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The Trust
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Williams Coal Seam Gas Royalty Trust (the “Trust”)
was formed as a Delaware business trust pursu-
ant to the Trust Agreement of Williams Coal Seam Gas
Royalty Trust (as amended, the “Trust Agreement”)
entered into effective as of December 1, 1992 by and
among Williams Production Company (“WPC”), as
trustor, The Williams Companies, Inc. (“Williams”), and
NationsBank, N.A. (now Bank of America, N.A.) (the
“Trustee”) and Chemical Bank Delaware (the “Delaware
Trustee”), as trustees.

The Trust is a grantor trust designed to provide
holders of units of beneficial interest (“Units”) in the
Trust with quarterly cash distributions and Internal
Revenue Code (“IRC”) Section 29 Tax Credits from
certain coal seam gas properties owned by WPC. These
Credits expired December 31, 2002.

Distribution Information

The only assets of the Trust, other than cash and
cash equivalents held for the payment of expenses and
liabilities and for distribution to Unitholders, are the
net profits interests (“NPI” and the “Royalty Interests”)
in certain proved coal seam gas properties located in
the San Juan Basin of New Mexico and Colorado (the
“Underlying Properties”). The Royalty Interests owned
by the Trust burden the Underlying Properties, which are
owned by WPC and not the Trust.

The Units are listed and traded on the New York
Stock Exchange under the symbol “WTU".
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The record date for the quarterly cash distribution of
the Trust is the 45th day after the end of the quar-
ter or the next business day. The distribution is payable
within 60 days after the end of the quarter. Accordingly,
the scheduled record dates for each quarter of 2009

is February 17, May 15, August 14 and November 16.

The approximate related distribution payable dates are
February 27, May 29, August 28 and November 27.

Comparative Information

On May 5, 2009 the Trustee announced a cash
distribution of $.065169 per unit, payable May 29,
2009 to Unitholders of record on May 15, 2009. This
quarterly distribution reflects the information in the
summary of distributable cash set forth on the
following page.
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he following table sets forth the comparative cash
distributions and certain estimated tax information

DT 1] o1 (0] 1
Distributions per UNit.......cccoecveeveiiiei e
Estimated Cost Depletion Factor).........ccoccvevvvveevveereennnns

(1) The estimated cost depletion factor is based on production associated
with the distribution divided by the total estimated reserves
attributable to the Royalty Interests. To compute cost depletion,

applicable to Unitholders of record on the quarterly
distribution record dates shown.

Record date

2/17/09 5/15/09

................................... $ 1,103,973 $ 632,145
................................... $ 113811 $ .065169
................................... 6.94% 4.83%

Unitholders should multiply the adjusted tax basis in their Units as of
the quarterly distribution record date by the estimated cost
depletion factor.



Condensed Statements of Assets, Liabilities and Trust Corpus (unaudited)
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March 31, December 31,
2009 2008

Assets
Current Assets--
Cash and Cash EQUIVAIENTS .........cvveeeeeieieeeiee et S 18,721 $ 45,419
Royalty interests in oil and gas properties (less accumulated

amortization of $133,375,673 at March 31, 2009

and $132,988,670 at December 31, 2008) 5,190,991 5,677,944

TOTAL ASSETS ...ttt s sree e s s be s s s $ 5,209,712 $ 5,623,413
Liabilities and Trust Corpus
Current Liabilities--
TrUSE EXPENSES PAYADIE ..veveeeevieeiere ittt $ 86,477 $ 31,193
Trust corpus--9,700,000 units of beneficial interest

authorized and outsStanding..........cccceveeveevie v 5,123,235 5,592,220
TOTAL LIABILITIES AND TRUST CORPUS ......coeveeciecree e $ 5,209,712 $ 5,623,413

Condensed Statements of Distributable Income (unaudited)
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Three Months Ended March 31,

2009 2008
ROYAILY INCOME vttt sttt s e $ 1,393,653 $ 2,034,650
FL T A TR TT0] 619 4,476
1,394,272 2,039,126
General and administrative BXPENSES ....cc.ecvverveereeieeseereerre e see e sreesse e (372,288) (299,715)
DiStrDULADIE INCOME ...ttt sttt et n e s as $ 1,021,984 $ 1,739,411
Distributable income per unit (9,700,000 UNILS) ...cvvveveeereereeeriere s $ A1 $ 18

