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e are pleased to present the 2017 2nd Quarter Report of
the San Juan Basin Royalty Trust (the “Trust”). The principal
asset of the Trust is a 75% net overriding royalty interest (the
“Royalty”) carved out of certain oil and gas leasehold and royalty interests
in properties located in the San Juan Basin of New Mexico (the “Subject
Interests”) previously owned by Burlington Resources Oil & Gas Company LP
(“Burlington”), which is a wholly-owned subsidiary of ConocoPhillips.
In a July 31, 2017 news release, ConocoPhillips announced that the sale of
its San Juan Basin assets to Hilcorp San Juan LP (“Hilcorp”), which includes
the Subject Interests, closed on July 31, 2017. ConocoPhillips informed
the Trust that the last production month that ConocoPhillips is responsible
for is July 2017. Commencing in October 2017, the Trust will receive
distribution reports from Hilcorp (relating to August 2017 production).
The Trust has been coordinating with Hilcorp to transition the processes
previously performed by Burlington, and looks forward to working with
Hilcorp and its affiliates as the new operator of the properties.
Royalty income of the Trust, which consists of monthly net proceeds
attributable to the Royalty, was $6,450,981 for the three months ended
June 30, 2017, compared to $1,541,698 during the same period in 2016.
The increase in royalty income is primarily attributable to higher natural
gas prices.
General and administrative expenses decreased $0.4 million or 47% for the
three months ended June 30, 2017 compared to the three months ended
June 30, 2016. The decrease was primarily attributable to decreased audit
costs and legal costs incurred related to the 2014 Litigation (described
further below).
Interest income was higher for the three months ended June 30, 2017
compared to the three months ended June 30, 2016, primarily due to
increased funds available for investment.
Distributable income increased by approximately $5.6 million or 1,287% to
$6 million ($0.128333 per Unit) for the three months ended June 30, 2017
from $0.4 million ($0.009251 per Unit) for the three months ended June 30,
2016. The increase in distributable income was primarily attributable to an
increase in Royalty income over the same period and decreased general
and administrative expenses directly related to audit and legal costs
incurred in the 2014 Litigation.

Based on 46,608,796 Units outstanding, the per-Unit distributions during
the second quarter of 2017 were as follows:
April
May
June

$

0.051561
0.037837
0.038935

Quarter Total

$

0.128333

Total cash reserves for litigation expenses were $1.0 million as of June 30,
2017. The Trustee did not increase the cash reserves during the second
quarter of 2017 and does not anticipate any increases in 2017.
ConocoPhillips did not previously allocate any capital expenditures for
2017 to its drilling program in the San Juan Basin. Following the sale to
Hilcorp, the budget for capital expenditures for the Subject Interests for the
remainder of 2017 is subject to change, which could include increases to
capital expenditures that may adversely affect distributable income.
Royalty income for the quarter ended June 30, 2017 is associated with
actual oil and natural gas production during February 2017 through April
2017 from the Subject Interests. The Trust recognizes production during
the month in which the related net proceeds attributable to the Royalty
are paid to the Trust. Production of oil and natural gas and related average
sales prices attributable to each of the Subject Interests and the Royalty for
the three months ended June 30, 2017 and 2016, were as follows:
For the Three Months Ended June 30,
2017
2016
Natural
Oil and
Natural
Oil and
Gas Condensate Gas Condensate
(Mcf)
(Bbls)
(Mcf)
(Bbls)
Production
Subject Interests
Royalty
Average Price (per Mcf/Bbl)

6,238,641
2,598,338
$2.63

16,531 6,914,622 18,654
6,986 1,327,550 3,658
$38.56
$1.43 $23.33

Sales volumes attributable to the Royalty are determined by dividing the
net proﬁts by the Trust from the sale of oil and natural gas, respectively, by
the prices received for sales of such volumes from the Subject Interests,
taking into consideration production taxes attributable to the Subject
Interests. Because the oil and natural gas sales attributable to the Royalty
are based upon an allocation formula dependent on such factors as price

and cost, including capital expenditures, the aggregate sales amounts
from the Subject Interests may not provide a meaningful comparison to
sales attributable to the Royalty.

Income and expense (per Unit) and depletion factors for the three months
ended June 30, 2017 are as follows:

On July 31, 2014, the Trustee ﬁled a lawsuit (the “2014 Litigation”) against
Burlington in New Mexico State Court. The Trust asserts claims for breach
of contract and breach of the implied covenant of good faith and fair
dealing, and seeks a declaratory judgment arising out of a number of
unresolved revenue and expense audit exceptions asserted by the Trust’s
third party compliance auditors. Although the case is currently set for
non-jury trial on January 16, 2018, the parties have preliminarily agreed
on settlement terms and are negotiating a formal settlement agreement
to be executed by the parties. If a formal settlement agreement is agreed
upon and executed, then the 2014 Litigation will be dismissed. For more
information about the 2014 Litigation, see Part I, Item 3. Legal Proceedings
of our Annual Report on Form 10-K for the year ended December 31, 2016.

