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PART |

Item 1. Business

This document includes “forward-looking statementsthin the meaning of Section 27A of the Secusitie
Act of 1933, as amended, and Section 21E of thar8ies Exchange Act of 1934. All statements otian
statements of historical facts included in this woent, including without limitation, statements and
“Management’s Discussion and Analysis of Finan€@ahdition and Results of Operations” regarding the
financial position, estimated quantities and nespnt values of reserves of the Torch Energy Rpyalist
(“Trust”) and statements that include the wordslithve”, “expects”, “anticipates”, “intends”, “estiates”,
“projects”, “target”, “goal”, “plans”, “objectives”“should” or similar expressions or variations éoevard-
looking statements. Torch Energy Advisors Incoaped (“Torch”) and the Trust can give no assurances
that the assumptions upon which these statemeatsased will prove to be correct. Important faxtbrat
could cause actual results to differ materiallynfr@orch’s expectations (“Cautionary Statements® ar
disclosed under “Risk Factors” elsewhere in thisuthent. All subsequent written and oral forwardking
statements attributable to the Trust or personagan its behalf are expressly qualified by thei@mary
Statements.

General

The Trust was formed effective October 1, 1993spant to a trust agreement (“Trust Agreement”)
among Wilmington Trust Company, not in its indivadlicapacity but solely as trustee of the Trust
(“Trustee”), Torch Royalty Company (“TRC”) and Vetao Gas Company, Ltd. (“Velasco”) as
owners of certain oil and gas properties (“UndedyProperties”) and Torch Energy Advisors
Incorporated (“Torch”) as grantor. TRC and Velasomated net profits interests (“Net Profits
Interests”) and conveyed such interests to Tofdie Trust was formed under the Delaware
statutory trust act (formerly known as the Delawausiness trust act). TRC and Velasco created
net profits interests (“Net Profits Interests”) whiburden certain oil and gas properties
(“Underlying Properties”) and Torch conveyed thd Reofits Interests to the Trust in exchange for
an aggregate of 8,600,000 units of beneficial ede(“Units”). Such Units were sold to the public
through various underwriters in November 1993. Gineent working interest owners of the
Underlying Properties are Torch Royalty Company,chd=&P Company, Samson Lone Star
Limited Partnership and Constellation Energy Pasthé C (“Working Interest Owners”).

The sole purpose of the Trust is to hold the Neffi®r Interests, to receive payments from the Wugki
Interest Owners, and to make payments to Unithsldgre Trust does not conduct any business actvity
has no officers, directors or employees. The Teust Trustee rely on third party service providers t
perform administrative services for the Trust. Toprovided accounting, bookkeeping, informationadl a
other services to the Trust related to the NetiRrdhterests pursuant to the Administrative Sersic
Agreement effective October 1, 1993 and an orahr@ement after termination of the Administrative
Services Agreement on January 29, 2008 through Ap#008. From November 7, 2008 through December
23, 2008, Torch provided certain accounting sesvioeconnection with the Trust's preparation ofHtm
10-K for the year ended December 31, 2007 pursieaah agreement between the Trust and Torch dated
November 7, 2008. To facilitate the winding dowrhe Trust, Torch currently provides certain actmg

and other services for the Trust pursuant to aeeagent with the Trust entered into on March 26920Dhe
initial term of such agreement expires March 31,®0r as sooner terminated by written notice frdttnee
party within 5 business days notice.

The Trust has no officers, directors or employ@d® Trust and Trustee rely solely on receiving aaieu

information, reports and other representations ffbonch and other service providers to the Trust. In
executing and submitting this report on behalfh&f Trust and with respect to Bruce L. Bisson incexeg
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the certifications relating to this report, the 3tee and Bruce L. Bisson have relied upon the acguof
such reports, information and representations.

In connection with the formation of the Trust, TRfd Velasco contracted to sell the oil and gasuarooh
from the Underlying Properties to Torch Energy Mditkg Inc. (“TEMI”), a subsidiary of Torch, under a
purchase contract (“Purchase Contract”) which edupon termination of the Trust on January 29,8200
(“Termination Date”). _SeeéMlarketing Arrangements in this section for oil agas pricing information
pertaining to the Underlying Properties. The Wiogkilnterest Owners receive payments reflecting the
proceeds of oil and gas sold and aggregate thgsegpas, deduct applicable costs and make paymeithe t
Trustee each quarter for the amounts due to thet.TRrior to the termination of the Trust, Unitheisl
received quarterly cash distributions relating ib and gas produced and sold from the Underlying
Properties. Following the termination of the Truke Trustee established a non-interest bearigigegated
cash reserve account (“Cash Reserve”) for paymeiihdy Trust of certain actual, contingent and utager
liabilities of the Trust, Seéootnote 4 of the Trust's audited financial stages for additional information
concerning the Cash Reserve. Because no addifioopérties will be contributed to the Trust, tissets of
the Trust deplete over time and a portion of eadhdlistribution made by the Trust is analogouss rteturn

of capital.

The Underlying Properties constitute working ingtsdn the Chalkley Field in Louisiana (“Chalkleield”),
the Robinson’s Bend Field in the Black Warrior Basl Alabama (“Robinson’s Bend Field”), fields that
produce from the Cotton Valley formations in TeXa3otton Valley Fields”) and fields that producerin
the Austin Chalk formation in Texas (“Austin Chddlelds”). The Underlying Properties representrigsés
in all productive formations from 100 feet belove ttheepest productive formation in each field tosinéace
when the Trust was formed. The Trust thereforenoaimterest in deeper productive formations.

Separate conveyances (“Conveyances”) were useaitsfér the Net Profits Interests in each statet N
proceeds (“Net Proceeds”), generally defined asgnmevenues received from the sale of production
attributable to the Underlying Properties duriny aeriod less property, production, severance émidas
taxes, and development, operating, and certairr ottss (excluding operating and development dosts

the Robinson’s Bend Field prior to January 1, 20@8¢ calculated separately for each Conveyante. |
during any period, costs and expenses deductedldnlating Net Proceeds exceed gross proceeds ander
Conveyance, neither the Trust nor Unitholders &@bkld to pay such excess directly, but the Trudk wi
receive no payments for distribution to Unitholdevgh respect to such Conveyance until future gross
proceeds exceed future costs and expenses plusuthalative excess of such costs and expenses not
previously recouped by TRC and Velasco plus intdiesreon. The complete definitions of Net Proseed
are set forth in the Conveyances.

The Trust received the affirmative vote of the Halters of more than 66 2/3% of the outstandingdtai
terminate the Trust at the meeting of Unitholdezklfon January 29, 2008. Upon termination of thesi
among other things, the Trustee is required totselNet Profits Interests. Specifically, pursu@nBection
9.03(e) of the Trust Agreement if the propertytaf Trust Estate (as defined in the Trust Agreentead)not
been sold prior to the end of one calendar yedoviihg the termination date, the Trustee, thereafteist
cause such assets to be sold at public auctionthé3rust was terminated by a vote of the Unitaddon
January 29, 2008 (the “Termination Date”), the T@asanticipates it will continue to consult witlethirust's
and Trustee’s financial and legal advisors in priegathe sales process and obtaining the necessary
information required for disclosure regarding theitdl to carry out the sale requirement under Sectio
9.03(e). No assurances can be given that theelerusitl be able to sell the Net Profits Intereststhe price
that will be distributed to Unitholders followingich a sale. Such distributions could be belowntiagket
value of the Units. The Trust can give no asswaraf the effect of the results of the affirmatixae to
terminate the Trust by the Unitholders on the cargd listing of the Units on the New York Stock Bange
(NYSE) or any other national quotation system.



Torch Energy Royalty Trust

As previously disclosed by the Trust in certaintsffilings with the Securities and Exchange Coniois
(“SEC”), the Trust and certain working interest @m (TRC, Torch E&P Company and Constellation
Energy Partners LLC) of the Underlying Propertiesevinvolved in an arbitration proceeding relatioghe
proper calculation of the quarterly Net Profitselrsts payments owed to the Trust following theniteation

of the Trust. The working interest owners contehttat the pricing mechanism contained in the teateid
Purchase Contract (including the sharing price amdimum price mechanism) should continue to be
utilized to calculate the quarterly Net Profitsdrdsts payments. In the arbitration proceeding,Ttistee,
not in its individual capacity but solely as Trwestaf the Trust, contended that the sharing pricehaugism

of the Purchase Contract (which determined theutation of the Net Profits Interests prior to the
termination of the Oil and Gas Purchase Contradthdt survive the termination of the Purchase @unttor
the termination of the Trust. On April 11, 2008u3t Venture Company, LLC, which owns the majority o
Units in the Trust, submitted an unopposed reqieesttervene in the arbitration and became a partye
arbitration. Trust Venture Company, LLC agreedchvifie Trustee, and took the position in the artitna
that the sharing price mechanism of the Purchasdr& did not survive the termination of the Pasd
Contract or the termination of the Trust.

The hearing on the merits in the arbitration comoeenon June 16, 2008 and was completed on June 20,
2008. On July 18, 2008, JAMS, through a panel adeharbitrators (“Arbitrators”), released an awacotice

to all parties (the “Award Notice”). In the Awardohice, the Arbitrators found that the Conveyanaesret
ambiguous and the pricing mechanism of the Purcl@s®ract is incorporated by reference into the
Conveyances notwithstanding termination of the Rase Contract. The Arbitrators therefore conclutied
the pricing mechanism (including the sharing paod minimum price mechanism) continues to burden th
Net Profits Interests and will do so for the lifetbe Conveyances. The Arbitrators also denied @acty’s
request for fees and costs; each party was reqtorbeéar its own fees and costs related to theratioin.
The Trust and Trustee incurred expenses as a rekulie arbitration and expect to continue to incur
expenses, including but not limited to legal feesa result of the winding down of the Trust. Skseltem

3. Legal Proceedings for subsequent event infoonatoncerning the arbitration and Award Notice.

As previously disclosed by Trust in its Current Be¢mn Form 8-K filed with the Securities and Excba
Commission (the “SEC”) on May 7, 2009, the Trusteiged a letter from the NYSE Regulation, Inc. (the
“NYSE") on May 1, 2009 informing the Trust that, agesult of its failure to timely file its Annu&eport
on Form 10-K for the fiscal year ended December2B08 (the “2008 Annual Report”) with the SEC, the
Trust was subject to certain procedures as spedifi&ection 802.01E, “SEC Annual Report Timelyirtgl
Criteria,” of the NYSE’'s Listed Company Manual (‘t%ien 802.01E") and further, regardless of the
procedures specified in Section 802.01E, the NY&Hdccommence delisting procedures at any timenduri
any period that is available to complete the filofighe 2008 Annual Report, if circumstances watran

As the Trust had been unable to obtain completeagndrate information regarding reserve informatiad
the financial statements of the Trust requiredeaariziuded in the 2008 Annual Report, the Trustaieed
unable to timely file its 2008 Annual Report. THere, the Trust requested an extension for continue
listing and trading on the NYSE notwithstandingfagure to file its 2008 Annual Report. On Octoligy,
2009, the Trust issued a press release (the “Release”) disclosing the receipt of notice from M¥ESE,
received on October 9, 2009, of the NYSE’s grarguath an extension, providing the Trust until Delsem
31, 2009 to complete and file its 2008 Annual Réeputh the SEC. However, the NYSE stated in its
extension grant that such extension is subjece&@sessment on an ongoing basis and the NYSE would
closely monitor the Trust's progress in completamgl filing the 2008 Annual Report. Failure of theidt to
make progress in its efforts to complete and fi'e SEC reports or failing to meet the minimum tgti
criteria could result in a suspension of the Trubsting and trading privileges.

Marketing Arrangements and Price Sharing
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In connection with the formation of the Trust, TR:lasco and TEMI entered into the Purchase Cantrac
which expired upon termination of the Trust. Parduto the Purchase Contract, TEMI was obligated to
purchase all net production attributable to the éflyohg Properties for an index price for oil andsg
(“Index Price”), less certain gathering, treatinglaransportation charges, which were calculatedthip.
The Index Price equals 97% of the average spotehgrices of oil and gas (“Average Market Prices’)
the four locations where TEMI sold production.

The Purchase Contract also provided that TEMI pawiaimum price (“Minimum Price”) for gas
production. The Minimum Price was adjusted annufdlyinflation and was $1.87, $1.83 and $1.80 per
MMBtu for 2008, 2007 and 2006, respectively. WH&MI paid a purchase price based on the Minimum
Price it received price credits (“Price Creditsggual to the difference between the Index Price thed
Minimum Price, that it was entitled to deduct irtedenining the purchase price when the Index Piocaeyés
exceeded the Minimum Price. In addition, if thedr Price for gas exceeded the sharing price, wiah
adjusted annually for inflation (“Sharing PriceTEMI was entitled to deduct 50% of such excessi¢&r
Differential”) in determining the purchase pric€he Sharing Price was $2.30, $2.26 and $2.22 peBMM

in 2008, 2007 and 2006, respectively. TEMI hadaanual option to discontinue the Minimum Price
commitment. However, if TEMI discontinued the Minim Price commitment, it would no longer be
entitled to deduct the Price Differential in calttihg the purchase price and would have forfeitedcarued
Price Credits. TEMI had no outstanding Price Gszdn the Termination Date and had not exercised it
option to discontinue the Minimum Price Commitmprior to the Purchase Contract’s expiration date.

After the Trust's termination, the Working Inter&tvners utilized the same pricing mechanisms (itioly

the Sharing Price and Minimum Price commitment madms) as the expired Purchase Contract in
calculating Net Proceeds due to the Trust. The \grinterest Owners also have the same annualrofiiio
discontinue the Minimum Price commitment. As ofcBmber 31, 2008, the Working Interest Owners had
no outstanding Price Credits and had not exerdgisetyht to discontinue the Minimum Price commitmhe

Gas production is purchased at the wellhead. ToereNet Proceeds do not include any amounts redeiv
in connection with extracting natural gas liquidsnfi such production at gas processing or treatinijties.

Gathering, Treating and Transportation Arrangements

The Purchase Contract, which expired upon the Braetmination, entitled TEMI to deduct certain gas
gathering, treating and transportation fees inutating the purchase price for gas in the Robirs@end,
Austin Chalk and Cotton Valley Fields. The amouthizt were deducted in calculating the purchaseepri
for such gas were set forth in the Purchase Cdnérraat were not affected by the actual costs indubge
TEMI to gather, treat and transport gas. For tlobiRson’s Bend Field, TEMI was entitled to deduct a
gathering, treating and transportation fee of $0.gér MMBtu adjusted for inflation ($0.314, $0.388d
$0.303 per MMBtu for 2008, 2007, and 2006, respebt), plus fuel usage equal to 5% of revenues.
Additionally, a gathering fee of $0.05 per MMBtu svaeducted in calculating the purchase price for
production from 73 of the 426 wells in the Robin'soBend Field. TEMI deducted $0.38 per MMBtu plus
17% of revenues in calculating the purchase piicepfoduction from the Austin Chalk Fields as a fee
gather, treat and transport gas production. TE&tlugted from the purchase price for gas for pradact
attributable to certain wells in the Cotton Valleields a transportation fee of $0.045 per MMBtyoob the
Trust's termination, the Working Interest Ownersduleted the same gas gathering, treating and
transportation fees that had previously been dedutty TEMI pursuant to the Purchase Contract in
calculating Net Proceeds due to the Trust.

During the years ended December 31, 2008, 20072806, gathering, treating and transportation fees
deducted from the Net Proceeds calculations pémtpito production during the twelve months ended
September 30, 2008, 2007 and 2006 in the Robin&emisl, Austin Chalk and Cotton Valley Fields, tethl
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$1.4 million, $1.5 million and $1.7 million for 280 2007 and 2006, respectively. No amounts for
gathering, treating or transportation are deduictexlculating the purchase price from the Challiesid.

