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COAL BED METHANE OWNERSHIP-WHEN IS
NATURAL GAS NOT NATURAL GAS?

T and been granted leave to intervene imhat has happened to date wouldn’t
he answer to the seeminglythe AEUB hearing. have. That's one of the reasons freehold
rhetorical question of “When is natural owners need an organization with

gas not natural gas?” is “When thel he AEUB hearing began ontechnical and legal expertise. We have
Canadian Pacific Railway Company (théctober 16, 2006. Initial submissiondried to simplify these matters for our
CPR) or its successor corporations don&nd the presentation of written and oratadership. If we have not succeeded,
want it to be!” evidence have now been completedhe ‘bottom line’is that today individual
written legal argument will be filed freehold owners are at risk of losing

before year end, and an AEUB ruling isheir entittement to billions of dollars

In this issue ... anticipated in the first quarter of 2007.worth of natural gas by virtue of
Split Title Lands 1 I Encana’s unsubstantiated assertion that
The Impact of Encana’s n this issue of your newsletter wecoal bed methane is coal. Freeholders

Unsubstantiated Claimto CBM P discuss split title lands and the impaateed to speak with a loud and common

The AEUB Hearing 4 that Encana’s unsubstantiated claim tooice to protect our heritage.
Nat_ll_”al Ga\S/ 'i not Natural Gai 4 CBMis having on the property rights of
Lu(rjner aley 5 individual freeholders - both those of ugplit Title Lands
eauc who own split title mineral rights and
Anderson v. Amoco 6 L . o .
: those of us whose title is to all mines | he splitting of title to subsurface
Natural Gas is Coal g : _ _ . _
Membership Drive g and minerals and therefore mcludem.n.e.s and. minerals on Iands in the
Consent Forms 8 both coal and natural gas. We alsprairie provinces arose as a direct result
Upcoming FHOA Seminar 1; discuss the position advanced byf the land settlement policies of the
Encana at the CBM entitlement hearing PR. In 1881, the Dominion
and the future impact on freeholdergovernment granted the CPR 25 million
I should the proposals of Encana bgcres of land in western Canada in
n our August 18, 2006 newsletter weadopted by the AEUB. return for the railway company's
advised that in response to th commitment to build and operate a

unsubstantiated claims to coal bed oralmosta century, the CPR and itganscontinental rail line. The CPR’s
methane (CBM) ownership advanceduccessors have succeeded iand grant included subsurface mines
by Encana Corp., as successor to tlnvincing their friends in high placesand minerals. The railway company
CPR and owner of coal on split titlethat gas is not gas. If the property rightsold farm-sized portions of its grant to
lands, the Alberta Energy and Utilitiesof individual freeholders are to be to bgyestern Canadian settlers to raise funds
Board (the AEUB) had placed aprotected from Encana’s attempts t@or construction of its rail line and to
moratorium on all drilling for CBM on continue this sorry tradition, FHOA encourage traffic on the line.

lands where the entitlement to CBM isieeds the active support of all
in dispute pending an AEUB hearing tandividual freehold owners. I nitially, the CPR sold homestead land
determine the legal entitlement to CB to settlers in the same form as the land
produced or intended to be producedl he issues involved are technicalllhad been received from the Government.
from certain wells on split title lands. and legally complex - if they were easilyThe settlers thereby acquired title to the
We also advised that FHOA had soughinderstood by ordinary freeholders,
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surface and all subsurface mines anolwn account. R 25w4m

minerals (including coal, petroleum an 4 . 4 # 4=z
natural gas). Sometime between 19020 here are kR oy
and 1904, the CPR apparently realizedpproximately
that its locomotives ran on coal and that,000,000 acres of
it might be financially advantageous tdand in southern

