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FEDERAL INCOME TAX INFORMATION 

 
This booklet provides 2021 tax information which will allow Certificate Holders to determine their pro rata 

share of income and deductions attributable to their investment in Mesa Royalty Trust (the “Trust”). Each 

Certificate Holder is encouraged to read the entire booklet very carefully.  The material herein is not intended 

and should not be construed as professional tax or legal advice. Each Certificate Holder should consult the 

Certificate Holder’s own tax advisor regarding all tax compliance matters relating to the Units. 

 

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 2021, 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 2021 tax returns as if the Certificate Holder had 

held 100 Units during all of 2021. 

 

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, 2021 would combine the results of 

February through December for 2020 and January for 2021. 

 

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 II.  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 III. 

 

 

I. FEDERAL INCOME TAX INFORMATION 

 

 1. Reporting of Income and Deductions. 

 

  (a) 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. Each Certificate Holder is subject to tax on such Certificate 

Holder’s pro rata share of the income and expense of the Trust even when the Trust’s revenue exceeds cash 

distributions to the Certificate Holders. 

  



 

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

 

   (i) 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 I reports the royalty income, state severance taxes and 

administrative expenses on a per Unit basis for each month.  Schedule A, Part I reports the royalty income, state 

severance taxes and administrative expenses based on 100 Units held by an example Certificate Holder of record 

during each month.   

 

   (ii) 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 II reports, on a per Unit basis, the interest earned by the Trust on 

distributions received by the Trust from the working interest owners during 2021.  Schedule A, Part II 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. 

 

  (c) Taxable Year.  All schedules are prepared on a calendar year basis.  Certificate Holders 

with taxable years other than the calendar year 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 2021 

and who file Form 1040, it is suggested that the items of income and deduction for 2021 be reported in the following 

manner: 

 

 Item   Form 1040 

Royalty Income*   Line 4, Part I, Schedule E  

Depletion  Line 18, Part I, Schedule E 

Severance Taxes  Line 16, Part I, Schedule E 

Administrative Expenses Line 19, Part I, Schedule E 

Interest Income  Line 1, Part I, Schedule B 

 
Item    Form 8960 
Schedule E Items  (Royalties; Depletion) Line 4a, Part I 
Schedule B Items (Interest Income) Line 1, Part I 
Schedule D Items (Capital Gain/Loss) Line 5a, Part I 

 

*  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, severance taxes and administrative expenses, is considered portfolio income.  

Interest income is also portfolio income.   

 

An individual having adjusted gross income in excess of $200,000 (or $250,000 for married 

taxpayers filing joint returns) is subject to the Net Investment Income Tax of 3.8% on the lesser of such excess or the 

individual's net investment income.  Net investment income generally includes interest income and royalty income 



 

derived from investments such as the Units as well as any net gain from the disposition of Units. The Net Investment 

Income Tax should be computed on Form 8960 for an individual. 

 

See Exhibits I through III for examples of how to report the items listed above. 

 

  (f) 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 tax basis of a Unit.  The 

adjusted tax basis of a Unit is the original cost or other basis of the Unit adjusted to reduce for any depletion allowed 

or allowable and for any increases or decreases 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 20% applies to most capital assets sold 

after December 31, 2012 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.  Gain may also be subject to the 3.8% Net Investment Income Tax in 

certain circumstances. 

 

  (g) Widely Held Fixed Investment Trust Information.  The Trustee assumes that some Units 

are held by a middleman, as such term is broadly defined in U.S. Treasury Regulations (and includes custodians, 

nominees, certain joint owners, and brokers holding an interest for a custodian in street name).  Therefore, the Trustee 

considers the Trust to be a non-mortgage widely held fixed investment trust (“WHFIT”) for U.S. federal income tax 

purposes.  BNY Mellon Trust Company, N.A. (“Trustee”), 601 Travis Street, Floor 16, Houston, Texas 77002, 

telephone number 1-512-236-6545, is the representative of the Trust that will provide tax information in accordance 

with applicable U.S. Treasury Regulations governing the information reporting requirements of the Trust as a WHFIT.  

Notwithstanding the foregoing, the middlemen holding Units on behalf of Certificate Holders, and not the Trustee of 

the Trust, are solely responsible for complying with the information reporting requirements under the U.S. Treasury 

Regulations with respect to such Units, including the issuance of IRS Forms 1099 and certain written tax statements.  

Certificate Holders whose Units are held by middlemen should consult with such middlemen regarding the 

information that will be reported to them by the middlemen with respect to the Units. 

 

 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.   

