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Glossary of Terms ;
Frequently used abbreviations, acronyms, or terms used i) thig
report:

National Fuel Gas Companies'

Company The Registrant; the Registrant and its wubaidxarim or
the Registrant's subsidiaries as appropriate in the com(*xt of the .

disclosure

Distribution Corporation  National Fuel: Gas  Distribution
Corporation /

Empire Empire Pipeline, Inc.

ESNE Energy Systems North East, LLC

Hightand Highland Forest Resources, Inc.

Horizon Horizon Energy Development, Inc.

Horizon B.V. Horizon Enetgy Development BV

Hovizon LFG Horizon LEG, Tnc ™

Horizon Power Horizon Power, Inc.

Midstream Corporation National Tuel Gas Midstream
Corporation
Model City Model City Energy, LLC
National Fuel National Fuel Gas Company
NFR National Fuel Resources, Inc.
Registrant National Fuel Gas Company
SECK Sencca Energy Canada Inc.

Semeca Seneca Resources Corporation
Seneca Energy Seneca Energy I, e
Supply Corporation National Fuel Gas Supply (,orpomnon

Regulatory Agencies
EPA United States Environmental Profection Agency
FASB Financial Accounting Standards Board
FERC Federal Energy Regulatory Commission
IASB International- Accounting Standards Board
NYDEC New York State Department of Environmental
Conservation
NYPSC State of New York Public Service Commission
PaPUC Pennsylvania Public Utility Commission
SEC Sécurities and Exchange Commiission

Other
Bbl Barrel (of oil)
Bef Billion-cubic feet (of natural gas)
Befe (of Mefe) — represents Befl (or Mcb): Equivalent The'toal

heat valie (Biu) of natural gas and oil expressed as a voliime ol
natural gas. The Company uses a conversion formula of 1 barrel

of oil'= 6:Mcf of natural gas.

Bru British thermal unit; the aniount of hﬁdl need&:d o taise thc

temperature of one pound of water one degree Fahrenheit.
Cashont revenues A cash resolution of a gas imbalance whereby
A customer. pays: Supply - Corporation for gas. the customer
receives  in_ excess - of amotnis  delivered into - Supply
Corporation’s system by the customer’s shipper,

Capital expenditure Represents additions to property, plant,
and equipment, or the amount of money a company spends to
buay, caf)’i*iai dssets or upgrade is existing capital assets. ‘
Degree day A measure” of “the coldiess “of 'the ‘weather
experienced, based on the extent to which the daily average
temperatire falls: below a reference temperature;ustially 65
degrees Fahrenheir, :

Drexivative A financial jnsttument or other contract, the terms of
which include an underlying variable (a price, intevest rate,
index rate, exchange rate, or other variable) and a notional

amonnt (mumber of units, barrels, cubic féet, etc) "The terins ™
also ‘permit for the instrument or contract to be settled net and

‘and gas reserves and fo pmvxde iauhms for extmumg, treating,
‘gathering and storing the oil and gas.

Development well A well drilled to.a known producing
formation in a previously discovered field.

Dodd Frank Act Dodd-Frank Wall Street Reform and Consumer
Protection Act, :

Dth Decatherm; one Dth of natural gas has a heating value of
1,000,000 British thermal -units, approximately -equal to the
heating vilue ol L Ml of natiral gas:

 Exchange Act Securities Exchange Act of 1934, as amended

Expenditwies: for: Jongdived assets  Includes  capital
expenditures, stock acquisitions s and/or  investments in
partnerships,

Exploitation. Development of a field, including the location,
drilling, completion and  equipment of wells nece
produce the commercially recoverable oil and gas in the fie
Saploration costs Costs incurred in identifying areas that uuy
warrant examination, as well as costs incurred in examining
specific areas, including drilling exploratory wells,

Lo

~>Expl(1‘i“d m’i“y? well ‘A well drilled in unproven or semi-proven

teryitory for the purpose of ascertaining the presence

Fanderground ofa commercial hiydrocarbon deposit.

Firm transportation and/or storage The transportation and/or
storage service that a supplier of such service is obligated by
contract to provide and for which the customer is obligated to
pay whetheror pot the service is uglized.

GAAP Accounting princi phss generally-accepted i the United
States of Anmverica

Goosdwill - An.intangible: asset- representing the difference
between the fair value of a comipany and the price at which a
company is purchased, .

Hedging A metliod of minimizing the impact of price, interest
rate, and/or foreign currénicy exchange fate changes, often times
through the use of derivative financial instrumients. '

Hub Location where pipelines intersect enabling the ‘trading,
trangportation, smmge exchange, “lending and borrc)wmg of

Copararal gas,
interruptible trampmtation and/or storage The transporiation
and/or storage serviee that, i accordanice with. congractual
o -aprangements, can be interrupted by the supplier of such Service,
ioand for which the customer does not pay unless utilized.

LIBOR London Interbank Offered Rate.

LIEO Lastin, first-out

Mareellus . Shale A Middle Bevoman -age - geological shale
formation that is present nearly a mile or more below the surface
in the Appalachian region of the United States, including much
of Penmsylvania and southern New York.

MbE Thovsand barrels (of oiD)

Mef Thousand cubie feet (of natural gésﬁ

MD&A Management's Discussion and Anaiysxb “of Financial
Condition and Results of Operations

MDih Thousand decatherms (of natural gas)

MMBa Million British thermal units

MMef Million cubic feet (of natural gas) -

MMete Million cubic feet equivalent

NGA The Natiral Gas Act of 1938, as amended; the federal law
regulating int '

erstate matural gas pipeline and storage companies,




among other things, codified beginning at 15 U.S.C. Section 717.
NYMEX New York Mercantile Exchange. An exchange which
maintains a futures market for crude oil and natural gas.

Open Season A bidding procedure used by pipelines to allocate
firm transportation or storage capacity among prospective
shippers, in which all bids submitted during a defined time
period are evaluated as if they had been submitted
simultaneously.

Order 636 An order issued by FERC entitled “Pipeline Service
Obligations and Revisions to Regulations Governing Self-
Implementing Transportation Under Part 284 of the
Commission’s Regulations.”

PCB Polychlorinated Biphenyl

Precedent Agreement An agreement between a pipeline
company and a potential customer to sign a service agreement
after specified events (called “conditions precedent”) happen,
usually within a specified time.

Proved developed reserves Reserves that can be expected to be
recovered through existing wells with existing equipment and
operating methods.

Proved undeveloped (PUD) reserves Reserves that are expected
to be recovered from new wells on undrilled acreage, or from
existing wells where a relatively major expenditure is required to
make those reserves productive.

PRP Potentially responsible party

PUHCA 1935 Public Utility Holding Company Act of 1935
PUHCA 2005 Public Utility Holding Company Act of 2005
Reliable technology Technology that a company may use to
establish reserves estimates and categories that has been proven
empirically to lead to correct conclusions.

Reserves The unproduced but recoverable oil and/or gas in place
in a formation which has been proven by production.

Restructuring Generally referring to partial “deregulation” of
the pipeline and/or utility industry by statutory or regulatory
process. Restructuring of federally regulated natural gas pipelines
resulted in the separation (or “unbundling”) of gas commodity
service from transportation service for wholesale and large-
volume retail markets. State restructuring programs attempt to
extend the same process to retail mass markets.

Revenue decoupling mechanism A rate mechanism which
adjusts customer rates to render a utility financially indifferent to
throughput decreases resulting from conservation.

S&P Standard & Poor’s Ratings Service

SAR Stock appreciation right

Service Agreement The binding agreement by which the
pipeline company agrees to provide service and the shipper
agrees to pay for the service.

Spot gas purchases The purchase of natural gas on a short-term
basis.

Stock acquisitions Investments in corporations.

Unbundled service A service that has been separated from other
services, with rates charged that reflect only the cost of the
separated service.

VEBA Voluntary Employees’ Beneficiary Association

WNC Weather normalization clause; a clause in utility rates
which adjusts customer rates to allow a utility to recover its
normal operating costs calculated at normal temperatures. If
temperatures during the measured period are warmer than
normal, customer rates are adjusted upward in order to recover
projected operating costs. If temperatures during the measured
period are colder than normal, customer rates are adjusted
downward so that only the projected operating costs will be
recovered.



For the Fiscal Year Ended September 30, 2011

ITEM 1

ITEM 1A
ITEM 1B
ITEM 2

ITEM 3

ITEM 5

ITEM 6
ITEM 7

ITEM 7A
ITEM 8
ITEM 9

ITEM 9A
ITEM 9B

CONTENTS
Page
; Part 1
BUSINESS . . ittt et e 6
THE [COMPANY AND ITS SUBSIDIARIES . « « « o v e et e e e e e e e e e e e e e e 6
RATés AND REGULATION . . . .ttt ettt e e e e e e e e e e e 7
THE pTILITY SEGMENT . ittt ittt e e e 7
THE PIPELINE AND STORAGE SEGMENT . . . ..\ttt s ettt e et et eee e 8
THE EXPLORATION AND PRODUCTION SEGMENT . . ...ttt it eeee e e eeeeees 9
THE ENERGY MARKETING SEGMENT . . ..ottt ittt et e ettt e e ea e 9
ALL OTHER CATEGORY AND CORPORATE OPERATIONS . . ..ottt ittt i e e 9
DISCONTINUED OPERATIONS & . o o vttt ettt ettt e et et e et et e et e e e e e e e 9
SOURCES AND AVAILABILITY OF RAW MATERIALS . ... ... i iieee e 10
(@031 3 5 () 10
SEASONALITY & .« o oot ettt et e e e e e e e e e e e e e e et 12
CAPITAL EXPENDITURES . . . oot ittt et e e e e e e e e et e et e e 12
ENVIRONMENTAL MATTERS . . .\ ittt ittt et e e e e e e e e e e e et e et 12
MISCELLANEOUS .« . & ot et e et e e e e e e e e e et 12
EXECUTIVE OFFICERS OF THE COMPANY . . . oottt ittt et e et e 13
RISK FACTORS . o oo e e e e e e e 14
UNRESOLVED STAFF COMMENTS . . ... e e 23
PROPERTIES . .. o 23
GENERAL INFORMATION ON FACILITIES . ... .. ittt e e e e e 23
EXPLORATION AND PRODUCTION ACTIVITIES . ...ttt ittt ettt e e e e e e 24
LEGAL PROCEEDINGS . ... e e e 28
Part 11
MARKET FOR THE REGISTRANT’'S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES ..................... 29
SELECTED FINANCIAL DAT A ... e e e 31
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS . ..o e e e e e e e 32
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKETRISK ......... 69
FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA .......... ... ........... 70
CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE . . . ..o e e e e e 130
CONTROLS AND PROCEDURES . ... e e e e e e 130
OTHER INFORMATION ... e e e e e e e 131



Part 111
ITEM 10 DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE ............ 131
ITEM 11  EXECUTIVE COMPENSATION ... ..o 131
ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS ... ... s 132
ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE . ..ot i ittt e e et e e et 132
ITEM 14 PRINCIPAL ACCOUNTANT FEESAND SERVICES ... ... .. it 132
Part IV
ITEM 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES ................connnnn. 133
SIGNATURES . . oottt e e et e e e e e e e e e e e 140



This Form 10-K contains “forward-looking statements” as defined by the Private Securities Litigation
Reform Act of 1995. Forward-looking statements should be read with the cautionary statements and
important factors included in this Form 10-K at Item 7, MD&A, under the heading “Safe Harbor for
Forward-Looking Statements.” Forward-looking statements are all statements other than statements of
historical fact, including, without limitation, statements regarding future prospects, plans, objectives, goals,
projections, estimates of oil and gas quantities, strategies, future events or performance and underlying
assumptions, capital structure, anticipated capital expenditures, completion of construction and other
projects, projections for pension and other post-retirement benefit obligations, impacts of the adoption of
new accounting rules, and possible outcomes of litigation or regulatory proceedings, as well as statements
that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,”
“plans,” “predicts,” “projects,” “believes,” “seeks,” “will, may” and similar expressions.

” ” o« ” o« ” o« » o«

PART I
Item 1 Business
The Company and its Subsidiaries

National Fuel Gas Company (the Registrant), incorporated in 1902, is a holding company organized
under the laws of the State of New Jersey. Except as otherwise indicated below, the Registrant owns directly
or indirectly all of the outstanding securities of its subsidiaries. Reference to “the Company” in this report
means the Registrant, the Registrant and its subsidiaries or the Registrant’s subsidiaries as appropriate in the
context of the disclosure. Also, all references to a certain year in this report relate to the Company’s fiscal
year ended September 30 of that year unless otherwise noted.

The Company is a diversified energy company and reports financial results for four business segments.

1. The Utility segment operations are carried out by National Fuel Gas Distribution Corporation
(Distribution Corporation), a New York corporation. Distribution Corporation sells natural gas or provides
natural gas transportation services to approximately 731,600 customers through a local distribution system
located in western New York and northwestern Pennsylvania. The principal metropolitan areas served by
Distribution Corporation include Buffalo, Niagara Falls and Jamestown, New York and Erie and Sharon,
Pennsylvania.

2. The Pipeline and Storage segment operations are carried out by National Fuel Gas Supply Corporation
(Supply Corporation), a Pennsylvania corporation, and Empire Pipeline, Inc. (Empire), a New York
corporation. Supply Corporation provides interstate natural gas transportation and storage services for
affiliated and nonaffiliated companies through (i) an integrated gas pipeline system extending from
southwestern Pennsylvania to the New York-Canadian border at the Niagara River and eastward to Ellisburg
and Leidy, Pennsylvania, and (ii) 27 underground natural gas storage fields owned and operated by Supply
Corporation as well as four other underground natural gas storage fields owned and operated jointly with
other interstate gas pipeline companies. Empire, an interstate pipeline company, transports natural gas for
Distribution Corporation and for other utilities, large industrial customers and power producers in New York
State. Empire owns the Empire Pipeline, a 157-mile pipeline that extends from the United States/Canadian
border at the Niagara River near Buffalo, New York to near Syracuse, New York, and the Empire Connector,
which is a 76-mile pipeline extension from near Rochester, New York to an interconnection with the
unaffiliated Millennium Pipeline near Corning, New York. The Millennium Pipeline serves the New York
City area. The Empire Connector was placed into service on December 10, 2008.

3. The Exploration and Production segment operations are carried out by Seneca Resources Corporation
(Seneca), a Pennsylvania corporation, and by Seneca Western Minerals Corp., a Nevada corporation and an
indirect, wholly owned subsidiary of Seneca. Seneca is engaged in the exploration for, and the development
and purchase of, natural gas and oil reserves in California and in the Appalachian region of the United States.
At September 30, 2011, the Company had U.S. proved developed and undeveloped reserves of 43,345 Mbbl
of oil and 674,922 MMcf of natural gas.
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4. The Energy Marketing segment operations are carried out by National Fuel Resources, Inc. (NFR), a
New York corporation, which markets natural gas to industrial, wholesale, commercial, public authority and
residential customers primarily in western and central New York and northwestern Pennsylvania, offering
competitively priced natural gas for its customers.

Financial information about each of the Company’s business segments can be found in Item 7, MD&A
and also in Item 8 at Note K — Business Segment Information.

The Company’s other direct wholly owned subsidiaries or businesses are not included in any of the four
reported business segments and include the following active companies:

e Seneca’s Northeast Division, which markets timber from Appalachian land holdings. At September 30,
2011, the Company owned approximately 95,000 acres of timber property and managed an additional
3,424 acres of timber cutting rights; and

o National Fuel Gas Midstream Corporation (Midstream Corporation), a Pennsylvania corporation
formed to build, own and operate natural gas processing and pipeline gathering facilities in the
Appalachian region.

No single customer, or group of customers under common control, accounted for more than 10% of the
Company’s consolidated revenues in 2011.

Rates and Regulation

The Registrant is a holding company as defined under PUHCA 2005. PUHCA 2005 repealed PUHCA
1935, to which the Company was formerly subject, and granted the FERC and state public utility
commissions access to certain books and records of companies in holding company systems. Pursuant to the
FERC’s regulations under PUHCA 2005, the Company and its subsidiaries are exempt from the FERC’s
books and records regulations under PUHCA 2005.

The Utility segment’s rates, services and other matters are regulated by the NYPSC with respect to
services provided within New York and by the PaPUC with respect to services provided within Pennsylvania.
For additional discussion of the Utility segment’s rates and regulation, see Item 7, MD&A under the heading
“Rate and Regulatory Matters” and Item 8 at Note A — Summary of Significant Accounting Policies
(Regulatory Mechanisms) and Note C — Regulatory Matters.

The Pipeline and Storage segment’s rates, services and other matters are regulated by the FERC. For
additional discussion of the Pipeline and Storage segment’s rates and regulation, see Item 7, MD&A under
the heading “Rate and Regulatory Matters” and Item 8 at Note A — Summary of Significant Accounting
Policies (Regulatory Mechanisms) and Note C — Regulatory Matters.

The discussion under Item 8 at Note C — Regulatory Matters includes a description of the regulatory
assets and liabilities reflected on the Company’s Consolidated Balance Sheets in accordance with applicable
accounting standards. To the extent that the criteria set forth in such accounting standards are not met by the
operations of the Utility segment or the Pipeline and Storage segment, as the case may be, the related
regulatory assets and liabilities would be eliminated from the Company’s Consolidated Balance Sheets and
such accounting treatment would be discontinued.

In addition, the Company and its subsidiaries are subject to the same federal, state and local (including
foreign) regulations on various subjects, including environmental matters, to which other companies doing
similar business in the same locations are subject.

The Utility Segment

The Utility segment contributed approximately 24.5% of the Company’s 2011 net income available for
common stock.
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Additional discussion of the Utility segment appears below in this Item 1 under the headings “Sources
and Availability of Raw Materials,” “Competition: The Utility Segment” and “Seasonality,” in Item 7, MD&A
and in Item 8, Financial Statements and Supplementary Data.

The Pipeline and Storage Segment

The Pipeline and Storage segment contributed approximately 12.2% of the Company’s 2011 net income
available for common stock.

Supply Corporation has service agreements for all of its firm storage capacity, totaling 68,403 MDth. The
Utility segment has contracted for 29,743 MDth or 43.5% of the total firm storage capacity, and the Energy
Marketing segment accounts for another 4,810 MDth or 7.0% of the total firm storage capacity. Nonaffiliated
customers have contracted for the remaining 33,850 MDth or 49.5% of the total firm storage capacity. The
majority of Supply Corporation’s storage and transportation services are performed under contracts that
allow Supply Corporation or the shipper to terminate the contract upon six or twelve months’ notice effective
at the end of the contract term. The contracts also typically include “evergreen” language designed to allow
the contracts to extend year-to-year at the end of the primary term. At the beginning of 2012, 94.5% of
Supply Corporation’s total firm storage capacity was committed under contracts that, subject to 2011 shipper
or Supply Corporation notifications, could have been terminated effective in 2012. Supply Corporation
received storage contract termination notifications in 2011 totaling approximately 564 MDth of storage
capacity. Supply Corporation expects to remarket this capacity with service beginning April 1, 2012.

Supply Corporation’s firm transportation capacity is not a fixed quantity, due to the diverse web-like
nature of its pipeline system, and is subject to change as the market identifies different transportation paths
and receipt/delivery point combinations. Supply Corporation currently has firm transportation service
agreements for approximately 2,115 MDth per day (contracted transportation capacity), compared to 2,134
MDth per day last year. The Utility segment accounts for approximately 1,055 MDth per day or 49.9% of
contracted transportation capacity, and the Energy Marketing and Exploration and Production segments
represent another 130 MDth per day or 6.1% of contracted transportation capacity. The remaining 930 MDth
or 44.0% of contracted transportation capacity is subject to firm contracts with nonaffiliated customers.

At the beginning of 2012, 52.0% of Supply Corporation’s contracted transportation capacity was
committed under affiliate contracts that were scheduled to expire in 2012 or, subject to 2011 shipper or
Supply Corporation notifications, could have been terminated effective in 2012. Based on contract
expirations and termination notices received in 2011 for 2012 termination, and taking into account any
known contract additions, contracted transportation capacity with affiliates is expected to increase 0.8% in
2012. Similarly, 33.3% of contracted transportation capacity was committed under unaffiliated shipper
contracts that were scheduled to expire in 2012 or, subject to 2011 shipper or Supply Corporation
notifications, could have been terminated effective in 2012. Based on contract expirations and termination
notices received in 2011 for 2012 termination, and taking into account any known contract additions,
contracted transportation capacity with unaffiliated shippers is expected to increase 4.8% in 2012. The
relatively high price of natural gas supplies available at Supply Corporation’s receipt point on the United
States/Canadian border at Niagara, together with shifting gas supply dynamics, have reduced the amount of
firm capacity Supply Corporation contracts from Niagara. However, Supply Corporation has been successful
in marketing and obtaining long-term firm contracts for transportation capacity designed to move Marcellus
Shale production to market. Specifically, in 2012, Supply Corporation expects to add 160 MDth per day of
contracted incremental transportation associated with its Line N 2011 project, along with several other
Marcellus-related transportation contracts. Supply Corporation expects this trend to continue in 2013 as
additional transportation contracts commence in conjunction with Supply Corporation’s Northern Access
and Line N 2012 expansion projects.

At the beginning of 2012, Empire had service agreements in place for firm transportation capacity
totaling up to approximately 663 MDth per day, compared to 686 MDth per day at the beginning of 2011.
The majority of Empire’s transportation services are performed under contracts that allow Empire or the
shipper to terminate the contract upon six or twelve months’ notice effective at the end of the contract term.
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The contracts also typically include “evergreen” language designed to allow the contracts to extend
year-to-year at the end of the primary term. At the beginning of 2012, most of Empire’s firm contracted
capacity (92.3%) was contracted as long-term full-year deals. Four of those contracts expire during 2012,
representing approximately 1.7% of Empire’s firm contracted capacity. In addition, Empire has some seasonal
(winter-only) contracts that extend for multiple years, representing 2.5% of Empire’s firm contracted
capacity. One of those multi-year, seasonal contracts expires during 2012, representing approximately 0.6%
of Empire’s firm contracted capacity. Arrangements for the remaining 5.2% of Empire’s firm contracted
capacity are single-season or single-year contracts that potentially expire early in 2013, depending on
whether Empire issues or receives termination notices during 2012. At the beginning of 2012, the Utility
segment accounted for 6.3% of Empire’s firm contracted capacity, and the Energy Marketing segment
accounted for 2.0% of Empire’s firm contracted capacity, with the remaining 91.7% of Empire’s firm
contracted capacity subject to contracts with nonaffiliated customers.

The relatively high price of natural gas supplies available at Empire’s receipt point on the United States/
Canadian border at Chippawa, together with shifting gas supply dynamics, have reduced the amount of firm
capacity Empire contracts from Chippawa. However, Empire has been successful in marketing and obtaining
long-term firm contracts for transportation capacity designed to move Marcellus Shale production to market.
Specifically, in early 2012, Empire expects to add two long-term contracts for firm transportation service
associated with its Tioga County extension project. These contracts are for increasing amounts of firm
capacity beginning at 230 MDth per day and increasing over the next 18 months to 350 MDth per day. In
addition, in early 2012, Empire expects to add two other seasonal (winter-only) contracts totaling 23 MDth
per day of incremental firm capacity; these agreements will expire in 2012.

Additional discussion of the Pipeline and Storage segment appears below under the headings “Sources
and Availability of Raw Materials,” “Competition: The Pipeline and Storage Segment” and “Seasonality,” in
Item 7, MD&A and in Item 8, Financial Statements and Supplementary Data.

The Exploration and Production Segment

The Exploration and Production segment contributed approximately 48.0% of the Company’s 2011 net
income available for common stock.

Additional discussion of the Exploration and Production segment appears below under the headings
“Sources and Availability of Raw Materials” and “Competition: The Exploration and Production Segment,” in
Item 7, MD&A and in Item 8, Financial Statements and Supplementary Data.

The Energy Marketing Segment

The Energy Marketing segment contributed approximately 3.4% of the Company’s 2011 net income
available for common stock.

Additional discussion of the Fnergy Marketing segment appears below under the headings “Sources and
Availability of Raw Materials,” “Competition: The Energy Marketing Segment” and “Seasonality,” in Item 7,
MD&A and in Item 8, Financial Statements and Supplementary Data.

All Other Category and Corporate Operations

The All Other category and Corporate operations contributed approximately 11.9% of the Company’s
2011 net income available for common stock.

Additional discussion of the All Other category and Corporate operations appears below in Item 7,
MD&A and in Item 8, Financial Statements and Supplementary Data.
Discontinued Operations

In September 2010, the Company sold its landfill gas operations in the states of Ohio, Michigan,

Kentucky, Missouri, Maryland and Indiana. The Company’s landfill gas operations were maintained under
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the Company’s wholly owned subsidiary, Horizon LFG, which owned and operated these short distance
landfill gas pipeline companies. These operations are presented in the Company’s financial statements as
discontinued operations.

Additional discussion of the Company’s discontinued operations appears in Item 7, MD&A and in
Item 8, Financial Statements and Supplementary Data.

Sources and Availability of Raw Materials

Natural gas is the principal raw material for the Utility segment. In 2011, the Utility segment purchased
72.7 Bef of gas for delivery to its customers. Gas purchased from producers and suppliers in the United States
and Canada under firm contracts (seasonal and longer) accounted for 57% of these purchases. Purchases of
gas on the spot market (contracts for one month or less) accounted for 43% of the Utility segment’s 2011
purchases. Purchases from Chevron Natural Gas (17%), South Jersey Resources Group, LLC (13%) and
Tenaska Marketing Ventures (13%) accounted for 43% of the Utility’s 2011 gas purchases. No other producer
or supplier provided the Utility segment with more than 10% of its gas requirements in 2011.

Supply Corporation transports and stores gas owned by its customers, whose gas originates in the
southwestern, mid-continent and Appalachian regions of the United States as well as in Canada. Empire
transports gas owned by its customers, whose gas originates in the southwestern and mid-continent regions
of the United States as well as in Canada. Additional discussion of proposed pipeline projects appears below
under “Competition: The Pipeline and Storage Segment” and in Item 7, MD&A.

The Exploration and Production segment seeks to discover and produce raw materials (natural gas, oil
and hydrocarbon liquids) as further described in this report in Item 7, MD&A and Item 8 at Note K —
Business Segment Information and Note O — Supplementary Information for Oil and Gas Producing
Activities.

The Energy Marketing segment depends on an adequate supply of natural gas to deliver to its customers.
In 2011, this segment purchased 53.9 Bef of gas, including 52.9 Bcf for delivery to its customers. The
remaining 1.0 Bef largely represents gas used in operations. The gas purchased by the Energy Marketing
segment originates primarily in either the Appalachian or mid-continent regions of the United States or in
Canada.

Competition

Competition in the natural gas industry exists among providers of natural gas, as well as between natural
gas and other sources of energy. The natural gas industry has gone through various stages of regulation.
Apart from environmental and state utility commission regulation, the natural gas industry has experienced
considerable deregulation. This has enhanced the competitive position of natural gas relative to other energy
sources, such as fuel oil or electricity, since some of the historical regulatory impediments to adding
customers and responding to market forces have been removed. In addition, management believes that the
environmental advantages of natural gas have enhanced its competitive position relative to other fuels.

The electric industry has been moving toward a more competitive environment as a result of changes in
federal law in 1992 and initiatives undertaken by the FERC and various states. It remains unclear what the
impact of any further restructuring in response to legislation or other events may be.

The Company competes on the basis of price, service and reliability, product performance and other
factors. Sources and providers of energy, other than those described under this “Competition” heading, do
not compete with the Company to any significant extent.

Competition: The Utility Segment

The changes precipitated by the FERC's restructuring of the natural gas industry in Order No. 636,
which was issued in 1992, continue to reshape the roles of the gas utility industry and the state regulatory
commissions. With respect to gas commodity service, in both New York and Pennsylvania, Distribution
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Corporation has retained a substantial majority of small sales customers. Almost all large-volume load,
however, is served by unregulated retail marketers. In New York, approximately 20%, and in Pennsylvania,
approximately 10%, of Distribution Corporation’s small-volume residential and commercial customers
purchase their supplies from unregulated marketers. Retail competition for gas commodity service does not
pose an acute competitive threat for Distribution Corporation because in both jurisdictions, utility cost of
service is recovered through delivery rates and charges, not through charges for gas commodity service. Over
the longer run, however, rate design changes resulting from further customer migration to marketer service
(e.g., “unbundling”) can expose utility companies such as Distribution Corporation to stranded costs and
revenue erosion in the absence of compensating rate relief.

Competition for transportation service to large-volume customers continues with local producers or
pipeline companies attempting to sell or transport gas directly to end-users located within the Utility
segment's service territories without use of the utility’s facilities (i.e., bypass). In addition, competition
continues with fuel oil suppliers.

The Utility segment competes in its most vulnerable markets (the large commercial and industrial
markets) by offering unbundled, flexible, high quality services. The Utility segment continues to develop or
promote new sources and uses of natural gas or new services, rates and contracts.

Competition: The Pipeline and Storage Segment

Supply Corporation competes for market growth in the natural gas market with other pipeline
companies transporting gas in the northeast United States and with other companies providing gas storage
services. Supply Corporation has some unique characteristics which enhance its competitive position. Its
facilities are located adjacent to Canada and the northeastern United States and provide part of the traditional
link between gas-consuming regions of the eastern United States and gas-producing regions of Canada and
the southwestern, southern and other continental regions of the United States. While costlier natural gas
pricing at Niagara has decreased the importation and transportation of gas from that receipt point, new
productive areas in the Appalachian region related to the development of the Marcellus Shale formation offer
the opportunity for increased transportation services. Supply Corporation is pursuing its Northern Access
pipeline expansion project to receive natural gas produced from the Marcellus Shale and transport it to key
markets of Canada and the northeastern United States. For further discussion of this project, refer to Item 7,
MD&A under the headings “Investing Cash Flow” and “Rate and Regulatory Matters.”

Empire competes for market growth in the natural gas market with other pipeline companies
transporting gas in the northeast United States and upstate New York in particular. Empire is well situated to
provide transportation of gas received at the Niagara River at Chippawa and, with further expansion,
Appalachian-sourced gas. Empire’s location provides it the opportunity to compete for an increased share of
the gas transportation markets. As noted above, Empire has constructed the Empire Connector project,
which expands its natural gas pipeline and enables Empire to serve new markets in New York and elsewhere
in the Northeast. Fmpire is also pursuing its Tioga County Extension project, which will stretch
approximately 16 miles south from its existing interconnection with Millennium Pipeline at Corning,
New York, into Tioga County, Pennsylvania. Like Supply Corporation’s Northern Access project, Empire’s
Tioga County Extension project is designed to facilitate transportation of Marcellus Shale gas to key markets
of Canada and the northeastern United States. For further discussion of this project, refer to Item 7, MD&A
under the headings “Investing Cash Flow” and “Rate and Regulatory Matters.”

Competition: The Exploration and Production Segment

The Exploration and Production segment competes with other oil and natural gas producers and
marketers with respect to sales of oil and natural gas. The Exploration and Production segment also
competes, by competitive bidding and otherwise, with other oil and natural gas producers with respect to
exploration and development prospects and mineral leaseholds.
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To compete in this environment, Seneca originates and acts as operator on certain of its prospects, seeks
to minimize the risk of exploratory efforts through partnership-type arrangements, utilizes technology for
both exploratory studies and drilling operations, and seeks market niches based on size, operating expertise
and financial criteria.

Competition: The Energy Marketing Segment

The Energy Marketing segment competes with other marketers of natural gas and with other providers
of energy supply. Competition in this area is well developed with regard to price and services from local,
regional and national marketers.

Seasonality

Variations in weather conditions can materially affect the volume of natural gas delivered by the Utility
segment, as virtually all of its residential and commercial customers use natural gas for space heating. The
effect that this has on Utility segment margins in New York is mitigated by a WNC, which covers the eight-
month period from October through May. Weather that is warmer than normal results in an upward
adjustment to customers’ current bills, while weather that is colder than normal results in a downward
adjustment, so that in either case projected operating costs calculated at normal temperatures will be
recovered.

Volumes transported and stored by Supply Corporation and volumes transported by Empire may vary
materially depending on weather, without materially affecting revenues. Supply Corporation’s and Empire’s
allowed rates are based on a straight fixed-variable rate design which allows recovery of fixed costs in fixed
monthly reservation charges. Variable charges based on volumes are designed to recover only the variable
costs associated with actual transportation or storage of gas.

Variations in weather conditions materially affect the volume of gas consumed by customers of the
Energy Marketing segment. Volume variations have a corresponding impact on revenues within this segment.

Capital Expenditures

A discussion of capital expenditures by business segment is included in Item 7, MD&A under the
heading “Investing Cash Flow.”

Environmental Matters

A discussion of material environmental matters involving the Company is included in Item 7, MD&A
under the heading “Environmental Matters” and in Item 8, Note I — Commitments and Contingencies.

Miscellaneous

The Company and its wholly owned or majority-owned subsidiaries had a total of 1,827 full-time
employees at September 30, 2011. This compares to 1,859 employees in the Company’s operations at
September 30, 2010.

The Company has agreements in place with collective bargaining units in New York and Pennsylvania.
The agreements in New York are scheduled to expire in February 2013 and the agreements in Pennsylvania
are scheduled to expire in April 2014 and May 2014.

The Utility segment has numerous municipal franchises under which it uses public roads and certain
other rights-of-way and public property for the location of facilities. When necessary, the Utility segment
renews such franchises.

The Company makes its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K, and any amendments to those reports, available free of charge on the Company’s internet
website, www.nationalfuelgas.com, as soon as reasonably practicable after they are electronically filed with or
furnished to the SEC. The information available at the Company’s internet website is not part of this
Form 10-K or any other report filed with or furnished to the SEC.
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Executive Officers of the Company as of November 15, 2011(1)

Name and Age (as of
November 15, 2011)

Current Company
Positions and
Other Material
Business Experience
During Past
Five Years

David F. Smith
(58)

Ronald J. Tanski
(59)

Matthew D. Cabell
(53)

Anna Marie Cellino
(58)

John R. Pustulka
(59)

David P. Bauer
(42)

Karen M. Camiolo
(52)

Carl M. Carlotti
(56)

Paula M. Ciprich
(51)

Donna L. DeCarolis
(52)

James D. Ramsdell
(56)

Chairman of the Board of Directors of the Company since March 2010 and Chief
Executive Officer of the Company since February 2008. Mr. Smith previously served
as President of the Company from February 2006 through June 2010; Chief
Operating Officer of the Company from February 2006 through January 2008;
President of Supply Corporation from April 2005 through June 2008; and President
of Empire from September 2005 through July 2008.

President and Chief Operating Officer of the Company since July 2010. Mr. Tanski
previously served as Treasurer and Principal Financial Officer of the Company from
April 2004 through June 2010; President of Supply Corporation from July 2008
through June 2010; President of Distribution Corporation from February 2006
through June 2008; and Treasurer of Distribution Corporation from April 2004
through July 2008.

Senior Vice President of the Company since July 2010 and President of Seneca since
December 2006. Prior to joining Seneca, Mr. Cabell served as Executive Vice
President and General Manager of Marubeni Oil & Gas (USA) Inc., an exploration
and production company, from June 2003 to December 2006. Mr. Cabell’s prior
employer is not a subsidiary or affiliate of the Company.

President of Distribution Corporation since July 2008. Ms. Cellino previously served
as Secretary of the Company from October 1995 through June 2008; Secretary of
Distribution Corporation from September 1999 through June 2008; and Senior Vice
President of Distribution Corporation from July 2001 through June 2008.

President of Supply Corporation since July 2010. Mr. Pustulka previously served as
Senior Vice President of Supply Corporation from July 2001 through june 2010.

Treasurer and Principal Financial Officer of the Company since July 2010; Treasurer
of Supply Corporation since June 2007; Treasurer of Empire since June 2007; and
Assistant Treasurer of Distribution Corporation since April 2004.

Controller and Principal Accounting Officer of the Company since April 2004; and
Controller of Distribution Corporation and Supply Corporation since April 2004.
Senior Vice President of Distribution Corporation since January 2008. Mr. Carlotti
previously served as Vice President of Distribution Corporation from October 1998 to
January 2008.

Secretary of the Company since July 2008; General Counsel of the Company since
January 2005; Secretary of Distribution Corporation since July 2008. Ms. Ciprich
previously served as General Counsel of Distribution Corporation from February
1997 through February 2007 and as Assistant Secretary of Distribution Corporation
from February 1997 through June 2008.

Vice President Business Development of the Company since October 2007.

Ms. DeCarolis previously served as President of NFR from January 2005 to October
2007 and as Secretary of NFR from March 2002 to October 2007.

Senior Vice President of the Company since May 2011. Mr. Ramsdell previously
served as Senior Vice President of Distribution Corporation from July 2001 to May
2011.

(1) The executive officers serve at the pleasure of the Board of Directors. The information provided relates to
the Company and its principal subsidiaries. Many of the executive officers also have served or currently
serve as officers or directors of other subsidiaries of the Company.
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Item 1A Risk Factors

As a holding company, the Company depends on its operating subsidiaries to meet its financial
obligations.

The Company is a holding company with no significant assets other than the stock of its operating
subsidiaries. In order to meet its financial needs, the Company relies exclusively on repayments of principal
and interest on intercompany loans made by the Company to its operating subsidiaries and income from
dividends and other cash flow from the subsidiaries. Such operating subsidiaries may not generate sufficient
net income to pay upstream dividends or generate sufficient cash flow to make payments of principal or
interest on such intercompany loans.

The Company is dependent on credit markets to successfully execute its business strategies.

The Company relies upon short-term bank borrowings, commercial paper markets and longer-term
capital markets to finance capital requirements not satisfied by cash flow from operations. The Company is
dependent on these capital sources to provide capital to its subsidiaries to fund operations, acquire, maintain
and develop properties, and execute growth strategies. The availability and cost of credit sources may be
cyclical and these capital sources may not remain available to the Company. Turmoil in credit markets may
make it difficult for the Company to obtain financing on acceptable terms or at all for working capital, capital
expenditures and other investments, or to refinance maturing debt on favorable terms. These difficulties
could adversely affect the Company’s growth strategies, operations and financial performance. The
Company’s ability to borrow under its credit facilities and commercial paper agreements, and its ability to
issue long-term debt under its indentures, depend on the Company’s compliance with its obligations under
the facilities, agreements and indentures. In addition, the Company’s short-term bank loans are in the form of
floating rate debt or debt that may have rates fixed for very short periods of time, resulting in exposure to
interest rate fluctuations in the absence of interest rate hedging transactions. The cost of long-term debt, the
interest rates on the Company’s short-term bank loans and the ability of the Company to issue commercial
paper are affected by its debt credit ratings published by Standard & Poor’s Ratings Services, Moody’s
Investors Service, Inc. and Fitch Ratings. A downgrade in the Company’s credit ratings could increase
borrowing costs and negatively impact the availability of capital from banks, commercial paper purchasers
and other sources.

The Company may be adversely affected by economic conditions and their impact on our suppliers and
customers.

Periods of slowed economic activity generally result in decreased energy consumption, particularly by
industrial and large commercial companies. As a consequence, national or regional recessions or other
downturns in economic activity could adversely affect the Company’s revenues and cash flows or restrict its
future growth. Economic conditions in the Company’s utility service territories and energy marketing
territories also impact its collections of accounts receivable. All of the Company’s segments are exposed to
risks associated with the creditworthiness or performance of key suppliers and customers, many of which
may be adversely affected by volatile conditions in the financial markets. These conditions could result in
financial instability or other adverse effects at any of our suppliers or customers. For example, counterparties
to the Company’s commodity hedging arrangements or commodity sales contracts might not be able to
perform their obligations under these arrangements or contracts. Customers of the Company’s Utility and
Energy Marketing segments may have particular trouble paying their bills during periods of declining
economic activity and high commodity prices, potentially resulting in increased bad debt expense and
reduced earnings. Similarly, anticipated reductions in funding of the federal Low Income Home Energy
Assistance Program could result in increased bad debt expense and reduced earnings for the Company. Any
of these events could have a material adverse effect on the Company’s results of operations, financial
condition and cash flows.
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The Company’s credit ratings may not reflect all the risks of an investment in its securities.

The Company’s credit ratings are an independent assessment of its ability to pay its obligations.
Consequently, real or anticipated changes in the Company’s credit ratings will generally affect the market
value of the specific debt instruments that are rated, as well as the market value of the Company’s common
stock. The Company’s credit ratings, however, may not reflect the potential impact on the value of its
common stock of risks related to structural, market or other factors discussed in this Form 10-K.

The Company’s need to comply with comprehensive, complex, and sometimes unpredictable government
regulations may increase its costs and limit its revenue growth, which may result in reduced earnings.

While the Company generally refers to its Utility segment and its Pipeline and Storage segment as its
“regulated segments,” there are many governmental regulations that have an impact on almost every aspect of
the Company’s businesses. Existing statutes and regulations may be revised or reinterpreted and new laws
and regulations may be adopted or become applicable to the Company, which may increase the Company’s
costs or affect its business in ways that the Company cannot predict.

In the Company’s Utility segment, the operations of Distribution Corporation are subject to the
jurisdiction of the NYPSC, the PaPUC and, with respect to certain transactions, the FERC. The NYPSC and
the PaPUC, among other things, approve the rates that Distribution Corporation may charge to its utility
customers. Those approved rates also impact the returns that Distribution Corporation may earn on the
assets that are dedicated to those operations. If Distribution Corporation is required in a rate proceeding to
reduce the rates it charges its utility customers, or to the extent Distribution Corporation is unable to obtain
approval for rate increases from these regulators, particularly when necessary to cover increased costs
(including costs that may be incurred in connection with governmental investigations or proceedings or
mandated infrastructure inspection, maintenance or replacement programs), earnings may decrease.

In addition to their historical methods of utility regulation, both the PaPUC and NYPSC have established
competitive markets in which customers may purchase gas commodity from unregulated marketers, in
addition to utility companies. Retail competition for gas commodity service does not pose an acute
competitive threat for Distribution Corporation because in both jurisdictions it recovers its cost of service
through delivery rates and charges, and not through any mark-up on the gas commodity purchased by its
customers. Over the longer run, however, rate design changes resulting from further customer migration to
marketer service (“unbundling”) can expose utilities such as Distribution Corporation to stranded costs and
revenue erosion in the absence of compensating rate relief.

Both the NYPSC and the PaPUC have instituted proceedings for the purpose of promoting conservation
of energy commodities, including natural gas. In New York, Distribution Corporation implemented a
Conservation Incentive Program that promotes conservation and efficient use of natural gas by offering
customer rebates for high-efficiency appliances, among other things. The intent of conservation and
efficiency programs is to reduce customer usage of natural gas. Under traditional volumetric rates, reduced
usage by customers results in decreased revenues to the Utility. To prevent revenue erosion caused by
conservation, the NYPSC approved a “revenue decoupling mechanism” that renders Distribution
Corporation’s New York division financially indifferent to the effects of conservation. In Pennsylvania,
although a generic statewide proceeding is pending, the PaPUC has not yet directed Distribution Corporation
to implement conservation measures. If the NYPSC were to revoke the revenue decoupling mechanism in a
future proceeding or the PaPUC were to adopt a conservation program without a revenue decoupling
mechanism or other changes in rate design, reduced customer usage could decrease revenues, forcing
Distribution Corporation to file for rate relief.

In New York, aggressive generic statewide programs created under the label of efficiency or conservation
continue to generate a sizable utility funding requirement for state agencies that administer those programs.
Although utilities are authorized to recover the cost of efficiency and conservation program funding through
special rates and surcharges, the resulting upward pressure on customer rates, coupled with increased
assessments and taxes, could affect future tolerance for traditional utility rate increases, especially if natural
gas commodity costs were to increase.
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The Company is subject to the jurisdiction of the FERC with respect to Supply Corporation, Empire and
some transactions performed by other Company subsidiaries, including Seneca Resources, Distribution
Corporation and NFR. The FERC, among other things, approves the rates that Supply Corporation and
Empire may charge to their natural gas transportation and/or storage customers. Those approved rates also
impact the returns that Supply Corporation and Empire may earn on the assets that are dedicated to those
operations. State commissions can also petition the FERC to investigate whether Supply Corporation’s and
Empire’s rates are still just and reasonable, and if not, to reduce those rates prospectively. If Supply
Corporation or Empire is required in a rate proceeding to reduce the rates it charges its natural gas
transportation and/or storage customers, or if either Supply Corporation or Empire is unable to obtain
approval for rate increases, particularly when necessary to cover increased costs, Supply Corporation’s or
Empire’s earnings may decrease. The FERC also possesses significant penalty authority with respect to
violations of the laws and regulations it administers. Supply Corporation, Empire and, to the extent subject
to FERC jurisdiction, the Company’s other subsidiaries are subject to the FERC's penalty authority. In
addition, the FERC exercises jurisdiction over the construction and operation of facilities used in interstate
gas transmission. Also, decisions of Canadian regulators such as the National Energy Board and the Ontario
Energy Board could affect the viability and profitability of Supply Corporation and Empire projects designed
to transport gas from New York into Ontario.

In the wake of certain pipeline accidents not involving the Company, new laws or regulations may be
adopted regarding pipeline safety. Proposals have been made at the federal level with respect to matters such
as reporting of pipeline accidents, increased fines for pipeline safety violations, the designation of additional
high consequence areas along pipelines, minimum requirements for leak detection systems, installation of
emergency flow restricting devices, and revision of valve spacing requirements. In addition, unrelated to
these safety initiatives, the EPA in April 2010 issued an Advance Notice of Proposed Rulemaking reassessing
its regulations governing the use and distribution in commerce of PCBs. The EPA projects that it may issue a
Notice of Proposed Rulemaking by December 2012. If as a result of new laws or regulations the Company
incurs material costs that it is unable to recover fully through rates or otherwise offset, the Company’s
financial condition, results of operations, and cash flows would be adversely affected.

The Company’s liquidity, and in certain circumstances, its earnings, could be adversely affected by the
cost of purchasing natural gas during periods in which natural gas prices are rising significantly.

Tariff rate schedules in each of the Utility segment’s service territories contain purchased gas adjustment
clauses which permit Distribution Corporation to file with state regulators for rate adjustments to recover
increases in the cost of purchased gas. Assuming those rate adjustments are granted, increases in the cost of
purchased gas have no direct impact on profit margins. Nevertheless, increases in the cost of purchased gas
affect cash flows and can therefore impact the amount or availability of the Company’s capital resources. The
Company has issued commercial paper and used short-term borrowings in the past to temporarily finance
storage inventories and purchased gas costs, and although the Company expects to do so in the future, it may
not be able to access the markets for such borrowings at attractive interest rates or at all. Distribution
Corporation is required to file an accounting reconciliation with the regulators in each of the Utility
segment’s service territories regarding the costs of purchased gas. Due to the nature of the regulatory process,
there is a risk of a disallowance of full recovery of these costs during any period in which there has been a
substantial upward spike in these costs. Any material disallowance of purchased gas costs could have a
material adverse effect on cash flow and earnings. In addition, even when Distribution Corporation is allowed
full recovery of these purchased gas costs, during periods when natural gas prices are significantly higher
than historical levels, customers may have trouble paying the resulting higher bills, and Distribution
Corporation’s bad debt expenses may increase and ultimately reduce earnings.

Changes in interest rates may affect the Company’s ability to finance capital expenditures and to
refinance maturing debt.

The Company’s ability to finance capital expenditures and to refinance maturing debt will depend in
part upon interest rates. The direction in which interest rates may move is uncertain. Declining interest rates
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have generally been believed to be favorable to utilities, while rising interest rates are generally believed to be
unfavorable, because of the levels of debt that utilities may have outstanding. In addition, the Company’s
authorized rate of return in its regulated businesses is based upon certain assumptions regarding interest
rates. If interest rates are lower than assumed rates, the Company’s authorized rate of return could be
reduced. If interest rates are higher than assumed rates, the Company’s ability to earn its authorized rate of
return may be adversely impacted.

A case in Pennsylvania has created uncertainty as to the application of long-standing legal precedent to
title disputes involving natural gas produced from the Marcellus Shale formation, potentially exposing the
Company to litigation.

When acquiring interests in properties in Pennsylvania from which the Company produces natural gas,
the Company has relied upon a body of law developed by Pennsylvania courts over the course of more than
125 years. A long-standing rule of construction under Pennsylvania law known as the “Dunham Rule” creates
a presumption that a deed, lease or other instrument that conveys, or reserves, “minerals” does not convey,
or reserve, interests in natural gas or oil absent clear and convincing evidence that the parties to the
conveyance contract intended to include oil and natural gas within the word “minerals.” A case in the
intermediate appellate court in Pennsylvania (Butler v. Estate of Powers, Pa. Superior Ct., No. 1795 MDA
2010) creates uncertainty as to the application of the Dunham Rule in cases involving natural gas produced
from the Marcellus Shale formation. Depending on the outcome of the ongoing litigation in Butler, the case
could give rise to litigation as to whether, under the language of particular title documents and in
consideration of the intent of the parties to particular conveyance contracts, rights to natural gas produced
from the Marcellus Shale formation belong to the owner of the natural gas estate or the owner of the mineral
estate. The Company believes that the Pennsylvania courts will ultimately confirm that the Dunham Rule
applies to natural gas produced from the Marcellus Shale formation. If they were to hold otherwise, the
Company could be involved in litigation to establish that the intent behind the conveyances to the Company
of natural gas interests in Pennsylvania includes natural gas produced from the Marcellus Shale formation.

Fluctuations in oil and natural gas prices could adversely affect revenues, cash flows and profitability.

Operations in the Company’s Exploration and Production segment are materially dependent on prices
received for its oil and natural gas production. Both short-term and long-term price trends affect the
economics of exploring for, developing, producing, gathering and processing oil and natural gas. Oil and
natural gas prices can be volatile and can be affected by: weather conditions, natural disasters, the supply and
price of foreign oil and natural gas, the level of consumer product demand, national and worldwide economic
conditions, economic disruptions caused by terrorist activities, acts of war or major accidents, political
conditions in foreign countries, the price and availability of alternative fuels, the proximity to, and
availability of, capacity on transportation facilities, regional levels of supply and demand, energy conservation
measures; and government regulations, such as regulation of greenhouse gas emissions and natural gas
transportation, royalties, and price controls. The Company sells most of the oil and natural gas that it
produces at current market and/or indexed prices rather than through fixed-price contracts, although as
discussed below, the Company frequently hedges the price of a significant portion of its future production in
the financial markets. The prices the Company receives depend upon factors beyond the Company’s control,
including the factors affecting price mentioned above. The Company believes that any prolonged reduction in
oil and natural gas prices could restrict its ability to continue the level of exploration and production activity
the Company otherwise would pursue, which could have a material adverse effect on its revenues, cash flows
and results of operations.

In the Company’s Pipeline and Storage segment, significant changes in the price differential between
equivalent quantities of natural gas at different geographic locations could adversely impact the Company.
For example, if the price of natural gas at a particular receipt point on the Company’s pipeline system
increases relative to the price of natural gas at other locations, then the volume of natural gas received by the
Company at the relatively more expensive receipt point may decrease, or the price the Company charges to
transport that natural gas may decrease. Supply Corporation and Empire have experienced such a change at
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the Canada/United States border at the Niagara River, where gas prices have increased relative to prices
available at Leidy, Pennsylvania. This change in price differential has caused shippers to seek alternative
lower priced gas supplies and, consequently, alternative transportation routes. Supply Corporation and
Empire have seen transportation volumes decrease as a result of this situation, and in some cases, shippers
have decided not to renew transportation contracts. While much of the impact of lower volumes under
existing contracts is offset by the straight fixed-variable rate design utilized by Supply Corporation and
Empire, this rate design does not protect Supply Corporation or Empire where shippers do not contract for
expiring capacity at the same quantity and rate. As contract renewals have decreased, revenues and earnings
in the Pipeline and Storage segment have decreased. Additional declines in this contracted transportation
capacity could further adversely affect revenues, cash flows and results of operations. Supply Corporation
and Empire are responding to this changed gas price environment by developing projects designed to reverse
the flow on their existing systems, as described elsewhere in this report, including Item 7, MD&A under the
heading “Investing Cash Flow.”

Significant changes in the price differential between futures contracts for natural gas having different
delivery dates could also adversely impact the Company. For example, if the prices of natural gas futures
contracts for winter deliveries to locations served by the Pipeline and Storage segment decline relative to the
prices of such contracts for summer deliveries (as a result, for instance, of increased production of natural gas
within the Pipeline and Storage segment’s geographic area or other factors), then demand for the Company’s
natural gas storage services driven by that price differential could decrease. Such changes in price differential
could also affect the Energy Marketing segment’s ability to offset its natural gas storage costs through hedging
transactions. These changes could adversely affect revenues, cash flows and results of operations.

The Company has significant transactions involving price hedging of its oil and natural gas production as
well as its fixed price purchase and sale commitments.

In order to protect itself to some extent against unusual price volatility and to lock in fixed pricing on
oil and natural gas production for certain periods of time, the Company’s Exploration and Production
segment regularly enters into commodity price derivatives contracts (hedging arrangements) with respect to
a portion of its expected production. These contracts may at any time cover as much as approximately 80% of
the Company’s expected energy production during the upcoming 12-month period. These contracts reduce
exposure to subsequent price drops but can also limit the Company’s ability to benefit from increases in
commodity prices. In addition, the Energy Marketing segment enters into certain hedging arrangements,
primarily with respect to its fixed price purchase and sales commitments and its gas stored underground. The
Company’s Pipeline and Storage segment enters into hedging arrangements with respect to certain sales of
efficiency gas.

