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This is in regard to your letter dated November 14, 2007 concerning the
shareholder proposal submitted by Robert A. Belfield for inciusion in National Fuel’s
proxy materials for its upcoming annual meeting of security holders. Your letter indicates
that the proponent has withdrawn the proposal, and that National Fuel therefore
withdraws its October 5, 20077 request for a no-action letter from the Division. Because
the matter is now moot, we will have no further comment.

cc: Robert A. Belfield
7537 Teaticket Ct.

Jacksonville, FL 32244

Sincerely,

Gty

Ted Yu
Special Counsel
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“Re:”  Shareholder Proposal Submitted by Robert Belfield 1o
Nativnal Fuel Gas Company
PRI

Ladlcs dnd Gentlcmen: v

1

'Natlonal l'uel Gas Company, a New Jersey corporation (“National Fuel” or the “Company™), has
received a shdrcholder proposa] (the “Broposal”) submitted by Robert A. Belfield (the
Proponem”) in connetuon with the annual meeting of the Company’s shareholders to be held in
February 2008.; We believe that this Proposal may be properly excluded from the Company’s
2008 Proxy Statement (thé * 2008 Proxy Staleinent”) pursuant 1o Rule 14a-8(h) under lhe
Securities Exchange Act of 1934 as amended (the “Exchange Act”). We respectfully rcquesl
_ that the SmlT (the “Staff”) of lhe Dwnsnon of Corporation Finance (the “Division”) of the
" .+ Securities and Exchange .Commi ssmn (the “Commission”) confirm (i) that it will not recommend
" any enforcement-action against the Company based ‘on the omission of this Proposal; and (ii) that
it will not rc:..ommend dny,,cnfor( emént action against the Company if any proposal submitted by
the Proponem is ommed from ths Company S proxy malenals for any mectings of slockholders
L held in calendar yeam 2008 or 2009 ' .
. kncloscd for ﬁlmg pursuant to Rule 14a- 8()) of the Exchan[,e Act are six copies of this letter and
the Proposal with its supporting statement.’ -We are also forwatdmg a copy of this letier to the
Proponent as required. con

.
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The Proposal

The Proposal, dated August 10, 2007, reads as follows:

The Stockholders recommend that the Board, each year, seek
stockholders’ approval of the compensation of the 5 most highly
compensated executive officers of the Company and its subsidiaries, and
thereby give stockholders the opportunity to express their disapproval, if
they should see fit.

The letter received by the Company setting out the Proposal and supporting statement is attached
hereto in its entirety as Exhibit 1.

Grounds for Exclusion

As addressed more completely below, we believe that the Proposal and the supporting statement
may be properly omitted from the 2008 Proxy Statement pursuant to Rule 14a-8(h)(3) because
the Proponent failed to appear, or to appoint a qualified representative to appear, without good
cause, at the Company’s 2007 Annual Meeting to present a prior shareholder proposal at that
meeting.

Background Information

The Proponent is and at all relevant times was the life companion of Mr. Curtis W, Lee, who was
an employce of the Company or ils subsidiaries for approximately 19 years, from September
1980 to January 1999. Mr. Lee worked for the Company and its subsidiaries as an attorney for
virtually all that time, until very late 1998. The Company terminated Mr. Lee’s employment in
January 1999.

Mr. Lee and the Company have been for the last eight years and are still currently involved in
sealed litigation at the state and federal levels related to Mr. Lee’s misconduct as former counsel
to the Company. Mr. Lee has been convicted of 35 counts of criminal contempt of court and 83
counts of civil contempt of court in the course of that litigation, and has been the subject of
multiple court orders and injunctions, including the ones referenced below.' He has also
surrendered his law license and bzen censured as a result of proceedings before the Attorney

] See Order of Contempt, Summary Judgment and Sanctions, and Permanent Injunction, New York State Supreme
Court, Erie County (Nov. 2, 2000) (excluding exhibits), attached as Exhibit 2; Order of Criminal and Civil Contempt
and Permanent Injunction, New York State Supreme Coun, Erie County (April 16, 2003), attached as Exhibit A 10
the accompanying opinion letter of counsel, infra,
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Grievance Committee of the Eighth Judicial District and the New York State Appellate Division,
Fourth Department. The Appellate Division concluded that Mr. Lee violated six separate ethical
rules, including a conclusion that he engaged in “illegal conduct that adversely reflects on his

honesty, trustworthiness or fitness as a lawyer.™

The Proponent and Mr. Lee have shown a pattern of submitting proposals to the Company for
annual meetings, as illustrated by the following table:

MEETING PROPONENT
YEAR SUBJECT MATTER OF PROPOSAL Mr. Lee | Mr. Belfield |
1999 Limit executive compensation awards X
2000 Comnmittee, plan and report on minority employment X
2001 Limit executive compensation awards X
(excluded
from proxy
statement)
Limit executive compensation awards X
2002
Committee, plan and report on minority employment X
Limit executive compensation awards X
2003
Committee, plan and report on minority employment X
2004 Limit executive compensation awards X
2005 Limit executive compensation awards X
2006 Repeal the 2005 compensation increases to directors X
2007 Repeal the 2005 compensation increases to directors X

Mr. Lee’ submitted his first sharcholder proposal (for the 1999 Annual Meeting) while he was
still employed by the Company as its in-house executive compensation and benefits attorney, and
all of the sharcholder proposals on the above table are written in a highly similar style. A few
months before the Company terminated Mr. Lee’s employment, Mr. Lee gave the Proponent
enough Company stock so that, teginning with the 2002 annual meeting, one sharcholder

2 A copy of the Appellate Division decision is attached as Exhibit 3.
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proposal per year could be submitied under the Proponent’s name, in addition to the proposal that
Mr. Lee would annually submit uader his own name, until a permanent injunction forced him to
divest all his Company stock.

Discussion

The Proponent failed to appesar, or to designate a qualified representative to appear, without
good cause, at the Company’s 2007 Annual Meeting to present the Proponent’s sharcholder

propesal for that meeting.

Rule 14a-8(h)(3) provides that:

If [the Proponent or his] qualified representative fail to appear and present
the proposal without good cause, the company will be permitted to exclude
all of [the Proponent’s] proposals from its proxy materials for any
meetings held in the following two calendar years.

The Proponent failed to appear at the Company’s Annual Meeting of Stockholders held on
February 15, 2007, to present the shareholder proposal he had submitted for that meeting.’
Instead, the Proponent’s life companion Mr. Lee appeared at that meeting and presented a
document dated January 16, 2007 which appeared to be signed by the Proponent, stating that for
health reasons the Proponent would not attend the Annual Meeting, and that the Proponent was
appointing Mr. Lee as his representative to present the Proponent’s proposal (the “Attempted
Designation™)." Mr. Lee was not admitted to the meeting, and nobody presented the proposal on
the Proponent’s behalf. The Chairman allowed the stockholders to vote on the Proponent’s
proposal. See the minutes of the meeting attached as Exhibit 5, and the affidavits of Company
officers attached as Exhibits 6, 7, 8 and 9 regarding events at and near the February 15, 2007
Annual Meeting.

Rule 14a-8(h)(1) provides that a proponent may designate a “representative who is qualified
under state law to present the proposal on your behalf.” However, under state law, Mr. Lee is
expressly disqualified from presenting any National Fuel sharehotder proposal. The New York
State Supreme Court issued a permanent injunction that was mostly upheld on appte:alS that
provides in relevant part as follows:

3 A copy of the Company’s proxy statement for the 2007 Annual Meeting is attached as Exhibit 4.

4 A copy of the Atiempled Designation is attached as part of Exhibit 6.

5 Centified copies of the permanent injunction and the appellate decision affirming the relevant portions of the
injunction are attached as Exhibits A and B to the accompanying opinion letier of counsel, infra.
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[Mr. Lee] is permanently enjoined and restrained from buying, holding,
owning, possessing, receiving, obtaining, obtaining benefits from, or
exercising any rights or privileges with respect to, any National Fuel
shares (emphasis supplied).

The right to submit and present a shareholder proposal to be voted upon at the Annual Meeting is
a right or privilege held only by certain National Fuel shareholders [Rule 14a-8(b)]. If Mr. Lee
were to present at a meeting of National Fuel's stockholders a shareholder proposal submitted by
the Proponent, he would be exercising a right or privilege with respect to the Proponent’s
National Fuel shares. Mr. Lee is specifically barred under state law from doing that, so he cannot
possibly be considered eligible to be the Proponent’s “representative who is qualified under state
law 10 present the proposal on ycur behall.” Rule 14a-8(h)(1). A written opinion of counsel on
the applicable state law is attached hereto as Exhibit 10.

The Proponent and Mr. Lee knew or should have known that Mr. Lee was not qualified under
state law to present the proposal that the Proponent had submitted for the 2007 Annual Meeting.
Exhibit A to the opinion letter includes a copy of the proofs of service of the permanent
injunction at the residence shared by the Proponent and Mr. Lee. The Proponent had appeared as
a witness in the state court proceedings, attended most of the state court hearings (including the
hearing at which Mr. Lee was sentenced for multiple counts of civil and criminal contempt), and
was well aware of the permanent injunction entered against Mr. Lee at the conclusion of
contempt hearings that extended over 12 months. The Proponent’s close attention to Mr. Lee’s
litigation is further evidenced by the letters attached as Exhibit 11, in which the Proponent
updates members of the Company’s board in considerable detail about his view of that litigation.
Furthermore, the Proponent presented shareholder proposals at Company Annual Meetings at
which he was accompanied by Mr. Lee, who was excluded from the rooms where those Annual
Meetings took place, in accordance with the permanent injunction.

The Attempted Designation was dated January 16, 2007, 30 days before the Annual Meeting. So
the Proponent had already decided by January 16™ that he would not attend the February 15"
Annual Meeting. It would have been easy and inexpensive for the Proponent, even if he had
started no earlier than January 16®, to arrange for someone living in the vicinity of the Annual
Meeting location to take no more than ninety minutes to travel to the Annual Meeting, attend the
entire meeting, present Mr. Belfield’s shareholder proposal to the Annual Meeting, and travel
back to his or her home or place of business.

The sequence of events described above indicates that the Proponent’s failure to designate a
representative qualified under siate law was “without good cause.”
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Under Rule 14a-8(h)(3), it was the Proponent’s responsibility to attend the 2007 Annual Meeting
to present his 2007 proposal or, in the altemnative, to ensure that a qualified representative
appeared on his behalf and that the representative was adequately prepared to attend the meeting
and to participate in the meeting on a timely basis. See Transamerica Inc. SEC No-Action Letter
(December 27, 1989) (“[w)hile the proponent provides information to suggest that he had * good
cause’ for such failure, there is no information to indicate that the proponent took steps to avoid
such cause™); ConocoPhillips SEC No Action Letter (March 5, 2007) (proponent had no “good
cause” for purposes of Rule 14a-8(h)(3) despite his claim that he was unable to find anybody in
the Houston area to present his proposal); Sonat Inc. SEC No-Action Letter (January 6, 1994)
(schedule conflicts and personal inconvenience are not “good cause™ for purposes of Rule 14a-
8(h)(3)); Eastman Chemical SEC No-Action Letter (February 10, 1997) (proponent’s * advanced
age, schedule conflicts and personal inconvenience” were not “good cause™); Hamischfeger
Indus.. Inc. SEC No-Action Letter {(December 15, 1992) (proponent “offered no explanation
accounting for his failure to present his proposal”); and United States Steel Corp. SEC No-
Action Letter (January 23, 1984) (scheduling conflict arising from two simultancous stockholder
meetings was foreseeable and avoidable, and therefore not “good cause™).

The Division has placed the burden on the proponent of a shareholder proposal to demonstrate
that he or she had “good cause” for failing to present the proposal at a meeting of security
holders. See. e.p.. Union Oil Co. of California SEC No-Action Letter (February 23, 1984). The
Commission has previously emphasized that it is “the proponent’s responsibility, not his
representative’s, to insure that the proposal is presented [at the meeting].” Proposed
Amendments to Rule 14a-8 Under the Securities Exchange Act of 1934 Relating to Proposals by
Security Holders, Exchange Act Release No. 19,135, [1982 Transfer Binder] Fed. Sec. L. Rep.
(CCH) 183,262 (Oct. 14, 1982).

The Division has occasionally held that a proponent had “good cause” for not presenting its
proposal at an annual meeting of stockholders, see, e.g.. Chevron Corp. SEC No-Action Letter
(February 25, 1993) (Los Angeles riots constituted “good cause™); I.C. Indus., Inc. SEC No-
Action Letter (August 10, 1982) (proponent’s illness and subsequent unsuccessful attempts to
contact registrant constituted “good cause”). Here, there was no riot, the Proponent’s health
condition was not sudden, and there were no unsuccessful attempts to communicate with the
Company.

The Division has also previously determined that traffic and travel delays or difficuities do not
constitute “good cause” under Rule 14a-8(h)(3). See. e.g.. ConocoPhillips SEC No-Action Letter
(March $, 2007) (proponent’s failure to find anybody in the Houston area to present his proposal
was not “good cause”); Community Health Systems, Inc. SEC No-Action Letter (January 25,
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2006) (“traffic delays” were not “good cause”); IDACORP, Inc. SEC No-Action Letter (October
21, 2004) (proponent’s failure to attend the annual meeting due to the fact that the proponent
attended another meeting two days earlier in another city, that the travel expenses would be
exorbitant and that Amtrak did not serve the city where the annual meeting was being held was
not a failure for “good cause); Transamerica SEC No-Action Letter (December 27, 1989) (“an
extremely slow commute” was not “good cause”); Great Western Financial Corp. SEC No-
Action Letter (February 5, 1991) (“freeway traffic” was not “good cause”).

Note also that the Division has rcutinely found proponents to be barred by Rule 14a-8(h)(3) even
though the chairmen of the annual meetings allowed the sharcholders to vote on the shareholder
proposals in the proponents’ absence (as the Company’s chairman allowed the Company’s
shareholders to vote on the Proponent’s 2007 proposal). IDACORP, Inc. SEC No-Action Letter
(October 21, 2004); Flowers Foods, Inc. SEC No-Action Letter (February 18, 2004); Raytheon
Co. SEC No-Action Letter (January 22, 2003); Eastman Chemical Co. SEC No-Action Letter
(February 27, 2001).

Conclusion

Under Rule 14a-8(h)(3), the Company should be permitted to exclude any proposals submitted
by the Proponent from its proxy materials for any meetings held during the 2008 and 2009
calendar years. Because the Proponent submitted the 2007 proposal, which was included in the
Company’s 2007 Proxy Materials, and neither the Proponent nor a qualified representative

(i) appeared to present the 2007 proposal at the 2007 Annual Meeting, or (ii) demonstrated “good
cause” for the failure to appear to present the 2007 proposal at the 2007 Annual Meeting, the
Company respectfully requests your advice that the Division will not recommend any
enforcement action if the Proposal is omitted from the Company’s 2008 Proxy Materials, and
further requests your advice that the Division will not recommend any enforcement action if any
proposal submitted by the Proponent is omitted from the proxy materials for any meetings of
Company stockholders held in calendar years 2008 and 2009.

If you have any questions regarding this matter or require additional information, please contact
James R. Peterson at (716) 857-7702. If for any reason you do not concur with any of the views
expressed in this letter, we respectfully request an opportunity to confer with you prior to any
wrilten response.
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cc: Robert A. Belfield

Enclosures

Sincerely yours,
NATIONAL FUEL GAS COMPANY

By@fw K

James R. Pcterson
Assistant Secretary
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Enclosed Exhibits —
1 - Copy of Belfield letter with proposal and supporting statement

2 - Order of Contempt, Summary Judgment and Sanctions, and Permanent Injunction,
New York State Supreme Court, Erie County (Nov. 2, 2000}

3 - Decision of New York Statz Supreme Court, Appellate Division, Fourth Department
(July 7, 2006)

4 - Company’s proxy statement for 2007 Annual Meeting
5 - Minutes of 2007 Annual Meeting

6 - Cellino Affidavit

7 - Ackerman Affidavit

8 - Tanski Affidavit

9 - Ciprich Affidavit

10 - Opinion of Counsel on State Law including copies of permanent injunction and appellate
decision modifying it

11 - Belfield letters to Board 4/30/03 and 2/7/05
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Robert A, Belfield
7537 Teaticket Ct.
Jacksonville FL 32244
904 — 594 - 6192
: August 10, 2007

By rnail and by fax (716-857-7614 — 2 pages)

Anna Marie Cellino

Secretary

National Fuel Gas Caorapany

6363 Main Street

Williamsville NY 14221

Re: My Shareholder Proposal

Dear Ms. Cellino:

I am submitting a shareholder proposai (*My Proposal”) to National Fuei Gas Company
(*Company™) under SEC Rule 14a- 8. 1am eligible to submit this proposal because | have
owned at least 133 shares of Company common stock continuously for several years now.
(Please contact me if you need copies of statements concerning the IRA in which these shares are
heid.) I will continue to own these shares uantil at least the 2008 Annual Meeting of

Stockholders.

I will attend that meeting, and will present My Proposal at that time, for stockholder
approval. (If [ cannot personally attend, [ will send a representative.)

My Proposal is as follows:

“The Stockholders recommend that the Board, each year, seek stockholders’ approval of
the compensation of the S most highly compensated executive officers of the Company and its
subsidiaries, and thereby give stockholders the opportunity to express their disapproval, if they

should see fit.”
My Proposal is appropriate for these reasons.

First, “say on pay” proposals such as My Proposal have been well — received. Aflac has
adopted a similar proposal, and 49% of Merck sharcholders voted for a “say on pay” proposal.
Such proposals have been macdle to other companies, including Verizon and Blockbuster.

(Newsweek, June 4, 2007 edition, page 14.)

Second, My Proposal is necessary. As the Buffalo News disclosed in an article
published on June 10, 2007, the Company’s CEQ, Philip Ackerman, received more than $8.5
million in compensation in the Company's 2006 fiscal year. Shareholders did not approve this.

Third, My Proposal is appropriate because stockholders have, to date, only had the
opportunity to generally approve certain (but not ail) elements of executive compensation. They
have never been ailowed to vo:e on the big picture. For example, stockholders have voted, in the
past, on stock option plans, in advance of their use, without being told the specific rates at which
options would later be awardex to executives, or the value thereof. Also, life insurance and
retirement benefits, salary, and actual bonus amounts of executives have not been stockholder -
approved. In hindsight, those awards and benefits were very generous.




Fourth, in the United Kingdom, public companies allow stockholders to cast advisory
votes on the “director remuneration reports”, which disclose executive compensation. British
companies have not been harmed, and British boards obtain valuable feedback.

Fifth, the Company has a history of waste and abuse. Since 1988, the Company has paid
or committed about $100 million in compensation of all types to just the current CEQ and his
predecessor ~ just 2 people!  This totals more than $1 per share'in waste, and earnings have been
reduced. These are all public figures and facts.

Also, as the Buffalo News article dated July 2, 2006 indicates, the Company has its own
stock option backdating scandal.

Based on recent histary, about $10 million per year, or more, is likely to be paid or
committed to high-level Company executives in the future. At the very least, stockholders
should have the chance to register their approval {or disapproval) of these payments. And,
should high disapproval levels be registered, the Board will have received a message encouraging

it to put a brake on such costs.

My Proposal will clarify costs, reduce waste, and save the Company money, and should
be approved. Further, it advances corporate democracy, gives the Board annual feedback, and
entails no or negligible implementation costs to the Company.

AN AAANOENEANNeNE RO BRSSP RPROEN RO RN REO P RFONNRBOFREEROASRESRRAnsRARvENERE)

Please call if you have questions. Please also provide to me the “Company Code of
Business Conduct and Ethics”, and all other documents | am entitled to receive, as mentioned in

the last proxy statement.

Thank you.
Sincerely yours,

P\GE'-LI A &w%‘b

Robert A. Belfield
Stockholder
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STATE OF NEW YORK
SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERVICES, INC,,

HIGHLAND LAND & MINERALS, INC.,

HORIZON ENERGY DEVELOPMENT, INC,,

NATIONAL FUEL GAS COMFANY,

NATIONAL FUEL GAS DISTRIBUTION CORPORATION,

NATIONAL FUEL GAS SUPPLY CORPORATION, CERTIFICATION
NATIONAL FUEL RESOURCES, INC,,

NIAGARA INDEPENDENCE MARKETING COMPANY, Index No.: 1999/960
LEIDY HUB, INC,,

SENECA INDEPENDENCE PIPELINE COMPANY, .. Assigned Justice:
SENECA RESOURCES CORPORATION, Hon. Patrick H. NeMoyer

UPSTATE ENERGY INC,, and
UTILITY CONSTRUCTORS, INC.

Plaintiffs,
vs.

CURTIS W. LEE,
Defendant.

[, John G. Schmidt Jr., an attomney admitted to practice in the State of New York,

certify that I have compared the accompanying order with the original filed on November 2, 2000

in the Office of the Clerk of the Co of Erie, and [ have found that the copy is a true and

complete copy of the original.

Dated; Buffalo, New York
November 2, 2000

PHILLIPS, LYTEEAHITCHCOCK, BLAINE & HUBER LLP
,———,-/—"/ ‘ f..f e
By e il
/ ” John G. Schmidt Jr., Esq.
Attormeys for Plaintiffs
Suite 3400
One HSBC Center
Buffalo, New York 14203-2887
Telephone No.: (716) 847-8400




TO:

Rodger P. Doyle, Jr., Esq.
Hiscock & Barclay, LLP

50 Fountain Plaza, Suite 301
Buffalo, New York 14202




STATE OF NEW YORK |
SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERVICES, INC,,

HIGHLAND LAND & MINERALS, INC,, 7 4

HORIZON ENERGY DEVELOPMENT, INC,, .
NATIONAL FUEL GAS COMPANY, AFFIDAVIT OF :
NATIONAL FUEL GAS DISTRIBUTION CORPORATION, SERVICE BY

NATIONAL FUEL GAS SUPPLY CORPORATION, HAND DELIVERY

NATIONAL FUEL RESOURCES, INC.,

NIAGARA INDEPENDENCE MARKETING COMPANY, Index No. 11999-960

LEIDY HUB, INC,,

SENECA INDEPENDENCE PIPELINE COMPANY,
SENECA RESOURCES CORPORATION,
UPSTATE ENERGY INC,, and
UTLLITY CONSTRUCTORS, INC.

Plaintiffs,

VS,

CURTIS W, LEE,
Defendant.

STATE OF NEW YORK )

) ss.:
COUNTY OF ERIE )

JOHN G. SCHMIDT JR., being duly sworn, deposes and says:

I am not a party to the action, am over 18 years of age and reside in Buffalo, New
York; that on the 2nd day of November, 2000, deponent served the attached Order of Contempt,
Partial Summary Judgment and Sanctions, and Permanent Injunction, upon the law offices of
Hiscock & Barclay LLP, Attn: Rodger P. Doyle, Jr., attorneys for defendant, at 50 Fountain
Plaza, Suite 301, Buffalo, New York 14202, in the above action, by leaving a true copy with a
person of suitable age and discretion.

¢ John G. Schmidt Jr.
Sworn to before me this

3™ day of November, 2000.

"'/A/d..*. JINT S—ﬂ" U AL 2 gt

Notaty Public
MARLENE J, LAMANCLISD
e

in Erie County

My Commissien Expires 06/30,20 ('



At a Term of the Supreme Court, Part 14,
beld in and for the County of Erie at the Erie
County Courthouse, 92 Franklin Street,
Buffalo, New York on June 20, 2000,
August 2, 2000 and August 24, 2000, and
October 25, 2000.

STATE OF NEW YORK
SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERVICES, INC,,
HIGHLAND LAND & MINERALS, INC,,

HORIZON ENERGY DEVELOPMENT, INC.,,
NATIONAL FUEL GAS COMPANY,

NATIONAL FUEL GAS DISTRIBUTION CORPORATION,
NATIONAL FUEL GAS SUPPLY CORPORATION,
NATIONAL FUEL RESQURCES, INC,,

NIAGARA INDEPENDENCE MARKETING COMPANY,
LEIDY HUB, INC,,

SENECA INDEPENDENCE FIPELINE COMPANY,
SENECA RESOURCES CORPORATION,

UPSTATE ENERGY INC,, and

UTILITY CONSTRUCTORS, INC.

Flaintiffs,
Vs,
CURTIS W. LEE,

Defendant.

ORDER OF CONTEMPT,
SUMMARY JUDGMENT
AND SANCTIONS, AND

PE INJUNCTI

19
Index No.: )99%/960

Hon. Patrick B, NeMoyer

¥y 2-0H QUYJZ

{1}

—

O

FUI3NT 2100072 =2
£t

G

Defendant having moved for an Order pursuant to CPLR 3214(b), CPLR 3101, &t

seq., and 22 N.Y.C.R.R. § 202.12(c)(2) and (6) to compel discovery; and plaintiffs having cross-

moved for an Order pursuant to CPLR 3103 to strike defendant’s answer, enter a protective

order, and probibit defendant from using any Plaintiffs’ Property, as that term is defined under

the Temporary Restraining Orcler, entered February 4, 1999 (“TRO™), and the Order of Seizure 3}/

and Preliminary Injunction, entered February 17, 1999 (“Order of Seizure”); and plaintiffs

24
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having moved for an Order pursuant to Judiciary Law §§ 750, 751, 753, 774, CPLR 3212e), .
5104, 7102, 7109, and 22 N.Y.C.R.R. § 130-1.1 to punish defendant for criminal and civil
contempt, enforce the _Coun’s prior Orders by contempt, issue a warrant of commitment and
direct defendant to surrender all items of Plaintiffs’ Property and other items, award plaintiffs
their costs and reasonable attorneys’ fees, grant an injunction making permanent the preliminary
relief grintcd to plaintiffs, and refer defendant’s ethical violations to the appropriate disciplinary
body, as supplemented; and defendant having moved for an Order pursuant to CPLR 3211, 3212
and 3126, 5015(a)(3), and Judiciary Law § 750 et seq. for summary judgment dismissing the
complaint, or alternatively, to compel disclosuré. vacate the Court’s prior Orders, and grant
defendant his costs, attoneys’ fees and sanctions; and defendant having demanded pro se that
this Court recuse itself ; and the motions having regularly come to be heard at a term of this
Court held at the Erie County Courthouse, Part 14, 92 Franklin Street, Buffalo, New York on
June 20, 2000, August 2, 2000, August 24, 2000 and October 25, 2000 (and proof of service of
the motions upon the parties having been made);

Upon reading and| filing

Defendant’s Notice of Motion for an Order Compelling Discovery,

Depositions and & Discovery Schedule, dated December 30, 1999

(“Motion I'"), with Affirmation of Rodger P.. Doyle, Jr., swom to

December 30, 1999;

Plaintiffs’ Notice of Cross-Motion to Strike the Answer.and Enter

a Protective Order, dated January 27, 2000 (“Motion II™), with

Answering Affidavit of Philip C. Ackerman, swom to January 26,

2000, Affidavit of Donna L. DeCarolis, swomn to January 26, 2000,

Affidavit of Orval E. Smith, swom to January 26, 2000, and

Answering Affidavit of John G. Schmidt Jr., sworn to January 27,
2000;
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Plaintiffs’ Notice of Motion for Contempt, Partial Summary
Judgment, a Permanent Injunction and Sanctions, dated January
31, 2000, with Appendix (“Motion III"), and Affidavit of Philip C.
- Ackerman, swortl to January 27, 2000, Affidavit of James

- Blizzard, sworn to January 28, 2000, Affidavit of Daniel R, Jay,
sworn to January 31, 2000, In Camera Affidavit of Kenneth A.
Manning, swom *o January 31, 2000, Affidavit of John G. Schmidt
Jr., sworn to February 1, 2000, and Affidavit of Linda Volonino,
sworn to February 2, 2000;

Plaintiffs’ Supplemental Notice of Motion for Conternpt, Partia)
Summary Judgment, a Permanent Injunction and Sanctions, dated
May 16, 2000 (“Motion IV"), with Supplemental Affidavit of
Philip C. Ackerman, sworn to May 16, 2000; ‘

Defendant’s Notice of Supplemental and/or Cross-Motions, dated
May 22, 2000 (“Motion V"), with Affidavit of Rodger P. Doyle,
Jr., sworn to May 22, 2000, Affidavit of Curtis W. Lee, sworn to
May 22, 2000, Affidavit of Arthur Paul Reynolds, swom to May
22, 2000, and Affidavit of Joan M. Winkelman, sworn to May 22,
2000,

Plaintiffs’ Reply Affidavit of Donna L. DeCarolis, sworn to June
" 13,2000, Affidavit of William Foster, swom to June 13, 2000,
Affidavit of Kenneth A. Manning, sworn to June 13, 2000, Reply
Affidavit of Sarali J. Mugel, sworn to June 13, 2000, and Reply
Affidavit of John G. Schmidt Jr., swom to June 13, 2000;

Defendant’s Affidavit of Rodger P. Doyle, Jr., swom to June 16,
2000, and Reply Affidavit of Curtis W. Lee, swom to June 16,
2000; and

Defendant’s pro sz Demand for the Recusal of Patrick NeMoyer in
New York State Supreme (sic), dated October 24, 2000 (“Motion

V71™), with the cover letter of Rodger P. Doyle, Jr., Esq., dated
October 24, 2000;

and the exhibits attached thereto, and upon all the papers and proceedings herein; and
AFTER hearing Phillips, Lytle, Hitchcock, Blaine & Huber LLP (Kenneth A.

Manpning, Esq. and John G. Schmidt Jr., Esq., of counsel) in support of plaintiffs’ motions and in

P4
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opposition to defendant’s motion?. and Hiscock & Barclay, LLP (Rodger P. Doyle, Jr., Esq., of
counsel) in opposition to plaintifis’ motions and in support of defendant’s motions; and the Court
having made certain ﬁ_ndings and conclusions on the record (transcripts annexed as Exs. A, B, C
and D); and after due de‘liberatior.t; it is hereby

DETERMINED that (1) this Court has jurisdiction over defendant and the subject
matter of this action; (2) defendant was properly served with certified copies of this Court’s
written Orders and with plaintiffs’ motions; (3) defendant had actual knowledge of the Court’s
Orders (as listed in this Order, at p.. 5) and plaintiffs’ motions; (4) defendant had the ability to
comply with these Orders; (5) the Orders were never appealed and became the law of the case,
with which defendant was mandated to comply; (6) defendant repeatedly violated these Orders;
(7) defendant intentionally defeati:d, impaired, impeded or prejudiced the rights and remedies of
plaintiffs; (8) defendant was an attorney who provided legal advice to one or more plaintiffs
during his employment, including but not limited to the time period of 1991-1998, particularly in
the area of compensation and benefits issues and continued to do so throughout his employment;
(9) the subject matter of defendan!’s internal and external complaints and memoranda, from June
6, 1998 through February 14, 2000, relate in large part to issues defendant worked on as an
attorney for one or more plaintiffs; and (10) the complaints and memoranda referenced in (9)
above, and many of the items recovered by plaintiffs from defendant pursuant to the Court’s
various Orders, contain plaintiffs’ “confidences” and “secrets,” as those terms are defined under
Disciplinary Rule 4-101(a); and it is hereby

ORDERED that Motion I is denied as moot; and it is further
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ORDERED that Motions V and VI are denied; and it is further

ORDERED that Motion II is granted, defendant’s Answer is stricken pursuant to
CPLR 3103, 3126 and this Court’s inherent power, because of defendant’s conduct, and all of
defendant’s discovery &ema.nds and deposition notices are vacated, and plaintiffs’ request for a
Protective Order is therefore moot; and it is further

ORDERED that Motions II] and I'V are granted to the extent that this Court holds
defendant in civil contempt for knowingly and repeatedly violating the (1) TRO; (2) Order
regarding Annual Stockholders M'cet'mg, entered February 17, 1999 (“February 17 Order”); 3)
Order of Seizure; (4) Preliminary Order Sealing Record, entered June 4, 1999; (5) Order
regarding computer inspection and directing defendant to provide affidavit, privilege log and
Plaintiffs’ Property, entered June 4, 1999 (“June 4 Order”); (6) Order regarding CPLR 71 12'
Examination of Defendant, entere.:d June 10, 1999 (“June 10 Order™); (7) Olfdef Sealing Record,
entered July 9, 1999; and it is further

CONCLUDED as a matter of law that; (1) defendant violated the TRO by using
and disclosing Plaintiffs’ Property to the Wall Street Jourpal after entry of the TRO. This is
based on the Affidavit of Donna DeCarolis and defendant’s inability to recall at the deposition
what he discussed with the Wal] Sitreet Journal and when, (2) defendant violated the‘February 17
@er, as defendant’s own affidavit acknowledges that he went beyond the scope of the proxy
statement, dated Decemb;:r 31, 1998, at the February 1999 Annual Stockholders Meeting; (3)
defendant violated the TRO and Order of Seizure by using Plaintiffs’ Property in memoranda
addressed to plaintiffs’ directors, specifically those memoranda dated March 24, 1999, June 20,

1999, September 13, 1999, December 5, 1999, December 14, 1999 and February 14, 2000; (4)
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defendant violated the TRO and Order of Seizure by intentionally deleting records by his own
admission and failing to timely surrender documents or timely submit a complete log of
.documents; (5) defenc}ant violared the TRO, Order of Seizure, and Order Sealing Records by
using and disclosing Plla'aintiffs’ Property at the February 2000 Annual Stockholders Meeting; (6)
defenciant violated the TRO, Order of Seizure, and June 4 Order !)y intentionally overwriting the
Unicom letter and attempting 1o conceal it from plaintiffs; (7) defendant violated the TRO and
Order of Seizure by submitting his June 1999 letter to the SEC. Defendant knew he was acting
in violation of the TRO, but beli.c\;ed his conduct was justified or required by law or disciplinary
rules. However, defendant could have sought gx parte permission from Justice Sconiers'to use
Plaintiffs’ Property for this purpose, but failed to do so. This violation was willful; (8) defendant
violated the TRO, Order of Seizure, the June 4 Order, and the June 10 Order by concealing the
June 1999 SEC letter from plaintiffs intentionally and willfully; (9) defendant violated the TRO
and Order of Seizure by discussing the content of his SEC letters with the media; (10} the Court
,ﬁ'nds defendant viqlated the TRO, Order of Seizure, and Preliminary Order Sealing Record by
disclosing Plaintiffs’ Property through filing the Federal Court Complaint pro _S_e,, and not serving
plaintiffs for a significant period of time. The Federal Court action was commenced merely to
disseminate sealed information, which is demonstrated by defendant’s failure to request, even in
camera, permission from the State Court to file the Complaint, and by disclosing the filing to
non-parties; (11) dcfen&nt violated the TRO, Order of Seizure, June 4 Order, and June 10 Order
by delivering material to the Buffalo News anci the New York Times and testifying falsely and
evasively when questioned; (12) defendant violated the Order of Seizure, June 4 Order, and June

10 Order by }eaVing the state without seeking Court permission or plaintiffs’ consent to delay the
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Court-ordered examination. Ju:stipc Sconiers stated that his actions were non-compliant. His
medical explanation was not offered until he failed to appear at the scheduled dates; and (13)
defendant violated thc_ TRO and Order of Seizure by using and refusing to surrender Plaintiffs’
Property and the 1995 elmployet: telephone book; and it is further
ORDERED that partial summary judgment is granted on the two causes of action

for conversion stated in the Complaint in that the liability of defendant to plaintiffs for
conversion is established as a matter of law and a Permanent Injunction shall issue; and it is
further |

. ORDERED that plaintiffs have submitted an application for an award of their
costs and reasonable attorneys’ fees and expenses incurred as a result of defendant’s refusal to
surrender all items of Plaintiffs’ Property, delays, dilatory and contumacious conduct, violations
of the Cowrt’s Orders, and contempt of the Court’s Orders, and plaintiffs’ motions herein and fee
application; and it is further

ORDERED that defendant is permanently enjoined and restrained from

disclosing, using for his own benefit or the benefit of others, destroying or otherwise disposing
of, reproducing, copying, extracring or compiling information from any and all records,
documents and confidential or secret information, including but not limited to memoranda,
reports, legal files, personnel records, executive compensation files, drafts, summaries, telephone
logs, notes, computerized records, diskettes and writings of any kind, or copies thereof, or
handwritten or typed notes or compilations therefrom, pertalmng to plaintiffs, their directors,
officers, employees and businesses, that were obtained by, prepared by, or became lgnovm to

defendant as a result of his employment by plaintiffs or his internal and external compjaints
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* (defined as “Plaintiffs’ Property”), except those items which are specifically identified in

Headings I and II to the Appendix (Ex. D) annexed to this Or&a (defined as “Other Items™) that
are also publicly-available and acquired by defendant in his role as a shareholder or rate-payer;
and it is further |
| ORDERED that dufendant is directed to surrender to plaintiffs within 15 days of

entry and service of this Order any and all items of, or containing, Plaintiffs’ Property that
remain in his, or his counsel’s, possession or control, except the Other Items; and it is further

ORDERED that certain Other Items which defendant asserts are his property,
attorney work product, attorney-client communications, or material prepared in anticipation of
litigation, includ'uig all copies thereof, or handwritten or typed notes or compilations therefrom
(Appendix, Heading I, shall be surrendered to defendant’s counse] and secured in the sole
possession of defendant’s counsel, under seal, without access by dcfendaqt or any other person or
entity. The only exception to the preceding sentence shall be that defendant may have access to
the Other Items referenced in this paragraph only to the extent that defendant’s access complies
with D.R. 4-101, the Permanent Injunction and the Order Sealing Record. All Other Items
referenced in this paragraph (including existing copies, handwritten or typed notes, and
compilations) are subject to the Permanent Injunction. This paragraph is without waiver by
plaintiffs or determination by this Court that the Other Items referenced in this paragraph are
subject to any privilege or protection asserted by defendant; and it further

ORDERED that those items listed in the Appendix (Heading III) shall be secured
in the possessiomrof plaintiffs’ counsel, under seal, without further access by plaintiffs or any

other person or entity. Plaintiffs’ counsel shall provide legible copies of these documents to

I B I
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defendant’s counsel within 15 days of entry and service of this Order, and the copies shall be
deemed the Other Items referenced in the preceding paragraph; and it is further

ORDERED that, until further Order of this Court, plaintiffs’ counsel and
defendant’s counsel sh;ll each preserve and maintain in their possession all items subject to this
Order (all of which shall be Batzs numbered), along with an index or log identifying all of these
itemns, with such index also provided to opposing counsel; and it is further

ORDERED that Mot:ons III and IV are otherwise denied without prejudjcc
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(82 NYS2d 6821

In the Matter of Curris W. Leg, an Attorney, Respondent.
Grievance Commrrtee or THE EichtH JubpiciaL DisTrICT,
Petitioner.

Fourth Depariment, July 7, 2006

SUMMARY

Discreumvary Proceepmigs instituted by the Grievance Com-
mittee of the Eighth Judicial District. Respondent was admitted
to the bar on Febnuary 18, 1981 at a term of the Appellate Divi-
sion of the Supreme Court in the Fourth Judicial Department.

HEADNOTE

Attorpey and Client — Disclplinary Proceedings

Raspondent attorney, who diaclosed to news media, directors and officers of
various governmantal agencies and law enforcement agencies certain
confidences and secrety learned during the course of his employment in viola.
tion of court orders. cbiained by his former employer, and continued to make
disclosures of confidestial information, resulting in an order of Bupreme
Court holding respondcnt in civil and criminsal contempt, was guilty of profes-
sional misconduct (Cude of Professional Responsibility DR 4-101 (b] [22
NYCRR 1200.19 (b)]; DR 7-106 {a] {22 NYCKR 1200.27 (e))). Under the total-
ity of circumstances, including that respondent was in failing health and
retired from the practice of law, that the improper disclogures by respondont
ocourred in the context of elvil litigation cormmenced by his former em, r
in which be was 2 pro e litigant, that be had a sincere, although mis R
belief that the disclosires were necessary and appropriste, and that be al-
ready Incurred fines und sanctions in excess of $500,000, respondent waa

RESEARCH REFERENCES
By the Publizher's Editerial Soaff

Am Jur 2d, Attorneys at Law 8% 45, 56, 114, 137.
CarMony-Warr 24, Officers of Court 8 3:248, 8:277, 8:278,
3:280, 3:328, 3:830.
22 NYCRR 1200.19 (b); 1200.37 (a).
NY Jur 2d, Attorneys at Law §§ 154, 155, 328, 400, 408,
405,
ANNOTATION REFERENCE
Beo ALR Index under Attoroey or Assistance of Attorney;
Contempt; Diacipline and Disciplinary Actions.

FIND SIMILAR CASES ON WESTLAW®
Datnbage: N1-ORCS




MATTER OF LEE {32 AD3d 74) 75

Query: censured & contempt /p disclos! & mitigat!

APPEARANCES OF COUNSEL

Andrea E, Tomaino, Associate Coungsel, Seventh Judicial
District Grievance Comm:ittee, Rochester, for petitioner.

W Ross Scott. Andover, for respondent.

OPINION OF THE COURT
Per Curiam.

Respondent was admitled to the practice of law by this Court
on February 18, 1981, and was formerly employed as a stafl at-
torney fo. National Fuel Gas Company (NFG). The Grievance
Committee filed an amended petition charging respondent with
acts of misconduct, including engaging in illegal conduct, aris-
ing from his conduct as & pro se litigant in an action commenced
againgt him by NFG. Respondent filed an answer admitting the
factual allegations of the petition.

Respondent has admitted that, following the termination of
his employment with NFG and in violation of court orders
obtained by NFG, he disclosed to news media, directors and offi-
cers of various governinentul agencies and law enforcement
agencies certain confidences and aecrets Jearned during the
course of his employment. He has further admitted that,
notwithstanding an order of Supreme Court holding him in civil
contempt of court for those improper disclosures, he continued
to make disclosures of confidential information of NFG, result-
ing in an order of Supreme Court holding respondent in civil
and crimina! contempt. In the two contempt proceedings,
Supreme Court found that respondent had violated prior court
orders a total of 83 times; the findings of civil and eriminal
contemnpt were upheld on appeal by this Court (Data-Track Ac-
count Servs., Inc. v Lee, 17 AD3d 1115 [2005), lv dismissed 5
NY3d 849 [2005]); Data-Track Account Servs. v Lee, 201 AD2d
827 (20021, lv dismissed 98 NY2d 727 (2002}, rearg denied 99
NYz2d 532 (2002)).

We conclude that respondent violated the following Disciplin-
ary Rules of the Code ol Professional Responsibility:

DR 1-102 (a} (3} (22 NYCRR 1200.3 [a]} [3])—engaging in ille- -

_gal conduct that adversely reflects on his honesty, trustworthi-
ness or fitness as a lawyer;

DR 1-102 (a) (6) (22 NYCRR 1200.3 [a] {5))—engaging in
conduct that is prejudicial to the administration of justice;
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DR 1-102 (&) (7) (22 NYCRR 1200.3 [al (7])—engaging in
conduct that adversely reflects on his fitness as a lawyer;

DR 4-101 (b) (1) {22 NYCRR 1200.19 |b) 1 —knowingly
revealing a confidenca or secret of a client;

DR 4-101 (b) (2) (22 NYCRR 1200.19 (b] [2])—knowingly us-
ing 4 confidence or secrel of a client to the disadventage of the
client; and

DR 7-106 (a) (22 NYCRR 1200.37 [u])—disregarding a ruling
of a tribunal made in the course of a proceeding.

We have considered the mitigating factors submitted by re-
spondent, inchuding that he is in failing health and that he has
retired from the practice of law. Additionally, we have considered
that the improper disclosures by respondent occurred in the
context of civil litigation commenced hy his former employer in
which he was a pro se litigant. Finslly, we note that respondent
had u sincere, although misguided, belief that the disclosures
were necessary and appropriate, and he has already incurred
fines ond sanctions in excess of $500,000. Accordingly, after
consideration of all of the factors in this matter, we conclude
that respondent should be censured.

Pworr, Jr., PJ., HuaLourt, Kenoe, MarTocHE and SMmiTH,
dd., concur.

Order of censure entered.
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NATIONAL FUEL GAS COMPANY
8363 MAIN STREET
WILLLAMSVILLE, NEW YORK 14221

January 12, 2007

Dear Stockholder:

We are pleased to invite you to join us at the Annual Meeting of Stockholders of National Fuel Gas
Company. The meeting will be held at 10:00 A.M. local time on Thursday, February 15, 2007, at The Lodges
at Deer Valley, 2800 Deer Valley Drive East, Park City, Utah 84060. The matters on the agenda for the
meeting are outlined in the enclosed Notice of Meeting and Proxy Statement.

So that you may elect Company directors and secure the representation of your interests at the Annual
Meeting, we urge you to vole your shares. The preferred method of voling is by telephone as described on
the proxy card. This method is both convenient for you and reduces the expense of soliciting proxies for
the Company. If you prefer not to vote by telephone, please complete, sign and date your proxy card and
mail it in the envelope provided. The Proxies are committed by law to vote your proxy as you designate,

If you plan to be present al the Annual Meeting, please respond to the question if you vote by
telephone, or check the "WILL ATTEND MEETING" box on the proxy card. Whether or not you plan to
attend, please vote your shares by telephone or complete, sign, date and promptly return your proxy card
so that your vote may be counted. i you do attend and wish to vote in person, you can revoke your proxy
by giving written notice to the Sccretary of the meeting and/or the Trustee (as described on the first page of
this proxy statement), and/or by casting your ballot at the meeting,

Coffee will be served at 8:30 A M. and I look forward to meeting with you at that time,
Please review the proxy stalement and take advantage of your right to vote.

Sincerely yours,

Philip C. Ackerman
Chairman of the Board of Directors,
and Chicf Executine Officer




NATIONAL FUEL GAS COMPANY
6363 MAIN STREET
WILLIAMSVILLE, NEW YORK 14221

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
to be held on February 15, 2007
To the Stockholders of National Fuel Gas Company:

Notice is hereby given that the Annua) Meeting of Stockholders of National Fuel Gas Company will be
held at 10:00 A.M. local time on Thursday, February 16, 2007, at The Lodges at Deer Valley, 2900 Deer Valley
Drive East, Park City, Utah 84060. At the meeting, action will be taken with respect to:

(1) the election of directors;

(2) the appointment of an independent registered public accounting firm;
(3) the approval of the Annual At Risk Compensation Incentive Programy;
(4) the approval of amendments to the 1987 Award and Option Plan;

(5) the adoption of, if presented at the meeting, a shareholder proposal which the Board of
Directors OPPOSES; -

and such other business s may properly come before the meeting or any adjournment thereof.

Stockholders of record at the close of business on December 18, 2006, will be entitled to vote at the
meeting.

By QroER OF THE BoARD OF DIRECTORS

ANNA Marie CELLING
Secretary

January 12, 2007

YOUR VOTE IS IMPORTANT

Whether or not you plan to attend the meeting, and what-
ever the number of shares you own, please vote your
shares by telephone as described on the proxy/voting
instruction card and reduce National Fuel Gas Company's
expense in soliciting proxles. Alternatively, you may com-
plete, sign, date and promptly return the enclosed proxy/
voting instruction card. Please use the accompanying enve-
lope, which requires no postage If malled in the United
States.




NATIONAL FUEL GAS COMPANY
6363 MAIN STREET
WILLIAMSVILLE, NEW YORK 14221

PROXY STATEMENT

This proxy statement is furrished to the holders of National Fuel Gas Company (“Company™) common
stock (*Common Stock™) in connection with the solicitation of proxies on behalf of the Board of Directors of the
Company for use at the Annual Meeting of Stockholders to be held on February 15, 2007, or any adjournment
thereof, This proxy statement and the accompanying proxy/voting instruction card are first being mailed to
stockholders on or about January 12, 2007.

All costs of soliciting proxies will be bome by the Company. Morrow & Co., Inc., 446 Park Avenue, New
York, New York 10022, has been retained to assist in the sclicitation of proxies by mail, telephone, and electronic
commumication and will be compensated in the estimated amount of $5,600 ptus reasonable out-of-pocket
expenses. Approximately six (6) employees from Morrow & Co., Inc. will assist in the solicitation of proxies.

Only stockholders of record at the close of business on December 18, 2006, will be cligible to vote at this
meeting or any adjournment thereof. As of that date, 82,482,190 shares of Common Stock were issued and
outstanding. The holders of 41,241,096 shares will constitute a quorum at the meeting.

Each share of Common Stock entitles the holder thereof to one vote with respect to each matter that is
subject to a vote at the meeting. All shares that are represented by effective proxies received by the Company in
time to be voted will be voted at the meeting or any adjournment thereof. Where stockholders direct how their
votes shall be cast, shares will be voted in accordance with such directions. Proxies submitted with abstentions
and broker non-votes will be included in determining whether or not a quorum is prescnt. Abstentions and
broker non-votes will not be counted in tabulating the number of votes cast on proposals submitted to
stockholders and therefore will have no effect on the outcome of the votes.

The proxy also confers discretionary authority to vote on all matters that may properly come before the
Annual Meeting of Stockholders, or any adjoumment thereof, respecting (i) matters of which the Company did
not have timely notice but that may be presented at the meeting; (i) approval of the minutes of the prior meeting;
(iii) the election of any person as a director if a nominee is unabie to serve or for good cause will not serve;
(iv) any shareholder proposal omitted from this proxy statement pursuant to Rule 14a-8 or 14a9 of the
Securities and Exchange Commission’s proxy rules, and (v) all matters incident to the conduct of the meeting,

Any stockholder giving a proxy may revoke it at any time prior to the voling thereof by mailing a revocation
or a subsequent proxy to Anna Marie Cellino at the above address, by filing written revocation at the meeting
with Mrs. Cellino, secrctary of the meeting, or by casting a hallot.

If you are a participant in the Company's Employee Stock Ownership Plan or Tax-Deferred Savings Plans,
and the accounts are registered in the same name, the proxy card will also serve as a voting instruction for the
Trustee of those Plans. All shares of Company Stock for which the Trustee has not received timely directions
shall be voted by the Trustee in the same proportion as the shares of Company Stock for which the Trustee
received timely directions, except in the case where 10 do so would be inconsistent with the provisions of Title 1
of ERISA. If the proxy/voter instruction card is retumed signed but without directions marked for one or more
items, regarding the unmarked items you are instructing the Trustee and the Proxies to vote FOR items 1, 2,3
and 4 and vote AGAINST item 6. Paricipants in the Plan(s) may also provide these voting instructions by
telephone. Those instructions may be revoked by written notice to Vanguard Fiduciary Trust Company, Trusiee
for the Company’s Tax-Deferred Savings Plans and the Employee Stock Ownership Pian, on or before Feb-
ruary 12, 2007 at the following address:

National Fuel Gas Company
¢/o The Bank of New York
P.O. Box 11107
New York, NY 10203-0107

Enclosed is a copy of the Company’s Annual Report and Form 10-K for the fiscal year ended September 30,
2006, which includes financial statements. The Company will furnish any exhibit to the Form 10-K upon request
to the Secretary at the Company's principal office, and upon payment of $6 per exhibit.




1. ELECTION OF DIRECTORS

Five directors are to be elected at this Annual Meeting. The nominees for the five directorships are:
Fhilip C. Ackerman, Stephen E. Ewing, Craig G. Matthews, Richard G. Reiten and David F. Smith.
Messrs. Ackerman, Matthews and Reiten are all currently directors of the Company.

The Company’s Certificate of Incorporation provides that the Board of Directors shall be divided into
three classes, and that these three classes shall be as nearly equal in number as possible. (A class of
directors is the group of directors whose terms expire at the same annual meeting of stockholders.)
Accordingly, Messrs. Ackerman, Mathews, Reiten and Smith have been nominated for terms of three years,
and Mr. Ewing has been nominzted for a term of two years.

It is intended that the Proxies will vote for the election of Messrs. Ackerman, Ewing, Matthews, Reiten
and Smith as directors, unless they are otherwise directed by the stockholders. Although the Board of
Directors has no reason to believe that any of the nominees will be unavailable for election or service,
stockholders’ proxies confer discretionary authority upon the Proxies to vote for the election of another
nominee for director in the event any nominee is unablc to serve or for good cause will not serve.
Messrs. Ackerman, Ewing, Matthews, Reiten and Smith have consented to being named in Lhis proxy
stalement and to serve if elected.

The affirmative vote of a plurality of the votes cast by the holders of shares of Common Stock entitled
to vote is required to elect each of the nominees for director.

Pages 3 through b contain information concerning the five nominees for directar, as well as the five
directors of the Company whosz2 current terms will continue after the 2007 Annual Meeting, including
information with respect to their principal occupations and certain other positions held by them,

Last year all directors attended the Annual Meeting of Stockholders, and they are expected to do so
this year. A mecting of the Board of Directors will take place on the same day and at the same place as the
Annual Meeling of Stockholders Lhis year (and probably future years), and directors are expected to attend
all meetings. If a director is unable Lo attend a Board meeling in person, participation by telephone is
penitled, and in that event the director may nol be physically present at the Annual Meeting of
Stoclkholders. -




The Board of Directors Recommends a Vote FOR the Election of
Messrs. Ackerman, Matthews, Relten, Smith and Ewing

Name and Year
Became s Director
of the Company

Philip C. Ackerman ........
1994

Craig G. Matthews . ........
2005

Richard G. Reiten. .........
2004

David F. Smith ............

(1) As of February 15, 2007

Age(1)

Principal Oecnpads;m

Nominees for Election as Directors
For Three-Year Terms to Expire in 2010

Chiel Executive Officer of the Company since October 2001.
Appointed as Chairman of the Board effective January 3, 2002.
President of the Company from July 1999 until February 2006.
Senior Vice President of the Company from June 1989 until July
1999 and Vice President from 1880 to June 1989. President of
Nationa! Fuel Gas Distribution Corporation (2) from October
1995 unti! July 1999 and Executive Vice President from June
1989 to October 1995, Executive Vice President of National Fuel
Gas Supply Corporation (2) from October 1894 to March 2002.
President of Seneca Resources Corparation (2) from June 1989
to October 1996. President of Horizon Energy Development, Inc.
(2) since September 1995 and certain other non-regulated
subsidiaries of the Company since prior to 1852,

Former President, CEQ and Director of NUI Corporation, a
diversified energy company acquired by AGL Resources Inc.
on November 30, 2004, from February 2004 until December 2004,
Former Vice Chairman and Chief Operating Officer and Director
of KeySpan Corporation (previously Brooldyn Union Gas Co.)
until March 2002. Director of Hess Corporation (formerly
Amerada Hess Corporation) since 2002, Chalrman of the
Board of Trustees, Polytechnic University, and Director since
1896,

Chairman from September 2000 through February 2005 and
Director since March 1996 of Northwest Natural Gas
Company, a natural gas local distribution company
headquartered in Portland, Oregon. Chief Executive Officer of
Northwest Natural Gas Company from January 1897 until
December 2002 and President from January 1996 through May
2001. Director of BlueCross BlueShield of Oregon and The
Regence Group since 1995. Director of Associated Electric
and Gas Insurance Services Limited since 1897. Director of
US Bancorp since 1998, Building Materials Holding Corp.
since 2601 and IDACORP Inc. since January 20{4.

President and Chief Operating Officer of the Company since
February 2006, Vice President from April 2005 untit February
2006. President of National Fue] Gas Supply Corporation (2)
since April 2005, Senior Vice President from June 2000 unt)
April 2005, President of National Fuel Gas Distribution
Corporation (2) from July 1989 to April 2005, Senior Vice
President from January 1993 until July 1999. Alse president of
Empire State Pipeline (2) and various non-regulated subsidiaries
of the Company.

(2) Wholly-owned subsidiary of the Company.




Name and Year

Became a Director
of the Company Age(l) Principal Ocenpation
Nominee for Election as Director
For a8 Two-Year Term to Expire in 2009
Stephen E. Ewing.......... 62  Vice Chairman of DTE Energy, a Detroit-based diversified

energy company involved in the development and
management of energy-related businesses and scrvices
nationwtde, from November 1, 2005 unti)l December 31, 2006.
Group President, Gas Division, DTE Energy from June 1, 2001
unlil November 1, 2005. Former president and chief operating
officer of MCN Energy Group, Inc. Former president and chief
executive officer of Michigan Consolidated Gas Co. {MichCon),
anatura) gas utility. MichCon is a principal operating subsidiary
of DTE Energy as a result of the 2001 merger of DTE Energy and
MCN Energy Group, Inc. Chairman of the Board of Directors of
the American Gas Association for 2006 and past chairman of the
Midwest Gas Association and the Natural Gas Vehicle Coalition.

Name and Year
Became a Director
of the Company Age(1) Principal Occnpation

Directors Whose Terms Expire in 2009

R DonCash.,............. 64 Chairman Emeritus since May 2003, and Board Direcior since
2003 May 1978, of Questar Corporation {(Questar), an integrated
natural gas company headquartered in Salt Lake City, Utah.

Chairman of Questar from May 1985 w0 May 2003. Chief

Executive Officer of Questar from May 1984 to May 2002 and

President of Questar from May 1984 to February 1, 2001.

Director of Zions Bancorporation since 1982 and Associated

Electric and Gas Insurance Services Limited since 1993. Director

of Texas Tech University Foundation since November 2002 and

TODCO (The Offshore Drilling Company) since May 200d.

Former trustee, until September 2002, of the Salt Lake

Organizing Committee for the Olympic Winter Games of 2002.

George L. Mazanec. ........ 70  Former Vice Chairman, from 1889 untl October 1996, of
1996 PanEnergy Corporation, Houston, Texas, a diversified energy
company (now part of Duke Energy Corporation). Advisor to the
Chief Operating Officer of Duke Energy Corporation. from
August 1997 to 2000. Director of TEPPCO, LP from 1892 to
1997, Dircctor of Northemm Border Pipeline Company
Partnership from 1993 to 1998 and Director of Wesicoast
Energy Inc. from 1998 to 2002. Director of Dynegy Inc. since
May 2004. Director of the Northemn Trust Bank of Texas, NA and
Associated Electric and Gas Insurance Services Limited. Former
Chairman of the Management Committee of Maritimes &
Northeast Pipeline, L.L.C. Member of the Board of Trustees of
DePauw University since 1986.

(1) As of February 15, 2007.




Name and Year

Became a Director
of the Company A_‘(!l_) Principal Ocenpation
Directors Whose Terms Expire in 2008
Robert T. Brady ........... 66  Chairman of Moog Inc., a manufacturer of motion control
1995 systems and components, since February 1996, President and
Chief Executive Officer of Moog Inc. since 1988 and Board
member since 1981. Director of Astronics Corporation, M&T
Bank Corporation and Seneca Foods Corporalion. Director of
Acme Electric Corporation from 1889 to November 2001.
Rolland E. Kidder.......... 66  Executive Director of the Robert H. Jackson Center, Inc. in
2002 Jamestown, New York since 2002. Former Chairman and
President of Kidder Exploration, Inc., an independent
Appalachian oil and gas company, from 1884 to 1994. An
elecied member of the New York State Assembly from 1976
to 1982, Trustee of the New York Power Authority from 1983 to
1993. On the Dean’s Advisory Council of the University at
Buffalo School of Law from 1896 to 2001. From 1994 until
2001, Vice President and investment advisor for PB. Sullivan &
Co,, Inc.
JohnF Riordan .. ......... 7t President and CEOQ from April 2000 to December 20056 of GTI
2000 (the Gas Technology Institute), a not-for-profit research and

educational institution, Des Plaines, [llinois. Vice Chairman of
KN Energy, Inc. from February 1998 to February 1998. President
and CEO of MIDCON Corporation from October 1988 to January
1998. Director of Nicor Inc. since 2001.

(1) As of February 15, 2007.

Director Independence

The Board of Directors has determined that directors Brady, Cash, Kidder, Matthews, Mazance, Reiten
and Riordan are independent, and that Mr, Ackerman, Chairman and Chief Executive Officer of the
Company, is not. The Board’s determinations of director independence were made in accordance with the
Director Independence Guidelines adopted by the Board and included in this Proxy Statement as
Appendix A. Generally, Appendix A provides that, in order for a director to be considered independent,
the Board must affirmatively deternine that the director has no direct or indirect material relationship
with the Company or any subsidiary, after consideration of all relevant facts and circumstances not merely
from the standpoint of the directlor, but also from that of persons or enlities with which the director has an
affiliation. Specifically, Appendix A sets out seven specific circumstances in which a director will not be
considered independent, and three categorical types of commercial or charitable relationships that will
not be considered material relationships for purposes of determining whether a director is independent
Appendix A also sets out four types of independence-related disclosures the Company will continue to
make. The Board is not aware of any circumstance that would prevent the Board from determining, after
his election, that Mr. Ewing is independent. Mr. Smith, as President and Chief Operating Officer of the
Company, would not be independen:.

Non-management directors meel. at regularly scheduled executive sessions without management. The
sessions are chaired by Robert T. Brady. Communications Lo Mr, Brady, Lo the non-management directors
as a group, or to the entire Board, should be addressed as follows: Robert T. Brady, Moog, Inc., P.O. Box 18,
East Aurora, New York 14052, ¥or the present, all shareholder communications addressed in that manner
will go directly to the indicated directors. If the volume of communication becomes such that the Board
adopts a process for determining which communications will be relayed to Board members, that process
will appear on the Company’s websiie at www.nationalfuelgas.com.
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Mectings of the Board of Directors and Standing Committees

During the Company's fiscal year ended September 30, 2006 (“fiscal 2006"), therc were six meetings of
the Board of Directors and one additional meeting that was a strategic planning session. In addition,
cerlain directors attended meetings of standing or pro tempore committees. The Audit Commitiee held
nine meetings, the Compensation Committee held six meetings, the Executlive Committee did not have any
meetings, and the Nominating/Corporate Govermmance Committee held three nteetings. During fiscal 20086,
all incumbent directors attended at least 756% of the aggregate of meetings of the Board and of the
committees of the Board on which they served, except for Robert T. Brady, who attended 73.3% of the
meetings.

The table below shows the number of meetings conducted in fiscal 2006 and the Directors who
currently serve on these committ2es.

