the impact of weather and economic conditions on demand for crude oil and natural gas; 

 

• the level of global oil and natural gas inventories; 

 

• volatile trading patterns in the commodities trading markets; 

 

• the proximity and capacity of pipelines and natural gas processing facilities; 

 

• technological advances affecting energy production and consumption; 

 

• comparative prices and availability of alternative fuels; and 

 

• federal and state regulatory, environmental and conservation programs. 

 

Working Capital Needs. The Company may not retain sufficient working capital from the net proceeds from this 

offering after payment of its sales and start-up costs, pipeline acquisition costs, legal fees and other capital 

expenditures. If the net proceeds of the Offering are below the Maximum Offering Amount, then Silver Wolf could 

cause the Company to incur debt for the necessary capital expenditures to complete the Pipeline Project to an 

operational state. Such borrowings would require the Company to pledge assets to secure the indebtedness. Any 

funded reserves established or debt service paid on borrowed funds will reduce Company cash flow otherwise 

available for distribution to the partners, although Company income allocable to the Members may remain subject to 

federal and state income tax.  

 

The Company may not effectively manage growth. The anticipated growth of the Company’s business will result in 

a corresponding growth in the demands on the Company’s management and its operating infrastructure and internal 

controls.  While the Company is planning for managed growth, any future growth may strain management resources 

and operational, financial, human and management information systems, which may not be adequate to support the 

Company’s operations and will require the Company to develop further management systems and procedures.  There 

can be no guarantee that the Company will be able to develop such systems or procedures effectively on a timely 

basis.  Such growth, if experienced, may expose the Company to greater costs and other risks associated with growth 

and expansion. The Company may be required to hire a broad range of additional employees, including other support 

personnel, among others, in order to successfully advance our operations. In addition, difficulties in effectively 

managing the budgeting, forecasting, and other process control issues presented by such a rapid expansion could harm 

our business, financial condition, and results of operations. The Company may be unsuccessful in its growth-

management efforts, and such failure could have a material adverse effect upon the Company’s business, operating 

results and financial condition. 
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Risks from Reliance on Information Technology. Silver Wolf will rely on information technology to maintain, 

analyze, and process property inventory and operating results, including transportation data, marketing data, customer 

data, and aging of payables to suppliers, and others. In addition, Silver Wolf relies on information technology to 

maintain general accounting, legal, tax, corporate, and similar records, as well as records for managing the Company, 

including amounts paid or payable to Members and third parties. The secure maintenance of this information is critical, 

and substantial disruptions could occur if Silver Wolf’s information technology resources were to fail or were 

compromised or damaged, whether due to a virus, intentional penetration by a third party, hardware or software 

corruption or failure or error, service provider disruption or error, natural disaster, intentional or unintentional 

personnel actions or other causes. A significant disruption in the functioning of these resources could adversely impact 

Silver Wolf’s ability to access, analyze, and process business information, conduct operations in a normal and efficient 

manner, and timely and accurately manage accounts receivable and payable, among other business processes, any of 

which could disrupt Company operations, adversely affect Silver Wolf’s reputation, and require it to incur significant 

expense to address and remediate or otherwise resolve these kinds of issues. 

 

Competition. Competition in the midstream oil and gas industry, and propane transportation and delivery business are 

intense. In particular, Silver Wolf and its affiliates compete with large independent transportation companies and 

regional operators for the equipment, materials and labor required to profitably operate the Pipeline. The demand, 

competition and cost for these operational components can be expected to fluctuate with market conditions and may 

adversely affect the Company’s operations and profitability. 

 

Throughput Risk. The Company is subject to throughput risk, as it might be unable to attract sufficient quantities of 

propane to generate substantial profits. Since the Company’s transportation contracts will likely not have a minimum 

volume requirement, the Company’s operating revenues will be derived from the actual quantities of propane 

transported. A decrease in volumes transported can directly and adversely affect our future revenues and earnings. 

Factors such as changing market fundamentals, capacity bottlenecks, operational incidents, regulatory restrictions, 

system maintenance and increased competition can all impact the utilization of our assets. Throughput risk is a 

significant risk to the Company’s business. 

 

Commodity Price Risk. The Company is subject to commodity price risk, which is the risk that changes in crude oil, 

natural gas, and NGL prices will have a negative effect on the Company business. A reduction in commodity prices, 

especially a lengthy and severe one, could lead to a reduction in the number of new wells drilled, resulting in reduced 

quantities of NGLs, including propane, which could reduce the volumes of propane available to pass through the 

Company’s pipeline. 

 

Litigation costs and the outcome of litigation could have a material adverse effect on the Company’s business. 

From time to time, the Company may be subject to litigation claims through the ordinary course of its business 

operations regarding, but not limited to regulatory matters, environmental matters, personal injury, casualty losses, 

and others.  Litigation to defend the Company against claims by third parties, or to enforce any rights the Company 

may have against third parties, may be necessary, which could result in substantial costs and diversion of the 

Company’s resources, causing a material adverse effect on its business, financial condition and results of operations.  

With reference to the heading “Legal Proceedings,” the Company is not aware of any current material legal 

proceedings outstanding, threatened or pending as of the date hereof by or against the Company, given the nature of 

its business, it is, and may from time to time in the future be, party to various, and at times numerous, legal, 

administrative and regulatory inquiries, investigations, proceedings and claims that arise in the ordinary course of 

business. Because the outcome of litigation is inherently uncertain, if one or more of such legal matters were to be 

resolved against the Company for amounts in excess of management’s expectations, the Company’s results of 

operations and financial condition could be materially adversely affected. 

 

Delays in Construction or Permitting for Facilities. The Company’s plans include certain improvements and 

construction of associated facilities to the Pipeline including tank storage, pumping stations and terminals. Any delays 

in the permitting or construction of these facilities could delay the generation of revenues and have a material adverse 

effect on the Company’s operating results.   

 

The Company is subject to operating and litigation risks that could adversely affect its operating results to the 

extent not covered by insurance. The Company’s operations are subject to all operating hazards and risks incident to 

handling, storing, transporting and providing customers with combustible products such as propane. As a result, the 
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Company likely will be, a defendant in legal proceedings and litigation arising in the ordinary course of business. The 

Company will maintain insurance policies with insurers in such amounts and with such coverages and deductibles as 

it believes are reasonable and prudent. However, the Company’s insurance may not be adequate to protect it from all 

material expenses related to potential future claims for personal injury and property damage. In addition, the 

occurrence of a serious accident, whether or not the Company is involved, may have an adverse effect on its customers’ 

desire to use its Pipeline. 

 

The Company’s operations are subject to compliance with environmental laws and regulations that can adversely 

affect the Company’s results of operations and financial condition. The Company’s operations are subject to 

stringent environmental laws and regulations of federal, state, and local authorities. Such environmental laws and 

regulations impose numerous obligations, including the acquisition of permits to conduct regulated activities, the 

incurrence of capital expenditures to comply with applicable laws, and restrictions on the handling, transfer tank 

storage, and transportation of propane and other NGLs. Failure to comply with such environmental laws and 

regulations can result in the assessment of substantial administrative, civil, and criminal penalties, the imposition of 

remedial obligations and even the issuance of injunctions restricting or prohibiting the Company’s activities. Certain 

environmental laws impose strict, joint and several liability for costs required to clean up and restore sites where 

hazardous substances have been disposed or otherwise released. In the course of the Company’s operations, materials 

or wastes may have been spilled or released from properties owned or leased by the Company or on or under other 

locations where these materials or wastes have been taken for disposal. In addition, many of the properties owned or 

leased by the Company were previously operated by third parties whose management, disposal, or release of materials 

and wastes was not under the Company’s control. Accordingly, the Company may be liable for the costs of cleaning 

up or remediating contamination arising out of its operations or as a result of activities by others who previously 

occupied or operated on properties now owned or leased by the Company. It is also possible that implementation of 

stricter environmental laws and regulations in the future could result in additional costs or liabilities to the Company 

as well as the industry in general. 

  

Since weather conditions may adversely affect the demand for propane, the Company’s financial condition and 

results of operations are vulnerable to, and will be adversely affected by, warm winters. Weather conditions have a 

significant impact on the demand for propane because the Company’s Pipeline is used to transport propane to third-

party company that deliver propane to their customers, who depend on propane principally for heating purposes. As a 

result, warm weather conditions could adversely impact the Company’s operating results and financial condition. 

Actual weather conditions can substantially change from one year to the next. Furthermore, warmer than normal 

temperatures in Michigan, where the Company operates could significantly decrease the total volume of propane it 

transports. Consequently, the Company’s operating results may vary significantly due to actual changes in 

temperature.  

 

Sudden and sharp propane price increases may adversely affect the Company’s profit margins. The propane 

industry is a “margin-based” business in which gross profits depend on the excess of sales prices over supply costs. 

The Company has no control over supply or market conditions. Extended wholesale price increases could reduce 

pipeline demand, and thereby reduce the Company’s gross profits. In addition, an extended price increase could 

encourage propane retail customers to conserve use or convert to alternative energy sources, which would impact our 

gross profits. 

 

Competition from other energy sources may cause the Company to lose customers, thereby reducing its revenues. 

Competition from other energy sources, including natural gas and electricity, has been increasing as a result of reduced 

regulation of many utilities, including natural gas and electricity. Propane is generally not competitive with natural 

gas in areas where natural gas pipelines already exist because natural gas is a less expensive source of energy than 

propane. The gradual expansion of natural gas distribution systems and availability of natural gas in many areas that 

previously depended upon propane could cause the Company to lose customers, thereby reducing its revenues. 

  

The Company’s business would be adversely affected if storage or transportation service at its planned storage 

facilities or its Pipeline is interrupted. Any significant interruption in the service at the Company’s facilities would 

adversely affect its ability to attract its customers’ propane for transport and would adversely affect its revenues. 
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If our customers are not able to sell propane that they have purchased through wholesale supply agreements to 

either their own retail propane customers or to other retailers and wholesalers, the results of their operations would 

adversely affect our operating results. The Company will enter into propane transportation contracts with third party 

propane companies, which require retail sales to continue to use the Company’s Pipeline services. Any third-party 

propane company’s inability to sell its propane supply in their own propane distribution business, to other retail 

propane distributors or to other propane wholesalers would have a substantial adverse impact on the demand for further 

transportation services of the Company’s Pipeline.  

  

Energy efficiency and new technology may reduce the demand for propane and adversely affect the Company’s 

operating results. Increased conservation and technological advances, including installation of improved insulation 

and the development of more efficient furnaces and other heating devices, have adversely affected the demand for 

propane by retail customers. Future conservation measures or technological advances in heating, conservation, energy 

generation or other devices might reduce demand for propane and adversely affect the Company’s operating results. 

  

Due to the Company’s limited asset diversification, adverse developments in its propane business could adversely 

affect the Company’s operating results and reduce its ability to make distributions to its unitholders. The Company 

will solely rely on the revenues generated from its propane transportation business. Due to the Company’s limited 

asset diversification, an adverse development in this business would have a significantly greater impact on the 

Company’s financial condition and results of operations than if it maintained more diverse assets. 

 

The Company is exposed to the credit risk of its customers, and an increase in the nonpayment and nonperformance 

by its customers could negatively affect the Company’s business. Risks of nonpayment and nonperformance by the 

Company’s propane storage facility and transportation customers are a major concern in its business. The Company 

is subject to risks of loss resulting from nonpayment or nonperformance by its customers. Any increase in the 

nonpayment and nonperformance by the Company’s customers could negatively affect its business. 

  

The Company may not be able to retain existing customers or acquire new customers, which would reduce The 

Company’s revenues and limit our future profitability. The renewal or replacement of existing contracts with the 

Company’s customers at rates sufficient to maintain current revenues and cash flows depends on a number of factors 

beyond the Company’s control, including competition from other pipelines and storage providers, and the price of, 

and demand for, NGLs in the markets the Company serves. The inability of The Company’s management to renew or 

replace its current contracts as they expire and to respond appropriately to changing market conditions could have a 

negative effect on the Company’s profitability. 

  

The fees charged by the Company to third parties under transmission, transportation and storage agreements may 

not escalate sufficiently to cover increases in costs and the agreements may not be renewed or may be suspended 

in some circumstances. The Company’s costs may increase at a rate greater than the rate that the fees the Company 

charges to third parties are subject to tariff and rate approval by FERC. Furthermore, third parties may not renew their 

contracts with the Company. Additionally, some third parties’ obligations under their agreements with the Company 

may be permanently or temporarily reduced upon the occurrence of certain events, some of which are beyond the 

Company’s control, including force majeure events wherein the supply of either natural gas, are curtailed or cut off. 

Force majeure events include (but are not limited to) revolutions, wars, acts of enemies, embargoes, import or export 

restrictions, strikes, lockouts, fires, storms, floods, acts of God, explosions, mechanical or physical failures of the 

Company’s equipment or facilities or those of third parties. If the escalation of fees is insufficient to cover increased 

costs, if third parties do not renew or extend their contracts with the Company or if any third party suspends or 

terminates its contracts with the Company, the Company’s financial results would be negatively impacted. 

  

The Company’s business would be adversely affected if operations at any of its facilities were interrupted. The 

Company’s operations are dependent upon the infrastructure that it has developed, including, storage facilities and 

various means of transportation. Any significant interruption at these facilities or pipeline or the Company’s or its 

customers’ inability to transmit NGLs or propane to or from these facilities or pipeline for any reason would adversely 

affect the Company’s results of operations. Operations at the Company’s facilities could be partially or completely 

shut down, temporarily or permanently, as the result of any number of circumstances that are not within the Company’s 

control, such as: 
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• unscheduled turnarounds or catastrophic events at the Company’s physical plants; 

 

• labor difficulties that result in a work stoppage or slowdown; and 

 

• a disruption in the supply of propane to the Company’s transfer tanks or Pipeline. 

 

RISKS RELATED TO REGULATION 

 

Risks Associated with Current Government Regulation. The midstream oil and gas and pipeline transportation business 

is subject to broad federal and state laws and regulations that could adversely affect the Company. Regulation of the oil 

and gas industry, the intrastate and interstate pipeline transportation industry, and claims for damages to properties, 

employees and other persons, or the environment resulting from the Company’s pipeline and storage operations could 

result in substantial future costs and liabilities adversely affecting the Company’s cash flows and financial position. In 

particular, stringent federal, state and local laws and regulations governing the release of materials into the environment 

or otherwise relating to environmental protection may restrict the Company’s ongoing activities and impose substantial 

liabilities for pollution that may result from our operations.  Failure to comply with these laws and regulations may result 

in the assessment of administrative, civil and criminal penalties, the imposition of investigatory or remedial obligations 

or injunctive relief. Under existing environmental laws and regulations, the Company could be held strictly liable for the 

removal or remediation of previously released materials or property contamination on its real property regardless of 

whether the release resulted from the Company’s operations or were in compliance with all applicable laws at the time 

they were performed. Changes in environmental laws and regulations occur frequently, and any changes that result in 

more stringent or costly waste handling, storage, transport, disposal or cleanup obligations could require significant 

expenditures to maintain compliance, with a material adverse effect on the Company’s financial condition and results of 

operations.  

 

Federal, state or local regulatory measures could adversely affect the Company’s business. The Company’s 

operations are subject to federal, state and local regulatory authorities. Specifically, the Company’s propane storage 

facility, Pipeline and related assets are subject to the regulation of the FERC. 

  

FERC has authority to regulate the Company’s facilities that provide propane pipeline transportation services in 

interstate commerce, including storage services. Natural gas companies may not charge rates that have been 

determined not to be just and reasonable by the FERC. In addition, the FERC prohibits natural gas companies from 

unduly preferring or unreasonably discriminating against any person with respect to pipeline transportation rates or 

terms and conditions of service. Pursuant to FERC’s jurisdiction over rates, existing rates may be challenged by 

complaint and proposed rate increases may be challenged by protest. The Marysville facility may have market-based 

rate authority from the FERC. 

  

Any loss of the Company’s market-based rate authority, could have an adverse impact on the Company’s revenues. 

  

We cannot assure you that FERC will continue to pursue its approach of pro-competitive policies as it considers 

matters such as pipeline rates and rules and policies that may affect rights of access to natural gas transportation 

capacity, transportation and storage facilities. Any successful complaint or protest against the Company’s rates or loss 

of our market-based rate authority could have an adverse impact on the Company’s revenues associated with providing 

storage services. Failure to comply with applicable regulations could result in the imposition of administrative and 

criminal remedies and civil penalties. 

 

Regulation of Greenhouse Gases. In December 2009, the Environmental Protection Agency (the “EPA”) published 

its findings that emissions of greenhouse gases (“GHGs”) present a danger to public health and the environment by 

contributing to warming of the earth’s atmosphere and other climatic conditions. Based on these findings, the EPA 

has adopted far-reaching regulations under the federal Clean Air Act that restrict the emissions of GHGs from a wide 

range of industries, including the oil and gas industry. For example, the EPA adopted rules requiring the monitoring 

and reporting of GHGs from certain sources, including onshore and offshore oil and natural gas production facilities. 

Also, Congress has from time to time considered legislation to reduce emissions of GHGs, and many states have taken 

legal measures to reduce emissions of GHGs, primarily through the planned development of GHG emission 

inventories or regional GHG cap and trade programs. The adoption of any legislation or regulations that require 

reporting of GHGs or restrict their emissions in our operating area could result in added costs to reduce GHG emissions 
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and potential exposure to liability for any noncompliance. While the Company’s Pipeline is not a traditional oil and 

natural gas production facility, the potential for the release of propane into the air from a leak in the Pipeline or at our 

proposed storage facility could cause a similar type of regulatory reporting or actions. 

 

Environmental Risks. The Company’s pipeline and facilities will be subject to oversight by host of federal, state, and 

local environmental agencies. Given the volatile nature of the propane product that the Company will transport, there 

is a possibility of a pipeline leak or propane fire. Any material leak or fire could lead to downtime, expensive repairs, 

massive fines and lawsuits that could have a material adverse impact on the financial condition of the Company. 

 

RISKS RELATED TO OUR OFFERING AND COMPANY STRUCTURE 

 

Illiquidity and Transfer Restrictions. There will be no market for the Units, and the Members will not be able to resell 

their Units readily, if at all. In addition, transfers of Units are substantially restricted by provisions of the Company 

Agreement. A transfer of Units may involve adverse tax consequences, including the recapture of depreciation 

deductions from the Company. See “Federal Income Tax Considerations.” 

 

Conflicts of Interest. Silver Wolf and its affiliates may serve as the manager of other NGL pipeline ventures, and 

Silver Wolf and Mr. Niel Rootare also conduct business operations both within and outside of the midstream oil and 

gas industry for their own account. See “Management.” As a result, Silver Wolf and Mr. Rootare may be faced with 

conflicting demands on the time and efforts of its management and staff. In addition, there are conflicts of interest 

between the Members and Silver Wolf that are inherent in the structure of the Company. Other than certain guidelines 

set forth in “Conflicts of Interest,” Silver Wolf has no established procedures to resolve a conflict of interest, and the 

Company will not have an independent governance committee to represent the interests of the Members. Various 

conflicts of interest between the Company and Silver Wolf such as those described below and in “Conflicts of Interest” 

may not be resolved by Silver Wolf as favorably to the unitholders as they might be by an independent governance 

committee. 

 

• Compensation. The compensation that Silver Wolf will receive from the Company has been determined by 

the Company without input from any unaffiliated third party dealing at arm’s length on behalf of the 

Members. See “Compensation.” 

 

• Compliance with Transaction Agreements. Silver Wolf must monitor and enforce its own compliance with 

the Company Agreement on behalf of the Company and the Members. The Members will have limited rights 

or practical ability to monitor or enforce compliance with those obligations.  

 

• Tax Compliance. If Silver Wolf represents the Company before the Internal Revenue Service (the “IRS”), as 

tax matters partner, it could face conflicts in determining whether to expend Company funds to contest any 

adjustment proposed by the Service to claimed deductions or allocations of tax items, since this would 

proportionately reduce its own distributions as well as the Members’ distributions from the Company. 

 

• Other Activities. As a result of its planned activities as Silver Wolf for other sponsored ventures both within 

and outside of the midstream oil and gas industry, as well as maintaining operations for its own account, 

Silver Wolf may be faced with conflicting demands on the time and efforts of its management and staff.  

 

Exculpation and Indemnification of Principals. Certain provisions of the Company Agreement could have the effect 

of protecting Silver Wolf and its affiliates from liability. In addition, the Company Agreement requires the Company 

to indemnify Silver Wolf and its affiliates, to the extent permitted by law, against judgments and amounts paid in 

settlement, costs, and expenses (including legal fees and expenses) incurred by the indemnified parties if they acted 

in good faith and in a manner they reasonably believed to be in, or not opposed to, the best interests of the Company 

and if their conduct did not constitute gross negligence or willful misconduct. These provisions could result in reducing 

the assets of the Company and limiting available remedies of the Members. 

 

Lack of Independent Representative for Members. No independent representative was selected or hired to represent 

the interests of the Members in structuring the Company or negotiating the terms of the selling agent agreements and 

the Company Agreement. The terms of these agreements may therefore be less favorable to the Members than the 

terms that an independent representative could have negotiated for them. 
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Lack of Member Management Rights. The Members will have no right to participate in the management of the 

Company, which is delegated solely to the Board. Members will have certain approval rights, without which the 

Company cannot take or agree to take certain major actions.  See “Summary of the Company Agreement.” 

 

Dependence on Key Personnel. The Company will depend on the services of Mr. Niel Rootare and any other executive 

officers and key employees of Silver Wolf with extensive experience and expertise in the acquisition, project 

management, operational management of midstream NGL pipeline operations on behalf of the investors. See 

“Management.” The loss of their services for any reason could have a material adverse effect on the Company. 

 

Receipt of Compensation Regardless of Profitability. Silver Wolf is entitled to receive certain significant fees and 

other compensation, payments and reimbursements regardless of whether the Company operates at a profit or a loss.   

 

Loss on Dissolution and Termination. In the event of a dissolution or termination of the Company, the proceeds 

realized from the liquidation of the assets of the Company will be distributed among the Members, but only after 

payment of all loans and other obligations of the Company. The ability of a Member to recover all or any portion of 

such Member’s investment in the Company under such circumstances will, accordingly, depend on the amount of net 

proceeds realized from such liquidation and the amount of any claims to be satisfied therefrom.  There can be no 

assurance that the Company will recognize gains on such liquidation. 

 

Liability of Members.  In general, Members of the Company may be liable for the return of a distribution to the extent 

that the Member knew at the time of the distribution that after such distribution, the remaining assets of the Company 

would be insufficient to pay the then outstanding liabilities of the Company (exclusive of liabilities to Members on 

account of their limited liability company interests and liabilities for which the recourse of creditors is limited to 

specified property of the limited liability company).  Otherwise, Members are generally not liable for the debts and 

obligations of the Company beyond the amount of the capital contributions they have made or are required to make 

under the Company Agreement. 

 

Indemnification and exoneration of Silver Wolf could reduce or deplete our assets.  The Board and Silver Wolf will 

have no liability to the Members, and may be indemnified out of the Company’s assets for any act or omission 

performed or omitted by it which may cause loss or damage to the Company, subject to certain conditions. 

Indemnification payments are recoverable only out of the Company’s assets. Any such indemnification could reduce 

or deplete the Company’s assets and harm its ability to pay distributions.   

 

You should not rely on projections or opinions.  No one has been authorized to make any projections or express any 

opinion concerning future events except as set forth within this Memorandum and any other document provided by 

Silver Wolf in connection with the placement of these Units. You should not rely on any oral representations that are 

inconsistent with the information provided in this Memorandum and any other document provided by Silver Wolf.  If 

any representation differs from the written data provided, you must not rely on it. Opinions of possible future events 

are based upon various subjective determinations and assumptions. All projections by their very nature are inherently 

subject to uncertainty and you should understand that written projections, if provided, may not be achieved, that 

underlying assumptions may prove inaccurate, and that operations of the Company may be unprofitable for any 

number of reasons. 

 

There is no independent representation of investors. The interests of investors who become Class A Members and 

Class B Members have not been separately represented by legal counsel or others in connection with the organization 

of the Company and the offering of Units. Counsel for Silver Wolf, the Company and the Managing Broker Dealer 

expressly disclaim any representation of the investors.  Accordingly, the terms of the Offering, or of the Units, or the 

management of the Company may not have been structured in the most favorable manner to the investors and may 

not include legal protections for the investors which could have been obtained if the investors had retained independent 

counsel.  
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RISKS RELATED TO AN INVESTMENT IN THE UNITS 

 

Special Risk Related to an Investment in Class A Units.  The Class A Members are at extreme risk of losing their 

entire investment in the Company given the terms of the Offering are such that once the Tranche One Offering is 

subscribed at $2,000,000, the Company will access those funds to place an all-at-risk escrow deposit down on the 

Pipeline under the terms of the PSA, and to pay certain Company expenses, and to pay certain expenses related to this 

Offering. If after placing the escrow deposit the Company is unable to sufficiently close the Tranche Two Offering, 

or access other purchase monies from another third party outside the Offering, then it is highly likely that the escrow 

deposit would be totally lost and the Class A Members would lose all their respective investment. Neither the 

Company, the Board, Silver Wolf or its affiliates is guaranteeing a successful result of the Offering. In light of this 

extreme risk, the Company is offering a substantial Class A Preferred Return, and a priority return of Capital 

Contributions, each commensurate with such risk.  

 

Speculative Investment. The Company’s business objectives must be considered highly speculative, and there is no 

assurance that the Company will satisfy those objectives. No assurance can be given that the Members will realize a 

substantial return, if any, on their purchase of Units or that the Members will not lose their entire investment in the 

Company. For this reason, prospective purchasers should read this Memorandum and all exhibits to this Memorandum 

carefully and should consult with their attorneys or business advisors. 

 

The Units to be issued in this Offering will be restricted and are not transferable. The Units have not been registered 

under applicable federal or state securities laws and will be issued in reliance on exemptions from the registration 

requirements of such laws. The Units may not be sold, assigned, pledged or otherwise transferred except under 

specified conditions, including the requirement that the Units be registered under the Securities Act, as amended, and 

all applicable securities laws of states or other jurisdictions or that an opinion of counsel satisfactory to the Company 

be rendered to the effect that such registrations are not required. Because of the restricted nature of the Units, they 

may not be readily accepted as collateral for a loan. Consequently, the Units are suitable only for long-term investment 

by persons with no need for liquidity. 

 

The Units will be subject to additional restrictions on resale and transfer. The Units will be subject to restrictions 

on resale and transfer under the Company Agreement. Such restrictions could prevent or delay a transfer of any interest 

in the Company or reduce the amount of proceeds that might otherwise be realized from a sale. You should not invest 

in the Company if you anticipate you will need to sell the investment in the near future.   

 

There is no public or private market for the Units. There is no public or private market or market price for the Units.  

