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Jason S. Brookner 
Texas Bar No. 24033684 
William B. Chaney 
Texas Bar No. 04108500 
GRAY REED & McGRAW, P.C. 
1601 Elm Street, Suite 4600 
Dallas, Texas 75201 
Telephone:    (214) 954-4135 
Facsimile:     (214) 953-1332 
 
COUNSEL TO THE DEBTORS 

 
IN THE UNITED STATES BANKRUPTCY COURT FOR THE 

NORTHERN DISTRICT OF TEXAS 
DALLAS DIVISION 

 
In re: 
 
EASTERN 1996D LIMITED 
PARTNERSHIP, et al., 1 
 
  Debtors. 

§ 
§ 
§ 
§ 
§ 
§ 

Chapter 11 
 
Case No. 13-34773-HDH-11 
 
Jointly Administered 

-------------------------------------------------------- §  
EASTERN 1996D LIMITED 
PARTNERSHIP, et al., 
 
  Plaintiffs, 
 
v. 
 
PDC ENERGY, INC., 
 
  Defendant. 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
 

 
 
 
Adversary No. 14-_____ 

COMPLAINT 
 

 Eastern 1996D Limited Partnership, et al., the above-captioned debtors and debtors in 

1 The Debtors in these chapter 11 cases, Plaintiffs herein, and the last four digits of their federal tax identification 
numbers, are: (i) Eastern 1996D Limited Partnership (1154) (“1996D”); (ii) Eastern 1997D Limited Partnership 
(4713) (“1997D”); (iii) Eastern 1998D Limited Partnership (7539) (“1998D”); (iv) CO and PA 1999D Limited 
Partnership (8545) (“1999D”); (v) Colorado 2000B Limited Partnership (3050) (“2000B”); (vi) Colorado 2000C 
Limited Partnership (3437) (“2000C”); (vii) Colorado 2000D Limited Partnership (4071) (“2000D”); (viii) Colorado 
2001A Limited Partnership (9061) (“2001A”); (ix) Colorado 2001B Limited Partnership (9832) (“2001B”); (x) 
Colorado 2001C Limited Partnership (3219) (“2001C”); (xi) Colorado 2001D Limited Partnership (5051) 
(“2001D”); and (xii) Colorado 2002A Limited Partnership (9674) (“2002A”). 
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possession (collectively, the “Debtors” or “Plaintiffs”), for their Complaint against PDC Energy, 

Inc. f/k/a Petroleum Development Corporation (“PDC” or “Defendant”), allege as follows: 

I. 
NATURE OF THE ACTION AND INTRODUCTION 

1. This is an action for breach of fiduciary duty and breach of contract against 

Defendant, the Debtors’ managing general partner.  As set forth more fully below, PDC breached 

its fiduciary duties to each Debtor by, among other things, failing to transfer to the Debtors 

certain leases (collectively, the “Leases”) acquired by PDC on the Debtors’ behalf which were 

required to be transferred to the Debtors. 

2. PDC failed to inform the Debtors and their limited partners of these matters, 

failed to make appropriate disclosure, and otherwise caused harm to the Debtors through its 

actions and failures to act.  The damage to each Debtor, in an amount to be determined at trial, is 

no less than the value of the Leases acquired and retained by PDC (but which should have been 

transferred to the Debtors).  The Debtors further seek disgorgement and a constructive trust, and 

object to PDC’s claims. 

II. 
JURISDICTION AND VENUE 

3. The Court has jurisdiction over this adversary proceeding pursuant to 28 U.S.C. 

§§ 157 and 1334. 

4. Venue is proper pursuant to 28 U.S.C. §§ 1408 and 1409. 

5. This adversary proceeding presents a core proceeding pursuant to 28 U.S.C. § 

157(b)(2)(A), (B), (C) and (O).  The Court has constitutional authority to enter a final order with 

respect to this matter as at a minimum, PDC has been scheduled as having approximately 
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$452,000 in claims against the Debtors.  This adversary proceeding is, thus, tantamount to a 

counterclaim against a claimant, and the resolution of this action will directly impact whether 

PDC receives any distributions on account of its claims against the Debtors. 

