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Rating: Buy
S&P 500: 1412

San Juan Basin Royalty Trust
$18 a Million Btu for LNG

Svmbol SIT Ebitda Next Twelve Months ending 12/31/08 (US55mm) 153
Rating Buy North American Natural Gas/Ebitda %) a8
FPrice (U58/5h) 3440 Natural Gas and O Production/Ebitda (%6) 100
Pricing Date 1/4/08 Adfusted Reserves/Production NTM 102
Shares (mm) 47 EViEbitda 10.3
Market Capitalization (Us5mm) 1,610 Pl /Ebitda 122
Debt (U5 8mm) ] LUndeveloped Reserves (%6) 0
Enterprise Value (EV) (U5 Smm) 1610 Natural Gas and Ol Ebitda (USS/mefe) 344
Fresent Value (PV) (USEnm) 1,360 FPresent Value Proven Reserves(TUS5E/bog) 36.83
Net Present Value (USS/unit) 40 FPresent Value Proven Reserves(USS/mefe) 6.14
Debt/Present Value 0.0 Earnings Next Twelve Months (US5/'un) 272
MeDep Ratio - EV/PV 0.34 FPrice/Earnings Next Twelve Months 13
Distribution Yield %4/ vear) 19 Distribution Next Twelve Months (US5/sh) 272

MNote: Estimated cash flow and earnings tied to one-vear futures prices for natural gas.
Eeported results may vary widely from estimates. Estimated present value per shatre revised only infrequently.
Estimated present value presumes a long-term price for oil of US580 a barrel and natural gas. 511 a million btu.
For historical analysis of ST since 2000 see waow.medep com/4sit him

Summary and Recommendation

Buy-recommended San Juan Basin Royalty Trust (SJT) offers pure concentration on
natural gas selling at half price judging by the incremental price of liquefied natural gas
in Asia. Last week, according to trade reports, Japan paid $18 a million btu for the liquid
form of the same commodity that is priced in the futures market at $8 for the next six
years. Since $18 LNG is roughly equivalent to $100 oil burned in the same Japanese
power plants, the stark difference points to an upward price trend for the clean fuel.
Meanwhile, monthly distributions are likely to be higher in early 2008 judging from the
trend in the industry index price for the San Juan Basin and taking account of the time
delay to cash distribution (see tables Monthly Declarations and Next Twelve Months
Operating and Financial Estimates). We take most of our volume and cost estimates
from the trend of recent monthly results. The price of SJT stock is influenced by long-
term natural gas price that after a stable period may be poised to resume an uptrend (see
chart Six-Year Oil and Natural Gas Futures). In the illustrative McDep Energy Portfolio,
SJT has the largest natural gas representation followed by Gazprom (OGZPY), EOG
Resources (EOG), XTO Energy (XTO), Devon Energy (DVN), Hugoton Royalty
Trust (HGT), Encana (ECA) and Cimarex (XEC).

Kurt H. Wulff, CFA
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San Juan Basin Royalty Trust
Monthly Declarations

Jan-07  Feb-07 Mar-07 Oct-07 Nov-07  Dec-07 Jan-08 Feb-08 Mar-08

Distribution (5/unit)