= 24

.
&

retain subsurface coal for its owrAlberta and a 0

account when selling land to settlersurther 500,000 - +
Subsequently homesteaders purchasiagres of land in ﬁg T # v ¢
lands from the railway companys o ut h e rn S L — T a9

acquired title to the surface and alsaskatchewan

subsurface mines and minerals subjecthere individual * ol I =

the CPR’s reservation of coal. Infreeholders hold 2 o

approximately 1906, the CPR addetitle to all mines I * 4

petroleum to its reservation and, at somend minerals except O L o

later time, valuable stone was also addexmbal and petroleum F— B e L

to the CPR reservation. It wasn't untibr coal, petroleum . Z% o s ;

approximately 1912 that the railwayand valuable stone. 4

company began to reserve all mines ariehcana Corp., as

minerals for its own account. successor to the CGROWN FREEHOLD FREEHOLD
CPR, holds title to SECTIONS SECTIONS SECTIONS

As a consequence of the CPR’s belateal and petroleum e

recognition of the potential value ofor coal, petroleum | |} | | o000
subsurface coal, petroleum and theand valuable stone L | L1 Lo
natural gas, the title to subsurface minem these split title Ineluding Spit Title
and minerals became split on homestedands. FHOA has not physicallyCrown and freehold mineral rights
lands purchased from the CPR by westenounted the number of acres of land ithroughout this area. Due to the
Canadian settlers during the periodouthern Alberta where individualconcentration of freehold within the
between approximately 1902 and 1912. freeholders hold title to all mines andCBM fairway, freehold comprises at
M minerals except coal and Encana Corfeast 25% of available mineral rights in
ost of Alberta was settled afteror the Carbon Developmentmost areas prospective for CBM
1889 - the year that the DominionPartnership (CDP), as successors to thievelopment and in many areas within
Government stopped includingCPR, hold title to coal. However,the CBM fairway the percentage of
subsurface minerals in land sales anBHOA estimates that the CBMfreehold exceeds 50%.
grants. Consequently, very few of thewnership dispute impacts more tha
homesteaders who settled in Alberta ohalf of the approximately 6,000,000NBM wells, at least those drilled to
lands acquired from the Dominionacres of individually-owned freehold indate in the Horseshoe Canyon play

Excluding Split Title

Government received rights toAlberta. between Edmonton and Calgary on
subsurface mines and minerals. The either side of the ™ meridian, are
vast majority of individually-owned The Impact of Encana’s generally not as prolific as conventional
freehold mineral rights in Alberta wereynsybstantiated Claim to CBM 9as wells. CBM developers need large
initially purchased from the CPR or blocks of contiguous acreage to
from the Hudson’s Bay Company (theI ndividually-owned freehold mineral €conomically develop the CBM

HBC). So far as FHOA is aware, thgights are checker-boarded with minerdsource and minimize the surface
split title problem does not apply tOrights owned by the Province of AlbertdMprint of their operations. Given the
homestead lands acquired from thecrown rights) throughout the area ofheckerboarding of Crown and freehold
HBC (sections 8 and parts of sectiongythern Alberta deemed mosthroughout the CBM fairway, it is self-

26 within the ‘fertile belt). A nyrogpective for coal bed methan@vident thatany committee struck by the
homesteader who acquired land frorgeyelopment (the CBM fairway). Alberta Government to ensure the
the HBC prior to approximately 1908readers are referred to our Octobefesponsible development of the CBM
acquired title to the surface and albgps newsletter for maps showing botFeSOUrce “in a fashion that optimizes the
subsurface mines and mineralsihe (gistribution of prospective €conomic benefit to Albertans” with

thereafter the HBC retained allg psurface coals within southerninPut from industry and other

subsurface mines and minerals for ita|herta and the checker-boarding oftakeholders” should address the CBM
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ownership dispute. Such a committeaells have been drilled under holdinghe CBM resource. These issues were
was struck by the Alberta Governmengapprovals issued by the AEUB on theliscussed but generally considered to be
in early 2003. Our October, 2005north or east fence lines of Crown land%ut of scope” by the MAC. One of
newsletter details FHOA's participationimmediately adjacent to freeholdFHOA's specific recommendations was
in the Coal Bed Methane/Natural Gas imineral rights. Some of these wells aréhat the Crown, as owner of more split
Coal Multi-Stakeholder Advisory obviously draining gas reserves frontitle natural gas rights than any other
Committee (the MAC), and ourlandsowned by the offsetting individualparty in Alberta, immediately initiate
unsuccessful efforts to have the MAGreeholders. litigation to determine CBM ownership on
address the CBM ownership dispute. split title lands (see Final MAC Report)
he AEUB's May 30, 2006 http://www.energy.gov.ab.ca/docs/natu