 

  (a) 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 I (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 II.  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 II (“Basis 

Allocation Percentage”) sets forth the Trustee’s opinion of the relative fair market values of the royalties on December 

31, 2021.  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 III.  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 tax basis in the Units by his 

pro rata share of any increase in the Non-Tax Account and decrease his tax 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. 

 

II. 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. 

 

 

 

BNY Mellon Trust Company, N.A. 

Corporate Trustee 

601 Travis Street, Floor 16 

Houston, Texas 77002  

(512) 236-6545 

 

  



 

MESA ROYALTY TRUST 

EIN 74-6284806 

TAX INFORMATION FOR THE YEAR 2021 

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 I - Royalty Information 

  Royalty Income  Severance Taxes 

  (Line 4, Part I, Sched. E)  (Line 16, Part I, Sched. E) 

Kansas   $0.00     $0.00   
New Mexico  $25.93     $11.04   
Colorado   $33.93     $2.05   

     Total   $59.86     $13.09   

 

 

Part II – Other Income And Expenses 

  Interest Income  Administration Expense 

  (Line 1, Part I, Sched. B)  (Line 23, Schedule A) 

Period   $0.00     $9.74   
Post Period  $0.00     $0.00   

     Total   $0.00     $9.74   

 

 

Part III – Reconciliation of Net Income and Cash Distribution 

NET INCOME        
     Royalty Income      $59.86   

     Interest Income      0.00  * 

     Less:  Severance Tax     (13.09)  

               Administration Expense     (9.74)  

     Decrease (Increase) in Cash Reserve     5.20  

TOTAL (EQUALS CASH DISTRIBUTION)   $42.23  

 
* Includes taxes withheld from amounts distributable to non-resident aliens and foreign corporations.  



 

MESA ROYALTY TRUST 

EIN 74-6284806 

TAX INFORMATION FOR THE YEAR 2021 

SCHEDULE B: ONE UNIT FACTORS 

Multiply amounts per unit shown below by the number of units owned at the end of 

each record month.  Combine the results and report where indicated on Form 1040. 

 

  

Month Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Totals

Part I - Royalty Information

     Royalty Income

          Kansas $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000

          New Mexico $0.007237 $0.008566 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.167540 $0.259312

          Colorado $0.001025 $0.000641 $0.001061 $0.012426 $0.283454 $0.019081 $0.018554 $0.000435 $0.000408 $0.000683 $0.000747 $0.000807 $0.339322 Line 4,
Part I,

               Totals $0.008262 $0.009207 $0.009502 $0.020867 $0.291895 $0.027522 $0.026995 $0.008876 $0.008849 $0.009124 $0.009188 $0.168347 $0.598634 Sched. E

     Severance Taxes

          Kansas $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000

          New Mexico $0.007237 $0.008566 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.008441 $0.018649 $0.110421

          Colorado $0.001025 $0.000641 $0.001061 $0.012426 $0.000908 $0.000912 $0.000437 $0.000435 $0.000408 $0.000683 $0.000747 $0.000807 $0.020490 Line 16,
Part I,

               Totals $0.008262 $0.009207 $0.009502 $0.020867 $0.009349 $0.009353 $0.008878 $0.008876 $0.008849 $0.009124 $0.009188 $0.019456 $0.130911 Sched. E

PART II - Other Income And Expense

     Interest Income

          Period $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000002 $0.000002 $0.000002 $0.000000 $0.000000 $0.000000 $0.000000 $0.000006

          Post Period $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 Line 1,
Part I,

               Totals $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000002 $0.000002 $0.000002 $0.000000 $0.000000 $0.000000 $0.000000 $0.000006 Sched. B

     Administration Expense

          Period $0.010338 $0.000607 $0.012058 $0.021101 $0.011152 $0.001020 $0.014194 $0.003777 $0.010813 $0.007062 $0.002339 $0.002910 $0.097371

          Post Period -- -- -- -- -- -- -- -- -- -- -- -- $0.000000
Line 23,

               Totals $0.010338 $0.000607 $0.012058 $0.021101 $0.011152 $0.001020 $0.014194 $0.003777 $0.010813 $0.007062 $0.002339 $0.002910 $0.097371 Sched. A

Part III - Reconciliation Of Net Income

               And Cash Distribution Per Unit

     Net Income:

          Royalty Income $0.008262 $0.009207 $0.009502 $0.020867 $0.291895 $0.027522 $0.026995 $0.008876 $0.008849 $0.009124 $0.009188 $0.168347 $0.598634

          Interest Income $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000002 $0.000002 $0.000002 $0.000000 $0.000000 $0.000000 $0.000000 $0.000006

