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Cautionary Statement Regarding Forward-Looking Statements

This communication may contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as 
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, that are based on the Trust’s beliefs, as well as 
assumptions made by, and information currently available to, the Trust, and therefore involve risks and uncertainties that are difficult
to predict. Generally, future or conditional verbs such as “will,” “would,” “should,” “could,” or “may” and the words “believe,”
“anticipate,” “continue,” “intend,” “expect” and similar expressions identify forward-looking statements. Forward-looking statements 
include, but are not limited to, statements regarding the proposed reorganization of the Trust into a corporation (the “corporate 
reorganization”) and other references to strategies, plans, objectives, expectations, intentions, assumptions, future operations and 
prospects and other statements that are not historical facts. You should not place undue reliance on forward-looking statements.
Although the Trust believes that plans, intentions and expectations, including those regarding the corporate reorganization, reflected
in or suggested by any forward-looking statements made herein are reasonable, the Trust may be unable to achieve such plans, 
intentions or expectations and actual results, performance or achievements may vary materially and adversely from those envisaged
in this annual report due a number of factors including, but not limited to: a determination of the Trustees not to provide final
approval of all actions and transactions necessary to effect the corporate reorganization; a determination that the corporate 
reorganization will not be tax-free to the Trust and holders of the Trust’s sub-share certificates; the SEC declining to declare
effectiveness of filings necessary to effect the corporate reorganization; the NYSE declining to approve the listing of the new
corporation’s common stock on the NYSE; the occurrence of any event, change or other circumstances that could give rise to the 
abandonment of the corporate reorganization; changes in the expected timing and likelihood of completion of the corporate 
reorganization; uncertainties as to the timing of the corporate reorganization; potential adverse reactions or changes to business
relationships resulting from the announcement or completion of the corporate reorganization; unexpected costs, charges or 
expenses resulting from the corporate reorganization; risks related to disruption of management time from ongoing business 
operations due to the corporate reorganization; the initiation or outcome of potential litigation; any changes in general economic 
and/or industry specific conditions; and the potential impacts of COVID-19 on the global and U.S. economies as well as on the 
Trust’s financial condition and business operations. Except as required by law, the Trust undertakes no obligation to publicly update
or revise any such forward-looking statements. For more information concerning factors that could cause actual results to differ from 
those expressed or referred to herein, see the Trust’s annual report on Form 10-K and quarterly reports on Form 10-Q filed with the 
SEC.
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Statements in this Annual Report on Form 10-K that are not purely historical are forward-looking statements within 
the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, including 
statements regarding management’s expectations, hopes, intentions or strategies regarding the future. Forward-looking 
statements include statements regarding the Trust’s future operations and prospects, the markets for real estate in the areas in
which the Trust owns real estate, applicable zoning regulations, the markets for oil and gas, production limits on prorated oil
and gas wells authorized by the Railroad Commission of Texas, expected competition, management’s intent, beliefs or current 
expectations with respect to the Trust’s future financial performance and other matters. All forward-looking statements in this
Report are based on information available to us as of the date this Report is filed with the Securities and Exchange Commission
(the “SEC”), and we assume no responsibility to update any such forward-looking statements, except as required by law. All 
forward-looking statements are subject to a number of risks, uncertainties and other factors that could cause our actual results,
performance, prospects or opportunities to differ materially from those expressed in, or implied by, these forward-looking 
statements. These risks, uncertainties and other factors include, but are not limited to, the factors discussed in Item 1A “Risk
Factors” and Item 7 “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”





Operations

 (1)   On September 14, 2017, we settled the previously disclosed arbitration case with Chevron U.S.A., Inc. involving claims for underpayment of royalties. 
The Trust received $7.7 million as part of the settlement, including royalties that will be paid to the Trust on additional wells under several 
community leases. The settlement is included in oil and gas royalties for the year ended December 31, 2017. 

Land Activity

Competition



Operations

Competition





An investment in our securities involves a degree of risk. The risks described below are not the only ones facing us. 
Additional risks not presently known to us or that we currently deem immaterial may also have a material adverse effect on us. 
If any of the following risks actually occur, our financial condition, results of operations, cash flows or business could be 
harmed. In that case, the market price of our securities could decline and you could lose part or all of your investment.







 (1)  Normalized to 1/8th.







Dividends per Sub-share include special dividends of $4.25, $3.00 and $1.00 per Sub-share for the years ended December 31, 2019, 2018 and 2017, 
respectively.



The following discussion and analysis should be read together with the factors discussed in Item 1A “Risk Factors” 
and with the Consolidated Financial Statements, including the Notes thereto, and the other financial information appearing 
elsewhere in this Report. Period-to-period comparisons of financial data are not necessarily indicative, and therefore should 
not be relied upon as indicators, of the Trust’s future performance. Words or phrases such as “does not believe” and 
“believes,” or similar expressions, when used in this Form 10-K or other filings with the SEC, are intended to identify 
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.

Year Ended December 31, 2019 Compared to Year Ended December 31, 2018 

Revenues



Revenues:

Total consolidated revenues

Net income:

Total consolidated net income

Land and Resource Management

Oil and gas royalties

Easements and other surface-related income.