Furthermore, it is unlikely that a market for the Units will develop after completion of this Offering, or that you will 

be able to readily resell the Units at a price at or above the offering price. In addition, we will not undertake to provide 

information that would facilitate a resale under Rules 144 or 144A. Any attempted sale would be subject to the 

restrictions on resale described above. You should be aware that you will be required to bear the financial risks of an 

investment in the Units for an indefinite period of time.   

 

Dilution. Members admitted to the Company at subsequent closings and/or increasing their commitments to the 

Company at a subsequent closing will participate in the then-existing investments of the Company, thereby diluting 

the interest of existing Members in such investments. There can be no assurance payments made by new Members 

will reflect the fair value of the Company’s existing investment at the time such additional Members subscribe for 

their Units.  

 

Estimates, Opinions and Assumptions. No representation or warranty can be given that the estimates, opinions or 

assumptions made herein will prove to be accurate. Any such estimates, opinions or assumptions should be considered 

speculative and are qualified in their entirety by the information and risks disclosed in this Memorandum. The 

assumptions and facts upon which any estimates or opinions herein are based are subject to variations that may arise 

as future events actually occur. There is no assurance that actual events will correspond with the assumptions.  

Potential investors are advised to consult with their tax and business advisors concerning the validity and 

reasonableness of the factual, accounting and tax assumptions. Neither the Silver Wolf nor any other person or entity 

makes any representation or warranty as to the future profitability of the Company. 
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The offering price is arbitrary. The offering price of the Units was arbitrarily fixed by the Company based solely 

upon the Company’s presently contemplated financial needs. No investment banker, financial advisor or other 

appraiser was consulted regarding such price. Similarly, the offering price bears no relationship to the existing or pro 

forma assets, book value, net worth or possible future earnings of the Company.   

 

Investing in private placements like this Offering involves significant risks not present in investments in public 

offerings. Investing in private placements involves a high degree of risk. Securities sold through private placements 

are typically not publicly traded and, therefore, are less liquid. Additionally, investors will receive restricted securities 

that are subject to holding period requirements. Companies seeking private placement investments tend to be in earlier 

stages of development and have not yet been fully tested in the public marketplace. Investing in private placements 

requires high risk tolerance, low liquidity concerns, and long-term commitments. Investors must be able to afford to 

lose their entire investment. Investment products are not FDIC insured, may lose value, and there is no bank guarantee. 

 

Affiliates of the Company, including Silver Wolf, may invest in this Offering and their funds will be counted toward 

the Company achieving the Minimum Offering. There is no restriction on affiliates of the Company, including Silver 

Wolf, from investing in the Offering. As a result, it is possible that if the Company has raised some funds, but not 

reached the Minimum Offering, affiliates can contribute the balance so that there will be a closing. The Minimum 

Offering is typically intended to be a protection for investors and gives investors confidence that other investors, along 

with them, are sufficiently interested in the Offering and the Company, and its prospects to receive investments of at 

least the Minimum Offering. By permitting affiliates to invest in the offering and make up any shortfall between what 

non-affiliate investors have invested and the Minimum Offering, this protection is largely eliminated. Investors should 

be aware that no funds other than their own and those of affiliates investing along with them may be invested in this 

Offering. 

 

TAX RISKS 

 

An investment in our Units involves certain material income tax risks. We urge you to consult with your own 

tax advisor with respect to the federal, state and foreign tax consequences of an investment in our Units. We 

will not seek any rulings from the IRS regarding any of the tax issues discussed herein. Further, we will not 

seek and have not obtained an opinion from tax counsel regarding the material federal income tax issues 

relating to an investment in our Units.   

 

Tax liabilities may be greater than cash distributions. As a Member, you will be required to report your allocable 

share of our taxable income on your personal tax return, regardless of whether you have received any cash distributions 

from us. We may determine that all or part of cash from operations should be retained rather than distributed to 

Members. You will be liable for income tax on your share of Company income or gain but may not receive cash 

distributions equal to that liability. 

 

Company expenses may not be deductible by Members.  Some of the organization and offering expenses and similar 

costs may be subject to substantial restrictions on deductibility for federal income tax purposes. The Board will 

determine, in its discretion, how to classify these amounts for federal income tax purposes.   

 

Your allocable share of net income may be subject to net investment income tax.  You may be liable for the net 

investment income tax of 3.8% on net investment income derived from the Company even if you do not receive 

distributions from the Company.  

 

Successive Owners of Units.  As between successive owners of Units, net income and net loss will be allocated (for 

income tax and other purposes) as provided in the Company Agreement, to the extent permitted under the Code, 

regardless of the dates upon which cash distributions are made to the Members or the amount of any such cash 

distributions.  The purchaser or seller of Units may, accordingly, be required to report a share of the Company’s net 

income on such person’s personal income tax return, even though such person receives no cash distribution during the 

period in which the Units were held or, if such person has received any cash distributions, even though the amounts 

of such distributions bear no relation to the amount of net income that such person is so required to report.   
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Loss of partnership tax status could result in reduced cash distributions.  The ability to obtain the income tax 

attributes anticipated from an investment in our Units depends upon our classification as a partnership for federal 

income tax purposes and not as an association taxable as a corporation. We believe that the Company will be classified 

as a partnership for federal income tax purposes, but such classification may be subject to challenge by the IRS.  

 

Taxation on disposition of Units could cause you to recognize income when the consideration you receive is less 

than your Capital Contribution.  In the event of a sale or other disposition of a Unit (other than through gift or 

inheritance), you will recognize taxable income (or loss) equal to the difference between the consideration received 

and the basis in the Unit rather than the amount of your Capital Contribution. It is possible that you could recognize 

income on a sale of your Unit even if the consideration received is less than or equal to your Capital Contribution. 

 

Tax-exempt Members of the Company are expected to recognize substantial amounts of “unrelated business 

taxable income”. An organization that is otherwise exempt from U.S. federal income tax is nonetheless subject to 

taxation with respect to its unrelated business taxable income (“UBTI.”) It is expected that substantially all of the 

Company’s income will be treated as UBTI. Accordingly, tax-exempt Members of the Company are expected to 

recognize significant UBTI. For certain types of tax-exempt entities, the receipt of any UBTI might have extremely 

adverse consequences. For example, for a charitable remainder trust, UBTI is subject to a special excise tax equal to 

the amount of the UBTI. Tax-exempt investors are strongly urged to consult their tax advisors regarding the tax 

consequences of owning Units. 

 

Non-U.S. Members of the Company are expected to recognize substantial amount of effectively connected income. 

It is expected that substantially all of the Company’s income will constitute effectively connected income. 

Accordingly, non-U.S. Members generally would be required to (i) file a U.S. federal income tax return for such year 

reporting their allocable portion, if any, of the Company’s income or loss effectively connected with such trade or 

business and (ii) pay U.S. federal income tax at regular U.S. tax rates on any such income. Non-U.S. Members that 

are corporations also would be required to pay branch profits tax at a 30% rate (or lower rate provided by applicable 

treaty). 

 

Information for tax returns may be delayed.  Although the Company will endeavor to provide Schedule K-1s to the 

Members as soon as practical after determination of the appropriate tax information, it is possible that the Company 

will not determine the information in time to distribute Schedule K-1s to the Members prior to April 15th of each year. 

As a result, it is possible that Members would be required to obtain extensions of the filing date for their income tax 

returns at the federal, state and local levels.  

 

Allocations of Net Income and Net Loss.  In order for the allocations of income, gains, deductions, losses and credits 

under the Company Agreement to be recognized for tax purposes, such allocations must possess substantial economic 

effect. No assurance can be given that the IRS will not claim that such allocations lack substantial economic effect. If 

the IRS were to successfully challenge the allocations, Members could be required to report greater taxable income or 

less taxable loss, be required to file amended returns, and pay more tax with penalties and interest. 

 

We might be audited, which could result in increased tax, interest and penalties.  The IRS may audit our federal 

income tax returns.  Any audit of us could also result in an audit of your own tax return causing adjustments of items 

related to an investment in our Units, as well as items unrelated to an investment in our Units.  In the event of any 

such adjustments, you might incur attorneys’ fees, court costs and other expenses contesting deficiencies asserted by 

the IRS. You might also be liable for interest on any underpayment and certain penalties from the date the tax originally 

was due. In the event of an audit, the tax treatment of all items of our limited liability company would be determined 

at the Company level in a single proceeding rather than in separate proceedings with each Member, and our Silver 

Wolf is primarily responsible for contesting federal income tax adjustments proposed by the IRS. Our Silver Wolf 

may extend the statute of limitations on Company tax matters as to all Members, and may bind the Members to a 

settlement with the IRS regarding Company tax matters.   

 

New Rules Regarding U.S. Federal Income Tax Liability Resulting from IRS Audits. U.S. federal income taxes 

arising from an IRS audit will be paid by the Company, absent an election to the contrary. In addition, a partnership 

representative will have the power to act on behalf of the Company and the Members in all IRS audits and other 

proceedings involving the Company’s U.S. federal income, loss, deductions, and credits. 
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Future tax legislative or regulatory action may adversely impact us. Numerous legislative, judicial and 

administrative changes have been made in the provisions of the federal income tax laws applicable to investments 

similar to an investment in our Units.  Additional changes to the tax laws are likely to continue to occur, and we cannot 

assure you that any such changes will not adversely affect the taxation of a Member. Any such changes could have an 

adverse effect on an investment in our Units. You are urged to consult with your own tax advisor with respect to 

impact of recent legislation on your investment in our Units and the status of legislative, regulatory or administrative 

developments and proposals and their potential effect on an investment in our Units.  

 

Class A Members and Class B Members may be liable for state and local taxes. A Member may incur tax liability 

with respect to Company income in the state and locality in which he or she resides.  Members should consult with 

their own tax advisors concerning the state and local tax consequences of participation in the Company.    

 

THE FOREGOING RISK FACTORS DO NOT PURPORT TO BE A COMPLETE EXPLANATION OF ALL 

OF THE RISKS INVOLVED IN THE INVESTMENT. THERE MAY BE RISKS OF WHICH THE 

COMPANY IS NOT AWARE AT THIS TIME.  THE RISKS DESCRIBED ABOVE SHOULD NOT BE 

CONSIDERED EQUALLY LIKELY OR EQUALLY ADVERSE.  YOU SHOULD READ THIS PRIVATE 

PLACEMENT MEMORANDUM IN ITS ENTIRETY BEFORE DETERMINING WHETHER TO 

SUBSCRIBE FOR THE UNITS.    
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CERTAIN ERISA AND OTHER BENEFIT PLAN INVESTOR CONSIDERATIONS 

 

THE FOLLOWING SUMMARY OF CERTAIN ASPECTS OF ERISA IS BASED UPON ERISA, JUDICIAL 

DECISIONS, DEPARTMENT OF LABOR REGULATIONS AND RULINGS IN EXISTENCE ON THE DATE 

HEREOF.  THIS SUMMARY IS GENERAL IN NATURE AND DOES NOT ADDRESS EVERY ERISA ISSUE 

THAT MAY BE APPLICABLE TO THE COMPANY OR A PARTICULAR INVESTOR. ACCORDINGLY, EACH 

PROSPECTIVE INVESTOR SHOULD CONSULT WITH ITS OWN COUNSEL IN ORDER TO UNDERSTAND 

THE ERISA ISSUES AFFECTING THE COMPANY AND THE INVESTOR. 

 

General 

 

Persons who are fiduciaries with respect to a U.S. employee benefit plan or trust within the meaning of, and subject 

to, the provisions of ERISA (an “ERISA Plan”), or a plan within the meaning of and subject to Section 4975 of the 

Code, such as an individual retirement account or a Keogh plan (a “Code Plan”) should consider, among other things, 

the matters described below before determining whether to invest in the Company. The provisions of ERISA are 

complex and their application to an investment in the Company should be reviewed by the appropriate representatives 

of any prospective investor that is an ERISA Plan or a Code Plan (each a “Plan”).  In particular, each such prospective 

investor should consult with their own legal counsel concerning the application of ERISA and the Code to their 

investment in the Company. The following is intended to be a summary only and is not a substitute for careful planning 

with a professional.  

 

Fiduciary Matters 

 

ERISA imposes certain general and specific responsibilities on persons who are fiduciaries with respect to an ERISA 

Plan, including prudence, diversification, avoidance of prohibited transactions and compliance with other standards.  

In determining whether a particular investment is appropriate for an ERISA Plan, regulations issued by the U.S. 

Department of Labor (the “Labor Regulations”) provide that a fiduciary of an ERISA Plan must give appropriate 

consideration to, among other things, the role that the investment plays in the ERISA Plan’s portfolio.  The fiduciary 

should consider, among other factors: (i) whether the investment is designed reasonably to further the ERISA Plan’s 

purposes; (ii) the risk and return factors of the potential investment, including the fact that the returns may be subject 

to federal tax as UBTI; (iii) the portfolio’s composition with regard to diversification; (iv) the liquidity and current 

return of the total portfolio relative to the anticipated cash flow needs of the ERISA Plan; (v) the projected return of 

the total portfolio relative to the ERISA Plan’s funding objectives; and (vi) the limitation on the rights of Members to 

redeem all or any part of their Interest or to transfer their Interest.  Before investing the assets of an ERISA Plan in 

the Company, a fiduciary should determine whether such an investment is consistent with its fiduciary responsibilities 

and the Labor Regulations.   

 

Plan Assets Defined 

 

ERISA and applicable Labor Regulations describe when the assets of an entity in which benefit plan investors 

(“Benefit Plan Investors”) invest are treated as “plan assets” for purposes of ERISA.  Under ERISA, the term Benefit 

Plan Investors is defined to include an “employee benefit plan” that is subject to the provisions of Title I of ERISA, a 

“plan” or arrangement that is subject to the prohibited transaction provisions of Section 406 of ERISA or Section 4975 

of the Code, and entities the assets of which are treated as “plan assets” by reason of investment therein by Benefit 

Plan Investors.   

 

Under ERISA, as a general rule, when an ERISA Plan invests assets in another entity, the ERISA Plan’s assets include 

its investment, but do not, solely by reason of such investment, include any of the assets of the entity.  However, when 

an ERISA Plan acquires an “equity interest” in an entity that is neither a “publicly offered security” nor a security 

issued by an investment fund registered under the Investment Company Act, then the ERISA Plan’s assets include 

both the equity interest and an undivided interest in each of the assets of the entity, unless it is established that: (i) the 

entity is an operating company, including a venture capital operating company (“VCOC”) and a real estate operating 

company or (ii) the equity participation in the entity by Benefit Plan Investors is limited.  

  

Under ERISA, the assets of an entity will not be treated as “plan assets” if Benefit Plan Investors hold less than 25% 

(or such higher percentage as may be specified in the Labor Regulations) of the value of each class of equity interests 
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in the entity. Equity interests held by a person with discretionary authority or control with respect to the assets of the 

entity and equity interests held by a person who provides investment advice for a fee (direct or indirect) with respect 

to such assets or any affiliate of any such person (other than a Benefit Plan Investor) are not considered for purposes 

of determining whether the assets of an entity will be treated as “plan assets” for purposes of ERISA. The Benefit Plan 

Investor percentage of ownership test applies at the time of an acquisition by any person of the equity interests. In 

addition, an advisory opinion of the U.S. Department of Labor takes the position that a redemption of an equity interest 

by an investor constitutes the acquisition of an equity interest by the remaining investors (through an increase in their 

percentage ownership of the remaining equity interests), thus triggering an application of the Benefit Plan Investor 

percentage of ownership test at the time of the redemption. 

 

The U.S. Department of Labor has promulgated a regulation that, in pertinent part, defines the term “operating 

company.” An operating company is defined to include a VCOC. An entity will qualify as a VCOC if: (i) on the day 

on which the entity makes its initial long-term investment that is not a short-term investment of funds pending long-

term commitment, and during a pre-established 90-day annual valuation period each year thereafter, the entity has at 

least 50% of its assets (other than short-term investments pending long-term commitment), valued at cost, invested in 

operating companies with respect to which such entity obtains management rights and (ii) the entity, in the ordinary 

course of its business, actually exercises such management rights with respect to at least one of such operating 

companies.  Operating companies are entities engaged in the production or sale of a product or service, other than the 

investment of capital.  For purposes of the VCOC test, management rights are contractual rights directly between such 

entity and the operating company to substantially participate in, or substantially influence the conduct of, the 

management of the operating company. 

 

If the assets of the Company were deemed to be plan assets of a Benefit Plan Investor, (i) the application of the 

prudence and other fiduciary standards of ERISA (which impose liability on fiduciaries) would extend to investments 

made by the Company, which would materially affect the operations of the Company; (ii) persons having investment 

discretion over the assets of ERISA Plans investing in the Company could have potential liability should investments 

made by the Company not conform to ERISA’s prudence and fiduciary standards under Part 4 of Subtitle B of Title I 

of ERISA, unless certain conditions are satisfied; and (iii) the possibility that certain transactions that the Company 

might enter into in the ordinary course of its business and operations might constitute “prohibited transactions” under 

ERISA and/or the Code. A prohibited transaction, in addition to imposing potential personal liability upon fiduciaries 

of ERISA Plans and Code Plans, may also result in the imposition of an excise tax under the Code upon the “party in 

interest” or “disqualified person” with respect to the ERISA Plan and Code Plan. 

 

Silver Wolf intends to conduct the affairs of the Company so that its assets do not constitute plan assets under ERISA 

by limiting the total value of each class of equity interests in the Company held by Benefit Plan Investors to less than 

25% or by relying on another available exception. Notwithstanding the foregoing, Silver Wolf cannot provide any 

absolute assurances that the assets of the Company will not be treated as plan assets. If the Company’s assets are 

treated as plan assets, a Member that is subject to ERISA or Section 4975 of the Code may be permitted or required 

to withdraw from the Company. 

 

Representations by Plans 

 

A Plan proposing to invest in the Company will be required to represent that it and any fiduciaries responsible for the 

Plan’s investments are aware of and understand the Company’s investment objective, policies and strategies, and that 

the decision to invest plan assets in the Company was made with appropriate consideration of relevant investment 

factors with regard to the Plan and is consistent with the duties and responsibilities imposed upon fiduciaries with 

regard to their investment decisions under ERISA and the Code.    

 

WHETHER OR NOT THE ASSETS OF THE COMPANY ARE TREATED AS PLAN ASSETS UNDER ERISA, 

AN INVESTMENT IN THE COMPANY BY A PLAN IS SUBJECT TO ERISA AND THE CODE.  

ACCORDINGLY, FIDUCIARIES OF PLANS SHOULD CONSULT WITH THEIR OWN COUNSEL AS TO THE 

CONSEQUENCES UNDER ERISA, THE CODE OR SIMILAR STATE LAW OF AN INVESTMENT IN THE 

COMPANY.    

 

Each Plan investing in the Company will be deemed to represent, warrant and covenant that at any time when 

regulation 29 C.F.R. Section 2510.3-21, as modified in 2016, is applicable, (A) a fiduciary acting on its behalf is 
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making the decision to invest in the Company and that such fiduciary (1) is a bank, insurance company, registered 

investment adviser, broker-dealer independent fiduciary who holds or has under its management or control total assets 

of at least $50,000,0001, in each case as described in 29 C.F.R. Section 2510.3-21(c)(1)(i); (2) is an independent plan 

fiduciary within the meaning of ERISA and/or the Code; (3) is capable of evaluating investment risks independently, 

both in general and with regard to particular transactions and investment strategies; (4) is responsible for exercising 

independent judgment in evaluating the transaction; and (5) is not paying any fee or other compensation to Silver 

Wolf or the Company for investment advice (as opposed to other services) in connection with the transaction and/or 

(B) the Plan expressly waives any claim that Silver Wolf or any of its affiliates is acting as its fiduciary. In addition, 

it (i) has been informed (and it is hereby expressly confirmed) that none of Silver Wolf, the Company or their affiliates, 

or other persons that provide marketing services, nor any of their affiliates, has provided, and none of them will 

provide, impartial investment advice and they are not giving any advice in a fiduciary capacity, in connection with the 

Plan’s investment in the Company and (ii) has received and understands the disclosure of the existence and nature of 

the financial interests contained in this Memorandum and related materials.  

 

Governmental and Church Plans 

 

Governmental and certain church plans, while not subject to the fiduciary responsibility provisions Section 406 of 

ERISA or the provisions of Section 4975 of the Code, may nonetheless be subject to state or other federal laws that 

are substantially similar to the foregoing provisions of ERISA and the Code.  The Company will require similar 

representations and warranties with respect to the purchase of interests by any such plan.  Fiduciaries of such plans 

should consult with their counsel before purchasing any Interests. 

 

ERISA Plans and Individual Retirement Funds Having Prior Relationships with Silver Wolf or Its Affiliates – 

PROHIBITED TRANSACTIONS 

 

Certain prospective ERISA Plan and Code Plan investors may currently maintain relationships with Silver Wolf or 

other entities that are affiliated with Silver Wolf.  Each of such entities may be deemed to be a party in interest to 

and/or a fiduciary of any ERISA Plan or Code Plan to which any of Silver Wolf or its affiliates provides investment 

management, investment advisory or other services.  ERISA prohibits ERISA Plan assets to be used for the benefit of 

a party in interest and also prohibits an ERISA Plan fiduciary from using its position to cause the ERISA Plan to make 

an investment from which it or certain third parties in which such fiduciary has an interest would receive a fee or other 

consideration.  Similar provisions are imposed by the Code with respect to Code Plans.  ERISA Plan and Code Plan 

investors should consult with counsel to determine if participation in the Company is a transaction that is prohibited 

by ERISA or the Code.   

 

The provisions of ERISA are subject to extensive and continuing administrative and judicial interpretation and 

review. The discussion of ERISA contained herein is, of necessity, general and may be affected by future 

publication of regulations and rulings.  Prospective investors should consult with their legal advisors regarding the 

consequences under ERISA, the Code and similar state law of the acquisition and ownership of Interests. 

 

Acceptance of subscriptions on behalf of Plans is in no respect a representation by Silver Wolf or any other party 

related to the Company that this investment meets the relevant legal requirements with respect to investments by 

any particular Plan or that this investment is appropriate for any particular Plan.  The person with investment 

discretion over the assets of a Plan should consult with his or her attorney and financial advisors as to the propriety 

of an investment in the Company in light of the circumstances of such Plan. 

 

 

 

[The remainder of this page intentionally left blank.] 

 

 

  

 
1  For purposes of this representation, an independent fiduciary may not be the individual retirement account owner 

or relative or such individual retirement account owner investing in the Interests. 
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INDUSTRY OVERVIEW 

Michigan Express Pipeline: Energy Sector Midstream Asset 

 

Across the oil and gas industry value chain, there is: (1) the upstream sector where exploration and production 

companies explore, drill and produce at the wellhead oil and gas, and related hydrocarbons, including NGLs; (2) the 

midstream sector where companies process, store, transport, and market the oil, gas, and NGLs to (3) the downstream 

sector, which is comprised of the end users and consumers.   

 

The Midstream segment of the oil and gas business concentrates on the processing, transportation, and storage of 

crude oil and natural gas. Midstream activities are considered a low-risk, highly-regulated segment of the oil and gas 

industry. Field processing is the first phase of oil and gas processing starting in the onshore or offshore oil or gas 

production field.  Fractionation plants, which remove NGLs from the produced oil and gas are also a component of 

the midstream activities. After field processing, treated oil and gas is delivered via a complex transportation, 

transmission and distribution infrastructure. Storage facilities for crude oil and refined liquids include bulk terminals, 

refinery tanks and holding tanks.  Because of its extremely high pressure, natural gas must be stored in underground 

reservoirs until it is ready to be transported to market. Activities in the midstream industry include transportation, 

processing, storing, and marketing hydrocarbons such as natural gas, oil, and NGLs.  

 

NGLs are hydrocarbons, in the same family of molecules as natural gas and crude oil, composed exclusively of carbon 

and hydrogen. Ethane, propane, butane, isobutane, and natural gasoline (pentanes plus) are all NGLs. Use of NGLs 

spans nearly all sectors of the economy. NGLs are used as inputs for petrochemical plants, burned for space heating 

and cooking, and blended into vehicle fuel.  

 

Fractionation, Transportation, and Storage 

 

Midstream companies also own and operate infrastructure, including fractionation plants, storage facilities, and rail 

and truck loading/offloading facilities. The raw NGL-mixed stream from gas processing plants is sent via NGL 

pipelines or trucks to fractionation facilities that separate the liquids mixture into marketable products (ethane, 

propane, butane and condensate) that can be used as feedstock for petrochemical plants and refineries, or as heating 

fuels. These marketable products are transported by various methods to major NGL marketing hubs in North America 

(e.g., Edmonton, AB; Conway, KS; Mont Belvieu, TX). When supply outweighs demand (often seasonally driven, 

particularly in the case of propane), gas, oil and NGLs can be stored in either above-ground or underground storage 

facilities, which provide a ready supply to meet seasonal and operational requirements. 

 

Propane 

 

Sources: Propane is produced as a by-product of two other processes, natural gas processing and petroleum refining. 

The processing of natural gas involves removal of butane, propane, and large amounts of ethane from the raw gas, in 

order to prevent condensation of these volatiles in natural gas pipelines. Additionally, oil refineries produce some 

propane as a by-product of cracking petroleum into gasoline or heating oil. 

 

The supply of propane cannot easily be adjusted to meet increased demand, because of the by-product nature of 

propane production. About 90% of U.S. propane is domestically produced. The United States imports about 10% of 

the propane consumed each year, with about 70% of that coming from Canada via pipeline and rail. The remaining 

30% of imported propane comes to the United States from other sources via ocean transport. 

 

After it is separated from the crude oil, North American propane is stored in huge salt caverns.  

 

Uses:  Propane is a popular choice for barbecues and portable stoves because the low boiling point of -42°C (-44°F) 

makes it vaporize as soon as it is released from its pressurized container. Therefore, no carburetor or other vaporizing 

device is required; a simple metering nozzle suffices. Propane powers buses, forklifts, taxis, outboard boat motors, 

and ice resurfacing machines and is used for heat and cooking in recreational vehicles and campers. Propane is also 

used in some locomotive diesel engines as a fuel added into the turbocharger yielding much better combustion. It has 

also been used in outboard motors, string trimmers and lawn mowers.  

