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Report to Unit Owners:

For the second quarter of fiscal 2002 ended April
30, 2002, the Trust's net royalty income was
$4,492,298, 16.7% lower than the prior year's period.
This royalty income was derived from sales of gas, sul-
fur and ofl from the Trust's overriding royaity areas in
Germany during the first calendar quarter of 2002.
This level of income allowed a distribution of 50 cents
per unit payable on May 29, 2002 to holders of record
as of May 10, 2002. For the six month pericd, the
Trust's net royalty income was $9,035,143. This a
decrease of 22.7% from the prior year's period and
permitted total distributions of $1.01 per unit.

The amount of royalties paid to the Trust is based
on four primary factars: the amount of gas sold, the
price of that gas, the area from which the gas is sold
and the exchange rate. In the quarter just ended all of
these factors had a negative impact on Trust royalties.

Under the lower royalty rate agreement with BEB,
the joint venture between the German subsidiaries of
Exxon Mobil and the Royal Dutch Group, covering the
entire QOldenburg concession gas sales were 52.7 bil-
lion cubic feet ("Bef"), down 7.3% from 56.9 Bcf for the
second quarter of fiscal 2001. Under the higher royalty
rate agreement with the German subsidiary of Exxon
Mohit covering western Qldenburg, gas sales were
23.0 Bcf, down 10.7% from 25.8 Bcef for the second
quarter of fiscal 2001. The average gas price for gas
sold under the lower royalty rate agreement was
1.5107 Euro cents per Kilowatt hour {“Ecents/Kwh"),
down 9.1% from 1.6620 Ecents/Kwh the average for
the second quarter of fiscal 2001. The average price
for gas seld under the higher royalty rate agreement
was 1.3878 Ecents/Kwh, down 13.4% from 1.6016
Ecents/Kwh the average for the second quarter of fis-
cal 2001. Under the lower royalty rate agreement the
average value of the Euro based on the monthly trans-
fer of royaities to the U.S. was $0.8783, down 2.7%
from $0.8025 the average value for the second quarter
of fiscal 2001. Under the lower royalty rate agreement
the average value of the Euro based on the monthly
transfer of royalties to the U.S. was $0.8767, down
2.6% from $0.9004 the average value for the second
quarter of fiscal 2001. Converting the average gas
prices using the average exchange rates for the quar-
ter into more familiar terms yields an average gas price
under both the lower and higher royalty rate agree-
ments of $3.50 per thousand cubic feet.

The significance of changes in the exchange rate
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and the amount and price of gas sold from the
Oldenburg concession is shown through the impact on
Trust income that results from the application of the
particular royalty rate. Under the lower royalty rate
agreement the lower gas sales, prices and exchange
rate resulted in a 15.2% decline in royalties from gas
sales to $1,542,484 from $1,819,655 for the second
quarter of fiscal 2001. This 15.2% decline represented
a drop of $ 277,171 in royalties. Under the higher roy-
alty rate agreement from which the Trust derives the
bulk of its royalties, the concentration of reduction in
gas sales in the western area of Oldenburg along with
lower gas prices and a lower average exchange rate
resulted in a 24% decline in royalties from gas sales to
$3,218,343 from $4,234,465 for the second quarter of
fiscal 2001. This 24% decline represented a drop of
$1,016,122 in royalties. Because of the higher royalty
rate, changes in factors affecting the royalty calcula-
tion, whether positive or in this case negative, are mag-
nified.

REPORT ON DRILLING AND GEOFPHYSICAL WORK

The Trust’s consultant in Germany has provided a
translation and analysis of a report supplied by the
operating companies outlining the drilling and seismic
aclivity completed in 2001 and planned for 2002, As in
2001, there is no seismic field work planned for 2002.
The operating companies have planned a continuing
evaluation of previous seismic work including the appli-
cation of newly developed filter techniques as part of
this evaluation process. This laboratory work is neces-
sary as it forms the basis for all decisions with respect
to drilling as well as further seismic field work. It also
contributes directly to the operating companies’ high
success rate in their drilling program as well as to the
success in their efforts to maintain and extend the life
of the reserves. As a result of the analysis of earlier 2-
D seismic data, the operating companies have begun
the process of obtaining permits to conduct 3-D seis-
mic work in the Zwischenahn area. The 3-D seismic
studies provide a much clearer picture of possible gas
bearing zones for future development. The previous
work on evaluating the development prospects of the
very deep Carboniferous zone, which falls into the cat-
egory of long term projects, continues with further seis-
mic study reguired. However, in current drilling pro-
jects located outside the boundaries of the Oldenburg
concession the operating companies hope tc gain
experience in multi-lateral and multi-reservoir horizon-
tal wells at the extreme depths that wilt be required to

eventually exploit the gas reserves present in the
Carboniferous zone within the Oldenburg concession.

The two wells that had been planned for 2001
were postponed until 2002 partially due to complex
drilling problems that had to be resolved before
drilling commenced. Drilling on the horizontal produc-
fien well Doetlingen Z-13a commenced in January,
2002 and will be completed some time in May or June
with production scheduled to start in July. This well is
scheduled to be followed by a second horizontal pro-
duction well Hemmelte Z-8a that is planned to enter
production before the end of 2002. Cuirent plans
continue with the scheduled start and completion of
horizontal production well Goldenstedt Z-12a in 2003.

In addition to the ongoing drilling operations, the
operating companies are continuing with various
plans and operations to ensure a steady production of
gas from the Oldenburg concession.  Preparation
work on three future drilling projects, Kneheim Z2-5,
Sage Z-4 and Doetlingen-Ost Z-2, has been sched-
uled. Production wells Brinkholz Z-2 and Z-4 are
scheduled to be equipped with a joint dehydration unit
in July that will address continuing water problems
and permit an increase in their production capacity. A
short maintenance program for the Grossenkneten
desulfurization plant is scheduled for the May-June
period during which production will be reduced by
one-third.

Finally, despite the lower distributions paid out
during the first half of fiscal 2002 as compared fo the
prior year, the prospects for the remaining six months
are good. Qil prices have climbed into the middle $20
range and, while not as high as last year, should posi-
tively impact gas prices during the latter half of this
fiscal year as compared to their impact during the first
haif.

Respectfully submitted,

SHENELAN

John R. Van Kirk
Marnaging Director

May 14, 2002



