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SUMMARY

The Supreme Court of Texas held that a proposed class of gas royalty owners did not satisfy the

commonality requirement for class certification under Texas Rule of Civil Procedure 42. The proposed

class included both proceeds leases and market-value leases, which involve different legal duties and

valuation inquiries concerning implied covenants to obtain the best available price. The court reversed

the court of appeals and remanded the case for further proceedings.
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Interlocutory appeal from an order certifying a class action involving

gas royalty claims.

Class-certification orders are reviewed under the requirements of
Texas Rule of Civil Procedure 42, and the trial court must conduct a
rigorous analysis based on actual, not presumed, compliance with the
rule. The reviewing court must examine the applicable substantive law
and understand the claims, defenses, and relevant facts to

meaningfully evaluate certification.
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QUESTIONS PRESENTED

1. Whether the certified class satisfied Texas Rule of Civil Procedure 42's commonality requirement when
it included both proceeds leases and market-value leases.

2. Whether a court evaluating class certification must consider substantive law bearing on the merits of the

claims, including the distinction between proceeds leases and market-value leases.

3. Whether the court of appeals had jurisdiction over the interlocutory class-certification appeal based on
an asserted conflict with a prior Supreme Court decision.

HOLDINGS

1. A court evaluating class certification must consider applicable substantive law and conduct a rigorous
analysis of the actual, rather than presumed, conformance of the claims with Rule 42's certification
requirements.

2. The proposed class did not satisfy Rule 42's commonality requirement because none of the identified

issues both inhered in the complaints of all class members and were subject to generalized proof.

3. Questions concerning preferential affiliate transactions, third-party sale prices, and marketing fees did

not establish commonality for a class combining proceeds and market-value leases.

KEY QUOTATIONS

“Because a covenant to obtain the best price reasonably attainable is implied under Texas law only to
proceeds leases, not to market-value leases, we conclude that the royalty owners have not established that

there are "questions of law or fact common to the class" sufficient to support certification.” (69)

“By choosing to delay analysis of Yzaguirre until "another stage of litigation," the court of appeals ignored

applicable substantive law crucial to understanding the claims and defenses in this case.” (72)

“The question before us at this time is merely whether such unity of value can be established through common
proof, and we hold that it cannot.” (75)

FACTUAL BACKGROUND

Union Pacific leased land in Crockett County, produced gas, and paid royalties to lessors. The royalty owners
alleged that Union Pacific sold gas to affiliated companies at preferential index prices, that the affiliates resold
the gas to third parties at higher prices, and that Union Pacific improperly paid marketing-related fees to
affiliates, reducing royalty payments. The certified class included royalty owners whose leases calculated

royalties either on proceeds received or on current market value.
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The trial court certified a class of Crockett County gas royalty owners asserting that Union Pacific breached an
implied covenant to reasonably market gas and obtain the best current price reasonably obtainable. The court of
appeals affirmed the certification order. After this Court's decisions in Bernal and Yzaguirre, the court of appeals
abated the case for development of a trial plan, then again affirmed without addressing Yzaguirre's effect on

class certification. The Supreme Court of Texas reversed and remanded for further proceedings.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remanded to the trial court for further proceedings consistent with the opinion.
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