6. To the extent it may be determined that this adversary proceeding does not 

present a core proceeding under 28 U.S.C. § 157(b)(2), the Debtors nonetheless consent to this 

Court’s entry of a final order and judgment. 

III. 
THE PARTIES 

7. Plaintiffs are each publicly subscribed West Virginia Limited Partnerships with 

their principal assets in Dallas County, Texas, and their chapter 11 cases pending before this 

Court.   

8. Defendant is a Nevada Corporation with its principal place of business at 1775 

Sherman Street, Suite 3000, Denver, Colorado 80203.  Defendant is the managing general 

partner for each of the Plaintiffs, and also holds approximately 20% of each Plaintiff’s limited 

partnership units. 

9. Defendant may be served through its registered agent for service of process in the 

State of Texas, Corporation Service Company d/b/a CSC-Lawyers Incorporating Service 

Company, at 211 E. 7th Street, Suite 620, Austin, Texas 78701-3218.  Defendant may also be 

served pursuant to Rule 7004(a)(3) of the Federal Rules of Bankruptcy Procedure (the 

“Bankruptcy Rules”), via first class U.S. Mail, postage prepaid, to the attention of its general 

counsel at the Colorado address set forth in the prior paragraph. 
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IV. 
FACTS 

A. General Background 

10. Plaintiffs are publicly subscribed West Virginia limited partnerships that, as of the 

filing of the above-captioned chapter 11 cases (the “Chapter 11 Cases”) on September 16, 2013 

(the “Petition Date”), owned undivided working interests in certain oil and natural gas properties. 

11. PDC is a domestic independent exploration and production company that 

produces, develops, acquires and explores for, among other things, crude oil and natural gas.  

PDC’s primary operations are in the Wattenberg Field in Colorado, the Utica Shale in 

southeastern Ohio and the Marcellus Shale in northern West Virginia.  PDC’s operations in the 

Wattenberg Field are focused on the liquid-rich horizontal Niobrara and Codell plays.  As of 

March 31, 2014, PDC owned an interest in approximately 2,900 gross wells.  Defendant is 

engaged in two business segments: (1) oil and gas exploration and production and (2) gas 

marketing.  Defendant’s shares are publicly traded on the NASDAQ exchange, under the ticker 

symbol “PDCE.” 

12. Over a period of years, Defendant formed numerous limited partnerships to raise 

funds to finance “drilling programs” to acquire and develop oil and gas properties.   Each of the 

Debtors was a part of one of three drilling programs: (1) the PDC 1996-1997 Drilling Program; 

(2) the PDC 2000 Drilling Program; and (3) the PDC 2003 Drilling Program.  

13. Plaintiffs were organized and began operations with cash contributed by limited 

and additional general partners (collectively, the “Investor Partners”) and Defendant as the 

managing general partner.  These Investor Partners own approximately 80% of each respective 

Plaintiff’s capital, or equity interests.  Defendant owns the remaining approximately 20% of each 

respective Plaintiff’s capital or equity interests, and is the managing general partner of each 
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Plaintiff (Defendant and the Investor Partners are collectively referred to as the “Partners”).  In 

the aggregate, Plaintiffs have over 8,500 limited partnership unit holders.2 

14. Prior to the Petition Date, in late July 2013, Karen Nicolaou, the principal of 

Atropos Incorporated, was retained and designated as the responsible party (the “Responsible 

Party”) by Defendant for each of the Debtors.  The Responsible Party’s post-bankruptcy 

retention as the fiduciary for the Debtors and their respective estates was approved by Order of 

this Court dated October 22, 2013 [Docket No. 106]. 

15. During the Chapter 11 Cases, Plaintiffs sold substantially all of their assets.  By 

Order dated December 13, 2013 [Docket No. 158], the Court approved the sale of Plaintiffs’ 

Colorado assets to Defendant, and by Order dated March 4, 2014 [Docket No. 244], the Court 

approved the sale of Plaintiff’s Appalachia assets to a third party.3 

16. Prior to the sale of their assets, Plaintiffs’ primary business was the operation and 

development of oil and natural gas properties and the appropriate allocation of cash proceeds, 

costs, and tax benefits among the Partners.  Upon funding, each of the Plaintiffs entered into a 

Drilling and Operating Agreement with Defendant, as operator for Plaintiffs, which governed the 

drilling and operational aspects of the Plaintiffs’ oil and gas properties.  The Plaintiffs were also 

each a party to a joint operating agreement with Defendant, as operator for the Debtors. 

