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Report to Unit Owners:

The distribution detailed in this report, cov-
ering the Trust's third fiscal quarter ended July
31, 2003, represents your proportionate share
of the Trust net income. For the third quarter
of fiscal 2003, Trust net income declined by
2.1% to $4,352,137, which permitted a distri-
bution of 49 cents per unit compared to the
distribution of 50 cents for the prior year's peri-
od. The current distribution is being paid on
August 27, 2003 to holders of record as of
August 15, 2003.

For the nine month fiscal period, Trust net
income was $13,401,047, a decline of 0.6%
from the prior year's period. Cumulative distri-
butions for the nine month period are $1.50
per unit compared to $1.51 paid during the
same period last year.

The primary factors affecting royalty rev-
enue for the quarter just ended were the
decline in gas sales from the higher royalty
rate area of western Oldenburg and the
increase in the average dollar value of the
Eurc over the prior year. While the increase in
the exchange rate was substantial, it could not
fully offset the impact on royalties caused by
the decline in gas sales.

The higher royalty rate agreement between
the Trust and the German subsidiary of
ExxonMobil covers western Oldenburg and
provides the Trust with the bulk of its royalties.
Under this agreement average gas prices for
the quarter increased 1.6% from the equiva-
lent quarter for the prior year. Gas prices rose
from 1.4730 Euro cents per Kilowatt hour
(“Ecents/Kwh") to 1.4963 Ecents/Kwh. When
we convert this quarter’s price into more famil-
iar terms using the average exchange rate for
the quarter, the average price for gas sold
under this agreement was $4.96 per Mcf.
This represents a 22.9% increase from the
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prior year's equivalent quarter. The lower roy-
alty rate agreement between the Trust and
BEB, a joint venture between ExxonMobil and
the Royal Duich Group, covers gas sales from
the entire Oldenburg concession. Under this
agreement average gas prices for the quarter
increased 1.5% from the equivalent quarter for
the prior year. Gas prices rose from 1.3785
Ecents/Kwh to 1.3995 Ecents/Kwh compared
to the prior year's equivalent quarter. When
we convert this quarter's price into more famil-
iar terms using the average exchange rate for
the quarter, the average price for gas sold
under this agreement was $4.54 per Mcf. This
represents a 23.9% increase from the prior
year’s equivalent quarter.

During the quarter just ended overall
Oldenburg gas sales decreased by 2.4% from
44.13 Billion cubic feet (“Bcf”) to 43.06 Bef.
Gas sales from the higher royalty rate area of
western Oldenburg decreased 24.2% from
22.31 Bef to 16.91 Bef, At this level, gas sales
from western Oldenburg accounted for 39.26%
of total Oldenburg gas sales. In prior years the
Trust's German consultant, Dr. Welfgang Sohn,
would have determined through inquiries with
the operating companies the reasons behind
the decline in gas sales. Unfortunately with Dr.
Sohn’s death in March and the unavailability of
his replacement until October, the Trust does
not have access to the contacts who could
provide specific information with respect to the
decline. It is possible that, as in prior years, at
least part of the decline occurred as a result of
the annual maintenance procedures being
conducted at the Grossenkneten desulfuriza-
tion plant during the quarter just ended. At
this time, however, we cannot state this fact
with any certainty.

During the quarier just ended the Euro
continued its strong performance. A number of
factors including extremely low interest rates in

the United States and continuing uncertainty
following the war in fragq combined to push the
Euro close to the highs posted shortly after its
introduction in 1999. At a dollar equivalent of
$1.1586 in average for the quarter based on
all royalties transferred to the United States,
the Euro increased by 7.2% from the immedi-
ately preceding quarter's average of $1.0808
and by 19.7% from the average of $0.9680 for
the third quarter of fiscal 2002 . This higher
exchange rate had the immediate impact of
increasing the amount of dollars received by
the Trust when the royalties, paid in Euros,
were transferred to the United States.

If we discount the effects of differences in
prices and average exchange rates, the com-
bination of royalty rates on gas sold from
western Oldenburg results in an effective roy-
alty rate approximately seven times higher
than the royalty rate on gas sold from eastern
Oldenburg. This is of particular significance
1o the Trust since gas sold from western
Oldenburg provides the bulk of royalties paid
o the Trust. For the quarter just ended gas
sales from western Oldenburg accounted for
only 39.26% of all gas sales. However, royal-
fies on these gas sales provided 84.6% or
$3,824,740 out of a total of $4,519,286 in
Oldenburg royalties. The impact on royalties
of the decline in gas sales is highlighted when
viewed in comparison to the prior year when
gas sales from western Oldenburg accounted
for 50.55% of total Oldenburg gas sales but
90.1% of the toial Oldenburg royalties.

Respectfully submitted,

A O~ 3,

John R. Van Kirk
Managing Director

August 8, 2003