 

https://en.wikipedia.org/wiki/By-product
https://en.wikipedia.org/wiki/Natural_gas_processing
https://en.wikipedia.org/wiki/Oil_refinery
https://en.wikipedia.org/wiki/Butane
https://en.wikipedia.org/wiki/Ethane
https://en.wikipedia.org/wiki/Cracking_(chemistry)
https://en.wikipedia.org/wiki/Natural_gas_storage#Salt_formation
https://en.wikipedia.org/wiki/Boiling_point
https://en.wikipedia.org/wiki/Carburetor
https://en.wikipedia.org/wiki/Bus
https://en.wikipedia.org/wiki/Forklift
https://en.wikipedia.org/wiki/Taxicab
https://en.wikipedia.org/wiki/Ice_resurfacer
https://en.wikipedia.org/wiki/Recreational_vehicle
https://en.wikipedia.org/wiki/Campervan
https://en.wikipedia.org/wiki/Outboard_motors
https://en.wikipedia.org/wiki/String_trimmers
https://en.wikipedia.org/wiki/Lawn_mowers
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Since it can be transported easily, it is a popular fuel for home heat and backup electrical generation in sparsely 

populated areas that do not have natural gas pipelines. Many heavy-duty highway trucks use propane as a boost, where 

it is added through the turbocharger, to mix with diesel fuel droplets. Propane droplets' very high hydrogen content 

helps the diesel fuel to burn hotter and therefore more completely. This provides more torque, more horsepower, and 

a cleaner exhaust for the trucks. It is normal for a 7-liter medium-duty diesel truck engine to increase fuel economy 

by 20% to 33% when a propane boost system is used. It is cheaper because propane is much cheaper than diesel fuel. 

The longer distance a cross country trucker can travel on a full load of combined diesel and propane fuel means they 

can maintain federal hours of work rules with two fewer fuel stops in a cross-country trip. Truckers, tractor pulling 

competitions, and farmers have been using a propane boost system for over forty years in North America. 

 

International ships can reuse propane from ocean-going ships that transport LPG because as the sun evaporates the 

propane during the voyage, the international ship catches the evaporating propane gas and feeds it into the air intake 

system of the ship’s diesel engines. This reduces bunker fuel consumption and the pollution created by the ships.  

 

 
(20lb. (9.1 kg.) steel propane cylinder) 

 

Propane is generally stored and transported in steel cylinders as a liquid with a vapor space above the liquid. The 

vapor pressure in the cylinder is a function of temperature. When gaseous propane is drawn at a high rate, the latent 

heat of vaporization required to create the gas will cause the bottle to cool. (This is why water often condenses on the 

sides of the bottle and then freezes). Since lightweight, high-octane propane vaporize before the heavier, low-octane 

propane, the ignition properties change as the cylinder empties. For these reasons, the liquid is often withdrawn using 

a dip tube.  

 

Domestic and industrial fuel 

 

 

 
 

 

As of 2017, 7.8 million (7,800,000) American households use propane as for in-home heating. In North America, 

local delivery trucks with an average cylinder size of 3,000 US gallons (11,000 L), fill up large cylinders that are 

permanently installed on the property, or other service trucks exchange empty cylinders of propane with filled 

cylinders. Large tractor-trailer trucks, with an average cylinder size of 10,000 US gallons (38,000 L), transport propane 

from the pipeline or refinery to the local bulk plant. The bobtail and transport are not unique to the North American 

market, though the practice is not as common elsewhere, and the vehicles are generally called tankers. In many 

countries, propane is delivered to consumers via small or medium-sized individual cylinders, while empty cylinders 

are removed for refilling at a central location.  

 

Propane is also being used increasingly for vehicle fuels. In the U.S., over 190,000 on-road vehicles use propane, and 

over 450,000 forklifts use it for power. It is the third most popular vehicle fuel in the world, behind gasoline and 

Diesel fuel. In other parts of the world, propane used in vehicles is known as autogas. In 2007, approximately 13 

million (13,000,000) vehicles worldwide use autogas.  

 

https://en.wikipedia.org/wiki/Octane_rating
https://en.wikipedia.org/wiki/Gasoline
https://en.wikipedia.org/wiki/Diesel_fuel
https://en.wikipedia.org/wiki/File:150_gallon_Propane_Tank.jpg
https://en.wikipedia.org/wiki/File:PropaneTruck2.jpg
https://en.wikipedia.org/wiki/File:Propane_retail_06758.JPG
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The advantage of propane in cars is its liquid state at a moderate pressure. This allows fast refill times, affordable fuel 

cylinder construction, and price ranges typically just over half that of gasoline. Meanwhile, it is noticeably cleaner 

(both in handling, and in combustion), results in less engine wear (due to carbon deposits) without diluting engine oil 

(often extending oil-change intervals), and until recently was a relative bargain in North America. The octane rating 

of propane is relatively high at 110. In the United States the propane fueling infrastructure is the most developed of 

all alternative vehicle fuels. Many converted vehicles have provisions for topping off from “barbecue bottles.” 

Purpose-built vehicles are often in commercially owned fleets, and have private fueling facilities. A further saving for 

propane fuel vehicle operators, especially in fleets, is that pilferage is much more difficult than with gasoline or diesel 

fuels. Propane is also used as fuel for small engines, especially those used indoors or in areas with insufficient fresh 

air and ventilation to carry away the more toxic exhaust of an engine running on gasoline or diesel fuel.  

 

Other uses 

 

• Propane is the primary flammable gas in blowtorches for soldering. 

• Propane is used as a feedstock for the production of base petrochemicals in steam cracking. 

• Propane is the primary fuel for hot air balloons. 

• It is used in semiconductor manufacture to deposit silicon carbide. 

• Propane is commonly used in theme parks and in the movie industry as an inexpensive, high-energy fuel for 

explosions and other special effects. 

• Propane is used as a propellant, relying on the expansion of the gas to fire the projectile. It does not ignite 

the gas. The use of a liquefied gas gives more shots per cylinder, compared to a compressed gas. 

• Propane is used as a propellant for many household aerosol sprays, including shaving creams and air 

fresheners. 

• Propane is a promising feedstock for the production of propylene and acrylic acid.  
 

Retail Cost 

 

As of August 2018, the average U.S. propane retail cost was approximately $2.48 per gallon. The wholesale price of 

propane in the U.S. always drops in the summer as most homes don't require it for home heating. The wholesale price 

of propane in the summer of 2018 has been between 86 cents to 96 cents per U.S. gallon, based on a truckload or 

railway car load. The price for home heating is approximately double the wholesale price, so at 95 cents per gallon 

wholesale, that would mean a home delivered price of $1.90 per gallon if you order 500 gallons at a time. Prices in 

the Midwest are consistently cheaper than California. Prices for home delivery steadily go up near the end of August 

or the first few days of September when people start ordering their home tanks to be filled. 

 

 
 

2020 Price:  According to the U.S. Energy Information Administration (“EIA”), weekly heating oil and propane prices 

are only collected during the heating season, which extends from October through March. For the most recent price 

cycle, from October, 2019 through March, 2020, the ending March, 2020 U.S. residential propane price was at $1.869, 

down from $1.902 the previous week and down from $2.397 at end of March, 2019. This was a change of -1.74% for 

the last reporting March week and -22.03% from the last reporting March week of 2019. 

 

For Michigan pricing, the October, 2019 through March, 2020 propane pricing was as follows: 

https://en.wikipedia.org/wiki/Octane_rating
https://en.wikipedia.org/wiki/Small_engine
https://en.wikipedia.org/wiki/Blowtorch
https://en.wikipedia.org/wiki/Soldering
https://en.wikipedia.org/wiki/Petrochemical
https://en.wikipedia.org/wiki/Steam_cracking
https://en.wikipedia.org/wiki/Hot_air_balloon
https://en.wikipedia.org/wiki/Silicon_carbide


 

40 

Michigan Express Pipeline Holdings, LLC Private Placement Memorandum 

 

Michigan Residential Propane Price/Gallon 
 

March 30, 2020 $1.664  Dec. 30, 2019 1.741 

March 23, 2020 1.655  Dec. 23, 2019 1.761 

March 16, 2020 1.684  Dec. 16, 2019 1.757 

March 9, 2020 1.688  Dec. 9, 2019 1.739 

March 2, 2020 1.711  Dec. 2, 2019 1.764 

Feb. 24, 2020 1.721  Nov. 25, 2019 1.696 

Feb. 17, 2020 1.722  Nov. 18, 2019 1.654 

Feb. 10, 2020 1.724  Nov. 11, 2019 1.613 

Feb. 3, 2020 1.725  Nov. 4, 2019 1.592 

Jan. 27, 2020 1.735  Oct. 28, 2019 1.579 

Jan. 20, 2020 1.735  Oct. 21, 2019 1.566 

Jan. 13, 2020 1.724  Oct. 14, 2019 1.565 

Jan. 6, 2020 1.725  Oct. 7, 2019 1.565 

 

Transporting and storing hydrocarbon gas liquids (including Propane) 
 

Hydrocarbon gas liquids are transported by various means. Hydrocarbon gas liquids (“HGL”) that are extracted from 

natural gas or that are produced at petroleum refineries may be transported as liquids in mixtures of HGL or as separate 

HGL purity products in pipelines, rail cars, trucks, ships, and barges. 

 

HGL are transported in five main forms: 

 

• Y-grade (raw, unseparated HGL) 

• E-P mix (most frequently 80% ethane and 20% propane) 

• P/P mix (refinery-grade propane-propylene mixture) 

• LPG (mixture of liquefied propane, normal butane, and isobutane) 

• Purity products (separate, distinct products; mostly ethane, propane, and normal butane) 

 

Pipelines carry hydrocarbon gas liquids from where they are produced to where they are stored. Most of the HGL 

produced in the United States are transported in pipelines from where they are produced to places where they are used 

or to places where they are stored for distribution. 

 

 
 

https://www.eia.gov/tools/glossary/index.php?id=Hydrocarbon%20gas%20liquids
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Most of HGL transported by pipeline is Y-grade quality and is transported to fractionation plants. Purity ethane and 

E-P mix is transported by pipelines from fractionation plants to ethylene crackers, where they are used to produce 

ethylene and other olefins. P/P mix is often transported by dedicated pipelines on the Gulf Coast, or by rail in other 

regions, from refineries to propylene splitters that separate refinery-grade propylene (a propylene mix containing 

impurities) into higher quality, polymer-grade or chemical-grade propylene, which is then sold to petrochemical 

plants. Liquefied petroleum gases (“LPG”) (propane, normal butane, and isobutane) are transported by dedicated high 

vapor pressure (“HVP”) pipelines or in batches as purity products in pipelines that transport other kinds of petroleum 

products. 

 

Railroads and trucks transport HGL to consumers. Many regions in the United States (such as the West, New 

England, and Florida) are not served by HGL pipelines. In these areas, railroads often transport large volumes of HGL 

to wholesale and bulk purchasers in pressurized railroad tankcars. Railroads and trucks are also used to transport HGL 

to consumers. The primary HGL product delivered to consumers is consumer-grade propane, which is transported by 

truck in pressurized tanks to homes, farms, and businesses where it can be used as engine fuel, for crop drying, for 

space heating and water heating, and for cooking, among other applications. 

 

 
 

 

HGL are stored in a variety of ways. Storage of HGL is necessary because HGL may be produced in volumes that 

exceed the capacity of the different modes of transportation used to carry the HGL to consumers. Production may also 

not match HGL seasonal requirements. For example, production of propane is relatively consistent throughout the 

year, but demand for propane is usually lower in the summer and higher in the fall and winter. Propane is stored when 

demand is low, and it is withdrawn from storage when demand is high. 

 

 
 

https://www.eia.gov/tools/glossary/index.php?id=fractionation
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Large volumes of HGL are primarily stored as a pressurized liquid in underground caverns. Most of the caverns are 

in salt formations, but some propane storage caverns are mined out of shale, granite, or limestone rock. In regions 

where geology is not well suited for underground caverns, large aboveground tanks may be used. Aboveground tanks 

are the primary storage method for propane and butanes in New England. 

 

Once HGL are transported close to consumers, they are stored in pressurized (or sometimes refrigerated) tanks located 

above or below ground. LPG is stored and distributed in many different sizes of tanks, from the small canisters used 

for torches and camping stoves to 90,000-gallon bullet-shaped tanks used at industrial facilities. 
 

Liquefied petroleum gas (“LPG”) is a generic industry term that is used to refer to propane, butanes, or mixtures of 

those HGL. However, these products are rarely distributed as mixtures. Virtually all HGL product distributed in the 

U.S. consumer market with the LPG label is HD-5 propane. Propane constitutes most of U.S. marine HGL/LPG 

imports and exports. 

  

https://www.eia.gov/tools/glossary/index.php?id=Liquefied%20petroleum%20gases%20%28LPG%29
https://www.eia.gov/tools/glossary/index.php?id=propane
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PIPELINES 

 

Types of Gas Pipelines 

 

Essentially, three major types of pipelines occur along the oil and gas transportation route: gathering lines, the 

interstate pipeline, and the distribution system. Gathering lines are small-diameter pipelines (2–20 inches) that move 

natural gas from the wellhead to a natural gas processing facility or an interconnection with a larger mainline pipeline. 

Transmission pipelines are wide-diameter (20–48 inches), long distance pipelines that transport natural gas from 

producing areas to market areas. Interstate pipelines are 8-24 inches in diameter and carry natural gas across state 

boundaries—in some cases, clear across the country. 

 

Intrastate natural gas pipelines operate within state borders and link natural gas producers to local markets and the 

interstate pipeline network. Although an intrastate pipeline system is defined as one that operates totally within a state, 

an intrastate pipeline company may have operations in more than one state. As long as these operations are separate-

that is, they do not physically interconnect-they are considered intrastate and are not jurisdictional to the FERC. 

 

The type of pipeline – whether it’s a gathering line or interstate transmission line – placed on a landowner’s property 

influences the amount of surface disturbance (i.e., larger areas are disturbed when installing larger diameter pipelines) 

and determines whether eminent domain is possible and who provides regulatory oversight. 

 

Natural Gas Liquids Pipeline 

 

Much of the U.S. natural gas production are rich in natural gas liquids such as ethane, propane, and butane. These 

liquids are generally separated from the natural gas stream and shipped in dedicated natural gas liquids pipelines. 

Within the federal regulatory framework, natural gas liquids pipelines fall under the Interstate Commerce Act and are 

regulated the same as oil pipelines. This means that proposed gas liquids pipelines do not go through the FERC review 

process and, importantly, do not receive federal eminent domain authority. Natural gas pipelines, on the other hand, 

are covered by the Natural Gas Act and go through the FERC process. The key factor in determining which regulations 

are followed is whether or not the product is liquid at standard pipeline pressures. 

 

Bulk Storage, Natural Gas Plant, and Refinery Propane Stocks 

 

 
Source: EIA 

 

Michigan: Energy Profile  

 

Known as the Great Lakes State, Michigan has, within its boundaries, portions of four of the five Great Lakes. The 

northern ends of two of the Great Lakes--Lake Michigan and Lake Huron--divide Michigan into Upper and Lower 

Peninsulas.1Most of Michigan’s population and all of the major cities, manufacturing industries, commercial 

agriculture, and crude oil and natural gas production are located in the state’s Lower Peninsula. The Upper Peninsula 

is lightly populated, heavily forested.   

https://www.eia.gov/state/print.php?sid=MI#1


 

44 

Michigan Express Pipeline Holdings, LLC Private Placement Memorandum 

 

Michigan is among the top 10 states in the nation in both population and total energy consumption. Although the Great 

Lakes moderate Michigan’s temperatures, extremes occur in the interior of the Lower Peninsula. Snowfalls are greatest 

on the Upper Peninsula and along the Lake Michigan shoreline of the Lower Peninsula. In part because of its cold 

winters, Michigan is among the top one-third of states in per capita residential energy use, but the state’s total energy 

use per capita is among the bottom two-fifths of all states. The transportation sector is the leading end-use energy-

consuming sector in the state, followed closely by the residential and industrial sectors. Michigan is famous for 

manufacturing automobiles, and transportation equipment accounts for more than two-fifths of the state’s 

manufacturing gross domestic product (“GDP”). Other important contributors to the state’s GDP include the 

manufacture of machinery, fabricated metal products, chemicals and plastics, as well as food and beverage 

products. Michigan’s most important mined products include natural gas, iron ore, petroleum, and limestone.  

 

Natural gas: The Antrim Field in the northern portion of the Lower Peninsula contains most of Michigan’s natural 

gas reserves, and the state holds about 0.3% of the U.S. proved natural gas reserves. Although there are more than 

9,300 producing natural gas wells in the state, Michigan’s natural gas production has declined from its 1997 peak of 

more than 311 billion cubic feet per year to less than 90 billion cubic feet in 2018.  

 

Several interstate pipelines cross Michigan and there are also five U.S.-Canadian natural gas pipeline crossings, but 

the state does not have any natural gas market hubs. Natural gas enters Michigan from Ohio, Indiana, and Wisconsin, 

and, although Michigan receives a small amount of pipeline natural gas from Canada, the bulk of the natural gas 

flowing across the border goes into Canada, most of it at St. Clair. Small amounts intermittently exit at the Detroit, 

Sault Sainte Marie, Marysville, and Port Huron border crossings. More natural gas enters the state than is consumed 

there and most of the excess is exported to Canada. Some of the natural gas that Michigan receives or produces is 

injected into underground natural gas storage fields. Michigan is the state with the largest underground natural gas 

storage capacity in the nation at nearly 1.1 trillion cubic feet, more than one-ninth of the U.S. total. The state also has 

the second-largest number of natural gas storage fields, after Pennsylvania. During high demand periods, typically 

between November and April, natural gas is withdrawn from storage to meet increased demand for use in space 

heating. Much smaller amounts of natural gas are withdrawn from storage in summer when natural gas-fueled power 

generation increases to meet cooling demand.  

 

In 2018, Michigan’s total natural gas consumption was almost 11 times greater than the state’s natural gas 

production. The residential sector, where more than three-fourths of Michigan households use natural gas as their 

primary source for home heating, is the largest natural gas consumer in the state. Michigan routinely ranks among the 

top 5 states in residential use of natural gas and in the top 10 for total natural gas consumption by all sectors 

combined. The electric power sector is the second-largest consumer of natural gas in the state and has been since 2016. 

 

Petroleum: Michigan’s crude oil reserves and production are modest. The state’s crude oil reserves account for less 

than 0.1% of the nation’s total reserve base, and Michigan’s production accounts for less than 0.2% of the U.S. 

total. Commercial quantities of crude oil were first found in Michigan in 1925. However, the state’s oil production 

substantially increased in the 1970s when oil was produced from the deeply buried reefs that had ringed the Michigan 

basin millions of years ago. Those reefs accounted for 29 of the 35 million (35,000,000) barrels of oil produced in 

Michigan’s peak production year of 1979. Since then, Michigan’s crude oil production has declined steadily, reaching 

a low of about 5 million (5,000,000) barrels in 2019. 

 

Michigan has one oil refinery, located near Detroit, that can process about 140,000 barrels per calendar day of light 

sweet and heavy sour crude oils. Crude oil produced from wells in western Canada enters Michigan through Wisconsin 

and Indiana. Crude oil produced in western Michigan is delivered by an intrastate pipeline to Lewiston, Michigan, 

where it is integrated into the Canadian pipeline that enters the state through northern Wisconsin. That pipeline delivers 

crude oil to a Canadian refinery in Ontario. The Canadian pipeline system also has a branch that enters the state from 

Indiana and delivers crude oil to Michigan on its way to Ontario. Another crude oil pipeline that originates in the U.S. 

Gulf Coast states enters Michigan through Ohio. Port Huron on the Lower Peninsula receives additional crude oil 

imports from Canada. Much of the crude oil that enters Michigan exits into Canada at a border crossing between 

Marysville in Michigan and Sarnia in Ontario. Some of the crude oil that crosses Michigan is processed into motor 

gasoline, distillates, asphalt, fuel-grade coke, propane, chemical-grade propylene, and oil slurry at the Detroit oil 

refinery.  
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Petroleum product pipelines bring refined products to Michigan markets in the Lower Peninsula from the Chicago, 

Illinois, area to the southwest and also from the Toledo, Ohio, area to the southeast. There are no petroleum product 

pipelines in the Upper Peninsula, and most petroleum products are delivered to that region by truck from terminals in 

Wisconsin. The Lower Peninsula port cities of Port Huron and Detroit receive almost all the state’s petroleum product 

imports from Canada. Some Canadian petroleum products also arrive at the Sault Sainte Marie port on the Upper 

Peninsula.  

 

Michigan has the largest residential sector HGL consumption in the nation. Michigan is among the top 11 states in 

total petroleum consumption. Four-fifths of the state’s petroleum use is in the transportation sector, and motor gasoline 

accounts for two-thirds of Michigan’s total petroleum consumption. Federal regulations allow conventional motor 

gasoline without ethanol to be sold in most of the state year-round. However, in order to reduce emissions that 

contribute to ground-level ozone, the vapor pressure of motor gasoline sold during the summer is regulated in eight 

southeastern Michigan counties. The state’s industrial sector accounts for about one-tenth of petroleum use. Although 

the residential sector accounts for only about 7%, Michigan is among the top five states in residential sector petroleum 

use. Almost 1 in 10 Michigan households heat with petroleum products, and nearly 90% of those homes use 

propane. Total consumption of HGL, including propane, is greater in Michigan than in all but five other states, and 

Michigan has the largest residential sector HGL consumption in the nation. The commercial sector accounts for most 

of the rest of the state’s petroleum consumption. A small amount is used for electricity generation.  In 2018, Michigan 

was among the top five states in residential sector petroleum use and had the largest residential sector hydrocarbon 

gas liquids consumption in the nation, most of which is propane. According to the EIA, State Energy Data System, in 

2018, Michigan consumed approximately 52 trillion Btu from HGL use.   

 

Propane Market – Michigan 

 

• Michigan is the highest consumer of residential Propane in the US 

－ 381 million (381,000,000) gallons in 2017 

 

• An additional 108 MM Gallons of propane are consumed by other sectors in Michigan 

－ Commercial – 45 million (45,000,000) gal 

－ Agriculture – 26 (26,000,000) million gal 

－ Industrial – 6 (6,000,000) million 

－ Internal Combustion – 30 (30,000,000) million 

 

• Total propane usage in Michigan of 489 million (489,000,000) gallons 

－ 78% residential 

－ 22% other 

 

Michigan Propane Market – Comparison 
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Source: EIA 

 

 

 
 

 

Michigan Propane Supply 

 

• Lower Peninsula propane is mainly sourced from Sarnia/Marysville Area 

80% from Sarnia/Marysville 

5-10% from South (Chicago area) 

5-10% from Edmonton (Line 5) 

• Pipeline has direct access to largest propane storage facility in Michigan (Sarnia/Marysville) 

• Seasonal demand creates delays in load time in St. Clair and Marysville 

• Pipeline conversion could help relieve close to 10,000 truck loads per year 

 

Michigan Pipelines 

 

Existing Petroleum Pipelines in Michigan 

 

According to the Michigan Petroleum Pipeline Task Force Report, published in July 2015, as of 2014, Michigan 

contained 2,855 miles of interstate hazardous liquid pipelines and 425 miles of hazardous liquid intrastate pipelines.80 

The hazardous liquid commodities transported by pipeline in Michigan are classified into three different PHMSA-

defined categories: crude oil, highly volatile liquids, and refined petroleum products. 
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Commodity Interstate Mile Intrastate Miles Total Miles 

Commodity Interstate Miles Intrastate Miles Total Miles 

Crude Oil 1,236.0 156.6 1,392.6 

Highly Volatile Liquids 277.4 269.0 546.4 

Refined Product 1,341.0 0.3 1,341.2 

 

The interstate pipelines located in Michigan are operated by:  

1. Buckeye Partners, LP (refined petroleum products)  

2. Marathon Pipe Line, LLC (crude oil)  

3. Wolverine Pipeline Co. (refined petroleum products)  

4. Enbridge Energy, L.P. (crude oil)  

5. Enbridge Pipelines (Toledo), Inc. (crude oil)  

6. Sunoco Pipeline, L.P. (refined petroleum products)  

7. Mid-Valley Pipeline Co. (crude oil)  

8. Marathon Pipe Line, LLC (refined petroleum products)  

9. Sunoco Pipeline, LP (highly volatile liquids)  

10. [Plains Marketing, LP (highly volatile liquids)]  

11. Buckeye Development & Logistics, LLC (highly volatile liquids)  

12. Kinder Morgan Cochin, LLC (highly volatile liquids)  

13. Amoco Oil Co. (refined petroleum products) 

 

The intrastate pipelines are operated by: 

1. Markwest Michigan Pipeline, LLC (crude oil) 

2. DCP Midstream (highly volatile liquids) 

3. [Merit Energy Company (highly volatile liquids)] 

4. [Marathon Pipe Line, LLC (highly volatile liquids)] 

5. Nova Chemicals (Canada), Ltd (highly volatile liquids) 

6. Citgo Petroleum Corporation (Terminals) (refined petroleum products) 
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THE OPPORTUNITY 

Overview 

 

The Company through its wholly owned subsidiary, Pipeline, LLC, plans to acquire, with the proceeds of this Offering, 

own and operate, the Pipeline, which lies across the lower peninsula of Michigan, from Kalkaska, Michigan to 

Marysville, Michigan. Previously, the Pipeline was used to transport up to approximately 10,000 bpd of purity ethane 

and other NGLs, which were removed during the processing of produced natural gas. The Net Proceeds of the 

Offering will be used by the Company’s wholly owned subsidiary, Pipeline, LLC, to purchase the Pipeline and 

perform necessary retrofitting and improvements to dedicate the Pipeline for exclusive use to transport propane from 

the Pipeline’s initiating terminal located in Marysville, Michigan to three Company terminals, with the first two 

converted “Phase One” terminals located in Nelson and Kalkaska, Michigan, and a third newly constructed “Phase 

Two” terminal located in Farwell, Michigan. Each terminal will be equipped with large above ground propane 

transfer tanks (approximately 90,000 gallons each) to provide the necessary quantities for delivery to our customers’ 

commercial tanker trucks. In addition, the Company plans to construct the Pipeline Project. The new repurposed 

pipeline will compete against truck deliveries from Marysville (just northeast of Detroit). There are no existing 

propane pipelines that service our target area. The Company’s business model exclusively involves the transportation 

of propane without any ownership of the propane commodity, or any exposure to the constant price volatility of the 

underlying commodity product. The Company will charge a FERC-filed tariff rate price per gallon charge for the 

transportation and transfer of the third-party shippers’ propane. When Phase One is placed in full service, the Pipeline 

will be capable of delivering a total of five hundred thousand (500,000) gallons per day. When Phase Two is placed 

in full service, the Pipeline will be capable of delivering a total of one million (1,000,000) gallons per day through 

three (3) prospective load out terminals strategically located along the pipeline route. 

 

• The Pipeline plans to initially target 68 million (68,000,000) gallons, or 14% of regional market share, that 

is in close proximity to terminals. 

• This Pipeline Project is a safe and “green” solution that resolves existing problems for the State of Michigan 

and propane customers; over 10,000 truckloads will be reduced. 

• The source of propane supply will come from existing pipelines interconnected to Pipeline in Marysville, 

Michigan that connects to storage facilities and processing plants located in the region. 

• The senior management team of Silver Wolf have over 70 years of collective experience in building, 

operating, growing and managing assets such as this pipeline.  