Declared 0.18 022 0.12 0.1% 0.17 0.19
Projected 0.2 024 0.24
Volume
Natural gas (mmbiu) 317 3534 312 332 359 339 326 357 338
Heat Content{btu/cf) 1060 1089 1074 1068 1067 1,081 1.072 1073 1071
Natural gas (bcf) " 200" 306" 2007 3" 3187 3ma” 347 3147 315
Natural Gas (mmcfd) 100 o9 a4 100 106 101 101 101 102
Days 30 il il il 30 il 30 il il
Price
Natural gas industry quotes lagged two months (3/'mmbtu)
Henry Hub IndexFutures 1.16 833 3.84 6.11 343 6.43 128 21 113
San Juan Monthly Index 6.38 6.47 3.63 4489 459 312 6.06 6.50 6.39
San Juan IndexHenry Hub 0.89 0.78 0.96 0.82 0.85 0.80 0.83 0.90 0.90
SJT/8an Juan Index 0.93 0.1 0.89 1.00 1.05 1.04 0.95 0.95 0.96
SJT (5/mmbtu) 3 3.87 3.00 4499 484 332 N 621 6.13
8T (5/mcf) 6.30 6.39 339 333 i 375 6.19 6.66 6.36
ERevenue {5mm)
Natural Gas 18.8 19.6 13.6 16.6 16.4 18.0 18.8 209 207
Other 0.3 0.1 (0.2} 0.3 0.0 02 0.3 0.3 0.3
Cost {Smin)
Severance tax 21 21 1.3 1.6 1.5 1.3 19 2. 20
Operating 22 1.3 24 22 26 23 23 23 24
Total 43 EXY 9 38 42 41 42 44 44
Cash flow (5mm) 15.0 15.8 11.6 133 123 141 151 17.0 16.8
Development 37 29 14 1.3 1.3 22 23 22 21
Net proceeds {5mm) 113 129 12 12.0 10.8 112 12.8 148 14.7
Royalty income {Smm) 8.3 0.7 3.4 2.0 8.1 8.2 0.6 111 11.0
Rovyalty/INet proceeds 73% 73%% 73% T5%% 73% 7304 73% 7304 73%
One time (0.4)
Distributable income {3mm) 8.3 10.1 4 2.0 8.1 8.2 0.6 111 11.0
Units {millions) 46.6 46.6 46.6 46.6 46.6 46.6 46.6 46.6 46.6
Distribution {3/unit) 0.18 022 0.12 0.12 0.17 0.19 021 024 024
Latest Twelve Month dverage
Heat Content(btu/cf) 1,062 1,070 1072 1074 1,073 1,072 1,073 10711 1071
Natural Gas (mmefd) 110 108 107 101 101 101 101 102 102
San Juan IndexHenry Hub 0.82 0.82 0.83 0.87 0.86 0.86 0.86 0.87 0.86
SJT/8an Juan Index 0.96 0.97 0.97 0.94 0.95 0.95 0.95 0.96 0.96
Other revenue 0.3 0.3 02 02 02 02 02 02 0.3
Operating 19 19 20 22 13 13 13 24 24
Development 33 31 i2 24 23 23 22 21 19
Severance tax'revenue 103% 104% 104% 10.1% 101% 10.0% 10.0%  9.9% 0.0%%
Ebitda Margin 81% 80%4 7904 T8% 78% T8% 78% T8% 78%%
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Highlights
Eevenue (Smm) (73%)
Cash flow (Smm) {73%)
Perunit
Distributable Income (5mm)
Perumt
Units {millions)
Volume
Natural zas {mmbiu)
Heat Content({btu/cf)
Natural zas (bef)
Natural (as (mmefd)
Days
O1l (mb)
Oil (mbd)
Davys
Total gas & oil (bcf)
Price

San Juan Basin Royalty Trust
Next Twelve Months Operating and Financial Estimates

Natural zas (5/mmbtu) (Henry Hub lazged two months)

Henry Hub (5/mmbnua)
Differential (%)
Net to SJT (3/mmbiwu)
Natural zas (3/mcf)

Oil (5/bbl) (WTI Cushing lagzed two months)

WTI Cushing
SIT
Total gas & oil (3'mef)
Revenue (Smm)
Natural Gas
il
Total
Cost (5mm)
Severance tax
Operating
Total
Cash flow (5mm)
Development
Net proceeds (Smm)
Royalty income (3mm)
Rovalty/Net proceeds
Administration
One-time
Distributable income (3mm)
Severance tax/revenue
Operating cost (3/'mef)
Development/Cash flow

Please see disclosures on the final page.

