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MESA ROYALTY TRUST
(The “Trust™)

2007

FEDERAL INCOME TAX INFORMATION

Instructions for Schedules A, B and C
Schedule A

For Certificate Holders who file income tax returns on the basis of the calendar year and the cash
method during 2007, the Trustee has prepared Schedule A as an EXAMPLE which summarizes the income and
expenses (for depletion computation see Schedule C below) required to prepare 2007 tax returns as if the Certificate
Holder had held 100 Units during all of 2007.

Schedule B

Schedule B summarizes the monthly income and expenses (for depletion computation see Schedule C
below) on a one Unit basis. Each Certificate Holder should compute his tax information by using the relevant
information for each month that he was a Certificate Holder of record. The results of all appropriate months should
be combined. Thus, a Certificate Holder with a taxable year ending January 31, 2007 would combine the results of
February through December for 2006 and January for 2007.

Schedule C

Schedule C should be used by all Certificate Holders to compute depletion. Schedule C summarizes
monthly depletion rates for each royalty interest on a one Unit basis. Calendar year Certificate Holders who
acquired their Units in the initial distribution from Mesa Petroleum Co. and continue to own those Units should use
Schedule C, Part I. Other Certificate Holders who acquired their Units subsequent to the initial distribution from
Mesa Petroleum Co. should use Schedule C, Part Il. Certificate Holders who acquired Units after October 11, 1990
may be entitled to percentage depletion on royalty income attributable to those Units and should also use Schedule
C, Part I11.

1. FEDERAL INCOME TAX INFORMATION
1. Reporting of Income and Deductions.

@ Direct Ownership Reporting. Each Certificate Holder is taxable on his pro rata share of
the income and expense of the Trust as if he were the direct owner of a pro rata share of the Trust assets. Thus, the
taxable year for reporting a Certificate Holder’s share of the Trust’s income and expense is controlled by his taxable
year and his method of accounting; the taxable year and method of accounting of the Trust are irrelevant, as is the
period in which distributions are made by the Trust.



(b) Types and Reporting of Trust Income and Deductions.

() In general, royalty income is computed monthly based on proceeds realized in
the preceding month by the Lease Owner from sales of oil and gas produced in an earlier month, and is received by
the Trustee in the same month that the amount thereof is computed. Each schedule reports the amount received
during the period covered by that schedule. Schedule B, Part | reports the royalty income and state severance taxes
on a per Unit basis for each month. Schedule A, Part | reports the royalty income and state severance taxes based on
100 Units held by an example Certificate Holder of record during each month.

(i) The Trustee invests the net proceeds received from the working interest owners
(net of administration expenses) at the end of each month. The interest income earned on the net proceeds received
from the working interest owners (net of administration expenses) at the end of a month is distributed to the
Certificate Holders of record for that month. Schedule B, Part 11 reports, on a per Unit basis, the interest earned by
the Trust on distributions received by the Trust from the working interest owners during 2007. Schedule A, Part 11
reports interest income based on 100 Units held by an example Certificate Holder of record during each month and
assumes the Certificate Holder utilizes the cash method of accounting for federal income tax purposes. Accrual
basis taxpayers should report interest income in the period it accrues regardless of when it is received. Cash basis
taxpayers should report interest income in the period it is received by the Trustee.

(iii) Administration expenses shown on each schedule represent amounts paid for
and incurred during the period. Schedule B, Part Il reports the administration expense on a per Unit basis for each
month. Schedule A, Part Il reports the administration expense based on 100 Units held by an example Certificate
Holder of record during each month.

(c) Taxable Year. All schedules are prepared on a calendar year basis. Therefore, Certificate
Holders with taxable years other than the calendar year or who are unable to use Schedule A should use Schedules B
and C. Schedules B and C are prepared by month on a per Unit basis to permit Certificate Holders to obtain their
tax information by computing the relevant information for each month during their taxable year and then combining
the results of each month.

(d) Unit Multiplication. Because Schedules B and C show only results per Unit, it will be
necessary to multiply the results shown by the number of Units owned by the Certificate Holder during the
applicable period to obtain the amount to be reported on his tax return. Income and deductions other than depletion
may be taken directly from the appropriate schedules. Depletion per Unit must be computed as provided in
paragraph 2 below.

(e) Individual Taxpayer. For Certificate Holders who held Units as an investment during
2007 and who file Form 1040, it is suggested that the items of income and deduction for 2007 be reported in the
following manner:

Ite Form 1040
Royalty Income* Line 4, Part I, Schedule E
Depletion Line 20, Part I, Schedule E
Severance Taxes Line 16, Part I, Schedule E
Interest Income Line 1, Part I, Schedule B
Administration Expense Line 23, Schedule A
* The San Juan royalty is divided into two parts for state tax purposes. For federal income

tax purposes, it may be shown as a single royalty.