he consequences of the MAC’amoratorium on all approvals (includingralgas/pdfs/com/THE_FINAL_REPO
failure to address this dispute are readilell licenses) in situations where theRT.pdf). The Government of Alberta
apparent fromthe map on the precediriggal entittement to CBMis inissue anchas not responded to FHOA's
page. This map of Township 39, Rangthe current AEUB hearing on CBMrecommendation. Obviously, the
25 West of the Fourth Meridian formedentitlement on split title lands arose as &@overnment’s failure to do so is now
part of FHOA's direct evidence duringdirect result of objections raised byimpacting the proper, orderly and fair
the CBM entitlement hearing. In thisEncana and CDP to CBM well licensalevelopment of the CBM resource.
township there are 18 sections of Crowand other approvals issued by the
mineral rights and an identical numbeAEUB in 2005. These approvals ha [though it is apparent from the map
of sections of freehold mineral rightsbeen granted to industry operators whon the previous page that the Alberta
Only one section of freehold contains ndiad leased natural gas from freeholdefSovernment is benefitting from its
split title rights. The other 17 freeholdwhose title was to all mines andfailure to address the split title
sections are either entirely split title ominerals except coal or all mines an@éwnership issue by virtue of Crown
contain a combination of split title rightsminerals except coal and petroleum odrainage of individually owned freehold
and lands where the freeholder owns adiplit title lands. mineral rights, FHOA does not view this
mines and minerals. Sixty-five wells B as some kind of nefarious Government
producing from shallow sands and/ondy virtue of the AEUB moratorium, plot to take advantage of individual
coals have been drilled on the Crowmdividual freehold owners whose titlefreeholders.  In fact, the Alberta
lands. Four wells producing from theexcludes coal are being prevented froi@overnment has also ignored the
same zones have been drilled on thdrilling wells on their lands or havingmajority recommendations of the
section of freehold that does not includéheir lessees do so. Only if theCanadian Association of Petroleum
any split title freehold. In comparison freeholder or his lessee enters into sonkroducers (CAPP), an organization
on the 17 sections of freehold whicHorm of agreement with Encana or CDPwhich represents 150 companies who
include some spilit title lands, a total otan a freeholder protect himself fromexplore for, develop and produce more
only 4 wells produce from the shallowdrainage. The moratorium has the sanmban 95% of Canada’s conventional and
sands or coals. All of these wells wereffect on freeholders who hold title tounconventional oil and gas. The
drilled before the May 30, 2006 AEUBall mines and minerals but whoselocumentbelow, produced atthe AEUB
moratorium. mineral rights
T happen to be

he township displayed islocated in a
representative of what has beesection of land
happening throughout the CBM fairwaywhich includes PR
in recent years - Crown mineral rightssplit title mineral |1 2eel VTSNV el Vi
are being developed for shallow gas antghts. .|+ Industry and Governme
CBM in preference to freehold mineral
rights primarily due to the uring the
unsubstantiated claims advanced byl A C
Encana and CDP to ownership of CBMieliberations,
by virtue of their ownership of coal onFHOA raised a

split title lands. number of issues
having to do [ _
i i i i .an i Vi stat | enterinto agreementsitha
f particular concern is the locationwith the proper, e Support development of NGG
of the wells on Crown lands. Asorderly and fair oni freehold split title lands

evidenced by the map on page 2, mardevelopment of

A Volunteer Organization Committed to Addressing the Conoefriedividual Owners of Freehold Minerals
- Page 3 -



