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IN THE UNITED STATESDISTRICT COURT
FOR THE WESTERN DISTRICT OF PENNSYLVANIA

KENTON SHAFER, THERESA SHAFER,
ARLEN SHAFER and SYLVIA SHAFER
Plaintiffs,
2:10-cv-1142
Y,

RANGE RESOURCES-APPALACHIA,LLC,
Defendant.

N N N N N N N N N N

MEMORANDUM OPINION AND ORDER

Pending now before the CourtD&EFENDANT RANGE RESOURCES —
APPALACHIA, LLC’'S MOTION TO DISMISSPLAINTIFFS' COMPLAINT (Document No.
4). Defendant (“Range ResourGefded a brief in support, Riintiffs filed a response in

opposition, Defendant filed a reply brief atié motion is ripe for disposition.

Factual and Procedural Background

On August 30, 2010, Plaintiffs filed a one-co@amplaint which alleges that Range
Resources breached a contract to pay a bonusiaege for the right to develop oil and gas on
their property. Plaintiffs’ counsel did not attatie relevant contractudocuments. However,
Defendant has submitted as exhibits to its motion to dismiss an Oil and Gas Lease, an
Addendum, and a Memorandum of Oil and Gease, all dated August 30, 2008 and signed by
Plaintiffs. Also attached as exhibits to Rangsdeces’ motion are copies letters to Plaintiffs
(the “DPO Letters”), also dated Augu, 2008, which bear Plaintiffs’ signatured:he

Complaint references these documents and th#ieaticity has not beesisputed. Therefore,

! Defendant refers to these letters as “Dear Rtpg@wvner” letters and Plaintiffs refer to the
letters as the “Side Agreement” or “Bonus Agreement.”
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the documents will be considered in ruling on the motion to disrsies.Pension Benefit Guar.
Corp. v. White Consol. Industries, In®98 F.2d 1192, 1196 (3d Cir. 1993).

The pertinent facts, as alleged in then@paint, are relatively straight-forward.

Plaintiffs, collectively, own 52.299 acreslahd in Monongalia County, West Virginia,
including all of the oil and gasghts associated with the prape A representative of Range
Resources, or “landman,” contagtelaintiffs in June 2008 toplore a leasing arrangement to
produce the oil and gas associateth Plaintiffs’ property. At the time, other natural gas
producers also contacted Plaintiffs regagda similar oil and gas production lease.

In July 2008, Range Resources presente@ft léase agreement. Plaintiffs responded
with concerns about various terms and Range@ess agreed to modify the draft by including
many non-standard provisions and an eighteecepé(18%) royalty. 1y 14, Plaintiffs allege
that the non-standard provisions “were préed to Range Resources management, who
reviewed, redrafted and incorpagdtthe revisions and approvee tierms of the lease negotiated
by Range’s landman.” Range Resources presengagtised documents toditiffs. Plaintiffs
executed the alleged “final” leaslocuments and returned thtmmRange Resources on August
30, 2008. Plaintiffs’ signatures on the QildaGas Lease and Memorandum of Oil and Gas
Lease documents were notarized. Howgtheese documents were not signed by a
representative of Range Resouraed the signature lines wdsdt blank. The Addendum was
signed by Plaintiffs but not notarized, and had no signaturédiriRange Resources. The term
of the proposed lease was five years.

Plaintiffs allege that they chose to do imess with Range Resources because it offered
an attractive up-front bonus paynterrlaintiffs allege thatontemporaneously with entering

into the lease, the parties entered into a side agreement (the “DPO Letter”) in which Range



Resources agreed to pay a total bonukl30,747.50 ($65,373.75 to each couple) within ninety
days. Plaintiffs signed the DPO Letter onglist 30, 2008 and then refrained from marketing
their property to othewsil and gas producers.

The DPO Letter is on Defendant’s letterh@ad contains the foll@ing relevant text:

e “Thank you for entering into an oil and gasas$e with our firmWe are pleased to
add your property to our expltion and development program!”

e “This [bonus] payment imade after the lease has been properly executed by
each interest owner, oumnesentative completes #dicheck at the courthouse
of the county in which your land liesd our management approvesthe lease.”
(Emphasis added).

e “Range Resources — Appalachia, LLC hereby agrees to pay the following oil and
gas owner the amount below set faatibj ect to: 1) approval of titlegand 2)
management approval of thelease.” (Emphasis added).

e “LEASE PAYMENT AMOUNT: $65,373.75, which shall be paid to Lessor
within 90 days from lease execution date . . . .”

o “Date of Execution: 8/30/08, by LANDMAN: Taylor A. Harri$.”

e Finally, there is a heading: “LES®ROACCEPTS AND AGHEES,” immediately
above the signature lines for Plaintiffs.