Under applicable accounting rules currently in effect, the Company’s hedging arrangements are subject
to quarterly effectiveness tests. Inherent within those effectiveness tests are assumptions concerning the long-
term price differential between different types of crude oil, assumptions concerning the difference between
published natural gas price indexes established by pipelines into which hedged natural gas production is
delivered and the reference price established in the hedging arrangements, assumptions regarding the levels
of production that will be achieved and, with regard to fixed price commitments, assumptions regarding the
creditworthiness of certain customers and their forecasted consumption of natural gas. Depending on market
conditions for natural gas and crude oil and the levels of production actually achieved, it is possible that
certain of those assumptions may change in the future, and, depending on the magnitude of any such
changes, it is possible that a portion of the Company’s hedges may no longer be considered highly effective.
In that case, gains or losses from the ineffective derivative financial instruments would be marked-to-market
on the income statement without regard to an underlying physical transaction. For example, in the
Exploration and Production segment, where the Company uses short positions (i.e. positions that pay off in
the event of commodity price decline) to hedge forecasted sales, gains would occur to the extent that natural
gas and crude oil hedge prices exceed market prices for the Company’s natural gas and crude oil production,
and losses would occur to the extent that market prices for the Company’s natural gas and crude oil
production exceed hedge prices.
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Use of energy commodity price hedges also exposes the Company to the risk of non-performance by a
contract counterparty. These parties might not be able to perform their obligations under the hedge
arrangements.

It is the Company’s policy that the use of commodity derivatives contracts comply with various
restrictions in effect in respective business segments. For example, in the Exploration and Production
segment, commodity derivatives contracts must be confined to the price hedging of existing and forecast
production, and in the Energy Marketing segment, commodity derivatives with respect to fixed price
purchase and sales commitments must be matched against commitments reasonably certain to be fulfilled.
Similar restrictions apply in the Pipeline and Storage segment. The Company maintains a system of internal
controls to monitor compliance with its policy. However, unauthorized speculative trades, if they were to
occur, could expose the Company to substantial losses to cover positions in its derivatives contracts. In
addition, in the event the Company’s actual production of oil and natural gas falls short of hedged forecast
production, the Company may incur substantial losses to cover its hedges.

The Dodd-Frank Act includes provisions related to the swaps and over-the-counter derivatives markets.
Certain provisions of the Dodd-Frank Act related to derivatives became effective July 16, 2011, but other
provisions related to derivatives will not become effective until federal agencies (including the Commodity
Futures Trading Commission (CFTC), various banking regulators and the SEC) adopt rules to implement the
law. For purposes of the Dodd-Frank Act, we believe that the Company will be categorized as a non-financial
end user of derivatives, that is, as a non-financial entity that uses derivatives to hedge commercial risk.
Nevertheless, the rules that are being developed could have a significant impact on the Company. For
example, banking regulators have proposed a rule that would require swap dealers and major swap
participants subject to their jurisdiction to collect initial and variation margin from counterparties that are
non-financial end users, though such swap dealers and major swap participants would have the discretion to
set thresholds for posting margin (unsecured credit limits). Regardless of the levels of margin that might be
required, concern remains that swap dealers and major swap participants will pass along their increased
capital and margin costs through higher prices and reductions in thresholds for posting margin. In addition,
while the Company expects to be exempt from the Dodd-Frank Act’s requirement that swaps be cleared and
traded on exchanges or swap execution facilities, the cost of entering into a non-cleared swap that is available
as a cleared swap may be greater.

You should not place undue reliance on reserve information because such information represents
estimates.

This Form 10-K contains estimates of the Company’s proved oil and natural gas reserves and the future
net cash flows from those reserves that were prepared by the Company’s petroleum engineers and audited by
independent petroleum engineers. Petroleum engineers consider many factors and make assumptions in
estimating oil and natural gas reserves and future net cash flows. These factors include: historical production
from the area compared with production from other producing areas; the assumed effect of governmental
regulation; and assumptions concerning oil and natural gas prices, production and development costs,
severance and excise taxes, and capital expenditures. Lower oil and natural gas prices generally cause
estimates of proved reserves to be lower. Estimates of reserves and expected future cash flows prepared by
different engineers, or by the same engineers at different times, may differ substantially. Ultimately, actual
production, revenues and expenditures relating to the Company’s reserves will vary from any estimates, and
these variations may be material. Accordingly, the accuracy of the Company’s reserve estimates is a function
of the quality of available data and of engineering and geological interpretation and judgment.

If conditions remain constant, then the Company is reasonably certain that its reserve estimates
represent economically recoverable oil and natural gas reserves and future net cash flows. If conditions
change in the future, then subsequent reserve estimates may be revised accordingly. You should not assume
that the present value of future net cash flows from the Company’s proved reserves is the current market
value of the Company’s estimated oil and natural gas reserves. In accordance with SEC requirements that
became effective for the Company with its Form 10-K for the period ended September 30, 2010, the
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Company bases the estimated discounted future net cash flows from its proved reserves on 12-month average
prices for oil and natural gas (based on first day of the month prices and adjusted for hedging) and on costs
as of the date of the estimate (under prior SEC requirements, the Company utilized market prices as of the
last day of the period). Actual future prices and costs may differ materially from those used in the net present
value estimate. Any significant price changes will have a material effect on the present value of the
Company’s reserves.

Petroleum engineering is a subjective process of estimating underground accumulations of natural gas
and other hydrocarbons that cannot be measured in an exact manner. The process of estimating oil and
natural gas reserves is complex. The process involves significant decisions and assumptions in the evaluation
of available geological, geophysical, engineering and economic data for each reservoir. Future economic and
operating conditions are uncertain, and changes in those conditions could cause a revision to the Company’s
reserve estimates in the future. Estimates of economically recoverable oil and natural gas reserves and of
future net cash flows depend upon a number of variable factors and assumptions, including historical
production from the area compared with production from other comparable producing areas, and the
assumed effects of regulations by governmental agencies. Because all reserve estimates are to some degree
subjective, each of the following items may differ materially from those assumed in estimating reserves: the
quantities of oil and natural gas that are ultimately recovered, the timing of the recovery of oil and natural gas
reserves, the production and operating costs incurred, the amount and timing of future development and
abandonment expenditures, and the price received for the production.

The amount and timing of actual future oil and natural gas production and the cost of drilling are
difficult to predict and may vary significantly from reserves and production estimates, which may reduce
the Company’s earnings.

There are many risks in developing oil and natural gas, including numerous uncertainties inherent in
estimating quantities of proved oil and natural gas reserves and in projecting future rates of production and
timing of development expenditures. The future success of the Company’s Exploration and Production
segment depends on its ability to develop additional oil and natural gas reserves that are economically
recoverable, and its failure to do so may reduce the Company’s earnings. The total and timing of actual future
production may vary significantly from reserves and production estimates. The Company’s drilling of
development wells can involve significant risks, including those related to timing, success rates, and cost
overruns, and these risks can be affected by lease and rig availability, geology, and other factors. Drilling for
oil and natural gas can be unprofitable, not only from non-productive wells, but from productive wells that
do not produce sufficient revenues to return a profit. Also, title problems, weather conditions, governmental
requirements, including completion of environmental impact analyses and compliance with other
environmental laws and regulations, and shortages or delays in the delivery of equipment and services can
delay drilling operations or result in their cancellation. The cost of drilling, completing, and operating wells
is often uncertain, and new wells may not be productive or the Company may not recover all or any portion
of its investment. Production can also be delayed or made uneconomic if there is insufficient gathering,
processing and transportation capacity available at an economic price to get that production to a location
where it can be profitably sold. Without continued successful exploitation or acquisition activities, the
Company’s reserves and revenues will decline as a result of its current reserves being depleted by production.
The Company cannot make assurances that it will be able to find or acquire additional reserves at acceptable
costs.

Financial accounting requirements regarding exploration and production activities may affect the
Company’s profitability.

The Company accounts for its exploration and production activities under the full cost method of
accounting. Each quarter, the Company must compare the level of its unamortized investment in oil and
natural gas properties to the present value of the future net revenue projected to be recovered from those
properties according to methods prescribed by the SEC. In determining present value, the Company uses

-20-



12-month average prices for oil and natural gas (based on first day of the month prices and adjusted for
hedging). If, at the end of any quarter, the amount of the unamortized investment exceeds the net present
value of the projected future cash flows, such investment may be considered to be “impaired,” and the full
cost accounting rules require that the investment must be written down to the calculated net present value.
Such an instance would require the Company to recognize an immediate expense in that quarter, and its
earnings would be reduced. Depending on the magnitude of any decrease in average prices, that charge could
be material.

Environmental regulation significantly affects the Company’s business.

The Company’s business operations are subject to federal, state, and local laws and regulations relating
to environmental protection. These laws and regulations concern the generation, storage, transportation,
disposal or discharge of contaminants and greenhouse gases into the environment, the reporting of such
matters, and the general protection of public health, natural resources, wildlife and the environment. Costs of
compliance and liabilities could negatively affect the Company’s results of operations, financial condition and
cash flows. In addition, compliance with environmental laws and regulations could require unexpected
capital expenditures at the Company’s facilities or delay or cause the cancellation of expansion projects or oil
and natural gas drilling activities. Because the costs of complying with environmental regulations are
significant, additional regulation could negatively affect the Company’s business. Although the Company
cannot predict the impact of the interpretation or enforcement of EPA standards or other federal, state and
local laws or regulations, the Company’s costs could increase if environmental laws and regulations change.

Legislative and regulatory measures to address climate change and greenhouse gas emissions are in
various phases of discussion or implementation. Pursuant to an EPA determination, effective January 2011
projects proposing new stationary sources of significant greenhouse gas emissions or major modifications of
existing facilities are required under the federal Clean Air Act to obtain permits covering such emissions. The
EPA is also considering other regulatory options to regulate greenhouse emissions from the energy industry.
In addition, the U.S. Congress has from time to time considered bills that would establish a cap-and-trade
program to reduce emissions of greenhouse gases. Legislation or regulation that restricts greenhouse gas
emissions could increase the Company’s cost of environmental compliance by requiring the Company to
install new equipment to reduce emissions from larger facilities and/or purchase emission allowances.
International, federal, state or regional climate change and greenhouse gas initiatives could also delay or
otherwise negatively affect efforts to obtain permits and other regulatory approvals with regard to existing
and new facilities, or impose additional monitoring and reporting requirements. Climate change and
greenhouse gas initiatives, and jncentives to conserve energy or use alternative energy sources, could also
reduce demand for oil and natural gas. The effect (material or not) on the Company of any new legislative or
regulatory measures will depend on the particular provisions that are ultimately adopted.

Increased regulation of exploration and production activities, including hydraulic fracturing, could
adversely impact the Company.

Due to the burgeoning Marcellus Shale natural gas play in the northeast United States, together with the
fiscal difficulties faced by state governments in New York and Pennsylvania, various state legislative and
regulatory initiatives regarding the exploration and production business have been proposed. These
initiatives include potential new or updated statutes and regulations governing the drilling, casing,
cementing, testing and monitoring of wells, the protection of water supplies, hydraulic fracturing of wells,
surface owners’ rights and damage compensation, the spacing of wells, and environmental and safety issues
regarding natural gas pipelines. New permitting fees and/or severance taxes for oil and gas production are
also possible. Additionally, legislative initiatives in the U.S. Congress and regulatory studies, proceedings or
rule-making initiatives at federal or state agencies focused on the hydraulic fracturing process could result in
additional permitting, compliance, reporting and disclosure requirements. For example, the EPA has
proposed regulations that would establish emission performance standards for hydraulic fracturing
operations as well as natural gas gathering and transmission operations. If adopted, any such new state or
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federal legislation or regulation could lead to operational delays or restrictions, increased operating costs,
additional regulatory burdens and increased risks of litigation for the Company’s Exploration and Production
segment. :

The nature of the Company’s operations presents inherent risks of loss that could adversely affect its
results of operations, financial condition and cash flows.

The Company’s operations in its various reporting segments are subject to inherent hazards and risks
such as: fires; natural disasters; explosions; geological formations with abnormal pressures; blowouts during
well drilling; collapses of wellbore casing or other tubulars; pipeline ruptures; spills; and other hazards and
risks that may cause personal injury, death, property damage, environmental damage or business interruption
losses. Additionally, the Company’s facilities, machinery, and equipment may be subject to sabotage. Any of
these events could cause a loss of hydrocarbons, environmental pollution, claims for personal injury, death,
property damage or business interruption, or governmental investigations, recommendations, claims, fines or
penalties. As protection against operational hazards, the Company maintains insurance coverage against
some, but not all, potential losses. In addition, many of the agreements that the Company executes with
contractors provide for the division of responsibilities between the contractor and the Company, and the
Company seeks to obtain an indemnification from the contractor for certain of these risks. The Company is
not always able, however, to secure written agreements with its contractors that contain indemnification, and
sometimes the Company is required to indemnify others.

Insurance or indemnification agreements, when obtained, may not adequately protect the Company
against liability from all of the consequences of the hazards described above. The occurrence of an event not
fully insured or indemnified against, the imposition of fines, penalties or mandated programs by
governmental authorities, the failure of a contractor to meet its indemnification obligations, or the failure of
an insurance company to pay valid claims could result in substantial losses to the Company. In addition,
insurance may not be available, or if available may not be adequate, to cover any or all of these risks. It is also
possible that insurance premiums or other costs may rise significantly in the future, so as to make such
insurance prohibitively expensive.

Hazards and risks faced by the Company, and insurance and indemnification obtained or provided by
the Company, may subject the Company to litigation or administrative proceedings from time to time. Such
litigation or proceedings could result in substantial monetary judgments, fines or penalties against the
Company or be resolved on unfavorable terms, the result of which could have a material adverse effect on the
Company’s results of operations, financial condition and cash flows.

The increasing costs of certain employee and retiree benefits could adversely affect the Company’s results.

The Company’s earnings and cash flow may be impacted by the amount of income or expense it expends
or records for employee benefit plans. This is particularly true for pension and other post-retirement benefit
plans, which are dependent on actual plan asset returns and factors used to determine the value and current
costs of plan benefit obligations. In addition, if medical costs rise at a rate faster than the general inflation
rate, the Company might not be able to mitigate the rising costs of medical benefits. Increases to the costs of
pension, other post-retirement and medical benefits could have an adverse effect on the Company’s financial
results.

Significant shareholders or potential shareholders may attempt to effect changes at the Company or
acquire control over the Company, which could adversely affect the Company’s results of operations and
financial condition.

Shareholders of the Company may from time to time engage in proxy solicitations, advance shareholder
proposals or otherwise attempt to effect changes or acquire control over the Company. Campaigns by
shareholders to effect changes at publicly traded companies are sometimes led by investors seeking to
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increase short-term shareholder value through actions such as financial restructuring, increased debt, special
dividends, stock repurchases or sales of assets or the entire company. Responding to proxy contests and other
actions by activist shareholders can be costly and time-consuming, disrupting the Company’s operations and
diverting the attention of the Company’s Board of Directors and senior management from the pursuit of
business strategies. As a result, shareholder campaigns could adversely affect the Company’s results of
operations and financial condition.

Item 1B Unresolved Staff Comments

None

Item 2 Properties
General Information on Facilities

The net investment of the Company in property, plant and equipment was $4 billion at September 30,
2011. Approximately 54% of this investment was in the Utility and Pipeline and Storage segments, whose
operations are located primarily in western and central New York and northwestern Pennsylvania. The
Exploration and Production segment, which has the next largest investment in net property, plant and
equipment (44%), is primarily located in California and in the Appalachian region of the United States. The
remaining net investment in property, plant and equipment consisted of the All Other and Corporate
operations (2%). During the past five years, the Company has made additions to property, plant and
equipment in order to expand its exploration and production operations in the Appalachian region of the
United States and to expand and improve transmission facilities for transportation customers in New York
and Pennsylvania. Net property, plant and equipment has increased $1.1 billion, or 39.0%, since 2006. As
part of its strategy to focus its exploration and production activities within the Appalachian region of the
United States, specifically within the Marcellus Shale, the Company sold its off-shore oil and natural gas
properties in the Gulf of Mexico in April 2011. The net property, plant and equipment associated with these
properties was $55.4 million. The Company also sold on-shore oil and natural gas properties in its West
Coast region in May 2011 with net property, plant and equipment of $8.1 million. In September 2010, the
Company sold its landfill gas operations in the states of Ohio, Michigan, Kentucky, Missouri, Maryland and
Indiana. The net property, plant and equipment of the landfill gas operations at the date of sale was
$8.8 million. In addition, during 2007, the Company sold SECI, Seneca’s wholly owned subsidiary that
operated in Canada. The net property, plant and equipment of SECI at the date of sale was $107.7 million.

The Utility segment had a net investment in property, plant and equipment of $1.2 billion at
September 30, 2011. The net investment in its gas distribution network (including 14,824 miles of
distribution pipeline) and its service connections to customers represent approximately 50% and 34%,
respectively, of the Utility segment’s net investment in property, plant and equipment at September 30, 2011.

The Pipeline and Storage segment had a net investment of $954.6 million in property, plant and
equipment at September 30, 2011. Transmission pipeline represents 36% of this segment’s total net
investment and includes 2,364 miles of pipeline utilized to move large volumes of gas throughout its service
area. Storage facilities represent 19% of this segment’s total net investment and consist of 31 storage fields,
four of which are jointly owned and operated with certain pipeline suppliers, and 431 miles of pipeline. Net
investment in storage facilities includes $88.5 million of gas stored underground-noncurrent, representing
the cost of the gas utilized to maintain pressure levels for normal operating purposes as well as gas
maintained for system balancing and other purposes, including that needed for no-notice transportation
service. The Pipeline and Storage segment has 31 compressor stations with 101,559 installed compressor
horsepower that represent 13% of this segment’s total net investment in property, plant and equipment.

The Exploration and Production segment had a net investment in property, plant and equipment of
$1.8 billion at September 30, 2011.
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The Utility and Pipeline and Storage segments’ facilities provided the capacity to meet the Company’s
2011 peak day sendout, including transportation service, of 1,632 MMcf, which occurred on February 10,
2011. Withdrawals from storage of 646.4 MMcf provided approximately 39.6% of the requirements on that
day.

Company maps are included in exhibit 99.2 of this Form 10-K and are incorporated herein by reference.

Exploration and Production Activities

The Company is engaged in the exploration for, and the development and purchase of, natural gas and
oil reserves in California and in the Appalachian region of the United States. The Company has been
increasing its emphasis in the Appalachian region, primarily in the Marcellus Shale, and sold its off-shore oil
and natural gas properties in the Gulf of Mexico during 2011, as mentioned above. Also, Exploration and
Production operations were conducted in the provinces of Alberta, Saskatchewan and British Columbia in
Canada, until the sale of those properties on August 31, 2007. Further discussion of oil and gas producing
activities is included in Item 8, Note O — Supplementary Information for Oil and Gas Producing Activities.
Note O sets forth proved developed and undeveloped reserve information for Seneca. The September 30,
2011 and 2010 reserves shown in Note O have been impacted by the SEC’s final rule on Modernization of Qil
and Gas Reporting. The most notable change of the final rule includes the replacement of the single day
period-end pricing used to value oil and gas reserves with an unweighted arithmetic average of the first day of
the month oil and gas prices for each month within the twelve-month period prior to the end of the reporting
period. The reserves were estimated by Seneca’s geologists and engineers and were audited by independent
petroleum engineers from Netherland, Sewell & Associates, Inc.

The Company’s proved oil and gas reserve estimates are prepared by the Company’s reservoir engineers
who meet the qualifications of Reserve Estimator per the “Standards Pertaining to the Estimating and
Auditing of Oil and Gas Reserve Information” promulgated by the Society of Petroleum Engineers as of
February 19, 2007. The Company maintains comprehensive internal reserve guidelines and a continuing
education program designed to keep its staff up to date with current SEC regulations and guidance.

The Company’s Vice President of Reservoir Engineering is the primary technical person responsible for
overseeing the Company’s reserve estimation process and engaging and overseeing the third party reserve
audit. His qualifications include a Bachelor of Science Degree in Petroleum Engineering and over 25 years of
Petroleum Engineering experience with both major and independent oil and gas companies. He has
maintained oversight of the Company’s reserve estimation process for the past eight years. He is a member of
the Society of Petroleum Engineers and a Registered Professional Engineer in the State of Texas.

The Company maintains a system of internal controls over the reserve estimation process. Management
reviews the price, heat content, lease operating cost and future investment assumptions used in the economic
model that determines the reserves. The Vice President of Reservoir Engineering reviews and approves all
new reserve assignments and significant reserve revisions. Access to the Reserve database is restricted.
Significant changes to the reserve report are reviewed by senior management on a quarterly basis.
Periodically, the Company’s internal audit department assesses the design of these controls and performs
testing to determine the effectiveness of such controls.

All of the Company'’s reserve estimates are audited annually by Netherland, Sewell and Associates, Inc.
(NSAI). Since 1961, NSAT has evaluated gas and oil properties and independently certified petroleum reserve
quantities in the United States and internationally under the Texas Board of Professional Engineers
Registration No. F-002699. The primary technical persons (employed by NSAI) that are responsible for
leading the audit include a professional engineer registered with the State of Texas (with 13 years of
experience in petroleum engineering and consulting at NSAI since 2004) and a professional geoscientist
registered in the State of Texas (with 14 years of experience in petroleum geosciences and consulting at NSAI
since 2008). NSAI was satisfied with the methods and procedures used by the Company to prepare its reserve
estimates at September 30, 2011 and did not identify any problems which would cause it to take exception to
those estimates. The reliable technologies that were utilized in estimating the reserves include wire line open-
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hole log data, performance data, log cross sections, core data, and statistical analysis. The statistical method
utilized production performance from both the Company’s and competitors’ wells. Geophysical data include
data from the Company’s wells, published documents, and state data-sites and were used to confirm
continuity of the formation. Extension and discovery reserves added as a result of reliable technologies were
not material.

Seneca’s proved developed and undeveloped natural gas reserves increased from 428 Bef at
September 30, 2010 to 675 Bcf at September 30, 2011. This increase is attributed primarily to extensions and
discoveries of 249.4 Bcf, primarily in the Appalachian region (249.0 Bcf), purchases of 44.8 Bcf in the
Marcellus Shale in the Appalachian region, and positive revisions of previous estimates of 26.4 Bcf. This
increase was partially offset by production of 50.5 Bcf and sales of minerals in place of 23.6 Bef, primarily
from the offshore Gulf of Mexico sale. Seneca’s proved developed and undeveloped oil reserves decreased
from 45,239 Mbbl at September 30, 2010 to 43,345 Mbbl at September 30, 2011. Extensions and discoveries
of 767 Mbbl and positive revisions of previous estimates of 1,616 Mbbl were exceeded by production of 2,860
Mbbl, primarily occurring in the West Coast region (2,628 Mbbl) and sales of minerals in place of 1,417
Mbbl, primarily from the offshore Gull of Mexico sale (979 Mbbl). On a Bcfe basis, Seneca’s proved
developed and undeveloped reserves increased from 700 Bcfe at September 30, 2010 to 935 Bcfe at
September 30, 2011.

Seneca’s proved developed and undeveloped natural gas reserves increased from 249 Bcf at
September 30, 2009 to 428 Bcf at September 30, 2010. This increase is attributed primarily to extensions and
discoveries (193.1 Bef), primarily in the Appalachian region (190.0 Bcf), and revisions of previous estimates
(16.7 Bef). This increase was partially offset by production of 30.3 Bef. Seneca’s proved developed and
undeveloped oil reserves decreased from 46,587 Mbbl at September 30, 2009 to 45,239 Mbbl at
September 30, 2010. This decrease is attributed to production (3,220 Mbbl), primarily occurring in the West
Coast region (2,669 Mbbl). This decrease was partly offset by extensions and discoveries (1,054 Mbbl) and
revisions of previous estimates (818 Mbbl). On a Bcfe basis, Seneca’s proved developed and undeveloped
reserves increased from 528 Bcfe at September 30, 2009 to 700 Bcfe at September 30, 2010.

The Company’s proved undeveloped (PUD) reserves increased from 177 Bcfe at September 30, 2010 to
295 Bcfe at September 30, 2011. PUD reserves in the Marcellus Shale increased from 110 Bef at
September 30, 2010 to 253 Bcf at September 30, 2011. There was a material increase in PUD reserves at
September 30, 2011 and 2010 as a result of Marcellus Shale reserve additions. The Company’s total PUD
reserves are 32% of total proved reserves at September 30, 2011, up from 25% of total proved reserves at
September 30, 2010.

The Company’s PUD reserves increased from 87 Bcfe at September 30, 2009 to 177 Befe at
September 30, 2010. PUD reserves in the Marcellus Shale increased from 11 Bcf at September 30, 2009 to 110
Bef at September 30, 2010. There was a material increase in PUD reserves at September 30, 2010 as a result of
Marcellus Shale reserve additions. The increase in PUD reserves in the Marcellus Shale is partially
attributable to the change in SEC regulations allowing the recognition of PUD reserves more than one direct
offset location away from existing production with reasonable certainty using reliable technology.

The increase in PUD reserves in 2011 of 118 Bcfe is a result of 212 Befe in new PUD reserve additions
(209 Befe from the Marcellus Shale), offset by 83 Bcfe in PUD conversions to proved developed reserves, 10
Befe from sales of minerals in place and 2 Bcfe in downward PUD revisions of previous estimates. The
downward revisions were primarily from the removal of proved locations in the Upper Devonian play. These
locations are unlikely to be developed in the 5-year timeframe due to the Company’s focus on the Marcellus
Shale and the better economic results there. The Company invested $146 million during the year ended
September 30, 2011 to convert 83 Befe of September 30, 2010 PUD reserves to proved developed reserves.
The Company invested an additional $53 million during the year ended September 30, 2011 to develop the
additional working interests in Covington area PUD wells that were acquired from EOG Resources during
fiscal 2011. In 2012, the Company estimates that it will invest approximately $264 million to develop its
PUD reserves. The Company is committed to developing its PUD reserves within five years as required by the
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SEC's final rule on Modernization of Oil and Gas Reporting. The Company developed 19% of its beginning
year PUD reserves in fiscal 2010 and 47% of its beginning year PUD reserves in fiscal 2011.

The increase in PUD reserves in 2010 of 90 Bcfe is a result of 111 Bcfe in new PUD reserve additions
(105 Bcfe from the Marcellus Shale), offset by 17 Bcfe in PUD conversions to proved developed reserves and
4 Befe in downward PUD revisions. The downward revisions were primarily from the removal of 51 PUD
locations in the Upper Devonian play. This was the result of Seneca’s decision in 2010 to significantly reduce
its 5-year investment plan for the Upper Devonian as a result of lower forward gas price expectations. The
Company invested $28.9 million during the year ended September 30, 2010 to convert 17 Befe of PUD
reserves to proved developed reserves. This represented 19% of the PUD reserves booked at September 30,
2009.

At September 30, 2011, the Company does not have a material concentration of proved undeveloped
reserves that have been on the books for more than five years at the corporate level or country level. All of
the Company’s proved reserves are in the United States. At the field level, only at the North Lost Hills Field
in Kern County, California, does the Company have a material concentration of PUD reserves that have been
on the books for more than five years. The Company has reduced the concentration of PUD reserves in this
field from 61% of total field level proved reserves at September 30, 2005 to 20% of total field level proved
reserves at September 30, 2011. The PUD reserves in this field represent less than 1% of the Company’s
proved reserves at the corporate level. The economics of this project remain strong and the steam-flood
project here is performing well. Drilling of the remaining proved undeveloped locations in this field is
scheduled over the next three years as steam generation capacity is increased and the steam-flood here
matures.

At September 30, 2011, the Company had delivery commitments of 391Bcf. The Company expects to
meet those commitments through proved reserves and the future development of reserves that are currently
classified as proved undeveloped reserves and does not anticipate any issues or constraints that would
prevent the Company from meeting these commitments.

The following is a summary of certain oil and gas information taken from Seneca’s records. All monetary
amounts are expressed in U.S. dollars.

Production

For The Year Ended September 30

2011 2010 2009
United States
Appalachian Region
Average Sales Price perMcfof Gas ...................... ... .. ... ... $ 437(33) $ 4.93(3) $ 552
Average Sales Price per Barrel of Oil ................................. $86.58  $75.81  $56.15
Average Sales Price per Mcf of Gas (afterhedging) ..................... $ 524 $615 $ 869
Average Sales Price per Barrel of Oil (after hedging) .................... $86.58  $75.81  $56.15
Average Production (Lifting) Cost per Mcf Equivalent of Gas and Qi
Produced ......... .. . ... $ 0.593) $ 0.73(3) $ 0.87
Average Production per Day (in MMcf Equivalent of Gas and Oil
Produced) ......... .. ... ... .. 118(3) 45(3) 24
West Coast Region
Average Sales Priceper Mcfof Gas ................. ... ... .......... $ 456 $ 481 $ 391
Average Sales Price perBarrel of Oil ..................... ... ... ... .. $96.45  $71.72(2) $50.90(2)
Average Sales Price per Mcf of Gas (after hedging) ................. .. .. $719 $702 $737
Average Sales Price per Barrel of Oil (after hedging) .............. ... ... $80.51  $74.88(2) $67.61(2)
Average Production (Lifting) Cost per Mcf Equivalent of Gas and Oil
Produced ........ ... .. ... . $ 206 $1.71(2) $ 1.38(2)
Average Production per Day (in MMcf Equivalent of Gas and Qil
Produced) . ... ... ... ... 53 54(2) 55(2)



Gulf Coast Region
Average Sales Price per Mcfof Gas ............. ... . ...
Average Sales Price per Barrel of Oil ......... ... ... ... ..o
Average Sales Price per Mcf of Gas (after hedging) .....................
Average Sales Price per Barrel of Oil (after hedging) ....................
Average Production (Lifting) Cost per Mcf Equivalent of Gas and Oil
Produced ... ...t
Average Production per Day (in MMcf Equivalent of Gas and Oil
Produced) . ... ..o
Total Company
Average Sales Price per Mcfof Gas ..............................o
Average Sales Price per Barrel of Oil .............. ... .. ...
Average Sales Price per Mcf of Gas (after hedging) .....................
Average Sales Price per Barrel of Oil (after hedging) ....................
Average Production (Lifting) Cost per Mcf Equivalent of Gas and Oil
Produced ........ ...t
Average Production per Day (in MMcf Equivalent of Gas and Oil
Produced) . ...

(1) The Gulf Coast Region’s offshore properties were sold in April 2011.

For The Year Ended September 30

2011 2010 2009
$ 5.02 $ 5.22 $ 4.54
$88.57 $76.57 $54.58
$ 5.50 $ 551 $ 5.28
$88.57 $77.18 $54.58
$ 1.59 $ 115 $ 1.36

25(D) 37 38
$ 4.43 $ 5.01 $ 4.79
$95.78 $72.54 $51.69
$ 539 $ 6.04 $ 6.94
$81.13 $75.25 $64.94
$ 1.08 $ 1.24 $ 1.27

185 136 116

(2) The Midway Sunset North fields (which exceeded 15% of total reserves at 9/30/2010 and 9/30/2009)
contributed 25 MMcfe and 28 MMcfe of production per day, at average sales prices (per bbl) of $69.68
($75.75 after hedging), and $48.87 ($75.47 after hedging) for 2010 and 2009, respectively. Lifting costs

(per Mcfe) were $1.90 and $1.34 for 2010 and 2009, respectively.

(3) The Marcellus Shale fields (which exceed 15% of total reserves at 9/30/2011 and 9/30/2010) contributed
97 MMcfe and 20 MMcfe of daily production in 2011 and 2010, respectively. The average sales price (per
Mcfe) was $4.34 ($4.68 after hedging) in 2011 and $4.56 in 2010. The Company did not hedge
Marcellus Shale production during 2010. The average lifting costs (per Mcfe) were $0.48 in 2011 and

$0.55 in 2010.

Productive Wells
Appalachian West Coast
Region Region Total Company

At September 30, 2011 Gas Oil  Gas 0il Gas 0il

Productive Wells — Gross . . ................. 3,398 2 — 1,631 3,398 1,633

Productive Wells — Net .................... 2,907 2 — 1,596 2,907 1,598
Developed and Undeveloped Acreage

West
Appalachian  Coast Total

At September 30, 2011 Region Region  Company
Developed Acreage
o GTOSS .+ v e e e e e e e e 523,985 14,100 538,085
N 1 501,304 11,381 512,685
Undeveloped Acreage
o GIOSS o e e e e e 427,999 5,735 433,734
e N B o et e 409,376 886 410,262
Total Developed and Undeveloped Acreage
o GTOSS .« v et e 951,984 19,835 971,819
e N O et e 010,680 12,267 922,947



As of September 30, 2011, the aggregate amount of gross undeveloped acreage expiring in the next three
years and thereafter are as follows: 5,104 acres in 2012 (2,928 net acres), 7,398 acres in 2013 (4,732 net
acres), 3,174 acres in 2014 (2,119 net acres), and 69,769 acres thereafter (64,001 net acres). The remaining
348,289 gross acres (336,482 net acres) represent non-expiring oil and gas rights owned by the Company.

Drilling Activity
Productive Dry
For the Year Ended September 30 2011 2010 2009 2011 2010 2009
United States
Appalachian Region
Net Wells Completed
—Exploratory . ....... ... . 13.00 33.00 200 — 2,00 3.00
— Development ........... .. ... . L. 48.76 131.55 250.00 — 3.00 —
West Coast Region
Net Wells Completed
—Exploratory .. ........ ... 0.25 — — — —_- -
—Development .......... ... ... .. L 4331 41.72 27.00 — —_ —
Gulf Coast Region
Net Wells Completed
—Exploratory . ...... ... — 0.29 029 — —_ -
—Development ........... . ... ... 0.40 — —_ - — 030
Total Company
Net Wells Completed »
—Exploratory ........ ... 13.25  33.29 229 — 200 3.00
—Development ............. ... .. ... L. 9247 173.27 277.00 — 3.00 0.30
Present Activities
West
Appalachian  Coast Total
At September 30, 2011 Region Region Company
Wells in Process of Drilling(1)
— GI0SS . . 107.00 — 107.00
—Net.......... .. .. e 73.50 — 73.50

(1) Includes wells awaiting completion.

Item 3 Legal Proceedings

For a discussion of various environmental and other matters, refer to Part I, Item 7, MD&A and Item 8
at Note | — Commitments and Contingencies. In addition to these matters, the Company is involved in other
litigation and regulatory matters arising in the normal course of business. These other matters may include,
for example, negligence claims and tax, regulatory or other governmental audits, inspections, investigations
or other proceedings. These matters may involve state and federal taxes, safety, compliance with regulations,
rate base, cost of service, and purchased gas cost issues, among other things. While these normal-course
matters could have a material effect on earnings and cash flows in the quarterly and annual period in which
they are resolved, they are not expected to change materially the Company’s present liquidity position, nor
are they expected to have a material adverse effect on the financial condition of the Company.
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PART I

Item 5 Market for the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Information regarding the market for the Company’s common equity and related stockholder matters
appears under Item 12 at Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters, Item 8 at Note E — Capitalization and Short-Term Borrowings, and at Note N —
Market for Common Stock and Related Shareholder Matters (unaudited).

On July 1, 2011, the Company issued a total of 4,050 unregistered shares of Company common stock to
the nine non-employee directors of the Company then serving on the Board of Directors of the Company,
450 shares to each such director. All of these unregistered shares were issued under the Company’s 2009
Non-Employee Director Equity Compensation Plan as partial consideration for such directors’ services
during the quarter ended September 30, 2011. These transactions were exempt from registration under
Section 4(2) of the Securities Act of 1933, as transactions not involving a public offering.

Issuer Purchases of Equity Securities

Total Number Maximum Number
of Shares of Shares
Purchased as that May
Part of Yet Be
Publicly Announced Purchased Under
Total Number  Average Price Share Repurchase Share Repurchase
of Shares Paid per Plans or Plans or
Period Purchased(a) Share Programs Programs(b)
July 1-31,2011 ........... 5,942 $70.41 —_ 6,971,019
Aug. 1-31,2011 .......... 7,434 $56.75 — 6,971,019
Sept. 1-30,2011 .......... 9,313 $56.33 —_ 6,971,019
Total ................... 22,689 $60.15 —_ 6,971,019

(a) Represents (i) shares of common stock of the Company purchased on the open market with Company
“matching contributions” for the accounts of participants in the Company’s 401(k) plans, and (ii) shares
of common stock of the Company tendered to the Company by holders of stock options, SARs or shares
of restricted stock for the payment of option exercise prices or applicable withholding taxes. During the
quarter ended September 30, 2011, the Company did not purchase any shares of its common stock
pursuant to its publicly announced share repurchase program. Of the 22,689 shares purchased other
than through a publicly announced share repurchase program, 20,707 were purchased for the
Company’s 401(k) plans and 1,982 were purchased as a result of shares tendered to the Company by
holders of stock options, SARs or shares of restricted stock.

(b) In September 2008, the Company’s Board of Directors authorized the repurchase of eight million shares
of the Company’s common stock. The Company, however, stopped repurchasing shares after
September 17, 2008. Since that time, the Company has increased its emphasis on Marcellus Shale
development and pipeline expansion. As such, the Company does not anticipate repurchasing any shares
in the near future.
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Performance Graph

The following graph compares the Company’s common stock performance with the performance of the
S&P 500 Index, the PHLX Utility Sector Index and the SIG Oil Exploration & Production Index for the
period September 30, 2006 through September 30, 2011. The graph assumes that the value of the investment
in our common stock and in each index was $100 on September 30, 2006 and that all dividends were
reinvested.

Comparison of Five-Year Cumulative Total Returns
Fiscal Years 2007-2011

$200

$175

$150

$125

$100

$75
2006 2007 2008 2009 2010 2011
National Fuel $100 $132 $123 $138 $161 $154
S&P 500 Index $100 Sil6 $91 $85 $93 $94
PHLX Utility Sector Index (UTY) $100 $120 $104 $97 $108 $121
SIG Oil Exploration & Production Index (EPX) $100 $129 $134 $125 $135 $128

L+ National Fuel ~{f— S&P 500 Index —&—PHLX Utility Sector Index (UTY) ~@—SIG Oil Exploration & Production Index (EPX)

Source: Bloomberg

The performance graph above is furnished and not filed for purposes of Section 18 of the Securities
Exchange Act of 1934 and will not be incorporated by reference into any registration statement filed under
the Securities Act of 1933 unless specifically identified therein as being incorporated therein by reference.
The performance graph is not soliciting material subject to Regulation 14A.
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Item 6 Selected Financial Data

Summary of Operations
Operating Revenues

Operating Expenses:

Purchased Gas .....................

Operation and Maintenance

Property, Franchise and Other Taxes . ..

Depreciation, Depletion and
Amortization

Impairment of Oil and Gas Producing
Properties

Operating Income
Other Income (Expense):
Income (Loss) from Unconsolidated
Subsidiaries
Gain on Sale of Unconsolidated
Subsidiaries
Impairment of Investment in
Partnership
Other Income
Interest Income
Interest Expense on Long-Term Debt . ..
Other Interest Expense

Income from Continuing Operations
Before Income Taxes
Income Tax Expense

Income from Continuing Operations . . .

Discontinued Operations:
Income (Loss) from Operations, Net of

Tax :
Gain on Disposal, Net of Tax

Income (Loss) from Discontinued
Operations, Net of Tax

Net Income Available for Common
Stock

Per Common Share Data
Basic Earnings from Continuing
Operations per Common Share
Diluted Earnings from Continuing
Operations per Common Share
Basic Earnings per Common Share(1) ..
Diluted Earnings per Common
Share(1)
Dividends Declared
Dividends Paid
Dividend Rate at Year-End
At September 30:
Number of Registered Shareholders . .

Year Ended September 30

2011

2010

2009

2008

2007

(Thousands, except per share amounts and number of registered shareholders)

$1,778,842 $1,760,503 $2,051,543 $2,396,837 $2,034,400
628732 658432 997216 1238405 1,019,349
400519 394569 401200 429394 395,704
81,902 75,852 72,102 75,525 70,589
226,527 191,199 170,620 169,846 157,142
— — 182811 - —
1337680 1,320,052 1823949 1913,170 1,642,784
441,162 440,451 227594 483,667 391,616
(759) 2,488 3,366 6,303 4,979
50,879 — — — —
— — (1,804) — —

6,706 3,638 8,200 7,164 6,995
2,916 3,729 5,776 10,815 1,550
(73.567)  (87,190)  (79,419)  (70,099)  (68,446)
(4,554) (6,756) (7,370) (3.271) (4,155)
422,783 356,360 156,343 434,579 332,539
164,381 137,227 52,859 167,672 131,291
258,402 219,133 103,484 266907 201,248
— 470 (2,776) 1,821 15,906

— 6,310 — — 120301

— 6,780 (2,776) 1,821 136,207

$ 258402 $ 225013 $ 100,708 $ 268,728 $ 337,455
$ 313 $ 270 $ 129 § 325 $ 242
$ 309 $ 265 $ 128 § 316 $ 236
$ 313 ¢ 278 % 126 $ 327 $ 406
$ 309 $ 273 $ 125 $ 318 $ 396
$ 140 $ 136 $ 132 $ 127 $ 1.22
$ 139 $ 135 § 131 $ 126 $ 1.21
$ 142 $ 138 $ 134 $ 130 $ 1.24
14,355 15,549 16,098 16,544 16,989

-31-



Year Ended September 30
2011 2010 2009 2008 2007

(Thousands, except per share amounts and number of registered shareholders)

Net Property, Plant and Equipment

Utility ... $1,189,030 $1,165,240 $1,144,002 $1,125,859 $1,099,280
Pipeline and Storage .............. 954,554 858,231 839,424 826,528 681,940
Exploration and Production ........ 1,753,194 1,338,956 1,041,846 1,095,960 982,698
Energy Marketing ................ 850 436 71 98 102
AllOther(2) ................... .. 97,228 81,103 101,104 98,338 106,637
Corporate ....................... 5,668 6,263 6,915 7,317 7,748
Total NetPlant .................. $4,000,524 $3,450,229 $3,133,362 $3,154,100 $2,878,405
Total Assets .................... $5,284,742  $5,105,625 $4,769,129 $4,130,187 $3,888,412
Capitalization
Comprehensive Shareholders’

Equity ......... ... ... .. ... ... $1,891,885 $1,745971 $1,589,236 $1,603,599 $1,630,119
Long-Term Debt, Net of Current

Portion ....................... 899,000 1,049,000 1,249,000 999,000 799,000
Total Capitalization . .............. $2,790,885 $2,794,971 $2,838,236 $2,602,599 $2,429,119

(1) Includes discontinued operations.

(2) Includes net plant of landfill gas discontinued operations as follows: $0 for 2011 and 2010, $9,296 for
2009, $11,870 for 2008 and $12,516 for 2007.

Item 7 Management’s Discussion and Analysis of Financial Condition and Results of Operations

OVERVIEW

The Company is a diversified energy company and reports financial results for four business segments.
Refer to Item 1, Business, for a more detailed description of each of the segments. This Item 7, MD&A,
provides information concerning;

1. The critical accounting estimates of the Company;
. Changes in revenues and earnings of the Company under the heading, “Results of Operations;”

. Operating, investing and financing cash flows under the heading “Capital Resources and Liquidity;”

2
3
4. Off-Balance Sheet Arrangements;,
5. Contractual Obligations; and

6

. Other Matters, including: (a) 2011 and projected 2012 funding for the Company’s pension and other
post-retirement benefits, (b) realizability of deferred tax assets, (c) disclosures and tables concerning
market risk sensitive instruments, (d) rate and regulatory matters in the Company’s New York,
Pennsylvania and FERC regulated jurisdictions, (e) environmental matters, and (f) new authoritative
accounting and financial reporting guidance.

The information in MD&A should be read in conjunction with the Company’s financial statements in
Item 8 of this report.

For the year ended September 30, 2011 compared to the year ended September 30, 2010, the Company
experienced an increase in earnings of $32.5 million. The earnings increase is primarily due to the
recognition of a gain on the sale of unconsolidated subsidiaries of $50.9 million ($31.4 million after tax)
during the quarter ended March 31, 2011 in the All Other category. In February 2011, the Company sold its
50% equity method investments in Seneca Energy and Model City for $59.4 million. Seneca Energy and
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Model City generate and sell electricity using methane gas obtained from landfills owned by outside parties.
The sale is the result of the Company’s strategy to pursue the sale of smaller, non-core assets in order to focus
on its core businesses, including the development of the Marcellus Shale and the expansion of its pipeline
business throughout the Appalachian region. For further discussion of the Company’s earnings, refer to the
Results of Operations section below.

The Marcellus Shale is a Middle Devonian-age geological shale formation that is present nearly a mile or
more below the surface in the Appalachian region of the United States, including much of Pennsylvania and
southern New York. Due to the depth at which this formation is found, drilling and completion costs,
including the drilling and completion of horizontal wells with hydraulic fracturing, are very expensive.
However, independent geological studies have indicated that this formation could yield natural gas reserves
measured in the trillions of cubic feet. The Company controls the natural gas interests associated with
approximately 745,000 net acres within the Marcellus Shale area, with a majority of the interests held in fee,
carrying no royalty and no lease expirations. The Company’s reserve base has grown substantially from
development in the Marcellus Shale. Natural gas proved developed and undeveloped reserves in the
Appalachian region have increased from 331 Bcf at September 30, 2010 to 607 Bcf at September 30, 2011.
With this in mind, and with a natural desire to realize the value of these assets in a responsible and orderly
fashion, the Company has spent significant amounts of capital in this region. For the year ended
September 30, 2011, the Company spent $585.1 million towards the development of the Marcellus Shale.
This included paying $24.1 million in November 2010 for the acquisition of additional oil and gas properties
in the Covington Township area of Tioga County, Pennsylvania from EOG Resources, Inc.

As the Company has been accelerating its Marcellus Shale development, it has been decreasing its
emphasis in the Gulf Coast region. This culminated in the Company entering into a purchase and sale
agreement in March 2011 to sell its off-shore oil and natural gas properties in the Gulf of Mexico effective as
of January 1, 2011. The Company completed the sale in April 2011, receiving net proceeds of $55.4 million.
Under the full cost method of accounting for oil and natural gas properties, the sale proceeds were accounted
for as a reduction of capitalized costs in April 2011. The Company also eliminated the asset retirement
obligation associated with its off-shore oil and gas properties. This obligation amounted to $37.5 million and
was accounted for as a reduction of capitalized costs under the full cost method of accounting for oil and
natural gas properties as well as a reduction of the asset retirement obligation. Since the disposition did not
significantly alter the relationship between capitalized costs and proved reserves of oil and gas attributable to
the cost center, the Company did not record any gain or loss from this sale.

Coincident with the development of its Marcellus Shale acreage, the Company’s Pipeline and Storage
segment is building pipeline gathering and transmission facilities to connect Marcellus Shale production with
existing pipelines in the region and is pursuing the development of additional pipeline and storage capacity
in order to meet anticipated demand for the large amount of Marcellus Shale production expected to come
on-line in the months and years to come. Two of the projects, the Tioga County Extension Project and the
Northern Access expansion project, are considered significant for Empire and Supply Corporation. Both
projects are designed to receive natural gas produced from the Marcellus Shale and transport it to Canada
and the Northeast United States to meet growing demand in those areas. During the past two years, Empire
and Supply Corporation have experienced a decline in the volumes of natural gas received at the Canada/
United States border at the Niagara River to be shipped across their systems. The historical price advantage
for gas sold at the Niagara import points has declined as production in the Canadian producing regions has
declined or been diverted to other demand areas, and as production from new shale plays has increased in the
United States. This factor has been causing shippers to seek alternative gas supplies and consequently
alternative transportation routes. The Tioga County Extension Project and the Northern Access expansion
project are designed to provide an alternative gas supply source for the customers of Empire and Supply
Corporation. These projects, which are discussed more completely in the Investing Cash Flow section that
follows, will involve significant capital expenditures.

From a capital resources perspective, the Company has largely been able to meet its capital expenditure
needs for all of the above projects by using cash from operations. Looking forward, the Company expects to
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issue long-term debt in fiscal 2012 to help meet these needs. The Company also plans to increase its use of
short-term debt as well.

The possibility of environmental risks associated with a well completion technology referred to as
hydraulic fracturing continues to be debated. In Pennsylvania, where the Company is focusing its Marcellus
Shale development efforts, the permitting and regulatory processes seem to strike a balance between the
environmental concerns associated with hydraulic fracturing and the benefits of increased natural gas
production. Hydraulic fracturing is a well stimulation technique that has been used for many years, and in
the Company’s experience, one that the Company believes has little negative impact to the environment.
Nonetheless, the potential for increased state or federal regulation of hydraulic fracturing could impact future
costs of drilling in the Marcellus Shale and lead to operational delays or restrictions. There is also the risk
that drilling could be prohibited on certain acreage that is prospective for the Marcellus Shale. For example,
New York State had a moratorium in place that prevented hydraulic fracturing of new horizontal wells in the
Marcellus Shale. The moratorium ended in July 2011 and the DEC has issued its recommendations for shale
development and production. However, the recommendations have not gone into effect to date. Due to the
small amount of Marcellus Shale acreage owned by the Company in New York State, the final outcome of the
DEC'’s recommendations are not expected to have a significant impact on the Company’s plans for Marcellus
Shale development. Please refer to the Risk Factors section above for further discussion.

CRITICAL ACCOUNTING ESTIMATES

The Company has prepared its consolidated financial statements in conformity with GAAP. The
preparation of these financial statements requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. In the event estimates or assumptions prove to be different
from actual results, adjustments are made in subsequent periods to reflect more current information. The
following is a summary of the Company’s most critical accounting estimates, which are defined as those
estimates whereby judgments or uncertainties could affect the application of accounting policies and
materially different amounts could be reported under different conditions or using different assumptions. For
a complete discussion of the Company’s significant accounting policies, refer to Item 8 at Note A —
Summary of Significant Accounting Policies.

Oil and Gas Exploration and Development Costs. In the Company’s Exploration and Production segment,
oil and gas property acquisition, exploration and development costs are capitalized under the full cost
method of accounting. Under this accounting methodology, all costs associated with property acquisition,
exploration and development activities are capitalized, including internal costs directly identified with
acquisition, exploration and development activities. The internal costs that are capitalized do not include any
costs related to production, general corporate overhead, or similar activities. The Company does not
recognize any gain or loss on the sale or other disposition of oil and gas properties unless the gain or loss
would significantly alter the relationship between capitalized costs and proved reserves of oil and gas
attributable to a cost center.

The Company believes that determining the amount of the Company’s proved reserves is a critical
accounting estimate. Proved reserves are estimated quantities of reserves that, based on geologic and
engineering data, appear with reasonable certainty to be producible under existing economic and operating
conditions. Such estimates of proved reserves are inherently imprecise and may be subject to substantial
revisions as a result of numerous factors including, but not limited to, additional development activity,
evolving production history and continual reassessment of the viability of production under varying
economic conditions. The estimates involved in determining proved reserves are critical accounting estimates
because they serve as the basis over which capitalized costs are depleted under the full cost method of
accounting (on a units-of-production basis). Unproved properties are excluded from the depletion
calculation until proved reserves are found or it is determined that the unproved properties are impaired. All
costs related to unproved properties are reviewed quarterly to determine if impairment has occurred. The
amount of any impairment is transferred to the pool of capitalized costs being amortized.
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In addition to depletion under the units-of-production method, proved reserves are a major component
in the SEC full cost ceiling test. The full cost ceiling test is an impairment test prescribed by SEC
Regulation S-X Rule 4-10. The ceiling test, which is performed each quarter, determines a limit, or ceiling, on
the amount of property acquisition, exploration and development costs that can be capitalized. The ceiling
under this test represents (a) the present value of estimated future net cash flows, excluding future cash
outflows associated with settling asset retirement obligations that have been accrued on the balance sheet,
using a discount factor of 10%, which is computed by applying an unweighted arithmetic average of the first
day of the month oil and gas prices for each month within the twelve-month period prior to the end of the
reporting period (as adjusted for hedging) to estimated future production of proved oil and gas reserves as of
the date of the latest balance sheet, less estimated future expenditures, plus (b) the cost of unevaluated
properties not being depleted, less (¢) income tax effects related to the differences between the book and tax
basis of the properties. The estimates of future production and future expenditures are based on internal
budgets that reflect planned production from current wells and expenditures necessary to sustain such future
production. The amount of the ceiling can fluctuate significantly from period to period because of additions
to or subtractions from proved reserves and significant fluctuations in oil and gas prices. The ceiling is then
compared to the capitalized cost of oil and gas properties less accumulated depletion and related deferred
income taxes. If the capitalized costs of oil and gas properties less accumulated depletion and related deferred
taxes exceeds the ceiling at the end of any fiscal quarter, a non-cash impairment must be recorded to write
down the book value of the reserves to their present value. This non-cash impairment cannot be reversed at a
later date if the ceiling increases. It should also be noted that a non-cash impairment to write down the book
value of the reserves to their present value in any given period causes a reduction in future depletion
expense. At September 30, 2011, the ceiling exceeded the book value of the Company’s oil and gas properties
by approximately $366.1 million. The 12-month average of the first day of the month price for crude oil for
each month during 2011, based on posted Midway Sunset prices, was $96.08 per Bbl. The 12-month average
of the first day of the month price for natural gas for each month during 2011, based on the quoted Henry
Hub spot price for natural gas, was $4.16 per MMBtu. (Note — Because actual pricing of the Company’s
various producing properties varies depending on their location and hedging, the actual various prices
received for such production is utilized to calculate the ceiling, rather than the Midway Sunset and Henry
Hub prices, which are only indicative of 12-month average prices for 2011.) If natural gas average prices used
in the ceiling test calculation at September 30, 2011 had been $1 per MMBtu lower, the ceiling would have
exceeded the book value of the Company’s oil and gas properties by approximately $197 million. 1f crude oil
average prices used in the ceiling test calculation at September 30, 2011 had been $5 per Bbl lower, the
ceiling would have exceeded the book value of the Company’s oil and gas properties by approximately
$321.4 million. If both natural gas and crude oil average prices used in the ceiling test calculation at
September 30, 2011 were lower by $1 per MMBtu and $5 per Bbl, respectively, the ceiling would have
exceeded the book value of the Company’s oil and gas properties by approximately $152.4 million. These
calculated amounts are based solely on price changes and do not take into account any other changes to the
ceiling test calculation.