The Tax Reform Act of 1986 made changes as to the classification of certain income and expense
items. Royalty income, net of depletion and severance taxes, is considered portfolio income. Interest income is also
portfolio income. Administration expense is “investment expense.” See Exhibits | through 111 for examples of how
to report the items listed above.



()] Sale of Units. The sale, exchange or other disposition of a Unit is a taxable transaction
for federal income tax purposes and may be a taxable transaction for state income tax purposes. Gain or loss is
computed under the usual tax principles as the difference between the selling price and the adjusted basis of a Unit.
The adjusted basis of a Unit is the original cost or other basis of the Unit reduced by any depletion allowed or
allowable and adjusted for any decrease (increase) in the Non-Tax Account during the time the Units were owned.
Effective for property placed in service after December 31, 1986, the amount of gain, if any, realized upon the
disposition of oil and gas property is treated as ordinary income to the extent of the intangible drilling and
development costs incurred with respect to the property and depletion claimed with respect to that property to the
extent it reduced the taxpayer’s basis in the property. Under this provision, depletion attributable to a Unit acquired
after 1986 will be subject to recapture as ordinary income upon disposition of the Unit or upon disposition of the oil
and gas property to which the depletion is attributable. The balance of any gain or any loss will be capital gain or
loss if those Units were held by the Certificate Holder as a capital asset, either long-term or short-term depending on
the holding period of the Units. That capital gain or loss will be long-term if a Certificate Holder’s holding period
for those Units exceeded one year as of the date of sale or exchange. A long-term capital gains rate of 15% applies
to most capital assets sold with a holding period of more than one year. Capital gain or loss will be short-term if the
Unit has not been held for more than one year at the time of the disposition. Capital gain or loss should be reported
on Schedule D, Form 1040 for an individual.

2. Computation of Depletion. Subject to the date restrictions for percentage depletion discussed
herein, each Certificate Holder should determine his depletion allowance by taking the greater of cost or percentage
depletion allowable. Percentage depletion with respect to the fixed contract gas from the Hugoton royalty is no
longer available due to the expiration (at the end of 1989) of the underlying gas contract. However, as a result of the
Revenue Reconciliation Act of 1990 (the “1990 Act”), Certificate Holders may be eligible for percentage depletion
with respect to royalty income attributable to Units acquired after October 11, 1990. Consequently, if Units were
acquired on or before October 11, 1990, Certificate Holders need only determine cost depletion.

@ Cost Depletion. Certificate Holders who acquired their Units in the initial distribution
from Mesa Petroleum Co. and continue to own those Units need not compute cost depletion since that amount has
been computed and is shown on Schedule C, Part | (on a per Unit basis). All other Certificate Holders should
multiply their adjusted basis in each royalty by the percentage indicated on Schedule C, Part Il. This percentage was
obtained by dividing gross royalty income realized during the period by total estimated gross income from the
royalty. A Certificate Holder’s basis in each royalty is determined by apportioning his basis in the Units among the
royalties based on the relative fair market value of each on the date the Units were acquired by him. Schedule C,
Part 1l (“Basis Allocation Percentage”) sets forth the Trustee’s opinion of the relative fair market values of the
royalties on December 31, 2007. The Trustee intends to redetermine the relative values of the royalties annually.

(b) Percentage Depletion. Generally, prior to the 1990 Act, the transferee of an oil and gas
property could not claim percentage depletion with respect to production from that property if it was proven at the
time of transfer. As a result of the 1990 Act, this rule will not be applicable in the case of transfers of properties
after October 11, 1990. Eligible Certificate Holders that acquired Units after October 11, 1990 may be entitled to
claim an allowance for percentage depletion with respect to royalty income from each royalty (Hugoton or San Juan)
attributable to those Units to the extent that this allowance exceeds cost depletion with respect to that royalty
(Hugoton or San Juan) as computed above for the relevant period. Percentage depletion with respect to those Units
may be calculated using the per Unit factors on Schedule C, Part 11l. These factors were obtained by multiplying the
corresponding royalty income factors on Schedule B by the statutory percentage depletion rate of 15%. Percentage
depletion should then be compared to the cost depletion calculated for the relevant period for those Units. The
depletion allowance with respect to Units acquired after October 11, 1990 will be the greater of cost or percentage
depletion.

3. Reconciliation of Net Income and Cash Distributions - Non-Tax Account. The difference
between the per Unit net income for a period and the per Unit cash distributions reported for that period (even
though distributed in a later period) is attributable to adjustments in the Non-Tax Account. The Non-Tax Account is
increased by expenditures which are not deductible and by increases in the cash reserves established by the Trustee
for the payment of future expenditures. The Non-Tax Account is decreased by the recoupment of capital items and
by reductions in previously established cash reserves.