• Michigan is the largest residential consumer of propane in the country and second highest consumer overall 

 

The Pipeline, a 225 mile-8” steel pipeline is shown in red below running across the lower peninsula of Michigan. 
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THE PIPELINE ACQUISITION 
 

The Purchase and Sale Agreement 

 

On August 17, 2020 the Subsidiary entered into the PSA with Lambda Energy Resources, L.L.C. (“Lambda”) pursuant 

to which Lambda will sell all of its right, title, and interest in the Pipeline to the Subsidiary for the consideration of 

$20,000,000, subject to certain expense reductions and purchase price adjustments (the “Transaction”). The Subsidiary 

must pay a $1,000,000 deposit within 45 days of signing the Purchase Agreement, which, if the closing of the 

Transaction does not occur, will only be refundable under certain limited conditions.  

 

The Purchase Agreement includes a purchase price adjustment mechanism in respect of environmental defects 

discovered during the period between signing and closing. In the event that remediation costs of the discovered 

environmental defects exceed $2,000,000, then either Lambda or the Subsidiary may terminate the Purchase 

Agreement without closing. The closing of the Transaction is subject to certain conditions precedent, including the 

successful completion of the Offering contemplated by this Memorandum and successful retention of firm 

commitments from propane shippers for at least 50,000,000 gallons per year of propane.  

 

In addition, the completion of the Transaction is subject to other customary closing conditions, including customary 

conditions regarding the accuracy of the representations and warranties and compliance by the parties in all material 

respects with their respective obligations under the Purchase Agreement. The Transaction may close upon a successful 

offering and the satisfaction of the foregoing conditions, among other things, which could be alternatively in the third 

or fourth quarter of 2020, or later. 

 

The Purchase Agreement contains customary representations, warranties and covenants related to the conduct of the 

business and the Transaction. The Purchase Agreement also includes customary termination provisions, including if 

the closing of the Transaction has not occurred on or before December 31, 2020.  Each of Lambda and Subsidiary 

have agreed to indemnify the other party for losses arising from certain breaches of representations and warranties 

and covenants contained in the Purchase Agreement and other liabilities, subject to certain limitations.   

 

The representations and warranties contained in the Purchase Agreement were made only for the purposes of the 

Purchase Agreement as of the specific dates therein and were solely for the benefit of the parties to the Purchase 

Agreement. The representations and warranties contained in the Purchase Agreement may be subject to limitations 

agreed upon by the parties to the Purchase Agreement and are qualified by information in confidential disclosure 

schedules provided in connection with the signing of the Purchase Agreement. These confidential disclosure schedules 

contain information that modifies, qualifies and creates exceptions to the representations and warranties set forth in 

the Purchase Agreement. Moreover, certain representations and warranties in the Purchase Agreement may be subject 

to a standard of materiality provided for in the Purchase Agreement and have been used for the purpose of allocating 

risk among the parties, rather than establishing matters of fact. Subscribers should not rely on the representations, 

warranties and covenants or any descriptions thereof as characterizations of the actual state of facts or condition of 

the parties or any of their respective subsidiaries or affiliates. Moreover, information concerning the subject matter of 

the representations and warranties may change after the date of the Purchase Agreement, which subsequent 

information may or may not be fully reflected in this Memorandum. 

 

Due Diligence 

 

The Company retained Holland Right of Way (“Holland”) to perform due diligence on the Pipeline.  Holland reviewed 

both right of way agreements (“ROWs”), surface title documents, and additional supporting and miscellaneous land 

documents and provided a comprehensive Marysville Michigan NGL Pipeline Due Diligence Report to the Company 

on May 7, 2020. 

 

Initial Due Diligence: 

 

• Pipeline is owned by Lambda, Houston, Texas. 

• The pipeline was originally constructed by Shell Oil Company in 1973 and is a steel, coated pipeline. 

o New build is estimated to cost approximately $270,000,000. 
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• Pipeline has one existing pump station, facilities on each end of the line and two tie-ins for future pump 

stations in the middle. 

• The Pipeline transported liquid ethane from Kalkaska Plant to Sarnia, Michigan (north to south). 

o Commodity price of ethane and production resulted in noncommercial status for current owners. 

• The pipeline has an impressed current cathodic protection system, which prevents steel corrosion and ensures 

the pipe coating is maintained consistent with regulatory standards. 

• The pipeline has had smart pig runs (In Line Inspections, ILI) performed on it every 5 years to ensure 

corrosion and pipe coating protection. 

o Last inspection performed in 2015. 

o Pipeline currently held in service at an idled state with high pressure (850 PSIG) natural gas and 

monitored electronically for any instant changes in operating condition of the Pipeline. 

• Once the purchase is completed, management will smart pig the pipeline to ensure the pipeline’s steel and 

coating is in operating condition.  

• Management will conduct environmental reviews and perform a thorough inspection of the each of the 

facilities via Holland Services to validate our preliminary findings in both Phase 1 and phase 2 inspections  

 

 
 

Holland Right of Way 

 

Holland Right of Way is recognized a leading land services provider in the energy industry, with office infrastructure 

in every major basin and servicing clients in the upstream, midstream and downstream sectors across the United States. 

It has been in business over 35 years and is one of the largest service companies nationwide with a network of hundreds 

of professionals under management. 

 

 Holland’s Services: 

 

• Title 

o Holland employs experienced title abstractors and reviewers to complete accurate surface 

chains of title for right of way acquisition and other surface related offerings.  

o Holland maintains a fully staffed curative department that is headed by landmen attorneys, 

who know and research thoroughly the title standards in each state and develop an approach 

that balances time, cost, and business risks. 

o Holland has a land contracts group that reviews and controls all documents.  

 

• Field Services 

o Holland specializes in all aspects of the acquisition process including route planning, 

mapping, surface ownership reports, contract negotiation, permitting, survey, construction 

supervision/inspection, reclamation, and damage settlement. 

o Holland’s GIS team has earned the title of best in class. Holland has developed a powerful 

proprietary database and mapping system which integrates landowner and property data 
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seamlessly to provide a platform for exceptionally detailed route planning and increase 

visibility into all areas of each assigned project. 

o Holland coordinates with all federal, state and local regulatory agencies necessary to secure 

the required project permits for each project. These include permits for road and rail 

crossings, water sources/wetlands, as well as Phase I & II environmental studies and more. 

 

• Engineering/Integrity Services 

o Holland maintains a large contingent of NACE certified personnel to provide all aspects of 

integrity engineering, corrosion surveys, integrity construction and pipeline inspection 

services to tackle DA and ILI integrity assessments, AC and CP Mitigation, and all other 

integrity related challenges. 

 

• Survey 

o Holland performs survey services encompassing all phases of oil and gas projects. 

o An overview of Holland’s survey services includes 1st, 2nd, 3rd order Control Network 

Surveys in accordance with NSRS, Preliminary Corridor Survey, Class Study, Boundary 

Surveys, Title Surveys, Certified Plats, E&S Permit Package, IFC Alignment Sheets, HOP 

Plans, Construction Stake Out (Limit of Disturbance) and Facilities Layout, Pipeline As-

Built Survey (pipe tally inventory reports and post construction data collection), Pipeline 

As-Built Sheets, Above Ground Marker AGM Surveys, Well Pad Preliminary and As-Built 

Surveys (utilizing UAV hardware and software), and Subsidence Monitoring Surveys. 

o In addition, Holland employs certified drone operators who use the latest in aerial imagery 

and thermal technology to provide accurate results. 

 

Holland’s Work to Date on the Pipeline Project: 

 

• Due Diligence Review 

o Reviewed over 3,000 Right of Way Agreements (“ROW”), surface title documents, and 

additional supporting and miscellaneous land documents. 

o Reviewed all agreement terms but reported in particular on: 

▪ Term limits/renewal fees 

▪ Limits of Assignability 

▪ Termination/Abandonment 

▪ Limitations on Product 

▪ Access Restrictions/Notifications 

▪ Line Rights 

▪ Pipe Size Restrictions 

▪ ROW Width Restrictions 

o Mapped entire approximately 225 mile pipeline easement highlighting and 

georeferencing all above ground appurtenances. 

o Completed title review of all owned real property associated with the pipeline. 

o Identified numerous property options for loadout terminal facilities 

▪ Property ownership review 

▪ Mapped each property and reviewed surface locations for terminals 

▪ Reviewed pipeline ROW options to the various properties contiguous to Michigan 

Express properties. 

 

Prior to the closing of the Transaction, Holland will perform a Phase I Environmental Site Assessment in accordance 

with ASTM E1527-13 Standard Practice for Environmental Site Assessments: Phase I Environmental Site Assessment 

Process (“Phase I ESA”). Holland may also perform a Phase II Environmental Site Assessment in accordance with 

ASTM E1903-11 Standard Practice for Environmental Site Assessments: Phase II Environmental Site Assessment 

Process (“Phase II ESA”).   
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Term of Investment  

 

The Company plans to own and operate the Pipeline for a period commencing upon acquisition of the Pipeline Project 

and ending not later than December 31, 2030, subject to two one-year extensions, at which time the Pipeline Project 

assets will be sold and the Company will be dissolved and terminated.  

 

PIPELINE PROJECT DEVELOPMENT 
 

Project Management 

 

Silver Wolf’s senior management, Niel Rootare, Adam Tobia and Anuj Patel, with over 70 years combined energy 

sector experience, will oversee and project manage Phase 1 and Phase 2 of the Company’s re-engineering of the 

Pipeline to a dedicated propane transporter and the construction of the Company’s planned terminals and pump 

stations.  

 

Phase 1 Construction 

 

Phase 1 construction will reverse the flow of the Pipeline, install pumps and two terminals and perform necessary 

inspection work. The Pipeline’s Phase 1 retrofitting and construction is planned to accommodate 500,000 gallons per 

day.  

 

 

  
Pipeline Terminal Pump Station 

 

 

Phase 1 Capex 

 

Overall Pipeline Work 

• Smart Pig (ILI) Inspection: $1.7 MM 
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• Pipeline Repair Estimate: $450k 

 

Marysville Pump Station 

• Capex: $1.1 MM 

• Add Pump, Surge Vessel 

Nelson Pump Station and Terminal 

• Capex: $1.7 MM 

Kalkaska Terminal 

• Capex: $3.05 MM 

Pipeline Fill 

• 3,170,000 gal, $1.5 MM 

 

Phase 2 Capex 

 

Phase 2 will include the construction of a new terminal at Farwell, Michigan, adding a second pump at the Marysville 

Pump Station and moving a pump to the Farwell Terminal. Phase 2 improvements are expected to be in service at the 

end of 2021 or in January 2022. Upon completion, these improvements will double the Pipeline system capacity to 

one million (1,000,000) gallons per day.  

 

 

Marysville Pump Station 

• Capex: $250k 

• Add second pump 

Farwell Terminal 

• Capex: $4.00 MM 

• Greenfield Site, Storage, Terminal 

Nelson Pump Station and Terminal 

• Pump moved to Farwell 

 

   

Task Name Start Finish 

Phase 2: Final Construction Fri 1/1/21 Fri 1/28/22 

   Marysville Pump Station Fri 9/24/21 Thu 10/28/21 

   Farwell Terminal Fri 1/1/21 Thu 1/27/22 

   In Service - 1,000,000 gal/day Fri 1/28/22 Fri 1/28/22 

 

 

Terminal Summary 

 

Nelson Terminal 

– Brownfield (existing) Facility 

– 180,000 gallons of storage 
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– (2) truck loading bays, 1,000 gallons per minute per loading bay 

– Will be able to load out about 390,000 gallons per day from this facility 

Kalkaska Terminal 

– Brownfield (existing) Facility 

– 180,000 gallons of storage 

– (2) truck loading bays, 1,000 gallons per minute per loading bay 

– Will be able to load out about 390,000 gallons per day from this facility 

Farwell Terminal 

– Greenfield (brand new) Facility 

– 270,000 gallons of storage 

– (4) truck loading bays, 1,000 gallons per minute per loading bay 

– Will be able to load out about 780,000 gallons per day from this facility 

 

Michigan Express Key Project Milestones 

 

The timing of the Closings in this Offering and the purchase and Phase 1 retrofitting of the Pipeline might be significant 

to certain subscribing investors if certain conditions and certain criteria of the provisions of the Tax Cuts and Jobs Act 

(“TCJA”) and the Coronavirus Aid, relief, and Economy Security Act (“CARES”) applicable to those investors, on 

an individual case by case basis, are met regarding the acquisition and placement of the Pipeline into operational 

service.  

 

The two schedules below provide different potential timelines relative to achieving the required Phase 1 funding and 

retrofitting the Pipeline for it to be operational for propane delivery. The Company cannot ensure either timeline or 

schedule will be met or is accurate and neither timeline should be relied upon by subscribing investors to the Offering 

for the availability of any personal tax consequences.  

 

NOTHING IN THIS SUMMARY SHOULD BE CONSTRUED AS TAX OR LEGAL ADVICE. WE 

STRONGLY RECOMMEND THAT YOU OBTAIN INDIVIDUAL TAX ADVICE. THE INCOME TAX 

CONSEQUENCES OF AN INVESTMENT IN THE CLASS A AND CLASS B UNITS ARE COMPLEX AND 

COULD DEPEND ON YOUR PARTICULAR SITUATION.  

 

Hypothetical Schedule Scenarios: 

 

1. Early funding and placed into service by December 31, 2020: 

 
  



 

55 

Michigan Express Pipeline Holdings, LLC Private Placement Memorandum 

 

2. Later funding and placed into service in 2021: 

 

 
 

The Company cannot guarantee or ensure that under any early funding of the Offering that the retrofitting and Phase 

1 work on the Pipeline will achieve any expectation of placing the Pipeline into service or that any investor in the 

Offering would be able to successfully avail themselves of any tax benefits under the TCJA, CARES Act, or the 

Internal Revenue Code (“IRC”) 

 

 

 

 

 

 

[The remainder of this page intentionally left blank.] 
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THE ECONOMICS 

 

REVENUES 

 

Rates to be Charged: As the Company’s Pipeline and storage facilities will be federally regulated by FERC and 

subject to rates published in the Company’s tariff that are estimated to be: 

 

Service Rate Charge Per Gallon Comments 

Transportation $0.10 (10¢)  

Terminalling $0.022 (2.2¢) Fill Charge: Includes injecting and 

withdrawing the propane product 

Storage $0.045 (4.5¢)  

 

Notes to Tariff Rates: It is likely that the Company’s tariff rates will include a summer tariff rate and a winter 

tariff rate, with the summer rate providing a discounted price per gallon given the seasonal demand for 

propane. In addition, the tariff rates for uncontracted volumes could likely be at a premium price per gallon 

compared to the rate price for contracted volumes. 

 

Potential Customers: Upon acquisition, the Company plans to negotiate with up to approximately 10 NGL producers 

of propane to establish an ongoing contractual relationship whereby the Company will terminal, store and transport 

these potential customers’ propane for delivery to end-user customers throughout the lower peninsula of Michigan.   

 

Pipeline Capacity: From the historical operation of the Pipeline and the due diligence conducted by Silver Wolf, it is 

projected that the Pipeline’s maximum operational capacity is estimated to be approximately 1,000,000 gallons per 

day (“Gal./D”). 

 

Projected Quantities: While Silver Wolf can only estimate the projected quantities of propane that the Company will 

transport through the Pipeline on an annual basis, we believe that the potential quantities of propane to be transported 

through the Pipeline are as follows: 

 

Estimated Contracted Volumes (Annual) Gallons 

Year 1 60,000,000 

Year 2 90,000,000 

Year 3 110,000,000 

Year 4 120,000,000 

Year 5 140,000,000 

  

Estimated Uncontracted Seasonal Volumes (Annual) Gallons 

Year 1 8,000,000 

Year 2 5,000,000 

Year 3 5,000,000 

Year 4 5,000,000 

Year 5 5,000,000 

 

Potential Gross Revenues Per Year: Considering just the transportation rate price per gallon at $0.10 and the 

terminalling rate price per gallon at $0.022, without considering any revenues for storage the following is an estimated 

potential operating gross revenue for the Pipeline: 
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Year Estimated Gross Revenue Cumulative Est. Gross Revenues 

Year 1 $8,296,000 $8,296,000 

Year 2 $11,590,000 $19,886,000 

Year 3 $14,030,000 $33,916,000 

Year 4 $15,250,000 $49,166,000 

Year 5 $17,690,000 $66,856,000 

 

Estimated Operating Expenses: The estimated annual operating expenses for the Company pipeline and associated 

facilities is as follows: 

 

Estimated Annual Pipeline Operating Expenses Estimated Amount ($) 

Allocated G&A $2,800,000 

Pipeline OPEX  

• Maintenance $600,000 

• Pigging Expense Accrual $500,000 

• Fleet Maintenance $500,000 

• Software/License $500,000 

• Security $500,000 

• Pipeline OPEX Contingency @ 20% $520,000 

Terminal OPEX  

• General Terminal OPEX $500,000 

• New Building Maintenance $100,000 

• Security $500,000 

• Terminal OPEX Contingency @ 20% $220,000 

Total Est. Operating Expenses: $7,240,000 
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Third-Party Marketing Fees: The Company plans to utilize the services of a third-party marketing firm to establish 

and maintain customer contracts for our propane transportation, terminal and storage services. These marketing fees 

are estimated to be:   

 

Item Terms 

Marketing Fee $0.005 (1/2¢) per Gallon 

Marketing Volumes 100% 

Third Party Marketing Retainer $25,000 per Month 

Third Party Marketing Contract Term 2-year initial term, plus renewable for 2 

years 

 

 

MARKETING: GROWING OUR BUSINESS 

Market Goals 

 

Silver Wolf expects pipeline volumes to increase as it gains the trust of our customers and demonstrate operational 

excellence. 
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The Company plans to initially target 68 million (68,000,000) gallons, or 14% of the regional market share, based on 

retail deliveries in proximity to the terminals.   

 

  
 

Most of the propane retail locations in our target market is trucked from Marysville at a cost of $0.063-$0.135 per 

gallon. 

 

Trucking Cost Per Gallon Retail Propane Locations 

 
 

Source: US Census Bureau, 2013-2017 American Community Survey 5-yr estimate, E2 

Note:  The maps reflect approximate terminal locations that are likely to evolve prior to closing based on economics 

 

The Company project that retail propane locations in the target area will likely fill 

their tanks using our Pipeline and reduce trucking miles. 
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Why Our Pipeline? 

 

The Pipeline will significantly reduce common operational and reliability risks for wholesale distribution customers 

in Michigan. 

 

Customer Questions Pipeline Answers 

Q: Will hazardous winter conditions result in delays or 

shortages of product? 

A: Pipelines continue to flow even in winter conditions 

and reduces the number of miles driven. 

Q: Will a shortage of drivers available for hazardous 

goods result in higher costs and in efficiencies in 

dispatching? 

A: Pipelines reduce the number of miles driven to pick 

up load so more drivers can focus on delivering 

volumes. 

Q: Will regulations requiring drivers to take rest when 

driving over 150 miles resulting in higher operating 

costs and/or fixed costs? 

A: Pipeline terminals located closer to end point results 

in more loads delivered and lower operating/fixed costs. 

Q: Will there be higher maintenance costs to a trucking 

fleet resulting damage caused by roads? 

A: Pipelines significantly reduce fleet maintenance costs 

due to fewer miles driven. 

 

The Pipeline Project is a safe and “green” solution that resolves existing problems for the State of Michigan and 

propane customers, over 10,000 truck loads reduced.  

 

Twin Feathers - Our Marketing Provider 

 

Silver Wolf has engaged, prior to closing the asset purchase, Twin Feathers (“TF”)  (www.twinfeathers.com), to 

market pipeline capacity through their existing relationships with distributors and retailers, to ramp up volumes on 

Michigan Express. Silver Wolf expects TF to commercialize a minimum of 30 million (30,000,000) gallons of propane 

delivery services on this pipeline, prior to closing, to establish the commercial viability and reduce the commercial 

exposure on this project, with a minimum expected revenue generation of $3,000,000 in first year of service.  

 

Our marketing effort through TW will be focused on ten large customers that are expected to flow 121 million 

(121,000,000) gallons a year. 

 

• Propane industry in Michigan is very fragmented 

with nearly 160 companies selling directly to end 

users 

• Most of these smaller companies purchase their 

propane directly from large wholesalers  

• Our marketing effort through Twin Feathers will 

target 10 wholesalers / retailers 

o TF already has an existing relationship 

 

 
 

• About TF: 

 

o Charles Robertson started TF during 1998 in the Chicago area, with a plan to provide secure propane 

supply and risk management services to independent retailers. The business started representing 30 

million (30,000,000) retail gallons, and it is currently entrusted with managing well over 150 million 

(150,000,000) gallons annually. 

http://www.twinfeathers.com/
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▪ TF has been advising propane retail clients for over 20 years across USA, Canada, Mexico, 

and Caribbean. 

▪ Our five-person team has over 70 years’ direct industry experience. 

 

o TF’s focus has been on clients’ security of supply and margin enhancement. Its success has been a 

result of creating diversified portfolios of product supply and matching clients’ retail marketing 

programs with proven risk strategies. This plan has allowed its customer base to focus on the many 

other tasks, which has resulted in creating stronger and more profitable businesses. 

 

o Working with retailers across the United States, Canada and Mexico, TF has gained the reputation 

of being a very knowledgeable firm that treats clients and suppliers with a high level of integrity.  

 

o In addition, Twin Feathers is a member of both the National Propane Gas Association (“NPGA”) 

and Propane Gas Association of New England (“PGANE”) as well as speaking at several state 

associations and national conferences. Charles serves on the NPGA Propane Supply and Logistics 

Committee. 

 

o TF is highly regarded as the ‘integrity driven advisors’ to the propane industry. 

 

o TF is in the top 3 retail storage holders in Michigan – most of this storage will feed directly into the 

Michigan Express pipeline. 

 
o TF builds partnerships with wholesale/producers to maximize benefits for our clients. 

 
o TF currently contracts and partners with all 3 owners of the Sarnia fractionator (which will feed 

Michigan Express pipeline) 

 
o TF has direct experience in the western production fields – that provide approximately 60% of the 

propane in Michigan. 

 

Source of Propane Supply 

 

The projected Propane supply into Michigan Express is expected primarily through regional sources and Western 

Canada, including: 

 

Supplier Source 

Pembina Western Canada 

Shell Western Canada 

Plains Western Canada 

Crestwood Toledo Refinery 

Keyera Western Canada 

Alliance Toledo/Lima Refinery 

BP Chicago 

Various Marcellus 
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COMPETITION 

Generally 

 

Competition for market share is primarily Alto Gas and, to a lesser extent, rail terminals. There are four main 

competitors that will compete with our pipeline for market share: 

 

 

• Alto gas maintains a large storage facility 

near Grand Rapids that supplies propane to 

Southwest region of Michigan 

Our forecast does not factor propane volumes to 

service this market 

• Cadillac Rail Terminal (20 MM Gal) 

300k gallon storage 

40 years in business 

• Kincheloe Rail Terminal (~10 MM Gal 

business) 

Security of supply; 50 years in business 

• Bay City  

Likely to exit business or become customer of 

Michigan Express 

 
 

 

REGULATION 

 

Both federal and state agencies regulate pipelines across the United States. Interstate pipelines are managed by the 

FERC and the U.S. Department of Transportation (“DOT”). FERC regulates pipelines, storage, natural gas 

transportation in interstate commerce, and liquefied natural gas facility construction. It also oversees operation of 

pipeline facilities at U.S. points of entry for natural gas imports and exports and analyzes environmental impacts of 

natural gas projects. Once natural gas pipeline projects are operating, the Department of Transportation’s Pipeline and 

Hazardous Material Safety Administration (“PHMSA”), acting through the Office of Pipeline Safety (“OPS”), 

regulates, monitors and enforces safety. To minimize threats to life, property or the environment due to hazardous 

materials related incidents, PHMSA's Office of Hazardous Materials Safety develops regulations and standards for 

the classifying, handling and packaging of over one million (1,000,000) daily shipments of hazardous materials within 

the United States. The OPS collaborates with partnering agencies and departments to ensure pipeline operation safety, 

security, monitoring and compliance. The OPS ensures safety in the design, construction, operation, maintenance, and 

spill response planning of America’s 2.6 million (2,600,000) miles of natural gas and hazardous liquid transportation 

pipelines. 

 

Although the federal government is responsible for developing, issuing and enforcing pipeline safety regulations, most 

inspections are conducted by state regulatory agencies, which are responsible for regulation, inspection and 

enforcement of pipelines within state boundaries. The state agency regulations must be at least as stringent as the 

federal regulations. The Michigan Public Service Commission provides oversight for the transportation and storage 

of natural gas in Michigan. Further, the Michigan Public Service Commission is responsible for the inspection and 

enforcement of state and federal natural gas pipeline safety regulations.  

 

The Company’s Pipeline will be a FERC regulated pipeline. Historically, the Pipeline’s prior owners, Merit Energy 

Company, LLC and Lambda filed for and received a temporary waiver of the tariff filing and reporting requirements 
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of Section 6 and 20 of the ICA and Parts 341 and 357 of FERC’s regulations. However, upon the Company’s 

acquisition of the Pipeline, the Pipeline will become subject to FERC regulation and will be required to file a tariff 

with FERC for all rates, fares, and charges for transportation, terminalling and storage. In addition, under FERC’s 

rules and regulations, the Company will be required to file annual and special reports. Further, for any future rate or 

price changes the Company will file an amendment to its tariff with the FERC. 

 

TERMS OF THE OFFERING 

 

The Units are being offered and sold in reliance on exemptions from the securities registration requirements of the 

Securities Act, including Rule 506(c) of Regulation D, and applicable securities laws of states and other 

jurisdictions. An investment in the Units involves a high degree of risk and is suitable only for persons of substantial 

financial means who have no need for immediate liquidity in this investment.  See “Risk Factors.” We will restrict 

sales of the Units to persons who qualify as an Accredited Investor under the Securities Act and Regulation D 

promulgated thereunder. You will be required to verify your status as an Accredited Investor before being allowed 

to acquire Units. We will entertain offers for subscriptions on a case-by-case basis, with the right to accept or reject 

any subscription for any reason, including the lack of verifiable Accredited Investor status.   

 

PLAN OF DISTRIBUTION 

 

General 

 

The Company entered into a Managing Broker Dealer Agreement with Boustead Securities, LLC on July 1, 2020. The 

Managing Broker-Dealer will serve as the managing broker-dealer for the Offering. The Company has engaged the 

Managing Broker-Dealer to sell, by itself or through selected dealers who are part of the Selling Group, solely to 

“accredited investors” (as defined in Rule 501 of Regulation D promulgated under the Securities Act) Class A Units 

and Class B Units in the Tranche One, Tranche Two and Tranche Three Offerings. 

 

The Company is offering up to 940 Units, including Class A Units (the “Class A Unit(s)”) and Class B Units (the 

“Class B Unit(s)”) of the Company at an offering price of $50,000 per Unit for a total of $47,000,000 in capitalization. 