BOARD COMMITTEES

Nominating/

DIRECTOR Audit Corporate Governance Compensatdon Executlve
Philip C. Ackerman ................ X (Chair)
Robert T.Brady ................... X (Chair) X X
RDonCash...................... X X X
Rolland E. Kidder ................. X
Craig G. Matthews. . ............... X (Chair)
George L. Mazanec ................ X X (Chair) X
Richard G. Reiten ................. X X
JohnF Riordan................... X X X
Fiscal 2006 Meetings. .. ............ 9 3 6 0

Audit

The Audit Comunittee is a separately-designated standing audit committee established in accordance
with section 3(a)(58)(A) of the Securities Exchange Act of 1934, The Audit Committee held nine meetings
during fiscal 2006 in order to revicw the scope and results of the annual andit, to receive reports of the
Company’s independent registerert public accounting firm and chief intemal aunditor, and to prepare a
repori of the commitiee’s findings and recommendations to the Board of Directors, The members of the
commitiee are independent as independence for audit commitice members is defined in the New York
Stock Exchange's (NYSE) listing standards applicable to the Company, in Securities Exchange Commis-
sion (SEC) regulations, and in the Company’s Director Independence Guidelines. No Audit Committee
member simultaneously serves on Audit Committees of more than three public companies. The Board
limits Audit Committees.on which an Audit Committee member serves to three, unless the Board has
determined that such simultaneous service would not impair the ability of such members to serve
effectively. The Company's Board 2f Directors has determined that the Company has at least two audit
committee financial experts (as defined by Securities and Exchange Commission (SEC) regulations)
serving on its Audit Committee, namely Messrs. Matthews and Mazanec.

In connection with its review of the Company's internal audit function, the Audit Committee in 2006
had a Quality Assessment perforined by a consulting firm that concluded that the Company’s Audit
Services Department conducts its audits in accordance with the Institute of Internal Auditors /ntemna-
tioread Standards for the Professivnal Practice of Internal Auditing (the Standards). Under the Standards,
external Quality Assessments should be conducted at least once every five years.

Further information relating to the Audit Cormmittee appears in this proxy statement under the
headings "Audit Fees” and “Audit Committee Report.” A current copy of the charter of the committee is
included in this Proxy Statement as Appendix B, and is also available to security holders on the Company's
website at www.nationalfuelgas.comn, and in print to stockholders who request a copy from the Company's
Secretary at its principal office.




Compensation

The Compensation Committee held six meetings during fiscal 2006 in order to review and delermine
the compensation of Company executive officers, to review reports and to award stock options and At
Risk Program awards. The members of the committee are independent as independence is defined in the
NYSE Listing Standards applicable to the Company, SEC regulations, and in the Company's Director
Independence Guidelines. The committee also administers the Company’s 1993 Award and Option Plan,
1997 Award and Option Plan, Annual At Risk Compensation Incentive Program, and the National Fuel Gas
Company Performance Incentive Program. A current copy of the charter of the committee is available to
security holders on the Company's websile al www.nationalfuclgas.com and is available in print to
stockholders who request a copy from the Company’s Secretlary at its principal office.

Erecutive

There were no meetings of the Executive Committee during fiscal 2006. The committee has and may
exercise the authority of the full Board except as prohibited by New Jersey corporate law
(NJ.S.A§14A:6-9).

Nominating/Corporate Governance

All the members of the Nominating/Corporate Governance Committee are independent, as indepen-
dence for nominating committee members is defined in the NYSE listing standards applicable to the
Company, SEC regulations, and in the Company's Director Independence Guidelines, The committee
makes recommendations to the fult Board on nominees for the position of director. The committee also
has duties regarding corporate governance matters as required by law, regulation or NYSE rules. Stock-
holders may recommend individuals to the committee to consider as potential nominees. Mr. Ewing was
originally proposed as a nominee by Mr. Ackerman, the Company’s Chief Executive Officer, and was
recommended by several non-maniagement directors.

The committee’s charter provides for the committee to develop and recommend to the Board criteria
for selecting new director nominees and evauating unsolicited nominations, which are included in this
proxy statement as part of the Company’s Corporate Governance Guidelines (included in this proxy
statement as Appendix C, available to security holders on the Companys wcbsite at
www.nationalfuelgas.com, and available in print o stockholders who request a copy from the Company's
Secretary at its principal office). A current copy uf the charter of the commitiee is available to security
holders on the Company's website at www.nationalfuelgas.com and is available in print to stockholders
who request a copy from the Company’s Secretary at its principal office. Appendix C also addresses the
qualifications and skills the committee believes necessary for a director, and the committee's consider-
ation of shareholder recomumendations for director. Shareholder recommendations identifying a proposed
nominee and setting out his or her qualifications should be delivered to the Company's Secretary at ils
principal office no later than September 10, 2007 to be eligible for consideration for the February 2008
Annual Meeting of Stockholders.

Charitable Contributions by Company

Within the preceding three years, the Company did not make any contributions to any charitable
organization in which a director served as executive officer which exceeded the greater of $1 million or 2%
of the charitable organization's consolidated gross revenues,

Compensation Committee Interlocks and Inslder Participation
There are no “Compensation Committee interlocks” or “insider participation” which SEC regulations
or NYSE listing standards require to be disclosed in this proxy statement

Code of Business Conduct and Ethics

The Companys Code of Business Conduct and Ethics is avaitable on the Company's website at
www.nationalfuelgas.com and is available in print to stockholders who request it from the Company's
Secretary at its principal office.




Related Party Transaction

In July of 1999, more than three years before the September 2002 election of Mr. Roliand Kidder to the
Company’s Board of Directors, his son Mr. Jonathan Kidder was hired by a subsidiary of the Company.
Mr. Jonathan Kidder accepted a non-executive supervisory position as an Associate Programmer in the
Information Services Department and was promoted twice before his father joined the Board. He is a
married adult who does not reside in his father’s household, and a graduate of Miami University in Ohio
with a Bachelor of Science Degree in Business with a dual major in General Business and Management
Information Systems. His curreni. position is as a Systems Analyst

In fiscal 2006, the value of total compensation to Mr. Jonathan Kidder (base salary, bonus and
estimated value of benefits) cxceeded $60,000, but was less than $100,000. This makes his continued
employment a related party transiction for purposes of SEC disclosure requirements. Mr. Rolland Kidder
is an independent director for all purposes under applicable NYSE and SEC rules, and also under the
Company’s Director Independence Guidelines included in this proxy statement as Appendix A.

Directors’ Compensation

The Retainer Policy for Non-Employee Direclors (the “Retainer Policy™), which replaced both the
Board's preexisting retainer policy and the Retirement Plan for Non-Employee Directors (the “Directors’
Retirement Plan™), was approved at the 1997 Annual Meeting of Stockholders. Directors who are not
Company employees or retired emiployees de not participate in any of the Company’s employce benefit or
compensation plans. Directors who are current employees receive no compensation for serving as
directors. Only non-employee directors (including relired employee directors, if there were any) are
covered by the Retainer Policy, under which directors are paid in money plus an amount of comumon stock
adjusted from time to time,

In fiscal 2006, pursuant to the current Retainer Policy, non-employee directors were cach paid an
annual retainer of $26,000 and 1,200 shares of Coramon Stock. Common Stock issued to non-employee
directors under the Retainer Policy is nontransferable until the later of two years from issuance or six
months afier the recipient's cessation of service as a director of the Company.

Non-employee directors were each paid a fee of $1,800 for each Board meeting and $1,800 for each
Committee meeting attended in person or by telephone. Non-employee directors were each paid an
additional annual retainer fee of $7,600 if appointed as Chairman of any committee; accordingly,
Messrs. Brady, Matthews and Mazanec each received an additional annual retainer fee of $7,500 during
fiscal 2006.

Benefit accruals under the Directors’ Retirement Plan ceased for each current non-employee director
on December 31, 1986. All such directors who were eligible vested in their Directors’ Retirement Plan
benefits at that time, and will receive their accrued Directors’ Retirement Plan benefits under its terms.
People who first become directors afler February 1997 are not eligible to receive benefits under the
Directors’ Retirement Plan. The Directors’ Retirement Plan pays an annual retirement benefit equal to 10%
of the annual retainer in effect on December 31, 1996 ($18,000/year) multiplied by the number of full years
of service prior to January 1, 1897, but not to exceed 100% of that annual retainer. The retirement benefit
would begin upon the later of the date of the director's retirement or the date the director turns age 70, and
continue until the earlier of the e:xpiration of ten years or the death of the director.

AUDIT FEES

In addition to retaining PricewaterhouseCoopers LLP o report upon the annual consolidated finan-
cial statements of the Company for 2006, the Company retained PricewaterhouseCoopers LLP to provide
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various non-audit services in 2006. The aggregate [ees billed for professional services by Pricewaterhou-
seCoopers LLP for cach of the last two years were as [ollows:

2005 2096

Audit Fees(l) ... ....covivririnrinecian s e aeana e, $1,048437 $1,213,003
Audit-Related Fees(2) .. ... .o ittt re e en s inrnaioneranrans $ 118320 § 4,848
Tax Fees

Tax adviceand planning(3) ... ......c ittt it s $§ 73469 §$& 5,500

Tax compliance(d) ... ... i i et $ §24800 $ 85049
Ly T o T ) $ 0 § 1500
PO AL .. i it i i it et e $1,365,016 $1,311,890

(1) Audit Fees include audits of consolidated financial statements and intemal control over financial
reporting, reviews of financial statements included in quarterly Forms 10-Q, comfort letters and
consents, and audits of certain of the Company’s wholly owned subsidiaries to meet statutory or
regulatory requirements.

(2) Audit-Related Fees include audits of certain of the Company’s wholly-owned subsidiaries not required
by statute or regulation, and consultations conceming technical financial accounting and reporting
standards and implementation of the Sarbanes-Oxley Act.

(3) Tax advice and planning inclutdes consultations on various federal, state and loreign tax matters.
(4) Tax compliance includes tax retum preparation and tax audit assisiance.

{B) Other Fees relate to permissible fees other than those described above and include the software
licensing fee for an accounting and financial reporting research tool.

The Audit Comumittee’s charter (included in the Proxy Statement as Appendix B and available on the
Company’s website at www.nationalfuelgas.com and in print to stockholders who request a copy from the
Company's Secretary at its principal office) includes its pre-approval policies and procedures. The
Company's Reporting Procedures for Accounting and Auditing Matters are included in this Proxy State-
ment as Appendix D.

For fiscal year 2006, none of the services provided by PricewaterhouseCoopers LLP were appraved by
the Audit Committee in reliance upon the “de minimus exception™ contained in Section 202 of the
Sarbanes-Oxley Act and codified in Section 10A(i)(1)(B) of the Securities Exchange Act of 1934 and in
17 CFR 210.2-01(c)(T)(i)(C).




AUDIT COMMITTEE REPORT

The Company's Board of Directors has adopted a writlen charter for the Audit Committee of the
Board of Directors, a copy of which is included in this Proxy Statement as Appendix B and is also available
on the Company's website at www.nationalfuelgas.com and in print to stockholders who request a copy
from the Company's Secretary at its principal office.

The Audit Committee has reviewed and discussed the Company's audited financial statements for
fisca) 2006 with management. The Audit Committee has also reviewed with management its evaluation of
the Company's internal control structure and procedures for financial reporting and reviewed manage-
ment’s assessment about the effectiveness of the Company’s internal controls and procedures, including
any significant deficiencies in such controls and procedures. The Audit Committee has discussed with the
independent auditors the matters required to be discussed by Statement on Auditing Standards No. 61,
Communication With Audit Committees (Codification of Statements on Auditing Standards, AU§380), as
modified or supplemented. The Audit Commitiee has received the written disclosures and the letter from
the independent auditors required by Independence Standards Board Standard No. 1, Independence
Discussions with Audit Commitiees, as modified or supplemented, and has discussed with the inde-
pendent auditors the independent auditor's independence. The Aundit Committee also has considered
whether the independent auditor's provision of non-audit services to the Company and its affiliates is
compatible with the independent auditor’s indcpendence.

Based on the review, discussions and considerations referred to in the preceding paragraph, the Audit
Committee recommended to the Board of Directors thal the audited financial stalements be included in
the Company’s Annual Report on Form 10-K (17 CFR 240.310} for the last fiscal year for filing with the SEC.

AUDIT COMMITTEE

Craig G. Marmiews, Chairman
R. Don Casp

Rowanp E. KippEr

Gerorce L. Mazanec

RicHarD G. RemEN
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SECURITY OWNERSIIIP OF CEETAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth for each current director, each nominee¢ for director, each of the
executive officers named in the Summary Compensation Table, and for all directors and officers as a
group, information concerning beneficial ownership of Common Stock which is the only class of Company
Stock outstanding. Unless otherwise stated, to the best of the Company's knowledge, each person has sole
voling and investment power with respect to the shares listed, including shares which the individual has
the right to acquire by exercising stock options but has nol done so. All informalion is as of November 30,
2006 except as otherwise indicated.

Name of Beneficial Exercisable Stock  Shares hetd sul:;l:l:;d o Bentricted Shares Otherwise Percent of
Owner Optians(1) in BSOP(2) Plan(3)  Btock(4) Beneficially Owned(§) Class($)
Philip C. Ackerman . ....... 2,015,312 21,417 16,304 26,328 464,634(T) %
James A Beck, ..oy ou . 0 306 4,989 0 36,351 *
Robert T. Brady . . ......... 0 0 0 0 10,200 .
RboCauh............. [H L] 0 0 B,E33(8) -
Stephen E.Ewing .. ....... 0 0 0 0 1,000(9) .
Rolland E. Kidder ......... 0 0 1] 0 23,600(10) .
Craig G. Matthews . . ... .... 1] 1] 4] 0 4,303 -
Grorge L. Mazanec, .. ... ... 0 0 0 0 11,000(11} »
John R Pustulka . ......... 205,000 3,666 12477 0 23,076 .
James D. Ramsdell. ., ...... 205,196 3813 10,788 0 38,124(12) b
Richard G. Reiten . ........ n [+ 0 0 3476 .
John F. Riordan. .......... 0 0 0 0 14,200 .
Dennis J. Seeley. . ....,.... 210,000 4,367 0 0 T8,087(13) *
David F. Smith. .. ......... 330,00 1,763 11,669 0 04,665 *
Ropald J. Tarski .......... 230,20 2,826 14,601 0 4637114} *
Directors and Officers as a

Group (19 individuals) . ... 3,669,713 39,348 99,382 26,328 639,066 6.54%

* Represents beneficial ownership of less than 1% of issued and outstanding Common Stock on
November 30, 2005,

(1) This colunn lists shares with respect to which each of the named individuals, and all current
directors and officers as a group (19 individuals), have the right to acquire beneficial ownership
within 60 days of November 30, 2006, through the exercise of stock options granted under the 1897
Award and Option Plan. Stock options, until exercised, have no voting power.

(2) This column lists shares held in the Company and Subsidiaries Employee Stock Ownership Plan
(“ESOP"). The bencficial owners of these shares have sole voling power with respect 10 shares held
in the ESOP, but do not have investment power respecting most of those shares until they are
distributed.

(3) This column lists shares held in the Company Tax-Deferred Savings Plan for Non-Union Employees
(“TDSP"), a 401(K) plan. The beneficial owners of these shares have sole voting power with respect to
shares held in the TDSP, but do not have investment power respecting most of those shares until they
are distributed.

(4) This column lists shares of restricted stock, certain restrictions on which had not lapsed as of
November 30, 2006. Owners of restricted stock have power to vote the shares, but have no investrment
power with respect 10 the shares until the restrictions lapse.

(5) This column includes shares held of record and any shares beneficially owned through a hank, broker
or other nominee.

(6) This column lists the sum of the individual’s {or individuals”) stock options and shares shown on this
table, expressed as a percent of the Company’s outstanding shares and that individual’s (or indi-
viduals") exercisable stock options at November 30, 2006.
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{7) Includes 1,000 shares held by Mr Ackerman’s wife in trust for her mother, as to which shares
Mr. Ackerman disclaims beneficial ownership, and 440 shares with respect to which Mr. Ackerman
shares voting and investment power with his wife.

(8) Includes 3,000 shares held by the Don Kay Clay Cash Foundation, a Utah not-for-profit corporation, of
which Mr. Cash, his wife, son and daughterin-law are directors. Mr. Cash disclaims beneficial
ownership of these shares.

(9 After he was nominated at the Board mecting in December 2006, Mr. Ewing purchased 1,000 shares of
Common Stock on December 27, 2006,

{10) Includes 11,600 shares ovmed by Mr. Kidder's wife, as to which Mr. Kidder shares voting and
investment power.

{11) Includes 600 shares owned by Mr. Mazanec's wife, as to which Mr. Mazanec shares voting and
investment power.

{12) Shares owned joinlly with Mr. Ramsdell’s wife, as lo which Mr. Ramsdell shares voting and invest-
meni power,

(13} Includes 40,674 shares owned by Mr. Seeley's wife and 16,622 shares jointly owned, as to which
Mr. Seeley shares voting and investment power,

(14) Includes G14 shares owned jointly with Mr. Tanksi's wife, as to which Mr. Tanski shares voting and
investment power.

As of Noverber 30, 2006, the Company knows of no one who beneficially owns in excess of 5% of the
Company's Common Stock, which is the only class of Company Stock outstanding, except as sel forth in
the table below.

Shares Held ss
‘Trustee for Company Shares Percent
Employee Benefit Otherwise of

Name and Address of Beneficial Owier Plans(1) Beneficlally Held  Clase(2)
Vanguard Fiduciary Trust Company., . ................. 6,405,885 1,628,195(3) B.78%
100 Vanguard Boulevard
Malvern, PA 19355
New Mountain Capital, LLC ............. ... ..... ¢ 6,802,014(4) 8.26%

787 Tth Avenue, 49th fluor
New York, NY 10041

(i) This column lists the shares held by Vanguard Fiduciary Trust Company in its capacity as trustee for
certain employee henefit plans. Vanguard Fiduciary Trust Company held 5,405,885 shares on behalf of
the plans as of November 30, 2006, all of which have been allocated to plan participants. The plan
trustee votes the shares allocated to participant accounts ay directed by thuse participants. Shares
held by the trusiee on behadf of the plans as Lo which participants have made no timely voting
directions are voled by the Tiuslee in the same proportion as the shares of Company Stock for which
the Trustee received timely directions, except in ihie case where to do so would be inconsistent with
provisions of Title I of ERISA. Vanguard Fiduciary Trust Company disclaims beneficial ownership of
all shares held in trust by the trustee that have been allocated to the individual aiccounts of participants
in the plans for which direciions have been received, pursuant to Rule 13d-4 under the Securities
Exchange Act of 1934.

(2) This column lists the sum of the shares shown on this table, expressed as a percent of the Company’s
outstanding shares at November 30, 2006.

(3) The Vanguard Group, which is afTiliated with Vanguard Fiduciary Trust Company, has sole invesunent
and voling discretion with respect to these shares of Company common stock, according to its
Form 13F for the period ended September 30, 2006,

(4) As reported on Schedule 13D {Amendiment No. 1), filed with the SEC on November 27, 2006, by New
Mountain Vantage GF, L.L.C.. a Delaware limited liability company (“Vantage GP"), New Mountain
Vantage, L.P, a Delaware limited partnership (“NMV™), New Mountain Vantage (California), L.P, a
Delaware limited partnership (“NMVC™), New Mountain Vantage (Texas), L.P., a Delaware limited
partnership (“NMVT™), New Mountain Vantage Advisers, L.L.C., a Delaware limited liability company
{*NMV Advisers™), New Mountain Vantage (Cayman) Ltd., a Cayman Istands exempt limited company
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(“NMV Offshore”™), New Mountain Vantage HoldCo Ltd., a Cayman Islands exempt limited company
(“NMV Offshore HoldCo™), Mr. Steven B. Klinsky (collectively, the *“NMV Entities™), NMV Special
Holdings, LLC, a Delaware limited liability company (“NMVSHT), and the California Public Employees’
Retirement Systeny, a unit of the Catifornia Stale and Consumer Services Agency charged with
oversight of the Public Employees’ Retirement Fund (“*CalPERS™), (NMV Entities, NMVSH and
CalPERS, collectively, the “Reporting Persons”™). NMV, NMVC, NMVT, NMV Offshore HoldCo, NMVSH
and CalPERS are referred to together as the “Purchasers,” and consider themselves a “group” for
purposes of Section 13{d) of the Securitics Exchange Act of 1934. The principal business address of
each of the Reporting Persons (other than NMV Qffshore, NMV Offshore HoldCo and CalPERS) is 787
Seventh Avenue, 48th Floor, New York, NY 10019, The principal business address of each of NMV
Offshore and NMV OfIshore HoldCo is ¢/o Walkers SPV Limited, PO Box 308GT, Walker House, Mary
Street, George Town, Grand Cayman, Cayman Islands. The principal business address of CalPERS is
Lincoln Plaza, 400 Q Street, Sacramento, CA 95814. The Reporting Persons stated that they have
entered into a joint fiting agreement, dated as of October 30, 2006. Each of the Reporting Persons is
responsible for the completeness and accuracy of the information concerning him or it contained in
the Schedule 13D, but is not responsible for the completeness and accuracy of the information
: conceming the others, except 1o the extent that he or it knnows or has reason to believe that such
| information is inaccurate.

EQUITY COMPENSATION PLAN INFORMATION
As of September 30, 2006 -

Nomber of securities
remalning svailable for
Namber of sccurities to be  Welghted-average exercise future lssnance under
Issucd opon excreisc of price of ontstanding equity compensation plana
outstanding options, options, warrants and (excluding securities
warrants and rights rights reflected in column (a))
Plan category (a) {b) (c)
Equity compensation
plans approved by
security holders . . .. 9,016,264 $24.69 479,312(1)
Equity compensation
plans not approved
by security holders. . _ 0 0 0
Total ............... g_LI)I 6,264 $24.69 479,312

(1) Of the 479,312 securities listed in column (c), 44,401 were reserved at September 30, 2006 for issuance
pursuant to the Company’s Retainer Policy for Non-Employee Directors. The remaining 434,811 were
available for future issuance under the 1997 Award and Option Plan, under which no awards can be
made after December 12, 2006 untess the shareholders approve the amendments described beginning
at page 31 of this Proxy Statement.
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EXECUTIVE COMPENSATION

Report of the Compensation Committee
General

The Compensation Committee of the Board of Directors (the “Commitiee”) sets the base salaries and
bonuses of the Company's executive officers. It also exercises authority delegated to it by the shareholders
or the Board with respect to compensation plans. Plans under which shareholders have delegated
authority to the Committee include the National Fuel Gas Company 1997 Award and Option Plan, as
amended (the “1997 Award and Option Ptan"), and the Administrative Rules with respect to At Risk Awards
under the 1997 Award and Option Plan (the “At Risk Program”). In addition, the Committee makes
recommendations to the Board with respect to the development of incentive compensation plans and
equity-based plans and administers the National Fuel Gas Company Performance Incentive Program (the
“Performance Incentive Program”). The Commitlee is comprised of the four directors named below, all of
whom have been determined by the Board to be independent. No member of the Commitiee is permitted 1o
receive any award under any plan administered by the Committee.

Objective

The Committee's objective is to set executive compensation at levels which (i) are fair and reasonable
to the stockholders, (ii) link executive compensation to long-term and short-term interests of the
stockholders, and (iii) are sufficient to aitract, motivate, and retain outstanding individuals for executive
positions. The executive officers' compensation is linked to the interests of the stockholders by making a
part of each executive officer's potential compensation depend on the price of the Company’s Common
Stock on the open market and the officer's own performance. The retention of officers s encouraged by
making a portion of the compensation package in the form of awards which either increase in value, or
only have value, if the executive officer remains with the Company for specified periods of time.

The Committce retains an independent compensation consulting firm to assist it in evaluating and
sctling officer compensation. The firm annually compares Company compensation praclices to both
utility and general industry practices. I\ also provides a proxy analysis of the Chief Executive Officer
position based on the latest proxy data for the Company and ten energy companies in the peer group. In
2006 a similar analysis was provided for the President & Chief Operating Officer position at the Company
and individuals with title comparability at five of the peer companies. Based on 2005 proxy data, the
companies in the eleven member peer group range in size from $10.7 billion in revenues to $1.1 billion in
revenues. The median size of the peer group is $2.9 billion in revenues.

Specific components of executive officers' compensation eamed or paid In fiscal 2006 are discussed
below, The Company’s five most highly compensated executive officers, as well as Mr. Seeley who retired
in February 2006 and Mr. Beck who retired in July 2006, are identified on the Summary Compensation
Table starting on page 18, and are somelirnes referred to as the “named executive officers.”

Base Salary

The Commiltee annually reviews base salaries for the Company’s executive officers and adjusts them
as it deems appropriate on a calendar year basis and as changes in responsibility occur. The Committee
generally targets a range of the 50th percentile to the 76th percentile of the survey data provided by its
outside compensation consultant. The Committee also considers an individual's specific responsibilities,
experience (including time in position), and effectiveness in setting base salary.

The fiscal 2006 base salaries. of the named executive officers are shown on the Summary Compen-
sation Table on page 18 in the “Base Salary” column.
Annual At Risk Incentive and Bonus

Under the At Risk Program, the Committee may make At Risk Awards which grant an executive
officer the opportunity to eam cash payments depending on the achievement of goals set within the first
quarter of each fiscal year. Performance goals can be both financial (for example, Company eamings per
share or subsidiary earnings per share) and non-financial (for example, customer service).
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The Comumitlee reviews and approves corporate goals for Mr. Ackerman under the At Risk Program
and evaluates his performance in light of these goals. It approves his compensation based upon that
evalualion. For fiscal 2006 Mr. Ackerman was the only participant in the At Risk Program. At Risk Program
goals for Mr. Ackerman, as Chief Executive Officer, were a specified level of Company eamings per share
(weighted at 55% of the formula), a proved developed and undeveloped reserves goal (weighted at 25% of
the formula), a long-term strategy goal (weighted at 10% of the formula) and customer service and safety
goals (weighted at 10% of the formula). Company diluted eamnings per share must reach a pre-determined
target in each of two consecutive fiscal years to trigger the maximum annual incentive award to
Mr. Ackerman, The target award for Mr. Ackerman was set al 100% of base salary with a maximum
possible award of 200% of base salary. In fiscal 2006, Mr. Ackerman was awarded a bonus of 95% of his
target amount for his perfonmance on the goals set under the At Risk Program.

The Summary Compensalion Table slarting on page 18 includes in the *LTIP {(Long-Term Incentive
Plan) Payouts” column the amounts eamned by Mr. Ackerman in fiscal 2006 under the At Risk Program. The
At Risk Award is considered by the SEC to be a "long-term” incentive because payment is based, in part, on
a rolling average of performance during the two fiscal years most recently completed. The range of
potential At Risk Program awards {or fiscal 2006 for Mr, Ackerman is set out in the Long-Term Incentive
Plan Award Table on page 21.

In furtherance of the Commitiee’s goal of emphasizing incentive-based compensation for the
Company's other executive officers, most of the executive officers, including Messrs. Smith, Tanski,
Pustulka and Ramsdeli were paid amounts as bonuses in December 2006 (for performance in fiscal 2006).
In December 2006, the Compensation Committee reviewed with Mr. Ackerman the performance of
Messrs, Smith and Tanski with respect to individual goals set earlier in fiscal 2006. The target award
for both Mr. Smith and Mr. Tanski was set at 65% of base salary with a maximum possible award of 130% of
base salary, Mr. Smith was given a corporate earnings per share goal (weighted at 55% of the formula), a
proved developed and undeveloped reserves goal (weighted at 256% of the formula), a production volume
goal (weighted at 10% of the formula) and customer service and safety goals (weighted at 10% of the
formula). Mr. Tanski was given a corporate eamings per share goal (weighted at 30% of the formula), an
eamings per share goal of the Company's regulated subsidiaries (Supply Corporation, Empire and
Distrihution Corporation) (weighted at 30% of the formula), a safety goal (weighted at 10% of the formula),
a customer service standards goal (weighted at 10% of the formula), and goals related to the Company's
relationship with investors and analysts (weighted at 20% of the formula).

For fiscal 2006, Messrs. Smith and Tanski were awarded bonuses of 78% and !11%, respectively, of
their target amounts for performance on their goals.

Mr. Ackerman made recommendations for fiscal 2006 bonuses for the other officers, including
Mr. Pustulka, and Mr. Ramsdell, which were accepled by the Commillee. The Summary Compensalion
Table starting on page 18 includes in the LTIP Payouts column the amount earned by Mr. Smith in fiscal
2006 because payment was based, in part, on a rolling average of performance during 2005 and 2006. The
Summary Compensation Table on page 18 includes in the “Bonus™ column the amount eamed by
Messrs. Tanski, Pustulka and Ramsdell in fiscal 2006 as bonuses. These awards are considered by the
SEC to be bonuses because they are based on performance during a single fiscal year.

In January 2006 the Commitree awarded a bonus of $57,688 1o Mr. Seeley with respect to his
performance on three goals set in fiscal 2006 which extended into 2006, The goals related to Appalachian
exploration and production operations. In addition, the Committee awarded him a bonus of $166,757 for
his performance in 2006. That bonus was arrived at by taking one-third of the bonus paid for performance
on his 2005 goals. Mr. Seeley retired effective February 1, 2006.

In January 2006 the Company and Mr. Seeley also executed a Noncompete and Restrictive Covenant
Agreement (the “Agreement”) which is described on pages 23-24 of this Proxy Statement Under the
Agreement, the Company pald Mr. Seeley a lump sum of $440,000 in February 20086. In consideration for the
promise of such payment, Mr. Seeley agreed to various confidentiality and non-competition provisions,
and also released claims based on his participation in the Company's Performance Incentive Prograrm plus
any other claims he may have against the Company as of the date he executed the Agreement reganding his
employment and the termination of his employment, including but not limited to any claims for wages,
bonuses or severance pay.
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The Company, Seneca Resources Corporation and Mr. Beck executled a Retirement Agrecment (the
“Retirement Agreement”) in June 2006 and Mr. Beck retired effective July 1, 2006.

Pursuant to the Retirement Agreement, in September the Company paid Mr. Beck a lump sum of
$465,000, less applicable taxes and withholding. This payment did not constitute a bonus or other
compensation for purposes of calculating benefits under the Retirement Plan or the Executive Retirement
Plan. Mr. Beck and the Company also agreed that 4,000 shares of restricted stock awarded to Mr. Beck on
January 31, 2000 be modified to vest on July ), 2006. Mr. Beck also waived all claims he might have against
the Company as of the date he executed the Retircment Agreement regarding his employment and the
termination of his employment, including for benefits based on his participation in the Performance
Incentive Program, wages and bonuses.

The Company also entered into a Contract for Consulting Services (the “Consulting Contract®) with
Mr. Beck. Under the terms of the Consulting Contract, Mr. Beck will provide consulting services as an
independent contractor for a perdod of three years beginning July 1, 2006. As consideration for his services,
Seneca will pay Mr. Beck an annu:il fee of $200,000, payable in monthly increments of one-twelfth (1/12) of
the annual fee. Seneca or another subsidiary of the Company may request that Mr. Beck provide onshore
geological and geophysical consulting services. If Mr. Beck performs such services, he will be paid an
additional fee of $200 per hour for cach hour of requested onshore services performed.

Mr. Beck's Retirement Agreement and Consulting Contract are described at pages 24-25 of this Proxy
Statement.

Stock Optios, Restricted Stock and the Performance nweentive Program

Stock options, restricted stock and the Performance Incentive Program represent the longer-term
incentive and retention component of the executive compensation package. Such awards are intended to
focus attention on managing the Company from a long-term investor's perspective. In addition, the
Committee wishes to encourage cfficers and other managers to have a significant, personal investment in
the Company through stock ownership. To emphasize the importance of stock ownership, in fiscal 2002
Mr. Ackerman, after consultation with the Compensation Committee, set Company Stock ownership
guidelines for officers. These guidelines range from one times base salary for junior officers to four times
base salary at the Chief Executive Officer level. Other employees receiving options are encouraged Lo
retain their stock for long-term investment.

Awards of stock options and restricted stock are made by the Committee under the 1897 Award and
Option Plan. The Committee awards stock options to buy Company Common Stock, which have value only
to the extent the market price of the Company's Common Stock increases after the date of an award. The
Committee also on occasion awards restricted stock, usually as a retention tool, which increases or
decreascs in vajue to the same extent as the Company’s Common Stock. Dividends are paid on restricted
stock and on the shares held for employees (including executive officers) in various employee benefit
plans, so executive officers benefit directly from dividends paid on the Company’s Comunon Stock.

In 2002 the Committee reviewed its past practice of annual option awards. In 2002 the Committee
granted options to officers which were intended to be a multi-year incentive. Option awards were made to
each named executive officer to buy stock in the future at the market price on the award date. These
options vested over a three-year period and none could be exercised for at leasi one year after the award
date. All of them expire no later than 10 years after the award date.

In fiscal 2005 the Committee, with the assistance of its compensation consultant, evaluated its
alternatives on long-term incentive compensation including the use of incentives in addition to options and
restricted stock. The Comumittee concluded that options remain an important component of long-term
compensation at the Company, but: that the number granted in the future would be more limited than in the
past. The Committee then recoramended to the Board that a cash based long-term incentive be adopted to
complement the use of options. The Board adopted the Performance Incentive Program and delegated
authority to the Committee to administer that program.

Under the Performance Incentive Program, the Compensation Committee may establish a perfor
mance condition for a performance period of af least one year. The default performance condition is the
Company's total retum on capilal as compared to the same metric for peer companies in the Natural Gas
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Distribution and Integrated Natura! Gas Companics group reported in AUS Monthly Utility Reports. A cash
bonus may be paid following the 2nd of the performance period based on the level of performance.

In fiscal 2005 the Compensation Committee chose the Company’s total return on capital as the
performance metric for the perfonmance period of October 1, 2004 to September 30, 2007. The Cormmitiee
approved a total of $1,996,000 of larget incentives for a group of seventeen officers. As a result of the
retirements of Messrs. Seeley and Beck, discussed above, there is currently $1,255,000 of target incentives
outstanding related to that award.

In fiscal 2006 the Committee again chose the Company's total return on capital as the perfformance
metric. The performance period selected was October 1, 2005 to September 30, 2008. The Commiitee
approved a total of $1,895,000 of target incentive for a group of eighteen officers.

Based on the level of performznce at the end of each of the three-year performance periods, payment
can range from 0% to 200% of the target incentives.

In awarding long-term incentive compensation in fiscal 2005, the Committee generally adopted its
compensation consultant’s guidelines on the level of such compensation. Those levels included a target of:
160% of base salary for the Chief Executive Officer (Mr. Ackerman); 140% of base salary for the Company
President (Mr. Smith); 120% of base salary for the Chief Financial Officer (Mr. Tanski) and 60% of base
salary for Senior Vice Presidents (Pustulka and Ramsdell). Using the gnidelines the Committee awarded
100,000 options and a Performance Incentive Program target incentive of $6560,000 to Mr. Ackerman. In
addition, the Committee granted long-term incentives to other officers (including Messrs. Smith, Tanski,
Pustulka and Ramsdell) as either options, target incentives under the Performance Incentive Programora
combination of both, Option grants are described on the Option Grants table on page 20, and other long-
term incentives are described on the Long-Term Incentive Plan — Awards in Fiscal 2006 table starting on

page 21.

Compensation of Chief Executive Officer

The bases for Mr. Ackerman’s fiscal 2006 base salary and At Risk Program award including the
Committee’s goals and methodology, are discussed earlier in this report under the headings Base Salary
and Annual At Risk Incentive and Bonus. Mr. Ackerman also received a grant of options and a Performance
Incentive Program target incentive in fiscal 2006, as discussed eardier in this report under the heading
Stock Options, Restricted Stock and the Performance Incentive Program.

Based on the proxy analysis conducted by the independent compensation consulting finm as
discussed under Objective on page 14, total direct compensation eamed by Mr. Ackerman was at the
51st percentile of the compensation packages eamed by officers in a peer group of eleven energy
companies, including the Company.

Policy With Respect lo Qualifyring Compensation Paid to Executive Officers For Deductibility
Under Section 162(m) of the Internal Revenue Code

The Committee intends that, whenever reasonably possible, compensation paid to its managers,
including its executive officers, should be deductible for federal income tax purposes. Compensation paid
under the At Risk Program qualifies as performance-based compensation under Section 162(m) of the
Internal Revenue Code, The Committee may vote to award compensation, especially to a chief executive
officer, that is not fully deductible, if the Committee determines that such award is consistent with jls
philosophy and is in the best interests of the Company and its stockholders.

COMPENSATION COMMITTEE

Geouie L. Mazanec, Chairman
Rogert T. BrRADY

R. Don Cass

Jonn F. Riorpan
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Executive Compensation Summary Table

The following table sets forth information with respect to compensation paid by the Company and its

subsidiaries for services rendered cluring the last three fiscal years to the Chief Executive Officer, to each
of the four other most highly compensated active exceutive officers, and for the two executive officers
who retired, all for the fiscal year ended September 30, 2006 (the “namcd executive officers™).

SUMMARY COMPENSATION TABLE

Loag Tern Compensation
Anneal Compenaation Awarda Payouts
Other Anpuz) ~ Restricted  Securlties All Otker
Fisenl Baose Compensation Stoek Underiying Ly

Name snd Principal Pesitinn JYear Salary($) Bonus(8) (8)(1) Awards{$)(2) Opticzs  Paycots{$) (4K2)
Philip C. Ackerman ............. 2005 820,000 ¢ 0 0 100,000 783,700 1,135,147
Chief Exceutive Officer of the 2005 813,760 0 0 0 160,000 1,302,000 230,062
Company 2001 780,000 0 0 4] 0 1,287,000 181,413
David E.Smith. . ......v0uven 0t 2000 496,870 0 0 0 65,000 251916 61,670
Prosident and Chicf Operating 2005 443,700 444,195 0 1] G0,000 [ 89,802
Officer of the Company and 2001 425,000 350,000 0 0 0 a 67,770
President of National Fuel Gas '
Supply Corporation
Dennis J, Seeley, ... ............ 2006 178,366 GB344G(4) O 0 0 0 53,640
President of National Fuel Gas 2005 443,760 409,682 Q 0 0 0 90,507
Gas Distribution Corporation 2004 425,000 350,000 0 0 0 0 82,663
until 2/1/06
James A.Beck................. 2006 338,423  465,000(5) 0 0 0 ¢ 23,000
President of Seneca Resources 2005 425,000 107876 0 0 0 o 60,166
Corporation until 7/1/06 2004 425,000 100,000 ] 0 0 0 32,284
RonaldJ. Tanskd ............... 2006 372,600 268,758 0 0 116,000 0 47,384
Treasurer and Principal Financial 2004 311,250 150,000 [1] 0 40,000 0 49,622
Officer of the Campany and 2004 278,500 85,000 0 0 0 0 2,472
President of National Fuel Gas
Distribution Corporation
John R Pustulks .............,. 2006 265,250 116,005 0 0 12,000 0 39,418
Senior Vice President of National 2000 252,625 100,000 0 0 45,000 0 41,886
Fuel Gas Supply Gormporation 2004 240,600 5,000 0 [ Q 0 28,h68
James D. Ramsdell. .. ... _....... 20060 245,250 115,006 0 0 12,000 0 38,534
Senior Vice President of National 2006 252,625 100,000 g g 15,0(% g ;é.‘:gg

Fuel Gas Distribution Corporation 200< 240,600 86,000

(1)

@

@

Excludes perquisites or personal benefits because, for each named executive officer, the cost to the
Company of all such items was less than $50,000 and less than 10% of that executive's base salary and
bonus, if any, for each fiscal year lisied.

As of September 30, 2006, the aggregate number of unvested shares of restricted stock held by each
named excculive officer and the aggregate fair market value of such shares using a closing market
price at September 29, 2006 of $36.35/share are as follows: for Mr, Ackerman, 26,328 shares ($957,023);
and none for the balance of the named executive officers. Dividends are paid on all shares of restricled
stock. Restricted shares may not be transferred or ptedged, but such Company-imposed restrictions
lapse with the passage of time and continued employment with the Company.

In fiseal 2006, the Company paid, contributed or accrued for Messrs. Ackerman, Smith, Seeley, Beck,
Tanski, Pustulka and Ramsdell $13,000, $13,000, $4,200, $10,800, $13,000, $13,000 and $13,000,
respectively, under the Tax-Deferred Savings Plan (the Company's 401(k) plan); $120,770, $43,802,
344,681, $12,200, $17.850, $9,305 and $9,305, respectively, under the Tophat Plan which pays all
participanis a sum intended (o replace amounts which they will not receive as Company-matching
contributions under the Tax-Deferred Savings Plan as a result of tax law limits or other tax consid-
erations; 86,656, $868, $1,156, $0, $1,634, $2,113 and $2,229, respectively, under a program that passes
through to employees the Company's tax savings associated with payment of dividends on Employee
Stock Ownership Plan shares; $25,916 for Mr. Ackerman and $3,703 for Mr. Seeley, as above-market,
interest under the Deferred Compensation Plan.

The Company has maintained a split dollar life insurance arrangement with Mr. Ackerman since 1981,
as amended from time to time. The split dollar arrangement required that (i) the Company would pay,
until his retirement date, the premiums on two life insurance policies owned by Mr. Ackerman
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(ownership later transferred to a life insurance trust established by Mr. Ackerman), (ii) the Company
would be repaid its premiums upon the earlier of his 70th birthday or death, and (iii) if he died before
age 70 his beneficiaries would receive a death benefit from the policies of no more than twice the sum
of his most recent annual salary and lump sum compensation. In light of certain changes of law, the
Company chose 1o stop payini premiums on those policies in 2002, and all subsequent premiums on
thase policies have instead bean paid from the policies owned by Mr. Ackenman's trust. In fiscal 2006,
the trust transferred to the Company one of its insurance policies as a partial early repayment to the
Company of the insurance premiums previously paid by the Company, which left one cxisting
insurance policy covered by the split dollar arrangement. To place Mr. Ackerman in approximately
the position he would have been in if the Company had actually performed its obligations under the
split dollar arrangement, in fisc:al 2006 the Company and Mr. Ackerman agreed that (i) if Mr. Ackerman
dies before his 70th birthday, the Company will pay his beneficiaries a death benefit equal to the sum of
24 times his base monthly salary in the month prior to his death or retirement plus two times the most
recent award, if any, paid to him under the Company’s lump sum payment programs other than the
Performance Incentive Program, reduced by the amount received by his trust from the remaining
insurance policy pursuant to the split dollar arrangement, or (ii) if Mr. Ackerman'is living on his 70th
birthday, the Company’s agreement to pay a death benefit will terminate, and the Company will make a
cash payment to Mr. Ackerman in the amount of $968,905, which amount is includled in this column.
That cash payment amount represents the previously expected cash surrender value to Mr. Ackerman
at age 70 of the two insurance policies that underlay his split doliar arrangement (after repayment to
the Company of its previously expected premium payments as required by the split dollar arvange-
ment), reduced by the expected cash surrender value to Mr. Ackerman’s trust on his 70th birthday
(alter repayment to Lthe Company of its premiums actually paid) of the remaining insurance policy
owned by his trust.

The Company provided to each of Mr. Pustulka, Mr. Ramsdell and Mr. Tanski in fiscal 2006 $15,000 to
purchase one or more life insnrance policies selected by each officer.

(4) Includes $57,688 based on achievement of performance goals established in fiscal 2005 but which
extended into 2006, plus $155,757 bonus for service in the first four months of fiscal 2006, plus a lump
sum of $440,000 paid under the Noncompete and Restrictive Covenant Agreement described on pp. 23-
24 of this Proxy Statement in return for non-compete and confidentiality promises and as settlement of
any claim under the 2005 Long Term Performance Incentive Program and as severance plus a general
release. The Noncompete and Restrictive Covenant Agreement recites the entire amount simply as a
lump sum which shall not be treated as a bonus for purposes of any benefit plans.

(5} Includes $465,000 paid to Mr. Beck under the Retirement Agreement described on pp. 24-25 of this
Proxy Statement to settle any claims for 2006 bonus and under the 2006 Long Term Performance
Incentive Program, and as severance, plus a general release. The Retirement Agreement recites the
entire amount simply as a lump sum which shall not be treated as a bonus for purposes of any benefit
plans.
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Stock Option Grant Table

The following table sets forth information with respect to options to purchase shares of Common
Stock awarded during fiscal 2006 to the named executive officers pursuani to plans approved by the

Company's stockholders.
OPTION GRANTS IN FISCAL 2006(1)
Individaal Grants

Number of Percent of Exercise

Securities Total Options or Base

Underlying Granted to Price Per Grant Date

Optons Employees in Share Expiration Present

Name Granted{#) Fiscal Year (8/Sh) Date Valoe($)(2)
Philip C. Ackerman, ............... 100,000 31.565% 35.106 52016 666,900
David F.8Smith ................... 55,000 17.356% 36.106 /2016 366,845
DennisJ. Seeley .................. 0 0% NA NA NA
JamesA Beck ................... 0 0% NA NA NA
RonaldJ. Tanski.................. 36,000 11.36% 35.106 672016 240,116
JohnR. Pustulka. ................. 12,000 3.78% 35.106 2016 80,039
James D. Ramsdell ................ 12,000 3.78% 35.105 5206 80,039

(I} The options shown on this table were granted under the 1997 Award and Option Plan and will vest on
May 10, 2007, Thereafter, they can be exercised any time prior to the expiration date if the holder
remains with the Company. These options terminate upon termination of employment, except that
upon termination of employment for any reason other than discharge for cause or voluntary resig-
nation prior to age 60, the options may be exercised within five years after termination of employment,
and options held by the Company's Chief Executive Officer or a President. of a principal subsidiary
who retires at age 65 or later can be exercised until the end of their original term. Payment of the
exercise price may be in cash or by lendering shares of Company Common Stock.

(2) This column shows the hypoihetical value of these options according to a Black-Scholes-Merton

option pricing model. The assumptions used in this model for the options granted in fiscal 2006 were:
quarterly dividend yield of .826%, an annual standard deviation (volatility) of 17.71% (calculation of
volatility based on average high/low price), a risk-free rate of 5.101%, and an expected term before
exercise of 7 years. Whether the assumptions used will prove accurate cannot be known at the date of
grant. The mode! produces a value based on freely tradable securities, which the options are not. The
holder can derive a benefit only to the extent the market value of Company Common Stock is higher
than the exercise price at the date of actual exercise,
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Stock Option Exercises And Fiscal Year-End Value Table

The following table sets forth as to each named executive officer information with respect to stock
option and stock appreciation right (SAR) exercises during fiscal 2006 and the number and value of
unexercised options and SARSs at September 30, 2006. The named executive officers did not exercise any
SARSs in 2006, and in fact have no SARs.

AGGREGATED OPTION/SAR EXERCISES IN FISCAL 2006 AND OPTION/SAR VALUES
ON SEPTEMBER 30, 2006

Nomber of!
mﬂﬂ: U!::g'bl;'l';l:rllsl:?::rg:éd Value of Unexercised
Gptone/SAR ptions at ln-t.hmgney Options

Exerclsed Value Renlized Fiscal Year-End(#) at Piseal YearEnd($X2)
Name (#) (X 1) Exercisable Unexercisable Exerclsable nexereisable
Philip C. Ackerman. ..... 314,668 5,813,032 2,016,312 100,000 24,677,333 142,000
David F. Smith .. ....... 95,660 1,242,758 330,000 55,000 3,453,075 8,100
Dennis J. Seetey(3)...... 98,422 1,211,838 311,678 0 3,617,893 0
James A. Beck(d) ....... 372,656 4,099,060 0 0 0 0
Ronald J. Tanski . ....... 4,800 48,780 230,200 36,000 2,703,621 51,120
John R. Pustulka. ....... 20,000 383,776 206,000 12,000 2,406,341 17,040
James D, Ramsdell . ..... 10,236 141,017 206,196 12,000 2,664,208 17,040

(1) Markel value of stock al exercise less exercise price or base price.

(2} Market value of stock at fiscal year-end less exercise price or base price.

(3) Because Mr. Seeley retired after age 60 as the President of a principal subsidiary, his outstanding stock
options remain exercisable for up to five years after his retirement.

{(4) Mr. Beck’s stock options would have terminated upon his retirement before age 60 unless they were
extended, which would have triggered expenses to the Company. The Company did not extend
Mr. Beck's outstanding stock options beyond his retirement date of July 1, 2006, so he had to exercise
in fiscal 2006 all the outstanding stock options he had accumulated over his 17 years of service to the
Company.

Long-Term Incentive Plan Award Table

The following table sets forth information with respect to long-term incentive plan awards [made
during fiscal 2006] to the named executive officers pursuant to the At Risk Program and the Performance
Incentive Program,

LONG-TERM INCENTIVE PLANS — AWARDS IN FISCAL 2006

Estimated Future Payoots Under
Non-Stock Price-Based Plang

Performance Period
Name Until Maturation Threshold($) Terget($) Maximum($)
Philip C. Ackerman(l) ............ 2 years ended 8/30/:06 0 825,000 1,650,000
Phitip C. Ackerman(2) ............ 3 years ended 9/3008 0 650,000 1,300,000
David F Smith(3) ................ 2 years ended 9/30/06 0 322,969 645,938
David F Smith(2)}................ 3 years ended 9/30/08 1] 375,000 760,000
Ronald J. Tanski(2)........00vunts 3 years ended 9/30/08 0 250,600 500,000
John R Pustdka(2) .............. 3 years ended 8/30/08 0 85,000 170,600
James D. Ramsdell(2)............. 3 years ended 9/30/08 0 85,000 170,000

(1) This line of the table describes the sole At Risk Program opportunity which was made to any executive
officer in fiscal 2006 based in part on the rolling two-year average of earnings per share performance in
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fiscal 2005 and fiscal 2006. The actual amount awarded and paid for fiscal 2006 under the Al Risk
Program is shown in the Summary Compensation Table on page 18 in the LTIP Payouts column.

(2) This line of the {able describes the National Fuel Gas Company Performance Incentive Program under
which awards were made to selected officers of the Company in fiscal year 2006. The amount paid will
be based on a comparison ol the Company’s “Total Retum on Capital” (the average of the returns on
capital for each fiscal year ended during the Performance Period) as compared to that of a group of
peer companies established by the Compensation Committee.

(3) This line of the table describes Mr. Smith's bonus which was based in part on the rolling two-year
average of earnings per share performance in fiscal 2006 and fiscal 2006. The actual amount awarded
and paid for fiscal 2006 is shown in the Summary Compensation Table on page 18 in the LTIP Payouts
column.

Report on Repricing of Options/SARs
The Company did not reprice any stock options or SARs in fiscal 2006.

Corporate Performance Graph

The following graph comparzs the yearly cumulative stockholder retum on the Company's Common
Stock against the cumulative total return of the Standard & Poor’s 500 Composite Stock Price Index (“S&P
500™), and the 5&P Midcap Multiutility Index for a period of five years commencing September 30, 2001,
and ended September 30, 2006. The S&P Midcap Multiutility Index comprises the cumulative total returns
of 11 diversified energy companies, including the Company.

Comparison of Five-Year Cumulative Total Returna’
Fiscal Years 2001-2006

$200
$175
$125
$100 g
$75 \1—
$50
2001 2002 2003 2004 2005 2006
* National Fuel $100 $90 $109 $141 $176 $194
S&P 500 $100 $80 $399 $113 §128 $140
SaP weaCap Mub-nt. | $100 $73 $93 $118 $146 3156

r—-— National Fusl —#— S&P500  —e— S&PMidCap Mult-Utl, |

! Assumes $100 invested on September 30, 2001, and reinvesting of dividends
Source: Bloomberg

Employment Contracts and Termination of Employment and Change-in-
Control Agreements

Messrs. Ackerman, Smith, Tanski, Pustulka and Ramsdell entered into Employment Continuation and
Noncompetition Agreements with the Company dated December 11, 1998 that are 10 become efTective in

the event of a defined change of control of the Company. (Messrs. Beck and Seeley also entered into such
agreements but they terminated upon their retirement July 1, 2006 and February 1, 2006, respectively,)
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These agreements preserve as a mirimum, for the three years following such change of control, the annual
salary levels and employee benefits as are then in effect for these executives and provide that, in the event
of certain terminations of employment, Lhese executives shall receive severance payments up o 1.99 times
their respective annual base salaries and annual bonuses prior 10 termination. Unless an executive elecls
not to be bound by the Noncompetition part of the agreement, an additional payment of 1.00 times salary
and annual bonus prior to termination will be made at the same time. In addition, executives shall receive
either continuation of certain employee benefits for three years or the value of such benefits, specifically
any “pension, retirement, deferred compensation, savings, medical, dental, health, disability, group life,
accidental death and travel accident insurance plans and programs of the Company and its affiliated
companies at a level that is commensurate with the Executive's participation in such plans immediately
prior to the Effective Date, or, if more favorable o the Executive, ai the level made effective Lo the
Executive or other similarly situated officers at any time thereafter.” The Company will comply in good
faith with Section 409A of the Intermal Revenue Code, which may require the three-year benefit contin-
uation period be reduced to two years.

Mr. Smith entered into a retivement agreement with the Company on September 22, 2003. The
agreement is intended to provide Mr. Smith with certain retirement benefits in the event of an actual or
constructive termination without ciause before March 1, 2011. In such a case, Mr. Smith would receive a
retirement benefit based on the percentage of retirement benefits he would receive at March 1, 2011,
However, Mr. Smith's actual eamings and actual years of service at termination would be used in the
calculation of his benefit based on the formulas in the Retirement Plan and the Executive Retirement Plan.
In order to comply with Section 4094 of the Intermal Revenue Code, amendments to the agreement tmpose
a required six-month waiting period before commencement of payments under the agreement and provide
for the payment of such six-month benefits in a lump sum in the seventh month.

Also, in the event of certain types of termination of employment within two years after a defined
change in control of the Company, the 1997 Award and Option Plan provides that (i) all of the terms and
conditions in cffect on any of the Participant’s oulstanding awards would immediately lapse; (i) all of the
Participant’s outstanding awards would automatically become one hundred percent vesled; and (lii) all of
the Participant’s outstanding stock options, SARs and restricted siock would immedialely vest and the
options and SARs would be immediately cashed out on the basis of the Fair Market Value of the Common
Stock on the Acceleration Date (as defined in the Plan). Such payments would be made as soon as
possible, but no later than the 90th clay following such event. The 1997 Plan also provides that in the event
of a merger, consolidation, reorganization of the Company with another corporation, a reclassification of
the Common Stock, a spin-off of a significant asset, or other changes in the capitalization of the Company,
appropriate provisions will be made for the protection and continuation of outstanding awards by either
(i) the substitution of appropriate stock or other securities, or (ii) by appropriate adjustments in the
number of shares issuable pursuant to the Pian, the number of shares covered by outstanding Awards, the
option price of outstanding stock options, and the exercise price of outstanding SARs, as decmed
appropriate by the Compensation Committee.

On January 31, 2006, the Company and Mr. Seeley executed a Noncompete and Restrictive Covenant
Agreement {the “Noncompete Agreement™). Mr. Seeley relired effective February 1, 2006 from his
positions as Vice President of the Company and President of Distribution Corporation. Under the
Noncompete Agreement, the Company paid Mr. Seeley a lump sum of $440,000 in February 2006. In
consideration for the promise of such payment, Mr. Seeley agrees to held in a fiduciary capacity all of the
Company's trade secrets and confidential and proprietary information in his possession, and he agrees not
to use or disclose such trade secrets and information. Furthermore, during the period beginning Febru-
ary 1, 2006 and ending January 31, 2009, Mr. Seeley will not, without the prior wriiten consent of the
Company, engage in or be interested in {as owner, partner, shareholder, employee, director, agent,
consultant or otherwise) any business which is a competitor of the Company. In addition, Mr. Seeley
releases all claims he may have against the Company as of the date he executed the Noncompete
Agreement regarding his empioyment and the termination of his employment, including but not limited 1o
any claims for wages, bonuses or severance pay, and any claims based on his participation in the
Company's Performance Incentive Program

The Company releases all claims it may have against Mr. Seeley as of the date he executed the
Noncompete Agreement, except for claims for fraud or other intentional misconduct discovered after
execntion of the Noncompete Agreement. The Company will indermnify Mr. Seeley against all liabilities
and expenses in connection with any proceeding in which he may become involved by reason of having
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been a director or officer of the Company or ils subsidiarics. Mr. Seeley will not take any action with the
intended purpose of interfering with, damaging or disrupting the assets or business operations or affairs of
the Company or ils subsidiaries ur affiliates. Mr. Seeley will not, without the prior wrilten consent of the
Company, work for, consult with, advise or represent any business which is a customer of the Company,
with respect to any matter or activity which would tend to reduce the quantity or price of services or
commodities provided by the Company to that business.

On June 20, 2006, the Company, Seneca Resources Corporation, a wholly owned subsidiary of the
Company (“Seneca”), and Mr. Beck executed a Retirement Agreement (the “Retirement Agreement*} and a
Contract for Consulting Services (the “Consulting Contract™), after approval of the terims by the Company’s
Board of Directors. The following two paragraphs describe the terms of the Retirement Agreement, and
the next two paragraphs describe the terms of the Consulting Contract

Mr. Beck resigned from all of his positions with Seneca and all other subsidiaries and affiliates of the
Company effective July I, 2006. Mr. Beck is entitled to certain accrued pension benefits under the National
Fuel Gas Company Retirement Plin (the “Retirement Plan") and to certain supplemental pension benefits
under the National Fuel Gas Company Executive Retirement Plan (the “Executive Retirement Plan™). The
Company paid Mr. Beck a lump sum of $465,000, less applicable taxes and withholding, on or about
September 15, 2006. This paymeint did not constitute a bonus or other compensation for purposes of
calculating benefits under the Retirement Plan or the Executive Retirement Plan. The Company will pay
Mr. Beck's tax advisor for reasonable assistance in the preparation and filing of his income tax retumns for
tax year 2006, up to a maximum of $8,000. In addition, from July 1, 2006 through June 30, 2009, family
medical coverage under the Company’s Executive Medical Plan, Prescription Drug Plan and Dental Plan
will be made available to Mr. Beck and his spouse at Mr. Beck's expense at the same monthly cost as paid
by an active Company executive cluring that time. Beginning July 1, 2009, farily medical coverage under
the Company's non-executive medical and prescription drug plan will be made available to Mr. Beck and
his spouse to the same extent, if any, and in the samc form, if any, as is then being provided to non-
executive supervisory employces of National Fuel Gas Distribution Corporation (*Distribution Comora-
tion"), which conducts the Company's ulility operations. This coverage will be made avaitable at Mr. Beck's
expense at the same monthly cost as paid by an active non-executive supervisory employee ol Distribution
Corporation.

Mr. Beck is entitled to various bencefits accrued under the Company's Deferred Compensation Plan,
Tophat Plan, Employee Stock Ownership Plan, Tax-Deferred Savings Plan for Non-Union Employeces, 1993
Award and Option Plan, and 1997 Award and Option Plan. Payments of benefits under these plans will be
available or begin no carlicr than the first day such payments can be made without triggering the additional
taxes which would be required if such payments were to be deemed “deferred coinpensation” for purposes
of Section 4094 of the Internal Revenue Code. The 4,000 shares of restricted stock awarded to Mr. Beck on
January 31, 20056 were modified to vest on July 1, 2006, an acceleration of about seven months. Mr. Beck
waives all claims he might have under the Employment Continuation and Noncompetition Agreement,
dated December 11, 1998, among Mr. Beck, the Company and Seneca. Mr. Beck also waives all claims he
might have against the Company as of the date he executed the Retirement Agreement regarding his
employment and the termination of his employment as a result of his retirement. Mr. Beck will not
compete against the Company for a peried of three years (from July 1, 2006 through June 30, 2009), and will
not interfere with the Company's operations or induce any employee or officer of the Company to leave the
Company. Mr. Beck will not utilize, communicate or divulge any of the Company's trade secrets or
confidential and proprietary inforination.

Under the temus of the Consulling Contract, Mr. Beck will provide (o the Company and its subsidiaries
geological and geophysical consulting services, including consultation on well placement, well design and
prospect evaluation, relating to offshore oil and gas exploration and production, as requested by Seneca or
another subsidiary of the Company. Mr. Beck will provide consulting services as an independent con-
tractor for a period of three years beginning July 1, 2006. The amount of consulting to be requested and
performed by Mr. Beck will be no more than 1,000 hours in each consecutive twelve-month period
beginning July 1, 2006, nor more than 100 hours in any calendar month. In the event Mr. Beck fails or
refuses to perform consulting services as reasonably requested (including any failure because of death or
disability), the Company may terminate the Consulting Contract upon 30 days’ notice to Mr. Beck. As
consideration for his services, Seneca will pay Mr. Beck an annual fee of $200,000, payable in monthly
increments of one-twelfth (1/12) of the annual fee. Seneca or another subsidiary of the Company may
request that Mr. Beck provide onshore geological and geophysical consulting services, If Mr. Beck
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performs such services, he will be paid an additional fee of $200 per hour for each hour of requestled
onshore services performed. Mr. Beck may alse perform certain consulting services for third parties,
provided that he may not accept emuployment from, or provide services to, any party if that party could be
construed to be in competition with the Company or one of its subsidiaries. In the event that Mr. Beck
independently generates or acquires rights to sell or farm-out a prospect or a portion thereof, separate
from his work under the Consulting Contract, Seneca has a first right of refusal to acquire all or a porticn of
the prospect or interest to be sold or farmed-out, on terms at least as favorable as thosc offered and/or sold
to any third parties.

Seneca or another subsidiary of the Company will reimburse Mr. Beck's out-of-pocket expenscs
Incurred in connection with the performance of services under the Consulting Contract. Mr. Beck will not
incur expenses in excess of $200 in any day without Seneca's prior written approval. Mr. Beck agrees to
keep all information gathered, developed or communicated to him by the Company or any of its agents, or
acquired in connection with the viork performed, strictly confidential, Any breach of the Consulting
Contract will also be considered a breach of the Retirement Agreement.

Retirement Benefits

The following table shows annual 50% joint and survivor life annuity total benefits payable under the
Retirement Plan plus the Executive Retirement Plan to eligible officers retiring at the normal retirement
age of 65 with a spouse of the same zge. Forms of benefit payment other than the 50% joint and survivor life
annuity, or retirement at an age earlier than 65, would result in different annual benefits to eligible officers.

PENSION PLAN TABLE

Estimated Anncal Retirement Benefils
For Years Of Benefit Service Credited(1)(2)

Remoneration
3 £0 25 30 36 40

$ 300,000 $ 07,812 $122.265 $ 146,718 $ 162,650 $ 178,600
660,000 187,242 234,052 280,863 311,785 342,707
820,000 276,672 345,840 415,008 460,911 506,813
1,080,000 366,102 457,628 549,153 610,036 670,920
1,340,000 456,532 569,416 683,208 759,162 835,026
1,600,000 £44,9682 681,203 817,444 908,288 999,133
1,860,000 634,393 792,891 951,689 1,067,414 1,163,239
2,120,000 723,823 004,778 1,085,734 1,206,540 1,327,346

(1) The service credited for relireinent benefil purposes to the officers named in the Summary Com-
pensation Table, as of September 30, 2006 is as follows: Mr. Ackerman, 38 years, 2 months; Mr. Smith,
28 years, 2 months; Mr. Tanski, 27 years, 6 months, Mr. Pustulka, 32 years, 3 months; Mr. Ramsdell,
30 years, 3 months. For Mr. Seeley, the service credited for retirement benefit purposes as of
February 1, 2006, his retirement date, was 40 years. For Mr, Beck, the service credited for retirement
benefit purposes as of July 1, 2005, his retirement date, was 17 years.