Sale of oil and gas royalty interests.



Land sales and other operating revenue

Net income

Water Services and Operations

Water sales and royalties

Easements and other surface-related income

Net income

Other Financial Data — Consolidated

Salaries and related employee expenses

Water service-related expenses



General and administrative expenses

Legal and professional expenses

Depreciation, depletion and amortization.

Year Ended December 31, 2018 Compared to Year Ended December 31, 2017 

Revenues

Revenues:

Total consolidated revenues

Net income:

Total consolidated net income



Land and Resource Management

Oil and gas royalties

Easements and other surface-related income

Sale of oil and gas royalty interests.

Land sales and other operating revenue

Net income

Water Services and Operations

Water sales and royalties

Easements and other surface-related income



Net income

Other Financial Data — Consolidated

Salaries and related employee expenses

Water service-related expenses

General and administrative expenses

Legal and professional expenses

Depreciation and amortization.

Year Ended December 31, 2019 Compared to Year Ended December 31, 2018 



Year Ended December 31, 2018 Compared to Year Ended December 31, 2017

Includes office leases for our corporate office in Dallas, Texas which expires in 2025 and for our office in Midland, Texas which expires in 2022.



Accrual of Oil and Gas Royalties



Internal Control-Integrated Framework







For 2019, represents the bonus amount approved by the Trustees at their February 2020 meeting, accrued as of December 31, 2019 and expected to 
be paid on or before March 15, 2020.  Mr. Parasnis's 2019 bonus amount includes a $50,000 bonus that was paid during 2019.  

Represents the aggregate change in the actuarial present value of the Named Executive Officer’s accumulated benefit under all defined benefit and 
actuarial pension plans (including supplemental plans) from the pension plan measurement date used for financial statement reporting purposes 
with respect to the Trust’s audited consolidated financial statements for the prior completed fiscal year to the pension plan measurement date used 
for financial statement reporting purposes with respect to the Trust’s audited consolidated financial statements for the covered fiscal year.

Represents contributions by the Trust to the account of the Named Executive Officer under the Trust’s defined contribution retirement plan.

The aggregate value of the perquisites and other personal benefits, if any, received by the Named Executive Officer for all years presented have not 
been reflected in the table because the amount was below the SEC’s $10,000 threshold for disclosure except for Mr. Packer, whose perquisites 
consisted of $10,594 and  $11,000 in automobile allowance for 2019 and 2017, respectively.

Mr. Parasnis joined the Trust as Chief Commercial Officer and Executive Vice President effective July 1, 2019.  As of December 31, 2019, Mr. 
Parasnis was not eligible to participate in the defined benefit and actuarial pension plans of the Trust.





(1) Mr. Parasnis joined the Trust as Chief Commercial Officer and Executive Vice President effective July 1, 2019.  As of December 31, 2019, Mr. 
Parasnis was not eligible to participate in the pension plan of the Trust.

(resigned effective February 25, 2019)



Indicates ownership of less than 1% of the class.

The information set forth is based on Amendment 7 to Schedule 13D filed on February 21, 2020 by Horizon Kinetics Asset Management LLC 
(“Horizon”). The number of  Sub-shares beneficially owned excludes Sub-shares held by portfolio managers and other employees of Horizon 
personally. Amendment No. 5 to Schedule 13D filed by Horizon on May 28, 2019 indicated that Horizon is a wholly-owned subsidiary of Horizon 
Kinetics LLC, and that Horizon has shared voting power and shared dispositive power with respect to such Sub-shares . To the Trust’s knowledge, 
Horizon is controlled by Murray Stahl.

The information is based on Amendment 3 to Schedule 13D filed on February 21, 2020 (the “Softvest/Tessler Schedule 13D”) by SoftVest, L.P, 
(“Softvest LP”), SoftVest Advisors, LLC (“Softvest Advisors”), Eric L. Oliver (“Mr. Oliver”), ART-FGT Family Partners Limited (“ART-FGT 
LP”), Tessler Family Limited Partnership (“Tessler Family LP”), and Allan R. Tessler (“Mr. Tessler” and, together with ART-FGT LP and Tessler 
Family LP, the "Tessler Persons”).  Represents Sub-shares held by SoftVest, LP. The general partner of SoftVest LP is SoftVest GP I, LLC ("SV 
GP"). SoftVest Advisors is investment manager of SoftVest LP. Eric L. Oliver ("Mr. Oliver" and together with SoftVest LP and SoftVest Advisors, the 
"SoftVest Persons") is the managing member of SV GP. SoftVest LP, SoftVest Advisors and Mr. Oliver may be deemed to share voting and 
dispositive power with respect to such Sub-shares.. The SoftVest Persons disclaim beneficial ownership of the 130,500 Shares held by SoftVest LP 
for purposes of Section 16 of the Securities Exchange Act of 1934 (the “Act”), except for their pecuniary interest therein. Includes 100 Sub-shares 
held by Mr. Oliver, 350 Sub-shares held by trusts administered for the benefit of Mr. Oliver's grandchildren, for which Mr. Oliver has sole voting 
and dispositive power, and 2,250 Sub-shares owned by Debeck LLC and Debeck Properties LP, which Mr. Oliver controls and over which Mr. 
Oliver has sole voting and dispositive power. The other SoftVest Persons disclaim beneficial ownership of such 100, 350 and 2,250 Sub-shares for 
purposes of Section 16 of the Exchange Act. The SoftVest Persons disclaim beneficial ownership of the 130,500 Shares held by SoftVest LP for 
purposes of Section 16 of the Act, except for their pecuniary interest therein.

