
IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MISSOURI

EASTERN DIVISION

In re:

PATRIOT COAL CORPORATION, et al.,

Debtors.

Chapter 11
Case No. 12-51502-659
(Jointly Administered)

Hearing Date: February 25, 2014
Hearing Time: 10:00 a.m. Central
Location: Courtroom 7-N, St. Louis

REORGANIZED DEBTORS’ OBJECTION TO CLAIM
OF WESTERN LEASING, INC.

Patriot Coal Corporation and its affiliates (the “Debtors” or the “Reorganized Debtors”),

pursuant to 11 U.S.C. § 502 and Fed. R. Bankr. P. 3007, respectfully file this Objection to Claim

of Western Leasing, Inc. (the “Objection”). In support of the Objection, the Debtors show the

Court as follows:

Relief Requested

1. By this Objection, the Reorganized Debtors object to a claim, numbered 646-1 on

the Court’s register (GCG Claim No. 1574) (the “Claim”), because Reorganized Debtor Central

States Coal Reserves of Kentucky, LLC (“Central States”) is not liable to claimant Western

Leasing, Inc. (“Western Leasing”) on account of the facts and allegations underlying the Claim

or applicable law. The Reorganized Debtors request entry of an order, pursuant to Section 502

of the Bankruptcy Code and Fed. R. Bankr. P. 3007, disallowing the Claim.

2. Any response to this Objection should include, among other things, (i) an

appropriate caption, including the title and date of this Objection; (ii) the name of the claimant,

both the EDMO and GCG claim numbers of the Claim that the Reorganized Debtors are seeking
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to disallow, and a description of the basis for the amount claimed; (iii) a concise statement

setting forth the reasons why the Court should not sustain this Objection, including, but not

limited to, the specific factual and legal bases upon which the claimant relies in opposing this

Objection; (iv) copies of any documentation and other evidence which the claimant will rely

upon in opposing this Objection at a hearing; and (v) the name, address, telephone number and

facsimile number of a person authorized to reconcile, settle or otherwise resolve the claim on the

claimant’s behalf. A claimant that cannot timely provide such documentation and other evidence

should provide a detailed explanation as to why it is not possible to timely provide such

documentation and other evidence.

Jurisdiction

3. This Court has jurisdiction over this Objection under 28 U.S.C. § 1334. Venue of

this proceeding is proper pursuant to 28 U.S.C. § 1409. This is a core proceeding within the

meaning of 28 U.S.C. § 157(b)(2).

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

Background

5. Ninety-nine of the Debtors filed voluntary petitions for relief under Chapter 11 of

the Bankruptcy Code on July 9, 2012 (the “Petition Date”) in the United States Bankruptcy Court

for the Southern District of New York.

6. On December 19, 2012, these Debtors’ cases were transferred to the United States

Bankruptcy Court for the Eastern District of Missouri [Dkt. No. 1789].
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7. The bar date for filing proofs of claim against these Debtors was December 14,

2012 [Dkt. No. 1388].

8. On March 1, 2013, the Court entered its Order Establishing Procedures for Claims

Objections [Dkt. No. 3021].

9. Debtors Brody Mining, LLC and Patriot Ventures LLC filed voluntary petitions

for relief under Chapter 11 of the Bankruptcy Code on September 23, 2013 in this Court. The

bar date for filing proofs of claim against these Debtors was October 24, 2013.

10. On December 17, 2013, the Court confirmed the Debtors’ Fourth Amended Plan

of Reorganization (the “Plan”) [Dkt. No. 5169]. The Effective Date occurred on December 18,

2013.

Objection and Argument

11. The Claim arises from two agreements entered into between Central States and

Western Land Company, LLC (“Western Land”). In particular, Western Leasing alleges that

certain interests in oil and gas should have been conveyed by Central States to Western Land in

connection with the sale of related real estate.1 Because the nature of Western Leasing’s

allegations under each of the agreements is distinct, they are discussed separately below.