17. Substantially all of the capital raised in the respective offerings for each Plaintiff 

was used for the initial drilling and completion of Plaintiffs’ wells.  In accordance with each 

Debtor’s partnership agreement (collectively, the “Partnership Agreements”), the Investor 

Partners who held general partnership interests in each Debtor had such interests converted to 

2 Some limited partnership unit holders hold units in more than one Debtor.   
3 The Colorado assets sold to Defendant were located within the State of Colorado, and were held by Plaintiffs 
1999D, 2000B, 2000C, 2000D, 2001A, 2001B, 2001C, 2001D and 2002A.  The Appalachia assets sold to a third 
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limited partnership units upon the completion of the drilling activities with respect to each 

Debtor.  Defendant remains the sole general partner for each of the Debtors. 

18. Prior to the closing of the sales of Plaintiffs’ assets, Defendant served as operator 

for each of the wells in which Plaintiffs had a working interest.  Defendant marketed and sold the 

oil and gas, paid all applicable operating expenses and royalty interest holders, and thereafter, 

allocated the net distributable income from each applicable well to the appropriate Debtor and 

other non-Debtor working interest holders.  On behalf of each Debtor, Defendant then distributed 

such Debtor’s net distributable income to each Debtor’s Partners. 

19. Plaintiffs did not have, and do not currently have, their own independent 

operations, employees, or books and records.  Instead, Defendant had sole and complete control 

and responsibility for and over all of Plaintiffs’ operations, which included, but was not limited 

to, drilling and operating all of Plaintiffs’ wells, paying all vendors and other expenses of 

operating the Debtors’ wells, making all distributions to Partners, sending Partners their annual 

K-1 tax forms, maintaining all records on behalf of each Plaintiff, etc. 

B. Commencement of The Chapter 11 Cases 

20. As part of a fundamental shift in its business strategy to a more traditional 

exploration and production company model, in or around 2008, PDC eliminated from its 

strategic plan the use of sponsored drilling partnerships as a method of raising capital to fund 

development of PDC’s undeveloped properties.  In furtherance of this shift in business strategy, 

from July 2010 to November 2011, PDC took most of the partnerships, other than the Debtors, 

private. 

party were located in the States of Pennsylvania and West Virginia, and were held by Plaintiffs 1996D, 1997D, 
1998D and 1999D. 
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21. The Debtors could not be taken private in the same manner as the other 

partnerships.  Because the Debtors were registered with the Securities and Exchange 

Commission (“SEC”), pursuant to section 12 of the Securities Exchange Act of 1934 (the “1934 

Act”), the only way to take the Debtors private was to solicit the votes of the limited partners 

through proxy statements in accordance with section 14 of the 1934 Act and the SEC’s rules and 

regulations promulgated thereunder.  Since the Debtors were not in compliance with their SEC 

reporting obligations, however, a “go private” transaction was not possible for PDC and the 

Debtors. 

22. As the managing general partner with sole control over the Plaintiffs, Defendant 

had the duty to comply with the Plaintiffs’ SEC reporting obligations.  As of the Petition Date, 

however, Plaintiffs were “in arrears” for nine years’ worth of applicable SEC reports, due to 

Defendants’ actions or inactions. 

23. It would have cost Plaintiffs substantial time and resources to come into 

compliance with nine years of SEC reporting obligations.  Upon information and belief, 

Plaintiffs estimate that nine years’ worth of audits and quarterly reviews, plus completion of 

appropriate annual or quarterly SEC filings would have cost between $900,000.00 and $1 million 

per Plaintiff.  Making such expenditures would have significantly diluted, if not completely 

eliminated, recoveries to the Plaintiffs’ respective Partners. 