The Offering will use three tranches: (1) Tranche One: Escrow Deposit Finance Offering: a minimum of $1,500,000 

(“T1 Minimum Amount”) and a maximum of $2,000,000 (“T1 Maximum Amount”)(All or None, Subject to Co-

Investment Escrow Terms with respect to first $1,500,000 and best efforts with respect to the remaining $500,000 up 

to the T1 Maximum Amount), 40 Class A Units @ $50,000 per Class Unit; (“Tranche One” or “Tranche One 

Offering”); (2) Tranche Two: Minimum Offering: $28,000,000 (the “Minimum Offering” or “Minimum Offering 

Amount”);  (All or None, Subject to Co-Investment Escrow Terms), 560 Class B Units @ $50,000 per Class B Unit 

(“Tranche Two” or “Tranche Two Offering”); and (3) Tranche Three: Best Efforts: Up to $17,000,000 (the “Maximum 

Offering” or “Maximum Offering Amount”), 340 Class B Units @ $50,000 per Class B Unit (the “Tranche Three” or 

“Tranche Three Offering”). The net proceeds of the Offering (“Net Proceeds”) will be used by the Company to 

capitalize the Subsidiary in order to purchase the Pipeline. 

 

On a limited basis affiliates and employees of Silver Wolf will also sell Units in the Offering. The affiliates and 

employees of Silver Wolf who will offer the Units will be relying on the safe harbor in Rule 3a4-1 of the Securities 

Exchange Act of 1934, as amended, to sell the Units. No sales commission will be paid for shares sold by affiliates 

and employees of Silver Wolf and such affiliates and employees are not subject to a statutory disqualification or 

associated persons of a broker or dealer.   

 

Tranche One Offering 

 

The Tranche One Offering of Class A Units involves the most at-risk investment because the Company will accept 

and spend all net proceeds of Tranche One on the escrow deposit for the Pipeline acquisition, along with other pre-

purchase expenses, including certain costs of this Offering. The Tranche One net proceeds will be expended during 

the offering of Tranche Two and Tranche Three, and if the Minimum Offering is not achieved and the Company’s 

acquisition of the Pipeline fails, then the Class A Members (defined below) would lose their entire investment, without 

recourse or satisfaction.  
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Tranche Two and Three Offerings 

 

The Company has full discretion to terminate the Offering after the Minimum Offering is achieved and not offer 

Tranche Three, with the Company requiring and securing third party financing (either debt or equity) for the remainder 

of the projected Pipeline project budget. The Minimum Offering is estimated to provide the Company with sufficient 

funds to purchase the Pipeline and make certain necessary improvements, and to provide the Company the opportunity 

to seek additional funding outside of the Offering for the remainder of the projected Pipeline project budget through 

third-party debt or industry joint venture equity financing from third-party sources, including but not limited to banks, 

state tax credits and rebates, or other private equity sources.   

 

This Memorandum, dated August 18, 2020, is being delivered to potential investors in the Offering. The matters 

discussed in this Memorandum should be considered in light of certain risk factors relating to the Offering. See “Risk 

Factors”. The Units are being offered until the earlier of (i) the Maximum Offering Amount is sold; (ii) December 

31, 2020, which date we may extend for up to June 30, 2021 without notice; or (iii) the Company terminates the 

Offering at an earlier date in its sole discretion (the “Offering Termination Date”). The purchase price for the Units is 

payable in full with the delivery of the purchaser’s subscription agreement (the “Subscription Agreement”).   

 

BROKER-DEALER AND OTHER COMPENSATION 

 

The Managing Broker-Dealer is entitled to the following compensation under the Managing Broker-Dealer 

Agreement: 

 

• A cash advisory fee of $5,000 per month payable upon the first business day of each month. 

• A selling commission of seven percent (7.0%) of the Units sold by in the Offering, or Total Sales, which 

it may re-allow in whole or in part to the members of the Selling Group.  

• A Managing Broker-Dealer fee of one and one-half percent (1.5%) of the Total Sales.  

• A marketing and due diligence fee of one and one-half percent (1.5%) of the Total Sales.  

• A Wholesaler Fee of one percent (1.0%), all or a portion of which may be re-allowed to a Selling Group 

member. 

• If all Units being offered are sold on or before December 31, 2020, the Managing Broker-Dealer shall 

receive an additional fee equal to three percent (3%) of the Michigan Express Pipeline Holdings, LLC 

profit interests received by Silver Wolf Midstream, LLC or its affiliates.  

• In addition, the Managing Broker-Dealer is entitled to be reimbursed up to $10,000 for the fees and 

expenses of its legal counsel and without a cap on third-party due diligence fees as the same are incurred 

by the Managing Broker-Dealer. 

 

As described above, the Managing Broker-Dealer will receive Selling Commissions in an amount up to 7.0% of Total 

Sales being the aggregate purchase price of all Units sold by the Company, Managing Broker-Dealer and the Selling 

Group, which it will reallocate to the Selling Group Members. Also, certain Investors may acquire their Units net or 

partially net of Selling Commissions. The Managing Broker-Dealer will also receive the due diligence fee as described 

above, which is a non-accountable marketing and due diligence allowance of up to 1.5% of the Total Sales, which it 

may reallocate among the Selling Group Members. The Managing Broker-Dealer will also receive the Managing 

Broker-Dealer Fee as described above, which is a managing broker-dealer fee equal to 1.5% of Total Sales. 

 

The Company plans to hire and retain the services of a third-party wholesaler, who is registered with a FINRA member 

broker-dealer, to help market and place the Units through the Selling Group, and the Company will pay to the third-

party the Wholesaler Fee as described above, which is a non-accountable amount equal to 1.0% of the Total Sales. 

The Company may also enter into agreements with registered investment advisers, under which they may recommend 

this investment to their customers.   

 

The Company reserves the right to accept subscriptions net of all or part of the sales commission and/or due diligence 

fees from certain subscribers, including subscribers who subscribe through registered investment advisers. Under such 

net purchases, the net price excluding the Sales Commission would be $46,500 per Unit and the net price excluding 

the Sales Commission and due diligence fee would be $45,750 per Unit. Generally, the $46,500 per Unit price would 
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be for sales through RIAs who are associated with a Selling Group broker dealer and the $45,750 per Unit price would 

be for direct sales made through RIAs who are not affiliated with a Selling Group broker dealer.   

 

ESCROW ACCOUNT AND CO-INVESTMENT ESCROW TERMS 

 

All subscription payments received for Units for the T1 Offering of 40 Class A Units and for the T2 Offering of the 

Minimum Offering of 900 Class B Units will be held in the Escrow Account, which is a non-interest-bearing escrow 

account maintained with the Escrow Agent, who is Sutter Securities Clearing, LLC, a California limited liability 

company, FINRA member, and an affiliate of Boustead Securities, LLC, the Managing Broker-Dealer. Investors are 

instructed to deliver to the Escrow Agent checks made payable to the order of “Sutter Securities Clearing as Agent 

for the Investors in Michigan Express Pipeline Holdings, LLC,” or wire transfer to Sutter Securities Clearing, 6 

Venture, Suite 395, Irvine, CA 92618, c/o Pacific Mercantile Bank, ABA No. 122242869, Account Name “Sutter 

Securities Clearing as Agent for the Investors in Michigan Express Pipeline Holdings, LLC,” Account No. 45457648, 

in each case, with the name and address of the individual or entity making payment. If at least $1,500,000 of the T1 

Offering is not subscribed by the Offering Termination Date, the Offering will be terminated, and all amounts held in 

the Escrow Account will be promptly returned to the subscribers. If there is a T1 Minimum Closing, then the Escrow 

Agent will release the T1 Funds to the Company, and the Offering will continue with the T1 offering up to the T1 

Maximum of $2,000,000 with a series of closings with the release of T1 funds released to the Company. Upon a 

successful T1 Maximum Closing, the Offering will continue with the T2 Offering of Class B Units and all T2 

subscription payments will be deposited into the Escrow Account pending a successful T2 Minimum Offering. If the 

T2 Minimum Offering is not subscribed by the Offering Termination Date, the Offering will be terminated, and all 

amounts held in the Escrow Account will be promptly returned to the subscribers. If the T2 Closing occurs, then the 

Escrow Agent will release the T2 Funds to the Company. If the T2 Closing occurs prior to the Offering Termination 

Date, the Offering will continue with the T3 Offering on a best efforts basis, with all T3 Funds being released to the 

Company through a series of closings on a per subscription basis without any escrow restrictions. The Company will 

pay to the Escrow Agent a fee equal to 0.50% of the Total Sales plus certain expenses. 

 

Notwithstanding anything to the contrary, the terms of the Escrow Account will include provisions that permit the 

Escrow Agent to release the T1 Funds and T2 Funds upon the condition that the Company has received JV  investments 

from JV Co-Investors formed with Silver Wolf and certain institutional and family office investors, or possibly foreign 

investors, who commit investment funds through the separate co-investment entity on a JV basis to co-own the 

Subsidiary with the Company, with such co-investment funds to be credited toward the Escrow Agreement 

requirements for a T1 Closing and/or T2 Closing. The terms, including the upfront selling commission, of these 

parallel JV Co-Investment offerings are subject to negotiation on a JV Co-Investor to a JV Co-Investor basis as the 

required minimum amount of co-investment is $5,000,000. More often than not, large institutional investors require 

certain negotiated terms for their investment that usually involve lower up-front sales fees and certain back-end 

participation splits.   As a matter of rule, the terms of institutional investments of this nature are confidential and not 

subject to disclosure. All investors in this Offering should be aware and agree that any JV co-ownership of the 

Subsidiary between the Company and the JV Co-Investors would require that the Company’s JV percentage of 

ownership of the Subsidiary will be based on the Net Proceeds of the Offering (which would not credit the Company 

for investor funds paid toward sales commissions and other costs of the Offering). 

 

All investors will be instructed by the Escrow Agent to transfer funds by wire or other electronic funds transfer method 

approved by the Escrow Agent directly to the Escrow Account established for the Offering.  

 

There are no plans to return funds to investors if the Minimum Offering for T1 or T2 is met but all of the securities to 

be offered are not sold. There will be no material delay in the payment of the proceeds of the Offering by the Escrow 

Agent to the Company.  

 

OFFERING PERIOD  

 

The Offering will close on the earliest of: (a) the date the Company, in its discretion, elects to terminate, (b) the date 

upon which all Units being offered have been sold, or (c) December 31, 2020.  The Company may terminate the 

Offering at any time in its sole discretion. 
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TERM AND TERMINATION OF THE MANAGING BROKER-DEALER AGREEMENT 

 

The initial term of the Managing Broker-Dealer Agreement is twelve (12) months from the date of the agreement or 

July 1, 2021.  Either the Company or the Managing Broker-Dealer may terminate the agreement at any time upon 

thirty (30) days prior written notice beginning six (6) months after the date of this agreement or December 31, 2020. 

After the initial term, the term of the agreement will automatically be extended for an additional successive one (1) 

month periods unless either party provides written notice to the other party of its intent not to so extend the term at 

least thirty (30) days before the expiration of the then current term. Either the Company or the Managing Broker-

Dealer may terminate the agreement prior to its expiration by notifying the other party in writing upon a material 

breach by that other party, unless such breach is curable and is in fact cured within thirty (30) days after such notice.  

 

ONLINE AND OTHER MARKETING OF THE OFFERING 

 

The Company intends to market the Shares in the Offering in whole or in part, through the 

https://www.flashfunders.com/silverwolf operated by Sutter Securities Group, Inc., which is an affiliate of the 

Managing Broker-Dealer.  The fee for posting the Offering on https://www.flashfunders.com/silverwolf is $25,000 

payable upon the T1 Closing. 

 

The Company is distributing this Memorandum and offering Units pursuant to Rule 506(c) of Regulation D under the 

Securities Act. Accordingly, the Company may employ general solicitation and advertising in connection with the 

sale of its Units. The Units have not been and will not be registered under the Securities Act or state securities laws 

and, subject to certain exceptions, may not be offered or sold, directly or indirectly, in the United States except in 

compliance with one or more exemptions from registration.  

 

All subscribers who participate in the Offering must be accredited investors and the Company will take reasonable 

steps to verify that each subscriber is accredited.  Each subscriber must provide any and all additional documentation 

that the Company may reasonably request, or as may be required by the securities administrators or regulators of any 

state or federal authority, to confirm that the investor meets any applicable minimum financial suitability standards.  

Subscribers may be asked or required to provide documentation to verify their accredited investor status. This 

documentation may be retained and reviewed by the Company and copies of this documentation may be provided to 

the Company’s affiliates or to the Managing Broker-Dealer and its affiliates. The Company may not accept your 

subscription if you are able to provide documentation that is acceptable to the Company. 

 

The Units are restricted securities. Accordingly, no assurance can be given as to the development or liquidity of any 

market for the Membership Interests comprising the Units. 

 

Suitability Standards 

 

To purchase Units, subscribers must qualify as accredited investors (“Accredited Investors”) as defined under the 

Securities Act of 1933 (the “Securities Act”).  An investment in the Units is only suitable for persons who have no 

need for liquidity in their units and can afford the loss of their investment.  Transfers of the Units will be restricted 

under the Securities Act and the Company Agreement.  See “Risk Factors.” 

 

Investment in the Company involves a very high degree of risk and is suitable only for persons of substantial means 

who have no need for liquidity in their investment and can afford a complete loss of their investment. The following 

suitability requirements represent the minimum suitability requirements for investors in the Company. If you satisfy 

these requirements, it does not necessarily mean that an investment in the Company is a suitable investment for you.  

This Offering is made in reliance upon exemptions from the registration requirements of the Securities Act for certain 

offerings sold only to Accredited Investors. Among the other suitability requirements set forth in the Subscription 

Agreement, you must represent and be able to verify that you are an Accredited Investor as defined in Rule 501(a) of 

Regulation D under the Securities Act. An Accredited Investor includes:  

 

1.  Any natural person that has: (i) an individual net worth, or joint net worth with his or her spouse, of more 

than $1,000,000**, or (ii) individual income in excess of $200,000, or joint income with his or her spouse in 

excess of $300,000, in each of the two most recent years and has a reasonable expectation of reaching the 

https://www.flashfunders.com/
https://www.flashfunders.com/
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same income level in the current year; 

 

2.  Institutions such as banks, insurance companies, registered securities broker/dealers, registered investment 

companies, business development companies, and similar organizations;  

 

3.  Certain employee benefit plans if the investment decision is made by a plan fiduciary which is a bank, a 

savings and loan association, an insurance company or a RIA, or if the employee benefit plan has total assets 

in excess of $5,000,000 or, if a self-directed plan, for which investment decisions are made solely by persons 

that otherwise meet these suitability standards; 

 

4.  Any entity that was not formed for the specific purpose of acquiring the Units offered, and that has total 

assets in excess of $5,000,000; 

 

5.  Any entity other than a trust in which all of the equity owners are individually qualified as Accredited 

Investors; 

 

6.  Any trust, with total assets in excess of $5,000,000, not formed for the specific purpose of acquiring the 

Units offered and whose purchase is directed by a sophisticated person; and 

 

7.  Any revocable trust whose grantor is individually qualified as an Accredited Investor. 

 

**Net worth is the difference between total assets and total liabilities, including home furnishings and personal 

automobiles, but excluding the value of your primary residence and any associated mortgage, as long as the mortgage 

was not incurred within 60 days of the investment other than as part of the purchase of the residence, and including 

any amount of the mortgage as a liability to the extent it exceeds the fair market value of the residence.  In the case of 

fiduciary accounts, the net worth and/or income suitability requirements must be satisfied by the beneficiary of the 

account or by the fiduciary, if the fiduciary directly or indirectly provides funds for the purchase of Units. 

 

This Offering is made in reliance upon exemptions from the registration requirements of the Securities Act. Only 

Accredited Investors are eligible to invest in the Company. Accordingly, you must represent in the subscription 

agreement that: 

 

(a) you understand that you must bear the financial risks of your investment in the Company for 

an indefinite period of time because the Units have not been registered under the Securities Act or other applicable 

securities laws and, therefore, may not be sold unless they are subsequently so registered or an exemption 

therefrom is available; 

 

(b) you are acquiring the Units for investment solely for your own account and without any 

intention of reselling, distributing, subdividing, or fractionalizing them; 

 

(c) you understand the Units cannot be transferred except in compliance with the restrictive 

provisions of the Company Agreement of the Company and applicable securities laws; and 

 

(d) you qualify as an Accredited Investor, as that term is defined in Rule 501(a) of Regulation D 

under the Securities Act. 

 

See “WHO MAY INVEST” for a description of the minimum suitability requirements for investors in this 

Offering and see “HOW TO PARTICIPATE” for a description of the steps that an investor must take to invest 

in this Offering. 
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SOURCES AND USE OF FUNDS 

The following sets out our intended use of the proceeds from this Offering.  We may change the amounts used in 

various categories as we determine appropriate in our discretion. Proceeds from the Offering may be used by the 

Company after the Minimum Offering Amount is achieved and the First Closing is held, whether or not all offered 

Units are sold. 

 

The proceeds of this Offering will be applied as described in the table below; however, Silver Wolf has the discretion 

to use the proceeds other than as initially planned.  

Source of Funds Tranche One3 Tranche Two 

Minimum 

Offering3 

Tranche Three  

Up To 

Maximum Offering 

Percentage of 

Proceeds 

Series A Units @ 

$50,000/Unit 

T1 Minimum/All or None 

 

 

$1,500,000 

   

T1 Best Efforts $500,000    

Series B Units @  

$50,000/Unit 

  

$28,000,000 

 

$17,000,000 

 

Total Available Funds: $2,000,000 $30,000,000 $47,000,000     100% 

Application of Funds: 
    

Broker-Dealer Sales 

Commission/Tranche2 

 

$140,000 

 

$1,960,000 

 

$1,190,000 

 

7.0% 

Cumulative Sales: $140,000 $2,100,000 $3,290,000  

Broker-Dealer Non-

accountable Marketing and 

Due Diligence Fee (“DD 

Fee”)/Tranche2 

 

 

$30,000 

 

 

$420,000 

 

 

$255,000 

 

 

1.5% 

Total DD Fee: $30,000 $450,000 $705,000  

Organization and Offering 

Fee (“O&O Fee”)/Tranche1 

 

$40,000 

 

$560,000 

 

$340,000 

 

2.0% 

Total O&O Fee: $40,000 $600,000 $940,000  

Managing Broker-Dealer 

Fee (“MBD Fee”)/Tranche 2 

 

$30,000 

 

$420,000 

 

$255,000 

 

1.5% 

Total MBD Fee: $30,000 $450,000 $705,000  

Wholesaler Fee (Marketing 

services)/Tranche3 

 

$20,000 

 

$280,000 

 

$170,000 

 

1.0% 

Total Wholesaler Fee: $20,000 $300,000 $470,000  

Tranche Net Proceeds: 

Working Capital4 

 

$1,740,000 

 

$24,360,000 

 

$14,790,000 

 

 

 

Net Proceeds Total 

 

$1,740,000 

 

$26,100,000 

 

$40,890,000 

 

87% 
___________________________________________ 

1 O&O Fee.  Silver Wolf has incurred certain expenses as of the date of this Memorandum and will continue to pay 

expenses in connection with the organization of the Company and this Offering. Such initial expenses include legal and accounting 

services, consulting services in connection with the development of the business plan, all offering costs such as securities filings, 

printing costs, costs of investor meetings and travel expenses. Under the terms of Boustead Securities’ Managing Broker Dealer 

and Advisory Services Agreement, Silver Wolf pays a cash advisory fee of $5,000 per month to the MBD and the MBD’s counsel 

fees as incurred not to exceed $10,000. The Company shall pay to Silver Wolf a non-accountable fixed O&O Fee in an amount 

equal to 2.0% of the Capital Contributions for the Units up to $940,000, which amount may be more or less than the actual expenses 
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incurred by Silver Wolf on behalf of the Company in the initial organization of the Company and the private placement offering of 

the Units. See “Plan of Distribution.”  

 
2 MBD Fee.  The Managing Broker-Dealer is entitled to the following compensation under the Managing Broker-Dealer 

Agreement: 

• A cash advisory fee of $5,000 per month payable upon the first business day of each month. 

• A selling commission of seven percent (7.0%) of the Units sold by in the Offering, or Total Sales, which it may re-allow 

in whole or in part to the members of the Selling Group.  

• A Managing Broker-Dealer fee of one and one-half percent (1.5%) of the Total Sales.  

• A marketing and due diligence fee of one and one-half percent (1.5%) of the Total Sales.  

• A Wholesaler Fee of one percent (1.0%), a portion of which may be re-allowed to a Selling Group member. 

• In the event the Maximum Offering Amount is received on or before December 31, 2020, the Managing Broker-Dealer 

shall receive an additional fee equal to three percent (3%) of the Michigan Express Pipeline Holdings, LLC profit interests 

received by Silver Wolf Midstream, LLC or its affiliates.  

 

In addition, the Managing Broker-Dealer is entitled to be reimbursed up to $10,000 for the fees and expenses of its legal counsel 

and without a cap on third-party due diligence fees as the same are incurred by the Managing Broker-Dealer. See “Plan of 

Distribution.” 

 
3 Wholesaler Fee.  The Managing Broker-Dealer plans to use the services of a third-party wholesaler, who is registered 

with a FINRA member broker-dealer, to help market and place the Units through the Selling Group, and the Managing Broker-

Dealer may pay to the third-party wholesaler a fee (“Wholesaler Fee”) in a non-accountable amount equal to 1.0% of the Total 

Sales for the Units, up to $470,000. See “Plan of Distribution.” 

 

4 Investor Funds available for Company to develop and implement its business plans. If only Tranche One is successful, 

then the Company will not succeed in its plans. If only the Minimum Offering is achieved, then the Company will have limited 

capital to successfully achieve its entire business plans and goals.  

 

We may also enter into agreements with registered investment advisers, under which they may recommend this investment to their 

customers.  The Units also may be offered through Silver Wolf and its management (officers and directors) of the Company, who 

will receive no sales commission or due diligence fees in connection with sales made through them. We may accept subscriptions 

net of all or part of the sales commission and/or due diligence fees from certain subscribers, including subscribers who 

subscribe through registered investment advisers. Under such net purchases, the net price excluding the Sales Commission 

would be $46,500 per Unit and the net price excluding the Sales Commission and DD Fee would be $45,750 per Unit. 

Generally, the $46,500 per Unit price would be for sales through RIAs who are associated with a selling group broker dealer 

and the $45,750 per Unit price would be for direct sales made by Silver Wolf and its management (officers and directors) 

or through RIAs who are not affiliated with a selling group broker dealer. •See “Plan of Distribution.” 

 
The Escrow Agreement will provide for the T1 Closing to be achieved upon the sale of 40 Units, and the T2 Closing to be achieved upon 

the sale of 560 Units, regardless of the total invested capital. In addition, the co-investment provisions discussed above will apply to the 

Escrow terms. We reserve the right to change the allocations of proceeds within these categories, or to make other modifications in our 

business plan as we determine is in the best interest of the Company.   

 

Use of Proceeds 

 

The Company plans to use the funds from this Offering on the following business-related expenditures: 

 

CAPEX Expenditure Projected Budget 

Pipeline Purchase Price $20,000,000 

Closing Due Diligence  $1,000,000 

Phase 1 - Conversion and construction CAPEX $9,500,000 

Phase 2 – Construction CAPEX $4,250,000 

20% Conversion Construction Contingency $2,750,000 

Pre-Service Operating OPEX $2,000,000 

Total Projected $39,500,000 
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Compensation to Silver Wolf  

 

Silver Wolf shall be paid the following fees and compensation: 

 

(a) Organization and Offering Expenses Fee.  (From the Offering Proceeds- One-time payment) The 

Company shall pay to Silver Wolf an organization and O&O in a non-accountable amount equal to 2.0% of 

the initial Capital Contributions of the Class A Members and Class B Members, up to $940,000, payable at 

each Closing.   

 

(b) General and Administrative Expenses. (From Operations-Recurring) The Board has budgeted the 

Company’s monthly G&A Expense to cover management operations, administrative staff, office and 

equipment, and legal and accounting, payable from gross revenues in the amount of $233,000 per month. 

The G&A Expense is budgeted for inflation adjustments at 2.5% per year. The Company shall pay all 

operating expenses incurred by it and shall reimburse Silver Wolf for any expenses incurred by Silver Wolf 

on behalf of the Company. Operating expenses include all expenses of the Company actually and necessarily 

incurred by the Company or by Silver Wolf on behalf of the Company, including, without limitation, all 

bookkeeping and auditing expenses incurred in maintaining the Company financial and operational records; 

expenses of preparation and mailing of reports; expenses (including legal fees and accounting fees) associated 

with the preparation and mailing of tax returns to Members; legal, accounting, consulting and similar fees 

for services rendered to the Company; all costs of borrowed money and all taxes applicable to the Company; 

travel and related expenses; salaries and related payroll expenses for officers and employees of the Company 

other than Silver Wolf; expenses of attorneys, consultants, accountants and other persons rendering 

specialized services; all Damages incurred by the Company or any Person entitled to indemnification from 

the Company; all insurance premiums; all other expenses incurred by the Company; and all expenses paid 

by Silver Wolf to other Persons for services rendered on behalf of the Company.   

 

 (c) Distributions-Class C Units.  Currently, Silver Wolf owns all Class C Units and for each distribution 

after the Class A Members and Class B Members receive their respective Preferred Returns (20.0% for Class 

A and 12.0% for Class B) and the return of total Capital Contributions (100% of their total Capital 

Contributions for all Class A Members and Class B Members), Silver Wolf shall receive fifty percent (50%) 

of all remaining distributions through liquidation of the Company.  

 

Thus, if the Company does not provide its Class A Members and Class B Members with the Preferred Return 

and a total return of Capital Contributions on their investment, Silver Wolf receives no distributions or back-

end payments from the Company.   
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DESCRIPTION OF SECURITIES  

We are offering Class A Units and Class B Units of membership interest in a Delaware limited liability company. If 

you purchase Class A Units or Class B Units, you will become a Class A Member or Class B Member, respectively 

in the Company. You may become both a Class A Member and Class B Member by purchasing both Class A Units 

and Class B Units. The Capital Contribution for each Class A Unit and Class B Unit is $50,000, and the minimum 

subscription is one Unit, unless we permit the purchase of a lesser amount. The Offering will use three tranches: (1) 

Tranche One: Escrow Deposit Finance Offering: a minimum of $1,500,000 (“T1 Minimum Amount”) and a maximum 

of $2,000,000 (“T1 Maximum Amount”)(All or None, Subject to Co-Investment Escrow Terms with respect to first 

$1,500,000 and best efforts with respect to the remaining $500,000), 40 Class A Units @ $50,000 per Class Unit; 

(“Tranche One” or “Tranche One Offering”); (2) Tranche Two: Minimum Offering: $28,000,000 (the “Minimum 

Offering” or “Minimum Offering Amount”);  (All or None, Subject to Co-Investment Escrow Terms), 560 Class B 

Units @ $50,000 per Class B Unit (“Tranche Two” or “Tranche Two Offering”); and (3) Tranche Three: Best Efforts: 

Up to $17,000,000 (the “Maximum Offering” or “Maximum Offering Amount”), 340 Class B Units @ $50,000 per 

Class B Unit (the “Tranche Three” or “Tranche Three Offering”). 