Condensed Statements of Changes in Trust Corpus cunauditea)
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Three Months Ended March 31,

2009 2008
Trust corpus, beginning of PEMOM........ccccveveeereicuereiiiieeeee e $ 5,592,220 $ 6,877,977
Amortization of royalty iNterestS......ccuieve e (387,003) (307,675)
Distributable INCOME.....vviiiiriii i e e erae e 1,021,984 1,739,411
Distributions t0 UNIthOlders .......c..oocevicee e (1,103,966) (1,742,197)
Trust corpus, €nd Of PEHOU.....curveririieises e $ 5,123,235 $ 6,567,516

Distributions per unit (9,700,000 UNILS)........ceeuerereereererririeerereeee e $ A1 $ 18




To Unitholders:
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For the quarter ended March 31, 2009, royalty income
received by the Trust amounted to $1,393,653 as
compared to $2,034,650 received for the same quarter
in 2008.The decrease in royalty income is primarily due
to lower production and lower natural gas prices. Also
impacting first quarter 2009 production revenues were
positive retroactive adjustments totaling approximately
$257,000 for unit expansion adjustments and other cor-
rections included in WPC’s first quarter 2009 distribution
to the Trust. First quarter 2008 production revenues were
reduced by approximately $110,000 for unit expansion
adjustments. Production volumes are affected by changes
in sales prices for natural gas produced and costs that are
deducted in calculating the NPI Net Proceeds. Production
related to the royalty income received by the Trust in the
first quarter of 2009 was 655,321 MMBtu as compared to
864,407 MMBtu for the same quarter in 2008. General and
administrative expenses for the quarter ended March 31,
2009 were higher compared to the same quarter in

2008 due to the timing of incurrence of Unitholder
reporting expense.

Distributable income for the quarter ended March 31,
2009 was $1,021,984 or $.11 per Unit compared to
$1,739,411 or $.18 per Unit for the same quarter in 2008.
This decrease was the result of lower royalty income as
previously described. A distribution of $0.113811 per Unit
was made on February 27, 2009 to Unitholders of record
on February 17, 2009.

Because the Trust incurs administrative expenses
throughout a quarter but receives its royalty income only
once in a quarter, the Trustee established in the first quarter
of 1993 a cash reserve for the payment of expenses and
liabilities of the Trust. The Trustee thereafter has adjusted
the amount of such reserve in certain quarters as required
for the payment of the Trust’s expenses and liabilities, in
accordance with the provisions of the Trust Agreement. The
Trustee anticipates that it will maintain for the foreseeable
future a cash reserve that will fluctuate as expenses are
paid and royalty income is received.

Royalty income to the Trust is attributable to the sale of
depleting assets. All of the Underlying Properties burdened
by the Royalty Interests consist of producing properties.
Accordingly, the proved reserves attributable to WPC'’s inter-
est in the Underlying Properties are expected to decline
substantially during the term of the Trust and a portion of
each cash distribution made by the Trust will, therefore, be
analogous to a return of capital. Accordingly, cash yields

attributable to the Units are expected to decline over the
term of the Trust.

Royalty income received by the Trust in a given calen-
dar quarter will generally reflect the sum of (i) net proceeds
from the sale of gas produced from the WI Properties during
the preceding calendar quarter, plus (ii) cash received
by WPC with respect to the Farmout Properties either (a)
during the preceding calendar quarter or (b) if received
in sufficient time to be paid to the Trust, in the month
immediately following such calendar quarter. Accordingly,
the royalty income included in distributable income
for the quarter ended March 31, 2009, was based on
production volumes and natural gas prices for the period
October 2008 through December 2008, as shown in the
table below. The production volumes included in the table
below are for production attributable to net profits of the
Underlying Properties, and not for production attributable
to the Trust’s Royalty Interests. Prices since December 31,
2008 have dropped significantly and will affect the future
distributions of the Trust. In turn, lower prices will affect the
future reserves of the Trust.