24. As a result, Plaintiffs commenced the Chapter 11 Cases to sell their remaining oil 

and gas wells, with the proceeds of sale to be paid to their Partners after the payment of senior 

claims, in accordance with the “absolute priority rule” set forth in the Partnership Agreements 

and the Bankruptcy Code. 

 

 
COMPLAINT –PAGE 7 
 

2117435.3 
 

  

 

Case 14-03080-hdh Doc 1 Filed 06/05/14    Entered 06/05/14 14:33:06    Page 9 of 70



C. The Partnerships 

25. The year in each Debtor’s name indicates the year that the Debtor was formed and 

investors were solicited.  Thus, for example, “Eastern 1996D” indicates that this Debtor was 

formed and partnership interests in the Debtor were solicited in 1996.  Similarly, by way of 

example, “Colorado 2002A” indicates that this Debtor was formed and partnership interests in 

the Debtor were solicited in 2002. 

26. From time to time between January 1996 and July 2005, PDC issued prospectuses 

for the formation of partnerships, which would obtain investor financing to drill, own and 

operate natural gas and oil wells in the Colorado and Appalachian regions, among others. 

27. At various times between approximately December 31, 1996 and April 30, 2002, 

the Debtors were formed by PDC.  Many thousands of persons and entities collectively invested 

approximately $188 million (not including any investment or contribution by PDC) for limited 

partnership units in the Debtors.  As stated above, the Debtors had over 8,500 limited partnership 

unit holders, in the aggregate, as of the Petition Date.   

28. PDC was (and remains) the sole general partner for each of the Debtors, and as 

stated more fully in this Complaint, exercised full and exclusive control over all of the Debtors’ 

activities and businesses. 

29. Following the formation of each Debtor, PDC acquired the Leases (and 

potentially other rights) to explore and develop various oil and gas fields.  Although record title 

to all of the Leases was to be “temporarily held in the name of [PDC] . . . as agent for” the 

Debtors, PDC was required to thereafter assign the Leases to, and place them in the name of, 

each Debtor.  Partnership Agreement § 5.04(a).  PDC, however, transferred only well bores – 

that is, just the wells themselves rather than the underlying Leases – to the Debtors. 
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30. Indeed, in the prospectuses issued by PDC in connection with soliciting 

investments for each Debtor’s drilling program, PDC unequivocally stated, among other things: 

• The partnership will hold record title to leases in its name; 

• PDC will assign to the partnership its interest in the lease; 

• Leases acquired may initially and temporarily be held in the name of PDC to 
facilitate the acquisition of properties; and 

• The existence of unrecorded assignments from the record owner will indicate 
that the leases are being held for the benefit of each particular partnership. 

31. Further, the Partnership Agreements (an example of which is attached hereto as 

Exhibit A),4 specifically provide at section 5.04(a) that “[r]ecord title to each Lease acquired by 

the Partnership may be temporarily held in the name of [PDC], or in the name of any nominee 

designated by [PDC], as agent for the Partnership until a productive well is completed on a 

Lease.  Thereafter, record title to Leases shall be assigned to and placed in the name of the 

Partnership.” 

32. More recently, as technology has evolved, infill wells can be drilled in the same 

producing formations in various areas, and horizontal wells can be drilled into formations 

previously developed through vertical drilling.  PDC knew, and was in possession of information 

showing, that the ability to develop horizontal wells and infill wells were valuable. 

33. Indeed, the industry has known about horizontal drilling since as far back as the 

1920s, although the process was not economically viable until at least the 1980s.  By the late 

1990s – just a few years after (or at the time of) formation of some of the Debtors and several 

years before formation of the remaining Debtors – horizontal drilling was starting to become 

4 The provisions of the Plaintiffs’ Partnership Agreements are substantially similar, if not identical, to each other.   
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more widely used.  By the early 2000s, horizontal drilling had come into (and remains in) 

widespread use and has now become routine. 