 

The aggregate number of authorized Units for the Company is two thousand (2,000) Units of Membership Interest. 

forty (40) of the authorized Units shall be designated Class A Units, nine hundred (900) of the authorized Units shall 

be designated Class B Units, and nine hundred and forty-one (941) of the authorized units shall be designated Class 

C Units to be owned by Silver Wolf. The Company shall not have the authority to authorize or issue Units in excess 

of the designated Units without a Member Super Majority and Board consent. The rights of the Class A Units issued 

to each Class A Member, and of the Class B Units issued to each Class B Member, and of the Class C Units issued 

to each Class C Member are determined by the Company Agreement. 

 

Each Class A Member and Class B Member is a person admitted as a member in the Company who purchased at least 

one Unit or partial Unit to the Company. Each Class A Member shall receive priority on its return of Capital 

Contributions and a preferential return which shall accrue until paid equal to 20.0% per annum (cumulative but not 

compounded) on such Class A Member’s Capital Contribution. Each Class B Member shall receive second priority 

on its return of Capital Contributions and a preferential return which shall accrue until paid equal to 12.0% per annum 

(cumulative but not compounded) on such Class B Member’s Capital Contribution. Such distributions are subject to 

the Board’s exclusive, sole discretion and decision and shall be made based on available capital and other business 

requirements, including reserves. All such distributions shall accrue from the date in which invested funds are 

available to the Company.   

 

The Units are being offered until the Offering Termination Date. The purchase price for the Units is payable in full 

with the delivery of the purchaser’s Subscription Agreement. All subscription payments received for Units for the 

Tranche One Offering of 40 Class A Units and for the Tranche Two Offering of the Minimum Offering of 560 Class 

B Units will be held in the Escrow Account by the Escrow Agent. If the Tranche One Offering is not subscribed by 

the Offering Termination Date, the Offering will be terminated and all amounts held in the Escrow Account will be 

promptly returned to the subscribers. If Tranche One successfully closes, then the Escrow Agent will release the 

Tranche One Funds to the Company, and the Offering will continue with the Tranche Two Offering of Class B Units 

and all Tranche Two subscription payments will be deposited into the Escrow Account pending a successful Minimum 

Offering. If the Tranche Two Minimum Offering is not subscribed by the Offering Termination Date, the Offering 

will be terminated, and all amounts held in the Escrow Account will be promptly returned to the subscribers. If the 

Tranche Two Offering successfully closes at the Minimum Offering, then the Escrow Agent will release the Tranche 

Two Funds to the Company. If the T2 Closing occurs prior to the Offering Termination Date, the Offering will 

continue with the Tranche Three Offering on a best efforts basis, with all Tranche Three Funds being released to the 

Company through a series of closings on a per subscription basis without any escrow restrictions.  

 

  



 

72 

Michigan Express Pipeline Holdings, LLC Private Placement Memorandum 

DISTRIBUTIONS 

Pursuant to Article III of the Company Agreement, and subject to the terms and conditions of the Company 

Agreement, the Board in its discretion shall cause the Company to distribute, such cash deemed available for 

distribution. Cash available for distribution shall be determined by the Board in its sole and absolute discretion. Subject 

to any mandatory withholding pursuant to the Code, the laws of any state or the laws of any other jurisdiction, and 

distribution in connection with liquidation or dissolution, the Board shall make distributions of cash from operating 

revenue, assets sales, or a liquidation of the Company’s assets, and all distributions of cash available for distributions 

shall be made in the following priority: 

 

i. first, to each Class A Member, pro rata in accordance with such Member’s Class A Percentage, until 

the Unpaid Class A Preferred Return with respect to the Class A Units has been reduced to zero;  

ii. second, to each Class A Member, pro rata in accordance with such Class A Member’s Class A 

Percentage, until the Unpaid Class A Preferred Amount with respect to the Class A Units has been 

reduced to zero; 

iii. third, to each Class B Member, pro rata in accordance with such Member’s Class B Percentage, until 

the Unpaid Class B Preferred Return with respect to the Class B Units has been reduced to zero; 

iv. fourth, to each Class B Member, pro rata in accordance with such Class B Member’s Class B 

Percentage, until the Unpaid Class B Preferred Amount with respect to the Class B Units has been 

reduced to zero;  

v. thereafter, fifty percent (50%) to each Class A Member and Class B Member, pro rata in accordance 

with such Class A Member’s and Class B Member’s Class A and B Percentage and fifty percent (50%) 

to the Class C Members, pro rata in accordance with such Class C Member’s Class C Percentage.   

The Company may make distributions to the Members in an amount sufficient to permit the payment of the tax 

obligations of the Members to the extent not previously taken into account for such purpose or distributed to the 

Members. Any such distributions will be taken into account in making subsequent distributions to the Members. 

 

There is no assurance that the Company will be able to make distributions in any amounts or at any times.  

Notwithstanding anything to contrary, final distributions shall not occur until all outstanding debts and obligations 

have been satisfied and after such time as prudent in the full discretion of the Board to wind up the affairs of the 

Company. 

 

SUMMARY OF COMPANY AGREEMENT 

 

The Company is offering Units in a Delaware limited liability company. Units in the Company are governed by the 

Company’s Certificate of Formation, the Company Agreement of the Company, and applicable provisions of the 

Delaware Limited Liability Company Act (6 Del.C. § 18-101, et seq.), as the same may be amended from time to 

time. The Company Agreement governs the relationship between the Company and each Member and among the 

Members of the Company. 

 

The following is a summary of certain provisions of the Company Agreement, in addition to the provisions regarding 

distributions described above. A copy of the Company Agreement is attached to this Memorandum as Exhibit A. You 

should thoroughly review the Company Agreement before making a decision to invest in the Company. 

 

Units of Membership Interest.  The aggregate number of authorized Units for the Company is two thousand (2,000) 

units (“Units”). Forty (40) of the authorized Units shall be designated Class A Units, nine hundred (900) of the 

authorized Units shall be designated Class B Units, and nine hundred and forty-one (941) of the authorized units shall 

be designated Class C Units to be owned by Silver Wolf. The Company shall not have the authority to authorize or 

issue Units in excess of the designated Units without a Member Super Majority and Board consent. The rights of the 

Class A Units issued to each Class A Member, and of the Class B Units issued to each Class B Member, and of the 

Class C Units issued to each Class C Member are determined by this Agreement. 

 

Liability of Members.  Under the Company Agreement and Delaware law, the liability of each Member is limited to 

the amount of the Member’s contributions, plus any increase in value of the Member’s Capital Account. Members in 
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a limited liability company are not generally or personally liable for the obligations of the Company. The Company 

Agreement provides that the Members do not have the right to take part in the management or control of the Company, 

although Members may exercise the right to vote on the matters as set forth in the Company Agreement.    

 

Under Delaware law, a limited liability company shall not make a distribution to a member to the extent that at the 

time of the distribution, after giving effect to the distribution, all liabilities of the limited liability company, other than 

liabilities to members on account of their limited liability company interests and liabilities for which the recourse of 

creditors is limited to specified property of the limited liability company, exceed the fair value of the assets of the 

limited liability company, except that the fair value of property that is subject to a liability for which the recourse of 

creditors is limited shall be included in the assets of the limited liability company only to the extent that the fair value 

of that property exceeds that liability.  

 

Board.  Except as otherwise provided in the Company Agreement or by non-waivable applicable Law, the power and 

authority to manage, direct and control the Company will be vested in the Board, and the Board will have full, 

complete, and exclusive authority to manage, direct and control the business, affairs, and properties of the Company.  

The Board initially shall consist of three Representatives, all of which shall be designated by Silver Wolf.  The number 

of managers of the Company may be increased only by the majority vote of all classes of Units outstanding. Any 

Representative may be removed or replaced at any time and for any reason or no reason by the Member or Members 

entitled to designate such Representative to the Board.  

 

The Board has broad authority to manage the business and affairs of the Company. The Company Agreement provides 

that the Board and the Representatives shall not be liable to the Company or to any Member for any loss or damage 

sustained by the Company or any Member except loss or damage resulting from its gross negligence, willful breach 

or knowing violation of law or a transaction for which the manager received a personal benefit in violation or breach 

of the provisions of the Company Agreement. Members who have questions concerning the duties of the Board should 

consult their own counsel. 

 

Silver Wolf.  Silver Wolf will own at least fifty-one percent (51%) of the outstanding Units of the Company. Silver 

Wolf will have the power to designate all of the Representatives of the Board. Silver Wolf will contract with the 

Company to perform, or cause its affiliates to perform, centralized corporate, general and administrative services for 

the Company, such as legal, corporate record keeping, planning, budgeting, regulatory, accounting, billing, business 

development, treasury, insurance administration and claims processing, risk management, health, safety and 

environmental, information technology, human resources, investor relations, cash management and banking, payroll, 

internal audit, taxes and engineering. As a result, Silver Wolf will exercise substantial control over the Company. 

Silver Wolf may have other business interests and may engage in other employment or activities in addition to those 

relating to the Company, including activities that compete with the activities of the Company for assets, customers 

and investors. Members of the Company shall not have any right to share in profits derived from other activities of 

Silver Wolf merely because they own a Unit in the Company. Members who have questions concerning the duties of 

Silver Wolf should consult their own counsel. 

 

Silver Wolf is entitled to reimbursement of its expenses incurred on behalf of the Company, and is entitled to be 

indemnified for any loss or expenses incurred in connection with its activities on behalf of the Company.   

 

Power of Attorney.  Each Representative of the Board is authorized with full power of substitution, as each Member’s 

true and lawful agent and attorney-in-fact, with full power and authority in such Member’s name, place and stead, to 

execute (under seal or otherwise), swear to, acknowledge, deliver, file and record in the appropriate public offices (i) 

the Company Agreement, all certificates and other instruments and all amendments thereof in accordance with the 

provisions of the Company Agreement which the Board deems appropriate or necessary to form, qualify, or continue 

the qualification of, the Company as a limited liability company in the State of Delaware and in all other jurisdictions 

in which the Company may conduct business or own property; (ii) all instruments which the Board deems appropriate 

or necessary to reflect any amendment, change, modification or restatement of the Company Agreement in accordance 

with its terms; (iii) all conveyances and other instruments or documents which the Board deems appropriate or 

necessary to reflect the dissolution of the Company pursuant to the provisions of the Company Agreement, including 

a certificate of cancellation; (iv) all conveyances, documents and instruments which the Board deems appropriate or 

necessary to effectuate the provisions of the Company Agreement. The foregoing power of attorney is irrevocable and 

coupled with an interest, and shall survive and not be affected by the death, disability, incapacity, dissolution, 
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bankruptcy, insolvency or termination of any Member and the transfer of all or any portion of such Member’s Units 

or other company interests and shall extend to such Member’s heirs, successors, assigns and personal representatives.  

Each Member agrees to be bound by any representations or actions made or taken by any Representative or liquidator 

pursuant to this power of attorney and hereby waives any and all defenses that may be available to contest, negate or 

disaffirm the action of such Representative or liquidator taken in good faith under this power of attorney.  

 

Actions That May be Taken by the Board.  The manager is vested with the full, complete, and exclusive authority 

to manage, direct and control the business, affairs, and properties of the Company and to make all decisions affecting 

the Company’s affairs and business, as deemed proper, convenient or advisable by the Board to carry on the business 

of the Company as described herein. Without limiting the generality of the foregoing, the Company shall not (and 

shall not permit or cause, as applicable, any of its Subsidiaries to), directly or indirectly, without the prior approval of 

the Board:  

 

i. declare or pay any dividends or make any distributions upon any of the Units or company interests or 

any of the equity securities of any such subsidiary, except for distributions by a directly or indirectly 

wholly owned subsidiary of the Company to the Company or another directly or indirectly wholly owned 

subsidiary of the Company; 

ii. redeem, purchase, or otherwise acquire any of the Units or company interests or any of the equity 

securities of any subsidiary; 

iii. authorize or enter into any agreement providing for the issuance (contingent or otherwise) of, or issue, 

any Units, other company interests, equity interests of any subsidiary or any notes or debt securities 

containing equity features, except for (i) issuances of Units on the Effective Date as contemplated by 

this Agreement and (ii) issuances by a directly or indirectly wholly owned subsidiary of the Company 

to the Company or a directly or indirectly wholly owned subsidiary of the Company;  

iv. make any loans or advances to, guarantees for the benefit of, direct or indirect purchases or other 

acquisitions of any notes, obligations, instruments, stock, securities or ownership interest (including 

partnership interests and joint venture interests) of, or any capital contributions to, any Person, except 

for (i) trade credit in the ordinary course of business, (ii) acquisitions permitted under Section 4.02(b)(v) 

of the Company Agreement and (iii) to, of or in a directly or indirectly wholly owned subsidiary of the 

Company by the Company or a directly or indirectly wholly owned subsidiary of the Company; 

v. acquire any interest in any company or business (whether by a purchase of assets, purchase of stock, 

merger or otherwise) or enter into any joint venture or strategic alliance; 

vi. merge or consolidate with any Person; 

vii. sell, lease, or otherwise dispose of assets having in the aggregate a Fair Market Value of more than 

$1,000,000 in any single transaction or series of related transactions or $10,000,000 in the aggregate for 

any Fiscal Year; 

viii. sell, license, or permanently dispose of, or enter into any agreement or arrangement in respect of, any 

material intellectual property rights; 

ix. liquidate, dissolve, or effect a recapitalization or reorganization in any form of transaction (including 

any reorganization into a limited liability company, a partnership or any other non-corporate entity which 

is treated as a partnership for federal income tax purposes); 

x. allocate any proceeds from a liquidation or change in control in a manner that is not consistent with 

Section 10.02 of the Company Agreement; 

xi. make any change in the nature of the Company and its subsidiaries’ business such that it is materially 

different than the Business, including entering into the management of other lines of business; 

xii. become subject to (including by way of amendment to or modification of) any agreement or instrument 

which by its terms would (under any circumstances) restrict the Company’s performance of its 

obligations under the provisions of this Agreement or the Certificate; 

xiii. (x) amend, waive or otherwise modify any provision of the Certificate, this Agreement or any 

subsidiary’s certificate of formation or equivalent governing document, or (y) file any resolution of the 
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Board or any subsidiary’s governing body with the Secretary of State of the State of Delaware or the 

Secretary of State of such subsidiary’s state of organization; 

xiv. enter into, amend, waive, or otherwise modify, or terminate any agreement, transaction, benefit plan, 

commitment or arrangement with any of the Company’s or any of its subsidiaries’ equityholders, 

executive officers, directors, Representatives or affiliates or with any affiliates of such equity holders, 

executive officers, directors, Representatives, or any Relative of any such person or with any entity in 

which any such person owns a beneficial interest, except in each case as otherwise expressly 

contemplated by this Agreement; 

xv. create, incur, assume, or suffer to exist, or enter into, amend, extend, waive or otherwise modify, or 

terminate any agreement with respect to, any Indebtedness at any time; 

xvi. create, incur, assume, or suffer to exist liens, except liens that (i) arise by operation of Law in the ordinary 

course of business, (ii) are incurred in connection with trade debt in the ordinary course of business, (iii) 

are incurred to secure indebtedness under a revolving or term loan facility permitted by Section 

4.02(b)(xv) of the Company Agreement; 

xvii. change the Fiscal Year or permit any of its subsidiaries to change its fiscal year; 

xviii. (x) change the authorized size or composition of the Board or the board of directors of any of its 

subsidiaries from that set forth in Section 4.01(a) of the Company Agreement or establish any committee 

of the Board or the board of directors of any of its Subsidiaries except as otherwise contemplated by 

Section 4.01(e) of the Company Agreement, (y) change the number or composition of Representatives 

or reallocate the associated rights to designate any Representative or (z) set or change the compensation 

of Representatives; 

xix. adopt any equity option plan or employee equity ownership plan, equity purchase or restricted equity or 

equity appreciation rights plan or issue any Units or other equity interests to its or its subsidiaries’ 

employees, directors or service providers; 

xx. (x) terminate the employment of or hire any officer, (y) enter into, amend, waive or otherwise modify, 

or terminate any other employment arrangement with any Class C Member or any Affiliate thereof; 

xxi. (x) register any of the Company’s or its subsidiaries’ securities pursuant to the Securities Act or the 

Securities Exchange Act or grant any registration rights with respect to any such securities, in each case 

other than pursuant to this Agreement or (y) select or retain, or enter into, amend, terminate, or modify 

any retention arrangement with any underwriter, manager, or financial advisor to advise the Company 

and its Subsidiaries with respect to any proposed sale or to underwrite, or advise the Company with 

respect to, an initial public offering; 

xxii. approve any budget prepared by the Company and presented to the Board pursuant to Section 6.03(a)(iii) 

of the Company Agreement or amend, waive, or otherwise modify any budget that has been previously 

approved by the Board; 

xxiii. make or change any tax election, change any annual tax accounting periods or adopt or change any 

method of tax accounting;  

xxiv. take any other material action that would be outside the ordinary course of business or on other than 

arms’-length terms; or 

xxv. agree or commit to any of the foregoing. 

 

Capital Accounts.  A separate Capital Account will be maintained for each Member. A Member’s Capital Account 

will have an initial balance equal to such Member’s initial Capital Contribution. The amount of each Member’s Capital 

Account generally will be equal to the aggregate Capital Contributions credited to such Member’s Capital Account, 

increased by the amount of any items of income, gain or profit allocated to such Member’s Capital Account and 

decreased by any distributions to the Member by the Company and by the amount of any expense and losses allocated 

to the Member’s Capital Account.   

 

Borrowings.  The Board is authorized to borrow money for the Company on such terms as the manager deems 

appropriate, and in connection with such borrowings, to pledge the assets of the Company to secure repayment of the 
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borrowed sum. Any Company borrowings shall be without recourse to the Members except as otherwise specifically 

agreed to in writing by a Member as to each borrowing. Investors should anticipate that the Company may borrow 

funds up to approximately 40% of the total Capital Contributions if only a T2 Closing is achieved, subject to the 

Board’s sole and absolute discretion. The repayment of these loans will likely be secured by mortgages, deeds of trust 

or security interests against all the respective assets that will likely place any such third-party lenders in a senior 

secured position ahead of all Member investors. These loans will be paid off from the respective revenues from the 

operations of the Company’s business.   

 

Allocations.  After giving effect to the regulatory allocations, profits and losses (and to the extent necessary to achieve 

the resulting Capital Account balances described below, any allocable items of gross income, gain, loss and expense 

includable in the computation of profits and losses) for each fiscal period shall be allocated among the Members during 

such fiscal period, in such a manner as shall cause the Capital Accounts of the Members (as adjusted to reflect all 

regulatory allocations and all distributions through the end of such fiscal period) to equal, as nearly as possible, (a) 

the amount such Members would receive if all assets of the Company on hand at the end of such fiscal period were 

sold for cash equal to their book values, all liabilities of the Company were satisfied in cash in accordance with their 

terms (limited in the case of non-recourse liabilities to the book value of the property securing such liabilities), and all 

remaining or resulting cash were distributed to the Members under Section 3.01 of the Company Agreement, minus 

(b) such Member’s share of minimum gain and Member nonrecourse debt minimum gain, computed immediately 

prior to the hypothetical sale of assets, and the amount any such Member is treated as obligated to contribute to the 

Company, computed immediately after the hypothetical sale of assets. 

 

Transfers of Membership Interest.  A Member shall not have the right to transfer a Membership Interest without 

the prior consent of the Board, or in accordance with the terms and conditions of the Company Agreement. The Board 

may withhold consent to a Transfer in its discretion, and will withhold consent if any proposed transfer would result 

in a violation of or loss of exemption under applicable securities laws, or would result in adverse tax consequences to 

the Company or the Members or would result in the assets of the Company becoming subject to ERISA. A transferee 

of a Member’s interest in the Company will be substituted as a Member entitled to all the rights of a Member if, and 

only if, the manager consents to such substitution, the transferee pays to the Company all costs and expenses incurred 

in connection with such transfer and the transferee agrees to be bound by the Company Agreement. Transfer of a 

Membership Interest by operation of law will result in the transferee having the rights of an assignee who has not been 

admitted as a Member, which includes the right to receive allocations to the Capital Account, and distributions with 

respect to such Membership Interest, but not the right to vote or otherwise participate in the affairs of the Company, 

unless the transferee is then admitted as a Member.  

 

Meetings and Votes of Members.  For situations where the approval of the Members (rather than the approval of the 

Board on behalf of the Members) is required by the Company Agreement or by non-waivable applicable Law or where 

the Board wishes to have the Members decide a particular matter, the Members shall act through meetings called by 

a Representative of the Board or written consents. Class A Members and Class B Members will not be entitled to vote 

or to receive notice of any meeting, vote or consent except as specifically provided in the Company 

Agreement.  Whenever a vote of the Members is required or desired: each Member owning Class A Units shall have 

one vote per Class A Unit; each Member owning Class B Units shall have one vote per Class B Unit; each Member 

owning Class C Units shall have one vote per Class C Unit. The Members shall always vote together as a single class 

unless specifically provided by the Company Agreement.   

 

Member Approval Rights.  The Company shall not (and shall not permit or cause, as applicable, any of its 

Subsidiaries to), directly or indirectly, without the prior approval of the Members holding an aggregate greater than 

66.33% of the outstanding Class A Units, Class B Units and Class C Units voting together as a class:  

 

i. liquidate, dissolve, or effect a recapitalization or reorganization in any form of transaction (including 

any reorganization into a limited liability company, a partnership or any other non-corporate entity which 

is treated as a partnership for federal income tax purposes); 

ii. make any change in the nature of the Company and its Subsidiaries’ business such that it is materially 

different than the Business, including entering into the management of other lines of business; 

iii. authorize or enter into any agreement providing for the issuance (contingent or otherwise) of, or issue, 

any Units, other company interests, equity interests of any subsidiary or any notes or debt securities 
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containing equity features, except for (i) issuances of Units on the Effective Date as contemplated by 

this Agreement (including Class C Units) and (ii) issuances by a directly or indirectly wholly owned 

subsidiary of the Company to the Company or a directly or indirectly wholly owned subsidiary of the 

Company;  

iv. (x) change the authorized size or composition of the Board or the board of directors of any of its 

Subsidiaries from that set forth in Section 4.01(a) or establish any committee of the Board or the board 

of directors of any of its Subsidiaries except as otherwise contemplated by Section 4.01(e), (y) change 

the number or composition of Representatives or reallocate the associated rights to designate any 

Representative or (z) set or change the compensation of Representatives; or  

v. amend, waive or otherwise modify any provision of the Certificate, this Agreement or any subsidiary’s 

certificate of formation or equivalent governing document. 

Member Information Rights.  Until the consummation of a third party sale or initial public offering of the Company, 

the Company shall deliver to each Member with a Capital Contribution of greater than $1,000,000: 

 

i. as soon as practicable, but in any event within 45 days after the end of each Fiscal Year (or such shorter 

period as is required by any agreement to which the Company or any of its Subsidiaries is a party), an 

income statement for such Fiscal Year, a balance sheet and statement of members’ equity as of the end 

of such year, a statement of cash flows for such year, and a supplementary schedule containing the 

Company’s consolidating balance sheet and income statement, such year-end financial reports to be in 

reasonable detail, prepared in accordance with generally accepted accounting principles and, within 120 

days after the end of such Fiscal Year, audited and certified by independent public accountants selected 

by the Board;  

ii. as soon as practicable, but in any event within 30 days after the end of each fiscal quarter (including the 

last quarter in each Fiscal Year), an unaudited profit or loss statement, a statement of cash flows schedule 

for such quarter, an unaudited balance sheet, and a statement of member’s equity as of the end of such 

quarter, prepared in accordance with GAAP; 

iii. as soon as practicable, but in any event 30 days prior to the end of each Fiscal Year, a budget for the 

next Fiscal Year, prepared on a monthly basis, including income statements, balance sheets and a 

statement of cash flows for such months and, as soon as prepared, any other budgets or revised budgets 

prepared by the Company;  

iv. as soon as practicable, but in any event within 15 days after the end of each fiscal month, copies of 

reports relating to the business prepared by or provided to management, including preliminary 

calculations of revenue, expense, income, cash flows and other key performance indicators identified by 

the Board; and 

v. promptly, from time to time, such other information regarding the business, prospects, financial 

condition, operations, property or affairs of the Company and its subsidiaries as the Board reasonably 

may request. 

Until the consummation of a third party sale or initial public offering of the Company, the Company shall deliver to 

each Member with a Capital Contribution of greater than five hundred thousand dollars ($500,000): 

 

i. as soon as practicable, but in any event within 45 days after the end of each Fiscal Year (or such shorter 

period as is required by any agreement to which the Company or any of its Subsidiaries is a party), an 

income statement for such Fiscal Year, a balance sheet and statement of members’ equity as of the end 

of such year, a statement of cash flows for such year, and a supplementary schedule containing the 

Company’s consolidating balance sheet and income statement, such year-end financial reports to be in 

reasonable detail, prepared in accordance with generally accepted accounting principles and, within 120 

days after the end of such Fiscal Year, audited and certified by independent public accountants selected 

by the Board;       

 

Member Tag-Along Rights. If at any time Silver Wolf elects to Transfer to any Person (other than an affiliate of 

Silver Wolf) any number of Class C Units held by Silver Wolf on the date thereof in a single transaction or series of 

related transactions (except in a third party sale), then Silver Wolf shall provide notice thereof to the other Members 
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and each Member shall be entitled to exercise the following rights by providing notice of the number of Units with 

respect to which it wishes to exercise such rights: (i) each Member shall be entitled to transfer as part of such Tag Sale 

a percentage of its Units equal to the percentage of Silver Wolf’s Class C Units that are being transferred pursuant to 

such tag sale, for the aggregate consideration to be paid in such tag sale and on the terms set forth. Notwithstanding 

the foregoing, if the number of Units required to be transferred or sold pursuant to this Section exceeds the number of 

Units that the proposed transferee is willing to purchase pursuant to the applicable tag sale, then the number of Units 

each Member is permitted to transfer pursuant to this Section shall be reduced proportionately until the aggregate 

number of Units required to be sold does not exceed the number of Units such proposed transferee is willing to 

purchase pursuant to such tag sale.  With respect to any tag sale, the Board shall allocate the aggregate consideration 

payable in connection therewith among the participating Members in accordance with Article III of the Company 

Agreement.  

