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Report to Unit Owners:

For the second quarter of fiscal 2006, the
Trust’s net income was $8,062,442, a 31.4%
increase over net income for the prior year's period.
This income was derived from sales of gas, sulfur
and oil from the Trust's overriding royalty areas in
Germany during the first calendar quarter of 2006.
The Trustees have announced a distribution of 88
cents per unit payable on May 31, 2006 to owners
of record as of May 12, 2006. For the six month
period, the Trust’s net income was $16,007,051, an
increase of 45.9% from the net income for last
year’s equivalent period. For the six month period
ended April 30, 2006 total distributions were equal
to $1.73 per unit.

The amount of royalties paid to the Trust is
based on four primary factors: the amount of gas
sold, the price of that gas, the area from which the
gas is sold and the exchange rate. For the second
quarter of fiscal 2006 a combination of higher gas
prices and higher gas sales under both the higher
and lower royalty rate agreements easily offset the
slight decline in average exchange rates and
resulted in the higher distribution payable.

For the quarter just ended, under the higher
percentage royalty rate agreement covering the
western portion of the Oldenburg concession, gas
sales increased 7.8% from 17.639 billion cubic feet
(“Bcf”) to 19.016 Bcf. Under the same agreement
the average gas price increased 49.1% from 1.5258
Eurocents/Kwh (“Ecents/Kwh”) to 2.2743
Ecents/Kwh. For the quarter just ended, under the
lower percentage royalty rate agreement covering
the entire Oldenburg concession, gas sales
increased 8.7% from 43.045 Bcf to 46.775 Bcf.
Under the same agreement the average gas price
increased 44.1% from 1.6018 Ecents/Kwh to 2.3088
Ecents/Kwh.

Under the higher percentage royalty rate
agreement, the average value of the Euro based on
the monthly transfer of royalties to the United States
for the quarter just ended was $1.2097, a decrease
of 7.2% from $1.3029, the average value for the
second quarter of fiscal 2005. Under the lower
percentage royalty rate agreement, the average

value of the Euro based on the monthly transfer of
royalties to the United States during the quarter just
ended was $1.2108, a decrease of 6.9% from
$1.3012, the average value for the second quarter
of fiscal 2005. Converting the average gas prices
using the average exchange rates for the quarter
into more familiar terms yields an average gas price
under the higher and lower percentage royalty rate
agreements of $7.91 and $7.84 per thousand cubic
feet (“Mcf”), respectively, compared to $5.72/Mcf
and $5.86/Mcf, respectively, for the second quarter
of fiscal 2005.

REPORT ON DRILLING
AND GEOPHYSICAL WORK

The Trust’s German consultant, Alfred Stachel,
met with representatives of the operating companies
to inquire about planned and proposed drilling and
geophysical work for 2006 and 2007 and other
general matters. The following is a summary of Mr.
Stachel’s account of the operating companies’
responses to his inquiries. The Trust is not able to
confirm the accuracy of any of these findings or
responses. In addition, the operating companies are
not obligated to take any of the actions outlined and,
if they change their plans with respect to any such
actions, they are not obligated to inform the Trust.

The Grossenkneten desulfurization plant is
scheduled to undergo maintenance during the
period from June 15 to July 10, 2006. During this
period the operating companies expect a 20%
reduction in capacity.

The operating companies reported to Mr.
Stachel that the expanded drilling program is being
continued with four wells (all located in eastern
Oldenburg) planned for calendar 2006. Oythe A-3a,
a horizontal deviation, was drilled to exploit the tight
Carboniferous gas zone. The Carboniferous zone is
a sweet gas zone located below the Zechstein (sour
gas) zone. Drilling was completed in February 2006
and the well is currently undergoing fracturing
treatments to increase productivity. Actual
production is scheduled to start in June 2006.
Doetlingen Z-8a, a horizontal deviation, was
completed in February 2006 and is scheduled to

enter production in June 2006. The horizontal
deviation Goldenstadt Z-10a was cancelled but
Goldenstadt Z-7a will replace it. This well and
another, Varnhorn Z-7a, are also horizontal
deviations and are intended to exploit the
Carboniferous zone. Drilling for these two wells is
not scheduled to begin until the fourth quarter of
calendar 2006. In conjunction with the ongoing and
extensive evaluation of the Carboniferous zone, the
actual experience gained by the operating
companies from the exploitation of this zone should
permit them to fine-tune the drilling and fracturing
methods to derive the greatest benefit. Additionally,
an analysis of the correspondence between the
results from current drilling efforts and the
interpretation of seismic data that lead to that
drilling, should allow better interpretation of the
seismic data from other areas. The processing and
interpretation of earlier seismic work covering the
Quadmoor, Rechterfeld, Sagermeer and
Goldenstedt fields is continuing. This work provides
detailed information regarding depth and direction to
fully exploit available reserves within these fields
through further drilling, both infill and horizontal.

Preliminary well planning has begun for four
drilling projects scheduled for 2007. Hemmelte NW
Z-1, an exploratory well, is the only well planned for
the western half of Oldenburg. Quadmoor Z-5 is an
infill well intended to exploit the sour gas bearing
Zechstein zone within an existing field. Goldenstedt
Z-20a, a horizontal deviation, replaces the
previously cancelled Goldenstedt Z-10a and will
exploit the sour gas bearing Zechstein zone. The
final well, Goldenstedt Z-23a, is a horizontal
deviation intended to exploit the Carboniferous
zone. No start times for the 2007 drilling projects
have been announced.

Respectfully submitted,

John R. Van Kirk
Managing Director

May 12, 2006
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