(2) Benefits described in this table reflect a partial offset for Social Security benefits.

(3) Compensation covered for retirement benefit purposes differs from the amounts appearing in the
three “annual compensation™ columns of the Summary Compensation Table on page 18, because the
retirement henefits are based on the average of the “annual cash compensation” (including At Risk
Awands, other performance-related lump-sum compensation and certain restricted stock) payable for
the 60 consecutive month period during the last ten years before retiring which produces the highest
average. Accordingly, the current comnpensation covered by the plans (meaning the average “annual
cash compensation” for the 60 months ending September 2006) for the above named executive officers
was: Mr. Ackerman, $1,734,960; Mr. Smith, $759,607; Mr. Tanski, $415,378; Mr. Pustulka, $334,851; and
Mr. Ramsdell, $331,851. The finzl average salary for both plans for Mr. Seeley was $740,938 and was
$483,5675 for Mr. Beck.

The officers named in the Summary Compensation Table are not participants in any other defined
benefit or actuarial plan. They are participants in defined contribution plans which would normally pay out
after retirement, namely (i) the Tax Deferred Savings Plan (a 401(k) plan); (ii} the Deferred Compensation
Plan (under which those executives and other selected management employees previously deferred part
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of salary camed in previous years); (iii} the Tophat Plan; and (iv) the Employee Stock Ownership Plan. The
Company's fiscal 2006 contributions to those plans are itemized in fooinote 3 to the Summary Compen-
sation Table starting on page 18. The officers named in the Sumumary Compensation Table may also receive
other post-retirement benelits (rnedical, prescription, life insurance} in the same manner as non-union
retirees from the Company's utility subsidiary who were hired before January 1, 2003. Such retirees
currently pay the Company an amount equal to the required active employee contribution for medical and
prescription benefits in effect or: the date of retirement.

2. APPOINTMENT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

At the 2007 Annual Meeting, stockholders will be asked to approve the Audit Commitiec's appoint-
ment of PricewalerhouseCoopers LLF, as the independenl regisicred public accounting firm for the
Company’s fiscal year ending Scptember 30, 2007 (“fiscal 2007"). If approved by the stockholders,
PricewaterhouseCoopers LLP will examine the financial statements of the Company and its subsidiaries
and repori upon the annual consnlidated financia! statements for fiscal 2007, as they did for fiscal 2006,

Representatives of that firm will not be attending this year's Annual Meeting. Therefore, no repre-
sentative will be available to answer questions or make a statement.

The affirmative vote of a majority of the votes cast with respect to the appoiniment of the independent
registered public accounting firm by the holders of shares of Common Stock entitled to vote is required for
the appointment of PricewaterhouseCoopers LLP as the independent registered public accounting firm.

If the necessary votes are not received, or if PricewaterhouseCoopers LLP declines to accept or
otherwisc becomes incapable of accepting or exercising the appointment, or ils services are otherwise
discontinued, the Board of Directors will appoint another independent registered public accounting firm.
Unless they are otherwise directed by the stockholders, the Proxies intend to vole for the appointment of
PricewaterhouseCoopers LLP as the independent registered public accounting firm.

The Board ol Directors Recommends a Vole FOR this Appoiniment.

3. APPROVAL OF THE ANNUAL AT RISK COMPENSATION
INCENTIVE PROGRAM

Since 1993, a key component of the Company’s executive compensation package has been the
performance-based compensation paid in accordance with the Company’s Annual At Risk Compensation
Incentive Program ("AARCIP™). The Company is now seeking the shareholder approval necegsary to
receive the maximum tax benefit of continuing to pay performance-based compensation under a revised
AARCIP. Approval by the Company’s shareholders at least every five years is necessary for Company’s
AARCIP payments to qualify ns “performance-based compensation™ for the Company's income tax
purposes, as described below.

Background

The Company’s AARCIP was established in 1993 and approved in various forms at the 1996, 2000 and
2002 Annual Meetings. Under the AARCIP, cash is payable to eligible employees based on the extent of
attainment over a Performance Feriod of Performance Goals, all as specified and judged by the Com-
pensation Committee in its discretion (“At Risk Awards®). The purposes of an At Risk Award are (i) 1o
provide incentives to certain employees of the Company whose contributions are important to the
continued success of the Company, and (li) to enhance the Company's ability to attract and retzin highly
qualified persons for the successiul conduct of its businesses.

The Company is now asking for approval by the sharcholders, at the 2007 Annual Mecting, of the
AARCIP included in this Proxy Slatement as Appendix E (the "At Risk Plan”). Under the At Risk Plan, cash
would continue to be payable to executives based on the extent of atlainment over a Performance Period
of Performance Goals, all as specified and judged by the Compensation Committee in its discretion. The
principal change from previous versions of the AARCIP is that At Risk Awards have previously been
granted as one of the types of awards permitted under either the 1893 Award and Option Plan (which
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cxpired in 2003) or the 1997 Award and Option Plan (which was scheduied to expire in December 2006 but
is proposed to be extended at the 2007 Annual Meeting). At previous Annual Mcetings, the shareholders
approved relatively brief Administrative Rules under one or the other of the Award and Option Plans,
which automatically incorporated into the At Risk Awards a great many provisions applicable to all the
types of awards made under thos: plans. To make the AARCIP a stand-alone plan, it has been necessary 1o
add to the At Risk Plan document some of the definitions and other provisions that have been applicable to
At Risk Awards since the inception of the program in 1993.

The Company could simply pay cash bonuses (o its executives based on their performance, without
having the bonus program approved by the shareholders. However, for the Company to receive the
maximum tax benefit from compensation paid to its executives, shareholder approval of the At Risk Plan
is necessary. Section 162(m) of the Intemal Revenue Code limits the amount of individual compensation
that may be deducted by an employer for tax purposes in any one fiscal year to $1 million per person.
However, that section also creates an exception to the $1 million limit for compensation which constitutes
“performance-based compensation”, paid as a result of the attainment of pre-established, objective
performance criteria. Among other conditions, in order to be “performance-based compensation”, the
material terms of a performance-based plan like the At Risk Plan (and the previous AARCIPs) must be
approved by the Company's sharcholders (and rcapproved at least every five years). Consequently, some
future executive compensation may not be deductible by the Company unless the At Risk Flan is approved
by shareholders at the 2007 Annual Meeting.

Therefore, in order to ensure that as much as possible of the Company's future executive compen-
sation will constitute “performance-based compensation,” and thus will be fully deductible to the Com-
pany on its federal income tax retumns, shareholder approval of the At Risk Plan is being sought at this
time. The Board of Directors of the Company has determined that approval of the At Risk Plan by the
shareholders is in the best inter:sts of the Company and the shareholders. The affurmative vote of a
majority of the shares of Common Stock present and voting at the meeting is required for approval of the
At Risk Plan.

Summary of the At Risk PPlan

The following is a surmmary of the At Risk Plan. A copy of the At Risk Plan is included in this Proxy
Statement as Appendix E. The following summary is qualified in its entirety by reference to Appendix E.

At Risk Awards

Under the At Risk Plan, At Risk Awards granted by the Committee entitle each recipient to a cash
payment based upon the extent to which Performance Goals have been attained for a specified Perfor-
mance Period. No Eligible Employee may receive more than one At Risk Award in any fiscal year. An At
Risk Award may be granted singly, in combination or in the altemative with other Awards granted under
other Company benefil plans.

Administration

The At Risk Plan provides for administration by the Compensation Committee of the Board, or such
other committee designated by the Board (“Committee™). The Commitiee must consist of at least two
members, each of whom is an “outside director” as defined by Section 162(m) of the Intemal Revenue
Code and the rules, regulations and interpretations promulgated thereunder as amended from time to ime
{“Code").

The Committee has full authority to: interpret the At Risk Plan and Section 162(m) of the Code to the
extent not addressed by regulation, proposed regulation or publicly available interpretation of the Internal
Revenue Service; determine and select Eligible Employees to receive Al Risk Awards; determine the terms
and conditions of an Al Risk Award, including the time of making the At Risk Award, the Performance
Period, Performance Goals, and levels of At Risk Awards to be earned in relation W levels of achievement
of the Performance Goals; determine whether At Risk Awards are to be granted singly, in combination or in
the alternative with other Awards under other Comapany benefit plans; grant waivers of At Risk Plan terms
and conditions, provided that such waivers are not inconsistent with Section 162(m) of the Code; and
accelerate the vesting, exercise or payment of any At Risk Award or the Performance Period of an At Risk
Award when such action would not cause compensation paid or payable under such At Risk Award to
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cease to be deductible by the Company for federal income tax purposes. The Commitiee will also have the
authority to grant At Risk Awards in replacement of Awards previously granted under At Risk Plan or
awards under any other executive compensation or stock option plan of the Company or a Subsidiary.
Neilher the Commillee nor any delegate thereof has the authority to take any action under the At Risk Plan
which would result in the imposition of an additional tax under section 408A of the Code on the Eligible
Employee holding an At Risk Award grmnted hereunder.

Under the At Risk Plan, all determinations of the Commitlee will be made by a majority of its
members, and its determinations: will be final, binding and conclusive. The At Risk Plan authorizes the
Committee, in ils discretion, to delegate its authority and duties under the At Risk Plan wilh respect to At
Risk Awards to the Company's Chief Executive Officer or to other senior officers of the Company, but only
to the extent, if any, permitted by Section 162(m) of the Code.

Eligibility for Participation

Eligible Employees are those emplaoyees of the Company or its Subsidiaries who are expected to
constitute “covered employees” within the meaning of Section 162(m) of the Code, and any other Core
Employee to whom an At Risk Award has been granted by the Committee. Presently, there are four Eligible
Employees. An Eligibte Employee who holds an outstanding At Risk Award is referred to as a Participant.

Effective Date

Upon approval of the At Risk Plan by the shareholders of the Company at the 2007 Annual Meeting, the
A1 Risk Plan will become effective as of December 7, 2006.

Olbjective Performance Guals

The Performance Goals of the At Risk Plan are established with reference Lo earnings per share,
subsidiary net income and cuslorner service/other goals, and are cstablished by the Commitlee for each
Eligible Employee who receives an Al Risk Award.

For example, for fiscal 2006, the Commitiee granted only one At Risk Award, pursuant to which
Mr. Ackerman would have the opportunity to earn annual at risk incentive compensation equal to specified
percentages of base salary, by achieving specific target Performance Goals constituting median and
maxirnum performance. Mr. Ackerman, as Chief Executive Officer, received payment based upon attain-
ment of specified levels of Company earnings per share (weighted as 55% of the formula), long-term
strategy, succession planning and long-term incentive compensation goals (weighted as 10% of the
forrla), proved developed and undeveloped reserves goals (weighted as 25% of the formula) and
customer service and safety goals (weighted as 10% of the formula).

Historically, the At Risk Awaids made by the Company have typically been based on the recipient’s
performance over a Performance Period of two fiscal years with respect to eamings per share. The At Risk
Award payment to Mr. Ackerman for 2006 was based on a two-year Performance Period, and is shown in

the Summary Compensation Tabl: on page 18 in the column headed “LTIP Payouts.” When the Compen- -

sation Committee sets the Perforinance Goals for a specific At Risk Award, it also sets the Performance
Period over which performance will be measured, which could be any time period permitted by
Section 162(m) of the Intemal Revenue Code.

The At Risk Plan provides that the maximurm aggregate value of any At Risk Award to any Eligible
Employee in any fiscal year will not exceed the lower of (i) twice that employee’s base salary for that fiscal
year, or (ii) two million dollars.

Grant of At Risk Awaerds

The At Risk Plan provides that At Risk Awards may be made for each of the fiscal years of the
Company comraencing with fiscal 2007, The At Risk Awards for a fiscal year may be made only within the
time allowed under Section 162(m) of the Code.

Payment of At Risk Awards

Under the At Risk Plan, each At Risk Award granted to an Eligible Employee will entitle such Eligible
Employee to receive a cash payment based on the extent to which the Performance Goals for a particular
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Performance Period are attained, as specified by the Comumiltee in the Award Notice and certified in
wriling by the Committee (for example, in approved Committee minutes). Cash payment will be made
promptly aRer such certification.

Termination of Employment, Raotirement, or Death of Participant

The At Risk Plan provides that If an Eligible Employee’s employment with the Company or Subsidiary
terminates for a reason other than death, disability, retirement, or any other approved reason, all uneamed
or unpaid At Risk Awards will be cznceled or forfeited, unless otherwise provided in the Award Notice or
the At Risk Plan.

The Rules provide that if the Eligible Employee became disabled, retired or was terminated for an
approved reason during a Perforrnance Period, his participation would continue to the end of the
Performance Period, and he would be paid a percentage of the amount eamed proportionate to his
period of active service during that Performance Period.

If the Eligible Employee died during a Performance Period, the designated beneficiary or estate would
be paid an amount proportionate to the period of active service during the PPerformance Period, based
upon the maximum Award amoun.

Amendments lo Al Risk Awards

The At Risk Plan provides that the Cormmittee may al any time unilaterally amend any unearned or
unpaid At Risk Award, including At Risk Awards eamed but not yet paid, to the exlent it deems
appropriate. However, any such amendment which is adverse to the Eligible Employee requires the
Eligibte Employee’s consent. The Comumittee has no authority to make any amendment which would cause
compensation paid or payable under the At Risk Award to cease to be deductible by the Company for
federal income tax purposes.

Amendments to At Risk Plan

Subject to the shareholder approval requirements of Section 162(m), the Cormmittee may, from time to
time, amend the At Risk Plan in any manner.

Change in Control and Change in Cumership

The At Risk Plan defines a “Change in Control” as occurring when (i) a “person” becomes the
beneficial owner of 20% or more of voting control of the Company, (ii) the sharehclders approve cither a
merger that substantially changes the shareholders’ proportionate ownership of the surviving company or
a transfer of substantially all of the Company's assets, or (iii} members of the “incumbent board” (inctuding
directors approved by al least 3/4 of the incumbent board) cease Lo constitule a majority of the Board. The
Al Risk Plan also defines a “Change in Ownership” as a change which results directly or indirectly in the
Company's Common Share ceasing to be actively traded on a national securities excha.nge or the National
Association of Securities Dealers Automated Quotation System.

If an Eligible Employee holdm;; an At Risk Award is eligible for treatment under the Change in Control
and Change in Ownership provisions of the AL Risk Plan, paragraph 8 of the At Risk Plan determines the
manner in which such At Risk Award will be paid to him. For purposes of making such payment, each
“current Performance Period,” which is a Perfformance Period that has commenced but has not yet ended,
will be treated as terminating upon the Acceleration Date, and for each such “current Performance Period”
and each “completed Performance Period,” which is a Performance Period which has ended but for which
the Committee has not, on the Acceleration Date, made a determination as to whether and to what degree
the Performance Goals for such period have been attained, it will be assumed that the Performance Goals
have been attained at a level of 100% of each target or the equivalent thereof. If the Eligible Employee is
participating in one or more “currznt Performance Periods,” he will be considered to have earned and,
therefore, to be entitled to receive, a prorated portion of the At Risk Awards previously granted to him for
each such Performance Period. Such prorated portion will be determined by multiplying 100% of the At
Risk Award to the Eligible Employee by a fraction, the numerator of which is the total number of whote
and partial years, with each partial ycar being treated as a whole year, that have elapsed since the
beginning of the Performance Period, and the denominator of which is the Lotal number of years in such
Performance Period. An Eligible Employee in one or more “completed Performance Periods™ will be
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considered to have camed and, Lherefore, to be entitled to receive, 100% of the Al Risk Awards previously
granted Lo him during each Performance Period,

Noncompetition

Unless the Award Notice specifies otherwise, a Participant shall forfeit all unearned, and/or unpaid At
Risk Awards, including At Risk Awards eamed but not yet paid, and all interest, if any, accrued on the
foregoing if, in the opinion of the Committee, the Participant, (i) without the written consent of the
Company, engages in any manner in any business or activity competitive with the business conducted by
the Company or any Subsidiary; or (ii) performs any act or engages in any activity which is inimical to the
best interests of the Company.

Nonassignability

No Award under the At Risk Plan shall be subject in any manner to alienation, anticipation, sale,
transfer (except by will or the laws of descent and distribution or pursuant to a domestic relations court
order), assignment, pledge, or encumbrance. Following a permitted transfer, any such Award shall
continue to be subject to the same terms and conditions as were applicable immediately prior to transfer,
and except as provided in the next sentence, the term "Participant” shall be deemed to refer to the
transferee. The cvents of termination of employment of paragraph 6 shall continue to be applied with
reference to the original Participant and following the termination of employment of the original Partic-
ipant, the transferred Award shzdl be payable to the transferce only to the extent, and for the periods
specified in paragraph 5, that the original Participant could have received payment of such Award. Except
as expressly permitted by the At Risk Plan, an Award is payable during the Participant’s lifetime only to
him.

No Right to Continued Employment or Granis

Participation in the At Risk Flan does not give any Participant any right to remain in the employ of the
Company or any Subsidiary, The Company or, in the case of employment with a Subsidiary, the Subsidiary,
reserves the right to terminate any Participant at any time. Further, the adoption of the At Risk Plan does
not give any person any right to be selected as a Participant or 1o be granted an At Risk Award.

No Right, Tide or Interest in Company Assels

To the extent any person acquires a right to receive payments from the Company under this Plan, such
rights shall be no greater than the rights of an unsecured creditor of the Company.

Savings Provision

The At Risk Plan is intendecl to comply with all the applicable conditions of Section i62(m) of the
Code, s0 that compensation paid or payable as an At Risk Award will constitute qualified “performance-
based compensation.” To the extent any provision of the At Risk Plan or any action by the Committee fails
to comply, such provision or action will be deemed null and void, to the extent permiited by law.




New Plan Benefits Table

For each of the named executive officers and the various indicated groups, the following table shows
the amount of performance-based compensation paid under the AARCIP in 2006 for the 2005-2006
performance period (Payments in 2007 for 2006-2007 performance are ot yet delerminable).

NEW PLAN BENEFITS

Maximum
AARCIP AARCIP
Performance- Performance-
Based Based
Compensation Compensation
Name and Positdon Paid for 2006(1)  Foasible for 2006(2)
Philip C. ACKEIMAN ..\ ittt iervnnirerrannrnsrinnes $783,750 $1,650,000
Chief Executive Officer
David F-Smith ......... ... s, $ 0 $ 0
President and Chief Operating Officer
RonaldJ. Tanskd. ...........ooiiiii i ii e 3 0 $ ]
Treasurer and Principal Financial Officer
James A Beck ........ ... i e $ 0 3 0
President of Seneca Resources Corporation until 7/1/06
DennisJ. Seeley ..ot i i i e s 0 s 0
President of National Fuel Gas Distribution Corporation
until 2/1/06
James D. Ramsdell . .............. ... oo i e $ 0 $ 0
Senior Vice President of National Fuel Gas Distribution
Corporation
JohmR Pustulka .......... i i e e ] 0 $ 0
Sendor Vice President of National Fuel Gas Supply
Corporation
All current executive officers as a group (9 persons).......... $783,760 $1,650,000
All non-employee directors as a group (8 persons) as of
December 31, 2006 .. ......... . ittt it $ 0 $ 0
All other employees, including all current officers who are not
executive officers, @S a group. . ... ... iiiiiiin e $ 0 $ 0

(1) At Risk Awards under the AARCIP represent cash payments actually made in 2006 for the 2005-2006
Performance Period. Payments for the 2006-2007 Performance Period under the AARCIP are not yet
determinable,

(2) The maximum At Risk Award PPayment which could have been made under the Amended AARCIP to
all persons who received At Rivk Awards based on the 20056-2006 Performance Period, if the Amended
AARCIP had been in effecl.

The Board of Directors recommends a vote FOR this proposal

4. AMENDMENTS TO THE COMPANY'S 1997 AWARD AND OPTION PLAN

We are seeking your approval of amendments to our 1997 Award and Option Plan (the *1997 Plan™)
(1) to extend the term of the 1997 Plan until March 31, 2012, (2) to increase the number of shares available
to be issued under the 1997 Plan by one million shares, (3) to permit the Cornpensation Committee to grant
stock appreciation rights settlcable in stock to all eligible employees, (4) to require generally a minimum
three-year period between the grant date and the vesting of any new awards of stock options and stock
appreciation rights thal are to become vested without regard to Lthe achievement of specified performance
criteria, (5) to provide for the granting of performance-based stock options and stock appreciation rights,
(6) to no longer “recycle” — that i3, make available for future grants = certain shares that are surren-
dered to the Company in connectian with the exercise or vesting of awards.
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Reasons for and Summary of the Proposed Amendments

The 19887 Plan, which authorizes for issuance an aggregate of 12,609,100 shares, was initially
scheduled Lo expire December 12, 2006. The Board amended the 1897 Plan to exlend its term through
February 16, 2007, the date of our scheduled annual meeling of shareholders (and through any adjourn-
ment of that meeting), 5o thal we could seek your approval of an approximately five-year extension of the
term of the 1897 Plan. We are asking for an extension to March 31, 2012 50 that the extended term would be
expected to expire just after the annual shareholders meeting in 2012. While the Board extended the 1997
Plan for about two months to enable you to act on our request for a significant extension, no awards were
permitied to be granted after December 12, 2006, Thus, the rights of the approximately 100 management
ernployees and retirees who hold outstanding stock options or restricted stock have not been enhanced by
this interim extension.

In connection with this extension we are also seeking your approval to make available for additional
awards under the 1997 Plan one million additional shares, of which no more than 250,000 shares can be
issued as restricted stock.

We are asking for this extension and the additional shares authorization because we strongly believe
that a significant part of management compensation should be in the form of equity awards that directly
align the interests of key execulives and other key management cmployees with the inierests of the
Company’s shareholders in growing the market value of the Common Stock. Equity awards are especially
important with respect o the leadership of the Company's 0i) and gas exploration and production business
segment, which operates in an environment where larger equity awards are necessary to attract and retain
key management employees than is customary with the regulated pipeline and utility industries. The
consideration to be received by the Company for future grants of options or stock appreciation rights is the
services of the officers and emplayees who will receive those grants.

We also strongly believe in tying a significant part of management compensation (o performance, and
equity awards help to achieve that objective, Moreover, the proposed amendments contemplate that future
awards of stock options and stock appreciation rights will generally have their vesting and exercisability
linked to the achievement of specified performance objoectives. These performance-based awards will
generally not vest or become exercisable until the objective performance goal or goals specified in the
Award Notice have been achieved. The proposed amendments contain a list of various objective perfor
mance measures for the Gompensation Committee to choose from in setting the performance criteria that
would be applicable to these future awards. The Comimittee will still have the power to grant stock options
and stock appreciation rights that are not performance based, but intends to use that authority in limited
circumstances,

In seeking your approval of these amendments, we have been cognizant that such programs should
not excessgively ditute the Common Stock by issuing too many additional shares. We have carefully
considered how best to reconcile these conflicting concems, and believe these amendmenis reflect a
proper balance, with the objective of utilizing most efficiently the shares authorized by the shareholders.
Animportant factor in our analysis is the large number of stock options that will either be exercised or will
expire during each of the next five calendar years;

Calepdar Year 2007 2008 2009 2010 2011
Options Scheduled to Explre
(calculated as of 1Z/18/06) ............ 1,028,821 1045340 52,600 3,275,703 708,786

These option expirations will more than counterbalance the dilutive effect of our proposed addition
of one million shares to the pool of shares available to be issued under the 1897 Plan.

Other proposed amendments are intended to make the best possible use of the pool of shares
available to be issued under the 12997 Plan. One proposed amendment requires that, to the extent that any
such award would become exercisahle without regard to any performance criteria, 8 minimum of three
years of additional service would be required for a Participant to realize the value of that Award. This
change is intended to assure thal Awards will serve as a long-term incentive rather than a source of quick
cash.

The proposed amendments that will allow us to issue stock appreciation rights settled in stock will
help us to use the available poo) of shares most efficiently in light of recent changes to the accounting nijes
applicable to equity-based compensation. In 2006, changes in the financial accounting rules applicable to
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cquity-based compensation awards took effect that treat stock options and stock appreciation rights
scttied in stock on exactly the sarae basis. Previously, stock options granted without a discount in the
applicable exercise price could be awarded without any financial accounting charge. But stock appre-
ciation rights, whether settled in cash or stock, were treated as variable awards, resulling in the periodic
recognition of financial accounting charges that reflected any increases in the value of our stock from the
date of grant. So, if the award worked to achieve its objective — to increase the value of our stock — the
Company suffered an adverse financial accounting charge as compared to an economically identical grant
of a stock option. Shareholders may recall that, because of the adverse accounting treatment associated
with stock appreciation rights, the Company called a special shareholders meeting in 2001 to eliminate
future grants of such rights and 1o receive approval to convert outstanding stock appreciation rights into
non-qualified stock options. The presently proposed amendments would reinstate the Committee’s ability
to grant stock appreciation rights, except that the difference between the fair market value of our Common
Stock at the date of exercise of the rights and the fair market value of the Common Stock at the date of
grant will be distributed in shares of Common Stock, rather than in cash,

Because of the difference in accounting treatment between stock options and stock appreciation
rights, a technique was developed in the marketplace that enabled employees Lo receive cash from a stock
option on a basis substantially comparable (o a cash-settled stock appreciation right This technique —
commonly referved to as a *cashless exercise™ or “same day sale” — combined the exercise of a stock
option with an immediate market sale of the underlying stock, resulting in the employee receiving the
same net cash benefit. Under this sechnigue, however, the employer granting the option was required to
issue the full number of shares subject to the option. Thus, to provide the same net benefit of a stock
appreciation right required that the Company incur the dilution related to the entire stock option award. In
other words, when an employee does a cashless exercise of 1000 options, the Company issues 1000 shares
of stock, even though the net benefit to the employee may equal the value of only a few hundred shares,

With the change in accounting treatment to equate stock options and stock settled stock appreciation
rights, there is no financial accounting advantage to using stock options and issuing the greater number of
shares, Accordingly, our intention, on a going-forward basis, is to utilize stock settled stock appreciation
rights instead of granting new stock options, 50 we are requesting approval to authorize such awards on
the terms and conditions set forth below, However, for purposes of determining the number of shares that
may be subject to Awards granted under the 1997 Plan, we will stifl count the aggregate number of stock
appreciation rights awarded — and not just the net number of shares issued. Thus, the “dilution savings” of
using stock appreciation rights will run directly lo the benefit of shareholders.

Our proposed changes to the 1997 Plan's share counting rules are intended to eliminate some
provisions that have been in our stock option plans for many years, and that have commonly been used
in competitive practices, which are now called “recycling” and opposed by some corporate governance
commentators. Under the 1097 Plan and most stock option plans, a Participant can pay the option excrcise
price or his minimum tax withholding by using shares of Company common stock, and the Company
would cancel those shares of stock. Before the currently proposcd amendments, the surrendered or
canceled shares would be added back Lo the shares available for issuance under the 1907 Plan. Similarly, if
any shares subject 1o any such Award had been olherwise settied for a payment in cash, the corresponding
shares would again have become available for grant under the 1997 Plan, Making these shares available to
be granted as new Awards did not increase the dilution of the outstanding stock, because each share added
back into the 1997 Plan was matched by an actual share that was actually cancelled. Nevertheless, this
“recycling” process has come under criticism by some, and we are responding by eliminating the practice
with respect to shares that are cancelled because they are used to pay the exercise price or taxes.

We have also amended the 1997 Plan to eliminate the authority to grant dividend equivalents in
respect of stock options. We have never used this authority with respect to any of the options granted
under the 1897 Plan, and believe that doing so would not further the objectives of the 1887 Plan.

On December 7, 2006, the Board of Directors adopted the amendments to the 1997 Plan summarized
above subject to approval by the common stockholders at this meeting. The affirmative vote of a majority
of the votes cast with respect to this proposal by the holders of shares of Common Stock entitled to vote is
required for the adoption of the proposal. A copy of the 1997 Plan, as proposed to be amended, is attached
to and incorporated into this Proxy Statement as Appendix F.

The principal terms of the 1997 Plan are summarized below.
33




Administration

‘The 1997 Plan provides for administration by the Compensation Committee of the Board or another
committee designated by the Board (“*Committee™), The Committee is composed entirely of “Disinterested
Board Members” who are not prescnt or former employees or officers of the Company. No member of the
Committee is eligible to be selected to participate in the 1997 Plan. Among the powers granted to the
Committee are the authority to interpret the 1997 Plan, establish administrative rules, regulations and
procedures, select core employees of the Company and its subsidiaries to receive awards, determine the
form and amount and other terms and conditions of an award, grant waivers of 1997 Plan terms and
conditions, accelerate the vesting, exercise or payment of an award and take all action it deems advisable
for the proper administration of the 1997 Plan. The 1997 Plan authorizes the Commitiee to delegate its
authority and duties under those Plans, in certain circumstances, to the Chief Executive Officer and other
senior officers of the Company. Under the amended 1897 Plan, the Commitiee will no longer have the
authority to grant replacement or repriced awards except in the limited circumstances described below
under the heading Adjustment of Shares Available.

Eligibility for Participation

All Core Employees and Key Employees (management employees selected by the Committee) of the
Company or any of its 80%-or-more owned subsidiaries are eligible to be selected to participate in the 1897
Plan. The selection of Participants from among core management employees is within the discretion of the
Committee. Under the 1957 Plan, ‘Key Management Employees” (sclect highly compensated employees)
are the only people eligible to receive restricted stock.

Amendment of Plan

The Board may suspend or terminate the 1997 Plan at any time, and may also amend the 1997 Plan at
any time, but any such amendment may be subject to stockholder approval (i) at the discretion of the
Board; and (ii) to the extent stockholder approval may be required by law or under the applicable
requirements of any exchange on which the stock is listed to trade.

Shares Available for Grant

As amended, the 1997 Plan authorizes the Comumittee to grant awards through March 31, 2012. Subject
to equitable adjustment, 13,609,100 shares of Common Stock of the Company would be authorized for
issuance under the 1997 Plan after the 2007 Annual Meeting if the shareholders approve the proposed
amendments. This is an increase of one million shares over what the shareholders have authorized before
the 2007 Annual Meeting. The total number of authorized shares reflects the 3,800,000 shares originally
authorized for issuance under the 1997 Plan, as adjusted to reflect a stock split in 2001, and an amendment
to the 1997 Plan to authorize 4,800,100 additional shares approved by shareholders in 2001.

Of the authorized shares, ordy 260,000 may be used for Awards of restricted stock on or after
February 15, 2007. The remaining authorized shares may be used only in connection with grants of stock
option and stock appreciation rights. As of December 18, 2006, there were outslanding unexercised 1997
Plan option awards in respect of 8,931,670 shares, and 156,373 shares were available for issuance in
respect of additional awards. As of December 18, 2006, the fair market value of a share of our common
stock, determined based on the average of the high and low prices of the stock on that day, was $39.89.

Before the 2007 Annual Meeting when a stock option was exercised using previously owned shares, or
the applicable tax withholding was effected using shares that are issuable in respect of such award, the
surrendered or withheld shares were added back to the shares available for issuance under the 1997 Plan,
Similarly, if any shares subjeel Lo any such prior award were settled for a payiment in cash, the corre-
sponding shares would again have become available for grant under the 1997 Plan. Following approval of
the proposed amendments at the 2007 Annual Meeting, shares used to exercise options or to satisfy tax
withholding obligation, or related to awards settled in cash or for other consideration will no longer
become available for grants under the 1997 Plan. However, any shares that relate to Awards that lapse,
expire or are forfeited for any cther reason will again be available for grants under the 1897 Plan,
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No participant in the 1097 Plan may receive awards covering more than 600,000 shares of Common
Stock of the Company in any fiscal year. This maximum limit is subject 1o equitable adjustment in the event
of a stock split, stock dividend, merger, reorganization or other transaction alTecting our capital stock.

Type of Awards

The 1997 Plan provides for the: grant of any or all of the following types of awards: (1) stock options,
including incentive stock options; (2) stock appreciation rights (“SARs"); and (3) restricted shares of our
common stock. Such awards may be granted singly or in combination, as determined by the Committee.

Stock Options

Under the 1997 Plan, the Committee may grant awards to Key Employees or Core Employees in the
form of stock options to purchase shares of the Company's Common Stock. Stock oplions granted under
the 1997 Plan after February 15, 2007 will be non-gualified stock options. Unless the award notice provides
otherwise, each option shall be exercisable in whole or in part The Committee will, with regard to each
stock option, determine the number of shares subject to the option, the manner and time of the option’s
exercise, and the exercise price per share of Common Stock subject to the aption. In no event, however,
may the exercise price of a stock option be less than the fair market value of the Company’s Common
Stock on the date of the stock option's grant. Unless the award nolice provides a shorier period, each non-
qualified stock option shall expire on the day after the tenth anniversary of the grant. In no event shall a
non-qualified stock option be exercisable later than the exercise period set forth in the award notice.
Unless the award nolice provides otherwise, any nonqualified stock option which has not previously
expired shall tenminate upon termination of the Participant’s employment with the Company by either
(i) voluntary resignation before his or her §0th birthday, or (ii) discharge for cause. A Participant who
resigns on or after his or her 60th birthday (a “Retiree”) may exercise all or part of the Retiree's non-
qualified stock options as described in this paragraph. A Retiree may exercise any non-qualified stock
option which the Retiree was entitled to exercise on the date the Retiree’s employment terminates, and
may also exercise any non-qualified stock option which the Retiree subsequently becomes eligible to
exercise, A Retiree may exercise non-qualified stock options no later than the fifth anniversary of the
Retiree’s resignation, or such later date as the Committee, in its sole discretion, deems appropriate (the
*Post-Termination Exercise Period™). A Participant whose employment is terminaied not for cause is
treated Lhe same as a Retiree for the purposes described in this paragraph. Notwithstanding the foregoing,
if the Committee determines that a Participant is employed by an employer or engaged in a business that
competes with the business of the Company, or otherwise engages in activity which in the Committee’s
opinion is inimical to the Yest int:rests of the Company, the Participant shall thereafter lose his or her
rights to exercise any non-qualified stock options.

Upon the death of a Participant while employed with the Company or within the Post-Termination
Exercise Period, the Participant’s eslate or the person to whom the Participant’s rights under the non-
qualified stock option are transferred by will or the laws of descenl and distribution may, within five years
after the date of the Participant’s death while employed, or within the Post-Termination Exercise Period, .
exercise all or part of the non-qualified stock option which the Participant was entitied to exercise on the
date of death.

Wilh some exceplions described below, each non-qualified option issued on or after February 15, 2007
shall first become exercisable on the third anniversary of its date of grant, or if earlier (i) on the date of the
Participant’s death occurring after the date of grant; (i) six months after the date of grant, if the Participant
is a Retiree who retired after the date of grant, and before such six months; or (iii) on the date of a Retiree's
retirement and at least six months after the date of grant. The exceptions are that, if an Award Notice so
provides, stock options may becaome exercisable on an earlier date if awarded on or after February 15,
2007 (i) in connection with a merg2r or acquisition to a Participant who joins the Company or a Subsidiary
as the result of a merger or acquisition, or (ji) to a Participant as part of his initial inducernent to join the
Company or a Subsidiary. Similarly, the minimum three year service requirement would not apply in the
event of a change of control, or in the event that performance criteria related to the exercise of any stock
options are satisfied at an earlier point in time. Subject to the exceptions described earlier in this
paragraph, unless the Award Notice provides otherwise, stock optians issited on or after February 15, 2007
shall be exercisable only upon attainment (as determined by the Committee or its delegate) of perfor-
mance goals during perdormance periods established by the Comumittee. The performance goals would
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selected by Lthe Committee {rom one or more of the performance criteria discussed below under the
heading “Performance Criteria " Upon exercise of a stock option the exercise price may, at the discretion
of the Committee, be paid by a Participant in ¢ash, shares of Common Stock, shares of restricted stock, a
combination thereof, or such other consideration as the Comunitiee may deem appropriate. The 1897 Plan
also allows options to be exercised using the so-calied “cashless exercise” of options by payment of the
exercise price from the sale proceeds of a portion of the shares otherwise receivable upon exercise of the
aption.

No stock option issued under the 1897 Plan can be repriced by reducing the exercise price after the
options are granted, except in the limited circumstances described below under the heading Adjustment of
Shares Available,

Stock Appreciation Rights

A SAR is a right to receive payment in shares of Comumon Stock equal to the appreciation in fair
market value of a stated number of shares of Common Stock from the SAR's cxercise price to the fair
market value on the date of its exercise. SARs may not be repriced by decreasing the SAR's exercise price
after the award date, except in the limited circumstances described below under the heading Adjustiment
of Shares Available. The 1997 Plan authorizes the Commitlee to grant SARs to Key Management
Employees or Core Employees.

With some exceptions described below, each SAR issued on or after February 156, 2007 shall first
become exercisable on the third anniversary of its date of grant, or if earlier (i) on the date of the
Participant’s death occurring after the date of grant; (ii) six months after the date of grant, if the Participant
is a Retiree who retired afler the date of grant, and before such six months; or (iii) on the date of a Retirce's
retirement and at least six months after the date of grant. The exceptions are that, if an Award Notice so
provides, SARs may become exercisable on an earlier date if awarded on or after February 15, 2007 (i) in
connection with a merger or acquisition to a Participant who joins the Company or a Subsidiary as the
result of a merger or acquisition, or (ii) tc a Participant as part of his initial inducement to join the
Company or a Subsidiary. Similady, the minimum three year service requirement would not apply in the
event of a change of control, or in the event that performance criteria related to the exercise of any SARs
are satisfied at an earlier point in time. Subject to the exceptions described earlier in this paragraph, unless
the Award Notice provides otherwise, SARs issued on or after Febmary 15, 2007 shall be exercisable only
upon attainment (as determined by the Conumitiee or its delegaie) of performance goals during perfor-
mance periods established by the Committee. The performance goals would selected by the Comunittee
from one or more of the performince criteria discussed below under the heading “Performance Criteria.”
The Committee would determine the number of shares subject to the SAR, the manner and time of the SAR
may be exercised, and the exercise price of the SAR. However, the exercise price of a SAR will in no event
be less than the fair market vatue of the Comumon Stock on the date of the grant of the SAR. Unless the
Award Notice provides a shorter period, each SAR shall expire ten years and one day after its date of grant.

Restricted Stock Awards

The 1987 Plan authorizes the Committee to grant awards to Key Management Employees in the form
of restricted shares of Common Stock, and Common Stock units. Such awards will be subject to such
terrns and conditions as the Committee deems appropriate, including restrictions on transferability and
continued employment. Unless the Award Notice provides otherwise, any restricted stock issued after
February 16, 2007 shall be canditioned upon attainment (as determined by the Conumittee) of performance
goals cstablished pursuant to one or more of performance criteria discussed below under the heading
*Performance Criteria. " During any restricted period, the Committee may grant to the Participant all or any
rights of a stockhelder with respect to such shares, including the rights 1w vote and 1o receive dividends.
No more than 100,000 restricled shares can be issued from the 1997 Plan in a fiscal year. The 1997 Plan
gives the Committee the discretion to accelerate the delivery of shares of such awards.

Performance Criteria

The performance measure(s) 10 be used for purposes of stock options, SARs and restricted stock
issued after February 16, 2007 shadl inctude one or more measures chosen from among the following, as
applied to the Company or to any Subsidiary or combination of Subsidiaries: (a) earnings per share; (b) net
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income (before or after taxes); (¢) return measures (including, but not limited Lo, return on assets, equity
or sales); (d) cash flow return on investments which equals net cash flows divided by owners equity;
(e) earnings before or after taxes, depreciation and/or amortization; (f) gross revenucs; (g) operating
income (before or after taxes); (I} Lotal shareholder retwrm; (i) corporate perfonnance indicators (indices
based on the level of certain expenses, certain objectively measurable operational evenis or certain
services provided to customers); (j) cash generation, profit and/or revenue targets; (k) growth measures,
including revenue growth, reserve growth or reserve replacement, as compared {0 a peer group or other
benchmark; and/or (1) share price (including, but not limited to, growth measures and total shareholder
return). In setting performance goals using these performance measures, the Committee may exclude the
effect of changes in accounting standards and non-recurring unusual events specified by the Committee,
such as write-ofIs, capital gains and losses, and acquisitions and dispositions of businesses.

Other Terms of Awards

If an award is granted in the form of restricted stock, the Committee may include as part of such
award an entillement to receive dividends or dividend equivalenis. Dividends or dividend equivalents
which are not currently paid rnay, in the Committee’s discretion, accrue interest, be reinvested in
additional shares of Common Stock, or be credited as additional performance shares and paid to the
Participant if and when, and to the extent that, payment is made pursuant to such award,

The 1997 Plan provides for the forfeiture of awards in the event of termination of employment for a
reason other than death, disability, retirement, or any approved reason, unless the award provides
otherwise. The 1997 Pian authorizes the Committee to promulgate administrative guidelines for the
purpose of determining what treatment will be afforded to a Participant under the 1997 Plan in the event of
his or her death, disability, retiremnent, or termination of employment for an approved reason. Forfeiture is
also required if, in the opinion of the Committee, the Parlicipant competes with the Company without its
written consent, or if he or she :cts in a manner inimical to the Company's best interests.

Upon grant of any award, the Committee may, by way of an award notice or otherwise, establish such
cther items and conditions governing the grant of such award as are not inconsistent with the 1997 Plan.
The Cormunittee may unilaterally amend any award if such amendment is not adverse (o the Parlicipant.
The Company may deduct from any payment under the 1997 Plan the amount of any applicable income and
employment taxes, or may require the Participant to pay such taxes as a condition 10 making such
payment. A Participant may pay the amount of such taxes required to be withheld from any award, in
whole or in part, by requesting that the Company withhold from any payment of Common Stock due as a
result of such award, or by delivering to the Company, shares of Common Stock with a fair market value
less than or equal to the amount of the applicable withholding taxes. For this purpose, the shares to be
withheld shall be valued at the fair market value on the date the award s exercised or, in the case of
restricied stock, vests.

Nonassignability

All awards under the 1997 Plan may not be transferred (except by will or the laws of descent and
distribution or pursuant to an appropriate court order), and during a Participant’s lifctime may be
exercised only by the Participanl. except that, unless the Committee specifics otherwise, all awards of
nonqualified stock options or SARs will be transferable, subject to all the terms and conditions to which
such nonqualified stock options or SARs are otherwise subject, to (i} members of a Participant's
immediate family as defined in Rule 16a-1 of the Exchange Act or any successor rule or regulation,
(ii) trusts for the exclusive benefit of the Participant or such immediate family members or (lii) entities
which are wholly-ownted by the Participant or such immediate family members, provided that (a) there is
no consideration for such transfer and (b) subsequent transfers of transferred oplions are prohibited
(except by will or the laws of descent and distribution). Following transfer, any such optlions continue to
be subject to the same terms and conditions as were applicable immediately prior to transfer and, except
for events related Lo the termination of employmeni, of the Participant, the term "Participant”™ will refer o
the transferee.
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Change in Control/Change in Ownership

In the event of a Change in Control (as defined below), a Participant whose employment is terminated
within two years of the date of such event for a reason other than death, disability, Canse {(as defined in the
1997 Plan), voluntary resignation other than for Good Reason (as defined below) or retirement, would be
entitled to the following treatiment under the 1897 Plan; (i) all of the terms and conditions in effect on any
of the Participant's outstanding awards would immediately lapsc; (ii) all of the "articipant’s cutstanding
awards would automatically become one hundred percent vested; and (iii) all of the Participant's
outstanding stock options, SARs and restricted stock would immediately vest and the options and SARs
would be immediately cashed out on the basis of the Fair Market Value of the Common Stock on the
Acceleration Date {(as defined in the Plan). Such payments would be made as soon as possible, but no later
than the 90th day following such event

For purposes of the 1997 Plan, a Change in Control shall occur whenever:

(i) any person, other than the Company, one of our subsidiaries, or any employee henefit plan or
plans sponsored by the Comipany or any such subsidiary, is or has become the beneficial owner of
twenty percent (20%) or more of the combined voting power of the outstanding securities of the
Company ordinarily having the right to vole at the election of direclors,

(ii) our stockholders approve

(a) any consolidatinn or merger of the Company in which the Company is not the continuing
or surviving corporation or pursuant 1o which shares of stock of the Company would be
converted into cash, securities or other property, other than a consolidation or merger of the
Company in which the common stockholders of the Company immediately prior to the consol-
idation or merger have substantially the same proportionate ownership of common stock of the
surviving corporation inunediately after the consolidation or merger as immediately before,

(b) any consolidation or merger in which the Company is the continuing or surviving
corporation but in which the common stockholders of the Company immediately prior to the
consolidation or merger do not hold at teast a majority of the cutstanding common stock of the
continuing or surviving corporation (except where such holders of Common Stock hold at leasta
majority of the common stock of the corporation which owns all of the Common Stock of the
Company), or

(c) any sale, lease, exchange or other transfer (in one transaction or a series of related
transactions) of all or substantially all the assets of the Company, or

(iii) individuals who constituted the Board on January 1, 1987 (the “Incumbent Board™) have
ceased for any reason to constitule at least a majority thereof, provided that any person who has
become a director subsequent 1o January 1, 1997 or who hereafier becomes a director and whose
election, or nomination for election, was approved by a vote of at least three-quarters ( 3/4) of the
directors comprising the Incumbent Board shall be considered as though such person were a member
of the Incumbent Board.

A participant in the 1997 Plan shall have “Good Reason” to terminate employment if he or she shall
make a good faith determination that there has been any (i) material change in the participant’s functions,
duties or responsibilities which change could significantly impair the participant's position with the
Company; (ii} assignment or reassignment of the participant, without his or her consent, to another place
of employment more than 30 miles from the participant’s prior place of employment, or (iii) reduction in
the participant's total compensation or benefits or any component thereof.

The 1997 Plan also provides that upon a Change in Ownership (as defined in the 1997 Plan), all
Participants, regardless of whether their employment is terminated, would automatically receive the same
treatment afforded to a tenminated Participant under the Plan in the event of a Change in Control. The 1997
Plan defines a Change in Ownership as a change which results in the Company's Common Stock ceasing to
be actively traded on the New York Stock Exchange, another national stock exchange or the National
Association of Securities Dealers Automated Quotation System.
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Adjustment of Shares Available

In the event of changes in the Comunon Stock by reason of a Common Stock dividend, stock split,
reverse stock split or other combination, appropriate adjustment will be made by the Committee in the
aggregate number of shares of Common Stock available under the 1997 Plan, the number of shares of
Common Stock with respect to which awards may be granted to any Participant in any fiscal year, and the
number of shares of Common Stock, SARs, performance shares, Common Stock units and other stock-
based interests subject to outstanding awards, without, in the case of stock options, causing a change in
the aggregate purchase price to be paid for such shares of Common Stock.

The 1997 Plan also provides that in the event of a merger, consolidation, reorganization of the
Company with another corporation, a reclassification of the Comumon Stock, a spin-off of a significant
asset, or other changes in the capitalization of the Company, appropriate provisions will be made for the
protection and continuation of cutstanding awards by either (i) the substitution of appropriate stock or
other securities, or (ii) by appropriate adjustments in the number of shares issuable pursuant to the Plan,
the number of shares covered by outstanding Awards, the option price of outstanding stock options, and
the exercise price of cutstanding SARs, as deemed appropriate by the Committee.

Federal Income Tax Treatment

The following is a brief summary of the federal income tax aspects of the 1897 Plan, based on existing
law and regulations which are subiject to change. The application of state and local income taxes and other
federal taxes is not discussed.

A participant who is granted an incentive stock option is not required Lo recognize taxable income at
the time of the grant or at the time of exercise. Under certain circumstances, however, a participant may be
subject to the altemative minimum tax with respect to the exercise of his incentive stock options. The
Company is not entitled to a deduction at the time of grant or at the time of exercise of an incentive stock
option. If a participant does not dispose of the shares acquired pursuant to the exercise of an incentive
stock option before the later of two years from the date of grant of the option and one year from the
transfer of the shares to him, any gain or loss realized on a subsequent disposition of the shares will be
treated as long-term capital gain or loss. Under such circumstances, the Company will not be entitled to
any deduction for federal income tax purposes.

If a participant disposes of the shares received upon the exercise of any incentive stock option either
(1) within one year of the transfer of the shares to him or her or (2) within two ycars after the incentive
stock option was granted, the Participant will generally recognize ordinary compensation income equal to
the lesser of {a) the excess of the fair market value of the shares on the date the incentive stock option was
exercised over the purchase price paid for the shares upon exercise, and (b) the amount of gain realized on
the sale. If a Participant is required to recognize ordinary compensation income as a result of the
disposition of shares acquired on the exercise of any incentive stock option, the Company will be entitled
to a deduction for an equivalent amount.

A participant who is granted u non-qualified stock option does not have taxable income at the time of
grant, but does have taxable incone at the time of exercise equal to the difference between the exercise
price of the shares and the market value of the shares on the date of exercise. The Company is entitled to a
cormresponding deduction for the same amount.

The grant of a stock appreciation right will produce no federal tax consequences for the Participant or
the Company. The exercise of a stock appreciation right results in taxable income to the participant, equal
to the difference between the exercise price of the stock appreciation right and the fair market value of a
share on the date of exercise, and a corresponding deduction to the Company.

A participant who has been grinted shares of restricted stock will not be required to recognize taxable
income at the time of the grant, and the Company will not be entitled to a deduction at the time of the grant,
assuming that the restrictions constitute a substantial risk of forfeiture for federal income tax purposes.
When such restrictions lapse, the participant will recognize taxable income in an amount equal to the
excess of the fair market value of the shares at such time over the amount, if any, paid for such shares. The
Company will be entitled to a corresponding deduction subject to the limitations imposed under
Secton 162(m) of the Code,
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New Plan Benefits Table

The 1997 Plan authorized the Compensation Committee lo make awards within the limils contained in
the 1997 Plan, including a limit on the number of shares available for such awards. The Compensalion
Commitiee has made no preliminary determinations on who would gel how many awards under the 1897
Plan after the 2007 Annual Meeting. Information on option grants to the named executive officers during
fiscal 2006 is contained in the Option Grants in Fiscal 2008 table on page 20 of this Proxy Statement. The
following table contains additional information about grants of stock options under the 1997 Plan during
fiscal 2006, the most recently completed fiscal year,

NEW PLAN BENEFITS

Name and Positlon Dollar Value  Number of Units

Philip C. Ackerman . ......... ... ittt rraneenannans 3 666,690 100,000
Chief Executive Officer

David FE Smith . .. ..o it i i $ 366,845 55,000
President and Chief Operating Officer

Ronald J. Tanskd. . . .. ..o oo vt i i it ia i $§ 240,116 36,000
Treasurer and Principal Financial Officer

James A Beck ... ... ... i i i $ 0 0
President of Seneca Resources Corporation until 7/1/06

Dennis J. Seley . . ..o oot i i et $ 0 0
President of National Fuel Gas Distribution Corporation until 2/1/06

James D Ramsdell. . ... . . e e $ 80,039 12,000
Senior Vice President of National Fuel Gas Distribution Corporation

John R Pustulka . ....... .o it ittt $ 80,039 12,000
Senior Vice President of National Fuel Gas Supply Corporation

All current executive officers as a group (8 persons)(1) -............ $1,677480 261,600

All non-employee directors as a group (8 persons). . . ..o vvevir. s $ 0 0

All other employees who are not executive officers, including all
current officers who are not executive officers, as a group(2}....... § 995918 81,500

(1) The Company's executive officers are listed in the Company’s 2006 Annual Report and Form 10-K
which accoinpanies this Proxy Statement. All the Company’s execulive officers are eligible Lo receive
awards under the 1997 Plan and therefore have a substantial interes! in this matier.

(2) Reflects 65,500 options issued and valued at $6.6699/share “Grant Date Present Value;™ and 15,000
restricted stock valued at $34.94/share (fair market value at grant date).

The Board of Directors recommends a Vote FOR the above proposal

6. SHAREHOLDER PROPOSAL

A shareholder (the “Proponeni”) has indicated that he or she will present the proposal set forth below
for consideration by the shareholders at the Annual Meeting. The name, address and stock ownership of
the Proponent will be provided by the Company’s Secrelary to any shareholder promptly upon receipt of
any oral or written request The alffirmative vote of a majority of the voles cast on this proposal by the
holders of Common Stock entitled to vote is required to adopt this proposal.

“The stockholders recommend that the Board undo the large increases in compensation payable to
non-employee directors, and restore the compensation program in effect in fiscal 2003, for a minimum of
3 years, and that these changes occur effective beginning April 1, 2007. There is one exception —
Committee chairmen would receive no extra compensation {and certainly not the excessive 37,600 per
year now in effect) for service as such. This means thal non-employee directors would receive the
following annual compensation:

* Cash retainer of $20,000.

* Company common stock retainer of 1,200 shares.
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+ $1,500 per Board meeting attended.
¢ $1,200 per Board Committee meeting attended.
* $600 per special consultation at request of CEQ.

Further, the stockholders recommend that any later increases in non-employee director compensa-
tion not be payable until after (if) directors are reelected.

My stockholder proposal is necessary for these reasons.

In December 2004, non-employee directors greatly increased their own compensation, without
seeking stockholder approval. ‘The annual cash retainer was increased by 30% to $26,000, and the
compensation paid per Board and committee meeting was increased by 20% and 50% respectively, to
5$1,800. In fiscal 2005, the annual compensation of non-employee directors who attend 6 meetings of the
Board (the number held in 2005) as well as 8 meetings of the Compensation Committee (the number held
in 2005) was approximately $95,000, an outrageous amount for atiending a few meetings and reading a few
documents.

Some non-employee directors (e.g., Committee chairman) will receive more than $100,000 in fiscal
2006.

These figures are computed using a recent Company stock price of $37 per share.

Current compensation levels are even more outrageous when the following are considered:

» There is no public indication that anyone undertook any study justifying these large compensation
increases. Further, there is no evidence that the Company has had difficulties attracting and
retaining directors, Afler all, who wouldn't want to reccive close to $100,000 per year for a few days’
work?

» The Board has been derelict. It permitted Bernard Kennedy, recently retired CEQ, to plunder the
Company in the amount of approximately $67 million. {This is approximately the total value of the
cash, henefits, stock, stock options etc. provided and promised to Kennedy respecting his time as
Company CEO and retiree. These figures are derived from public filings.) Kennedy was paid
$23 million (cash) in 2004 alone.

* The Board has been imprudent in maintaining and increasing executives' benchts, while the
unfunded portion of executive and employee benefits exceeds $483 million (fiscal 2005 year end).

» As the Company's February 9, 2006 10-Q indicates (page 35), the Company recently settled
allegations of fraudulent conduct, by paying a large sum.

» As the front page article in the July 2, 2006 edition of the BufTalo News indicates, the Company has
its own stock option backdating scandal.

Thus, the directors allowed misconduct to flourish, were derelict in their duties, and don't deserve
reelection much less such rich pay packages.

My Proposal will reduce waste and save the Company money, and should be approved.”

Statement of the Board in Opposition to the Shareholder Proposal

Your Board of Directors recommends that you vote “AGAINST® this proposal. The proposal is
unnecessary, unwise and is motivated by the personal grievances of the Proponent, who is the life
companion of a disgruntled ex-employee who has repeatedly submitted similar proposals since 1998, This
proposal is part of that ex-employee’s long-running vendetta against the Company and certain of its
officers and directors. In the course of that campaign, that ex-employee has violated numerous court
otders, for which various courts have found him guilty of more than 80 counts of civil contempt of court
and 35 counts of criminal contempt. Nevertheless, the rules of the SEC require us to include the
Proponent's proposal and supporting statement.

If the Proponent’s proposal had been in effect throughout fiscal year 2006, the total savings to the
Company would have been less than $160,000, taken from among the seven individuals who served as
outside directors in fiscal 2006. The Board's compensation is described on page 8 of this Proxy Statement.

Last year, the Proponent's alrnost identical proposal received only 9.7% of the votes cast on it The
recommendation of Institutional Shareholders Services (ISS) published on January 31, 2006 was Lo vote
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against last year’s propesal. 1SS's recommendation noted that the Company’s directors were paid less than
the median of the director compensation for the peer group selected by ISS, and that “it appears that
director compensation was not out of line with peers.” The level of director fees for compensation of the
Company’s outside directors has not been changed since January 2005.

The compensation received by your outside directors was marginally increased effective January 1,
2005 after a review of the same peer group of 11 companies used for evaluating executive compensation
(see the Report of the Compensation Committee on pages 14-17 of this Proxy Statement), In December
2004, the Company’s outside directors were being paid below the median of the 1] companies in that peer
group, ranking seventh among 11. The moedest increase effective January 1, 2005 moved the Company up to
sixth (exacily the median) amony; those 11 peer companies. Comparing to a wider group of publicly traded
companies, in fiscal 2006 your outside directors were on average paid only 64% of the 2005 median
compensation for directors of the 350 companies in the “Mercer 350."

Contrary to the Proponent's misconception, there are more than “a few days of work™ involved in
being a director of a publicly traded company in the post-Enron, post-Sarbanes-Oxtey era. In fiscal 2006,
the Audit Committee met nine times and the Compensation Committee met six times. One outside director
attended seven board meetings and 18 committee meetings in fiscal 2006. Substantial preparation for these
meetings and substantial potential liability are integral parts of public company board membership.

Your Board of Directors consists of individuals with many years of successful experience in various
segmentls of the natural gas industry. Their skill, judgment and dedication ar¢ evidenced by the perfor
mance of the Company's stock as shown by the Corporate Performance Graph set forth on page 22 of this
Proxy Statement. Much of their compensation is in the form of Company Stock which they must retain
until after they leave the Board, and their holdings of Company Stock are set forth on pages 11-12 of this
Proxy Statcment. Their interests are aligned with the stockholders, and they are well worth the com-
pensation they receive from the Company.

The Board of Directors recommends a vote “AGAINST™ this proposal,

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires the Company's directors and officers,
and persons who own more than 109% of a registered class of the Company's equity securities, to file reports
of ownership and changes in ownership with the SEC and the NYSE. Directors, officers and greater-than
10% stockholders are required by SEC regulation to furnish the Company with copies of all Section 16(a)
forms they fite. Based solely on review of information furnished to the Company, reports filed through the
Company and/or written representations that no Form 6 was required, the Company believes that all
Section 16{a) filing requirements applicable to its officers, directors and grealerthan 10% beneficial
owners were complied with during fiscal 2006, except as described below.

All of the Section 16{a) reports filed by director Rolland E. Kidder regarding transactions in fiscal 2006
and 2006 timely and accurately disclosed the total number of shares of Company stock owned by him.
However, some filings have inadvertently contained errors in designating the respective number of shares
held by him “directly” and *indirectly.” SEC rules consider the Company stock held in the joint stock
brokerage account maintained by Mr. Kidder and his wife to be “directly” owned by Mr. Kidder, and the
Company stock registered in Mrs. Kidder's name or held in her stock brokerage account to be “indirectly”
owned by Mr. Kidder. Mr. and Mrs. Kidder are a happily married couple who file joint tax returns and
generally handle their finances us a joint pool of assels and expenses. Miscommunication among the
stockbroker, Mr. Kidder and the Company personnel who prepare Mr. Kidder's 16(a) reports resulted in the
recessary correclion of some of his 16(a) reports, which are thercfore considered not to have been filed
“on a timely basis.” Specifically, Mr. Kidder filed on December 28, 2005, Section 16(a) reports to report
(i) the movement in 2005 of 8,600 shares from the joint account (direct) into Mrs. Kidder's account
(indirect), and 2,165 shares from her account (indirect) into the joint account (direct), both considered
“gifts” because no money or other consideration changed hands; and (i) the correction of a report
disclosing sale into the market of [,600 indirectly owned shares in 2006, which was corrected to report that
transaction as a sale of shares directly owned by Mr. Kidder.
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CODE OF ETHICS

Pursnant to SEC Regulations, the Company has adopled a code of cthics that applies to the Company’s
principal executive officer, principal accounting officer, controller, other officers and employees that is
designed to deter wrongdoing and to promote honest and ethical conduct. The text of the code of ethics
can be viewed by going to the Company's website www.nationalfuelgas.com. Upon request, the Company
will provide to any person without charge a copy of the code of ethics. Requests must be made to the
Secretary at the principal offices of the Company.

DELIVERY OF PROXY MATERIALS TO HOUSEHOLDS

Only one copy of the Company’s Proxy Statement for the 2007 Annual Meeting of Stockholders and
one copy of the Company’s Annual Report and Form 10-K for the 2006 fiscal year are being delivered to
multiple stockholders who share an address unless the Company has received contrary instructions from
one or more of the stockholders. A separate proxy card and a separate notice of the meeting of
stockholders are being included for each account at the shared address.

Registered stockholders who share an address and would like to receive a separate annual report to
stockholders and/or a separate proxy statement for the 2007 Annual Meeting or in the future, or have
questions regarding the householding process, may contact the Company’s transfer agent, The Bank of
New York, by calling 1-800-648-8166 or by forwarding a written request addressed to The Bank of New
York, 101 Barclay St., 11 East, New York, NY 10286. Promptly upon request, additional copies of the
Company’s Annual Report and Form 10-K for the 2006 fiscal year and/or separate Proxy Statements (or the
2007 Annual Meeting will be sent. By contacting The Bank of New York, registered stockholders sharing an
address can also request delivery of a single copy of annual reports to stockholders or proxy statements in
the future if registered stockholders at the shared address are receiving multiple copies.

Many brokerage firms and other holders of record have also instituted householding procedures. If
your family has one or more “street name” accounts under which you beneficially own shares of Common
Stock, you may have received householding information from your broker, financial institution or other
nominee in the past. Please contact the holder of record directly if you have questions, require additiona)
copies of the Proxy Statement or our Annual Repori to Stockholders for fiscal 2006 or wish to revoke your
decision to household and thereby receive multiple copies. You should also contact the holder of record if
you wish to institute householding. These options are available to you at any time.

OTHER BUSINESS

The Board of Directors does not know of any business that will be presented for consideration at the
meeting except as set forth above, However, if any other business is properly brought before the meeting,
or any adjournment thereof, the Proxies will vote in regard thereto according to their discretion.

