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e are pleased to present the 2017 3rd 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”), a wholly-owned subsidiary of ConocoPhillips.
On July 31, 2017, Hilcorp San Juan L.P. (“Hilcorp”) acquired ConocoPhillips’
assets in the San Juan Basin, including the Subject Interests. The
Hilcorp purchase is effective as of January 1, 2017. July 2017 was the
last production month for which Burlington was responsible and formed
the basis of the September 2017 declaration of cash distribution. The
accounting reports used to prepare the ﬁnancial information for the three and
nine month periods ended September 30, 2017 were provided by Burlington.
Royalty income of the Trust, which consists of monthly net proceeds
attributable to the Royalty, was $15,120,298 for the three months ended
September 30, 2017, compared to $4,380,871 during the same period in
2016. The increase in royalty income is due to higher natural gas prices
and to the $7.5 million settlement amount received from Burlington with
respect to the 2014 Litigation (described further below).
General and administrative expenses decreased $0.2 million or 43%
for the three months ended September 30, 2017 compared to the
three months ended September 30, 2016. The decrease was primarily
attributable to decreased audit costs and legal costs incurred related to
the 2014 Litigation.
Interest income was lower for the three months ended September 30, 2017
as compared to the three months ended September 30, 2016 primarily
due to the additional $161,794 in interest received from Burlington in 2016
for the late payment of gross proceeds as a result of the negotiation of
compliance audit issues.
Distributable Income increased by approximately $10.8 million or 268% to
$14.8 million ($0.318308 per Unit) for the three months ended September
30, 2017 from $4.0 million ($0.086471 per Unit) for the three months
ended September 30, 2016. The increase in distributable income was
primarily attributable to higher natural gas prices, decreased general
and administrative expenses related to audit and legal costs incurred in
the 2014 Litigation, the $7.5 million received for settlement of the 2014
Litigation, and the receipt of a $1.0 million gross credit for the reversal of
accrued capital expenses.
Based on 46,608,796 Units outstanding, the per-Unit distributions during
the third quarter of 2017 were as follows:
July
August
September

$

0.060797
0.040832
0.216679

Quarter Total

$

0.318308

Total cash reserves were $1.0 million as of September 30, 2017. The Trustee
did not increase the cash reserves during the third quarter of 2017 and does
not anticipate any increases in 2017.
Burlington’s announced 2017 capital plan for the Subject Interests
anticipated capital expenditures of $1.7 million, of which $0.64 million was
to be allocated to 10 maintenance and facilities projects, $0.42 million
allocated to three well recompletions, and $0.64 million allocated to 10
facilities projects attributable to the budgets for prior years. Primarily
due to depressed pricing for natural gas, Burlington did not allocate any
capital expenditures for 2017 to its drilling program in the San Juan Basin.
Existing wells will continue to be operated. Actual capital expenditures by
Burlington for the ﬁrst nine months of 2017 totaled $397,934. Burlington
also credited the Trust with $1.0 million for a reversal of accrued capital
expenses. Following the sale to Hilcorp, the budget for capital expenditures
for the Subject Interests for the remainder of 2017 is subject to change.
Royalty Income for the quarter ended September 30, 2017 is associated
with actual oil and natural gas production during May 2017 through July
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 September 30, 2017 and 2016, were as follows:
For the Three Months Ended September 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)

6,470,208 16,894
2,911,089 7,374
$2.54 $34.71

6,815,105 21,563
2,397,847 7,422
$1.89 $33.94

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, cost,
and capital expenditures, the aggregate sales amounts from the Subject
Interests may not provide a meaningful comparison to sales attributable to
the Royalty.
On September 13, 2017, the Trust and Burlington entered into a settlement
(“Settlement Agreement”) of previously reported litigation styled Compass
Bank, in its Capacity as Trustee of the San Juan Basin Royalty Trust
v. Burlington Resources Oil & Gas Company LP and BROG GP LLC, No.
D-101-CV-2014-01765 (the “2014 Litigation”). The lawsuit was ﬁled in the
1st Judicial District Court, Santa Fe County, New Mexico. The Settlement
Agreement provides that Burlington pay the Trust $7.5 million to resolve

the 2014 Litigation and all disputed and/or unresolved audit exceptions
asserted by the Trust for the audit years January 1, 2007 through December
31, 2016. The Trust received the $7.5 million in September 2017 and the
proceeds were paid to unit holders on October 16, 2017. The 2014 Litigation
was dismissed with prejudice on September 14, 2017.

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

The Settlement Agreement also includes a mutual release of each party
and its affiliates for any claims or damages arising out of or related to any
acts, events or omissions occurring prior to January 1, 2017, including with
respect to any claims asserted by the Office of Natural Resource Revenue
(the “ONRR”) against Burlington and/or ConocoPhillips to pay additional
royalties for production for periods prior to January 1, 2017. Pursuant to the
Settlement Agreement, the Trust will be indemniﬁed for any liability relating
to the ONRR claims for periods prior to January 1, 2017 and Burlington has
fully released the Trust from any such claims. 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.