It is difficult to predict what factors could lead to future impairments under the SEC's full cost ceiling
test. As discussed above, fluctuations in or subtractions from proved reserves and significant fluctuations in
oil and gas prices have an impact on the amount of the ceiling at any point in time.

In accordance with the current authoritative guidance for asset retirement obligations, the Company
records an asset retirement obligation for plugging and abandonment costs associated with the Exploration
and Production segment’s crude oil and natural gas wells and capitalizes such costs in property, plant and
equipment (i.e. the full cost pool). Under the current authoritative guidance for asset retirement obligations,
since plugging and abandonment costs are already included in the full cost pool, the units-of-production
depletion calculation excludes from the depletion base any estimate of future plugging and abandonment
costs that are already recorded in the full cost pool.

As discussed above, the full cost method of accounting provides a ceiling to the amount of costs that can
be capitalized in the full cost pool. In accordance with current authoritative guidance, since the full cost pool
includes an amount associated with plugging and abandoning the wells, as discussed in the preceding
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paragraph, the calculation of the full cost ceiling no longer reduces the future net cash flows from proved oil
and gas reserves by an estimate of plugging and abandonment costs.

Regulation. The Company is subject to regulation by certain state and federal authorities. The
Company, in its Utility and Pipeline and Storage segments, has accounting policies which conform to the
FASB authoritative guidance regarding accounting for certain types of regulations, and which are in
accordance with the accounting requirements and ratemaking practices of the regulatory authorities. The
application of these accounting policies allows the Company to defer expenses and income on the balance
sheet as regulatory assets and liabilities when it is probable that those expenses and income will be allowed in
the ratesetting process in a period different from the period in which they would have been reflected in the
income statement by an unregulated company. These deferred regulatory assets and liabilities are then flowed
through the income statement in the period in which the same amounts are reflected in rates. Management’s
assessment of the probability of recovery or pass through of regulatory assets and liabilities requires
judgment and interpretation of laws and regulatory commission orders. If, for any reason, the Company
ceases to meet the criteria for application of regulatory accounting treatment for all or part of its operations,
the regulatory assets and liabilities related to those portions ceasing to meet such criteria would be eliminated
from the balance sheet and included in the income statement for the period in which the discontinuance of
regulatory accounting treatment occurs. Such amounts would be classified as an extraordinary item. For
further discussion of the Company’s regulatory assets and liabilities, refer to Item 8 at Note C — Regulatory
Matters.

Accounting for Derivative Financial Instruments. The Company, in its Exploration and Production
segment, Energy Marketing segment, and Pipeline and Storage segment, uses a variety of derivative financial
instruments to manage a portion of the market risk associated with fluctuations in the price of natural gas
and crude oil. These instruments are categorized as price swap agreements and futures contracts. In
accordance with the authoritative guidance for derivative instruments and hedging activities, the Company
accounted for these instruments as effective cash flow hedges or fair value hedges. Gains or losses associated
with the derivative financial instruments are matched with gains or losses resulting from the underlying
physical transaction that is being hedged. To the extent that the derivative financial instruments would ever
be deemed to be ineffective based on the effectiveness testing, mark-to-market gains or losses from the
derivative financial instruments would be recognized in the income statement without regard to an
underlying physical transaction.

The Company uses both exchange-traded and non exchange-traded derivative financial instruments.
The Company adopted the authoritative guidance for fair value measurements during the quarter ended
December 31, 2008. As such, the fair value of such derivative financial instruments is determined under the
provisions of this guidance. The fair value of exchange traded derivative financial instruments is determined
from Level 1 inputs, which are quoted prices in active markets. The Company determines the fair value of
non exchange-traded derivative financial instruments based on an internal model, which uses both
observable and unobservable inputs other than quoted prices. These inputs are considered Level 2 or Level 3
inputs. All derivative financial instrument assets and liabilities are evaluated for the probability of default by
either the counterparty or the Company. Credit reserves are applied against the fair values of such assets or
liabilities. Refer to the “Market Risk Sensitive Instruments” section below for further discussion of the
Company’s derivative financial instruments.

Pension and Other Post-Retirement Benefits. The amounts reported in the Company’s financial
statements related to its pension and other post-retirement benefits are determined on an actuarial basis,
which uses many assumptions in the calculation of such amounts. These assumptions include the discount
rate, the expected return on plan assets, the rate of compensation increase and, for other post-retirement
benefits, the expected annual rate of increase in per capita cost of covered medical and prescription benefits.
The Company utilizes a yield curve model to determine the discount rate. The yield curve is a spot rate yield
curve that provides a zero-coupon interest rate for each year into the future. Each year’s anticipated benefit
payments are discounted at the associated spot interest rate back to the measurement date. The discount rate
is then determined based on the spot interest rate that results in the same present value when applied to the
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same anticipated benefit payments. The expected return on plan assets assumption used by the Company
reflects the anticipated long-term rate of return on the plan’s current and future assets. The Company utilizes
historical investment data, projected capital market conditions, and the plan’s target asset class and
investment manager allocations to set the assumption regarding the expected return on plan assets. Changes
in actuarial assumptions and actuarial experience, including deviations between actual versus expected
return on plan assets, could have a material impact on the amount of pension and post-retirement benefit
costs and funding requirements experienced by the Company. However, the Company expects to recover
substantially all of its net periodic pension and other post-retirement benefit costs attributable to employees
in its Utility and Pipeline and Storage segments in accordance with the applicable regulatory commission
authorization. For financial reporting purposes, the difference between the amounts of pension cost and post-
retirement benefit cost recoverable in rates and the amounts of such costs as determined under applicable
accounting principles is recorded as either a regulatory asset or liability, as appropriate, as discussed above
under “Regulation.” Pension and post-retirement benefit costs for the Utility and Pipeline and Storage
segments, as determined under the authoritative guidance for pensions and postretirement benefits,
represented 91% and 93% of the Company’s total pension and post-retirement benefit costs for the years
ended September 30, 2011 and 2010, respectively.

Changes in actuarial assumptions and actuarial experience could also have an impact on the benefit
obligation and the funded status related to the Company’s pension and other post-retirement benefits and
could impact the Company’s equity. For example, the discount rate was changed from 4.75% in 2010 to
4.50% in 2011. The change in the discount rate from 2010 to 2011 increased the Retirement Plan projected
benefit obligation by $26.9 million and the accumulated post-retirement benefit obligation by $14.5 million.
Other examples include actual versus expected return on plan assets, which has an impact on the funded
status of the plans, and actual versus expected benefit payments, which has an impact on the pension plan
projected benefit obligation and the accumulated post-retirement benefit obligation. For 2011, the actual
versus expected return on plan assets resulted in a decrease to the funded status of the Retirement Plan
($56.7 million) and the VEBA trusts and 401(h) accounts ($33.2 million). The actual versus expected benefit
payments for 2011 caused a decrease of $2.4 million to the accumulated post-retirement benefit obligation.
In calculating the projected benefit obligation for the Retirement Plan and the accumulated post-retirement
obligation, the actuary takes into account the average remaining service life of active participants. The
average remaining service life of active participants is 8 years for the Retirement Plan and 7 years for those
eligible for other post-retirement benefits. For further discussion of the Company’s pension and other post-
retirement benefits, refer to Other Matters in this Item 7, which includes a discussion of funding for the
current year, and to Item 8 at Note H — Retirement Plan and Other Post Retirement Benefits.

RESULTS OF OPERATIONS
EARNINGS
2011 Compared with 2010

The Company’s earnings were $258.4 million in 2011 compared with earnings of $225.9 million in
2010. The Company had earnings from discontinued operations of $6.8 million in 2010, as discussed below,
but did not have any earnings from discontinued operations in 2011. Accordingly, the Company’s earnings
from continuing operations were $258.4 million in 2011 and $219.1 million in 2010. The increase in
earnings from continuing operations of $39.3 million is primarily the result of higher earnings in the
Exploration and Production segment and the All Other category. The Utility segment also contributed to the
increase in earnings. Lower earnings in the Pipeline and Storage segment and a higher loss in the Corporate
category slightly offset these increases. In the discussion that follows, note that all amounts used in the
earnings discussions are after-tax amounts, unless otherwise noted. Earnings from continuing operations and
discontinued operations were impacted by the following events in 2011 and 2010:

2011 Event

* A $50.9 million ($31.4 million after tax) gain on the sale of unconsolidated subsidiaries as a result of
the Company’s sale of its 50% equity method investments in Seneca Energy and Model City.
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2010 Event

* A $6.3 million gain on the sale of the Company’s landfill gas operations, which was completed in
September 2010. This amount is included in earnings from discontinued operations.

2010 Compared with 2009

The Company’s earnings were $225.9 million in 2010 compared with earnings of $100.7 million in
2009. The Company sold its landfill gas operations in the states of Ohio, Michigan, Kentucky, Missouri,
Maryland and Indiana in September 2010. Accordingly, all financial results for those operations, which are
part of the All Other category, have been presented as discontinued operations. The Company’s earnings
from continuing operations were $219.1 million in 2010 compared with $103.5 million in 2009. The
Company’s earnings from discontinued operations were $6.8 million in 2010 compared to a loss of
$2.8 million in 2009. The increase in earnings from continuing operations of $115.6 million is primarily the
result of higher earnings in the Exploration and Production segment. The Utility and Energy Marketing
segments, as well as the All Other category, also contributed to the increase in earnings. Lower earnings in
the Pipeline and Storage segment and a higher loss in the Corporate category slightly offset these increases.
The increase in earnings from discontinued operations primarily resulted from the gain on the sale of the
Company’s landfill gas operations recognized in 2010 as well as the non-recurrence of $2.8 million of
impairment charges recognized in 2009 related to certain landfill gas assets. Earnings from continuing
operations and discontinued operations were impacted by the 2010 event discussed above and several events
in 2009, including:

2009 Events

* A non-cash $182.8 million impairment charge ($108.2 million after tax) recorded during the quarter
ended December 31, 2008 for the Exploration and Production segments oil and gas producing
properties;

* A $2.8 million impairment in the value of certain landfill gas assets;

* A $1.1 million impairment in the value of the Company’s 50% investment in ESNE (recorded in the
All Other category), a limited liability company that owns an 80-megawatt, combined cycle, natural
gas-fired power plant in the town of North East, Pennsylvania; and

* A $2.3 million death benefit gain on life insurance policies recognized in the Corporate category.

Earnings (Loss) by Segment

Year Ended September 30
2011 2010 2009
. . (Thousands)

Utility ... $ 63,228 $ 62,473 $ 58,664
Pipelineand Storage ................... ... ... ....... 31,515 36,703 47,358
Exploration and Production . ......................... 124,189 112,531 (10,238)
EnergyMarketing . . ............ .. ... ... ... . ... ... .. 8,801 8,816 7,166

Total Reported Segments ........................... 227,733 220,523 102,950
AllOther ... ... . .. 38,502 3,396 705
Corporate . .......... .. (7,833) (4,786) (171)

Total Earnings from Continuing Operations . ........... 258,402 219,133 103,484
Earnings (Loss) from Discontinued Operations . .......... —_ 6,780 2,776)

Total Consolidated ................................ $258,402 $225913  $100,708




UTILITY
Revenues

Utility Operating Revenues

Year Ended September 30
2011 2010 2009
(Thousands)

Retail Revenues:
Residential . ........ ... ... ... . . ... $603,838 $583,443 $ 850,088
Commercial .. ... e 80,811 81,110 128,520
Industrial ... ... .. 5,849 5,697 7,213
690,498 670,250 085,821
Off-System Sales .............. . ... .. 33,968 29,135 3,740
Transportation . . ......... .ot 123,729 109,675 111,483
Other ... 4,300 10,730 11,980

$852,495  $819,790  $1,113,024

Utility Throughput — million cubic feet (MMcf)

Year Ended September 30

2011 2010 2009

Retail Sales:
Residential . ....... ... . .. i 57,466 54,012 58,835
Commercial ... ... e 8,517 8,203 9,551
Industrial . ... ... e 723 646 515
66,706 62,861 68,901
Off-System Sales .......... ... vttt 7,151 5,899 513
Transportation .. .............ouuoeineniaanaiia, 66,273 60,105 59,751

140,130 128,865 129,165

Degree Days
Percent (Warmer)
Colder Than
Year Ended September 30 Normal Actual Normal  Prior Year
2001Q0): . Buffalo 6,692 6,751 0.9% 7.3%
Erie 6,243 6,359 1.9% 6.9%
201002): . Buffalo 6,692 6,292 (6.0)% (6.1)%
Erie 6,243 5,947 (4.7)% 3.10%
2000(3): ... Buffalo 6,692 6,701 0.1% 6.8%

Frie 6,243 6,176 (1.1)% 6.9%

(1) Percents compare actual 2011 degree days to normal degree days and actual 2011 degree days to actual
2010 degree days.

(2) Percents compare actual 2010 degree days to normal degree days and actual 2010 degree days to actual
2009 degree days.

(3) Percents compare actual 2009 degree days to normal degree days and actual 2009 degree days to actual
2008 degree days.
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2011 Compared with 2010

Operating revenues for the Utility segment increased $32.7 million in 2011 compared with 2010. This
increase largely resulted from a $20.2 million increase in retail gas sales revenues, a $14.1 million increase in
transportation revenues, and a $4.8 million increase in off-system sales revenue. These were partially offset
by a $6.4 million decrease in other operating revenues.

The increase in retail gas sales revenues of $20.2 million was largely a function of higher volumes
(3.8 Bcf) due to colder weather and higher customer usage per account. The increase in volumes resulted in
the recovery of a larger amount of gas costs, despite a decline in the Utility segment’s average cost of
purchased gas. Subject to certain timing variations, gas costs are recovered dollar for dollar in revenues. See
further discussion of purchased gas below under the heading “Purchased Gas.” The increase in transportation
revenues of $14.1 million was primarily due to a 6.2 Bcf increase in transportation throughput, largely the
result of colder weather and the migration of customers from retail sales to transportation service. The
increase in off-system sales revenues was largely due to an increase in off-system sales volume. Due to profit
sharing with retail customers, the margins resulting from off-system sales are minimal and there was not a
material impact to margins. The $6.4 million decrease in other operating revenues was largely attributable to
an adjustment to the carrying value of certain regulatory asset accounts to a level the Company believes will
ultimately be recovered in the rate-setting process.

2010 Compared with 2009

Operating revenues for the Utility segment decreased $293.2 million in 2010 compared with 2009. This
decrease largely resulted from a $315.6 million decrease in retail gas sales revenues, a $1.8 million decrease
in transportation revenues, and a $1.2 million decrease in other operating revenues. These were partially
offset by a $25.4 million increase in off-system sales revenue.

The decrease in retail gas sales revenues of $315.6 million was largely a function of warmer weather and
lower gas costs (subject to certain timing variations, gas costs are recovered dollar for dollar in revenues).
The recovery of lower gas costs resulted from a lower cost of purchased gas combined with the refunding of
previously over-recovered purchased gas costs. See further discussion of purchased gas below under the
heading “Purchased Gas.”

The increase in off-system sales revenues of $25.4 million was largely due to the Utility segment not
engaging in off-system sales from November 2008 through October 2009. This was due to Order No. 717
(“Final Rule”), which was issued by the FERC on October 16, 2008. The Final Rule seemingly held that a
local distribution company making off-system sales on unaffiliated pipelines would be engaging in
“marketing” that would require Distribution Corporation to substantially modify its operations in order to
assure compliance with the FERC'’s standards of conduct. Accordingly, pending clarification of this issue
from the FERC, as of November 1, 2008, Distribution Corporation ceased off-system sales activities. On
October 15, 2009, the FERC released Order No. 717-A, which clarified that a local distribution company
making off-system sales of gas that has been transported on non-affiliated pipelines is not subject to the
FERC standards of conduct. In light of and in reliance on this clarification, Distribution Corporation
determined that it could resume engaging in off-system sales on non-affiliated pipelines. Such off-system
sales resumed in November 2009. Due to profit sharing with retail customers, the margins resulting from
off-system sales are minimal and there was not a material impact to earnings.

The decrease in transportation revenues of $1.8 million was primarily due to warmer weather and the
resulting decrease in transportation volumes for residential and commercial customers. While there was a
slight increase in transportation volumes of 0.4 Bcf for all revenue classes, this was largely due to an increase
in throughput for large industrial customers. Throughput variations associated with large industrial
customers do not have a significant impact on transportation revenues. The decrease in other operating
revenues of $1.2 million is largely due to a decrease in late payment revenue, caused by a decrease in gas
costs.
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Purchased Gas

The cost of purchased gas is the Company’s single largest operating expense. Annual variations in
purchased gas costs are attributed directly to changes in gas sales volumes, the price of gas purchased and the
operation of purchased gas adjustment clauses. Distribution Corporation recorded $460.1 million,
$428.4 million and $713.2 million of Purchased Gas Expense during 2011, 2010 and 2009, respectively.
Under its purchased gas adjustment clauses in New York and Pennsylvania, Distribution Corporation is not
allowed to profit from fluctuations in gas costs. Purchased gas expense recorded on the consolidated income
statement matches the revenues collected from customers, a component of Operating Revenues on the
consolidated income statement. Under mechanisms approved by the NYPSC in New York and the PaPUC in
Pennsylvania, any difference between actual purchased gas costs and what has been collected from the
customer is deferred on the consolidated balance sheet as either an asset, Unrecovered Purchased Gas Costs,
or a liability, Amounts Payable to Customers. These deferrals are subsequently collected from the customer
or passed back to the customer, subject to review by the NYPSC and the PaPUC. Absent disallowance of full
recovery of Distribution Corporation’s purchased gas costs, such costs do not impact the profitability of the
Company. Purchased gas costs impact cash flow from operations due to the timing of recovery of such costs
versus the actual purchased gas costs incurred during a particular period. Distribution Corporation’s
purchased gas adjustment clauses seek to mitigate this impact by adjusting revenues on either a quarterly or
monthly basis.

Currently, Distribution Corporation has contracted for long-term firm transportation capacity with
Supply Corporation, Empire and seven other upstream pipeline companies, for long-term gas supplies with a
combination of producers and marketers, and for storage service with Supply Corporation and two
nonaffiliated companies. In addition, Distribution Corporation satisfies a portion of its gas requirements
through spot market purchases. Changes in wellhead prices have a direct impact on the cost of purchased
gas. Distribution Corporation’s average cost of purchased gas, including the cost of transportation and
storage, was $6.41 per Mcf in 2011, a decrease of 10% from the average cost of $7.13 per Mcf in 2010. The
average cost of purchased gas in 2010 was 13% lower than the average cost of $8.17 per Mcf in 2009.
Additional discussion of the Utility segment’s gas purchases appears under the heading “Sources and
Availability of Raw Materials” in Item 1.

Earnings
2011 Compared with 2010

The Utility segment’s earnings in 2011 were $63.2 million, an increase of $0.7 million when compared
with earnings of $62.5 million in 2010. The increase in earnings is largely attributable to colder weather
($2.4 million) and higher usage per account ($1.9 million) in Pennsylvania. The phrase “usage per account”
refers to average gas consumption per account after factoring out any impact that weather may have had on
consumption. In addition, earnings were positively impacted by lower interest expense on deferred gas costs
($1.0 million) and lower operating expenses ($1.6 million) due to decreased bad debt expense and personnel
costs partially offset by higher pension expense. These increases were partially offset by various regulatory
adjustments ($3.7 million), primarily due to an adjustment to the carrying value of certain regulatory asset
accounts to a level the Company believes will ultimately be recovered in the rate-setting process, an increase
in other taxes ($0.9 million), higher income tax expense ($0.7 million) and higher depreciation expense
($0.3 million.)

The impact of weather on the Utility segment’s New York rate jurisdiction is tempered by a weather
normalization clause (WNC). The WNC, which covers the eight-month period from October through May,
has had a stabilizing effect on earnings for the New York rate jurisdiction. In addition, in periods of colder
than normal weather, the WNC benefits the Utility segment’s New York customers. For 2011, the WNC
reduced earnings by approximately $1.0 million, as the weather was colder than normal. For 2010, the WNC
preserved earnings of approximately $1.3 million, as the weather was warmer than normal.
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2010 Compared with 2009

The Utility segment’s earnings in 2010 were $62.5 million, an increase of $3.8 million when compared
with earnings of $58.7 million in 2009. The increase in earnings was primarily due to the positive earnings
impact associated with a lower effective tax rate ($4.8 million), lower operating expenses ($4.3 million) and
routine regulatory adjustments ($1.2 million). The effective tax rate impact is attributable to a lower state
income tax expense in 2010 as a result of the pass-back to customers of over-collected gas costs.

The decrease in operating expenses was mainly due to a decrease in bad debt expense slightly offset by
an increase in personnel costs. These factors were partially offset by lower usage per account in Pennsylvania
($2.1 million), higher interest expense ($2.1 million), lower late payment revenue due to lower gas costs
($1.2 million) and warmer weather in Pennsylvania ($0.8 million). The increase in interest expense was
partially due to the Company’s April 2009 debt issuance that was issued at a significantly higher interest rate
than the debt that had matured in March 2009. In addition, accrued interest on deferred gas costs increased
as a result of the over-recovery of gas costs during fiscal 2009.

For 2010, the WNC preserved earnings of approximately $1.3 million, as the weather was warmer than
normal. For 2009, the WNC reduced earnings by approximately $0.2 million, as the weather was colder than
normal.

PIPELINE AND STORAGE
Revenues

Pipeline and Storage Operating Revenues

Year Ended September 30
2011 2010 2009
(Thousands)
Firm Transportation .. ............................... $134,652 $139324 $139,034
Interruptible Transportation .......................... 1,341 1,863 3,175
135,993 141,187 142,209
Firm Storage Service . . ............ ... .. ... .. .. ..... 66,712 66,593 66,711
Interruptible Storage Service .......................... 19 78 20
66,731 66,671 66,731
Other . ......oouiiii i 12,384 11,025 10,333

$215,108 $218,883  $219,273

Pipeline and Storage Throughput — (MMcf)

Year Ended September 30
2011 2010 2009
Firm Transportation .. ..................... B, 317,917 296,907 348,294
Interruptible Transportation ............................. 2,037 4,459 3,888

319,954 301,366 352,182

2011 Compared with 2010

Operating revenues for the Pipeline and Storage segment decreased $3.8 million in 2011 as compared
with 2010. The decrease was primarily due to a decrease in transportation revenues of $5.2 million. The
decrease in transportation revenues was primarily the result of a reduction in the lével of contracts entered
into by shippers year over year as shippers utilized lower priced pipeline transportation routes. Shippers
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continue to seek alternative lower priced gas supply (and in some cases, do not renew short-term
transportation contracts) because of the relatively higher price of natural gas supplies available at the United
States/Canadian border at the Niagara River near Buffalo, New York compared to the lower pricing for
supplies available at Leidy, Pennsylvania. Empire’s Tioga County Extension Project and Supply Corporation’s
Northern Access expansion project, both of which are discussed in the Investing Cash Flow section that
follows, are designed to utilize that available pipeline capacity by receiving natural gas produced from the
Marcellus Shale and transporting it to Canada and the Northeast United States where demand has been
growing. The decrease was partially offset by an increase in efficiency gas revenues of $1.0 million (reported
as a part of other revenue in the table above) due to higher efficiency gas volumes partially offset by lower gas
prices. Under Supply Corporation’s tariff with shippers, Supply Corporation is allowed to retain a set
percentage of shipper-supplied gas as compressor fuel and for other operational purposes. To the extent that
Supply Corporation does not need all of the gas to cover such operational needs, it is allowed to keep the
excess gas as inventory. That inventory is later sold to buyers on the open market. The excess gas that is
retained as inventory, as well as any gains resulting from the sale of such inventory, represent efficiency gas
revenue to Supply Corporation. Also offsetting the decrease in revenues was an increase in cashout revenues
of $0.3 million (reported as a part of other revenue in the table above). Cashout revenues are completely
offset by purchased gas expense and as a result have no impact on earnings.

Volume fluctuations generally do not have a significant impact on revenues as a result of the straight
fixed-variable rate design utilized by Supply Corporation and Empire, but this rate design does not protect
Supply Corporation or Empire in situations where shippers do not contract for that capacity at the same
quantity and rate. In that situation, Supply Corporation or Empire can propose revised rates and services in a
rate case at the FERC. Transportation volume increased by 18.6 Bcf in 2011 as compared with 2010. While
transportation volume increased largely due to colder weather, there was little impact on revenues due to the
straight fixed-variable rate design.

2010 Compared with 2009

Operating revenues for the Pipeline and Storage segment decreased $0.4 million in 2010 as compared
with 2009. The decrease was due to a decrease in interruptible transportation revenues of $1.3 million largely
due to a decrease in the gathering rate under Supply Corporation’s tariff. Also contributing to the decrease
was a decrease in cashout revenues of $0.3 million. Offsetting the decrease was an increase in efficiency gas
revenues of $1.3 million due to higher efficiency gas volumes and a significantly lower efficiency gas
inventory write down in 2010 versus 2009. These increases to efficiency gas revenues were partially offset by
lower gas prices and a lower gain, period over period, on the sale of retained efficiency gas volumes held in
inventory. Also offsetting the decrease in revenues was an increase in firm transportation revenues of
$0.3 million. This increase was primarily the result of higher revenues from the Empire Connector, which
was placed in service in December 2008, partially offset by a reduction in the level of short-term contracts
entered into by shippers period over period as such shippers utilized lower priced pipeline transportation
routes.

Transportation volume decreased by 50.8 Bef in 2010 as compared with 2009. These decreases were
largely due to shippers seeking alternative lower priced gas supply (and in some cases, not renewing short-
term transportation contracts) combined with warmer weather and lower industrial demand. As discussed
above, volume fluctuations generally do not have a significant impact on revenues as a result of the straight
fixed-variable rate design.

Earnings
2011 Compared with 2010

The Pipeline and Storage segment’s earnings in 2011 were $31.5 million, a decrease of $5.2 million
when compared with earnings of $36.7 million in 2010. The decrease in earnings is primarily due to the
earnings impact of higher operating expenses ($3.2 million), lower transportation revenues of $3.4 million,
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as discussed above, higher depreciation expense ($0.9 million) and higher property taxes ($0.3 million). The
increase in operating expenses can be attributed primarily to higher pension expense ($1.4 million), higher
compressor maintenance costs ($0.7 million), higher personnel costs ($0.6 million) and the write-off of
expired and unused storage rights ($0.6 million). The increase in property taxes is primarily a result of a
higher tax base due to capital additions combined with higher Pennsylvania public utility realty taxes. The
increase in depreciation expense is primarily the result of a revision during fiscal 2011 to correct
accumulated depreciation as well as additional projects that were placed in service in the last year. These
earnings decreases were partially offset by an increase in the allowance for funds used during construction
(equity component) of $2.0 million primarily due to construction commencing during the current year on
Supply Corporation’s Line N Expansion Project and Lamont Phase 11 Project and Empire’s Tioga County
Extension Project, as discussed in the Investing Cash Flow section that follows, and by the earnings impact
associated with higher efficiency gas revenues ($0.7 million), as discussed above.

2010 Compared with 2009

The Pipeline and Storage segment’s earnings in 2010 were $36.7 million, a decrease of $10.7 million
when compared with earnings of $47.4 million in 2009. The decrease in earnings is primarily due to a
decrease in the allowance for funds used during construction ($2.3 million), higher operating costs
($4.5 million), higher property taxes ($2.0 million), higher interest expense ($3.1 million) and higher
depreciation expense ($0.5 million). Lower transportation revenues of $0.7 million, as discussed above, also
contributed to the earnings decrease. The decrease in allowance for funds used during construction (equity
component) is a result of the construction of the Empire Connector, which was completed and placed in
service on December 10, 2008. The increase in operating expenses can primarily be attributed to higher
pension expense, higher personnel costs, and an increase in corrosion logging expenses associated with
Supply Corporation’s storage wells. The increase in property taxes is primarily a result of additional property
taxes and higher payments in lieu of taxes associated with the Empire Connector. The increase in interest
expense can be attributed to higher debt balances and a higher average interest rate on borrowings combined
with a decrease in the allowance for borrowed funds used during construction resulting from the completion
of the Empire Connector. The increase in the average interest rate stems from the Company’s April 2009 debt
issuance. The increase in depreciation expense is primarily the result of the Empire Connector being placed
in service in December 2008. These earnings decreases were partially offset by the earnings impact associated
with higher efficiency gas revenues ($0.8 million), as discussed above, and lower income tax expense
($1.4 million) due to a lower effective tax rate.

EXPLORATION AND PRODUCTION
Revenues

Exploration and Production Operating Revenues

Year Ended September 30
2011 2010 2009
(Thousands)
Gas (after Hedging) ................................. $272,057 $183,327 $154,582
Oil (afterHedging) . .....................civvuuiina.. 232,052 242,303 219,046
Gas Processing Plant .................... ... .. ..... 28,711 29,369 24,686
Other . ... . 513 820 432
Intrasegment Elimination(1) .......................... (14,298) (17,791) (15,988)
Operating Revenues .....................ouiuunneao.. $519,035 $438,028  $382,758

(1) Represents the elimination of certain West Coast gas production revenue included in “Gas (after
Hedging)” in the table above that is sold to the gas processing plant shown in the table above. An
elimination for the same dollar amount was made to reduce the gas processing plant’s Purchased Gas
expense.
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Production

Year Ended September 30
2011 2010 2009

Gas Production (MMcf)

GUIf CoaSt . . oottt e 4,041 10,304 9,886

Y K 7 - PP 3,447 3,819 4,063

Appalachia . ...........o i 42079 16222 8335

Total Production . .. ...ttt s 50,467 30,345 22,284

Oil Production (Mbbl)

GUIf COaSE . ..ot 187 502 640

WESE COMSE . o v oot et et e e e e e et 2,627 2,669 2,674

Appalachia ........ ... ... .. ... 46 49 59

Total Production . . . ... . v 2,860 3,220 3,373
Average Prices
Year Ended September 30
2011 2010 2009

Average Gas Price/Mcf

GUIf COaSt . . oot $ 502 $522 $ 454

WeSt COASE . . vt vt et et et e et e e $ 456 $ 481 $ 391

Appalachia ........... ... ... i $ 437 $493 $ 552

Weighted Average . . .............. it $ 443 $ 501 $ 479

Weighted Average After Hedging(1) ........................ $539 $604 $ 694
Average Oil Price/Barrel (bbl)

GUIE CoaSt . . o oottt $88.57 $76.37 $54.58

WeESE COASE . . oottt et s $96.45 $71.72  $50.90

Appalachia ........ ... ... . $86.58 $75.81 $56.15

Weighted Average .. ...........coiiiiiieeiii $95.78  $72.54  $51.69

Weighted Average After Hedging(1) ........................ $81.13 $75.25 $64.94

(1) Refer to further discussion of hedging activities below under “Market Risk Sensitive Instruments” and in
Note G — Financial Instruments in Item 8 of this report.

2011 Compared with 2010

Operating revenues for the Exploration and Production segment increased $81.0 million in 2011 as
compared with 2010. Gas production revenue after hedging increased $88.7 million primarily due to
production increases in the Appalachian division, partially offset by decreases in Gulf Coast production. The
increase in Appalachian production was primarily due to additional wells within the Marcellus Shale
formation, primarily in Tioga County, Pennsylvania, coming on line in fiscal 2011. The decrease in Gulf
Coast gas production resulted from the sale of the Exploration and Production segment’s off-shore oil and
natural gas properties in April 2011. Increases in natural gas production were partially offset by a $0.65 per
Mcf decrease in the weighted average price of gas after hedging. Oil production revenue after hedging
decreased $10.3 million due to a decrease in production as a result of the aforementioned sale of Gulf Coast
off-shore properties. This decrease in oil production revenue was partially offset by an increase in the
weighted average price of oil after hedging ($5.88 per Bbl). In addition, there was a $2.8 million increase in
gas processing plant revenues (net of eliminations) primarily due to the lower cost of West Coast residual
and liquids production in 2011 versus 2010.
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Refer to further discussion of derivative financial instruments in the “Market Risk Sensitive Instruments”
section that follows. Refer to the tables above for production and price information.

2010 Compared with 2009

Operating revenues for the Exploration and Production segment increased $55.3 million in 2010 as
compared with 2009. Gas production revenue after hedging increased $28.7 million primarily due to
production increases in the Appalachian division. The increase in Appalachian natural gas production was
mainly due to Marcellus Shale production that came on line during fiscal 2010, primarily in Tioga County,
Pennsylvania. Increases in natural gas production were partially offset by a $0.90 per Mcf decrease in the
weighted average price of gas after hedging. Oil production revenue after hedging increased $23.3 million
due to an increase in the weighted average price of oil after hedging ($10.31 per Bbl), while oil production
levels were slightly lower in fiscal 2010. In addition, there was a $2.9 million increase in gross processing
plant revenues (net of eliminations) due to an increase in the commodity prices of residual gas and liquids
sold at Seneca’s processing plants in the West Coast region.

Refer to further discussion of derivative financial instruments in the “Market Risk Sensitive Instruments”
section that follows. Refer to the tables above for production and price information.

Earnings
2011 Compared with 2010

The Exploration and Production segment’s earnings for 2011 were $124.2 million, compared with
earnings of $112.5 million for 2010, an increase of $11.7 million. Higher natural gas production and higher
crude oil prices increased earnings by $79.0 million and $10.9 million, respectively. Higher processing plant
revenues ($1.8 million) further contributed to an increase in earnings. Lower interest expense ($8.4 million)
due to a lower average amount of debt further contributed to an increase in earnings. Lower natural gas
prices ($21.3 million) and lower crude oil production ($17.6 million) partially offset the increase in earnings.
In addition, earnings were further reduced by higher depletion expense ($26.4 million), higher general,
administrative and other operating expenses ($11.4 million), higher lease operating expenses ($7.7 million),
higher income tax expense ($2.5 million), and higher property and other taxes ($1.0 million). The increase
in depletion expense is primarily due to an increase in production and depletable base (largely due to
increased capital spending in the Appalachian region, specifically related to the development of Marcellus
Shale properties). The increase in lease operating expenses is largely attributable to a higher number of
producing properties in Appalachia. Higher personnel costs are largely responsible for the increase in general,
administrative and other operating expenses. Higher property and other taxes are attributable to a revision of
the California property tax liability, which was partially offset by a decrease in property and other taxes as a
result of the sale of the Gulf Coast’s off-shore properties in April 2011. The increase in income tax expense is
attributable to higher state income taxes coupled with the loss of a domestic production activities deduction
that occurred during the quarter ended September 30, 2010 and its impact on the effective tax rate during
fiscal 2011. The decrease in interest and other income is largely attributable to lower cash investment
balances in 2011 as compared to 2010.

2010 Compared with 2009

The Exploration and Production segment’s earnings for 2010 were $112.5 million, compared with a loss
of $10.2 million for 2009, an increase of $122.7 million. The increase in earnings is primarily the result of
the non-recurrence of an impairment charge of $108.2 million during the quarter ended December 31, 2008,
as discussed above. Higher natural gas production and higher crude oil prices increased earnings by
$36.3 million and $21.6 million, respectively. Higher processing plant revenues ($1.9 million) largely due to
an increase in commodity prices of residual gas and liquids sold at Seneca’s processing plants in the West
Coast region further contributed to an increase in earnings. Lower interest expense ($1.6 million) due to a
lower average amount of debt outstanding and the capitalization of interest further contributed to an increase
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in earnings. In addition, lower general and administrative and other operating expenses ($1.2 million)
increased earnings. The decrease in general and administrative and other operating expenses primarily
reflects variations between actual plugging and abandonment costs incurred versus amounts previously
accrued for such properties. During 2010, actual plugging and abandonment costs incurred were less than
the liability that had been established for such properties, resulting in a gain. The decrease in general and
administrative and other operating expenses also reflects a decrease in bad debt expense. Higher personnel
costs, primarily in the Appalachian region, partially offset these decreases. Lower natural gas prices
($17.7 million) and lower crude oil production ($6.5 million) partially offset the increase in earnings. In
addition, the earnings increases noted above were partially offset by higher depletion expense
($10.0 million), the earnings impact associated with higher income tax expense ($7.2 million), higher lease
operating expenses ($6.1 million), and lower interest income ($0.9 million). The increase in depletion
expense was primarily due to an increase in production and depletable base (largely due to increased capital
spending in the Appalachian region). The increase in income tax expense in 2010 is attributable to the loss of
a domestic production activities deduction for fiscal 2010, the non-recurrence of a Corporate tax benefit
received in the prior year, and higher state income taxes. Lease operating expenses increased due to higher
steaming costs in California, additional production properties related to the acquisition of Ivanhoe Energy’s
United States oil and gas properties in July 2009, an increase in the costs associated with a higher number of
producing properties in the Appalachian region, primarily within the Marcellus Shale, and higher production
taxes. The reduction in interest income was largely due to lower interest rates on cash investment balances.

ENERGY MARKETING
Revenues

Energy Marketing Operating Revenues

Year Ended September 30
2011 2010 2009
(Thousands)
Natural Gas (after Hedging) .. ......................... $284,916  $344,077  $398,205
Other . ... 50 725 116

$284,966  $344,802 $398,321

Energy Marketing Volume
Year Ended September 30
2011 2010 2009
Natural Gas — (MMcl) .. ... . 52,803 58,299 60,858

2011 Compared with 2010

Operating revenues for the Energy Marketing segment decreased $59.8 million in 2011 as compared
with 2010. The decrease primarily reflects a decline in gas sales revenue due largely to a decrease in volume
sold as well as a lower average price of natural gas that was recovered through revenues. The decrease in
volume is largely attributable to the non-recurrence of sales transactions undertaken at the Niagara pipeline
delivery point to offset certain basis risks that the Energy Marketing segment was exposed to under certain
fixed basis commodity purchase contracts for Appalachian production. The decrease in volume also reflects a
decrease in volume sold to low-margin wholesale customers. Such transactions had the effect of increasing
revenue and volume sold with minimal impact to earnings. The decrease in volume sold to wholesale
customers was partially offset by an increase in volume sold to retail customers.

2010 Compared with 2009

Operating revenues for the Energy Marketing segment decreased $53.5 million in 2010 as compared
with 2009. The decrease primarily reflects a decline in gas sales revenue due to a lower average price of
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natural gas that was recovered through revenues, as well as a decrease in volume sold. The decrease in
volume is largely attributable to a decrease in volume sold to low-margin wholesale customers as well as
fewer sales transactions undertaken at the Niagara pipeline delivery point to offset certain basis risks that the
Energy Marketing segment was exposed to under certain fixed basis commodity purchase contracts for
Appalachian production. Such transactions had the effect of increasing revenue and volume sold with
minimal impact to earnings.

Earnings
2011 Compared with 2010

The Energy Marketing segment’s earnings were $8.8 million in both 2011 and 2010. A decrease in
margin of $0.3 million was offset by the positive impact of lower income tax expense ($0.2 million) and
lower operating costs ($0.1 million). The decrease in margin was due to a lower benefit that the Energy
Marketing segment derived from its contracts for storage capacity and the non-recurrence of proceeds
received in 2010 as a member of a class of claimants in a class action litigation settlement, offset somewhat by
higher volume sold to retail customers.

2010 Compared with 2009

The Energy Marketing segment’s earnings in 2010 were $8.8 million, an increase of $1.6 million when
compared with earnings of $7.2 million in 2009. This increase was primarily attributable to higher margin of
$1.4 million combined with lower income tax expense of $0.4 million. The increase in margin was primarily
driven by improved average margins per Mcf, the benefit that the Energy Marketing segment derived from its
contracts for storage capacity, and proceeds received as a member of a class of claimants in a class action
litigation settlement. Higher operating costs of $0.1 million slightly offset the increase in earnings. The
increase in operating expenses was primarily due to a June 2010 accrual for U.S. Customs merchandise
processing fees that may be due for certain past gas imports from Canada, largely offset by lower bad debt
expense.

ALL OTHER AND CORPORATE OPERATIONS

All Other and Corporate operations primarily includes the operations of Seneca’s Northeast Division,
Highland (which was merged into Seneca’s Northeast Division in June 2011), Midstream Corporation,
Horizon Power and corporate operations. Seneca’s Northeast Division markets timber from its New York and
Pennsylvania land holdings. In September 2010, the Company sold its sawmill in Marienville, Pennsylvania
along with the mill's inventory, stumpage tracts and certain land and timber acreage for approximately
$15.8 million. The Company recognized a gain of approximately $0.4 million from this sale ($0.2 million
after tax). The Company continues to maintain a forestry operation, but will no longer be processing lumber
products. Midstream Corporation is a Pennsylvania corporation formed to build, own and operate natural gas
processing and pipeline gathering facilities in the Appalachian region. Horizon Power’s current activity
primarily consists of a 50% equity method investment in ESNE. On November 1, 2010, ESNE stopped all
electricity generation operations. The turbines and other assets are in the process of being sold and/or
dismantled. ESNE generated electricity from an 80-megawatt, combined cycle, natural gas-fired power plant
in North East, Pennsylvania. In February 2011, Horizon Power sold its 50% equity method investments in
Seneca Energy and Model City for $59.4 million. Seneca Energy and Model City generate and sell electricity
using methane gas obtained from landfills owned by outside parties. The sale is the result of the Company’s
strategy to pursue the sale of smaller, non-core assets in order to focus on its core businesses, including the
development of the Marcellus Shale and the expansion of its pipeline business throughout the Appalachian
region. The Company reports income from its equity method investments as Income from Unconsolidated
Subsidiaries on the Consolidated Statements of Income. In September 2010, the Company sold its landfill gas
operations in the states of Ohio, Michigan, Kentucky, Missouri, Maryland and Indiana for $38.0 million,
recognizing a gain of $10.3 million ($6.3 million after tax). The Company’s landfill gas operations were
maintained under the Company’s wholly owned subsidiary, Horizon LFG, which owned
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and operated these short distance landfill gas pipeline companies. These operations are presented in the
Company’s financial statements as discontinued operations. Refer to Item 8 at Note ] — Discontinued
Operations for further details.

Earnings
2011 Compared with 2010

All Other and Corporate operations had income from continuing operations of $30.7 million in 2011
compared with a loss from continuing operations of $1.4 million in 2010. The overall increase in earnings
from continuing operations is due to the gain on the sale of Horizon Power’s investments in Seneca Energy
and Model City of $31.4 million, lower interest expense of $8.4 million (primarily the result of lower
borrowings at a lower interest rate due to the repayment of $200 million of 7.5% notes that matured in
November 2010), higher gathering and processing revenues of $5.1 million (due to an increase in Midstream
Corporation’s gathering and processing revenues) and lower depreciation and depletion expense of $4.6
million (due to a decrease in timber harvested as a result of the sale of the Company’s timber harvesting and
milling operations in September 2010). Lower income tax expense ($0.8 million) further contributed to the
earnings increase. The factors contributing to the overall increase in earnings were partially offset by lower
interest income of $8.1 million (due to lower interest collected from the Company’s Exploration and
Production segment as a result of the aforementioned November 2010 debt repayment), lower margins of
$6.7 million (due to a decrease in timber harvested as a result of the sale of the Company’s timber harvesting
and milling operations in September 2010), higher property, franchise and other taxes of $1.4 million (due to
an increase in capital stock expense recorded during the year ended September 30, 2011 related to fiscal year
2010) and higher operating expenses of $0.9 million (mostly due to an increase in Midstream Corporation’s
operating activities). Additionally, the Company recorded a loss from unconsolidated subsidiaries of $0.5
million during the year ended September 30, 2011 compared to income of $1.6 million during the year ended
September 30, 2010. The change in income (loss) from unconsolidated subsidiaries reflects the sale of Seneca
Energy and Model City combined with the dormancy of ESNE.

2010 Compared with 2009

All Other and Corporate operations had a loss from continuing operations of $1.4 million in 2010
compared with earnings from continuing operations of $0.5 million in 2009. The overall decrease was due to
higher interest expense of $3.8 million (primarily the result of higher borrowings at a higher interest rate due
to the $250 million of 8.75% notes issued in April 2009), higher income tax expense of $3.7 million (due to a
higher effective tax rate), higher depreciation and depletion expense of $2.4 million (mostly attributable to
increased depletion expense due to an increase in timber harvested from Company owned lands), and higher
operating expenses of $1.0 million (mostly attributable to an increase in Midstream Corporation’s operating
activities). In addition, the non-recurrence of a gain resulting from a death benefit on corporate-owned life
insurance policies held by the Company of $2.3 million that occurred during the quarter ended
December 31, 2008 further reduced earnings. The negative earnings impact associated with items mentioned
above were partially offset by higher margins of $6.5 million and higher interest income of $3.1 million. The
increase in margins was mostly attributable to higher margins from log and lumber sales (partially due to the
increase in timber harvested from low cost basis, Company owned lands) coupled with higher revenues from
Midstream Corporation’s gathering operations. The increase in interest income was due to higher
intercompany interest collected from the Company’s other operating segments as a result of the allocation of
the aforementioned April 2009 debt issuance. In addition, during the quarter ended December 31, 2008,
ESNE, an unconsolidated subsidiary of Horizon Power, recorded an impairment charge of $3.6 million,
which did not recur. Horizon Power’s 50% share of the impairment was $1.8 million ($1.1 million on an after
tax basis).

INTEREST INCOME

Interest income was $0.8 million lower in 2011 as compared to 2010. Lower cash investment balances
and interest rates on these balances was the primary factor contributing to this decrease.
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Interest income was $2.0 million lower in 2010 as compared to 2009. Lower interest rates on cash
investment balances was the primary factor contributing to this decrease.

OTHER INCOME

Other income was $3.1 million higher in 2011 as compared to 2010. This increase is attributable to a
$0.5 million gain on corporate-owned life insurance policies recognized during the second quarter of fiscal
2011 and a $0.4 million gain on the sale of Horizon Energy Development recognized during the first quarter
of fiscal 2011. In addition, there was a $2.0 million increase in allowance for funds used during construction
in the Pipeline and Storage segment as well as a $0.3 million gain resulting from the auction of some
remaining timber mill equipment during 2011.

Other income was $4.6 million lower in 2010 as compared to 2009. This decrease is attributable to a
$2.1 million decrease in the allowance for funds used during construction, which is primarily due to the
completion of the Empire Connector project in December 2008. In addition, a death benefit gain on
corporate-owned life insurance policies of $2.3 million recognized during the first quarter of 2009 did not
recur in 2010.

INTEREST CHARGES

Although most of the variances in Interest Charges are discussed in the earnings discussion by segment
above, the following is a summary on a consolidated basis:

Interest on long-term debt decreased $13.6 million in 2011 as compared to 2010. This decrease is
primarily the result of a lower average amount of long-term debt outstanding and slightly lower average
interest rates. The Company repaid $200 million of 7.5% notes that matured in November 2010. In addition,
there was an increase in capitalized interest associated with increased capital expenditures in the Marcellus
Shale area of the Appalachian region, which decreased interest expense by $0.5 million in comparison to
prior year.

Interest on long-term debt increased $7.8 million in 2010 as compared to 2009. The increase in 2010
was primarily the result of a higher average amount of long-term debt outstanding combined with higher
average interest rates. In April 2009, the Company issued $250 million of 8.75% senior, unsecured notes due
in May 2019. This increase was partially offset by the repayment of $100 million of 6% medium-term rotes
that matured in March 2009. In addition, during fiscal 2009, the Exploration and Production segment
significantly increased its capital expenditures related to unproved properties in the Marcellus Shale area of
the Appalachian region. As a result, the Company capitalized interest costs associated with capital
expenditures, which decreased interest expense by $1.1 million.

Other interest charges decreased $2.2 million in 2011 compared to 2010. The decrease is mainly
attributable to a $1.6 million decrease in interest expense on regulatory deferrals (primarily deferred gas
costs) in the Utility segment, and a $0.5 million increase in the allowance for borrowed funds used during
construction resulting from current expansion projects in the Pipeline and Storage segment.

Other interest charges decreased $0.6 million in 2010 compared to 2009. The decrease is mainly
attributable to a $1.4 million decrease in interest expense on regulatory deferrals (primarily deferred gas
costs) in the Utility segment, which was partially offset by a $0.9 million decrease in the allowance for
borrowed funds used during construction resulting from the completion of the Empire Connector in
December 2008.
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CAPITAL RESOURCES AND LIQUIDITY

The primary sources and uses of cash during the last three years are summarized in the following
condensed statement of cash flows:

Sources (Uses) of Cash

Year Ended September 30
2011 2010 2009
(Millions)

Provided by Operating Activities . . ......................... $ 6773 $459.7 $611.8
Capital Expenditures ............. ... (837.6) (455.8) (313.6)
Investment in Subsidiary, Net of Cash Acquired .............. — — (34.9)
Net Proceeds from Sale of Timber Mill and Related Assets ... ... — 15.8 —
Net Proceeds from Sale of Landfill Gas Pipeline Assets ......... — 38.0 —
Net Proceeds from Sale of Unconsolidated Subsidiaries ......... 59.4 — —
Net Proceeds from Sale of Oil and Gas Producing Properties . ... 63.5 — 3.6
Other Investing Activities ............... ...t (2.9 (0.3) 2.8
Reduction of Long-TermDebt . .. .................... ... ... (200.0) — (100.0)
Change in Notes Payable to Banks and Commercial Paper . ..... 40.0 — —
Net Proceeds from Issuance of Long-Term Debt .. ............ — — 247.8
Net Proceeds from Issuance (Repurchase) of Common Stock . . .. (0.6) 26.0 28.2
Dividends Paid on Common Stock ................... ... ... (114.6)  (109.5) (104.2)
Excess Tax (Costs) Benefits Associated with Stock- Based

Compensation Awards .. ......... ... ... (1.2) 13.2 5.9
Net Increase (Decrease) in Cash and Temporary Cash

INVESHMENS . . oo ottt ettt ettt ee et e $(316.7) $ (12.9) $ 3418

OPERATING CASH FLOW

Internally generated cash from operating activities consists of net income available for common stock,
adjusted for non-cash expenses, non-cash income and changes in operating assets and liabilities. Non-cash
items include depreciation, depletion and amortization, impairment of oil and gas producing properties,
impairment of investment in partnership, deferred income taxes and income or loss from unconsolidated
subsidiaries net of cash distributions. Net income available for common stock is also adjusted for the gain on
sale of unconsolidated subsidiaries and the gain on sale of discontinued operations.

Cash provided by operating activities in the Utility and Pipeline and Storage segments may vary
substantially from year to year because of the impact of rate cases. In the Utility segment, supplier refunds,
over- or under-recovered purchased gas costs and weather may also significantly impact cash flow. The
impact of weather on cash flow is tempered in the Utility segment’s New York rate jurisdiction by its WNC
and in the Pipeline and Storage segment by the straight fixed-variable rate design used by Supply Corporation
and Empire.

Cash provided by operating activities in the Exploration and Production segment may vary from period
to period as a result of changes in the commodity prices of natural gas and crude oil as well as changes in
production. The Company uses various derivative financial instruments, including price swap agreements
and futures contracts in an attempt to manage this energy commodity price risk.

Net cash provided by operating activities totaled $677.3 million in 2011, an increase of $217.6 million
compared with the $459.7 million provided by operating activities in 2010. The increase is primarily due to
higher cash receipts from the sale of natural gas production in the Exploration and Production segment.
From a consolidated perspective, the Company’s cash provided by operating activities also increased during
2011 due to income tax refunds received during the year as compared to income taxes paid during 2010.
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Net cash provided by operating activities totaled $459.7 million in 2010, a decrease of $152.1 million

compared with the $611.8 million provided by operating activities in 2009. The decrease is primarily due to
the timing of gas cost recovery in the Utility segment. As gas prices decreased significantly during 2009, the
Company’s Utility segment experienced an over-recovery of gas costs that was reflected in Amounts Payable
to Customers on the Company’s Consolidated Balance Sheet. Since September 30, 2009, the Company has
been refunding that over-recovery to its customers. From a consolidated perspective, higher interest
payments on long-term debt also contributed to the decrease in cash provided by operating activities.