Defendant failed to make a bonus paymeithivw 90 days of August 30, 2008. Plaintiffs
contend that this failure constituted a breachooitiact. Defendant deniéisat the parties ever
entered into a binding contradbefendant also contends tlegtproval by its management is a
“condition precedent” to payment of any bonusnafly, Defendant contends that enforcement

of a five-year lease is barrég the statute of frauds.

Standard of Review

A motion to dismiss pursuant to Federal Rofi€Civil Procedure 12{)(6) is a challenge
to the legal sufficiency of the Complaint filed Blaintiff. The United States Supreme Court has
held that “[a] plaintiff's obligtion to provide the ‘grounds’ diis ‘entitle[ment] to relief’

requires more than labels and conclusions, and a formulaic recitation of the elements of a cause

2The Landman’s name is typed. There does ppéar to be a signature from Taylor Harris.
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of action will not do.” Bell Atlantic Corp. v. TwombJ\650 U.S. 544, 555 (20079i{ing
Papasan v. Allain478 U.S. 265, 286 (1986)) (atations in original).

The Court must accept as true all well-pkédhcts and allegations, and must draw all
reasonable inferences therefrom in favor of tlaenpff. However, as the Supreme Court made
clear inTwombly the “factual allegations must be enoughaise a right to relief above the
speculative level.”ld. The Supreme Court has subseqydmbadened the scope of this
requirement, stating that “only a complaint tetttes a plausible claim for relief survives a
motion to dismiss.”Ashcroft v. Igbal-- U.S. --, 129 S. Ct. 1937, 1950 (2009).

However, nothing iMwomblyor Igbal has changed the other pleading standards for a
motion to dismiss pursuant to Rule 12(b)(6).aflis, the Supreme Court did not impose a new,
heightened pleading requiremelniit reaffirmed that Federal Rubé Civil Procedure 8 requires
only a short, plain statementtbie claim showing that the pleadsrentitled to relief, not
“detailed factual allegations.See Phillips v. Co. of Allegheriyl5 F.3d 224, 231 (3d Cir. 2008)
(citing Twombly 550 U.S. at 552-53). Additionally, the Supreme Court did not abolish the Rule
12(b)(6) requirement that “the facts alleged nhestaken as true and a complaint may not be
dismissed merely because it appears unlikelytti@plaintiff can proveéhose facts or will

ultimately prevail on the merits.Id. (citing Twombly 550 U.S. at 553).

Legal Analysis

Defendant contends that the Complaint stidnél dismissed for failure to state a valid
claim for the following reasons: (1) the documedgmonstrate that n@uotract was formed, as
Range Resources never manifestedstsent to enter into a cordta(2) even if a contract was

formed, Range Resources did not breackdalise there was an express condition precedent



(i.e., “"management approval”’) to Defendamtigy to make the bonus payment; and (3) the
contract is unenforceable pursuant to the statuteauds. Defendant cites three opinions from
the United States District Court for the Middestrict of Pennsylvania which have granted
motions to dismiss similar complaints filed by property owners against Range Res@eees.
Hollingsworth v. Range Reurces — Appalachia, LLQ009 U.S. Dist. LEXIS 100371 (M.D. Pa.
July 29, 2009) (Magistrate Judgeport and Recommendatior)pllingsworth v. Range
Resources-Appalachia, LL.2009 WL 3601586 (M.D. Pa. Gatier 28, 2009) (Munley, J.)
(adopting Report and Recommendation); aypcb Better Homes, Inc. v. Range Resources-
Appalachia, LLC 2009 U.S. Dist. LEXIS 110425 (M.[Pa. May 21, 2009) (McClure, J.).

Plaintiffs rely heavily on a recent similar case in this distviatentino v. Range
Resources-Appalachia, LL.2010 WL 2034550 (W.D. Pa. 2010), in which Chief Judge Gary L.
Lancaster denied Range Resources’ motion to disnmssssence, Plaintiffs urge this Court to
adopt the analysis set forthWMalentina Plaintiffs also emphasizbat in this case, unlike
Valentino, HollingsworttandLyco Better Homedfkange Resources did not expressly reject or
“void” the proposed lease.