34. PDC – like many others in the industry – has taken, and will continue to take, 

advantage of the benefits of horizontal drilling.  As reported in PDC’s SEC Form 10-K for the 

fiscal year ended December 31, 2013, among other things: 

• Horizontal drilling has been primarily responsible for the increase in PDC’s 
estimated proven reserves and production; 

• PDC is focused on reserves, production and cash flows in its high-value 
horizontal drilling programs; 

• PDC’s primary focus on the Wattenberg Field in Colorado is drilling in the 
horizontal Niobrara and Codell plays, and has approximately 2,800 gross 3P 
horizontal projects in the field, and PDC expects to drill and operate 
approximately 115 horizontal wells in these areas; and 

• Since 2012, PDC has devoted the majority of its capital budget to drilling 
horizontal wells. 

35. By assigning only well bores to the Debtors, however, despite the express terms 

of the Partnership Agreement, the Debtors were deprived of the value that could have been (and 

may still be) realized through, among other things, a disposition of the Leases, infill wells and 

horizontal drilling, which value rightfully belongs to the Debtors. 

36. Defendant never disclosed to any of the Debtors or their limited partners that it 

had retained title to any Leases, nor did Defendant justify, or attempt to justify, how retaining 

record title was consistent with its duties and obligations, or was otherwise in good faith and fair 

to the Plaintiffs.  Defendant was not permitted to simply keep record title in the Leases and 

assign only well bores to the Debtors.  By doing so, Defendant breached its duties and 

obligations to the Debtors.  
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D. Fiduciary Duties 

37. As the managing general partner for each Plaintiff, pursuant to West Virginia law, 

Defendant owed each Plaintiff duties of care and loyalty which include, but are not limited to, 

the duty of good faith and fair dealing, full disclosure and the duty of candor, the duty to not 

usurp opportunities, and not engaging in a knowing violation of law. 

38. Indeed, the Partnership Agreements themselves, which are governed by the West 

Virginia Uniform Limited Partnership Act, see Partnership Agreement introduction and § 11.06, 

specifically list certain duties and obligations of Defendant, which include the following:  

• Managing the affairs of the partnership in a prudent and businesslike fashion, 
and using best efforts to carry out the purposes and character of the business 
of the partnership; 

• Ensuring that all transactions between the partnership and Defendant are on 
terms no less favorable than those between third parties dealing at arms’ 
length; 

• The fiduciary responsibility for the safekeeping and use of all funds and assets 
of the partnership, regardless of whether such funds and assets are in 
Defendant’s possession or control; 

• Specific duties in connection with the acquisition and disposition of oil and 
gas leases and the transfer of title to leases, including, but not limited to, 
acting as the Debtors’ agent; 

• General duties in connection with transactions and the partnership’s business; 

• Doing all things necessary to carry on the business of the partnership and 
conduct the activities of the partnership; 

• Not taking any action with respect to the assets or property of the partnership 
which does not benefit the partnership; and 

• Delivering various periodic reports to the Investor Partners, which include 
certain specific information, and file the same with certain state securities 
divisions. 
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See generally, respectively, Partnership Agreement §§ 5.01; 5.02(b); 5.02(n); 5.03 and 5.04; 

5.07; 6.01; 6.03(g); 8.02. 

39. Furthermore, in the prospectuses issued by PDC in connection with soliciting 

investments for each Debtor’s drilling program, PDC unequivocally stated, among other things, 

that: 

• It was accountable to the Debtors as a fiduciary and, consequently was 
required to exercise the utmost good faith and integrity in handling 
partnership affairs; 

• It had to act at all times in the best interests of the Debtors and the Investor 
Partners; and 

• It was required to supervise and direct the activities of the Debtors prudently 
and with a degree of care, including acting on an informed basis. 

40. Given Defendant’s full and exclusive control over each of the Debtors, and 

pursuant to the terms of the Partnership Agreements and Defendant’s statements and admissions 

in the prospectuses, Defendant was the Debtors’ agent, and a fiduciary to and for each Debtor.  

Nothing in the Partnership Agreements, or otherwise, limits or eliminates the Defendant’s 

contractual, statutory or common-law fiduciary duties to the Debtors. 

V. 
CLAIMS FOR RELIEF 

A. First Claim for Relief: Breach of Fiduciary Duty 

41. Plaintiffs repeat and reallege the allegations set forth above as if more fully set 

forth herein. 