INVESTING CASH FLOW

Expenditures for Long-Lived Assets

The Company’s expenditures from continuing operations for long-lived assets totaled $854.2 million,

$501.4 million and $341.4 million in 2011, 2010 and 2009, respectively. The table below presents these

expenditures:
Year Ended September 30
2011 2010 2009
(Millions)
Utility:
Capital Expenditures ........................ $ 584 $ 58.0 $ 56.2
Pipeline and Storage:
Capital Expenditures ........................ 129.2(1) 37.9 52.5(4)
Exploration and Production:
Capital Expenditures ........................ 648.8(1)(2) 398.2(2)(3) 188.3(3)
Investment in Subsidiary ..................... — — 34.9
All Other and Corporate:
Capital Expenditures ........................ 17.8(1) 7.3(3) 9.8(3)
Eliminations ................................. — — (0.3)(5)
Total Expenditures from Continuing Operations ..  $854.2 $501.4(6) $341.4(6)
(1) Capital expenditures for the Exploration and Production segment for 2011 include $63.5 million of

(2)

3

accrued capital expenditures, the majority of which was in the Appalachian region. Capital expenditures
for the Pipeline and Storage segment for 2011 include $7.3 million of accrued capital expenditures. In
addition, capital expenditures for All Other for 2011 include $1.4 million of accrued capital
expenditures. These amounts have been excluded from the Consolidated Statement of Cash Flows at
September 30, 2011 since they represent non-cash investing activities at that date.

Capital expenditures for the Exploration and Production segment for 2011 exclude $55.5 million of
accrued capital expenditures, the majority of which was in the Appalachian region. This amount was
accrued at September 30, 2010 and paid during the year ended September 30, 2011. This amount was
included in the 2010 capital expenditures shown in the table above, but was excluded from the
Consolidated Statement of Cash Flows at September 30, 2010 since it represented a non-cash investing
activity at that date. This amount has been included in the Consolidated Statement of Cash Flows at
September 30, 2011. '

Capital expenditures for the Exploration and Production segment for 2010 exclude $9.1 million of
accrued capital expenditures, the majority of which was in the Appalachian region. Capital expenditures
for All Other for 2010 exclude $0.7 million of accrued capital expenditures related to the construction of
the Midstream Covington Gathering System. Both of these amounts were accrued at September 30, 2009
and paid during the year ended September 30, 2010. These amounts were included in the 2009 capital
expenditures shown in the table above, but were excluded from the Consolidated Statement of Cash
Flows at September 30, 2009 since they represented non-cash investing activities at that date. These
amounts have been included in the Consolidated Statement of Cash Flows at September 30, 2010.
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(4) Amount for 2009 excludes $16.8 million of accrued capital expenditures related to the Empire
Connector project accrued at September 30, 2008 and paid during the year ended September 30, 2009.
This amount was included in 2008 capital expenditures, but was excluded from the Consolidated
Statement of Cash Flows at September 30, 2008 since it represented a non-cash investing activity at that
date. The amount was included in the Consolidated Statement of Cash Flows at September 30, 2009.

(5) Represents $0.3 million of capital expenditures in the Pipeline and Storage segment for the purchase of
pipeline facilities from the Appalachian region of the Exploration and Production segment during the
quarter ended December 31, 2008.

(6) Excludes expenditures for long-lived assets associated with discontinued operations as follows:
$0.1 million for 2010 and $0.2 million for 2009.

Utility

The majority of the Utility capital expenditures for 2011, 2010 and 2009 were made for replacement of
mains and main extensions, as well as for the replacement of service lines.

Pipeline and Storage

The majority of the Pipeline and Storage segment’s capital expenditures for 2011 and 2010 were made
for additions, improvements, and replacements to this segment’s transmission and gas storage systems. In
addition, the Pipeline and Storage capital expenditures for 2011 include $18.1 million spent on the Line N
Expansion Project, $8.1 million spent on the Lamont Phase 11 Project and $31.8 million spent on the Tioga
County Extension Project, as discussed below. The Pipeline and Storage capital expenditure amounts for
2010 also include $6.0 million spent on the Lamont Project. The majority of the Pipeline and Storage
segment’s capital expenditures for 2009 were related to the Empire Connector project, which was placed into
service on December 10, 2008, as well as for additions, improvements, and replacements to this segment’s
transmission and gas storage systems. The Empire Connector project was completed for a cost of
approximately $192 million. The Company capitalized Empire Connector project costs of $27.3 million for
the year ended September 30, 2009.

Exploration and Production

In 2011, the Exploration and Production segment capital expenditures were primarily well drilling and
completion expenditures and included approximately $595.8 million for the Appalachian region (including
$585.1 million in the Marcellus Shale area), $47.4 million for the West Coast region and $5.6 million for the
Gulf Coast region. These amounts included approximately $199.2 million spent to develop proved
undeveloped reserves. The capital expenditures in the Appalachian region include the Company’s acquisition
of oil and gas properties in the Covington Township area of Tioga County, Pennsylvania from EOG
Resources, Inc. for approximately $24.1 million in November 2010. The Company funded this transaction
with cash from operations.

As the Company has been accelerating its Marcellus Shale development, it has been decreasing its
emphasis in the Gulf Coast region. In March 2011, the Company entered into a purchase and sale agreement
to sell its off-shore oil and natural gas properties in the Gulf of Mexico effective as of January 1, 2011 and
completed the sale in April 2011. The Company received net proceeds of $55.4 million from this sale. Under
the full cost method of accounting for oil and natural gas properties, the sale proceeds were accounted for as
a reduction of capitalized costs. Since the disposition did not significantly alter the relationship between
capitalized costs and proved reserves of oil and gas attributable to the cost center, the Company did not
record any gain or loss from this sale.

In May 2011, the Company sold the Sprayberry property in the West Coast region for $8.1 million.
Under the full cost method of accounting for oil and natural gas properties, the sale proceeds were accounted
for as a reduction of capitalized costs. Since the disposition did not significantly alter the relationship
between capitalized costs and proved reserves of oil and gas attributable to the cost center, the Company did
not record any gain or loss from this sale.
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In 2010, the Exploration and Production segment capital expenditures were primarily well drilling and
completion expenditures and included approximately $355.7 million for the Appalachian region (including
$332.4 million in the Marcellus Shale area), $27.6 million for the West Coast region and $14.9 million for
the Gulf Coast region, the majority of which was for the off-shore program in the shallow waters of the Gulf
of Mexico. These amounts included approximately $28.9 million spent to develop proved undeveloped
reserves. The capital expenditures in the Appalachian region included the Company’s acquisition of two
tracts of leasehold acreage for approximately $71.8 million. The Company acquired these tracts in order to
expand its Marcellus Shale acreage holdings. These tracts, consisting of approximately 18,000 net acres in
Tioga and Potter Counties in Pennsylvania, are geographically similar to the Company’s existing Marcellus
Shale acreage in the area. The transaction closed on March 12, 2010.

In 2009, the Exploration and Production segment’s capital expenditures were primarily well drilling and
completion expenditures and included approximately $138.6 million for the Appalachian region,
$31.4 million for the West Coast region and $18.3 million for the Gulf Coast region, substantially all of
which was for the off-shore program in the shallow waters of the Gulf of Mexico. These amounts included
approximately $24.2 million spent to develop proved undeveloped reserves.

In July 2009, the Company’s wholly-owned subsidiary in the Exploration and Production segment,
Seneca, purchased Ivanhoe Energy’s United States oil and gas operations for approximately $34.9 million (net
of cash acquired). This purchase complements the segment’s existing oil producing assets in the Midway
Sunset Field in California.

All Other and Corporate

In 2011, the majority of the All Other category’s capital expenditures for long-lived assets were primarily
for the construction of Midstream Corporation’s Trout Run Gathering System, as discussed below, as well as
for the expansion of Midstream Corporation’s Covington Gathering System in Tioga County, Pennsylvania.

In 2010 and 2009, the majority of the All Other category’s capital expenditures for long-lived assets were
for the construction of Midstream Corporation’s Covington Gathering System, which was placed in service
during fiscal 2010.

NFG Midstream Trout Run, LLC, a wholly owned subsidiary of Midstream Corporation, is developing a
gathering system in Lycoming County, Pennsylvania. The project, called the Trout Run Gathering System, is
anticipated to be placed in service in January 2012. The system will consist of approximately 26 miles of
backbone and in-field gathering system at a cost of approximately $60 million. As of September 30, 2011, the
Company has spent approximately $15.5 million in costs related to this project.

On September 17, 2010, the Company completed the sale of its sawmill in Marienville, Pennsylvania,
including approximately 23 million board feet of logs and timber consisting of yard inventory along with
unexpired timber cutting contracts and certain land and timber holdings designed to provide the purchaser
with a supply of logs for the mill. Despite this sale, the Company has retained substantially all of its land and
timber holdings, along with mineral rights on land to be sold. The Company will maintain a forestry
operation; however, as part of this change in focus, the Company will no longer be processing lumber
products. The Company received proceeds of approximately $15.8 million from the sale. In addition, the
purchaser assumed approximately $7.4 million in payment obligations under the Company’s timber cutting
contracts with various timber suppliers. There was not a material impact to earnings from this sale.
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Estimated Capital Expenditures

The Company’s estimated capital expenditures for the next three years are:

Year Ended September 30
2012 2013 2014
(Millions)
Utility ..o $ 580 $ 580 $ 580
Pipelineand Storage ............ ... ...t 161.5 1225 312.1
Exploration and Production(1) ................. .. ... .. 858.5 9253 1,014.7
ALLOther . ... 84.8 10.5 10.4

$1,162.8 $1,1163  $1,395.2

(1) Includes estimated expenditures for the years ended September 30, 2012, 2013 and 2014 of
approximately $264 million, $166 million and $20 million, respectively, to develop proved undeveloped
reserves. The Company is committed to developing its proved undeveloped reserves within five years as
required by the SEC’s final rule on Modernization of Oil and Gas Reporting.

Utility

Estimated capital expenditures for the Utility segment in 2012 will be concentrated in the areas of main
and service line improvements and replacements and, to a lesser extent, the purchase of new equipment.

Pipeline and Storage

Estimated capital expenditures for the Pipeline and Storage segment in 2012 will be concentrated on the
construction of new pipeline and compressor stations to support expansion projects, the replacement of
transmission and storage lines, the reconditioning of storage wells and improvements of compressor stations.

In light of the growing demand for pipeline capacity to move natural gas from new wells being drilled in
Appalachia — specifically in the Marcellus Shale producing area — Supply Corporation and Empire are
actively pursuing several expansion projects and paying for preliminary survey and investigation costs, which
are initially recorded as Deferred Charges on the Consolidated Balance Sheet. An offsetting reserve is
established as those preliminary survey and investigation costs are incurred, which reduces the Deferred
Charges balance and increases Operation and Maintenance Expense on the Consolidated Statement of
Income. The Company reviews all projects on a quarterly basis, and if it is determined that it is highly
probable that the project will be built, the reserve is reversed. This reversal reduces Operation and
Maintenance Expense and reestablishes the original balance in Deferred Charges. After the reversal of the
reserve, the amounts remain in Deferred Charges until such time as capital expenditures for the project have
been incurred and activities that are necessary to get the construction project ready for its intended use are in
progress. At that point, the balance is transferred from Deferred Charges to Construction Work in Progress, a
component of Property, Plant and Equipment on the Consolidated Balance Sheet. As of September 30, 2011,
the total amount reserved for the Pipeline and Storage segment’s preliminary survey and investigation costs
was $7.0 million.

Supply Corporation and Empire are moving forward with several projects designed to move anticipated
Marcellus production gas to other interstate pipelines and to markets beyond the Supply Corporation and
Empire pipeline systems.

Supply Corporation has signed a precedent agreement to provide 320,000 Dth/day of firm transportation
capacity in conjunction with its “Northern Access” expansion project. Upon satisfaction of the conditions in
the precedent agreement, Statoil Natural Gas LLC (“Statoil”) will enter into a 20-year firm transportation
agreement for 320,000 Dth/day. This capacity will provide Statoil with a firm transportation path from the
Tennessee Gas Pipeline (“TGP”) 300 Line at Ellisburg to the TransCanada Pipeline at Niagara. This path is
attractive because it provides a route for Marcellus shale gas, principally along the TGP 300 Line in northern
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Pennsylvania, to be transported from the Marcellus supply basin to northern markets. Supply Corporation
filed an application for FERC authorization of the project on March 7, 2011, and received its Certificate on
October 20, 2011. The project facilities involve approximately 9,500 horsepower of additional compression
at Supply Corporation’s existing Ellisburg Station and a new approximately 5,000 horsepower compressor
station in East Aurora, New York, along with other system enhancements including enhancements to the
jointly owned Niagara Spur Loop Line. Service is expected to begin in November 2012. The cost estimate for
the Northern Access expansion is $62 million, all of which is expected to be spent in fiscal 2012 and 2013,
except for approximately $2.4 million already spent through September 30, 2011. These expenditures are
included as Pipeline and Storage segment estimated capital expenditures in the table above. The $2.4 million
spent has been capitalized as Construction Work in Progress.

Another expansion project involves new compression along Supply Corporation’s Line N (“Line N
Expansion Project”), increasing that line’s capacity by 160,000 Dth/day into Texas Eastern’s Holbrook Station
(“TETCO Holbrook”) in southwestern Pennsylvania. The project will allow Marcellus production located in
the vicinity of Line N to flow south and access markets off Texas Eastern’s system. Two service agreements
totaling 160,000 Dth/day of firm transportation have been executed. The FERC issued the NGA Section 7(c)
certificate on December 16, 2010, and the project was placed into service on October 19, 2011. The cost
estimate for the Line N Expansion Project is $20 million. As of September 30, 2011, approximately $18.1
million has been spent on the Line N Expansion Project, all of which has been capitalized as Construction
Work in Progress.

Supply Corporation has also executed a precedent agreement for 150,000 Dth/day of additional capacity
on Line N to TETCO Holbrook and has designed a project for this shipper to be ready for service beginning
November 2012 (“Line N 2012 Expansion Project”). On July 8, 2011, Supply Corporation filed for FERC
authorization to construct the Line N 2012 Expansion Project which consists of an additional 20,620
horsepower of compression at its Buffalo Compressor Station, and the replacement of 4.85 miles of 20” pipe
with 24” pipe, to enhance the integrity and reliability of its system and to create the additional capacity. The
preliminary cost estimate for the Line N 2012 Expansion Project is approximately $30.0 million for the
incremental capacity plus approximately $5.8 million allocated to system replacement. These amounts are
expected to be spent in fiscal 2012, except for approximately $2.4 million already spent through
September 30, 2011. These expenditures are included as Pipeline and Storage segment estimated capital
expenditures in the table above. The Company has determined that it is highly probable that this project will
be built. Accordingly, previous reserves have been reversed and the project costs have been capitalized as
Construction Work in Progress.

Following up on Supply Corporation’s Lamont Project which went into service on June 15, 2010, a
second Lamont expansion (“Lamont Phase II Project”) has been fully subscribed and is now in service.
Supply Corporation has two executed service agreements for the full capacity of this project. With the
addition of 3,400 horsepower of compression at Lamont, 10,000 Dth/day of incremental firm capacity was
placed in service on July 1, 2011, and an additional 40,000 Dth/day commenced on October 1, 2011. As of
September 30, 2011, approximately $8.1 million has been spent on the Lamont Phase 11 project, all of which
has been capitalized.

In addition, Supply Corporation continues to actively pursue its largest planned expansion, the
West-to-East (“W2E”) pipeline project, which is designed to transport locally produced Marcellus natural gas
supplies to the Ellisburg/Leidy/Corning area. Supply Corporation anticipates that the development of the
W2E project will occur in phases. As currently envisioned, the initial phases of W2E, referred to as the “W2E
Overbeck to Leidy” project, are designed to transport at least 425,000 Dth/day, and involves construction of a
new 82-mile pipeline through Elk, Cameron, Clinton, Clearfield and Jefferson Counties to the Leidy Hub,
from Marcellus and other producing areas along over 300 miles of Supply Corporation’s existing pipeline
system. The W2E Overbeck to Leidy project also includes a total of approximately 25,000 horsepower of
compression at two separate stations. The project may be built in phases depending on the development of
Marcellus production along the corridor, with the first facilities expected to go in service in late 2013 or late
2014. :

- 56 -



Following an Open Season that concluded on October 8, 2009, Supply Corporation executed precedent
agreements to provide 125,000 Dth/day of firm transportation on the W2E Overbeck to Leidy project. Supply
Corporation is pursuing post-Open Season capacity requests for the remaining capacity. On March 31, 2010,
the FERC granted Supply Corporation’s request for a pre-filing environmental review of the W2E Overbeck
to Leidy project, and Supply Corporation is in the process of preparing an NGA Section 7(c) application. The
capital cost of the W2E Overbeck to Leidy project is estimated to be $290 million, approximately $264.0
million of which is expected to be spent during the period of fiscal 2012 through 2014. These expenditures
are included as Pipeline and Storage segment estimated capital expenditures in the table above. As of
September 30, 2011, approximately $5.5 million has been spent to study the W2E Overbeck to Leidy project,
which has been included in preliminary survey and investigation charges and has been fully reserved for at
September 30, 2011.

Empire has executed service agreements for all 350,000 Dth/day of incremental firm transportation
capacity in its “Tioga County Extension Project.” This project will transport Marcellus production from new
interconnections at the southern terminus of a 15-mile extension of its Empire Connector line, in Tioga
County, Pennsylvania. Empire’s cost estimate for the Tioga County Extension Project is approximately
$49 million, of which approximately $31.8 million has been spent through September 30, 2011 and has been
capitalized as Construction Work in Progress. The remainder is expected to be spent in fiscal 2012 and is
included as Pipeline and Storage segment estimated capital expenditures in the table above. This project will
enable shippers to deliver their natural gas at existing Empire interconnections with Millennium Pipeline at
Corning, New York, with the TransCanada Pipeline at the Niagara River at Chippawa, and with utility and
power generation markets along its path, as well as to a planned new interconnection with TGP’s 200 Line
(Zone 5) in Ontario County, New York. On August 26, 2010, Empire filed an NGA Section 7(c) application
to the FERC for approval of the project and the FERC issued the certificate on May 19, 2011. Empire has
accepted the certificate, received a FERC Notice to Proceed and on July 7, 2011 commenced construction.
These facilities were placed fully in service on November 22, 2011.

On December 17, 2010, Empire concluded an Open Season for up to 260,000 Dth/day of additional
capacity from Tioga County, Pennsylvania, to TransCanada Pipeline and the TGP 200 Line, as well as
additional short-haul capacity to Millennium Pipeline at Corning (“Central Tioga County Extension”).
Empire is evaluating the substantial market interest resulting from this Open Season, which was for more
than 260,000 Dth/day of capacity, and is studying the facility design that would be necessary to provide the
requested service. The Central Tioga County Extension project may involve up to 25,000 horsepower of
compression at up to three new stations and a 25 mile 24” pipeline extension, at a preliminary cost estimate
of $135 million. These expenditures are included as Pipeline and Storage segment estimated capital
expenditures in the table above. As of September 30, 2011, approximately $0.2 million has been spent to
study the Central Tioga County Extension project, which has been included in preliminary survey and
investigation charges and has been fully reserved for at September 30, 2011.

The Company has largely been financing the Line N Expansion Projects, the Lamont Phase II Project,
the Northern Access expansion project, the W2E Overbeck to Leidy project, and the Tioga County Extension
Projects, all of which are discussed above, with cash from operations. Going forward, while the Company
expects to use cash from operations as the first means of financing these projects, it is expected that the
Company will increase its use of short-term borrowings in fiscal 2012. The Company also plans to issue
additional long-term debt in fiscal 2012.

Exploration and Production

Estimated capital expenditures in 2012 for the Exploration and Production segment include
approximately $808.5 million for the Appalachian region and $50.0 million for the West Coast region. The
Company anticipates drilling 100 to 125 net horizontal wells in the Marcellus Shale during 2012.

Estimated capital expenditures in 2013 for the Exploration and Production segment include
approximately $882.0 million for the Appalachian region and $43.3 million for the West Coast region. The
Company anticipates drilling 110 to 140 net horizontal wells in the Marcellus Shale during 2013.
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Estimated capital expenditures in 2014 for the Exploration and Production segment include
approximately $974.2 million for the Appalachian region and $40.5 million for the West Coast region. The
Company anticipates drilling 140 to 170 net horizontal wells in the Marcellus Shale during 2014.

It is anticipated that these future capital expenditures will be funded with a combination of cash from
operations, short-term borrowings, and long-term debt. Natural gas and crude oil prices combined with
production from existing wells will be a significant factor in determining how much of the capital
expenditures are funded from cash from operations. While the Company expects to use cash from operations
as the first means of financing these expenditures, it is expected that the Company will increase its use of
short-term borrowings in fiscal 2012. The Company also plans to issue additional long-term debt in fiscal
2012.

All Other and Corporate

Estimated capital expenditures in 2012 for the All Other and Corporate category will primarily be for the
construction of anticipated gathering systems, including completing the construction of Midstream
Corporation’s Trout Run Gathering System, as discussed above, and construction of Midstream Corporation’s
Mt. Jewett and Owls Nest Gathering Systems, discussed below.

Midstream Corporation is planning to construct a gathering system in McKean County, Pennsylvania.
The project, called the Mt. Jewett Gathering System, is anticipated to be placed in service in June 2012. The
gathering system will cost approximately $22 million. These expenditures are included as All Other category
estimated capital expenditures in the table above. As of September 30, 2011, the Company has not incurred
any costs related to this project.

Midstream Corporation is also planning to construct a gathering system in Elk County, Pennsylvania.
The project, called the Owls Nest Gathering System, is anticipated to be placed in service in April 2012. The
gathering system will cost approximately $17 million. These expenditures are included as All Other category
estimated capital expenditures in the table above. As of September 30, 2011, the Company has not incurred
any costs related to this project.

The Company anticipates funding the Midstream Corporation projects with cash from operations, short-
term borrowings, and long-term debt. While the Company expects to use cash from operations as the first
means of financing these projects, it is expected that the Company will increase its use of short-term
borrowings in fiscal 2012. The Company also plans to issue additional long-term debt in fiscal 2012.

The Company continuously evaluates capital expenditures and investments in corporations,
partnerships, and other business entities. The amounts are subject to modification for opportunities such as
the acquisition of attractive oil and gas properties, natural gas storage facilities and the expansion of natural
gas transmission line capacities. While the majority of capital expenditures in the Utility segment are
necessitated by the continued need for replacement and upgrading of mains and service lines, the magnitude
of future capital expenditures or other investments in the Company’s other business segments depends, to a
large degree, upon market conditions.

FINANCING CASH FLOW

Consolidated short-term debt increased $40.0 million during the year ended September 30, 2011 and
did not exceed $40.0 million outstanding during the year. The Company continues to consider short-term
debt (consisting of short-term notes payable to banks and commercial paper) an important source of cash for
temporarily financing capital expenditures and investments in corporations and/or partnerships,
gas-in-storage inventory, unrecovered purchased gas costs, margin calls on derivative financial instruments,
exploration and development expenditures, repurchases of stock, and other working capital needs.
Fluctuations in these items can have a significant impact on the amount and timing of short-term debt. At
September 30, 2011, the Company had outstanding commercial paper of $40.0 million and no outstanding
short-term notes payable to banks.
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As for bank loans, the Company maintains a number of individual uncommitted or discretionary lines of
credit with certain financial institutions for general corporate purposes. Borrowings under these lines of
credit are made at competitive market rates. These credit lines, which aggregate to $385.0 million, are
revocable at the option of the financial institutions and are reviewed on an annual basis. The Company
anticipates that these lines of credit will continue to be renewed, or substantially replaced by similar lines.

The total amount available to be issued under the Company’s commercial paper program is
$300.0 million. The commercial paper program is backed by a syndicated committed credit facility totaling
$300.0 million, which commitment extends through September 30, 2013. Under the Company’s committed
credit facility, the Company has agreed that its debt to capitalization ratio will not exceed .65 at the last day
of any fiscal quarter through September 30, 2013. At September 30, 2011, the Company’s debt to
capitalization ratio (as calculated under the facility) was .37. The constraints specified in the committed
credit facility would permit an additional $2.42 billion in short-term and/or long-term debt to be outstanding
(further limited by the indenture covenants discussed below) before the Company’s debt to capitalization
ratio would exceed .65. If a downgrade in any of the Company’s credit ratings were to occur, access to the
commercial paper markets might not be possible. However, the Company expects that it could borrow under
its committed credit facility, uncommitted bank lines of credit or rely upon other liquidity sources, including
cash provided by operations.

Under the Company’s existing indenture covenants, at September 30, 2011, the Company would have
been permitted to issue up to a maximum of $1.77 billion in additional long-term unsecured indebtedness at
then current market interest rates in addition to being able to issue new indebtedness to replace maturing
debt. The Company’s present liquidity position is believed to be adequate to satisfy known demands.
However, if the Company were to experience a significant loss in the future (for example, as a result of an
impairment of oil and gas properties), it is possible, depending on factors including the magnitude of the
loss, that these indenture covenants would restrict the Company’s ability to issue additional long-term
unsecured indebtedness for a period of up to nine calendar months, beginning with the fourth calendar
month following the loss. This would not at any time preclude the Company from issuing new indebtedness
to replace maturing debt.

The Company’s 1974 indenture pursuant to which $99.0 million (or 9.4%) of the Company’s long-term
debt (as of September 30, 2011) was issued, contains a cross-default provision whereby the failure by the
Company to perform certain obligations under other borrowing arrangements could trigger an obligation to
repay the debt outstanding under the indenture. In particular, a repayment obligation could be triggered if
the Company fails (i) to pay any scheduled principal or interest on any debt under any other indenture or
agreement or (i) to perform any other term in any other such indenture or agreement, and the effect of the
failure causes, or would permit the holders of the debt to cause, the debt under such indenture or agreement
to become due prior to its stated maturity, unless cured or waived.

The Company’s $300.0 million committed credit facility also contains a cross-default provision whereby
the failure by the Company or its significant subsidiaries to make payments under other borrowing
arrangements, or the occurrence of certain events affecting those other borrowing arrangements, could
trigger an obligation to repay any amounts outstanding under the committed credit facility. In particular, a
repayment obligation could be triggered if (i) the Company or any of its significant subsidiaries fails to make
a payment when due of any principal or interest on any other indebtedness aggregating $40.0 million or
more or (i) an event occurs that causes, or would permit the holders of any other indebtedness aggregating
$40.0 million or more to cause, such indebtedness to become due prior to its stated maturity. As of
September 30, 2011, the Company did not have any debt outstanding under the committed credit facility.

The Company’s embedded cost of long-term debt was 6.85% at September 30, 2011 and 6.95% at
September 30, 2010. If the Company were to issue 10-year long-term debt today, its borrowing costs might
be expected to be in the range of 4.375% to 5.375%. Refer to “Interest Rate Risk” in this Item for a more
detailed breakdown of the Company’s embedded cost of long-term debt.
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Current Portion of Long-Term Debt at September 30, 2011 consists of $150 million of 6.70% medium-
term notes that matured in November 2011. Currently, the Company expects to refund these medium-term
notes in November 2011 with cash on hand, short-term borrowings and/or long-term debt. In November
2010, the Company repaid $200 million of 7.50% notes that matured on November 22, 2010 that were
classified as Current Portion of Long-Term Debt at September 30, 2010.

The Company may issue debt or equity securities in a public offering or a private placement from time
to time. The amounts and timing of the issuance and sale of debt or equity securities will depend on market
conditions, indenture requirements, regulatory authorizations and the capital requirements of the Company.

OFF-BALANCE SHEET ARRANGEMENTS

The Company has entered into certain off-balance sheet financing arrangements. These financing
arrangements are primarily operating leases. The Company’s consolidated subsidiaries have operating leases,
the majority of which are with the Utility and the Pipeline and Storage segments, having a remaining lease
commitment of approximately $35.0 million. These leases have been entered into for the use of buildings,
vehicles, construction tools, meters and other items and are accounted for as operating leases.

CONTRACTUAL OBLIGATIONS

The following table summarizes the Company’s expected future contractual cash obligations as of
September 30, 2011, and the twelve-month periods over which they occur:

Payments by Expected Maturity Dates
2012 2013 2014 2015 2016 Thereafter Total

(Millions)
Long-Term Debt, including interest expense(1) .. ... $213.2 $304.2 $48.7 $48.7 $48.7 $791.1  $1,4546
Operating Lease Obligations . ... ............... .. $ 57 $ 50 $45 $43 $42 $113 § 350
Purchase Obligations:
Gas Purchase Contracts(2) .................... $2644 $391 $68 $09 $05 $ 01 $ 3118
Transportation and Storage Contracts ........... $ 532 $ 505 $50.2 $50.0 $26.0 $ 113 S 2412
Well Drilling, Hydraulic Fracturing and
Compression Obligations ................... $939 $735 $129 $ — $ — $ — $ 1803
Pipeline and Gathering System Expansion
Projects ....... ... ... ... ... L. $81 % — $ — $ — $ — $ — $ 831
Other ... ... .. ... .. .. ... .. $252 $ 52 $48 $43 $42 $112 $ 549

(1) Refer to Note E — Capitalization and Short-Term Borrowings, as well as the table under Interest Rate
Risk in the Market Risk Sensitive Instruments section below, for the amounts excluding interest expense.

(2) Gas prices are variable based on the NYMEX prices adjusted for basis.

The Company has other long-term obligations recorded on its Consolidated Balance Sheets that are not
reflected in the table above. Such long-term obligations include pension and other post-retirement liabilities,
asset retirement obligations, deferred income tax liabilities, various regulatory liabilities, derivative financial
instrument liabilities and other deferred credits (the majority of which consist of liabilities for non-qualified
benefit plans, deferred compensation liabilities, environmental liabilities, workers compensation liabilities
and liabilities for income tax uncertainties).

The Company has made certain other guarantees on behalf of its subsidiaries. The guarantees relate
primarily to: (i) obligations under derivative financial instruments, which are included on the Consolidated
Balance Sheets in accordance with the authoritative guidance (see Item 7, MD&A under the heading “Critical
Accounting Estimates — Accounting for Derivative Financial Instruments”); (ii) NFR obligations to purchase
gas or to purchase gas transportation/storage services where the amounts due on those obligations each
month are included on the Consolidated Balance Sheets as a current liability; and (iii) other obligations
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which are reflected on the Consolidated Balance Sheets. The Company believes that the likelihood it would
be required to make payments under the guarantees is remote, and therefore has not included them in the
table above.

OTHER MATTERS

In addition to the environmental and other matters discussed in this Item 7 and in Item 8 at Note | —
Commitments and Contingencies, the Company is involved in other litigation and regulatory matters arising
in the normal course of business. These other matters may include, for example, negligence claims and tax,
regulatory or other governmental audits, inspections, investigations or other proceedings. These matters may
involve state and federal taxes, safety, compliance with regulations, rate base, cost of service and purchased
gas cost issues, among other things. While these normal-course matters could have a material effect on
earnings and cash flows in the period in which they are resolved, they are not expected to change materially
the Company’s present liquidity position, nor are they expected to have a material adverse effect on the
financial condition of the Company.

The Company has a tax-qualified, noncontributory defined-benefit retirement plan (Retirement Plan)
that covers a majority of the Company’s employees. The Company has been making contributions to the
Retirement Plan over the last several years and anticipates that it will continue making contributions to the
Retirement Plan. During 2011, the Company contributed $53.6 million to the Retirement Plan. The
Company anticipates that the annual contribution to the Retirement Plan in 2012 will be in the range of
$40.0 million to $50.0 million. Changes in the discount rate, other actuarial assumptions, and asset
performance could ultimately cause the Company to fund larger amounts to the Retirement Plan in 2012 in
order to be in compliance with the Pension Protection Act of 2006. The Company expects that all
subsidiaries having employees covered by the Retirement Plan will make contributions to the Retirement
Plan. The funding of such contributions will come from amounts collected in rates in the Utility and Pipeline
and Storage segments or through short-term borrowings or through cash from operations.

The Company provides health care and life insurance benefits (other post-retirement benefits) for a
majority of its retired employees. The Company has established VEBA trusts and 401(h) accounts for its
other post-retirement benefits. The Company has been making contributions to its VEBA trusts and 401(h)
accounts over the last several years and anticipates that it will continue making contributions to the VEBA
trusts and 401(h) accounts. During 2011, the Company contributed $25.2 million to its VEBA trusts and
401(h) accounts. The Company anticipates that the annual contribution to its VEBA trusts and 401(h)
accounts in 2012 will be in the range of $15.0 million to $25.0 million. The funding of such contributions
will come from amounts collected in rates in the Utility and Pipeline and Storage segments.

As of September 30, 2011, the Company has a federal net operating loss (“NOL”) carryover of $221
million, which expires in varying amounts between 2023 and 2031. Approximately $23 million of this NOL
is subject to certain annual limitations, and $48 million is attributable to excess tax deductions related to
stock based compensation. In addition, the Company has state NOL carryovers in Pennsylvania, California
and New York of $129 million, $62 million and $38 million, respectively, which begin to expire in varying
amounts between 2029 and 2031. No valuation allowance was recorded on the federal or state NOL
carryovers because of management's determination that the amounts will be fully utilized during the
carryforward period.

MARKET RISK SENSITIVE INSTRUMENTS
Energy Commodity Price Risk

The Company, in its Exploration and Production segment, Energy Marketing segment and Pipeline and
Storage segment, uses various derivative financial instruments (derivatives), including price swap agreements
and futures contracts, as part of the Company’s overall energy commodity price risk management strategy.
Under this strategy, the Company manages a portion of the market risk associated with fluctuations in the
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price of natural gas and crude oil, thereby attempting to provide more stability to operating results. The
Company has operating procedures in place that are administered by experienced management to monitor
compliance with the Company’s risk management policies. The derivatives are not held for trading purposes.
The fair value of these derivatives, as shown below, represents the amount that the Company would receive
from, or pay to, the respective counterparties at September 30, 2011 to terminate the derivatives. However,
the tables below and the fair value that is disclosed do not consider the physical side of the natural gas and
crude oil transactions that are related to the financial instruments.

On July 21, 2010, the Dodd-Frank Act was signed into law. The Dodd-Frank Act includes provisions
related to the swaps and over-the-counter derivatives markets. Certain provisions of the Dodd-Frank Act
related to derivatives became effective July 16, 2011, but other provisions related to derivatives will not
become effective until federal agencies (including the Commodity Futures Trading Commission (CFTC),
various banking regulators and the SEC) adopt rules to implement the law. For purposes of the Dodd-Frank
Act, we believe that the Company will be categorized as a non-financial end user of derivatives, that is, as a
non-financial entity that uses derivatives to hedge commercial risk. Nevertheless, the rules that are being
developed could have a significant impact on the Company. For example, banking regulators have proposed
a rule that would require swap dealers and major swap participants subject to their jurisdiction to collect
initial and variation margin from counterparties that are non-financial end users, though such swap dealers
and major swap participants would have the discretion to set thresholds for posting margin (unsecured credit
limits). Regardless of the levels of margin that might be required, concern remains that swap dealers and
major swap participants will pass along their increased capital and margin costs through higher prices and
reductions in thresholds for posting margin. In addition, while the Company expects to be exempt from the
Dodd-Frank Act’s requirement that swaps be cleared and traded on exchanges or swap execution facilities,
the cost of entering into a non-cleared swap that is available as a cleared swap may be greater. The Company
continues to monitor these developments but cannot predict the impact the Dodd-Frank Act may ultimately
have on its operations.

In accordance with the authoritative guidance for fair value measurements, the Company has identified
certain inputs used to recognize fair value as Level 3 (unobservable inputs). The Level 3 derivative net
liabilities relate to oil swap agreements used to hedge forecasted sales at a specific location (southern
California). The Company’s internal model that is used to calculate fair value applies a historical basis
differential (between the sales locations and NYMEX) to a forward NYMEX curve because there is not a
forward curve specific to this sales location. Given the high level of historical correlation between NYMEX
prices and prices at this sales location, the Company does not believe that the fair value recorded by the
Company would be significantly different from what it expects to receive upon settlement.

The Level 3 net liabilities amount to $5.4 million at September 30, 2011 and represent 3.8% of the Total
Net Assets shown in Item 8 at Note F — Fair Value Measurements at September 30, 2011.

The Company uses the crude oil swaps classified as Level 3 to hedge against the risk of declining
commodity prices and not as speculative investments. Gains or losses related to these Level 3 derivative net
liabilities (including any reduction for credit risk) are deferred until the hedged commodity transaction
occurs in accordance with the provisions of the existing guidance for derivative instruments and hedging
activities.

The increase in the net fair value of the Level 3 positions from October 1, 2010 to September 30; 2011,
as shown in Item 8 at Note F, was attributable to a decrease in the commodity price of crude oil relative to
the swap price during that period. The Company believes that these fair values reasonably represent the
amounts that the Company would realize upon settlement based on commodity prices that were present at
September 30, 2011.

The fair value of all of the Company’s Net Derivative Assets was reduced by $2.0 million based upon the
Company’s assessment of counterparty credit risk (for the Company’s derivative assets) and the Company’s
credit risk (for the Company’s derivative liabilities). The Company applied default probabilities to the
anticipated cash flows that it was expecting to receive and pay to its counterparties to calculate the credit
reserve.
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The following tables disclose natural gas and crude oil price swap information by expected maturity
dates for agreements in which the Company receives a fixed price in exchange for paying a variable price as
quoted in various national natural gas publications or on the NYMEX. Notional amounts (quantities) are
used to calculate the contractual payments to be exchanged under the contract. The weighted average
variable prices represent the weighted average settlement prices by expected maturity date as of
September 30, 2011. At September 30, 2011, the Company had not entered into any natural gas or crude oil
price swap agreements extending beyond 2016.

Natural Gas Price Swap Agreements
Expected Maturity Dates
2012 2013 2014 2015 2016 Total

Notional Quantities (EquivalentBef) ............... ... .. 374 242 4.7 0.1 0.1 665
Weighted Average Fixed Rate (perMcf) ................. $5.83 $5.67 $5.90 $5.77 $5.77 $5.78
Weighted Average Variable Rate (per Mcf) ............... $4.32 $4.92 $5.23 $5.58 $5.94 $4.61

Of the total Bef above, 2.1 Bef is accounted for as fair value hedges at a weighted average fixed rate of
$5.41 per Mcf. The remaining 64.4 Bcf are accounted for as cash flow hedges at a weighted average fixed rate
of $5.79 per Mcf.

Crude Oil Price Swap Agreements
Expected Maturity Dates
2012 2013 2014 Total
Notional Quantities (Equivalent bbls) ................. 1,620,000 924,000 192,000 2,736,000
Weighted Average Fixed Rate (perbbl) ............ .... $ 7703 $ 8621 $ 9490.% 81.38
Weighted Average Variable Rate (perbbl) ............. $ 8213 $ 8486 $ 8649.% 8336

At September 30, 2011, the Company would have received from its respective counterparties an
aggregate of approximately $75.1 million to terminate the natural gas price swap agreements outstanding at
that date. The Company would have to pay its respective counterparties an aggregate of approximately
$5.4 million to terminate the crude oil price swap agreements outstanding at September 30, 2011.

At September 30, 2010, the Company had natural gas price swap agreements covering 38.3 Bcf at a
weighted average fixed rate of $6.88 per Mcf. The Company also had crude oil price swap agreements
covering 2,688,000 bbls at a weighted average fixed rate of $69.89 per bbl.

The following table discloses the net contract volume purchased (sold), weighted average contract prices
and weighted average settlement prices by expected maturity date for futures contracts used to manage
natural gas price risk. At September 30, 2011, the Company held no futures contracts with maturity dates
extending beyond 2014.

Futures Contracts

Expected Maturity Dates
2012 2013 2014 Total
Net Contract Volume Purchased (Sold) (EquivalentBef) ............ 1.9 03 0.1(1) 23
Weighted Average Contract Price (perMcf) ....................... $5.11  $5.40 $6.03 $5.14
Weighted Average Settlement Price (perMcf) ..................... $5.32 $5.74 $6.62  $5.36

(1) The Energy Marketing segment has purchased 4 futures contracts (1 contract = 10,000 Dth) for 2014.

At September 30, 2011, the Company had long (purchased) futures contracts covering 8.6 Bef of gas
extending through 2014 at a weighted average contract price of $5.21 per Mcf and a weighted average
settlement price of $4.30 per Mcf. Of this amount, 8.0 Bcf is accounted for as fair value hedges and are used
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by the Company’s Energy Marketing segment to hedge against rising prices, a risk to which this segment is
exposed to due to the fixed price gas sales commitments that it enters into with certain residential,
commercial, industrial, public authority and wholesale customers. The remaining 0.6 Bcf is accounted for as
cash flow hedges used to hedge against rising prices related to anticipated gas purchases for potential
injections into storage. The Company would have had to pay $7.8 million to terminate these futures
contracts at September 30, 2011.

At September 30, 2011, the Company had short (sold) futures contracts covering 6.3 Bef of gas
extending through 2013 at a weighted average contract price of $5.04 per Mcf and a weighted average
settlement price of $4.32 per Mcf. Of this amount, 5.5 Bcf is accounted for as cash flow hedges as these
contracts relate to the anticipated sale of natural gas by the Energy Marketing segment. The remaining 0.8 Bcf
is accounted for as fair value hedges used to hedge against falling prices, a risk to which the Energy
Marketing segment is exposed to due to the fixed price gas purchase commitments that it enters into with its
natural gas suppliers. The Company would have received $4.5 million to terminate these futures contracts at
September 30, 2011.

At September 30, 2010, the Company had long (purchased) futures contracts covering 14.2 Bef of gas
extending through 2013 at a weighted average contract price of $5.47 per Mcf and a weighted average
settlement price of $4.54 per Mcf.

At September 30, 2010, the Company had short (sold) futures contracts covering 6.5 Bef of gas
extending through 2011 at a weighted average contract price of $5.52 per Mcf and a weighted average
settlement price of $4.38 per Mcf.

The Company may be exposed to credit risk on any of the derivative financial instruments that are in a
gain position. Credit risk relates to the risk of loss that the Company would incur as a result of
nonperformance by counterparties pursuant to the terms of their contractual obligations. To mitigate such
credit risk, management performs a credit check, and then on a quarterly basis monitors counterparty credit
exposure. The majority of the Company’s counterparties are financial institutions and energy traders. The
Company has over-the-counter swap positions with eleven counterparties of which ten are in a net gain
position. On average, the Company had $7.6 million of credit exposure per counterparty in a gain position at
September 30, 2011. The maximum credit exposure per counterparty in a gain position at September 30,
2011 was $12.2 million. The Company had not received any collateral from these counterparties at
September 30, 2011 since the Company’s gain position on such derivative financial instruments had not
exceeded the established thresholds at which the counterparties would be required to post collateral, nor had
the counterparties’ credit ratings declined to levels at which the counterparties were required to post
collateral.

As of September 30, 2011, eight of the eleven counterparties to the Company’s outstanding derivative
instrument contracts (specifically the over-the-counter swaps) had a common credit-risk related contingency
feature. In the event the Company’s credit rating increases or falls below a certain threshold (applicable debt
ratings), the available credit extended to the Company would either increase or decrease. A decline in the
Company’s credit rating, in and of itself, would not cause the Company to be required to increase the level of
its hedging collateral deposits (in the form of cash deposits, letters of credit or treasury debt instruments). If
the Company’s outstanding derivative instrument contracts were in a liability position (or if the current
liability were larger) and/or the Company’s credit rating declined, then additional hedging collateral deposits
would be required. At September 30, 2011, the fair market value of the derivative financial instrument assets
with a credit-risk related contingency feature was $51.1 million according to the Company’s internal model
(discussed in Item 8 at Note F — Fair Value Measurements). At September 30, 2011, the fair market value of
the derivative financial instrument liability with a credit-risk related contingency feature was $6.4 million
according to the Company’s internal model (discussed in Item 8 at Note F — Fair Value Measurements). For
its over-the-counter crude oil swap agreements, which are in a liability position, the Company was required
to post $14.2 million in hedging collateral deposits at September 30, 2011. This is discussed in Item 8 at
Note A under Hedging Collateral Deposits.
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For its exchange traded futures contracts which are in a liability position, the Company had posted
$5.5 million in hedging collateral as of September 30, 2011. As these are exchange traded futures contracts,
there are no specific credit-risk related contingency features. The Company posts hedging collateral based on
open positions and margin requirements it has with its counterparties.

The Company’s requirement to post hedging collateral deposits is based on the fair value determined by
the Company’s counterparties, which may differ from the Company’s assessment of fair value. Hedging
collateral deposits may also include closed derivative positions in which the broker has not cleared the cash
from the account to offset the derivative liability. The Company records liabilities related to closed derivative
-positions in Other Accruals and Current Liabilities on the Consolidated Balance Sheet. These liabilities are
relieved when the broker clears the cash from the hedging collateral deposit account. This is discussed in
Item 8 at Note A under Hedging Collateral Deposits.

Interest Rate Risk

The following table presents the principal cash repayments and related weighted average interest rates
by expected maturity date for the Company’s long-term fixed rate debt as well as the other long-term debt of
certain of the Company’s subsidiaries:

Principal Amounts by Expected Maturity Dates

2012 2013 2014 2015 2016 Thereafter Total
(Dollars in millions)
Long-Term Fixed Rate Debt . . ........ $150.0 $2500 $— $— @ $— $649.0 $1,049.0
Weighted Average Interest Rate Paid . . . 6.7% 53% — — — 7.5% 6.9%

Fair Value of Long-Term Fixed Rate
Debt=$1,198.6 .................

RATE AND REGULATORY MATTERS
Utility Operation

Delivery rates for both the New York and Pennsylvania divisions are regulated by the states’ respective
public utility commissions and are changed only when approved through a procedure known as a “rate case.”
Currently neither division has a rate case on file. In both jurisdictions, delivery rates do not reflect the
recovery of purchased gas costs. Prudently-incurred gas costs are recovered through operation of automatic
adjustment clauses, and are collected through a separately-stated “supply charge” on the customer bill.

New York Jurisdiction

Customer delivery rates charged by Distribution Corporation’s New York division were established in a
rate order issued on December 21, 2007 by the NYPSC. The rate order approved a revenue increase of
$1.8 million annually, together with a surcharge that would collect up to $10.8 million to cover expenses for
implementation of an efficiency and conservation incentive program. The rate order further provided for a
return on equity of 9.1%. In connection with the efficiency and conservation program, the rate order
approved a revenue decoupling mechanism. The revenue decoupling mechanism “decouples” revenues from
throughput by enabling the Company to collect from small volume customers its allowed margin on average
weather normalized usage per customer. The effect of the revenue decoupling mechanism is to render the
Company financially indifferent to throughput decreases resulting from conservation. The Company
surcharges or credits any difference from the average weather normalized usage per customer account. The
surcharge or credit is calculated to recover total margin for the most recent twelve-month period ending
December 31, and is applied to customer bills annually, beginning March 1st.

On April 18, 2008, Distribution Corporation filed an appeal with Supreme Court, Albany County,
seeking review of the rate order. The appeal contended, among other things, that the NYPSC improperly
disallowed recovery of certain environmental clean-up costs. Following further appeals, on March 29, 2011,
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the Court of Appeals, the state’s highest court, issued a judgment and opinion in favor of Distribution
Corporation. The matter was remanded to the NYPSC to be implemented consistent with the decision of the
court.

Pennsylvania Jurisdiction

Distribution Corporation’s current delivery charges in its Pennsylvania jurisdiction were approved by
the PaPUC on November 30, 2006 as part of a settlement agreement that became effective January 1, 2007.

Pipeline and Storage

Supply Corporation filed a general rate case with the FERC on October 31, 2011, proposing rate
increases to be effective December 1, 2011. The proposed rates reflect a cost of service of $199.3 million, a
rate base of $441.7 million, and a proposed cost of equity of 13.5% per year. If the FERC accepts the filed
rates, it would typically suspend the effective date of the proposed rate increases for five months, or until
May 1, 2012, when the increased rates will be made effective, subject to refund. If the rates finally approved
at the end of the proceeding exceed the rates that were in effect at October 31, 2011 but are less than the
rates put into effect subject to refund on May 1, 2012, Supply Corporation will be required to refund the
difference between the rates collected subject to refund and the final approved rates, with interest at the
FERC-approved rate. If the rates approved at the end of the proceeding are lower than the rates in effect at
October 31, 2011, the refund obligation will be limited to the difference between the rates in effect at
October 31, 2011 and the rates put into effect subject to refund on May 1, 2012, with interest at the
FERC-approved rate. To the extent the final FERC-approved rates are below those in effect at October 31,
2011, there is no refund for that rate differential. The final FERC-approved rates would be charged to
customers only prospectively, from the date they go into effect.

Empire’s new facilities (the Empire Connector project) were placed into service on December 10, 2008.
As of that date, Empire became an interstate pipeline subject to FERC regulation, performing services under a
FERC-approved tariff and at FERC-approved rates. The December 21, 2006 FERC order issuing Empire its
Certificate of Public Convenience and Necessity requires Empire to file a cost and revenue study at the FERC
following three years of actual operation as an interstate pipeline, in conjunction with which Empire will
either justify Empire’s existing recourse rates or propose alternative rates.

ENVIRONMENTAL MATTERS

The Company is subject to various federal, state and local laws and regulations relating to the protection
of the environment. The Company has established procedures for the ongoing evaluation of its operations to
identify potential environmental exposures and comply with regulatory policies and procedures. It is the
Company’s policy to accrue estimated environmental clean-up costs (investigation and remediation) when
such amounts can reasonably be estimated and it is probable that the Company will be required to incur such
costs. At September 30, 2011, the Company has estimated its remaining clean-up costs related to former
manufactured gas plant sites and third party waste disposal sites will be in the range of $17.2 million to
$21.4 million. The minimum estimated liability of $17.2 million has been recorded on the Consolidated
Balance Sheet at September 30, 2011. The Company expects to recover its environmental clean-up costs
through rate recovery. Other than as discussed in Note I (referred to below), the Company is currently not
aware of any material additional exposure to environmental liabilities. However, changes in environmental
regulations, new information or other factors could adversely impact the Company.

For further discussion refer to Item 8 at Note I — Commitments and Contingencies under the heading
“Environmental Matters.”

Legislative and regulatory measures to address climate change and greenhouse gas emissions are in
various phases of discussion or implementation. Pursuant to an EPA determination, effective January 2011
projects proposing new stationary sources of significant greenhouse gas emissions or major modifications of
existing facilities are required under the federal Clean Air Act to obtain permits covering such emissions. The
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EPA is also considering other regulatory options to regulate greenhouse gas emissions from the energy
industry. In April 2011, the U.S. Senate rejected bills aimed at curbing the authority of the EPA to regulate
greenhouse gas emissions. In addition, the U.S. Congress has from time to time considered bills that would
establish a cap-and-trade program to reduce emissions of greenhouse gases. Legislation or regulation that
restricts carbon emissions could increase the Company’s cost of environmental compliance by requiring the
Company to install new equipment to reduce emissions from larger facilities and/or purchase emission
allowances. International, federal, state or regional climate change and greenhouse gas measures could also
delay or otherwise negatively affect efforts to obtain permits and other regulatory approvals with regard to
existing and new facilities, or impose additional monitoring and reporting requirements. Climate change and
greenhouse gas initiatives, and incentives to conserve energy or use alternative energy sources, could also
reduce demand for oil and natural gas. But legislation or regulation that sets a price on or otherwise restricts
carbon emissions could also benefit the Company by increasing demand for natural gas, because substantially
fewer carbon emissions per Btu of heat generated are associated with the use of natural gas than with certain
alternate fuels such as coal and oil. The effect (material or not) on the Company of any new legislative or
regulatory measures will depend on the particular provisions that are ultimately adopted.

NEW AUTHORITATIVE ACCOUNTING AND FINANCIAL REPORTING GUIDANCE

In May 2011, the FASB issued authoritative guidance regarding fair value measurement as a joint project
with the IASB. The objective of the guidance was to bring together as closely as possible the fair value
measurement and disclosure guidance issued by the two boards. The guidance includes a few updates to
measurement guidance and some enhanced disclosure requirements. For all Level 3 fair value measurements,
the guidance requires quantitative information about significant unobservable inputs used and a description
of the valuation processes in place. The guidance also requires a qualitative discussion about the sensitivity of
recurring Level 3 fair value measurements and information about any transfers between Level 1 and Level 2
of the fair value hierarchy. The new guidance also contains a requirement that all fair value measurements,
whether they are recorded on the balance sheet or disclosed in the footnotes, be classified as Level 1, Level 2
or Level 3 within the fair value hierarchy. This authoritative guidance will be effective as of the Company’s
second quarter of fiscal 2012. The Company is currently evaluating the impact that adoption of this
authoritative guidance will have on its consolidated financial statement disclosures.

In June 2011, the FASB issued authoritative guidance regarding the presentation of comprehensive
income. The new guidance allows companies only two choices for presenting net income and other
comprehensive income: in a single continuous statement, or in two separate, but consecutive, statements.
The guidance eliminates the current option to report other comprehensive income and its components in the
statement of changes in equity. This authoritative guidance will be effective as of the Company’s first quarter
of fiscal 2013 and is not expected to have a significant impact on the Company’s financial statements.

In September 2011, the FASB issued revised authoritative guidance that simplifies the testing of goodwill
for impairment. The revised guidance allows companies the option to perform a “qualitative” assessment to
determine whether further impairment testing is necessary. The revised authoritative guidance is required to
be effective for the Company’s annual impairment test performed in fiscal 2013. However, early adoption is
permitted. The Company did not use the revised authoritative guidance in performing its annual impairment
test for fiscal 2011.

