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The Annual Meeting of Unit Owners will be held on Thursday, February 9, 2006, at 1:30 P.M., in
Rooms 3 and 4, Ninth Floor, at the University Club, 1 West 54th Street,
New York City (northwest corner of 5th Avenue; entrance on 54th Street).
All unit owners are cordially invited to attend.

If you plan to attend the meeting, please note that The University Club has a dress code.
Gentlemen are required to wear a jacket and ladies are required to wear business attire.
The University Club does not make exceptions.
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NORTH EUROPEAN OIL ROYALTY TRUST

Report to Unit Owners:
FOURTH QUARTER 2005

Net income for the Trust for the fourth quarter of fiscal 2005 was $4,030,630, an increase of
36.0% from the fourth quarter of fiscal 2004. At this level of royalties the Trust was able to pay a
distribution of 42 cents per unit, nine cents higher than the distribution for the fourth quarter of fiscal
2004. The combination of higher gas prices under both royalty agreements and higher gas sales from
western Oldenburg offset the impact of an overall drop in gas sales and a lower average exchange
rate and resulted in the increase in net income. Under the higher royalty rate agreement with Mobil
Erdgas-Erdol GmbH (“Mobil Erdgas”) the German subsidiary of ExxonMobil Corp. covering western
Oldenburg, gas sales increased 13.7% from 12.95 billion cubic feet (“Bcf”) to 14.72 Bcf. Under this
same agreement average gas prices increased by 23.3%, from 1.2491 Euro cents per kilowatt hour
(“Ecents/Kwh”) to 1.5397 Ecents/Kwh. Under the agreement with Oldenburgische Erdolgesellschaft
("OEG") covering the entire Oldenburg concession, overall gas sales for the quarter decreased by
12.0% from 35.91 Bcf to 31.59 Bcf. Under the same agreement the average gas price increased
31.0%, from 1.2118 Ecents/Kwh to 1.5874 Ecents/Kwh. Based upon transfers during the quarter, the
Euro had an average dollar equivalent value of $1.2122, 2.6% lower than last year’s dollar equivalent
value of $1.2449.

FISCAL 2005 REPORT

In many ways fiscal 2005 was a bright year but also a year of recovery. Certainly the increase
in royalties paid to the Trust and the resulting larger distributions per unit were appreciated by unit
owners. The installation of the new compressors was completed and, once they began operating at
full capacity, they contributed significantly to the increase in western gas production and sales. The
new wells from the expanded drilling program began coming into production adding their output to the
total gas production and sales. The continuing high level of world oil prices supported a significant
increase in gas prices from the prior year. However, the continuing fall-off in gas sales and production
from eastern Oldenburg has not yet yielded to the efforts by ExxonMobil Production Deutschland
GmbH (“EMPG?”), the joint company established to carry out all exploration, drilling and production
activities in the royalty areas. This is the fourth year in a row where overall gas sales posted a decline
over the prior year. In addition, for the Trust’s fiscal year ended October 31, 2005, gas sales from
eastern Oldenburg posted declines in three out of the four quarters. While the royalties from gas
sales from eastern Oldenburg accounts for less than 16% of the overall royalties paid to the Trust,
gas sales from eastern Oldenburg accounted for over 57% of the overall gas sales from the entire
concession for fiscal 2005. It would appear that, at least partly in an effort to address this decline,
EMPG accelerated the drilling start of one eastern well from 2006 to late in 2005 and has scheduled
two additional new wells for 2006 in eastern Oldenburg. While these new wells will not have an
immediate impact, they will certainly help contribute to gas sales in the future.

Annual gas sales from the higher royalty rate area of western Oldenburg for fiscal 2005
increased 7.0% from 63.55 Bcf in fiscal 2004 to 68.02 Bcf. Annual gas sales for western Oldenburg in
the two prior years were 75.5 Bcf in fiscal 2003 and 87.5 Bcf in fiscal 2002. Total annual sales for gas
sold under the lower royalty rate agreement from both the eastern and western portions of the
Oldenburg concession declined 3.4% from 166.41 Bcf in fiscal 2004 to 160.76 Bcf. in fiscal 2005.
Annual gas sales for the entire concession for the two prior years were 189.46 Bcf in fiscal 2003 and
192.35 Bcf in fiscal 2002. The average yearly price for gas sold under the higher royalty rate
agreement increased 21.1% from 1.2038 Ecents/Kwh in fiscal 2004 to 1.4577 Ecents/Kwh in fiscal
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NORTH EUROPEAN OIL ROYALTY TRUST

2005. The average yearly price for gas sold under the lower royalty rate agreement throughout the
Oldenburg concession increased 25.2% from 1.2201 Ecents/Kwh in fiscal 2004 to 1.5272
Ecents/Kwh in fiscal 2005.

