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Plaintiff-landowner John Julia brought suit against Elexco Land Services alleging that the 

lease agreement he entered into with Elexco was invalid on three grounds: (1) the lease was 

signed by Richard Julia, who did not have John Julia’s legal power of attorney, (2) the lease 

violated the Pennsylvania Guaranteed Minimum Royalty Act, 58 PA. STAT. § 33, and (3) Elexco 

fraudulently induced the plaintiff into entering the agreement.  Julia claimed that the lease, which 

included a $50.00/acre bonus, was agreed to after the defendant company instructed Julia that he 

would never get a more sizeable offer and that he should take the deal lest the gas underneath his 

land be taken under the rule of capture.  Julia filed suit in the Court of Common Pleas for 

Susquehanna County, PA, and it was removed on motion by the defense to the United States 

District Court for the Middle District of Pennsylvania.  On April 7, 2009, Elexco filed a motion 

to dismiss all three counts.  The issue before the court was whether or not to grant the defense’s 

motion to dismiss. 

The Court granted the defense’s motion to dismiss Julia’s claim under the Guaranteed 

Minimum Royalty Act (GMRA) and Julia’s claim for fraudulent inducement.  According to the 

Court, the Pennsylvania Supreme Court established in Kilmer v. Elexco Land Servs., Inc., 990 

A.2d 1147 (2010), that the GMRA allows post-production costs to be factored into royalty 

payments to landowners in gas leases.  Julia’s claim had been filed prior to Kilmer and depended 

on the landowner receiving a favorable ruling. 
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Julia’s claim for fraudulent inducement was struck down for failing to plead all of the 

necessary elements.  In Pennsylvania, fraud requires (1) a false representation by the defendant 

(2) made with the necessary scienter, which (3) is material and (4) justifiably relied upon by the 

plaintiff (5) with the proximate result of damage to the plaintiff.  Piper v. Am. Nat’l Life Ins. Co., 

228 F. Supp. 2d 553, 558 (M.D. Pa. 2002).  The Court ruled that Julia failed to plead scienter. 

The Court did not grant the defendant’s motion for dismissal regarding Julia’s claim on 

the issue of invalid power of attorney.  When considering a motion to dismiss, the court may 

only consider “the allegation in the complaint, exhibits attached to the complaint, and matters of 

public record.” See Pension Benefit Guar. Corp. v. White Consol. Indus., Inc., 998 F.2d 1192, 

1196 (3d Cir. 1993).  John Julia’s claim that Richard Julia did not have his power of attorney was 

enough to withstand a motion for dismissal. 

The Court granted Elexco’s motion to dismiss Julia’s claims alleging a violation of the 

Guaranteed Minimum Royalty Act and fraud, but denied the motion to dismiss Julia’s claim for 

invalid power of attorney. 
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