4. Adjustments to Basis. Each Certificate Holder should reduce his tax basis in each royalty by the
amount of depletion allowable with respect to that royalty and his tax basis in his Units by the amount of depletion
allowable with respect to all royalties. Each Certificate Holder should also increase his basis in the Units by his pro
rata share of any increase in the Non-Tax Account and decrease his basis in the Units by his pro rata share of any
decrease in the Non-Tax Account.

5. Foreign Persons. The federal income taxation of non-resident aliens and foreign corporations is
highly complex, and it is recommended that such persons consult their own tax advisors.

6. Section 29 Credit. The Trust receives royalty payments attributable to coal seam gas production
from the Fruitland Coal Formation properties. Previously, Certificate Holders were potentially eligible to claim
their share of the tax credit attributable to this production. The credit expired at the end of 2002.

1. STATE INCOME TAX RETURNS

Schedules A, B and C set forth the states from which the income of the Trust is derived. Each
Certificate Holder should consult his tax advisor regarding the requirements for filing state income tax returns in his
state of residence and the states from which the Trust’s income is derived.

The Bank of New York Mellon Trust Company, N.A.
Corporate Trustee

919 Congress Avenue

Austin, Texas 78701

(800) 852-1422



MESA ROYALTY TRUST
EIN 74-6284806
TAX INFORMATION FOR THE YEAR 2007

SCHEDULE A: CERTIFICATE HOLDER CALCULATIONS

For Certificate Holders Filing Returns On The Basis of Calendar Year and the Cash Method

EXAMPLE
The calculations below are based on 100 Units held each month.
(See Schedule B for factors used in the calculations).

Month Jan. Feb. Mar. Apr. May June July Aug. Sep. Oct. Nov. Dec.
Units held 100 100 100 100 100 100 100 100 100 100 100 100

Part | - Royalty Information

Royalty Income Severance Taxes
(Line 4, Part I, Sched. E) (Line 16, Part I, Sched. E)
Kansas $306.17 $0.00
New Mexico $329.73 $41.52
Colorado $63.81 $2.67
Total $699.71 $44.19

Part 11 - Other Income And Expenses

Interest Income Administration Expense
(Line 1, Part I, Sched. B) (Line 23, Schedule A)
Period $5.22 $4.91
Post Period $0.00 $0.00
Total $5.22 $4.91

Part I11 - Reconciliation Of Net Income and Cash Distribution

NET INCOME
Royalty Income $699.71
Interest Income 522 *
Less: Severance Tax (44.19)
Administration Expense (4.91)
DECREASE (INCREASE) IN NON-TAX ACCT. 0.00
TOTAL (EQUALS CASH DISTRIBUTION) $655.83

* Includes taxes withheld from amounts distributable to non-resident aliens and foreign corporations.
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MESA ROYALTY TRUST
EIN 74-6284806

Exhibit 11

Individual Unit Holder’s Specific Location Of Administration Expense On Schedule A