After reaching its highest point in value in relation to the U.S. dollar midway through the first
quarter of fiscal 2005, the Euro slid steadily downwards during the year. Based upon royalty transfers
during fiscal 2005, the Euro had an average dollar equivalent value of $1.2673, 3.6% higher than last
year’s dollar equivalent value of $1.2234.

EMPG submitted to the Trust its report of exploration and drilling activities for 2005 and its
plans for 2006. Of the five wells where drilling was begun in 2005, two wells, Goldenstedt Z-12a and
Hemmelte Z-5a, were completed and began production in mid to late September 2005. The three
remaining wells all located in eastern Oldenburg are in various stages. Doetlingen Ost Z-2 was
scheduled to complete drilling in mid November with production beginning in mid 2006. Oythe Z-3
began drilling in September 2005 but technical difficulties have delayed the efforts and drilling is not
expected to be completed until March 2006. Doetlingen Z-8a, a horizontal deviation off an existing
well, was pushed forward from 2006 and began drilling in December 2005 with an expected
completion date of March 2006. For 2006, the two new wells, Goldenstedt Z-7a and Varnhorn Z-7a,
are both located in eastern Oldenburg and are both horizontal deviations off existing wells. Only the
names and general areas for these two well are known at this point. Further details will be made
available when EMPG issues its updated report in the spring of 2006.

Based on the limited information available, Ralph E. Davis Associates, Inc., the Trust’s
petroleum consultants, have prepared and submitted their report on the Trust’s estimated remaining
net proved producing reserves as of October 1, 2005. (The complete text of the report is available in
the Trust’s 2005 10-K as Exhibit 99.1.) The report indicates that net Trust gas reserves increased by
3.93% from 36,631 million cubic feet (“MMcf”) to 38,074 MMcf on net sales for 2005 of 3,640 MMcf
and a positive reserve adjustment of 5,083 MMcf. Since the reserves in the Davis report are limited to
proved producing reserves, the steps by the operating companies outlined above with regard to
future drilling are not reflected in any way in the current level of reserves shown in the report.

Finally, please note that the information necessary to prepare your tax return, including the
2005 cost depletion percentage of 8.6660%, is contained in the removable "Note to Unit Owners" on
Pages 25 and 26 of this report.

Respectfully submitted,

December 30, 2005 é;j 67\ QJ)\ 3’2»\9\

John R. Van Kirk
Managing Director



Loy L €6E‘L 0SE‘L G621 Al
089888 LY 1E€6'8 LY 168 0LE‘cE6's 9/8'081°6
9v'2$ 63 L$ G613 09°'L$ v2'2$
o'2$ 68°1$ G6'1$ 6S° LS 22es
00 00 00 Ko} {0}
L¥'2$ 68 L$ G613 09°'L$ 022$
$28'906° 123 9//°G8891% 6GE'86E /1S 8G9°/0€V 1S ¥18'222'02$
(LEL'Y89 ) (689019 ) (es1208 ) (Les'szs ) (8.6126 )
GOE‘LEL 19609 LIV LE 0,612 €GE'6S
0£9'€SY'22$ Y0S‘SEV LS GE0'6918LS 602°190°G1L$ 6€£0°G80°12$
— 100C — 200 —€00C — v00Cc — g00¢

SJBUMO Jlun palalsibay
pouad jo pus Buipuelsino syun

(g ©10N) sioumo
1un o} pred aq 0} 1o
pred uun Jad uonnguisiq

SJOUMO Jlun pajedojun

Apawiioy 01 pred yun uad
suonnquisip pue spusplAiQ

siseq yseo
B U0 1un Jad awooul 18N

SISeq YsSed e uo awodul 19N
sosuadxe 1sni|
aWooUI 1Sa4a)U|

paAlaoal saljeAos uewlar)

LE 19¢0190 papus Siea) 104

(siseg yseD) ejeQ |ejoueuld pajoalas

1SNY.l ALTVAOY 110 Nv3d0dN3 HLHON

1sni] Ajeloy 110 ueadoing yjioN



NORTH EUROPEAN OIL ROYALTY TRUST

Description of Trust Assets

The properties of the Trust, which the Trust and Trustees hold pursuant to the Trust Agreement
on behalf of the unit owners, are overriding royalty rights on sales of gas, sulfur and oil under certain
concessions or leases in the Federal Republic of Germany. The actual leases or concessions are held
either by Mobil Erdgas-Erdol GmbH (“Mobil Erdgas”), a German operating subsidiary of the
ExxonMobil Corp., or by Oldenburgische Erdolgesellschaft (“OEG”). As a result of direct and indirect
ownership, ExxonMobil Corp. owns two-thirds of OEG and the Royal Dutch/Shell Group of Companies
owns one-third of OEG. The Oldenburg concession (1,398,000 acres), covering virtually the entire
former State of Oldenburg and located in the federal state of Lower Saxony, is the major source of
royalty income for the Trust. In 2002 Mobil Erdgas and BEB Erdgas und Erdol GmbH (“BEB”), a joint
venture of ExxonMobil Corp. and the Royal Dutch/Shell Group, formed a company ExxonMobil
Production Deutschland GmbH ("EMPG") to carry out all exploration, drilling and production activities.
All sales activities are still handled by either Mobil Erdgas or BEB.