Gross income
$0.062970
Interest income
$0.000011
Severance tax
($0.006424)
Administration expense
($ 0.004996)
Distributable Income
$0.051561
Percentage depletion factor 0.009446
Cost depletion factor
0.0 1 1 0 74

Included in this report are the Condensed Statements of Assets, Liabilities
and Trust Corpus as of June 30, 2017, (Unaudited), and December 31, 2016,
and the Condensed Statements of Distributable Income and of Changes in
Trust Corpus for the three and six months ended June 30, 2017 and 2016
(Unaudited).

April

May

June

$ 0.044985 $ 0.046289
$ 0.000012 $ 0.000009
($ 0.004675) ($ 0.004738)
($ 0.002485) ($ 0.002625)
$ 0. 037837 $ 0.038935
0.006748
0.006943
0.0 114 60
0.010465

Compass Bank, Trustee

BY: JOSHUA R. PETERSON
Vice President and Senior Trust Officer

Unit holders of record will continue to receive an annual individualized tax
information letter. All Unit holders may obtain monthly tax information from
the Trust’s website at www.sjbrt.com, or from the Trustee upon request.
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CONDENSED STATEMENTS OF ASSETS, LIABILITIES AND TRUST CORPUS
June 30,
2017

December 31,
2016

(Unaudited)
Assets
Cash and Short-Term Investments
Net Overriding Royalty Interest in Producing Oil and Natural Gas Properties
(net of accumulated amortization of $126,069,120 and $125,491,149 at
June 30, 2017 and December 31, 2016, respectively)
Liabilities And Trust Corpus
Distribution Payable to Unit Holders
Cash Reserves

$ 2,814,722

$ 3,932,658

7,206,408
$ 10,021,130

7,784,379
$ 11,717,037

$ 1,814,722
1,000,000

$ 2,932,658
1,000,000

7,206,408

7,784,379

$ 10,021,130

$ 11,717,037

Trust Corpus – 46,608,796 Units of Beneﬁcial Interest Authorized and Outstanding

CONDENSED STATEMENTS OF DISTRIBUTABLE INCOME (UNAUDITED)
Three Months Ended June 30,
2017

Six Months Ended June 30,

2016

2017

2016

Royalty Income
Interest Income
Total Income
Expenditures – General and Administrative Expenses
Increase in Cash Reserves

$ 6,450,981
1,476
6,452,457
(471,025)
0

$ 1,541,698
596
1,542,294
(886,134)
(225,000)

$

15,059,201 $ 4,575,210
2,859
1,254
15,062,060
4,576,464
(933,619)
(1,908,570)
0
(450,000)

Distributable Income

$ 5,981,432

$

431,160

$

14,128,441

$

2,217,894

Distributable Income per Unit (46,608,796 Units)

$

$

0.009251

$

0.303129

$

0.047586

0.128333

CONDENSED STATEMENTS OF CHANGES IN TRUST CORPUS (UNAUDITED)
Three Months Ended June 30,
2017

Six Months Ended June 30,

2016

2017

2016

Trust Corpus, Beginning of Period
Amortization of Net Overriding Royalty Interest
Distributable Income
Distributions Declared

$ 7,463,286
(256,878)
5,981,432
(5,981,432)

$ 8,573,863
(153,257)
431,160
(431,160)

$
7,784,379
$
(577,971)
$ 14,128,441
$ (14,128,441)

$ 8,724,387
$
(303,781)
$ 2,217,894
$ (2,217,894)

Trust Corpus, End of Period

$ 7,206,408

$ 8,420,606

$

$

7,206,408

8,420,606

These Condensed Financial Statements should be read in conjunction with the Condensed Financial Statements and notes thereto included in the Trust’s
Form 10-Q ﬁling for the quarterly period ending June 30, 2017.
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Except for historical information contained in this report, the statements in this report are forward-looking statements that are made
pursuant to the Safe Harbor Provisions of the Private Securities Litigation Reform Act of 1995. Forward-looking statements and the
ﬁnancial prospects of San Juan Basin Royalty Trust are subject to a number of risks and uncertainties that may cause actual results in
future periods to differ materially from the forward-looking statements. These risks and uncertainties include, among other things,
volatility of oil and gas prices, governmental regulation or action, litigation and uncertainties about estimates of reserves. These and
other risks are described in the Trust’s reports and other ﬁlings with the Securities and Exchange Commission.
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