CBM entitlement hearing and dated/ears for the courts to resolve the spliturner Valley
July, 2003, evidences CAPP’s majorityitle evolved gas ownership disputeR
recommendation which calls for theThis did not concern Encana. oyalite Oil (then a subsidiary of
Alberta Government to legislate a A Imperial Oil Limited) drilled the
resolution of the split titte ownership nd why should it? If Bulletin 2006- discovery well for the giant Turner
dispute in favour of the natural gasl9 remains in place until a final judicialValley field in 1924 on split title lands
owner. decision on CBM ownership and25 miles southwest of Calgary. The
B individual freehold owners of split title discovery well, Royalite No. 4, blew in
y failing to act on either CAPP’s natural gas rights or their lessees do nat 20 million cubic feet of gas per day.
majority recommendation or FHOA’'saccede to the demands of Encana, the
recommendation, the Albertafreeholders’ shallow gas and CBN
Government has effectively adoptedesources will have been drained awgy
CAPP’s minority recommendationby offsetting wells in most cases
which, not surprisingly, was supportedEncana is a $50 billion corporation angl
by Encana. The ‘do nothing’ positioncan well afford to wait until individual
adopted by the Alberta Governmentreeholders realize thatthey have no repl
clearly has the effect of allowing Encan&hoice other than to capitulate tg
to advance its business interests bas&micana’s demands.
on unsubstantiated claims at the expenge
of individual freehold owners andltis FHOA'’s position that Encana and'
legitimate CBM developers. Does thisCDP have no entitlement to CBM
indicate that Encana has too mucproduced from wells on split title lands
influence over the Provincial FHOA has asked the AEUB to
Government? Perhaps, but in FHOA'sletermine that for regulatory purposepg
view it is more indicative of the fact thatthe lessee of natural gas is entitled :E

“do nothing” has been the mantra of thi€BM and, having done so, to rescin
Governmentin recentyears. In FHOA'8Bulletin 2006-19.

e

eNo.4

view, this Province faces many difficult

issues going forward and desperateldatural Gas is not “Natural

needs strong and enlightened leadershiggg” The gas contained large volumes of
That is one of the reasons why FHOA'Sy ¢ condensate or naptha. Initially, the gas

directors have endorsed the candidacy atural gas was considered to be Was flared and only the ‘oil' was
Mr. Jim Dinning for leader of the dangerous nuisance in the early 1900%<0onserved and sold. The flaring lead to
Conservative Party and why | haVQ—|aving foolishly sold what was the area being referred to as Hell's Half

attached a personal letter seeking YoWipsequently recognized to be Acre.

support for Mr. Dinning. valuable commodity to the early
) homesteaders, the CPR and its

The AEUB Hearing successors have spent the last centurw
E N trying to get it back. The focus of their
ncana’s corporate position as seifforts has been on proving to the

forth at the AEUB hearing is that: satisfaction of regulatory and judicial

» the AEUB does not have theauthorities that natural gas is not natur.
jurisdiction to determine ownershipgas.
of CBM;

> any AEUB ruling on entitlement to The first records of this linguistic
CBM produced from wells on split charade can be found in the Glenbo
title land will not dispose of the Museum’s CPR files from the 1920's. Hell's Half Acre
ownership issue; and The most recent is in Encana’s

» Bulletin 2006-19 should remain insybmission to the AEUB CBM
place until the courts resolve theentittement hearing - a portion of this
CBM ownership dispute. submission is captioned “Not all