 

Member Co-Sale Obligation.  If Silver Wolf proposes to transfer all of its Units to a bona fide third party, then Silver 

Wolf shall provide the Company with written notice thereof. The Company shall, promptly following receipt of any 

such notice, provide written notice of such proposed third party sale to each other Member.  Each other Member shall 

be obligated to transfer its respective co-sale Units to any third party acquirer pursuant to any third party sale and to 

take all reasonable, necessary, or desirable actions requested by the co-sale Transferor in connection with the 

consummation of such third party sale. Promptly after the consummation of a third party sale, the Company shall give 

written notice thereof to each co-sale Member, shall remit to each such co-sale Member who has complied the portion 

of the aggregate consideration to which it is entitled (to the extent the acquiring party has not already paid such 

aggregate consideration directly to such co-sale Member), and shall furnish such other evidence of the completion and 

time of completion of such third party sale and the terms thereof as may be reasonably requested by such co-sale 

Members.  Proceeds from a third party sale will be distributed to the Members in accordance with Article III of the 

Company Agreement. No Member will be obligated to pay more than its pro rata share of the Company’s transaction 

expenses associated with a third party sale. Representations and warranties in connection with a third party sale shall 

be limited to representations and warranties concerning each Member’s title to the Units and authority, power and 

right to enter into and consummate the third party sale without contravention of any Law or agreement. 

 

Reorganization of the Company. The Board may, subject to the Members approval rights, in advance of, and in 

order to facilitate, a third party sale, a tag sale, an initial public offering, or for other reasons which the Board deems 

to be in the best interests of the Company, cause the Company to reorganize its business, or any portion thereof, 

including by way of: (i) the Transfer of all of the assets of the Company, subject to the liabilities of the Company, or 

the transfer of any portion of such assets and liabilities, to one or more business entities in exchange for equity interests 

of said business entities and the subsequent distribution of such equity interests, at such time as the Board may 

determine, to the Members in accordance with this agreement, (ii) by transfer by each of the Members of Units held 

by such Member to one or more business entities in exchange for equity interests of said business entities and, in 

connection therewith, each Member hereby agrees to the Transfer of its Units in accordance with the terms of exchange 

as provided by the Board, and further agrees that, as of the effective date of such exchange, any Units outstanding 

thereafter which shall not have been tendered for exchange shall represent only the right to receive a certificate 

representing the number of equity interests of said business entities as provided in the terms of the exchange, (iii) the 

merger of the Company with and into a business entity as a result of which Members receive as merger consideration 

equity interests of such business entity, as the surviving entity to the merger, which merger shall not be required to be 

approved by the Members, (iv) the conversion of the Company to another type of business entity, which conversion 

shall not be required to be approved by Members, (v) the continuation of the Company in a manner such that it is 

conducted as an entity treated as a partnership for U.S. federal income tax purposes with a newly formed corporation 

admitted and designated as the “managing member” of the Company, the certificate of incorporation and bylaws of 

such newly formed corporation to contain provisions for the management of the business and affairs thereof, and this 

Agreement to contain provisions for the management of the business and affairs of the Company, in each case, as 

determined by the Board immediately prior to such reorganization or (vi) any combination of any of the foregoing.  

The Members will work together in good faith and shall take all actions requested by the Board to accomplish any 

reorganization in the most tax-advantageous manner reasonably available, and the Company shall facilitate such 

structuring as may reasonably be necessary or appropriate in order to accomplish the reorganization in such a Tax-

advantaged manner, including permitting the merger into or acquisition by the Company (or its corporate successor) 

of a corporation (or entity treated as such for federal income tax purposes) that directly or indirectly owns Units.  The 

Company shall effect the reorganization in such manner as the Board shall determine to fairly represent and preserve 

the relative economic and other rights of the Members at the time; provided, however, that no Member shall be subject 
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to any personal liability in respect of its ownership interest in the business entity following such reorganization. In the 

case of a reorganization, the equity interests of the resulting business entity shall be divided into classes and series and 

shall be allocated to and among the Members in such manner as shall result in the Members having the same relative 

rights with respect to the assets, distributions, profits and losses of the Company immediately prior to the 

reorganization, all as determined by the Board. Notwithstanding the foregoing, if the event triggering a reorganization 

is a public offering, then the capital stock of the corporation may consist of a single class, allocated to and among the 

Members as if the Company had been dissolved, its liabilities had been satisfied in full and its remaining assets 

converted into cash and distributed to the Members, all pursuant to Section 10.02 of the Company Agreement, and 

such cash paid by the Members to the corporation in exchange for shares. It is the intent of the Members that a 

reorganization of the Company, or any similar restructuring of its Subsidiaries whether currently existing or existing 

in the future, are part of the Member’s initial investment decision with respect to the Units. 

 

Public Offering. In the event of an initial public offering, the Members may be required to enter into a lock-up 

agreement for a period of up to 180 days and the Company shall enter into a registration rights agreement with the 

Members. 

 

Withdrawal and Resignation of Members.  No Member shall have the power or right to withdraw or otherwise 

resign from the Company prior to dissolution, except as otherwise expressly permitted by the Company Agreement. 

Upon (i) a direct transfer or forfeiture of all of a Member’s Interest in a transfer permitted by the Company Agreement 

or a forfeiture mandated by this agreement and (ii) in the case of a direct Transfer permitted by the Company 

agreement, the admission of such transferee as a Member, such transferring Member or forfeiting Member shall cease 

to be a Member. 

 

Withholding.  Should the Company be required, pursuant to the Code, the laws of any state or any other provision of 

law, to withhold any amount from amounts otherwise distributable to any Member or on the basis of income allocable 

to any Member, the Company shall withhold those amounts, and any amounts so withheld shall be deemed to have 

been distributed to that Member.  The Company shall remit the sums so withheld to, and file the required forms with, 

the IRS or the appropriate authority of any such state or other applicable government agency. In the event of any 

claimed over-withholding, a Member shall be limited to an action against the IRS or the appropriate authority of any 

such state or other applicable government agency for refund. If the amounts required to be withheld exceed the 

amounts which would otherwise have been distributed to a Member, the Member shall contribute any deficiency to 

the Company within ten (10) business days after notice from the Company.   

 

Tax Matters.  The Company shall arrange for the preparation and timely filing of all tax returns required to be filed 

by the Company. The taxable year shall be the Fiscal Year set forth in Section 6.02 of the Company Agreement unless 

the Board shall determine otherwise in compliance with applicable laws. The Board shall determine whether to make 

or revoke any available election pursuant to the Code. Each Member will upon request supply promptly any 

information necessary to give proper effect to such election. No Member shall file or cause to be filed an election 

under applicable Treasury regulations for the Company to be treated as an association taxable as a corporation for 

U.S. federal income tax purposes, or any similar election under applicable state or local Law. 

 

Dissolution.  The Company shall not be dissolved by the admission of new Members. The Company shall, subject to 

Member Approval Rights, dissolve, and its affairs shall be wound up upon the first to occur of the following: 

 

i. the tenth anniversary of the Effective Date, which date may be extended for up to two one-year periods 

by the Board with the affirmative consent of the Member Super Majority; 

ii. the affirmative vote of the Board approving such dissolution and liquidation; 

iii. at any time there are no members of the Company, unless within 90 days of the occurrence of the event 

that terminated the continued membership of the last remaining member of the Company, the personal 

representative of the last remaining member agrees in writing to continue the Company and to the 

admission to the Company of such personal representative or its nominee or designee as a Member, 

effective as of the occurrence of such event, and such personal representative or its nominee or designee 

shall be admitted upon its execution of an instrument signifying its agreement to be bound by the 

provisions of this agreement; 

iv. upon the sale or other transfer of all or substantially all of the assets of the Company; or 
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v. the entry of a decree of judicial dissolution of the Company pursuant to Section 18-802 of the Delaware 

Act. 

 

CONFLICTS OF INTEREST AND TRANSACTIONS WITH RELATED PARTIES 

 

Silver Wolf and its affiliates may be actively engaged in other businesses, including but not limited to midstream oil 

and gas businesses, pipeline assets, their ownership, investing, and management. Such activities could likely create 

conflicts of interest with the Company. The contemplated activities of the Company will involve decisions by Silver 

Wolf on behalf of the Company and may involve transactions between the Company and any Silver Wolf or its 

affiliates. Any such decisions or transactions will lack the benefits of arm’s-length bargaining and will necessarily 

involve conflicts of interest. The Company may obtain goods and services from affiliates, but only upon terms which 

are at least as favorable to the Company as terms offered by competitors.  

 

Pursuant to an omnibus agreement, Silver Wolf will perform, or cause its affiliates to perform, centralized corporate, 

general and administrative services for the Company, such as legal, corporate record keeping, planning, budgeting, 

regulatory, accounting, billing, business development, treasury, insurance administration and claims processing, risk 

management, health, safety and environmental, information technology, human resources, investor relations, cash 

management and banking, payroll, internal audit, taxes and engineering. In exchange, the Company will pay it for 

overhead and expenses incurred in providing these services. This payment is represented above in the Estimated 

Operating Expenses section by the line item Allocated G&A. The payment to Silver Wolf and its affiliates are made 

prior to cash distributions to the Company’s unitholders.  

 

In all instances of operation and management of the Company where potential conflicts arise, Silver Wolf will deal 

fairly with the Company and its investors.   

 

Resolution of Conflicts of Interest. 

 

The Board has not developed, and does not expect to develop, any formal process for resolving conflicts of interest 

between the Board, the Company, and Silver Wolf. However, the Representatives of the Board are subject to fiduciary 

duties in connection with their activities as Representatives of the Board. While the foregoing conflicts could 

materially and adversely affect the investors, the Board, in its sole judgment and discretion, will attempt to mitigate 

such potential adversity by the exercise of its business judgment in an attempt to fulfill its fiduciary obligations. There 

can be no assurance that such an attempt will prevent adverse consequences resulting from the numerous conflicts of 

interest. 

 

Legal Representation. 

 

Counsel to the Company and Silver Wolf and its affiliates, in connection with this Offering is Winston & Strawn LLP 

and Stephen P. Carson, Esq.; and it is anticipated that such multiple representations by Winston & Strawn LLP and 

Stephen P. Carson, Esq. will continue in the future.  As a result, conflicts may arise in the future and if those conflicts 

cannot be resolved or the consent of the respective parties obtained to the continuation of the multiple representation 

after full disclosure of any such conflict, Winston & Strawn LLP and Stephen P. Carson, Esq. will withdraw from 

representing one or more of the conflicting interests with respect to the specific matter involved. Each investor 

acknowledges and agrees that counsel representing the Company and Silver Wolf and its affiliates does not represent 

and will not be deemed under the applicable codes of professional responsibility to have represented or to be 

representing any or all of the investors in any respect. Further, each investor consents to the Company and Silver Wolf 

and its affiliates hiring counsel for the Company, which is also counsel to Silver Wolf and its other affiliates. In 

addition, one or more attorneys from Winston & Strawn LLP or Stephen P. Carson, Esq. may make an investment to 

acquire Units pursuant to the terms of this Offering; provided, however, such investment in Units should not be taken 

as a representation or opinion concerning the operation of the Company’s business, its future success or any other 

matter related to the investment by any investor in the Offering. 
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UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS 

BECAUSE THE TAX CONSEQUENCES OF PURCHASING, OWNING AND DISPOSING OF 

MEMBERSHIP INTERESTS ARE COMPLEX AND CERTAIN OF THE TAX CONSEQUENCES MAY 

DIFFER DEPENDING ON INDIVIDUAL TAX CIRCUMSTANCES, YOU SHOULD CONSULT WITH AND 

RELY ON YOUR OWN TAX ADVISOR ABOUT THE TAX CONSEQUENCES OF AN INVESTMENT IN 

THE MEMBERSHIP INTERESTS AND YOUR INDIVIDUAL SITUATION.  NO REPRESENTATION OR 

WARRANTY OF ANY KIND IS MADE WITH RESPECT TO THE ACCEPTANCE BY THE IRS OF THE 

TREATMENT OF ANY ITEM BY A MEMBER OR WITH RESPECT TO THE TAX CONSEQUENCES OF 

PURCHASING, OWNING OR DISPOSING OF MEMBERSHIP INTERESTS. 

The Company will not obtain or provide a legal opinion to the Members, nor will it obtain or request an IRS 

private letter ruling on any of the tax consequences of an investment in the Membership Interests.  A number 

of issues discussed in this Memorandum have not been definitively resolved by statutes, regulations, rulings or 

judicial opinions.  Accordingly, no assurances can be given that the conclusions expressed herein will be 

accepted by the IRS, or, if contested, would be sustained by a court, or that legislative changes or administrative 

rulings or court decisions may not be forthcoming that would significantly alter or modify the conclusions 

expressed herein.  This Memorandum was not written, and cannot be used, for the purpose of avoiding federal 

tax penalties that may be imposed on the taxpayer investing in the Membership Interests.  This Memorandum 

was written to support the promotion or marketing of the Membership Interests under this Memorandum.  

You should seek advice based on your particular circumstances from an independent tax advisor.  

 

The following is a general summary of certain federal income tax consequences relating to the purchase, ownership 

and disposition of Membership Interests that may be relevant to prospective Members who are individual citizens or 

residents of the United States. The discussion of tax consequences contained in the Memorandum is based on the 

Internal Revenue Code of 1986, as amended (the “Code”), existing and proposed Treasury regulations promulgated 

under the Code (the “Treasury Regulations”) and current administrative rulings and court decisions, all of which are 

subject to change. New administrative, legislative or judicial action could significantly change the federal income tax 

consequences of an investment in Membership Interests.  Any such change may or may not be retroactive with respect 

to transactions entered into or contemplated before the effective date of such change and could have a material adverse 

effect on an investment in Membership Interests.  The following discussion does not address all of the potential tax 

considerations that may be relevant to a prospective Member.  In addition, there are risks associated with the federal 

income tax aspects of a purchase, ownership and disposition of Membership Interests.   

 

The following discussion does not comment on all federal income tax matters affecting the Company or its Members. 

Moreover, the discussion focuses on Members who are individual citizens or residents of the U.S. and has only limited 

application to corporations, estates, entities treated as partnerships for U.S. federal income tax purposes, trusts, 

nonresident aliens, U.S. expatriates and former citizens or long-term residents of the United States or other Members 

subject to specialized tax treatment, such as banks, insurance companies and other financial institutions, tax-exempt 

institutions, foreign persons (including, without limitation, controlled foreign corporations, passive foreign investment 

companies and non-U.S. persons eligible for the benefits of an applicable income tax treaty with the U.S.), IRAs, real 

estate investment trusts (“REITs”) or mutual funds, dealers in securities or currencies, traders in securities, U.S. 

persons whose “functional currency” is not the U.S. dollar, persons holding their units as part of a “straddle,” “hedge,” 

“conversion transaction” or other risk reduction transaction, and persons deemed to sell their Membership Interests 

under the constructive sale provisions of the Code. In addition, the discussion only comments to a limited extent on 

state, local and foreign tax consequences. Accordingly, we encourage each prospective Members to consult his or her 

own tax advisor in analyzing the state, local and foreign tax consequences particular to him or her of the ownership 

or disposition of Membership Interests and potential changes in applicable tax laws. 

 

Partnership Status 

 

The Company will generally be classified as a partnership for federal income tax purposes based on the default entity 

classification rules provided in Treasury Regulation Section 301.7701-3(b), as long as an election is not made to treat 

the Company as an association taxable as a corporation. The Company has not requested, and does not intend to 

request, a ruling from the IRS that it will be treated as a “partnership” for federal income tax purposes. 
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Even if it does not elect to be taxed as a corporation, a partnership that is “publicly traded” is automatically classified 

as a corporation for tax purposes.  A partnership is “publicly traded” if interests in the partnership are either traded on 

an established securities market or are readily tradable on a secondary market or its substantial equivalent.  The 

Company is not expected to be a “publicly traded partnership.”   

 

If the Company is treated as a partnership for federal income tax purposes, each Member will be required to include 

in income its distributive share of income, gain, deductions and loss of the Company.  Consequently, each Member 

will be subject to tax on its distributive share of Company income, whether or not the Company actually distributes 

cash in an amount equal to the income.  If for any reason the Company were treated as a corporation for federal income 

tax purposes, the income and deductions of the Company would be reflected only on the Company’s federal income 

tax return instead of being passed through to the Members, and the Members will be treated as corporate shareholders 

for federal income tax purposes.  In such event, the Company would be required to pay federal income tax at corporate 

tax rates on its taxable income, thereby reducing the amount of cash available for distribution to Members.  In addition, 

any distribution by the Company to Members would be taxable to the Members as dividends, to the extent of current 

and accumulated earnings and profits are treated as gain from the sale of the Members’ interest in the Company, to 

the extent such distributions exceeded both current and accumulated earnings and profits of the Company and the 

Members’ tax basis in their interest in the Company. 

 

The following discussion assumes that the Company will be treated as a partnership for federal income tax purposes. 

 

Tax Consequences of Ownership of Membership Interests 

 

Flow-through of Taxable Income. Subject to the discussion below regarding Partnership Audits, the Company will 

not pay federal income tax. Instead, each Member will be required to report on such Member’s income tax return such 

Member’s share of the Company’s income, gains, losses and deductions without regard to whether the Company 

makes cash distributions to the Member. The income that the Company allocates to Members will generally be taxable 

as ordinary income. The Company will report each Member’s share of Company income to the IRS on Form 1065, 

Schedule K-1. Each Member will receive a copy of the Schedule K-1, reporting its share of Company income that the 

Company files with the IRS. 

 

Because portions of the Company’s income will be used to fund certain expenses and may be used to repay borrowings 

for which the Company is liable, such income may not be available for distribution to the Members. Nevertheless, 

income allocated to Members will be taxable to them regardless of whether such income is actually distributed. Thus, 

a Member may not receive distributions from the Company in an amount equal to such Member’s tax liability resulting 

from its investment in the Company, and such Member would have to satisfy any tax liability with its other assets. 

 

Treatment of Distributions.  As noted above, each Member will be subject to tax on its distributive share of Company 

income, whether or not the Company actually distributes such income. Distributions to a Member, however, will 

generally not be taxable for federal income tax purposes, except to the extent the amount of any such distribution 

exceeds the Member’s adjusted tax basis in his/her Membership Interests immediately before the distribution. Cash 

distributions in excess of a Member’s tax basis generally will be considered to be gain from the sale or exchange of 

such Member’s Membership Interests, taxable in accordance with the rules described below under “Sale or Exchange 

of Membership Interests”. Any reduction in a Member’s share of the Company’s liabilities for which no member of 

the Company bears the economics risk of loss, known as “nonrecourse liabilities,” will be treated as a distribution by 

the Company of cash to that Member. If Company property (other than marketable securities treated as money) is 

distributed to a Member, he or she generally would not recognize any gain until the sale or other disposition of the 

property. 

 

Basis of Membership Interests. A Member’s initial tax basis for such Member’s Membership Interest will be the 

amount such Member paid for the Membership Interest plus such Member’s share of the Company’s nonrecourse 

liabilities. That basis will be increased by such Member’s share of the Company’s income and by any increases in 

such Member’s share of the Company’s nonrecourse liabilities. That basis will be decreased, but not below zero, by 

distributions from the Company, by the Member’s share of the Company’s losses, by any decreases in such Member’s 

share of the Company’s nonrecourse liabilities and by such Member’s share of the Company’s expenditures that are 
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not deductible in computing taxable income and are not required to be capitalized. A Member will have a share, 

generally based on his share of profits, of the Company’s nonrecourse liabilities. 

 

Limitations on Deductibility of Losses. The Company may incur net loss in any taxable year. Any such losses will be 

allocated to the Members for federal income tax purposes.  However, an investment in the Company should not be 

considered primarily for purposes of minimizing income tax.  Your ability to deduct your distributive share of any net 

loss would be subject to any of several potential limitations, including: (a) the tax basis limitation, which prohibits a 

Member from deducting losses in excess of his/her adjusted basis in his/her Units; (b) the “at risk” limitation, which 

prohibits deductions of losses in excess of the amount which the Member has at risk; (c) the “passive activity loss” 

limitation, which limits a Member’s ability to offset losses from a passive activity against non-passive income; and 

(d) the “excess business loss” limitation, which limits a Members ability to offset other income only up to a specified 

dollar amount (initially $250,000, or $500,000 in the case of married taxpayers), which will be adjusted for inflation. 

You should consult with your own tax advisors regarding the application of these limitations to your personal situation.  

 

Limitations on Deductibility of Interest. The deductibility of a non-corporate taxpayer’s “investment interest 

expense” is generally limited to the amount of that taxpayer’s “net investment income.” Investment interest expense 

includes: (i) interest on indebtedness properly allocable to property held for investment; (ii) the Company’s interest 

expense attributed to portfolio income; and (iii) the portion of interest expense incurred to purchase or carry an interest 

in a passive activity to the extent attributable to portfolio income. 

 

The computation of a Member’s investment interest expense will take into account interest on any margin account 

borrowing or other loan incurred to purchase or carry Membership Interests. Net investment income includes gross 

income from property held for investment and amounts treated as portfolio income under the passive loss rules, less 

deductible expenses, other than interest, directly connected with the production of investment income, but generally 

does not include gains attributable to the disposition of property held for investment or (if applicable) qualified 

dividend income. A unitholder’s share of the Company’s portfolio income (if any) will be treated as investment 

income. 

 

The deductibility of business interest expense is subject to limitations. With respect to interest on a borrowing by the 

Company, this new limitation generally will be computed at the Company level. The maximum deductible business 

interest expense of the Company for any taxable year will be equal to the sum of the Company’s business interest 

income for such taxable year plus 30% of the Company’s “adjusted taxable income” for such taxable year. The 

Company’s adjusted taxable income generally means its ordinary taxable business income (which does not include 

capital gain and dividend income) computed without reduction for any business interest expense, and, for taxable 

years beginning before January 1, 2022, without reduction for any depreciation, amortization or depletion. The 

Company’s deductible business interest expense will be taken into account in computing the Company’s nonseparately 

stated taxable income or loss, which is then allocated to its Members. For a taxable year in which the Fund’s interest 

expense exceeds its business interest income, this limitation would increase the net taxable income (or decrease the 

net tax loss) allocated by the Company to U.S. investors. 

 

Deductibility of Certain Fund Expenses by Non-Corporate Investors. The expenses of an individual paid or incurred 

for the production of income (“Section 212 Expenses”) will not be deductible for any taxable year beginning after 

December 31, 2017 and before January 1, 2026 and will be deductible thereafter only to the extent such expenses, 

along with certain other “miscellaneous itemized deductions,” exceed 2% of its adjusted gross income for that taxable 

year. In addition, with respect to any taxable year beginning after December 31, 2025, the amount of the individual’s 

section 212 expenses may be subject to other limitations under the Code. Accordingly, if for any taxable year the 

activities of the Company do not constitute a “trade or business” for federal income tax purposes, these limitations on 

deductibility will apply to an individual Member’s share of the G&A Expense of the Company, including any 

management or other fees paid to Silver Wolf. Although it is not anticipated that these limitations will apply to Silver 

Wolf’s Promoted Interest, the IRS could take the position that these limitations apply with respect to all or a portion 

of Silver Wolf’s Promoted Interest, and it is unclear whether such a position would prevail in court. Certain legislative 

initiatives, if developed into law, may, however, require all or some portion Silver Wolf’s Promoted Interest to be 

treated as a fee, which may cause these limitations to apply. Similar limitations may also apply to the expenses of 

certain investment vehicles in which the Company may invest. 
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Entity-level Collections. If the Company is required or elects under applicable law to pay any federal, state, local or 

foreign income tax on behalf of any Member or any former Member, the Company is authorized to pay those taxes 

from its funds. That payment, if made, will be treated as a distribution of cash to the Member on whose behalf the 

payment was made. 

 

Allocations of Company Income and Expenses. The Company will allocate its items of income, gain and loss among 

the Members in accordance with the provisions of the Company Agreement. The IRS respects allocations of Company 

income if such allocations either have “substantial economic effect” or if they are made in accordance with the 

Member’s interest in the Company. Under the Company Agreement, the Members will be allocated Company income 

in accordance with their interests in the Company.  The Company therefore expects that such allocations will be 

respected by the IRS. The Fund believes that its allocations of Company tax items among the various Members will 

be upheld under the provisions of the Code and Treasury Regulations dealing with tax allocations by partnerships. 

However, if it were determined that an allocation made by the Company with respect to a particular item did not have 

“substantial economic effect” (within the meaning of the Code and Treasury Regulations) and was not in accordance 

with the Members’ interests in the Company, taking into account all the facts and circumstances, that item could be 

allocated, for tax purposes, in a different manner. In some circumstances, this could result in a Member recognizing a 

greater or smaller amount of loss, deduction, gain or income than he would have recognized under the allocation made 

by the Member or in such Member recognizing an amount of loss, deduction, gain or income at a different time than 

he would have recognized such amount under the allocation made by the Member. This could also occur if such a 

determination were made with respect to a partnership in which the Member invests. 

 

Marginal Tax Rates.  Under the Tax Cuts and Jobs Act (“TCJA”) passed by Congress and signed into law by President 

Trump on December 22, 2017, for 2020 the highest marginal United States federal income tax rate applicable to 

ordinary income is 37% for those filers who are married filing jointly with income over $622,050 or more [over 

$518,400 for heads of households and over $518,400 for individuals] and the marginal United States federal income 

tax rate for long-term capital gains currently is 15% for single taxpayers (income from $40,000-$441,449), for married 

filing jointly (income from $80,000-$496,599), for head of household (income from $53,600-$469,049) and is 20% 

for single taxpayers (income over $441,450), for married filing jointly (income over $496,600), for head of household 

(income over $469,050).  

 

Under the TCJA, an individual taxpayer can deduct 20% of domestic qualified business income (excludes 

compensation) from a partnership, S corporation, or sole proprietorship. The benefit of the deduction is phased out for 

specified service businesses with taxable income exceeding $163,300 ($326,600 for married filing jointly). The 

deduction is limited to the greater of (1) 50% of the W-2 wages of the taxpayer, or (2) the sum of (a) 25% of the W-2 

wages of the taxpayer, plus (b) 2.5% of the unadjusted basis immediately after acquisition of all qualified property 

(certain depreciable property). This limit does not apply if taxable income does not exceed $163,3000 ($326,300 for 

married filing jointly), and the limit is phased in for taxable income above those thresholds. This provision sunsets 

and reverts to pre-existing law after 2025. The Company has not made a determination (and makes no representation) 

regarding the extent to which, if any, Members will be eligible for the deduction for qualified business income. 

 

Alternative Minimum Tax. Members may be subject to the alternative minimum tax in addition to the regular income 

tax. The alternative minimum tax applies to designated items of tax preference. Each Member should consult with 

such Member’s tax advisor with respect to the alternative minimum tax. 