Three Months Ended

December 31, December 31,
2008 2007
Production (MMBtu)™™
WI Properties ............cooo..... 743,506'? 1,152,4818)
Farmout Properties ............ 240,682 288,197
INfill PrOPETLIES «.ovverrveereene 324,040® -0-
Blanco Hub
Spot Price ($/MMBtu)®........... $ 391 $ 5.89
Net Wellhead Price
WI Properties ($/MMBtu)........... $ 1.69 $ 2.56

(1) Million British Thermal Units.

(2) Includes retroactive adjustments of (42,364) MMBtu.

(3) Includes retroactive adjustments of (75,500) MMBtu.

(4) Weighted average of estimates for the months included in the period
presented.

(5) Includes retroactive adjustments of 127,022 MMBtu.

Production from the WI Properties is generally sold by
WPC to WPX Gas Resources pursuant to the Gas Purchase
Contract that provides certain protections for WPC and
Unitholders by providing that WPX Gas Resources will
purchase gas from WPC at a minimum purchase price
of $1.70 even when the applicable index price (which is
equal to 97% of the Blanco Hub Spot Price) falls below
$1.70 per MMBtu, provided that WPX Gas Resources is
entitled to accrue price credits in the amount of any excess
of the minimum price so paid over the applicable index
price. When the applicable index price exceeds $1.70 per



To Unitholders - continued
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MMBtu, WPX Gas Resources is entitled to recoup any price
credits previously accrued. When the applicable index
price is greater than $1.94 per MMBtu, the Gas Purchase
Contract protects and benefits WPX Gas Resources by
allowing it to purchase gas from WPC at a contract price
equal to $1.94 per MMBtu plus only 50 percent of the
difference between the applicable index price and $1.94
per MMBtu. The Gas Purchase Contract also provides that
the price paid for gas by WPX Gas Resources is reduced
by the amount of gathering, processing and certain other
costs paid by WPX Gas Resources. See “Item 2 Properties
—The Royalty Interests — Gas Purchase Contract” in the
2008 Annual Report for detailed information about the Gas
Purchase Contract and its impact on Trust income.

The initial five-year term of the pricing provision
(“Primary Term”) of the Gas Purchase Contract expired
on December 31, 1997. Following the expiration of the
Primary Term, the pricing provision will continue in effect
for one or more consecutive additional one-year terms
(each such term a “Contract Year”) unless and until WPX
Gas Resources exercises its annual option, exercisable 15
days prior to the end of each Contract Year, to discontinue
purchasing gas from WPC under the pricing provision of
the Gas Purchase Contract and instead purchase gas at a
monthly price equal to the index price of 97% of the Blanco
Hub Spot Price. WPX has not yet exercised this option and
the pricing mechanism of the Primary Term therefore has
been and will continue to remain in effect through at least
December 31, 2009.

For the three months ended March 31, 2009, which is
based on production volumes and natural gas prices for the
three months ended December 31, 2008, the Blanco Hub

Spot Price was above $2.00 per MMBtu, and therefore the
applicable index price under the Gas Purchase Contract,
which is equal to 97% of the Blanco Hub Spot Price, was
above $1.94 per MMBtu through such period. In general,
under the Gas Purchase Contract, the Trust only receives
the benefit of 50 percent of any amount by which the appli-
cable index price exceeds $1.94 per MMBtu. Consequently,
pursuant to the terms of the Gas Purchase Contract, WPX
Gas Resources paid WPC an amount for gas purchased
equal to $1.94 per MMBtu, less the costs paid by WPX Gas
Resources to gather and process such gas and deliver it

to specified delivery points plus 50 percent of the excess
of the applicable index price over $1.94 per MMBtu. The
Blanco Hub Spot Price remained above $2.00 per MMBtu
in April 2009.

The information in this report on Form 10-Q concerning
production and prices relating to the Underlying Properties
is based on information prepared and furnished by WPC to
the Trustee. The Trustee has no control over and no responsi-
bility relating to the operation of the Underlying Properties.