PROPOSALS OF SECURITY HOLDERS

Proposals that security holders intend to present at the 2008 Annual Meeting of Stockholders must be
received by the Secretary at the principal offices of the Company no later than Sepiember 8, 2007, in order
to be considered for inclusion in the Company’s proxy slatement and proxy for that meeting. Nolice of a
shareholder proposal submitted outside the processes of SEC Rule 14a-8 under the Securities Exchange
Act, for consideration at the 2008 Annual Meeting of Stockholders, shall be considered untimely unless
received by the Secretary at the Company’s principal office no later than September 17, 2007,

By Ogrper 0F T™HE BoarRD oF DiRRCTORS

ANNA Mg CeLLINO
Seerctary

January 12, 2007
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APPENDIX A TO PROXY STATEMENT

NATIONAL FUEL GAS COMPANY
DIRECTOR INDEPENDENCE GUIDELINES

AS AMENDED DECEMBER 8, 2005

The following Director Independence Guidelines (the “Guidelines™) have been adopted by the Board
of Directors (the "Board™) of National Fuel Gas Company (“National Fuel”) to assist the Board in the
exercise of its responsibilities to National Fuel and its shareholders. The Guidelines should be interpreted
in the context of all applicable laws and National Fuel's other corporate governance documents, and are
intended to serve as a flexible framework within which the Board may conduct its business. The
Guidelines are subject to modification from time to time, and the Board shall be able, in the exercise
of its discretion, to deviate from the Guidelines from time to time, as the Board may deem appropriate and
as required or permitted by applicable laws and regulations.

1. Effectiveness. The Guidelines will become effective on January 1, 2004.

2. Implementation. The Board will annually review the independence of all directors, affirmatively
make a determination as to the independence of each director and disclose those determinations, in each
case, consistent with the requirements of the New York Stock Exchange ("NYSE") and the Securities and
Exchange Commission (“"SEC"), as applicable.

3. Independence of at Least a Majority of the Board The Board will at all times have at least a
majority of directors who meet the criteria for independence required by the NYSE and the SEC.

4, Absence of a Malerial Relationship. In order for a director to be considered “independent,” the
Board must affimnatively determine, after consideration of all relevant facts and circumstances, that the
director has no direct or indirect materia! relationship with National Fuel or any subsidiary in a consol-
idated group with National Fuel (together, the “Company™). When assessing the materiality of a director’s
relationship with the Company, the Board will consider the issue not merely from the standpoint of the
director, but also from that of persons or entities with which the director has an affiliation.

6. Cooting-Off Period. A director will not be considered independent if:

(i) currently or within the preceding three years the director is or was employed by the
Company,;

(i) currently or within the last three years, an immediate family member of the director is
or was employed by the Company as an executive officer,

(iii) the director or an immediate family member of the director received during any twelve-
month period within the last three years more than $100,000 in compensation from the
Company (excluding (A) direclor and comnittee fees, (B) pension and other deferred
compensation for prior service provided such compensation is not conlingent in any
way on conlinued service and (C) compensation received by such immediate family
mernber for service as a non-executive employee of the Company);

(iv) the director (A) is a current partner or employee of a firm that is the present auditor of
the Company or (13) within the past three years was a partner or employee of such firm
and worked on the Company's audit;

(v)  an immediate family member of the director (A) is a current partner of a firm that is
the present auditor of the Company (B) is a current erployee of a firm that is the
preseni auditor of the Company and pariicipates in such finm's audit, assurance or tax
compliance practice or (C) within the past three ycars was a partner or employee of
such firm and worked on the Company's audit;

(vi) a present Company executive officer currently serves or within the past three years
served on the compensation committee of an entlty which employed the director or an
immediate family member of the director as an executive officer (this three year
cooling-off period shall apply to both service and employment); or




(vii) the director is an employee, or an immediate family member of the director is an
executive officer, of an entity that in any of the last three fiscal years made payments
to, or received payments from, the Company for property or services in excess of the
greater of (A) $1 million, or (B) 2% of the other entity’s consolidated gross revenues.
Contributions to tax-exempt organizations shall not be considered “payments.”

6. Calegorical Standards. Provided that the independence criteria set forth in Paragraph 6 above
are mey, the Board has determined that the following commercia! or charitable relalionships will not be
considered material relationships for purposes of determining whether a director is independent:

() the director is a member, partner or executive officer of, or of counsel to, an entity
(excluding any charitable organization) that makes annual payments to or receives
annual payments from the Company for property or services in an amount less than the
greater of (A) $1 million, or (B) 2% of the other's consolidated gross revenues for its last
completed fiscal vear;

(i) the director is an executive officer, trustee or director of an entity, and the Company's
discretionary charitable contributions Lo that entity are less than 5% of that entity's total
annual charitabie receipts for its last completed fiscal year; and

(iii) the director is an executive officer of an entity which is indebted to the Company, or to
which the Company is indebted, and the total amount of either’s indebtedness to the
other is less than 6% of its own total consolidated assets, measured as of the last fiscal
yearend

For purposes of the Guidelines:

‘immediate family member” means a person's spouse, parents, children, siblings, mothers
and fathers-in-law, sons and daughters-in-law, brothers and sisters-in-law and anyone (other
than domestic employecs) who shares such person’s home

For purposes of the Categorical Standards:

(i) The calculation of payments to and from the Company may exclude:
(A} payments determined by competitive bid or authorized by, or in conformity with, law
or governmental authority and (B) payments arising solely from the ownership of
securities of the Company with no benefit being received that is not shared on a pro rata
basis by all holders of the class of securities.

(ii) The calculation of indebtedness owed to or by the Company may exclude:
(A) debt securities publicly offered, lraded on a national exchange or quoted on an
automated quotation system of a regisiered securities association and (B) trade debt
subject to usual terms.

7. Relationships and Transactions Not Covered by the Categorical Standards. Any determination
by the Board that a director who has a business or other relationship that is not covered by the Categorical
Standards set forth in Paragraph 6 above is independent, will be disclosed by National Fuel in its annual
proxy statement, together with the basis for such deterrnination.

8. Affirmative Obligation of Dirvectors. Each director has an affirmative obligation to inform the
Board of any material change in his or her business or other relationships that may impact the Board's
determination with regard to his or her independence.

9. Disclosure by the Compony. The Board will cause National Fue! to disclose the following in its
annual proxy statemeni:
(i) the Guidelines, including the categorical standards adopled by the Board to assist it in
making determinalions regarding the independence of a direclor;

(ii} the identity of the independent directors and the basis for the affirmative
determinations of the Board regarding the independence of each director,
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(iid)

(iv)

a specific explanation of any determination by the Board that a director is independent
notwithstanding that the director does not meet the categorical standards set forth in
the Guidelines; and

charitable contributions by the Company to an entity that employs a director of the
Company as an executive officer if, within the preceding three years, contributions by
the Company in any fiscal year exceeded the greater of (A) $1 million, or (B) 2% of the
other entity's consnlidated gross revenues.

Al
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APPENDIX B TO PROXY STATEMENT

National Fuel Gas Company
Board of Directors
Audit Committee Charter

I. Orgapization

The Audit Committee (“Committee™) is a coramittee of the Board of Directors (“Board”) of National
Fuel Gas Company (*Company”). Its primary function is to assist the Board in fulfilling its oversight
responsibilities.

I1. Membership of the Committee

A. The Committee shall b appointed by the Board and shall be comprised of not less than three
members of the Board where at least one Committee member has accounting or related financial
management expertise as the Board interprets in its business judgment. The Board, in its
discretion, may remove a member of the Committee.

B. Each member of the Committee shall meet the requirements of the New York Stock Exchange
listing standards (the “Listing Standards®), and all other applicable laws and regulations, with
respect to audit committees, including Section 10A(m){3) of the Securities Exchange Act of
1934, as amended (*Act™), and the rules and regulations of the Securities and Exchange
Commissien (“Commission”™), as they may become applicable from time to time, as well as
the requirements of the Company's Corporate Governance Guidelines.

C. No member of the Commitiee may serve on the audit committecs of mare than three public
companics, including the Company, unless the Board has determined that such simultaneous
service would not impzir the ability of such member to serve effectively on the Commitiee,

II1. Committee’s Purpose

The Committee shall provide assistance to the Board in fulfilling its oversight responsibility to the
shareholders, potential shareholders, and investment community relating to the integrity of the Company's
financial statements, the independent auditors’ qualifications and independence, the Company’s compli-
ance with legal and regulatory requirements, and the performance of the Company's internal audit function
and independent auditors, The Committee shall also prepare an audit commitiee report required by the
Commission's proxy rules to be included in the Company'’s annual proxy statement.

IV. Committee's Authority and Responsibilities

The Committee shall perform all duties required by the Listing Standards, the Act and any other
applicable laws and regulations. The following shall be the principal recurring processes of the Committee
in carrying out its oversight responsibilities.

A.  Oversight of Company’s Relationship with the Independent Auditors

(1) Directly appoint, retain, compensate, evaluate, terminate and oversee the work of the
independent auditors for the purpose of preparing or issuing an audit report or other related
work.

(2) Pre-approve all audit and non-audit services to be provided to the Company by the
independent auditors, including the adoption by the Committee of any policies and pro-
cedures delailing services that the independent auditors are permitied Lo provide to the
Company without specific advance approval by the Committee {of which services the
Committee shall be informed at its next meeting), except that the Committee’s pre-approval
for non-audit services is not required to the extent such non-audil services meet the
de minimus exception requirements of Section 10A(1)(1)(B) of the Act. The Commitiee
may delegate to one or more designated Committee members the authority to grant pre-
approvals, provided that the decisions of any member to whom authority is delegated shall
be presented to the Committee at its next meeting.
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{3) Ensure that the lead audit partners assigned by the independent auditor, as well as the audit
partner responsible for reviewing the Company's audit and all other audit partners assigned
by the independent auditor shall be rotated at appropriaie intervals in compliance with
applicable laws, nules and regulations.

(4) Review and evalu:te, at least annually,
{2) The qualifications, performance, and independence of the independent auditors;

(b) A report by the independent suditor describing the independent auditor’s internal
quality-controt procedures; any material issues raised by the most recent intemnal
quality-control review, or peer review, of the independent auditors, or by any inquiry or
investigation hy governmental or professional authorities, within the preceding five
years, respecting one or more independent audits carried out by the independent
auditors, and any steps taken to deal with any such issues; and

(c) A repori by the independent auditor describing all relationships between the indepen-
dent auditors and the Company, in order to assess the independent auditors’
independence,

(5) Set clear policies for the hiring of employees or former employees of the Company's
independent anditors.

B. Financial Statement and Disclosure Matters

(1) Review and discuss with management and the independent auditors the annual audited
financial statements and quarterly financial statements, including the Company’s disclo-
sures under “Management's Discussion and Analysis of Financial Condition and Results of
Operations.”

(2) Discuss the Company's eamings press releases, as well as financial information and
eamings guidance provided to analysts and to rating agencies. This may be done generally
(i.e.,, discussion of the types of information to be disclosed and the type of presentation to be
made). The Committee need not discuss in advance each camings release or cach instance
in which the Company may provide earnings guidance.

(3) Discuss policies with respect to risk assessment and risk management in order to govern
the process by which the Company's exposure to risk is handled.

(4) Review with management its evaluation of the Company's internal control structure and
procedures for financial reporting and review periodically management's assessment about
the effectiveness of such internal controls and procedures, including any significant defi-
ciencies in, or material hon-compliance with such controls and procedures,

(6) Review and discuss periodically with the independent auditors:
(a) Al critical accounting policies and practices used.

(b) Al altemative accounting treatments of financial information within generally
accepted accounting principles for policies and practices related to material iterns
that have been discussed with management, including:

(i} Ramifications of the use of such altemative disclosures and treatments; and
(i) The treatinent preferred by the independent auditors.

{c) Other material written communications between the independent auditors and man-
agement, such as any management letter.

(6) Review with the independent auditors any audit problems or difficulties and manageraent's
response.

C. Intermal Controls and Internal Audit

B-2




(1) Receive and review a disclosure from the Chief Exccutive Officer and Chief Financial
Officer during their certification process for the 10-K and 10-Qs regarding:

(a) Any significant deficiencies in design or operation of intemal controls or material
weaknesses therein, and

(b) Any fraud, whether or not material, involving management or other employees who
have a significant role in the Company'’s intemal controls.

(2} Review with the independent audilors, the Company's intemal auditor, and financizl and
accounting personnel, the adequacy and effectiveness of the accounting and financial
conirols of the Company, and elicit any recommendations for the improvement of such
intemal control procedures or particular areas where new or more detailed controls or
procedures are desirable,

(3) Review the internzal audit functions of the Company including the proposed audit plans for
the coming year and the coordination of such plans with the independent auditors.

D. Compliance Programs. Review the procedures established to monitor and ensure compliance
with the Company’s Cocle of Business Conduct and Ethics and review management's response to
any material viotalion of the Policy.

E. OQutside Advisors. The Committee, in discharging its oversight role, is authorized to investigate
any other matter brought o its attention within the scope of its dulies, including engaging
outside legal and other advisors as the Comumitiee determines necessary Lo carry out its duties.

F. Funding. The Committee shall be provided adequate funding, as determined by the Committee,
for payment of compensation to the independent auditor, any advisors engaged by the Com-
mittee under Paragraph E, and ordinary administrative expenses necessary or appropriate to
carry out its duties.

G. Complaint Procedures. Establish procedures for the receipt, retention, and treatment of com-
plaints received by the Company regarding accounting, internal accounting controls, or auditing
matters, including procedures for the confidential, anonymous submission by employees of the
Company of concems regarding questionable accounting or auditing matters.

H. Meetings

(1) Meet as often as muy be deemed necessary or appropriate in the Committee’s judgment, at
least quarterly each year, and at such times and places as the Commitiee shall determine.

(2) Meet separately and perfodically with management, the intemnal auditors and the indepen-
dent auditors and cliscuss any matters they wish to bring to the Committee’s attention.

(3) Reportregularly to the Board and review with the Board any issues that arise with respectto
the quality or integrity of the Company's financial statements, the Company's compliance
with legal or regulaiory requirements, the performance and independence of the Company's
independent auditers, or the performance of the internal audit function.

(4) Review and assess the adequacy of this Charter on an annual basis and recommend any
proposed changes, as the Committee deems appropriate, to the Board for approval.
V. ANNUAL PERFORMANCE EVALUATION
Conduct and present to the Board an annual performance evaluation of the Committee.
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APPENDIX C TO PROXY STATEMENT

NATIONAL FUEL GAS COMPANY
CORPORATE GOVERNANCE GUIDELINES

Amended: December 7, 2006

The business of National Fiel Gas Company (the “Company™) is conducted by its employees,
managers and officers, under the oversight of the Board of Directors (the “Board™), in order to serve
the long-term interests of its shareholders. The Board and management recognize that the long-term
interests of sharcholders are served by considering the interests of customers, employees and the
communities in which the Company operates. [n addition, the Board requires directors, officers and
employees to comply with all legal and regulatory requirements and to adhere to the highest ethical
standards in the performance of their duties. To help discharge its responsibililies, the Board has adopled
the following guidelines on corporate governance matters.

1. Size of the Board

The Board shall consist of a number of directors, not less than seven nor more than eleven, as
determined by a majority vote of the full Board.

2. Independent Directors

A majority of the Board must qualify as independent directors under the listing standards of the New
York Stock Exchange (NYSE). The Board will annually review the relationship that each director has with
the Company (either direcly or as a partner, shareholder or officer of an organization that has a
relationship with the Company). The Board has established Director Independence Guidelines for
purposes of this review. All determinations of director independence will be disclosed in the Company's
annual proxy statement.

3. Director Qualifications

The Board, with input from the Nominating/Corporate Governance Committee, is responsible for
periodically determining the appropriate skills, perspectives, experiences, and characteristics required of
Board candidates, taking into account the Company's needs and current make-up of the Board. This
assessment should include knowledge, experience, and skills in areas critical to understanding the
Company and its business; personal characteristics, such as integrity and judgment; and candidates’
commitments to the boards of other publicly-held companies. Each Board member is expected to ensure
that other existing and planned future commitments do not materially interfere with the member’s service
as a director and that he or she devotes the time necessary to discharge his or her duties as a director.

The Nominating/Corporate Governance Committee is responsible for periodically reviewing these
qualification guidelines and recommending modifications, as appropriate. The Board believes the qual-
ification guidelines included as Exhibit A are currently appropriate, but it may change these guidelines as
the Company’s and Board's nceds warrant.

Directors are expected to carry out the functions of the Board in a professional and diligent manner,
and to spend the time and effort necessary to properly discharge such responsibilities. Accordingly, a
direcloris expected to regularly attend meetings of the Board and Committees on which such director sits,
with the understanding that on occasion a director may be unable to attend a meeting. A director who is
unable to attend a meeting is expected Lo notify the Chairman of the Board or the Chair of the appropriate
Committee in advance of such meeting. A director is also expected to review provided materials in
advance of a meeting.

4. Selection of New Directors

The Board is responsible for selzcting its members and nominating them for election by the stockholders
and for filling vacancies on the Boanl. The Nominating/Corporate Governance Committee will recormend to
the Board nominees for election, including, as appropriate, incumbent directors for re-election.

Stockholders may propose candidates for consideration in accordance with the Process for Iden-
tifying and Evaluating Nomineces for Director included as Exhibit B.
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In selecting individuals for nomination, the Committee will seek the input of the Chairman of the
Board and Chief Executive Officer and will evaluate candidates using the qualification guidclines included
as Exhibit A and the Process for Identifying and Evalualing Nominees for Director included as Exhibit B,
as they may be supplemented from time to time. Once a candidate is selected to join the Board, the
Chairman of the Board and/or the Chair of the Nominating/Corporate Governance Committee will extend
the invitation to join the Board on the Board's behalf.

6. Term Limits

The Board does not believe it should limit the number of terms for which an individual may serve as a
director. While term limits could help ensure fresh ideas, they also would force the Board to lose the
contributions of directors who have developed an insight into the Company. This insight and continuity of
directors is an advantage, not a disadvantage, As an altemnative to term limits, the Nominating/Corporate
Govemance Committee will review a director’s continuation on the Board whenever the director expe-
riences a change in professional responsibilities, as a way to assure that the director’s skills and
experience continue to match the needs of the Board. In addition, in connection with nomination of
the slate of directors that the Board proposes for election by stockholders each year, the Nominating/
Corporate Governance Committe: will consider re-nominated directors’ continuation on the Board and
take steps as may be appropriate to ensure that the Board maintaing an openness to new ideas.

Subject to paragraph 7, a director shall normally serve on the Board for a three-year term, except that
a director appointed to fil! a vacancy shall stand for election at the next annual meeting of shareholders.

6. Change in Professional Responsibilities

It is the view of the Board that each director who experiences a change in his or her business or
professional affiliation or responsibilities should bring this change to the attention of the Board and should
offer to resign. The Board does net believe that each director who retires or has a change in position or
responsibilities should necessarily leave the Board. The Nominating/Corporate Governance Committee
will, however, review the continueil appropriateness of Board membership under these circumstances and
make a recommendation to the Board.

This same guideline applies to any inside directors, including the Chiel Execulive Officer of Lhe
Company, in the event he or she o longer serves in that position.

7. Retirement Age

As a general rule, directors shall retire not later than the date of the first Annual Meeting of
Sharcholders following the date of their 72nd birthday.

8. Board Leadership
A.  Chuirman of te Board and Chief Executive Officer

1. The Chairman of the Board, who may also be the Chicf Executive Oflicer, shali be a director and
preside at all meetings of the Board and meetings of the sharcholders. The Chairman of the Board is
chosen on an annual basis by at least a majority vote of the remaining directors.

2. The Chief Executive Officer, who may also be the Chairman of the Board, shall be appointed by the
Board and serve at the pleasure of the Board.

B.  Succession Plorming and Leadership Development

Each year, the Chief Executive Officer will report to the Compensation Committee on succession
planning and his or her recommmendation as to a potential successor, along with a review of any
development plans recommended for such individuals. The Committee will make an annual report to
the Board on succession planning, and the Board will work with the Committee to evaluate potential
successors to the Chief Executive Officer. When the Compensation Committee and the Board review
management succession plans for the Chief Executive Officer, they will consider succession in the event of
an emergency or retirement of the Chief Executive Officer. The Committee and the Board will also review
succession candidates for executive officers other than the Chief Executive Officer and other senior
managers as it deems appropriate.
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9. Board Committces
A. Number of Commitices

Currently there arce four Committees: Executive, Audit, Compensation and Nominating/Corporate
Govermnance. The Board believes the current Committee stricture is appropriate. From time to time,
depending upon the circumstances, the Board may form a new Committee or disband a current
Committee.

B. Assignment qf Commitice Members

The Board appoints members. of the Committces on an annual basis, Vacancies in the Committees will
be filled by the Board. In making assignments to the Committees, only Independent Directors may serve on
the Audit Committee, the Compensation Committee, or the Nominating/Corporate Governance Commit-
tee, and at least one member of the Audit Committee must have accounting or financial management
experience, as defined by the U.S. Securities and Exchange Commission rules or as required under
applicable New York Stock Exchange listing requirements. Additionally, a member of the Audit Committee
may not sit on more than three other Audit Committees of other public companies, unless the Board
determines that such commitments would not impair his or her effective service to the Company.

The Board will take into account tenure on a Committee and give consideration to rotating Committee
members periodically, but the Board does not feel that rotation should be mandated as a policy.

C. Commiltee Charicrs and Authority

The Audit Committee, Compensation Committee and Nominaling/Corporate Governance Commitiee,
each have a written charter, which has been approved by the Board. Each charter delegates certain
responsibilities to the respective Committee.

The Executive Committee may exercise Board authority with respect to matters other than those for
which action of the full Board is required under applicable law.

Unless delegated Lo one of the Commitlees either in the Charter, the Bylaws, a resolution of the Board
or a vote of stockholders, each Committee shall make recommendations to the Board and the Board will
consider and approve the recommendations. The Committee charters may be changed from time to time
by approval of the Board.

10. Board Meetings

A.  Number of Mcetings

The Board has at Jeast four scheduled meetings per year at which it reviews and discusses reports by
management on the performance of the Company, its plans and prospects, as well as immediate issues
facing the Company.

B. Agenda ltems

The Chairman of the Board and the Chief Exccutive Officer shall establish the agenda for Board
meetings. Any direclor may request inclusicn of an item on the agenda. The Chairman of the Board shall
preside over Board meetings.

C.  Distribution of Board Materials in Advance
Materials for review, discussiaon and/or action of the Board should be distributed to Board members in
advance of meetings whenever practicable.

D. Non-Management Director Meetings

The non-management directors will meet at regularly scheduled executive sessions without man-
agement. The Audit Committee Chair, Nominating/Corporate Governance Committee Chair and Com-
pensation Comumnittee Chair may call the non-management directors to additional sessions without

management.
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11. Board Performance Evaluation

The Board and each Committee will perform an annual self-evatuation. Each year the directors will
provide assessments of the effectiveness of the Board and the Committees on which they serve, These
evaluations will be submitted to the Nominating/Corporate Governance Comumittee which will review
them and determine if any additional evaluation is necessary. If the Nominating/Corporate Governance
Committee determines that additional evaluation is necessary, it may elect to have such evaluation
performed intemally, or by an independent corporate governance expert. The Nominating/Corporate
Governance Committee will report all evaluation results to the Board and make recommendations for
areas which, in its judgment, require improvement.

12. Board Compensation

The Board has sought and received shareholder approval of the current form of director compen-
sation. The Board's compensation philosophy is that directors (other than those who are also salaried
officers of the Company or any of its subsidiaries) are entitled 1o recelve reasonable compensation for
their services and reimbursement for certain expenses, as may be determined by the Board, The
Compensation Committee shall have the responsibility for recommending to the Board changes in
compensation levels for noncmployee directors. In discharging this duty, the Committee shall be guided
by four general principles: compensation should fairly pay directors for work required; compensation
should attract and retain highly qualified candidales for Board membership; compensation should align
directors’ inlerests with the long-tern interests of shareholders; and compensation should be transparent
and as simple as possible within the limitations of tax and legal considerations.

Reasonable compensation also may be paid to any person (other than a salaried officer or employee of
the Company or any of its subsidiaries) formally requested by the Board to attend a meeting.

13. Board Access to Company Management and Employees

Board members will have access to all Company management. Independent Board members may
consult with managers without senior corporate management present. Management is encouraged to
invite Company personnel to any Board meeting at which their presence and expertise would help the
Board to have a full understanding of matters being considered and to introduce managers with significant
potential.

14. Access to Independent Advisors

The Board shall have the power at any time to retain independent oulside financial, legal or other
advisors, at the Company's experise,

16. Director Contact with the Company's Constituencies

Except as otherwise required by NYSE listing standards or applicable law, conumunications with
parties external Lo the Company {including but not limited to shareholders, the media, attorneys, vendors,
service providers, etc.) shall be the responsibility of the Chief Executive Officer or delegated by the Chief
Executive Officer to the appropriate area of the Company. The directors will be consulted from time to
time for their advice, as the Chiel Executive Officer so determines.

16. Director Orientation and Conlinuing Education

All directors, upon their initial appointment to the Board, shall attend an educational session, thereby
enabling them to better perform their duties and recognize and deal with various issues that may arise
during their tenure as directors. Subsequently, the directors shall attend ongoing educational programs
related to their Board service as the Board deems appropriate.

17. Amendment and Interpretation

These Guidelines are in addition to and are not intended to change or interpret any federal or state law
or regulation, or the Company’s Certificate of Incorporation or Bylaws or any Committee Charter reviewed
and approved by the Beard. The Guidelines are subject to modification from time to time by the Board.
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EXIIBIT A
TO
NATIONAL FUEL GAS COMPANY
CORPORATE GOVERNANCE GUIDELINES

NATIONAL FUEL GAS COMPANY
DIRECTOR QUALIFICATION GUIDELINES

The Board of Directors in considering qualifications of directors standing for re-election and can-
didates for Board membership will consider the following factors, in addition to those other factors it may
deem relevant:

1. Strong management experience, ideally with major public companies,

2. Other areas of expertise or experience that are desirable given the Company’s business and the
current make-up of the Board, such as expertise or experience inc the natural gas industry, information
technology businesses, manufacturing, financial or investment banking, scientific research and develop-
ment, senior level government experience, and academic administration or teaching,

3. Desirability of range in age, o that retirements are staggered to permit replacement of directors of
desired skills and experience in a way that will permit appropriate continuity of Board members.

4. Independence, as defined by the Board.
5. Diversity of perspectives brought 1o the Board by individual members.

6. Knowledge and skills in accounting and finance, business judgment, general management prac-
tices, crisis response and management, industry knowledge and leadership.

7. Personal characteristics matching the Company's values, such as integrity, accountability, financial
literacy, and high performance stzndards.

8. Additional characteristics, such as:

a) willingness to commit the time required to fully discharge their responsibilities to the Board,
including the time to prepare for Board and Corunittee meetings by reviewing the material
supplied before each meeting;

b)) commitment to attend a minimum of 75% of meetings;
c) ability and willingness to represent the stockholders' long and short-term interests;

d.) awareness of the Company's responsibilities to its customers, employees, suppliers, regu-
latory bodies, and the communities in which it operales; and

e) willingness to advance their opinions, but once a decision is made by a majority of the Board,
a willingness to support the majority decision assuming questions of ethics or propriety are
not involved.

9. The number of commitments to other entities, with one of the more important factors being the
number of other public-company boards on which the individual serves.

10. In order to qualify for election as a direclor, a nominee must be a shareholder of the Company.




EXHIBIT B
TO
NATIONAL FUEL GAS COMPANY
CORPORATE GOVERNANCE GUIDELINES

NATTONAL FUEL GAS COMPANY
NOMINATING/CORPORATE GOVERNANCE COMMITTEE

Process for Identifying and Evaluating Nominees for Director

1. The Nominating/Corporate Governance Commitiee (the Committee) will observe the following
procedures in identifying and eveluating candidates for election to the Company's Board of Directors.

2. The Company believes that the continuing service of qualified incumbents promotes stability and
continuity in the boardroom, contributing to the Board's ability to work as a collective body, while giving
the company the benefit of the familiarity and insight into the Company’s affairs that its directors have
accumulated during their tenure. Accordingly, the process of the Committee for identifying nominees shall
reflect the Company's practice of re-nominating incumbent directors who continue to satisfy the Board’s
criteria for membership on the Board, whom the Committee believes continue to make important
cantributions to the Board and who consent to continue their service on the Board.

3. Consistent with this policy, in considering candidates for election at annual meetings of stock-
holders, the Committee wilt consider the incumbent directors whose terms expire at the upcoming
meeting and who wish to continue their service on the Board.

4. The Board will evaluate the qualifications and performance of the incumbent directors who desire
to continue their service. In particular, as to each such incumbent director, the Comunittee will —

{a) consider if the director continues to satisfy the Director Qualification Guidelines which are
Exhibit A to the Company's Corporate Governance Guidelines;

(b) review any prior assessments of the performance of the director during the preceding term
made by the Committee; and

(c) delermine whether Lhere exist any special, countervalling considerations against re-nom-
ination of the director.

6. If the Committee determines that:

(a) an incumbent director consenting to re-nomination continues to be qualified and has
satisfactorily performed his or her duties as a director during the preceding term; and

{b) there exist no reasons, including considerations relating to the composition and functional
needs of the Board as a whole, why in the Committee’s view the incumbent should not be re-
nominated, the Comnmittee will, absent special circumstances, propese the incumbent
director for re-nomination.

6. The Comumittee will identify and evaluale new candidales for election to the Board, including for
the purpose of filling vacancies arising by reason of the resignation, retirement, removal, death or
disability of an incumbent director or the desire of the directors to expand the size of the Board.

7. The Committee will accept recommendations for nominees from persons that the Committee
believes are likely to be familiar with quatified candidates. These persons may include members of the
Board, including members of the Committee, and management of the Company. The Committee may also
determine to engage a professional search firm to assist in identifying qualified candidates. If such a firm is
engaged, the Committee shall set its fees and the scope of its engagement.

8. As to each recommended candidate that the Commitiee believes merits consideration, the Com-
mittee will:
(2) cause to be assembled information concerning the background and qualifications of the
candidate;

(b) determine if the candidate satisfies the Director Qualification Guidelines whwh are Exhibit A
to the Company’s Corporate Governance Guidelines; if so, then
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(c) consider the conbibution that the candidate can be expecled o make 1o the overnll
functioning of the Board.

#. The Committee shall solicit the views of the Chief Executive Officer and the Chairman of the
Board, and the views of such other persons as the committee deems appropriate, regarding the quali-
fications and suitability of candidates to be nominated as directors.

10. In its discretion, the Committee may designate one or more of its members (or the entire
Commitiee) to interview any proposed candidate.

11. Based on all available information and relevant considerations, the Committee will select a
candidate who, in the view of the Committee, is suited for membership on the Board, The Committec will
then recommend to the Board that the candidate be nominated. The Board wouwld then, if it chooses,
nominate the candidate by a resolution adopted by the Board at a meeting or by unanimous written
consent.

12, Stockholders may propose candidates for consideration by the Committee by communication
directed to the Company's Secretary at its principal office, received no later than 1656 days before the
scheduled date of the next annual meeting pursuant to the Company’s bylaws, which communication must
include all information relating to such person that is required to be disclosed in solicitations of proxies for
election of directors in an election contest, or is otherwise required, in each case under applicable SEC
regulations, including such person's written consent to be named in the proxy statement as a nominee and
to serving as a directorif elected. In making its selection, the Committee will evaluate candidates proposed
by stockholders owning at least two percent (2%) of the Company's outstanding common stock, under
criteria similar to the evaluation of other candidates. The Comumittee shall have no obligation whatsoever
to consider other unsolicited recornmendations received from stockholders proposing candidates for the
Board. The Committee may consider, as one of the factors in its evaluation of stockholder recommended
norinees, the size and duration of the interest of the recommending shareholder or shareholder group on
the equity of the Company, and the candidate's relationship to that stockholder or group, in order to
determine whether the candidate can effectively represent the interests of all stockholders. The Com-
mittee may also consider the extent to which the recommending stockholder or group intends to continue
holding its interest in the Company, including, in the case of nominees recommended for eleclion at an
annual meeting of stockholders, whether the recommending stockholder intends to continue holding its
interest at least through the time of such annual meeting.
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APPENDIX D TO PROXY STATEMENT

NATIONAL FUEL GAS COMPANY
REPORTING PROCEDURES FOR ACCOUNTING AND AUDITING MATTERS

I. Purpose

National Fuel Gas Company (“ Company”) has a longstanding commitment te comply with federal and
state securities laws and regulations, accounting standards, accounting controls and audit practices. In
furtherance of this commitment, the Audit Committec of the Company’s Board of Directors has estab-
lished these Reporting Procedures for Accounting and Auditing Matters (“Procedures”), which provide for
(i) the receipt, retention, and treatment of complaints received by the Company regarding accounting,
intemal accounting controls, or auditing matters; and (ii) the confidential, anonymous submission by
employees of the Company of concemns regarding accounting or auditing matters.

Il. Scope
These Procedures apply to all employees of all divisions and subsidiaries of the Company.

I11. Procedures
A. Making a Report of Accounting and Auditing Matters

1. Anemployee with a concem or complaint regarding accounting, intemnal accounting controls,
or auditing matters (collectively “Accounting and Auditing Matters™) may report such con-
cermns, on a confidential and anonymous basis if the employee so desires, as [ollows:

a. Viathe Company’s dedicated toll-free hotline (1-800-605-1338) operated by a third party
service company; or

b. In writing in a sealed envelope addressed to the Chairman of the Audit Committee,
National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221. The sealed
envelope should be labeled with a legend such as: “Submitted pursuant to the Reporting
Procedures for Accounting and Auditing Maiters.”

2. A sufficiently detailed description of the factual basis for the report should be given in order
to allow appropriate investigation into the matter.

B. Treatment of Reports

1. Al reports will be forwarded to the Chairman of Audit Committee, the Chief Auditor, and
General Counsel.

2. Upon receipt of a repcrt, the Chiefl Auditor will determine whether the complaint pertains to
Accounting and Auditing Matters. If the report does not pertain to Accounting and Auditng
Matters, the Chiel Auditor and General Counsel will decide together on the appropriate
disposition.

3. Reports relating to Accounting and Auditing Matters will be promptly investigated by the
Chief Auditor under the Audit Committee’s direction and oversight, and may involve the
assistance of other Company resources as needed. To the fullest extent possible, such
investigations and reports will be kept confidential.

4. If the results of an investigation indicate that corrective action is requircd, the Audit
Comumittee will decide what steps should be taken to rectify the problem and reduce the
likelihood of recurrence, and may also recommend appropriate discipline.

5. No person making 4 report under these Procedures shall be subject 1o retaliation because of
making a good faith report. In addition, any employee of the Company responsible for
retaliating against individuals who in good faith report concerns regarding Accounting and
Auditing Matters will be subject to disciplinary action, up to and including termination. Any
employee making a bad faith report, including a report made for the purpose of harassing or
maliciously injuring the subject of the report, will be subject to disciplinary action, up to and
including termination.
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C. Retention of Reporils and Investigation Documents

The Chief Auditor will maintain, in accordance with the Company’s document retention policy, a
complete record of all reports received (including those determined not to pertain to Accounting and
Auditing Matters), all records associated with reports of Accounting and Auditing Matters, the treatment
of reports of Accounting and Auditing Matters under these Procedures, and the ultimate disposition of
Accounting and Auditing Matters reports. In addition, the Chief Auditor shall prepare an update on the
status of (i) all reports of Accounting and Auditing Matters under investigation, and (ii} those reports of
Accounting and Auditing Matters whose investigation has been concluded since the previous status
update. Status updates shall be provided on a monthly basis for the Chairman of the Audit Committee and
shall be provided on a quarterly basis for the entire Audit Committee.

IV. Administration of Proceduores

The Audit Commmitiee is the issuer and owner of these Procedures. These Procedures shall be subject
to periodic review and revision by the Audit Committee as necessary or appropriate. The Audit Committee,
in consultation with the Company’s Chief Auditor, shall have the authority to make any interpretations
regarding the operation of these Procedures.
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APPENDIX E TO PROXY STATEMENT

NATIONAL FUEL GAS COMPANY
2007 ANNUAL AT RISK COMPENSATION INCENTIVE FLAN

1, Definitions
As used with respect to At Risk Awards, the following terms shall have the following meanings:

(a) “Acceleration Daie” means (i) in the event of a Change in Ownership, the date on which such
change occurs, or (ii) with respect to an Eligible Employee who is eligible for treatment under paragraph 8
hereof on account of the termination of his employment following a Change in Control, the date on which
such termination occurs.

(b) “Award Notice” means a written notice from the Company o a Participant that sets forth the
terms and conditions of an Award in addition to the terms and conditions established by this Plan and by
the Comumittee's exercise of its administrative powers.

(c) “At Risk Award” means an award granted by the Committee to a Participant under this Plan, and
entitling the Participant to a cash payment based upon the extent to which gpecified Performance Goals
are attained for a specified Perforrnance Period, pursuant 1o such terms and conditions as the Committee
may establish in an Award Notice. No Eligible Employee may receive more than one At Risk Award under
this Man in any fiscal year. In no event will the maximum value of any At Risk Award to any Eligible
Employee in any fiscal year exceed the lower of (i) twice that employee's base salary for that fiscal year, or
(ii) two million dollars. An At Risk Award may be granted singly, in combination or in the alteralive with
other Awards granied under any Company benefit plan.

{d) "Board” means the Board of Directors of the Company.

(e) “Cause” means (i) the willful and continued failure by a Participant to substantially perform his
dutics with his employer after writien warnings specifically identifying the lack of substantial perfor-
mance are delivered Lo him by his employer, or (ii) the willful engaging by a Participant in iliegal conduct
which is materially and demonstrably injurious to the Company or a Subsidiary.'

() “Changein Control”shall be deemed to have occurred at such time as (i) any "person” within the
meaning of Section 14(d) of the Exchange Act, other than the Company, & Subsidiary, or any employee
benefit plan or plans sponsored by the Company or any Subsidiary, is or has become the "beneficial
owner,” as defined in Rule 13d-3 urder the Exchange Act, directly or indirectly, of twenty percent (20%) or
more of the combined voting power of the outstanding securities of the Company ordinarily having the
right to vote at the election of dircctors, or (ii) approval by the shareholders of the Company of (a) any
consolidation or merger of the Company in which the Company is not the continuing or surviving
corporation or pursuant to which shares of stock of the Company would be converted into cash, securilies
or other property, other than a consolidation or merger of the Company in which the common share-
holders of the Company immediately prior to the consolidation or merger have substantially the same
proportionate ownership of common stock of the surviving corporation immediately after the consoli-
dation or merger as immediately before, or (b) any consolidation or merger in which the Company is the
continuing or surviving corporation but in which the common shareholders of the Company immediately
prior to the consolidation or merger do not hold at least a majority of the outstanding common stock of the
continuing or surviving corporation (except where such holders of Common Stock hold at least a majority
of the common stock of the corporation which owns all of the Common Stock of the Company), or (¢) any
sale, lease, exchange or other transfer (in one transaction or a series of related transactions) of all or
substantially all the assets of the Company, or (jii) individuals who constitute the Board on January 1, 2007
(the "Incumbent Board”) have ceased for any reason Lo constitute al least a majority thereof, provided that
any person becoming a director subsequent to January 1, 2007 whose election, or nomination for eleclion
by the Company’s shareholders, was approved by a vote of at least three-quarters (3/4) of the directors
comprising the Incumbent Board {either by specific vote or by approval of the proxy statement of the

! NOTE for internal use: This definition was written so as to be a high standard, not easy to prove. To
give the Committee the greatest possible fiexibility, this could be amended for future awards to a lower
standard such as the "inimical” language in paragraph 8, but that could not be applied to existing At Risk
awards because that would be an adverse change in an existing award without the Participant's consent.
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Company in which such person is named as nominee for director without objection to such nomination)
shall be, for purposes of this Plan, considered as though such person were a member of the Incumbent
Board.

(g) “Change in Oumership” means a change which results directly or indirectly in the Company's
Common Stock ceasing 1o be actively traded on a national securitics exchange or the National Association
of Securities Dealers Aulomated Quotation System.

(h) “Codc" means the Internal Revenue Code of 1986, and the rules, regulations and interpretations
promulgated thereunder, as amended from time to time.

(i} “Commitlee” means the Compensation Committee of the Board, or such other committee des-
ignated by the Board as authorized to administer this Plan with respect to At Risk Awards. The Committee
shall consist of not less than two members, each of whom shall be “outside directors™ as defined by
Section 162(m) of the Code and the rules, regulations and interpretations promulgated thereunder, as
amended from time to time.

() “Common Stock” means the common stock of the Company.
(k) “Company” means National Fuel Gas Company.

(1} “Eligible Employce™ means those employees of the Company or its Subsidiaries who are expected
Lo constitute “covered employces™ within the meaning of Section 162{m} of the Code for the applicable
fiscal year(s), and any other key management employee to whom an At Risk Award has been granted by the
Committee.

(m) “Ezchange Act” means the Securities Exchange Act of 1934, as amended from time to time.

{n) “Good Reason” means a good faith determination made by a Participant that there has been any
(i) material change by the Company of the Participant’s functions, duties or responsibilitics which change
could cause the Participant's position with the Company to become of less dignity, responsibility,
importance, prestige or scope, including, without limitation, the assignment {o the Participant of dulies
and respongibilities inconsistent #ith his positions, (i) assignment or reassignment by the Company of the
Participant without the Participant’s consent, to another place of employment more than 30 miles from the
Participant’s current place of employment, or (iii) reduclion in the Participant’s total compensation or
benefits or any component thereof, provided in each case that the Participant shall specify the event relied
upon for such determination by written notice to the Board at any time within six raonths after the
occurrence of such event.

(o) “"Participant” means any individual who is holding an At Risk Award granted by the Commitiee
under this Plan.

(p) “"Performance Period” means the period established by the Committee in the Award Notice, for
measurement of the extent to which a Performance Goal has been satisfied.

(@ “Performance Goal” means the performance objectives of camings per share, Subsidiary net
income and customer service/other goals, cstablished by the Committee for cach Eligible Employee who
receives an Al Risk Award.

(r) “MNan”means this National Fuel Gas Company 2007 Annual At Risk Compensation Incentive Plan,
as amended from time to time. Any reference in this Plan Lo a paragraph number refers to that portion of
this Plan.

(5) “Subsidiary” means a corporation or other business entity in which the Company directly or
indirectly has an ownership interest of eighty percent (80%) or more.

2. Administration

With respect to At Risk Awards the Committee is given full authority to (a) make reasonable, good
faith interpretations of this Plan and of Section 162(m) of the Code, to the extent not addressed by
regulation, proposed regulation or pubtlicly available interpretation of the Intemal Revenue Service;
(b) determine who shall be Eligible Employees and select Eligible Employees to receive At Risk Awards;
(¢) determine all the other terms and conditions of an At Risk Award, including the time or times of making
At Risk Awards to Eligible Employees, the Performance Period, Performance Goals, and levels of At Risk
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Awards Lo be eamned in relation to levels of achievement of the Perforrnance Goals, and such other
measures as may be nccessary or desirable to achieve Lthe purposes of this Pian; (d) determine whether Al
Risk Awards are to be granted singly, in combination or in the altemnative with other Awards under any
other Company benefit plans; (e) grant waivers of Plan terms and conditions, provided thai any such
waiver shall not be inconsistent with Section 162(m) of the Code and the rules, regulations and inter-
pretations promulgated thereunder, as amended from time to time; and (f} accelerate the vesting, exercise
or payment of any At Risk Award or the Performance Period of an At Risk Award when any such action
would not cause compensation paid or payable under such At Risk Award to cease to be deductible by the
Company for federal income tax purposes. The Committee shall also have the authority to grant At Risk
Awards in replacement of Awards previously granted under this Plan or awards under any other executive
compensation or stock option plan of the Company or a Subsidiary.

All determinations of the Committee shall be made by a8 majority of its members, and its determi-
nations shall be final, binding and conclusive. The Committee, in its discretion, may delegate its authority
and duties under this Plan with respect to At Risk Awards Lo the Company’s Chief Executive Officer or to
other senior officers of the Company, but only to the extent, if any, permitted by Section 162(m) of the
Code and notwithstanding any other provision of this Plan or an Award Notice, under such conditions as
the Committee may establish. For the avoidance of doubt, neither the Comunittee nor any delegate thereof
shall take any action under this Pian, including without limitation pursuanl to this paragraph 2 or
paragraphs 6 or 7, which would result in the imposition of an additional tax under section 409A of the
Code on the Eligible Employee holding an At Risk Award granted hereunder.

3. Grant of At Risk Awards

At Risk Awards may be made to any Eligible Employee [or each of the fiscal years of the Company
commencing with the 2007 fisca) year; provided, however, that At Risk Awards for a fiscal year may only be
made within the time allowed under Section 162{m) of the Code and the rules, regulations and interpre-
tations promulgated thereunder, s amended from time to time, applicable to such fiscal year, At Risk
Awards are made by means of an Award Notice.

4. Payment of at Risk Awards

Each At Risk Award granted to a Participant shall entitle such Participant to receive a cash payment
based upon the extent to which such Participant's Performance Goals for a particular Performance Period
are atiained, as specified by the Committee in the Award Notice and certified in writing by the Committee
that such Participant’s Performance Goals have been attained. Payment of earned At Risk Awards shall be
made in cash promptly after such certification. The Company shalt be entitled to deduct from any payment
under this Plan the amount of all applicable income and employment taxes required by law to be withheld
with respect to such payment or may require the participant to pay to it such tax prior tp and as a condition
of the making of such payment.

5. Termination of Employment, Retirement, or Death of Participant

(a) General Rule. If a Participant’s employment with the Company cor a Subsidiary terminates for a
reason other than death, disability, retirement, or an approved reasen, all unearmed or unpaid At Risk
Awards shall be canceled or forfeited as the case may be, unless otherwise provided in this Section or in
the Eligible Employee's Award Notice. The Comumittee shall have the authority to promulgate rules and
regulations to (i) determine what events constitute disability, retirement, or termination for an approved
reason for purposes of the Plan, and (ii) determine the treatment of a Participant under this Plan in the
event of his death, disability, retinsment, or termination for an approved reason.

(b) In the event of the disability, retirement or termination for an approved reason of a Participant
during a Performance Period, his participation shall be deemed to continue Lo the end of the Performance
Period, and he shall be paid a percentage of the amount eamed, if any, according to the terms of the At Risk
Award, proportionate to his period of active service during that Performance Period.

(c) In the event of the death of a Participant during a Performance Period, the Paricipant’s
designated benefictary (or if none, then the Participant's estate} shall be paid an amount proportionate
to the period of active service during the Perforrnance Period, based upon the maximum amount which
could have been eamed under the At Risk Award.
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6. Amendments to at Risk Awards

The Committee may, at any time, unilaterally amend any uneamed or unpaid At Risk Award, including
At Risk Awards eamed but not yet paid, to the extent it deems appropriate; provided, however, that any
such amendment which is adverse to the Participant shall require the Participant’s consent; and provided
further, however, that the Committee shall have no authority to make any amendment which would cause
compensation paid or payable under the At Risk Award o cease to be deductible by the Company for
federal income tax purposes.

7. Amendment to Plan

Subject to the shareholder approval requirements of Section 162(m) of the Code, the Committee may,
from time to time, amend this Plan in any manner.

8. Change in Control and Change in Ownership

(a) Background. All Participants shall be eligible for the treatment afforded by this paragraph 8§ if
there is a Change in Ownership or if their employment terminates within three years following a Change in
Control, unless the termination is due to (i) death; (i) disability entitling the Participant to benefits under
his employer’s long-lerm disability plan; (iii) Cause; (iv) resignation by the Participant other than for Geod
Reason; or (v) retirement entilling the Participant to benefits under his employer’s retirement plan

(b) Vesting. If a Participant is eligible for treatment under this paragraph 8, the provisions of this
paragraph shall determine the manner in which such At Risk Award shall be paid to him. For purposes of
making such payment, each “curn2nt performance period” (defined to mean a Performance Period which
period has commenced but not yet ended), shall be treated as terminating upon the Acceleration Date, and
for each such “current performance period” and each “completed performance period” (defined to mean a
Performance Period which has ended but for which the Committee has not, on the Acceleration Date,
made a determination as to whether and to what degree the Performance Goals for such period have been
attained), it shall be assumed that the Performance Goals have been attained at a level of 100% or the
equivalent thereof. If the Participant is participating in one or more “current performance periods,” he
shall be considered to have earned and, therefore, to be entitled to receive, a prorated portion of the At
Risk Awards previously granted Lo him for each such Performance Period. Such prorated portion shall be
determined by multiplying 10056 of the At Risk Award granted to the Participant by a fraction, the
numerator of which is the total nurnber of whole and partial years (with each partial year being treatedas a
whole year) that have elapsed sirce the beginning of the Performance Period, and the denominator of
which is the total number of years in such Performance Period. A Participant in one or more “completed
performance periods” shall be considered to have eamed and, therefore, be entitled to receive 100% of the
At Risk Awards previously granted to him during each Performance Period.

(c) Peymentof Awards. 1f a Participant is eligible for treatment under this paragraph 8, whether or
not he is stll employed by the Company or a Subsidiary, he shall be paid, in a single Jump sum cash
payment, as soon as practicable but in no event later than 90 days after the Acceleration Date, for all
outstanding At Risk Awards.

(d) Misccllancous. Upon a Change in Control or a Change in Ownership, (i) the provisions of
paragraphs 5 and 9 hereof shall become nidl and void and of no force and effect insofar as they apply to a
Participant who has been terminated under the conditions described in (a) above; and (ii) no action ghall
be taken which would afTect the rights of any Participant or the operation of this Plan with respect Lo any
Al Risk Award 1o which the Participant may have become entitled hereunder on or prior (o the date of the
Change in Control or Change in Ownership or to which he may become entitled as a result of such Change
in Control or Change in QOwnership.

{¢) Legal Fees. The Company shall pay all legal fees and related expenses incurred by a Participant
in seeking to obtain or enforce any payment, benefit or right he may be entitled to under the Plan after a
Change in Control or Change in Ovmership; provided, however, the Participant shall be required to repay
any such amounts to the Company to the extent a court of competent jurisdiction issues a final and non-
appealable order setting forth the determination that the position taken by the Participant was frivolous or
advanced in bad faith.
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9, Noncompetition Provision

Notwithstanding anything ccntained in this Plan to the cuntrary, unless the Award Notice specifies
otherwise, a Participant shall forfeit all unearned, and/or unpaid At Risk Awards, including At Risk Awards
eamed but not yet paid, and all interest, if any, accrued on the foregoing if, (i} in the opinion of the
Committee, the Participant, withcut the written consent of the Company, engages directly or indirectly in
any manner or capacity as principal, agent, partner, officer, director, employee, or otherwise, in any
business or activity competitive with the business conducted by the Company or any Subsidiary; or (ii) the
Participant performs any act or engages in any activity which in the opinion of the Committee is inimical to
the best interests of the Company.

10. Nonassignability

No Award under this Plan shall be subject in any manner to alienation, anticipation, sale, transfer
{except by will or the laws of descent and distribution or pursuant to a domestic relations court order),
agsignment, pledge, or encumbrance. Following an approved transfer, any such Award shall continue to be
subject to the same terms and corditions as were applicable immediately prior to transfer, and except as
provided in the next sentence, the term “Participant” shall be deemed to refer to the transferee. The events
of termination of employment of paragraph 5 shall continue to be applied with reference to the original
Participant and following the termination of employment of the original Participant, the transferred Award
shall be payable to the transferee only to the extent, and for the periods specified in paragraph §, that the
original Participant could have received payment of such Award. Except as expressly permitted by this
paragraph, an Award shall be payable during the Participant’s lifetime only to him.

11. No Right to Continned Employment or Grants

Participation in this Plan shall not give any Participant any right to remain in the employ of the
Company or any Subsidiary. The Company ar, in the case of employment with a Subsidiary, the Subsidiary,
reserves the right to terminate any Participant at any time. Further, the adoption of this Plan shall not be
deemed to give any person any riZht to be selected as a Participant or to be granted an Award.

12. No Right, Title or Interest in Company Assets
To the extent any person acquires a right to receive payments from the Conipany under this Plan, such
rights shall be no greater than the rights of an unsecured creditor of the Company.

13. Savings Provision

This Flan is intended to comply with all the applicable conditions of Section 162(m) of the Code, so
that compensation paid or payable hereunder shall constitute qualified “performance-based compensa-
tion” thereunder. To the extent any provision of this Plan or any action by the Committee fails to $o comply,
it shall be decmed null and void, 1o the extent permitted by law,

14. Effective Date

Upon approval by the sharehoiders of the Company as required by Section 162(m) of the Code, this
Plan shall become effective as of December 7, 2006.
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APPENDIX F TO PROXY STATEMENT

NATIONAL FUEL GAS COMPANY
1997 AWARD AND OPTION PLAN

As Amended and Restated As of February 15, 2007

1. Purpose

The purpose of the Pian is to advance the interests of the Company and its stockholders, by providing
a long-term incentive compensarion program that will be an incentve to the Core Employees of the
Company and its Subsidiaries whose contributions are important to the continued success of the Company
and its Subsidiaries, and by enhancing their ability to attract and retain in their employ highly qualified
persons for the successful condvct of their businesses.

2. Definitions

2.1 “Acceleration Dote” means (i) in the event of a Change in Ownership, the date on which such
change occurs, or (ii) with respect to a Participant who is eligible for treatment under paragraph 23 on
account of the termination of his employment following a Change in Control, the date on which such
termination occwrs.

2.2 “Award” means any form of Stock Option, stock appreciation right or Restricted Stock granted by
the Committee to a Participant uader the Plan pursuant to such terms and conditions as the Conunitice
may establish. An Award may be granted singly, in combination or in the allemative.

2.3 “Award Notice" means a written notice from the Company to a Participant that sets forth the lerms
and conditions of an Award, in addition to those terms and conditions established by this Plan and by the
Committee’s exercise of its administrative powers.

2.4 “Board” means the Board of Directors of the Company.

2.5 “Cause” means (i) the willful and continued failure by a Core Employee to substantially perform
his duties with his employer after written warnings specifically identifying the lack of substantial
performance are delivered to hirn by his employer, or (ii) the willful engaging by a Core Employee in
illegal conduct which is materially and demonstrably injizrious to the Company or a Subsidiary,

2.6 “Change in Control” shall be deemed to have occurred at such time as (i) any “person” within the
meaning of Section 14(d) of the l2xchange Act, other than the Company, a Subsidiary, or any employee
benefit plan or plans sponsored by the Company or any Subsidiary, is or has become the “beneficial
owner,” as defined in Rule 13d-3 under the Exchange Act, directly or indirectly, of twenty percent (20%) or
more of the combined voting power of the outstanding securities of the Company ordinarily having the
right to vote at the election of directors, or (ii) approval by the stockholders of the Company of (a) any
consolidation or merger of the Company in which the Company is not the continuing or surviving
corporation or pursuant to which shares of stock of the Company would be converted into cash, securities
or other property, other than a consolidation or merger of the Company in which the common stock-
holders of the Company immediately prior to the consolidation or merger have substantially the same
proportionate ownership of common stock of the surviving corporation immediately after the consoli-
dation or merger as immediately before, or (1) any consolidation or merger in which Lhe Company is the
continuing or surviving corporation but in which the commeon stockholders of the Company immediately
prior to the consolidation or merger do not hold at least a majority of the outstanding common stock of the
continuing or surviving corporation (except where such holders of Corumon Stock hold at least a majority
of the common stock of the corporation which owns all of the Common Stock of the Company), or (c) any
sale, lease, exchange or other trunsfer (in one transaction or a series of related transactions) of all or
substantially al} the assets of the Company, or (iii) individuals who constitute the Board on January 1, 1997
(the “Incumbent Board") have ceased for any reason to constitute at least a majority thereof, provided that
any person becoming a director subsequent to January &, 1997 whose electien, or nomination for election
by the Company’s stockholders, was approved by a vote of at least three-quarters (3/4) of the directors
comprising the Incumbent Board {either by specific vote or by approval of the proxy statement of the
Company in which such person is named as nominee for director without objection to such nomination)
shall be, for purposes of this Plan, considered as though such person were a member of the Incumbent
Board.
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2.7 “Change in Ownership” means a change which results directly or indirectly in the Company's
Common Stock ceasing 1o be actively traded on a national securities exchange or the National Association
of Securilies Dealers Automated (Quotation System.

2.8 “Code™ means the Internal Revenue Code of 1986, and the rules, regulations and interpretations
promulgated thereunder, as amended from time to time.

2.9 “Commitiec” means the Compensation Committee of the Board, or such other committee
designated by the Board, authorized to administer the Plan. The Committee shall consist of not less
than two (2) members of the Board, each of whom shall be a Disinterested Board Member. A “Disinter-
ested Board Member” means a meinber who (a) is not a current employee of the Company or a Subsidiary,
(b)is not a former employee of the Company or a Subsidiary who receives compensation for prior services
(other than benefits under a tax-qualified retirement plan) during the taxable year, (c) has not been an
officer of the Company (d) does not receive remuneration from the Company or 8 Subsidiary, either
directly or indirectly, in any capacity other than as a director and (e) does not possess an interest in any
other transaction, and is not engajzed in a business relationship, for which disclosure would be required
pursuant to [tem 404(a)} or (b) of Regulation S-K under the Securities Act of 1933, as amended. The term
Disinterested Board Member shall be interpreted in such manner as shall be necessary to conform to the
requirements of Section 162(m) of the Code and Rule 16b-3 promulgated under the Exchange Act.

2,10 “Common Stock” means the common stock of the Company.
2.11 “Company” means National Fuel Gas Company.

2.12 “Core Employee” means an officer or other core management employee of the company or a
Subsidiary as determined by the Committee. Every Key Management Employee is also a Core Employee.

£2.13 “Exchange Act” means the Securities Exchange Act of 1934, as amended from lime to time.

2.14 “Fair Markel Value"” of a share of Common Stock on any date means the average of the high and
low salcs prices of a share of Cormuncn Stock as reflecled in the next-day reports of the high and low sales
prices of a share of Company Common Stock, as rcported on cither www.bloomberg.com or
www.yahoo.com (or, if no such shares were publicly traded on that date, the next preceding date that
such shares were so traded) or in any other publication selected by the Comniittee; provided, however,
that if shares of Common Stock shall not have been publicly traded for more than ten (10) days
immediately preceding such date, then the Fair Market Value of a share of Common Stock shall be
determined by the Committee in such manner as it may deem appropriate.

2.15 “Good Reason™ means a good faith determination made by a Participant that there has been any
(i) material change by the Company of the Participant’s functions, duties or responsibilities which change
could cause the Participant’s position with the Company to become of less dignity, responsibility,
importance, prestige or scope, including, without limitation, the assignment to the Participant of duties
and responsihilities inconsistent with his positions, (ii) assignment or reassignment by the Company of the
Participant without the Participant’s consent, to another placc of employment more than 30 miles from the
Participant’s curvent place of employment, or (ili) reduction in the Participant’s tolal compensation or
benefils or any component thereof, provided in each case that the Participant shall specify the event relied
upon for such determination by written notice to the Board al any time within six months after the
occurrence of such event.

2.16 “Key Management Employee” means a management employee of the Company or a Subsidiary
(i) who has significant policymaking responsibilities, and (ii) whose current base salary at the time an
Award is issued is among the highest two percent (2%) of the current base salaries of all the employees of
the Company or any Subsidiary, all as determined by the Committee.

2.17 "Participant” means any individual to whom an Award has been granted by the Committee under
this Plan.

2.18 “Plan"means the National Fuel Gas Company 1957 Award and Option Plan. Any reference in the
Plan to a paragraph number refers to that portion of the Plan.

2. 19 "Restricled Stock™ means: an Award granted pursuant to paragraph 10.
2.20 "5AR” means a stock appreciation right as defined in paragraph 9.
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2.2 “Stock Option" or “Option"mecans an Incentive Stock Option or a Non-Qualified Stock Option as
defined in paragraph 8.

2.22 “Subsidiary” means a corporation or other business entity in which the Company directly or
indirectly has an ownership interest of eighty percent (80%) or more.

3. Administration

The Plan shall be administered by the Committee. The Committee shall have the authority to:
{(a) interpret the Plan; (b) establish such administrative rules, regulations and procedures as it deems
necessary for the proper administration of the Plan; (c) select Key Management Employees and Core
Employees to receive Awards under the Plan; (d) determine the form of an Award, whether a Stock Option,
SAR or Restricted Stock, the number of shares subject to the Award, all the terms and conditions of an
Award, including the time and conditions of excrcise or vesting, and any restrictions on transferability of
shares related to any Award, (e) determine whether Awards would be granted singly, in combination or in
the alternative; (f) grant waivers of Plan terms and conditions, provided that any such waiver granted to an
executive officer of the Company shall not be inconsistent with Section 16 of the Exchange Act and the
rules promulgated thereunder; (g) accelerate the vesting, exercise, or payment of any Award when any
such acticn would be in the best interest of the Company; and (h) take any and all other action i deems
advisable for the proper administration of the Plan, including but not limited to suspending the ability of a
Participant to exercise an Award while under investigation for engaging in conduct in violation of
paragraph 18. Notwithstanding the foregoing, without the express approval of stockholders, the Com-
mittee shall not have the authority to grant Awards in replacement of Awards previously granted under the
Plan. All determinations of the Committee shall be made by a majority of its members, and its determi-
nations shall be final, binding and conclusive. The Committee, in its discretion, may delegate its authority
and duties under the Plan to the Chief Executive Officer or to other senior officers of the Company to the
extent permitted by Section 16 of the Exchange Act and notwithstanding any other provision of this Plan or
an Award Notice, under such conditions as the Committee may establish; provided, however, that only the
Committee may select and grant Awards and render other decisions as to the timing, pricing and amount of
Awards to Participants who are subject to Section 16 of the Exchange Act. For the avoidance of doubt,
neither the Committee nor any delegate thereof shall take any action under the Plan, inctuding without
limitation pursuant to this paragraph 3, which would result in the imposition of an additional tax under
Section 409A of the Code on the Participant holding an Award granted hereunder.

