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Condensed Statements of Distributable Income (Unaudited)

These condensed statements of distributable income should 
be read in conjunction with the financial statements and 
notes thereto included in the Trust’s 2014 annual report. For 
further information, see the Trust’s quarterly report on Form 
10-Q for the quarter ended June 30, 2015.

Statements in this report to unitholders relating to future 
plans, predictions, events or conditions are forward-
looking statements. All statements other than statements 
of historical fact included in this report to unitholders, 
including, without limitation, statements regarding the 
net profits interests, underlying properties, development 
activities, annual and monthly development, produc-

tion and other costs and expenses, monthly development 
cost deductions, oil and gas prices and differentials to 
NYMEX prices, supply levels, future drilling, workover and 
restimulation plans, the outcome of litigation and impact 
on trust proceeds, distributions to unitholders, and indus-
try and market conditions, are forward-looking statements 
that are subject to risks and uncertainties which are 
detailed in Part I, Item 1A of the Trust’s Annual Report on 
Form 10-K for the year ended December 31, 2014, which 
is incorporated by this reference as though fully set forth 
herein. XTO Energy and the trustee assume no duty to 
update these statements as of any future date.

Tax Information Per Unit

 MONTHLY DISTRIBUTIONS PAID ON:
 ($/UNIT EXCEPT COST DEPLETION FACTORS)
 May 14, 2015 June 12, 2015 July 14, 2015 Total

Gross Income ..................................................  $ 0.009339 $ 0.015877 $ 0.015485 $ 0.040701

Less Severance Taxes ......................................   (0.001007)  (0.001400)  (0.001700)  (0.004107)

Interest Income ...............................................   0.000000  0.000000  0.000000  0.000000 

Less Administration Expenses .........................   (0.002172)  (0.004028)  (0.002049)  (0.008249)

Reconciling Items ............................................   0.001264  0.000018  0.000016  0.001298

 NET CASH DISTRIBUTION ..................  $ 0.007424 $ 0.010467 $ 0.011752 $ 0.029643

Cost Depletion Factors:

  Kansas - 80% .....................................   0.000000  0.000000  0.000000 0.000000

  Oklahoma - 80% ................................   0.001801  0.003086  0.003270 0.008157

  Wyoming - 80% .................................   0.000000  0.000000  0.000000          0.000000

 THREE MONTHS ENDED JUNE 30 SIX MONTHS ENDED JUNE 30
 2015 2014 2015 2014

Net Profits Income .................................. $ 1,463,774 $ 16,484,703 $ 5,600,616 $  25,775,173

Interest Income (a) ...................................  51  515,193  120  515,285

 Total Income .....................................  1,463,825  16,999,896  5,600,736  26,290,458

Administration Expense (a) ......................  278,105      (846,944)  649,016  793,298

DISTRIBUTABLE INCOME ................. $ 1,185,720 $ 17,846,840 $ 4,951,720 $ 25,497,160

DISTRIBUTABLE INCOME PER UNIT 
  (40,000,000 UNITS) ............................ $ 0.029643 $ 0.446171 $ 0.123793 $ 0.637429

(a) Interest income and administration expense for 2014 includes a refund of $514,820 and $1,470,618, respectively, related to the arbitration reimbursement. 



For the quarter ended June 30, 2015, 
net profits income was $1,463,774, as 

compared to $16,484,703 for second quarter 
2014. This 91% decrease in net profits 

income is primarily the result of lower oil and gas prices 
($11.4 million), the arbitration reimbursement included in 
2014 ($4.4 million) and decreased gas production 
($1.0 million), partially offset by decreased taxes, 
transportation and other costs ($0.9 million), decreased 
development costs ($0.6 million) and excess costs on the 
Kansas and Wyoming net profits interests in 2015 ($0.4 
million). See “Net Profits Income” on the following page.

After adding interest income of $51 and deducting 
administration expense of $278,105, distributable income 
for the quarter ended June 30, 2015 was $1,185,720, or 
$0.029643 per unit of beneficial interest. Administration 
expense for the quarter increased $1,125,049 as 
compared to the prior year quarter. Administration expense 
for the second quarter of 2015 included $100,000, which 
the trustee reserved for administrative expenses, and 
administration expense for second quarter 2014 included 
a reimbursement of $1,470,618 related to the Fankhouser 
arbitration, partially offset by $400,000 reserved by the 
trustee for legal expenses regarding the Lamb lawsuit, 
which is now part of the reserve for the Goebel lawsuit. 
Interest income for second quarter 2014 included 
$514,820 related to the arbitration reimbursement. 
Additional changes in interest income are attributable to 
fluctuations in net profits income and interest rates. 