On February 5, 2008, the Trust and Trustee confirthe existence of the Second Amendment to the Wate
Gathering and Disposal Agreement dated NovembeRB04 entered into by Robinson’s Bend Operating
Company, LLC, a Delaware company, successor ivasteto Torch Energy Associates, Ltd., a Texas
limited partnership (“Producer”), and Everlast EetLC, a Delaware company, successor in inter@st t
Velasco Gas Company Ltd., a Texas limited partrigrdfiGatherer”) (the “Second Amendment”). The
Second Amendment provides that Section 3.1 of tléeWGathering and Disposal Agreement entered into
as of August 9, 1990, by and between Producer’s Gatherer’s respective predecessors in interest, as
amended by the First Amendment to Water GathenimgRisposal Agreement entered into as of October 1,
1993, by and between such parties was amendedtsaictne Producer shall pay Gatherer a fee of $0e53
barrel for gathering, separation and disposal aewantil Trust terminates, at which point Produskall

pay Gatherer a fee of $1.00 per barrel for gatigeseparation and disposal of water.

Neither the Trust nor the Trustee is a party toAgeeement or the Second Amendment and the Trdstati
approve or ratify the Second Amendment. No asseraan be given of the effect of the Second Amendmen
on the Trust, its assets or the production costsgeable to the Trust based on the Agreement. &utrso

the Alabama net overriding royalty conveyance fo Trust, certain production costs including “seton
category costs” as defined in the conveyance aeggelable to the Trust, provided that the costs and
expenses paid by a working interest owner to dliaaff of the working interest owner and chargedbléne
Trust for performing such operations or serviceslsiot exceed competitive contract charges priaaih

the area for such operations or services. The Deigtves that the costs associated with the Ageeesre
considered “second category costs” and are likébjest to the competitive limitation noted abov&eealso
Item 3. Legal Proceedings for subsequent eveatrimtion concerning these matters.

Net Profits Interests

The Net Profits Interests entitle the Trust to neeed5% of the Net Proceeds attributable to oil gad
produced and sold from wells (other than infill isglon the Underlying Properties. In calculatingtN
Proceeds from the Robinson’s Bend Field, operatitdydevelopment costs incurred prior to Janua2p@3
were not deducted. In addition, the amounts paith¢ Trust from the Robinson’s Bend Field durimy a
calendar quarter are subject to a volume limitafifolume Limitation”) equal to the gross proceddsm

the sale of 912.5 MMcf of gas, less property, pabidun, severance and related taxes. The Robin&srid
Field production attributable to the Trust did moeet the Volume Limitation during the years ended
December 31, 2008, 2007 and 2006 and is not expoezi@o so in the future.

The Net Profits Interests also entitle the Trus2@86 of the Net Proceeds of wells drilled on thel&htying
Properties since the Trust’s establishment intmé&iions in which the Trust has an interest, othantwells
drilled to replace damaged or destroyed wells {flik¥ells”). Infill Wells Net Proceeds (“Infill W# Net
Proceeds”) represent the aggregate gross reveacewad from Infill Wells less the aggregate amoaint
the following Infill Well costs: i) property, prodtion, severance and similar taxes; ii) developnuasts;
iii) operating costs; and iv) interest on the rez@d portion, if any, of the foregoing costs comspudt a rate
of interest announced publicly by Citibank, N.ANew York as its base rate.

Availability of Reports

The Trust's principal offices are located at Rodisgyuare North, 1100 North Market Street, WilmingtBelaware
19890. The telephone number is (302) 636-6016e Tiust files quarterly and annual reports and roithf@rmation
with the Securities and Exchange Commission (“SEEZ8u may read and copy any document that we fita@SEC’s
Public Reference Room at 100 F Street, N.E., Wagshim D.C. 20549. Please call the SEC at 1-800-8&8D for
further information on the public reference roo@ur SEC filings are also available to the publionfrthe SEC’s
website at http://www.sec.gov and on our websitg:www.torchroyalty.com, which features all afirocurrent SEC
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filings free of charge as soon as reasonably mwacié after they are filed with the SEC. Our SEhds are also
available at the office of the NYSE. For furthefoirmation on obtaining copies of our public filinfflem the NYSE,
visit the NYSE website aftttp://www.nyse.com Information contained on the Trust’s website oy ather website
referenced herein is not incorporated by referémoethis report and does not constitute a pathisfreport.

Item 1A. Risk Factors

You should carefully consider the following riskcfars in addition to the other information includedhis
report. The risks set forth below are in additiorrisks that apply to most businessBse Trustee is in the
process of winding down and liquidating the Trulierathe affirmative vote of the requisite numbdr o
Unitholders. _Sefrust Termination below in this item. The othaslRFactors set forth below should be
considered in light of the wind up and liquidati@inthe Trust. If any of these risks or uncert@stactually
occur, the Trust’'s financial condition and resufsoperations and the future and current valuehefNet
Profits Interests could be materially adverselyetiéd. Additional risks not presently known to Thrast or
which the Trust considers immaterial based on médron currently available to it may also mateyiall
adversely affect the Trust. Because of these fsicpast financial performance should not be cameiti an
indication of future performance.

Trust Termination

The Trust received the affirmative vote of the Halters of more than 66 2/3% of the outstandingdta
terminate the Trust at the meeting of Unitholdezklfon January 29, 2008. Upon termination of thesi
among other things, the Trustee is required totkellNet Profits Interests. No assurances carnves ghat
the Trustee will be able to sell the Net Profiteetasts, or that the ultimate proceeds that wiltiiséributed

to Unitholders following such a sale will be equess to the market value of such interests. Such
distributions could be below the market value & thnits. The Trust and Trustee cannot anticiplage t
results that such termination of the Trust will @an its ability to sell the Net Profits Interests.

Specifically, pursuant to Section 9.03(e) of theisirAgreement if the property of the Trust Estais (
defined in the Trust Agreement) has not been solor po the end of one calendar year following the
termination date (prior to January 29, 2009), thesiee must then cause such assets to be soldlat pu
auction. As the Trust was terminated by a votehef Unitholders on January 29, 2008, the Trustee
anticipates it will continue to consult with theust's and Trustee’s financial and legal advisorprigparing

the sales process and obtaining the necessarynafian required for disclosure regarding the Utdtsarry

out the sale requirement under Section 9.03(e)erd’ltan be no assurance at this time of the specifi
timetable in which the Trust and Trustee would ble & obtain all the information advisable andessary
concerning the Net Profits Interests in order &pare and finalize the sales process.

The Trust’s continuing failure to timely file certain periodic reports with the SEC during the wind up
and liquidation of the Trust may pose significant isks to the Trust’'s business, which could materigt

and adversely affect the Trust financial conditionand results of operation and the current and/or
future value of the Net Profits Interests.

The public trading price for the Units tends tatied to the recent and expected levels of cashilalision on
the Units. The amounts available for distributiontbe Trust vary in response to numerous factotside
the control of the Trust, including prevailing mgcfor natural gas produced from the Trust's Neffier
Interests. The market price is not necessarilycatilie of the value that the Trust would realizét i$old
those Net Profits Interests to a third party bujreaddition, such market price is not necessaeifiective of
the fact that since the assets of the Trust arketiegp assets, a portion of each cash distribuypiaia on the
units should be considered by investors as a retucapital, with the remainder being considered asturn
on investment. There is no guarantee that distdbatmade to a Unitholder over the life of thespleking
assets will equal or exceed the purchase pricelpaille Unitholder.
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The Trust can give no assurances of the effedtefasults of the affirmative vote to terminate Thast by
the Unitholders on the continued listing of the t9ran the New York Stock Exchange (NYSE) or anyepth
national quotation system. Failure of the Trusinke progress in its efforts to complete andifdeSEC
reports or failing to meet the minimum listing erifa of the NYSE could result in a suspension effhust’s
listing and trading privileges. If the NYSE doest grant the Trust extensions to file its periagiports with
the NYSE, it has the right to begin proceedingddlist the units. A delisting of the Trust’s unisly have a
material adverse effect on the Trust, among ottiags reducing the liquidity and market price of timits.

If gas and oil prices decline significantly, the Tust's cash flow from operations will likely declineand
the Trust may have to lower the cash distribution®r may not be able to pay distributions at all durng
the wind up and liquidation of the Trust.

The Trust’'s cash distributions, operating resuitd ¢he value of the Net Profits Interest are sutistéy
dependent on prices of gas and, to a lesser extiéntPrices for oil and gas are volatile and swbject to
large fluctuations in response to relatively minbanges in the supply of and demand for oil and masket
uncertainty and a variety of additional factors diey the control of the Trust and/or Torch. Thesetdrs
include:

The domestic and foreign supply of and demand ifaral gas;

The price and quantity of foreign imports of oildagas;

The level of consumer product demand;

Weather conditions, including but not limited tairticanes in the Gulf of Mexico, can adversely
impact cash distributions received by the Trusthé wells drilled on the Underlying Properties
and related infrastructure were to be damaged werad weather conditions, cash flows
distributed to Unitholders could be delayed durihg period in which damage to such assets
were repaired. Additionally, costs associated siibh repairs not covered by insurance would
reduce cash distributions received by the Trust;

Overall domestic and global economic conditions;

Political and economic conditions and events ireifgm oil and gas producing countries,
including embargoes, continued hostilities in théddle East and other sustained military
campaigns, conditions in South America and Russid,acts of terrorism or sabotage;

o The ability of members of the Organization of Pletnon Exporting Countries to agree to and
maintain oil price and production controls;

Technological advances affecting energy consumption

Domestic and foreign governmental regulations ardtion;

The impact of energy conservation efforts;

The capacity of natural gas pipelines and otherspartation facilities to the Trust’s production;
and

o The price and availability of alternative fuels.

O O O ©o

O O O o

Any substantial and extended decline in the pricgas and oil would have an adverse effect on thsts
revenues, cash distributions and current and/ardutalue of the Net Profits Interests.

Trust expenses may have an adverse impact on thesttibutions to Unitholders during the wind up
and liguidation of the Trust.

Trust expenses, Sarbanes-Oxley compliance andflesgmiduring the wind down and liquidation of threst
may have an adverse effect on the ability of thestTto pay quarterly distributions to the Unithakle The
Trustee has set up a cash reserve account purtsu#ime Trust Agreement in order to provide the fnd
necessary for an orderly wind up and liquidatiomhaf Trust.
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The estimated reserve quantities in this report ardbased on many assumptions that may prove to be
inaccurate. Any material inaccuracies in these resve estimates or underlying assumptions will
materially affect the quantities and present valuef the Trust’s reserves.

Estimates of economically recoverable gas andesiénves and of future net cash flows are based apon
number of variable factors and assumptions, alvbich are to some degree speculative and may vary
considerably from actual results. Prices for oil yas are volatile and are subject to large fatans in
response to relatively minor changes in the supplgnd demand for oil and gas, market uncertainty @
variety of additional factors beyond the controltbé Trust and/or Torch. Therefore, actual produact
revenues, taxes and development and operation éxpess may not occur as estimated. As disclosed b
the Trust in its Annual Report on Form 10-K for theriod ended December 31, 2007 and in this Annual
Report, on December 30, 2008, Trust Venture Comphb¢ filed and subsequently served a derivative
lawsuit against Constellation Energy Partners LbhCAlabama state court alleging counts, in accordanc
with, inter alia, Section 3816 of the Delaware &taty Trust Act, codified at 12 Del. C. 3816(a), to
(i) recover any overcharges to the Trust by Coladieh Energy Partners LLC related to administeti
costs, water gathering, treating and disposal astisseverance taxes and (ii) require Constelld&ioergy
Partners LLC to provide an accounting of its rexemand expenses as required under the Net Owgrridi
Royalty Conveyance filed of record in Tuscaloosaii@p, Alabama. There can be no assurance as to the
outcome or result of this derivative lawsuit or #feect of the derivative lawsuit may have on th&alation

of the reserve reports and the estimated reservatitjas.

Future results of the Trust will depend upon thditgbof the owners of the Underlying Properties to
develop, produce and sell their oil and natural rgaerves and the corresponding proceeds from saleb
which may vary widely. The reserve data includedem are estimates only and are subject to many
uncertainties. Actual quantities of oil and natas may differ considerably from the amountsfegh
herein. In addition, different reserve engineeesy make different estimates of reserve quantitresaash
flows based upon the same available data. The miresdue, discounted at 10%, of future net castvglo
from proved reserves attributable to the Net Psdfiterests does not represent the fair markeevalithe
proved reserves, or the price at which the NetiRrbfterests could be sold. A determination of faarket
value would involve consideration of many factarsaddition to the present value, discounted at 1@%.
impairment loss is recognized when the net carryaige of the Net Profits Interests exceeds itsrfarket
value. No impairment loss was recognized duringydbees ended December 31, 2008, 2007 and 2006.

As more Infill Wells are drilled, they could cause a reduction inraounts payable to the Trust or a
purchaser of the Net Profits Interests.

The Net Profits Interests include a 20 percentpnetit interest in Infill Wells. Infill Wells mayrecover a
portion of the reserves that would otherwise bedpced from wells burdened by the Trust's Net Psofit
Interests. Since the Trust is entitled to receivg®8rcent of the Net Proceeds from production medey
its Net Profits Interests but only 20 percent o tiet profits from Infill Wells, the drilling of kil Wells
may reduce payments to the Trust, and ultimatediridutions to Trust Unitholders.

The Trust’s business is subject to operational riskthat may not be fully insured, which, if they wee to
occur, could adversely affect the Trust's financialcondition or results of operations and, as a restl
the Trust’s ability to pay distributions to Unithol ders.

Cash payments to the Trust are derived from thdymtton and sale of gas and oil, which operatioes a
subject to risk inherent in such activities, sushbdowouts, cratering, explosions, damage to egeigm
caused by weather conditions, facility or equipmeaifunctions, uncontrollable flows of oil, gas well
fluids, fires, pollution and other environmentalks. These risks could result in substantial ksgach are
deducted in calculating the Net Proceeds paidddtist due to injury and loss of life, severe dgen@ and
destruction of property and equipment, pollutiord asther environmental damage and suspension of
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operations. The Trust may elect not to obtainriasce if it believes that the cost of availableunasice is
excessive relative to the perceived risks presernitedses could therefore occur for uninsurableransured
risks or in amounts in excess of existing insuracmezrage. The occurrence of an event that idutigt
covered by insurance could have a material advienpact on the Trust's business activities, finahcia
condition, results of operations and ability to mhstributions to Unitholders. The failure of apepator of
the Underlying Properties to conduct its operationglischarge its obligations in a proper mannericto
have an adverse effect on the Net Proceeds patgathle Trust.

The Trust may be unable to compete effectively witharger companies, which may adversely affect the
Trust’s ability to generate sufficient revenue andts ability to pay distributions to Unitholders pri or to
the windup and liquidation of the Trust.

The Trust's distributions are dependent on gasymioh and prices and, to a lesser extent, oil ypeodn

and prices from the Underlying Properties. The igdsistry is highly competitive in all of its phaseln
marketing production from the Underlying Propertiegjor gas companies, independent gas concerds, an
individual producers and operators may provide caitipn. Many of these competitors have greater
financial and other resources than the companiekatiag the production of the Trust. Competitioaym
also be presented by alternative fuel sourcesydf) heating oil and other fossil fuels. In awidit the
Trust and Trustee do not independently monitor \arking Interest Owners financial viability on an
ongoing basis which may have an effect on the Tandtits ability to pay distributions to the Unittiers.

The Trust's operations are subject to regulations Wich may limit the Trust’'s production of natural
gas or the price that the Trust receives for naturbgas.

The production, transportation and sale of natgaal from the Underlying Properties are subjectetdefral
and state governmental regulation, including reguieof tariffs charged by pipelines, taxes, thevemtion

of waste, the conservation of gas, pollution cdstand various other matters. The United States ha
governmental power to impose pollution control neas.

If it is determined that the Trust is subject to the Texas margin tax, the Trustee may have to withhdl
a disproportionate amount from future distributions to pay the tax liability.

The Trustee does not intend to pay any amountthéonew Texas margin tax for tax years 2007 an@®,200
based on the assumption that the Trust is exeropt fax as a passive entity; however, there is otlyr@o
clear statutory authority that the Trust meets irequents for the margin tax exemption as a passiiy.