EFFECTS OF INFLATION

Although the rate of inflation has been relatively low over the past few years, the Company’s operations
remain sensitive to increases in the rate of inflation because of its capital spending and the regulated nature
of a significant portion of its business.

SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS

The Company is including the following cautionary statement in this Form 10-K to make applicable and
take advantage of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 for any
forward-looking statements made by, or on behalf of, the Company. Forward-looking statements include
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statements concerning plans, objectives, goals, projections, strategies, future events or performance, and
underlying assumptions and other statements which are other than statements of historical facts. From time
to time, the Company may publish or otherwise make available forward-looking statements of this nature. All
such subsequent forward-looking statements, whether written or oral and whether made by or on behalf of
the Company, are also expressly qualified by these cautionary statements. Certain statements contained in
this report, including, without limitation, statements regarding future prospects, plans, objectives, goals,
projections, estimates of oil and gas quantities, strategies, future events or performance and underlying
assumptions, capital structure, anticipated capital expenditures, completion of construction projects,
projections for pension and other post-retirement benefit obligations, impacts of the adoption of new
accounting rules, and possible outcomes of litigation or regulatory proceedings, as well as statements that are
identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends, plans,”
“predicts,” “projects,” “believes,” “seeks,” “will,” “may,” and similar expressions, are “forward-looking
statements” as defined in the Private Securities Litigation Reform Act of 1995 and accordingly involve risks
and uncertainties which could cause actual results or outcomes to differ materially from those expressed in
the forward-looking statements. The Company’s expectations, beliefs and projections are expressed in good
faith and are believed by the Company to have a reasonable basis, but there can be no assurance that
management’s expectations, beliefs or projections will result or be achieved or accomplished. In addition to
other factors and matters discussed elsewhere herein, the following are important factors that, in the view of
the Company, could cause actual results to differ materially from those discussed in the forward-looking
statements:

” o« » » o«

1. Factors affecting the Company’s ability to successfully identify, drill for and produce economically
viable natural gas and oil reserves, including among others geology, lease availability, title disputes,
weather conditions, shortages, delays or unavailability of equipment and services required in drilling
operations, insufficient gathering, processing and transportation capacity, the need to obtain
governmental approvals and permits, and compliance with environmental laws and regulations;

2. Changes in laws, regulations or judicial interpretations to which the Company is subject, including
those involving derivatives, taxes, safety, employment, climate change, other environmental matters,
real property, and exploration and production activities such as hydraulic fracturing;

3. Uncertainty of oil and gas reserve estimates;

4. Significant differences between the Company’s projected and actual production levels for natural gas or
oil;
5. Changes in the price of natural gas or oil,

6. Changes in the availability, price or accounting treatment of derivative financial instruments;

7. Governmental/regulatory actions, initiatives and proceedings, including those involving rate cases
(which address, among other things, allowed rates of return, rate design and retained natural gas),
environmental/safety requirements, affiliate relationships, industry structure, and franchise renewal;

8. Delays or changes in costs or plans with respect to Company projects or related projects of other
companies, including difficulties or delays in obtaining necessary governmental approvals, permits or
orders or in obtaining the cooperation of interconnecting facility operators;

9. Financial and economic conditions, including the availability of credit, and occurrences affecting the
Company’s ability to obtain financing on acceptable terms for working capital, capital expenditures and
other investments, including any downgrades in the Company’s credit ratings and changes in interest
rates and other capital market conditions;

10. Changes in economic conditions, including global, national or regional recessions, and their effect on
the demand for, and customers’ ability to pay for, the Company’s products and services;

11. The creditworthiness or performance of the Company’s key suppliers, customers and counterpatrties;
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12. Economic disruptions or uninsured losses resulting from major accidents, fires, severe weather,
natural disasters, terrorist activities, acts of war, cyber attacks or pest infestation;

13. Changes in price differential between similar quantities of natural gas at different geographic locations,
and the effect of such changes on the demand for pipeline transportation capacity to or from such
locations;

14. Other changes in price differentials between similar quantities of oil or natural gas having different
quality, heating value, geographic location or delivery date;

15. Impairments under the SEC’s full cost ceiling test for natural gas and oil reserves,

16. Significant differences between the Company’s projected and actual capital expenditures and operating
expenses;

17. Changes in actuarial assumptions, the interest rate environment and the return on plan/trust assets
related to the Company’s pension and other post-retirement benefits, which can affect future funding
obligations and costs and plan liabilities;

18. Changes in demographic patterns and weather conditions;

19. The cost and effects of legal and administrative claims against the Company or activist shareholder
campaigns to effect changes at the Company;

20. Increasing health care costs and the resulting effect on health insurance premiums and on the
obligation to provide other post-retirement benefits; or

21. Increasing costs of insurance, changes in coverage and the ability to obtain insurance.

The Company disclaims any obligation to update any forward-looking statements to reflect events or
circumstances after the date hereof.

Industry and Market Information

The industry and market data used or referenced in this report are based on independent industry
publications, government publications, reports by market research firms or other published independent
sources. Some industry and market data may also be based on good faith estimates, which are derived from
the Company’s review of internal information, as well as the independent sources listed above. Independent
industry publications and surveys generally state that they have obtained information from sources believed
to be reliable, but do not guarantee the accuracy and completeness of such information. While the Company
believes that each of these studies and publications is reliable, the Company has not independently verified
such data and makes no representation as to the accuracy of such information. Forecasts in particular may
prove to be inaccurate, especially over long periods of time. Similarly, while the Company believes its
internal information is reliable, such information has not been verified by any independent sources, and the
Company makes no assurances that any predictions contained herein will prove to be accurate.

Item 7A Quantitative and Qualitative Disclosures About Market Risk

Refer to the “Market Risk Sensitive Instruments” section in Item 7, MD&A.
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Item 8 Financial Statements and Supplementary Data

Index to Financial Statements

_P:.:gs
Financial Statements:
Report of Independent Registered Public Accounting Firm . ................................. 71
Consolidated Statements of Income and Earnings Reinvested in the Business, three years ended
September 30, 2011 . ... 72
Consolidated Balance Sheets at September 30,2011and 2010 ......... ... ... ... ... ... ..... 73
Consolidated Statements of Cash Flows, three years ended September 30,2011 ................. 74
Consolidated Statements of Comprehensive Income, three years ended September 30,2011 ........ 75
Notes to Consolidated Financial Statements ............. ... ... ... .. ... 76
Financial Statement Schedules:
For the three years ended September 30, 2011
Schedule 11 — Valuation and Qualifying Accounts . ........ ... ... .. ... ... . ... ... ..., 130

All other schedules are omitted because they are not applicable or the required information is shown in
the Consolidated Financial Statements or Notes thereto.

Supplementary Data

Supplementary data that is included in Note M — Quarterly Financial Data (unaudited) and
Note O — Supplementary Information for Oil and Gas Producing Activities (unaudited), appears under this
Item, and reference is made thereto.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of National Fuel Gas Company:

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in
all material respects, the financial position of National Fuel Gas Company and its subsidiaries at
September 30, 2011 and 2010, and the results of their operations and their cash flows for each of the three
years in the period ended September 30, 2011 in conformity with accounting principles generally accepted in
the United States of America. In addition, in our opinion, the financial statement schedule listed in the
accompanying index presents fairly, in all material respects, the information set forth therein when read in
conjunction with the related consolidated financial statements. Also in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of September 30,
2011, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management is responsible
for these financial statements and financial statement schedule, for maintaining effective internal control over
financial reporting and for its assessment of the effectiveness of internal control over financial reporting,
included in Management's Report on Internal Control over Financial Reporting appearing under
Item 9A. Our responsibility is to express opinions on these financial statements, on the financial statement
schedule, and on the Company’s internal control over financial reporting based on our integrated audits. We
conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement and whether effective internal
control over financial reporting was maintained in all material respects. Our audits of the financial statements
included examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting
included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. Our audits also included performing such other procedures as we considered
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

PRICEWATERHOUSECOOPERS LLP

Buffalo, New York
November 23, 2011
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NATIONAL FUEL GAS COMPANY

CONSOLIDATED STATEMENTS OF INCOME AND EARNINGS
REINVESTED IN THE BUSINESS
Year Ended September 30

2011 2010 2009

(Thousands of dollars, except per common
share amounts)

INCOME
OperatingRevenues . . .. ........... ... ... ............... $ 1,778,842 $ 1,760,503 $ 2,051,543
Operating Expenses

Purchased Gas . ......... ... .. i 628,732 658,432 997,216

Operation and Maintenance .............................. 400,519 394,569 401,200

Property, Franchise and Other Taxes ....................... 81,902 75,852 72,102

Depreciation, Depletion and Amortization . .. ................ 226,527 191,199 170,620

Impairment of Oil and Gas Producing Properties ............. — — 182,811

1,337,680 1,320,052 1,823,949

OperatingIncome .......... .. ... ... .. ... ... .. . . ... 441,162 440,451 227,594
Other Income (Expense):

Income (Loss) from Unconsolidated Subsidiaries ............. (759) 2,488 3,366

Gain on Sale of Unconsolidated Subsidiaries ................. 50,879 — —

Impairment of Investment in Partnership ................... — —_ (1,804)

Other Income .. ... ... e 6,706 3,638 8,200

Interest Income . ........ ... . . ... 2,916 3,729 5,776

Interest Expense on Long-Term Debt . ...................... (73,567) (87,190) (79,419)

Other Interest EXpense . .................couuueuuaeinnn... (4,554) (6,756) (7,370)
Income from Continuing Operations Before Income Taxes . . . .. 422,783 356,360 156,343

Income Tax Expense . ....... ... .. ... ... ... ... .. ... .. ... 164,381 137,227 52,859
Income from Continuing Operations . ...................... 258,402 219,133 103,484
Discontinued Operations:

Income (Loss) from Operations, Netof Tax ................. — 470 (2,776)

Gain on Disposal, Netof Tax ............................. — 6,310 —
Income (Loss) from Discontinued Operations, Net of Tax . . ... —_— 6,780 2,776)
Net Income Available for Common Stock . ... ............... 258,402 225,913 100,708
EARNINGS REINVESTED IN THE BUSINESS
Balance at Beginningof Year . .............. ... ... ... ...... 1,063,262 948,293 953,799

1,321,664 1,174,206 1,054,507

Adoption of Authoritative Guidance for Defined Benefit Pension

and Other Post-Retirement Plans . ......................... _— — (804)
Dividends on Common Stock . .. ... . . (115,642) (110,944) (105,410)
Balanceat Endof Year ............. .. ... . ... ... .. ... .... $ 1,206,022 $ 1,063,262 $ 948,293
Earnings Per Common Share:
Basic:

Income from Continuing Operations . ...................... $ 313 § 270 % 1.29

Income (Loss) from Discontinued Operations . ... ............ —_ 0.08 (0.03)
Net Income Available for Common Stock ... ................ $ 313 % 278 % 1.26
Diluted:

Income from Continuing Operations ....................... $ - 3.09 % 265 % 1.28

Income (Loss) from Discontinued Operations . ............... — 0.08 (0.03)
Net Income Available for Common Stock ... .............. .. $ 3.09 % 273 % 1.25
Weighted Average Common Shares Outstanding:

Used in Basic Calculation ................................ 82,514,015 81,380,434 79,649,965

Used in Diluted Calculation ... .......... ... ... .......... 83,670,802 82,660,598 80,628,685

See Notes to Consolidated Financial Statements
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NATIONAL FUEL GAS COMPANY
CONSOLIDATED BALANCE SHEETS

ASSETS

Property, Plant and EQUEPIENE . ... .. ... oottt otu ittt
Less — Accumulated Depreciation, Depletion and Amortization . . ...........oviiii e

Current Assets

Cash and Temporary Cash INVESIMENES . . ... ..o outtu ottt
Hedging Collateral DEPOSIES . . ... ... ..ottt et et b h e
Receivables — Net of Allowance for Uncollectible Accounts of $31,039 and $30,961, Respectively ....................
Unbilled ULty REVETIUE . . .+« ..ottt ittt e e e e en e e et st st e st
Gas Stored UNAErZrOUNA . ... ... ou.ooin ettt ettt s et
Materials and Supplies — At AVETAE COSL . . - . .+« .ot uete ot st st et e

Other Current Assets

Deferred INCOME TAXES . . . oo oottt e e e ettt e et et e e e e e

Other Assets

RECOVETADIE FULUTE TAXES . « « . .o e v evte e et e e e e e et e e e a e et e
Unamortized Debt EXPEIISE . . . ..ot vnot ettt e e e e et e
Other REGUIALOTY ASSELS . . . . ...« ees st er ittt e st ettt st n s

Deferred Charges . . .
Other Investments . .

Investments in Unconsolidated Subsidiaries . ............ ..o .t

Goodwill .........

Fair Value of Derivative Financial INSIIUIMENES . . .. ..ottt ittt ettt

Other ............

Total Assets ..........

Capitalization:

CAPITALIZATION AND LIABILITIES

Comprehensive Shareholders’ Equity
Common Stock, $1 Par Value
Authorized — 200,000,000 Shares; Issued and Outstanding — 82,812,677 Shares and 82,075,470 Shares, Respectively ... ..

Paid In Capital .......

Earnings Reinvested in the BUSIMESS . . . ..ottt oottt

Total Common Shareholders’ Equity Before Items of Other Comprehensive 1L.oss ..........oveeirinrrereenerns
Accumulated Other COmMPreRensive LOSS .. ... ... tvrtun ettt et

Total Comprehensive Shareholders’ EQUILY . . ... . ... ooitriiiiit e
Long-Term Debt, Net of Current POTTOM « - o o o o ottt e e e e e e e et e et e

Total Capitalization . ..

Current and Accrued Liabilities

Notes Payable to Banks and Commercial PAPer . ...........oo ittt :

Current Portion of Long-Term Debt ... ... ... truinaatn e

Accounts Payable .. ..

Amounts Payable t0 CUSIOMEIS . ... ...\ ottt ittt oot te sttt s e et

Dividends Payable . . ..

Interest Payable on Long-Term Debt ... ... oooiiiiiiii

Customer Advances . . .

CUSLOMET SECUTILY DEPOSIES . . . .« ..o vt oot ettt e et e bt s e et
Other Accruals and Current LIbilities . . ... ... ..ottt
Fair Value of Derivative Financial INSIIIIMENES . . .. ...ttt ittt ettt

Deferred Credits
Deferred Income Taxes

Taxes Refundable 10 CUSIOIMETS . . . .« .« o u o e e e e et o ettt e e e et a e st re e
Unamortized Investment Tax Credit ... ... ...onuoon oottt e e
Cost of Removal Regulatory Liability . .. .. ...ooooirtiiii e
Other Regulatory LIabilities . ... ... ... otorertin et
Pension and Other Post-Retirement Liabilities . ... ... .. ... oo
Asset Retirement OBIGAtOMS . . ... ... tun ettt e

Other Deferred Credits

Commitments and CONUNMGENCIES . . . ... ... ..ottt e ettt

Total Capitalization and Liabilities ... ................ oo

See Notes to Consolidated Financial Statements
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At September 30
2011 2010
(Thousands of
dollars)
$5,646,918 $5,637,498
1,646,394 2,187,269
4,000,524 3,450,229
80,428 397,171
19,701 11,134
131,885 132,136
17,284 20,920
54,325 48,584
27,932 24,987
38,334 115,969
15,423 24,476
385,312 775,377
144,377 149,712
10,571 12,550
574,644 542,801
5,552 9,646
79,365 77,839
1,306 14,828
5,476 5,476
76,085 65,184
1,530 1,983
898,906 880,019
$5,284,742  $5,105,625
$ 82813 $ 82075
650,749 645,619
1,206,022 1,063,262
1,939,584 1,790,956
(47,699) (44,985)
1,891,885 1,745,971
899,000 1,049,000
2,790,885 2,794,971
40,000 —_
150,000 200,000
126,709 89,677
15,519 38,109
29,399 28,316
25,512 30,512
19,643 27,638
17,321 18,320
04,787 71,592
9,728 20,160
528,618 524,324
955,384 800,758
65,543 69,585
2,586 3,288
135,940 124,032
94,684 89,334
481,520 446,082
75,731 101,618
153,851 151,633
1,965,239 1,786,330
$5,284,742  $5,105,625




NATIONAL FUEL GAS COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities
Net Income Available for Common Stock ............. ... ... .... ... ... ...
Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:
Gain on Sale of Unconsolidated Subsidiaries . .. ....................... ... .. ..
Gain on Sale of Discontinued Operations ........................... ... ...
Impairment of Oil and Gas Producing Properties .......................... ...
Depreciation, Depletion and Amortization .................. ... ... ... .. ...
Deferred Income Taxes ........................ ... i
(Income) Loss from Unconsolidated Subsidiaries, Net of Cash Distributions . . . . . . .
Impairment of Investment in Partnership ........... .. ... ... ... ... . ... ... .
Excess Tax Costs (Benefits) Associated with Stock-Based Compensation Awards . . .
Other .. ...
Change in:
Hedging Collateral Deposits . ........................ ... ...,
Receivables and Unbilled Utility Revenue .......................... ... ... .
Gas Stored Underground and Materials and Supplies . .......................
Unrecovered Purchased Gas Costs . . .....................................
Prepayments and Other Current Assets . ..................................
Accounts Payable ............... ... . ...
Amounts Payable to Customers ................. ... .. ... ... .
Customer Advances ..................... ... .
Customer Security Deposits . ... ..............oouuiiieenin
Other Accruals and Current Liabilities ............................... .. ..
Other Assets ................. oo

Net Cash Provided by Operating Activities . ..................... ... . ... .. . ..

Investing Activities
Capital Expenditures .......... .. ... ... ... .. .. .
Investment in Subsidiary, Net of Cash Acquired . ..................... ... .. ...
Net Proceeds from Sale of Unconsolidated Subsidiaries .. ................. ... ..
Net Proceeds from Sale of Timber Mill and Related Assets . ................... ..
Net Proceeds from Sale of Landfill Gas Pipeline Assets ........................
Net Proceeds from Sale of Oil and Gas Producing Properties . ...................
Other ... ...

Net Cash Used in Investing Activities .......................... ... .. ... . ..

Financing Activities
Change in Notes Payable to Banks and Commercial Paper .................. ...
Excess Tax (Costs) Benefits Associated with Stock-Based Compensation Awards . . .
Net Proceeds from Issuance of Long-Term Debt . ... .................. ... .. ...
Reduction of Long-Term Debt .. ............................... ... ... ...
Net Proceeds from Issuance (Repurchase) of Common Stock ................. ..
Dividends Paid on Common Stock .................. ... ... ... . ... .. .. . . ...

Net Cash Provided By (Used in) Financing Activities ............... .. ... .. . ..

Net Increase (Decrease) in Cash and Temporary Cash Investments .. ... ... ... ..
Cash and Temporary Cash Investments At Beginning of Year .............. . ...

Cash and Temporary Cash Investments At Endof Year ................. .. . . ..

Supplemental Disclosure of Cash Flow Information
Cash Paid For:
Interest ...

See Notes to Consolidated Financial Statements
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Year Ended September 30

2011 2010

2009

(Thousands of dollars)

(50,879) — —
— (10,339 —
— — 182811
226,527 191,809 173,410
164,251 134,679 (2,521)
5,037 112 (466)
— — 1,804
1,224 (13,207)  (5,927)
10,614 9,108 19,829
(8,567) (10,286) (847)
3,887 10,262 47,658
(9,934) 6,546 43,598
— — 37,708
76,411  (34,288) 2,921
37,032 8,047  (61,149)
(22,590) (67,669) 103,025
(7,995) 3,083 (8,462)
(999) 890 3,383
1,658 (3,649) 13,676
17,006 7,237 (35,140)
(23,799 1,442 (4,20D)
677,286 459,695 611,818
(837,612) (455,764) (313,633)
— —  (34,933)
59,365 — —
— 15,770 —
— 38,000 —
63,501 — 3,643
(2,908) (251)  (2,806)
(717,654) (402,245) (347,729)
40,000 — —
(1,224) 13,207 5,927
— — 247,780
(200,000) — (100,000)
(592) 26,057 28,176
(114,559) (109,596) (104,158)
(276,375) (70,332) 77,725
(316,743) (12,882) 341814
397,171 410,053 68,239

$ 80,428 $ 397,171 $ 410,053

$ 81966 $ 93333 $ 75,640

$ (63,105)% 30,975 $ 40,638




NATIONAL FUEL GAS COMPANY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net Income Available for Common Stock .. ....... ... ... it

Other Comprehensive Income (Loss), Before Tax:
Decrease in the Funded Status of the Pension and Other Post-Retirement
Benefit Plans .. ... ...ttt
Reclassification Adjustment for Amortization of Prior Year Funded Status
of the Pension and Other Post-Retirement Benefit Plans ............
Foreign Currency Translation Adjustment .........................
Unrealized Loss on Securities Available for Sale Arising During the
Period ... oo e
Unrealized Gain on Derivative Financial Instruments Arising During the
Period ... e
Reclassification Adjustment for Realized Gains on Derivative Financial
Instruments in NetIncome . ........... ... ...

Other Comprehensive Loss, Before Tax ...........................

Income Tax Benefit Related to the Decrease in the Funded Status of the
Pension and Other Post-Retirement Benefit Plans .................
Reclassification Adjustment for Income Tax Benefit Related to the
Amortization of the Prior Year Funded Status of the Pension and
Other Post-Retirement BenefitPlans ... .......... ... ... .. .....
Income Tax Benefit Related to Unrealized Loss on Securities Available
for Sale Arising During the Period .................... ... ..o
Income Tax Expense Related to Unrealized Gain on Derivative Financial
Instruments Arising During the Period ..........................
Reclassification Adjustment for Income Tax Expense on Realized Gains
on Derivative Financial Instruments in Net Income . ...............

Income Taxes — Net .. ...ttt
Other Comprehensive Loss .. .......... ..ot

Comprehensive Income ...

Year Ended September 30

2011 2010 2009

(Thousands of dollars)
$258,402 $225,913 $ 100,708

(24,172) (30,155)  (71,771)

8,536 5,000 1,008
51 53 (33)

(1,199) (2,195) (6,118)
30,238 65,366 119,210

(15,485) (41,320) (114,380)

(2,031)  (3,251)  (72,084)

(8,735) (11,379)  (27,082)

3,221 1,887 380
(453) (831) (2,311
12,836 26,628 48,293

(6,186) (16,967)  (46,005)

683 (662)  (26,725)

(2,714) (2,589)  (45,359)

$255,688 $223,324 $ 55,349

See Notes to Consolidated Financial Statements
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NATIONAL FUEL GAS COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A — Summary of Significant Accounting Policies
Principles of Consolidation

The Company consolidates all entities in which it has a controlling financial interest. The equity method
is used to account for entities in which the Company has a non-controlling financial interest. All significant
intercompany balances and transactions are eliminated. The Company uses proportionate consolidation
when accounting for drilling arrangements related to oil and gas producing properties accounted for under
the full cost method of accounting.

The preparation of the consolidated financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Reclassification

Certain prior year amounts have been reclassified to conform with current year presentation. This
includes the reclassification of accrued capital expenditures of $55.5 million from Accounts Payable to Other
Accruals and Current Liabilities on the Consolidated Balance Sheet at September 30, 2010. This
reclassification did not impact the Consolidated Statement of Income or the Consolidated Statement of Cash
Flows for any of the periods presented.

Regulation

The Company is subject to regulation by certain state and federal authorities. The Company has
accounting policies which conform to GAAP, as applied to regulated enterprises, and are in accordance with
the accounting requirements and ratemaking practices of the regulatory authorities. Reference is made to
Note C — Regulatory Matters for further discussion.

Revenue Recognition

The Company’s Utility segment records revenue as bills are rendered, except that service supplied but
not billed is reported as unbilled utility revenue and is included in operating revenues for the year in which
service is furnished.

The Company’s Energy Marketing segment records revenue as bills are rendered for service supplied on
a monthly basis.

The Company’s Pipeline and Storage segment records revenue for natural gas transportation and storage
services. Revenue from reservation charges on firm contracted capacity is recognized through equal monthly
charges over the contract period regardless of the amount of gas that is transported or stored. Commodity
charges on firm contracted capacity and interruptible contracts are recognized as revenue when physical
deliveries of natural gas are made at the agreed upon delivery point or when gas is injected or withdrawn
from the storage field. The point of delivery into the pipeline or injection or withdrawal from storage is the
point at which ownership and risk of loss transfers to the buyer of such transportation and storage services.

The Company’s Exploration and Production segment records revenue based on entitlement, which
means that revenue is recorded based on the actual amount of gas or oil that is delivered to a pipeline and the
Company’s ownership interest in the producing well. If a production imbalance occurs between what was
supposed to be delivered to a pipeline and what was actually produced and delivered, the Company accrues
the difference as an imbalance.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Allowance for Uncollectible Accounts

The allowance for uncollectible accounts is the Company’s best estimate of the amount of probable
credit losses in the existing accounts receivable. The allowance is determined based on historical experience,
the age and other specific information about customer accounts. Account balances are charged off against the
allowance twelve months after the account is final billed or when it is anticipated that the receivable will not
be recovered.

Regulatory Mechanisms

The Company’s rate schedules in the Utility segment contain clauses that permit adjustment of revenues
to reflect price changes from the cost of purchased gas included in base rates. Differences between amounts
currently recoverable and actual adjustment clause revenues, as well as other price changes and pipeline and
storage company refunds not yet includable in adjustment clause rates, are deferred and accounted for as
either unrecovered purchased gas costs or amounts payable to customers. Such amounts are generally
recovered from (or passed back to) customers during the following fiscal year.

Estimated refund liabilities to ratepayers represent management’s current estimate of such refunds.
Reference is made to Note C — Regulatory Matters for further discussion.

The impact of weather on revenues in the Utility segment’s New York rate jurisdiction is tempered by a
WNC, which covers the eight-month period from October through May. The WNC is designed to adjust the
rates of retail customers to reflect the impact of deviations from normal weather. Weather that is warmer
than normal results in a surcharge being added to customers’ current bills, while weather that is colder than
normal results in a refund being credited to customers’ current bills. Since the Utility segment’s Pennsylvania
rate jurisdiction does not have a WNC, weather variations have a direct impact on the Pennsylvania rate
jurisdiction’s revenues.

The impact of weather normalized usage per customer account in the Utility segment’s New York rate
jurisdiction is tempered by a revenue decoupling mechanism. The effect of the revenue decoupling
mechanism is to render the Company financially indifferent to throughput decreases resulting from
conservation. Weather normalized usage per account that exceeds the average weather normalized usage per
customer account results in a refund being credited to customers’ bills. Weather normalized usage per
account that is below the average weather normalized usage per account results in a surcharge being added to
customers’ bills. The surcharge or credit is calculated over a twelve-month period ending December 31st, and
applied to customer bills annually, beginning March 1st.

In the Pipeline and Storage segment, the allowed rates that Supply Corporation and Empire bill their
customers are based on a straight fixed-variable rate design, which allows recovery of all fixed costs,
including return on equity and income taxes, through fixed monthly reservation charges. Because of this rate
design, changes in throughput due to weather variations do not have a significant impact on the revenues of
Supply Corporation or Empire. Prior to December 10, 2008, the date on which Empire became FERC
regulated, the allowed rates that Empire billed its customers were based on a modified fixed-variable rate
design, which recovered return on equity and income taxes through variable charges. Because of this rate
design, changes in throughput due to weather variations could have had a significant impact on Empire’s
revenues.

Property, Plant and Equipment

The principal assets of the Utility and Pipeline and Storage segments, consisting primarily of gas plant in
service, are recorded at the historical cost when originally devoted to service in the regulated businesses, as
required by regulatory authorities.

77 -



NATIONAL FUEL GAS COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

In the Company’s Exploration and Production segment, oil and gas property acquisition, exploration
and development costs are capitalized under the full cost method of accounting. Under this methodology, all
costs associated with property acquisition, exploration and development activities are capitalized, including
internal costs directly identified with acquisition, exploration and development activities. The internal costs
that are capitalized do not include any costs related to production, general corporate overhead, or similar
activities. The Company does not recognize any gain or loss on the sale or other disposition of oil and gas
properties unless the gain or loss would significantly alter the relationship between capitalized costs and
proved reserves of oil and gas attributable to a cost center.

Capitalized costs include costs related to unproved properties, which are excluded from amortization
until proved reserves are found or it is determined that the unproved properties are impaired. All costs
related to unproved properties are reviewed quarterly to determine if impairment has occurred. The amount
of any impairment is transferred to the pool of capitalized costs being amortized.

In March 2011, the Company entered into a purchase and sale agreement to sell its off-shore oil and
natural gas properties in the Gulf of Mexico effective as of January 1, 2011 and completed the sale in April
2011. The Company received net proceeds of $55.4 million from this sale. Under the full cost method of
accounting for oil and natural gas properties, the sale proceeds were accounted for as a reduction of
capitalized costs in April 2011. The Company also eliminated the asset retirement obligation associated with
its off-shore oil and gas properties. This obligation amounted to $37.5 million and was accounted for as a
reduction of capitalized costs under the full cost method of accounting for oil and natural gas properties as
well as a reduction of the asset retirement obligation. Asset retirement obligations are discussed further in
Note B — Asset Retirement Obligations.

Capitalized costs are subject to the SEC full cost ceiling test. The ceiling test, which is performed each
quarter, determines a limit, or ceiling, on the amount of property acquisition, exploration and development
costs that can be capitalized. The ceiling under this test represents (a) the present value of estimated future
net cash flows, excluding future cash outflows associated with settling asset retirement obligations that have
been accrued on the balance sheet, using a discount factor of 10%, which is computed by applying prices of
oil and gas (as adjusted for hedging) to estimated future production of proved oil and gas reserves as of the
date of the latest balance sheet, less estimated future expenditures, plus (b) the cost of unevaluated properties
not being depleted, less (c) income tax effects related to the differences between the book and tax basis of the
properties. The natural gas and oil prices used to calculate the full cost ceiling are based on an unweighted
arithmetic average of the first day of the month oil and gas prices for each month within the twelve-month
period prior to the end of the reporting period. If capitalized costs, net of accumulated depreciation,
depletion and amortization and related deferred income taxes, exceed the ceiling at the end of any quarter, a
permanent impairment is required to be charged to earnings in that quarter. In adjusting estimated future net
cash flows for hedging under the ceiling test at September 30, 2011, 2010, and 2009, estimated future net
cash flows were increased by $35.4 million, $65.4 million and $143.3 million, respectively. The Company’s
capitalized costs exceeded the full cost ceiling for the Company’s oil and gas properties at December 31,
2008. As such, the Company recognized a pre-tax impairment of $182.8 million at December 31, 2008
(utilizing period end pricing as required by the SEC full cost rules then in effect). Deferred income taxes of
$74.6 million were recorded associated with this impairment.

Maintenance and repairs of property and replacements of minor items of property are charged directly to
maintenance expense. The original cost of the regulated subsidiaries’ property, plant and equipment retired,
and the cost of removal less salvage, are charged to accumulated depreciation.
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Depreciation, Depletion and Amortization

For oil and gas properties, depreciation, depletion and amortization is computed based on quantities
produced in relation to proved reserves using the units of production method. The cost of unproved oil and
gas properties is excluded from this computation. In the All Other category, for timber properties, depletion,
determined on a property by property basis, is charged to operations based on the actual amount of timber
cut in relation to the total amount of recoverable timber. For all other property, plant and equipment,
depreciation, depletion and amortization is computed using the straight-line method in amounts sufficient to
recover costs over the estimated service lives of property in service. The following is a summary of
depreciable plant by segment:

As of September 30

2011 2010
(Thousands)
UtHEY . ..o $1,695,702  $1,657,686
Pipeline and Storage ........... ... 1,260,301 1,241,179
Exploration and Production . ........... ... 2,042,225 2,294,235
Energy Marketing .. ...........oovuouiiininin 2,095 1,634
All Other and COTPOTALE . .. ... o vvrve e 144,738 127,939

$5,145,061  $5,322,673

Average depreciation, depletion and amortization rates are as follows:

Year Ended
September 30

2011 2010 2009
UGHLY © + o v e ee e e e et 26% 2.6% 2.6%
Pipeline and SEOTAGE . . .. ...t vneit i 31% 3.0% 3.0%
Exploration and Production, per Mcfe(1) ..o $2.17 $2.14 $2.14
Energy Marketing . . . .. ... ovovenvnuentn ot 2.5% 2.9% 3.4%
All Other and COTPOTALE . ... ... ..vtnve ittt 12% 6.6% 5.2%

(1) Amounts include depletion of oil and gas producing properties as well as depreciation of fixed assets. As
disclosed in Note O — Supplementary Information for Oil and Gas Producing Properties, depletion of oil
and gas producing properties amounted to $2.12, $2.10 and $2.10 per Mcfe of production in 2011, 2010
and 2009, respectively.

Goodwill

The Company has recognized goodwill of $5.5 million as of September 30, 2011 and 2010 on its
Consolidated Balance Sheets related to the Company’s acquisition of Empire in 2003. The Company accounts
for goodwill in accordance with the current authoritative guidance, which requires the Company to test
goodwill for impairment annually. At September 30, 2011, 2010 and 2009, the fair value of Empire was
greater than its book value. As such, the goodwill was not considered impaired at those dates. Going back to
the origination of the goodwill in 2003, the Company has never recorded an impairment of its goodwill
balance.
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Financial Instruments

Unrealized gains or losses from the Company’s investments in an equity mutual fund and the stock of an
insurance company (securities available for sale) are recorded as a component of accumulated other
comprehensive income (loss). Reference is made to Note G — Financial Instruments for further discussion.

The Company uses a variety of derivative financial instruments to manage a portion of the market risk
associated with fluctuations in the price of natural gas and crude oil. These instruments include price swap
agreements and futures contracts. The Company accounts for these instruments as either cash flow hedges or
fair value hedges. In both cases, the fair value of the instrument is recognized on the Consolidated Balance
Sheets as either an asset or a liability labeled Fair Value of Derivative Financial Instruments. Reference is
made to Note F — Fair Value Measurements for further discussion concerning the fair value of derivative
financial instruments.

For effective cash flow hedges, the offset to the asset or liability that is recorded is a gain or loss
recorded in accumulated other comprehensive income (loss) on the Consolidated Balance Sheets. The gain or
loss recorded in accumulated other comprehensive income (loss) remains there until the hedged transaction
occurs, at which point the gains or losses are reclassified to operating revenues or purchased gas expense on
the Consolidated Statements of Income. Any ineffectiveness associated with the cash flow hedges is recorded
in the Consolidated Statements of Income. The Company did not experience any material ineffectiveness
with regard to its cash flow hedges during 2011, 2010 or 2009.

For fair value hedges, the offset to the asset or liability that is recorded is a gain or loss recorded to
operating revenues or purchased gas expense on the Consolidated Statements of Income. However, in the
case of fair value hedges, the Company also records an asset or liability on the Consolidated Balance Sheets
representing the change in fair value of the asset or firm commitment that is being hedged (see Other Current
Assets section in this footnote). The offset to this asset or liability is a gain or loss recorded to operating
revenues or purchased gas expense on the Consolidated Statements of Income as well. If the fair value hedge
is effective, the gain or loss from the derivative financial instrument is offset by the gain or loss that arises
from the change in fair value of the asset or firm commitment that is being hedged. The Company did not
experience any material ineffectiveness with regard to its fair value hedges during 2011, 2010 or 2009.

Accumulated Other Comprehensive Income (Loss)

The components of Accumulated Other Comprehensive Income (Loss) are as follows:

Year Ended
September 30
2011 2010

(Thousands)
Funded Status of the Pension and Other Post-Retirement Benefit Plans . . . $(89,587) $(79,465)
Cumulative Foreign Currency Translation Adjustment ................ — (51)
Net Unrealized Gain on Derivative Financial Instruments . ............. 40,979 32,876
Net Unrealized Gain on Securities Available forSale ............. . .. .. 909 1,655
Accumulated Other Comprehensive Loss ................... ... ... .. $(47,699) $(44,985)

At September 30, 2011, it is estimated that of the $41.0 million net unrealized gain on derivative
financial instruments (which are classified as cash flow hedges) shown in the table above, $27.7 million of
unrealized gains will be reclassified into the Consolidated Statement of Income during 2012. The remaining
unrealized gains on these instruments totaling $13.3 million will be reclassified into the Consolidated
Statement of Income in subsequent years. These instruments extend out to 2014.
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The amounts included in accumulated other comprehensive income (loss) related to the funded status
of the Company’s pension and other post-retirement benefit plans consist of prior service costs and
accumulated losses. The total amount for prior service credit (cost) was $0.5 million and ($0.3) million at
September 30, 2011 and 2010, respectively. The total amount for accumulated losses was $90.0 million and
$79.2 million at September 30, 2011 and 2010, respectively.

Gas Stored Underground — Current

In the Utility segment, gas stored underground — current in the amount of $33.4 million is carried at
lower of cost or market, on a LIFO method. Based upon the average price of spot market gas purchased in
September 2011, including transportation costs, the current cost of replacing this inventory of gas stored
underground — current exceeded the amount stated on a LIFO basis by approximately $80.5 million at
September 30, 2011. All other gas stored underground — current, which is in the Energy Marketing segment,
is carried at an average cost method, subject to lower of cost or market adjustments.

Unamortized Debt Expense

Costs associated with the issuance of debt by the Company are deferred and amortized over the lives of
the related debt. Costs associated with the reacquisition of debt related to rate-regulated subsidiaries are
deferred and amortized over the remaining life of the issue or the life of the replacement debt in order to
match regulatory treatment.

Income Taxes

The Company and its domestic subsidiaries file a consolidated federal income tax return. Investment tax
credit, prior to its repeal in 1986, was deferred and is being amortized over the estimated useful lives of the
related property, as required by regulatory authorities having jurisdiction.

Consolidated Statements of Cash Flows

For purposes of the Consolidated Statements of Cash Flows, the Company considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash equivalents.

At September 30, 2011, the Company accrued $63.5 million of capital expenditures in the Exploration
and Production segment, the majority of which was in the Appalachian region. The Company also accrued
$7.3 million of capital expenditures in the Pipeline and Storage segment. In addition, the Company accrued
$1.4 million of capital expenditures in the All Other category. These amounts were excluded from the
Consolidated Statement of Cash Flows at September 30, 2011 since they represented non-cash investing
activities at that date.

At September 30, 2010, the Company accrued $55.5 million of capital expenditures in the Exploration
and Production segment, the majority of which was in the Appalachian region. This amount was excluded
from the Consolidated Statement of Cash Flows at September 30, 2010 since it represented a non-cash
investing activity at that date. These capital expenditures were paid during the quarter ended December 31,
2010 and have been included in the Consolidated Statement of Cash Flows for the year ended September 30,
2011.

At September 30, 2009, the Company accrued $9.1 million of capital expenditures in the Exploration
and Production segment, the majority of which was in the Appalachian region. The Company also accrued
$0.7 million of capital expenditures in the All Other category related to the construction of the Midstream
Covington Gathering System at September 30, 2009. These amounts were excluded from the Consolidated
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Statement of Cash Flows at September 30, 2009 since they represent non-cash investing activities at that date.
These capital expenditures were paid during the quarter ended December 31, 2009 and have been included in
the Consolidated Statement of Cash Flows for the year ended September 30, 2010.

At September 30, 2008, the Company accrued $16.8 million of capital expenditures related to the
construction of the Empire Connector project. This amount was excluded from the Consolidated Statement
of Cash Flows at September 30, 2008 since it represented a non-cash investing activity at that date. These
capital expenditures were paid during the quarter ended December 31, 2008 and have been included in the
Consolidated Statement of Cash Flows for the year ended September 30, 2009.

Hedging Collateral Deposits

This is an account title for cash held in margin accounts funded by the Company to serve as collateral
for hedging positions. At September 30, 2011, the Company had hedging collateral deposits of $5.5 million
related to its exchange-traded futures contracts and $14.2 million related to its over-the-counter crude oil
swap agreements. At September 30, 2010, the Company had hedging collateral deposits of $10.1 million
related to its exchange-traded futures contracts and $1.0 million related to its over-the-counter crude oil
swap agreements. In accordance with its accounting policy, the Company does not offset hedging collateral
deposits paid or received against related derivative financial instrument liability or asset balances.

Other Current Assets

The components of the Company’s Other Current Assets are as follows:

Year Ended September 30
2011 2010
(Thousands)
Prepayments .......... ... ... ... ... $ 9,489 $ 13,884
Prepaid Property and Other Taxes ................................. 13,240 12,413
Federal Income Taxes Receivable . .. ............... ... ... .. .. .. .. .. 385 56,334
State Income Taxes Receivable ... ............. ... ... ... .. ... . ... 6,124 18,007
Fair Values of Firm Commitments .. .................. ... .. 9,096 15,331

$38,334  $115,969

Customer Advances

' The Company’s Utility and Energy Marketing segments have balanced billing programs whereby
customers pay their estimated annual usage in equal installments over a twelve-month period. Monthly
payments under the balanced billing programs are typically higher than current month usage during the
summer months. During the winter months, monthly payments under the balanced billing programs are
typically lower than current month usage. At September 30, 2011 and 2010, customers in the balanced
billing programs had advanced excess funds of $19.6 million and $27.6 million, respectively.

Customer Security Deposits

The Company, in its Utility, Pipeline and Storage, and Energy Marketing segments, often times requires
security deposits from marketers, producers, pipeline companies, and commercial and industrial customers
before providing services to such customers. At September 30, 2011 and 2010, the Company had received
customer security deposits amounting to $17.3 million and $18.3 million, respectively.
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Earnings Per Common Share

Basic earnings per common share is computed by dividing income available for common stock by the
weighted average number of common shares outstanding for the period. Diluted earnings per common share
reflects the potential dilution that could occur if securities or other contracts to issue common stock were
exercised or converted into common stock. For purposes of determining earnings per common share, the
only potentially dilutive securities the Company has outstanding are stock options, SARs and restricted stock
units. The diluted weighted average shares outstanding shown on the Consolidated Statements of Income
reflects the potential dilution as a result of these securities as determined using the Treasury Stock Method.
Stock options, SARs and restricted stock units that are antidilutive are excluded from the calculation of
diluted earnings per common share. For 2011, there were no securities excluded as being antidilutive. For
2010 and 2009, 314,910 securities and 1,130,000 securities were excluded as being antidilutive, respectively.

Stock-Based Compensation

The Company has various stock option and stock award plans which provide or provided for the
issuance of one or more of the following to key employees: incentive stock options, nonqualified stock
options, SARs, restricted stock, restricted stock units, performance units or performance shares. Stock
options and SARs under all plans have exercise prices equal to the average market price of Company
common stock on the date of grant, and generally no stock option or SAR is exercisable less than one year or
more than ten years after the date of each grant. Restricted stock is subject to restrictions on vesting and
transferability. Restricted stock awards entitle the participants to full dividend and voting rights. The market
value of restricted stock on the date of the award is recorded as compensation expense over the vesting
period. Certificates for shares of restricted stock awarded under the Company’s stock option and stock award
plans are held by the Company during the periods in which the restrictions on vesting are effective.
Restrictions on restricted stock awards generally lapse ratably over a period of not more than ten years after
the date of each grant. Restricted stock units also are subject to restrictions on vesting and transferability.
Restricted stock units represent the right to receive shares of common stock of the Company (or the
equivalent value in cash or a combination of cash and shares of common stock of the Company, as
determined by the Company) at the end of a specified time period. These restricted stock units do not entitle
the participants to dividend and voting rights. The accounting for these restricted stock units is the same as
the accounting for restricted share awards, except that the fair value at the date of grant of the restricted stock
units (represented by the market value of Company common stock on the date of the award) must be
reduced by the present value of forgone dividends over the vesting term of the award. The fair value of
restricted stock units on the date of award is recorded as compensation expense over the vesting period.

The Company follows authoritative guidance which requires the measurement and recognition of
compensation cost at fair value for all share-based payments, including stock options and SARs. The
Company has chosen the Black-Scholes-Merton closed form model to calculate the compensation expense
associated with such share-based payments since it is easier to administer than the Binomial option-pricing
model. Furthermore, since the Company does not have complex stock-based compensation awards, it does
not believe that compensation expense would be materially different under either model.

The Company granted 195,000 non-performance based SARs during the year ended September 30, 2011.
The Company did not grant any non-performance based SARs during the years ended September 30, 2010
and 2009. These SARs may be settled in cash, in shares of common stock of the Company, or in a
combination of cash and shares of common stock of the Company, as determined by the Company. These
SARs are considered equity awards under the current authoritative guidance for stock-based compensation.
The accounting for non-performance based SARs is the same as the accounting for stock options. The
non-performance based SARs granted during the year ended September 30, 2011 vest and become exercisable
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annually in one-third increments. The weighted average grant date fair value of these non-performance based
SARs granted during the year ended September 30, 2011 was estimated on the date of grant using the same
accounting treatment that is applied for stock options.

The Company did not grant any performance based SARs during the year ended September 30, 2011.
The Company granted 520,500 and 610,000 performance based SARs during the years ended September 30,
2010 and 2009, respectively. The accounting treatment for performance based SARS is the same as the
accounting for stock options under the current authoritative guidance for stock-based compensation. The
performance based SARs granted for the years ended September 30, 2010 and 2009 vest and become
exercisable annually in one-third increments, provided that a performance condition is met. The performance
condition for each fiscal year, generally stated, is an increase over the prior fiscal year of at least five percent
in certain oil and natural gas production of the Exploration and Production segment. The weighted average
grant date fair value of the performance based SARs granted during 2010 and 2009 was estimated on the date
of grant using the same accounting treatment that is applied for stock options, and assumes that the
performance conditions specified will be achieved. If such conditions are not met or it is not considered
probable that such conditions will be met, no compensation expense is recognized and any previously
recognized compensation expense is reversed. During 2009, the Company reversed $0.5 million of previously
recognized compensation expense associated with performance based SARs.

The Company granted 47,250, 4,000, and 63,000 restricted share awards (non-vested stock as defined
by the current accounting literature) during the years ended September 30, 2011, 2010 and 2009,
respectively. In addition, the Company granted 41,800 restricted stock units during the year ended
September 30, 2011.

Stock-based compensation expense for the years ended September 30, 2011, 2010 and 2009 was
approximately $6.7 million, $4.4 million, and $2.1 million (net of the $0.5 million reversal of compensation
expense discussed above), respectively. Stock-based compensation expense is included in operation and
maintenance expense on the Consolidated Statements of Income. The total income tax benefit related to
stock-based compensation expense during the years ended September 30, 2011, 2010 and 2009 was
approximately $2.7 million, $1.8 million and $0.8 million, respectively. There were no capitalized stock-
based compensation costs during the years ended September 30, 2011, 2010 and 2009.

The Company realizes tax benefits related to the exercise of stock options and performance based SARs
on a calendar year basis as opposed to a fiscal year basis. For stock options and performance based SARs
exercised during the period of January 1, 2011 through September 30, 2011, the Company realized a tax
benefit of approximately $11.2 million. This $11.2 million tax benefit will not be recorded in the quarter
ended December 31, 2011 due to tax loss carryforwards.

For stock options exercised during the period of January 1, 2010 through September 30, 2010, the
Company realized a tax benefit of approximately $13.3 million; and for stock options exercised during the
quarter ended December 31, 2010, the Company realized a tax benefit of approximately $4.7 million. This
tax benefit totaling $18.0 million was not recorded in the quarter ended December 31, 2010 due to tax loss
carryforwards.

For stock options exercised during the period of January 1, 2009 through September 30, 2009, the
Company realized a tax benefit of approximately $5.7 million; and for stock options exercised during the
quarter ended December 31, 2009, the Company realized a tax benefit of approximately $6.5 million. This
tax benefit totaling $12.2 million was recorded in the quarter ended December 31, 2009.

For stock options exercised during the period of January 1, 2008 through September 30, 2008, the
Company realized a tax benefit of approximately $4.3 million; and for stock options exercised during the
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quarter ended December 31, 2008, the Company realized a tax benefit of approximately $1.6 million. This
tax benefit totaling $5.9 million was recorded in the quarter ended December 31, 2008.

Stock Options

The total intrinsic value of stock options exercised during the years ended September 30, 2011, 2010
and 2009 totaled approximately $44.6 million, $53.6 million, and $18.7 million, respectively. For 2011, 2010
and 2009, the amount of cash received by the Company from the exercise of such stock options was
approximately $9.5 million, $34.5 million, and $29.2 million, respectively.

There were no stock options granted during the years ended September 30, 2011, 2010 and 2009. For
the year ended September 30, 2011, no stock options became fully vested. For the years ended September 30,
2010 and 2009, 100,000 and 27,000 stock options became fully vested, respectively. The total fair value of
the stock options that became vested during the years ended September 30, 2010 and 2009 was
approximately $0.7 million and $0.2 million, respectively. As of September 30, 2011, there was no
unrecognized compensation expense related to stock options. For a summary of transactions during 2011
involving option shares for all plans, refer to Note E — Capitalization and Short-Term Borrowings.

Non-Performance Based SARs

Participants in the stock option and award plans did not exercise any non-performance based SARs
during the years ended September 30, 2011, 2010 and 2009. As stated above, there were 195,000
non-performance based SARs granted during the year ended September 30, 2011. The Company did not
grant any non-performance based SARs during the years ended September 30, 2010 and 2009. The weighted
average grant date fair value of non-performance based SARs granted in 2011 is $15.01. For the year ended
September 30, 2011, no non-performance based SARs became fully vested. For the year ended Septémber 30,
2010, 50,000 non-performance based SARs became fully vested. Fiscal 2010 was the first year in which
non-performance based SARs became vested. The total fair value of the non-performance based SARs that
became vested during the year ended September 30, 2010 was approximately $0.4 million. As of
September 30, 2011, unrecognized compensation expense related to non-performance based SARs totaled
approximately $1.5 million, which will be recognized over a weighted average period of 11.9 months. For a
summary of transactions during 2011 involving non-performance based SARs for all plans, refer to Note E —
Capitalization and Short-Term Borrowings.

The fair value of non-performance based SARs at the date of grant was estimated using the Black-
Scholes-Merton closed form model. The following weighted average assumptions were used in estimating the
fair value of non-performance based SARs at the date of grant:

Year Ended September 30, 2011

Risk Free Interest Rate . . .. .. ..ottt 2.94%
Expected Life (Years) ............. ... ... il 8.00

Expected Volatility ............ ... ... .. ... . . 23.38%
Expected Dividend Yield (Quarterly) .............. ... .. ... ... 0.55%

The risk-free interest rate is based on the yield of a Treasury Note with a remaining term commensurate
with the expected term of the performance based SARs. The expected life and expected volatility are based on
historical experience.

For grants during the year ended September 30, 2011, it was assumed that there would be no forfeitures,
based on the vesting term and the number of grantees.

-85 -



NATIONAL FUEL GAS COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Performance Based SARs

The total intrinsic value of performance based SARs exercised during the year ended September 30, 2011
totaled approximately $0.3 million. Participants in the stock option and award plans did not exercise any
performance based SARs during the years ended September 30, 2010 and 2009. As stated above, the
Company did not grant any performance based SARs during the year ended September 30, 2011. There were
520,500 and 610,000 performance based SARs granted during the years ended September 30, 2010 and 2009,
respectively. The weighted average grant date fair value of performance based SARs granted in 2010 and 2009
is $12.06 per share and $4.09 per share, respectively. For the years ended September 30, 2011, 2010 and
2009, 388,986, 203,324 and 96,984 performance based SARs became fully vested. The total fair value of the
performance based SARs that became vested during each of the years ended September 30, 2011, 2010 and
2009 was approximately $3.1 million, $0.8 million and $0.8 million, respectively. As of September 30, 2011,
unrecognized compensation expense related to performance based SARs totaled approximately $1.1 million,
which will be recognized over a weighted average period of 7.1 months. For a summary of transactions
during 2011 involving performance based SARs for all plans, refer to Note E — Capitalization and Short-
Term Borrowings.

The fair value of performance based SARs at the date of grant was estimated using the Black-Scholes-
Merton closed form model. The following weighted average assumptions were used in estimating the fair
value of performance based SARs at the date of grant:

Year Ended September 30

2010 2009
Risk Free Interest Rate .. ......... ... .. ... i, 3.55% 2.56%
Expected Life (Years) ........ ... ... ... .. .. . . i 7.75 7.50
Expected Volatility ........ .. ... ... . 23.25% 22.16%
Expected Dividend Yield (Quarterly) ........................... ... 0.64% 1.09%

The risk-free interest rate is based on the yield of a Treasury Note with a remaining term commensurate
with the expected term of the performance based SARs. The expected life and expected volatility are based on
historical experience.

For grants during the years ended September 30, 2010 and 2009, it was assumed that there would be no
forfeitures, based on the vesting term and the number of grantees.

Restricted Share Awards

The weighted average fair value of restricted share awards granted in 2011, 2010 and 2009 is $63.98 per
share, $52.10 per share and $47.46 per share, respectively. As of September 30, 2011, unrecognized
compensation expense related to restricted share awards totaled approximately $4.5 million, which will be
recognized over a weighted average period of 2.8 years. For a summary of transactions during 2011 involving
restricted share awards, refer to Note E — Capitalization and Short-Term Borrowings.