Next
Twelve
04 03 04E Year QIE 02 O3F 04E  Months
i12/3106 32007 1231507 2007E 3321008 a20/08 830008 122108 123108
410 497 302 7 1722 46.4 462 496 0.8 193.1
32.8 3035 302 7 1343 366 364 3035 405 153.1
0.70 083 065 " 2.88 0.79 078 0.83 087 328
264 374 260 7 1132 317 206 322 330 126.6
0.57 0.80 056 T 2.43 0.63 0.64 0.69 0.71 2.72
46.6 46.6 46.6 46.6 46.6 46.6 466 46.6 46.6
10.5 10.6 101 39.6 100 o8 100 10.0 30.8
1,078 1,066 1072 1,072 1.072 1.071 1.070 1.072 1,071
o8 100 o4 37.0 93 @1 93 ] 371
1063 1082 1025 7 1013 1013 10135 1013 10157 1015
a2 92 a2 365 a2 o0 ) 92 366
0.0 0.0 00" 01 0.0 0.0 0.0 0.0 0.1
02 02 02 0.2 02 02 02 p2l 0.2
a2 92 02" 265 ) o0 ) 92 366
o9 101 835 374 94 g2 o4 g4 37.5
6.02 733 500 6.96 T2 7134 TN 790 7.54
15 16 16 18 16 16 16 16 16
5.09 6.14 5035 5.69 6.04 6.13 6.46 6.62 6.32
349 6.33 5427 610 6.47 6.39 692 T.10 6.77
6324 6831 71940 66.87 9318 86.63 9842 96.86 96.78
60.85 64.16 74358 7 62,77 3835 @0.73 92,39 9092 920.85
3.53 6.39 349 6.14 6.36 6.68 701 T.19 6.86
537 632 51.1 2254 60.4 60.1 64.6 66.3 2514
09 1.1 137 43 1.5 15 16 1.5 6.1
4.6 66.3 523 7 2207 619 61.6 66.1 67.8 257.5
56 6.4 19 226 6.0 6.1 6.4 6.7 25.2
33 72 7.1 28.0 70 70 70 7.0 28.2
109 136 121 50.6 131 131 135 13.7 534
437 327 027 1791 480 485 327 341 204.1
g4 32 50 274 6.3 8.7 95 9.7 34.5
333 493 352 7 1517 423 308 432 443 169.6
263 371 264 7 1128 E 208 324 332 1272
Ti% 73% Ti% 75046 73% Ti% T3% 75047 TS5
(0.4) (0.4) 02 0.3 0.0 02 02 02 0.6
0.5 - -
264 374 260 1132 E 206 322 330 126.6
10.3% ¢ 7% 03% 09904 & 7% 00%s o 7% G094 9.804
0.53 0.72 0.73 0.75 0.73 0.76 0.73 0.75 0.75
19% 6% 12%  15%% 13% 18% 18% 18% 17%4%
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Six-Year Commodity Price Meter
Indicator of Resource Value Trend
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Disclaimer: This analysis was prepared by Kurt Wulff, Manager of McDep LLC as of January 1, 2008.
Previously Mr. Wulff was doing business as McDep Associates. The firm used sources and data believed
to be reliable, but makes no representation as to their accuracy or completeness. This analysis is intended
for informational purposes and is not a solicitation to buy or sell a security. Past performance is no
guarantee of future results.

McDep does no investment banking business. McDep is not paid by covered companies including revenue
from advertising, trading, consulting, subscriptions or research service. McDep shall not own more than
1% of outstanding stock in a covered company. No one at McDep is on the Board of Directors at a covered
company nor is anyone at a covered company on the Board of Directors of McDep.

McDep or its employees may take positions in stocks the firm covers for research purposes. No trades in
a subject stock shall be made within a week before or after a change in recommendation.

Certification: |, Kurt H. Wulff, certify that the views expressed in this research analysis accurately reflect
my personal views about the subject securities and issuers. No part of my compensation was, is, or will be
directly or indirectly related to the specific recommendations or views contained in this research analysis.

Research Methodology/Ratings Description: McDep LLC is an independent research originator focused
on oil and gas stocks exclusively. The firm applies the thirty years of experience of its analyst to estimate a
present value of the oil and gas resources and other businesses of covered companies. That value is
compared with a company’s stock market capitalization and debt. Stocks with low market cap and debt
relative to present value tend to outperform stocks with high market cap and debt relative to present value.
Buy recommendations are expected to deliver a total return better than 7% per year above inflation. Hold
recommendations assume the attributes of the underlying business are reflected in the current price of the
stock. Sell recommendations are expected to deliver a total return less than inflation.
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