Williams Coal Seam Gas Royalty Trust

Py

By: Ron E. Hooper

Senior Vice President
U.S. Trust, Bank of America
Private Wealth Management

May 29, 2009

Condensed Financial Statements of the Trust
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The financial statements of the Trust are prepared
on a modified cash basis and are not intended to
present financial position and results of operations in
conformity with generally accepted accounting prin-
ciples (“GAAP”). The financial statements of the Trust
differ from financial statements prepared in accordance
with GAAP and also differ from the summary and the
distribution information included elsewhere in this
report because royalty income is not accrued in the

period of production and amortization of the Royalty
Interests is not charged against operating results.
Revenues are recognized by the Trust in the period in
which amounts are received by the Trust. General and
administrative expenses of the Trust are recognized on
an accrual basis. Amortization of the Royalty Interests
is calculated on a unit-of-production basis and charged
directly to the Trust corpus. Distributions to Unitholders
are made only when declared by the Trustee.



INFORMATION REGARDING THE UNDERLYING PROPERTIES

he following operating and financial information relates to the Underlying Properties, which are owned by WPC and
not the Trust. This information has been prepared and furnished by WPC to the Trustee for inclusion herein.

Condensed Statement of Revenues and Direct Operating Expenses (unaudited)
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Direct Operating and Capital EXPENSES.......cccvverviireriieninien e
Excess of Revenues Over Direct Operating and Capital Expenses

Three Months Ended March 31,

2009 2008
................................... $ 6,648,665 $ 8,321,508
................................... (4,893,911) (4,801,701)

....................................... $ 1,754,754 $ 3,519,807

Summary of Underlying Properties’ Production and Prices (unaudited)
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Gross Production (MMBtu):

Working Interest Properties........covvererereeinienenenencseneens
INFIll WEILS .
Farmout Properties(1) ...

Net Production (MMBtu):

Working Interest Properties........covvererereeinienenenencseneens
INFIll WEILS .
Farmout PropertieS(1) ......vecvverveninieneeee e

Prices ($/MMBtu):

Blanco Hub SPot@) ........cueeeeeiiiceceeeeeeece e
Net WEllNEad(2) .....cccuveee et

(1) Due to information delays, March 2009 production attributable to the
Farmout Properties has been estimated.

Production from the Working Interest Properties is gener-
ally sold pursuant to a gas purchase contract between
WPC and WPX Gas Resources Company (“WPX”). The
gas purchase contract provides certain protections

for WPX in the form of price credits (for production
purchased by WPX on or after January 1, 1994) and for
Unitholders when the applicable Blanco Hub Spot Price
falls below $1.75 per MMBtu and provides certain ben-
efits for WPX when the Blanco Hub Spot Price exceeds
$2.00 per MMBtu. The gas purchase contract also pro-
vides that the price paid for gas by WPX is reduced by
the amount of gathering, processing, and certain other
costs paid by WPX.

Three Months Ended March 31,

2009 2008
.................................... 2,192,830 2,250,210
.................................... 1,381,633 -0-
.................................... 389,871 429,14
.................................... 517,461 878,626
.................................... 165,212 -0-
.................................... 216,729 235,86
............................... $ 317 $ 7.28
$ 182 $ 3.22

(2) Simple average of three months included in the quarter.

The Blanco Hub Spot Price was above $2.00 per
MMBtu in the first quarter of 2009. However, pursu-
ant to the terms of the gas purchase contact, WPX
continued to purchase gas produced from the Working
Interest Properties at the $1.70 minimum purchase
price, less certain gathering, processing and delivery
costs paid by WPX, established by the gas purchase
contract; and WPX received a price credit from WPC for
each MMBtu of natural gas so purchased by WPX equal
to the difference between the $1.70 minimum price
and the applicable index price (which price is equal to
97 percent of the applicable Blanco Hub Spot Price).
The Blanco Hub Spot Price was also above $1.75 per
MMBtu in April 2009.



Summary of Distributable Cash

Three Months Ended

Working Interest Properties (including Infill Wells): March 31, 2009
GIOSS PrOCEEAS 10 WPC ..ottt ettt ene s ene s s $ 6,442,215
Less: Royalty Obligations (1,503,583)

TAX EXPEINISES. ... eereeseeeeeee e ee e seesee s e s seessessesses s s s e s seseseseesse s st e sss et st se s s s e s en e e en e s es e (562,048)
NEL PIOCEEAS 10 WPC.....eoeeeeeee ettt s s enesnesnesnees e s saens $ 4,376,584

Farmout Properties:

Net Proceeds to WPC(].) ................................................................................................................. 206,451
Total Net Proceeds 4,583,035