If it is subsequently determined that the Trustas exempt from the margin tax, the Trust woulddxpuired

to deduct and withhold from future distribution® thmounts necessary to pay the margin tax for ¢lagsy
ended December 31, 2007 and 2008, including theligdility accruing on income distributed after
December 2006 attributable to 2007 and 2008 Teanues from which no tax was withheld. For more
information about the Texas margin tax, Bede 3 to the Trust's financial statements.

Federal Regulation

The Underlying Properties are subject to the jucissh of FERC with respect to various aspects a$ g
operations including the marketing and productibgas. The Natural Gas Act and the Natural Gagyol
Act (collectively, the “Acts”) mandate Federal régjfion of interstate transportation of gas. Theuxa Gas
Wellhead Decontrol Act of 1989 terminated wellhgaite controls on all domestic gas on January 2319
Numerous questions have been raised concernirigtérpretation and implementation of several sigatiiit
provisions of the Acts and of the regulations aoticees promulgated by FERC thereunder. A number o
lawsuits and administrative proceedings have bestituted which challenge the validity of regulaso
implementing the Acts. In addition, FERC currerits under consideration various policies and walso
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that may affect the marketing of gas under new exidting contracts. Accordingly, Torch is unalbbe t
predict the impact of any such government regutatio

In the past, Congress has been very active in tha af gas regulation. Legislation enacted in atpe
incremental pricing requirements and gas use rettrareviously applicable. At the present tinmteijsi
impossible to predict what proposals, if any, miglstually be enacted by Congress or the various sta
legislatures and what effect, if any, such propoaadbht have on the Underlying Properties and thusstT

State Regulation

Many state jurisdictions have at times imposedtations on the production of gas by restricting ridwe of
flow for gas wells below their actual capacity toguce and by imposing acreage limitations fordhking

of a well. States may also impose additional ratjuhs of these matters. Most states regulate the
production of gas, including requirements for atitay drilling permits, the method of developing new
fields, provisions for the unitization or pooling gas properties, the spacing, operation, plugging
abandonment of wells and the prevention of wasgaesfresources. The rate of production may bdatgl
and the maximum daily production allowable from gaslls may be established on a market demand or
conservation basis or both.

Because the Trust handles oil and gas petroleum pilacts, the Trust may incur significant costs and
liabilities in the future resulting from a failure to comply with new or existing environmental
regulations or an accidental release of hazardousilsstances in the environment.

Activities on the Underlying Properties are subjextexisting Federal, state and local laws, ruled a
regulations relating to the protection of publicalle and welfare, safety and the environment, uliclg,
without limitation, laws regulating the releasenadterials into the environment and laws protecéirgas of
particular environmental concern. It is anticiphtbat, absent the occurrence of an unanticipatedte
compliance with these laws will not have a mateadlerse effect upon the Trust or Unitholders. clidras
informed the Trust that it cannot predict what effeuture regulation or legislation, enforcementiges
thereunder, and claims for damages to property,l®mes, other persons and the environment resulting
from operations on the Underlying Properties cdwdde on the Trust or Unitholders. However, purstan
the terms of the Conveyances, any costs or expansaged by TRC or Velasco in connection with
environmental liabilities, to the extent arisingt @di or relating to activities occurring on, or é@nnection
with, or conditions existing on or under, the Undeg Properties before October 1, 1993, will bernmoby
TRC or Velasco and not the Trust and will not bdwi¢ed in calculating Net Proceeds and will, thenef
not reduce amounts payable to the Trust.

Net Proceeds Attributable to the Robinson’s Bend Feld have declined significantly.

Prior to December 31, 2002, lease operating exgewsee not deducted in calculating the Net Proceeds
payable to the Trust from the Robinson’s Bend Fididl accordance with the provisions of the Netfityo
Interest conveyance covering the Robinson’s BergldFicommencing with the second quarter 2003
distribution (pertaining to the quarter ended MaBdh 2003 production) lease operating expensesapithl
expenditures have been deducted in calculatingPXateeds. These expenses and expenditures ag bein
reviewed by the Trust, including the Second Amenanwd the Water Gathering and Disposal. The Trust
receives no payments for distributions to Unithoddeiith respect to the Robinson’s Bend Field when
proceeds do not exceed the sum of costs and expanddahe cumulative excess of such costs and s@pen
including interest (“Robinson’s Bend Field CumulatiDeficit”). The Trust received approximately &0.
million in 2006 (pertaining to production duringetitwelve month period ended September 30, 2006) for
payments for distributions to Unitholders with respto the Robinson’s Bend Field. The Trust reegio
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payments for distributions to Unitholders with respto the Robinson’s Bend Field during the yeaded
December 31, 2007 and 2008.

The Robinson’s Bend Field Cumulative Deficit at Beder 31, 2008 (pertaining to production as of
September 30, 2008) was approximately $42,000.thBiethe Trust nor Unitholders are liable to paghsu
deficit. However, the Trust will receive no payrtewith respect to the Robinson’s Bend Field untilire
proceeds exceed the Robinson’s Bend CumulativeciDefi

The market price for the Trust’'s Units may not reflect the value of the Net Profits Interests held bthe
Trust.

The public trading price for the Trust Units tendsbe tied to the recent and expected levels ofi cas
distributions on the Trust Units. The amounts ladé for distribution by the Trust vary in respen®
numerous factors outside the control of the Tinstuding prevailing prices for oil and natural gasduced
from the Underlying Properties. The market pri€énhe Trust Units is not necessarily indicativettod value
that the Trust would realize if the Net Profitsdrgsts were sold to a third party buyer. In addijtisuch
market price is not necessarily reflective of thetfthat, since the assets of the Trust are deglaisets, a
portion of each cash distribution paid on the Tiustts should be considered by investors as ametér
capital, with the remainder being considered asetarm on investment. There is no guarantee that
distributions made to a Unitholder over the lifetbése depleting assets will equal or exceed tihehpse
price paid by the Unitholder.

Financial information of the Trust is not prepared in accordance with GAAP.

The financial statements of the Trust are prepameda modified cash basis of accounting, which is a
comprehensive basis of accounting other than adecmuprinciples generally accepted in the U.S., or
GAAP. Although this basis of accounting is perndtt®r royalty trusts by the Securities and Exchange
Commission, the financial statements of the Trifsérdfrom GAAP financial statements because nefitg
income is not accrued in the month of productioxpemses are not recognized when incurred and cash
reserves may be established for certain contingenttiat would not be recorded in GAAP financial
statements.

The Trust is dependent on certain service providerto provide various services to the Trust.

The Trust and Trustee rely on third party serviceviglers to perform administrative services, Saesan
Oxley compliance services and other services fer Thust. Torch provided accounting, bookkeeping,
informational and other services to the Trust eslato the Net Profits Interests pursuant to the
Administrative Services Agreement effective Octobet993 and an oral arrangement after terminagfon
the Administrative Services Agreement on Januar?2@98 through April 1, 2008.

On November 7, 2008, the Trust and Torch enteredagmeement whereby Torch provided certain
accounting services in connection with the prepamabf the Trust's Form 10-K for the year ended
December 31, 2007. Such service agreement expeedmber 23, 2008.

To facilitate the winding down of the Trust, Torctrrently provides certain accounting and othevises
for the Trust pursuant to an agreement with thesfTemtered into on March 26, 2009. The initiahtesf
such agreement expires March 31, 2010 or as seemainated by written notice from either party vinitts
business days notice. The inability of the Trashire qualified services providers to assist i Wind up
and liquidation of the Trust may have a materialegise effect on the operations of the Trust.

Unitholders have limited voting rights.

11
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\oting rights as a Unitholder are more limited thhose of stockholders of most public corporatioR®r
example, there is no requirement for annual mesetimigUnitholders or an annual or other periodic re-
election of the Trustee. Unlike corporations whack generally governed by boards of directorsteteby
their equity holders, the Trust is administeredalgorporate trustee in accordance with the Truseémgent
and other organizational documents. The Trusteesk@iemely limited discretion in its administratiof the
Trust as set forth in the Trust’s Trust Agreement.

Item 1B. Unresolved Staff Comments

The Trust does not currently have any unresolvedii8aes and Exchange Commission staff comments.

Item 2. Properties

Description of the Underlying Properties

Chalkley Field The Underlying Properties in the Chalkley Fielogated in Cameron Parish, Louisiana,
include an average 16.2% working interest (12.1%reeenue interest) in five unitized wells (exclugli
Infill Wells) producing from the Miogyp “B” reseriio As of December 31, 2008, one Infill Well hasen
drilled on the Underlying Properties in the Chakigeld. The average working interest and net meee
interest (net to the Trust's 20% interest) is agpnately 3.2% and 2.4%. These wells produce frategth

in excess of 14,000 feet. A subsidiary of ExxonMGlrporation operates the wells.

Robinson’s Bend FieldThe Underlying Properties include an average @9v@rking interest (30.3% net
revenue interest) in 392 wells (excluding Infill ¢ in the Robinson’s Bend Field in the Black Wairr
Basin of Alabama. As of December 31, 2008, 34lInfiells have been drilled on the Underlying Projesrt
in the Robinson’s Bend Field. The average workntgrest and net revenue interest of the RobinsBaidd
Infill Wells (net to the Trust’s 20% interest) ipoximately 6.3% and 4.8%, respectively. All bétwells
in the Robinson’s Bend Field are operated by al tbarty, Robinson’s Bend Operating I, LLC.

Cotton Valley Fields The Underlying Properties include an averag®% working interest (40.2% net
revenue interest) in 41 wells (excluding Infill W&lin four fields that produce from the Upper draver
Cotton Valley formations in Texas. As of DecemBdr; 2008, 32 Infill Wells have been drilled on the
Underlying Properties in the Cotton Valley FieldBhe average working interest and net revenueastef
the Cotton Valley Fields Infill Wells (net to theukt's 20% interest) is approximately 13.8% andlL%,.
respectively. A subsidiary of Torch operatesodGhese wells. The remaining wells are operatgd b
Samson Lone Star Limited Partnership (“Samson”).

Austin Chalk Fields The Underlying Properties include an averaigk7.9% working interest (14.1% net
revenue interest) in 75 wells in the Austin Chalkldis of Central Texas. Production from thesedeis
derived primarily from the highly fractured Ausihalk formation using horizontal drilling technigueA
subsidiary of Torch operates two wells in the Austhalk Fields. The remaining wells in the Ausiihalk
Fields are operated by third parties.

Oil and Gas Reserves

The pre-tax future net cash flows, discounted &b, 1@ttributable to the net proved reserves of tie¢ N
Profits Interests was approximately $20.4 millienoh December 31, 2008. Future cash flows attaibletto

the Robinson’s Bend Field's Net Profits Interestravestimated to have no value to the Trust as of
December 31, 2008. See Note 7 of the audited dinhstatements for additional information concegiihe

net proved reserves of the Net Profits Interests.
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As disclosed by the Trust in its Annual Report amrf 10-K for the year ended December 31, 2007 and i
this Annual Report, on December 30, 2008, TrusttMenCompany, LLC filed and subsequently served a
derivative lawsuit against Constellation Energytikanrs LLC in Alabama state court alleging counts, i
accordance with, inter alia, Section 3816 of théaldare Statutory Trust Act, codified at 12 Del.3816(a),

to (i) recover any overcharges to the Trust by @dlagion Energy Partners LLC related to admimiste
costs, water gathering, treating and disposal cstisseverance taxes and (ii) require Constelld&ioergy
Partners LLC to provide an accounting of its rexamand expenses as required under the Net Owegrridi
Royalty Conveyance filed of record in Tuscaloosaii@p, Alabama. There can be no assurance as to the
outcome or result of this derivative lawsuit or #feect of the derivative lawsuit may have on th&calation

of the reserve reports and the estimated reservatitjas.

Well Count and Acreage Summary

The following table shows, as of December 31, 2@08,gross and net interest in oil and gas weligHe
Underlying Properties:

Gas Wells Oil Wells
Gross Net Gross Net
Chalkley Field ...........cccccvvvveeeeenn. 6 .8
Robinson’s Bend Field ................. 426 170.4
Cotton Valley Fields..................... 73 25.4 ---
Austin Chalk Fields...................... 33 5.7 42 7.7
0] 7| R 538 202.3 42 7.7

The following table shows the gross and net acréagine Underlying Properties as of December 3D&

A gross acre in the following table refers to thember of acres in which a working interest is owned
directly by the Trust. The number of net acrethes sum of the fractional ownership of working net&ts
owned directly by the Trust in the gross acres esged as a whole number and percentages thereoét A
acre is deemed to exist when the sum of fractionalership of working interests in gross acres ejoae.

Acreage
Gross Net
Chalkley Field..........c.cccccceeevvinene. 2215 348
Robinson’s Bend Field.................. 33,404 ,2B8
Cotton Valley Fields ..................... 4,411 ,6@6
Austin Chalk Fields...........ccc......... 28,364 5,090
0] 7= | 68133 22,332

Drilling Activity

The following table sets forth the results of dnilj activity for the Underlying Properties duringetthree
years ended December 31, 2008. Gross wells, agpites to wells in the following table, refers ttee
number of wells in which a working interest is owrdirectly by the owners of the Underlying Propesti
and Infill Wells (“Gross Well”). A net well (“Newell”) represents the sum of the fractional owngrsh
working interests in the Gross Wells expressedlasesnumbers and percentages thereof.

All of the wells shown below represent Infill Weltkilled on the Underlying Properties in the Chaikl
Field, Cotton Valley Fields and the Robinson’s Bé&ield. The Net Profits Interest entitle the TrisR0%
of Infill Well Net Proceeds which is defined as ggoproceeds from the sale of production attribetabl
Infill Wells less all production, drilling and corgtion costs of such wells. Infill Well Net Procseare
calculated by aggregating the proceeds and castslfrfill Wells on a state by state basis.

Development Wells — Chalkley Field (a)
Gross Net
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Productive Dry Holes Total Productive Dry Holes Total
2008 0 0 0 0 0 0
2007 1 0 1 0.03 0 0.03
2006 0 0 0 0 0 0
Development Wells — Cotton Valley Fields
Gross Net
Productive Dry Holes Total Productive Dry Holes Total
2008 1 0 1 0.2 0 0.2
2007 2 0 2 0.3 0 0.3
2006 4 0 4 0.6 0 0.6
Development Wells — Robinson’s Bend Field (b)
Gross Net
Productive Dry Holes Total Productive Dry Holes Total
2008 3 0 3 0.2 0 0.2
2007 8 0 8 1.2 0 1.2
2006 12 0 12 0.6 0 0.6

(&) The Trust has not received cash distributisitls respect to the Infill Well drilled in the Chkéey Field. As of December 31, 2008, costs and
expenses exceeded gross revenues by approximatélyriillion (before interest). The Trust will réee no payments for distributions with respect
to the Chalkley Field Infill Well until the futurproceeds exceed the sum of future costs and expansethe cumulative excess of such costs and
expenses including interest.

(b) The Trust has not received cash distributieith respect to the Infill Wells drilled in the Rioison’s Bend Field. As of December 31, 2008
(pertaining to sales through September 30, 20@8tsand expenses exceeded gross revenues by iapgary $1.3 million. The Trust will receive

no payments for distributions with respect to thadiRson’s Bend Infill Wells until the future proceexceed the sum of future costs and expenses
and the cumulative excess of such costs and expérdading interest.

There was no other drilling activity on the Undernty Properties during the three years ended Dece@ihe
2008.

Oil and Gas Sales Prices and Production Costs

The following table sets forth, for the UnderlyiRgoperties, the net production volumes of gas adhdhe
weighted average lifting cost and taxes per Mcfdudeed in calculating Net Proceeds and the weighted
average sales price per Mcf of gas and Bbl ofasilproduction attributable to Net Proceeds recelwethe
Trust during the years ended December 31, 2008, 260 2006 (derived from production during the teel
months ended September 30, 2008, 2007 and 20@@ctasly).