For second quarter 2014, distributable income was 
$17,846,840, or $0.446171 per unit. Distributions to 
unitholders for the quarter ended June 30, 2015 were:

For the six months ended June 30, 2015, net profits 
income was $5,600,616 compared with $25,775,173 for 
the same 2014 period. This 78% decrease in net profits 
income is primarily the result of lower oil and gas prices 
($16.1 million), the arbitration reimbursement included in 

2014 ($4.4 million) and decreased oil and gas production 
($3.4 million), partially offset by decreased development 
costs ($1.5 million), decreased taxes, transportation and 
other costs ($1.5 million) and excess costs on the Kansas 
and Wyoming net profits interests in 2015 ($0.7 million). 
See “Net Profits Income” on the following page.

After adding interest income of $120 and deducting 
administration expense of $649,016, distributable 
income for the six months ended June 30, 2015 was 
$4,951,720, or $0.123793 per unit of beneficial interest. 
Administration expense for the six months ended June 30, 
2015 decreased $144,282 as compared with the same 
2014 period. Administration expense for the six months 
ended June 30, 2015 included $200,000, which the trustee 
reserved for administrative expenses, and administration 
expense for the same 2014 period included $1,600,000, 
which the trustee reserved for legal expenses regarding 
the Lamb lawsuit, which is now part of the reserve for 
the Goebel lawsuit, partially offset by reimbursement of 
$1,470,618 related to the Fankhouser arbitration. Interest 
income for the six months ended June 30, 2014 included 
$514,820 related to the arbitration reimbursement. 
Additional changes in interest income are attributable to 
fluctuations in net profits income and interest rates. For 
the six months ended June 30, 2014, distributable income 
was $25,497,160, or $0.637429 per unit.

Individualized tax information is provided annually to 
unitholders of record. Unitholders owning units in nominee 
name may obtain monthly tax information from the trustee 
upon request or from the Trust’s web site at www.hgt-
hugoton.com.

This letter, and all communications to unitholders, includes 
information provided to the trustee by XTO Energy Inc.

Hugoton Royalty Trust 
By:  Southwest Bank, Trustee

             
By: Nancy G. Willis
 Vice President

To Unitholders: 

 RECORD DATE PAYMENT DATE PER UNIT
 April 30, 2015  May 14, 2015 $ 0.007424
 May 29, 2015 June 12, 2015  0.010467
 June 30, 2015 July 14, 2015  0.011752
 TOTAL  $ 0.029643



Net Profits Income
Net profits income is recorded when received by the Trust, 
which is the month following receipt by XTO Energy, and 
generally two months after oil and gas production. Net 
profits income is generally affected by three major factors:
	 ■	oil and gas sales volumes,
	 ■ oil and gas sales prices, and 
	 ■ costs deducted in the calculation of net profits income.
The following are explanations of significant variances on the 
underlying properties from second quarter 2014 to second 
quarter 2015 and from the first six months of 2014 to the 
comparable period in 2015:

Sales Volumes
Gas. Gas sales volumes decreased 12% for second 
quarter and 14% for the six-month period as compared 
with the same 2014 periods primarily due to repairs and 
maintenance at a third party gas processing system in 
the Hugoton area following a force majeure incident and 
natural production decline.

XTO Energy advised the trustee that repairs and mainte-
nance in first half of 2015 at a third party gas processing 
system in the Hugoton area following a force majeure 
incident resulted in decreased underlying gas volumes of 
approximately 5,000 Mcf per day. XTO Energy was advised 
by the third party that the repairs and maintenance were 
completed. However, XTO Energy has received notice 
that the force majeure is being extended to the process-
ing portion of the third party plant due to an equipment 
malfunction. The third party was recently able to bypass 
the plant and take gas; however, the plant is not expected 
to be able to process gas for NGLs or Helium until at least 
August 18, 2015. XTO Energy will continue to monitor the 
situation and assess its options.