Under one series of rights covering the western part of the Oldenburg concession
(approximately 662,000 acres), the Trust receives a royalty payment of 4% on gross receipts from sales
by Mobil Erdgas of gas well gas, oil well gas, crude oil and condensate. Under the royalty agreement
with Mobil Erdgas there is no deduction of costs prior to the calculation of royalties from gas well gas
and oil well gas, which together account for approximately 99% of all the royalties under said
agreement. The Trust is also entitled to receive from Mobil Erdgas a 2% royalty on gross receipts of
sales of sulfur obtained as a by-product of sour gas produced from the western part of Oldenburg. The
payment of the sulfur royalty is conditioned upon sales by Mobil Erdgas of sulfur at a selling price
above an agreed upon base price. This base price is adjusted annually by an inflation index. When the
average selling price falls below the adjusted base price, no royalties are payable. No payments were
received from the sale of sulfur under this agreement during fiscal 2005.

Under another series of rights covering the entire Oldenburg concession and pursuant to an
agreement with OEG (the “OEG Agreement”), the Trust receives royalties at the rate of 0.6667% on
gross receipts from sales of gas well gas, oil well gas, crude oil, condensate and sulfur (removed
during the processing of sour gas) less a certain allowed deduction of costs. Under the agreement
previously reached with OEG, 50% of the field handling, treatment and transportation costs as reported
for state royalty purposes are deducted from the gross sales receipts prior to the calculation of the
royalty to be paid to the Trust. Based on the limited audit access available to the Trust and the financial
information provided by the operating companies, the Trust's management has not seen a material
change in the amount of the Trust's royalty receipts as a result of the application of this computation
system.

The Trust also holds through Mobil Erdgas a 2% royalty interest in oil and gas sales from
acreage in Bavaria, and a 0.2117% royalty under the net interest of the Bayerische Mineral Industries
A.G. (“BMI"), a subsidiary of Mobil Erdgas, in concessions in Bavaria. The net interest of BMI ranges
from 16-1/2 to 100% of the sales, depending on the geographic region or area. Due to the absence of
royalty income under this agreement, reserves from this area in Bavaria are not included in reserve
calculations for this report year. While both Mobil Erdgas and BMI have suspended production in their
concessions in Bavaria, the concessions remain open.



NORTH EUROPEAN OIL ROYALTY TRUST

Description of Trust Assets (continued)

In addition to the areas of Oldenburg and Bavaria, the Trust also holds overriding royalties on a
number of leases in other areas of northwest Germany ranging in size from 185 to 25,000 acres and
totaling 73,214 acres. The rates of overriding royalties vary from 1.83% to 6.75%. At the present time
all but one of these leases are in the non-producing category. Due to the low level of income and the
intermittent gas production from the single producing lease, reserves from this lease are not included
in reserve calculations for this report year. During the 2004 fiscal year, the Trust received notification
that the operating companies intended to surrender their rights to three minor non-productive leases.
Early in fiscal 2006 an additional two leases were added to the list of non-productive leases that the
operating companies intended to surrender. The Trust continues to review its options with regard to
all these leases. However, due to the size of the areas covered by the leases and the lack of any
current production or probable hydrocarbon potential, the surrendering of these rights is not expected
to have a significant impact on the Trust or its royalty receipts.

Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Executive Summary

The Trust is a passive fixed investment trust which holds overriding royalty rights, receives
income under those rights from certain operating companies, pays its expenses and distributes the
remaining net funds to its unit owners. The Trust is not involved in any business or extractive operations
of any kind in the areas over which it holds royalty rights and is precluded from any such involvement by
the Trust Agreement. There are no requirements, therefore, for capital resources with which to make
capital expenditures or investments in order to continue the receipt of royalty revenues by the Trust.

The operating companies, subsidiaries of ExxonMobil Corp. and the Royal Dutch/Shell Group,
pay monthly royalties to the Trust based on their sales of natural gas, sulfur and oil. The Oldenburg
concession is the primary area from which these products are extracted and provides nearly 100% of all
the royalties received by the Trust. Of these three products, natural gas provides approximately 98% of
the total royalties. The gas is sold to various distributors under long term contracts which delineate,
among other provisions, the timing, manner, volume and price of the gas sold. The pricing mechanisms
contained in these contracts include a delay factor of three to six months and use the price of light
heating oil in Germany as one of the primary pricing components. Since Germany must import a large
percentage of its energy requirements, the U.S. dollar price of oil on the international market has a
significant, although delayed, impact on the price of gas. A strong Euro would tend to reduce the cost of
oil being imported into Germany and likely result in a lower price for light heating oil and a reduction in
the amount of royalties paid to the Trust in Germany. However, a strong Euro would also result in an
increase in the amount of royalties received when the royalties, originally received in Euros, are
converted into dollars and transferred to the Trust’s bank account in the U.S. A weak Euro would have
the opposite effect. However, it is important to note that the price of imported oil and the Euro/dollar
relationship are only two of the numerous factors that can affect the price of light heating oil.