4, Eligibility

Any Core Employee is eligible to become a Participant of the Plan and receive Stock Options and
SARs only. A Key Management Employee is also eligible to become a Participant of the Plan and receive
Stock Options, SARs and Restricted Stock under the Plan

6. Sharcs Available

(a) The maximum number of shares of Common Stock, $1.00 par value, of the Company which shall

be available for grant of Awards under the Plan (including Incentive Stock Options) during its
term shall not exceed 13,609,100, subject to adjusanent as provided in paragraph 16. Awards
covering no more than 600,000 shares of Common Stock of the Company may be granted to any
Participant in any fiscal year, subject to adjustment as provided in paragraph 16. All of the shares
of Common Stock authorized may be used to grant Stock Options and SARs. Of the shares
authorized for issuance, only 250,000 may be used for Awards of Restricted Stock on or after
February 15, 2007. The shares of Common Stock availahle for issuance under the Plan may be
authorized and unissued shares or treasury shares.

(b) Shares of Common Stock related to Awards which, on or after December 13, 2008, are (i) settled
in cash in lieu of Comumon Stock, or (ii) exchanged with the Comumittee’s permission for Awards
not involving Common Stock, will not be available again for grant under the Plan. The number of
shares that are counted against the limit in Section 5(a) in respect of any portion of a SAR that is
exercised shall be the gross number of shares related to that portion of the SAR exercised, and
not just the net shares issued upon such exercise. Further, any shares of Cormmon Stock that are
used by a Participant on or after December 13, 2006 for the full or partial payment to the
Company of the purchase price of shares of Common Stock upon exercise of a Stock Option, or
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to satisfy any withholding taxcs due in respect of the excrcise or vesting of any Award, will not
be again available for Awards under the Plan,

(¢} Except as provided in paragraph 5(b) above, shares of Common Stock related to any portion of
any Award which expires without the issuance of stock, or is cancelled or forfeited, shall again
be available for grant under the Plan.

6. Term

The Plan became effective as of December 13, 1996 subject to its approval by the Company’s
stockholders at the 1997 Annual Meetng of Stockholders. The Plan shall terminate on February 16,
2007, except that if stockholders approve the amendments to the Flan presented for approval at the annual
meeting held in February, 2007 (the “2007 Amendments™), then the Plan shall terminate on March 31, 2012,
provided that no Awards shall be made under the Plan after December 12, 2006, unless the stockholders
shall approve the 2007 Amendments, and provided further that the Plan shall be considered still to be
efective as to any Awards that ar2 outstanding on March 31, 2012

7. Participation

‘The Committee shall select Participants, determine the type of Awards to be made, and establish in
the related Award Notices the applicable terms and conditions of the Awards {n addition to those set forth
in this Plan and any administrative mles, regulations and procedures issued by the Commitice.

8. Stock Options

(a) Grants. Awards may be granted in the form of Stock Options. The Stock Options granted under
the Plan may be Incenlive Stock Options within the meaning of Section 422 of the Code if granted
before December 12, 2006, or they may be Non-Qualified Stock Options (i.e., Stock Options
which are not Incentive Stock Options), or 8 combination of both. Only Non-Qualified Stock
Options may be issued on or after February 15, 2007.

{(b) Terms and Conditions of Options, Unless the Award Notice provides otherwise, an Qption
shall be exercisable in whole or in part. The price at which Common Stock may be purchased
upon exercise of a Stock Option shall be established by the Committee, but such price shall not
be less than the Fair Maricet Value of the Common Stock on the date of the Stock Gption's grant.
The Committee shall not have the anthority to decrease such price after the date of the Stock
Option's grant, except for adjustments appropriate 1o reflect a Change in Stock or a Change in
Capitalization pursvuant to paragraph 16. Unless the Award Notice provides a shorter period,
each Non-Qualified Stock Option shall expire on the day afler the tenth anniversary of its date of
grant. Incentive Stock Options and Non-Qualified Stock Options granted in combination may be
exercised separately. Unless the Award Notice provides otherwise, and except as provided in
paragraphs 8(b)(i), 8(b)ii) and 23 below, each Incentive Stock Option shall first become
exercisable on the first anniversary of its date of grant, and each Non-Qualified Stock Option
issued on before December 12, 2006 shall first become exercisable on the first anniversary of its
date of grant. Except as provided in paragraphs 8(b)(i), 8{(b)(ii) and 23, cach Stock Option issued
on or after February 15, 2007 shall first become exercisable on the third anniversary of its date of
grant. The following exceptions Lo the previous two sentences shall apply:

(i) Each Non-Qualified Stock Option shall first become exercisable, if earlier,
(1) on the date of the Participant’s death occurring after the date of grant,

(2) six months after the date of grant, if the Participant has voluntarily resigned on or afier
his G60th birthday, after the date of grant, and before such six months,

(3) onthe date of the Participant's voluntary resignation on or after his 60th birthday and at
least six months after the date of grant;

(4) if the Award Notice so provides, on an earlier date for Options awarded on or after
February 15, 2007 to a Participant as part of his initia) inducement to join the Company
or a Subsidiary; or
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{c)

(d)

(a)

(b)

(5) if the Award Notice so provides, on an earlier date for Oplions awarded on or afler
February 15, 2007 in connection with a merger or acquisition to a Participant who joins
the Company or a Subsidiary as the result of a merger or acquisition.

(ii) Subject to paragraph 8(b)(i), unless the Award Notice provides otherwise, Options issued
on or after February 15, 2007 shall be exercisable only upon attainment (as determined by
the Commiittee or its delegate) of performance goals estahlished by the Committee pursuant
to one or more of performance criteria listed in paragraph 13, with respect to such
performance period or periods (including periods of less than three years) specified by
the Committee and set out in the Award Notice.

Restrictions Relating to Incentive Stock Options.  Stock Options issued in the form of Incen-
tive Stock Options shall, in addition to being subject to all applicable terms and conditions
established by the Committee, comply with Section 422 of the Code. Accordingly, the aggregate
Fair Market Value (determined at the time the Option was granted) of the Common Stock with
respect to which Incenlive Stock Options are exercisable for the first time by a Participant
during any calendar year (under this Plan or any other plan of the Company or any of ils
Subsidiaries) shall not exceed $100,000 (or such other limit as may be required by the Code).
Unless the Award Notice provides a shorter period, each Incentive Stock Option shall expire on
the tenth anniversary of its date of grant. The number of shares of Common Stock that shall be
available for Incentive Stock Options granted under the Plan is 12,509,100

Exercise of Option.  Upon exercise, the option price of a Stock Option may be paid in cash,
shares of Commoen Stock, shares of Restricted Stock, a combination of the foregoing, or such
other consideration as the Commitice may deem appropriate. The Commitiee shall adopt
administrative rules, regulations or procedures establishing appropriate methods for accepling
Common Stock, whether restricted or unrestricted, and may impose such conditions as il deems
appropriate on the use of such Common Stock Lo exercise a Stock Option. The Committee, in its
sole discretion, may adopt administrative rules, regulations or procedures whereby a Partic-
ipant, to the extent permitted by and subject to the requirements of Rule 16b-3 under the
Exchange Act, Regulaticn T issued by the Board of Governors of the Federal Reserve System
pursuant to the Exchange Act, the Code and other federal income tax laws, and other federal,
state and local tax and securities laws, can exercise an Option or a portion thereof without
making a direct payment of the option price to the Company. If the Committee so elects to
establish a cashless exercise program, the Committee shall determine, in its sole discretion and
from time to time, such administrative rules, regulations or procedures as it deems appropriate.
Such administrative nles, regulations or procedures shall be binding on any Participant wishing
to utilize the cashless exercise program.

Stock Appreciation Rights

Grants and Valuation. Awards may be granted in the form of stock appreciation rights
(“SARs"™). SARs shall be subject to paragraph 9(c). Unless this Pian or the Award Notice provides
otherwise, SARs shall entitie the recipient to receive a payment equal to the appreciation in the
Fair Market Value of a stated number of shares of Common Stock from the award date to the date
of exercise. Such payment shall be in the form of shares of the Company’s Common Stock, with
the mumber of shares to be delivered to be equal to the amount of such appreciation divided by
the Fair Market Value on the date of exercise (with any fractional share to be paid in cash). Once
a SAR has been issued, the Committee shall not reprice the SAR by changing the initial Fair
Market Value from which the payment is calculated except for adjustments appropriate to
reflect a Change in Stock or a Change in Capitalization pursuant to paragraph 16. In the case of
SARs granled in combination with Stock Options, the appreciation in value is from the option
price of such related stock option Lo the Fair Market Value on the date of excreise of such SARs.
Unless this Plan or the Award Notice provides otherwise, each SAR shall first become exer-
cisable on the first anniversary of its grant. Unless the Award Notice provides a shorier period,
each S5AR shall expire ten years and one day after its date of grant.

Terms and Conditions of SAHs. SARs shall be exercisable in whole or in such installments and
at such time as may be determined by the Committee. The base price from which the value of a
SAR is measured shall also be determined by the Committee; provided, however, that such price
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shall not be less than the Fair Market Value of the Common Stock on the date of the grant of the
SAR. Each SAR issued on or after February 15, 2007 shall first become exercisable on the third
anniversary of its date of grant, excepl that:

(i) each SAR shall firt become exercisable, if earlier,
(1) on the date of the Participant's death occwrring after the date of grant,

(2) six months after the date of grant, if the Participant has voluntarily resigned on or after
his 60th birthday, after the date of grant, and before such six months,

(3) onthedate of the Participant's voluniary resignation on or after his 60th birthday and at
least six months after the date of grant;

(4) upon a Change in Control or Change in Ownership pursuant to paragraph 23;

(5) if the Award Notice so provides, on an earlier date for SARs awarded on or after
February 15, 2007 to a Participant as part of his initial inducement to join the Company
or a Subsidiary; or

{6) if the Award Notice so provides, on an earlier date for SARs awarded on or after
February 15, 2007 in connection with a merger or acquisition to a Participant who joins
the Company or a Subsidiary as the result of 2 merger or acquisition.

{if) Subject to paragraph 9(h)(i), unless the Award Notice provides otherwise, SARs issued on
or after Fehruary 15, 2007 shall be exercisable onty upon attainment (as determined by the
Committee or its delegate) of performance goals established by the Commitiee pursuant to
one or more of performance criteria listed in paragraph 13, with respect to such perfor-
mance period or periods (including periods of less than three years) specified by the
Cormmittee and set out in the Award Nolice.

Degmed Exercise. The Committee may provide that a SAR not already exercised shall be
deemed to be exercised at the close of business on the scheduled expiration date of such SAR, if
at such time the SAR by its terms remains exercisable and, if so exercised, would result in a
payment to the holder of such SAR,

10. Restricted Stock

()

(b)

©

(d)

Grants. Awards may be granted in the form of Restricted Stock. Shares of Restricted Stock
may be awarded in such amounts and at such times during the term of the Plan as the Committee
shall determine.

Awurd Resirictions. Restricted Stock shall he subject to such terms and conditions as the
Committee deems appropriate, including restrictions an transferability and continued employ-
ment. Notwithstanding the previous sentence, unless the Award Natice provides otherwise, the
lapse of restrictions on Restricted Stock issucd on or after February 16, 2007 shall be condi-
tioned upon atainment {as determined by the Committee or its delegate) of performance goals
established pursuant to one or more of performance criteria listed in paragraph 13 and set out in
the Award Notice. No moare than 100,000 restricted shares may be issued in a single fiscal year.
The Committee may modify or accelerate the delivery of shares of Restricted Stock under such
circumstances as it deems appropriate.

Rights as Stockholders. During the period in which any shares of Restricted Stock are subject
to the restrictions imposad under paragraph 10(b), the Committee may, in its discretion, grant to
the Participant to whom shares of Restricted Stock have heen awarded all or any of the rights of
a stockholder with respect to such shares, including, but not by way of limitation, the right to
vote such shares and (o receive dividends,

Evidence of Awand.  Any shares of Restricted Stock granted under the Plan may be evidenced
in such manner as the Commitiee deems appropriate, including, without limitation, book-entry
registration or issnance of a stock certificate or certificates.
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11. Payment of Awards

Al the discretion of the Committee, payment of Awards may be made in cash, Common Stock, a
combination of cash and Common Stock, or any other form of property as the Commitiee shall determine.

12. Dividends and Dividend Equivalents

If an Award is granted in the form of Restricted Stock the Committee may, at any time up to the time of
payment, include as part of an Award an entitlement to receive dividends or dividend equivalents, subject
to such terms and conditions as the: Committee may establish. Dividends and dividend equivalents shall be
paid in such form and manner (i.e., lump sum or installments), and at such time as the Committee shall
determine. All dividends or dividend equivalents which are not paid currently may, at the Committee’s
discretion, accrue interest, and/or be reinvested into additional shares of Common Stock.

13. Performance Criteria

The performance measure(s) to be used for purposes of Stock Options, SARs and Restricted Stock
shall include one or mare measures chosen from among the following, as applied to the Company or to any
Subsidiary or combination of Subsidiaries: (a) camings per share; (b) net income (before or after taxes);
(c) retumn measures (including, but not limited to, return on assets, equity or sales); (d) cash flow return on
investments which equals net cash flows divided by owners equity; (e) eamings before or after taxes,
depreciation and/or amortization; (f) gross revenues; (g) operating income (before or afler taxes); (h) total
sharehclder returm; (i) corporate performance indicators {indices based on the level of certain expenses,
certain objectively measurable operational events or certain services provided to customers); (j) cash
generation, profit and/or revenue targets; (k) growth measures, including revenue growth, reserve growth
or reserve replacement, as compared 1o a peer group or other benchmark; and/or (1) share price (including,
but not limited to, growth measures and total shareholder return). In setting performance goals using these
performance measures, the Committee may exclude the effect of changes in accounting standards and
non-recurring unusual events specified by the Committee, such as write-offs, capital gains and losses, and
acquisitions and dispositions of biusinesses.

14. Termination of Employment

(a) General Rule. Subject 1o paragraph 18, if a Participant’s employment with the Company or a
Subsidiary terminates for a reason other than death, disability, retirerent, or any approved
reason, all unexercised, unearned or unpaid Awards shali be cancelled or forfeited as the case
may be, unless otherwise provided in this paragraph or in the Participant’s Award Notice. The
Committee shall have the authority to adopt administrative rules, regutations or procedures not
inconsistent with the Plan to (i) determine what events constitute disability, retirement, or
termination for an approved reason for purposes of the Plan, and (ii) determine the treatment of
a Participant under the Plan in the event of his death, disability, retirement, or termination for an
approved reason.

(b} Incentine Stock Options.  Unless the Award Notice provides otherwise, any Incenlive Stock
Option which has nol theretofore expired, shall terminate upon termination of the Participant’s
employment with the Comnpany whether by death or otherwise, and no shares of Common Stock
may thereafter be purchased pursuant to such Incentive Stock Option, except that

(i) Upon termination of employment (other than by death), a Participant may, within three
months after the date of termination of employment, purchase all or part of any shares of
Common Stock which the Participant was entitled to purchase under such Incentive Stock
Option on the date of termination of employment.

(ii) Upon the death of any Participant while employed with the Company or within the three-
month period referred to in paragraph 14(b)(i), the Participant's estate or the person to
whom the Participant's rights under the Incentive Stock Option are transferred by will orthe
laws of descent and distribution may, within one year after the date of the Participant's
death, purchase all or part of any shares of Common Stock which the Participant was
entitled to purchase under such Incentive Stock Option on the date of death.
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Notwithstanding anything in this paragraph 14(b) 1o the contrary, the Committee may at any time
within the three-month period afler the date of termination of a Participant’s employment, with
the consent of the Parlicipant, the Parlicipant’s estate or the person lo whom the Participant’s
rights under the Incentive Stock Options are transferred by will or the laws of descent and
distribution, extend the period for exercise of the Participant’s Incentive Stock Options to any
date not later than the date on which such Incentive Stock Options would have otherwise expired
absent such termination of employment. Nothing in this paragraph 14(b) shall autharize the
excrcise of an Incentive Stock Option after the expiration of the exercise period therein provided,
nor later than ten years after the date of grant

(c) Non-Quatified Stock Oplions. Unless the Award Notice provides otherwise, any Non-Qualified
Stock Option which hias not theretofore expired shall terminate upon termination of the
Participant’s employment with the Company, and no shares of Common Stock may thereafter
be purchased pursuant to such Non-Qualified Stock Option, except that:

{i) Upon termination of employment for any reason other than death, discharge by the
Company for cause, or volunlary resignation of the Participant prior to age 60, a Participant
may, within five years after the date of termination of employment, or any such greater
period of time as the Committee, in its sole discretion, deems appropriate, exercise all or
part of the Non-Qualified Stock Option which the Participant was entitled Lo exercise on the
date of termination of employment or subsequently becomes eligible to exercise pursuant

to paragraph 8(b).

(ii) Upon the death of a Participant while employed with the Company or within the period
referred to in paragraph 14(c)(i), the Participant's estate or the person to whom the
Participant’s rights under the Non-Qualified Stock Option are transferred by will or the
laws of descent and distribution may, within five years after the date of the Participant’s
death while employed, or within the period referred to in paragraph 14{c){i), exercise all or
part of the Non-Qualified Stock Option which the Participant was entitled to exercise on the
date of death.

Nothing in this paragraph 14(c) shall authorize the ¢xercise of a Non-Qualified Stock Option later
than the exercise period set forth in the Award Notice.

16. Nonasslignability

No Award under the Plan shall be subject in any manner to alienation, anticipation, sale, transfer
{excepl by will or the laws of descent and distribution or pursuant to a domestic relations court order),
assignment, pledge, or encumbrance, except that, unless the Committee specifies otherwise, all awards of
Non-Qualified Stock Options or SARs shall be transferabie without consideration, subject to all the terms
and conditions to which such Non-Qualified Stock Oplions or SARs are otherwise subject, to (i) members
of a Participant's immediate family as defined in Rule 16a-1 promulgated under the Exchange Act, or any
successor rule or regulation, (ii) trusts for the exclusive benefit of the Participant or such immediate
family members or (iii} entities which are wholly-owned by the Participant or such immediate family
members, provided that (x) there may be no consideration for any such transfer, and (¥) subsequent
transfers of transferred options shall be prohibited except those by will or the laws of descent and
distribution. Following transfer, any such Options or SARs shall continue to be subject to the same terms
and conditions as were applicable immediately prior to transfer, and except as provided in the next
sentence, the term “Participant” shall be deemed to refer to the transferee. The events of termination of
employment of paragraph 14(c) shall continue to be applied with reference to the original Participant, and
following the termination of employment of the original Participant, the transferred Options or SARs shall
be exercisable by the transferee only to the extent, and for the periods specified in paragraph 14(c), that
the original Participant could have exercised such Option or SAR. Except as expressly permitted by this
paragraph, an Award shall be ¢xcrcisable during the Participant's lifetime only by him.

16. Adjustment of Shares Avallable

{a) ChangesinSlock. Intheevent of changes in the Common Stock by reason of a Common Stock
dividend, stock split, reverse stock-split or other combination, appropriate adjustment shall be
made by the Conunittec in the aggregate number of shares available under the Plan, the number
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of shares with respeci to which Awards may be granted to any Participant in any fiscal year, and
the number of shares or SARs, subject to outstanding Awards, without, in the case of Stock
Options, causing a change in the aggregate purchase price to be paid therefor. Such proper
adjustment as may be decmed equitable may be made by the Commitiee in its discreticn to give
effect to any other change affecting the Common Stock

(b) Chengesin Capilalizalion. In case of a merger or consolidation of the Company with another
corporation, a reorganization of the Company, a reclassification of the Common Stock of the
Company, a spinoff of a significant asset or other changes in the capilalization of the Company,
appropriate provision shall be made for the protection and continuation of any outstanding
Awards by either (i) the substitution, on an equitable basis, of appropriate stock or other
securities or other consideration to which holders of Common Stock of the Company will be
entitled pursuant to such transaction or succession of transactions, or (ii) by appropriate
adjustment in the number of shares issuable pursuant to the Plan, the number of shares covered
by outstanding Awards, the option price of outstanding Stock Options, and the exercise price of
outstanding SARs, in each case as deemed appropriate by the Comunittee.

17. Withholding Taxes

The Comparny shall be entitled to deduct from any payment under the Plan, regardless of the form of
such payment, the amount of all applicable income and employtnent taxes required by law to be withheld
with respect to such payment or may require the participant to pay to it such tax prior to and as a condition
of the making of such payment. Subject to any administrative rules, regulations or procedures established
by the Committee, a Participant may pay the amount of taxes required by law to be withheld from an
Award, in whole or in part, by requesling that the Company withhold from any payment of Common Stock
due as a result of such Award, or by delivering to the Company, shares of Common Stock having a Fair
Market Value less than or equal {o the amount of such required withholding taxes.

18. Noncompetition Provision

Notwithstanding anything contained in this Plan to the contrary, unless the Award Notice specifies
otherwise, a Participant shall forfeit ajl unexercised, unearned, and/or unpaid Awards, including Awards
eamed bul not yel paid, all unpaid dividends and dividend equivalents, and all interest, if any, accnied on
the foregoing if, (i} in the opinion of the Cormnitiee, the Participani, without the written consent of the
Company, engages directly or indirectly in any tmanner or capacity as principal, agent, partner, officer,
director, employee, or otherwise, in any business or activity competitive with the business conducted by
the Company or any Subsidiary; or (ii) the Participant performs any act or engages in any activity which in
the opinion of the Committee is inimjcal to the best interests of the Company.

19. Amendments to Awards

The Committee may at any tilne unilaterally amend any unexercised, uneamed, or unpaid Award,
including Awards earned but not yet paid, to the extent it deems appropriate; provided, however, that any
such amendment which is adverse to the Participant shall require the Participant’s consent Notwith-
standing the foregoing, the Committee may not amend an Award in any manner that would result in the
imposition of an additional tax uncder Section 409A of the Code on the Participant holding such Award,

20. Regulatory Approvals and Listings

Notwithstanding anything contained in this Plan to the contrary, the Company shall have no obligation
to issue or deliver certificates of Common Stock evidencing Awards resulting in the payment of Common
Stock prior to (a) the obtaining of any approval from any governmental agency which the Company shall,
in its sole discretion, determine to be necessary or advisable, (b) the admission of such shares to listing on
the stock exchange on which the Common Stock may be listed, and (c) the completion of any registration
or other qualification of said shares under any state or federal law or ruling of any governmental body
which the Company shal), in its sole discretion, determine to be necessary or advisable.
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21. No Right to Contirued Employment or Grants

Participation in the Plan shall not give any Participant any right to remain in the employ of the
Company or any Subsidiary. The Company or, in the case of employment with a Subsidiary, the Subsidiary,
reserves the right to lerminate any Participant al any Lime. Further, the adoption of this Plan shall not be
deemed to give any person any right 10 be selected as a Participant or to be granted an Award.

22. Amendment

The Board may suspend or terminate the Plan at any time. In addition, the Board may, from time to
time, amend the Plan in any manner, provided however, that any such amendment shall be subject to
stockholder approval (i) at the discretion of the Board and (ii} to the extent that shareholder approval may
be required by law or under the applicable requirements of any exchange on which the Common Stock is
listed to trade. Notwithstanding the foregoing, the Board may not amend the Plan in any manner that
would result in the imposition of an additional tax under section 408A of the Code on any Participant.

23. Change in Control and Change in Ownership

(a) Background. All Participants shall be eligible for the treatment afforded by this paragraph 23 if
there is a Change in Ownership or if their employment terminates within three years following a
Change in Control, unless the termination is due to (i) death; (ii) disability.entitting the
Participant to benefits under his employer's long-term disability plan; (iii) Cause; (iv) resignation
by the Participant other than for Good Reason; or (v} retirement entitling the Parlicipant to
benefits under his employer's retirement plan.

(b) Vesting and Lapse of Restrictions. 1T a Participant is eligible for treatment under this para-
graph 23, (i} all of the terms and conditions in effect on any unexercised, uneamed, or unpaid
Awards shall immediately lapse as of the Acceleralion Date; (i) no other terms or conditions
shall be imposed upon any Awards on or after such date, and in no event shall any Award be
forfeited on or after such date; and (iii) all of his unexercised, unvested, uneamed and/or unpaid
Awards or any other outstanding Awards shall automatically become one hundred percent
(100%) vested immediately upon such date.

(c) Diwvidends and Dividend Equivalents. If a Participant is eligible for treatment under this
paragraph 23, all unpaid dividends and dividend equivalents and all interest accrued thereon, il
any, shall be treated and paid under this paragraph 23 in the identical manner and time as the
Award under which such dividends or dividend equivalents have been credited. For example, if
upon & Change in Ownership, an Award under this paragraph 23 is to be paid in a prorated
fashion, all unpaid dividends and dividend equivalents with respect to such Award shall be paid
according 1o the same formula used to determine the amount of such prorated Award,

(d) Payment of Awards. [f a Participant is eligible for treatment under this paragraph 23, whether
or not he is still employesd by the Cormpany or a Subsidiary, he shall be paid, in a single tump sum
cash payment, as soon as practicable but in no event later than 80 days after the Acceleration
Date, for ali outstanding SARs and Stock Options (including Incentive Stock Options), and any
other outstanding Awnrids, based on the Fair Market Value of the Common Stock on the
Acceleration Date,

(e) Miscellaneous. Upon a Change in Control or 2 Change in Ownership, (i) the provisions of
paragraphs 14, I8 and 19 shall hecome null and void and of no force and effect insofar as they
apply to a Participant who has been terminated under the conditions described in para-
graph 23(a); and (ii) no action shall be taken which would affect the rights of any Participant
or the operation of the Plin with respect to any Award to which the Participant may have become
entitled hereunder on or prior Lo the date of the Change in Contro! or Change in Ownership or to
which he may become entitled as a result of such Change in Control or Change in Ownership.

(I} LegalFees. The Company shall pay all legal fees and related expenses incurred by a Participant
in sceking to obtain or enforce any payment, benefit or right he may be entitled to under the Plan
after a Change in Control or Change in Ownership; provided, however, the Participant shall be
required 1o repay any such amounts to the Company to the extent a courl of competent
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jurisdiction issues a final and non-appeatable order setting forth the determination that the
position taken by the Participant was frivolous or advanced in bad faith.

24. No Right, Title or Interest in Company Assets

No Participant shall have any rights as a stockholder as a result of participation in the Plan until the
date of issnance of a stock certificate in his name, and, in the case of Restricted Stock, Stock Options, or
SARs, until such rights are granted to the Participant under paragraph 10(c). To the extent any person
acquires a right to receive payments from the Company under this Plan, such rights shal! be no greater than
the rights of an unsecured creditor of the Company.
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EXHIBIT 5



1

NATIONAL FUEL GAS COMPANY
ANNUAL MEETING OF STOCKHOLDERS

FEBRUARY 15, 2007

Pursuant to notice dated January 12, 2007, the Annual Meeting of
Stockholders was held at The Lodges at Deer Valley, 2900 Deer Valley Drive
East, Park City, Utah, 84060, the 15th day of February, 2007 at 10:00 o'clock
a.m., local time.

On motion duly made and seconded, the reading of the minutes of
thi preceding stockholders’ meeting was dispensed with.

The meeting was called to order by Mr. Philip C. Ackerman,
Chairman of the Board of the Company, who served as Chairman of the
maeling. Anna Marie Celling, Secretary of the Company, acled as Secretary of
the meeting.

In addition to Mr, Ackerman, the following Directors attended the
meeting: Robert T. Brady, R. Don Cash, Rolland E. Kidder, Craig G. Matihews,
George L. Mazanec, Richard G, Reiten and John F. Riordan.

A full, true and complete list, in alphabetical order, of all
stcckholders entitled to vote at the meeting, with the residence of each and the
number of shares held by each, was produced and remained open for inspection
during the meeting. The list of stockholders was ordered filed with the Secretary.

The Secretary, having ascertained the namas of the stockholders
present in person or represented by proxy, at the direction of the Chairman of
the meeting, announced that there were represented by proxy the holders of
73,681,493 shares, or 83.33% of the outstanding shares, more than a majority,
of the issued and outstanding shares of common stock of the Company entilled
to vote,

The Chairman thereupon declared a quorum prasent and ordered
the proxies filed with the Secretary of the meeting.

The Secretary stated that she had before her a copy of the Notice

of Meeting and Proxy Statement, together with the Affidavit of Mailing relative to




the mailing on January 12, 2007, of the Notice of Meeting, Proxy Statement, and
Proxy to stockholders of record of the Company at the close of business as of
December 18, 20086, which the Chairman ordered filed with the minutes of the
meeting.

l The Chairman appointed Filippo A. Triolo and Diane Hastreiter
Inspectors of Election for this meseting, and ascertained that the Inspectors’ Oath
had been duly administered to them.

The Chairman stated that the next items of business to come
before the meeting were the following proposals:
. the election of Philip C. Ackerman, Craig G. Matthews, Richard G,
Raiten and David F. Smith as Directors of the Company for three-
year terms expiring in the year 2010;
. the election of Stephen E. Ewing as Director of the Company for a
two-year term expiring in the year 2009;
. the appointment of PricewaterhouseCoopers LLP as independent
accountants o examine the financial statements of the Company
and ils subsidiaries and to report upon the annual consolidated
financial statements for fiscal year 2007,
. the approval of the Annual At Risk Compensalion Incentive
Program; and
. the approval of amendments o the 1997 Award and Oﬁlion Plan,
The Chairman stated that the next item of business to come before
the meeting was a shareholder proposal submitted by Robert Belfield, that
Mr. Beffield was not present to present his proposal, and that Mr. Belfield had not
sent a qualified representative. The Chairman stated, "Nevertheless, we will
proceed with voting on that propasal in order that we have a fair and democratic
process.”

There being no further discussion, the Chairman of the meeling
declared the polls open. Baliots for the above-described items having been
distributed, and votes having been cast by stockholders present in person or

represented by proxy desiring to vote thereon, the Chairman announced that the




polls were closed. The Inspectors were requested to count and tabulate the
votes on each matter voted upon and to make a report in writing of each such
rnatter.

The Chainman stated that the majority of the shares entitled to vote,
voted'in accordance with management's recommendations regarding the:

- Etection of Directors;

- Appoiniment of Independent Accountants;

- Approval of the Annual At Risk Compensation Incentive

Program;

- Approval of Amendments to the 1997 Award and Option Plan;

and

- The shareholder propasal.

The oath and report of the Inspeclors of Election was ordered to be
filed with the record of the mesting.

Mr. Ackerman then announced that in attendance were
representatives of two (2) large shareholders: David DiDomenico from New
Mountain Capital and Robert Gendelman from ClearBridge Advisors.

Mr. Ackerman offered each of these individuals the opportunity to address the
audience. Both gentlemen accepled the offer and spoke briefly to the audience
which included Company shareholders, Directors and management.

There being no further business to come before the meéting, on

motion duly made and seconded, the meeting was adjourned.

Secretary
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STATE OF NEW YORK
COUNTY OF ERIE

AFFIDAVIT OF ANNA MARIE CELLINO

STATE OF NEW YORK )
) ss.:

COUNTY QF ERIE )

Anna M. Cellino, being duly sworn, deposes and says:

1. | am the Secretary of National Fuel Gas Company (the "Company”). |
attended and participated in the Company's Annual Meeting of Stockholders held on
February 15, 2007 at The Lodges at Deer Valley, 2900 Deer Valley Drive East, Park
City, Utah (the "Annual Meeting”). One of the items on the agenda for the Annual
Meeting was a shareholder proposal that had been submitted by Mr. Robert A, Belfield.

2. Shortly before the Annual Meeting, Mr. Curtis W. Lee presented to a
Company employee a document headed Appointment of Representative dated
January 16, 2007 apparently signed by Mr. Belfield (the “Document”). The employee
called me over to give me the Document, a copy of which is attached to this affidavit as
Exhibit A. The signed original Document is in the Company’'s possession at its
headquarters,

3. The Document purports to designate Mr. Lee as Mr. Belfield's
representative to present Mr. Belfield's shareholder proposal to the Annual Meeting. |
told Mr. Lee that he was nct qualified to present Mr. Belfield's shareholder proposal to
the Annual Meeting because of a court order that would not allow him to attend the

meeting. Mr. Lee did not appear to be at all surprised to hear me say that, and




immediately said, "But you can waive that.” | declined to waive any of the Company's
rights and | told Mr. Lee | would have to defer to Mr. Philip C. Ackerman. [ showed Mr.
Ackerman the Document.

4, Shortly befor;e the Annual Meeting, | heard a conversation between Mr.
Ackerman and Mr. Lee in which Mr. Ackerman told Mr. Lee that Mr. Lee was not
qualified to present the proposal, and would not be permitted to do so. Mr. Lee
attempted to grant Mr. Ackerman the authorization, or convey that Mr. Belfield conveyed
the authorization, for Mr. Ackerman to "present" Mr. Belfield's proposal on Mr. Beffield's
behalf. Mr. Ackerman advised Mr. Lee that he (Mr. Ackerman} was not going to present
the proposal, but that he would “allow it to be voted upon.”

5. At the Annual Meeting Mr. Ackerman announced that Mr. Robert
Belfield was not present and that it was the Company’s understanding that he was ill.
Mr. Ackerman said that Mr. Belfield's claimed representative was not qualified in the
Company's opinion and so would not be admitted to present Mr. Belfield's shareholder
proposal. Mr. Ackerman said that, to be fair and democratic, we would nevertheless
proceed with voting on the shareholder proposal.

6. Mr. Ackerrnan did not present Mr. Belfield’s proposal at the Annual
Meeting, nor did anyone else. Nobody within my hearing ever told Mr. Lee that Mr.

Belfield's proposal would be or had been presented e Annual Meeting.

.

7/ Anna Marie Cellino

Sworn to before me this

A9 VA day of Jraagd . 2007.

O, YANES
Nota ublic
LAURA J.

Quatified tn Erie County
My Commission Expires March 30 , 3010+




EXHIBIT A




APPOINTMENT OF REPRESENTATIYE

Robert A. Belfield
7537 Teaticket Ct.
Jacksonville FL 32244
904 - 594 - 6192

1 have owned 133 or more shares of the common stock of National Fuel Gas Company
(“NFG”) continuously for several years. [ submitted a shareholder proposal to NFG in the
summer of 2006, which NFG has published in the NFG proxy statement dated January 12, 2007,
It was my intent, at the time of submitting my proposal, to present this proposal at the upcoming
NFG Annual Meeting of Stockholders (“Meeting™), which is scheduled for February 15, 2007,
and will be held in Park City Utah. This town is located approximately 2,300 miles distant from
my home, and has an elevation of about 7,000 feet. NFG management chose the time and place
of this Meeting.

Under Securities and Exchange Commission Rule 142-8, | may designate a representative
to present my shareholder proposal at the Meeting, on my behalf. This will entail the presence of
my representative at the Meeting. [ hereby exercise my rights under said rule, because it would
be deleterious to my health to attempt to travel to said Meeting next month.

Consequently, [ hereby appoint Curtis W. Lee, of 7537 Teaticket Court, Jacksonvitle FL
32244, as my representative, and hereby empower and authorize him, on my behalf, and as my
representative, to attend said Meeting of NFG, and any adjournment thereof, to present my
shareholder proposal at that Meeting, and any adjournment thereof, and take all actions necessary
and incidental to these purposes, including but not limited to making statements in support of my
shareholder proposal.

£ A
Robert A. Belfield

Swom to before me on January “g‘w , 2007

o L 414701451490
Mf ST et

Notary Public, Dival County, Florida




EXHIBIT 7




AFFIDAYIT OF PHILIP C. ACKERMAN

STATE OF NEW YORK )
1ss.:
COUNTY OF ERIE y o

Philip C. Ackerm@, being duly sworn, deposes and says:

I. 1 am the Chairman and Chief Executive Officer of National Fuel Gas
Company. | chaired the National Fuel Gas Company Annual Meeting of Stockholders (the
Annual Meeting) held on February 15, 2007 at The Lodges at Deer Valley, 2900 Deer Valley
Drive East, Park City, Utah.

2. Shortly before the Annual Meeting on February 15, 2007, Mr. Curtis W. Lee
handed me a document dated January‘llﬁ(.’. 2007 which appeared to be signed by Mr. Robent A.
Belfield, stating that for health reasons Mr. Belfield would not attend the Annual Meeting, and
that Mr. Beltield was appointing Mr. Lee as Mr. Belfield’s representative to present Mr.
Beltield’s shareholder proposal to the Annual Meeting on Mr. Belfield's behalf.

3. Mr. Lee was and is not qualified under state law to present any shareholder
proposal to the Annual Meeting, because it is the right or privilege of a shareholder to submit and
present shareholder proposals. Mr. Lee is specifically disqualified from doing that by the Order
of Criminal and Civil Contempt and Permanent Injunction entered against Mr. Lee by a Justice
of the State of New York Supreme Counr, in Erie County, in a lawsuit bearing the Index Number
1999/960 (the Injunction). The relevant portion of the Injunction has never been overturned or
stayed on appeal, and reads in rzlevant part as follows:

Beginning on the date of the above divestiture of National Fuel shares, but in no
event later than February 17, 2003, defendant [Mr. Lee] is permanently enjoined
and restrained from buying, holding, owning, possessing, receiving, obtaining,

obtaining benefits from, or exercising any rights or privileges with respect to,
any National Fuel shares. (emphasis supplied)




4. lold Mr: L=ze that he could not atiend the Annual Meeting or present Mr,
Belfield's proposal to the Annual Meeting, but that [ would atlow the stockholders to vote on Mr.,
Belfield's proposal. | never told Mr. Lee that [ would “present”” Mr. Belfield’s sharcholder
proposal, or that [ or anybody had “presented” Mr. Belfield’s proposal, despite Mr. Lee's
repeated attempts to get me to say that. I did not hear anybody else tell Mr. Lee that Mr.
Belfield’s shareholder proposal would be or had been “presented” at the Annual Meeling.

5. At the Annual Meeting { announced that Mr. Robert Belficld was not present
to present his proposal, that it was the Company's understanding that Mr. Belfield was il and
that Mr. Belfield had not sent a qualified representative. 1 then said, “Nevertheless, we will
proceed with voting on that proposal in order that we have a fair and democratic process.” Votes
were cast and counted on all the matters set forth on the Notice of Annual Meeting, including

Mr. Belfield’s shareholder proposal which was defeated by a very wide margin.

hoe
6. Inmy opinion it would have easy and inexpensive for Mr. Belfield, even if he
1w 7P rrt

had started no eariier than January y.f, 2007 when he signed a letter stating that he would not
attend the Annual Meeting on February 15, 2007, to anaﬁge for someone living in the vicinity of
the Annual Meeting location to take no more than ninety minutes to travel to the Annual
Meeting, attend the entire meeting, present Mr. Bellield's shareholder proposal to the Annual

Meeting, and travel back to his/her home or place of business.

L DY

' Philip C. Ackerman

Swom to before me this

Q¥4 day of March, 2007.

Notafy Public

LAURA J, TROUTMAN
M,M&i‘r'r"-"-fm“"“m "2-
°n Explres March 30, 90/0,




EXHIBIT 8




STATE OF NEW YORK
COUNTY OF ERIE

AFFIDAVIT OF RONALD J. TANSKI

STATE OF NEW YORK )
) ss.;
COUNTY OF ERIE )

Ronald J. Tanski, being duly swomn, deposes and says:

1. Iattended the National Fuel Gas Company Annual Meeting of Stockholders
held on February 15, 2007 at The Lodges at Deer Valley, 2900 Deer Valley Drive East, Park
City, Utah (the “Annual Meeting™). One of the items on the agenda for the Annual Meeting was
a shareholder proposal that had been submitted by Mr. Robert A. Belfield.

2. Shortly before the Annual Meeting, | heard a conversation between Mr. Philip
C. Ackerman and Mr. Curtis W. Lee. Mr. Lee produced a document dated January 16, 2007 and
apparently signed by Mr. Belficld attempting to designate Mr. Lee as Mr. Belfield’s
representative to present Mr. Belfield’s shareholder proposal to the Annual Meeting of
Stockholders. Mr. Ackerman told Mr. Lee that Mr. Lee was not qualified to present the
proposal, and would not be permitted to do so. Mr. Lee attempted to grant Mr. Ackerman the
authorization, or convey that Mr. Belfield conveyed the authorization, for Mr. Ackerman to
"present” Mr. Belfield's proposal on Mr. Belfield's behalf. Mr. Ackerman’s immediate response
was that Mr. Ackerman was not going to present the proposal, but that he would “allow it to be

voted upon, and that would be it.”
3. At the Annual Meeting Mr. Ackerman announced that Mr. Robert Belfield

was not present and that it was the Company’s understanding that he was ill. Mr. Ackerman said




that Mr. Belfield’s claimed representative was not qualified in the Company’s opinion and so
would not be admitted to present Mr. Belfield’s shareholder proposal. Mr. Ackerman said that

we would nevertheless proceed with voting on the shareholder proposal in order to be fair and

democratic.

4. Mr. Ackerman did not present Mr. Beifield’s proposal at the Annual Meeting,
nor did anyone else. Nobody within my hearing ever told Mr. Lee that Mr. Belfield's proposal

would be or had been presented at the Annual Meeting.

/6,5/ / //4’

Ronald J/ Panski

Sworn to before me this

2 day ofﬁﬁ, 2007

E Nolary Pubhc

JAMES n. - cTERSON
Notary Public, Stale of New York
-+ Qualllted in Erie County
My Commlssion Exnices Aug, 31, 20_2_9




APPOINTMENT OF REPRESENTATIVE

Robert A, Belfield
7537 Teaticket Ct.
Jacksonville FL 12244
904 - 594 - 6192

I have owned 133 or more shares of the common stock of National Fuel Gas Company
(“NFG") continuously for scveral years. | submitted a shareholder proposal to NFG in the
surnmer of 2006, which NF(; has published in the NFG proxy statement dated January 12, 2007,
It was my intent, at the time of submitting my proposal, to present this proposal at the upcoming
NFG Annual Meeting of Steckholders (“Meeting™), which is scheduled for February 15, 2007,
and will be held in Park City Utah. This town is located approximately 2,300 miles distant from
my home, and has an elevation of about 7,000 feet. NFG management chose the time and place
of this Meeting.

, Under Securities and Exchange Commission Rule 142-8, 1 may designate a representative
to present my shareholder proposal at the Meeting, on my behaif. This will entail the presence of
my representative at the Mecting, [ hereby exercise my rights under said rule, because it would
be deleterious to my health to attempt to travel to said Meeting next month.

Consequently, [ hereby appoint Curtis W. Lee, of 7537 Teaticket Court, Jacksonville FL
32244, as my representative, and hereby empower and authorize him, on my behalf, and as my
representative, to attend said Meeting of NFG, and any adjournment thereof, to present my
sharchoider proposal at that iMeeting, and any adjournment thereof, and take all actions necessary
and incidental to these purposes, including but not limited to making statements in support of my

sharecholder proposal.
B ) § ¢
Robert A. Belfield 7

Swom to before me on January “g% , 2007

7 C S I0l451490
L S Lt 8

Notary Public, Didval County, Florida
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EXHIBIT 9




STATE OF NEW YORK
COUNTY OF ERIE

AFFIDAVIT OF PAULA M. CIPRICH

STATE OF NEW YORK )
) ss.:
COUNTY OF ERIE )

Paufa M. Ciprich, being duly swom, deposes and says:

1. lattended the National Fuel Gas Company Annual Meeting of Stockholders

held on February 15, 2007 at The Lodges at Deer Valley, 2900 Deer Valley Drive East, Park
City, Utah.

2. At that meeting Mr. Ackerman announced that Mr. Robert Belfield was not
present and that it was the Cornpany's understanding that he was ill. He further noted that Mr.
Belfield’s claimed representative was not qualified in the Company’s opinion and so would not
be admitted to present Mr. Belfield's shareholder proposal. |

3. Ithen made a note of the following statement by Mr. Ackerman:
“Nevertheless, we will proceed with voting on that proposal in order that we have a fair and
democratic process.”

4. Mr. Ackerman did not present the proposal at the meeting, nor did anyone
else.

5. After the vote, at approximately 10:10 AM, [ exited the meeting because
through a crack in the door, | saw Mr. Lee immediately outside the room. Mr. Lee said to me
that Mr. Belfied had agreed to Mr. Ackerman presenting the proposal.

6. lindicated that the vote was done.




7. Mr, Lee was surprised and asked, “It’s done.” [ replied yes and returned to

the meeting alone.

Paula M. Ciprich

Swom to before me this

VAx,, day ofard,, 2007.
Bormdone O Srtednke

Notary Pﬁblic

BAR INIAK
Notary Pubiic, State of New York
Qualified in Ers .
My Commission Expires July 31, o
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PhillipsLytle LLP
Qctober 5, 2007

National Fuel Gas Company
6363 Main Street
Williamsville, NY 14221-5855

Re:  Shareholder Proposal Submitted by Robert Belfield
to National Fuel Gas Company

Ladies and Gentlemen:

We have acted as counsel to National Fuel Gas Company (“National Fuel” or the
“Company”}, in connection with the shareholder proposal (the “Proposal”) submitted
by Robert Belfield (the “Proponent”) for consideration at the February 2008 Annual
Meeting of Stockholders, as well as in connection with a previous proposal the
Proponent submitted for consideration at the February 2007 Annual Meeting. We have
also acted as counsel to National Fuel and several of its subsidiaries in litigation
involving its former compensation and benefits attorney, Curtis W. Lee, the relevance of
which is explained below,

It is the opinion of Phillips Lytle LLP that Mr. Lee was not qualified to present the
Proponent’s previous proposal at the National Fuel 2007 Annual Meeting of
Stockholders, based upon, inter alia, the Order of Criminal and Civil Contempt and
Permanent Injunction (the “Contempt Order”), filed April 16, 2003 in the New York
State Supreme Court, Erie County (Hon. Joseph G. Makowski, ].5.C., presiding}, in a
certain action entitled Data-Track Acct. Servs., Inc. v. Lee. (Ex. A is a copy of the
Contempt Order; Ex. B is a copy of the decision of the New York State Supreme Court,
Appellate Division, Fourth Department, that affirmed the relevant portion of the
Conternpt Order. Ex. A is certified to be a true and correct copy of the Contempt Order
filed with the clerk. Ex. B is certified to be a true and correct copy of the affirming
decision published in the official reporter of published decisions in New York State.)

The Contempt Order provides, in relevant part, that Mr. Lee is:
[Plermanently enjoined and restrained from buying,
holding, owning, possessing, receiving, obtaining, obtaining

benefits from, or exercising any rights or privileges with
respect to, any National Fuel shares.

{Contempt Order 9(d), at p.9 (emphasis added)).

ATTORNEYS AT LAW

JOMN G. SCHMIOT JR., PARTNER DIRECT 710 047-7095 USCHAMIDTEPHILLIAGLYTLE.COM
——
3400 HS5BC CENTER LUFFALO. NY 14203-2007 PHONE 716 847 3400 Fax 710 @32 5100

DUFFALD ALBANY CHAUTAUGUA GARDEM CITY NEW YORR ROCHEBTER WWW.PHILLIPSLYTLE,COM
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As more fully set forth below, the Contempt Order constitutes “state law” under 17
C.F.R. §240.14a-8(h)(1), and Mr. Lee was therefore disqualified from presenting the
Proponent’s proposal at the National Fuel 2007 Annual Meeting of Stockholders.

The opinions set forth in this letter are based solely upon our review of (a) New York
State law, including the court orders in the Data-Track matter; (b) Federal case law;

(c) the text and rules of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”); (d) Staff Opinions of the Division of Corporation Finance and the Securities and
Exchange Commission; and (2) such review of published sources of law as we have
deemed necessary based solely upon our review of the foregoing (all of the foregoing
being collectively the “Reviewed Items”). Other than our review of the Reviewed
Items, we have made no inquiry or other investigation as to any factual matter,
including, but not limited to, any review of any of the files and other records of the
Company or any court or other governmental authority. The contents and subject
matter of this letter are presented without compromise or waiver of the attorney-client
privilege, attorney work product protection, the protection for material prepared in
anticipation of litigation, or the protections afforded to National Fuel and its
subsidiaries under the Data-Track Court’s injunctive, sealing and protective orders.

Based on and subiject to the foregoing, we are of the opinion that Mr. Lee was not
qualified to present the Proponent’s proposal at the 2007 Annual Meeting of
Stockholders:

Background:

The Proponent submitted a proposal for inclusion in the Company’s proxy materials in
connection with the Annual Meeting of Stockholders of the Company to be held in
February, 2007. The Proponent did not appear at the 2007 Annual Meeting, but,
instead, attempted to appoint Mr. Lee to appear on his behalf.

L The Contempt Order constitutes “state law” as used in 17 C.F.R. §240.14a-8(h)(1).

The General Rules and Regulations of the Exchange Act regarding Shareholder
Proposals are codified in 17 C.F.R. §240.14a-8. Specifically, §240.14a-8(h)(1) (in which
the terms “you,” “your” and “yourself” refer to the proponent of a shareholder
proposal) provides:




irEdi
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Either you or your representative who is qualified under
state law to present the proposal on your behalf, must attend
the meeting to present the proposal. Whether you attend the
meeting yourself or send a qualified representative to the
meeting in your place, you should make sure that you, or
your representative, follow the proper state law procedures
for attending the meeting and/ or presenting your proposal.

Id. (Emphasis added).

It is well settled that the term “state law” includes state judicial orders and decisions,
such as the Contempt Order cited above. Madsen v. Women’s Health Center, Inc., 512
U.S. 753 (1994) (state laws include a prior court order); Cipollone v. Liggett Group, 505
U.S. 504 (1992) (“[a]t least since Erie R. Co. v. Tompkins, 304 U.S. 64 (1938), we have
recognized the phrase ‘state law’ to include common law as well as statutes and
regulations”). See also Unum Life Ins. Co. of Am. v. Ward, 526 U.S. 358, 367 (1999)
(under ERISA, “the term state law includes all laws, decisions, rules, regulations or
other state action having the effect of law”) (internal quotation omitted); Pilot Life Ins.
Co. v. Dedeaux, 481 U.S. 41, 48 (1987) (same); State Farm Bank, F.5.B. v. Burke, 445 F.
Supp. 2d 207, 211 (D. Conn. 2006) {under federal Home Owners’ Loan Act, the term
“state law” includes any statute, regulation, ruling, order or judicial decision); Hottman
v. Citifinancial Mtg. Co., 2006 WL 1699589 (D. Conn. 2006) (the term “under the laws of
any state”, as used in Fair Credit Reporting Act refers to the statutory and common law
of a state); Kern v. Polaroid Corp., 89 F. Supp. 2d 132 (D. Mass. 2000) (“[u]ntil the
Supreme Court spoke to the subject in 1999, a reader of the statutory provisions might
have wondered whether ‘state laws’ referred only to statutes and not to . . . state judicial
decisions within the common law tradition. That issue has been resolved in favor of the
proposition that ‘state laws’ include judicial decisions . ...”)

The New York Supreme Court had personal jurisdiction over all the parties in the
proceeding pursuant to which the Contempt Order was issued, including Mr. Lee, who
was a New York resident at the relevant times. The Contempt Order was duly served
on Mr. Lee at the residence he shared with the Proponent (copies of proofs of service
are attached as part of Ex. A). In his appeal of the Contempt Order, Mr. Lee did not
raise (and therefore waived) any questions of jurisdiction or service of the Contempt
Order. He is clearly bound by the New York Supreme Court permanent injunction
barring him from exercising any of the rights or privileges of a National Fuel
shareholder.

In this matter, the Contempt Order clearly represents state law.,
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11 Mr. Lee was not qualified under state law to present the proposal,

Mr. Lee is clearly not qualified under New York law to act as the Proponent’s
representative based on a plain reading of the Contempt Order. Indeed, not only was
Mr. Lee permanently enjoined from exercising rights with respect to the National Fuel
shares that he owned, he was also specifically prohibited from exercising any rights
with respect to any National Fuel shares. Exercising rights with respect to the
Proponent’s shares is clearly and unambiguously included within the prohibition of the
Contempt Order. Because the Contempt Order constitutes state law, and prohibits Mr.
Lee from exercising any rights with respect to any National Fuel shares, he was not
qualified under state law to present the Proposal. We have been unable to locate any
New York decision to the contrary, and our analysis comports with the plain reading of
17 C.F.R. §240.14a-8(h).

IlI. A plain reading of the Contempt Order
disqualified Mr. Lee from presenting the proposal.

A plain reading of the Contempt Order prohibits Mr. Lee from “exercising any rights or
privileges with respect to any National Fuel shares.” He was therefore clearly
disqualified from presenting the previous proposal.

The foregoing opinions are subject to the following qualifications, limitations, and
assumptions:

A. We are qualified to act as counsel in the State of New York and we do not
express or purport to express any opinion concerning the applicability or effect
of the laws of any jurisdiction other than the federal laws of the United States of
America and the internal laws of the State of New York. National Fuel is a New
Jersey corporation, but aur opinion is based on New York law, which is entitled
under the federal laws of the United States of America to full faith and credit
from all other states and courts. Whatever New Jersey law may say about who is
generally qualified to present shareholder proposals (and we are unaware of any
New Jersey law on this subject), the Contempt Order operates to disqualify Mr.
Lee specifically.

B. Our opinions are limited to matters expressly set forth herein and no opinion is
implied or to be inferred beyond matters expressly so stated. These opinions are
effective as of the date hereof, are based on existing facts, statutes, rules and
regulations, and judicial rulings as of the date hereof, and we neither have nor
undertake any obligation to update this opinion for changes in law or fact, newly
discovered facts, or any other events occurring subsequent to the date hereof.
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C.  Other than those specifically referenced above, we express no opinion with
respect to any other securities law, including, without limitation any federal
securities law or state “blue sky” laws,

These opinions are rendered solely for your benefit in connection with the matter
addressed herein. We understand that you may furnish a copy of this letter to the
Securities and Exchange Comunission, without waiver of the above-referenced rights,
privileges and protections and we consent to your doing so. Except as stated in this
paragraph, this letter may not be used or relied upon by you for any other purpose or
be relied upon by any other person or entity.

Very truly yours,

Phillips Lytle LLP

Jofth G. Schmidt Jr.

Enclosures




EXHIBIT A




STATE OF NEW YORK
SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERVICES, INC.,
HIGHLAND LAND & MINERALS, INC,,
HORIZON ENERGY DEVELOPMENT, INC.,

NATIONAL FUEL GAS COMPANY,

NATIONAL FUEL GAS DISTRIBUTION CORPORATION,

NATIONAL FUEL GAS SUPPLY CORPORATION, CERTIFICATION
NATIONAL FUEL RESQURCES, INC.,

NIAGARA INDEPENDENCE MARKETING COMPANY, Index No.: 1999/960
LEIDY HUB, INC,,

SENECA INDEPENDENCE PIPELINE COMPANY, Assigned Justice:
SENECA RESOURCES CORPORATION, Hon. Joseph G. Makowski

UPSTATE ENERGY INC., and
UTILITY CONSTRUCTORS, INC.
Plaintiffs,

Vs,

CURTIS W. LEE,
Defendant.

I, John G. Schmidt Jr., an attorney admitted to practice in the State of New York,
certify that I have compared the accompanying Order with the capy of the original Order
provided by the Court Clerk, Part 25, which | understand was filed in the Erie County Clerk’s
Office by the Court Clerk, Part 25, and have found that the copy is a true and complete copy of

PHILLIPS, LYTLE. HITCHCOCK, BLAINE & HUBER LLP
E:y,{é Qb

f Jaha-@-Schmidt Jr.
Atlorneys for Plaintiffs

3400 HSBC Center

Buffalo, New York 14203-2887
Telephone No.: (716) 847-8400

the original.

Dated: Buffalo, New York
April 15, 2003

TO: David G. Jay, Esq.
120 Delaware Avenue: Suite 100
Buffalo, New York 14202




Curtis W. Lee, Esq.
59 Ardmore Place
Buffalo, New York 14213




STATE OF NEW YORK

. SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERVICES, INC,,
HIGHLAND LAND & MINERALS, INC.,

HORIZON ENERGY DEVELOPMENT, INC.,
NATIONAL FUEL GAS COMPANY,

NATIONAL FUEL GAS DISTRIBUTION CORPORATION,
NATIONAL FUEL GAS SUPPLY CORPORATION,
NATIONAL FUEL RESOURCES, INC.,

NIAGARA INDEPENDENCE MARKETING COMPANY,
LEIDY HUB, INC.,

SENECA INDEPENDENCE PIPELINE COMPANY,
SENECA RESOURCES CORPORATION,

UPSTATE ENERGY INC., and

UTILITY CONSTRUCTORS, INC.

Plaintiffs,
vs.

CURTIS W. LEE,
Defendant.

STATE OF NEW YORK )
) ss.:
COUNTY OF ERIE )

AFFIDAVIT OF SERVICE

Erie County lndex No,
1999/960

JOYCE A. BEST, being duly swom, deposes and says that she is not a party to this
action, is over the age of 18, resides in Hamburg, New York, and is employed by Phillips, Lytle,
Hitchcock, Blaine & Huber LLP; that on the 15th day of April, 2003 at approximately 5:60 p.m.
deponent served copies of the Order of Criminal and Civil Contempt and Permanent Injunction,
Order regarding divestiture and Qrder regarding expenses, upon Curtis W, Lee, Esq,, at 59 Ardmore
Place, Buffalo, New York 14213 by depositing true copies of the same enclosed in a posipaid,
properly addressed wrapper, into the care and custody of the United States post office depariment
within the State of New York, after they were hand delivered to defendant’s residence/office at
59 Ardmore Place, Buffalo, New York 14213 by Jason Barlow of 1-2-3 Delivery Service.

My Comumis s

t .
Ytee (. Bl
0 jbyce A. Best
* Swom to before me this
. 16th day of April, 2003.
{
Notary Public mgm‘;ﬂﬁﬁﬂ;»
Qua¥fied n N{:pt:: 0:,’30, _0}




STATE OF NEW YORK
SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERYICES, INC,,
HIGHLAND LAND & MINERALS, INC,,
HORIZON ENERGY DEVELOPMENT, INC,,
NATIONAL FUEL GAS COMPANY,

NATIONAL FUEL GAS DISTRIBUTION CORPORATION,

NATIONAL FUEL GAS SUPPLY CORPORATION,
NATIONAL FUEL RESOURCES, INC.,

NIAGARA INDEPENDENCE MARKETING COMPANY,
LEIDY HUB, INC,,

SENECA INDEPENDENCE PIPELINE COMPANY,
SENECA RESOURCES CORPORATION,

UPSTATE ENERGY INC,, and

UTILITY CONSTRUCTORS, INC.

Plaintiffs,
Vs.

CURTIS W. LEE,
]:‘Jeir‘endant.

STATE OF NEW YORK )

) ss.:
COUNTY OF ERIE )

A AVIT OF SERVICE

Index No.: 1999/960

MATTHEW PHILLIPS, being duly swom, deposes and says that he is pot a party to
this action, is over the age of 18, tesides in Buffalo, New York, and is employed by Phillips, Lytle,
Hitchcock, Blainc & Huber LLP; that on the 16th day of April, 2003 at approximately 11:00 a.m.
deponent personally served a copy of the Order of Criminal and Civil Contempt and Permanent
Injunction and a copy of an Order regarding divestiture, both with notice of entry and certification,
upon Cuntis W. Lee, Esqg. at his office/residence at 59 Ardmore Place, Buffalo, New York 14213.

Matthew Phillip

Swom to before me this
16th day of April, 2003.

: /

Notary Public

CLAVDIA A, ROWLIND
Hngg mdbh: li!:lcui :lev- York
hlizd in gala ,ovntg
My Commussion apai IJIQ-3




STATE OF NEW YORK ,
SUPREME COURT : COUNTY OF ERIE

DATA-TRACK ACCOUNT SERVICES, INC.,
HIGHLAND LAND & MINERALS, INC.,
HORIZON ENERGY DEVELOPMENT, INC,,
NATIONAL FUEL GAS COMPANY,
NATIONAL FUEL GAS DISTRIEUTION CORPORATION,
 NATIONAL FUEL GAS SUPPLY CORPORATION, AFFIDAVIT OF SERVICE
NATIONAL FUEL RESOURCES, INC.,
NIAGARA INDEPENDENCE MARKETING COMPANY,
LEIDY HUB, INC,,
SENECA INDEPENDENCE PIPELINE COMPANY,
SENECA RESOURCES CORPORATION, Index No.: 1699/960
UPSTATE ENERGY INC., and '
UTILITY CONSTRUCTORS, INC.

Plaintiffs,
VS,

CURTIS W. LEE,
Defendant.

STATE OF NEW YORK )
COUNTY OF ERIE ; =

JASON BARLOW, being duly sworn, deposes and says that he is not a party to this
action, is over the age of 18, resides in Hamburg, New York, and is employed by 1-2-3 Delivery
Service; that on the 15th day of April, 2003 at approximately 5:30 p.m. deponent served copies of
the Order of Criminal and Civil Contempt and Permanent Injunction, Order regarding divestiture
and Order regarding cxpenses, upon David G. Jay, Esq., attomey for defendant in the above matter,
by leaving the package with the security guard posted near the door of his office at 120 Delaware
Avenue, Suite 100, Buffalo, New York 14202 and upon Curtis W. Lee, Esq., by leaving the
package at the door of his residence/office at 59 Ardmore Place, Buffalo, New York 14213,

Sk

Swgin to before me this
"7 _fay of April, 2003.

Notary Public




At a Termn of the Supreme Court, Part 25,

A ‘.‘{ N 1’ gL T held in and for the County of Erie at the Erie
: ' AR d 45 _z.: County Courthouse, 50 Delaware Avenue,
Buffalo, New York on October 8, 2002 and
December 19, 2002.
| FILED
. ACTIONS & PROCEEDINGS
STATE OF NEW YORK . ;
SUPREME COURT : COUNTY OF ERIE APR 16 2003
DATA-TRACK ACCOUNT SERVICES, INC,, CEER:!EIQCSOXEFTEE
HIGHLAND LAND & MINERALS, INC.,,
HORIZON ENERGY DEVELCPMENT, INC,,
NATIONAL FUEL GAS COMPANY, ORDER OF CRIMINAL AND
NATIONAL FUEL GAS DISTRIBUTION CORPORATION, . CIVIL CONTEMPT AND
NATIONAL FUEL GAS SUPPLY CORPORATION, PERMANENT INJUNCTION
NATIONAL FUEL RESOURCES, INC.,
NIAGARA INDEPENDENCE MARKE’I'ING COMPANY,
LEIDY HUB, INC,, Index No.: 1999/960
SENECA INDEPENDENCE PIPELINE COMPANY,
SENECA RESOURCES CORPORATION, Hon. Joseph G. Makowski,
UPSTATE ENERGY INC,, and ‘presiding

( UTILITY CONSTRUCTORS, INC.

Plaintiffs,
VS.

CURTIS W. LEE,
Defendant.