XTO Energy currently sells all gas production from its wells 
attached to the Timberland Gathering System (“TGPC”) in 
Seward County, Kansas and in Texas and Beaver Counties, 
Oklahoma to DCP Midstream, L.P. XTO Energy receives 
100% of the net value for residue gas based upon the 
price per MMBtu for the Panhandle Eastern Pipe Line 
Company index. XTO Energy has exercised its contractual 
right to take in kind and sell its NGLs and helium when 
the DCP Plant is able to process again. Under this con-
tract DCP is entitled to charge a processing fee of $0.25 
and a helium processing fee of $0.10 per Delivery Point 
MMBtu in addition to other deductions such as for fuel 
and transportation. XTO Energy will sell 100% of the net 
value for any recovered NGLs to Oneok at Conway pric-

ing as posted by Oil Price Information Services minus an 
adjusted base differential. XTO Energy will sell the helium 
to Air Products and Chemicals, Inc. and Air Products 
Helium, Inc. under a pricing formula based upon the open 
market crude helium sales price established by the U.S. 
Bureau of Land Management. TGPC, an affiliate of XTO 
Energy, provides gathering from the wellhead to DCP’s 
gathering system for a fee of seventy-five cents $0.75 per 
Mcf of gas delivered by XTO Energy.

The sales contract with DCP Midstream, L.P. is in force 
from May 1, 2014 until March 31, 2019, and from year to 
year thereafter until canceled by either party upon 180 
days written notice.

Oil. Oil sales volumes decreased 7% for second quarter 
and 8% for the six-month period as compared with the 
same 2014 periods primarily because natural production 
decline and the timing of cash receipts.

The estimated rate of natural production decline on the 
underlying oil and gas properties is approximately 6% to 
8% a year.

Sales Prices
Gas. The second quarter 2015 average gas price was 
$2.50 per Mcf, a 52% decrease from the second quarter 
2014 average gas price of $5.25 per Mcf. For the six-
month period, the average gas price decreased 37% 
to $2.99 per Mcf in 2015 from $4.78 per Mcf in 2014. 
Natural gas prices are affected by the level of North 
American production, weather, crude oil and natural 
gas liquids prices, the U.S. economy, storage levels and 
import levels of liquefied natural gas. Natural gas prices 
are expected to remain volatile. The second quarter 2015 
gas price is primarily related to production from February 
through April 2015, when the average NYMEX price was 
$2.78 per MMBtu. The average NYMEX price for May and 
June 2015 was $2.67 per MMBtu. On July 20, 2015, the 
average NYMEX futures price for the following twelve 
months was $3.05 per MMBtu.

Oil. The second quarter 2015 average oil price was $46.84 
per Bbl, a 53% decrease from the second quarter 2014 
average oil price of $98.87 per Bbl. The year-to-date aver-
age oil price decreased 45% to $52.46 per Bbl in 2015 from 
$95.45 per Bbl in 2014. Oil prices are expected to remain 
volatile. The second quarter 2015 oil price is primarily 
related to production from February through April 2015, 
when the average NYMEX price was $50.92 per Bbl. The 
average NYMEX price for May and June 2015 was $59.71 
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per Bbl. On July 20, 2015, the average NYMEX futures price 
for the following twelve months was $52.50 per Bbl.

Costs
Taxes, Transportation and Other. Taxes, trans-
portation and other costs decreased 43% for the second 
quarter primarily because of decreased oil and gas produc-
tion taxes related to lower oil and gas revenues, partially 
offset by increased other deductions as a percent of oil 
and gas revenues. Taxes, transportation and other costs 
decreased 34% for the six-month period primarily because 
of decreased oil and gas production taxes related to lower 
oil and gas revenues, partially offset by increased property 
taxes related to increased valuations and increased other 
deductions as a percent of oil and gas revenues.

Development Costs. Development costs deducted in 
the calculation of net profits income are based primarily 
on the current level of development expenditures and the 
development budget. These development costs decreased 
57% for the second quarter and 61% for the six-month 
period.