Chalkley, Cotton Valley And Austin Chalk Fields

2008 2007 2006

Production:

GaS (MMCE) .. 1,544 1,811 955

Ol (MBBIY. ... 14 15 19
Weighted average lifting cost per Mcfe.........ccccceeeeiiiiieenneen. $ 92 3 1.15 $ 1.01
Weighted average taxes on production per Mcfe.................. $ A7 $ .39 $ A2
Weighted average sales price (a)

GaS (BIMCE) e $ .55 $ 4.29 $ 5.27

Ol (B/BBIY e $ 591 $ 57.51 $ 58.56
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Robinson’s Bend Field

2008 2007 2006

Production:

GAS (MMCE) oot eeeee et 1,579 1,667 762

Ol (MDDt
Weighted average lifting cost per Mcfe ..........cccccoveveiiiennes $ 4.19 $ 3.59 $ 3.43
Weighted average taxes on production per Mcfe.................. $ A7 $ .34 $ 45
Weighted average sales price (a)

GaS (BIMCT) v $ .88 $ 3.83 $ 4.71

Ol (B/BDI) et $ $ $

(a) Average sales prices are reflective of gaepreceived by the Trust less certain gathetiegting and transportation charges.

Item 3. Legal Proceedings

On October 16, 2008, Trust Venture Company, LLC htinington Trust Company, solely in its capacity
as Trustee for the Torch Energy Royalty Trust, €tbgr, “Plaintiffs”) filed a petition against Tord¢koyalty
Company, Torch E&P Company, and Constellation BEn@aytners LLC (collectively, “Defendants”) in the
District Court of Harris County, Texas. The petitisought to vacate the arbitration award issuethby
JAMS Panel in Defendants’ favor on July 18, 2008hi& arbitration captioned Torch Royalty Co., etval
Wilmington Trust Co., et al., JAMS Reference No103017310. _Se#tem 1. Business — General for a
description of the arbitration. Defendants filethation to dismiss the Plaintiffs’ petition anddonfirm the
arbitration award. On or about December 10, 2@888,Court entered an Order dismissing the peteioth
granting the Defendants’ motion to confirm the tetion award.

On December 22, 2008, the Trustee received a deredigdl from Trust Venture Company, LLC with
respect to certain enumerated costs - includingirsdtrative costs and costs for water gatheringating
and disposal - that are deducted by the workingrést owners of the Underlying Properties from et
Profit Interests before remitting the Net Proceed$e Trustee and the Trust. Trust Venture ComplainC
has concluded that the Trust has been overchaageldcpntinues to be overcharged) by the workingr&st
owners of certain of the Underlying Properties #rat these overcharges have damaged the Trust&ad
result, all of the Trust’'s Unitholders). In additi Trust Venture Company, LLC asserts that thekimgr
interest owners have failed to provide the requaecbuntings as set forth in the Conveyances aatdlle
Trust may request the court to require the workirigrest owners to provide such an accounting. stTru
Venture Company, LLC requested that the Trustdeeeinstitute legal action against the working riest
owners, or authorize Trust Venture Company, LLCcemnmence a derivative action against the current
working interest owner of the Alabama property ae@dance withinter alia, Section 3816 of the Delaware
Statutory Trust Act, codified at 12 Del. C. 3816a)recover all overcharges related to adminiseatosts,
water gathering, treating and disposal costs ahdvalrcharges reflected in the accounting. Thesibw
responded on December 22, 2008 to Trust Venturep@og LLC with a request for additional information
which it has now received. The Trustee carefullgsidered Trust Venture Company, LLC’s demandigette
and concluded, in the reasoned exercise of itqbasijudgment, that it is in the best interesheffrust and
all Unitholders to authorize Trust Venture CompanyC to commence a derivative action and provided i
authorization as of December 30, 2008.

As disclosed by the Trust in its Annual Report @nnir 10-K for the year ended December 31, 2007 (7200
Annual Report”), Trust Venture intended to commemceerivative action against Constellation Energy
Partners LLC, the working interest owners of certail and gas fields located in Alabama, in accooda
with, inter alia, Section 3816 of the Delaware @@ty Trust Act, codified at 12 Del. C. 3816(a), (ip
recover any overcharges to the Trust by ConstefidEnergy Partners LLC related to administrativet€o
water gathering, treating and disposal costs amgraece taxes and (ii) require Constellation Energy
Partners LLC to provide an accounting of its rewenand expenses as required under the Net Overridin
Royalty Conveyance filed of record in Tuscaloosaiily, Alabama. On December 30, 2008, Trust Venture
filed and subsequently served a derivative lawagdinst Constellation Energy Partners LLC in Alabam
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state court alleging such overcharges, challengfiegcalculation of the Net Profits Interests unte
conveyances that were used to transfer the natgpnoferests in each state, and demanding an atogwf
Constellation Energy Partners LLC's revenues angepsges. In response to the derivative lawsuit, on
February 9, 2009, Constellation Energy Partners [ilgd in Alabama state court a motion to dismigshs
lawsuit without prejudice in favor of arbitration iTexas on various grounds, including Trust Verisure
alleged lack of standing and Trust Venture's aliefmlure to comply with certain contractual agrests.
The Alabama state court denied Constellation En&agtners LLC’s motion to dismiss on February 25,
2009, and so the Alabama derivative action is m@dicey against Constellation Energy Partners LLC.

On February 12, 2009, the Trustee received a iggltdopy of a demand for arbitration dated Febri@ary
2009 by Constellation Energy Partners LLC beforeMPAin Texas (the “Demand Notice”) seeking a
declaratory judgment that Constellation Energyrag LLC (i) correctly calculated and paid the Retfits
Interests payments due to the Trust, (ii) correchigrged the Trust for certain well accounting mew and
severance taxes, and (iii) has complied with itstraatual reporting requirements due to the Trimsthe
Demand Notice, Constellation Energy Partners LL@inokéd that, because the Trust authorized Trust
Venture to file the derivative lawsuit, “there dsisa judicable conflict between Constellation Egerg
Partners LLC and the Trust that is subject to rggmt by arbitration.”

On February 12, 2009, Trust Venture filed an enmmrgemotion in Alabama state court to stay the
arbitration demanded by Constellation Energy PastheC until such time as the court issues a judgnas

to the enforceability of the arbitration agreememnatde by and between the Trust and Constellatiomgigne
Partners LLC. The court denied that motion on Falyr@25, 2009. On March 9, 2009, the Trustee fited i
own motion in the same Alabama state court seetdnigtervene in the derivative action for the lieat
purpose of moving for a stay of the Texas arbibratintil resolution of the derivative action. ThéaBama
state court heard oral argument on the Trustee'Bommn March 25, 2009, and on April 1, 2009, the
Alabama state court denied the Trustee’s motionsty the Texas arbitration and further denied
Constellation Energy Partners LLC’s motion to dtay Alabama state court derivative action. Subsattyye
the Trustee filed a motion to dismiss or stay tk&ak arbitration with JAMS and the arbitration pdreard
oral argument on April 10, 2009 and on April 13090granted the Trustee's motion to stay the Texas
arbitration proceedings pending the outcome of Ahl@bama derivative action. The arbitration panel
subsequently entered an Order of Dismissal withaeisto the Texas arbitration dated July 27, 200@&re
can be no assurance as to the outcome or restiieof\labama derivative litigation or that Constida
Energy Partners LLC will not challenge the OrdeiDigmissal entered by the arbitration panel on 2y
2009 or file other arbitration claims. On Augudt, 2009, the Alabama state court added the Trust as
nominal plaintiff in the Alabama derivative actitimt is proceeding against Constellation Energynees
LLC.

Item 4. Submission of Matters to a Vote of Unithalers

The Trust received the affirmative vote of the Walters of more than 66 2/3% of the outstandingdJtu
terminate the Trust at the meeting of Unitholdezkiton January 29, 2008. Upon termination of thesfl
among other things, the Trustee is required toteelNet Profits Interests. Specifically, pursuanEection
9.03(e) of the Trust Agreement if the propertytaf Trust Estate (as defined in the Trust Agreentaa)not
been sold prior to the end of one calendar yedovihg the termination date, the Trustee, thereaffeist
cause such assets to be sold at public auctionthé\3rust was terminated by a vote of the Unitbmddon
January 29, 2008, the Trustee anticipates it wilitimue to consult with the Trust's and Truste@sicial
and legal advisors in preparing the sales processabtaining the necessary information required for
disclosure regarding the units to carry out the satjuirement under Section 9.03(e). No assuratarede
given that the Trustee will be able to sell the Retfits Interests, or the price that will be dimtited to
Unitholders following such a sale. Such distribng could be below the market value of the Units.
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The Trust can give no assurances of the effedtefasults of the affirmative vote to terminate Thast by
the Unitholders on the continued listing of thetsin the New York Stock Exchange (NYSE) or anyepth
national quotation system.
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PART Il

Item 5. Market for Registrant’s Units and RelatedUnitholder Matters

The Units are listed and traded on the New Yorlclstexchange under the symbol “TRU.” At March 31,
2009 and November 20, 2009, there were 8,600,006 Wutstanding and approximately 198 and 188
Unitholders of record, respectively. The followitapble sets forth, for the periods indicated, tighand
low sales prices per Unit on the New York Stock e (“NYSE”") and the amount of quarterly cash
distributions per Unit made by the Trust:

Cash
High Low Distributions
Fiscal Year Ended December 31, 2007:
Quarter ended March 31, 2007 ......c...ccvveeeeennes, $ 7.30 $ 6.16 $ .10
Quarter ended June 30, 2007 .......cccccvveeeeeeenne.. $ 8.31 $ 6.33 $ .10
Quarter ended September 30, 2007................... $ 10.00 $ 7.11 $ 12
Quarter ended December 31, 2007.................... $ 11.82 $ 7.51 $ .16
Fiscal Year Ended December 31, 2008:
Quarter ended March 31, 2008 ...........cceveeeeemneen. $ 10.91 $ 8.47 $ .03
Quarter ended June 30, 2008 ...........ccveeeeeeeeene.. $ 12.65 $ 6.57 $ .00
Quarter ended September 30, 2008................... $ 9.74 $ 1.63 $ .00
Quarter ended December 31, 2008.................... $ 4.18 $ 1.01 $ .00
Interim Period:
Quarter ended March 31, 2009 $ 2.99 $1.19 $ .00
Quarter ended June 30, 2009 $ 4.80 $1.44 $ .35
Quarter ended September 30, 2009 $ 8.74 $3.20 $ .00

On March 31, 2009, the high and low sales priceupéron the NYSE was $2.25 and $2.18, respectivEly June 30, 2009, the
high and low sales price per unit on the NYSE whd®and $3.90, respectively. On September 309,26@ high and low sales
price per unit on the NYSE was $7.24 and $6.8%aetively.

On November 19, 2009, the high and low sales grégeunit on the NYSE was $6.76 and $6.60, respalgtiv

Iltem 6. Selected Financial Datgln thousands, except per Unit amounts)

Year Ended December 31,

2008 2007 2006 2005 2004
Net profits income........... $ 6,217 $ 4,842 $ 7,796 $ 5,818 @161
Distributable income....... $ 3,162 $ 4,133 $ 7,262 $ 5,601 55657
Distributions declared..... $ 258 $ 4,102 $ 7,250 $ 5,590 5728
Distributable income
per Unit......ccccoevvinnnns $ 0.37 $ 048 $ 084 $ 0.65 $ 0.66
Cash Reserve per Unit... $ 0.46 $ 0.00 $ 0.00 $ 0.00 $.00
Distributions per Unit...... $ 0.03 $ 048 $ 084 $ 065 $.67
Total assets (at end of
period)...........ceevennes $ 19,623 $ 16,694 $ 18,386 $ 21,675 $ 23,801

Distributable income of the Trust consists of tikeess of net profits income plus Infill Well Netdéeeds
and other income less general and administratiyeerses and interest expense of the Trust. The Trus
recognizes net profits income during the period/iiich amounts are received by the Trust.
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Item 7. Management's Discussion and Analysis of kancial Condition and Results of Operations

Results of Operations

Discussion of Years Ended December 31, 2008, 208iid 2006

Because a modified cash basis of accounting iszedilby the Trust, Net Proceeds attributable to the
Underlying Properties for the years ended Decer@beR008, 2007 and 2006 are derived from actuadradl

gas production from October 1, 2007 through Sep&r3b, 2008, October 1, 2006 through September 30,
2007 and October 1, 2005 through September 30,,286pectively. The following tables set forth aild

gas sales attributable to the Underlying Propedigfg the three years ended December 31, 2008.

Bbls of Qil
2008 2007 2006
Chalkley Field...................... 3,550 4,027 4,520
Robinson’s Bend Field......... -
Cotton Valley Fields............. 1,552 1,855 1,529
Austin Chalk Fields.............. 9,069 9,229 12,787
Total.....oooooeeiiie e 14,171 15,111 18,836
Mcf of Gas
2008 2007 2006
Chalkley Field...................... 822,474 976,994 1,163,8
Robinson’s Bend Field.......... 1,579,276 1,666,553 1,761,754
Cotton Valley Fields............. 580,232 643,745 664,283
Austin Chalk Fields.............. 140,911 190,591 187,423
Total.....oooooveiiie 3,122,893 3,477,883 3,716,315

For the year ended December 31, 2008, net profitsne was $6.2 million, as compared to $4.8 milaod
$7.8 million for the same periods in 2007 and 2066pectively. The increase in net profits incatugng
2008 as compared to 2007 is mainly due to higherame oil and gas prices paid to the Trust in 2T0&.
decrease in net profits income during 2007 as coedptp 2006 is due to lower average oil and gasepri
paid to the Trust in 2007 combined with paymentseneed by the Trust in 2006 with respect to the
Robinson’s Bend Field.

Commencing with the second quarter of 2003 distidou(pertaining to the quarter ended March 31,3200
production) lease operating expenses and capipa@neitures have been deducted in calculating Rohias
Bend Net Proceeds. The Trust received no paynfentdistributions to Unitholders with respect teth
Robinson’s Bend Field during each of the years @éridecember 31, 2008 and 2007. The Trust received
approximately $0.6 million in 2006 (pertaining tesoduction during the twelve month period ended
September 30, 2006) for payments for distributiom3Jnitholders with respect to the Robinson’s Bend
Field.

The Robinson’s Bend Field Cumulative Deficit (pemiag to production as of September 30, 2008) is
approximately $42,000. Neither the Trust nor Unidlers are liable to pay such deficit. Howevee, Tmust
will receive no payments with respect to the Robimis Bend Field until future proceeds exceed the
Robinson’s Bend Cumulative Deficit.

Gas production attributable to the Underlying Prtpe in the Chalkley, Cotton Valley and Austin Gha

Fields was 1,543,617 Mcf, 1,811,330 Mcf and 1,964, Mcf in 2008, 2007 and 2006, respectively. Gas
production attributable to the Underlying Propestia the Robinson’s Bend Field was 1,579,276 Mcf,
1,666,553 Mcf and 1,761,754 Mcf in 2008, 2007 aff& respectively. Gas production decreased during
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each of the years ended December 31, 2008 as & ofésuwormal production declines. Oil production
attributable to the Underlying Properties for theay ended December 31, 2008 was 14,171 Bbls as
compared to 15,111 Bbls and 18,836 Bbls for theespeniods in 2007 and 2006, respectively.

The average price used to calculate Net Proceedgd®, before gathering, treating and transportatio
deductions, during the year ended December 31, 22G8%$5.42 per MMBtu as compared to $4.33 and
$5.28 per MMBtu for the years ended December 3Q7 2ihd 2006, respectively. The average price tesed
calculate Net Proceeds for oil during the yearsedrdecember 31, 2008, 2007 and 2006 was $95.115857
and $58.56 per Bbl, respectively.

Prior to the Trust's termination on January 29, 00EMI deducted the Price Differential and was

committed to pay a Minimum Price for gas. When TEBdid a purchase price for gas based on the
Minimum Price, TEMI received Price Credits whichwiis entitled to deduct in determining the purchase
price when the Index Price for gas exceeded theindim Price. TEMI had not exercised its right to

discontinue the Minimum Price commitment and hadutstanding Price Credits on the Termination Date.
Additionally, if the Index Price for gas exceedei1® per MMBtu, adjusted annually for inflation 2(30

per MMBtu, $2.26 per MMBtu and $2.22 per MMBtu 008, 2007 and 2006 production, respectively),
TEMI deducted 50% of such excess in calculatingNBeProceeds payable to the Trust.