Plaintiffs Data-Track Account Services, Inc., Highland Land & Minei’als, inc. (now
known as Highland Forest Resources, Inc.), Horizon Energy Development, Inc., National Fuel Gas
Company, National Fuel Gas Distribution Corporation, National Fuel Gas Supply Corporation,
National Fuel Resources, Inc., Niagéara Independence Marketing Company, Leidy Hub, Inc.,
Seneca Independence Pipeline Company, Seneca Resources Corporation, Upstate Energy Inc., and
Utility Constructors, Inc. (succeeded by merger into Highland Forest Resources, Inc.) ("Nétional

Fuel” or “plaintiffs”), having moved pursuant to several supplemental, renewed and other motions




10, inter alia, enforce this Court’s prior injunctive, scaling and protective orders, and have
dcfendant Cunis W. Lee (“defendant”) sanctioned and held in criminal and civil contempt
pursuant to Judiciary Law §§ 750-74, CPLR 2308, 3103, 3126, 5104, 7109 and Rule 130-1.1; and
defendant having opposed this rcli'cf and moved, pro se, for the Court’s recusal and to vacate all
orders in this case in light of the alleged bias and misconduct of this Court, as this is allegedly the
only way 1o purge the effects of same, and free defendant from the burdens and losses previously
imposed on him as a result of this Court’s alleged bias and misconduct, and other relief; and this
Court having conducted a hearing and related proceedings on December 10, 11 and 12, 2001;
January 8, 9, 28 and 29, February 5, 11, 13 and 27; March 4 and 5; April 8, 29 and 30; May 1; July
1,2,3,16 and 17; September 16, {7, 18, 19, 23 and 24; October 2, 3 and 8; and December 19,
2002; and proof of service of all the underlying motions upon the parties having been made;

NOW, upon the Updated Notice of Motion, dated April 5, 2002, and the Affidavit
of John G. Schmidt Jr., sworn to April 5, 2002, with exhibits; the testimony and all other admitted
evidence; this Court’s prior Orders, including but not limited to the Order of Contemnpt, Summary
Judgment and Sanctions, and Permanent Injunction, filed November 2, 2000 (“Order of Contempt
and Permanent Injunction™), and the Order, filed December 11, 2001 (*December 11 Order”) and
all papers and proceedings referenced therein; the Pre-Sentence Report and Psychiatric
Examination of defendant; and defendant’s Notice of Motion, dated December 18, 2002 and the
Affirmation of Curtis W. Lee, dated December 18, 2002, with exhibits; and all the papers and
proceedings herein; and

AFTER hearing Phillips, Lytle, Hitchcock, Blaine & Huber LLP (John G. Schmidt
Jr., Esq., of counsel)} and Connors & Vilardo (Lawrence J. Vilardo, Esq., of counsel) on behalf o.f

_2.




plamtiffs. and David G. Jay, Esq., and Curtis W. Lee, Esq., pro se, on behalf of defendant; and the
("ourt having made certain findings, conclusions and rulings on the record (transcripts annexed as
I2xs. A and B, incorporated herein by reference); and after due deliberation,; it is hereby
DETERMINED that;
. Plaintiffs have established by clear and convincing evidence and to a
reasonable certainty, for the purposes of this Court’s conclusions regarding civil contempt, that:
(a) This Court has subject matter and personal jurisdiction over these
proceedings and defendant.
(b)  The following Orders were duly entered: Temporary Restraining
Order, filed February 4, 1999 (“TRO”); Order of Seizure and Preliminary _lnjunction ("Order of
Seizure™), filed February 17, 1999; Order Sealing Record, filed July 9, 1999; Scheduling and
Protective Order, filed April 19, 2000 (“Protective Order”); Order of Contempt and Permanent
Injunction; Order, filed Apnl 10, 2001 (“April 10 Order”); Order, filed May 29, 2001 (“May 29
Order”); and December 11 Order (collectively, “QOrders™).
{c¢)  Defendant was served with certified copies of these Orders.
(d)  These Orders are valid, clear and unambiguous.
(e) Defendant had actual knowledge of these Orders and plaintiffs’
motions for contempt.
) Defendant had the ability to comply with these Orders.

(8  Defendant was mandated to comply with these Orders.




(h)  Defendant did not obtain leave of this Court to use, disclose or
compile Plaintiffs’ Property, or any sealed or protected information, but used, disclosed and
compiled this matenal and information as detailed in the annexed transcript (Ex. A).

(1) Defendant is an attorney licensed t6 practice law in the State of New
York, admitied to the New York State Bar in 198].

f)] Defendant disobeyed the above orders and committed 70 acts of
civil contempt as detailed in the annexed Uanscﬁpt (Ex. A).

(k)  Defendam’s misconduct, as detailed in the 70 acts of civil contempt
referenced in the annexed transcript (Ex. A), was calculated to and did defeat, impair, impede and
prejudice the rights and remedies of plaintiffs by violating the Orders, using and disclosing
Plaintiffs’ Property, using and disclosing client confidences and secrets, and causing National Fuel
to incur attomneys’ fees and expenses and allocate internal resources to this matter.

2. Plaintiffs have established beyond a reasonable doubt, for the purposes of
this Court’s conclusions regarding criminal contempt, that:

(8)  This Court has subject matier and personal jurisdiction over these
proceedings and defendant.

(b)  The Orders were duly entered,

(c)  Defendant was served with certified copies of these Orders.

(d)  These Orders are valid, clear and unambiguous.

(e) Defendant had actual knowledge of these Orders and plaintiffs’
motions for contempt.

4] Defendant had the ability to comply with these Orders.

-4.




(g)  Defendant was mandated 10 comply with these Orders.

(h)  Defendant did not obtain leave of this Court to use, disclose or
compile Plaintiffs’ Property, or any sealed or protected information, but used, disclosed and
compiled this matenial and information as detailed in the annexed transcript (Ex. A).

() Defendant is an attomney licensed to practice law in the State of New
York, admitted to the New York State Bar in 1981.

G Defendant disobeyed the above Orders and committed 35 acts of
criminal contemnpt as detailed in the annexed transcript (Ex. A).

(k)  Defendant’s disobedience with respect to the 35 acts of cnminal
contempt referenced in the annexed transcript (Ex. A) was willful; this finding is based on, inter
alia, the cumulative nature of defendant’s misconduct, defendant’s own words expressing disdain
for and disregard of the Court’s Orders, defendant’s status as a licensed attomney, and the fact that
defendant committed each of the 35 acts of criminal contempi after filing and service of the Order
of Contempt and Permanent Injunction on November 2, 2000.

Based on the foregoing, it is hereby ORDERED, and ADJUDGED that:

1. Defendant is held in criminal contempt for each of the 35 acts of criminal
contempt described in the annexead transcript {Ex. A). .

2. Defendant is held in civil contempt for each of the 70 acts of civil contempt
described in the annexed transcript (Ex. A).

3. On December 19, 2002, defendant wz;s ordered by this Court to pay a fine in

the sum of $7500.00 to the Clerk for the County of Erie, with notice to National Fuel, for the 35




acts of criminal contempt referenced within 30 days of sentencing, on or before January 21, 2003,
(Ex. B).

4, On December 19, 2002, defendant was also ordered to pay the Erie County
Clerk $110. (Ex. B).

5. On Decemnber 19, 2002, defendant was ordered to pay a fine of $250 to
National Fuel for each of the 70 acts of civil contempt referenced above, for a total sum of
$17,500, within 30 days of sentencing, on or before January 21, 2003. (Ex. B). Defendant having
failed to pay that sum, National Fuel has since been granted an gx parte judgment in that amount,
plus interest, against defendant.

6. Defendant shall reimburse National Fuel for its reasonable attorneys’ fees,
expenses and costs incurred as a result of (a) defendant’s violations of the Coust’s Ordefs; (b) his
conduct, as detailed in the annexed transcript (Ex, A); and (c} National Fuel's efforts at enforcing
the Court’s Orders, including its participation in and prosecution of contempt proceedings. The
amount of this reimbursement shall be determined by this Court upon National Fuel’s accounting,
such reimbursement to be made within 30 days of service, with notice of entry, of an Order and
Judgment setting the amount. If defendant fails to timely pay that amount, National Fuel shall be
entitled to an ex parte judgment for that amount, plus interest, against defendant without further
order.

7. Defendant shall fully comply with the prior injunctive, sealing and
protective orders in this action, which remain in full force and effect.

8. To enforce the Court’s prior orders and this Order, and in light of
defendant’s violations of the Court's prior orders, defendant is restrained and enjqincd from

.6-




disclosing, disseminating, copying, distributing, extracting or compiling information from, or
otherwise using any records, documents or information regarding National Fuel or his former
cmployment with National Fuel, except to the extent that any such activity relates exclusively to
(a) his gas bills, (b) his utility scrv'icc. (c) his National Fuel retirement benefits, or (d) this action
(but only as necessary to defend himself in this action to the extent that defendant fully complies
with the court’s injunctive, sealing and protective orders).
9. The Court imposes the following sentence:
a. Defendant shall complete, to the satisfaction of this Court and the
Department of Probation, a term of community service consisting of 300 hours
within six months of the date of sentence. This community service is to be
administered by the Department of Probation,
b. Based on the forensic evaluation of Brian Joseph, M.D., defendant
shall undergo psychiatric treatment with Michael Lynch, M.D., or another
psychiatrist approved by the Court. On December 19, 2002, this Court ordered
defendant to commence this treatment on or aboui January 1", 2003. This reatment
shall include sessions of counseling and may include medication appropriate for
defendant’s condition(s), as prescribed by the psychiatrist. Defendant shall'adhcrc
to the treatment prescribed, including medication. If medication is prescribed to
treat defendant’s mental illness, defendant shall submit to drug testing administered
by the above-referenced psychiatrist to ensure compliance.
c. On Decemnber 19, 2002, this Court ordered defendant to divest
himself of all holdings in National Fuel equities, debt or other instruments or

.T-




sccurities (“Nationa) Fuel shares”), whether held in defendant’s name, street name
or trust, as beneficial owner or nominee, or otherwise, and whether held
individually, jointly or otherwise. This divestiture shall occur within 60 days of
sentencing, on or before February 17, 2003. To effect this divestiture, defendant
shall timely offer National Fuel all of his National Fuel shares for purchase at
market rate as of the date of acceptance by National Fuel. Any proceeds from the
purchase of defendant’s National Fuel shares shall be subject to set-off by any and
all amounts owed by defendant to National Fuel pursuant to any existing
judgments, including judgments relating to amounts.awarded for attorneys’ fees,
costs and expenses, or damages. Alternatively, and at National Fuel’s discretion,
defendant shall identify by name, address, account number and capacity, any and
all persons or entities who hold any of defendant’s National Fuel shares, and
National Fuel may revoke the certificates of the Nationg] Fuel shares in question. If
National Fuel declines to purchase or revoke the certificates of the National Fuel
shares within 10 business days of the offer, defendant shall timely dispose of the
National Fuel shares by selling the National Fuel shares and placing the proceeds in
defendant’s UBS PaineWebber checking account subject to the restraining notices
and prior orders of this Court. Defendant shall not gift, transfer or otherwise
dispose of any National Fuel shares 10 any family member, companion, retirement
account, trust or other person, entity, plan or account to or with whom he is related
or living, or in which he has an interest. This sale shall occur by outright sale in an
open market iransaction. Additionally, wi.th respect to any 401(k) plans, Individual

-8-




Retirement Accounts, KEOGH accounts or other such plans, accounts or trusts,
Jefendant shall, on or before February 17, 2003, divest himself and those accounts,
plans and trusts of all National Fuel shares, whether held in defendant’s name,
street name or trust, as beﬁcﬁcial owner or nominee, or otherwise, and whether held
individually, jointly or otherwise, without prejudice to National Fuel’s ability to
and rights of enforcerﬁent, whether under CPLR 5205(c)(5), or otherwise.

d. Beginning on the date of the above divestiture of Nationa! Fuel
shares, but in no event later than February 17, 2003, defendant is permanently
enjoined and restrained from buying, holding, oiwning, possessing, receiving,
obtaining, obtaining benefits from, or exercising any rights or privileges with
respect {0, any National Fuel shares.

10.  In the event that defendant fails to fulfill any term(s) of this Order,
specifically those terms outlined in 1 3-9(d), defendant shall be resentenced upon the Court’s
original findings of fact and conclusions of law contained herein (Ex. A), and as otherwise
permitted under the Judiciary Law.

1. Defendant’s motion for recusal and related relief is denied.

12.  Service of this Order upon defendant shall be deemed sufficient if a copy of

this Order is served on defendant and David G. Jay, Esq.

Joseph G. Makowsk, JS.C

e = 38, o
ENTER:
ot pas GRANTED
-9- APR 15 2003

BY JANET M. MARCHINDA

JANET M. MARCITINDA
COURT CLERK
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STATE OF NEW YORK COUNTY OF ERIE

SUPREME COURT

e e e e e e . et e e i e e e e et e e e st

DATA-TRACK ACCOUNT SERVICES, INC.,
HIGHLAND LAND & MINERALS, INC.,

HORIZON ENERGY DEVELOPMENT, INC.,
NATIONAL FUEL GAS COMPANY,

NATIONAL FUEL GAS DISTRIBUTION CORPORATION,
NATIONAL FUEL GAS SUPPLY CORPORATION,
NATIONAL FUEL RESOURCES, INC.

NIAGARA INDEPENDENCE MARKETING COMPANY,
LEIDY HUB, INC.

SENECA INDEPENDENCE PIPELINE COMPANY,
SENECA RESOURCES CORPORATION,

UPSTATE ENERGY "INC., and

UTILITY CONSTRUCTORS, INC.

-VS8- PLAINTIFFS, INDEX # 1999-960

CURTIS W. LEE, DECISION

DEFENDANT,

e S —— f——— . —————————— - o —

92 Franklin Street

Buffalo, New York 14202

Ocktober 8, 2002.

HELD BEFORE: HONORABLE JOSEPH G. MAKOWSKI,
SUPREME COURT JUSTICE.

APPEARANCES : JOHN G. SCHMIDT, JR., ESQ.,
LAWRENCE VILARDO, ESQ.,
JULIE COPPOLA-COX,
Appearing for the Plaintiffs.

DAVID JAY, ESQ,
CURTIS W. LEE, ESQ.,.
Appearing the befendant.

LISA G. PAZDERSKI,
Supreme Court Reporter.
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DATA TRACK -VS- LEE - DECISION

THE COURT: Court will call the matter of
Data Track Account Services, Inc., et al versus
Curtis W, Lee. This is a bench decision of The
Court in connection with a lengthy hearing which
The Court has conducted on the issue of whether
Curtis W. Lee should Se held in either criminal
contempt or civil contempt of the orders of This
Court emanating from earlier proceedings before'my
colleagues, the Honorable Rose Sconiers and the

Honorable Patrick NeMoyer. I would like to begin

the proceedings by asking for appearances of

counsel, beginning with counsel for the
Plaintiffs.

MR. SCHMIDT: Your Honor, Larry Vilardo and
John Schmidt for Plaintiffs with Julie Coppola-Cox
and also with Ken Manning.

MR. JAY: David Jay for Defendant Lee.

THE COURT: Court should reflect the presence
of Curtis Lee in the courtroom. The Court will
keep the courtroom open throughout the course of
this afternoon's proceeding. As I indicated in my
opening comments, today's proceeding is the
Court's verdict in connection with the contempt

charges which have been pending before The Court
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DATA TRACK -VS- LEE - DECISION

for some period of time. I would like the record
to reflect that we have two separate categories of
contempt which have been sought by Data Track
Account Services, I'll call them National Fuel
against Mr. Lee. One is that of criminal contempt
pursuant to section 750 of the judiciary law. I
would note for the record that section 750
provides that a court of record has power to
punish for a criminal contempt a person guilty of
any of the following acts and no others, colon:
Cne, disorderly, contemptuous or insolent
behavior committed during its sitting in, its
immediate view and presence and directly tending
to interrupt its proceedings or to impair respect
due to its authority. Two, breach of the peace,
noise or other disturbance directly tending to
interrupt its proceedings. Three, willful
disobedience to its lawful mandate. Four,
resistance willfully offered to its lawful
mandate. It has been the provisions -- excuse me,
The provision of section 730 subdivision 3,
willful disobedience to its lawful mandate which
has the principal scope of the criminal contempt

citation sought in this action. I would note for
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DATA TRACK -VS- LEE - DECISION

the record The Court is cognizant there were other
subdivisions of Section 750 of the Judiciary Law.
I will not belabor the record by reading them in.

Plaintiffs have also sought adjudication of
civil contempt of Mr. Lee pursuant to the
provisions of Judiciary Law Section 753. The
provisions of section 753 allow The Court of
record to adjudicate a person in civil contempt
consistent with the provisions of the statute and
the statute notes that an adjudication can be made
under subdivision 1 to an attorney, counsel or
clerk, sheriff, coroner or other person in any
manner duly selected or appointed to perform
judicial or administerial service for a
misbehavior in his office or trust or for a
willful neglegt or violation of duty therein, or
for disobediéﬁce to a lawful mandate of The Court
or of a judge thereof or of an officer authorized
to perform the duties of a Judge.

Subdivision 2 provides for contempt on the
adjudication of a party to the action or special
proceeding for putting in fictitious bail or
fictitious surety or any abuse of a mandate or

proceeding of The Court. There are other
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DATA TRACK -VS- LEE - DECISION

provisions of Judiciary Law Section 753. I will
not belabor the record by reading them in.

Irn substance, National Fuel is maintaining
that in connection with civil contempt, Mr. Lee
has viclated an unambiguous order or orders of
This Court and that his actions have been designed
to impair or prejudice their rights pursuant to
those crders. 1 do want the record to reflect
that The Court, in preparation for this verdict,
did take the time to take a look at relevant
authority in the area of civil and criminal
contempt. The Court would note 21 N.Y.Jur.
contempt section 12 the evidentiary standard: 1In
order to establish civil contempt, the moving
party must establish to a reasonable degree of
certainty or by clear and convincing evidence all
of the elements necessary to support the contempt
finding. This standard is in contrast to the
higher standard generally required to find a party
in criminal contempt. Criminal contempt requires
proof beyond a reason reasconable doubt, while
civil contempt only reguires proof to a reasonable
certainty. In civil contempt, actions involving

the violation of a court order, it must bhe
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DATA TRACK -VS- LEE - DECISION

established with reasconable certainty that the
unequivocal mandate of The Court has been
disobeyed.

Twenty-one N.Y.Jur. contempt section 2, the
authors' note: Civil contempt has as its aim the
vindication of a private right of a party to a
litigation. A civil contempt is one where the
rights of an individual have been harmed by virtue
of the contemnor's, C-0O-N-T-E-M-N-O-R'-5 neglect
or failure to obey a court order. In keeping with
this dinstinct purpose, it must be established as
an element of civil contempt that the rights of a
party to the litigation have been prejudiced. No
such showing is needed in criminal contempt
proceedings, because the right of the private
parties to a litigation is not the controlling
factor. Wilfulness or intentional conduct on the
part of the alleged contemptor need not been
found. However, in order to establish civil
contempt. In cases involving a violation of a
court order, the mere act of disobedience,
regardless of motive, is sufficient to sustain a
finding of civil contempt if such disobedience

defeats, impairs, impedes or prejudices the rights
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DATA TRACK -VS~ LEE - DECISION

of a party.

Twenty-one N.Y.Jur. contempt section one.

The author's note: A contempt can be either civil
or criminal in nature. The line between civil and
criminal contempt can be difficult to draw in a |
given case, and indeed the same act may be
punishable as both civil and criminal contempt.
Contempt may generally be defined as disregard for
or disobedience of the order or commands of
legislative or judicial authority. A finding of
contempt is supportable only after a full
develooment of all relevant facts and after proper
findings of fact are made where certain conduct
constitutes contempt is a matter for the hearing
court itself to decide. Such determinations
should be left in.the sound discretion of The
Court.

Twenty-one N.Y.Jur. section 40, the author's
note: It is civil contempt for a party to disobey
a lawful mandate of The Court resulting in
prejudice to the rights of a party to the
litigation. Tt must expressly be found or
demonstrated that the actions in gquestion were

calculated to or did defeat, impair, impede or
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DATA TRACK -VS- LEE - DECISION

prejudice the rights of a party. Wilfulness need
not be established to support a finding of civil
contempt; simple disobedience of the relevant
order is all that is necessary of the rights of a
party are prejudiced thereby.

I would like the record to be clear that The
Court is clear that the burden of proof of civil
contempt requires reasonable certainty. The proéf
had to come in before The Court to a reasonable
degree of certainty or as clear and convincing
evidence and that criminal contempt must, was
required that National Fuel sustain its burden of
proving the guilt of Mr. Lee beyond a reasonable
doubt. Additionally, the reguirement of criminal
intent required National Fuel to prove not only
discobedience of a lawful court order, but
wilfulness or an intentional act on the part of
Mr. Lee in connection with the alleged criminal
contempt. The Court has reviewed numerous cases
in the area of civil and criminal contempt to
ground itself in the principles of contempt. The
Court would note the case in re:, excuse me. In
the matter of Grand Jury Subpoena Duces Tecum, 144

A.D.2d, 533 N.Y.Supp. 2d B69, Court would note the
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case, in the matter of the application of C.
Raymond. North and Otheré, 1489 Misc. 2d 572, 267
N.Y.S.2d 572. In the matter of Morris Cramer
Bowling, Limited versus Morris Cramer, 38 A.D.2d
774, 327 N.Y.S.2d 902. That case which is very |
brief, it's a third department case stands for the
proposition in a criminal contempt proceeding The
Court must state that the person is guilty of
willful disobedience of its lawful mandate and
must set forth a particular circumstances of his
offense.

In a civil contempt proceeding, The Court
must find that the persons' conduct was calculated
to or actually did defeat, impair, excuse me,
defeat, impair, impede or prejudice the rights or
remédies of a party to a civil action. The Court
has also reviewed the matter of the Power
Authority of the State of New York versus Jerris,
J-E~R-R-I-§ C. Moeller, 57 RAR.D.2d 380, 395
N.Y.S.2d 497, which again sets forth the
proposition of the burden of proof imposed in a
criminal contempt proceeding. The Court has also
reviewed Brostoff, B-R-0-S-T-0-F-F verses Berkman,

both the first department decision cited at 170
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A.D.24 384, 566 N.Y.S5.2d 927 and its affirmance by
The Court of Appeals in 79 N.Y.2d 938, 591 N.E,2d
1175.

While The Court can distinguish the result
based upon the fact that in the facts before, the
fact of Brosteoff deals with summary criminal
contempt, the underlying principles set forth in
that case are of guidance to This Court in
connection with the adjudication in the action
before The Court. The Court has also reviewed
other cases, I will not belabor the record with
them, however, I did want to set out the
principles which have governed the Court's
decision, the statutory principles and the
evidentiary principles and the case law upon which
The Court has sought guidance. I would note for
the record that The Court has carefully reviewed
all orders of This Court which are the subject of
the contempt proceeding. They all have been
marked in evidence, but they include the orders to
show cause with temporary restraining order issued

by my colleague Justice Sconiers on February 4,
1999, that has been marked as .Plaintiff's Exhibit

1-A, BAlso The Court has reviewed the
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DATA TRACK -VS- LEE - DECISION H
certification of that order, 1-B together with the
note of. entry 1-C and affidavit of service upon
Mr. Lee, Plainﬁiff's 1-D. The Court has reviewed
the order of seizure and preliminary injunction,
Plaintiff's Exhibit 2-A, again signed by my
colleague Justice Sconiers, granted on February
17, 1%99. The Court has reviewed the
certification of that order, Plaintiff's 2-B. The
Court has reviewed the notice of entry,
Plaintiff's 2-C. The Court has reviewed the
affidavit of service, Plaintiff's 2-D. The Court
has reviewed the order sealing the record in this
p?oceeding, again entered by my colleague Justice
Sconiers which has been marked as Plaintiff's 3-A
in evidence. It was granted on July 9, 1995
together with the certification marked Plaintiff's
3-B, notice of entry marked Plaintiff's 3-C to the
with the affidavit of service by mail marked
Plaintiff's 3-D. The Court has reviewed the
scheduling and protective order issued by my
colleague, the Honorable Patrick NeMoyer which has
been marked as Plaintiff's Exhibit 5-A.

I would note for the record that the order of

Justice NeMoyer marked Plaintiff's 5-A reaffirmed
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earlier orders. issued by Justice Sconiers,
inclucing the temporary restraining order granted
February 4, 1999, the order of seizure and
preliminary injunction entered February 17, 1999.
The order entered February 17, 1999, the order to
show cause entered May 14, '99, the order entered
June 3, 1899; the order permitting serfice of
certified copies of prior orders upon Saperston &
Day eritered June 3, 1999, together with all other
orders which have been recited on page 3. I won't
belabcr the record other than to indicate that
Justice NeMoyer in his order of April 13, 2000
reaffirmed orders as specifically set forth in the
text of the scheduling and protective order marked
Plaintiff's 5-A. Again that was granted April 18,
2000. There was a confidentiality agreement which
was attached thereto. There's a certification
marked Plaintiff's 5-B, there's Exhibit 5-C the
notice of entry together with the affidavit of
service by hand delivery, Plaintiff's 5-D The
Court has reviewed Plaintiff's Exhibit 6-A, which
is the order of contempt, summary judgment and
sanctions and permanent injunction entered by my

colleague, Justice NeMoyer, excuse me, granted by
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my colleague Justice NeMoyer on Octeober 31, 2000
together with Exhibit A, B, C, D and E affixed
thereto. The record will show that this order was
again certified and served upon Mr. Lee. I
reviewzd what would be Plaintiff's 6-B; which is
the certification, Plaintiff's 6-C, Plaintiff's
6-D. I would note that The Court expressly takes
notice of the decision of the Appellate Division,
4th Judicial Department granted in February, 2002
in the matter of Data Track Account Services Inc.,
et al respondents, versus Curtis W. Lee, which
affirmed the adjudication of c¢ivil contempt by my
colleague, Justice NeMoyer. 1In a memorandum
decision, the Fourth Department recited:
Defendant appeals from an order that inter alia
granted that part of Plaintiffs motion seeking to
hold him in civil contempt for violating various
orders of Supreme Court. Because defendant either
failed to appeal or failed to perfect his appeals
from those underlying orders, issues concerning
the propriety of those underlying orders are not
properly before, before us. I will omit the
citation. And we decline to exercise our

discretion to 2llow defendant to raise such issues




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

OATA TRACK -VS- LEE - DECISION H
on this appeal. I will omit the citation. The
Couft's determination that defendant viclated the
terms of the underlying orders is supported by the
record which includes inter alia admissions by
defendant and defendant failed to raise an issue
of fact requiring a hearing. I will omit the
citation.

Attorneys' fees may properly be awarded as a
sanction for civil contempt and The Court did not
abuse its discretion in requiring defendant to pay
the amount of $130 ($130,000 sic.) towards
Plaintiff's attorney's fees. The Court also
properly granted that part of Plaintiff's motion
for a permanent injunction enjoining defendant
from disclosing confidences and secrets he
obtained during his employment as an attorney for
Plaintiffs. Plaintiffs established irreparable
harm by demonstrating that defendant had made
repeated disclosures of confidential information
to their detriment and they established that they
have no adequate remedy at law. I will omit the
citation. We have examined the remaining issues
raised by defendant and conclude that they lack

merit.
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I would note for the record that The Court
has ccnsidered the Fourth Department decision as
it impacts the Court's reading of the orders
issued by Justice Sconiers and Justice NeMoyer.
The Court expressly rules that the orders of Thié
Court, more specifically all orders issued by
Justice Sconiers and all orders issued by Justice
NeMoyer are clear and unambiguous and may be read
by This Court as a matter of law. The Court would
further note that it has reviewed the order to
show cause, which was executed by myself on April
6, 2001 including -- that would be Plaintiff's
7-A, The Court has reviewed the certification that
that order was duly served. The Court has also
reviewed the order issued by myself on December
10, 2001 marked Plaintiff's 164-A together with
the transcript of the proceedings which gave rise
to that order.

The Court has also reviewed the certification
thereof and finds that it was duly served upon
Mr. Lee. I would like the record to reflect that

there is no question based upon the record before

This Court that all orders in this issue, excuse

me, that all orders in this case were duly served
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upon Mr. Lee and he has actual notice of them. I
would like the record to further reflect This
Court considered the order of my colleague, the
Honorable Vincent Doyle marked Plaintiff's Exhibit
Q-A granted on May 25, 2001 which ordered that
Plaintiff's request or motion was denied, but
further ordered .that defendant is directed to obey
the orders previously granted by The Court which
are legal and binding until overturned or
otherwise modified. I've also reviewed the
transcript of the proceedings before Justice Doyle
which has been marked Plaintiff's Exhibit 8-B in
connection with this proceeding.

The Court has held a lengthy hearing. The
record will bear out the dates and witnesses who
testified on the dates and the record will
control. However, the Court's trial notes
indicate that we began this hearing on December
11, 2001 with the testimony of Mr. Lee. We
continued on December 12, 2001, Jénuary 8, 2002,
January 9, 2002, Januvary 28, 2002, January 29,
2002, February 5, 2002, all of the aforementioned
dates the Court's trial notes indicate are dates

in which Mr. Lee testified. The hearing continued
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on February 11, 2002 with the testimony of Robert
A. Belifield, continued on February 27, 2002 again
with the testimony of Mr. Lee, and March 4, 2002
the testimony of Julie Coppola-Cox was brought
before This Court. She also testified before Thig
Court on March 5, 2002. She also testified before
This Court on April 8, 2002. On April 29, 2002
The Court heard the testimony of Michael Bebe,
reporter from the Buffalo News. Mrs. Cox was
again on the stand on April 30, 2002 as was
Phillip C. Ackerman. Mrs. Cox returned to the
stand on May 1, 2002 and at that time The Court
also heard the testimony of Donna DeCarolis and
Paula . Ciprich, legal counsel, National Fuel.
As an accommodation of counsel, the hearing was
adjourned_but resumed on July 1, 2002 where The
Court heard the testimony of Donna DeCarolis and
James R. Peterson. On July 2, 2002 we again heard
from Mr. Peterson and Mr. Bellfield. O©On July 3,
2002 we heard from Donna DeCarolis and Philip
Ackerman. On July 16, 2002, Curtis Lee again
resumed the stand. He was on the stand also on
September 16, 2002, September 17, 2002, September

18, 2002, September 19, 2002, and September 23,
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2002. The Court heard extensive summations in
this case last week on October 2nd. I believe
October 3rd The Court mentions the testimony not
only because I think it's procedurally important
to understand for the record the posture in whicﬁ
The Court, the posture in which The Court renders
its decision, but also because The Court has had
the opportunity to assess the testimony of all of
the witnesses and to assess their demeanor and
assess their credibility both in direct
examination, cross-examination, redirect
examination, recross, as well as to have documents
brought before The Court which are voluminous in
nature, which have been admitted into evidence and
which have been reviewed by The Court. The Court
having given such weight to such documents which
were admitted into evidence as The Court deemed
appropriate to the facts and circumstances of this
case. I will not belabor the record by reciting
all of the documents by number or by letter, but I
would like the record to reflect that The Court
did review all documents admitted into evidence,
whether they were put in in plaintiff's case or

whether they were put into the defense case in
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order to fully ground myself into the facts and
circumstances of this case, not only review of the
testimony, but of the documents which were often
through various witnesses from time to time
throughout the course of this hearing.

Having given the background, procedural
background of this contempt hearing, based upon
the record before The Court, I find as follows:
This Court has subject matter and personal
jurisdiction over this proceeding in its entirety,
as well as over the defendant.

As the record reflects, This Court has
entered certain orders which I have read into the
record which include the temporary restraining
order filed February 9, 1999 which I will call the
TRO; the order of seizure and preliminary
injunction which I will call the order of seizure
filed February 17, 1999:; the order sealing records
filed July 9, 1999; the scheduling and protective
order filed April 19, 2000, which I will call the
protective order; the order of contempt and
permanent injunction order filed April 10, 2001;
the April 10th order; the order filed May 29,

2001; the May 29 order; the order filed December
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11, 2001; the December 11 order. And as the
record should reflect that defendant was served
with certified copies of these orders as reflected
by Exhibits 1-A through 3-D, 5 through 8-D, 164-A
through D. As I've recited, the orders of This
Court are valid, clear and unambiguous. I find
defendant had actual knowledge of this Court's
orders, as .well as Plaintiff's underlying motions
filed from time to time throughout the course of
these proceedings. I find the defendant had the
ability to comply with the orders of The Court. I
find defendant was mandated to comply with the
orders of The Court. I find defendant did not
obtain leave of This Court in connection with use,
disclosure or compilation of Plaintiff's property
as defined in the orders of This Court, as well as
seal and protected information which is defined
again in the order of The Court. I also find the
defendant is an attorney, licensed to practice law
in the State gf New York, admitted to the New York
State bar in 1981. I find further that during
certain terms of his employment with National Fuel
Gas, he acted as an attorney or in 2 SUpervisory

capacity in connection with his duties at National
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Fuel Gas in the compensation area.

The Court will first turn its attention to
the charges of civil contempt of the orders of
This Court. There's been presented to This Court
evidence of alleged civil contempt of the orders
of This Court.by Mr. Lee. With respect to the
civil contempt, again the standard is that of
reasonable certainty or clear and convincing
evidence. The existence of an unambiguous court
order, disobedience or violation of that order
which impairs, impedes or prejudices the rights of
a party in addressing those elements. We have, as
I have ruled, unambiguous court orders. We have
the question of discbedience of The Court orders.
in connection with alleged documents, which I will
address in this decision, and we have the guestion
of whether that disobedience defeats, impairs,
impedes or prejudices the rights of a party. I
would like the record to be clear that This Court
deems the violation of court orders granted in
favor ¢f Plaintiffs which have been violated to be
an impairment or to impede or prejudice of their
substantive rights granted to them by This Court

in connection with the various orders that they
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have secured from time to time, whether it be the
temporary restraining order, the order of seizure
and preliminary injunction, the orders sealing the
record, the scheduling and protective order, the
order of contempt and sanctions and permanent
injunction together with the other orders which I
have read into the record. 1In substance, rights

were given to National Fuel and the gquestion which

‘This Court has been required to address is, is

there clear and convincing evidence or reasonable
certainty that there are unambiguous court orders,
that there have been discbedience of The Court
orders, and that the alleged disobedience defeats,
impairs, impedes or prejudices the rights of
National Fuel Gas.

I am satisfied that there is clear and
convincing evidence and to a reasonable certainty
that Defendant Curtis Lee has committed the
following acts ¢of civil contempt: One, his letter
to the Buffalo News dated December 18, 1999,
Plaintiff's Exhibit 167. Defendant drafted and
submitted a December 18, 1599 letter to the
Buffalo News. Defendant's disclosure of sealed

information in this letter violated the order




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

DATA TRACK -VS- LEE - DECISION *
sealing the record. He also referenced executive
compensation ﬁatters, related allegations and
documents involving the use and disclosure of and
compilation of information from Plaintiff's
property and otherwise Qiolated the temporary
restraining order and order of seizure. Two, the
letter to the Buffalo News dated December 26,
1999, Plaintiff's Exhibit 168. Defendant drafted
and submitted a December 26, 1999 letter to the
Buffalo News. Defendant's disclosure of sealed
information in this letter vioclated the orders
sealing the record. References to executive
compensation matters related allegations in
documents involved the use and disclosure of and
compilation of information from plaintiff's
property as defined in orders of This Court and
otherwise violated the temporary restraining order
and order of seizure.

Three, Defendant's complaint to the New York
State Department of Public Service in a
communication dated January 3, 2000. This has
been admitted into evidence as Plaintiff's Exhibit
136. Defendant drafted and submitted a January 3,

2002 letter to the New York State Department of
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Public Service. Defendant's disclosure of sealed
information in the letter viglated the arders
sealing the record. His references to executive
compensation matters, related allegations and
documents involved the use and disclosure of and
compilation of Plaintiff's property as defined in
the order and otherwise violated the TRO and order
of seizure.

Four, Defendant's complaint to the
Pennsylvania Public Utilities Commission in a
communication dated January 3, 2000. This has
been mzrked in evidence as Exhibit 140. Defendant
drafted and submitted a January 3, 2000 letter to
the Pennsylvania Public Utilities Commission NT.
He disclosed sealed information which vioclated the
orders, the orders sealing the record. He also
referenced executive compensation matters, related
allegations and documents involving the use and
Aisclosure and compilaticon of information from
Plaintiff's property and otherwise violated the
temporary restraining order and order of seizure.

Number 5, Defendant's letter to the
Securities and Exchange Commission dated January

10, 2000. This was admitted into evidence as
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Plaintiff's Exhibit 133. Defendant drafted and
submitted a January 10, 2000 letter to the United
State's Securities and Exchange Commission.
Defendant in that letter disclosed sealed
information in violation of the order sealing the
record. He al;o referenced executive compensation
mattef;,‘related allegations and documents
involving the use and disclosure of and
compilation of information from Plaintiff's
property as defined in the orders of This Court
and othérwise violated the TRO and order of
seizure. Defendant's complaint --

Number 6, Defendant's complaint to the
Internal Revenue Service dated January 11, 2000.
This is Plaintiff's Exhibit 141. Defendant
drafted and submitted a January 11, 2000 letter to
the Internal Revenue Service. Defendant's
disclosure of sealed information in the letter
violated the order sealing the record. His
references to executive compensation matters,
related allegations and documents involving the
use and disclosure of and compilation of
information from Plaintiff's property is defined

in the orders of This Court and he otherwise
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violated the temporary restraining order and order
of seizure.

Item 7, Defendant's complaint to the Buffalo
Police Department dated January 12, 2000.
Plaintiff's Exhibit 153, again, Mr. Lee drafted
and submitted a January 12, 2002 letter to the
Buffalo Police Department enclosing a June 1999
SEC letter as an attachment, this is Plaintiff's
Exhibit 12. Defendént's disclosures of sealed
information in the letter violated the orders
sealing the record. He also referenced executive
compensation matters, excuse me, and related
allegations and documents involving the use and
disclcsure of and compilation of Plaintiff's
property as defined in the orders of This Court
and otherwise violated the temporary restraining
order and order of Seizure.

Item 8, Defendant's complaint to the District
Attorney dated March 8, 2000, Plaintiff's Exhibit
158 defendant drafted and submitted March 20, 2000
letter to the Erie County District Attorney. He
disclosed sealed information in violation of the
orders sealing the record. He also made

references to executive compensation matters,
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related allegations and documents which involve
Plaintiff's property and otherwise violated the
terms of the temporary restraining order and the
order of seizure.

Number 9, Defendant's complaint to DPS dated
March 31, 2000, defendant drafted and submittéd a
March 31, 2000 letter to DPS. This was
Plaintiff's Exhibit 138. He violated, he provided
information which was Sealed in violation of the
order sealing the record. He also disclosed
information constituting Plaintiff's property of
protected information in violation of protective
order and order of contempt and permanent
injunction.

Number 10, Defendant's complaint to the
Pennsylvania Public Utility's Commission dated May
18, 2000. This'is Supportea by Plaintiff's
Exhibit 107 and 107-A consisted of Defendant's
letter of May 19, 2002 to the Pennsylvania Public
Utilities Commission. 1In it he disclosed sealed
information in the letter in violation of the
order sealing the record. He also referenced
matters éf executive compensation, related

allegarions and documents involving the use and
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disclosure of and compilation of information from
Plaintiff's pfoperty and protected information in
violation of temporary restraining order, order of
seizure and protective order.

Number 11, Defendant's complaint to the
Attorney General of the State of New York dated
May 30, 2000. This is supported by Plaintiff's
Exhibits 123 and 123-A. Defendant drafted and
submitted a May 30, 2000 letter to the New York
State Attorney General. In it he disclosed seaied
information in violation of the order sealing the
record. He also referenced executive compensation
matters, related allegations and documents
involving the use and disclosure and compiiation
of information from Plaintiff's property as
definec in the order protected information and
otherwise violated the terms of the temporary
restraining order, order of seizure and protective
order.

Number 12, Defendant's complaint to DPS dated
June 5, 2000. This was referenced by Exhibits 106
and 106-A, again a letter dated June 5, 2000 to
DPS. 1In it he again disclosed sesled inférmation

in viclation of the sealing order referenced
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executive compensation matters and related
allegations islall -- and all in vicolation of
Plaintiff's property and protected information in
violation of the -temporary restraining order,
order of seizure and protective order.

Number 13, Defendant's complaint to the DA
dated June 6, 2000, Exhibit 126 and 126-A, he
drafted and submitted a June 6, 2000 letter to the
district attorney disclosing sealed information in
violation of the sealing order. The letter
contains various references including compilations
of information from Plaintiff's property,
protected information and otherwise violates the
terms the temporary restraining order, order of
seizure and protective order.

Fourteen, Defendant's complaint to the
Attorney General dated June 8, 2000. This is
supported by reference to Exhibits 124, 124-A and
154. Again it's a letter drafted and submitted by
the defendant dated June 8, 2000 to the Attorney
General. 1In the text of the letter there's
disclosure of sealed information in violation of
the order sealing the record. There's also

reference to executive compensation matters,
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related allegations and documents invoiving the
use and disclosure of and compilation of
information. Plaintiff's property is defined in
the orders of This Court and protective
information otherwise violated the terms of the
temporary restraining order, order of seizure and
protective order.

Number 15, Defendant's complaint to the DA
dated June 17, 2000. This is supported by
reference to Plaintiff's Exhibit 169. Defendant
drafted and submitted a June 17 letter to the
District Aftorney. In it, he disclosed sealed
information in violation of the order sealing the
record. References to executive compensation
matters anﬁ other information compiled by
Plaintiff's property Violates the terms of the
temporary restraining order, order of seizure and
protective order.

Number 16, Defendant's letter of June 18,
2000, a memorandum to the outside directors-of
National Fuel Gas Corporation. This is supported
by Plaintiff's Exhibit 23. 1In it defendant
references matters of executive compensation,

related allegations and documents involved in the
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use and disclosure of and compilation of
information from Plaintiff's property and
protected information and otherwise violates the
terms of the temporary restraining order, order of
seizure and protective order.

Number 17, Defendant's meeting with the
District Attorney dated June 24, 2000. These were
notes drafted by the defendant which reflect
discussions with the district attorney, disclosure
of information in viclaticon of the order sealing
the record, additional references to executive
compensation matters and compilation of
information of Plaintiff's property as defined in
orders of This Court and protected information and
otherwise violates the temporary restraining
orders, orders of seizure and protective orders.

Number 18, Defendant's August 17, 2000
shareholder proposal. This is supported in the
record by Plaintiff's Exhibit 24, takes

shareholder proposal drafted by Mr. Lee which

-violated the orders sealing the record.

Additionally, he continued to reference executive
compensation matters, related allegations and

documents involving the use and disclosure and
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compilation of information from Plaintiff's
property as defined in the orders of This Court,
protected information and otherwise violated the
terms of the temporary restraining order, order of
seizure and protective order and later the order.
of Justice NeMoyer adjudicating him in contempt
and the permanent injunction order.

Number 19, Defendant's complaint to the
district attorney dated August 17, 2000. Again, a
draft, he drafted a letter, submitted it to the DA
on August 17, 2000. This is reflected in exhibits
159 and 24. Disclosure of sealed information in
the letter violated the order sealing the record
as references to executive compensation matteré,
related allegations and documents involved the use
and disclosure of and compilation of information
of Plaintiff's property and protected information
and ctherwise viglated the terms of the temporary
restraining order, the order of seizure and
protective order.

Number 20, Defendant's complaint to the
United State's Attorney dated August 17, 2000.
This is supported by exhibits 171 and 159. Again

it was a draft of a letter to the United State's
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Attorney attaching prior complaints to the Erie
County District Attorney. In connection with a
letter, there was disclosure of sealed information
in violation of the order sealing the record.
Additionally, there were references to executive
compensation matters, related allegations and
documents involving the use and disclosure and
compilation of use of Plaintiff's property,
protected information he otherwise violated the
temporary restraining order, order of seizure and
protective order.

MR. JAY: Your Honor, may we approach just a
moment on scheduling?

THE COURT: Yes.

MR. JAY: I'm in the middle of the jury trial
and I didn't realize we would be this long.

THE CQURT: You may approach.

(A brief recess was then taken.)

THE COQURT: Number 21, Defendant's letter of
the SEC of August, 18, 2000. This is supported in
the record by Exhibits 99, 99-A and 24 consists of
a letter which defendant drafted and submitted to
the Securities and Exchange Commission closing his

August 17 shareholder proposal. Defendant
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disclosed sealed information in the leéter in
violation of the order sealing the record, his
references to executive compensation matters,
related allegations and documents involved the use
and disclosure of and compilation of information
from Plaintiff's property as defined in the order
of The Court protected material and otherwise
violated the TRO, order of seizure and protective
order.

Number 22, Defendant's complaint to the
Internal Revenue Service dated August 17, 2000.
This is supported in the record by Plaintiff's
Exhibit 108 and 108-A. Defendant drafted and
submitted an August 18, 2000 letter to the
Internal Revenue Service. Defendant's disclosure
of sealed information in this letter violated the
order sealing the record. References to executive
compensation, related deals and documents involved
the use and disclosure of and compilation of
information to Plaintiff's property'defined in
orders of This Court and protected material
otherwise violated the TRO, order of seizure and
protective order.

Number 23, Defendant's September 21, 2000




10
11
12
13
14
15

16

17

18
19
20
21
22
23

24

25

DATA TRACK -VS- LEE - DECISION »
memorandum to outside directors. This is
supported in the record by Exhibit 25 as a
memorandum sent to outside directors. The
memorandum uses and compiles information and
protected information as Plaintiff's property as
defined in orders of This Court and otherwise
violates the terms of the temporary restraining
order, order of seizure and protective order.

Number 26, Defendant's complaint to the
District Attorney dated September 2, 2000. This
is supported in the record by Plaintiff’'s Exhibit
127 and 127-A. He drafted and submitted his
September 2, 2000 letter to the DA, utilized
sealed information in the letter in violation of
the orders sealing the record, made references to
executive compensation matters and other
information constituting Plaintiff's property and
protected information and otherwise violated the
terms of the temporary restraining order, the
order of seizure and the protective order.

MR. VILARDO: I think you misspoke, Your
Honor, I think that was actually number 24.

THE COURT: 1I'm going to go back for the

record. Defendant's complaint to the District
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Attorrney dated September 2, 2000. This is number
24. This is referenced in exhibits 127 and 127-A.
This is a letter dated and submitted dated
September 2, 2000 to the District Attorney. This
letter contains disclosure of sealed information
in violation of the order sealing the record. In
it contains references to executive compensation
matters, related allegations and documents
involving the use and disclosure of and
compilation of information from Plaintiff's
property as defined in the orders of This Court,
protected information and otherwise violated the
temporary restraining order, order of seizure and
protective order.

Number 25, Defendant's complaint to the
District Attorney dated September. 18, 2000. This
is referenced by Exhibits 128 and 128-A. This is
a letter to the DA dated September 18, 2000
draftecd and submitted by the defendant.
Defendant's disclosure of sealed information in
the letter vicolated the order sealing the record,
various references to executive compensation
matters related documents involving the use and

disclosure of and compilation of information of
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Plaintiff's property as defined in the orders of
This Céurt and protected information and otherwise
vigolated tﬁe terms ¢f the temporary restraining
order, order of seizure and protective order.

Number 26, Defendant's September 20 manifesto
or document. This is referenced in Plaintiff's
Exhibit 13, 14, and l14-A defendant wrote and sent
the September 20, 2000 document or manifesto to
more than 300 recipients, then he refused to
identify these recipients. The record shows that
recipients were determined to include many Western
New York elected officials, National Fuel Gas
employees and shareholders. Defendant maintained
the manifesto was a kin to a press release. This
is supported by Exhibit 13, Defendant's disclosure
of the sealed information in each of these 300
letters violated the orders sealing the record.
The references in each of these 300 letters to
executive compensation related allegations and
documents involyed the use and disclosure of and
compilation of information to Plaintiff's property
as defined in orders of This Court protected
material and otherwise violated the ifems of the

temporary restraining order, order of seizure and
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protactive order.

Number 27, Defendant's complaint to the
District Attorney on September 20, 2000. This is
supported by reference to Exhibits 166 and 13.
Defendant drafted and submitted a September 20,
2000 letter to the district attorney attaching a
September 20, manifesto. He so -- in doing so, he
disclosed sealed inférmation in violation of éhe
orders seal the record. He also referenced
information or compiled information utilizing
Plaintiff's property protected information and
otherwise violated the terms of the temporary
restraining order, the order of seizure and the
protective order.

Number 28; Defendant's complaint to the
District Attorney dated September 23, 2000. This
is supported by reference to Plaintiff's Exhibit
129 and 129-A. Defendant drafted and submitted a
Septemper 23, 2000 letter to the district
attorney. In doing so, he disclosed sealed
information in violation of the orders sealed the
record. Various references contained in the
letter include utilizatidn and disclosure and

compilation of information from Plaintiff's
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property and protected information and otherwise
violate the terms of the temporary restraining
order, the order of seizure and the protective
order.

Number 29, Defendant's complaint to the
United State's Attorney dated Sep;ember 24, 20Q0.
This is supported in the record by reference to
Exhibits 165, 127, 127-A, 128 and 128-A.
Defendant drafted and submitted a September 24,
2000 letter to the United State's Attorney
attaching several complaints he had previously
sent to the District Attorney. Defendant's
disclosure of sealed informétion in this letter
v;olated the orders sealing the record. His
feferences to executive compensation matters,
related allegations and documents involve the use -

and disclosure of and compilation of information

from Plaintiff's property as defined in the orders

of This Court and protected information and
otherwise violated the terms of the tempofary
restraining order, order of seizure and protective
order. '

Number 30, Defendant's disclosure to the

United State's attorney dated October 1, 2000.
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This is supported in the record_by Plaintiff's
Exhibit 142, defendant drafted an October 1, 2000
discussion list, excuse me, United State's
Assistant to U.S. Attorney, Mark Gromis, who is an
assistant in Fhe office. The document states the
U.S. attorney received his August 17, 2000
shareholder proposal and discussed several other
documents. These documents include Plaintiff's
13, Plaintiff's 24 and Plaintiff's 49. 1In
utilization of this document, defendant disclosed
sealed information during his conference with Mr.
Gromis in violation of the order sealing the
record. His other references to compensation
matters and other information include the
disclosure of and compilation of information from
Plaintiff's property as defined in the orders of
This Court and protected information and otherwise
violatea the terms of the temporary restraining
order, order of seizure and protective order.

Number 31, Defendant's complaint to the
United State's attorney dated October 7, 2000.
This is supported in the record by Exhibits 110
and 110-A defendant drafted and submitted an

October 7, 2000 letter tc the United State's
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attorney. He disclosed sealed information in
violation of the order sealing the record. The
references contained in the record, excuse me, in
this document included the use and disclosure of
and éompilation of information from Plaintiff's
property, protected information otherwise violated
the terms of the temporary restraining order, the
order of seizure and the protective order.

With respect to number 32, Defendant's
complaint to the United State's Attorney dated
October 26, 2000, this is supported in the record
by Exhibits 111 and 111-A. Defendant drafted and
submit:ted an October 26 letter to the U.S.
Attorney. Defendant’'s disclosure of sealed
information in this ietter violated the order
sealing the record. His references to executive
compensation matters, rela;ed allegations and
documents involved the use and disclosure of and
compilation of information from Plaintiff's
property, protected information otherwise violated
the temporary restraining order, order of seizure
and protective order.

Number 33, Defendant’'s complaint to the

Attorney General dated October 26, 2000. This is
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supported in the record by Plaintiff's Exhibit 125
and 125-A. Défendant drafted and submitted an
October 26, 2000 letter to the Attorney General
urging the Attorney General to review his prior
complaints. Again in doing so, he disclosed
sealed information in the letter in violation of
the order sealing the record. He also referenced
compensation matters and related allegations which
involve the use and disclosure of and compilation
of information from Plaintiff's property as
defined in the orders of This Court and protected
information and otherwise violated the terms of
the temporary restraining order, order of seizure
and protective order.

Number 34, in connection with the civil

contempt, Defendant's letter to the Securities and

Exchange Commission dated November 1, 2000. This

is supported.in the record by reference to
Exhibits 101 and 101-A. Defendant drafted and
submitted a November 1, 2000 letter to the
Securities and Exchange Commission, shareholder
proposal department. Defendant disclosed sealed
information in this letter in violation of the

order sealing the record. Various references in

-
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the letter with respect to executive compensation
matters, related allegations and documents
involved the use and disclosure of and compilation
of information from Plaintiff's property and
protected material and otherwise violated the
terms of the temporary restraining order, order of
seizure and protective order.

I hereby adjudicate Curtis Lee in civil
contempt of the orders of This Court as referenced
in my findings and in the record before This
Court, specifically 34 counts of civil contempt in
that there was an unambiguous order or orders of
This Court, he violated the orders of This Court,
he disobeyed them. In doing so, he defeated,
impaired, impeded rights granted to Plaintiffs
pursuant to the orders of This Court.

I shall now turn my attention té the question
of '‘acts of civil and criminal contempt. Again,
the burden was upon National Fuel to prove beyond
a reasonable doubt that there were unambiguous
orders of This Court, there was 3 willful or
intentional violation of the orders of This Court,
not in advertence, not a mistake, but willful.

In looking at case law in this area including
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the case of People versus Solomon, 150 Misc. 24
873, 271 N.Y. Supp. 2d 136, willful means
something more than a voluntary act and more also
than an intentional act, which is in fact
wrongful. It includes the idea of an act
intentionally done with a wrongful purpose or with
a design to ihjurg another or one committed out of
pure wontedness or lawlessness. Such intent must
enter into or characterize the acts complained of.
So, The Court is cognizant of the standard imposed
and that being proof beyond a reasonable doubt,
there has to be a willful or intentional violation
of The Court order, the order has to be
unambiguous. The Court has carefully looked at
allegations 35 through 70 which were put forth by
National Fuel Gas in support of an adjudication of
criminal contempt and civil contempt. And as I
referenced in my procedural comments, acts of a
defendant may constitute both criminal contempt
and civil contempt, that being the same act may
serve as the predicate for a judicial
determination of criminal contempt and civil
contempt if the requisite elements are met. The

elements of criminal contempt, proof bevyond a

-
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reasonable doubt, a willful or intentional
violation of an order and clear and unambiguous
order, civil contempt, a clear and convincing
evidence or reasonable certainty existence of an
unambiguous court order, disobedience of The Court
order which defeats, impairs, impedes or
prejudices the rights of a party. The Court is
clear on the law in this area that the same
conduct may constitute both criminal and civil
contempt as long as the requisite evidence
supports the adjudication and the proof satisfies
the relevant evidentiary standard. I would take
specific note of the fact that on November 2, 2000
a written order of contempt and permanent
injunction was served upon Mr. Lee. It was filed
with The Court and a certified copy was served
upon him. That was done by my colleague, Justice
NeMoyer as referenced in Plaintiff's Exhibit 6-A.
I would note for the record that my colleague,
Justice NeMoyer in the order determined that This
Court has jurisdiction over defendant and the
subject matter of this action. Defendant wés
properly served with certified copies of this

Court's written orders and with Plaintiff's
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motion, motions. Defendant has actual knowledge
of the Court's orders as listed in this order at
page 5 and Plaintiff's motion. Defendant has the
ability to cpmply with these orders. The orders
were never appealed and became law of the case
with which defendant was mandated to comply.
Defendant repeatedly vio;ated these orders.
Defendant intentionally defeated, impaired,
impeded or prejudiced the rights and remedies of
the Plaintiffs. Defendant was an attorney who
provided legal service, legal advice to one or
more Plaintiffs during his employment, including
but not limited to the time period of 1991 through
1998, particularly in the area of compensation and
benefit issues and continued to do so throughout
his employment. The subject matter of Defendant's
internal and external complaints of outside
memorandum from June 6, 1998 through February of
2000 Felate in large part that issues defendant
worked on as attorney for one or more Plaintiffé
and complaints and memoranda referenced in 9 above
and many of the items recovered by Plaintiffs from
defendant pursuant to the Court's various orders

contained Plaintiff's confidences and secrets as
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those terms were defined under Disciplinary Rule
4101-2 and it was hereby ordered that motion one
is denied as moot, ordered that motions 5 and 6
are denied. It was further ordered that motion 2
is granted. Qefendant's answer is stricken
pursuant to CPLR 3103, 3124 and this Court's
inherent power because of Defendant's conduct and
all of Defendant's discovery demands and
deposition notices are vacated and Plaintiff's
request for protective order is therefore moot.
And it was further ordered that motions 3 and 4
are granted to the extent This Court holds
defendant in civil contempt of knowingly and
repeatedly violating the TRO order regarding
annual stockheolder’'s meeting ordered February 17,
1999, order of seizure, preliminary order sealing
record entered February 4, 1999; order regarding
computer inspection and directing defendant to
provide affidavit privilege log and Plaintiff's
property entered June 4, 1999; order regarding
CPLR 7112; examination of defendant entered June
10, 1599; order sealing record entered July 9,
1999; and it was further concluded as a matter of

law that defendant violated the TRO by using and
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disclosing Plaintiff's property to the Wall Street
Journal after entry of the temporary restraining
order, that defendént viclated the February 17
order as Defendant's own affidavit, acknowledged
he went beyond the scope of the proxy statement
dated December 31, 1998 and February, 1999 annual
stockholder meeting. Defendant vioclated the TRO
and order of séizure by using Plaintiff'g property
and memoranda addressed to Plaintiff's directors,
specifically those memoranda dated March 24, 1998,
June 20, 1999, September 13, 1999, December 5,
1989, December 14, 1999 and February 14, 2000.
Without belabaring the record further, Justice
NeMoyer in his order goes on to recite the
additional orders of contempt in his adjudication
of 13 violations of civil contempt as referenced
on.pages 6 and 7 of the order marked Plaintiff's
Exhibit 6-A dated October 31, 2000. He further
ordered that the defendant is permanently enjoined
an& restrained from diéclosing, using for his own
benefit or for the benefit of others, destroying
or otherwise disposing of reproducing, copying,
extracting or compiling information from any and

all records, documents and confidential or secret
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information including, but not limited to
memoranda, reports, legal files, personnel
records, executive compensation files, drafts,
summary, telephone logs, notes, computerized
records, diskettes and writings of any kind or
copies thereof or handwritten cor typed notes or
cémpilation therefrom pertaining to their
directors, officers, ermployees and businesses that
were obtained by, prepared by or became known to
defendant as a result of his employment by
Plaintiffs or his internal and external complaints
defined as Plaintiff's property, except those
items which are specifically identified in
headings 1 and 2 annexed to the order that are
also publicly available and acquired by the
defendant in his role as a shareholder or rate
payer. And then the order continues. i will not
belabor the record further other than to note that
this order of November 2nd, excuse me, October 31,
2000 was subsequently affirmed by the Appellate
Division, 4th Judic¢ial Department in its
memorandum decision of February, 2002.

Keeping in mind the burdens imposed upon

National Fuel Gas for both criminal and civil
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contempt, keeping in mind further the orders of
This Court which are part of the record of these
proceedings, I hereby determine that éurtis Lee
has committed both criminal and civil contempt in
connection with the following activities:

Number 35, Defendant's complaint to the
United State's Attorney dated November 4, 2000.
This is referenced in Exhibits 112 and 112-A
defendant drafted and submitted a November 4, 2000
letter to the United State's Attorney.
Defendant's disclosure of sealed information in
this letter violated the orders sealing the
record, his references to executlve compensation
matters, related allegations and documents
involved the use and disclésure of and compilation
of information from Plaintiff's.property and
protected information and otherwise violated the
protective orders and order of contempt and
permanent injunction. Number 36, Defendant's
letter to the Securities and Eichange Commission
dated November 12, 2000. This is referenced by
Exhibit 40. Defendant drafted and submitted a
November 12, 2000 letter to the Securities and

Exchange Commission. Defendant's disclosure of
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sealed informatfon in this letter violated the
orders sealing the record. His references to
executive compensation matters, related
allegations and documents involved the use and
disclosure of and compilation of information from
Plaintiff's property as defined in orders of This
Court and protected information and violated the
protective order and the order of contempt and
permanent injunction.

MNMumber 37, Defendant's letter to the
Securities and Exchange Commission dated November
27, 2000. This is referenced by Exhibit 41.
Defendant drafted and submitted a November 27,
2000 letter to the Securities and Exchange
Commission. Defendant's disclosure of sealed
information in this letter violated the orders
sealing the record, his references contained
therein involved the use and disclosure of and
compilation of information from Plaintiff's
property and protected information and otherwise
violated the protective order and érder of
contempt and permanent injunction.

Number 38, Defendant's letter to the SEC

dated December 8, 2000. This is referenced in
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Plaintiff's Exhibit 42 and 102, the unredacted
version. Defendant drafted and submitted a
December 8, 2000 letter to the Securities and
Exchange Commission. Defendant's disclosure of
sealed information in that letter violated the
orders sealing the record. His references
contained thergin to executive compensation
matters involved the use and disclosure of and
compilation of information from Plaintiff's
property as defined in orders of This Court and
protected information and otherwise violated the
protective order and order of contempt and |
permanent injunction.

Number 39, Defendant's complaint to the
United State's Attorney dated December 11, 2000.
This is5 referenced by Plaintiff's Exhibit 113,
113-A and 40 through 42. Defendant drafted and
submitted a December 11, 2000 letter to the United
State's Attorney enclosing letters he sent to the
SEC regarding his August 17, 2000 shareholder
proposal. Defendant's disclosure of sealed
information in this letter violated the orders
sealing the record. His references to executive

compensation matters related allegations and
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documents involved the use and disclosure of and
compilation of information from Plaintiff's
property and protected information and otherwise
violated the protective order and order of
contempt and permanent injunction.

Number 40, Defendant's letter to the
Securities and Exchange Commission dated January
6, 2001. This is referenced by Exhibits 43, 40
through 42. Defendant drafted and submitted a
January 6, 2001 letter to the SEC in closing his
November 12 and 27 and December 8, 2000 letters to
the SEC Defendant's disclosure of sealed
information in this letter violated the orders
sealing the record. His references contained
therein and related allegations involved the use
and disclosure of confidential ipformation from
Plaintiff's property and protected information and
ctherwise violated the protective order and order
of contempt and permanent injunction.

Number 41, Defendant’s complaint to the
United State's attorney dated January 23, 2001.
This is supported in the record by Exhibits 115
and 115-A. Defendant drafted and submitted a

January 22, 2000 letter to the United State's
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Attorney. Defendant's disclosure of sealed
information in this letter violated the orders
sealing the record. His references contained
therein to executive compensation matters and
related items involved the use and disclosure of
and compilation of information from Plaintiff's
property as defined in the order of This Court and
protected information and otherwise violated the
protective order and order of contempt and
permanent injunction.