Restricted Stock Units

The weighted average fair value of restricted share units granted in 2011 is $59.35 per share. As of
September 30, 2011, unrecognized compensation expense related to restricted share awards totaled
approximately $2.0 million, which will be recognized over a weighted average period of 2.2 years. For a
summary of transactions during 2011 involving restricted share awards, refer to Note E — Capitalization and
Short-Term Borrowings.
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New Authoritative Accounting and Financial Reporting Guidance

In May 2011, the FASB issued authoritative guidance regarding fair value measurement as a joint project
with the IASB. The objective of the guidance was to bring together as closely as possible the fair value
measurement and disclosure guidance issued by the two boards. The guidance includes a few updates to
measurement guidance and some enhanced disclosure requirements. For all Level 3 fair value measurements,
the guidance requires quantitative information about significant unobservable inputs used and a description
of the valuation processes in place. The guidance also requires a qualitative discussion about the sensitivity of
recurring Level 3 fair value measurements and information about any transfers between Level 1 and Level 2
of the fair value hierarchy. The new guidance also contains a requirement that all fair value measurements,
whether they are recorded on the balance sheet or disclosed in the footnotes, be classified as Level 1, Level 2
or Level 3 within the fair value hierarchy. This authoritative guidance will be effective as of the Company’s
second quarter of fiscal 2012. The Company is currently evaluating the impact that adoption of this
authoritative guidance will have on its consolidated financial statement disclosures.

In June 2011, the FASB issued authoritative guidance regarding the presentation of comprehensive
income. The new guidance allows companies only two choices for presenting net income and other
comprehensive income: in a single continuous statement, or in two separate, but consecutive, statements.
The guidance eliminates the current option to report other comprehensive income and its components in the
statement of changes in equity. This authoritative guidance will be effective as of the Company’s first quarter
of fiscal 2013 and is not expected to have a significant impact on the Company’s financial statements.

In September 2011, the FASB issued revised authoritative guidance that simplifies the testing of goodwill
for impairment. The revised guidance allows companies the option to perform a “qualitative” assessment to
determine whether further impairment testing is necessary. The revised authoritative guidance is required to
be effective for the Company’s annual impairment test performed in fiscal 2013. However, early adoption is
permitted. The Company did not use the revised authoritative guidance in performing its annual impairment
test for fiscal 2011.

Note B — Asset Retirement Obligations

The Company accounts for asset retirement obligations in accordance with the authoritative guidance
that requires entities to record the fair value of a liability for an asset retirement obligation in the period in
which it is incurred. An asset retirement obligation is defined as a legal obligation associated with the
retirement of a tangible long-lived asset in which the timing and/or method of settlement may or may not be
conditional on a future event that may or may not be within the control of the Company. When the liability
is initially recorded, the entity capitalizes the estimated cost of retiring the asset as part of the carrying
amount of the related long-lived asset. Over time, the liability is adjusted to its present value each period and
the capitalized cost is depreciated over the useful life of the related asset. The Company estimates the fair
value of its asset retirement obligations based on the discounting of expected cash flows using various
estimates, assumptions and judgments regarding certain factors such as the existence of a legal obligation for
an asset retirement obligation; estimated amounts and timing of settlements; the credit-adjusted risk-free rate
to be used; and inflation rates. Asset retirement obligations incurred in the current period were Level 3 fair
value measurements as the inputs used to measure the fair value are unobservable.

The Company has recorded an asset retirement obligation representing plugging and abandonment costs
associated with the Exploration and Production segment’s crude oil and natural gas wells and has capitalized
such costs in property, plant and equipment (i.e. the full cost pool). Under the current authoritative guidance
for asset retirement obligations, since plugging and abandonment costs are already included in the full cost
pool, the units-of-production depletion calculation excludes from the depletion base any estimate of future
plugging and abandonment costs that are already recorded in the full cost pool.
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The full cost method of accounting provides a limit to the amount of costs that can be capitalized in the
full cost pool. This limit is referred to as the full cost ceiling. In accordance with current authoritative
guidance, since the full cost pool includes an amount associated with plugging and abandoning the wells, as
discussed in the preceding paragraph, the calculation of the full cost ceiling no longer reduces the future net
cash flows from proved oil and gas reserves by an estimate of plugging and abandonment costs.

In addition to the asset retirement obligation recorded in the Exploration and Production segment, the
Company has recorded future asset retirement obligations associated with the plugging and abandonment of
natural gas storage wells in the Pipeline and Storage segment and the removal of asbestos and asbestos-
containing material in various facilities in the Utility and Pipeline and Storage segments. The Company has
also recorded asset retirement obligations for certain costs connected with the retirement of the distribution
mains and services components of the pipeline system in the Utility segment and with the transmission mains
and other components in the pipeline system in the Pipeline and Storage segment. These retirement costs
within the distribution and transmission systems are primarily for the capping and purging of pipe, which are
generally abandoned in place when retired, as well as for the clean-up of PCB contamination associated with
the removal of certain pipe.

A reconciliation of the Company’s asset retirement obligation is shown below:

Year Ended September 30

2011 2010 2009
(Thousands)
Balance at Beginning of Year ............ ... ... ..., .. $101,618 $ 91,373 $ 93,247
Liabilities Incurred and Revisions of Estimates .. .......... 10,346 16,140 4,492
Liabilities Settled . .. ........ ... .. ... ... . .. . ... (41,704) (12,622) (13,153)
Accretion Expense . ............. ... . . 5,471 6,727 6,789
BalanceatEnd of Year ..................... .. ........ $ 75,731 $101,618 $ 91,373

Note C — Regulatory Matters
Regulatory Assets and Liabilities

The Company has recorded the following regulatory assets and liabilities:

At September 30

2011 2010
(Thousands)

Regulatory Assets(1):

Pension Costs(2) (Note H) . ... ... ... .. .. $333,219  $308.822
Post-Retirement Benefit Costs(2) (Note H) ........ ... ... ... ....... 174,768 159,498
Recoverable Future Taxes (Note D) ............ .. .. .. ............. 144 377 149,712
Environmental Site Remediation Costs(2) (Note 1) ................... 20,095 20,491
NYPSC Assessment(2) ... ...t 15,063 19,229
Asset Retirement Obligations(2) (NoteB) . ...... ... ............... 13,860 12,529
Unamortized Debt Expense (Note A) ............... ... ... ......... 5,090 5,727
Other(2) . ... .. 17,639 22232
Total Regulatory ASsets . ... .........ouuuiuirunnen e, 724,111 698,240
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At September 30
2011 2010
(Thousands)

Regulatory Liabilities:
Cost of Removal Regulatory Liability .. ............... .. ... .. ..., 135,940 124,032
Taxes Refundable to Customers (Note D) . ....... ... ... ............ 65,543 69,585
Post-Retirement Benefit Costs(3) (Note H) ...... ... ... ... ... ... .. 50,409 42461
Amounts Payable to Customers (See Regulatory Mechanisms in

NOE A) .ottt e 15,519 38,109
Pension Costs(3) (Note H) . ... ... it s 13,313 16,171
Off-System Sales and Capacity Release Credits(3) .................... 7,675 11,594
Other(3) . ..o 23,287 19,108
Total Regulatory Liabilities ............... ... ... 311,686 321,060
Net Regulatory Position ................ ... .iiiiiin. $412,425  $377,180

(1) The Company recovers the cost of its regulatory assets but generally does not earn a return on them.
There are a few exceptions to this rule. For example, the Company does earn a return on Unrecovered
Purchased Gas Costs and, in the New York jurisdiction of its Utility segment, earns a return, within
certain parameters, on the excess of cumulative funding to the pension plan over the cumulative amount
collected in rates.

(2) Included in Other Regulatory Assets on the Consolidated Balance Sheets.
(3) Included in Other Regulatory Liabilities on the Consolidated Balance Sheets.

If for any reason the Company ceases to meet the criteria for application of regulatory accounting
treatment for all or part of its operations, the regulatory assets and liabilities related to those portions ceasing
to meet such criteria would be eliminated from the Consolidated Balance Sheets and included in income of
the period in which the discontinuance of regulatory accounting treatment occurs. Such amounts would be
classified as an extraordinary item.

Cost of Removal Regulatory Liability

In the Company’s Utility and Pipeline and Storage segments, costs of removing assets (i.e. asset
retirement costs) are collected from customers through depreciation expense. These amounts are not a legal
retirement obligation as discussed in Note B — Asset Retirement Obligations. Rather, they are classified as a
regulatory liability in recognition of the fact that the Company has collected dollars from the customer that
will be used in the future to fund asset retirement costs.

NYPSC Assessment

On April 7, 2009, the Governor of the State of New York signed into law an amendment to the Public
Service Law increasing the allowed utility assessment from the then current rate of one-third of one percent
to one percent of a utility’s in-state gross operating revenue, together with a temporary surcharge (expiring
March 31, 2014) equal, as applied, to an additional one percent of the utility’s in-state gross operating
revenue. The NYPSC, in a generic proceeding initiated for the purpose of implementing the amended law,
has authorized the recovery, through rates, of the full cost of the increased assessment. The assessment is
currently being applied to customer bills in the Utility segment’s New York jurisdiction.

-89 -



NATIONAL FUEL GAS COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Off-System Sales and Capacity Release Credits

The Company, in its Utility segment, has entered into off-system sales and capacity release transactions.
Most of the margins on such transactions are returned to the customer with only a small percentage being
retained by the Company. The amount owed to the customer has been deferred as a regulatory liability.

Note D — Income Taxes

The components of federal and state income taxes included in the Consolidated Statements of Income
are as follows:

Year Ended September 30
2011 2010 2009
(Thousands)

Current Income Taxes —

Federal ......... .. ... .. . . . .. . . . . ... $ (1,390) $ 2,074 $43,300

State ... 1,520 4,991 10,341
Deferred Income Taxes —

Federal .......... .. . .. .. . . . 130,434 110,515 (4,940)

State ... 33,817 24,164 2,419

164,381 141,744 51,120

Deferred Investment Tax Credit ........................ (697) (697) (697)
Total Income Taxes . ............uuiuumumnnanannn.. $163,684 $141,047 $50,423
Presented as Follows:
OtherIncome ............. .. . . . . . $ (©97) $ (697) $ (697)
Income Tax Expense — Continuing Operations ........... 164,381 137,227 52,859
Discontinued Operations —

Income (Loss) from Operations . ...................... — 493 (1,739)

GainonDisposal ........... ... ... .. L _ 4,024 —
Total Income Taxes .................uuiuiniunininin.. $163,684 $141,047 $50,423

Total income taxes as reported differ from the amounts that were computed by applying the federal
income tax rate to income before income taxes. The following is a reconciliation of this difference:

Year Ended September 30
2011 2010 2009
(Thousands)

U.S. Income Before Income Taxes .. .................... $422,086  $366,960 $151,131
Income Tax Expense, Computed at U.S. Federal Statutory

Rate of 35% .. ... ... . . $147,730 $128436 $ 52,896
Increase (Reduction) in Taxes Resulting from:

State Income Taxes . ............... ..., 22,969 18,951 8,294

Miscellaneous ... ... ... ... ... . ... .. . .. (7,015) (6,340) (10,767)
Total Income Taxes ...............c.uuiiiiinnni. .. $163,684 $141,047 $ 50,423
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Significant components of the Company’s deferred tax liabilities and assets are as follows:

At September 30
2011 2010
(Thousands)

Deferred Tax Liabilities:

Property, Plant and Equipment . .............. ... ... ... ..., $1,062,255 $ 849,869

Pension and Other Post-Retirement Benefit Costs .. ............. 217,302 177,853

Other . ... 70,389 63,671
Total Deferred Tax Liabilities ... ......... ... ... ... . ... ... . ... 1,349,946 1,091,393
Deferred Tax Assets:

Pension and Other Post-Retirement Benefit Costs ... ............ (263,606) (223,588)

Tax Loss Carryforwards ............ ... ... ... o (71,516) (9,772)

Other . ... e e (74,863) (81,751)
Total Deferred Tax ASSES . ..o oo ii i e (409,985) (315,111)
Total Net Deferred Income Taxes ... ......cviriiiinnnnennennn.. $ 939961 $ 776,282
Presented as Follows:
Net Deferred Tax Liability/(Asset) — Current . ................... $ (15,423) $ (24,476)
Net Deferred Tax Liability — Non-Current . ..................... 955,384 800,758
Total Net Deferred Income Taxes . ... ..ot oo, $ 939961 $ 776,282

As a result of certain realization requirements of the authoritative guidance on stock-based
compensation, the table of deferred tax liabilities and assets shown above does not include certain deferred
tax assets at September 30, 2011 that arose directly from excess tax deductions related to stock-based
compensation. A tax benefit of $18.0 million relating to the excess stock-based compensation deductions will
be recorded in Paid in Capital in future years when such tax benefit is realized.

Regulatory liabilities representing the reduction of previously recorded deferred income taxes associated
with rate-regulated activities that are expected to be refundable to customers amounted to $65.5 million and
$69.6 million at September 30, 2011 and 2010, respectively. Also, regulatory assets representing future
amounts collectible from customers, corresponding to additional deferred income taxes not previously
recorded because of prior ratemaking practices, amounted to $144.4 million and $149.7 million at
September 30, 2011 and 2010, respectively. Included in the above are regulatory liabilities and assets relating
to the tax accounting method change noted below. The amounts are as follows: regulatory liabilities of
$47.3 million as of September 30, 2011 and 2010, and regulatory assets of $60.5 million and $56.3 million as
of September 30, 2011 and 2010, respectively.

The following is a reconciliation of the change in unrecognized tax benefits:

Year Ended September 30
2011 2010 2009
(Thousands)
Balance at Beginning of Year . ................. ... ... $8,490 $8,721 $ 1,700
Additions for Tax Positions Related to Current Year . ............ 80 699 8,721
Additions for Tax Positions of Prior Years ... .................. 107 45 —
Reductions for Tax Positions of Prior Years . .. ................. 911) (975) —
Settlements with Taxing Authorities ......................... — — (1,700)
Lapse of Statute of Limitations .............................. — — —
Balance at End of Year . ...... ... .. ... i $7,766  $8,490 $ 8,721
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If the amount of unrecognized tax benefits recorded as of September 30, 2011 were recognized, there
would not be a material impact on the effective tax rate. The unrecognized tax benefits relate entirely to the
Company’s tax accounting method change noted below. The Company anticipates that during the next 12
months there will be additional Internal Revenue Service (IRS) guidance in this area and the IRS Appeals
process will be resolved, thus eliminating the unrecognized tax benefits.

The Company recognizes interest relating to income taxes in Other Interest Expense and penalties
relating to income taxes in Other Income. The Company recognized interest expense relating to income taxes
of $0.3 million, $0.3 million and $0.0 million for fiscal 2011, 2010 and 2009, respectively. The Company has
not accrued any penalties during fiscal 2011, 2010 and 2009.

The Company files U.S. federal and various state income tax returns. The IRS is currently conducting an
examination of the Company for fiscal 2010 and fiscal 2011 in accordance with the Compliance Assurance
Process (“CAP”). The CAP audit employs a real time review of the Company’s books and tax records by the
IRS that is intended to permit issue resolution prior to the filing of the tax return. While the federal statute of
limitations remains open for fiscal 2008 and later years, IRS examinations for fiscal 2008 and prior years have
been completed and the Company believes such years are effectively settled. During fiscal 2009, consent was
received from the IRS National Office approving the Company’s application to change its tax method of
accounting for certain capitalized costs relating to its utility property. During fiscal 2010, local IRS examiners
proposed to disallow most of the tax accounting method change recorded by the Company in fiscal 2009.
The Company has filed a protest with the IRS Appeals Office disputing the local IRS findings. During fiscal
2011, local IRS examiners proposed to disallow most of the tax accounting method change recorded by the
Company in fiscal 2010. The Company is planning to appeal this proposed disallowance.

The Company is also subject to various routine state income tax examinations. The Company’s principal
subsidiaries operate mainly in four states which have statutes of limitations that generally expire between
three to four years from the date of filing of the income tax return.

As of September 30, 2011, the Company has a federal net operating loss (“NOL”) carryover of $221
million, which expires in varying amounts between 2023 and 2031. Approximately $23 million of this NOL
is subject to certain annual limitations, and $48 million is attributable to excess tax deductions related to
stock based compensation as discussed above. In addition, the Company has state NOL carryovers in
Pennsylvania, California and New York of $129 million, $62 million and $38 million, respectively, which
begin to expire in varying amounts between 2029 and 2031. No valuation allowance was recorded on the
federal or state NOL carryovers because of management’s determination that the amounts will be fully
utilized during the carryforward period.
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Note E — Capitalization and Short-Term Borrowings

Summary of Changes in Common Stock Equity

Accumulated
Earnings Other
Common Stock Reinvested  Comprehensive
Paid In in the Income
Shares Amount Capital Business (Loss)

(Thousands, except per share amounts)

Balance at September 30,2008 .............. 79,121 $79,121 $567,716 $ 953,799 $ 2,963
Net Income Available for Common Stock . .. ... 100,708
Dividends Declared on Common Stock ($1.32

PerShare) ....... ... ... i, (105,410)

Adoption of Authoritative Guidance for Defined
Benefit Pension and Other Post-Retirement
Plans ......... ... (804)
Other Comprehensive Loss, Net of Tax ........ (45,359)
Share-Based Payment Expense(2) ............ 2,055
Common Stock Issued Under Stock and
Benefit Plans(1) ........................ 1,379 1,379 33,068

Balance at September 30,2009 .............. 80,500 80,500 602,839 048,293 (42,396)

Net Income Available for Common Stock ... ... 225913
Dividends Declared on Common Stock ($1.36
PerShare) ........ . ... . .. . ... ... ... (110,944)
Other Comprehensive Loss, Net of Tax .. ...... (2,589)
Share-Based Payment Expense(2) ............ 4,435
Common Stock Issued Under Stock and Benefit
Plans(1) . ... ... 1,575 1,575 38,345

Balance at September 30,2010 .............. 82,075 82,075 645,619 1,063,262 (44,985)

Net Income Available for Common Stock ... ... 258,402
Dividends Declared on Common Stock ($1.40
PerShare) ....... ... ... . it i, (115,642)
Other Comprehensive Loss, Netof Tax . ....... 2,714)
Share-Based Payment Expense(2) ............ 6,656
Common Stock Issued (Repurchased) Under
Stock and Benefit Plans(1) ................ 738 738 (1,526)

Balance at September 30,2011 .............. 82,813 $82,813 $650,749 $1,206,022(3) $(47,699)

(1) Paid in Capital includes tax costs of $1.2 million for September 30, 2011 and tax benefits of
$13.2 million and $5.9 million for September 30, 2010 and 2009, respectively, associated with the
exercise of stock options.

(2) Paid in Capital includes compensation costs associated with stock option, SARs and/or restricted stock
awards. The expense is included within Net Income Available For Common Stock, net of tax benefits.

(3) The availability of consolidated earnings reinvested in the business for dividends payable in cash is
limited under terms of the indentures covering long-term debt. At September 30, 2011, $1.1 billion of
accumulated earnings was free of such limitations.
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Common Stock

The Company has various plans which allow shareholders, employees and others to purchase shares of
the Company common stock. The National Fuel Gas Company Direct Stock Purchase and Dividend
Reinvestment Plan allows shareholders to reinvest cash dividends and make cash investments in the
Company’s common stock and provides investors the opportunity to acquire shares of the Company common
stock without the payment of any brokerage commissions in connection with such acquisitions. The 401(k)
Plans allow employees the opportunity to invest in the Company common stock, in addition to a variety of
other investment alternatives. Generally, at the discretion of the Company, shares purchased under these
plans are either original issue shares purchased directly from the Company or shares purchased on the open
market by an independent agent. During 2011, the Company issued 55,113 original issue shares of common
stock for the Direct Stock Purchase and Dividend Reinvestment Plan.

During 2011, the Company issued 1,123,164 original issue shares of common stock as a result of stock
option and SARs exercises and 47,250 original issue shares for restricted stock awards (non-vested stock as
defined by the current accounting literature for stock-based compensation). Holders of stock options, SARs
or restricted stock will often tender shares of common stock to the Company for payment of option exercise
prices and/or applicable withholding taxes. During 2011, 503,620 shares of common stock were tendered to
the Company for such purposes. The Company considers all shares tendered as cancelled shares restored to
the status of authorized but unissued shares, in accordance with New Jersey law.

The Company also has a director stock program under which it issues shares of Company common
stock to the non-employee directors of the Company who receive compensation under the Company’s 2009
Non-Employee Director Equity Compensation Plan, as partial consideration for the directors’ services during
the fiscal year. Under this program, the Company issued 15,300 original issue shares of common stock
during 2011.

Shareholder Rights Plan

In 1996, the Company’s Board of Directors adopted a shareholder rights plan (Plan). The Plan has been
amended several times since it was adopted and is now embodied in an Amended and Restated Rights
Agreement effective December 4, 2008, a copy of which was included as an exhibit to the Form 8-K filed by
the Company on December 4, 2008.

Pursuant to the Plan, the holders of the Company’s common stock have one right (Right) for each of
their shares. Each Right is initially evidenced by the Company’s common stock certificates representing the
outstanding shares of common stock.

The Rights have anti-takeover effects because they will cause substantial dilution of the Company’s
common stock if a person attempts to acquire the Company on terms not approved by the Board of Directors
(an Acquiring Person).

The Rights become exercisable upon the occurrence of a Distribution Date as described below, but after
a Distribution Date Rights that are owned by an Acquiring Person will be null and void. At any time
following a Distribution Date, each holder of a Right may exercise its right to receive, upon payment of an
amount calculated under the Rights Agreement, common stock of the Company (or, under certain
circumstances, other securities or assets of the Company) having a value equal to two times the amount paid
to exercise the Right. However, the Rights are subject to redemption or exchange by the Company prior to
their exercise as described below.

A Distribution Date would occur upon the earlier of (i) ten days after the public announcement that a
person or group has acquired, or obtained the right to acquire, beneficial ownership of the Company’s
common stock or other voting stock (including Synthetic Long Positions as defined in the Plan) having 10%
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or more of the total voting power of the Company’s common stock and other voting stock and (ii) ten days
after the commencement or announcement by a person or group of an intention to make a tender or
exchange offer that would result in that person acquiring, or obtaining the right to acquire, beneficial
ownership of the Company’s common stock or other voting stock having 10% or more of the total voting
power of the Company’s common stock and other voting stock.

In certain situations after a person or group has acquired beneficial ownership of 10% or more of the
total voting power of the Company’s stock as described above, each holder of a Right will have the right to
exercise its Rights to receive, upon exercise of the right, common stock of the acquiring company having a
value equal to two times the amount paid to exercise the right. These situations would arise if the Company
is acquired in a merger or other business combination or if 530% or more of the Company’s assets or earning
power are sold or transferred.

At any time prior to the end of the business day on the tenth day following the Distribution Date, the
Company may redeem the Rights in whole, but not in part, at a price of $0.005 per Right, payable in cash or
stock. A decision to redeem the Rights requires the vote of 75% of the Company’s full Board of Directors.
Also, at any time following the Distribution Date, 75% of the Company’s full Board of Directors may vote to
exchange the Rights, in whole or in part, at an exchange rate of one share of common stock, or other
property deemed to have the same value, per Right, subject to certain adjustments.

Upon exercise of the Rights, the Company may need additional regulatory approvals to satisfy the
requirements of the Rights Agreement. The Rights will expire on July 31, 2018, unless earlier than that date,
they are exchanged or redeemed or the Plan is amended to extend the expiration date.

Stock Option and Stock Award Plans

Transactions involving option shares for all plans are summarized as follows:

Weighted
Average
Number of Remaining Aggregate
Shares Subject Weighted Average Contractual Intrinsic
to Option Exercise Price  Life (Years) Value
(In thousands)
Outstanding at September 30, 2010 ....... 2,879,247 $29.30
Grantedin2011 ....................... — $ —
Exercisedin2011 ..................... (1,119,980) $26.04
Forfeitedin 2011 ....... ... ... ... ...... (306) $24.50
Outstanding at September 30, 2011 ....... 1,758,961 $31.38 2.93 $30,436
Option shares exercisable at September 30,
2011 ... 1,758,961 $31.38 293 $30,436

Option shares available for future grant at
September 30, 2011(1) ............... 2,515,703

(1) Includes shares available for SARs and restricted stock grants.
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Transactions involving non-performance based SARs for all plans are summarized as follows:

Weighted
Average
Number of Remaining Aggregate
Shares Subject Weighted Average Contractual Intrinsic
To Option Exercise Price  Life (Years) Value
(In thousands)
Outstanding at September 30, 2010 ....... 50,000 $41.20
Grantedin2011 ....................... 195,000 $63.30
Exercisedin 2011 ..................... —_ $ —
Forfeitedin2011 ...................... — $ —
Outstanding at September 30, 2011 ....... 245,000 $58.79 8.50 $(2,478)
SARs exercisable at September 30, 2011 . . .. 50,000 $41.20 5.45 $ 374

Transactions involving performance based SARs for all plans are summarized as follows:

Weighted
Average
Number of Remaining Aggregate
Shares Subject Weighted Average Contractual Intrinsic
To Option Exercise Price  Life (Years) Value
(In thousands)

Outstanding at September 30, 2010 ... . ... 1,348,493 $41.49
Grantedin2011 ....................... — $ —
Exercisedin 2011 .......... ... . ... .... (10,997) $38.63
Forfeitedin 2011 .............. ... ..., (7,334) $55.86
Canceledin 2011(1) ................... (105,009) $48.26
Outstanding at September 30, 2011 ....... 1,225,153 $40.85 7.67 $9,592
SARs exercisable at September 30, 2011 . . .. 666,130 $38.07 7.42 $7,068

(1) Shares were canceled during 2011 due to performance condition not being met.

Restricted Share Awards

Transactions involving restricted shares for all plans are summarized as follows:

Number of Weighted Average

Restricted Fair Value per
Share Awards Award
Restricted Share Awards Outstanding at September 30, 2010 .. .. 94,500 $47.57
Granted in 2011 . ... ... .. .. .. L 47,250 $63.98
Vested in 2011 . ... . (2,500) $34.94
Forfeited in 2011 .. ... ... .. . — $ —
Restricted Share Awards Outstanding at September 30, 2011 .. .. 139,250 $53.37

Vesting restrictions for the outstanding shares of non-vested restricted stock at September 30, 2011 will
lapse as follows: 2012 — 18,740 shares; 2013 — 20,750 shares; 2014 — 20,760 shares; 2015 —
19,000 shares; 2016 — 5,000 shares; 2018 — 35,000 shares; and 2021 — 20,000 shares.
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Restricted Stock Units

Transactions involving restricted stock units for all plans are summarized as follows:

Number of Weighted Average

Restricted Fair Value per
Share Awards Award
Restricted Stock Units Outstanding at September 30, 2010 . .. ... — $ —
Granted in 2011 ... ... 41,800 $59.35
Vested in 2011 ... ... o — $ —
Forfeited in 2011 . ... .. . e (2,400) $61.87
Restricted Stock Units Outstanding at September 30, 2011 ... ... 39,400 $59.20

Vesting restrictions for the outstanding shares of non-vested restricted stock units at September 30, 2011
will lapse as follows: 2014 — 13,132 shares; 2015 — 13,134 shares; and 2016 — 13,134 shares.

Redeemable Preferred Stock

As of September 30, 2011, there were 10,000,000 shares of $1 par value Preferred Stock authorized but
unissued.

Long-Term Debt

The outstanding long-term debt is as follows:

At September 30
2011 2010
(Thousands)

Medium-Term Notes(1):

6.7% to 7.50% due November 2010 to June 2025 ............... $ 249,000 $ 449,000
Notes(1):

5.25% to 8.75% due March 2013 to May 2019 ... ............... 800,000 800,000
Total Long-TermDebt ......... .. .. ... .. 1,049,000 1,249,000
Less Current Portion(2) ... ... i 150,000 200,000

$ 899,000 $1,049,000

(1) The Medium-Term Notes and Notes are unsecured.

(2) Current Portion of Long-Term Debt at September 30, 2011 consists of $150.0 million of 6.70% medium-
term notes that matured in November 2011. Current Portion of Long-Term Debt at September 30, 2010
consists of $200.0 million of 7.50% medium-term notes that matured in November 2010.

The Company has $300.0 million of 6.50% notes that mature in April 2018 and $250.0 million of 8.75%
notes that mature in May 2019. The holders of these notes may require the Company to repurchase their
notes at a price equal to 101% of the principal amount in the event of both a change in control and a ratings
downgrade to a rating below investment grade.

As of September 30, 2011, the aggregate principal amounts of long-term debt maturing during the next
five years and thereafter are as follows: $150.0 million in 2012, $250.0 million in 2013, zero in 2014, zero in
2015, zero in 2016 and $649.0 million thereafter.
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Short-Term Borrowings

The Company historically has obtained short-term funds either through bank loans or the issuance of
commercial paper. As for the former, the Company maintains a number of individual uncommitted or
discretionary lines of credit with certain financial institutions for general corporate purposes. Borrowings
under these lines of credit are made at competitive market rates. These credit lines, which aggregate to
$385.0 million, are revocable at the option of the financial institutions and are reviewed on an annual basis.
The Company anticipates that these lines of credit will continue to be renewed, or substantially replaced by
similar lines. The total amount available to be issued under the Company’s commercial paper program is
$300.0 million. The commercial paper program is backed by a syndicated committed credit facility totaling
$300.0 million, which commitment extends through September 30, 2013.

At September 30, 2011, the Company had $40.0 million in outstanding commercial paper. The weighted
average interest rate on this commercial paper was 0.43%. The Company did not have any outstanding short-
term notes payable to banks or commercial paper at September 30, 2010.

Debt Restrictions

Under the Company’s committed credit facility, the Company has agreed that its debt to capitalization
ratio. will not exceed .65 at the last day of any fiscal quarter through September 30, 2013. At September 30,
2011, the Company’s debt to capitalization ratio (as calculated under the facility) was .37. The constraints
specified in the committed credit facility would permit an additional $2.42 billion in short-term and/or long-
term debt to be outstanding (further limited by the indenture covenants discussed below) before the
Company’s debt to capitalization ratio would exceed .65. If a downgrade in any of the Company’s credit
ratings were to occur, access to the commercial paper markets might not be possible. However, the Company
expects that it could borrow under its committed credit facility, uncommitted bank lines of credit or rely
upon other liquidity sources, including cash provided by operations.

Under the Company’s existing indenture covenants, at September 30, 2011, the Company would have
been permitted to issue up to a maximum of $1.77 billion in additional long-term unsecured indebtedness at
then current market interest rates in addition to being able to issue new. indebtedness to replace maturing
debt. The Company’s present liquidity position is believed to be adequate to satisfy known demands.
However, if the Company were to experience a significant loss in the future (for example, as a result of an
impairment of oil and gas properties), it is possible, depending on factors including the magnitude of the
loss, that these indenture covenants would restrict the Company’s ability to issue additional long-term
unsecured indebtedness for a period of up to nine calendar months, beginning with the fourth calendar
month following the loss. This would not at any time preclude the Company from issuing new indebtedness
to replace maturing debt.

The Company’s 1974 indenture pursuant to which $99.0 million (or 9.4%) of the Company’s long-term
debt (as of September 30, 2011) was issued, contains a cross-default provision whereby the failure by the
Company to perform certain obligations under other borrowing arrangements could trigger an obligation to
repay the debt outstanding under the indenture. In particular, a repayment obligation could be triggered if
the Company fails (i) to pay any scheduled principal or interest on any debt under any other indenture or
agreement, or (ii) to perform any other term in any other such indenture or agreement, and the effect of the
failure causes, or would permit the holders of the debt to cause, the debt under such indenture or agreement
to become due prior to its stated maturity, unless cured or waived.

The Company’s $300.0 million committed credit facility also contains a cross-default provision whereby
the failure by the Company or its significant subsidiaries to make payments under other borrowing
arrangements, or the occurrence of certain events affecting those other borrowing arrangements, could
trigger an obligation to repay any amounts outstanding under the committed credit facility. In particular, a
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repayment obligation could be triggered if (i) the Company or any of its significant subsidiaries fails to make
a payment when due of any principal or interest on any other indebtedness aggregating $40.0 million or
more, or (ii) an event occurs that causes, or would permit the holders of any other indebtedness aggregating
$40.0 million or more to cause, such indebtedness to become due prior to its stated maturity. As of
September 30, 2011, the Company had no debt outstanding under the committed credit facility.

Note F — Fair Value Measurements

The FASB authoritative guidance regarding fair value measurements establishes a fair-value hierarchy
and prioritizes the inputs used in valuation techniques that measure fair value. Those inputs are prioritized
into three levels. Level 1 inputs are unadjusted quoted prices in active markets for assets or liabilities that the
Company has the ability to access at the measurement date. Level 2 inputs are inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either directly or indirectly at the
measurement date. Level 3 inputs are unobservable inputs for the asset or liability at the measurement date.
The Company’s assessment of the significance of a particular input to the fair value measurement requires
judgment, and may affect the valuation of fair value assets and liabilities and their placement within the fair
value hierarchy levels.

The following table sets forth, by level within the fair value hierarchy, the Company’s financial assets
and liabilities (as applicable) that were accounted for at fair value on a recurring basis as of September 30,
2011 and 2010. Financial assets and liabilities are classified in their entirety based on the lowest level of
input that is significant to the fair value measurement.

At Fair Value as of September 30, 2011

Recurring Fair Value Measures Level 1 Level 2 Level 3 Total

(Dollars in thousands)

Assets:
Cash Equivalents — Money Market Mutual Funds . .. .. $32444 $ — $ — $ 32444
Derivative Financial Instruments:
Over the Counter Swaps — Gas . ................. — 75,113 — 75,113
Over the Counter Swaps —Oil .................. — — 972 972
Other Investments:
Balanced Equity Mutual Fund ................... 19,882 — — 19,882
Common Stock — Financial Services Industry . .. ... 4,478 — — 4,478
Other Common Stock . . ... it 226 — — 226
Hedging Collateral Deposits . ...................... 19,701 — — 19,701
Total ..o $76,731 $75,113 $ 972 $152816
Liabilities:
Derivative Financial Instruments:
Commodity Futures Contracts — Gas . ............ $ 3292 $% — % — % 3292
Over the Counter Swaps —Oil .................. — — 6,382 6,382
Total ..o e $ 3202 % — $6382 $ 9,674
Total Net Assets/(Liabilities) ...................... $73,439 $75,113 $(5,410) $143,142
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At Fair Value as of September 30, 2010

Recurring Fair Value Measures Level 1 Level 2 Level 3 Total

(Dollars in thousands)

Assets:
Cash Equivalents — Money Market Mutual Funds . .. $277,423 $ — $ — $277,423
Derivative Financial Instruments:
Over the Counter Swaps — Gas . ............... — 67,387 — 67,387
Over the Counter Swaps — Oil ................ — — (2,203)  (2,203)
Other Investments:
Balanced Equity Mutual Fund ............ .. ... 17,256 — — 17,256
Common Stock — Financial Services Industry . . . . 4,991 —_— — 4,991
Other Common Stock . ....................... 241 — — 241
Hedging Collateral Deposits . .................... 11,134 — — 11,134
Total . ... .. . $311,045 $67,387 $ (2,203) $376,229
Liabilities:
Derivative Financial Instruments:
Commodity Futures Contracts — Gas .. ......... $ 5840 $ — % — $ 5,840
Over the Counter Swaps — OQil ................ — — 14,280 14,280
Over the Counter Swaps — Gas . ............... — 40 — 40
Total .. ... $ 5840 $ 40 $ 14,280 $ 20,160
Total Net Assets/(Liabilities) .................... $305,205 $67,347 $(16,483) $356,069

Derivative Financial Instruments

At September 30, 2011 and 2010, the derivative financial instruments reported in Level 1 consist of
natural gas NYMEX futures contracts used in the Company’s Energy Marketing segment. Hedging collateral
deposits of $5.5 million (at September 30, 2011) and $10.1 million (at September 30, 2010), which are
associated with these futures contracts have been reported in Level 1 as well. The derivative financial
instruments reported in Level 2 at September 30, 2011 and 2010, consist of natural gas price swap
agreements used in the Company’s Exploration and Production and Energy Marketing segments. The fair
value of the Level 2 price swap agreements is based on an internal, discounted cash flow model that uses
observable inputs (i.e. LIBOR based discount rates and basis differential information, if applicable, at active
natural gas and crude oil trading markets). The derivative financial instruments reported in Level 3 consist of
the Company’s Exploration and Production segment’s crude oil price swap agreements at September 30, 2011
and 2010. Hedging collateral deposits of $14.2 million and $1.0 million associated with these crude oil price
swap agreements have been reported in Level 1 at September 30, 2011 and September 30, 2010, respectively.
The fair value of the Level 3 crude oil price swap agreements is based on an internal, discounted cash flow
model that uses both observable (i.e. LIBOR based discount rates) and unobservable inputs (i.e. basis
differential information of crude oil trading markets with low trading volume). Based on an assessment of the
counterparties’ credit risk, the fair market value of the price swap agreements reported as Level 2 and Level 3
assets have been reduced by $2.0 million at September 30, 2011 and the fair market value of the price swap
agreements reported as Level 2 assets have been reduced by $1.0 million at September 30, 2010. Based on an
assessment of the Company’s credit risk, the fair market value of the price swap agreements reported as
Level 3 liabilities have not been reduced at September 30, 2011 and the fair market value of the price swap
agreements reported as Level 2 and Level 3 liabilities have been reduced by $0.3 million at September 30,
2010. These credit reserves were determined by applying default probabilities to the anticipated cash flows
that the Company is either expecting from its counterparties or expecting to pay to its counterparties.
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The tables listed below provide reconciliations of the beginning and ending net balances for assets and
liabilities measured at fair value and classified as Level 3 for the years ended September 30, 2011 and
September 30, 2010, respectively. For the years ended September 30, 2011 and September 30, 2010, no
transfers in or out of Level 1 or Level 2 occurred. There were no purchases or sales of derivative financial
instruments during the periods presented in the tables below. All settlements of the derivative financial
instruments are reflected in the Gains/Losses Realized and Included in Earnings column of the tables below.

Fair Value Measurements Using Unobservable Inputs (Level 3)
Total Gains/Losses

Gains/Losses
Gain/Losses Unrealized and
Realized and Included in Other Transfer
October 1, Included in Comprehensive Income  In/(Out) of  September 30,
2010 Earnings (Loss) Level 3 2011

(Dollars in thousands)

Derivative Financial
Instruments(2) .. $(16,483) $41,354(1) $(30,281) $— $(5,410)

(1) Amounts are reported in Operating Revenues in the Consolidated Statement of Income for the year
ended September 30, 2011.

(2) Derivative Financial Instruments are shown on a net basis.

Fair Value Measurements Using Unobservable Inputs (Level 3)
Total Gains/Losses

Gains/Losses
Gain/Losses Unrealized and
Realized and Included in Other Transfer
October 1, Included in Comprehensive Income  In/(Out) of  September 30,
2009 Earnings (Loss) Level 3 2010

(Dollars in thousands)

Derivative Financial
Instruments(2) ..  $26,969 $(9,372)(1) $(34,080) $— $(16,483)

(1) Amounts are reported in Operating Revenues in the Consolidated Statement of Income for the year
ended September 30, 2010.

(2) Derivative Financial Instruments are shown on a net basis.

Note G — Financial Instruments

Long-Term Debt

The fair market value of the Company’s debt, as presented in the table below, was determined using a
discounted cash flow model, which incorporates the Company’s credit ratings and current market conditions
in determining the yield, and subsequently, the fair market value of the debt. Based on these criteria, the fair
market value of long-term debt, including current portion, was as follows:

At September 30
2011 Carrying 2011 Fair 2010 Carrying 2010 Fair
Amount Value Amount Value
(Thousands)
Long-TermDebt ................. $1,049,000 $1,198,585 $1,249,000 $1,423,349
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The fair value amounts are not intended to reflect principal amounts that the Company will ultimately
be required to pay. Carrying amounts for other financial instruments recorded on the Company’s
Consolidated Balance Sheets approximate fair value.

Temporary cash investments, notes payable to banks and commercial paper are stated at cost, which
approximates their fair value due to short-term maturities of those financial instruments.

Other Investments

Investments in life insurance are stated at their cash surrender values or net present value as discussed
below. Investments in an equity mutual fund and the stock of an insurance company (marketable equity
securities), as discussed below, are stated at fair value based on quoted market prices.

Other investments include cash surrender values of insurance contracts (net present value in the case of
split-dollar collateral assignment arrangements) and marketable equity securities. The values of the insurance
contracts amounted to $54.8 million and $55.4 million at September 30, 2011 and 2010, respectively. The
fair value of the equity mutual fund was $19.9 million and $17.3 million at September 30, 2011 and 2010,
respectively. The gross unrealized loss on this equity mutual fund was $0.7 million at September 30, 2011.
The unrealized gain on the equity mutual fund at September 30, 2010 was negligible as the fair market value
was approximately equal to the cost basis. The fair value of the stock of an insurance company was
$4.5 million and $5.0 million at September 30, 2011 and 2010, respectively. The gross unrealized gain on
this stock was $2.1 million and $2.6 million at September 30, 2011 and 2010, respectively. The insurance
contracts and marketable equity securities are primarily informal funding mechanisms for various benefit
obligations the Company has to certain employees.

Derivative Financial Instruments

The Company uses derivative instruments to manage commodity price risk in the Exploration and
Production and Energy Marketing segments. The Company enters into futures contracts and
over-the-counter swap agreements for natural gas and crude oil to manage the price risk associated with
forecasted sales of gas and oil. The Company also enters into futures contracts and swaps to manage the risk
associated with forecasted gas purchases, storage of gas, withdrawal of gas from storage to meet customer
demand and the potential decline in the value of gas held in storage. The duration of the majority of the
Company’s hedges do not typically exceed 3 years.

The Company has presented its net derivative assets and liabilities on its Consolidated Balance Sheet at
September 30, 2011 and September 30, 2010 as shown in the table below.

Fair Values of Derivative Instruments
(Dollar Amounts in Thousands)

L Asset Derivatives Liability Derivatives
Derivatives
Designated as Consolidated Consolidated
Hedging Balance Sheet Balance Sheet
Instruments Location Fair Value Location Fair Value
Fair Value of Fair Value of
Derivative Derivative
Financial Financial
Commodity Contracts — at September 30, 2011 ... ... Instruments  $76,085 Instruments $ 9,674
' Fair Value of Fair Value of
Derivative Derivative
) Financial Financial
Commodity Contracts — at September 30, 2010 ...... Instruments $65,184  Instruments - $20,160
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The following table discloses the fair value of derivative contracts on a gross-contract basis as opposed to

the net-contract basis presentation on the Consolidated Balance Sheets at September 30; 2011 and
September 30, 2010.

Der!vatives Fair Values of Derivative Instraments
D&lg'nated as (Dollar Amounts in Thousands)
Hedging -
Instruments Gross Asset Derivatives Gross Liability Derivatives
Commodity Contracts at September 30, 2011 ... $90,253 $23,842
Commodity Contracts at September 30, 2010 ... $77,837 $32,813

Cash Flow Hedges

" For derivative instruments that are designated and qualify as a cash flow hedge, the effective portion of
the gain or loss on the derivative is reported as a component of other comprehensive income (loss) and
reclassified into earnings in the period or periods during which the hedged transaction affects earnings. Gains
and losses on the derivative representing either hedge ineffectiveness or hedge components excluded from
the assessment of effectiveness are recognized in current earnings.

As of September 30, 2011, the Company’s Exploration and Production segment had the following
commodity derivative contracts (swaps) outstanding to hedge forecasted sales (where the Company uses
short positions (i.e. positions that pay-off in the event of commodity price decline) to mitigate the risk of
decreasing revenues and earnings):

Commodity Units
Natural Gas 63.4 Bcf (all short positions)
Crude Oil 2,736,000 Bbls (all short positions)

As of September 30, 2011, the Company’s Energy Marketing segment had the following commodity
derivative contracts (futures contracts and swaps) outstanding to hedge forecasted sales (where the Company
uses short positions to mitigate the risk associated with natural gas price decreases and its impact on
decreasing revenues and earnings) and purchases (where the Company uses long positions (i.e. positions that
pay-off in the event of commodity price increases) to mitigate the risk of increasing natural gas prices, which
would lead to increased purchased gas expense and decreased earnings):

Commodity Units

Natural Gas 7.1 Bef (6.5 Bef short positions (forecasted storage withdrawals)
and 0.6 Bcf long positions (forecasted storage injections))

As of September 30, 2011, the Company’s Exploration and Production segment had $67.4 million
($39.2 million after tax) of net hedging gains included in the accumulated other comprehensive income
(loss) balance. It is expected that $44.5 million ($25.9 million after tax) of these gains will be reclassified
into the Consolidated Statement of Income (Loss) within the next 12 months as the expected sales of the
underlying commodities occur. See Note A, under Accumulated Other Comprehensive Income (Loss), for the
after-tax gain (loss) pertaining to derivative financial instruments for both the Exploration and Production
and Energy Marketing segment.

As of September 30, 2011, the Company’s Energy Marketing segment had $2.9 million ($1.8 million
after tax) of net hedging gains included in the accumulated other comprehensive income (loss) balance. It is
expected that the full amount will be reclassified into the Consolidated Statement of Income (Loss) within
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the next 12 months as the sales and purchases of the underlying commodities occur. See Note A, under
Accumulated Other Comprehensive Income (Loss), for the after-tax gain (loss) pertaining to derivative

financial instruments for both the Exploration and Production and Energy Marketing segment.

The Effect of Derivative Financial Instruments on the Statement of Financial Performance for the
Year Ended September 30, 2011 and 2010 (Dollar Amounts in Thousands)

Amount of
Derivative Gain or
(Loss) Recognized

in Other
Comprehensive
Income (Loss) on
the Consolidated
Statement of
Comprehensive

Location of
Derivative Gain or
(Loss) Reclassified
from Accumulated

Other Comprehensive
Income (Loss) on
the Consolidated

Amount of
Derivative Gain or
(Loss) Reclassified
from Accumulated

er
Comprehensive
Income (Loss) on
the Consolidated
Balance Sheet into
the Consolidated

Derivative Gain or
(Loss) Recognized
in the Consolidated

(Loss) Recognized Statement of Income
in the Consolidated (Ineffective
Statement of Income Portion and Amount

Location of
Derivative Gain or

Income (Loss) Balance Sheet into Statement of Income (Ineffective Excluded from
Derivatives in Cash  (Effective Portion) the Consolidated (Effective Portion) Portion and Amount Effectiveness Testing)
Flow Hedging for the Year Ended Statement of Income for the Year Ended Excluded from for the Year Ended
Relationships September 30, (Effective Portion) September 30,  Effectiveness Testing)  September 30,
2011 2010 2011 2010 2011 2010

Commodity

Contracts —

Exploration &

Production Operating Operating

segment .. ... $24,713 $52,786 Revenue $ 6,367 $39,898 Revenue $— $—
Commodity

Contracts —

Energy

Marketing Purchased Operating

segment ..... $ 5,015 $11,200 Gas $ 8,608 $ 52 Revenue $— $—
Commodity

Contracts —

Pipeline &

Storage Operating Operating

segment(1)...$ 510 $ 1,380 Revenue $ 5109% 1,370 Revenue §: $—
Total .......... $30,238 $65,366 $15,485 $41,320 $: $—

(1) There were no open hedging positions at September 30, 2011 or 2010. As such there is no mention of

these positions in the preceding sections of this footnote.

Fair value hedges

The Company’s Energy Marketing segment utilizes fair value hedges to mitigate risk associated with
fixed price sales commitments, fixed price purchase commitments, and the decline in the value of natural gas
held in storage. With respect to fixed price sales commitments, the Company enters into long positions to
mitigate the risk of price increases for natural gas supplies that could occur after the Company enters into
fixed price sales agreements with its customers. With respect to fixed price purchase commitments, the
Company enters into short positions to mitigate the risk of price decreases that could occur after the
Company locks into fixed price purchase deals with its suppliers. With respect to storage hedges, the
Company enters into short positions to mitigate the risk of price decreases that could result in a lower of cost
or market writedown of the value of natural gas in storage that is recorded in the Company’s financial
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statements. As of September 30, 2011, the Company’s Energy Marketing segment had fair value hedges
covering approximately 10.9 Bef (8.5 Bcf of fixed price sales commitments (all long positions) and 2.4 Bcf of
fixed price purchase commitments (all short positions)). For derivative instruments that are designated and
qualify as a fair value hedge, the gain or loss on the derivative as well as the offsetting gain or loss on the
hedged item attributable to the hedged risk completely offset each other in current earnings, as shown below.

Consolidated Statement of Income Gain/(Loss) on Derivative Gain/(Loss) on Commitment
Operating Revenues ..................... $5,469,702 $(5,469,702)
Purchased Gas . . ... $ 208,962 $ (208,962)
Amount of
Derivative Gain or
Location of (Loss) Recognized
Derivative Gain or in the Consolidated
(Loss) Recognized Statement of Income
Derivatives in Fair Value Hedging Relationships — Energy in the Consolidated for the Year Ended
Marketing segment Statement of Income September 30, 2011

(In thousands)
Commodity Contracts — Hedge of fixed price sales

commitments of natural gas . ........... ... ..... Operating Revenues $5,470
Commodity Contracts — Hedge of fixed price
purchase commitments of natural gas ............ Purchased Gas (303)
Commodity Contracts — Hedge of natural gas held in
SEOTAZE « - o o e e e e Purchased Gas 512
$5,679

The Company may be exposed to credit risk on any of the derivative financial instruments that are in a
gain position. Credit risk relates to the risk of loss that the Company would incur as a result of
nonperformance by counterparties pursuant to the terms of their contractual obligations. To mitigate such
credit risk, management performs a credit check, and then on a quarterly basis monitors counterparty credit
exposure. The majority of the Company’s counterparties are financial institutions and energy traders. The
Company has over-the-counter swap positions with eleven counterparties of which ten are in a net gain
position. On average, the Company had $7.6 million of credit exposure per counterparty in a gain position at
September 30, 2011. The maximum credit exposure per counterparty in a gain position at September 30,
2011 was $12.2 million. The Company had not received any collateral from these counterparties at
September 30, 2011 since the Company’s gain position on such derivative financial instruments had not
exceeded the established thresholds at which the counterparties would be required to post collateral, nor had
the counterparties’ credit ratings declined to levels at which the counterparties were required to post
collateral.

As of September 30, 2011, eight of the eleven counterparties to the Company’s outstanding derivative
instrument contracts (specifically the over-the-counter swaps) had a common credit-risk related contingency
feature. In the event the Company’s credit rating increases or falls below a certain threshold (applicable debt
ratings), the available credit extended to the Company would either increase or decrease. A decline in the
Company’s credit rating, in and of itself, would not cause the Company to be required to increase the level of
its hedging collateral deposits (in the form of cash deposits, letters of credit or treasury debt instruments). If
the Company’s outstanding derivative instrument contracts were in a liability position (or if the current
liability were larger) and/or the Company’s credit rating declined, then additional hedging collateral deposits
would be required. At September 30, 2011, the fair market value of the derivative financial instrument assets
with a credit-risk related contingency feature was $51.1 million according to the Company’s internal model
(discussed in Note F — Fair Value Measurements). At September 30, 2011, the fair market value of the
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derivative financial instrument liability with a credit-risk related contingency feature was $6.4 million
according to the Company’s internal model (discussed in Note F — Fair Value Measurements). For its
over-the-counter crude oil swap agreements, which are in a liability position, the Company was required to
post $14.2 million in hedging collateral deposits at September 30, 2011. This is discussed in Note A under
Hedging Collateral Deposits.

For its exchange traded futures contracts which are in a liability position, the Company had posted
$5.5 million in hedging collateral as of September 30, 2011. As these are exchange traded futures contracts,
there are no specific credit-risk related contingency features. The Company posts hedging collateral based on
open positions and margin requirements it has with its counterparties.

The Company’s requirement to post hedging collateral deposits is based on the fair value determined by
the Company’s counterparties, which may differ from the Company’s assessment of fair value. Hedging
collateral deposits may also include closed derivative positions in which the broker has not cleared the cash
from the account to offset the derivative liability. The Company records liabilities related to closed derivative
positions in Other Accruals and Current Liabilities on the Consolidated Balance Sheet. These liabilities are
relieved when the broker clears the cash from the hedging collateral deposit account. This is discussed in
Note A under Hedging Collateral Deposits.

Note H — Retirement Plan and Other Post-Retirement Benefits

The Company has a tax-qualified, noncontributory, defined-benefit retirement plan (Retirement Plan)
that covers a majority of the full-time employees of the Company. The Retirement Plan covers certain
non-collectively bargained employees hired before July 1, 2003 and certain collectively bargained employees
hired before November 1, 2003. Certain non-collectively bargained employees hired after June 30, 2003 and
certain collectively bargained employees hired after October 31, 2003 are eligible for a Retirement Savings
Account benefit provided under the Company’s defined contribution Tax-Deferred Savings Plans. Costs
associated with the Retirement Savings Account were $0.7 million, $0.6 million and $0.4 million for the
years ended September 30, 2011, 2010 and 2009, respectively. Costs associated with the Company's
contributions to the Tax-Deferred Savings Plans, exclusive of the costs associated with the Retirement
Savings Account, were $4.3 million, $4.2 million, and $4.1 million for the years ended September 30, 2011,
2010 and 2009, respectively.

The Company provides health care and life insurance benefits (other post-retirement benefits) for a
majority of its retired employees. The other post-retirement benefits cover certain non-collectively bargained
employees hired before January 1, 2003 and certain collectively bargained employees hired before
QOctober 31, 2003.