The Court acknowledges that this is a cloagse. It is not surprising that the prior
decisions cited by the partiesvieanvolved substantially the is& issues and documents, yet
reached different conclusions. The United St@esrt of Appeals for the Third Circuit has not

yet ruled on the issue.

®HollingsworthandLyco Better Homesettled while on appeal.
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The basic question in this case is whether a contract was form@dnehican Eagle
Outfitters v. Lyle & Scott Ltd584 F.3d 575 (3d Cir. 2009), the Court of Appeals summarized
the applicable principles of Pennsylvaniafaw

The first element of the test for enforcdiyiof a contract isvhether both parties

manifested an intention to be bound. $&3essing intent, the object of inquiry is

not the inner, subjective intent of the p@st but rather the intent a reasonable

person would apprehend in considgrthe parties' behavior.

Id. at 582 (citations omitted). Documents havimg surface appearance of contracts may, in
actuality, be evidence of mere negotiations bypimties. Similarly, erdence of a general

agreement to enter into a binding contiadhe future is not enforceabléd. On the other hand,
“[m]utual manifestations of assent that are in themselves sufficient to make a contract will not be
prevented from so operating by the mere fact theptrties also manifest an intention to prepare
and adopt a written memorial thereof.Id”

In Channel Home Centers, Div. of Grace Retail Corp. v. Grossi®mnf-.2d 291 (3d
Cir. 1986), the Court provided further guidanceléermine whether a contract has been formed
under Pennsylvania law. A Court stask: (1) “whether both pgégs manifested an intention to
be bound by the agreement”; (2) whether the $eaine sufficiently definite; and (3) whether
there was consideratiod. at 299. In this case, the terme definite and theris substantial
consideration — the only real question is the parties’ intent. Chla@mnel Home€ourt then

explained: “In determining the parties' intiens concerning the lettef intent, we must

examine the entire document and the relegantmstances surrounding its adoptioid”

* Defendant contends th@test Virginia law governs this actipas that state has the greatest
interest in this contract disput@laintiffs contend that Penngghia law applies. Both parties
agree, however, that there “are no substardifferences between Pennsylvania and West
Virginia law regarding contract formation.” Because no conflict exisesCourt will apply
Pennsylvania lawWilliams v. Stonel09 F.3d 890, 893 (3d Cir. 1997). The Court further notes
thatHollingsworth Lyco Better HomeandValentinohave all applied Pennsylvania law.



“[W]hen the record contains cditting evidence regarding intg the question of whether the
parties formed a completed contrecone for the trier of fact.’Id. at 300 n.9.

The American EagleCourt rejected the argument thla¢ mere lack of a signature
prevented formation of a bintj contract, and explained:

Signatures are not dispositive evidence of contractual irBeetCommerce

Bank/Pennsylvania v. First Union Nat'l Bar&kl1 A.2d 133, 145-46

(Pa.Super.Ct. 2006) (“ ‘As a general ridegnatures are noéquired for a binding

contract unless such signing is exprgsshuired by law or by the intent of the

parties.” "(quoting Shovel Transfer & Storadac., v. Pa. Liquor Control Bd

559 Pa. 56, 739 A.2d 133, 136 (1999))). The parties, therefore, did not need to

sign the London Memorandum to reflectithintent that it form a binding

contract.

Id. at 584.

Applying these principles, and construithg facts and all reasonable inferences
therefrom in the light most favorable to PHiis, the Court concludethat Range Resources’
motion to dismiss should be denied. The OR@er certainly provides that payment of the
bonus is “subject to ... management approval eflase.” Moreover, the statute of frauds will
pose a substantial obstacle to Plaintiffs’ abilitygoover in this case, &efendant’s signature is
not on the lease documents. Nevertheless,tfaihave alleged that Range Resources accepted
the lease and bonus terms and entered intodinig contract. Althougbefendant argues that
such assent was never provideds fandamental factual disputannot be resolved as a matter
of law solely by examination of the contract doents. Rather, the Court must also consider
the relevant circumstances.