1 Western Land conveyed certain real estate related to the Claim to Western Leasing by a
Quitclaim Deed dated January 25, 2010. The Debtors reserve all of their rights as to the
following issues: (a) whether the Quitclaim Deed also assigned the causes of action constituting
the Claim to Western Leasing, such that Western Leasing has standing to assert the Claim; and
(b) if so, whether the assignment of those causes of action was champertous or otherwise
unenforceable under Kentucky law.
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Contract I

12. Central States, Western Land, and Beaver Dam Coal Company (a non-debtor) are

parties to a certain Contract to Sell Real Property Interests I dated as of November 20, 2006

(“Contract I”). A copy of Contract I is attached to Western Leasing’s proof of claim.

13. Under Contract I, Central States and Beaver Dam agreed to sell to Western Land

all of their right, title, and interest in certain real estate in Ohio County and Muhlenberg County,

Kentucky. With respect to the Ohio County property, the sale was to include “all oil and gas

interests, if any, underlying the above referenced surface and coal tracts.” Contract I at 1

(emphasis added). With respect to the Muhlenberg County land, the sale was to include “all coal

and gas interest, if any, underlying the surface and Kentucky #9 seam coal tracts referenced

above.” Id. (emphasis added).

14. Contract I included several other disclaimers regarding oil and gas rights. It

stated that “Sellers do specially warrant title as to all of the coal and quit claim as to the oil and

gas ….” Id. ¶ 3 (emphasis added). Contract I also stated in bold that “The Property is sold ‘AS

IS’ ….” Id.

15. Central States never owned any oil or gas interests underlying that portion of the

real estate that had been the subject of Contract I and was subsequently conveyed to Western

Land. See Declaration of Mark R. Williams, attached hereto as Exhibit A. Accordingly, any

claim by Western Leasing that it has an entitlement to oil or gas interests relating to Contract I,

or the monetary equivalent, is unsupported by the facts.
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Contract II

16. Central States, Western Land, and Beaver Dam Coal Company also are parties to

a certain Contract to Sell Real Property Interests II dated as of November 20, 2006 (as initially

executed, “Contract II”). A copy of Contract II is attached to Western Leasing’s proof of claim.

17. Under the original version of Contract II, Central States and Beaver Dam agreed

to sell to Western Land all of their right, title, and interest in a number of parcels of real estate in

Ohio County and Muhlenberg County, Kentucky. With respect to the parcel referred to as the

Gibraltar Surface Area, Contract II originally stated that the conveyance would include “all

rights to oil and gas.” Contract II at 2.

18. The same parties entered into an Amended and Restated Contract to Sell Real

Property Interest on April 17, 2007 (as amended and restated, “Restated Contract II”). A copy of

Restated Contract II is attached to Western Leasing’s proof of claim Among other modifications

from the original Contract II, Restated Contract II eliminated the reference to “all rights to oil

and gas” relating to the Gibraltar Surface Area. Restated Contract II at 3.

19. Western Leasing claims that Western Land was unaware of the deletion of the

reference to the Gibraltar oil and gas rights in Restated Contract II, which Western Leasing

characterizes as an “omission and/or fraud.” Western Leasing claims in particular that Central

States’ attorney, M. Kirby Gordon, II, inaccurately represented to Western Land’s attorney,

Mason L. Miller, on April 6, 2007, that a proposed final version of Amended Contract II

“contains all of the changes and revisions that you have approved and all of the content of all of

the documents that you have seen heretofore,” with certain exceptions that are not material to

this dispute.
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20. In fact, Gordon’s statement was accurate, because Miller was fully aware of the

deletion of the Gibraltar oil and gas rights from Restated Contract II. On March 2, 2007, Miller

sent Gordon an email message and a redlined draft of Amended Contract II. See Declaration of

M. Kirby Gordon, II, attached hereto as Exhibit B. In his message, Miller stated that “I

understand that Mark [Williams] has already talked to Sam [Francis] about the oil and gas issue

….” Samuel S. Francis, who signed Western Leasing’s proof of claim, was the principal of

Western Land at the time. Miller’s attached redline was based on an earlier version drafted by

Gordon and circulated by Williams, which had eliminated numerous references to oil and gas

rights that had been in Contract II. Miller’s draft added the phrase “including all oil and gas and

other minerals” with reference to six parcels of real estate, but not with respect to the Gibraltar

Surface Area or several other parcels.

