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SUMMARY

The United States District Court for the Eastern District of Oklahoma grants Defendants’ motion to
dismiss an amended putative class action concerning alleged natural-gas revenue earnouts. The court
holds that the plaintiffs’ oil-and-gas leases, rather than the Oklahoma Production Revenue Standards
Act, determine whether they are entitled to royalties on the earnouts, and concludes that the amended
complaint does not adequately allege such an entitlement. The court therefore dismisses claims for
breach of the PRSA, breach of the reasonably prudent operator standard, unjust enrichment, fraud, and
breach of the Energy Litigation Reform Act.
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DISPOSITION dismissed

PROCEDURAL POSTURE Defendants moved under Federal Rule of Civil Procedure 12(b)(6) to
dismiss Plaintiffs' amended class-action complaint for failure to state a
claim. The court granted the motion and dismissed the action.

STANDARD OF REVIEW On a Rule 12(b)(6) motion, the court accepts well-pleaded factual
allegations as true and determines whether the complaint contains
sufficient factual matter to state a facially plausible claim. Legal
conclusions and formulaic recitations of the elements are insufficient.
Fraud claims must satisfy Rule 9(b)'s particularity requirement.
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QUESTIONS PRESENTED

1. Whether the oil and gas leases or the Oklahoma Production Revenue Standards Act entitled Plaintiffs to
royalties on earnout payments received by Defendants.

2. Whether Plaintiffs adequately pleaded claims for breach of the Production Revenue Standards Act,
breach of the reasonably prudent operator standard, unjust enrichment, actual or constructive fraud, and
violation of the Energy Litigation Reform Act.

3. Whether Plaintiffs' alter-ego theory could proceed as a stand-alone claim after dismissal of the
substantive causes of action.

4. Whether Plaintiffs should receive further leave to amend.

HOLDINGS

1. The leases did not, as pleaded, entitle Plaintiffs to a portion of the earnouts because Plaintiffs failed to
allege that the earnouts constituted payment for gas produced and sold or otherwise affected royalties
due under the leases. The Production Revenue Standards Act does not itself create royalty rights; it
presupposes a contractual entitlement established by the lease.

2. The PRSA claim failed because Plaintiffs did not allege a contractual entitlement to the earnout
proceeds.

3. Those claims failed because Plaintiffs did not allege an entitlement to the earnouts, a royalty-impacting
breach, an unjust detriment, or a duty to disclose the earnout proceeds.

4. The court denied further leave to amend because Plaintiffs did not request it, had already received an
opportunity to amend, and did not indicate that additional facts could cure the pleading deficiencies.

KEY QUOTATIONS

“Oklahoma law is clear, the PRSA does not create royalty rights—the oil and gas leases do.” (Analysis § I)

“Thus, because there remain no viable causes of action, the Court dismisses Plaintiffs’ alter-ego claim.”
(Analysis § II, Count I)



FACTUAL BACKGROUND

Plaintiffs alleged that they owned royalty interests in oil and gas wells in McIntosh County and surrounding
counties. Calyx Energy entered gathering and processing arrangements involving the wells, later diverted gas to
Tall Oak under a Gas Gathering and Processing Agreement, and received earnout payments under related
transaction documents. Plaintiffs alleged that Defendants failed to pay them a share of the earnouts and
concealed revenue attributable to natural-gas production, but they did not allege that the gas was sold, that the
earnouts constituted payment for gas sold, or that the transaction reduced royalties otherwise owed under the
leases.

PROCEDURAL HISTORY

Plaintiffs filed the action in the District Court for McIntosh County, Oklahoma, alleging claims arising from
Defendants' alleged diversion of natural-gas production and retention of earnout revenue. Defendants removed
the action to the Eastern District of Oklahoma on November 19, 2024. After Plaintiffs were granted leave to
amend, they filed an amended complaint on July 15, 2025; the court dismissed all claims and denied further
leave to amend.

DISPOSITION

dismissed
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