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SUMMARY

The Wyoming Supreme Court answered certified questions concerning the Wyoming Royalty Payment
Act. It held that gathering means collecting gas and moving it to a point where it can be processed or
transported to the user, making associated costs nondeductible from royalty payments. The court also
held that remedies for statutory violations accrue when a royalty owner knows or has reason to know
of the violations.
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QUESTIONS PRESENTED

1. What does the term "gathering" mean as used in Wyo. Stat. Ann. § 30-5-304(a)(vi) in defining costs of
production?

2. When do claims for the statutory penalty for failure to provide complete royalty reporting and for
improper deduction of costs of production accrue: when the statutory violations occur or when the
royalty owner knows or has reason to know of the violations?

HOLDINGS

1. “Gathering” means collecting gas and moving it to a point where it can be processed or transported to
the user. All costs associated with that activity are costs of production under Wyo. Stat. Ann. § 30-5-
304(a)(vi) and are nondeductible from royalty payments.

2. Claims for the remedies provided by the Wyoming Royalty Payment Act accrue when the royalty owner
knows or has reason to know of the statutory violation.

KEY QUOTATIONS

“We hold that "gathering" means to collect gas and move it to a point where it can be processed or
transported to the user. All costs associated with that activity are "costs of production" under § 30-5-304(a)
(vi) and nondeductible from royalties.” (¶ 3)

“In answer to the second question, we hold that the remedies provided accrue when a royalty owner knows or
has reason to know of statutory violations.” (¶ 3)

“We hold that "gathering" means to collect gas and move it to a point where it can be processed or
transported to the user.” (¶ 12)

FACTUAL BACKGROUND

The appellees owned overriding royalty interests in thirteen federal oil and gas leases covering approximately
ninety-six wells in Wyoming. Cabot, as successor to the original lessees, paid the royalties and deducted pro rata
transportation charges incurred by unaffiliated third-party transporters that moved gas from the wells to
downstream delivery points and interstate transmission interconnections. The royalty owners contended that the
transportation activity constituted nondeductible gathering or other costs of production under the Wyoming
Royalty Payment Act.

PROCEDURAL HISTORY

Royalty owners disputed Cabot's deductions from overriding royalty payments for transportation of natural gas
produced from federal oil and gas leases. The federal district court certified questions concerning the meaning of



gathering costs and accrual of statutory remedies under the Wyoming Royalty Payment Act. The Wyoming
Supreme Court accepted the certification and answered both questions.

DISPOSITION

other

REMAND INSTRUCTIONS

The court answered the two certified questions; the opinion does not specify additional remand instructions.
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