At December 31, 2014, cumulative budgeted costs 
deducted exceeded cumulative actual costs by approxi-
mately $1.2 million. In calculating net profits income for 
the quarter ended June 30, 2015, XTO Energy deducted 
budgeted development costs of $0.6 million for the quarter 
and $1.2 million for the six-month period. After considering 
actual development costs of $1.0 million for the quarter 
and $2.4 million for the six-month period, cumulative 
budgeted costs deducted exceeded actual costs deducted 
by approximately $70,761 at June 30, 2015.

XTO Energy has advised the trustee that total 2015 bud-
geted development costs for the underlying properties are 
between $4 million and $6 million. The 2015 budget year 
generally coincides with the Trust distribution months from 
April 2015 through March 2016. The monthly development 
cost deduction will be reevaluated by XTO Energy and 
revised as necessary, based on the 2015 budget and the 
timing and amount of actual expenditures.

Overhead. Overhead increased 4% for the quarter 
and 2% for the quarter and six-month period primar-
ily because of the annual rate adjustment based on an 
industry index.

Legal Expense. As a result of the arbitration ruling, 
legal expense for the quarter and six-month period ended 
June 30, 2014 included reimbursement for the amounts 
withheld from trust proceeds in September and October 2012.

Excess Costs
    Conveyances (Underlying)
    KS                WY            Total
Cumulative excess costs remaining at 12/31/14 ..... $ (82,883) $ ––  $ (82,883)
Excess costs for the quarter ended 3/31/15 .............  (338,668)  (87,082)  (425,750)
Excess costs for the quarter ended 6/30/15 .............   (367,814)  (125,832)  (493,646)
Cumulative excess costs remaining at 6/30/15 ....... $ (789,365) $ (212,914) $(1,002,279)

XTO Energy advised the trustee that decreased gas 
production and lower gas prices caused costs to exceed 
revenues by a total of $367,814 ($294,251 net to the 
Trust) on properties underlying the Kansas net profits 
interest for the quarter ended June 30, 2015. However, 
these excess costs did not reduce net proceeds from the 
remaining conveyance. XTO Energy advised the trustee 
that increased costs, decreased gas production and lower 
gas prices caused costs to exceed revenues by a total 
of $338,668 ($270,934 net to the Trust) on properties 
underlying the Kansas net profits interest for the quarter 
ended March 31, 2015. However, these excess costs did 
not reduce net proceeds from the remaining conveyances.

XTO Energy advised the trustee that lower gas prices 
caused costs to exceed revenues by a total of $169,990 
($135,992 net to the Trust) on properties underlying the 
Wyoming net profits interest for the quarter ended June 30, 
2015. However, these excess costs did not reduce net pro-
ceeds from the remaining conveyance. XTO Energy advised 
the trustee that increased gas production and decreased 
costs led to the partial recovery of excess costs, plus 
accrued interest, of $44,158 ($35,326 net to the Trust) on 
properties underlying the Wyoming net profits interest for 
the quarter ended June 30, 2015. XTO Energy advised the 
trustee that lower gas prices and increased costs caused 
costs to exceed revenues by a total of $87,082 ($69,666 
net to the Trust) on properties underlying the Wyoming 
net profits interest for the quarter ended March 31, 2015. 
However, these excess costs did not reduce net proceeds 
from the remaining conveyance.

Cumulative excess costs for the Kansas and Wyoming 
conveyances remaining as of June 30, 2015 totaled 
$1,002,279 ($801,823 net to the Trust).

Contingencies 
XTO Energy settled the Fankhouser v. XTO Energy, Inc. roy-
alty class action lawsuit for $37 million, which included 
$1.4 million attributable to Kansas claims which predated 
the Trust. The settlement was given final approval by the 
court on October 10, 2012. The settlement also included a 
new royalty calculation for future royalty payments.

Whether the settlement and future reductions in net 
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profits were to be charged to the Trust was decided by an 
arbitration tribunal on April 21, 2014. Based on that rul-
ing, the settlement (including the new royalty calculation 
for future royalty payments), now or in the future cannot 
be charged to the Trust. Additionally, XTO Energy had to 
reimburse $4,386,396 which represents amounts withheld 
from the September and October 2012 distributions and 
$1,985,438 which represents attorney fees, arbitration 
expenses and interest.

The arbitration award was entered into as a final judgment 
on December 12, 2014.