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.

In October 2017, the Trust received the distribution report relating to August
2017 production from Hilcorp. Hilcorp informed the Trust that Hilcorp does
not have all of the revenue and expense decks for August 2017 installed
and therefore did not have the appropriate detail to provide actual revenue
and expense numbers for the October 2017 distribution. Therefore, Hilcorp
estimated the October 2017 distribution based on the prior months’
distribution detail provided by Burlington and rounded to the nearest
thousand. The October 2017 declaration of cash distribution also included
an additional $1.0 million in estimated gross revenue based on Hilcorp’s
knowledge that production volumes increased during the month of August
2017. Hilcorp has informed the Trust that Hilcorp may also need to use
estimated revenue and expense numbers in order to calculate distributions
for subsequent months. Once Hilcorp has all of the revenue and expense
decks installed, Hilcorp will reconcile the actual revenue and expense
numbers versus the estimated numbers and true-up any distributions,
as needed. Such estimations and reconciliations by Hilcorp may result in
adjustments to future distributions to unit holders.

Income and expense (per Unit) and depletion factors for the three months
ended September 30, 2017 are as follows:
July
Gross income
$
Interest income
$
Severance tax
($
Administration expense
($
Distributable income
$
Percentage depletion factor
Cost depletion factor

August

September

0.069766 $ 0.047738 $ 0.225980
0.000008 $ 0.000011 $ 0.000033
0.007241) ($ 0.005022) ($ 0.006812)
0.001736) ($ 0.001895) ($ 0.002522)
0.060797 $ 0.040832 $ 0.216679
0.010465
0.007161
0.033897
0.011744
0.010623
0.014604

Compass Bank, Trustee

BY: JOSHUA R. PETERSON
Vice President and Senior Trust Officer
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CONDENSED STATEMENTS OF ASSETS, LIABILITIES AND TRUST CORPUS
September 30,
2017

December 31,
2016

(Unaudited)
Assets
Cash and Short-Term Investments
Net Overriding Royalty Interest in Producing Oil and Gas Properties
(net of accumulated amortization of $126,356,917 and $125,491,149 at
September 30, 2017 and December 31, 2016, respectively)

$

Liabilities And Trust Corpus
Distribution Payable to Unit Holders
Cash Reserves

11,099,163

$

3,932,658

6,918,611

7,784,379

$

18,017,774

$ 11,717,037

$

10,099,163
1,000,000

$

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

2,932,658
1,000,000

6,918,611

7,784,379

18,017,774

$ 11,717,037

CONDENSED STATEMENTS OF DISTRIBUTABLE INCOME (UNAUDITED)
Three Months Ended September 30,
2017
2016
Royalty Income
Interest Income

$

Total Income
General and Administrative Expenses
Increase in Cash Reserves

15,120,298(2)
2,446

$

15,122,744
(286,756)
0

4,380,871
162,569(1)

Nine Months Ended September 30,
2017
2016
$

4,543,440
(499,461)
(13,687)

30,179,499(2)
5,305

$

30,184,804
(1,220,375)
0

8,956,081
163,823(1)
9,119,904
(2,408,031)
(463,687)

Distributable Income

$

14,835,988

$

4,030,292

$

28,964,429

$

6,248,186

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

$

0.318308

$

0.086471

$

0.621437

$

0.134057

(1)
(2)

Includes $161,794 in interest on the late payment of gross proceeds as a result of the negotiation of compliance audit issues with Burlington.
Includes $7.5 million received for settlement of the 2014 Litigation and a $1.0 million gross credit for the reversal of accrued capital expenses.

CONDENSED STATEMENTS OF CHANGES IN TRUST CORPUS (UNAUDITED)
Three Months Ended September 30,
2017
2016

Nine Months Ended September 30,
2017
2016

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

$

7,206,408
(287,797)
14,835,988
(14,835,988)

$

8,420,606
(276,816)
4,030,292
(4,030,292)

$
$
$

7,784,379
(865,768)
28,964,429
(28,964,429)

$
$
$

8,724,387
(580,597)
6,248,186
(6,248,186)

Trust Corpus, End of Period

$

6,918,611

$

8,143,790

$

6,918,611

$

8,143,790

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 September 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.

SAN JUAN BASIN ROYALTY TRUST
Compass Bank, Trustee
300 West Seventh Street, Suite B
Fort Worth, Texas 76102
Toll-free: 866.809.4553
Outside U.S. telephone: 904.230.3401
www.sjbrt.com
sjt.us@bbva.com
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