42. Pursuant to both West Virginia statutory and common law, and the terms of the 

Partnership Agreements, Defendant was an agent and fiduciary to and for each Debtor.   
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43. As a fiduciary to and for each Debtor, Defendant owed to each Debtor a duty of 

care, a duty of loyalty and a duty of candor.  Defendant also owed to each Debtor the fiduciary 

duties set forth in the Partnership Agreements. 

44. Pursuant to its fiduciary duties under West Virginia law and the Partnership 

Agreements, Defendant was prohibited from engaging in negligent or reckless conduct, 

intentional misconduct or a knowing violation of law. 

45. Pursuant to its fiduciary duties under West Virginia law and the Partnership 

Agreements, Defendant had the obligation to refrain from usurping the Debtors’ opportunities, 

and had an obligation of good faith and fair dealing with respect to each Debtor. 

46. Pursuant to its fiduciary duties under West Virginia law and the Partnership 

Agreements, Defendant has the burden to show the entire fairness of any interested transaction. 

47. Pursuant to its fiduciary duties under West Virginia law and the Partnership 

Agreements, Defendant had the duty to be candid with the Debtors (and their limited partners) 

and make appropriate disclosures relating to the assets and the business including, but not limited 

to, making those disclosures required under applicable securities laws, rules and regulations. 

48. Defendant breached its fiduciary duties to each Debtor by retaining, for its own 

benefit, the Leases acquired on each Debtor’s behalf and failing to transfer title to the applicable 

Debtor. 

49. Defendant breached its fiduciary duties to each Debtor by not disclosing to the 

Debtors (or their limited partners) that Defendant was retaining the Leases and that only well 

bores were being transferred to each Debtor rather than the Leases themselves. 
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50. Defendant breached its fiduciary duties to each Debtor by causing the Debtors to 

become delinquent on their SEC reporting obligations and not making appropriate disclosures 

about the Debtors’ business and assets. 

51. Defendant thus also breached its fiduciary duty to manage each Debtor in a 

prudent and businesslike fashion. 

52. Through its retention of the Leases, Defendant failed to act in good faith and 

breached its fiduciary duties to each Debtor (and their limited partners) by engaging in interested 

party transactions, by failing to disclose such transactions, and by otherwise failing to 

demonstrate the entire fairness of such interested party transactions. 

53. As a consequence of the Defendant’s breaches of its fiduciary duties, the Debtors 

have been damaged in an amount to be determined at trial. 

B. Second Claim for Relief: Disgorgement and Constructive Trust 

54. Plaintiffs repeat and reallege the allegations set forth above as if more fully set 

forth herein. 

55. Pursuant to West Virginia law and the terms of the Partnership Agreement, and as 

Plaintiffs’ agent, Defendant had a fiduciary duty to convey each of the Leases to the Debtors. 

56. Defendant did not make the required conveyances, thus violating its agency and 

its fiduciary duties under West Virginia law and the Partnership Agreements. 

57. As a result of this failure to convey and ensuing breach of agency and fiduciary 

duty, Defendant kept for its own benefit, and to the detriment of the Debtors, the value inherent 

in each Lease, as well as the value that has been or may be received as a result of Defendant (i) 

selling, conveying or monetizing the Leases and (ii) exploiting the Leases (which includes, but is 

 
COMPLAINT –PAGE 14 
 

2117435.3 
 

  

 

Case 14-03080-hdh Doc 1 Filed 06/05/14    Entered 06/05/14 14:33:06    Page 16 of 70



not limited to, drilling additional wells, infill drilling and horizontal drilling, and the proceeds of 

the hydrocarbons extracted as a result of such drilling activities). 

58. Defendant thus has been, and will continue to be, unjustly enriched. 

59. Defendant should, therefore, be required to disgorge and pay to the Debtors any 

and all sums received or to be received by Defendant as a result of Defendant’s failure to convey 

the Leases. 

60. In the alternative, Defendant should be required to convey the Leases to the 

Debtors. 

61. In the alternative, the Court should impose a constructive trust on the Leases and 

the proceeds therefrom and thereof, whether due to Defendant’s conveyance of the Leases to a 

third party, or due to Defendant exploiting the Leases and the resulting proceeds from sales of 

hydrocarbons. 