Upon the Trust's termination, the Working Inter@stners used the same pricing mechanisms (inclutieg
Sharing Price and Minimum Price commitment mechag)sin calculating Net Proceeds due to the Trust.
The Working Interest Owners also have the same anaption to discontinue the Minimum Price
commitment. As of December 31, 2008, the Workimgrdest Owners had no outstanding Price Credits and
had not exercised their right to discontinue th@imium Price commitment. No Price Credits were déstlic

in calculating the purchase price related to nefitsrincome during the three years ended Decer8her
2008. The deduction of the Price Differential onnection with the Sharing Price mechanism redietd
Proceeds paid to the Trust during the years endgegmber 31, 2008, 2007, and 2006 by $10.1 mil§anl
million and $11.1 million, respectively.

During the years ended December 31, 2008, 2007 2806, the Trust was distributed approximately
$161,000, $400,000 and $516,000, respectivelynfilf Well Proceeds generated from Infill Wells kted
in the Cotton Valley Fields.

Lease operating expenses and capital expenditttrésitable to the Underlying Properties in the Rhey,
Cotton Valley and Austin Chalk Fields deducted ahcalating Trust distributions during the years ehd
December 31, 2008, 2007 and 2006 totaled $2.5omjl$2.8 million and $3.0 million, respectively.

General and administrative expenses during the geded December 31, 2008 were $3.3 million as
compared to $1.2 million and $1.0 million duringckeof the years ended December 31, 2007 and 2006,
respectively. The increase in general and admatiger expenses in 2008 as compared to 2007 is plyma
due to legal fees incurred by the Trust during 2@08nnection with the arbitration proceeding bestw the
Trust and certain working interest owners of thaléhlying Properties relating to the proper caldataof

the quarterly Net Profits Interests payments oveethé Trust following the termination of the Trusee
Item 3. Legal Proceedings. The increase in gémerd administrative expenses in 2007 as compared t
2006 is mainly due to an increase during 2007 dgal fees in connection with the termination of Tmast
and for accounting and other service providers feesonnection with Sarbanes-Oxley Section 404
compliance. During each of the three years endszeMber 31, 2008, general and administrative exsens
include costs pertaining to administrative servigas/ided by Torch and the Trustee, legal feespaating
fees, reserve report preparation fees, and Unighalbort printing fees.

Pursuant to Section 3.07 of the Trust Agreememd, Tihustee established a Cash Reserve following the
Trust’'s termination in 2008 for the payment of attiwontingent and uncertain liabilities associatstth the
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liquidation and winding down of the Trust and thei§t's arbitration. During 2008, the Trust receivesh
payments totaling $7.1 million (including $0.7 rah paid to the Trust by a certain working intereainer

that is classified as restricted cash due to petenverpayment — seaote 6 to the audited financial
statements) from the Working Interest Owners ofUlineerlying Properties pertaining to net profitsame
attributable to production from the Underlying Pedpes during the twelve months ended September 30,
2008. Of these cash receipts, $6.1 million wascalied into the Cash Reserve. The Cash Resergk as
December 31, 2008 was $4.0 million.

For the year ended December 31, 2008, distributaidleme was $3.2 million, or $0.37 per Unit, as
compared to $4.1 million, or $0.48 per Unit, and3$million, or $0.84 per Unit, for the same periads
2007 and 2006, respectively. Total cash distrdmgiof $0.3 million, or $0.03 per Unit, were madgiug
the year ended December 31, 2008 as comparediaoriiion, or $0.48 per Unit, and $7.3 million, $0.84
per Unit, for the same periods in 2007 and 200fpeetively.

Net profits received by the Trust during the yeamged December 31, 2008, 2007 and 2006, derived fro
production sold during the twelve months ended &aper 30, 2008, 2007 and 2006, respectively, was
computed as shown in the following table (in thowss:

Year Ended December 31,

2008 2007 2006
Chalkley, Chalkley, Chalkley,
Cotton Cotton Cotton
Valley and Valley and Valley and
Austin Robinson’s Austin Robinson’s Austin Robinson’s
Chalk Bend Chalk Bend Chalk Bend
Fields Field Total Fields Field Total Fields Field Total
Oil and gas revenues......... $ 9,846 $ 7,662 $ 8,649 $6,391 $ 11,409 $ 8,292
Direct operating expenses:
Lease operating expenses
(including property tax). 1,491 6,619 2,195 5,986 2,078 6,051
Severance taX..........c....... 771 743 741 568 877 797
2,262 7,362 2,936 6,554 2,955 6,848
Net proceeds before
capital expenditures...... 7,584 300 5,713 (163) 8,454 1,444
Capital expenditures........... 1,040 4 616 141 929 189
6,544 296 5,097 (304) 7,525 1,255
Cumulative Deficit............ (763)
6,544 296 5,097 (304) 7,525 492
Net profits percentage........ 95% --- (@) 95% --- (@) 95%
Net profits income............... $6,217 $--- $6,217 $ 4,842 $--- $ 4,842 $ 7,149 $ 647 $7,796

(@) With respect to the Robinson’s Bend Field, the Triexeived no cash distributions during each of jylears ended
December 31, 2008 and 2007 (pertaining to prodactlaring the twelve months ended September 30, 26G8 2007,
respectively.)

Critical Accounting Policies

Reserve Estimates

The proved reserves of the Trust are estimatedtigjieanof oil and gas which geological and engiivegr
data demonstrate, with reasonable certainty, teebeverable in future years from known reservoider
existing economic and operating conditions. Theueacy of any reserve estimate is a function ofjinality
of available data, engineering and geological pretation, and judgment. For example, estimatesrade
regarding the amount and timing of future operatingts, production volumes and severance taxesf all
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which may in fact vary considerably from actualultes In addition, as prices and cost levels claaingm
year to year, the estimate of proved reserves eéhsmge. Any variance in these assumptions could
materially affect the estimated quantity and valfethe Trust's reserves. Independent petroleum
engineering firms are engaged to estimate the Srpsived hydrocarbon liquid and gas reserves.

As disclosed by the Trust in its Annual Report @nnir 10-K for the year ended December 31, 2007 and i
this Annual Report, on December 30, 2008, TrusttiienCompany, LLC filed and subsequently served a
derivative lawsuit against Constellation Energytifens LLC in Alabama state court alleging counts, i
accordance with, inter alia, Section 3816 of théalare Statutory Trust Act, codified at 12 Del.3816(a),
to (i) recover any overcharges to the Trust by @ladion Energy Partners LLC related to admiiste
costs, water gathering, treating and disposal @ulsseverance taxes and (ii) require Constell&iwargy
Partners LLC to provide an accounting of its rexemand expenses as required under the Net Owgridi
Royalty Conveyance filed of record in Tuscaloosairity, Alabama. There can be no assurance as to the
outcome or result of this derivative lawsuit or #féect of the derivative lawsuit may have on th&uglation
of the reserve reports and the estimated resermetitjes.

Modified Cash Basis

The financial statements of the Trust are prepareé modified cash basis although financial stateésme
filed with the Securities and Exchange Commissienrermally required to be prepared in accordande w
accounting principles generally accepted in theééhStates. Since the operations of the Trudiraited to
the distribution of income from the Net Profitsdrdsts, the item of primary importance to the reafi¢he
financial statements of the Trust is the amountagh distributions to the Unitholders for the pério
reported.

Item 7a. Quantitative and Qualitative DisclosuredAbout Market Risk

The Trust is exposed to market risk, including asleechanges in commodity prices. The Trust's asset
constitute Net Profits Interests in the UnderlyiPrgperties. As a result, the Trust’s operatingltesan be
significantly affected by fluctuations in commodijyices caused by changing market forces and tice pr
received for production from the Underlying Projmest

All production from the Underlying Properties duithe period from the inception of the Trust to the
Trust’'s termination on January 29, 2008 was soldymnt to a Purchase Contract between TRC, Velasco,
and TEMI. The Purchase Contract expired upon thst® termination. Pursuant to the Purchase Contra
TEMI was obligated to purchase all net productittnitautable to the Underlying Properties for andrd
Price, less certain other charges, which were ket monthly. The Index Price calculation wasellasn
market prices of oil and gas and therefore wasestilbp commaodity price risk. The Purchase Contatsx
provided a Minimum Price paid by TEMI for gas. Tinimum Price was adjusted annually for inflation
and was $1.87, $1.83 and $1.80 per MMBtu for 2@I®)7 and 2006, respectively. When TEMI paid a
purchase price based on the Minimum Price, it xetePrice Credits equal to the difference betwden t
Index Price and the Minimum Price that TEMI wasitésd to deduct when the Index Price exceeded the
Minimum Price. Additionally, if the Index Price exeded the Sharing Price, TEMI was entitled to dedu
such excess, the Price Differential. The SharinceRvas $2.30, $2.26 and $2.22 per MMBtu in 2QI8)7

and 2006, respectively. TEMI had the annual optiordiscontinue the Minimum Price commitment.
However, if TEMI discontinued the Minimum Price comiment, it would no longer be entitled to deduct
the Price Differential and would forfeit all acctud’rice Credits. TEMI did not exercise its riglt t
discontinue the Minimum Price commitment and hadutstanding Price Credits on the Termination Date.

Upon the Trust's termination, the Working Inter&tvners calculated Net Proceeds owed to the Trust

utilizing the same pricing mechanisms (including tBharing Price and Minimum Price commitment
mechanisms) as the terminated Purchase Contraetltetn 1. Business and Item 1A. Risk Factors regatin
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to the termination of the Trust and the arbitratmnceeding relating to the proper calculationhad tNet
Profits Interests payments owed to the Trust falh@gamermination of the Trust and the current Alabam
litigation. The Working Interest Owners also halve same annual option to discontinue the MinimuioeP
commitment. However, if the Working Interest Owndiscontinue the Minimum Price commitment, they
will no longer be entitled to deduct the Price Biffntial and will forfeit all accrued Price CreditShe
Working Interest Owners have not exercised thefioago discontinue the Minimum Price commitmend an
have no outstanding Price Credits as of Decembe2EI8.

Item 8. Financial Statements and Supplementary Dat
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Wilmington Trust Company
as Trustee of Torch Energy Royalty Trust
and to the Unitholders:

We have audited the accompanying statements ofsadsbilities and trust corpus of the Torch EneRpyalty
Trust (the “Trust”) as of December 31, 2008 and 720é8nd the related statements of distributable nre@nd
changes in trust corpus for each of the three yeaithe period ended December 31, 2008. Thesendiah
statements are the responsibility of the Trust. r @sponsibility is to express an opinion on thésancial
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaiBlo
(United States). Those standards require that we a@hd perform the audits to obtain reasonablerasse about
whether the financial statements are free of natenisstatement. An audit includes examining, dest basis,
evidence supporting the amounts and disclosuréiseifinancial statements. An audit also includeseasing the
accounting principles used and significant estisat@ade by the Trust, as well as evaluating theativénancial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

We were not engaged to examine the Trustee’s amsatbout the effectiveness of the Trust's intecwitrol over
financial reporting as of December 31, 2008 inctude the accompanying annual report on Form 10-K, an
accordingly we do not express an opinion thereon.

As described in Note 2, the accompanying finanstialements are prepared on a modified cash baaiscofinting,
which is a comprehensive basis of accounting othen accounting principles generally accepted @ thited
States of America.

In our opinion, the financial statements referr@alove present fairly, in all material respedts, financial position
of the Trust as of December 31, 2008 and 2007 tlamdesults of its operations and its cash flowsefich of the
three years in the period ended December 31, 20@®nformity with the basis of accounting descdlie Note 2.

As discussed in Note 1 to the financial statemethts, Trust terminated effective January 29, 200Bertain
responsibilities of the Trustee, including thossoagated with selling the assets of the Trustadse as described in
Note 1.

[s/ UHY LLP

Houston, Texas
November 25, 2009
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STATEMENTS OF ASSETS, LIABILITIES AND TRUST CORPUS
(In Thousands)

ASSETS
December 31, December 31,
2008 2007

CASH $ 3,963 $ 55
RESIHCIEd CASN .....eiiiiiiiiiiiieeei e 730 ---
Net profits interests in oil and gas propertied gfeaccumulated

amortization of $165,670 and $163,961 at Decerithe2008

and 2007, reSpPectively) .....ooooii e 14,930 16,639

$ 19,623 $ 16,694

Trust eXpense PAYabIE ...........cooiiiiiiiiiceeeiee et $ 1,979 $ 245
TIUSE COMPUS ..ttt ettt eeeeee et e e e e e e e e e e an e e e e e e e e e 17,644 16,449
$ 19,623 $ 16,694

The accompanying notes to financial statements
are an integral part of these statements.
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STATEMENTS OF DISTRIBUTABLE INCOME
(In thousands, except per Unit amounts)

Year Ended December 31,

2008 2007 2006

Net profits iINCOME ........cceeeeeeiiiiiiei e, $ 6,217 $ 4,842 $ 7,796
Infill Well Net Proceeds........ccccoovvviiiiccmeneeeeeeee 161 400 516
Other iNCOME ... 37 54 0

6,415 5,296 8,312
General and administrative expenses................... 3,253 1,163 965
INtEreSt EXPENSE.....uuueiiiie e eeee et s e 85

3,253 1,163 1,050
Distributable inCOME .........ccccoovvieeiiemmeee e $ 3,162 $ 4,133 $ 7,262
Distributable income per Unit (8,600 Units) .......... $ 0.37 $ 0.48 $ 084
Distributions per Unit............c.cccveeivicmeeceve e $ 0.03 $ 048 $ 0.84

The accompanying notes to financial statements
are an integral part of these statements.
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STATEMENTS OF CHANGES IN TRUST CORPUS
(In thousands)

Trust corpus, beginning of year.

Amortization of Net Profits Interests
Distributable income...................

Distributions to Unitholders ........

Trust Corpus, end Of Year ............uvvvees e enennnns

Year Ended December 31,

2008 2007 2006
$ 16,449 $ 18,164 $ 21,441
(1,709) (1674 (3,289)
3,162 4,133 7,262
(258) 4,102) (7,250)
$ 17,644 $ 16449 $ 18,164

The accompanying notes to financial statements
are an integral part of these statements.
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Notes to the Financial Statements
1. Nature of Operations

The Torch Energy Royalty Trust (“Trust”) was formetfective October 1, 1993, pursuant to a trust
agreement (“Trust Agreement”) among Wilmington Tr@®mpany, not in its individual capacity but
solely as trustee of the Trust (“Trustee”), TorabyBIity Company (“TRC”) and Velasco Gas Company,
Ltd. (“Velasco”) as owners of certain oil and gaeperties (“Underlying Properties”) and Torch Energ
Advisors Incorporated (“Torch”) as grantor. Theai3rwas formed under the Delaware statutory treist a
(formerly known as the Delaware business trust atBC and Velasco created net profits intereste(”
Profits Interests”) and conveyed such interest§dh. TRC and Velasco created net profits interes
(“Net Profits Interests”) which burden certain aild gas properties (“Underlying Properties”) andcho
conveyed the Net Profits Interests to the Trusexehange for an aggregate of 8,600,000 units of
beneficial interest (“Units”). Such Units were é¢alo the public through various underwriters in
November 1993. The current working interest owrtdrghe Underlying Properties are Torch Royalty
Company, Torch E&P Company, Samson Lone Star LanRartnership and Constellation Energy
Partners LLC (“Working Interest Owners”).

The Trust has no officers, directors or employ@&e Trust and Trustee rely solely on receiving &eu
information, reports and other representations fiioonch and other service providers to the Trust. In
executing and submitting this report on behalf led fTrust and with respect to Bruce L. Bisson in
executing the certifications relating to this reptine Trustee and Bruce L. Bisson have relied upen
accuracy of such reports, information and repregemis.