In September 2008, a royalty class action lawsuit was filed 
against XTO Energy styled Wallace B. Roderick Revocable 
Living Trust, et al. v. XTO Energy Inc. in the District Court 
of Kearny County, Kansas. The case was removed to 
federal court in Wichita, Kansas. The plaintiffs allege that 
XTO Energy has improperly taken post production costs 
from royalties paid to the plaintiffs from wells located in 
Kansas, Oklahoma, and Colorado; later reduced to Kansas. 
The case was certified as a class action in March 2012. 
XTO Energy filed an appeal of the class certification to the 
10th Circuit Court of Appeals on April 11, 2012 which was 
granted on June 26, 2012. The court reversed the certifica-
tion of the class and remanded the case back to the trial 
court for further proceedings. The case was previously 
stayed pending a final decision from the Kansas Supreme 
Court on the Fawcett v. OPIK appeal. Following the release 
of the Fawcett opinion, the Judge in Roderick has ordered 
new briefing on the pending motions. In its pleadings, the 
plaintiff has alleged damages in excess of $42.5 million.

In December 2010, a royalty class action lawsuit was filed 
against XTO Energy styled Chieftain Royalty Company v. 
XTO Energy Inc. in Coal County District Court, Oklahoma. 
XTO Energy removed the case to federal court in the 
Eastern District of Oklahoma. The plaintiffs allege that XTO 
Energy wrongfully deducted fees from royalty payments on 
Oklahoma wells, failed to make diligent efforts to secure 
the best terms available for the sale of gas and its con-
stituents, and demand an accounting to determine whether 
they have been fully and fairly paid gas royalty interests. 
The case was certified as a class action in April 2012. 
XTO Energy filed an appeal of the class certification to the 
10th Circuit Court of Appeals on April 26, 2012, which was 
granted on June 26, 2012. The court reversed the certifica-
tion of the class and remanded the case back to the trial 
court for further proceedings.

XTO Energy has informed the trustee that it believes 

that XTO Energy has strong defenses to these lawsuits 
and intends to vigorously defend its position. However, 
XTO Energy has informed the Trustee that it is cognizant 
of other, similar litigation, such as Fankhouser, which 
is discussed in the Trust’s most recent Form 10-K, and 
other, unrelated cases against other, unrelated entities. 
As these cases develop, XTO Energy will assess its legal 
position accordingly. If XTO Energy ultimately makes any 
settlement payments or receives a judgment against it in 
Chieftain or Roderick, XTO Energy has advised the trustee 
that it believes that the terms of the conveyances covering 
the Trust’s net profits interests require the Trust to bear 
its 80% share of such settlement or judgment related to 
production from the underlying properties. Additionally, if 
the judgment or settlement increases the amount of future 
payments to royalty owners, XTO Energy has informed the 
trustee that the Trust would bear its proportionate share of 
the increased payments through reduced net proceeds. In 
the event of any such settlement or judgment, the trustee 
intends to review any claimed reductions in payment to 
the Trust based on the facts and circumstances of such 
settlement or judgment. In light of the arbitration tribunal’s 
decision on the treatment of the Fankhouser settlement, to 
the extent that the claims in Chieftain or Roderick are simi-
lar to those in Fankhouser, the trustee would likely object 
to such claimed reductions. XTO Energy has informed the 
trustee that, although the amount of any reduction in net 
proceeds is not presently determinable, in its manage-
ment’s opinion, the amount is not currently expected to be 
material to the Trust’s financial position or liquidity though 
it could be material to the Trust’s annual distributable 
income. Additionally, XTO Energy has advised the trustee 
that any reductions would result in costs exceeding reve-
nues on the properties underlying the net profit interests of 
the cases named above, as applicable, for several monthly 
distributions, depending on the size of the judgment or 
settlement, if any, and the net proceeds being paid at that 
time, which would result in the net profits interest being 
limited until such time that the revenues exceed the costs 
for those net profits interests. If there is a settlement or 
judgment and should XTO Energy and the trustee disagree 
concerning the amount of the settlement or judgment to 
be charged, if any, against the Trust’s net profits interests, 
the matter will be resolved by binding arbitration through 
the American Arbitration Association under the terms of the 
Indenture creating the Trust.