The Company’s policy is to fund the Retirement Plan with at least an amount necessary to satisfy the
minimum funding requirements of applicable laws and regulations and not more than the maximum amount
deductible for federal income tax purposes. The Company has established VEBA trusts for its other post-
retirement benefits. Contributions to the VEBA trusts are tax deductible, subject to limitations contained in
the Internal Revenue Code and regulations and are made to fund employees’ other post-retirement benefits,
as well as benefits as they are paid to current retirees. In addition, the Company has established 401(h)
accounts for its other post-retirement benefits. They are separate accounts within the Retirement Plan trust
used to pay retiree medical benefits for the associated participants in the Retirement Plan. Although these
accounts are in the Retirement Plan trust, for funding status purposes as shown below, the 401(h) accounts
are included in Fair Value of Assets under Other Post-Retirement Benefits. Contributions are tax-deductible
when made, subject to limitations contained in the Internal Revenue Code and regulations. Retirement Plan,
VEBA trust and 401(h) account assets primarily consist of equity and fixed income investments or units in
commingled funds or money market funds.
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The expected return on plan assets, a component of net periodic benefit cost shown in the tables below,
is applied to the market-related value of plan assets. The market-related value of plan assets is the market
value as of the measurement date adjusted for variances between actual returns and expected returns (from
previous years) that have not been reflected in net periodic benefit costs.

Reconciliations of the Benefit Obligations, Plan Assets and Funded Status, as well as the components of
Net Periodic Benefit Cost and the Weighted Average Assumptions of the Retirement Plan and other post-
retirement benefits are shown in the tables below. The date used to measure the Benefit Obligations, Plan
Assets and Funded Status is September 30 for fiscal year 2011, 2010 and 2009.

Retirement Plan Other Post-Retirement Benefits
Year Ended September 30 Year Ended September 30
2011 2010 2009 2011 2010 2009
(Thousands)
Change in Benefit Obligation
Benefit Obligation at Beginning of

Period ......... ... .. .. .. ... $ 924,493 $ 831,496 $ 719,059 $ 472,407 $ 467,295 $ 411,545
Service COSt . . ...t 14,772 12,997 10,913 4,276 4,298 3,801
Interest COSt . ..o vviveeeenen 42,676 44308 46,836 21,884 25,017 27,499
Plan Participants’ Contributions ... ... — — — 1,963 1,644 2,185
Retiree Drug Subsidy Receipts ........ — —_ — 1,532 1,354 1,427
Amendments(1) ................... (1,764) — — (7,187) —  (10,765)
Actuarial (Gain) Loss . .............. 21,395 85,831 102,430 15,071 (3,635) 55,776
Adjustment for Change in Measurement ‘

Date . ... — —_ 14,438 — — 7,825
BenefitsPaid ................... ... (51,795) (50,139) (62,180) (24,494) (23,566) (31,998)
Benefit Obligation at End of Period .. $ 949,777 $ 924,493 $ 831,496 $ 485,452 $ 472,407 $ 467,295
Change in Plan Assets
Fair Value of Assets at Beginning of

Period ....... ... ... ... $ 597,549 $ 563,881 $ 695,089 $ 353,269 $ 319,022 $ 377,640
Actual Return on Plan Assets .. ....... 2,412 61,625 (99,511) (4,094) 30,478 (62,368)
Employer Contributions . ............ 53,553 22,182 15,993 25,346 25,691 25,659
Plan Participants’ Contributions ... ... — — —_ 1,963 1,644 2,185
Adjustment for Change in Measurement

Date . ...t — — 14,490 — — 7,904
BenefitsPaid ...................... (51,795) (50,139) (62,180) (24,494) (23,566) (31,998)
Fair Value of Assets at End of

Period ...................... ... $ 601,719 $ 597,549 $ 563,881 $ 351,990 $ 353,269 $ 319,022

Net Amount Recognized at End of
Period (Funded Status) .......... $(348,058) $(326,944) $(267,615) $(133,462) $(119,138) $(148,273)

Amounts Recognized in the Balance
Sheets Consist of:
Non current Liabilities .............. $(348,058) $(326,944) $(267,615) $(133,462) $(119,138) $(148,273)

Accumulated Benefit Obligation . . . .. $ 874,595 $ 843,526 $ 758,658 N/A N/A N/A
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Retirement Plan Other Post-Retirement Benefits
Year Ended September 30 Year Ended September 30
2011 2010 2009 2011 2010 2009
(Thousands)

Weighted Average Assumptions Used

to Determine Benefit Obligation at

September 30
DiscountRate ... ................... 4.50% 4.75% 5.50% 4.50% 4.75% 5.50%
Rate of Compensation Increase . . . .. ... 4.75% 4.75% 5.00% 4.75% 4.75% 5.00%
Components of Net Periodic Benefit

Cost
Service Cost ....................... $ 14,772 $ 12997 $10913 $ 4276 $ 4298 $ 3,801
Interest Cost . ...................... 42,676 44,308 46,836 21,884 25,017 27,499
Expected Return on Plan Assets . ... ... (59,103) (58,342) (57,958) (29,165) (26,334) (31,615)
Amortization of Prior Service Cost . . ... 588 655 732 (1,710) (11,7100 (1,074
Amortization of Transition Amount . . . . — —_— — 541 541 2,265
Recognition of Actuarial Loss(2) ...... 34,873 21,641 5,676 23,794 25,881 9,271
Net Amortization and Deferral for

Regulatory Purposes .............. (2,311) (30) 12,817 10,490 351 18,037
Net Periodic Benefit Cost . ........... $ 31,495 $ 21,229 $ 19,016 $ 30,110 $ 28,044 $ 28,184
Weighted Average Assumptions Used

to Determine Net Periodic Benefit

Cost at September 30
DiscountRate . ..................... 4.75% 5.50% 6.75% 4.75% 5.50% 6.75%
Expected Return on Plan Assets . ...... 8.25% 8.25% 8.25% 8.25% 8.25% 8.25%
Rate of Compensation Increase .. ... ... 4.75% 5.00% 5.00% 4.75% 5.00% 5.00%

(1) In fiscal 2011, the Company passed an amendment which changed the definition of annual
compensation prospectively to exclude certain bonuses paid by Seneca after September 30, 2011. This
decreased the benefit obligation of the Retirement Plan. In fiscal 2011, the Company also increased the
prescription drug co-payments for certain retired participants which decreased the benefit obligation of
the other post-retirement benefits. In fiscal 2009, the Company passed an amendment, affecting certain
collectively bargained employees (mainly employees located in the state of Pennsylvania), which
increased the participant drug co-payments and medical contributions for those active employees at the
time of the amendment. This decreased the benefit obligation.

(2) Distribution Corporation’s New York jurisdiction calculates the amortization of the actuarial loss on a
vintage year basis over 10 years, as mandated by the NYPSC. All the other subsidiaries of the Company
utilize the corridor approach.

The Net Periodic Benefit Cost in the table above includes the effects of regulation. The Company
recovers pension and other post-retirement benefit costs in its Utility and Pipeline and Storage segments in
accordance with the applicable regulatory commission authorizations. Certain of those commission
authorizations established tracking mechanisms which allow the Company to record the difference between
the amount of pension and other post-retirement benefit costs recoverable in rates and the amounts of such
costs as determined under the existing authoritative guidance as either a regulatory asset or liability, as
appropriate. Any activity under the tracking mechanisms (including the amortization of pension and other
post-retirement regulatory assets and liabilities) is reflected in the Net Amortization and Deferral for
Regulatory Purposes line item above.
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The cumulative amounts recognized in accumulated other comprehensive income (loss), regulatory
assets, and regulatory liabilities through fiscal 2011, the changes in such amounts during 2011, as well as the
amounts expected to be recognized in net periodic benefit cost in fiscal 2012 are presented in the table
below:

Other
Retirement Post-Retirement Non-Qualified
Plan Benefits Benefit Plans
(Thousands)
Amounts Recognized in Accumulated Other

Comprehensive Income (Loss), Regulatory

Assets and Regulatory Liabilities(1)

Net Actuarial LOSS . .. ..o i $(428,735) $(182,228) $(35,574)
Transition Obligation ......................... — (18) —
Prior Service (Cost) Credit ..................... (1,574) 13,356 —
Net Amount Recognized ....................... $(430,309) $(168,890) $(35,574)
Changes to Accumulated Other Comprehensive

Income (Loss), Regulatory Assets and

Regulatory Liabilities Recognized During Fiscal

2011(1)

Increase in Actuarial Gain/(Loss), excluding

amortization(2) ... ... . ... . $ (78,086) $ (48,322) $ (5,485)
Change due to Amortization of Actuarial (Gain)/

LOSS vt e 34,873 23,794 3,860
Reduction in Transition Obligation .............. — 1,469 —
Prior Service (Cost) Credit .............. ... .... 2,351 4,549 —
NetChange ............ ... i, $ (40,862) $ (18,510) $ (1,625)
Amounts Expected to be Recognized in Net

Periodic Benefit Cost in the Next Fiscal Year(1)

Net Actuarial LosS . . .o oo v it $ (39,614) $ (24,057) $ (4,363)
Transition Obligation ......................... — (10) —
Prior Service (Cost) Credit ..................... (269) 2,138 —
Net Amount Expected to be Recognized .......... $ (39,883) $ (21,929) $ (4,363)

(1) Amounts presented are shown before recognizing deferred taxes.

(2) Amounts presented include the impact of actuarial gains/losses related to return on assets, as well as the
Actuarial (Gain) Loss amounts presented in the Change in Benefit Obligation.

In order to adjust the funded status of its pension (tax-qualified and non-qualified) and other post-
retirement benefit plans at September 30, 2011, the Company recorded a $45.4 million increase to Other
Regulatory Assets in the Company’s Utility and Pipeline and Storage segments and a $15.6 million (pre-tax)
increase to Accumulated Other Comprehensive Loss.

The effect of the discount rate change for the Retirement Plan in 2011 was to increase the projected benefit
obligation of the Retirement Plan by $26.9 million. In 2011, other actuarial experience (including the
aforementioned amendment) decreased the projected benefit obligation for the Retirement Plan by $7.3 million.
The effect of the discount rate change for the Retirement Plan in 2010 was to increase the projected benefit
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obligation of the Retirement Plan by $75.1 million. The effect of the discount rate change for the Retirement
Plan in 2009 was to increase the projected benefit obligation of the Retirement Plan by $102.6 million.

The Company made cash contributions totaling $53.6 million to the Retirement Plan during the year
ended September 30, 2011. The Company expects that the annual contribution to the Retirement Plan in
2012 will be in the range of $40.0 million to $50.0 million. Changes in the discount rate, other actuarial
assumptions, and asset performance could ultimately cause the Company to fund larger amounts to the
Retirement Plan in 2012 in order to be in compliance with the Pension Protection Act of 2006.

The following Retirement Plan benefit payments, which reflect expected future service, are expected to
be paid by the Retirement Plan during the next five years and the five years thereafter: $54.0 million in 2012;
$54.8 million in 2013; $55.5 million in 2014; $56.5 million in 2015; $57.9 million in 2016; and
$309.4 million in the five years thereafter.

In addition to the Retirement Plan discussed above, the Company also has Non-Qualified benefit plans
that cover a group of management employees designated by the Chief Executive Officer of the Company.
These plans provide for defined benefit payments upon retirement of the management employee, or to the
spouse upon death of the management employee. The net periodic benefit cost associated with these plans
were $8.6 million, $7.4 million and $5.4 million in 2011, 2010 and 2009, respectively. The accumulated
benefit obligations for the plans were $46.0 million, $41.8 million and $37.4 million at September 30, 2011,
2010 and 2009, respectively. The projected benefit obligations for the plans were $79.2 million,
$73.9 million and $64.6 million at September 30, 2011, 2010 and 2009, respectively. The actuarial valuations
for the plans were determined based on a discount rate of 3.75%, 4.25% and 5.25% as of September 30, 2011,
2010 and 2009, respectively and a weighted average rate of compensation increase of 8.0%, 8.0% and 8.25%
as of September 30, 2011, 2010 and 2009, respectively.

The effect of the discount rate change in 2011 was to increase the other post-retirement benefit
obligation by $14.5 million. Other actuarial experience decreased the other post-retirement benefit obligation
in 2011 by $6.6 million, primarily attributable to the impact of the change in prescription drug co-payments
as noted above.

The effect of the discount rate change in 2010 was to increase the other post-retirement benefit
obligation by $39.4 million. Other actuarial experience decreased the other post-retirement benefit obligation
in 2010 by $43.1 million, primarily attributable to updated pharmaceutical drug rebate experience as well as
updated claim costs assumptions based on experience.

The effect of the discount rate change in 2009 was to increase the other post-retirement benefit
obligation by $60.9 million. Effective October 1, 2009, the Medicare Part B reimbursement trend,
prescription drug trend and medical trend assumptions were changed. The effect of these assumption
changes was to increase the other post-retirement benefit obligation by $27.0 million. Other actuarial
experience decreased the other post-retirement benefit obligation in 2009 by $32.1 million.

The. Medicare Prescription Drug, Improvement, and Modernization Act of 2003 provides for a
prescription drug benefit under Medicare (Medicare Part D), as well as a federal subsidy to sponsors of retiree
health care benefit plans that provide a benefit that is at least actuarially equivalent to Medicare Part D. Since
the Company is assumed to continue to provide a prescription drug benefit to retirees in the point of service
and indemnity plans that is at least actuarially equivalent to Medicare Part D, the impact of the Act was
reflected as of December 8, 2003.

-110 -



NATIONAL FUEL GAS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The estimated gross other post-retirement benefit payments and gross amount of Medicare Part D
prescription drug subsidy receipts are as follows:

Benefit Payments  Subsidy Receipts

2002 e $ 25,465,000 $ (1,875,000)
2003 $ 26,703,000 $ (2,104,000)
20014 $ 27,986,000 $ (2,322,000)
2005 $ 29,333,000 $ (2,544,000)
2016 . $ 30,697,000 $ (2,775,000)
2017 through 2021 .. ... ... ... . $171,531,000 $(17,193,000)
2011 2010 2009

Rate of Increase for Pre Age 65 Participants . ..................... 7.64%(1) 7.82%(1) 8.0%(1)
Rate of Increase for Post Age 65 Participants ..................... 6.89%(1) 6.95%(1) 7.0%(1)
Annual Rate of Increase in the Per Capita Cost of Covered

Prescription Drug Benefits .................... .. ..o o 8.39%(1) 8.69%(1) 9.0%(1)
Annual Rate of Increase in the Per Capita Medicare Part B

ReimbUTSEIMENt . ... oo\ttt 6.89%(1) 6.95%(1) 7.0%(1)

Annual Rate of Increase in the Per Capita Medicare Part D Subsidy ... 7.30%(1) 7.60%(1) 7.9%(1)

(1) It was assumed that this rate would gradually decline to 4.5% by 2028.

The health care cost trend rate assumptions used to calculate the per capita cost of covered medical care
benefits have a significant effect on the amounts reported. If the health care cost trend rates were increased
by 1% in each year, the other post-retirement benefit obligation as of October 1, 2011 would increase by
$56.5 million. This 1% change would also have increased the aggregate of the service and interest cost
components of net periodic post-retirement benefit cost for 2011 by $3.7 million. If the health care cost trend
rates were decreased by 1% in each year, the other post-retirement benefit obligation as of October 1, 2011
would decrease by $47.5 million. This 1% change would also have decreased the aggregate of the service and
interest cost components of net periodic post-retirement benefit cost for 2011 by $3.1 million.

The Company made cash contributions totaling $25.2 million to its VEBA trusts and 401(h) accounts
during the year ended September 30, 2011. In addition, the Company made direct payments of $0.2 million
to retirees not covered by the VEBA trusts and 401(h) accounts during the year ended September 30, 2011.
The Company expects that the annual contribution to its VEBA trusts and 401(h) accounts in 2012 will be in
the range of $15.0 million to $25.0 million.

Investment Valuation

The Retirement Plan assets and other post-retirement benefit assets are valued under the current fair
value framework. See Note F “Fair Value Measurements” for further discussion regarding the definition and
levels of fair value hierarchy established by the authoritative guidance.
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The inputs or methodology used for valuing securities are not necessarily an indication of the risk
associated with investing in those securities. Below is a listing of the major categories of plan assets held as of
September 30, 2011 and 2010, as well as the associated level within the fair value hierarchy in which the fair
value measurements in their entirety fall (based on the lowest level input that is significant to the fair value
measurement in its entirety). (Dollars in Thousands):

Total Fair Value
Amounts at

September 30,
2011 Level 1 Level 2 Level 3
Retirement Plan Investments
Domestic Equities(a) ............................... $313,193 $215,524 $ 97,669 $ —
International Equities(b) ................ ... .. ... ... 79,732 11,163 68,569 —
Domestic Fixed Income(c) .......................... 146,587 77,657 68,930 —
International Fixed Income(d) ....................... 43,153 887 42,266 —_
Hedge Fund Investments . .......................... 39,296 — — 39,296
Real Estate ............. ... ... v .. 6,443 — - 6,443
Cash & Cash Equivalents ................... .. A 10,629 — 10,629 —
Total Retirement Plan Investments . .. ............... 639,033 305,231 288,063 45,739
401(h) Investments .. ............c.uuun . (37,176) (17,744) (16,773) (2,659)
Total Retirement Plan Investments (excluding 401(h)
Investments) ................. ... ... $601,857 $287,487 $271,290 $43,080
Accrued Income Receivable .................... .. ... 467
Accrued Administrative Costs . .. ......... ... ..., (605)
Total Retirement Plan Assets ...................... $601,719

(a) Domestic Equities include mostly collective trust funds, common stock, and exchange traded funds.
(b) International Equities include mostly collective trust funds and common stock.

(c) Domestic Fixed Income securities include mostly collective trust funds, corporate/government bonds
and mortgages, and exchange traded funds.

(d) International Fixed Income securities includes mostly collective trust funds and exchange traded funds.
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Total Fair Value
Amounts at

September 30, 2010 Level 1 Level 2 Level 3
Retirement Plan Investments
Domestic Equities(e) .............. ... it $341,913 $172,841 $168,735 $ 337
International Equities(f) ....................... ... 99,587 21,051 78,536 —
Domestic Fixed Income(g) ........................ 99,463 18,948 80,515 —_
International Fixed Income(h) ..................... 73,535 —_ 73,535 —
Real EState . .. .o e e s 6,148 —_ — 6,148
Limited Partnerships ........... ... ... .. ... ..., 245 — — 245
Cash & Cash Equivalents ......................... 11,146 — 11,146 —
Total Retirement Plan Investments ................ 632,037 212840 412,467 6,730
401(h) INVeStMENTS . ... ...\t (34,583) (11,647) (22,569) (367)
Total Retirement Plan Investments (excluding 401(h)
INVESHMENTS) .« . o oot te et it et eeeee s $597,454 $201,193 $389,898 $6,363
Accrued Income Receivable ............. ... ...... 699
Accrued Administrative Costs .. ..........cureene... (604)
Total Retirement Plan Assets .. ................... $597,549

(e) Domestic Equities include collective trust funds, common stock, convertible securities and preferred
stock.

(f) International Equities include collective trust funds and common stock.

(g) Domestic Fixed Income securities include collective trust funds, corporate bonds, and exchange traded
funds.

(h) International Fixed Income securities are comprised of collective trust funds.

Total Fair Value

Amounts at
September 30, 2011 Level 1 Level 2 Level 3
Other Post-Retirement Benefit Assets held in VEBA
Trusts
Collective Trust Funds — Domestic Equities .......... $148,451 $ — $148451 $ —
Collective Trust Funds — International Equities .. ... .. 55,411 — 55411 —
Exchange Traded Funds — Fixed Income ............ 01,214 01,214 —_ —
Real BState ... ...ttt e 1,561 — — 1,561
Cash Held in Collective Trust Funds . . .. ............. 12,890 — 12,890 —
Total VEBA Trust Investments . .. ................. 309,527 91,214 216,752 1,561
401(h) INVEStMENES . . ..ot te e e 37,176 17,744 16,773 2,659
Total Investments (including 401(h) Investments) ... $346,703 $108,958 $233,525 $4,220
Accrued Administrative Costs .. .............c ... (221)
Claims Incurred But Not Reported .................. (1,854)
Prepaid Federal Taxes ............................ 3,120
Deferred Tax ASSEt .. .. viviiiiee e 4,242
Total Other Post-Retirement Benefit Assets . ........ $351,990
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Total Fair Value
Amounts at

September 30, 2010 Level 1 Level 2 Level 3
Other Post-Retirement Benefit Assets held in VEBA
Trusts
Collective Trust Funds — Domestic Equities .......... $217,637 $ — $217637 $ —
Collective Trust Funds — International Equities ....... 85,799 —_ 85,799 —
Real Estate ............ ... .. .0 .. 3,824 —_ -— 3824
Cash Held in Collective Trust Funds . . ............... 7,622 — 7,622 —
Total VEBA Trust Investments . ... ................ 314,882 — 311,058 3,824
401(h) Investments .................. ..., 34,583 11,647 22,569 367
Total Investments (including 401(h) Investments) ... $349,465 $11,647 $333,627 $4,191
Accrued Income Receivable . ........ ... ... .. ... ... 640
Accrued Administrative Costs . ..................... (196)
Claims Incurred But Not Reported .................. (1,736)
Prepaid Federal Taxes ............................ 2,866
Deferred Tax Asset .. ............0cuuiiueeni i, 2,230

Total Other Post-Retirement Benefit Assets ......... $353,269

The fair values disclosed in the above tables may not be indicative of net realizable value or reflective of
future fair values. Furthermore, although the Company believes its valuation methods are appropriate and
consistent with other market participants, the use of different methodologies or assumptions to determine
the fair value of certain financial instruments could result in a different fair value measurement at the
reporting date.

The following tables provide a reconciliation of the beginning and ending balances of the Retirement
Plan and other post-retirement benefit assets measured at fair value on a recurring basis where the
determination of fair value includes significant unobservable inputs (Level 3). Note: For the years ended
September 30, 2011 and 2010, there were no significant transfers in or out of Level 1 or Level 2. In addition,
as shown in the following tables, there were no transfers in or out of Level 3.

Retirement Plan Level 3 Assets
Year Ended September 30, 2011

(Thousands of Dollars)
Equity
Convertible Excluding
Securities Hedge Limited Real 401(h)
(Domestic) Funds Partnerships  Estate  Investments Total
Balance, Beginning of Year ........... $337 $ — $ 245 $6,148 $ (367) $ 6,363
Realized Gains/(Losses) .............. 53 — (4,846) 20 278 (4,495)
Unrealized Gains/(Losses) ............ (36) (789) 4.853 159 (268) 3919
Purchases, Sales, Issuances, and :
Settlements (Net) .. ............... (354) 40,085 (252) 116 (2,302) 37,293
Balance at September 30, 2011 (End of
Year) ........... .. .. .. .. .. .. ... $ — $39,296 $ —  $6,443  $(2,659) $43,080
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Retirement Plan Level 3 Assets
Year Ended September 30, 2010
(Thousands of Dollars)

Equities Fixed Income
Collateralized
Convertible Mortgage Excluding
Securities Preferred  Obligations Limited Real 401(h)
(Domestic) Stock (Part of Other) Partnerships Estate Investments Total
Balance, Beginning of Year ... .. .. $ 770  $ 380 $ 569 $ 391 $7894 $(477) $ 9,527
Realized Gains/(Losses) ......... 53 (114) 1 (1,582) — 90 (1,552)
Unrealized Gains/(Losses) . ...... 1 — 2n 1,600 (2,427) 24) (871)
Purchases, Sales, Issuances, and
Settlements (Net) ............ (487) (266) (549) (164) 681 44 (741)
Balance at September 30, 2010 ‘
(Endof Year) ............. oo $ 337 $ — $ — $ 245 $6,148 $367) $ 6,363
Other Post-Retirement Benefit Level 3 Assets
Year Ended September 30, 2011
(Thousands of Dollars)
VEBA
Trust Other
Investments  Including  Post-Retirement
Real 401(h) Benefit
Estate Investments Investments
Balance, Beginning of Year .. .......... ... ... .. ... .. .. . . $ 3,824 $ 367 $ 4,191
Realized Gains/(Losses) ............... .. ... . ... .. .. . . — (278) (278)
Unrealized Gains/(Losses) ............... ... ... .. . o (2,263) 268 (1,995)
Purchases, Sales, Issuances, and Settlements (Net)y .............. — 2,302 2,302
Balance at September 30, 2011 (End of Year) ................. .. $ 1,561 $2,659 $ 4,220
Other Post-Retirement Benefit Level 3 Assets
Year Ended September 30, 2010
(Thousands of Dollars)
VEBA
Trust Other
Investments  Including  Post-Retirement
Real 401(h) Benefit
Estate Investments Investments
Balance, Beginning of Year .. ........... ... .. ... .. .. . . $3,816 $477 $4,293
Realized Gains/(Losses) ..................... ... ... ... . — (90) (90)
Unrealized Gains/(Losses) ............... ... .. .. ... . 8 24 32
Purchases, Sales, Issuances, and Settlements (Net) .............. — (44) (44)
Balance at September 30, 2010 (End of Year) . ........ . .. U $3,824 $367 $4,191

The Company’s assumption regarding the expected long-term rate of return on plan assets is 8.25%. The
return assumption reflects the anticipated long-term rate of return on the plan’s current and future assets.
The Company utilizes historical investment data, projected capital market conditions, and the plan’s target
asset class and investment manager allocations to set the assumption regarding the expected return on plan
assets.

The long-term investment objective of the Retirement Plan trust, the VEBA trusts and the 401(h)
accounts is to achieve the target total return in accordance with the Company’s risk tolerance. Assets are
diversified utilizing a mix of equities, fixed income and other securities (including real estate). The target
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allocation for the Retirement Plan is 55-70% equity securities, 25-40% fixed income securities and 5-20%
other. The target allocation for the VEBA trusts (including 401(h) accounts) is 60-75% equity securities,
25-40% fixed income securities and 0-15% other. Risk tolerance is established through consideration of plan
liabilities, plan funded status and corporate financial condition. The assets of the Retirement Plan trusts,
VEBA trusts and the 401(h) accounts have no significant concentrations of risk in any one country (other
than the United States), industry or entity.

Investment managers are retained to manage separate pools of assets. Comparative market and peer
group performance of individual managers and the total fund are monitored on a regular basis, and reviewed
by the Company’s Retirement Committee on at least a quarterly basis.

The discount rate which is used to present value the future benefit payment obligations of the
Retirement Plan and the Company’s other post-retirement benefits is 4.50% as of September 30, 2011. The
discount rate which is used to present value the future benefit payment obligations of the Non-Qualified
benefit plans is 3.75% as of September 30, 2011. The Company utilizes a yield curve model to determine the
discount rate. The yield curve is a spot rate yield curve that provides a zero-coupon interest rate for each year
into the future. Fach year's anticipated benefit payments are discounted at the associated spot interest rate
back to the measurement date. The discount rate is then determined based on the spot interest rate that
results in the same present value when applied to the same anticipated benefit payments.

Note I — Commitments and Contingencies
Environmental Matters

The Company is subject to various federal, state and local laws and regulations relating to the protection
of the environment. The Company has established procedures for the ongoing evaluation of its operations, to
identify potential environmental exposures and to comply with regulatory policies and procedures.

It is the Company’s policy to accrue estimated environmental clean-up costs (investigation and
remediation) when such amounts can reasonably be estimated and it is probable that the Company will be
required to incur such costs. At September 30, 2011, the Company has estimated its remaining clean-up costs
related to former manufactured gas plant sites and third party waste disposal sites will be in the range of
$17.2 million to $21.4 million. The minimum estimated liability of $17.2 million has been recorded on the
Consolidated Balance Sheet at September 30, 2011. The Company expects to recover its environmental
clean-up costs through rate recovery. Other than as discussed below, the Company is currently not aware of
any material exposure to environmental liabilities. However, changes in environmental regulations, new
information or other factors could adversely impact the Company.

(i) Former Manufactured Gas Plant Sites

The Company has incurred investigation and/or clean-up costs at several former manufactured gas plant
sites in New York and Pennsylvania. The Company continues to be responsible for future ongoing
monitoring and long-term maintenance at two sites.

The Company has agreed with the NYDEC to remediate another former manufactured gas plant site
located in New York. In February 2009, the Company received approval from the NYDEC of a Remedial
Design work plan (RDWP) for this site. In October 2010, the Company submitted a RDWP addendum to
conduct additional Preliminary Design Investigation field activities necessary to design a successful
remediation. An estimated minimum liability for remediation of this site of $14.4 million has been recorded.
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(ii) Other

In June 2007, the NYDEC notified the Company, as well as a number of other companies, of their
potential liability with respect to a remedial action at a waste disposal site in New York. The notification
identified the Company as one of approximately 500 other companies considered to be PRPs related to this
site and requested that the remedy the NYDEC proposed in a Record of Decision issued in March 2006 be
performed. The estimated clean-up costs under the remedy selected by the NYDEC are estimated to be
approximately $13.0 million if implemented. The Company participates in an organized group with other
PRPs (the “PRP Group”) who are addressing this site. In April 2011, the Company entered into a Settlement
Agreement and Liability Release with the PRP Group whereby the Company paid approximately $0.1 million
in exchange for a general release of liability with respect to the waste disposal site.

In November 2010, the NYDEC notified the Company of its potential liability with respect to a remedial
action at a former industrial site in New York. Along with the Company, notifications were sent to the City of
Buffalo and the New York State Thruway Authority. Estimated clean-up costs associated with this site has not
been completed and the Company cannot estimate its liability, if any, regarding remediation of this site at
this time. In July 2011, the Company agreed to perform a limited scope of work at this site, which is pending.

Other

The Company, in its Utility segment, Energy Marketing segment, and All Other category, has entered
into contractual commitments in the ordinary course of business, including commitments to purchase gas,
transportation, and storage service to meet customer gas supply needs. Substantially all of these contracts
expire within the next five years. The future gas purchase, transportation and storage contract commitments
during the next five years and thereafter are as follows: $317.6 million in 2012, $89.6 million in 2013,
$57.1 million in 2014, $50.8 million in 2015, $26.5 million in 2016 and $11.4 million thereafter. Gas prices
within the gas purchase contracts are variable based on NYMEX prices adjusted for basis. In the Utility
segment, these costs are subject to state commission review, and are being recovered in customer rates.
Management believes that, to the extent any stranded pipeline costs are generated by the unbundling of
services in the Utility segment’s service territory, such costs will be recoverable from customers.

The Company has entered into leases for the use of buildings, vehicles, construction tools, meters,
computer equipment and other items. These leases are accounted for as operating leases. The future lease
commitments during the next five years and thereafter are as follows: $5.7 million in 2012, $5.0 million in
2013, $4.5 million in 2014, $4.3 million in 2015, $4.2 million in 2016, and $11.3 million thereafter.

The Company, in its Pipeline and Storage segment and All Other category, has entered into several
contractual commitments associated with various pipeline and gathering system expansion projects. As of
September 30, 2011, the future contractual commitments related to the expansion projects are $83.1 million
in 2012. There are no contractual commitments extending beyond 2012.

The Company, in its Exploration and Production segment, has entered into contractual obligations
associated with well drilling, hydraulic fracturing and compression. The future contract commitments during
the next three years are as follows: $93.9 million in 2012, $73.5 million in 2013 and $12.9 million in 2014.

The Company is involved in other litigation arising in the normal course of business. In addition to the
regulatory matters discussed in Note C — Regulatory Matters, the Company is involved in other regulatory
matters arising in the normal course of business. These other litigation and regulatory matters may include,
for example, negligence claims and tax, regulatory or other governmental audits, inspections, investigations
and other proceedings. These matters may involve state and federal taxes, safety, compliance with
regulations, rate base, cost of service and purchased gas cost issues, among other things. While these normal-
course matters could have a material effect on earnings and cash flows in the period in which they are

-117 -



NATIONAL FUEL GAS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

resolved, they are not expected to change materially the Company’s present liquidity position, nor are they
expected to have a material adverse effect on the financial condition of the Company.

Note ] — Discontinued Operations

On September 1, 2010, the Company sold its landfill gas operations in the states of Ohio, Michigan,
Kentucky, Missouri, Maryland and Indiana. Those operations consisted of short distance landfill gas pipeline
companies engaged in the purchase, sale and transportation of landfill gas. The Company’s landfill gas
operations were maintained under the Company’s wholly-owned subsidiary, Horizon LFG. The Company
received approximately $38.0 million of proceeds from the sale. The sale resulted in the recognition of a gain
of approximately $6.3 million, net of tax, during the fourth quarter of 2010. The decision to sell was based
on progressing the Company’s strategy of divesting its smaller, non-core assets in order to focus on its core
businesses, including the development of the Marcellus Shale and the construction of key pipeline
infrastructure projects throughout the Appalachian region. As a result of the decision to sell the landfill gas
operations, the Company began presenting these operations as discontinued operations during the fourth
quarter of 2010.

The following is selected financial information of the discontinued operations for the sale of the
Company’s landfill gas operations:

Year Ended September 30

2010 2009
(Thousands)
Operating Revenues .. ................ ... .. . 0 i $9,919 $ 6,309
Operating Expenses . ...................... ... 8,933 10,705
Operating Income (Loss) . ....................................... 986 (4,396)
OtherIncome ........... . ... . ... . . . 4 8
InterestIncome . . .............. . . . ... . 2 —
Interest Expense ........... ... .. ... ... ... ... 29 127
Income (Loss) before Income Taxes . .................. .. . .. 963 (4,515)
Income Tax Expense (Benefit) ................. ... ...... .. .. .. 493 (1,739)
Income (Loss) from Discontinued Operations . ...................... 470 (2,776)
Gain on Disposal, Net of Taxes of $4,024 . ......... ... .. ... ... . ... .. 6,310 —
Income (Loss) from Discontinued Operations ....................... $6,780 $(2,776)

Note K — Business Segment Information

The Company reports financial results for four segments: Utility, Pipeline and Storage, Exploration and
Production, and Energy Marketing. The division of the Company’s operations into reportable segments is
based upon a combination of factors including differences in products and services, regulatory environment
and geographic factors.

The Utility segment operations are regulated by the NYPSC and the PaPUC and are carried out by
Distribution Corporation. Distribution Corporation sells natural gas to retail customers and provides natural
gas transportation services in western New York and northwestern Pennsylvania.

The Pipeline and Storage segment operations are regulated by the FERC for both Supply Corporation
and Empire. Supply Corporation transports and stores natural gas for utilities (including Distribution
Corporation), natural gas marketers (including NFR), exploration and production companies (including
Seneca) and pipeline companies in the northeastern United States markets. Empire transports natural gas
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from the United States/Canadian border near Buffalo, New York into Central New York just north of
Syracuse, New York. Empire’s new facilities (the Empire Connector), which consists of a compressor station
and a pipeline extension from near Rochester, New York to an interconnection near Corning, New York with
the unaffiliated Millennium Pipeline, were placed into service on December 10, 2008. Empire transports gas
to major industrial companies, utilities (including Distribution Corporation) and power producers.

The Exploration and Production segment, through Seneca, is engaged in exploration for, and
development and purchase of, natural gas and oil reserves in California and in the Appalachian region of the
United States. The Company completed the sale of its off-shore oil and natural gas properties in April 2011 as
a result of the segment’s increasing emphasis on the Marcellus Shale play within the Appalachian region.
Seneca’s production is, for the most part, sold to purchasers located in the vicinity of its wells. In November
2010, the Company acquired oil and gas properties in the Covington Township area of Tioga County,
Pennsylvania from EOG Resources, Inc. for approximately $24.1 million. In addition, the Company acquired
two tracts of leasehold acreage in March 2010 for approximately $71.8 million. These tracts, consisting of
approximately 18,000 net acres in Tioga and Potter Counties in Pennsylvania, are geographically similar to
the Company’s existing Marcellus Shale acreage in the area. On July 20, 2009, Seneca acquired Ivanhoe
Energy’s United States oil and gas operations for approximately $34.9 million, net of cash acquired. Ivanhoe
Energy’s United States oil and gas operations were incorporated into the Company’s consolidated financial
statements for the period subsequent to the completion of the acquisition on July 20, 2009.

The Energy Marketing segment is comprised of NFR’s operations. NFR markets natural gas to industrial,
wholesale, commercial, public authority and residential customers primarily in western and central
New York and northwestern Pennsylvania, offering competitively priced natural gas for its customers.

The data presented in the tables below reflect financial information for the segments and reconciliations
to consolidated amounts. The accounting policies of the segments are the same as those described in
Note A — Summary of Significant Accounting Policies. Sales of products or services between segments are
billed at regulated rates or at market rates, as applicable. The Company evaluates segment performance based
on income before discontinued operations, extraordinary items and cumulative effects of changes in
accounting (when applicable). When these items are not applicable, the Company evaluates performance
based on net income. ‘

Year Ended September 30, 2011

Corporate
Pipeline  Exploration Total and
and and Energy Reportable All Intersegment Total
Utility Storage  Production Marketing  Segments Other Eliminations  Consolidated
(Thousands)

Revenue from External

Customers(1) ................. $835,853  $134,071 $519,035 $284,546 $1,773,505 $ 4,401 $ 936 $1,778,842
Intersegment Revenues ........... $ 16642 $ 81,037 $ — $ 420 $ 98099 $10,017 $(108,116) $ —
Interest Income ................. $ 2,049 $ 324 $ 27) $ 104 $ 2450 $ 247 $ 219 $ 2916
Interest Expense . ................ $ 34440 $ 25,737 $ 17,402 $ 20 $ 77599 $ 2173 $ (1,651) $ 78121
Depreciation, Depletion and

Amortization ................. $ 40,808 $ 37,266 $146,806 $ 47 $ 224927 $ 840 $ 760 $ 226,527
Income Tax Expense (Benefit) .. ... $ 33325 $ 19854 $ 89,034 $ 4,489 $ 146,702 $18,961 $ (1,282) $ 164,381
Income (Loss) from Unconsolidated

Subsidiaries .................. $ — % — $ — $ — 3 — $ (759 $ — $ (759)
Gain on Sale of Unconsolidated

Subsidiaries .................. $ — 3 —_ $ — $ — $ —  $50,879(5) $ — $ 50,879
Segment Profit: Net Income

(LOSS) v oo $ 63,228 $ 31,515 $124,189 $ 83801 $ 227,733  $38,502 $ (7,833 $ 258,402
Expenditures for Additions to Long-

Lived Assets .................. $ 58,398 $129,206 $648,815 $ 460 $ 836,879 $17,022 $ 285 $ 854,186

At September 30, 2011
(Thousands)

Segment ASSets .. ................ $2,046,017 $1,131,681 $1,885,014 $71,138 $5,133,850  $166,730 $(15,838) $5,284,742
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Year Ended September 30, 2010

Corporate
Pipeline  Exploration Total and
and and Energy  Reportable All Intersegment Total
Utility Storage  Production Marketing Segments  Other Eliminations Consolidated
(Thousands)
Revenue from External Customers(1) ..... $ 804,466 $ 138,905 $ 438,028 $344802 $1,726,201 $ 33,428 $ 874 $1,760,503
Intersegment Revenues ................. $ 15324 $ 79978 $ — — $ 95302 $ 2315 $(97,617) $ —
Interest Income . ...................... $ 2,144 $ 199 % 980 $ 44 % 3,367 $ 137 $ 225 $ 3,729
Interest Expense .. ..................... $ 35831 $ 26328 $ 30853 $ 27 $ 93039 $ 2152 $ (1,245) $ 93946
Depreciation, Depletion and
Amortization ................ ... ... $ 40370 $ 35930 $ 106,182 $ 42 $ 182524 $ 7,907 $ 768 $ 191,199
Income Tax Expense (Benefit) ........... $ 31858 $ 22634 $ 78875 $ 4806 $ 138173 $ 464 $ (1,410) $ 137,227
Income from Unconsolidated
Subsidiaries .................... ..., $ — $ — % —  $ — $ — $ 2488 $ — $ 2,488
Segment Profit: Income (Loss) from
Continuing Operations ............... $ 62473 $ 36,703 $ 112,531 $ 8816 $ 220523 $ 3,396 $ (4,786) $ 219,133
Expenditures for Additions to Long-Lived }
Assets from Continuing Operations .. ... $ 57973 $ 37,8904 $ 398,174 $ 407 $ 494448 $ 6,694 $ 210 $ 501,352
At September 30, 2010
(Thousands)
Segment ASSets . . ..., $2,071,530 $1,094,914 $1,539,705 $ 69,561 $4,775,710 $198,706 $131,209 $5,105,625
Year Ended September 30, 2009
Corporate
Pipeline Exploration Total and
and and Energy  Reportable All Intersegment Total
Utility Storage  Production Marketing Segments  Other Eliminations Consolidated
(Thousands)
Revenue from External Customers(1) ..... $1,097,550 $ 137,478 $ 382,758 $397,763 $2,015,549 $ 35,100 $ 894 $2,051,543
Intersegment Revenues ................. $ 15474 $ 81795 $ — % 558 $ 97827 $ — $(97,827) $ —
InterestIncome ....................... $ 2,486 $ 995 $ 2430 % 79 $ 5990 $ 583 $  (797) $ 5,776
Interest Expense . ...................... $ 32417 $ 21580 $ 33368 § 215 $ 87,580 $ 2,344 $ (3,135) $ 86,789
Depreciation, Depletion and
Amortization ....................... $ 39675 $ 35115 $ 90816 $ 42§ 165648 $ 4,276 $ 696 $ 170,620
Income Tax Expense (Benefit) ........... $ 37,097 $ 30,579 $ (14,616) $ 4470 $ 57,530 $ (3,482) $ (1,189) $ 52859
Income from Unconsolidated
Subsidiaries ........................ $ — % — $ — 3 — 3 — $ 37366 $ — $ 3,366
Significant Non-Cash Item: Impairment of
Oil and Gas Producing Properties . . ..... $ — $ — § 182811 § — $ 182811 $ — $ — $ 182,811
Significant Non-Cash Item: Impairment of
Investment in Partnership ............. $ — 3 — % —_ % — 3 — $ 1,804(2) ¢ — $ 1,804
Segment Profit: Income (Loss) from
Continuing Operations ............... -$ 58664 $ 47,358 $ (10,238) $ 7,166 $ 102950 $ 705 $  (171)  § 103,484
Expenditures for Additions to Long-Lived
Assets from Continuing Operations . . . .. $ 56,178 $ 52,504 $ 223223(3)% 25 $ 331,930 $ 9,507 $ (47) $ 341,390
At September 30, 2009
(Thousands)

Segment Assets . ....................... $2,132,610 $1,046,372 $1,265,678 $ 52,469 $4,497,129 $210,809(4) $ 61,191 $4,769,129

(1) All Revenue from External Customers originated in the United States.

(2) Amount represents the impairment in the value of the Company’s 50% investment in ESNE, a
partnership that owns an 80-megawatt, combined cycle, natural gas-fired power plant in the town of
North East, Pennsylvania.

(3) Amount includes the acquisition of Ivanhoe Energy’s United States oil and gas operation for
$34.9 million, net of cash acquired.

(4) Amount includes $28,761 of assets of the Company’s landfill gas operations, which have been classified
as discontinued operations as of Septémber 30, 2010. (See Note ] — Discontinued Operations).

(5) In February 2011, the Company sold its 50% equity method investments in Seneca Energy and Model
City for $59.4 million, resulting in a gain of $50.9 million.
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Geographic Information At September 30
2011 2010 2009
(Thousands)
Long-Lived Assets:
United StALES . .. oottt e $4,899,430 $4,330,248 $3,963,398
Assets of Discontinued Operations . ................ ..o .o — — 28,761

$4,899,430 $4,330,248 $3,992,159

Note L — Investments in Unconsolidated Subsidiaries

At September 30, 2011, the Company owns a 50% interest in ESNE. ESNE is an 80-megawatt, combined
cycle, natural gas-fired turbine power plant in North East, Pennsylvania that is in the process of being
dismantled. The Company expects to recover its investment in ESNE through the sale of ESNE’s major assets,
such as the power turbines.

In February 2011, the Company sold its 50% equity method investments in Seneca Energy and Model
City for $59.4 million, resulting in a gain of $50.9 million. Seneca Energy and Model City generate and sell
electricity using methane gas obtained from landfills owned by outside parties.

A summary of the Company’s investments in unconsolidated subsidiaries at September 30, 2011 and
2010 is as follows:

At September 30
2011 2010
(Thousands)
Seneca ENEIY . ... .ouvoutn ettt $ — $11,007
Model CIty .. ..ottt —_— 2,017
ESNE oottt et e e e e 1,306 1,804

$1,306 $14,828
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Note M — Quarterly Financial Data (unaudited)

In the opinion of management, the following quarterly information includes all adjustments necessary
for a fair statement of the results of operations for such periods. Per common share amounts are calculated
using the weighted average number of shares outstanding during each quarter. The total of all quarters may
differ from the per common share amounts shown on the Consolidated Statements of Income. Those per
common share amounts are based on the weighted average number of shares outstanding for the entire fiscal
year. Because of the seasonal nature of the Company’s heating business, there are substantial variations in
operations reported on a quarterly basis.

Earnings from
Net Continuing

Income Income : .

fom  (osfom  wome  Qpertomsper  Eammingper
Quarter Operating Operating Continuing Discontinued  Available for
Ended Revenues Income Operations Operations Common Stock Basic Diluted Basic Diluted

(Thousands, except per common share amounts)

2011

9/30/2011 ... .. $286,034 $ 75,191 $ 37,356 $ — $ 37,356 $0.45 $0.45 $0.45 $0.45
6/30/2011 . .... $380,979 $ 94,805 $ 46,801 $ — $ 46,891 $0.57 $0.56 $0.57 $0.56
3/312011 .. ... $660,881 $153,756 $115,611 $ — $115,611(1) $140 $1.38 $1.40 $1.38
12/3172010 .... $450,948 $117,410 $ 58,544 $ — $ 58,544 $0.71 $0.70 $0.71  $0.70
2010

9/30/2010 ... .. $286,396 $ 73,995 $ 32,393 $6,009(2) $ 38,402(2) $0.40 $0.39 $0.47 $0.46
6/30/2010 . . . .. $351,992 $ 89,188 $ 42,641 $ (57) $ 42,584 $052 $0.51 $0.52 $0.51
3/31/2010 ... .. $667,980 $151,631 $ 79,874 $ 554 $ 80,428 $0.98 $0.96 $0.99 $0.97
12/3172009 . ... $454,135 $125,637 $ 64,225 $ 274 $ 64,499 $0.80 $0.78 $0.80 $0.78

(1) Includes a $31.4 million after tax gain on the sale of the Company’s 50% equity method investments in
Seneca Energy and Model City.

(2) Includes a $6.3 million gain on the sale of the Company’s landfill gas operations.

Note N — Market for Common Stock and Related Shareholder Matters (unaudited)

At September 30, 2011, there were 14,355 registered shareholders of Company common stock. The
common stock is listed and traded on the New York Stock Exchange. Information related to restrictions on
the payment of dividends can be found in Note E — Capitalization and Short-Term Borrowings. The
quarterly price ranges (based on intra-day prices) and quarterly dividends declared for the fiscal years ended
September 30, 2011 and 2010, are shown below:

Price Range

Quarter Ended High Low Dividends Declared
2011

930/2011 ... . $75.98 $48.67 $.355
6/30/2011 ... ... $75.75  $66.39 $.355
3BI201L ..o $74.00 $65.80 $.345
12/3172010 ... .o $66.52  $51.66 $.345
2010

930/2010 ... $52.29 $42.83 $.345
6/30/2010 ... ... $54.42  $44.27 $.345
3312010 ..o $52.48 $45.64 $.335
123172009 ... .. $52.00 $43.62 $.335
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Note O — Supplementary Information for Oil and Gas Producing Activities (unaudited)

As of September 30, 2010, the Company adopted the revisions to authoritative guidance related to oil
and gas exploration and production activities that aligned the reserve estimation and disclosure requirements
with the requirements of the SEC Modernization of Oil and Gas Reporting rule, which the Company also
adopted. The new SEC rules require companies to value their year-end reserves using an unweighted
arithmetic average of the first day of the month oil and gas prices for each month within the twelve month
period prior to the end of the reporting period.

The following supplementary information is presented in accordance with the authoritative guidance
regarding disclosures about oil and gas producing activities and related SEC accounting rules. All monetary
amounts are expressed in U.S. dollars. As discussed in Note A, the Company completed the sale of its
off-shore oil and natural gas properties in the Gulf of Mexico in April 2011. With the completion of this sale,
the Company no longer has any off-shore oil and gas properties.

Capitalized Costs Relating to Oil and Gas Producing Activities

At September 30
2011 2010
(Thousands)
Proved Properties(1) .. ... ..o $2,010,662 $2,267,009
Unproved PrOperties ... ...........oououtnrann e maenr s 226,276 151,232
2,236,938 2,418,241
Less — Accumulated Depreciation, Depletion and Amortization . . . .. 499,671 1,094,377

$1,737,267  $1,323,864

(1) Includes asset retirement costs of $32.7 million and $69.8 million at September 30, 2011 and 2010,
respectively.

Costs related to unproved properties are excluded from amortization until proved reserves are found or
it is determined that the unproved properties are impaired. All costs related to unproved properties are
reviewed quarterly to determine if impairment has occurred. The amount of any impairment is transferred to
the pool of capitalized costs being amortized. Following is a2 summary of costs excluded from amortization at
September 30, 2011:

Total

Sep t::ﬂ?:r 30, Year Costs Incurred
2011 2011 2010 2009 Prior
(Thousands)

Acquisition COSts .. ................ $104,163 $ —  $69206 $34957 $—
Development COSES + oo 112,530 111,485 1,045 —_ —
Exploration Costs ................. 7911 894 7,017 — —
Capitalized Interest ................ 1,672 1,516 156 - —
$226,276 $113,895 $77,424 $34,957 $—
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Costs Incurred in Oil and Gas Property Acquisition, Exploration and Development Activities
Year Ended September 30

2011 2010 2009
(Thousands)

United States
Property Acquisition Costs:

Proved ...... ... .. ... . . . . . . . $ 28838 $ 790 $ 35,803

Unproved .............. . ... ... . . . . . . . ... 20,012 80,221 44,528
Exploration Costs .. ................ . ... . .. .. ... . . 62,651(1) 75,155(1) 11,724
Development Costs . ................... ... ... ... ... 519,285(2) 234,094(2) 125,109
Asset Retirement Costs .. ............................ 12,087 3,901 2,877

$642,873  $394,161  $220,041

(1) Amounts for 2011 and 2010 include capitalized interest of $0.8 million and $0.2 million, respectively
(2) Amounts for 2011 and 2010 include capitalized interest of $0.7 million and $0.9 million, respectively.

For the years ended September 30, 2011, 2010 and 2009, the Company spent $199.2 million,
$28.9 million and '$24.2 million, respectively, developing proved undeveloped reserves.

Results of Operations for Producing Activities

Year Ended September 30

2011 2010 2009
(Thousands, except per Mcfe amounts)

United States
Operating Revenues:
Natural Gas (includes revenues from sales to affiliates of $23, $253 and

$239, respectively) . ........ ... $223,648 $152,163 $106,815

Oil, Condensate and Other Liquids . . ................. ... .. .. .. .. 273952 233,569 174,356
Total Operating Revenues(1) ............................ .. .. .. .. 497,600 385,732 281,171
Production/Lifting Costs ............... ... ... . ... . ... . ... .. 73,250 61,398 53,957
Franchise/Ad Valorem Taxes . ................... . ... ... ... . .. . 12,179 10,592 8,657
Accretion Expense . ............ ... .. . 3,668 5,444 5,437
Depreciation, Depletion and Amortization ($2.12, $2.10 and $2.10 per

Mcfe of production) ................. ... . ... . . .. . .. ... .. 143,372 104,092 89,307
Impairment of Oil and Gas Producing Properties(2) .......... ........ — — 182811
Income Tax Expense (Benefit) ............. ... .. .. . .. . . . .. . .. 110,117 83,946  (27,055)
Results of Operations for Producing Activities (excluding corporate

overheads and interest charges) ............ ... . ... ... ... . .. $155,014 $120,260 $(31,943)

(1) Exclusive of hedging gains and losses. See further discussion in Note G — Financial Instruments.

(2) See discussion of impairment in Note A — Summary of Significant Accounting Policies.
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Reserve Quantity Information

The Company’s proved oil and gas reserve estimates are prepared by the Company’s reservoir engineers
who meet the qualifications of Reserve Estimator per . the “Standards Pertaining to the Estimating and
Auditing of Oil and Gas Reserve Information” promulgated by the Society of Petroleum Engineers as of
February 19, 2007. The Company maintains comprehensive internal reserve guidelines and a continuing
education program designed to keep its staff up to date with current SEC regulations and guidance.

The Company’s Vice President of Reservoir Engineering is the primary technical person responsible for
overseeing the Company’s reserve estimation process and engaging and overseeing the third party reserve
audit. His qualifications include a Bachelor of Science Degree in Petroleum Engineering and over 25 years of
Petroleum Engineering experience with both major and independent oil and gas companies. He has
maintained oversight of the Company’s reserve estimation process for the past eight years. He is a member of
the Society of Petroleum Engineers and a Registered Professional Engineer in the State of Texas.