C. Third Claim for Relief: Breach of Contract/Third Party Beneficiary 

62. Plaintiffs repeat and reallege the allegations set forth above as if more fully set 

forth herein. 

63. Each Debtor’s Partnership Agreement constitutes a contract, which is valid and 

enforceable. 

64. Each Debtor is, by implication, a party to each Partnership Agreement because 

Defendant specifically made promises to, and undertook obligations with respect to, each 

Debtor.  Indeed, the Partnership Agreements specifically provide that PDC was to act as the 

Debtors’ agent.  No Plaintiff is itself in breach of any Partnership Agreement. 

65. In the alternative, pursuant to West Virginia Code § 55-8-12, each Debtor is a 

third party beneficiary of its respective Partnership Agreement, because the promises made and 
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obligations undertaken by Defendant in the Partnership Agreements were made for the benefit of 

each Debtor.  As a consequence, the Debtors may maintain, in their own name, any action which 

the Debtors might have maintained had the Partnership Agreements been made with the Debtors 

only. 

66. As a result of Defendant’s actions and failures to act, all as set forth more fully 

above in this Complaint, Defendant breached its agency, fiduciary duties and other obligations 

owing to the Debtors which, by implication, constitutes a breach of the Partnership Agreements 

and, hence, a breach of contract. 

67. As a consequence of Defendant’s breach of contract, the Debtors were damaged 

in an amount to be determined at trial. 

D. Fourth Claim for Relief: Objection to Claim and Offset 

68. Plaintiffs repeat and reallege the allegations set forth above as if more fully set 

forth herein. 

69. On their respective Schedule Ds, the Debtors scheduled Defendant as holding 

secured claims aggregating approximately $452,000, representing prepetition amounts owing to 

Defendant as the operator of the Debtors’ wells. 

70. Because the Debtors did not schedule Defendants’ claims as being contingent, 

unliquidated or disputed, pursuant to Bankruptcy Rule 3003(c)(2), Defendant was not required to 

file a proof of claim.  Thus, unless an objection to Defendant’s claims are made, Defendant’s 

claims will be allowed and Defendant will receive a distribution under the Debtors’ chapter 11 

plan once confirmed. 
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71. The Debtors’ chapter 11 plan will provide for the payment in full of all allowed 

administrative, secured and unsecured claims, which would include the prepetition and 

administrative claims held by Defendant. 

72. To the extent a judgment is entered by the Court granting some of all of the relief 

requested herein, the amounts payable to Defendant on account of its prepetition and 

administrative claims could be reduced or eliminated.   

73. The Debtors thus hereby object to Defendant’s claims.  Unless and until it is 

determined that Defendant has no liability to the Debtors, no distributions should be made to the 

Defendant under the Debtors’ chapter 11 plan on account of any amounts owing to Defendant. 

VI. 
PRAYER 

WHEREFORE the Debtors respectfully request that the Court enter judgment for the 

Debtors (i) in an amount to be determined at trial as a result of Defendant’s various breaches of 

contract and breaches of fiduciary duty; (ii) requiring Defendant to disgorge all sums received or 

to be received in the future on account of a disposition of the Leases or the exploitation of the 

Leases; (iii) requiring Defendant to transfer the Leases to the Debtors; (iv) imposing a 

constructive trust on the proceeds received by Defendant from the disposition of the Leases and 

the proceeds to be acquired by Defendant in the future from exploiting the Leases; (v) 

disallowing Defendant’s claims against the Debtors pending the outcome of this action; and (vi) 

granting such other and further relief as may be just and proper. 
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Respectfully submitted this 5th day of June, 2014. 

GRAY REED & McGRAW, P.C. 
 

By:   /s/ Jason S. Brookner  
Jason S. Brookner 
Texas Bar No. 24033684 
William B. Chaney 
Texas Bar No. 04108500 

1601 Elm Street, Suite 4600 
Dallas, Texas 75201 
Telephone:  (214) 954-4135 
Facsimile:   (214) 953-1332 
Email: jbrookner@grayreed.com 

wchaney@grayreed.com 
 
COUNSEL TO THE DEBTORS 
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