Less: Operating Expenses......... (2,562,694)
Excess Capital Costs(2) (265,587)

Excess of Total Net Proceeds Over Operating Expenses and Excess Capital COSES........ovvvverrvreerrerrennnne. $ 1,754,754

Net Profits Interest (3) ........................................................................................................................... 931,608

Less: Trust Liabilities Paid........ccoereeieeieiiiiiiiii e (317,004)

DECrease iN CaSh RESEIVES......ccccuiieeiieiie e etees it eee e eee e e aesteeee s teetesaeestesaeenesreentesreesbeennenns 17,004

Interest Received ... 538

Distributable Cash . $ 632,145

Distributable Cash PEr UNQt....iuiieeieieiiiii sttt sttt st st e e se s s $ .065169

(1) Reflects production volumes for the three months ended February 28, (3) The NPI generally entitles the Trust to receive 81 percent of the NPI

2009 due to delays associated with the receipt of revenues. Net Proceeds. However, at the point that cumulative production from
the Underlying Properties exceeds 178.5 Bcf of gas and the internal

(2) Reflects amount of capital expenditures incurred by WPC in connection rate of return of the “after tax cash flow per Trust Unit” (as defined

with enhanced or secondary recovery, pressure maintenance, in the Conveyance) is from 12 to 14 percent, the percentage of NPI
repressuring, cycling and other similar operations conducted for Net Proceeds payable in respect of the NPI Net Proceeds payable in
the purpose of maintaining, sustaining or enhancing production respect of the NPI could be reduced to 60 percent. The cumulative
from wells on the Working Interest Properties for which the Trust is production since October 1, 1992, has exceeded 178.5 Bcf. However,
proportionately responsible pursuant to the Net Profits Conveyance the internal rate of return was 12% and this reduction was effective as

(the “Conveyance”) dated effective as of October 1, 1992 by and of October 1, 2000.
among WPC, Williams, the Trustee and the Delaware Trustee. Pursuant

to the Conveyance, the Trust did not incur any of the costs related to

WPC'’s working interest share of the required capital expenditures to

place into production any of the 113 proved developed nonproducing

wells existing at October 1, 1992 on the Working Interest Properties

which costs were borne by WPC.



Estimated Quarterly Tax Information Per Unit

he following information is intended to provide the

per unit data which should be used in the determi-
nation of each Unitholder’s share of income, expense
deduction and tax credits attributable to the Trust for the
quarters and should not be construed to be professional
tax or legal advice.

Gross Income: (1)

Working Interest Properties (New MeXiC0) ........cocevrveennen.
Infill Wells (NeW MEXICO).....ovcvvreireirieenienie e
Farmout Properties (Colorado) .......ccceveererriincenscenninenn
Total GrosS INCOME ......coveeviiiieree e

Less Severance TaX@) .........c.cvvvccuceeveeeeeeeee e
Royalty INCOME.......eoveeieriiricire e
INTEreSt INCOME........eviieiiciecie s
Less Administrative EXPENSe......ccovvvvevneenennenin s
Net Cash Distribution .........ccccevivevveienienneene e
Estimated Cost Depletion Factor®.........coeveevvveeseereesenns

(1) Gross income from the Working Interest Properties represents gross
proceeds minus royalties and operating costs.

(2) Severance tax applies to the Working Interest Properties only.

For Trust information contact:

This estimated information relates to the distribu-
tions to Unitholders of record on the February 17 and
May 15, 2009 record dates, and should be used by
Unitholders for calculation of second quarter estimated
tax payments. Unitholders are encouraged to consult
their own tax advisors.

Quarterly Distributions
($/unit except for production and depletion data)

February 27 May 29

........ $ .115041 $ .098231
........ .025761 .010768
........ .031347 .012770

- ATr2147 121769
........ (.028473) (.025728)
........ 143676 .096041
........ .001063 .000055
........ (.030927) (.030927)
........ $ 113811 $ .065169
........ 6.44% 4.83%

(3) The estimated cost depletion is based on production associated with
the distribution divided by the total estimate reserves attributable
to the Royalty Interests. To compute cost depletion for any quarter,
Unitholders should multiply the adjusted tax basis in their Units as
of the quarterly distribution record date by the estimated cost
depletion factor.
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