The Trust does not conduct any active business operations and has only limited need of funds for
its own administrative services. These funds are used to pay Trustees’ fees (computed under the Trust
Agreement and based upon a percentage of royalties and interest income received), the remuneration
fixed by the Trustees for the Managing Trustee, the Managing Director and the Audit Committee
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NORTH EUROPEAN OIL ROYALTY TRUST

Executive Summary (continued)

Chairman, expenses associated with the Trustees’ meetings, professional fees paid to consultants, legal
advisors and auditors, transfer agent fees, and secretarial and other general office expenses.

Another requirement for funds by the Trust relates to the occasional necessity of making lump
sum payments of arrearages of dividends of a corporate predecessor and distributions previously
declared by the Trust. The payment of such arrearages would require a reduction in the amount of
distributions which otherwise would be made on presently outstanding units. For further information
on this contingent liability and the impact of the Delaware Court order see Note 3 to Financial
Statements contained in Item 8 of this Report.

The Trust has no means of ensuring continued income from overriding royalty rights at their
present level or otherwise. Economic and political factors which are not foreseeable may have an
impact on Trust income. The effect of changing economic conditions on the demand for energy
throughout the world and future prices of oil and gas cannot be accurately projected. The Trust’s
current consultant in Germany provides general information to the Trust on the German and
European economies and energy markets. This information provides a context in which to evaluate
the actions of the operating companies. In his position as consultant he receives reports from the
operating companies with respect to current and planned drilling and exploration efforts. However, the
unified exploration and production venture, EMPG, which provides the reports to the Trust’s
consultant, continues to limit the information flow to that which is required by German law.

The relatively small amounts required for administrative expenses of the Trust limit the possible
effect of inflation on its financial prospects. Continued price inflation would be reflected in sales
prices, which with sales volumes form the basis on which the royalties paid to the Trust are
computed. In addition, fluctuations in the Euro/dollar exchange rate have an impact on domestic
energy prices within Germany and on the amount of dollars received by the Trust upon conversion.
The impact of inflation or deflation on energy prices in Germany is delayed by the use in certain long-
term gas sales contracts of a deferred “trailing average” related to light fuel oil prices.

Results: Fiscal 2005 versus Fiscal 2004

For fiscal 2005 the Trust’s gross royalty income increased 40% from $15,061,209 to
$21,085,069. Increases in gas prices under both the higher and lower royalty rate agreements, higher
gas sales from the higher royalty rate area of western Oldenburg and a higher average value for the
Euro resulted in the higher royalty income and, as a result, higher distributions. The only negative
factor impacting royalty income was lower gas sales from eastern Oldenburg.

Under the higher royalty rate agreement with Mobil Erdgas covering western Oldenburg, gas
sales increased 7% from 63.55 Billion cubic feet (“Bcf”) in fiscal 2004 to 68.02 Bcf in fiscal 2005. Gas
sales strengthened each quarter throughout fiscal 2005 until the final quarter when maintenance
work at the desulfurization plant slowed production. A comparison to the prior year gas sales for the
first through fourth quarters of fiscal 2005 showed changes of -4.6%, -1.3%, +20.9% and +13.7%,
respectively. The Trust’s management believes that this turnaround is at least partially the result of
the new compressors that came on line in late 2004 and the new western wells completed in 2004.
Average gas prices for gas sold from this royalty area increased 21.1% from 1.2038 Euro cents per
kilowatt hour (“Ecents/Kwh”) in fiscal 2004 to 1.4577 Ecents/Kwh in fiscal 2005. For fiscal 2005 the
average gas price for each quarter posted an increase over the prior year’s corresponding quarter.



NORTH EUROPEAN OIL ROYALTY TRUST

Results: Fiscal 2005 versus Fiscal 2004 (continued)

Under the lower royalty rate agreement with BEB covering the entire Oldenburg concession,
gas sales declined 3.4% from 166.41 Bcf in fiscal 2004 to 160.76 Bcf in fiscal 2005. A comparison to
the prior year gas sales for the first through fourth quarters of fiscal 2005 showed changes of -5.1%, -
5.1%, +8.7% and -12.0%, respectively. Average gas prices for gas sold from this royalty area
increased 25.2% from 1.2201 Ecents/Kwh in fiscal 2004 to 1.5272 Ecents/Kwh in fiscal 2005. For
fiscal 2005 the average gas price for each quarter posted an increase over the prior year’s
corresponding quarter.