D Natural Gas is ‘Natural Gas™.
uring cross-examination, it was

pointed out that it took more than 13
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R W leases of coal from Encana or CDP. At
oyalite had purchased the lands o ould anyone - landownersthe time,there was no Canadian case law
which the discovery well was drilledpusinessmen or engineers have refeiad the ownership of petroleum in split
subject to the CPR’s reservation @b the gaseous hydrocarbons which wertle situations just as there is now no
petroleum, and had leased the CPRlared at Hell's Half Acre or at LedudCanadian law on the ownership of CBM.
petroleum rights. The CPR petroleuNo. 1 as petroleum? Not likely! T
lease required Imperial to pay the CP he regulatory authority issued
royalty of 5% on natural gas and 10% o hat about corporations likdmperial's well license and Imperial
petroleum. As a result of the differenimperial and the CPR? began to drill its well. Mr. Borys then
royalty rates for gas and petroleumin t sought and was granted a court
CPR petroleum lease, what CPR’sl he answer became apparent I§unction preventing Imperial from
Calgary management described asn®nths later. In the fall of 1949¢completing the well. He also initiated a
“little dispute” arose between Imperialmperial Oil Limited applied to thelaw suit to establish his title to natural
and the CPR as to the differenaegulatory authority for a license to drilpas. This lead to the landmark 1953
between petroleum and natural gas. a well on a quarter section of spilit titleecision of the Judicial Committee of the
lands owned by Michael Borys withirPrivy Council’'s decision inBorys v.
lenbow Museum files containthe Leduc field. Imperial had lease@PR and Imperial Oil.
correspondence between CPpetroleum rights from the CPR. Mr
management and independent linguiderys objected to the issuance of thisn the current CBM ownership dispute,
in which the railway company attemptedell license claiming that he was thEncana takes the position that the AEUB
to find support for the proposition thavwner of the gas which would benust refuse to issue CBM well licenses
natural gas was petroleum. The CRRoduced from the well. in split title situations until title is quieted
files also contain a legal memo from t by commercial agreement or court order.
CPR’s solicitor in Montreal clearly 1 he situation was analogous to tHa FHOA's view, the AEUB should not
stating that the CPR’s petroleurnurrent CBM ownership dispute beforafford different and better treatment to
reservation did not include natural gabe AEUB. Imperial had a lease frorencana in respect of split title ownership
and a more detailed unsignethe petroleum owner which establishadsues than an individual freeholder. For
memorandum of law, apparentlyts primafacie right to produce just likethe AEUB to do so would allow Encana
provided by Imperial, to the same effedhe lessees in the current CBNb use the regulatory process to further its
From correspondence between Imperiahtittement dispute have leases from the/n business interests at the expense of
Oil's President and CPR managementmatural gas owners. Imperial did nandividual freeholders and legitimate
these files it is obvious that in the milave a lease of natural gas from MEBM developers. What was good for
1920's both the CPR and Imperial OBorys just as the lessees in the currghe goose in 1949 should be good for the
Limited considered natural gas to be@BM entitlement dispute do not havgander in 2006.
separate substance from petroleumto be
distinguished based on the phas
conditon (gas v. liquid) of thel|
substances at surface.

I t is interesting to note that although
Imperial had raised the issue of the
distinction between petroleum and
natural gas with the CPR at Turner
Valley, and the CPR had sought and
received legal opinions confirming that
petroleum and natural gas were separate
substances, inBorys v. CPR and
Imperial Qil, Imperial and the CPR

Leduc:

Twenty years later, on February 13
1947, Imperial Leduc No. 1 blew in.

Unlike Royalite No. 4 which was
classified by regulatory authorities as
gas well, Imperial Leduc No. 1 was
classified as an oil well. However both
wells produced a combination of
gaseous and liquid hydrocarbons @
surface.

Leduc No. 1

argued through three levels of court that
petroleum and natural gas were not
separate substances and that natural gas
was, in fact, petroleum.

The Borys courts did not agree and
ruled that petroleum and natural gas
were separate substances.

Interested readers are referred to
FHOA's web site for a detailed
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discussion of th@orys decisions. For reaching his decisionAccording to the
these purposes it is sufficient to knowighest court of appeal in th ot so, pleaded the defendant
that all liquid petroleum in the groun@Commonwealth, what the CPR hagompanies - the gas produced was
contains gas in solution and whefeserved was petroleum in the grour@volved gas’. As per the schematic of
petroleum is lifted to surface in theind, in the early 1900's, neither the CPRe same mixed pool at a later time
production process the confiningAr. Borys, landowners, businessmen nghown to the right below, evolved gas is
pressure declines and gas breaks ouidljineers would have distinguishe@s which evolves from petroleum in the
solution causing both gaseous and liquigtween gas in solution in petroleum @round as a result of production-induced
hydrocarbons to be produced at surfagge ground and the liquid itself. Thé&eservoir pressure decline. The
As in the schematic below, the Leduc OPrivy  Council ruled that the wordevolution of gas in the ground results in
3 pool beneath Mr. Borys lands wapetroleum’ included gas in solution irthe ratio of gas to oil produced at surface
what the courts refer to as a ‘mixeghe ground. The Court also stated thacreasing over time. Some of the
pool’ - free gas in a gas cap overlay th@r. Borys owned “the substance whicBvolved gas remains in the ground and,
liquid petroleum. was found in the form of gds situ”, in the case of mixed pools, percolates
including gas cap gas, and that “thé¢pwards, merges with, and becomes
wo points respecting thdorys condition of the substance as it emergiglistinguishable from pre-existing gas
rulings are particularly relevant to throm time to time from the reservoircap gas.