On August 12, 2013, a demand for arbitration styled 
Sandra G. Goebel vs. XTO Energy, Inc., Timberland 
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Hugoton Royalty Trust
Southwest Bank, Trustee
P.O. Box 962020
Fort Worth, Texas 76162-2020 
(855) 588-7839
www.hgt-hugoton.com

For information contact:

Gathering & Processing Company, Inc. and Bank of 
America, N.A. was filed with the American Arbitration 
Association (“AAA”). The claimant, Sandra Goebel, is a uni-
tholder in the Trust and alleged that XTO Energy breached 
the conveyances by misappropriating funds from the Trust 
by failing to modify its existing sales contracts with its 
affiliate Timberland Gathering & Processing Company, Inc. 
(“Timberland”). Goebel alleged that these contracts did not 
currently reflect “market rate” terms, and that XTO had a 
duty to renegotiate the contracts to obtain more favorable 
terms. The claimant further alleged that Bank of America, 
N.A (the previous trustee) breached its fiduciary duty 
by acquiescing to and facilitating XTO Energy’s alleged 
self-dealing and concealing information from unithold-
ers that would have revealed XTO Energy’s breaches. The 
claim also alleged aiding and abetting breach of fidu-
ciary duty by XTO Energy, and disgorgement and unjust 
enrichment by Timberland. The claimant sought from the 
respondents damages of an estimated $59.6 million for 
alleged royalty underpayments, exemplary damages, an 
accounting by XTO Energy, a declaration, costs, reason-
able attorneys’ fees, and pre-judgment and post-judgment 
interest. Goebel purported to sue on behalf of and for the 
benefit of the Hugoton Royalty Trust. After dismissal as 
non-arbitrable, Goebel refiled the matter as a lawsuit styled 
Sandra G. Goebel vs. XTO Energy, Inc., Timberland Gathering 
and Processing Company, Inc. and Bank of America, N.A. 
in Dallas County District Court. Defendants answered 
with general denials and additionally filed pleas to the 
jurisdiction, special exceptions, and a plea in abatement 
challenging, among other things, Goebel’s putative author-
ity to bring claims on behalf of the Trust over the trustee’s 
objection. On November 13, 2014, the court of appeals 
granted Defendants’ motion seeking mandamus regarding 
jurisdiction and special exceptions, and stayed the lawsuit, 
including all associated discovery, until the court opines on 
the petition for writ of mandamus. Goebel filed a response 
to the petition for the writ of mandamus on December 16, 
2014 and the Defendants replied on January 13, 2015. 
The court of appeals conditionally granted the petition for 
writ of mandamus on July 27, 2015. The appellate court 
ordered the trial court to dismiss Goebel’s suit against XTO 
Energy and Timberland. The court also ordered the trial 
court to dismiss Goebel’s derivative claims against Bank 
of America. The appellate court will allow Goebel’s indi-
vidual claims against Bank of America to proceed if she 
can plead facts to support a cause of action. The appellate 
court noted that the facts currently pleaded and alleged by 

Goebel would not support a claim against Bank of America 
under the terms of the Indenture. If Goebel attempts to 
assert individual claims against Bank of America, it has 
informed the Trustee that it will vigorously defend those 
claims. The parties have 15 days in which to request a 
rehearing from the court of appeals, which deadline may be 
subject to extension. Southwest Bank, the current trustee, 
has not yet been named a party in the case. The trustee 
will vigorously defend any claims that may be asserted 
against it. Bank of America has informed the trustee that it 
believes it has strong defenses to the lawsuit and will vig-
orously defend its position. The terms of the trust indenture 
provide that Bank of America and/or the trustee shall be 
indemnified by the Trust and shall have no liability, other 
than for fraud, gross negligence or acts or omissions in 
bad faith as adjudicated by final non-appealable judgment 
of a court of competent jurisdiction.

The trustee anticipates that the Trust will incur additional 
legal and other expenses in connection with the Goebel 
lawsuit. As a result, the trustee reserved $1.6 million from 
trust distributions for the Goebel litigation, beginning with 
the September 2013 distribution. The September 2013 
through December 2013 distributions each reflected a 
deduction of $400,000 in connection with such reserve. 
Additionally, the trustee previously reserved an additional 
$1.6 million from Trust distributions for Harold Lamb v. 
Bank of America and XTO Energy Inc., which was dis-
missed, but that is now a part of the reserve for the Goebel 
lawsuit. The January 2014 through April 2014 distributions 
each reflected a deduction of $400,000 in connection with 
such reserve. As the Goebel lawsuit progresses, the trustee 
may need to revise the reserve.