          Less:  Severance Tax $0.008262 $0.009207 $0.009502 $0.020867 $0.009349 $0.009353 $0.008878 $0.008876 $0.008849 $0.009124 $0.009188 $0.019456 $0.130911

                    Administration Expense $0.010338 $0.000607 $0.012058 $0.021101 $0.011152 $0.001020 $0.014194 $0.003777 $0.010813 $0.007062 $0.002339 $0.002910 $0.097371

     Decrease (Increase) in Cash Reserve $0.010338 $0.000607 $0.012058 $0.021101 $0.000000 $0.000000 $0.000000 $0.003775 $0.010812 $0.007062 $0.002339 ($0.016136) $0.051956

     Total (equals cash distributions)* $0.000000 $0.000000 $0.000000 $0.000000 $0.271394 $0.017150 $0.003925 $0.000000 ($0.000001) $0.000001 $0.000001 $0.129846 $0.422314

*        Includes taxes withheld from amounts otherwise distributable to non-resident aliens and foreign corporations.



 
MESA ROYALTY TRUST 

EIN 74-6284806 

TAX INFORMATION FOR THE YEAR 2021 

SCHEDULE C: DEPLETION 

See page 3 of instructions for the computation of depletion. 

The amounts shown below are per unit. 
 

Part I 

Cost depletion for Calendar Year individuals who acquired their Units as a distribution from Mesa Petroleum Co. on Nov. 16, 1979 and continue to own those Units. 

Depletion:  
  
$     0.04384580  Per Unit 

 

Part II 

Cost depletion percentages per Unit for Calendar Year individuals who acquired their Units subsequent to the distribution from Mesa Petroleum Co. 

 

 
 

 

Part III 

Percentage depletion per Unit for Calendar Year individuals who acquired Units after October 11, 1990. 

 

 

Basis

Annual Allocation

Month Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Rate Percentage

Cost Depletion Percentage

1) Hugoton Royalty (Kansas) 2.823242% 2.977002% 3.059324% 1.971404% 3.515106% 3.220326% 3.369579% 3.593391% 4.250340% 4.499625% 4.608084% 4.979194% 35.399976% 10.821413%

2) San Juan Royalty

     (a) New Mexico 0.783836% 0.722968% 0.712304% 0.717414% 0.722598% 0.727858% 0.733195% 0.738610% 0.744106% 0.749684% 0.755347% 0.861615% 8.609915% 73.934876%

     (b) Colorado 1.840754% 1.882268% 1.887304% 0.840418% 1.960211% 1.916687% 2.035334% 2.012721% 2.030613% 2.124163% 2.035033% 2.144574% 20.494558% 15.243701%

     (c) Total San Juan 2.624590% 2.605236% 2.599608% 1.557832% 2.682809% 2.644545% 2.768529% 2.751331% 2.774719% 2.873847% 2.790380% 3.006189% 29.104473% 89.178576%

100.00%

Month Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Totals

Percentage Depletion

1) Hugoton Royalty (Kansas) $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000 $0.000000

2) San Juan Royalty

     (a) New Mexico $0.001086 $0.001285 $0.001266 $0.001266 $0.001266 $0.001266 $0.001266 $0.001266 $0.001266 $0.001266 $0.001266 $0.025131 $0.038896

     (b) Colorado $0.000154 $0.000096 $0.000159 $0.001864 $0.042518 $0.002862 $0.002783 $0.000065 $0.000061 $0.000102 $0.000112 $0.000121 $0.050897

     (c) Total San Juan $0.001240 $0.001381 $0.001425 $0.003130 $0.043784 $0.004128 $0.004049 $0.001331 $0.001327 $0.001368 $0.001378 $0.025252 $0.089793



 

MESA ROYALTY TRUST 

EIN 74-6284806 

Exhibit I 

Individual Unit Holder’s Specific Location of Items on Schedule E 

  

 

Royalty 

Income 

Severance 

Taxes 

General and 

Administrative 

Expenses 

Depletion 



 

MESA ROYALTY TRUST 

EIN 74-6284806 

Exhibit II 

Individual Unit Holder’s Specific Location of Interest Income on Schedule B 

 

 

Interest 

Income 



 

MESA ROYALTY TRUST 

EIN 74-6284806 

Exhibit III 

Individual Unit Holder’s Specific Location of Interest Income Items on Form 8960 

  

 

Schedule B Items 

Including Interest 

Income 

Schedule E Items 

Including Royalty 

Income and 

Depletion  

Schedule D Items 

Including Capital 

Gain/Loss 