CBM ownership dispute. determined ownership. I

F n 1997, the Court of Queen’s Bench
irstly, the Appellate Courts were stayed the freeholders’ legal actions
Gas _ @ Ol pending a trial of preliminary issues
o Oil which essentially became a trial to

{i}oos @ Gas Ooo determine the ownership of evolved gas.

The Supreme Court of Canada ruled in
2004 that evolved gas belongs to Encana,
as successor to the CPR. FHOA's

s CanG; Gas Cap Gas — February, 2005 newsletter contains a

148 aptlias S . . . .

T S Evolved Gas detailed discussion of this Supreme
Court decision. One could say that the

i Anderson decision effectively represents

| N Redueed the second successful step in the CPR’s
_— . ctrolcum a cauccd y . .
Water Petroleum at High Water Pressure (now Encana’s) gas reclamation project.

Pressure

Natural Gas is Coal

According to the expert witness called
concerned that because all olil WeII’H by Encana’s at the CBM entitlement
produce gas which was in solution il laving convinced the courts that gdsearing:
petroleum in the ground, if Borys wa solution in petroleum in the ground  “CBM occurs within coal not
found to own this gas he (and oth&vas petroleum, one could say that the as a gas, nor a compressed gas,
owners of split title natural gas) woul€€PR had successfully completed the but in a condensed liquid-like
hold the petroleum owner “at his mercyfirst step in reclaiming the gas it had state, through a physical-

- precisely what will result if the AEUBsold to the settlers. chemical relationship termed

agrees to Encana’s proposal and keeps ‘sorption’.  Sorbed methane

Bulletin 2006-19 in place pending a does not have the properties of a

judicial determination of CBM Anderson v. Amoco gas, but exchanges between

ownership. sorbed state and gas state.”

3 Imost forty years after th8orys FHOA understands that Encana’s expert
condly, the appellate courtgecision, a group of freeholders whosed the term ‘sorption’ to include both

overturned the trial judge’s ruling thagwned split title natural gas rightsbsorption (ie. solution of the methane in
Mr. Borys was the owner of gas imitiated law suits alleging that certaithe solid coal matrix) and adsorption

solution in petroleum because the triall companies had produced gas cap gasethane adhering to the inner surfaces
judge had relied upon scientifigrom their lands and paid all royalties oof the coal pores).

evidence rather than the vernaculgiis gas to the CPR and its successors;

useage of the word petroleum in TheBoryscourts clearly stated that the
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substance which is found in the form awners, business men or engineers, tsgnsfers which gave rise to split title
gasinsituis owned by the owner of spliindeed, the staff of the C.P.R. ... wouldnd and was considered to be
title natural gas not the petroleum ownet any time have differentiated betweatangerous. Encana argues that the CPR,

or the coal owner. The Supreme Coutte” coal and the CBM. who drafted the transfer agreements
of Canada confirmed this #nderson. O giving rise to split title land, would have
n the evening of May 22, 1902, aretained CBM for its own account

f the hypothesis of Encana’s expert imderground explosion in a coal mine imecause of this danger. Yes, and pigs
accepted and if the modern scientifihe Crowsnest Pass took the lives of rgally do fly.
understanding of CBM is deemed to Heast 128 miners in what was then t
the appropriate method of determiningorst mining disaster in Canadial—ncana is to be commended for
ownership of CBM in split title history. Two days later, a telegrarmaking a public issue in recent years of
situations, then the ownership of CBMrrived from Montreal from one T. Gthe importance of ethical conduct in
would presumably cycle back and fortBhaughnessy advising that thre@anada by individuals, businesses and
each nano-second between the cdhbusand dollars had been donated to fiditicians and for leading by example in
owner, the petroleum owner and thelief fund established for the deagutting in place a corporate constitution
natural gas owner as the CBM
“exchanges between sorbed state(s) a
gas state”.