Certain of the underlying properties are involved in vari-
ous other lawsuits and certain governmental proceedings 
arising in the ordinary course of business. XTO Energy has 
advised the trustee that it does not believe that the ulti-
mate resolution of these claims will have a material effect 
on the financial position or liquidity of the Trust, but may 
have an effect on annual distributable income.



(a) Because of the two-month interval between time of production and receipt 
of net profits income by the Trust, (1) oil and gas sales for the quarter ended 
June 30 generally represent production for the period February through April 
and (2) oil and gas sales for the six months ended June 30 generally represent 
production for the period November through April.

(b) Oil and gas sales volumes are allocated to the net profits interests based 
upon a formula that considers oil and gas prices and the total amount of pro-

duction expense and development costs. As product prices change, the Trust’s 
share of the production volumes is impacted as the quantity of production to 
cover expenses in reaching the net profits break-even level changes inversely 
with price. As such, the underlying property production volume changes may 
not correlate with the Trust’s net profit share of those volumes in any given 
period. Therefore, comparative discussion of oil and gas sales volumes is 
based on the underlying properties.

Calculations of Net Profits Income

Glossary of Terms

Bbl Barrel (of oil)
Mcf Thousand cubic feet (of natural gas)
MMBtu One million British Thermal Units, a common energy measurement

The following is a summary of the calculation of the net profits income received by the Trust:
 THREE MONTHS ENDED   SIX MONTHS ENDED 
 JUNE 30 (a) INCREASE JUNE 30 (a) INCREASE
 2015 2014 (DECREASE) 2015 2014  (DECREASE)

 SALES VOLUMES   
  Gas (Mcf) (b)   
   Underlying Properties ........   3,694,440  4,202,844 (12%)  7,408,890  8,652,045 (14%)
    Average Per Day .........   41,511  47,223 (12%)  40,933  47,801 (14%)
   Net Profits Interests ...........   457,069  2,662,615  (83%)  1,410,251  4,396,989 (68%)

  Oil (Bbls) (b)    
   Underlying Properties ........   48,597  52,340 (7%)  97,983  107,085 (8%)
    Average Per Day .........   546  588 (7%)  541  592 (9%)
   Net Profits Interests ...........   8,863  39,036 (77%)  25,425  65,132 (61%)

 AVERAGE SALES PRICES
  Gas (per Mcf) ..........................  $ 2.50 $ 5.25 (52%) $ 2.99 $ 4.78 (37%)
  Oil (per Bbl) ............................  $ 46.84 $ 98.87 (53%) $ 52.46 $ 95.45 (45%)

 REVENUES
  Gas sales ..................................  $ 9,219,851 $ 22,053,024 (58%) $22,128,460  $ 41,392,432 (47%)
  Oil sales ...................................   2,276,086  5,174,934 (56%)  5,140,452  10,221,506 (50%)
   TOTAL REVENUES ........   11,495,937  27,227,958 (58%)  27,268,912  51,613,938 (47%)

 COSTS
  Taxes, transportation and other   1,587,318  2,761,500 (43%)  3,537,460  5,365,189 (34%)
  Production expense ..................   4,874,711  4,961,777 (2%)  10,290,204  10,376,425 (1%)
  Development costs ...................   600,000  1,400,000 (57%)  1,200,000  3,100,000 (61%)
  Overhead .................................   3,097,837  2,981,797 4%  6,159,874  6,036,352 2%
  Excess Costs ............................   (493,646)  —       —  (919,396)  — —
  Legal expense ..........................   —    (5,482,995)      —  —    (5,482,995) —
   TOTAL COSTS ................   9,666,220  6,622,079 46%  20,268,142  19,394,971 5%

 OTHER PROCEEDS

 NET PROCEEDS .......................   1,829,717  20,605,879 (91%)  7,000,770  32,218,967 (78%)

 NET PROFITS PERCENTAGE .   80%  80%   80% 80%

 NET PROFITS INCOME ...........  $ 1,463,774 $ 16,484,703 (91%) $ 5,600,616 $ 25,775,173   (78%)