The Trust received the affirmative vote of the Ualters of more than 66 2/3% of the outstandingdJni
to terminate the Trust at the meeting of Unithaddeeld on January 29, 2008. Upon termination ef th
Trust, among other things, the Trustee is requioeskll the Net Profits Interests. Specificallyrguant

to Section 9.03(e) of the Trust Agreement if theparty of the Trust Estate (as defined in the Trust
Agreement) has not been sold prior to the end ef @alendar year following the termination date, the
Trustee, thereafter, must cause such assets midatgpublic auction. As the Trust was terminatgca
vote of the Unitholders on January 29, 2008 (therfflination Date”), the Trustee anticipates it will
continue to consult with the Trust's and Trustefmncial and legal advisors in preparing the sales
process and obtaining the necessary informationinesd) for disclosure regarding the Units to cargy o
the sale requirement under Section 9.03(e). Taemrehfter termination of the Trust, the remairasgets

of the Trust will be sold, and the proceeds theraf(after expenses) will be distributed to the hwiders
(“Unitholders”). The sole purpose of the Trustashold the Net Profits Interests, to receive payisie
from TRC and Velasco, and to make payments to Olddrs. The Trust does not conduct any business
activity.

No assurances can be given that the Trustee wibleeto sell the Net Profits Interests, or thegithat
will be distributed to Unitholders following suchsale. Such distributions could be below the marke
value of the Units. The Trust can give no asswamd the effect of the results of the affirmatixde to
terminate the Trust by the Unitholders on the cared listing of the Units on the New York Stock
Exchange (NYSE) or any other national quotationesys

TRC and Velasco receive payments reflecting theegeds of oil and gas sold and aggregate these
payments, deduct applicable costs and make payneetite Trustee each quarter for the amounts due to
the Trust. Prior to the Trust's termination on uany 29, 2008, Unitholders received quarterly cash

distributions relating to oil and gas produced aodd from the Underlying Properties. Pursuant to

Section 3.07 of the Trust Agreement, the Trusteabéished a cash reserve (“Cash Reserve”) in 2008
following the Trust's termination. Sedote 4 (Distributions and Income Computations)red Trust’s
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financial statements for additional informationaedjng cash distributions in 2008 and the Cash iRese
Because no additional properties will be contridutethe Trust, the assets of the Trust deplete ove
and a portion of each cash distribution made byftist is analogous to a return of capital.

The only assets of the Trust, other than cashc¢dlsh reserve account and temporary investmentg bein
held for the payment of actual, contingent and ttage liabilities and for distribution to Unitholdg are

the Net Profits Interests. Under the Trust Agrestimthe Trustee receives the payments attributiable
the Net Profits Interests and pays all expensasilities and obligations of the Trust. The Trestas the
discretion to establish a cash reserve for the payrof any liability that is contingent or uncentan
amount or that otherwise is not currently due aaghple. The Trustee is entitled to cause the Toust
borrow money to pay expenses, liabilities and @bians that cannot be paid out of cash held by the
Trust. The Trustee is entitled to cause the Tiudiorrow from any source, including from the entit
serving as Trustee, provided that the entity sgras Trustee shall not be obligated to lend toTttuest.

To secure payment of any such indebtedness (imgualny indebtedness to the Trustee), the Trustee is
authorized to (i) mortgage and otherwise encuniientire Trust estate or any portion thereofc@iyve

out and convey production payments; (iii) includeterms, powers, remedies, covenants and prowgsion
it deems necessary or advisable, including cordassi judgment and the power of sale with or withou
judicial proceedings; and (iv) provide for the eise of those and other remedies available to aredc
lender in the event of a default on such loan. Tmms of such indebtedness and security inteifest,
funds were loaned by the Trustee, must be simdathe terms which the Trustee would grant to a
similarly situated commercial customer with whomditl not have a fiduciary relationship, and the
Trustee shall be entitled to enforce its rightdwiéspect to any such indebtedness and securdresitas

if it were not then serving as Trustee.

The Trustee is authorized and directed to sell @mey the Net Profits Interests without Unitholder
approval in certain instances as described in thestTAgreement, including upon termination of the
Trust. The Trustee is empowered by the Trust Agesd to employ consultants, legal and financial
advisors and agents (including Torch) and to makenents of all fees for services or expenses otlteof
assets of the Trust.

2. Basis of Accounting and Significant Accounting [eiels

The financial statements of the Trust are prepared modified cash basis and are not intendedesepit
the financial position and results of operationscimformity with accepted accounting principles
generally accepted in the United States of Ame(f&GAAP”). Preparation of the Trust's financial
statements on such basis includes the following:

— Revenues are recognized in the period in which atsoare received by the Trust. Therefore,
revenues recognized during the years ended Dece3ih@008, 2007 and 2006 are derived from oil
and gas production sold during the twelve-monthogerended September 30, 2008, 2007 and 2006,
respectively. General and administrative expeasesecognized on an accrual basis.

— Amortization of the Net Profits Interests is cabtald on a unit-of-production basis and charged
directly to Trust corpus.

— Distributions to Unitholders are recorded when desad by the Trustee.
— An impairment loss is recognized when the net dagryalue of the Net Profits Interests exceeds its

fair market value. No such impairment was recordadng the three years ended December 31,
2008.
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— The financial statements of the Trust differ fromahcial statements prepared in accordance with
GAAP because net profits income is not accruedhénpteriod of production and amortization of the
Net Profits Interests is not charged against opeyaesults.

Restricted cash represents monies paid to the st working interest owner of the Underlying
Properties that may represent a potential overpaypertaining to oil and gas sales from certainllInf
Wells during periods subsequent to the Trust's iteation.

3. Federal Income Taxes and Texas State Margin Tax

Tax counsel has advised the Trust and Trustee uhdgr current tax law, the Trust is classifiedaas
grantor trust for Federal income tax purposes aotl am association taxable as a business entity.
However, the opinion of tax counsel is not bindogthe Internal Revenue Service. As a grantot,trus
the Trust is not subject to Federal income tax.

Because the Trust is treated as a grantor trustdderal income tax purposes and a Unitholdee&t¢d

as directly owning an interest in the Net Profitterests, each Unitholder is taxed directly on such
Unitholder's pro rata share of income attributalbbe the Net Profits Interests consistent with the
Unitholder's method of accounting and without rehjdo the taxable year or accounting method
employed by the Trust. Amounts payable with respethe Net Profits Interests are paid to the Tams
the quarterly record date established for quartdidtributions in respect to each calendar qualteing

the term of the Trust, and the income and dedusticmm such payments are allocated to the Unithislde
of record on such date.

In May 2006, the State of Texas passed legisldbdmplement a new margin tax at a rate of 1% to be
imposed generally on federal gross revenues (Uf9%), as apportioned to Texas less certain costs an
deductions, as specifically set forth in the newgidiation. The effective date of the new legislatie
January 1, 2008, but the tax generally will be isgm on revenues generated in 2007 and thereafter
(earlier for certain fiscal year taxpayers). Enstsubject to tax generally include trusts unléssravise
exempt, and most other types of entities havingteith liability protection. Trusts that meet certain
statutory requirements are generally exempt fraemtlargin tax as “passive entities.”

Since the Trust is exempt from the margin tax atTtust level as a passive entity, each Unithaldatris

a taxable entity would generally include its shafeéhe Trust's revenue in its margin tax computatio
This revenue would be sourced to Texas under T€ragptroller guidance that provides such income is
sourced according to the principal place of busirdéghe Trust, which is Texas.

4. Distributions and Income Computations

Each quarter the amount of cash available forildigion to Unitholders (the “Quarterly Distribution
Amount”) is equal to the excess, if any, of thehceeceived by the Trust, on the last day of theséc
month following the previous calendar quarter (@ hext business day thereafter) ending prior ¢o th
dissolution of the Trust, from the Net Profits Iretsts then held by the Trust plus, with certairepkions,
any other cash receipts of the Trust during sudrtgr subject to adjustments for changes madédy t
Trustee during such quarter in the Cash Resenabletied for the payment of actual, contingent and
uncertain liabilities of the Trust. Based on tleyment procedures relating to the Net Profits ager
cash received by the Trust on the last day of ¢éloersd month of a particular quarter from the Neffir
Interests generally represents proceeds from the afaoil and gas produced from the Underlying
Properties during the preceding calendar quariére Quarterly Distribution Amount for each quaiter
payable to Unitholders of record on the last dayhefsecond month of the calendar quarter unless su
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day is not a business day, in which case the redatd is the next business day thereafter. ThetTru
distributes the Quarterly Distribution Amount withapproximately 10 days after the record date th ea
person who was a Unitholder of record on the aasedirecord date.

On March 10, 2008, the Trust paid a 3.0 cents p@t €hsh distribution to Unitholders of Record on
February 29, 2008. This cash distribution waslaiteble to the fourth quarter 2007 production fritwe
Underlying Properties. This cash distribution waduced by $1.0 million for monies allocated to the
Cash Reserve. The Trust made no additional cesthibditions to Unitholders during the year ended
December 31, 2008.

In June 2008, the Trust received cash paymentbnigtfl,660,173 from the Working Interest Owners
mainly pertaining to Underlying Property productidaring the first quarter of 2008. Such payments
related to periods prior to the Termination Datehaf Trust on January 29, 2008 and the post tetimina
period of the first quarter of 2008. The Workimgerest Owners were required to deposit all proseéd
production following the Termination Date of theu$t on January 29, 2008 payable to the Trust or the
Louisiana Trust attributable to the Conveyance® iat non-interest bearing account (the “Trust
Account”). Due to the fact that the Net Profitseirests were not sold or a definitive agreemenséde
thereof was not entered into prior to the 150th fidpwing the Termination Date of the Trust (i.e.,
June 27, 2008), the Working Interest Owners pdidrabunts deposited in the Trust Account to thesfru
and all amounts attributable to the Conveyance®dfier payable to the Trust are required to bd fai
the Trust and the Louisiana Trust in accordanceéh Mlite terms of such Conveyances. All of the
$1,660,173 cash payment was allocated to the Casérize.

During the year ended December 31, 2008, the Thestived cash payments totaling $7.1 million
(including $0.7 million paid to the Trust by a @t working interest owner that is classified astrieted
cash due to potential overpayment — se&e 6 to the financial statements) from the Wagkinterest
Owners for net profits income pertaining to prodtifrom the Underlying Properties during the tveelv
months ended September 30, 2008. Of these casipt®c$6.1 million was allocated into the Cash
Reserve. As of December 31, 2008 the Cash Resaxw&4.0 million.

On May 22, 2009, the Trust announced a cash disiitv of 35.0 cents per Unit, payable on June 10,
2009 to Unitholders of record on June 1, 2009. gnificant amount of this cash distribution was
attributable to the release of a portion of theCBeserve, totaling $2.4 million or 27 cents peiitUn
Also included in this cash distribution were Neb&reds pertaining to Underlying Property production
during the quarter ended March 31, 2009 totaling $dillion, or 8.0 cents per Unit.

5. Related Party Transactions

TRC and Velasco contracted to sell the oil andgasluction from the Underlying Properties to Torch
Energy Marketing, Inc. (“TEMI”), a subsidiary of Wah, under a purchase contract (“Purchase
Contract”). Upon termination of the Trust, the ¢hase Contract expired and the Working Interest
Owners calculate the Net Proceeds owed to the Titilsting the same pricing mechanisms (including
the sharing price and minimum price commitment nae@ms) as the expired Purchase Contract. The
continuation of the sharing price and minimum pieens and conditions of the Purchase Contractsterm
was the subject of an arbitration and the Trustdsasimed the applicability of such terms for puepois
this report. _Sedtem 1. Business, Item 1A. Risk Factors and Item_&gal Proceedings regarding
developments concerning the termination of the fTasml arbitration with respect to certain terms and
conditions of the Purchase Contract continuingr dfte termination of the Trust.
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Marketing Arrangements and Price Sharing

In connection with the formation of the Trust, TRZelasco and TEMI entered into the Purchase
Contract which expired on the Termination Date.démthe Purchase Contract, TEMI was obligated to
purchase all net production attributable to the &iyihg Properties for an index price for oil anasg
(“Index Price”), less certain gathering, treatingdatransportation charges, which were calculated
monthly. The Index Price equals 97% of the avesug# market prices of oil and gas (“Average Market
Prices”) at the four locations where TEMI sold protion.

The Purchase Contract also provided that TEMI maichinimum price (“Minimum Price”) for gas
production. The Minimum Price was adjusted annugltyinflation and was $1.87, $1.83 and $1.80 per
MMBtu for 2008, 2007 and 2006, respectively. WHBBMI paid a purchase price based on the
Minimum Price it received price credits (“Price @ite”), equal to the difference between the Indexd?
and the Minimum Price, that it was entitled to deidn determining the purchase price when the Index
Price for gas exceeded the Minimum Price. In aalditif the Index Price for gas exceeded the slgarin
price, which was adjusted annually for inflatiorsfaring Price”), TEMI was entitled to deduct 50% of
such excess (“Price Differential”) in determinifigtpurchase price. The Sharing Price was $2.306%$2
and $2.22 per MMBtu in 2008, 2007 and 2006, respelgt TEMI had an annual option to discontinue
the Minimum Price commitment. However, if TEMI distinued the Minimum Price commitment, it
would no longer be entitled to deduct the Pricdddintial in calculating the purchase price and liou
have forfeited all accrued Price Credits. As a Termination Date, TEMI had no outstanding Price
Credits and had not exercised its option to disnaetthe Minimum Price commitment.

Upon the Trust’'s termination, the Working Interé3tvners utilized the same pricing mechanisms
(including the Sharing Price and Minimum Price catment mechanisms) as the expired Purchase
Contract in calculating Net Proceeds due to thesfTrThe Working Interest Owners also have the same
annual option to discontinue the Minimum Price cdtnmant. _Seeltem 1. Business for additional
information concerning the pricing mechanism ugtizto compute the Trust’'s Net Proceeds during the
periods prior to and subsequent to the Trust'siteation and the related arbitration. As of Decenie
2008, the Working Interest Owners had no outstan#irice Credits and had not exercised their right t
discontinue the Minimum Price commitment.

Gross revenues (before deductions for applicalileegag, treating and transportation charges) uithedl
in the Net Proceeds calculations attributable te thnderlying Properties for the years ended
December 31, 2008, 2007 and 2006 were $18.9 mil§iaé6.5 million and $21.4 million, respectively.

Gas production is purchased at the wellhead amdefibre, distributions do not include any amounts
received in connection with extracting natural ¢igsids from such production at gas processing or
treating facilities.

Gathering, Treating and Transportation Arrangements

The Purchase Contract, which expired upon the 'Brestmination, entitled TEMI to deduct certain gas
gathering, treating and transportation fees inuwating the purchase price for gas in the Robinson’
Bend, Austin Chalk and Cotton Valley Fields. Thmoants that were deducted in calculating the
purchase price for such gas were set forth in tmeHase Contract and were not affected by the kctua
costs incurred by TEMI to gather, treat and transgas. For the Robinson’s Bend Field, TEMI
deducted a gathering, treating and transportagerof $0.260 per MMBtu adjusted for inflation ($43
$0.308 and $0.303 per MMBtu for 2008, 2007, and620espectively), plus fuel usage equal to 5% of
revenues. Additionally, a gathering fee of $0.@5 pIMBtu was deducted in calculating the purchase
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price for production from 73 of the 426 wells iretRobinson’s Bend Field. TEMI deduct $0.38 per
MMBtu plus 17% of revenues in calculating the pasd price for production from the Austin Chalk
Fields as a fee to gather, treat and transporpgatuction. TEMI deducted from the purchase pfare
gas for production attributable to certain wellshie Cotton Valley Fields a transportation fee 0f0#5

per MMBtu. Upon the Trust's termination, the WandiInterest Owners became entitled to deduct the
same gas gathering, treating and transportationtfed had previously been deducted by TEMI pursuan
to the Purchase Contract in calculating Net Prosele@ to the Trust.