FHOA flnds it difficult to ratlonallze

the known physical properties of
methane.  Methane has a criticg
temperature of minus 82 degree}
Celsius - ie. it is a gas under the s
temperature and pressure conditio
prevailing in underground coal seamsii
Alberta and could only exist as a liquidd
if the temperature in the subsurfacg® i e :
were several hundred degrees coldgk —m : - :
than it is known to be. FHOA alSOjgmmiar st -
notes that Encana’s expert providefiss
technical evidence on behalf of th
Southern Ute Tribe in Amoco i 53 : e i
Production Co. v. Southern Ute Indian Removing the Dead, Coal Creek, 1902
Tribeet al. - a legal action decided by
the United States Supreme Court in
1999 in which the Court ruled that theniners wives and children. Mrwhich, amongst other things demands
Southern Ute Tribe, as owners of co8haughnessy was president of the CR#hical business conduct from its staff
reserved in a 1909 federal statute, d'lj and those retained by the corporation.
not own CBM. twas in 1902 that the CPR first begaB
to reserve coal for its own account ikdut in the words of the famous

he U.S. Supreme Court adopted thend sales to settlers. In FHOA'’s viewierman philosopher Johann Wolfgang
same approach iSouthern Ute as did there can be no doubt whatsoever tHabethe:
the Privy Council in Borys - in landowners, business men, engineers Behaviour is the mirror in
determining ownership both Courtand the staff of the CPR differentiated which everyone shows their
rejected the modern scientifibetween coal and CBM in the 1902 to image.
understanding of the hydrocarbons 012 period. Coal was a rock and cogl
issue in favour of the vernacular adamp (the explosive mixture of CBMI n FHOA's opinion, it would be
common meaning of the words in thand air which took so many minerappropriate for Encana to take a long
reservation at the time it was made. lives) was a gas. hard look in the mirror with respect to its
position vis a vis CBM ownership.

On this basis, the CBM ownershipEncana acknowledges in its writte
issue is reduced to whetheisubmission tothe AEUB that CBM hadl he coal bed methane in dispute in the
paraphrasing the Privy Council, “lancio commercial value at the time of thAEUB hearing has a potential value
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measured in the billions of dollarsnformation, please call our offices or

Whatever the outcome of the AEUBisit our web site. We hope to see you

hearing, CBM ownership will ultimatelythere.

be decided by the courts. It is clearly

difficult for a group of volunteers to tak

on a $50 billion corporation in a court ol \aising the common voice of

law in this Province. If we are tdreeholders is one thing; having

succeed we will need your support armbmeone listen is another. Please take

the support of the many other freehottie time to read my attached letter and

owners who are unaware that thewonsider putting your personal political

property rights are threatened. We urgeews aside to help elect someone who

you to support our membership drive. will listen as the next Premier of
Alberta.

Membership Drive

On behalf of the board of directors.
hanks to those of you who shared

the FHOA story with family, friends and Else Pedersen,
associates. We are mailing this President
newsletter to approximately 300

additional freehold owners on a Canada Post Publication Mail
complimentary basis as a result of your Agreement No. 40048377

efforts. Hopefully these individuals will
find the information useful and join
FHOA's quest for greater fairness for all
freeholders. We encourage all members
to continue to spread the word and
thereby help FHOA to raise the
common voice of freeholders and
protect our heritage.

Consent Forms

We have again enclosed blank
consent forms for those members who
haven't yet executed these forms. The
purpose of these forms is to make
freehold owner contact information
available to energy companies in a cost
effective manner. We urge you to
complete a consent form and return it to
our offices. If your have questions
concerning these forms don't hesitate to
call our offices.

Upcoming FHOA Seminar

FHOA’s next seminar for freehold

mineral owners will be held at Festival
Place, 100 Festival Way, Sherwood
Park, Alberta from 7:00 to 10:00 pm on
November 14, 2006. Topics to be
discussed include CBM, protecting your
property rights, and current and planned
FHOA initiatives. For further
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