Mumber 42, Defendant's complaint to the U.S.
Attorney dated January 27, 2001. This is
referenced in Exhibit 148. Defendant drafted and
submitted a January 27, 2001 letter to the United
States Attorney. In doing so, he disclosed sealed
information in violation of the order sealing the
recorcd. There's references contained therein
involved the use and disclosure and compilation of
information of Plaintiff's property defined in
order of This Court and protected information and
otherwise violated the protective order and orders
of contempt and permanent injunction.

Number 43, Defendant's letter to the

Securities and Exchange commission dated January
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28, 2001. This is referenced in Exhibits 103 and
24. The record shows defendant drafted and
submitted January 28, 2001 letter to the SEC.in
closing his August 17, 2001 shareholder proposal
and other documents. Defendant's disclosure of
sealed information in this letter violated the
orders sealing the record. His references to
executive compensation matters related allegations
and documents involved the use and disclosure of
and compilation of information from Plaintiff's
property and protected information and otherwise
violated the protective order and order of
contempt and permanent injunction.

Number 44, Defendant's complaint to the
United State's attorney dated February 16, 2001.
This is supported in record by Exhibits 117,
117-A, 143 through 147. Defendant drafted and
submitted a February 16, 2001 letter to the United
State's attorney containing five attachments. His
disclosures in the letter was of sealed
information in violation of the orders sealing the
record. His references contained therein include
the use and disclosure and compilation of

information of Plaintiff's property as defined in
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orders of This Court and protected information and
otherwise viplate the protective order and order
of contempt and permanent injunction.

Number 45, Defendant's complaint to the
United State's attorney dated February 20, 2001.
This is supported in the record by reference to
Exhibits 118 and 118-A defendant drafted and
submitted a February 20, 2001 letter to the United
State's Attorney. In doing so, he disclosed
sealed information in violation of the orders
sealing the record. His references contained in
the letter involved the use and disclosure of and
compilation of information from Plaintiff's
property as defined in orders of This Court,
protected information and otherwise violated the
protective order and orders of contempt and
permanent injunction.

Number 46, Defendant's complaint to the
United State's Attorney dated March 1, 2001. This
again is supported in the record by reference to
Exhibits 119 and 119-A. Defendant drafted and
submitted a March 1, 2001 letter to the United
State's Attorney. His disclosure of violation

information violates the order sealing the record.
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His references contained in the letter involved
the use and disclosure of and compilation of
information from Plaintiff's property as defined
in orders of This Court information otherwise
protected in violation of the terms of the
protective order, order of contempt and permanent
injunction.

Number 47, Defendant's complaint to the
Public Service Commission dated March 5, 2001l.
This is supported in the reéord by Exhibits 137
and 149. Defendant drafted and submitted a March
5, 2001 letter to the New York State Public
Service Commission, Defendant's disclosure of
sealed information in this letter violated the
orders sealing the record. His references
contained therein involve the use and disclosure
of and compilation of information from Plaintiff's
property, protected information and otherwise
violated the protective order and order of
contempt and permanent injunction.

Number 48, Buffalo News article of March 18,
2001. This was referenced in Exhibit 30 and 30-A.
This article identifies, guotes and paraphrases

the defendant. The article quotes the June 6,




10
11
12
13
14
15
16
17
18
19
20
21

22

23
24

25

5

DATA TRACK -VS- LEE - DECISION ’
1998 memorandum demonstrating that defendant
provided copies or access of copies of Plaintiff's
property as defined in orders of This Court to the
Buffalo News. The record supports, based uvpon the
testimony of Mr. Bebe, news reporter who authored
the article testified that the quotes and
statements attributed to the defendant .were
accurate. 1 refer to the transcript of April 29,
2000 at lines 9 through-1ll. When asked if
defendant was unable to identify any errors of
substance in the article refer to the proceedings
before This Court on January 29, 2002 at pages 65
through 70 defendant also testified he believed
the article was substantially accurate. This is
referenced in Exhibit 54. Defendant compounded
his use and disclosure of information and
disclosed information constituting Plaintiff's
property to the news ratified his belief that it
was an accurate article by distributing the news
articles fo others and relying on it during the
course of this proceeding. I would refer to
Exhibits 33, 33-A, 15 and 15-A in support of this
finding. Defendant's disclosure of sealed

information in the March 18, 2001 news article
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violated the orders sealing the record. There's
references to executive compensation and other
items involved the use and disclosure of and
compilation of information from Plaintiff's
property, protected information and violates the
terms of the protective order and order of
contempt and permanent injunction.

With respect to count 49, Defendant's March
18, 2001 memorandum to outside directors, again, I
adjudicate defendant in both criminal and civil
contempt. This is referenced in Exhibits 26 and
26-A. Defendant drafted and sent this memorandum
directly to outside directors. Memorandum
references executive compensation and other
matters involving the use and disclosure of and
compilation of information constituting
Plaintiff's property, protective information and
otherwise violate the protective order and the
order of contempt and permanent injunction.

Number 50, Defendant's March 18, 2001
memorandum to Moog directors. This is referenced
in Exhibit 15. Defendant wrote and sent the
memorandum to three members of the Moog board of

directors. Defendant's disclosure of sealed
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information in this memorandum violated the orders
sealing the record. There's reference to
executive compensation matters related documents
involved the use and disclosure of and compilation
of information constituting Plaintiff's property
or from Plaintiff's property protected information
and otherwise violated the protective order, order
of contempt and permanent injunction.

Number 51, disclosure of the March 18 News
article to Merrill Lynch. Defendant sent the
March 18, 2001 Buffalo News article to Donato
Eassey, D-O-N-A-T-0, E-AjS-S—E—Y, a gas industry
analyst with the firm of Merrill Lynﬁh. This is
referenced in Exhibits 30-A, 33 and 54 at page
508, as well as 556 to 558. Defendant violated
the orders sealing the record, order of contempt
and permanent injunction and protective order.

Number 52, Defendant's letter to the SEC
dated March 18, 2001. This is supported in the
record by reference to Exhibits 105 and 105-A.
Defendant drafted and submitted a March 18, 2001
letter to the SEC Defendant's disclosure of sealed
information in this letter violated the order

sealing the record. His references to executive
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compensation matters involved the use and
disclosure of and compilation of information from
Plaintiff's property as defined in orders of This
Court, protected and otherwise violated the
protective order and order of contempt and
permanent injunction.-

Number 53, Defendant's complaint to the
United States attorney dated March 18, 2001. This
is supported in the record by reference to
Exhibits 120, 120-A and 149. Defendant drafted
and submitted March 19, 2001 letter to the U.S.
Attorney. Defendant's disclosure of sealed
information in this letter vioclated the order
sealing the record. Various references contained
therein involved the use and disclose of and
compilation of Plaintiff's property as defined in
orders of This Court protected information and
otherwise violated the protective order and order
of contempt and permanent injunction.

Number 54, the Buffalo News article of March
21, 2001. This is supported in the record by
Plaintiff's Exhibit 31. This article summarizes
the contents of motion papers submitted by

National Fuel on March 19, 2001, the day after the
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2 news article referenced above. The March 21

3 article quotes Defendant stating allegations

4 regarding executive compensation matters on which
5 defendant worked on while employed at National

6 Fuel. Defendant references and relies on this

7 article in his August 22, 2001 affidavit, Exhibit
8 84 and testimony before This Court Mr. Beebe of

9 The News testified that gquotations and statements
10 attributed to the defendant were accurate.

11 Defendant's disclosure of sealed information in
12 this article vioclated the order sealing the

13 record. His references to executive compensation
14 matters and related allegations involved the use
15 and disclosure of and compilation of information

from Plaintiff's property as defined in orders of
This Court and otherwise violated the protective
order, order of contempt and permanent injunction.

Number 55, Defendant's complaint to the U.S.
Attorney dated March 22, 2001. This is supported
in the record by reference to Plaintiff's Exhibit
121. Defendant drafted and submitted a March 22
2001 letter to the United State's Attorney. In so
doing, he disclosed sealed information in

violation of the orders sealing the record. He
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also disclosed other information involving the use
and disclosure of and compilation of information
from Plaintiff's property, protected information
and otherwise violated the protective order and
order of contempt and permanent injunction.

Number 56, Defendant's complaint to the
District Attorney dated April 2, 2001. This is
referenced in Exhibits 131 and 131-A. Defendant
drafted and submitted an April 2, 2001 letter to
the District Attorney of Erie County. 1In so
doing, he violated the orders sealing the record.

‘He also used or disclosed information compiled
from Plaintiff's property, protected information
and violated the protective order and order of
contempt and permanent injunction.

Number 57, Defendant's complaint to the
Internal Revenue Service dated April 2, 2001.

This is supported in record by reference to
Exhibits 109 and 109-A. Defendant drafted and
submitted an April 12, 2001 letter to the Internal
Revenue Service. In so doing, he disclosed sealed
information in the lettér and in violation of the
orders sealing the record. His references

contained therein involved the use and disclosure
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of information compiled from Plaintiff's property,
protectéd information and otherwise violated the
protective order and order of contempt and
permanent injunction.

Number 58, Defendant's interview with WIVB,
Channel 4 on June 28, 2001. Record shows
defendant was interviewed by WIVB, Channel 4
regarding executive compensation matters at
National Fuel and sealed proceedings before this
Court which was broadcast at least in part on WIVB
T.V., also known as Channel 4 on June 28, 2001.
Defendant used and disclosed Plaintiff's property
and other sealed and protected information during
this interview. Defendant's companion testified
that the videotape recording was an accurate
portrayal that at least part of Defendant's
interview and broadcast. Defendant's disclosures
during the interview of sealed information
violated the orders sealing the record and the
April 10th order as references to executive
compensation matters is and related allegations
invelved the use and disclosure and compilation of
informétion from Piaiﬁtiff's property and

otherwise violated the protective order, order of
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contempt and permanent injunction as well as the
May 29,'order. Defendént's August --

Number 5%, Defendant's August 15, 2001
communication. This is referenced in the recqrd
by Exhibits 16. Defendant wrote and sent an
August 15, 2000 communication to approximately 100
chief investment and financial officers, National
Fuel Gas employees and shareholders. Defendant's
disclosure of sealed information in each of these
100 letters violated the orders sealing the
record. References contained therein involve the
use and disclosure of, compilation of information
of Plaintiff's property, protected information in
each of these 100 letters and otherwise violated
the terms of the temporary restraining order, the
order of seizure, the protective orders, the order

of contempt and permanent injunction, the April

10th order and the May 29th order.

Number 60, Defendant's August 16, 2001
communication. This is referenced in the record
in Exhibit 16-B. Defendant wrote and sent the.
August 16, 2000 communication along with the
August 15 communication to approximately 100 chief

investment and financial officers, National Fuel
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Gas employees and shareholders. Defendant's
disclosure sealed information in these 100 letters
violated the orders seal the record. His
references to executive compensation and related
matters involved the use and disclosure of
confidential information of Plaintiff's property
and protected information in each of these 100
letters and otherwise violated the terms of the
temporary restraining order, order of seizure,
protective order, order of contempt and permanent
injunction, the April 10th order and May 29th,
order.

Number 61, Defendant's letter of September 2,
2001 to Phillip Ackerman. This is referenced in
the record in Exhibit 27. Defendant drafted and
sent this letter directly to Phillip Ackerman,.CEO
of National Fuel Gas Company. References to
executive compensation matters, related
allegations and documents involved the use and
compilation from Plaintiff's property and
otherwise violated the terms of the protective
order, order of contempt and permanent injunction
as well, as the April 10th order and May 29th

order.
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Number 62, Defendant's October 1, 2001
memoran&um to outside directors. This is
referenced in Exhibit 92. Defendant drafted and
sent this memorandum to outside directors,
although he knew National Fuel was represenfed,
Defendant's references to executive compensation
matters and other items contained therein involve
the use and compilation of information from
Plaintiff's property and otherwise violated the
terms of the protective order, the order of
contempt and permanent injunction, the Apfii 10th
order and the May 2%th order.

Number 63, Defendant'’'s October 5, 2001
manifesto to shareholders. This is referenced in
the record in Exhibits 22 and 34. Defendant
drafted aﬁd sent an October 5, 2001 manifesto to
shareholders of National Fuel Gas Company.
Defendant's disclosure of sealed information in
these letters violated the orders sealing the
record. His referenceg contained therein involved
the use and disclosure of and compilation of
information from Plaintiff's protective property,
protected information and otherwise violated the

protective order, the order of contempt and
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permanent injunction, the April 10th order and the
May 29 order.

Number 64, Defendant's letter to the
Securities and Exchange Commission dated November
17th, 2001. Again, this is supported in the
record by reference to Exhibit 8l1. Defendant
drafted and submitted the March 18, 2001 létter to
the SEC, Defendant's disclosure ofﬁééaled
information in the letter violated the order
sealing the record. His references contained
therein involved the use and disclosure of and
compilation of information from Plaintiff's
property and protected information and otherhise
violated the protective order, order of contempt,
permanent injunction, April 10 order and May 29
order.

Number 65, Defendant's letter to the SEC
dated Septembér 7, 2001. This is supported in the
record by reference to Plaintiff's Exhibit 96.
Defendant drafted and submitted December 7, 2001
letter to the Securities and Exchange Commission.
Defendant's disclosure of sealed information in
this letter violated the order sealing the record.

References contained therein involve the use and
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disclosure of, compilation of information from
Plaintiff's property, protected information and
otherwise violated protective order, order of
contempt and permanent injunction April 10 order .
and May 29 order.

Number 66, Defendant's letter to the
Securities and Exchange Commission dated December
13, 2001. Again, supported in the record by
reference to Plaintiff's Exhibit 97, defendant
drafted and submitted the December 13, 2001 letter
to the SEC. Defendant's disclosure of sealed
information in this letter violated the order
sealing the record. References contained therein
involve the use and disclosure of and compilation
of information which constitute Plaintiff's
property as defined in orders of This Court,
protected information otherwise violated the
protective order, order of contempt, permanent
injunction, April 10 order and May 28 order.

Number 67, Defendant's letter to Price
Waterhouse Coopers, Exhibit 162. Defendant
drafted and sent a January 20, 2002 letter to
Price Waterhouse Coopers. This is contained as

Exhibit 162. The disclosure of sealed information
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in this letter viclated the ordér sealing the
record.' References contained therein involved the
use and disclosure of and compilation of
information constituting Plaintiff{'s property or
information compiled from Plaintiff's property,
protected information and violated the protective
order, the order of contempt, the permanent
injunction, April 10 order and the May 29 order.
Number 68, Defendant's complaint, first
amended complaint and second amended complaint in
Lee 2. These are exhibits 35, 36 and 37.
Defendant drafted and filed the findings in Lee
versus National Fuel Gas, et al also known as Lee
2. Defendant was held in contempt for willfully
violating and disclosing sealed information and
Plaintiff's property through his complaint in Lee
2. Defendant did not amend his pleadings to
exclude sealed or protected information or
Plaintiff's property. Defendanf's continued
disclosure of sealed information in the pleadings
violates the order sealing the record. References
contained therein involve the continued use and
disclosure and compilation of information of

Plaintiff's property and protective information




[x )

10
11
12
13
14
15
le
17
18
19
20
21
22
23
24
25

2

DATA TRACK -VS- LEE - DECISION 1
and ctherwise violated the terms of the temporary
restraining order, order of seizure, protective |
order, the order of contempt and permanent
injunction together with the April 10 order and
the May 29 order. Defendant's complaint in motion
papers in Lee 5. This is supported by Exhibits 38
and 39, defendant admitted drafted and filing of
pleadings and motion papers in Lee versus National
Fuel Gas, also known at Lee 5. Defendant's
disclosure of sealed information in these
pleadings and motion papers violated the orders
sealing the record. References contained therein
involve the use and disclosure of and compilation
information from Plaintiff's property, protected
information and otherwise viclated the TRO, the
order of seizure, the protective order, order of
contempt and permanent injunction together with
the April 10 order and the May 29th order.

Number 70, Defendant's refusal to surrendered
Plaintiff's property. .Defendant's on-going use
and disclosure of Plaintiff's property supports a
finding that defendant is guilty of civil contempt
in connection with failing to turn over

Plaintiff's property. The retention of
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Plaintiff's property violated the order cof
seizure, violates the order of contempt and
permanent injunction in the May 29th order.
Defendant's intentionally defeated, impaired,
impeded or prejudiced the rights and remedies of
Plaintiffs through his actions by disclosing
Plaintiff's property, clients secrets and
confidences forcing National Fuel to incur
attorneys' fees and expenses and allocating
internal resources. The acts and violations
detailed were cumulative in nature. Defendant
continually disregarded orders of The Court and
all of these actions were done after service of
the order of contempt dated November 2, 2000.

In connection with defendant's refusal to
surrender items of Plaintiff's property, I'm
satisfied that the act is one of civil contempt
based upon the orders of This Court. I believe
they were clear and unambiguous and I believe the
failure of the defendaht to turn over the property
was designed to impair, impede or otherwise
prejudice the substantive rights of National Fuel
Gas, 50 I adjudicate him only of civil contempt in

connection with number 70. Therefore, based upon
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the proof before me, I find Curtis Lee guilty of
criminai and civil contempt in connection with
number 35, 36, 37, 38, 39, 40, 41, 42, 43, 44, 45,
46, 47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 57,
58, 59, 60, 61, 62, 63, 64, 65, 66, 67, €8, 69. I
find him guilty of civil contempt in connection
with number 70. That constitutes the ruling of
The Ccurt. Do Plaintiffs have any application at
this time prior to my setting a date for
sentencing?

MR. JAY: No, Your Honor.

THE COURT: Mr. Jay, do you have .any
application at this time prior to setting a date
for sentencing?

MR. JAY: No, sir.

THE COURT: Mr. Jay, I'm going to require
your client to surrender his passport to The
Court. I'll ask him to turn it over to you as an
officer of The Court and you to entrust it to The
Court. I'm going to order a forensic evaluation
of your client and I would accept your
recommendation. I know you're very experienced in
these matters or The Court will conduct a forensic

evaluation itself. The Court is also going to
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require Mr. Leé to the Erie County Department of
Probatidn fo? a background investigation in
connection with this matter. As you know, I have
a range of sentencing options available to me. 1
want to be extremely reasonable in terms of this.
I want as much information before me that you can
get me so I can fully evaluate this matter. It is
a most serious matter. I don't need to belabor
the record with it. If you want to be heard on
the question of whether I should allow him to
remain on his own recognizance?

MR. JAY: Judge, I would request that that be
permitted. Mr. Lee, as you know has been a
participant in the this matter since the very
beginning. He has, even when thwarted in his
attempzs to reverse the initial -decision,
continued to participate without any requirement
of any bail. Frankly, at this point in time his
financial position, I don't know the exact
numbers, but I frankly-don't believe that he could
raise as much bail. As he has testified, he has
spent an inordinate amount of money in trying to
defend this matter and he hasn't worked in about 6

months or 8 months, more than a year. He's a
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life-long resident of the Western New York. He
has family and friends here. I can't imagine that
he would be any kina of a flight risk. 1It's
interesting that this issue is raised today.
There's another proceeding going on in another
court on the very same issue.

THE COURT: Yes, there is. I'm cognizant of
that.

MR. JAY: I would request particularly in
view of the fact that he is in fact an officer of
The Court and The Court has directed that he turn
his passport in, that that would end the inquiry
and would request he be released on his own
recognizance.

THE COQURT: Provided his passport is turned
over to you, Mr. Jay, and you provide it to The
Court in 24 hours I will grant him O.R. release
pending sentencing. If the passport is not
submitted to The Court, I will reconsider my
ruling. However, I do view this as a serious
matter. I won't belabor the record with it. I am
going to set a sentencing date now. I'll request
we be in brief recess for about two minutes.

(A brief recess was then taken.)




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

DATA TRACK -VS- LEE - DECISION "

THE COURT: Mr. Jay, I know you are busy
November 4th in the afternoon.

MR. JAY: Judge, I don't believe that the
probation office could ever get the report out
that quickly, particularly in a case like that. I
think they probably need, I know counsel is
involved in many matters, six weeks at minimum, I
would think. -

THE COURT: I would like to get it in before
the holidays.

MR. JAY: I understand.

THE COURT: How about Tuesday, November 26,
Mr. Jay?

MR. JAY: Judge, that's fine with my
schedule. Again, we will be impinging upon Judge
Gruber.

THE COURT: Tuesday November. 26th.

MR. JAY: Can we try one o'clock?

THE COURT: Two o'clock, fine?

ME. JAY: Two o'clock.

THE COURT: Two o'clock. Mr. Jay, when you
bring the passport tomorrow, I'll advise you as to
what, who the individual I want you to contact,

have Mr. Lee contact whoever at the probation
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department it is. I would also want your
recommehdatioﬁ on forensic. Thank you and I'll
advise Plaintiff's counsel in that regard. I know
you're very experienced in these matters. I have
some thoughts in the area, but I would like for
you to give it some thought. Do we have any
further business, Mr. Vilardo, Mr. Schmidt,

Mr. Manning?

MR. SCHMIDT: Your Honor, the Plaintiffs
still have pending the motion for enforcement
prior to judgment pursuant to 522%. We would
respectfully submit that that motion has become
all the more urgent under the present
circumstances.

THE COURT: Court will set a separate
proceeding to address that. I know it's before
me. I'm going to do that this afternoon. I'll
give you a reservation of rights with respect to
counsel fees on the civil contempt. Any other
business?

MR. JAY: No, sir.

MR. SCHMIDT: No, Your Honor.

THE COURT: We are in recess, thank you.

* * * * *
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Certified to be a true and accurate transcript
of the minutes and/or testimony taken herein
transcribed into English text through Computer

Assisted Transcription,.

Tisa€. Pafaeﬁéki,Léup me Court Reporter
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DATA-TRACK ACCOUNT SERVICES, INC.,
HIGHLAND LAND & MINERALS, INC.,
HORIZON ENERGY DEVELOPMENT, INC.,
NATIONAL FUEL GAS CCOMPANY,
NATIONAL FUEL GAS DISTRIBUTION CORPORATION,
NATIONAL FUEL GAS SUPPLY CORPORATION,
NATIONAL FUEL RESQURCES, INC.,
NIAGARA INDEPENDENCE MARKETING COMPANY,
LEIDY HUB, INC.,
SENECA INDEPENDENCE PIPELINE COMPANY,
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CURTIS W. LEE,
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Supreme Court Justice
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LAWRENCE VILARDO, ESQ.,
KENNETH MANNING, ESQ.
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DAVID JAY, ESQ.,
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THE COURT: The Court will call the matter of
the Data-Track Accounts Services, Inc., Highland Land
Minefals, Inc., Horizon Energy Development, Inc.,
National Fuel Gas Company, National Fuel Gas
Distribution Corp., National Fuel Gas Supply Corp.,
National Fuel Resources, Inc., Niagara Independence
Marketing, Co., Leidy, L-E-I-D-Y, Hub, Inc., Seneca
Independence Pipeline Company, Seneca Resources
Corporation, Upstate Energy, Inc. and Utility
Constructors, Inc., Plaintiffs, versus Curtis W. Lee,
Defendant. The Court will ask for appearances of
counsel beginning with counsel for the Plaintiffs.

MR. SCHMIDT: Your Honor, Larry Vilardo, John
Schmidt and Ken Manning on behalf of Plaintiff's,
along with Julie Coppola Cox from the company.

MR. JAY: David Jay on behalf of the Defendant,
trial counsel, in the contempt proceeding, Your
Honor.

THE COURT: Counsel.

MR. SCOTT: Ross Scott, advisory counsel to Mr.
Lee.

THE COURT: Okay. This matter is down for
sentencing today following the Court's conviction of

Mr. Lee on 70 counts of civil contempt and 35 counts

SHEILA O'SULLIVAN THIE, RPR
SUPREME CQURT REPORTER
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of criminal contempt on or about October 8, 2002.
The Court has had the benefit of a presentence
inveétigation done by the Erie County Department of
Probation, together with a forensic evaluation
performed by Dr. Brian Joseph, M.D. The Court has
also received correspondence in connection with the
sentence from various interested parties, friends or
professional collegues of Mr. Lee. All these matters
have been taken under consideration by the Court in
connection with its sentence.

Prior to addressing the gquestion of the
sentence, the Court was served yesterday with a
motion by Mr. Lee in connection with this matter.
The Court: deems the motion submitted to the Court,
the Court is placing the motion under seal in
connection with this proceeding. The Court will not
entertain argument on the motion. The Court is
extremely familiar with the arguments set forth in
the papers of Mr. Lee, together with the attachments
annexed thereto. The Court is not looking for reply
to the motion from National Fuel Gas counsel because
the motion is directed to the Court and to the
Court's actions in connection with this proceeding;

therefore, no reply need be interposed by National

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER
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Fuel Gas.

In connection the motion -- excuse me, I
missboke. In connection with the motion, this Court
denies the application of Mr. Lee that the Court
recuse itself from all aspects of the case and/or
withdraw from the case because of alleged bias and
misconduct. The Court believes the record will bear
out that, throughout the course of this proceeding,
whether it be during the discovery phases of the
proceeding, the actual contempt hearing itself,
together with the other numercus applications that
were filed, all of which proceedings are on the
record, the Court has conducted itself appropriately

and has at all times adhered to fairness throughout

“the course of these proceedings, and that aspect of

the motion is denied.

Additionally, the Court has considered the
question whether the filing of the motion in and of
itself should cause the Court to re -- to consider
whether it should engage in the sentencing of Mr.
Lee. I have carefully reflected on that, I had
determined what the sentence would be prior to
receiving the motion, there's nothing in the motion

that caused me to believe I cannot proceed fairly and

SHEILA O'SULLIVAN THIE, RFR
SUPREME COURT REPORTER
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impartially in connection with the sentencing of Mr.
Lee. I'm going to deny that aspect of the motion
that requests a determination that it is improper for
me Lo continue to make detexminations and issue any
orders in this case.

I'm going to deny that aspect of the motion that
seeks to vacate all orders issued in this case,
whether those orders were issued by Justice Sconiers,
Justice NeMoyer, by the Appellate Division in its
affirmance of the adjudication of civil contempt by
Mr. Lee on or about February 1, 2002, or any orders
interposed by this Court, including, but not limited
to, this Court's adjudication that Mr. Lee was both
in civil and c¢riminal contempt for the reasons set
forth in the Court's extensive bench decision of
October 8, 2002. I'm going to deny so much of the
motion as requests that this Court suspend all
decisions to impose any sentence and sanctions,
execute any orders or make any determinations in this
case with resgpect to this motion.

I'm also denying the request that this Court
refer this matter to another justice of this Court
for sentencing. 1 am doing so not only because I

believe I can be fair to Mr. Lee, but because I think

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER
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it's entirely inappropriate, as the trial judge in
the contempt hearing, for this Court to refer this
matter for sentencing to a colleague. I've had the
responsibility for handling this case for
approximately two years, I've sat on all pretrial
disclosure proceedings which have been extensive, I
monitored the progress of this case through the
Appellate. Division, I conducted the contempt hearing
myself, I have had the benefit of reading hundreds of
documents that were admitted into evidence, and I am
well-grounded in the facts and circumstances of this
case. I can think of no other justice of the Supreme
Court who should sentence Mr. Lee other than myself
and, quite frankly, without posturing, I would be
abdicating my constitutional responsibilities if I
were to transfer this case to another judge for
sentencing. I would be shirking my duty if I did not
sentence Mr. Lee this morning, so I respectfully
decline the invitation to send the case back on the
wheel where it would be assigned at random to another
judge. Therefore, the motion is denied in its
entirety. It will be filed under seal with the Court
as part of the record of these proceedings.

At this time, is there any legal reason that

SHEILA O'SULLIVAN THIE, RPR
SUPREME CQOURT REPORTER
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this Court should not proceed with sentencing?
MR. VILARDO: No, Your Honor.
'THE COURT: Mr. Vilardo? Mr. Jay?

MR. JAY: Not from our side, Judge.

THE COURT: OQkay. In terms of the sentencing,
it is traditional to hear a presentation from counsel
in connection with the sentencing. Mr. Vilardo, I
will give you an opportunity to speak on behalf of
National Fuel Gas. I would advise you I have read
the submissions of National Fuel Gas, I am well
familiar with the position of National Fuel Gas in
coanection with this matter, but I do want to give
yéu the opportunity traditionally afforded in a
proceeding of this nature. You may proceed, sir.

MR. VILARDO: And I will be brief, Your Honor.
May it please the Court. If ever there was a case of
criminal céntempt that called for a sentence of
incarceration, this is it. The Defendant is a iawyer
who must know that court orders must be obeyed even
when one disagrees with them. Violations have been
repeated, 35 violations resulting in findings of
willfulness and criminal contempt, 35 more resulting
in finding of civil contempt.

There's been a prior warning; in fact, Your

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER
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Honor, there's been more than a prior warning.
$130,000 fine for prior contempt of court which was
paid and which has been affirmed on appeal by the
Fourth Department. And, most of all, Your Honor, Mr.
Lee has told us, in words and in -- and in deed, that
he will not stop. From his letters to Justice |
Sconiers back in 1999 to the letter he submitted to
four Honor here this morning, he has repeatedly
announced that he is right, the judiciary is wrong,
and no one, not Justice Sconiers, not Justice
NeMoyer, not Judge Skretny, not Your Honor can stop
him from what he believes is the exercise of his
rights. There's never been a case like this one,
Judge, with repeated violations of court orders Ey a
lawyer whé, despite warnings and a six-figure fine
and an affirmance by the Appellate Division, says, in
word and in deed, I will not stop.

Now, on some level, Mr. Lee must realize this,
and so his latest strategy was filing the motion for
recusal that Your Honor has just denied. And let me
suggeét to you, Judge, that the motion for recusal
had a purpose in addition to asking you to recuse
yourself. First of all, it accuses the Court of

being short-tempered and angry with him, the Court

SHEILA O'SULLIVAN THIE, RPR
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losing its temper, raising your voice, demonstrating
anger toward him, and accusations whose only purpose
can possibly be to make the Court angry. And I would
suggest to you, Judge, there's a transparent purpose
behind that; it's to make the Court sc angry that
Your Honor must either recuse himself, which you've
said you're not going to do, or bend over backwards
to show how fair you can be to Mr. Lee. It's to set
up an appellate record that makes it look as though a
sentence is imposed out of anger and not out of
rational, logical decision.

Now, let me say first that the Court has been
more than patient with both sides in this case, and
that both sides have tried the Court's patience in
this case from time to time, but Your Honor never
lost his temper, contrary to what Mr. Lee says in
those papers, never raised his voice, never
demonstrated any bias either way. That's not your
style, Judge. That's not your perscnality. It
didn't happen.

Second, and more pertinent to the proceeding
today, let me ask Your Honor to take emotion
completely out of the picture. I don't want you to

sentence Curtis Lee to jail because you're mad at

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER
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him. I'm not going to suggest that he should be
punished because of what he's done to National Fuel
or how angry he's made me or the executives. I want
to approach this logically and rationally. And when
you approach this logically and rationally, the
guestion isn't how can you send Mr. Lee to jail, the
question is how can you not send him to jail?

There are three reasons why a jail term is
compelling here. Number one, Your Honor, it's the
right thing to do. One contempt of court might be
forgivable; even if it's committed by a lawyer, it
might be forgivable. More than a dozen by Mr. Lee
resulted in a $130,000 fine which he paid and which
has since been affirmed by the Appellate Division.
But since that fine, he has committed dozens of
violations. He has thumbed his nose at the authority
of this Court time and again. He did it before he
was fined, he did it after he was fined, he did it
after the Appellate Division affirmed, he did it
while this hearing was pending before this Court. He
did it by sending letters to a few individuals, like
the board at National Fuel or the Moog board. He did
it by more massive mailings like what we referred to

as his manifestoes. He published his thoughts and

SHEILA O'SULLIVAN THIE, RPR
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ideas and accusations in the Buffalo News and, thus,
to the whole world.

"But what all of those have in common, Judge, is
that they violated orders, orders issued by Justice
Sconiers, Justice NeMoyer, yourself, Justice Doyle.
And what the more recent violations have in common is
that they were committed after he was already found
in contempt by Justice NeMoyer, and some of them
after the Appellate Division affirmed that. There
can be no more egregious, blatant, repeated
violations of court orders by an attorney than we
have here. Incarceration is the .right thing to do.

The second reason why a jail term is compelling,
Judge, is because it sends the right message to
society. The Court, of course, is familiaxr with
orders of protection that are often issued in
matrimonial cases. The next time the Court issues an
order of protection, how can the Court threaten jail
for a violation of an order of protection if Mr. Lee,
an attorney, 1is not sent to jail here? Suppose a
matrimonial Defendant violates an order of protection
a dozen times; how can the Court send him to jail if

Mr. Lee isn't sent to jail here? Suppose the

matrimonial Defendant violates that court order two

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER
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dozens times or three dozen times? You get the
point. If an attorney doesn't go to jail for 35 acts
of willful criminal contempt committed on top of
dozens of acts of civil contempt for which he was
already held responsible and fined six figures, how
can you send a non-attorney litigant to jail for S or
10 or 20 or 25 or 30 violations of court orders? If
an attorney can violate a court order because he
doesn't agree with it, then why can't a layperson?
The message to society is an important reason that
jail time is compelling here. The third reason why
jail time is compelling here is that if this Court
does not impose punishment that includes
incarceration, we will be right back here, perhaps
before Your Honor, perhaps before one of your
colleagues sooner rather than later.

If Mr. Lee's‘repeated viclations didn’'t tell us
thig, if his violations, even while this criminal
contempt hearing was being held, didn‘'t tell us this,
then.his own words and his own threats have told us
this.

In 1999, he wrote to Justice Sconiers that no
jﬁdge has the right to interfere or punish his

ability to pursue his rights. In 2000, he wrote to

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER
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your colleague, Justice NeMoyer, .information that he
was ordered not to disclose, he said, is information
that I can disclose to whomever I want.

In 2001, he wrote to you, he said he had the
right to talk about anything concerning National Fuel
unless it is a trade secret or actually protected
under the attorney/client privilege, and that, quote,
1 can never and will never accept a judge taking away
my constitutional rights. Later in the same letter,
he makes the following chilling threat, I will not be

shut up in violation of my constitutional rights.

And in his mind, Judge, he decides, not the Court, he

decides what his constitutional rights are. In-fact,
Judge, later the same year, last year, he wrote to
you that he has every right to be disrespectful of
the judiciary. Well, he certainly has been
disregspectful of the 5udiciary, and he certainly has
been disobedient to the orders of the judiciary. And
because he still thinks, because he still insists
that he is right and the judiciary is wrong, he will
continue to be disrespectful and disobedient until
he's stopped. And there's only one way to do that.
Court orders have not worked. A $130,000 fine

didn't work. And affirmance by the Appellate
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Division didn't work. The threat of éncarceration
has not worked. Only by actually sending him to jail
for é significant period of time for each viclaticn,
served consecutively, will he understand that court
orders must be obeyed whether he agrees with them or
not .

Now, this Court can sentence him up to 30 days
for each viclation, and we've asked for one week for
each of the 35 criminal contempt violations. Perhaps
the Court will find that this is not enough, but
whatever sentence the Court fashions, it has to send
Mr. Lee the meésage that there are no free rides,
that each of his acts have consequences, that each
time he vioclates a court order, there will be an
expensive price to pay.

It is for that reason, Judge, that we think that
a discrete and significant period of incarceration
should be given for each violation, sc the next time
Mr. Lee contemplates violating a court order, the
calculus in his mathematical mind will be whether
it's worth a week or two weeks or a month in prison
to violate that court order. That's the only way
there is any chance of getting him to stop.

Now, before I sit down, Judge, let me explicitly.
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address what I expect Mr. Jay will ask for when he
addresses the Court in a few moments, community
service. Someone who has not sat through this
proceeding, the days and weeks of testimony, someone
who has not read the collected works of Curtis W.
Lee, who is unaware of his threats to continue doing
what he's been doing, might recommend community
service to the Court, but community service doesn't
even come close to doing the trick here.

First of all, Your Honor, it is not one of the
punishments available under Judiciary Law Sectiocon
751. That section authorizes imprisonment and fine
as the only penalties for criminal contempt. Even
more fundamentally, Judge, community service will not
work either to punish Mr. Lee or to deter him from
future violations. These are repeated and willful
and intentional violations of court orders. These
are, in his own words, borne out of disrespect for
the judge who issued those orders. A fine of
$130,000 and the explicit threat of imprisonment
didn't deter him a bit. Community service would not
deter him either. In fact, Judge, he would probably
congider it a reward for what he insists is his

public-mindedness in doing what he's done for the
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good of society.

Those of us who have sat through this hearing
and Qho have read Mr. Lee's letters, those of us who
have heard his threats not to stop and his professed
disrespect for anyone who disagrees Qith him,
including judges, know that community service would
be an empty gesture. If he 1s given community
service, Judge, we will.be back here just as sure as
I am standing before you right now.

Your Honor, it is never easy sending someone Lo
jail, but when all is said and deone, today you have
no choice. You must sentence Curtis Lee to
consecutive terms of imprisonment for each violation,
you must impose the maximum fine, and you must order
the maximum penalty for civil contempt. Not because
you're angry with him, Judge, not because he tested
your patience, but to'protect the integrity of your
office and your colleagues and this Court. You must
put him in jail so that. you and yéur colleagues can
continue to do your job, so that the next time a
litigant violates an order of protection or the next
time an attorney violates an order that he thinks is
wrong, you or one of your colleagues can look that

person in the eye and can say, if you disobey an
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order of this Court, you're going to go to jail, and
the person you're talking to will know that you mean
it. Thank you.

THE COURT: Thank you, Mr. Vilardo. Mr. Jay.

MR. JAY: Thank you, Judge. Judge, when Mr. Lee
embarked upon this quest of his which has him in so
much difficulty, I would suggest to the Court that
this man really believed what his aim was. There are
those who say, as National Fuel's representatives
have so eloquently stated in the past, he threw all
caution to the wind and didn't care what the result
might be, and was going to press forward no matter
what the cost. Well, we now know what the cost is
from a financial point of view.

This man, basically, has thrown away a career,
not in his mind, but those who might look at the
matter objectively could say that, he's cost himself
the civil fine, he now has judgements against him for
various other costs, and I'm certain there will be an
application on the civil conteﬁpt for a financial
aspect of this matter, as well as attorney's fees.

I suggest that part of the reason why Mr, Lee's
conduct was so persistent is the fact that he,

himself, felt guilty because it happened on his
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watch; these things that he persists were improper
happened, he saw them happen and he didn't act early,
it festered, and it caused these problems for him.

Now, there's some preliminary questions to be
asked when a Court is confronted with an issue of
sentencing, and in this particular case, the~question
looms, was National Fuel Gas grievously wronged by
his conduct? They say yes. They say that he
disrupted their service. Apparently, I suppose they
might even argue he's chasing them out of town. We
now know from the press that they're leaving
Buffalo. I suggest that, if such an argument were to
be made, it's lauéhable. Mr. Lee is a flea on an
elephant, and they're trying to take a blunderbuss
and blow him away. I suggest that I ~- I --

I understand that, when a court order has been
violated, that certain strictures should be applied
and certain punishments should be applied, but the
Court must always temper justice with mercy. That's
one of our linchpins to criminal justice. 1Is the
public clamoring for his punishment in this case? I
don't think so. We've seen what has occurred within
the last two to three years on the national scene.

Whether he is or is not a whistle-blower, as he would
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like to put himself forward in this case, it is
people such as he who are willing to put their career
on the line. He may be wrong in this case, but that
is the intention, to bring these things forward. The
public needs people like that, people who are going
to come cut from the tobacco industry and say, yes,
they were putting this drug in cigarettes, and put
their careers on the line and their lives on the
line. Karen Silkwocod. Goodness graciocus.

Did he violate the court orders? The Court has
found he has. No doubt about that. What are the
usual types of scenarios where Courts are confronted
with punishment in contempt situations? Certain
types of matters that have come before the Courts
speak to issues such as the reluctant juror, the
juror who stays home and doesn’'t answer his summons
and gets hauled in, and, sometimes, if they don't
have a good enough excuse, there is incarceration
involved.

We have cases during the Vietnam War where
persons expressed their displeasure during court
proceedings by raising that fist and were condemned.
Those types of punishments are to vindicate the

authority of the Court.
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We've had suggestions by Mr. Vilardo that, in
cases involving these matters where people violate
orders of protection, calling their estranged spouse
even though they're not supposed to, things like
that, perhaps refusing to pay court-ordered child
support for a long period of time without a good
excuse, these types of cases, I suggest, involve hurt
to individuals. - We don't have that here at all. And
I think the argument has somewhat alluded to that in
every case everybody goes to jail. Well, as the
Court knows, that doesn't happen. It rarely
happens. 1It's the punishment of last resort. So
none of these usual scenarios we have here.

This case is about a battle which was fought on
principle. Mr. Lee views himself as the conscience
of the community and believes in his heart of hearts
that he did no wrong. The Court, of course, has
found othe;wise. It's clear that there's absolutely
nothing in the actions that he has taken that are in
any way beneficial to him. He has harmed himself at
every step of the proceeding. And it is certainly
very clear that he's a very bright man, and many will
say that his energies have been misdirected, but now

his quest is at an end.
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There have been no further recurrences, no
further missives, as counsel has referred to it in
the past, or manifestoes or anything like that. That
has long ceased. He's at the end of the trail, and I
think he now understands clearly that whatever
difficulties he has with his former employer must se
done in a more reasonable fashion.

He doesn't want to give up his view of his
constituticnal rights that he can speak his mind, and
certainly no court can ever interfere with that, but
the passage of time has resulted in the end of his
quest.

So what, then, is the object of punishment in a
criminal court, in a criminal context? Well, one,
they say, is qorrection. I'm going to change
somebody's ways. I'm going to instill in them better
values so. that they can conform to society's view of
the way things should be. I would suggest that that
view of punishment for correction cannot apply in
this case. It just doesn't fit.

There's another view of correction, and that is
retribution, and that is eloquently stated by Mr.
Vilardo. Look, Juége, he's committed all these

crimes, you've found that he's done so, this is the
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only thing you can do. I think his words were no
choice, no choice. The Court has many choices. I
suggest that there is no purpose to be served by any
retribution of Mr. Lee.

First of all, the fact that the criminal
conviction alone looms large in his life. He is an
attorney. The Appellate Division looks askance at
attorneys who commit, albeit low grade, offenses; he
will be subject to disciplinary action; there is no
question in my mind.

What about applications for emplocyment in the
future? Here he is, a very skilled man in an area,
but we know he will disclose this fact, and how is
that going to affect his employability? And there's
other ramifications of just -- just the fact of the
criminal conviction alone. I can't even think of how
it might affect him in the future.

So what tools does the Court have before it?
Mf. Vilardo says there's no choice. 751 of the
Judiciary ng says fine up to a thousand dollars and
30 days. Well, I suggest those are just maximums,
the upper limits. I go to Penal Law Section 55.10,
Subdivision 2(c), which tells us, excebt as provided

in Paragraph (b), which has to do with Class A
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misdemeanors, where an offense is defined outside
this chapter, outside the Penal Law, which is in the
judiciary law, and a sentence to a term in
imprisonment in excess of 15 days bﬁ; not in excess
of one year as provided in the law, such offense
shall be deemed an unclassified misdemeanor, which
is, basically, what we're confronted with here.

What, then, is the sentence possibilities for an
unclassified misdemeanor? And the law refers us over
to section 65.00, Subdivision 3(d), for an
unclassified misdemeanor, the period of -- the
period -- oh, it tells yoﬁ what -- what sentences you
caﬁ get, number one, and then as to 65, it says you
can get probation for an unclassified misdemeanor,
and it tells us that, in this particular case, if the
authorized sentence of imprisonment shall be in
excess of three months, it shall be a three-year
probation, otherwise, one year. So the Court has
that in its quiver of possible arrows that could find
the right sentence.

Also, I suggest that every other possibility in
the Penal Law is also available to you, such as
conditional discharge, community service, recommended

here by the probation department. And the probation
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department didn't know the magnitude of all this.

Well, if the prosecutor didn't want to let them know

about the magnitude of it, shame on them. The

probation report was fair, and that was what they
recommended. The Court could also do intermittent
imprisonment .

There's any number of ways that you could shape
a sentence that would bé fair, reasonable, definitive
and aimed to make certain that Mr. Lee does not do
anything that would further violate either a court
order or the sensibilities of National Fuel Gas.
There's nothing in this case that requires
incarceration to protect the public from anything.
| So what is the correct sentence? 1t is, I
suggest, a very difficult decision for this Court.
And I know this Court, I've been before you before on
other matters. Mr. Vilardo has indicated your
patience. Sométimes, of course, everybody in the
heat of the moment can get a little angry. We saw
Mr. Lott the other day, not angry, but saying things
he shouldn't have said. So what?

The bottom line is, this Court, I am certain,
will make a sentence that will do substantial justice

to not only Mr. Lee, but to the Plaintiffs in this
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case as well.

Your -Honor, Mr. Lee would like to address the
Court as well. Thank you.

THE COURT: Mr. Lee.

MR. LEE: Thank you, Your Honor. From my
standpoint, this case has been a vendetta. 1I've been
subject to four years of unrelenting harassment from
National Fuel Gas. The harassment continued as late
as yesterday, with their what I would term a rabid
demand that I should serve 35 weeks in jail for
freedom of speech. It just makes one choke.

The real audience of this case should be kept in
mind, aﬂd that's National Fuel's employees.
Management is obviously trying to assure that no one
at National Fuel will ever again dare to complain
about anything.

I'd like to address the issue about the
vindication of the Court's authority. Really, the
Court has no independent interest in damaging my
life, my family and my-health. National Fuel itself
really has no interest. Mr. Ackerman, Mr. Kennedy
and those who hope to succeed them do have an
interest in punishing'me, for obvious reasons,

because they want to have full latitude to take the
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most money as possible out of the company.

But the real interest that is constantly
forgotten is the public interest. There are 732,000
utility customers who have been prejudiced by a
variety of things, including the fact that Bernard
Kennedy has taken and is in the process of taking
$67 million out of National Fuel. I'm doing my best

to oppose Natdional Fuel on a variety of fronts. 1I

- have a shareholder proposal which is pendiné, and

that will, if adopted, save NFG millions of dollars;
and because it will save them millions of dollars by
reducing executive compensation, of course,
management is opposing it.

I have opposed National Fuel's efforts to cause
public authorities to pay for its new office
building, and I may do other things in the future
along those lines, so National Fuel'é efforts to
incarcerate me for 35 weeks are self-serving. An
incarcerated person is geing to be unable to oppose
National-Fuel's efforts to hurt the public.

I1'd also like you to keep this in mind. No jury
of six persons or twelve pefsons would likely have
found me in criminal contempt, and no jury would

likely have recommerided that I be incarcerated.
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Indeed, is there anyone out there among the public
who wants me to be incarcerated, other than a handful
of NFG executives and a handful of lawyers? I think
the answer to that question is obviocus. ©Of course
not. What good would incarce?ating me do other than
to satisfy the vendetta of NFG's management? The
only lesson that the public would glean from my
incarceration is either, one, do not ever complain
about other people's crimes, some lunatic judge might
send you to jail, or, two, Western New York is so
corrupt that I'm disgusted and I'm going to leave.
Indeed, I believe a jury would have commended me for
my public-spirited actions, despite the huge
sacrifices I have made and the constant threats that
NFG has lobbed my way.

The only reason that this Court has the
opportunity to incarcerate me is because NFG designed
its contempt papers and its motion to deny me the
right to a trial by jury. The District Attorney
didn't even come close to indictment, as far as I'm
concerned; it never was an issue. Only a private
party, namely NationaliFuel‘s management, ever had
any interest in, gquote, indicting, unguote, me. In

other words, although I've been hugely prejudiced
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because you made -- you, the Court, made the
determinations of guilt or innocence in this case
rather than a jury, I ask that I not be further
prejudiced because you will also make the sentencing
decision rather than a jury. In other words, you
failed once to do what a jury would likely have doﬂe,
I ask that you not fail again.

The -- the Court really should step back and
think about constitutional issues and how this case
is a travesty of justice. The Court has put itself
above the state and federal constitutions. The Court
has refused an opportunity to interpret court orders
so as not to be unconstitutional. The public is
already distressed with the American system of
justice, and believes correctly the powerful can get
away with almost anything, while crdinary people go
to jail for crimes they didn't commit. DNA testing
shows this is already the-case, The judicial error
rate is already higher than the public would tolerate
in any business manufacﬁuring washers and dryers. I
ask you, the Court, not to the increase the judicial
error rate and not to increase the public cynicism
and the public disgust with the legal system. Thank

you, very much.
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THE COURT: Thank you, Mr. Lee.

MR. VILARDO: This is not a reply, Your Honor,
but it is a correction of cne thing Mr. Jay said. He
said that if the probation department did not have
all the facts, that we were té blame for not
providing them with all the facts. The fact of thé
matter is, when I contacted the prﬁbation department
and asked for an opportunity to present to them a
victim's statement, the probation department took ghe
position that the victim in this case was not
National Fuel, but was the Court, and, therefore, we
were not entitled to submit anything to probation.

MR. JaY: I stand corrected.

THE COURT: Thank you, Mr. Jay. Thank you, Mr.
Lee. In connection with this matter, the Court,
having had the opportunity to reflect upon a just
sentence in light of the totality of the
circumstances which give rise to this Court's
adjudication of Curtis Lee of 35 counts of criminal
contempt and 70 counts of civil contempt, this Court
is now prepared to pass sentence on Curtis Lee. Mr.
Lee, I will ask that you stand.

-In connection with this Court's adjudication of

you on or about October 8, 2002, as having committed

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER




10

11

12

13

19

15

16

17

i8

19

20

21

22

23

24

25

30
35 acts of criminal contempt, which this Court found
you to have committed by proof beyond a reasonable
doubt, and 70 counts of civil contémpt, which this
Court found you to have committed by clear and
convincing evidence, the Court hereby imposes the
following sentence upon you: The Court imposes a
term of community service upon you consisting of 300
hours to be performed between the period of January
1, 2003 through June 30, 2003. Your community
service will be administered by the Erie County
Department of Probation. Following this proceeding,
this Court will send a transmittal letter to the Erie
County Department of Probation advising the
department of the Court's adjudicétion, and you will
be contacﬁed by the department for the purpose of
working through the mechanics beginning your term of
community service.

The Court is very cognizant of the forensic
evaluation of Dr. Joseph. The Court is directing,
mandating that you undergo psychiatric counseling
with a psychiatrist to be chosen by the Court, that
psychiatric counseling to commence on or after
January 1, 2003, to address the issues identifigd by

Dr. Joseph in his report to the Court. Your
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psychiatric counseling will include not only sessions
where therapeutic recommendations may be set forth by
the psychiatrist, but also the taking of such
medication, if any, which is prescribed by the
doctor. Additionally, you will be required, as the
doctor may mandate, to submit to random testing in'
order to ensure your compliance with medication.

In connection with your adjudication of civil
contempt, this Court hereby directs that you be
reguired to pay the sum of $17,500 to National Fuel
Gas within 30 days of today. If you do not pay such
sum, National Fuel Gas shall be entitled to an ex
parte monetary judgment in the amount of $17,500.

In connection with your adjudication of the
charges of criminal contempt, the Court directs that
you be requi;ed to péy the sum of $7,500 to National
Fuel Gas within 30 day of today. If fou fail to pay.
such sum, National Fuel Gas shall be entitled tpo an
ex parte judgment in such amount against you. It is
the intention of this Court to also award Natiocnal
Fuel.Gas such reasonable costs and expenses as may be
allowed pursuant to statutory or case law authority
in light of the adjudication of civil and criminal

contempt upon application by National Fuel Gas to
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this Court for reimbursement or imposition of such
expenses and court costs.

"Additionally, pursuant to statutory authority
and case law, National Fuel, on notice to you, shall
be entitled to apply for an award of reasonable
attorney's fees in connection with its prosecution of
the contempt proceedings before this Court which
resulted in your adjudication.of criminal and civil
contempt for the reasons recited by this Court in the
record in October of 2002.

It shall be required forthwith, and no later
than 60 days from today, to divest yourself of all
holdings in National Fuel Gas or any of its
subsidiaries or related companies. Such holdings,
whether they be by you, whether they be in nominee
name or so-called stréet name or whether they be --
you are the beneficial owner thereof, in that regard,
in connection with divesting yourself of the
National -- of your National Fuel Gas holdings, you
will first, in a block transaction, that meaning all
of your shares, offer your shares to National Fuel
Gas for purchase at market rates or so-called street
rates as of the date you offer the shares to them.

If required, the Court will set the price for
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the shares in light of the fact that -- that the
stock of National Fuel Gas trades daily, but it would
be the Court's thought that the price could be set at
a spot price, which could be the closing price of the
stock on the date prior to the date you notify
National Fuel Gas, or a blend of the high and low of
the trading price on the day you notify National Fuel
Gas. Should National Fuel -- in connection with the
put or the sale of the stock to National Fuel Gas,
any proceeds that you are entitled to receive,
National Fuel Gas will be entitled to set off any
monies owed to it pursuant to any existing judgment
of this Court, the fine the Court set today, whether
reduced to judgment or not, and that fine includes
the civil contempt fine and the criminal contempt
fine. Additionally, any other expenses, court costs
or fees which this Court may award in the future may
also be subject to set-off.

Should Nétional Fuel Gas not desire to purchase
your stock, you are then free to sell the stock in an
open market transaction through a broker or whatever
entity you want to use to sell the stock, if you
t;ade on the internet, with the express

understanding, direction of this Court that any and
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all proceeds are to be sent to the bank account that
was established for your own personal expenditures.
The Court will then deal with the gquestion of what to
do with the proceeds, if any, upon application.

With respect to this aspect of the court order,
it does not apply to any holding -- let me back up.
With respect to your stock, you're expressly
prohibited from transferring, gifting or otherwise
disposing of the shares other than in a market
transaction, and you may not transfer the shares to
any qualified or non-qualified retirement vehicle,
including, by illustration, but not limitation, a
401-K plan, a simplified employee pension plan, a
deferred comprehension plan, an IRA, a deferred
comprehension plan or any other tax vehicle, whether
qualified or non-qualified. In short, you are to
sell the stock and dispose of it consistent with the
Court's order.

I would like the record to reflect that this
aspect of the Court's order does not apply to any
National Fuel Gas stock presently held by Curtis Lee
in any 401-K plan, any individual retirement account,
any Keogh account, or any other qualified plan or

non-qualified plan where that stock was placed by Mr.
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Lee in such vehicle prior to today's sentence.
However, in that regard, Mr. Lee is hereby crdered to
chaﬁge his portfolio to divest himself within the
qualified vehicles, whether these vehicles be 401-K
vehicles, IRA vehicles, Keogh vehicles or mutual fund
accounts of any holdings he has in National Fuel Gas
stock, and he will have 60 days in which to do so.

In setting this aspect of the sentence, the
Court is cognizant that monies held in a qualified
tax account may be beyond the reach of judgment
creditors; however, they're not beyond the reach of
this Court in terms of the sentence of this Court and
the express indication by this Court on the record
that you are to divest yourself of all National Fuel
Gas holdings, whether in your name, beneficial
ownership, in nominee name, in trust, in gift, and
whether that be individually, jointly, severally,
joint tenancy, joinﬁ partnership, or they're
invested, as I've indicated, in a qualified tax
vehicle.

With respect to your obligations as an attorney
at law, you're entitled to practice before the bar of
the State of New York, and, more particularly., you're

requirement to keep secret client confidences which
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have been given to you during the term of your
employment at National Fuel Gas for the period you
were'employed by National Fuel Gas, and in light of
the permanent injunction granted against you, in
light of the sealing order of this Court, in light of
the confidential documents which remain under seal of
this Court, I am imposing upon you a permanent gag
order. That gag order is designed to prohibit you
from discussing, disclosing, writing, disseminating,
or otherwise speaking on the subject of your
employment at National Fuel Gas, including your
allegations that certain executivelofficers may have
backdated stock options or engaged in other ancillary
conduct which you believe will be violative of the
laws of the Securities and Exchange Commission or
otherwise violative of criminal law and things to
that effect.

My intent in imposing this gag order upon you is
to ensure that ybu nc longer violate the
attorney/client privilege in terms of your
relationship with National Fuel Gas, and, more
specifically, the reasons surrounding your
termination by National Fuel Gas in late 1998 for

what you believe to be your whistle blowing in
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connection with alleged conduct which has, for the
record, not ever been substantiated by anyone that's
lookéd at it, whether it's.been the U.S. Justice
Department, the office of the District Attorney, the
SEC, internal investigations done by c¢ounsel for
National Fuel Gas, or any regulatory body or
governmental entity.

The Office of the Erie County District Attorney,
and while you believe it, and I believe you believe
it, it's never -- it's just no -- anyone that's
looked at this gquestion has made a determination that
there's nﬁthing there. And you can disagree with me,
that's part of the reason we've gone through this
proceeding at such length, but I'm imposing the gag
order upon you. I don't want any letters, I don't
want any e-mails, I don't want any interviews, I
don't want any phone calls. I .don't want to read
that you testified before anybody concerning this.
And I want to make the record clear that I'm talking
about conduct which eminates from his employment at
National Fuel Gas, more specifically, circa 1980 te
1998, and more specifically, this conduct, alleged
condubt of the backdating of stock options, letters

that were subject to the attorney/client privilege,
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the disclosure of information which has been deemed
to be privileged, and things to that effect.

"I know of no other meaningful way to try to put
an end to what has been an extensive proceeding and
to ensure that this matter gets put behind you and
gets puts behind the people at National Fuel Gas sé
that they can go on with the business of running
National Fuel Gas, and you can go on -- and you can
go on with the business of trying to put your
professional and personal life in order.

In shorthand, you have to put this behind you.
and if you don't put it behind you, you're going to
have continued difficulty with this Court or with --
or with other Courts. And I'm aware you have serious
difficulties across the street with Justice Skretny,
I don't know the particulars, but I'm aware that
you've got issues over there that you're going to
have to deal with. That's not of any particular
importance to me, other than that I have notice of
that, but-you have to -- you have to regroup
personaily and professionally, and my sentence is
designed to assist you in doing that, whether you see

it that way or not.

Finally, I want to make this crystal clear, if
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you fail to fulfill any condition of this sentence,
and I mean any condition, you don't do the community
service, you don't do the counseling, you don't take
the medication if it's prescribed by the physician,
you don't divest yourself of your National Fuel Gas
holdings, you violate the gag order that I'm imposing
on you, I will have no reluctance to incarcerate you
for whatever period of time may be prescribed by law,
and I will do so. 1It's up to you.

You have to determine, when you leave this
courtroom this morning and you return te the sanctity
of the people who love you and of the people that.you
love, of your fémily, youf friends, and your support
group and your community, how you want to conduct
your life. It is not up to me, it is not up to Mr.
Jay, it is not up to Mr. Vilardo, it is up to you.
Therefore, I wish you good luck in terms of complying
with the sentence of this Court; however, I do want
to make it clear, because I don't want any
misunderstanding on this, should you be required to
appear in front of me -- and I want you to prove Mr.
Vilardo wrong, I want you to prove hiﬁ wrong, that
you're not going to be before this Court again on any

future occasion. Show . him he's wrong, and show him
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he's wrong by complying with my sentence. If he
isn't wrong, and you fail to fulfill any condition or
you Vviolate any condition, and I'm talking
specifically about the gag order, but all of the
conditions, I will incarcerate you as sure as I'm
sitting here this morning on the 19th of December,
2002 at 11:10 a.m. I will make no hesitation about
doing it,. I will do so reluctantly, I will do so
with great sadness, but I will do it, rest assurea.
But I don't want to do that. I want you to fulfill
the sentence.

The sentence has elements to it which are
therapeutic. I bélieve that is the appropriate
sentence. It has financial sanctions, as it should
have, given the great expense that National Fuel Gas
has had to go through to prosecute the various
contempt proceedings before this Court, and let's not
lose sight of that. Yes, we can say it's only money,
but it's money that maybe wasn't available for
research and development, or money that wasn't
available to give raises. Who knows? Who knows
where that money might have gone? Or money that
might have gone for a dividend. You're a

shareholder, it might have gone to the shareholders.

SHEILA O'SULLIVAN THIE, RPR
SUPREME COURT REPORTER




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

41
Who knows? But that's not what the this sentence is
about, okay.

"This sentence is designed to be just to you, and
that's what I've tried to do in thinking through what
is an appropriate sentence, given the gravamen aﬁd
the substance of the charges which resulted in youf
adjudication of criminal and civil contempt. So I
ask you to reflect on the sentence over the holidays,
and I ask you to reflect upon it and then I ask you
to fulfill it. It's up to you, Mr. Lee, it's not up
to me. But I want to give you fair warning that I
mean it, and I want to do it in open court, and I
want to do it in front of the world on the record,
because I don't want any misunderstandings if you're
brought before me again as to what I will do. I
don't want any misunderstandings, oh, he'll let that
siide, don't worry about it, he's soft, he wouldn't
have the guts. Don't test me. - Don't. I've already
told you I will, and I will. I think the lawyers
know me pretty well. If I say I'm going to do
something, I'll do it.

Sentencing you to a term of impriscnment on the
charges that were before me would have been the easy

thing to do. 1I've done a difficult thing here
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today. It would have been very easy for me to do it,
but I chose not to do that, because I'm here to
administer justice, and I'm here to be fair, and I'm
here to be reasconable. That's why we have judges.

So I ask you to think about what -- I ask you to
think about the sentence, but I also ask you to thihk
about what I'm saying to you, so that if there's a
problem later, you know what's coming. Again, it's
up to you. That completes the sentence of the Court.

MR. JAY: Your Honor, may Mr. Vilardo and I
approach?

' THE COURT: I'm going to request Mr. Schmidt
modify the order that he submitted to me consistent
with the sentence of the Court, so that for appeal
purposes, it is clear what the order of the court
is. Mr. Vilardo.

(Discussion off the record.}

THE COURT: Let the record reflecﬁ there was an
off-the-record colloguy with counsel. I would like
the record to reflect that, consistent with statutory
authority, Mr. Lee is assessed a $110 surcharge to be
paid to the Erie County Clerk. Additionally, in
connection with the imposition of the criminal

sanctions, $17,500, that fine is not to be paid to
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National Fuel Gas, it is to be paid to the County of
Erie as a fine. Additicnally, Mr. Lee, I hereby
advise you that you have 30 days in which to appeal
this sentence by serving notice of appeal should you
so choose.