Administration

Expense

—

SCHEDULES A&B Schedule A—Itemized Deductions OMEs Mow 154807
Form 1040) I ‘“IU
(rem (Schedule B is on back) 7
Drepartmant of the Treasury ﬁmachment
Internal Fevenue Sendioe b Attach to Form 1040. P Seea Instructions for Schedules A&B (Form 1040). Sequence No. 07
Mama{z) shown on Form 1040 Your social security number
Medical Caution. Do not include expenses reimbursed or paid by others. |
and 1  Medical and dental expenses (see page A-1)
Dental 2 Enter amount from Form 1040, line 38 |2 | |
Expenses 3 Multiply line 2 by 7.5% (075). . . . 3
4  Subtract line 3 from line 1. If ling 3 is mare than ilﬂe T enter-0-. . . 4
Taxes You 5 State and local (check only one box):
Paid a [ Income taxes, or 5
(Ses b [ General sales taxes e
page A-2) 6 FReal estate taxes (see page A-5)
7 Perscnal property taxes | TR 7
& Other taxes. List type and amount b—
________________________________________________________________ 8
9 Add lines 5through8 . . . . O 9
Interest 10  Home mortgage interest and points reported to you on Form 1098 |10
You Paid 11 Home morigage interest not reported toyou on Form 1098, If paid
(See to the person from whom you bought the home, see page A-6
page A-5.) and show that person’s name, identifying no., and address »
Note. 11
Paigopal 12 Points not reported to you on Form 1098. See page A-8
interest is 12
Fis for special rules . . . .
deductible, 13  Qualified mortgage insurance premmms {See page A- T) 13
14 Investment interest. Attach Form 4952 if required. (See
page A7) . . . . 14
15  Add I|nes10through14 T e i 15
Gifts_to 16  Gifts by cash or check. If you made any gift of $250 or |
Charity more, see page A-8 . | | 16
If you made a 17  Otherthan by cash or check. Ifany g|(‘t of ".6250 or more,
gift and got a see page A-8. You must attach Form 8283 if over $500 | 17
mf;;g:ﬁs 18 Carryover from prioryear . . . . . . . . . . 18
" 19 Addlinesi6throughi8 . . . . . . . . . . . . . . . . 19
Casualty and
Theft Losses 20 Casualty or theft loss(es). Attach Form 4684. (See page A-9) . . . . 20
Job Expenses 21 Unreimbursed employee expenses—ijob travel, union
and Cerlfain dues, job education, etc. Attach Form 2108 or 2108-EZ
Miscellaneous if required. (See page A-9.) & 21
Deductions 22 Tax preparation fees. . . . 22
(See 23 Other expenses—investment, safe depo3|t box etc LISt
page A-9) type and amount
MESA ROYALTY TRUST 74-6284806 23
24 Add lines 21 through 23, G e 24
25  Enter amount from Form 1040, line 38 25 [ | |
26 Multiply line 25 by 2% (.02) . 26
27 Subtract line 26 from line 24. If Ime 26 is more than I|ne 24, enter -0- . 27
UI_hET 28 Other—from list on page A-10. List type and amount »
Miscellaneoys
Deductions 28
Total 29 |s Form 1040, line 38, over $158 400 (over $78,200 if married filing separately)?
Itemized ] No. Your deduction is not limited. Add the amounts in the far right column
Deductions for lines 4 through 28. Also, enter this amount on Form 1040, line 40, » [ 29
[[] Yes. Your deduction may be limited. See page A-10 for the amount to enter.
30 If you elect to itemize clecluctions even though they are less than your stanclard declustion, check here [
For Paperwork Reduction Act Notice, see Form 1040 instructions. Cat. No, 11330% Schedule A (Form 1040} 2007



Interest
Income

MESA ROYALTY TRUST
EIN 74-6284806

Exhibit 111

Individual Unit Holder’s Specific Location Of Interest Income On Schedule B

—

Schedules ASE (Ferm 1040) 2007

OMB Mo, 1545-0074

Fage 2

Mame(s) shown on Form 1040. Do not enter name and social security number if shown on other side. ‘

Your social security number

Schedule B—Interest and Ordinary Dividends

Attachrment
Saguence Mo,

Part |
Interest

(See page B-1
and the
instructions for
Form 1040,
line Ba.)

Note. If you
received a Form
1028-INT, Form
1098-0ID, or
substitute
statemeant from
a brokerage firm,
list the firm's
name as the
payer and enter
the total interest
shown on that
farm.

1 List name of payer. If any interest is from a seller-financed mortgage and the

Amount

buyer used the property as a personal residence, see page B-1 and list this
interest first. Also, show that buyer's social security number and address

MESAROVALTYTRUST74.-6284806

2 Addtheamountsonlinet . . . . . . . . . . . . . . . .. 2
3 Excludable interest on senes EE and | U.S. savings bonds issued after 1989,
Attach Form 8815 . . . 3

4  Subtract line 3 from line 2. Enter the result here and on Form 1040, line 8a » 4

Note. If line 4 is over $1,500, you must complete Part Ill.

Amount

Part Il
Ordinary

Dividends

{See page B-1
and the
instructions for
Form 1040,
line 9a.)

Note. If you
received a Form
1099-DIV or
substitute
statement from
a brokerage firm,
list the firm's
name as the
payer and enter
the ordinary
dividends shown
on that ferm.

S Listnameofpayer® oo oo s el e e e

6 Add the amounts on line 5. Enter the total here and on Form 1040, line 9
Note. If line & is over 51,500, you must complete Part IIl.

-]

Part Il
Foreign
Accounts
and Trusts

(See
page B-2.)

You must complete this part if you (a) had over $1,500 of taxable interest or ordinary dividends; or (b) had
a fcrs_ign account, or (c’_i_ received a distribution from, or were a grantor of, or a transferor to, a foreign trust.

Yes

No

7a At any time during 2007, did you have an interest in or a signature or other authority over a financial
account in a foreign country, such as a bank account, securities account, or other financial account? |
See page B-2 for exceptions and filing requirements for Form TD F 90-221, , . ., . . . |

b If "Yes," enter the name of the foreign country » ____ ;2

8 During 2007, did you receive a distribution from, or were youthsgrantorof ortransferor toa
foreign trust? If “Yes," you may have to file Form 3520, See page B-2 . ., , . W B

For Paperwork Reduction Act Notice, see Form 1040 Instructions.

-10-
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