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“Eastern Rule” :

e CBM is a component of coal

* Public Policy dictates optimal mining safety therefore CBM production
and coal mining are best left to a single entity

 Energy Development v. Moss(WV): absent specific language of the
parties’ intent, a general oil and gas lease does not include CBM

“Western Rule”:

« Owner of gas and oil estate may have rights to CBM as it is a form of
natural gas

e Carbon County v. Union Reserve Coal Co (Mont): Deed in question
conveyed all coal and coal rights, but was silent as to gas. Court
determined it was not the intent of the parties to convey CBM.
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Joint Coal-0il and Gas Industry Study and Proposal
e Original legal framework implemented in 2004
 New proposal
Coal tenure holder to have right of way to develop coal deposits,
subject to:
Notice periods and confirmation requirements
Compensation for lost CBM production where the coal licensee
truncates the notice period
Compensation for impacts on certain existing gas infrastructure
Right of first refusal for CBM tenure holders to any inadvertent CBM
produced in the joint area
Ongoing obligation for overlapping coal and CBM tenure holders to
exchange relevant information
Tenure holders will be free to negotiate other arrangements as an
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Rolling Abandonment Model

e “Initial Mining Area”: minimum area representing 10 years of safe and
efficient coal mining operations.

e “Future Mining Area”: area within which the coal licensee intends to
commence and carry out mining in the future (contiguous with initial
mining area)

* “Simultaneous Operations Zone”: area around the initial mining area
in which CBM licensees may operate subject to prescribed safety
requirements

e CBM operators have 10 years from notice to abandon initial mining
area

Coal licensee may truncate Notice Period (for which compensation is
required)

e If the coal operations are underground, the coal licensee must allow a
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