During the years ended December 31, 2008, 200728606, such fees deducted from the Net Proceeds
calculations, attributable to production during theslve months ended September 30, 2008, 2007 and
2006, in the Robinson’s Bend, Austin Chalk and @otvalley Fields, totaled $1.4 million, $1.5 miltio
and $1.7 million, respectively. No amounts for gaithg, treating or transportation are deducted in
calculating the purchase price from the Chalklestd=i

Operator Overhead Fees

A subsidiary of Torch operates certain oil and ig#srests burdened by the Net Profits Interesthén
Cotton Valley and Austin Chalk Fields. The Undarty Properties are charged, on the same basis as
other third parties, for all customary expenses @vgts reimbursements associated with these aesivit
Operator overhead fees deducted from the Net Pdesos@mputations for the Cotton Valley and Austin
Chalk fields totaled $215,000, $200,000 and $191f00 the years ended December 31, 2008, 2007 and
2006, respectively.

Administrative Services Agreements

The sole purpose of the Trust is to hold the NeffirInterests, to receive payments from TRC and
Velasco, and to make payments to Unitholders. TiustTdoes not conduct any business activity and has
no officers, directors or employees. The Trust indgtee rely on third party service providers tofqren
administrative services for the Trust.

Torch provided accounting, bookkeeping, informadiceind other services to the Trust related to the N
Profits Interests pursuant to the Administrativevides Agreement effective October 1, 1993 andrah o
arrangement after termination of the Administrat®ervices Agreement on January 29, 2008 through
April 1, 2008. On November 7, 2008, an agreemeas entered into between the Trust and Torch that
engaged Torch to provide certain accounting sesviteonnection with the Trust’'s preparation atiddi

of the Trust's Form 10-K for the year ended Decen3de 2007.

To facilitate the winding down of the Trust, Torahd the Trust entered into a services agreement on
March 26, 2009. Pursuant to the services agreer@nth currently provides certain accounting and
other services for the Trust. The initial term otls agreement expires March 31, 2010 or as sooner
terminated by written notice from either party witld business days notice.

Services fees of $371,000, $414,000 and $407,000 paed by the Trust to Torch during the three gear
ended December 31, 2008, 2007 and 2006, respactivel

Compensation of the Trustee and Transfer Agent

The Trust Agreement provides that the Trustee bbepemsated for its administrative services, outhef t
Trust assets, in an annual amount of $80,000, goiusourly charge for services in excess of a coatbin
total of 250 hours annually at its standard rateaccordance with provisions in the Trust Agreemtre
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Trustee may increase its compensation for its adinétive services as a result of unusual or
extraordinary services rendered by the Trustee.

Additionally, the Trustee receives a transfer agefee of $5.00 annually per account (minimum of
$15,000 annually), subject to change each Decerbkginning December 1994, based upon the change
in the Producer’s Price Index as published by tkeeddtment of Labor, Bureau of Labor Statisticssplu
$1.00 for each certificate issued. The Trustemnigled to reimbursement for out-of-pocket expsnse

Total administrative and transfer agent fees clthlmyethe Trustee during the year ended December 31,
2008 were $177,000. Such fees charged by the elguiring each of the years ended December 31,
2007 and 2006 were $95,000.

6. Trust Expense Payable

The Trust expense payable as reflected on the 'Srhatance sheet as of December 31, 2008 is $2.0
million. Of this amount, $1.3 million representsngeal and administrative expense accruals mainly
pertaining to the Trust’s legal fees, accounting andit fees, Sarbanes-Oxley Section 404 compliance
services and administrative services fees. Theairgng $0.7 million Trust expense payable represant
potential overpayment from a working interest owokthe Underlying Properties pertaining to oil and
gas sales from certain Infill Wells during periagsequent to the Trust’s termination.

7. Supplemental Oil and Gas Information (Unaudited)

Total proved oil and gas reserves attributabldhéoNet Profits Interests as of December 31, 20087 2
and 2006 are based upon reserve reports prepared bgmith & Company, Inc. and Netherland, Sewell
& Associates, Inc. (“Independent Reserve EngingerSuture net cash flows were computed by applying
end-of-period Purchase Contract prices for oil gad to estimated future production, less the estidna
future expenditures (based on current costs) iadered in developing and producing the reservigse
estimated reserve quantities in this report aredas many assumptions that may prove to be inatzur
Any material inaccuracies in these reserve estsnateinderlying assumptions will materially afféioe
guantities and present value of the Trust's resenfee Item 1A. Risk Factors for information relgag
assumptions and price volatility.

Reserve Quantities:

The following table sets forth the estimated tqiedved and proved developed oil and gas reserves
attributable to the Trust's Net Profits Interesédl {(ocated in the United States) for the yearseend
December 31, 2008, 2007 and 2006, based on resepats prepared by Independent Reserve
Engineers. As a net profits interest does notlerttie Trust to a specific quantity of oil or gasit to a
portion of oil and gas sufficient to yield a spesiff portion of the Net Proceeds derived therefrorayed
reserves attributable to a net profits interestcateulated by deducting an amount of oil or gdfcent,

if sold at the prices used in preparing the resestimates for the Underlying Properties, to pay an
amount of applicable future estimated productiopemses, development costs and taxes for such
Underlying Properties (“Net Equivalent Volumes”The use of disclosing Net Equivalent Volumes to
estimate reserve volumes attributable to the NefitBrinterests is standard practice in the industr

Year-end reserves at December 31, 2008 were Ti@nbdubic feet equivalent (“Bcfe”) as compared to
year-end 2007 and 2006 reserves of 10.5 Bcfe artdBid¥e, respectively. In accordance with Seaesiti
and Exchange Commission reporting guidelines, gedr+eserves and the related future net revenues
attributable to the Trust's Net Profits Interests aestimated utilizing the Purchase Contract Hoceas,
after gathering fees ($4.14, $4.71 and $4.06 pef flgic 2008, 2007 and 2006, respectively). Such
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Purchase Contract prices were calculated utiligtiegHenry Hub gas prices on the last day of thigyent
fiscal year ($5.71, $6.80 and $5.64 per MMBtu 808, 2007 and 2006, respectively).

The revisions of the estimated oil and gas voluamed the related present value of the estimated net
future revenues as of December 31, 2008, 2007 @86 & primarily a result of fluctuations of nadlr
gas prices on each of the years then ended. Thengtm's Bend Field estimated reserves as of
December 31, 2008, 2007 and 2006 were estimateavi® no value.

Description 2008 2007 2006
Qil Gas Oil Gas Oil Gas

(Mbbl) (MMcf) (Mbbl) (MMcf) (Mbbl) (MMcf)
Proved reserves at beginning of year............ 48 10,202 42 10,302 56 19,164
REVISIONS ...ovviieeiiciiiiiceee e e ) (1,710) 15 1,032 (5) (7,687)
Extensions and discoveries -- -- -- -- -- 30
ProducCtion ..........ccovvvvvvvvvieieniieeeses e (8) (1,001) (9) (1,132) (9) (1,205)
Proved reserves at end of year..................... 37 7,491 48 10,202 42 10,302
Proved developed reserves at beginning of
=T | PRSP 48 10,202 42 10,273 54 18,789
Proved developed reserves at end of year..... 37 7,491 48 10,202 42 10,273

Standardized Measure of Discounted Future Net Ebsits Relating to Proved Oil and Gas Reserves (in
thousands):

Estimated future net cash flows from the Net Psofiiterests in proved oil and gas reserves at
December 31, 2008, 2007 and 2006 are presentéd foltowing table:

December 31,

2008 2007 2006
FUture Cash iNFIOWS .......eveeeeee oot $ 55,206 $ 84,417 $ 73,506
Future costs and eXpenses...........cvvvvveeeecmeereeeeeeeciinnen (22,702) (31,595) (28,941)
Net future cash floOWS ...........oooviiiiiiiicmncee e 32,504 52,822 44,565
Discount at 10% for timing of cash flows....................... (12,090) (21,944) (18,189)
Present value of future net cash flows for proweskrves.... $ 20,414 $ 30,878 $ 26,376

The following table sets forth the changes in tihesent value of estimated future net revenues from
proved reserves attributable to the Trust’'s NeffiRrdnterests during the years ended December 31,
2008, 2007 and 2006:

Year Ended December 31,

2008 2007 2006

Balance at beginning of year $ 30,878 $ 26,376 $ 88,7
Sales of oil and gas produced, net of productiatsca....... (6,289 (5,584) (5,843)
Accretion of diSCOUNL..........ocuiiiiiiiiiicimene e 3,088 2,638 6,079
Extensions and diSCOVENES .........ccouvviierriemcriiiieeiiieennn 0 0 82
Revision of prior-year estimates, change in prices

ANd OthET ..o (7,266) 7,448 (34,727)
Balance at end Of Year.........c.ccceeeuiiimmeeecee e, $ 20,414 $ 30,878 $ 26,376

Estimates of future net cash flows from proved me=e of gas and oil condensate were made in
accordance with Financial Accounting Standards 8datatement 69, “Disclosure about Oil and Gas
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Producing Activities.” The Trust has not filed iocluded in reports to any other Federal authaoity
agency any estimates of proved net oil and gasvese

7. Quarterly Financial Data (Unaudited — in thousarexcept per Unit amounts)

The following table sets forth, for the periodsiogaded, summarized quarterly financial data:

Distributable

Net Profits Distributable Income

Income Income Per Unit
Quarter ended March 31, 2008 ...............cccuee. $ 1,484 $ 686 $ .08
Quarter ended June 30, 2008 ............c.vvmmeeeens 1,582 172 .02
Quarter ended September 30, 2008...........ccc..... 1,655 1,092 .13
Quarter ended December 31, 2008 .................... 1,496 1,212 14
$ 6,217 $ 3,162 $ .37
Quarter ended March 31, 2007 ...............oeee.... $ 1,081 $ 825 $ .10
Quarter ended June 30, 2007 ......ccccceviiieeeeeenn 1,158 818 .10
Quarter ended September 30, 2007 ..........cecee.... 1,360 1,082 12
Quarter ended December 31, 2007 .................... 1,243 1,408 .16
$ 4,842 $ 4,133 $ .48

Item 9. Changes in and Disagreements with Accountés on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures.

The Trustee carried out an evaluation of the dffeness of the design and operation of the Trust's
disclosure controls and procedures pursuant to &g Act Rules 13a-15 and 15d-15 as of the end of
the period covered by this report. Based upon ¢vatuation, the Trustee concluded that the Trust's
disclosure controls and procedures are effectiviniely alerting the Trustee to material informatio
relating to the Trust required to be included i fhrust’'s periodic filings with the SEC. In their
evaluation of disclosure controls and procedurbs, Trustee and Trust have relied, to the extent
considered reasonable, on information provided dngfi and Watkins Meegan LLC.

Changes in Internal Control over Financial Reporting.

There has not been any change in the Trust's ialtexontrol over financial reporting during the fdur
quarter of 2008 that has materially affected, oreasonably likely to materially affect, the Trsst’
internal control over financial reporting. The $rwand Trustee rely on third party service prosder
perform administrative services for the Trust. ¢foprovided accounting, bookkeeping, informational
and other services to the Trust related to theRetits Interests pursuant to the Administrativevi®es
Agreement effective October 1, 1993 and an orargement after termination of the Administrative
Services Agreement on January 29, 2008 throughl Apr2008. To facilitate the winding down of the
Trust, Torch and the Trust entered into a servéggeement on March 26, 2009. Pursuant to the ssrvic
agreement, Torch provides certain accounting ahdratervices for the Trust. The initial term of lsuc
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agreement expires March 31, 2010 or as soonerrtated by written notice from either party within 5
business days notice.

Report on Internal Control Over Financial Reporting.

The Trust and Trustee are responsible for estabyisind maintaining adequate control over financial
reporting, as such term is defined in Rule 13a+bsnuilgated under the Securities Exchange Act o#193
as amended.

The internal control over financial reporting indés those policies and procedures that (i) pettathe
maintenance of records that, in reasonable dedagurately and fairly reflect the transactions and
dispositions of the assets of the Trust; (ii) pdevreasonable assurance that transactions areleecas
necessary to permit preparation of financial stat@sin accordance with a modified cash basis of
accounting as described in Note 2 to the notemtméial statements, and that receipts and expeedit

of the Trust are being made only in accordance waiitthorizations of the Trustee of the Trust; amy (i
provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, ,uze
disposition of the Trust's assets that could haweagerial effect on the financial statements.

Because of its inherent limitations, internal cofgrover financial reporting may not prevent oredét
misstatements. All internal control systems, notemahow well designed, have inherent limitations,
including the possibility of human error and thecagimvention of overriding controls. Accordingly,esv
effective internal control over financial reportiegn provide only reasonable assurance with regpect
financial statement preparation. Also, projectiohsiny evaluation of effectiveness to future pesiage
subject to the risk that controls may become inadtx because of changes in conditions, or that the
degree of compliance with the policies or procedumay deteriorate.

The Trustee assessed the effectiveness of th@ahtewntrol over financial reporting as of DecemBgy
2008. In making this assessment, it used the iiteet forth by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOniarnal Control-Integrated Framework. Based
on the assessment, the Trustee believes that, Beagfmber 31, 2008, the Trust's internal contrarov
financial reporting was effective based on tho#eria.

This annual report does not include an attestagport of our independent registered public acdagnt
firm regarding internal control over financial repog. The Trustee’s report was not subject tossdtigon

by our independent registered public accounting firursuant to temporary rules of the Securities and
Exchange Commission that permit us to provide timdyTrustee’s report in this annual report.

Item 9B. Other Information

None.

37



Torch Energy Royalty Trust

PART IlI

Item 10. Directors, Executive Officers and Corporée Governance

The Registrant has no directors, executive officeremployees. The Trustee is a corporate trubise
may be removed as trustee under the Trust Agreemht or without cause, at a meeting duly called
and held by the affirmative vote of Unitholders bt less than a majority of all the Units then
outstanding. Any such removal of the Trustee dhaléffective only at such time as a successoteus
fulfilling the requirements of Section 3807(a) b&tDelaware Statutory Trust Act has been appoiated
has accepted such appointment.

The Registrant has not adopted a code of ethickcapfe to its principal executive officer, prineip
financial officer, principal accounting officer aontroller, or persons performing similar functions
because the Trust does not have any such officasployees. The Trust has no directors and theref
no audit committee or audit committee financialexr a nominating committee.

Section 16(a) of the Securities Exchange Act o#1@8juires that beneficial owners of more than 1%
the registrant’s equity securities file initial s of beneficial ownership and reports of chaniges
beneficial ownership with the Securities and Exg@a@ommission and the New York Stock Exchange.
To the Trustee’s knowledge, based solely on therimétion furnished to the Trust, the Trust is unawa
of any person that failed to file on a timely basports required by Section 16(a) filing requiraise
with respect to the Units during and for the yaatteal December 31, 2008.

Iltem 11. Executive Compensation

The following is a description of certain fees @axpenses paid or borne by the Trust, including feed
to Torch, the Trustee, the transfer agent or thiirates.

Ongoing Administrative Expense$he Trust is responsible for paying all legak@mting, engineering
and stock exchange fees, printing costs and othainéstrative and out-of-pocket expenses incurngd b
or at the direction of the Trustee in its capaa#yTrustee and/or transfer agent.

Compensation of the Trustee and Transfer Agerite Trust Agreement provides that the Trustee be
compensated for its administrative services, ouhefTrust assets, in an annual amount of $801106,

an hourly charge for services in excess of a coatbtotal of 250 hours annually at its standard. rdie
accordance with provisions in the Trust Agreemémt, Trustee may increase its compensation for its
administrative services as a result of unusuaktrerdinary services rendered by the Trustee.