21. Miller thus was aware that Central States was not going to convey oil and gas

interests relating to the Gibraltar Surface Area, and he did not request that Central States do so.

Gordon’s statement that the proposed final draft of Restated Contract II contained all of the

changes that Miller had previously seen and approved was accurate.

22. In both Kentucky and Missouri, the knowledge of an attorney, gained in the

course of employment by a client, is imputed to the client. See Drinkard v. George, 36 S.W.2d

56, 57 (Ky. 1930); Bayne v. Jenkins, 593 S.W.2d 519, 533 (Mo. banc 1980). Western Land was,

therefore, charged with Miller’s knowledge that Central States’ conveyance of the Gibraltar

Surface Area under Restated Contract II would not include interests in oil or gas. Accordingly,

neither Western Land nor its purported successor in interest, Western Leasing, has a viable claim

for fraud, mutual mistake, or any other theory that would permit Western Leasing to recover

from Central States.
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WHEREFORE, the Reorganized Debtors respectfully request that this Court:

(a) disallow the Claim; and

(b) grant such other and further relief as is just and proper.

Dated: January 28, 2014
St. Louis, Missouri

Respectfully submitted,

BRYAN CAVE LLP

/s/ Brian C. Walsh
Lloyd A. Palans, #22650MO
Brian C. Walsh, #58091MO
Laura Uberti Hughes, #60732MO
One Metropolitan Square
211 N. Broadway, Suite 3600
St. Louis, Missouri 63102
(314) 259-2000
Fax: (314) 259-2020

Local Counsel to the Reorganized Debtors

-and-

DAVIS POLK & WARDWELL LLP

Marshall S. Huebner
Damian S. Schaible
Brian M. Resnick
Michelle M. McGreal

450 Lexington Avenue
New York, New York 10017
(212) 450-4000
Fax: (212) 607-7983

Counsel to the Reorganized Debtors
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EXHIBIT A

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MISSOURI

EASTERN DIVISION

In re:

PATRIOT COAL CORPORATION, et al.,

Debtors.

Chapter 11
Case No. 12-51502-659
(Jointly Administered)

DECLARATION OF MARK R. WILLIAMS IN SUPPORT OF
REORGANIZED DEBTORS’ OBJECTION TO CLAIM OF WESTERN LEASING, INC.

Mark R. Williams declares, pursuant to 28 U.S.C. § 1746, to the best of his knowledge

and based upon the documents available to him, as follows:

1. I am currently the Director – Land for Patriot Coal Services LLC. My office is

located in Henderson, Kentucky.

2. Capitalized terms not defined in this Declaration have the meanings given to them

in the Reorganized Debtors’ Objection to Claim of Western Leasing, Inc., which is being filed

with the Court herewith.

3. In 2006 and 2007, I was the Director – Land for the Midwest for Peabody Energy

Corporation, which was at the time the parent company of Central States Coal Reserves of

Kentucky, LLC (“Central States”). I have personal knowledge of the current and historical real-

estate holdings of Central States in the Illinois Basin, which includes Ohio County and

Muhlenberg County, Kentucky. In the course of my employment, I was involved in the

transactions between Central States and Western Land in 2006 and 2007, including Contract I,

Contract II, and Restated Contract II.
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4. To my knowledge, Central States did not own any oil or gas interests underlying

any portion of the real estate that had been the subject of Contract I, but which was subsequently

conveyed by Western Land to Western Leasing.