MR. VILARDO: Judge, I think that the criminal
fine that you imposed was 7,500. The civil --

THE COURT: 7,500. I'm sorry. I misspoke, I
wasn't looking at my notes. The $7,500 fine for
criminal contempt is to be paid to thg County of
Erie. Do you have anything further, Mr. Vvilardo?

MR. VILARDO: No, Your Honor.

THE COURT: Anything further, Mr. Jay?

MR. JAY: No, Judge.

THE COURT: Would you gentlemen approach?

MR. JAY: Certainly.

{Discussion off the record.)
THE COURT: There being no further proceedings,

this Court stands adjourned.

* * *

SUPREME COURT REPORTER




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

CERTIFICATION

1 certify that the foregoing is a correct transcription

of the proceedings recorded by me in this matter.

/

SHEILA O'SULLIVAN THIE, RPR
Official Court Reporter.
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HORIZON ENERGY DEVELOPMENT, INC.,
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NATIONAL FUEL GAS DISTRIBUTION CORPORATION,

NATIONAL FUEL GAS SUPPLY CORPORATION, CERTIFICATION
NATIONAL FUEL RESOURCES, INC.,,

NIAGARA INDEPENDENCE MARKETING COMPANY, Index No.:
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SENECA RESOURCES CORPORATION,

UPSTATE ENERGY INC,, and

UTILITY CONSTRUCTORS, INC.
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vs. UNDER SEAL

CURTIS W. LEE,
Defendant,

1, John G. Schmidt Jr., an attorney admitted to practice in the State of New York,
certify that the annexed decision is a true and correct copy of the decision published in the
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Dated: Buffalo, New York
October 5, 2007
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A note from..
Robert

3¢ Al 2003

I am a loya] supporter of the Cystic Fibrosis Foundation,
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Robert A. Belfield
7537 Teaticket Court
RECEIVED  jacksonville FL 32244
904 - 594 — 6192
FEB142005  February 7, 2005

National Fuel Gas Company
Outside Directors

Dear sirs:

1 am enclosing for your review a public decision of the appellate court in the Lee - NFG
litigation. This decision vacates NFG's judgment against Curtis Lec, but lets NFG reapply. The
judgment here vacated is the judgiment that NFG used to compel the sale, for $86,000 less various
fees, of Curtis Lee’s house in Buffalo, which he owned for 24 years. The amount of the
judgment was $73,461.97. The proceeds of the sale are held by a receiver.

NFG will now not be able to obtain those proceeds.

The sad thing is that NFG’s attorneys, Phillips Lytle, win by losing. (As usual, everyone
else loses.) Over the last year, Phillips Lytle has surely billed NFG $25 — 75,000 in defending the
$73,461.97 judgment on appeal. Appeals take a lot of paper, a lot of research, and a lot of time,
Every penny that NFG spent, it now turns out, was wasted, because Phillips Lytle, or NFG's
general counsel, of probably both, erroneously convinced NFG to request Justice Makowski that
there be no hearing.  Yet Phillips Lytle and NFG's general counsel get paid, despite their stupid
mistakes.

Now Phillips Lytle will probably be hired by NFG management to waste additional large
sums before the new judge, Eugene Fahey, to attempt to justify its exorbitant fees.

I suggest to you that you ask management for a copy of Curtis Lee’s appeal briefs here,
which were prepared in the summer of 2004. You can then see for yourself what kind of lawyers
you have in Phillips Lytle. When you hire bad lawyers, and their efforts are rejected by the
appellate courts, because they rightly have little credibility, you, not they, are the ones who pay.

Mr. Lee’s appeal of the order dated April 15, 2003, which is public (I was there when
Justice Makowski made his verbal rulings}, is scheduled for oral argument this April. Given
Curtis Lee’s partial victory this month, and given the obvious unconstitutionality of the order, it is
likely that Curtis Lee will win there too. Then you will find that the $100,000 or so that NFG
spent on that appeal likewise will have been wasted.  You will also then find that the $500,000 or
50 that NFG spent between 2001 and 2003 in trying to punish Lee and obtain that order, was also
wasted. Most of that $600,000 was spent on ~ guess who —~ Phillips Lytle!

NFQG is being played by Phillips Lytle. It has been played by them for years. There are
better and more ethical lawyers you can hire. Isn't it time for you to wise up?

Sincerely yours,
?m ,4 - &"‘ < f’-'

Robert A. Belfield
Enciosure




SUPREME COURT OF R STATE 6F NEW YORK
Appellate Divisian, Foavth Judiciol Deparinesi

1512

CA 03-01606
PRESENT: PIGOTT, JR., P.J., PINE, KEHOE, AND GORSKI, JJ.

DATA-TRACK ACCOUNT SERVICES, INC.,

HIGHLAND LAND & MINERALS, INC., HORIZON
ENERGY DEVELOPMENT, INC., NATIONAL FUEL

GAS COMPANY, NATIONAL FUEL GAS DISTRIBUTION
CORPORATION, NATIONAL FUEL GAS SUPPLY
CORPORATION, NATIONAL FUEL RESOQURCES, INC.,
NIAGARA INDEPENDENCE MARKETING COMPANY,

LEIDY HUB, INC.,, SENECA INDEPENDENCE PIPELINE
COMPANY, SENECA RESOURCES CORPORATION,
UPSTATE ENERGY, INC., AND UTILITY CONSTRUCTORS,
INC., PLAINTIFFS-RESPONDENTS,

\' MEMORANDUM AND ORDER

CURTIS W. LEE, DEFENDANT-APPELLANT.

CURTIS W. LEE, DEPENDANT-APPELLANT PRO SE.

PHILLIPS LYTLE LLP, BUFFALO (KENNETH A. MANNING OF COUNSEL), FOR
PLAINTIFFS-RESPONDENTS.

Appeal from a judgment of the Supreme Court, Erie County {Joseph
G. Makowski, J.), entered October 22, 2002. The judgment granted
plaintiffs’ motion to the extent that it sought attorney’s fees and
disbursements and awarded plaintiffs the amount of $73,461.97.

It is hereby ORDERED that the judgment so appealed from be and
the same hereby is unanimously modified on the law by vacating the
amount awarded and as modified the judgment is affirmed without costs,
and the matter is remitted to Supreme Court, Erie County, for further
proceedings in accordance with the following Memorandum: Supreme
Court properly granted plaintiffs’ motion to the extent that it sought
attorney’s fees and disbursements incurred by plaintiffs “as a result
of [, inter alia,] defendant’s contempt of court and plaintiffs’
efforts to defend on appeal the Court’s Order of Contempt, Summary
Judgment and Sanctions, and Permanent Injunction” in Data-Track
Account Servs. v Lee (291 AD2d 827, 1lv dismissed 98 NY24d 727, rearyg
denied 99 Ny2d 532). "Judiciary Law § 773 permits recovery of

attorney’'s fees from the offending party by a party aggrieved by the

contemptuous conduct” (Children’s Vvil. v Greenburgh Eleven Teachers’

Union Fedn. of Teachers, Local 1532, AFT, AFL-CI0O, 249 AD2d 435, 435;
see Costanza v Costanza [appeal No. 2], 213 AD2d4 1043, 1044). *The
intent of that section is to indemnify the aggrieved party for costs
and expenses incurred as a result of the contempt,” and thus the




alls

VI sk

TWTH T

reasonable attorney's feae and diabuysements inaurred by plainkiffs ip
defending the appeal from the order of contempt are recavarabie ag *a
‘direct product of the contempt proceeding’* (children‘s Vil., 249
AD2d at 435-436), as are the reasonable attorney’'s fees and
disbursements incurred by plaintiffs with respect to the fee
application itself (see generally Podhorecki v Lauer’s Furniture
Stores, 201 AD2d 947). Thus, the court properly awarded plaintiffs
attorney’s fees and disbursements incurred with respect to the fee
application as well.

We agree with defendant, however, that the court erred in
granting plaintiffs’ motion to the extent of awarding plaintiffs
attorney’'s fees and disbursements without conducting a hearing to
determine the amount of reasonable attorney's fees and disbursements
to which plaintiffs are entitled (cf. Blum v Stenson, 465 US 886, B892
n S; Podhorecki, 201 AD2d at 947). Thus, we modify the judgment
accordingly, and we remit the matter to Supreme Court for a hearing to
determine that issue.

Entered: February 4, 2005 JOANN M. WAHL
Clerk of the Court




Supreme Court
APPELLATE DIVISION,
Fourth Judicial Department,
Clerk’s Office, Rochester, N.Y.

1, JOANN M. WinL, Clerk of the Appellate Division of the Supreme Court in the Fourth

| Judicial Department, do hereby certify that this is a true copy of the original order, now
on file in this office.

IN WITNESS WHEREOF, [ have hereunto set my

hand and affixed the seql of said Court in the City

of Rochester, New York, this T8 94 7
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RECEIVED
1934 Act, Rule [42-8(h) (3)
20010CT 15 PHIZ: 24 Robert A. Belfield
: 7537 Teaticket Ct,
LTFICE OF CHIEF COUNSEL - Jacksonville FL 32244
CORVORATION FIRANCE oo S0t g195
October 10, 2007
Office of Chief C'unSel
Division of COl‘p'r;"on Finance 1538
Securities and E-change Commission V
100 F Street NF MOJ THgvIvA
Washington 20549
-~ Re: My 2007 Shareholder Proposat submitted to

National Fuel Gas Company (ticker: NFG)

Dear sirs/madtms:
* | enclose 6 copies of this submission.

On Crtober 8, 1 received an approximately 300 page submission from NFG to the SEC,
dated October 5> 2007. (“NFG Submission”) The NFG Submission no doubt cost the long-
suffering sharcholders of NFG thousands of dollars. In it, NFG seeks your permission to exclude
my shareholdei proposal dated August 10, 2007 from NFG’s next proxy statement.

bt

My 2007 proposal, which both 1 and NFG have previously provided to the SEC (and
which is part of th¢ attachment), is simple - it seeks to give NFG stockholders certain rights to
express their approval or disapproval of executive compensation. It is similar to proposals that
have succeeded at, «f obtained much support at, other companies. Sec my proposal for details.

I never subm;ﬁqd this proposal to NFG before. Nor has anyone else, to my knowledge.

Before getting into detail as to why my proposal should be permitted, 1 would like to note
that NFG has been, and is, controlled by criminals. Philip Ackerman, current CEO of NFG, and
his predecessor, Bemard ‘<ennedy, both engaged in and benefited from a variety of criminal
activities, including the tackdating of stock options. These actions arc detailed in a serics of
articles in the Buffalo News, beginning March 18, 2001, and continuing through 2006. Since
these are public documents, and since the SEC can access these articles, [ will not enclose them.

In light of this, the NEG efforts should be viewed with great suspicion. Further, given
the importance of shareholder democracy, and all the perjury and misconduct that was involved
in NFG’s multimillion dollar efforts to protect Mr, Kennedy and Mr. Ackerman from indictment,
NFG’s efforts here should be viewed with even greater suspicion. NFG is a bad company,
controlled by bad people, and my opinion here is based on the facts and the public record.

Further, | have submitted shareholder proposals to NFG for years. NFG has not even
sought to exclude them before, despite the history NFG alludes to. Note also that the text of my

2007 proposal says nothing aboutymy personal feelings towards NFG’s management. Thus, there
is no issue of personal grievance, and my 2007 proposal cannot be rejected on this basis.

Rebuttal to certain NFG points

A large past of the NFG Submission constitutes an attack on Curtis W, Lec. NFG’s
distorted allegations should not be taken at face value, for several reasons. First, they obscure

BEST AVAILABLE COPY




the full context of the matter. See the several Buffalo News articles. Second, they fail to note
that NFG spent at least $5 million over the years to obtain the results it wanted. Third, one of the
judges that NFG relied on was feted at a dinner honoring her, organized and funded by NFG and
its counsel, yet the same NFG counsel shamelessly sought her aid against Lee. This was highly
unethical, and a much-noted judicial disgrace. Fourth, the amount of perjury involved in the
lawsuits is vast. Garbage in, garbage out, as the cliché goes.

Frankly, ask around in Western New York. Most people there think that Mr. Lee is a
hero, and that NFG management is corrupt or worse.

Further, the NFG Submission is sloppy. Mr. Lee worked for NFG for 18 years and 4
months, as Mr. Peterson notes in making the NFG Submission. Anyone can see that this is
approximately 18 years, not “approximately 19 years”. Mr. Peterson has earlier been criticized
for little lies like this, yet he just keeps on doing it.

NFG states, heaven forbid — | might write like Mr. Leet!! Couples often write and act in
similar ways. So what? | have a masters degree — | know how to write a letter without seeking
assistance from others. '

NFG then misstates the facts about Mr. Lee supposedly giving me stock. NFG knows
that 1 own 133 shares in my IRA. Most lawyers (such as Mr. Peterson) know that one person
cannot give another person shares of stock that are held in an [RA, except in the event of death.
Since Mr. Lee is alive, as | can readily see, what does this make Mr. Peterson?

In short, | have never been Mr. Lee’s puppet. 1 can and do things myself, and resent the
snide and arrogant suggestions on the part of NFG that the facts are otherwise.

Page 4 of the NFG Submission is false. Mr. Ackerman said that he would present my
2006 shareholder proposal at the 2007 Annual Meeting. See the enclosed Lee affidavit.

NFG also omits a key fact. All court orders referred to by NFG give NFG private rights,
which are waivable unilaterally by NFG. New York State does not give a hoot whether or not
Mr. Lee attends a NFG meeting. NFG always had the power to waive those rights and to permit
Lee to present my 2006 proposal. Even the NFG affidavits appended to the NFG Submission
admit that NFG could have waived its “rights”, without prejudice, and could have thereby
fostered corporate democracy. The fact that NFG did not waive any of its alleged rights shows
that it places its alleged rights (secured via misconduct) over shareholder democracy. Or, to put it
another way, NFG refused to Jift a finger to promote shareholder democracy, thus attempting to
subvert not only my rights, but those of all stockholders everywhere.

NFG lies to the SEC on page 5 of the NFG Submission — how was | supposed to know
every facet of the voluminous litigation that NFG relies on, when I am not a party to this
litigation? NFG never gave me copies of these supposed court orders! NFG conveniently
fails to address these issues, as well as the fact that, as [ am told, if someone is not a party to a
court case, one cannot be bound by orders in that case, especially when those orders were never
served on someone such as me. If the orders were served on Mr. Lee years ago — so what?
Remember that NFG’s lawyers, who submitted a legal opinion to you, have gotten about $5
million from NFG over the years, to harass Mr. Lee and to prevent the indictment of Mr.
Kennedy and Mr. Ackerman. How impartial can they be?




And, how was 1 supposed to know that NFG would spend all that money taking the
positions it has taken? Why would one expect corporate officers to waste so much effort trying to
undercut my innocuous sharcholder proposals?

Further, | was not aware in 2007 of any injunction entered 4 years ago. 1 may have once
read a newspaper article about it — so what? Must | remember every detail of every newspaper
article | read years ago? [ don’t have a copy of the injunction, except now they have given me
one. Conveniently for NFG, this is after the fact. They did not give it to me years ago. Why
should I be expected to remember its terms?

NFG misleads the SEC on another issue. NFG never excluded Lee from annual meetings
as NFG alleges on page 5 of the NFG Submission. | know — | was there at all NFG annual
meetings for many years, and only missed the 2007 one. Lee did not own shares of NFG
common stock beginning some time in 2003 1 believe, and therefore did not try to enter the NFG
meetings. However, he traveled with me — my health has been dicey and | do not like to travel
alone. So what?

Again, Mr. Peterson has lied to and mislead the SEC. (Should you not penalize him?)

Also, in reading authorities cited by NFG on page 6 of the NFG Submission, it appears to
me that they are factually distinguishable. 1 made reasonable efforts to obtain the assistance of a
person — Mr. Lee - who | knew was capable of presenting my 2006 sharehelder proposal, at the
February 2007 annual meeting of NFG stockholders. NFG had never previously told me that Mr.
Lee would be denied entrance to an annual meeting (and they knew | had been sick — they could
have written). Note that NFG fails to provide any such letters to the SEC., because they don’t
exist. Moreover, despite Mr. Peterson’s attempts to lie to you, Mr. Lee had never been refused
entrance to an annual meeting of stockholders after he ceased being a stockholder sometime in
2003. So why should I have guessed that NFG would take that position?

Further, as the Lee Affidavit indicates, and as | learned over the phone on February 15,
2007 (Mr. Lee called me then), Mr. Ackerman stated that he would present my proposal, That
was fine with me once I learned about that. Obviously, some time after making this verbal
concession on the spot to Mr. Lee, and before executing his later affidavit, Mr, Ackerman decided
that he wished he had said something else. By making this verbal concession to Mr. Lee, Mr.
Ackerman became my authorized representative, and clearly was qualified to present my
stockholder proposal. | can hardly be faulted if he changed his mind, without telling me or Mr.
Lee. However, once Ackerman changed his mind, it then became unfair for him to use this
change to harm me, especially as he is a member of NFG management and thus stood to benefit.

Note that the Paula Ciprich affidavit (see especially paragraphs 5 and 6) indicates and
concedes that Mr. Lee and I both believed that Mr. Ackerman was going to present my 2006
proposal at the February 15, 2007 Annual Meeting of NFG stockholders. This is a key
admission against interest on the part of NFG management. Thus, how can NFG fairly assert
that I failed to “present” my proposal without good cause, when I and Mr. Lee both thought that
Ackerman was presenting it on my behalf? How could we have known that Mr. Ackerman woutd
fink out? Clearly, at the time, in early 2007, 1 used reasonable efforts to assure that my 2006
proposal was properly presented at the 2007 annual meeting of NFG stockholders.

One more point — the Ackerman affidavit cites the injunctive language on which NFG’s
entire case is built. Note that Mr. Lee did not intend to exercise any rights and privileges
regarding his NFG shares — he had no shares in 2007. Mr. Lee only acted as my agent, regarding




the 133 shares of NFG | have held for many years in my IRA. The language NFG cites was not,
under any sensible reading of it, intended to stop me from using Mr. Lee, a competent man, as my
agent and representative respecting my shares. Thus, | ask that the SEC not only rebuke NFG,
but state clearty that, if [ should be unable to attend another annual meeting of stockholders,
which is possible given my health, and given NFG’s sleaziness in locating its meetings in places
where NFG does no business, that 1 can appoint Mr. Lee if [ so choose.

NFG management tries to get around all this with the legal opinion | have already
criticized. But remember, there has never been any state judicial opinion upholding NFG’s
interpretation of the injunctive language. The injunctive language, especially if read in the
context of the facts, does not favor NFG management’s position. But even if the SEC were to be
confused about this issue, it is noteworthy that, despite the passage of many months, NFG has not
attempted to obtain a judicial opinion in support of its position.

(I have NFG shares worth about $6,000, and see nothing that says that [ have to provide a
legal opinion to rebut that of NFG’s tainted counsel, who 1 understand were rebuked repeatedly in
state and federal court in their litigation with Mr. Lee. Ask Justice Fahey (state court) and Judge
Skretny (federal court, Western District of New York) To take any other provision would, |
think, make a mockery of the SEC’s position favoring shareholder democracy.)

Finally, please understand this. Most of the litigation cited by NFG is sealed, and | have
no access to it. NFG has cherry picked what it wants to, and for all | know has violated court
orders in the process. | know that it has mislead the SEC. It would be unfair for the SEC to rely
on what NFG says, in derogation of its own judgment and common sense, especially in light of
all the public record that is critical of NFG management and its counsel.

Other facts re failure to personally attend the February 15, 2007 Annual Meeting of
Stockholders.

These are not rebuttal points, but are needed as background. 1 have been ill for more
than 6 years, and have received Social Security Disability benefits for years. | spent more than 3
months in the hospital and nursing facilities in 2006, and at the time of the 2007 annual
stockholders meeting, 1 had a large and heavy oxygen concentrator at home, and was taking
oxygen. Thankfully, since that time, | have been able to stop taking oxygen.

After | was released from my lengthy hospitalization etc., | submitted a shareholder
proposal to NFG in August or September of 2006, which NFG published in the January 2007
proxy statement, and which it has provided to you as part of the NFG Submission. At the time |
submitted the 2006 proposal, 1 had several hopes — that NFG might actually adopt it and thereby
moot it, or that | would be healthy enough the following February (2007) to personally present
the proposal. Since the 2006 annual meeting of NFG stockholders was in Florida, and I live in
Florida, | was also hoping that the 2007 meeting would be in Florida, which would have made it
possible for me to attend. Mr. Lee could have put the concentrator in my car (I could not lift it),
and we could have driven to the meeting,.

1 have had periodic direct and indirect contact with NFG over the years. Because of
these contacts, NFG’s outside counsel, John Schmidt and Kenneth Manning, had been informed
of my illness in 2006, and knew that | might have a difficult time attending any annual meeting if
it were held in a cold and/or high elevation location. So, what did NFG do? They scheduled the
2007 annual meeting to be held in Park City Utah, a ski resort town, where NFG does no business




atall. Park City is snowy, has an ¢levation of about 7,000 feet, and is the last place a person
having breathing problems should go. In fact, when Mr. Lee attempted 1o present my 2006
proposal at that meeting, it was subfreezing, and there was snow on the ground.

In my view, this scheduling decision was a sleazy one, and was designed to defeat my
rights as a shareholder. For NFG to try to bootstrap its scheduling sleaziness into an excuse for
excluding my current proposal is yet more sleaziness. The SEC should reject it, in no uncertain
terms. And, the SEC should publicly rebuke and penalize NFG management. NFG has $4
billion in assets as it so proudly notes on its web site — only a large penalty would be “felt”.

At any rate, once [ learned, in January 2007, that NFG had chosen a location | could not
attend, | was in a dilemma. 1 know no one in Utah, and 1 know of no one in the business of
attending shareholder meetings. The only person I knew of who could and would attend the
meeting for me was my companion, Curtis W. Lee.

(1 did not have copies of the court orders NFG relies on, I did not remember the details
NFG says | should have remembered, nor did ] have reason to anticipate that NFG would take the
ridiculous position it ended up taking. Why would anyone expect NFG to do what it did?)

Mr. Lee went to the hotel at which the February 15, 2007 annual meeting of NFG
stockholders was held, and was not permitted into the meeting, even though he presented proof
that he was my authorized representative for purposes of presenting my 2006 sharcholder
proposal. | was standing by, but NFG never phoned to ask for confirmation that the
authorization was true, which of course it was. Thus, NFG knowingly and intentionally deprived
me of my rights to have my authorized representative present my 2006 proposal. The details of
what happened are set forth in Mr. Lee’s affidavit, which is enclosed. A copy of my
appointment letter, which Lee gave to NFG, is appended to that affidavit. Also appended thereto
is a copy of my 2006 shareholder proposal, which was voluntarily published by NFG, and a copy
of the letter from my doctor concerning my inability to go to Park City Utah in February 2007,

I A B e o o e o o o o

In short, NFG wastes your time, wastes stockholder assets, and exhibits its contempt for
the SEC’s policy in favor of shareholder democracy, via the NFG Submission. NFG easily and
legally could have taken a pro-democracy position. Instead, NFG tries 10 exploit loopholes, and
brazenly lies to you, in order to wholly undercut the purposes behind the SEC’s rules.

NFG management has gotten away with crimes such as the backdating of stock options.

Therefore, | ask the SEC to rule that NFG must publish my 2007 sharcholder proposal, in
its next proxy statement. Further, as a person who has suffered major health problems, all of
which are known 1o NFG, 1 truly resent NFG’s cruel, wasteful and contemptuous actions, and
believe that the SEC should penalize NFG management.

Please call if you have questions.
Sincerely yours,

Enclosure - Lee affidavit ;Ra‘o-f fr Ig’%“ﬂ’

Ce: James Peterson
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STATE OF NEW YORK: SUPREME COURT
ERIE COUNTY

DATA - TRACK ACCOUNT SERVICES, INC.

HIGHLAND LAND & MINERALS INC. AFFIDAVIT OF
HORIZON ENERGY DEVELOPMENT INC. CURTIS W, LEE
NATIONAL FUEL GAS COMPANY

NATIONAL FUEL GAS DISTRIBUTION CORP.

NATIONAL FUEL GAS SUPPLY CORP. Index No. 1999-960
NATIONAL FUEL RESOURCES INC,

NIAGARA INDEPENDENCE MARKETING CO.

LEIDY HUB, INC.

SENECA INDEPENDENCE PIPELINE COMPANY

SENECA RESOURCES CORPORATION

UPSTATE ENERGY INC., and
UTILITY CONSTRUCTORS INC.
Plaintiffs
Vs,
CURTIS W.LEE
Defendant

I, Curtis W. Lee, being duly swomn, depose and say
I. 1am Defendant in the above lawsuit. Plaintiffs, National Fuet Gas Company and subsidiaries,
are corporations with assets totaling almost $4 billion,
2. Robert A. Belfield has been my companion, or life partmer, for approximately 23 years. We
have lived together for approximately 23 years. He has been a sharcholder of National Fuel Gas
Company (“NFG”) for approximately 10 years, and perhaps longer. During that time, he has
always owned at least 133‘sharcs of NFG commeon stock (on a split adjusted basis).
3. In the summer of 2006, Mr, Belfield submitted a shareholder proposal (“Proposal™) to NFG.
The Proposal is very similar to a shareholder proposal he submitted to NFG in 2005, which was
pubtished in the next following NFG proxy statement, and was voted upon by NFG shareholders.
4. NFG published Mr. Belfield's Proposal in the first NFG proxy statement that followed its
submission, l.¢., in the NFG proxy st;nement dated January 12, 2007. Excerpts from said proxy

statement, including the text of Mr. Belfield's Proposal, and the text of the NFG Board’s




response to same, are appended hereto as Exhibit A,

5. Mr. Belfield has made several shareholder proposals to NFG in the past few years. In each of
those years, he attended the annual meetings of NFG stockholders, in order to present those
proposals. |know this because | accompanied Mr, Belfield on his travels to those meetings.

6. As can be seen from Exhibit A, NFG scheduled the 2007 Annual Meeting of Stockholders
(“Meeting”) for February 15, 2007, in Park City Utah.

7. Mr. Belfield and I leamed of the scheduling and location of the Meeting shortly after the NFG
2007 proxy statement was made public.

8. Mr. Belfield was immediately concerned about the Meeting for a number of reasons, He had
been hospitalized for more than 3 months in the summer of 2006, and was on oxygen. He
remained on oxygen thereafter. | personally witnessed all of these things. Mr. Belfield knew
that Park City was far away from our home - more than 2,000 miles away, in fact - and that it was
a high altitude location - about 7,000 feet in elevation. He and [ verified the elevation via the
Internet. Ambient oxygen levels are reduced at high elevations, and are unhealthy for persons
on oxygen.

9. In mid January 2007, Mr. Belfield spoke to a medical professional about whether or not he
could safely attend the Meeting. He was advised over the telephone that he could not, and so
informed me. Shortly thereafier, he received a letter from one of his doctors instructing him not
to attend said Meeting. (Exhibit B)

10. Once Mr. Belficld learned that he could not and should not attend the Meeting, he requested
me to do so in his stead, in order to present his Proposal. | agreed to do so.

11. Mr. Belfield formally appointed me his representative. See Exhibit C. [ witnessed the

execution and notarization of said document.
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12. Under SEC Rule 14 a- 8, it is propt;:r for the proponent of a shareholder proposal, such as
Mr. Belfield, to appoint another person to attend a meeting of stockholders in his stead, in order
to present a proposal on his behalf. Exhibit C complies with the intent and language of said rule.
13. Accordingly, ] made plans to attend the Mecting, so that 1 could present the Proposal on Mr.
Belfield’s behalf, See Exhibit D for flight arrangements | made. See Exhibit E for proof of
payment via charge card. (Certain irrelevant information is blacked out for privacy purposes.)
14. 1flew to Salt Lake City and arrived there at about noon on Feb. 14, 2007. ! rented a vehicle
and spent the night in Salt Lake City.

1S. In the momning of Thursday, Feb, 15, 2007, 1 drove from my hotel to Park City Utah and
found the location of the hotel at which the Meeting was being held - the Lodges at Deer Valley.
16. 1 arrived at the Lodges at Deer Valley shortly after 9:00 a.m. [ ascertained the location of
the Meeting, which was on the second floor.

17. | went there, and saw Diane Hastreiter Beyer sitting at a desk. Nearby were signs indicating
that this was the location of the Meeting. [ presented to her the document appended hereto as
Exhibit C (“Appointment”). She referred the matter to Anna Marie Cellino, secretary of NFG,
and | gave the Appointment to her. 1 explained to Mrs. Cellino why Mr. Belfield was unable to
attend the Meeting, and that he had appointed me his representative to present his Proposal.

18. Mrs. Cellino invited me to sit down and have some coffee while she spoke to Philip
Ackerman, CEO of NFG, and her boss, about whether or not to honor the Appointment.

19. [ have known all of the above NFG employees personally since the early 1980s.

20. Less than 5 minutes before the Meeting commenced at 10:00 a.m. on February 15, 2007, Mr.
Ackerman told me that NFG would not honor Mr. Belfield’s appointment of me as his
representative, because Mr. Ackerman believed that | was not a proper representative. He opined

that | was not permitted under New York court orders to act as said representative, but he also
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acknowledged that NFG did not have to take this position, l.e., he acknowledged that any rights
that NFG may have had were waivable. (David Smith, President of NFG, also agreed that any
NFG rights were waivable.) Mr. Ackerman informed me that because of NFG’s position, NFG
would not permit me to attend the Meeting.

21. However, Mr. Ackerman then stated that he would present Mr. Belfield’s Proposal, and that
it would be voted upon. He stated this in the presence of Mrs. Cellino, Paula Ciprich and Ronald
Tanski also. These three persons are NFG executives also, and have been personally known to
me since the 1980"s.

22. 1then called Mr. Belfield, to inform him of these developments. He told me that, although
he was unhappy, the important thing was that his Proposal would be presented and voted upon at
the Meeting, and therefore he agreed that Ms. Ackerman could and should present his Proposal
on his behalf, and to assure that it was voted upon. Mr. Belfield did not want me to make a
scene and insist on attending the Meeting on his behalf, even though he felt that NFG’s conduct
was improper.

23. 1 informed Paula Ciprich of Mr. Belfield’s position and decisions, at 10:08 a.m on February
15, 2007. Ms, Ciprich is NFG’s General Counsel.

24. After the meeting concluded, Rolland Kidder, a NFG director who is personally known to
me, and Mr. Ackerman, both told me that Mr. Ackerman had presented the Proposal, and that it
was voted upon.

25. Exhibit E - 2 is the agenda for the Meeting, which document was prepared and made
available by NFG. This document was available to all who desired it, prior to the
commencement of the Meeting. Accordingly, | requested and obtained it.

26. Note that the agenda contemplated that Mr. Belfield would present his Proposal at the

Meeting, and did not reserve to NFG any rights to block his use of a representative suchas 1 to




present the Proposal on his behalf.

27. Subsequent to the Meeting, Mr. Belfield executed and sent to Philip Ackerman, CEO of
NFG, a letter, a copy of which is appended hereto as Exhibit F. I witnessed such execution and
mailing.

28. Despite the passage of more than one week, Mr. Ackerman has not replicd to said letter (or
no such reply has yet been received), as of 10:00 a.m. this moming.

29. 1 make this affidavit based upon my recollections of the Meeting and based upon notes |
made on February 15, 2007, at the Lodges at Deer Valley, before, during and immediately after

the Meeting.

Oohs L)L

Curtis W, Lee

Sworn to before me on February 28, 2007
oL Shown

otary Public, Florida, Duval County

2 o.g'd'- Commission # DD 348366
e Bonded By National Nofory Assn,




Exhibits to Affidavit of Curtis W. Lee sworn to on February 28, 2007
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NATIONAL FUEL GAS COMPANY
6363 MAIN STREET
WILLIAMSVILLE, NEW YORK 14221

January 12, 2007

Dear Stockholder:

We are pleased to invite you to join us at the Annual Meeting of Stockholders of National Fuel Gas
Company. The meeting will be held at 10:00 A.M. local time on Thursday, February 15, 2007, at The Lodges
at Deer Valley, 2000 Deer Valley Drive East, Park City, Utah 84060. The matters on the agenda for the
meeting are outlined in the enclosed Notice of Meeting and Proxy Statement.

So that you may elect Company directors and secure the representation of your interests at the Annual
Meeting, we urge you to vote your shares. The preferred method of voting is by telephone as described on
the proxy card. This method is both convenient for you and reduces the expense of soliciting proxies for
the Company. If you prefer not to vote by telephone, please complete, sign and date your proxy card and
mail it in the envelope provided. The Proxies are committed by law to vote your proxy as you designate.

If you plan to be present at the Annual Meeting, please respond to the question if you vote by
telephone, or check the “WILL ATTEND MEETING"” box on the proxy card. Whether or not you plan to
attend, please vole your shares by telephone or complete, sign, date and promptly retum your proxy card
so that your vote may be counted. If you do attend and wish to vote in person, you can revoke your proxy
by giving written notice to the Secretary of the meeting and/or the Trustee (as described onthe first page of
this proxy statement), and/or by casting your ballot at the meeting.

Coffee will be served at 9:30 AM. and I look forward to meeting with you at that time.
Please review the proxy statement and take advantage of your right to vote.

\
Sincerely yours,

Philip C. Ackerman
Chairman of the Board of Directors,
and Chigf Erecutive Qfficer




NATIONAL FUEL GAS COMPANY
6363 MAIN STREET
WILLIAMSVILLE, NEW YORK 14221

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
to be held on February 15, 2007

To the Stockholders of National Fuel Gas Company:

Notice is hereby given that the Annual Meeting of Stockholders of National Fue) Gas Company will be
held at 13:00 A.M. local time on Thursday, February 156, 2007, at The Lodges at Deer Valley, 2000 Deer Valley
Drve East, Park City, Utah 84060. At the meeting, action will be taken with respect to:

(1) the election of directors;

{2} the appointment of an independent registered public accounting firm;
(3) the approval of the Annual At Risk Compensation Incentive Program;
(4) the approval of amendments to the 1897 Award and Option Plan;

(5) the adoption of, if presented at the meeting, a shareholder proposal which the Board of
Directors OPPOSES;

and such other business as may properly come before the meeting or any adjournment thereof.

Stockholders of record at the close of business on December 18, 2006, will be entitled to vote at the
meeting.

By ORDER OF THE BOARD 0F DIRECTORS

ANNAa Mare CeLuNe
\ Secretary

January 12, 2007

YOUR VOTE IS IMPORTANT

Whether or not you plan to attend the meeting, and what-
ever the number of shares you own, please vote your
shares by telephone as described on the proxy/voting
instruction card and reduce National Fuel Gas Company’s
expense in soliciting proxies. Alternatively, you may com-
plete, sign, date and promptly return the enclosed proxy/
voting instruction card. Please use the accompanying enve-
lope, which requires no postage if mailed in the United
States.




New Plan Benefits Table

The 1997 Plan authorized the Compensation Committee to make awards within the limits contained in
the 1997 Plan, including a limit on the number of shares available for such awards. The Compensation
Committee has made no preliminary determinations on who would get how many awards under the 1987
Plan after the 2007 Annual Meeting. Information on option grants to the named executive officers during
fiscal 2006 is contained in the Option Grants in Fiscal 2006 table on page 20 of this Proxy Statement. The
following table contains additional infonnation about grants of stock options under the 1887 Plan during
fiscal 2006, the most recently completed fiscal year.

NEW PLAN BENEFITS

Name and Position Dollar Value  Number of Units

Philip C. ACKEITNAN . . ... . i i i e $ 666,690 100,000
Chief Executive Officer

David F.Smith ... ... . . e $ 366,845 55,000
President and Chief Operating Officer

RonaldJ. Tanski. . ... ... . it i iaaanns $ 240,116 36,000
Treasurer and Principal Financial Officer

James A Beck . ... ... ... e i e ] 0 0
President of Seneca Resources Corporation until 7/1/06

Dennis J. Seeley . . oot e e e 3 0 0
President of National Fuel Gas Distribution Corporation untit £/1/06

James D. Ramsdell. ... ... ... i e e et e $ 80,039 12.000
Senior Vice President of National Fuel Gas Distribution Corporation

John R Pustulka ........c. it i e i et $ B0,039 12,000
Senior Vice President of National Fuel Gas Supply Corporation

All current executive officers as a group (B persons)(1) ............. $1,677,480 261,600

All non-employee directors as a group (Bpersons). ................. $ 0 0

All other employees who are not executive officérs, including all
current officers who are not executive officers, as a group{2)....... $ 995918 81,600

(1) The Company’s executive officers are listed in.the Company’s 2006 Annual Report and Form 10K
which accompanies this Proxy Statement. All the Company’s executive officers are eligible to receive
awards under the 1997 Plan and therefore have a substantial interest in this matter.

(2) Reflects 65,500 options issued and valued at $6.6669/share “Grant Date Present Value;” and 16,000
restricted stock valued at $34.¢4/share (fair market value at grant date).

The Board of Directors recommends a Yote FOR the above proposal

5. SHAREHOLDER PROPOSAL

A shareholder (the *Proponent™) has indicated that he or she will present the proposal set forth below
for consideration by the shareholders at the Annual Meeting. The name, address and stock ownership of
the Proponent will be provided by the Company's Secretary to any shareholder promptly upon receipt of
any oral or written request. The affirmative vote of a majority of the votes cast on this proposal by the
holders of Common Stock entitled to vote is required to adopt this proposal.

“The stockholders recommend that the Board undo the large increases in compensation payable to
non-employee directors, and restore the compensation program in effect in fiscal 2003, for a mininium of
3 years, and that these changes occur effective beginning April 1, 2007. There is one exception —
Committee chaimen would receive no extra compensation (and certainly not the excessive $7,500 per
year now in effect) for service as such, This means that non-employee directors would receive the
following annual compensation:

» Cash retainer of $20,000,

s Company common stock retainer of 1,200 shares.
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« $1.500 per Board meeting attended.
» $1,200 per Board Committee meeting attended.
 $600 per special consultation at request of CEO.

Further, the stockhoiders recommend that any later increases in non-employee director compensa-
tion not be payable until after (if) directors are reelected.

My stockholder proposal is necessary for these reasons.

In December 2004, nonemployee directors greatly increased their own compensation, without
seeking stockholder approval. The annual cash retainer was increased by 30% to $26,000, and the
compensation paid per Board and committee meeting was increased by 20% and 5(% respectively, to
$1,800. In fiscal 2005, the annual compensation of non-employee directors who atiend 6 meetings of the
Board (the number held in 2005) as well as 8 meetings of the Compensation Committee (the number held
in 2005) was approximately $95,000, an outrageous amoumnt for atiending a few meetings and reading a few
documents.

Some non-employee directors (e.g., Committee chairman) will receive more than $100,000 in fiscal
2006.

These figures are computed using a recent Company stock price of $37 per share.

Current compensation levels are even more outrageous when the foltowing are considered:

* There.is no public indication that anyone undertook any study justifying these large compensation
increases. Further, there is no evidence that the Company has had difficulties attracting and
retaining directors. After all, who wouldn't want Lo receive close to $100,000 per year for a few days’
work?

e The Board has been derelict. It permitted Bernard Kennedy, recently retired CEO, to plunder the
Company in the amount. of approximately $67 million. {This is approximately the total value of the
cash, benefits, stock, stock options etc. provided and promised to Kennedy respecting his time as
Company CEO and retiree. These figures are derived from public filings.) Kennedy was paid
$23 million (cash) in 2004 alone.

* The Board has been imprudent in maintaining and increasing executives' benefits, while the
unfunded portion of executive and employee benefits exceeds $483 million (fiscal 2005 year end).

¢ As the Company's February 9, 2006 10-Q indicates (page 35). the Company recently settled
allegations of fraudulent conduct, by paying a large sum.

*» As the front page article in the July 2, 2006 edition of the Buffalo News indicates, the Company has
its own stock option backdating scandal.

Thus, the directors allowed misconduct to flourish, were derelict in their duties, and don't deserve
reelection much less such rich pay packages.

My Proposal will reduce waste and save the Company noney. and should be approved.”

Statement of the Board in Opposition to the Shareholder Proposal

Your Board of Directors recommends that you vote “AGAINST’ this proposal. The proposal is
unnecessary, unwise and is motivated by the personal grievances of the Proponent. who is the life
companion of a disgruntled ex-employee who has repeatedly submiitted similar proposals since 1998. This
proposal is part of that ex-employee’s long-running vendetta against the Company and certain of its
officers and directors. In the course of that campaign, thal ex-cmployee has violated numerous court
orders, for which various courts have found him guilty of more than 80 counts of ¢ivil contempt of court
and 35 counts of criminal contempt. Nevertheless, the nules of the SEC require us to include the
Proponent's proposal and supporling statement.

If the Proponent’s proposal had been in effect throughout fiscal ycar 2006, the total savings to the
Company would have been less than $160,000, taken from among the seven individuals who served as
outside directors in fiscal 2006. The Board's compensation is described on page 8 of this Proxy Statement.

Last year, the Proponent’s almost identical proposal received only 9.7% of the voies cast on it. The
recommendation of Institutional Sharcholders Services (ISS) published on January 31. 2006 was to vote
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against last year's proposal. ISS's recommendation noted that the Company’s directors were paid less than
the median of the director compensation for the peer group selected by 1SS, and that “it appears that
director compensation was not out of line with peers.” The leve) of director fees for compensation of the
Company's outside directors has not been changed since January 2005.

The compensation received by your outside directors was marginally increased effective January 1,
2005 after a review of the same peer group of 11 companies used for evaluating executive compensation
{see the Report of the Compensation Committee on pages 14-17 of this Proxy Siatement). In December
2004, the Company’s outside directors were being paid below the median of the 11 companies in that peer
group, ranking seventh among 11. The modest increase effective January 1, 2005 moved the Company upto
sixth (exactly the median) among those 11 peer companies. Comparing to a wider group of publicly traded
companies, in fiscal 2006 your outside directors were on average paid only 64% of the 20053 median
compensation for directors of the 350 companies in the “Mercer 350.”

Contrary to the Proponent's misconception, there are more than “a few days of work™ involved in
being a director of a publicly traded company in the post-Enron, post-Sarbanes-Oxley era. In fiscal 2006,
the Audit Committee met nine times and the Compensation Commitiee met six times. One outside director
attended seven board meetings and 18 committee meetings in fiscal 2006. Substantial preparation for these
meetings and substantial potential liability are integral parts of public company board membership.

Your Board of Directors consists of individuals with many years of successful experience in various
segments of the natural gas industry. Their skill, judgment and dedication are evidenced by the perfor-
mance of the Company's stock as shown by the Corporate Performance Graph set forth on page 22 of this
Proxy Statement. Much of their compensation is in the form of Company Stock which they must retain
until after they leave the Board, and their holdings of Company Stock are set forth on pages 11-12 of this
Proxy Statement. Their interests are aligned with the stockholders, and they are well worth the com-
pensation they receive from the Company.

The Board of Directors recommends a vote “AGAINST" this proposal.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16{a) of the Securities Exchange Act of 1834 requires the Company's directors and officers,
and persons who own more than 10% of a registered class of the Company’s equity securities, to file reports
of ownership and changes in ownership with the SEC and the NYSE. Directors, officers and greaterthan
10% stockholders are required by SEC regulation to furnish the Company with copies of all Section 16(a)
forms they file. Based solely on review of information furnished to the Company, repotts filed through the
Company and/or written representations that no Form 5 was required, the Company believes that all
Section 16(a) filing requirements applicable to its officers, directors and greaterthan 10% beneficial
owners were complied with during fiscal 2006, except as described below.

All of the Section 16(a) reports filed by direcior Rolland E. Kidder regarding transactions in fiscal 2005
and 2006 timely and accurately disclosed the total number of shares of Company stock owned by him.
However, some filings have inadvertently contained errors in designating the respective number of shares
held by him “directly” and “indirectly.” SEC rules consider the Company stock held in the joint stock
brokerage account maintained by Mr. Kidder and his wife to be “directly” owned by Mr. Kidder, and the
Company stock registered in Mrs. Kidder's name or held in her stock brokerage account to be “indirectly”
owned by Mr. Kidder, Mr. and Mrs. Kidder are a happily married couple who file joint tax retums and
generally handle their finances as a jolnt pool of assets and expenses, Miscomumnunication among the
stockbroker, Mr. Kidder and the Company personnel who prepare Mr. Kidder's 16(a} reports resulted in the
necessary correction of some of his 16(a) reports, which are therefore considered not to have been filed
“on a timely basis.” Specifically, Mr. Kidder filed on December 28, 2006, Section 16G(a) reports to report
(i) the movement in 2005 of 8,500 shares from the joint accown (direct) into Mrs. Kidder's account
findirect), and 2,165 shares from her account (indircet) into the joint account (direct), both considered
“gifts” because no money or other consideration changed hands; and (ii} the correction of a report
disclosing sale into the market of 1,500 indirectly owned shares in 2006, which was corrected to report that
transaction as a sale of shares directly owned by Mr. Kidder.
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College of Medicine 1600 SW Archer Road, RM M440

Department of Medicine PO Box 100277

Division of Gastroenterology, Gainesville, FL 32610-0277
Hepatology and Nutrition 352-392-7353 Phone

Section of Hepatology & Liver Transplantation 352-392-7393 Fax

January 18, 2007

Mr. Robert Beificld
7537 Teaticket Connt
Jacksonville, FL 32244

Dear Robert:
You recently informed me that you are sci'xeduleci to attend a business meeting in Utah in

February. Ido not feel that you are medically able to travel to Utah at this time due to
your current state of health, inclement cold weather conditions, and high altitude.

Please contact our office if you have any further questions.

rely,

el Soldevila - Pico. MD
Professor of Medicine
University of Florida

“F e Eaundathon for The Gawr Nokon

MO B B RERIA Y SRCUBIAn -
U gy g SA p B




APPOINTMENT OF REPRESENTATIVE

Robert A. Belfield
7537 Teaticket Ct.
Jacksonville FL 32244
904 — 594 — 6192

1 bave owned 133 or more shares of the common stock of National Fuel Gas Company
(“NFG™) continuously for several years. I submitied a shareholder proposal to NFG in the
summer of 2006, which NFG has published in the NFG proxy statement dated January 12, 2007.
It was my intent, at the time of submitting my proposal, to present this proposal at the upcoming
NFG Arnual Mecting of Stockholders (“Meeting™), which is scheduled for February 15, 2007,
and will be held in Park City Utah. This town is located approximately 2,300 miles distant from
my home, and has an elevation of about 7,000 feet. NFG management chose the time and place

of this Meeting.

Under Securities and Exchange Commission Rule 14a-8, 1 may designate a representative
to present my shareholder proposal at the Meeting, on my behalf. This will entail the presence of
my representative at the Meeting, | hereby exercise my rights under said rule, because it would
be deleterious to my health to attempt to travel to said Meeting next month.

Consequently, [ hereby appoint Curtis W. Lee, of 7537 Teaticket Coun, Jacksonville FL
32244, as my representative, and hercby empower and authorize him, on my behalf, and as my
tepresentative, to attend said Meeting of NFG, and any adjournment thereof, to present my
shareholder proposal at that Meeting, and any adjournment thereof, and take all actions necessary
and incidental to these purposes, including but not limited to making statements in support of my

shareholder proposal.
' 4
Bole 2 k. R

Robert A. Belfield

Swom to before me on January Hg“. , 2007

‘ 7 C 840451490
fefue 19 et
Notary Public, D&)al County, Florida
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Subj: Travel Document - Salt Loke City 2/14/07
Date: 1/23/2007 1:31:04 P.M. Eastern Standard Time
From: travelercare@orbitz.com

To: curtlee59@aol.com

Hello Robert,

Thanks for traveling with Orbitz. This e-mail confirms the ticket number(s)
issued for the trip "Satt Lake City 2/14/07". This purchase is subject to our
Privacy Policy and our Terms and Conditions.

( htp:/Awww. orbitz.com/pagedeffcontent/legaliprivacy05.jsp )

( hitp://www . orbitz. com/pagedef/contentlegal/terms05 jsp )Please review the
ticket information for

accuracy:

At the airport

Enjoy a hassle-free airport experience with these travel tips from OrbitzTLC:

— Remember to bring a valid government-issued photo ID to the airport. Check
specific visa and passport requirements.

(
http:/Awww.abriggs.com/high_level/foreign_entry_requirements.php?source=orbitzFER
)

— Obtain your boarding pass before entering the security checkpoint. See more
check-in tips

{ http:/iwww.orbitz.com/App/ViewTrave/WatchArticle?headline=E-ticket+check-in

)
— Plan ahead and arrive eary for airport security. Please review these
updated security and packing guidelines, as they may change periodically.

(
http:/iwww.orbitz.com/App/ViewTravelWatchArticle?headline=Airport+security +rules
)

CHECK-IN INFORMATION
Because you're traveling with an e-ticket, no ticket will be mailed to you.

TICKET INFORMATION

Passenger. CURTIS LEE

Qrbitz record locator: AP11010147EOLCO7
Continental Airlines record locator: B738EF

America West record locator: GKOFMD

Airline ticket number{s}.

Tuesday, January 23, 2007 America Online: Curtlee39

Page 1 of 6
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0057660954903304

Have your travel plans changed? Many tickets can be exchanged or cancelled
online by visiting
"My trips" and clicking the "Change/cancel airiine licket" option.

Page 2 of 6

(
hitp:/Mwww.orbitz.com/App/PerformDisplay Selected Trip?selected TravelPlanLocatorCode=JANS56435414

)

Wednesday, February 14, 2007
Continental Airlines # 1869

Jacksonville International (JAX) to Houston Geerge Bush Intercntl. (1AH)
Departure (JAX): February 14, 6:47 AM EST {moming)
Amival (IAH): February 14, 8:15 AM CST (morning)

Class: Economy

Seat assignment: 16D view/change seats (
http:/Mwww.orbitz. com/AppMy StuffViewSeatSummary?
otpLocatorCode=JAN56435414&itinLocatorCode=AP11010147EOLCO7&seatMapindex=1

)

Wednesday, February 14, 2007
Continental Airlines # 542

Houston George Bush Intercntl. (IAH) to Salt Lake City International (SLC)
Departure (IAH). February 14, 9:25 AM CST (moming)
Arrivat (SLC); February 14, 11:43 AM MST {morning)

Class: Economy

Seat assignment: 22C view/change seats (
http://www orbitz.com/App/My StuffViewSeatSummary?
otpLocatorCode=JAN564354148&itinLocatorCode=AP11010147EOLCO7 &seatMapindex=2

)

Friday, February 16, 2007

America West # 2986

Operated by: MESA AIRLINES DBA AMERICA WEST EXPRESS - Please check in with the
operating carrier

Salt Lake City Intemational (SLC) to Las Vegas Mccarran Intl (LAS)

Departure (SLC): February 16, 8:30 PM MST (evening)

Arrival (LAS): February 16, 9:50 PM PST (evening)

Class. Economy

Seat assignment: 90 view/change seats (

Tuesday, January 23, 2007 America Online: Curtlee59
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http:/iwww.orbitz.com/App/My StuffViewSeatSummary ?
otpLocatorCode=JANS84354 14&itinLocatorCode=AP 1101 0147ECLCO7&seatMapindex=3

)

Friday, February 16, 2007

America West # 708

Operated by: US AIRWAYS - US 708 - Please check in with the operating carrier
Las Vegas Mccarmran Intl (LAS) to Charlotte Douglas (CLT)

Departure (LAS): February 16, 10:55 PM PST (evening)

Arrival (CLT): February 17, 5:52 AM EST (morning)

Class: Economy

Seat assignment: 19D view/change seats (
hitp:/Awww.orbitz.com/App/MyStuffViewSeatSummary?
otpLocatorCode=JAN564354 148itinLocatorCode=AP1101 0147EOLCO7&seatMapindex=4

)

Saturday, February 17, 2007

America West # 1579

Operated by: US AIRWAYS - US 1579 - Please check in with the operating
carrier

Charlotte Douglas (CLT) to Jacksonville International (JAX)

Departure (CLT): February 17, 8:10 AM EST (moming)

Armival (JAX): February 17, 9:24 AM EST (moming)

This is an ovemnight flight.

Class; Economy

Seat assignment: 23D view/change seats {
http://www.orbitz.com/App/MyStuffviewSeatSummary?
otpLocatorCode=JAN564354143itinL ocatorCode=AP11010147EOLC07&seatMapindex=>5

)

sereddRthe kAt datanD

PURCHASE CCNFIRMATION

Passenger. CURTIS LEE

Airline ticket number(s). 0057660954903904
Fare type: Adult

Ticket type: electronic (e-ticket)

Total airfare: $327.00 (including taxes)
Service fee: $6.99
Total trip cost: $333.99 USD

Tuesday, January 23, 2007 America Online: Curtlee59

Page 3 of 6
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Unless otherwise specified, all costs are provided in US dollars.

BILLING INFORMATION

Credit card holder's name: CURTIS W LEE
Credit card type: Discover
Credit card number: »00000000xx0310

7537 TEATICKET COURT
JACKSONVILLE, FL 32244
United States

E-Mail: curtlee59@aol.com

Look up your itinerary onfine under "My Trips.” (
http:llwww.orbitz.oonvAppIPerformDisplaySelectedTrip?seIectedTraveIPlanLocatorCode=JAN56435414

) or on your mobile phone at(http:/www.orbitzandgo.comvtic/micro/mobile).

Please note that your fare may carry restrictions. Changes to your itinerary

may result
in additional fees, Review the fare rules in "My Trips” to learn more.

(
http:!Mww.orbi!z.corrv‘ApprerI‘ormDisplaySelectedTrip?selectedTravelPlanLocatorCode=JAN56435414
)

Important notice related to the ticket terms and conditions:

(
http://fag.orbitz.com/cgi-bin/orbitz_faq.clg/php/enduser/std_adp.ph p?topic=08p_prodcode=&p_faqid=2

SCHEDULE CHANGES

You may receive an e-mail from Orbitz if @ schedule change occurs prior
to or during your trip. Such changes also will be noted in "My Trips.”

We recommend that you check there periodically before your trip.

If there are changes to the flight(s), bring a printout with the
updated itinerary and ticket number(s) to the airport. You can use
the e-mail that comes 2-3 days before departure.

GREAT RATES

Click for

car (

http:/Awww.orbitz.comiApp/OffsiteCarSearch?pickuplocation=SLC&pickupDate= 14-Feb-07&dropoffDate=16-Feb-
07&pickupTime=noon&dropoffTime=9+pm

).

hotel (

hitp:/Awww.orbitz.com/App/Offsite HotelSearch7city=SLC&inDate=14-Feb-07&outDate=16-Feb-07

)and
attractions & services (
hitp://www.orbitz. com/App/PerformDisplaySelected Trip?selected TravelPlanLocatorCode=JAN56435414

)
rates in Salt Lake City.

Tuesday, January 23, 2007 America Online: Curtlee59
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OrbitzTLC(SM) Alerts
We automatically send alerts about flight status, delays and cancellations.
Orbitz will send alerts to your E-mail: curtieeS59@aol.com.

Update zlerts setup.

(
hitp:/Mwww.orbitz.com/App/PerformDisplay Selected Trip?selected TravelPlanLocatorCode=JANS64354 14
)

New! Look up your itinerary and flight status on your mobile phone at
mobile.orbitz.com. Learn more at hitp://www.orbitzandgo.com/tic/micro/mobile

ORBITZ EXTRAS

AIRLINE TICKET PROTECTOR

Protect against trip cancelilations and interruptions with Access America, an
Orbitz partner. Coverage is avaitable for a non-refundable airline ticket up to
$3,000. Important limitations apply.

Buy Airline Ticket Protector

http:/www.etravelprotection.com/orbitz. html

You can always access your travel itinerary and cancel or make changes to your
reservation in the "My Trips* section.

(http:fiwww.orbitz.com/App/PerformDisplay Selected Trip?selectedTravelPlanLocatorCode=JAN56435414)

If you have any questions, you can e-mail us
(http://faq.orbitz. com#submitEmail). {
http:ﬂwww.orbilz.oom!AppIPerformDispIaySelectedTﬁp?selectedTravelPIanLocatorCode=JAN55435414

If you have any questions, you can e-mail us
( hitp://faq.orbitz.conwsubmitEmail ).
we'll be in touch with essential trip information as the travel date nears.

Again, thank you for choosing Orbitz.

OrbitzTLC Team

P.S. Need additional help? Check our Customer Service section
( hitp://faq.orbilz.com }.

Tuesday, January 23, 2007 America Online: Curtlee59
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NATIONAL FUEL GAS COMPANY

ANNUAL MEETING OF STOCKHOLDERS
February 15, 2007

ORDER OF BUSINESS

Call to Order

Report on Quorum and Notice of Meeting
Approval of Minutes of 2006 Meeting
Appointment of Inspectors

Proposals from Proxy Statement

Open Polls

Close Polls

Report of Inspectors of Election

Adjournment

thellbt ¢— <




CONDUCT OF MEETING

In order to conduct the meeting in an orderly fashion, we will follow the Order of
Business as indicated on the opposite side of this page.

All questions and supporting comments should be directed to the Chairman.
Stockholders should wait to be recognized by the Chairman. Please do not
interrupt others, and be as concise as possible.

No camera or electronic recording device may be brought into or utilized at the
Meeting without the written consent of the Chairman or of the Secretary of the
Company.

For nominations or other business to be properly brought before the meeting, the
stockholder must have given timely notice to the Secretary of the Corporation in
accordance with the Company’s By-Laws.

The stockholder proponent of any business properly brought before the meeting
will be allowed a total of five minutes to present the proposal and make an
appropriate statement in support.
The Chairman will stop discussions that:

* are irrelevant to the business of the Company,

* are personal matters such as employee relations or customer complaints,

+ are derogatory references to personalities or otherwise are not in good taste, or

* are in substance repetitious of other statements made at the meeting.

If the number of stockholders physically present at the Meeting is, in the
Chairman's opinion, sufficiently small, the Chairman will dispense with formal
questions from the floor, and the Company’s officers and directors present will be
available for individual questions after the Meeting adjoumns.




Robert A. Belfield
7537 Teaticket Ct.
Jacksonville FL 32244
904 - 592 - 6192
February 20, 2007

Philip Ackerman

CEO

National Fuel Gas Company
6363 Main Street

Witliamsville NY 14221
Re: My National Fuel Gas Company (“NFG") Shareholder

Proposal, as published in the NFG proxy statement
Dear Mr. Ackerman:

As you know, 1 was unable, for medical reasons, to personally present my shareholder
proposal at the February 15, 2007 Annual Meeting of Stockholders, because the meeting was held
too far away from home, and in a high altitude location (fow oxygen levels). 1 appointed Curtis
Lee as.my representative to present this proposal, and he delivered to NFG’s Secretary a copy of
the notarized document, signed by ine, to this effect.

For reasons of your own, you did not permit Mr. Lee to personally present my proposal at
the meeting, Instead, you informed him that you would present my proposal yourself, and that
you would permit voting on it to occur. M. Lee informed me of your promise via telephone. At
approximately 10:00 a.m. on February 15, 2007, | informed Mr. Lec over the phone that,
although 1 did not agree with your decision to prevent Mr. Lee from personally presenting my
proposal on my behalf, that | would, under the circumstances, consent to your presenting my
proposal and having it voted on.

M. Lee tells me that he told Paula Ciprich and others shonly after 10:00 a.m. that |
consented to your presenting my shareholder proposal and having it voted upon. Mr. Lee also
tells me that you and other NFG officials told him, after the meeting was over, that my proposal
had been presented and had been voted upon. You also told Mr. Lee that my proposal did not
receive a majority of sharcholder votes.

Would you please advise me what the voting results were? Plus, may ! have a transcript
of the proceedings of the 2007 Annual Meeting of Stockholders? [ assume that | am entitled to
this document, as | am the proponent of my shareholder proposal, and a long-time sharchoider.

1 own and have owned 133 or more shares of NFG commen stock for many years, and
expect to continue owning shares of NFG common stock until [ die.

Please call or write if you have questions, and thank you for your anticipated cooperation.
Thank you.
Sincerely yours,

Aobz A 3«%}




NATIONAL FUEL GAS COMPANY

6363 MAIN STREET @ /r’é\o N
/4
WILLIAMSVILLE, N. Y. 14221-5887 % "@p &//
oo 1S 97
JAMES R, PETERSON Poox‘ P,y
ASBISTANT SECARTARY '?4)-06’/6. ‘5:
(756} B57-7702 /0,?:000 5\?
November 14, 2007 M4 Gy
K
YIA UPS OVERNIGHT

Securities and Exchange Commission
Division of Corporate Finance

Office of the Chief Counsel

100 F. Street, N.E.

Washington, D.C. 20549

RE: Withdrawal of Sharcholder Proposal Submitted by Robert L. Belfield

Ladies and Gentlemen:

In a letter dated October 5, 2007, National Fuel Gas Company (the “Company”)
requested the staff of the Division of Corporate Finance (the “Staff”} of the Securities and
Exchange Commission to concur that it would not recommend any enforcement action to the
Commission if the Company excluded a shareholder proposal submitted by Robert A. Belfield
(1he “Proponent”) related to executive compensation (the “Proposal™).

In a letter dated October 31, 2007 (copy attached), the Proponent informed the Company
of the Proponent’s withdrawal of the Proposal, and authorized the Company to inform the
Commission of both that withdrawal and also of the Proponent’s desire to withdraw his letter to
the Commission dated October 10, 2007, regarding the Proposal. Consequently, based on the
Proponent’s withdrawal of the Proposal, the Company hereby informs the Staff of the
withdrawal of the Company’s no-action request of October 5, 2007, related o the Proposal.

If you have any questions, require other information, or wish to discuss this matter,
please call me.

Very truly yours,
NATIONAL FUEL GAS COMPANY

RO

(/James R. Peterson
Assistant Secretary

Enc.
cc: Robent A. Belfield
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Robert A. Belfield
7537 Teaticket Ct.
Jacksonville FL 32244
904 — 594 - 6192
October 31, 2007

By hand delivery

Anna Marie Cellino

Secretary
National Fuel Gas Company

6363 Main Street
Williamsville, NY 14221

Re: Withdrawal of Shareholder Proposal and Letter to SEC

Dear Ms. Cellino:

I hereby withdraw my shareholder proposal for the National Fuel Gas Company
2008 Annual Meeting of Stockholders. 1 also hereby authorize National Fuel Gas
Company to inform the Sccurities and Exchange Commission, by copy of this letier or
other means, of my desire to withdraw my letter to the SEC, dated October 10, 2007,
regarding such shareholder proposal.

Sincerely yours,

Robet A. Butf iy

Robert A. Belfield
Stockholder