The information is based on the Softvest/Tessler Schedule 13D.  10,830 of the Sub-shares are held by ART-FGT LP). 1,300 of the Sub-shares are 
held by Tessler Family LP.  The general partner of ART-FGT LP is Tessler FMC, LLC ("Tessler LLC"). Mr. Tessler and his spouse, Frances G. 
Tessler, are the members of Tessler LLC. Andrea Tessler and Karla Tessler, daughters of Tessler, are the managers of Tessler LLC.  Mr. Tessler is 
a partner and controls ART-FGT LP. ART-FGT LP and Mr. Tessler may be deemed to share voting power and dispositive power with respect to 
such Sub-shares. Mr. Tessler disclaims beneficial ownership of the 10,830 Shares held by ART-FGT LP for purposes of Section 16 of the Act, except 
for his pecuniary interest therein. The general partner of Tessler Family LP is Apres Vous, LLC ("Apres LLC"). Andrea Tessler, Karla Tessler and 
Christopher Tessler, the children of Mr. Tessler, are the members of Apres LLC. Andrea Tessler and Karla Tessler are the managers of Apres LLC. 



Mr. Tessler is a partner and controls Tessler Family LP. Tessler Family LP and Mr. Tessler may be deemed to share voting power and dispositive 
power with respect to such Sub-shares. Mr. Tessler disclaims beneficial ownership of the 1,300 shares held by Tessler Family LP for purposes of 
Section 16 of the Act, except for his pecuniary interest therein.

Indicates ownership of less than 1% of the class.











Leases (Topic 842)



Accrual of Oil and Gas Royalties











Principles of Consolidation and Basis of Presentation

Use of Estimates in the Preparation of Financial Statements

Change in Accounting Estimate

Revenue Recognition

Oil and Gas Royalties



Easements and Other Surface-Related Income

Water Sales and Royalties

Land Sales and Exchanges

Sales of Oil and Gas Royalty Interests

Cash, Cash Equivalents and Restricted Cash



Accrued Receivables

Property, Plant and Equipment

Real Estate Acquired

Royalty Interests Acquired

Real Estate and Royalty Interests Assigned Through the 1888 Declaration of Trust

Income Taxes



Concentrations of Credit Risk

Net Income per Sub-share Certificate

Purchases and Retirements of Sub-share Certificates

Comprehensive Income (Loss)

Significant Customers

Reclassifications

Recently Adopted Accounting Guidance

Leases  

Leases (Topic 842)

Leases (Topic 842): Targeted Improvements



Implementation Costs Incurred in Cloud Computing Arrangements

“Intangibles — Goodwill and Other — Internal-Use Software 
(Subtopic 350-40):  Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a 
Service Contract.”  

Recent Accounting Pronouncements

Financial Instruments — Credit Losses (Topic 326):  Measurement of 
Credit Losses on Financial Instruments

Compensation — Retirement Benefits — Defined Benefit Plans — 
General (Subtopic 715-20):  Disclosure Framework — Changes to Disclosure Requirements for Defined Benefit Plans

Income Taxes (Topic 740) — Simplifying the Accounting for Income 
Taxes

Water service-related assets reflect assets related to water sourcing and water treatment projects.



(1) Real estate assigned through the 1888 Declaration of Trust.

Land Sales

Land Acquisitions



)   Nonparticipating perpetual royalty interests in approximately 370,737 gross royalty acres as of December 31, 2019 and 2018, respectively.  

(2)   Nonparticipating perpetual royalty interests in approximately 84,934 gross royalty acres as of December 31, 2019 and 2018, respectively.

(3)   Royalty interests in approximately 3,074 net royalty acres and approximately 1,826 net royalty acres as of December 31, 2019 and 2018, 
respectively.

Real Estate and Royalty Interests Assigned Through the 1888 Declaration of Trust

Royalty Interests Transactions 







Fair Value Measurements

Level

Level

Level



As of December 31, 2019:

As of December 31, 2018:



The effect of the change in statutory income tax rate from 35% to 21% effective January 1, 2018 which was anticipated as of December 31, 2017.



Dividends

Repurchases of Sub-shares 



Revenues:

Net income:

Capital Expenditures:

Depreciation, depletion and amortization:

Assets:

Property, plant and equipment, net:



Dividends Declared

Acquisition of Land and Royal Interest
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Co-Chairman of the TrusteesTT *
Attorney at Law

Co-Chairman of the Trustees*TT
Consultant

General Agent, Secretary and Chief Executive Offf cer

General Agent and Chief Financial OfOff cer
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