5. In connection with the negotiation of Restated Contract II, I informed Samuel S.

Francis, who was the principal of Western Land, by my email of March 1, 2007 (6:55 p.m.) with

attached draft of Restated Contract II, that all oil and gas interests related to the Gibraltar Surface

Area of Muhlenberg County, Kentucky, would be deleted from Restated Contract II. I was later

advised by Western Land’s attorney, Mason L. Miller, by his email of March 2, 2007 (5:11 p.m.

EST) that oil and gas rights should be replaced in Restated Contract II from where they had been

deleted except for the Gibraltar Surface Area of Muhlenberg County.

6. I declare under penalty of perjury that the foregoing is true and correct. Executed

on January 27, 2014.

/s/ Mark R. Williams
Mark R. Williams
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EXHIBIT B

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE EASTERN DISTRICT OF MISSOURI

EASTERN DIVISION

In re:

PATRIOT COAL CORPORATION, et al.,

Debtors.

Chapter 11
Case No. 12-51502-659
(Jointly Administered)

DECLARATION OF M. KIRBY GORDON, II IN SUPPORT OF
REORGANIZED DEBTORS’ OBJECTION TO CLAIM OF WESTERN LEASING, INC.

M. Kirby Gordon, II declares, pursuant to 28 U.S.C. § 1746, to the best of his knowledge

and based upon the documents available to him, as follows:

1. I am an attorney with the firm of Gordon & Gordon P.S.C. My office is located

in Owensboro, Kentucky.

2. Capitalized terms not defined in this Declaration have the meanings given to them

in the Reorganized Debtors’ Objection to Claim of Western Leasing, Inc., which is being filed

with the Court herewith.

3. My firm has represented Central States and its predecessors in title and their

affiliates in connection with real-estate transactions in Kentucky for more than 30 years. In my

capacity as an attorney for Central States, I was involved in the transactions between Central

States and Western Land in 2006 and 2007, including Contract I, Contract II, and Restated

Contract II.

4. In connection with those transactions, I interacted frequently with Mason L.

Miller, an attorney with the firm of Miller & Wells, PLLC in Lexington, Kentucky. Mr. Miller
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held himself out as an attorney for Western Land. Written communications between Mr. Miller

and myself often were copied to Mark R. Williams, my principal client contact, and Samuel S.

Francis, whom I understood to be the principal of Western Land.

5. During the negotiation of the terms of Restated Contract II, I prepared a draft of

the contract for Mark R. Williams to review and approve and to forward to Attorney Mason

Miller which, relative to the original version of Contract II, eliminated all references to the

conveyance of oil and gas rights with respect to a number of parcels of real estate, including the

Gibraltar Surface Area.

6. On March 2, 2007, Mr. Miller sent a redline of the draft of Restated Contract II to

Mr. Williams and myself by electronic mail. A true and correct copy of Mr. Miller’s message

and the attachment thereto, together with a short response by Mr. Williams and my highlighting

and handwritten notations, is attached hereto as Attachment 1.

7. In his message, Mr. Miller stated that he understood “that Mark has already talked

to Sam about the oil and gas issue.” Mr. Miller’s redline of the draft of Restated Contract II

inserted the phrase “including all oil and gas and other minerals” in connection with six parcels

of real estate, but not with respect to the Gibraltar Surface Area in Muhlenberg County.

8. Following additional negotiations, I sent a proposed final version of Restated

Contract II to Mr. Miller by electronic mail on April 6, 2007. That final version, like the redline

circulated by Mr. Miller on March 2, 2007, did not contemplate the conveyance of oil and gas

rights relating to the Gibraltar Surface Area. My representation to Mr. Miller that “this

document contains all of the changes and revisions that you have approved and all of the content

of all of the documents that you have seen heretofore,” with the exception of several minor

changes on unrelated matters that I explained in my message, was an accurate statement.
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9. I declare under penalty of perjury that the foregoing is true and correct. Executed

on January 27, 2014.

/s/ M. Kirby Gordon, II
M. Kirby Gordon, II
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ATTACHMENT 1

Message from Mason L. Miller
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