From its high point in November 2004, the Euro steadily declined throughout fiscal 2005 in
relation to the dollar. Using the cumulative transfer of royalties from Germany to the U.S. to generate
an average value for the Euro, there was a 3.6% increase in the average value from $1.2234 for fiscal
2004 to $1.2673 for fiscal 2005.

Interest income for fiscal 2005 was higher due to the combination of rising interest rates and
increased funds available for investment. Trust expenses increased 18.8% from $775,521 in fiscal
2004 to $921,578 in fiscal 2005. A number of expense items not part of the normal yearly Trust
expenses were incurred this year. The expenses associated with the biennial examination of the
operating companies in Germany to confirm the accuracy of the royalty payments added $25,874 to
the expense total. Payment of a portion of the fees of the Trust’s German consultant was made early
in fiscal 2005, which added $50,664 to the expense total. The resolution of the Trust’s contingent
liability resulted in additional legal expenses compared to fiscal 2004.

The operating companies provide reports to the Trust’s German consultant detailing their
plans for exploration and drilling for the upcoming calendar year and the results of that program for
the current calendar year. The Trust’s consultant has extracted the following information from those
reports. The operating companies’ expanded drilling program continued throughout 2005.
Goldenstedt Z-12a was successfully completed in March 2005 with a horizontal deviation of 3,117
feet. After construction of production facilities was completed, production began in October 2005.
Hemmelte Z-5a, this year’s one western well, was completed in mid June 2005 but due to geological
constraints did not fully penetrate the total reservoir section as originally planned. This would appear
to have had an impact of the well’s productivity. However, following the completion of the production
facilities, production began in October 2005. Doetlingen Ost Z-2, an exploratory well, began drilling in
June 2005. Intended to penetrate to a total depth of 16,000 feet with a horizontal deviation of 1,310
feet, the drilling encountered massive technical problems which delayed completion of the well until
mid November 2005. While no production tests were carried out, numerous gas “shows” occurred
during the drilling and well logging confirmed a gas discovery. Once production facilities are
completed, production is expected to begin in the middle of 2006. Oythe Z-3 was a new vertical well
planned to replace Oythe Z-2, which suffered a casing collapse. Drilling began in September 2005
but significant technical difficulties forced the operators to plug the initial drilling with cement and re-
drill. Now designated Oythe Z-3a, the well is scheduled for completion in March 2006. A new well,
Doetlingen Z-8a, originally scheduled for 2006 has been pushed forward to December 2005 with an
expected completion of March 2006. This well is planned as a horizontal deviation of approximately
980 feet. For 2006, two new wells, Goldenstedt Z-7a and Varnhorn Z-7a, are planned. Both are
horizontal deviations from existing wells located in eastern Oldenburg.
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Results: Fiscal 2004 versus Fiscal 2003

For fiscal 2004 the Trust’s gross royalty income decreased 17.1% from $18,169,035 to
$15,061,209. The decline in gas sales and the drop in gas prices combined to push royalty income
lower. The increase in the average value of the Euro contributed to the drop in gas prices but helped
offset the decline in royalties by increasing the amount of dollars received when the royalties were
transferred to the U.S.

Under the higher royalty rate agreement with Mobil Erdgas covering western Oldenburg, gas
sales declined 15.9% from 75.54 Bcf in fiscal 2003 to 63.55 Bcf in fiscal 2004. In comparison to the
prior year’'s equivalent quarter, each quarter showed a decline. With the exception of the first quarter
of fiscal 2004, gas sales for each quarter showed a drop from those of the immediately preceding
quarter. The drop in reservoir pressure that continued throughout the year was not addressed until
the month of October when the new compressors came on line and was not fully addressed until the
completion of some remaining minor construction work. Average gas prices for gas sold from this
royalty area declined 15.1% from 1.4175 Ecents/Kwh in fiscal 2003 to 1.2038 Ecents/Kwh in fiscal
2004.

Under the lower royalty rate agreement with BEB covering the entire Oldenburg concession,
gas sales declined 12.2% from 189.46 Bcf in fiscal 2003 to 166.41 Bcf in fiscal 2004. The overall gas
sales showed the same pattern as gas sales from western Oldenburg in comparison to the prior year
and the immediately preceding quarter. Average gas prices for gas sold from this royalty area
declined 6.4% from 1.3033 Ecents/Kwh in fiscal 2003 to 1.2201 Ecents/Kwh in fiscal 2004.

The Euro continued its strong performance against the dollar throughout fiscal 2004 and in late
November reached its highest point yet at a dollar equivalent value of $1.3294. Using the cumulative
transfer of royalties from Germany to the U.S. to generate an average value for the Euro, there was
an 11.5% increase in the average value from $1.0971 for fiscal 2003 to $1.2234 for fiscal 2004.

Interest income for fiscal 2004 was lower due to the low interest rates that remained in effect
and the reduced funds available for investment. Trust expenses decreased 3.3% from $802,153 in
fiscal 2003 to $775,521 in fiscal 2004. The absence of expenses associated with the biennial
examination of the operating companies in Germany to confirm the accuracy of the royalty payments
resulted in the lower level of expenses.