 

Tax on Net Investment Income.  Federal law imposes a Medicare tax of 3.8% on the net investment income (the 

“NIIT”), such as capital gains, dividends and taxable interest, of certain individuals, trusts and estates.  In the case of 

individuals, the tax will be imposed on the lesser of (1) the Member’s net investment income or (2) the amount by 

which the Member’s modified adjusted gross income exceeds $250,000 (if the Member is married and filing jointly), 

$125,000 (if the Member is married and filing separately) or $200,000 (in any other case). Among other items, net 

investment income generally includes a Member’s allocable share of Company income and a Member’s income 

derived from its sale or exchange of a Membership Interest.  Prospective purchasers should consult with their own tax 

advisor regarding the possible implications of this legislation in their particular circumstances.  The TCJA did not 

alter this Medicare tax.   
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Federal Tax Treatment of Company Operations 

 

Fiscal Year. The Company’s fiscal year shall end December 31. Each Member will be required to include in income 

such Member’s share of the Company’s income, gain, loss and deduction for the Company’s taxable year ending 

within or with such Member’s taxable year. 

 

Initial Tax Basis, Depreciation and Amortization. The tax basis of the Company’s assets will be used for purposes 

of computing depreciation and cost recovery deductions and, ultimately, gain or loss on the disposition of these assets. 

To the extent allowable, the Company may elect to use the depreciation and cost recovery methods, including bonus 

depreciation to the extent available, that will result in the largest deductions being taken in the early years after assets 

subject to these allowances are placed in service. 

 

If the Company disposes of depreciable property by sale, foreclosure or otherwise, all or a portion of any gain, 

determined by reference to the amount of depreciation previously deducted and the nature of the property, may be 

subject to the recapture rules and taxed as ordinary income rather than capital gain. Similarly, a Member who has 

taken cost recovery or depreciation deductions with respect to property the Company owns will likely be required to 

recapture some or all of those deductions as ordinary income upon a sale of such Member’s interest in the Company.  

 

The costs the Company incurs in selling the Units (the “Syndication Expenses”) must be capitalized and cannot be 

deducted currently, ratably or upon the Company’s termination. There are uncertainties regarding the classification of 

costs as organization expenses, which may be amortized by the Company, and as syndication expenses, which may 

not be amortized by the Company. The underwriting discounts and commissions we incur will be treated as 

syndication expenses. 

 

Sale or Exchange of Membership Interests. 

 

Gain or loss realized on the sale or exchange of Membership Interests held for more than one year generally will be 

treated as capital gain or loss. However, a portion of this gain or loss, which will likely be substantial, will be separately 

computed and taxed as ordinary income or loss under Section 751 of the Code to the extent attributable to assets giving 

rise to depreciation recapture or other “unrealized receivables” or to “inventory items” the Company owns. The term 

“unrealized receivables” includes potential recapture items, including depreciation recapture. Ordinary income 

attributable to unrealized receivables, inventory items and depreciation recapture may exceed net taxable gain realized 

upon the sale of a unit and may be recognized even if there is a net taxable loss realized on the sale of a unit. Thus, a 

Member may recognize both ordinary income and a capital loss upon a sale of units. Capital losses may offset capital 

gains and no more than $3,000 of ordinary income, in the case of individuals, and may only be used to offset capital 

gains in the case of corporations. Both ordinary income and capital gain recognized on a sale of units may be subject 

to the NIIT in certain circumstances. 

 

Gain or loss realized on the sale or exchange of Membership Interests will also be treated as ordinary gain or loss if 

the Member is deemed a dealer. The question of whether a Member is a dealer depends on the facts and circumstances 

at the time the Member sells his/her or its Membership Interests. If a Member is deemed a dealer and the Membership 

Interests are not considered capital assets or Code Section 1231 assets, any gain or loss on the sale or other disposition 

would be treated as ordinary income or loss. 

 

Tax-Exempt Organizations and Other Investors 

 

Ownership of Membership Interests by employee benefit plans, other tax-exempt organizations, non-resident aliens, 

foreign corporations and other foreign persons raises issues unique to those investors and, as described below to a 

limited extent, may have substantially adverse tax consequences to them. If you are a tax exempt entity or a non-U.S. 

person, you should consult your tax advisor before investing in Membership Interests. Employee benefit plans and 

most other organizations exempt from federal income tax, including individual retirement accounts and other 

retirement plans, are subject to federal income tax on unrelated business taxable income. Virtually all of the 

Company’s income allocated to a Member that is a tax-exempt organization will be unrelated business taxable income 

and will be taxable to it. 
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Non-resident aliens and foreign corporations, trusts or estates that own units will be considered to be engaged in 

business in the U.S. because of the ownership of Membership Interests. As a consequence, they will be required to 

file federal tax returns to report their share of the Company’s income, gain, loss or deduction and pay federal income 

tax at regular rates on their share of the Company’s net income or gain. Moreover, distributions will generally be 

subject to withholding at the highest applicable effective tax rate. Each foreign Member must obtain a taxpayer 

identification number from the IRS and submit that number to the Company on a Form W-8BEN or applicable 

substitute form in order to obtain credit for these withholding taxes. A change in applicable law may require the 

Company to change these procedures. In addition, because a foreign corporation that owns Membership Interests will 

be treated as engaged in a U.S. trade or business, that corporation may be subject to the U.S. branch profits tax at a 

rate of 30%, in addition to regular federal income tax, on its share of the Company’s earnings and profits, as adjusted 

for changes in the foreign corporation’s “U.S. net equity,” that is effectively connected with the conduct of a U.S. 

trade or business. That tax may be reduced or eliminated by an income tax treaty between the U.S. and the country in 

which the foreign corporate Members is a “qualified resident.” In addition, this type of Member is subject to special 

information reporting requirements under Section 6038C of the Code. 

 

A foreign Member who sells or otherwise disposes of a Membership Interest will be subject to U.S. federal income 

tax on gain realized from the sale or disposition of that unit to the extent the gain is effectively connected with a U.S. 

trade or business of the foreign Member. Under a ruling published by the IRS, interpreting the scope of “effectively 

connected income,” a foreign Member would be considered to be engaged in a trade or business in the U.S. by virtue 

of the U.S. activities of the partnership, and part or all of that Member’s gain would be effectively connected with that 

Member’s indirect U.S. trade or business. Moreover, under the Foreign Investment in Real Property Tax Act, a foreign 

common Member generally will be subject to U.S. federal income tax upon the sale or disposition of Membership 

Interest if (i) such Member owned (directly or constructively applying certain attribution rules) more than 5% of the 

Membership Interests at any time during the five-year period ending on the date of such disposition and (ii) 50% or 

more of the fair market value of all of the Company’s assets consisted of U.S. real property interests at any time during 

the shorter of the period during which such Member held the common units or the five-year period ending on the date 

of disposition. More than 50% of the Company’s assets are expected to consist of U.S. real property interests. 

Therefore, foreign Members may be subject to federal income tax on gain from the sale or disposition of their units. 

 

Administrative Matters 

 

Accuracy-Related Penalties and Penalties for the Failure to Disclose.  Penalties relating to the accuracy of tax returns 

are consolidated into a single accuracy-related penalty equal to 20% of the portion of the tax underpayment to which 

the penalty applies. This penalty applies to any portion of any understatement that is attributable to: (a) negligence or 

disregard of rules or regulations; (b) any substantial understatement of income tax; or (c) any substantial valuation 

misstatement.  In addition, a 20% accuracy-related penalty may be imposed for listed or reportable transactions having 

a significant tax avoidance purpose.  This penalty is increased to 30% if the transaction is not properly disclosed on 

the taxpayer’s federal income tax return.  Failure to disclose such a transaction can also prevent the applicable statute 

of limitations from tolling in certain circumstances and can subject the taxpayer to additional disclosure penalties 

ranging from $30,000 to $200,000, depending on the facts of the transaction.  Similarly, any interest attributable to 

unpaid taxes associated with a non-disclosed reportable transaction may not be deductible for federal income tax 

purposes. 

 

Negligence is generally any failure to make a reasonable attempt to comply with the provisions of the Code and the 

term “disregard” includes careless, reckless or intentional disregard.  A substantial understatement of income tax 

generally occurs if the amount of the understatement for the taxable year exceeds the greater of (a) 10% of the tax 

required to be shown on the return for the taxable year, or (b) $5,000 ($30,000 in the case of a C corporation). 

 

A substantial valuation misstatement occurs if the value of any property (or the adjusted basis) is 150% or more of the 

amount determined to be the correct valuation or adjusted basis. The penalty doubles if the property’s valuation is 

misstated by 200% or more. No penalty will be imposed unless the underpayment attributable to the substantial 

valuation misstatement exceeds $5,000 ($30,000 in the case of a C corporation). 

 

The term reportable transaction means any transaction with respect to which information is required to be included 

with a return or statement because, as determined under regulations prescribed under Code Section 6011, such 

transaction is of a type which the IRS determines as having a potential for tax avoidance or evasion.  The term listed 
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transaction means a transaction which is the same as, or substantially similar to, a transaction specifically identified 

by the IRS as a tax avoidance transaction for purposes of Code Section 6011. 

 

Except with respect to “tax shelters,” an accuracy-related penalty will not be imposed on an underpayment attributable 

to negligence, a substantial understatement of income tax or a substantial valuation misstatement if it is shown that 

there was a reasonable cause for the underpayment and the taxpayer acted in good faith.  A “tax shelter” includes a 

limited liability company if a significant purpose of the entity is the avoidance or evasion of tax.  In addition, an 

accuracy-related penalty will not be imposed on a reportable transaction or a listed transaction if it is shown that (a) 

there is reasonable cause for the position, (b) the taxpayer acted in good faith, (c) the relevant facts of the transaction 

are adequately disclosed in accordance with the regulations prescribed under Code Section 6011, (d) there is or was 

substantial authority for such treatment, and (e) the taxpayer reasonably believed that such treatment was correct. 

 

Reportable Transaction Disclosure and List Maintenance. A taxpayer’s ability to claim privilege on any 

communication with a federally authorized tax preparer involving a tax shelter is limited.  In addition, taxpayers and 

material advisors are required to comply with disclosure and list maintenance requirements for reportable transactions. 

Although the Company is not intended to be a vehicle to shelter U.S. federal income tax, and the applicable regulations 

provide a number of relevant exceptions, there can be no assurance that the Company and its Members and material 

advisors will not be subject to these disclosure and list maintenance requirements. Significant penalties could apply if 

a party fails to comply with these rules if such rules are ultimately determined to be applicable. 

 

Partnership Audit. Under the partnership audit rules, a partnership appoints one person (the “Partnership 

Representative”) to act on its behalf in connection with IRS audits and related proceedings. The Partnership 

Representative’s actions, including the Partnership Representative’s agreement to adjustments of the Company’s 

income in settlement of an IRS audit of the Company, will bind all Members, and opt-out rights available to certain 

Members in connection with certain actions of the tax matters partner under current partnership audit rules will no 

longer be available. Pursuant to the Company Agreement, Silver Wolf or its delegate will be designated as the 

Partnership Representative, and the Members are required, if necessary, to consent to such designation. 
 

Under these rules, U.S. federal income taxes (and any related interest and penalties) attributable to an adjustment to 

the Company’s income following an IRS audit or judicial proceeding will, absent an election by the Company to the 

contrary, have to be paid by the Company in the year during which the audit or other proceeding is resolved, if such 

adjustment results in an increase in U.S. federal income tax liability (as determined under these rules). If an adjustment 

to the Company’s income following an IRS audit or judicial proceeding results in a reduction in U.S. federal income 

tax liability (as determined under these rules), such favorable adjustment will flow through to the Members based on 

their interests for the year in which the audit or other proceeding is resolved. This could cause the economic burden 

of U.S. federal income tax liability (or the economic benefit of a favorable adjustment) arising on audit of the Company 

to be borne by (or, in the case of a favorable adjustment, to benefit) Members based on their interests in the Company 

in the year during which the audit or other proceeding is resolved, even though such tax liability (or benefit) is 

attributable to an earlier taxable year in which the Interests or identities of some or all of the Members were different. 

These partnership audit rules generally should apply to audits of any entity in which the Company owns an interest 

that is treated as a partnership for U.S. federal income tax purposes. 

 

Any U.S. federal income taxes (and any related interest and penalties) paid by the Company, or by an entity treated 

as a partnership in which the Company owns an interest, in respect of IRS audit adjustments at the Company level or 

at the level of such entity will be allocated by Silver Wolf to, and will be indemnified by, the Members pursuant to 

the terms of the Company Agreement. Silver Wolf will seek to make any such allocations on a fair and equitable basis. 

At the direction of the Partnership Representative, the Company may offset withdrawal payments, distributions and 

other amounts that any Member would otherwise be entitled to receive under the Partnership Agreement against such 

indemnification obligation. 

 

As an alternative to the foregoing, the Partnership Representative may elect to apply alternative procedures that may 

allow the Company to avoid such entity-level U.S. federal income tax liability in some cases if certain conditions are 

satisfied. These alternative procedures may require Members (based on their interests in the Company in the prior tax 

year under audit) to either file amended returns and pay any tax that would be due for the prior tax year under audit, 

or adjust the tax liability reported on their income tax returns for the year in which the audit is resolved. Treasury 

Regulations require Members, in certain circumstances, to provide certain information to the Company (including 
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information about the owners of Members classified as partnerships) in connection with the calculation of taxes 

imposed on the Company as the result of an audit. 

 

Prospective Members should discuss with their own tax advisors the possible implications of the partnership audit 

rules (including the Treasury Regulations, and any similar provision of state or local law) with respect to an investment 

in the Company. 

 

State and Local Taxes   

 

The Company may be subject to certain state and local taxes in states in which it is deemed to be doing business or 

own property. In addition, a Member may be required to report and pay state and local tax on the Member’s distributive 

share of the Company’s profits in the state and municipality in which the Member resides, as well as in any state or 

municipality in which the income is deemed to have its source, with appropriate tax credit in the state of residence.  

Each prospective investor should consider the potential consequences of such taxes on an investment in a Membership 

Interest. For foreign and U.S. tax-exempt investors, special tax considerations may apply. Each prospective foreign 

Member should consult his personal tax advisor with respect to these and other special tax consequences that may 

apply with regard to his investment in the Company.   

 

EACH MEMBER MUST REPORT ITS SHARE OF TAXABLE INCOME OR LOSS ATTRIBUTABLE TO 

ITS MEMBERSHIP INTERESTS ON ITS OWN FEDERAL INCOME TAX RETURN.  IT IS POSSIBLE 

THAT A MEMBER COULD HAVE FEDERAL INCOME TAX LIABILITIES WITHOUT RECEIVING 

SUFFICIENT DISTRIBUTIONS TO COVER SUCH TAX LIABILITIES.   

 

NOTHING IN THIS MEMORANDUM SHOULD BE CONSTRUED BY ANYONE AS TAX OR LEGAL 

ADVICE. THE SUMMARY OF FEDERAL INCOME TAX CONSEQUENCES SET FORTH IN THIS 

MEMORANDUM IS NOT INTENDED TO BE A COMPLETE SUMMARY OF THE TAX 

CONSEQUENCES OF THIS INVESTMENT AND IS NOT INTENDED AS A SUBSTITUTE FOR 

CAREFUL TAX PLANNING. WE STRONGLY RECOMMEND THAT YOU OBTAIN INDIVIDUAL TAX 

ADVICE, PARTICULARLY SINCE THE INCOME TAX CONSEQUENCES OF AN INVESTMENT IN 

THE MEMBERSHIP INTERESTS ARE COMPLEX AND CERTAIN OF THESE CONSEQUENCES 

WOULD VARY SIGNIFICANTLY WITH YOUR PARTICULAR SITUATION. 

 

DUE TO THE UNCERTAINTY OF DISTRIBUTIONS THIS INVESTMENT MAY NOT BE SUITABLE 

FOR RETIREMENT PLANS. PROSPECTIVE MEMBERS THAT ARE EXEMPT FROM FEDERAL 

INCOME TAX OR SUBJECT TO DEFERRED TAXATION SHOULD CAREFULLY CONSIDER 

WHETHER AN INVESTMENT IN THE COMPANY IS APPROPRIATE FOR THEM AND SHOULD 

CONSULT WITH THEIR OWN TAX ADVISORS PRIOR TO MAKING THE INVESTMENT. 

 

 

 

 

[The remainder of this page intentionally left blank.] 
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LEGAL PROCEEDINGS 

The Company intends to follow the requirements set forth in Items 103 and 401(f) of Regulation S-K, as promulgated 

by the SEC pursuant to the Securities Act, with respect to the disclosure of pending and prior legal proceedings relating 

to the Company and its affiliates and for the purpose of the claim to exemption found in Rule 506(c) of Regulation D, 

Rule 506(d)(iii)(B). There may be other prior legal proceedings relating to certain affiliates which are not disclosed in 

reliance on the statutory provisions set forth above. To the extent that any potential investor considers such information 

material to their decision to invest in the Class A and Class B Units, such information will be provided to them by 

Silver Wolf upon request.   

 

The Company and Silver Wolf are not currently a party to any legal proceedings, nor are any legal proceedings known 

to be threatened, the adverse outcome of which, individually or taken together with all other legal proceedings, could 

be expected to have a material adverse effect on the Company or Silver Wolf. 

 

The Company intends to comply with all applicable federal and state securities statutes. The offering of Units is being 

made pursuant to an exemption from securities registration available under Rule 506(c) of Regulation D, including 

the delivery of this Memorandum to prospective purchasers of Units. The Company will file applicable notices of sale 

on Form D with the SEC and in states where required to do so. 

 

FINANCIAL AND OTHER INFORMATION 

The Company does not have audited financial statements or a formal financial statement. You should not rely on any 

projections when making a decision whether to invest. Persons considering investing in the Company will be given 

an opportunity to examine all instruments, documents and other information relating to the Company that are 

reasonably available to Silver Wolf and which such persons deem necessary or advisable in order to make an informed 

decision relating to the purchase of Units. All such inquiries should be addressed to Silver Wolf, who will be available 

to answer questions concerning the proposed business of the Company. 
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DEFINITIONS 

The following are the definitions of certain terms used in this Memorandum, which may or may not be capitalized. 

 

Accredited Investor [whether or not capitalized].  Any investor which meets at least one of the following conditions:   

 

 (1)  Any bank as defined in Section 3(a)(2) of the Act, or any savings and loan association or other institution 

as defined in Section 3(1)(5)(A) of the Act whether acting in its individual or fiduciary capacity; any broker or dealer 

registered pursuant to Section 15 of the Securities Exchange Act of 1934; any insurance company as defined in section 

2(13) of the Act; any investment company registered under the Investment Company Act of 1940 or a business 

development company as defined in Section 2(a)(48) of that Act; any Small Business Investment Company licensed 

by the U.S. Small Business Administration under Section 301(c) or (d) of the Small Business Investment Act of 1958; 

any plan established and maintained by a state, its political subdivision, or any agency or instrumentality of a state or 

its political subdivisions, for the benefit of its employees, if such plan has total assets in excess of $5,000,000; any 

employee benefit plan within the meaning of the Employee Retirement Income Security Act of 1974 if the investment 

decision is made by a plan fiduciary, as defined in Section 3(21) of such act, which is either a bank, savings and loan 

association, insurance company, or registered investment adviser, or if the employee benefit plan has total assets in 

excess of $5,000,000 or, if a self-directed plan, with investment decisions made solely by persons that are Accredited 

Investors; 

 

 (2)  Any private business development company as defined in Section 202(a)(22) of the Investment Advisers 

Act of 1940; 

 

 (3)  Any organization described in Section 501(c)(3) of the Internal Revenue Code, corporation, 

Massachusetts or similar business trust, or partnership, not formed for the specific purpose of acquiring the securities 

offered, with total assets in excess of $5,000,000; 

 

 (4)  Any director, executive officer, or manager of the issuer of the securities being offered or sold, or any 

director, executive officer, manager or general partner of a manager of that issuer; 

 

 (5)  Any natural person whose individual net worth, or joint net worth with that person’s spouse, at the time 

of his purchase exceeds $1,000,000  (for purposes of calculating your net worth you should (i) exclude the value of 

your primary residence, (ii) include any indebtedness that is secured by your primary residence and was incurred 

within 60 days of the time you subscribe for Units, unless such indebtedness was incurred to acquire your primary 

residence, and (iii) include any indebtedness that is secured by your primary residence in excess of the estimated fair 

market value of your primary residence); 

 

 (6)  Any natural person who had an individual income in excess of $200,000 in each of the two most recent 

years or joint income with that person’s spouse in excess of $300,000 in each of those years and has a reasonable 

expectation of reaching the same income level in the current year; 

 

 (7)  Any trust, with total assets in excess of $5,000,000, not formed for the specific purpose of acquiring the 

securities offered, whose purchase is directed by a sophisticated person as described in Section 230.506(b)(2)(ii) of 

the Code of Federal Regulations; or 

  

 (8)  Any entity in which all of the equity owners are Accredited Investors. 

 

Act means the Delaware Limited Liability Company Act, codified in Delaware Code Annotated, Title 6, Chapter 18, 

sections 18-101, et seq., as the same may be amended from time to time. 

 

Affiliate [whether or not capitalized]. Any person controlling, controlled by, or under common control with another 

person. 

 

BD(s) are FINRA broker-dealer members. 

 

Capital Account.  The capital account maintained by the Company for each Member, as reflected in the records of the 

Company.   
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Capital Contribution.  The total amount of cash, fair market value, asset basis or deemed value of property or services 

contributed to the capital of the Company by any Member (or the predecessor holders of the interests of such Member).   

 

Class A Member.  A Member holding Class A Units. As used in the Company Agreement regarding Capital Accounts, 

allocations and distributions, the term Class A Member shall include any approved assignee of a Class A Member. 

 

Class B Member.  A Member holding Class B Units. As used in the Company Agreement regarding Capital Accounts, 

allocations and distributions, the term Class B Member shall include any assignee of a Class B Member. 

 

Class A Unit.  A Unit of Membership Interest having the rights granted to Class A Members under the Company 

Agreement. 

 

Class B Unit.  A Unit of Membership Interest having the rights granted to Class B Members under the Company 

Agreement. 

 

Class C Unit.  A Unit of Membership Interest having the rights granted to Class C Members under the Company 

Agreement. 

 

Code.  The Internal Revenue Code of 1986, as amended from time to time. 

 

Company.  Michigan Express Pipeline Holdings, LLC, a limited liability company formed under the laws of the State 

of Delaware, and any successor person. 

 

DD Fee means a non-accountable marketing and due diligence allowance of up to 1.5% of the Total Sales. 

 

Disposition means the sale, exchange, redemption, assignment, transfer, repayment, repurchase or other disposition 

by the Company of all or any portion of any property, asset or investment for cash that can be distributed to the 

Members pursuant to the Company Agreement. 

 

ERISA.  The Employee Retirement Income Security Act, as amended from time to time. 

 

Company Agreement.  The Operating Agreement of the Company, adopted effective August 6, 2020, including all 

exhibits and amendments thereto from time to time. 

 

Silver Wolf. As provided in Section 6.01 of the Company Agreement. The initial Silver Wolf is Silver Wolf 

Midstream, LLC. 

 

MBD Fee and Managing Broker-Dealer Fee mean a managing broker-dealer fee equal to 1.5% of Total Sales. 

 

Member.  A person admitted as a Member in the Company.   

 

Membership Interest.  An equity owner’s (i) share of the Company’s net profits, net loss and distributions pursuant to 

the Company Agreement and the Act; (ii) share in allocations of income, gain, loss, deduction, credit or similar items; 

(iii) Member Capital Account; and, (iv) in the case of Membership Interests owned by Members, the right to vote and 

otherwise participate in the Company as provided in the Company Agreement. The Membership Interests shall be 

adjusted as provided in the Company Agreement. The Membership Interests shall be expressed in Units. 

 

Memorandum.  The Confidential Private Placement Memorandum of the Company dated August 18, 2020. 

 

NGL(s). The liquid hydrocarbons normally associated with natural gas, which is composed mainly of methane, ethane, 

and “heavies” like propane & butanes. Depending on the gas pressure, the heavies will condense and constitute the 

liquid or “wet” portion of the natural gas. NGLs are much more valuable as raw material for further processing than 

as fuel for simple combustion. 

 

Offering Period [whether or not capitalized]. The period which begins on the date stated on the cover page of the 
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Memorandum and terminates on December 31, 2020, which date we may extend for up to June 30, 2021 without 

notice; or earlier if all the Units are sold or if Silver Wolf otherwise decides to terminate the Offering.   

 

Person [whether or not capitalized].  An individual, corporation, business trust, estate, trust, partnership, limited 

liability company, association, joint venture, government, governmental subdivision, agency, or instrumentality, or a 

separate legal entity comprised of two or more of these entities, or any other legal or commercial entity, and shall 

include all heirs, executors, administrators, legal representatives, successors and assigns of such person where 

permitted or required by the context. 

 

Preferred Return means an amount equal to an annual Twenty Percent (20%) non-compounding cumulative return 

calculated on the Class A Member’s Unreturned Capital Contributions and an annual Twelve Percent (12%) non-

compounding cumulative return calculated on the Class B Member’s Unreturned Capital Contributions. Silver Wolf 

shall have no personal liability for the payment of the Preferred Return. 

 

Regulation D.  Rules 501 through 508 of the SEC as adopted pursuant to Section 4(a)(2) of the Act. 

 

Regulation(s).  The permanent, temporary, or proposed and temporary regulations of Department of the Treasury 

under the Code as such regulations may be changed from time to time. 

 

RIAs means registered investment advisors. 

 

Sanctioned Country means a country subject to a sanctions program identified on the list maintained by OFAC and 

available at the following location http://www.treas.gov/offices/eotffc/ofac/sanctions/index.html, or as otherwise 

published from time to time. 

 

SEC.  The Securities and Exchange Commission. 

 

Securities Act means the Securities Act of 1933, as amended. 

 

Selling Group and Selling Group Members mean RIAs who are registered either with the SEC and/or their respective 

states. 

 

Silver Wolf has the same meaning as Silver Wolf. 

 

SPV means special purpose vehicle. 

 

Subscription [whether or not capitalized]. The execution and delivery to the Company of a properly completed and 

executed investor questionnaire, subscription agreement and Accredited Investor verification or materials by a 

potential investor and the tender by such investor of the required cash payment for the Units which he wishes to 

purchase. 

 

Total Sales means the aggregate purchase price of the Units sold by the Selling Group. 

 

Unit. The membership interest in the Company entitling the holder to all applicable rights and benefits under the 

Company Agreement, including, but not limited to, an interest in the income, loss, distributions and capital of the 

Company to be allocated to holders of Units (sometimes referred to as “Member(s)”) as provided in the Company 

Agreement.   

 

Unreturned Capital Contributions. As to each Member, the aggregate Capital Contributions made by such Member 

minus all distributions paid to such Member excluding distributions for the Preferred Return. 

Exhibit A ............... Company Operating Agreement 

Exhibit B ................ Subscription Documents 
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