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SUMMARY

The Supreme Court of Ohio declined to answer a certified question concerning whether Ohio follows
the at-the-well rule or the marketable-product rule for deducting postproduction costs from oil and gas
royalties. The court held that oil and gas leases are contracts governed by their specific language and
dismissed the cause; two justices dissented.
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QUESTIONS PRESENTED

1. Whether Ohio follows the at-the-well rule or the marketable-product rule for calculating oil and gas
royalties and deducting postproduction costs.

2. Whether the Supreme Court of Ohio should answer the certified question without interpreting the
specific lease language and without an evidentiary record concerning extrinsic evidence.

HOLDINGS

1. The court declined to adopt either categorical rule and dismissed the certified cause because an oil and
gas lease is a contract governed by traditional contract-construction principles, and the parties' rights and
remedies are controlled by the specific language of their lease.

2. The court decertified or declined to answer the certified question and dismissed the cause.

KEY QUOTATIONS

“Under Ohio law, an oil and gas lease is a contract that is subject to the traditional rules of contract
construction.” (¶ 2; 148 Ohio St. 3d at 525)

“Because the rights and remedies of the parties are controlled by the specific language of their lease
agreement, we decline to answer the certified question, and dismiss this cause.” (¶ 11; 148 Ohio St. 3d at 527)

FACTUAL BACKGROUND

The underlying putative class action concerns leases signed in 1970 and 1971 for oil and gas production. The
landowner-lessors alleged that Chesapeake underpaid royalties, particularly by deducting postproduction costs
incurred after gas reached the wellhead. The leases contained different royalty provisions referring to market
value at the well, field market price, or delivery free of cost in the connected pipeline.

PROCEDURAL HISTORY

The underlying federal action was a putative class action by landowner-lessors alleging that Chesapeake
underpaid gas royalties under their leases. The federal district court certified a state-law question to the Supreme
Court of Ohio. The Ohio Supreme Court declined to answer the question because the parties' rights depended on
the specific language of the leases and dismissed the cause.
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