The operating companies provide reports to the Trust's German consultant detailing their plans for
exploration and drilling for the upcoming calendar year and the results of that program for the current
calendar year. The Trust’s consultant has extracted the following information from those reports. The
operating companies were involved in a construction and drilling program throughout 2004 in an effort to
increase gas production and sales. The two new compressor units completed a four week testing period
at the end of September, 2004 and since then have been in full operation. Initially some remaining
construction work limited production levels to a rate of 54 million cubic feet per day (“ft/d”). When all
construction was completed, this production figure rose to the expected levels of 71 million ft/d.

The operating companies pursued an expanded drilling program during 2004. Kneheim Z-5, a
production well located in western Oldenburg, began production in mid September. Hemmelte Z-8a,
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Results: Fiscal 2004 versus Fiscal 2003 (continued)

a horizontal deviation off an existing western production well, began production in mid October. The
deviation presented particular difficulties that were successfully addressed. Goldenstedt Z-18a, a
horizontal deviation off an existing production well in eastern Oldenburg, had been completed with
production beginning in March 2005. Using a high tech geo-steering procedure the operators were
able to extend the horizontal deviation approximately 2,140 feet in length. Sage Z-4, an exploratory
well located in eastern Oldenburg, has been completed. Preliminary indications are that this well
may have tapped a separate geological block but final confirmation will not be possible until the
second half of 2006. Construction of a new gas treatment plant and a field pipeline was necessary
but production finally began in May 2005.

The operating companies indicated that they will continue their expanded drilling program into
2005 with four additional wells planned. Two horizontal deviations off existing wells were planned.
The eastern well, Goldenstedt Z-12a, began drilling in mid December 2004 and was successfully
completed in March 2005. The western well, Hemmelte Z-5a, began drilling in April 2005 and was
successfully completed in June 2005. A new production well in eastern Oldenburg, Oythe Z-3, to
replace an existing well that suffered a casing collapse, was scheduled for a drilling start in
September 2005. Technical difficulties have delayed its completion until March 2006. A new
exploratory well in eastern Oldenburg, Doetlingen Ost Z-2, was scheduled for a drilling start in June
2005 and was successfully completed in mid November 2005. This well was targeted to test a new
geological reservoir.
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Critical Accounting Policies

The financial statements, appearing subsequently in this Report, present financial statement
balances and financial results on a cash basis of accounting, which is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States (“GAAP basis”).
Cash basis accounting is an accepted accounting method for royalty trusts such as the Trust. Cash
basis financial statements disclose revenue when cash is received and expenses when cash is paid.
GAAP basis financial statements disclose income as earned and expenses as incurred, without
regard to receipts or payments. The sole exception to the use of the cash basis of accounting is the
accrual for distributions to be paid to unit owners (those distributions approved by the Trustees for the
Trust). The Trust's distributable income represents royalty income received by the Trust during the
period plus interest income less any expenses incurred by the Trust, all on a cash basis. In the
opinion of the Trustees, the use of the cash basis provides a more meaningful presentation to unit
owners of the results of operations of the Trust and presents to the unit owners a more accurate
calculation of income and expenses for tax reporting purposes.

This report contains forward looking statements concerning the business, the financial
performance and the financial condition of the Trust. Many of these statements are based on
information provided to the Trust by the operating companies or by consultants using public
information sources. These statements are subject to certain risks and uncertainties that could cause
actual results to differ materially from those anticipated in any forward looking statements. These
include uncertainties concerning levels of gas production and gas sale prices, general economic
conditions and currency exchange rates. Actual results and events may vary significantly from those
discussed in the forward looking statements.
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Distributions and Trading

The Trust’s units of beneficial interest are traded on the New York Stock Exchange (the
"NYSE") under the symbol NRT. Under the Trust Agreement the Trustees distribute to unit owners, on
a quarterly basis, the net royalty income after deducting expenses and reserving limited funds for
anticipated administrative expenses. The following table presents the high and low closing prices for
the quarterly periods ended in fiscal 2005 and 2004 as reported by the NYSE as well as the cash
distributions paid to unit owners by quarter for the past two fiscal years.