Additionally, the Trustee receives a transfer agefee of $5.00 annually per account (minimum of
$15,000 annually), subject to change each Decerheginning December 1994, based upon the change
in the Producer’s Price Index as published by tkeddtment of Labor, Bureau of Labor Statisticssplu
$1.00 for each certificate issued. The Trustemnigled to reimbursement for out-of-pocket expsnse

Fees to Torch. Torch receives a service fee for accounting, keeging and informational services
related to the Net Profits Interests as descrilsdovbin “Item 13 — Administrative Services Agreerhén

Item 12. Security Ownership of Certain BeneficiaDwners and Management

The following table sets forth, as of March 31, 20€ertain information with respect to the ownegosbii
Units held by all persons known by the Trust to the beneficial owners of 5% or more of the
outstanding Units. Information set forth in théleawith respect to beneficial ownership of Unish
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been obtained from filings made by the named beiaéfowners with the Securities and Exchange
Commission as of March 31, 2009. The Trust hasmployees, officers or directors. The Trust dags n
have an “Equity Compensation Plan”.

Name of Beneficial Owner and Address Shares Beneficially Owned

Units Percent of Class

5% Unitholder: (1)

Trust Venture Company, LLC (2)
Two Greenwich Plaza, First Floor 6,502,762 75.6%
Greenwich, CT 06830

Trust Acquisition Company, LLC (2)
Two Greenwich Plaza, First Floor
Greenwich, CT 06830

Silver Point Capital, L.P. (2)

Two Greenwich Plaza, First Floor
Greenwich, CT 06830

Edward A. Mulé (2)

Two Greenwich Plaza, First Floor
Greenwich, CT 06830

Robert J. O’'Shea (2)

Two Greenwich Plaza, First Floor
Greenwich Plaza, First Floor
Greenwich, CT 06830

(1) Based on Form 4 filed on April 30, 2008.

(2) Trust Venture Company, LLC, Trust Acquisitiom@pany, LLC, Silver Point Capital, L.P., Edward Mule
and Robert J. O’'Shea are each a reporting persdnmaamber of a reporting group pursuant to a Joilmg-
Agreement dated as of July 6, 2007 for purposéseoSecurities Exchange Act of 1934, as amended.

Item 13. Certain Relationships and Related Transamns

Administrative Services Agreement

Pursuant to the Trust Agreement, Torch and thetBntgred into the Administrative Services Agreeimen
effective October 1, 1993. The following summafycertain provisions of the Administrative Services
Agreement does not purport to be complete andbigsuto, and is qualified in its entirety by reface
to, the provisions of the Administrative Servicegrdement. The Trust and Trustee rely on thirdypart
service providers to perform administrative sersifa the Trust.

Prior to April 1, 2008, Torch provided accountitmokkeeping, informational and other services # th
Trust related to the Net Profits Interests pursuanan administrative services agreement effective
October 1, 1993 (“Administrative Services Agreerieand an oral arrangement after termination of the
Administrative Services Agreement on January 29828rough April 1, 2008.

On November 7, 2008, an agreement was enteredétteeen the Trust and Torch which engaged Torch
to provide certain accounting services in connactiith the Trust’'s preparation and filing of theust's
Form 10-K for the year ended December 31, 200'th &greement expired on December 23, 2008.

To facilitate the winding down of the Trust, Torplovides certain accounting and other servicesher
Trust pursuant to an agreement with the Trust dstacth 26, 2009. The initial term of such agreemen
expires March 31, 2010 or as sooner terminatedriiyew notice from either party within 5 businesssl
notice.
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Administrative services fees of $371,000, $414,800 $407,000 were paid by the Trust to Torch during
the three years ended December 31, 2008, 2007006 spectively.

Marketing Arrangements and Price Sharing

In connection with the formation of the Trust, TR&lasco and TEMI entered into a Purchase Contract
which expired upon the termination of the Trush(Ey 29, 2008). Pursuant to the Purchase Contract
TEMI was obligated to purchase all net productitiritautable to the Underlying Properties for andrd
Price for oil and gas less certain gathering,timgaand transportation charges, which were caledla
monthly. The Purchase Contract also provided Tl pay a Minimum Price for gas production. The
Minimum Price was adjusted annually for inflatiamdavas $1.87, $1.83 and $1.80 per MMBtu for 2008,
2007 and 2006, respectively. When TEMI paid a pase price based on the Minimum Price it received
Price Credits equal to the difference between ttidex Price and the Minimum Price, that it was &dit

to deduct in determining the purchase price whenitidex Price for gas exceeded the Minimum Price.
In addition, if the Index Price for gas exceeded 8haring Price, which was adjusted annually for
inflation, TEMI was entitled to deduct 50% of suekcess (“Price Differential”) in determining the
purchase price. The Sharing Price was $2.30, $&26%$2.22 per MMBtu in 2008, 2007 and 2006,
respectively. TEMI had an annual option to disocarg the Minimum Price commitment. However, if
TEMI discontinued the Minimum Price commitmentwibuld no longer be entitled to deduct the Price
Differential in calculating the purchase price amould have forfeited all accrued Price Credits. dks
the Termination Date, TEMI had no outstanding Pr@edits and had not exercised its option to
discontinue the Minimum Price Commitment.

Upon the Trust's termination, the Working Interé3tvners utilized the same pricing mechanisms
(including the Sharing Price and Minimum Price cdtnmnt mechanisms) as the expired Purchase
Contract in calculating Net Proceeds due to thesfTrThe Working Interest Owners also have the same
annual option to discontinue the Minimum Price catrmnt. As of December 31, 2008, the Working
Interest Owners had no accumulated Price Credishaal not exercised their right to discontinue the
Minimum Price commitment.

No Price Credits were deducted in calculating theclpase price related to distributions received by

Unitholders during the three years ended DecembgeP@)8. As a result the Sharing Price arrangement

Net Proceeds attributable to the Underlying Progeruring the years ended December 31, 2008, 2007
and 2006 were reduced by $10.1 million, $7.1 millk;md $11.1 million, respectively.

Gathering, Treating and Transportation Arrangements

The Purchase Contract, which expired upon the Brtstmination, entitted TEMI to deduct certain gas
gathering, treating and transportation fees inutatmg the purchase price for gas in the Robirson’
Bend, Austin Chalk and Cotton Valley Fields. Thmoants that were deducted in calculating the
purchase price for such gas were set forth in tmeHase Contract and were not affected by the kctua
costs incurred by TEMI to gather, treat and transpas. For the Robinson’s Bend Field, TEMI was
entitled to deduct a gathering, treating and trartaion fee of $0.260 per MMBtu adjusted for itifha
($0.314, $0.308 and $0.303 per MMBtu for 2008,72Gthd 2006, respectively), plus fuel usage equal t
5% of revenues. Additionally, a gathering fee 6f0% per MMBtu was deducted in calculating the
purchase price for production from 73 of the 42@isi@ the Robinson’s Bend Field. TEMI was entitle
to deduct $0.38 per MMBtu plus 17% of revenuesaltuating the purchase price for production from
the Austin Chalk Fields as a fee to gather, tredtteansport gas production. TEMI deducted from th
purchase price for gas for production attributatdecertain wells in the Cotton Valley Fields a
transportation fee of $0.045 per MMBtu. Upon theisf's termination, the Working Interest Owners
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became entitled to deduct the same gas gathermafinig and transportation fees that had previously
been deducted by TEMI pursuant to the Purchaser&zinn calculating Net Proceeds due to the Trust.

During the years ended December 31, 2008, 20072804, gathering, treating and transportation fees
deducted from the Net Proceeds calculations pémtaito production during the twelve months ended
September 30, 2008, 2007 and 2006 in the Robind®ersl, Austin Chalk and Cotton Valley Fields,
totaled $1.4 million, $1.5 million and $1.7 millidor 2008, 2007 and 2006, respectively. No amounts
for gathering, treating or transportation are déeiién calculating the purchase price from the &legl
Field.

Item 14. Principal Accountant Fees and Services

UHY LLP personnel work under the direct controlWiflY LLP partners and are leased from wholly-
owned subsidiaries of UHY Advisors, Inc. in an aiedive practice structure.

The Trust does not have an audit committee, anchdiasidit committee pre-approval policy with regpec
to fees paid to UHY. Any pre-approval of servipesformed by UHY and related fees is granted by the
Trustee. The outside auditors are appointed agdgad by the Trust. Fees for services performed by
UHY for the years ended December 31, 2008 and 2087

2008 2007
Audit Fees............ $ 120,000 $ 121,000
Audit Related Fees... 0 0
Tax Fees............... 0 0
All Other Fees........ 0 0
$ 120,000 $ 121,000
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PART IV

Item 15. Exhibits and Financial Statement Scheduge

(a) The following documents are filed as part of tidpart:
1. Financial Statements:

Torch Energy Royalty Trust
Report of Independent Registered Public ActagrFirm
Statements of Assets, Liabilities and TrustpDe at December 31, 2008 and 2007
Statements of Distributable Income for the rédended December 31, 2008, 2007 and 2006
Statements of Changes in Trust Corpus foivgers Ended December 31, 2008, 2007 and
2006
Notes to Financial Statements

2. Financial Statement Schedules

Financial statement schedules are omitted becdube absence of conditions under which they are
required or because the required information ikiged in the financial statements and notes thereto

3. Exhibits

Exhibit
Number Exhibit

4. Instruments Defining the Rights of Security ¢hak, Including Indentures.
4.1 - Form of Torch Energy Royalty Trust Agreetie
4.2 - Form of Louisiana Trust Agreement.*
4.3 - Specimen Trust Unit Certificate.*
4.4 - Designation of Ancillary Trustee.*

10. Material Contracts.

10.1 - Purchase Agreement between TRC, VelascdBi.*

10.2 - Gas Gathering Agreement between TEMI artdéB@as Gathering, Ltd.*

10.3- Amendment to Gas Gathering Agreement.*

10.4 - Water Gathering and Disposal Agreement argl Amendment between Torch Energy
Associates, Ltd. and Velasco.*

10.5- Form of Texas Conveyance.*

10.6 - Form of Louisiana Conveyance.*

10.7 - Form of Alabama Conveyance.*

10.8 - Standby Performance Agreement betweerhTammd the Trust.*

10.9 - Amendment to Water Gathering Contract.*

10.10- First Amendment to Oil and Gas Purchase Contraev{gusly filed on form 10-Q for
the quarter ended September 30, 1994). *

10.11- Second amendment to Water Gathering and Disposaleftgent (previously filed on
Form 8-K on February 11, 2008).**
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23.

31.

32.

**

Torch Energy Royalty Trust

Consents of Experts and Counsel.

23.1- Consent of T.J. Smith & Company, Inc.

23.2 - Consent of Netherland, Sewell and Associstes
23.3 - Consent of Watkins Meegan LLC

Rule 13a-14(a)/15d-14(a) Certifications.
31.1- Certification pursuant to Section 302 of 8agbanes-Oxley Act of 2002.

Section 1350 Certifications.
32.1- Certification of Wilmington Trust Companyrpuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.

Incorporated by reference from Registration Stegats on Form S-1 of Torch Energy Advisors
Incorporated (Registration No. 33-68688) dated Muawer 16, 1993.
Incorporated by reference from Form 8-K datedfemry 11, 2008.
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SIGNATURES

Pursuant to the requirements of the Securities &gt Act of 1934, the registrant has duly causid th
report to be signed on its behalf by the undergsighereunto duly authorized.

TORCH ENERGY ROYALTY TRUST

By: Wilmington Trust Company,
not in its individual capacity but solely
as Trustee for the Trust

By: /sl Bruce L. Bisson
Bruce L. Bisson, Vice President

Date: November 25, 2009

(The Trust has no employees, directors or execuofffieers.)
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Exhibit 23.1

CONSENT OF T.J. SMITH & COMPANY, INC.

We hereby consent to the use of our report datad M, 2009 regarding Torch Energy Royalty
Trust and to the reference to our firm includethis Form 10-K.

T.J. SMITH & COMPANY, INC.

By: /s/T.J. Smith
T.J. Smith

Houston, Texas
November 16, 2009



Exhibit 23.2

CONSENT OF NETHERLAND, SEWELL & ASSOCIATES, INC.

We hereby consent to the use of our reports dslkayg 8, 2009 and May 11, 2009 regarding
Torch Energy Royalty Trust interest for the yeadesh December 31, 2008 and to reference to our firm
included in this Form 10-K.

Netherland, Sewell and Associates, Inc.

By: /s/ Danny D. Simmons
Danny D. Simmons, P.E.
President and Chief Operating Officer

Houston, Texas
November 16, 2009



Exhibit 23.3

CONSENT OF WATKINS MEEGAN LLC

We hereby consent to the reference to our firrfughed in this Form 10-K.

Watkins Meegan LLC

By: /s/ Louise M. Peabody
Louise M. Peabody, Member

Bethesda, Maryland
November 25, 2009



Exhibit 31.1

RULE 13a-14(a)/15d-14(a) CERTIFICATIONS

I, Bruce L. Bisson, certify that:

1.

| have reviewed this annual report on Form 10-K ofch Energy Royalty Trust, for which Wilmingtonust
Company acts as Trustee;

Based on my knowledge, this report does not cormjnuntrue statement of a material fact or omatade a
material fact necessary to make the statements ,madkght of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementd, @ther financial information included in this repo
fairly present in all material respects the finahciondition, distributable income and changesusttcorpus
of the registrant as of, and for, the periods prskin this report;

| am responsible for establishing and maintainirsgldsure controls and procedures (as defined sh&mnge
Act Rules 13a-15 (e) and 15d-15(e)) and internatrob over financial reporting (as defined in Exoba Act
Rules 13a-15(f) and 15d-15(f)), or for causing sypecbcedures to be established or maintained, fer th
registrant and have:

a) Designed such disclosure controls and proceduresaused such disclosure controls and procedures to
be designed under my supervision, to ensure thtgriabinformation relating to the registrant, inding
its consolidated subsidiaries, is made known tdognethers within those entities, particularly dgrithe
period in which this report is being prepared;

b) Designed such internal control over financial réipg; or caused such internal control over finahcia
reporting to be designed under my supervision,rtwvige reasonable assurance regarding the retiabili
of financial reporting and the preparation of fineh statements for external purposes;

c) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedisn th
annual report my conclusions about the effectiverséghe disclosure controls and procedures, dseof
end of the period covered by this annual reporetham such evaluation;

d) Disclosed in this report any change in the regmtsainternal control over financial reporting that
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth quarter in theecaf an
annual report) that has materially affected, oreiasonably likely to materially affect, the regsir's
internal control over financial reporting; and

| have disclosed, based on my most recent evatuatiointernal control over financial reporting, tbe
registrant’s auditors:

a) All significant deficiencies and material weaknesge the design or operation of internal controéov
financial reporting which are reasonably likely adversely affect the registrant’s ability to record
process, summarize and report financial informatio

b) Any fraud, whether or not material, that involvesrgpns who have a significant role in the registsan
internal control over financial reporting.

In giving the certifications in paragraphs 4 andiiove, | have relied to the extent | consider reabte on
information provided to me by Torch Energy Advistneorporated and Watkins Meegan, LLC.

Date: November 25, 2009 By: /s/ Bruce L. Bisso

Bruce L. Bisson
Vice President
Wilmington Trust Company



Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The following certification accompanies the isssigknnual Report on Form 10-K and is not filed, as
provided in SEC Release Nos. 33-8238, 34-4798aidatee 5, 2003.

In connection with the Annual Report of Torch EpeRoyalty Trust (the “Trust”) on Form 10-K for
the year ended December 31, 2008, as filed withSiwurities and Exchange Commission on the datoher
(the “Report™), I, Bruce L. Bisson, Vice Presidenf, Wilmington Trust Company, the trustee of theusir
certify, pursuant to 18 U.S.C. § 1350, as adoptadyant to Section 906 of the Sarbanes-Oxley A@GC&R2,
that to my knowledge:

1) The Report fully complies with the requirementsS#ction 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, and

2) The information contained in the Report fairly mets, in all material respects, the financial
condition and results of operations of the Trust.

A signed original of this written statement reqdirey Section 906 has been provided to the Torch

Energy Royalty Trust and will be retained by thechoEnergy Royalty Trust and furnished to the Séesr
and Exchange Commission or its staff upon request.

Dated: November 25, 2009

/s/Bruce L. Bisson
Bruce L. Bisson, Vice President