The term “management approval” was not defined in the DPO Letter and it is unclear
how such “approval” was to be obtained anthowinicated. Plaintiffeontend that such

“management approval” can be proven in this case by, inter@ljahe action of negotiating

non-standard terms with Plaintiffs; (2) theieawv, redrafting and icorporation of the non-



standard terms into revisegblse documents prepared by RaRgsources corporate officials;
(3) the presentation of the revised lease doctsrtynRange Resources to Plaintiffs; (4) the
statement in the DPO Letter: “Thank you for enterirtg an oil and gas leaith our firm. We
are pleased to add your propextyour exploration and develogmt program”; and (5) the lack
of any disapproval of the lease by RamRgsources. Plaintiffs note thatHollingsworthand
Lyco Better HomedRange Resources had expressly comoated a rejeatin of the proposed
agreement by returning the documents to tlopgnty owners stamped “Void.” Defendant
acknowledges that no similar dggaoval occurred ithis case, although it contends that such
disapproval was not necessaryaiRliffs also contend that the term “management approval’
should be construed to be limited to the tasksiBpaly listed in the DPO Letter. In other
words, Plaintiffs reason that “management appl’ could be withheld only if the proper
persons had not executed the le#iseiy oil and gas rights weret intact, or a title check
disclosed reservations of rights byets that invalidated the leasat this stage of the case, the
Court concludes that Plaintiffs’ position is plausible.

Range Resources argues thatsigning of the DPO Letter Blaintiffs was an “offer,”
which Range Resources never “accepted.” Howekie DPO Letter, dactly above Plaintiffs’
signatures, states: “LESSOR: ACCEPTS ANBREES.” Thus, the DPO Letter appears to
reflect that the Plaintiffs’ signatures constitiin acceptance of Range Resources’ offer. In
other words, the text of the DPO Letter — whigas drafted and prepat by Range Resources —
is at odds with Defendant’s currdetjal position. At this stagse the case, the conflict must be
resolved in favor of Plaintiffs.

Finally, Defendant’s reliance on the statutdratids is unavailing dhis stage of the

case. Under Pennsylvania law, the statute of freeldting to leases iaxcess of three years, 68



P.S. § 250.202, is “waivable.” Thus, the statof frauds may be introduced only as an
affirmative defense and notthie motion to dismiss stag&lumer v. Dorfman289 A.2d 463,
468 (Pa. 1972) (citations omitted). Such leasesot void, although the statute of frauds may
render the durational term unenforcealidight Systems, Inc. v. Electronic Data Systems Corp
112 F.3d 124, 127-29 (3d Cir. 1997) (statute of framtlnot bar recovery if Defendant admits
to the existence of a contract in pleadings ortesty). Moreover, its possible that Plaintiff
will be able to demonstrate sufficient evidenca dsigned” writing to satisfy the statute of
frauds. InFlight Systemsthe Court explained: “Any mark or symbol-including a typewritten
name-will be deemed to constitute a signature f@ptirposes of the statute if it is used with the
declared or apparent inteiotauthenticate the memoranduid. at 129 ¢iting Hessenthaler v.
Farzin, 564 A.2d 990, 993 (Pa.Super.1989)). The Cootes that the DPO Letter contains the
typewritten name of “Latiman: Taylor A. Harris.”

In accordance with the foregoing, DEFENDANT RANGE RESOURCES —
APPALACHIA, LLC’'S MOTION TO DISMISSPLAINTIFFS’ COMPLAINT (Document No.
4) will be DENIED.

An appropriate Order follows.

McVerry, J.



IN THE UNITED STATESDISTRICT COURT
FOR THE WESTERN DISTRICT OF PENNSYLVANIA

KENTON SHAFER, THERESA SHAFER,
ARLEN SHAFER and SYLVIA SHAFER
Plaintiffs,
2:10-cv-1142
Y,

RANGE RESOURCES-APPALACHIA,LLC,

)
)
)
)
)
)
)
Defendant. )
)
)
R

ORDER OF COURT

AND NOW this 16th day oFebruary, 2011, in accordance with the foregoing
Memorandum Opinion, it is hereby ORBED, ADJUDGED and DECREED that
DEFENDANT RANGE RESOURCES - APRACHIA, LLC’S MOTION TO DISMISS
PLAINTIFFS’ COMPLAINT (Document No. 4) i®ENIED.

Defendant shall file an Answer toetlComplaint on or before March 2, 2011.

BY THE COURT:

gTerrence F. McVerry
Lhited States District Judge

Cc:
Jodl S. Sansone, Esquire
Email: joelsansone03@msn.com

Jared S. Hawk, Esquire
Email: jared.hawk@klgates.com
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