Fiscal Year 2005

Low High Distribution
Quarter Ended Closing Price Closing Price Per Unit
January 31, 2005 $21.80 $23.90 $0.54
April 30, 2005 $23.55 $27.05 $0.69
July 31, 2005 $26.25 $31.10 $0.57
October 31, 2005 $27.20 $34.25 $0.42

Fiscal Year 2004

Low High Distribution
Quarter Ended Closing Price Closing Price Per Unit
January 31, 2004 $22.51 $25.99 $0.46
April 30, 2004 $23.15 $25.40 $0.43
July 31, 2004 $20.71 $25.20 $0.37
October 31, 2004 $21.51 $24.63 $0.33

The quarterly distributions to unit owners represent their undivided interest in royalty payments
from sales of gas, sulfur and oil during the previous quarter. Each unit owner is entitled to recover a
portion of his or her investment in these royalty rights through a cost depletion percentage. The cost
depletion percentage recommended by the Trust’s independent petroleum and natural gas
consultants for calendar 2005 is 8.6660%. Specific details relative to the Trust’s income and
expenses and cost depletion percentage as they apply to the calculation of taxable income for the
2005 calendar year are included on a special removable “Note to Unit Owners” on pages 25 and 26.
The tax reporting information for 2005 is also available on the Trust website, www.neort.com

The Trust maintains no reserve to cover any payments which might be required if the holders
of shares of stock of the predecessor Corporation or Company, who have not yet exchanged those
shares for units, should surrender them for exchange. See Note 3 to the Financial Statements.

The number of holders of record as of November 30, 2005 was 1,249. The calculation of the
number of record holders does not include the owners of shares of stock in either of the Trust's
corporate predecessors which have not been exchanged for units in the Trust (a total of 28 record
holders).
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NORTH EUROPEAN OIL ROYALTY TRUST

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Trustees and Unit Owners of North European Oil Royalty Trust:

We have audited the accompanying statements of assets, liabilities and trust corpus arising from
cash transactions of North European Qil Royalty Trust as of October 31, 2005 and 2004, and the
related statements of revenue collected and expenses paid, undistributed earnings and changes in
cash and cash equivalents for each of the three years in the period ended October 31, 2005. These
financial statements are the responsibility of the Trust's management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As described in Note 1, these financial statements have been prepared on the cash basis of
accounting, which is a comprehensive basis of accounting other than U.S. generally accepted
accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
assets, liabilities and trust corpus arising from cash transactions of North European Oil Royalty Trust
at October 31, 2005 and 2004, its revenue collected and expenses paid, its undistributed earnings
and changes in its cash and cash equivalents for each of the three years in the period ended October
31, 2005, on the basis of accounting described in Note 1.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the effectiveness of North European Oil Royalty Trust’s internal control over
financial reporting as of October 31, 2005, based on criteria established in Internal Control-Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and
our report dated December 7, 2005 expressed an unqualified opinion thereon.

/s/Ernst & Young LLP

New York, NY
December 7, 2005
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NORTH EUROPEAN OIL ROYALTY TRUST

NOTES TO FINANCIAL STATEMENTS
October 31, 2005, 2004, and 2003

(1) Summary of significant accounting policies:
Basis of accounting -

The accompanying financial statements present financial statement balances and financial
results on a cash basis of accounting, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States ("GAAP basis"). Cash basis financial
statements disclose revenue when cash is received and expenses when cash is paid. GAAP basis
financial statements disclose income as earned and expenses as incurred, without regard to receipts
or payments. The sole exception to the use of the cash basis of accounting is the accrual for
distributions to be paid to unit owners (those distributions approved by the Trustees for the Trust). The
Trust’s distributable income represents royalty income received by the Trust during the period plus
interest income less any expenses incurred by the Trust, all on a cash basis. In the opinion of the
Trustees, the use of the cash basis provides a more meaningful presentation to unit owners of the
results of operations of the Trust.

Producing gas and oil royalty rights -

The rights to certain gas and oil royalties in Germany were transferred to the Trust at their net
book value by North European Oil Company (the “Company”) (see Note 2). The net book value of the
royalty rights has been reduced to one dollar ($1) in view of the fact that the remaining net book value
of royalty rights is de minimis relative to annual royalties received and distributed by the Trust and
does not bear any meaningful relationship to the fair value of such rights or the actual amount of
proved producing reserves.

Federal income taxes -

The Trust, as a grantor trust, is exempt from federal income taxes under a private letter ruling
issued by the Internal Revenue Service.

Cash and cash equivalents -

Included in cash and cash equivalents are amounts deposited in bank accounts and amounts
invested in certificates of deposit and U. S. Treasury bills with maturities of three months or less from
the date of purchase.

Net income per unit on the cash basis -

Net income per unit on the cash basis is based upon the number of units outstanding at the
end of the period (see Note 3). As of October 31, 2005, 2004 and 2003, there were 9,180,876,
8,933,310, and 8,931,414 units of beneficial interest outstanding, respectively.
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NORTH EUROPEAN OIL ROYALTY TRUST

(2) Formation of the Trust:

The Trust was formed on September 10, 1975. As of September 30, 1975, the Company was
liquidated and the remaining assets and liabilities of the Company, including its royalty rights, were
transferred to the Trust. The Trust, on behalf of the owners of beneficial interest in the Trust, holds
overriding royalty rights covering gas and oil production in certain concessions or leases in the
Federal Republic of Germany. These rights are held under contracts with local German exploration
and development subsidiaries of ExxonMobil Corp. and the Royal Dutch/Shell Group. Under these
contracts the Trust receives various percentage royalties on the proceeds of the sales of certain
products from the areas involved. At the present time, royalties are received for sales of gas well gas,
oil well gas, crude oil, distillate and sulfur.

(3) Contingent liability:

Since its inception in 1975, the Trust has served as fiduciary for certain unlocated or unknown
shareholders of North European Oil Corporation (the “Corporation”) and North European QOil
Company, corporate predecessors of the Trust. Pursuant to an order of the Delaware Court of
Chancery dated February 26, 1996 (the “Chancery Court Order”), from and after July 1, 2005, the
Trust has no further obligation to make payments of dividends or distributions attributable to any
unexchanged Corporate and Company shares.

From the liquidation of the Company to October 31, 2004, 723,260 Trust units were issued in
exchange for Corporate and Company shares and dividends of $355,166 and distributions of
$4,319,084 were paid to formerly unlocated Corporation and Company shareholders. For the year
ended October 31, 2005, 3,351 units of beneficial interest were issued in exchanges and $1,869 in
dividends and $153,287 in distributions were paid to formerly unlocated Corporation and Company
shareholders. There is one claim pending and in process that was instituted prior to the June 30,
2005 expiration date specified in the Chancery Court Order, which, if satisfactorily documented,
would require the issuance of an additional 3,150 Trust units and the payment of approximately
$150,000 in dividend and distribution arrearages when resolved at a future date.

Pursuant to the Chancery Court Order, the Trust had previously entered into agreements with
the Delaware State Escheator and with the New York Administrator of Unclaimed Property. Pursuant
to this Order and prior to June 30, 2005, the Trust made a final issuance of 190,116 and 44,565 Trust
units to the states of Delaware and New York, respectively. As of October 31, 2005, there are a total
of 9,714 units (including the 3,150 units for the one uncompleted claim still in process) that remain
unclaimed and will be subject to escheat to various states prior to the end of fiscal 2006. Under the
Chancery Court Order and with the exception of the one claim still in process, no payment of
arrearages will be made for such units.

(4) Related Party Transactions:
John R. Van Kirk, the Managing Director of the Trust, provides office space and office services
to the Trust at cost. During fiscal 2005, the Trust reimbursed him a total of $18,015 for such office

space and office services.
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NORTH EUROPEAN OIL ROYALTY TRUST

Disclosure Controls and Procedures

As of the end of the period covered by this report, an evaluation was carried out, under the
supervision and with the participation of the Trust's management, which consists of the Managing
Trustee and the Managing Director, of the effectiveness of the design and operation of the Trust's
disclosure controls and procedures pursuant to Rule 13a-15 of the Securities Exchange Act of 1934.
Based upon that evaluation, the Managing Trustee and the Managing Director concluded that the
Trust's disclosure controls and procedures were effective, in all material respects, with respect to the
recording, processing, summarizing and reporting, within the time periods specified in the Securities
and Exchange Commission's rules and forms, of information required to be disclosed by the Trust's
management in the reports that are filed or submitted under the Exchange Act.

Internal Control Over Financial Reporting

Part A. Management’s Report on Internal Control over Financial Reporting

The Trust’'s management is responsible for establishing and maintaining adequate internal
control over financial reporting (as such term is defined in Exchange Act Rule 13a-15(f)) for the Trust.
There are inherent limitations in the effectiveness of any internal control, including the possibility of
human error and the circumvention or overriding of controls. Accordingly, even effective internal
controls can provide only reasonable assurance with respect to financial statement preparation.
Further, because of changes in conditions, the effectiveness of internal control may vary over time.
Management has evaluated the Trust’s internal control over financial reporting as of October 31,
2005. This assessment was based on criteria for effective internal control over financial reporting
described in the standards promulgated by PCAOB and in the Internal Control-Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on this
evaluation, our management concluded that our internal control over financial reporting was effective
as of October 31, 2005. Our management’s assessment of the effectiveness of our internal control
over financial reporting as of October 31, 2005 has been audited by Ernst & Young LLP, the Trust’s
independent auditors, as stated in their report which appears below.

Part B. Attestation Report of Independent Registered Public Accounting Firm

Report of Independent Registered Public Accounting Firm on
Internal Control over Financial Reporting

To the Board of Trustees and Unit Owners of
North European Oil Royalty Trust

We have audited management’s assessment, included in the accompanying Management’s Report
on Internal Control Over Financial Reporting, that North European Oil Royalty Trust (the “Trust”)
maintained effective internal control over financial reporting as of October 31, 2005, based on criteria
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (the COSO criteria). The Trust's management is
responsible for maintaining effective internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting. Our responsibility is to express an
opinion on management’s assessment and an opinion on the effectiveness of the Trust’s internal
control over financial reporting based on our audit.
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We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of internal control
over financial reporting, evaluating management’s assessment, testing and evaluating the design and
operating effectiveness of internal control, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basi