The Company maintains a system of internal controls over the reserve estimation process. Management
reviews the price, heat content, lease operating cost and future investment assumptions used in the economic
model that determines the reserves. The Vice President of Reservoir Engineering reviews and approves all
new reserve assignments and significant reserve revisions. Access to the Reserve database is restricted.
Significant changes to the reserve report are reviewed by senior management on a quarterly basis.
Periodically, the Company’s internal audit department assesses the design of these controls and performs
testing to determine the effectiveness of such controls.

All of the Company’s reserve estimates are audited annually by Netherland, Sewell and Associates, Inc.
(NSAI). Since 1961, NSAI has evaluated gas and oil properties and independently certified petroleum reserve
quantities in the United States and internationally under the Texas Board of Professional Engineers
Registration No. F-002699. The primary technical persons (employed by NSAI) that are responsible for
leading the audit include a professional engineer registered with the State of Texas (with 13 years of
experience in petroleum engineering and consulting at NSAI since 2004) and a professional geoscientist
registered in the State of Texas (with 14 years of experience in petroleum geosciences and consulting at NSAI
since 2008). NSAI was satisfied with the methods and procedures used by the Company to prepare its reserve
estimates at September 30, 2011 and did not identify any problems which would cause it to take exception to
those estimates.
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The reliable technologies that were utilized in estimating the reserves include wire line open-hole log
data, performance data, log cross sections, core data, and statistical analysis. The statistical method utilized
production performance from both the Company’s and competitors’ wells. Geophysical data include data
from the Company’s wells, published documents, and state data-sites and were used to confirm continuity of
the formation. Extension and discovery reserves added as a result of reliable technologies were not material.

Gas MMcf
U.S.
West
Appalachian Coast Gulf Coast Total

Region Region Region Company
Proved Developed and Undeveloped Reserves:
September 30,2008 ......................... 128,398 72,860 24,641 225,899
Extensions and Discoveries . .................. 49,249 3,282 6,698 59,229
Revisions of Previous Estimates ............... (19,484) 488 9,407 (9,589)(1)
Production .......................... ... ... (8,335) (4,063) (9,886) (22,284)
Purchases of Mineralsin Place ................ — 392 — 392
Sales of Mineralsin Place .................... — — (4,693) (4,693)
September 30,2009 . ............... ... ... ... 149,828 72,959 26,167 248,954
Extensions and Discoveries .. ................. 189,979(2) 269 2,881 193,129
Revisions of Previous Estimates ............... 7,677 2,315 6,683 16,675
Production ............... ... ... ... ... ... .. (16,222)(3) (3,819) (10,304)  (30,345)
September 30,2010 . ...................... .. 331,262 71,724 25427 428,413
Extensions and Discoveries . . ................. 249,047(2) 195 158 249,400
Revisions of Previous Estimates ............... 24,486 526 1,373 26,385
Production ................................ (42,979)(3) (3,447) (4,041)  (50,467)
Purchases of Mineralsin Place ................ 44,790 — — 44,790
Sales of MineralsinPlace .................... - (682) (22917) (23,599)
September 30,2011 ...................... ... 606,606 68,316 —_ 674,922
Proved Developed Reserves:
September 30,2008 . ................... ... .. 115,824 68,453 18,242 202,519
September 30,2009 . ................... ... .. 120,579 67,603 18,051 206,233
September 30,2010 . ................... ... . 210,817 66,178 19,293 296,288
September 30,2011 . ............... ... ... ... 350,458 63,965 —_ 414,423
Proved Undeveloped Reserves:
September 30,2008 . ................... ... .. 12,574 4,407 6,399 23,380
September 30,2009 . ................... ... .. 29,249 5,356 8,116 42,721
September 30,2010 ................. . .. ... .. 120,445 5,546 6,134 132,125
September 30,2011 ................ ... ... ... 256,148 4351 _ 260,499

(1) During 2009, the Company made a downward revision of its proved developed and undeveloped reserves
amounting to 9,589 MMcf. This was primarily attributable to a 19,484 MMcf reduction in the
Appalachian region offset by a 9,407 MMcf increase in the Gulf Coast region. The reduction in the
Appalachian region was mainly due to declining natural gas prices, which made certain reserves
uneconomical. The improvement in the Gulf Coast region was due to improved performance of Gulf
Coast properties.

- 126 -



NATIONAL FUEL GAS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

(2) Extensions and discoveries include 182 Bcf (during 2010) and 249 Bef (during 2011) of Marcellus Shale
gas in the Appalachian Region.

(3) Production includes 7,180 MMcf (during 2010) and 35,356 MMcf (during 2011) from Marcellus Shale
fields (which exceed 15% of total reserves).

0il Mbbl
u.s.
West
Appalachian Coast Gulf Coast Total

Region Region Region Company
Proved Developed and Undeveloped Reserves:
September 30,2008 .. .......... .o 396 44,444 1,358 46,198
Extensions and Discoveries . . ................. 15 896 302 1,213
Revisions of Previous Estimates ............... (41) 43 447 449
Production . ... ..o ouvr i (59) (2,674)(1) (640) (3,373)
Purchases of MineralsinPlace ................ — 2,115 — 2,115
Sales of MineralsinPlace .................... — — (15) (15)
September 30,2009 . ........... ... 311 44,824 1,452 46,587
Extensions and Discoveries . .. ................ 4 828 222 1,054
Revisions of Previous Estimates ............... 2 484 332 818
ProdulCtion . . ..o ve it e @) (2,669)(1) (502) (3,220)
September 30,2010 .............. ..l 268 43,467 1,504 45,239
Extensions and Discoveries . .. ................ 10 756 1 767
Revisions of Previous Estimates ............... 46 1,909 (339) 1,616
Production . ... ...t (45) (2,628) (187) (2,860)
Sales of Mineralsin Place .................... — (438) (979) (1,417)
September 30,2011 .............. ... 279 43,066 — 43,345
Proved Developed Reserves:
September 30,2008 . .. ...... ...l 357 37,224 1,313 38,894
September 30,2009 . ........... ..o 285 37,711 1,194 39,190
September 30,2010 .. ... ... 263 36,353 1,066 37,682
September 30,2011 ............... .. e 274 37,306 — 37,580
Proved Undeveloped Reserves:
September 30,2008 . ... 39 7,220 45 7,304
September 30,2009 .. ... 26 7,113 258 7,397
September 30,2010 .. .......... ...l 5 7,114 438 7,557
September 30,2011 ....... ... 5 5,760 — 5,765

(1) The Midway Sunset North fields (which exceeded 15% of total reserves at September 30, 2010)
contributed 1,680 Mbbls and 1,543 Mbbls of production during 2009 and 2010, respectively. As of
September 30, 2011, the Midway Sunset North fields were below 15% of total reserves.

The Company’s proved undeveloped (PUD) reserves increased from 177 Bcfe at September 30, 2010 to
295 Bcfe at September 30, 2011. PUD reserves in the Marcellus Shale increased from 110 Bcf at
September 30, 2010 to 253 Bcf at September 30, 2011. There was a material increase in PUD reserves at
September 30, 2011 and 2010 as a result of Marcellus Shale reserve additions. The Company’s total PUD
reserves are 32% of total proved reserves at September 30, 2011, up from 25% of total proved reserves at
September 30, 2010.
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The Company’s PUD reserves increased from 87 Bcfe at September 30, 2009 to 177 Bcfe at
September 30, 2010. Undeveloped reserves in the Marcellus Shale increased from 11 Bef at September 30,
2009 to 110 Bcf at September 30, 2010. There was a material increase in PUD reserves at September 30, 2010
as a result of Marcellus Shale reserve additions. The increase in PUD reserves in the Marcellus Shale is
partially attributable to the change in SEC regulations allowing the recognition of PUD reserves more than
one direct offset location away from existing production with reasonable certainty using reliable technology.

The increase in PUD reserves in 2011 of 118 Bcfe is a result of 212 Bcfe in new PUD reserve additions
(209 Bcfe from the Marcellus Shale), offset by 83 Bcfe in PUD conversions to proved developed reserves, 10
Befe from sales of minerals in place and 2 Bcfe in downward PUD revisions of previous estimates. The
downward revisions were primarily from the removal of proved locations in the Upper Devonian play. These
locations are unlikely to be developed in the 5-year timeframe due to the Company’s focus on the Marcellus
Shale and the better economic results there. The Company invested $146 million during the year ended
September 30, 2011 to convert 83 Bcfe of September 30, 2010 PUD reserves to proved developed reserves.
The Company invested an additional $53 million during the year ended September 30, 2011 to develop the
additional working interests in Covington area PUD wells that were acquired from EOG Resources during
fiscal 2011. In 2012, the Company estimates that it will invest approximately $264 million to develop its
PUD reserves. The Company is committed to developing its PUD reserves within five years as required by the
SEC’s final rule on Modernization of Oil and Gas Reporting. The Company developed 19% of its beginning
year PUD reserves in fiscal 2010 and 47% of its beginning year PUD reserves in fiscal 2011.

The increase in PUD reserves in 2010 of 90 Bcfe is a result of 111 Bcfe in new PUD reserve additions
(105 Befe from the Marcellus Shale), offset by 17 Bcfe in PUD conversions to proved developed reserves and
4 Bcfe in downward PUD revisions. The downward revisions were primarily from the removal of 51 PUD
locations in the Upper Devonian play. This was the result of Seneca’s decision in 2010 to significantly reduce its
S-year investment plan for the Upper Devonian as a result of lower forward gas price expectations. The
Company invested $28.9 million during the year ended September 30, 2010 to convert 17 Befe of PUD reserves
to proved developed reserves. This represented 19% of the PUD reserves booked at September 30, 2009.

At September 30, 2011, the Company does not have a material concentration of proved undeveloped
reserves that have been on the books for more than five years at the corporate level or country level. All of
the Company’s proved reserves are in the United States. At the field level, only at the North Lost Hills Field
in Kern County, California, does the Company have a material concentration of PUD reserves that have been
on the books for more than five years. The Company has reduced the concentration of PUD reserves in this
field from 61% of total field level proved reserves at September 30, 2005 to 20% of total field level proved
reserves at September 30, 2011. The PUD reserves in this field represent less than 1% of the Company’s
proved reserves at the corporate level. The economics of this project remain strong and the steam-flood
project here is performing well. Drilling of the remaining PUD locations in this field is scheduled over the
next three years as steam generation capacity is increased and the steam-flood here matures.

Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Qil and Gas Reserves

The Company cautions that the following presentation of the standardized measure of discounted future
net cash flows is intended to be neither a measure of the fair market value of the Company’s oil and gas
properties, nor an estimate of the present value of actual future cash flows to be obtained as a result of their
development and production. It is based upon subjective estimates of proved reserves only and attributes no
value to categories of reserves other than proved reserves, such as probable or possible reserves, or to
unproved acreage. Furthermore, as a result of the SEC’s final rule on Modernization of Oil and Gas Reporting
(effective fiscal 2010), it is based on the unweighted arithmetic average of the first day of the month oil and
gas prices for each month within the twelve-month period prior to the end of the reporting period and costs
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adjusted only for existing contractual changes. It assumes an arbitrary discount rate of 10%. Thus, it gives no
effect to future price and cost changes certain to occur under widely fluctuating political and economic
conditions.

The standardized measure is intended instead to provide a means for comparing the value of the
Company’s proved reserves at a given time with those of other oil- and gas-producing companies than is
provided by a simple comparison of raw proved reserve quantities.

Year Ended September 30

2011 2010 2009
(Thousands)
United States
Future Cash Inflows . ........ .. ... . .. $7,180,320 $5,273,605  $3,972,026
Less:
Future Production Costs . .. .................. 1,555,603 1,347,855 1,010,851
Future Development Costs ................... 636,745 445,413 312,717
Future Income Tax Expense at Applicable
Statutory Rate .............. ... 1,834,778 1,186,567 916,466
Future Net Cash Flows .. ....... ..ot 3,153,194 2,293,770 1,731,992
Less:
10% Annual Discount for Estimated Timing of
Cash FIoWS .. ...t 1,629,037 1,120,182 856,015
Standardized Measure of Discounted Future Net
Cash Flows ... .ot $1,524,157 $1,173,588 $ 875,977

The principal sources of change in the standardized measure of discounted future net cash flows were as
follows:

Year Ended September 30
2011 2010 2009
(Thousands)
United States
Standardized Measure of Discounted Future
Net Cash Flows at Beginning of Year ............. $1,173,588 ¢ 875,977 $1,267,844
Sales, Net of Production Costs . ............... (412,172) (313,742) (218,557)
Net Changes in Prices, Net of Production Costs .. 404,445 176,530 (699,217)
Purchases of MineralsinPlace ................ 52,697 — 38,902
Sales of MineralsinPlace .................... (73,633) — (20,141)
Extensions and Discoveries . . ................. 218,140 329,555 66,002
Changes in Estimated Future Development
COSES .+ v e et (85,191) (17,353) (22,392)
Previously Fstimated Development Costs
Incurred . .. oo e 168,275 47,539 53,285
Net Change in Income Taxes at Applicable
Statutory Rate ..............c.oiiiiiann. (249,773) (85,703) 331,251
Revisions of Previous Quantity Estimates ....... 124,545 46,246 (27,864)
Accretion of Discount and Other .............. 203,236 114,539 106,864
Standardized Measure of Discounted Future Net Cash
FlowsatEndof Year ...........coviueninennnn $1,524,157 $1,173,588 $ 875,977



Schedule I — Valuation and Qualifying Accounts

Additions
Balance Charged Additions Balance
at to Charged at
Beginning Costs to End
of and Other of
Description Period Expenses  Accounts(l) Deductions(2)  Period
Year Ended September 30, 2011
Allowance for Uncollectible Accounts . ... ...... $30,961 $11,974 $2,484 $14,380 $31,039
Year Ended September 30, 2010
Allowance for Uncollectible Accounts . . ........ $38,334 $15,422 $2,268 $25,063 $30,961
Year Ended September 30, 2009
Allowance for Uncollectible Accounts .. ........ $33,117 $31,464 $2,751 $28,998 $38,334

(1) Represents the discount on accounts receivable purchased in accordance with the Utility segment’s 2005
New York rate agreement.

(2) Amounts represent net accounts receivable written-off.

Item 9  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The term “disclosure controls and procedures” is defined in Rules 13a-15(e) and 15d-15(¢) under the
Exchange Act. These rules refer to the controls and other procedures of a company that are designed to
ensure that information required to be disclosed by a company in the reports that it files or submits under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed is accumulated and communicated to the
company’s management, including its principal executive and principal financial officers, as appropriate to
allow timely decisions regarding required disclosure. The Company’s management, including the Chief
Executive Officer and Principal Financial Officer, evaluated the effectiveness of the Company’s disclosure
controls and procedures as of the end of the period covered by this report. Based upon that evaluation, the
Company’s Chief Executive Officer and Principal Financial Officer concluded that the Company’s disclosure
controls and procedures were effective as of September 30, 2011.

Management’s Annual Report on Internal Control over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal
control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. The
Company’s internal control over financial reporting is designed to provide reasonable assurance regarding the
reliability of financial reporting and preparation of financial statements for external purposes in accordance
with GAAP. Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements.

The Company’s management assessed the effectiveness of the Company’s internal control over financial
reporting as of September 30, 2011. In making this assessment, management used the framework and criteria
set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal
Control — Integrated Framework. Based on this assessment, management concluded that the Company
maintained effective internal control over financial reporting as of September 30, 2011.
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PricewaterhouseCoopers LLP, the independent registered public accounting firm that audited the
Company’s consolidated financial statements included in this Annual Report on Form 10-K, has issued an
attestation report on the effectiveness of the Company’s internal control over financial reporting as of
September 30, 2011. The report appears in Part 11, Item 8 of this Annual Report on Form 10-K.

Changes in Internal Control over Financial Reporting

There were no changes in the Company’s internal control over financial reporting that occurred during
the quarter ended September 30, 2011 that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.

Item 9B Other Information

None

PART 111

Item 10 Directors, Executive Officers and Corporate Governance

The information required by this item concerning the directors of the Company and corporate
governance is omitted pursuant to Instruction G of Form 10-K since the Company’s definitive Proxy
Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC not later than 120 days
after September 30, 2011. The information concerning directors will be set forth in the definitive Proxy
Statement under the headings entitled “Nominees for Election as Directors for Three-Year Terms to Expire in
2015,” “Directors Whose Terms Expire in 2014, “Directors Whose Terms Expire in 2013,” and
“Section 16(a) Beneficial Ownership Reporting Compliance” and is incorporated herein by reference. The
information concerning corporate governance will be set forth in the definitive Proxy Statement under the
heading entitled “Meetings of the Board of Directors and Standing Committees” and is incorporated herein by
reference. Information concerning the Company’s executive officers can be found in Part 1, Item 1, of this
report.

The Company has adopted a Code of Business Conduct and Ethics that applies to the Company’s
directors, officers and employees and has posted such Code of Business Conduct and Ethics on the
Company’s website, www.nationalfuelgas.com, together with certain other corporate governance documents.
Copies of the Company’s Code of Business Conduct and Fthics, charters of important committees, and
Corporate Governance Guidelines will be made available free of charge upon written request to Investor
Relations, National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221.

The Company intends to satisfy the disclosure requirement under Item 5.05 of Form 8-K regarding an
amendment to, or a waiver from, a provision of its code of ethics that applies to the Company’s principal
executive officer, principal financial officer, principal accounting officer or controller, or persons performing
similar functions, and that relates to any element of the code of ethics definition enumerated in paragraph
(b) of Item 406 of the SECs Regulation S-K, by posting such information on its website,
www.nationalfuelgas.com.

Item 11 Executive Compensation

The information required by this item is omitted pursuant to Instruction G of Form 10-K since the
Company’s definitive Proxy Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC
not later than 120 days after September 30, 2011. The information concerning executive compensation will
be set forth in the definitive Proxy Statement under the headings “Executive Compensation” and
“Compensation Committee Interlocks and Insider Participation” and, excepting the “Report of the
Compensation Committee,” is incorporated herein by reference.
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Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Equity Compensation Plan Information

The information required by this item is omitted pursuant to Instruction G of Form 10-K since the
Company’s definitive Proxy Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC
not later than 120 days after September 30, 2011. The equity compensation plan information will be set forth
in the definitive Proxy Statement under the heading “Equity Compensation Plan Information” and is
incorporated herein by reference.

Security Ownership and Changes in Control
(a) Security Ownership of Certain Beneficial Owners

The information required by this item is omitted pursuant to Instruction G of Form 10-K since the
Company’s definitive Proxy Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC
not later than 120 days after September 30, 2011. The information concerning security ownership of certain
beneficial owners will be set forth in the definitive Proxy Statement under the heading “Security Ownership
of Certain Beneficial Owners and Management” and is incorporated herein by reference.

(b) Security Ownership of Management

The information required by this item is omitted pursuant to Instruction G of Form 10-K since the
Company'’s definitive Proxy Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC
not later than 120 days after September 30, 2011. The information concerning security ownership of
management will be set forth in the definitive Proxy Statement under the heading “Security Ownership of
Certain Beneficial Owners and Management” and is incorporated herein by reference.

(c) Changes in Control

None

Item 13 Certain Relationships and Related Transactions, and Director Independence

The information required by this item is omitted pursuant to Instruction G of Form 10-K since the
Company’s definitive Proxy Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC
not later than 120 days after September 30, 2011. The information regarding certain relationships and related
transactions will be set forth in the definitive Proxy Statement under the headings “Compensation
Committee Interlocks and Insider Participation” and “Related Person Transactions” and is incorporated
herein by reference. The information regarding director independence is set forth in the definitive Proxy
Statement under the heading “Director Independence” and is incorporated herein by reference.

Item 14 Principal Accountant Fees and Services

The information required by this item is omitted pursuant to Instruction G of Form 10-K since the
Company’s definitive Proxy Statement for its 2012 Annual Meeting of Stockholders will be filed with the SEC
not later than 120 days after September 30, 2011. The information concerning principal accountant fees and
services will be set forth in the definitive Proxy Statement under the heading “Audit Fees” and is
incorporated herein by reference.
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PART IV

Item 15 Exhibits and Financial Statement Schedules
(a)l. Financial Statements

Financial statements filed as part of this report are listed in the index included in Item 8 of this
Form 10-K, and reference is made thereto.

(a)2. Financial Statement Schedules

Financial statement schedules filed as part of this report are listed in the index included in Item 8 of this
Form 10-K, and reference is made thereto.

(a)3. Exhibits

Exhibit Description of
Number Exhibits
3(D) Articles of Incorporation:
. Restated Certificate of Incorporation of National Fuel Gas Company dated September 21, 1998

(Exhibit 3.1, Form 10-K for fiscal year ended September 30, 1998 in File No. 1-3880)

. Certificate of Amendment of Restated Certificate of Incorporation (Exhibit 3(ii), Form 8-K dated
March 14, 2005 in File No. 1-3880)

3(ii) By-Laws:

. National Fuel Gas Company By-Laws as amended March 10, 2011 (Exhibit 3.1, Form 8-K dated
March 14, 2011 in File No. 1-3880)

4 Instruments Defining the Rights of Security Holders, Including Indentures:

. Indenture, dated as of October 15, 1974, between the Company and The Bank of New York
Mellon (formerly Irving Trust Company) (Exhibit 2(b) in File No. 2-51796)

. Third Supplemental Indenture, dated as of December 1, 1982, to Indenture dated as of
October 15, 1974, between the Company and The Bank of New York Mellon (formerly Irving
Trust Company) (Exhibit 4(a)(4) in File No. 33-49401)

. Eleventh Supplemental Indenture, dated as of May 1, 1992, to Indenture dated as of October 15,
1974, between the Company and The Bank of New York Mellon (formerly Irving
Trust Company) (Exhibit 4(b), Form 8-K dated February 14, 1992 in File No. 1-3880)

. Twelfth Supplemental Indenture, dated as of June 1, 1992, to Indenture dated as of October 15,
1974, between the Company and The Bank of New York Mellon (formerly Irving
Trust Company) (Exhibit 4(c), Form 8-K dated June 18, 1992 in File No. 1-3880)

. Thirteenth Supplemental Indenture, dated as of March 1, 1993, to Indenture dated as of
October 15, 1974, between the Company and The Bank of New York Mellon (formerly Irving
Trust Company) (Exhibit 4(a)(14) in File No. 33-49401)

. Fourteenth Supplemental Indenture, dated as of July 1, 1993, to Indenture dated as of
October 15, 1974, between the Company and The Bank of New York Mellon (formerly Irving
Trust Company) (Exhibit 4.1, Form 10-K for fiscal year ended September 30, 1993 in
File No. 1-3880)

. Indenture dated as of October 1, 1999, between the Company and The Bank of New York Mellon
(formerly The Bank of New York) (Exhibit 4.1, Form 10-K for fiscal year ended September 30,
1999 in File No. 1-3880)
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Exhibit
Number

10

Description of
Exhibits
Officers Certificate Establishing Medium-Term Notes, dated October 14, 1999 (Exhibit 4.2,
Form 10-K for fiscal year ended September 30, 1999 in File No. 1-3880)

Officers Certificate establishing 5.25% Notes due 2013, dated February 18, 2003 (Exhibit 4,
Form 10-Q for the quarterly period ended March 31, 2003 in File No. 1-3880)

Officer’s Certificate establishing 6.50% Notes due 2018, dated April 11, 2008 (Exhibit 4.1,
Form 10-Q for the quarterly period ended June 30, 2008 in File No. 1-3880)

Officer’s Certificate establishing 8.75% Notes due 2019, dated April 6, 2009 (Exhibit 4.4,
Form 8-K dated April 6, 2009 in File No. 1-3880)

Amended and Restated Rights Agreement, dated as of December 4, 2008, between the Company
and The Bank of New York Mellon (formerly The Bank of New York), as rights agent
(Exhibit 4.1, Form 8-K dated December 4, 2008 in File No. 1-3880)

Material Contracts:

Credit Agreement, dated as of August 18, 2010, among the Company, the Lenders Party Thereto,
JPMorgan Chase Bank, National Association, as Administrative Agent, and PNC Bank, National
Association, as Syndication Agent (Exhibit 10.1, Form 10-K for the fiscal year ended September
30, 2010 in File No. 1-3880)

Form of Indemnification Agreement, dated September 2006, between the Company and each
Director (Exhibit 10.1, Form 8-K dated September 18, 2006 in File No. 1-3880)

Resolutions adopted by the National Fuel Gas Company Board of Directors on February 21, 2008
regarding director stock ownership guidelines (Exhibit 10.5, Form 10-Q for the quarterly period
ended March 31, 2008 in File No. 1-3880)

Management Contracts and Compensatory Plans and Arrangements:

Form of Amended and Restated Employment Continuation and Noncompetition Agreement
among the Company, a subsidiary of the Company and each of David P. Bauer, Karen

M. Camiolo, Carl M. Carlotti, Anna Marie Cellino, Paula M. Ciprich, Donna L. DeCarolis, John R.
Pustulka, James D. Ramsdell, David F. Smith and Ronald J. Tanski (Exhibit 10.1, Form 10-K for
the fiscal year ended September 30, 2008 in File No. 1-3880)

Form of Amended and Restated Employment Continuation and Noncompetition Agreement
among the Company, Seneca Resources Corporation and Matthew D. Cabell (Exhibit 10.2,
Form 10-K for the fiscal year ended September 30, 2008 in File No. 1-3880)

Letter Agreement between the Company and Matthew D. Cabell, dated November 17, 2006
(Exhibit 10.1, Form 10-Q for the quarterly period ended December 31, 2006 in File No. 1-3880)

Description of September 17, 2009 restricted stock award (Exhibit 10.1, Form 10-K for fiscal year
ended September 30, 2009 in File No. 1-3880)

Description of post-employment medical and prescription drug benefits (Exhibit 10.2, Form 10-K
for fiscal year ended September 30, 2009 in File No. 1-3880)

National Fuel Gas Company 1997 Award and Option Plan, as amended and restated as of July 23,
2007 (Exhibit 10.4, Form 10-Q for the quarterly period ended March 31, 2008 in File
No. 1-3880)

Form of Award Notice under National Fuel Gas Company 1997 Award and Option Plan
(Exhibit 10.1, Form 8-K dated March 28, 2005 in File No. 1-3880)

Form of Award Notice under National Fuel Gas Company 1997 Award and Option Plan
(Exhibit 10.1, Form 8-K dated May 16, 2006 in File No. 1-3880)
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Exhibit
Number

Description of
Exhibits
Form of Restricted Stock Award Notice under National Fuel Gas Company 1997 Award and
Option Plan (Exhibit 10.2, Form 10-Q for the quarterly period ended December 31, 2006 in
File No. 1-3880)

Form of Stock Option Award Notice under National Fuel Gas Company 1997 Award and Option
Plan (Exhibit 10.3, Form 10-Q for the quarterly period ended December 31, 2006 in
File No. 1-3880)

Form of Stock Appreciation Right Award Notice under National Fuel Gas Company 1997 Award
and Option Plan (Exhibit 10.2, Form 10-Q for the quarterly period ended March 31, 2008 in
File No. 1-3880)

Form of Stock Appreciation Right Award Notice under National Fuel Gas Company 1997 Award
and Option Plan (Exhibit 10.2, Form 10-Q for the quarterly period ended December 31, 2008 in
File No. 1-3880)

Form of Restricted Stock Award Notice under the National Fuel Gas Company 1997 Award and
Option Plan (Exhibit 10.3, Form 10-Q for the quarterly period ended December 31, 2010 in
File No. 1-3880)

Administrative Rules with Respect to At Risk Awards under the 1997 Award and Option Plan
amended and restated as of September 8, 2005 (Exhibit 10.4, Form 10-K for fiscal year ended
September 30, 2005 in File No. 1-3880)

National Fuel Gas Company 2010 Equity Compensation Plan (Exhibit 10.1, Form 8-K dated
March 17, 2010 in File No. 1-3880)

Form of Stock Appreciation Right Award Notice under the National Fuel Gas Company 2010
Equity Compensation Plan (Exhibit 10.1, Form 10-Q for the quarterly period ended March 31,
2010 in File No. 1-3880)

Form of Stock Appreciation Right Award Notice under the National Fuel Gas Company 2010
Equity Compensation Plan (Exhibit 10.4, Form 10-Q for the quarterly period ended
December 31, 2010 in File No. 1-3880)

Amended and Restated National Fuel Gas Company 2007 Annual At Risk Compensation
Incentive Program (Exhibit 10.3, Form 10-K for the fiscal year ended September 30, 2008 in
File No. 1-3880)

Description of performance goals under the Amended and Restated National Fuel Gas Company
2007 Annual At Risk Compensation Incentive Program and the National Fuel Gas Company
Executive Annual Cash Incentive Program (Exhibit 10.2, Form 10-Q for the quarterly period
ended December 31, 2009 in File No. 1-3880)

Description of performance goals under the Amended and Restated National Fuel Gas Company
2007 Annual At Risk Compensation Incentive Program and the National Fuel Gas Company
Executive Annual Cash Incentive Program (Exhibit 10.2, Form 10-Q for the quarterly period
ended December 31, 2010 in File No. 1-3880)

National Fuel Gas Company Executive Annual Cash Incentive Program (Exhibit 10.3, Form 10-Q
for the quarterly period ended December 31, 2009 in File No. 1-3880)

Administrative Rules of the Compensation Committee of the Board of Directors of National Fuel
Gas Company, as amended and restated effective December 8, 2010 (Exhibit 10.5, Form 10-Q for
the quarterly period ended December 31, 2010 in File No. 1-3880)

National Fuel Gas Company Deferred Compensation Plan, as amended and restated through
May 1, 1994 (Exhibit 10.7, Form 10-K for fiscal year ended September 30, 1994 in
File No. 1-3880)
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Exhibit
Number

Description of
Exhibits
Amendment to National Fuel Gas Company Deferred Compensation Plan, dated September 27,
1995 (Exhibit 10.9, Form 10-K for fiscal year ended September 30, 1995 in File No. 1-3880)

Amendment to National Fuel Gas Company Deferred Compensation Plan, dated September 19,
1996 (Exhibit 10.10, Form 10-K for fiscal year ended September 30, 1996 in File No. 1-3880)

National Fuel Gas Company Deferred Compensation Plan, as amended and restated through
March 20, 1997 (Exhibit 10.3, Form 10-K for fiscal year ended September 30, 1997 in
File No. 1-3880)

Amendment to National Fuel Gas Company Deferred Compensation Plan, dated June 16, 1997
(Exhibit 10.4, Form 10-K for fiscal year ended September 30, 1997 in File No. 1-3880)

Amendment No. 2 to the National Fuel Gas Company Deferred Compensation Plan, dated
March 13, 1998 (Exhibit 10.1, Form 10-K for fiscal year ended September 30, 1998 in
File No. 1-3880)

Amendment to the National Fuel Gas Company Deferred Compensation Plan, dated February 18,
1999 (Exhibit 10.1, Form 10-Q for the quarterly period ended March 31, 1999 in
File No. 1-3880)

Amendment to National Fuel Gas Company Deferred Compensation Plan, dated June 15, 2001
(Exhibit 10.3, Form 10-K for fiscal year ended September 30, 2001 in File No. 1-3880)

Amendment to the National Fuel Gas Company Deferred Compensation Plan, dated October 21,
2005 (Exhibit 10.5, Form 10-K for fiscal year ended September 30, 2005 in File No. 1-3880)

Form of Letter Regarding Deferred Compensation Plan and Internal Revenue Code Section 409A,
dated July 12, 2005 (Exhibit 10.6, Form 10-K for fiscal year ended September 30, 2005 in
File No. 1-3880)

National Fuel Gas Company Tophat Plan, effective March 20, 1997 (Exhibit 10, Form 10-Q for
the quarterly period ended June 30, 1997 in File No. 1-3880)

Amendment No. 1 to National Fuel Gas Company Tophat Plan, dated April 6, 1998
(Exhibit 10.2, Form 10-K for fiscal year ended September 30, 1998 in File No. 1-3880)

Amendment No. 2 to National Fuel Gas Company Tophat Plan, dated December 10, 1998
(Exhibit 10.1, Form 10-Q for the quarterly period ended December 31, 1998 in File No. 1-3880)

Form of Letter Regarding Tophat Plan and Internal Revenue Code Section 4094, dated July 12,
2005 (Exhibit 10.7, Form 10-K for fiscal year ended September 30, 2005 in File No. 1-3880)

National Fuel Gas Company Tophat Plan, Amended and Restated December 7, 2005
(Exhibit 10.1, Form 10-Q for the quarterly period ended December 31, 2005 in File No. 1-3880)

National Fuel Gas Company Tophat Plan, as amended September 20, 2007 (Exhibit 10.3,
Form 10-K for the fiscal year ended September 30, 2007 in File No. 1-3880)

k]

Amended and Restated Split Dollar Insurance and Death Benefit Agreement, dated September 17
1997 between the Company and Philip C. Ackerman (Exhibit 10.5, Form 10-K for fiscal year
ended September 30, 1997 in File No. 1-3880)

Amendment Number 1 to Amended and Restated Split Dollar Insurance and Death Benefit
Agreement by and between the Company and Philip C. Ackerman, dated March 23, 1999
(Exhibit 10.3, Form 10-K for fiscal year ended September 30, 1999 in File No. 1-3880)

Split Dollar Insurance and Death Benefit Agreement, dated September 15, 1997, between the
Company and David F. Smith (Exhibit 10.13, Form 10-K for fiscal year ended September 30,
1999 in File No. 1-3880)
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Exhibit
Number

Description of
Exhibits
Amendment Number 1 to Split Dollar Insurance and Death Benefit Agreement by and between

the Company and David F. Smith, dated March 29, 1999 (Exhibit 10.14, Form 10-K for fiscal
year ended September 30, 1999 in File No. 1-3880)

Life Insurance Premium Agreement, dated September 17, 2009, between the Company and David
F. Smith (Exhibit 10.1, Form 8-K dated September 23, 2009 in File No. 1-3880)

National Fuel Gas Company Parameters for Executive Life Insurance Plan (Exhibit 10.1,
Form 10-K for fiscal year ended September 30, 2004 in File No. 1-3880)

National Fuel Gas Company and Participating Subsidiaries Executive Retirement Plan as
amended and restated through November 1, 1995 (Exhibit 10.10, Form 10-K for fiscal year ended
September 30, 1995 in File No. 1-3880)

Amendments to National Fuel Gas Company and Participating Subsidiaries Executive Retirement
Plan, dated September 18, 1997 (Exhibit 10.9, Form 10-K for fiscal year ended September 30,
1997 in File No. 1-3880)

Amendments to National Fuel Gas Company and Participating Subsidiaries Executive Retirement
Plan, dated December 10, 1998 (Exhibit 10.2, Form 10-Q for the quarterly period ended
December 31, 1998 in File No. 1-3880)

Amendments to National Fuel Gas Company and Participating Subsidiaries Executive Retirement
Plan, effective September 16, 1999 (Exhibit 10.15, Form 10-K for fiscal year ended September 30,
1999 in File No. 1-3880)

Amendment to National Fuel Gas Company and Participating Subsidiaries Executive Retirement
Plan, effective September 5, 2001 (Exhibit 10.4, Form 10-K/A for fiscal year ended September 30,
2001, in File No. 1-3880)

National Fuel Gas Company and Participating Subsidiaries Executive Retirement Plan, Amended
and Restated as of January 1, 2007 (Exhibit 10.5, Form 10-Q for the quarterly period ended
December 31, 2006 in File No. 1-3880)

National Fuel Gas Company and Participating Subsidiaries Executive Retirement Plan, Amended
and Restated as of September 20, 2007 (Exhibit 10.4, Form 10-K for the fiscal year ended
September 30, 2007 in File No. 1-3880)

National Fuel Gas Company and Participating Subsidiaries Executive Retirement Plan, Amended
and Restated as of September 24, 2008 (Exhibit 10.5, Form 10-K for the fiscal year ended
September 30, 2008 in File No. 1-3880)

Amendment to National Fuel Gas Company and Participating Subsidiaries Executive Retirement
Plan, dated June 1, 2010 (Exhibit 10.1, Form 10-Q for the quarterly period ended June 30, 2010
in File No. 1-3880)

National Fuel Gas Company and Participating Subsidiaries 1996 Executive Retirement Plan
Trust Agreement (1I), dated May 10, 1996 (Exhibit 10.13, Form 10-K for fiscal year ended
September 30, 1996 in File No. 1-3880)

National Fuel Gas Company Participating Subsidiaries Executive Retirement Plan 2003
Trust Agreement(1), dated September 1, 2003 (Exhibit 10.2, Form 10-K for fiscal year ended
September 30, 2004 in File No. 1-3880)

National Fuel Gas Company Performance Incentive Program (Exhibit 10.1, Form 8-K dated
June 3, 2005 in File No. 1-3880)

Description of long-term performance incentives for the period October 1, 2008 to September 30,
2011 under the National Fuel Gas Company Performance Incentive Program (Exhibit 10.1,
Form 10-Q for the quarterly period ended December 31, 2008 in File No. 1-3880)
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Exhibit
Number

12

21
23
23.1
23.2
31
31.1

31.2

3lee

99
99.1
99.2

101

Description of
Exhibits

Description of long-term performance incentives for the period October 1, 2009 to
September 30, 2012 under the National Fuel Gas Company Performance Incentive Program
(Exhibit 10.1, Form 10-Q for the quarterly period ended December 31, 2009 in File No. 1-
3880)
Description of long-term performance incentives for the period October 1, 2010 to
September 30, 2013 under the National Fuel Gas Company Performance Incentive Program
(Exhibit 10.1, Form 10-Q for the quarterly period ended December 31, 2010 in File No. 1-
3880)
Excerpts of Minutes from the National Fuel Gas Company Board of Directors Meeting of
March 20, 1997 regarding the Retainer Policy for Non-Employee Directors (Exhibit 10.11,
Form 10-K for fiscal year ended September 30, 1997 in File No. 1-3880)
National Fuel Gas Company 2009 Non-Employee Director Equity Compensation Plan
(Exhibit 10.1, Form 10-Q for the quarterly period ended March 31, 2009 in File No. 1-3880)
Amended and Restated Retirement Benefit Agreement for David F. Smith, dated
September 20, 2007, among the Company, National Fuel Gas Supply Corporation and David
F. Smith (Exhibit 10.5, Form 10-K for the fiscal year ended September 30, 2007 in File No. 1-
3880)
Description of assignment of interests in certain life insurance policies (Exhibit 10.1,
Form 10-Q for the quarterly period ended June 30, 2006 in File No. 1-3880)
Description of agreement between the Company and Philip C. Ackerman regarding death
benefit (Exhibit 10.3, Form 10-Q for the quarterly period ended June 30, 2006 in File No. 1-
3880)
Agreement, dated September 24, 2006, between the Company and Philip C. Ackerman
regarding death benefit (Exhibit 10.1, Form 10-K for the fiscal year ended September 30,
2006 in File No. 1-3880)
Statements regarding Computation of Ratios: Ratio of Earnings to Fixed Charges for the fiscal
years ended September 30, 2007 through 2011

Subsidiaries of the Registrant

Consents of Experts:

Consent of Netherland, Sewell & Associates, Inc. regarding Seneca Resources Corporation
Consent of Independent Registered Public Accounting Firm

Rule 13a-14(a)/15d-14(a) Certifications:

Written statements of Chief Executive Officer pursuant to Rule 13a-14(a)/15d-14(a) of the
Exchange Act

Written statements of Principal Financial Officer pursuant to Rule 13a-14(a)/15d-14(a) of the
Exchange Act

Certifications pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Additional Exhibits:

Report of Netherland, Sewell & Associates, Inc. regarding Seneca Resources Corporation
Company Maps

Interactive data files pursuant to Regulation S-T: (i) the Consolidated Statements of Income
and Earnings Reinvested in the Business for the years ended September 30, 2011, 2010 and
2009, (ii) the Consolidated Balance Sheets at September 30, 2011 and September 30, 2010,
(iii) the Consolidated Statements of Cash Flows for the years ended September 30, 2011,
2010 and 2009, (iv) the Consolidated Statements of Comprehensive Income for the years

ended September 30, 2011, 2010 and 2009 and (v) the Notes to Consolidated Financial
Statements.
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Exhibit
Number

Description of
Exhibits

Incorporated herein by reference as indicated.

All other exhibits are omitted because they are not applicable or the required information is
shown elsewhere in this Annual Report on Form 10-K.

In accordance with Item 601(b)(32)(ii) of Regulation S-K and SEC Release Nos. 33-8238 and
34-47986, Final Rule: Management's Reports on Internal Control Over Financial Reporting and
Certification of Disclosure in Exchange Act Periodic Reports, the material contained in Exhibit 32
is “furnished” and not deemed “filed” with the SEC and is not to be incorporated by reference
into any filing of the Registrant under the Securities Act of 1933 or the Exchange Act, whether
made before or after the date hereof and irrespective of any general incorporation language
contained in such filing, except to the extent that the Registrant specifically incorporates it by
reference.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

National Fuel Gas Company
(Registrant)

By /s/ _D.F. Smith

D. F. Smith
Chairman of the Board and Chief Executive Officer

Date: November 23, 2011

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title
/s/  D. F. Smith Chairman of the Board, Chief Date: November 23, 2011
D. F. Smith Executive Officer and Director
/s/ P.C. Ackerman Director Date: November 23, 2011

P. C. Ackerman

/s/  R.T.Brady Director Date: November 23, 2011
R. T. Brady

/s/ R.D. Cash Director Date: November 23, 2011
R. D. Cash

/s/ _S.E. Ewing Director Date: November 23, 2011
S. E. Ewing

/s/ R.E. Kidder Director Date: November 23, 2011
R. E. Kidder

/s/ C. G. Matthews Director Date: November 23, 2011
C. G. Matthews

/s/  G. L. Mazanec Director Date: November 23, 2011
G. L. Mazanec

/s/  R. G. Reiten Director Date: November 23, 2011
R. G. Reiten

/s/ FE.V.Salerno Director Date: November 23, 2011
F. V. Salerno

/s/ _D. P. Bauer Treasurer and Principal Date: November 23, 2011
D. P. Bauer Financial Officer

/s/ K. M. Camiolo Controller and Principal Date: November 23, 2011
K. M. Camiolo Accounting Officer
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MATIONAL FUR

Awelder works on Empire Pipeline’s
Tioga County Extension project.

PIPELINE & STORAGE

National Fuel Gas Supply Corporation and Empire Pipeline,
Inc. provide natural gas transportation and stora rvices to
affiliated and nonaffiliated companies through an integrated
system of 2,795 miles of pipeline and 31 underground natural
gas storage fields (including 4 storage fields co-owned with
nonaffiliated companies).

2011 HIGHLIGHTS:

Operating Revenues: $215.1 million'”

Operating Income: $74.2 million™

Net Income: $31.5 million

Capital Expenditures: $129.2 million
Total Assets: $1,131.7 million

System Throughput: 320.0 Bef

-» Completed the second phase of the Lamont Compression
pm_;e"t adding 3,400 horsepower to an existing interconnect
with Tennessee Gas Pipeline, capable of transporting
50,000 dekatherms (Dth) per day of Marcellus p sroduction,

= Commenced construction of the first phase of the Line N
Expansion project that is designed to move 160 (0( Dth
per day of southwestern Marcellus production and placed
the project in service during October 2011

that is capa
County, Pa. \Iarcell'fspfodvctu;na d laud he‘ project
in service during November 2011

2612 OUTLOOK:

- Construct the Northern Access Expansion Project, designed
to move 320,000 Dth per day of Pennsylvania Marcellus
production north to an mterconnect with TransCanada
Pipeline at the Canadian border.

- Expand the Line N system in southwe
constructing the Line N 2012 Expansion, which is desi
to move 150.000 Dth per day of Marcellus production.

stern Pennsylvania by
gned

» Continue to evaluate the need for additional infrastructure
expansion projects and aggressively market new proje
further enhance the pipeline and storage network to serve
growing Appalachian production.

Lhility foreman, Shane Becker, in the field
ensuring safe and reliable service to.customers.

UTILITY

National Fuel Gas Distribution Corporation sells or transports
natural gas to customers through a local distribution systern
located in western New York and northwestern Pennsylvania.

2013 HIGHLIGHTS

Operating Revenues: $852.5 million™
Operating Income: $127.7 million™
Net Income: $63.2 million

Capital Expenditures: $58.4 million
Total Assets: $2,040.0 million

- Over 75% of capital expenditures allocated to system safety
maintenance and enhancements.

-

> Assisted g gucmﬁ
HEAP and LIHEAP funding in New York and Pennsg

ing customers in receiving $66 million in

lvania.

-» Successful New York conservation incentive program
approved and extended through 2015.

2012 OUTLOOK

- Address the current challenge of maintaining
payment-troubled, low-income customers through targeted
assistance programs and enhanced community outreach,

- (‘on tinue to modernize system and further promote natural
$ ¢ safe, reliable and clean fuel choice for homes,
and vehicles,

ENERGY MARKETING

National Fuel Resources, Inc. sells competitively priced natural
gas to industrial, wholesale, commercial, public autherity and
residential customers located in New York and Pennsylv

2011 HIGHLIGHTS:

Operating Revenues: $285.0 million*"
Operating Income: 513.1 million™
Net Income: $8.8 million

Total Assets: $571.1 million

Sales Volume: 52.9 Bef

- Expansion of residential customer base in Pennsylvania.

2012 OUTLOOK

-» Continue expansion within current markets.

- Maintain high levels of customer satisfaction and retention.



MATIONAL FUEL GAS COMPANY

National Fuel employees, pictured at a Michael Donovan, an employee of Seneca
Habitat for Humanity project, are committed Resources Corporation, leads a
to giving back to their communities. Muarcellus Shale tour for elected officials.

real assets % %iu’k EXPLORATION & PRODUCTION

by o at oo g ST, i Seneca Resources Corporation explores for, develops and
W?in great E.r\,«’a pie, dand ;')ro('m('@s‘ oil and natural gas reserves in California and

PR DEQUIS B R alreve ri el tr Appalachia. Sene srimmary focus is now the Marceltus Shale
N&ﬂi()“d& % %}i.\ii i}j,&{}&g }N M&Q t in Pennsylvania, whore(hccumpanv controls 745,000 net
hiring, training, motivatin prospectiveacres

2011 HIGHLIGHTS:

%’“QEE}} E}E[E QJ }kﬁéﬁﬁ 1t Operating Revenues: $519.0 million"
-y e e Operating Income: $230.7 million™
For each operating subsidiary, Net Income: $124.2 million

. o Capital Expenditures: $648.8 million
iwisthe e ‘{ﬁpiﬁ}’&?e& who turn Total Assets: $1.895.0 million

Total Annual Production: 67.6 Befe

s tl

e .

> L }rﬁ% )8{{}‘; S QY( - Seneca's reserve replacement was 448% for the fiscal year.
ccessful ﬁf}&QCi&I results.

2 same %Iﬁéﬂﬁ ees

o

Appalachian reserve replacement ratio was 737%, which
included 249 Bef of Marcellus reserve additions.

¥

Total Marcellus production in 2011 was 35.4 Befe, an increase

afl Q‘QQE&EE\,? Q}E}fodﬂ({ H}}{ 1 of nearly 400% from the prior year.
th@ communi Hm we serve,

a's 3year average finding and development costs
1209 per Mcfe, a decrease of 12% as compared to the
prior %~yusn period, ended September 30, 2010,

-3 ‘1(%10('&1‘% Marcellus net risked resource potential is 8 t¢
5 trillion cubic feet of natural gas, which is more H an
czght times Seneca’s proved reserves.

Company of donating
ont and financial reso
to hundreds of organizat
ch year.

- Seneca completed the sale of its offshore Guif of \'XF\XK‘O

assets in April 2011, receiving net proceeds of $55.4 million,

2012 OUTLOOK:
- Produce 87 to 101 Befe of natural gas and oil, with 62 to
72 Bofe expected to come from the Marcellus Shale.

&a

~N

Maintain a stable level of oil production in California
by spending approximately $45 to $55 million on

Footnotes: -
additional development.

(1) Consolidated Operating Revenues as set forth inthe Company
Statement of Income and Earnings Reinvested in the | ;

$1.778.8 million. See page 19 of the Company's 2011

: - Continue ongoing delineation efforts in the Marcellus,
1 10-K for details. Utica and Genes hales ss a broad section of
Seneca's Pennsvlvania acreage position.

(2) Consolidated Operating Income as set forth in the Company’s 2011
Statement of [ncome and Earnings Reinvested in the Business was
$441.2 million, including Exploration & Production, $230.7 million;
Pipeline & Storage 2 milthion; Utility, $127.7 million: Energy
Marketing, $13.1 million; and Corporate and All Other, $(4.5) million.
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NATIONAL FUE

L GAS COMPANY

The above iltustration highlights National Fuel's
integrated system in western New York and
Pennsylvania, where the Company’s Marcellus Shale
production assets, Appalachian pipeline and storage
operations, and retail service territories share the
same geographic area. The Company also owns

sin California.

significant crude oil production ass
Most of the Company’s current capital spending is
focused on activities related to the Marcellus Shale
formation in Pennsylvania, There, with an acreage
footprint that is among the largest of all Marcellus
producers, Seneca Resources Corporation, the

Cormpany’s exploration and production subsidiary,

is in the midst of an ambitious program to rapidly

grow its commercial production over the next three
vears, increasing substantially from the 67.6 billion
cubic feet equivalent (Befe) produced in 2011, In
coordination with Seneca’s development activities, the
Company's interstate pipeline and midstream gathering
subsidiaries are investing in facilities and upgrades
designed to bring Marcellus production to growing
markets in the northeast and Canada. With total
investment expected to reach as much as $1.5 billion
annually by 2014, this ongoing commitment to

developing and expanding our extensive Appalachian
asset base is the driver behind National Fuel's expected

growth over the next several years.

RSB



R S

In Pennsylvania, Seneca continues to balance its active
5,000 net
ive, vet

development and delineation programs across its 74

prospective Marcellus Shale acres with an aggre:

rt’t:;;mz‘is%tjﬂe program to grow natural gas production. In
‘alifornia, Seneca’s stable, predictable and high margin

crude oil production continues to deliver strong cash flows

that a

ist in funding a significant portion of the Company’s

Marcellus development. Recent developments and exploration

efforts in two other Appalachian shale plays, the Utica and
the Geneseo, could create additional opportunities for

future growth.

With the Company's longstanding history in the Appalachian
basin, Seneca has built its unique acreage position over many
decades, achieving a number of advantages over its peers.
Seneca owns, in fee, approximately 80 percent of its natural gas
rights.

As a result, those rights carry no costly royalty payments,
providing a significant economic benefit for the Company.
Another advantage is the sheer size and contiguity of S5eneca’s

36%

PRODUCTION GROWTH

Seneca’s exceptional oil and
natural gas production
growth in 2011 was driven by
anearly 400% increase in
production from
the Marcellus Shale.

Bilhion Cubic Feet

MARCELLUS SHALE PROVED RESERVES
vivalent (Befe)atb September3

elop

acreage, enabling a cost-efficient and strategic approach to
developing its resource base. And finally, by integrating
its Marcellus development with the Company’s Appalachian
transmission and gathering expansion projects, Seneca can
achieve timely access to established markets, boosting the
Company’s earnings potential.

Seneca’s commitment to environmental protection is exemplified
by the Company’s innovative project that reclaims contaminated
water from an abandoned coal mine and uses it for Marcellus
well completions. This project is part of a comprehensive water
management program, including an ambitious
discharge” policy, ¢
type of pollution.

zero surface
lesigned to safeguard the surface from any

Below the surface, Seneca’s focus on protecting water supplies
includes cementing multiple layers of casing through the fresh

water aquifer. These layers of steel and concrete produce an
impermeable seal that protects the water table and assures the

94%

NET REVENUE INTEREST

» 491 Seneca owns nearly 80% of
its Marcellus natural gas
rights, greatly reducing its
royalty obligations and
producing a class-leading net
revenue interest of 94%.

well's long-term oper

onal integrity.
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INVESTING IN

APPALAL

Prior to World War I, National Fuel's pipeline system delivered

natural gas primarily from conventional sandstone formations
in Appalachia to the Company’s utility customers in New York

as gz"ac‘it,x;s}}y

Y gas fmn w@sts;m{,anada \at,fmm}wl
was configure

»p@l!n@ syster

| to transport supplies from major, long
pipeline interconnections to the Company's Utility segme

and points east. For decades, Appalachian production
became relegated to a minor and declining source of supply
used to serve major markets.

Today, however, the Marcellus Shale has caused Appalachia

oply basin. Capitalizing on this
esurgence, National Fuel is realigning its Appa

fO reemer

D asa U}df(‘l‘ SUp

lachian pipeline
system to meet the growing capacity demands of Marcellus

producers and customers in downstream markets.

$750M

INFRASTRUCTURE SPENDING

Starting in 2009, the Company
hegan an expansion
of its Appalachian pipeline
network, with current
plans to spend approximately
$750 million through 2014,

L5

Light

BCF

MARCELLUS SHALE CAPACITY

different interstate pipeline

projects either being planned tra

or currently in-service will increase
capacity by up to 1.5 Bef to move

rapidly growing Marcellus volumes.

This realignment involves a series of transmission pipeline

projects under a multi-year expansion program that will

dramatically increase firm transportation capacity available for
Marcellus production. Emblematic of the changes wn,mg}*z
by Marcellus production, two of those projects, the Northern

Access Expansion and Tioga County Extension, will utilize

existing lines that were configured to ship gas into our service
area from Canada and reverse that flow to move Marcellus

supplies north into Canadian markets.

Concurrent with the development of the Company’s
transmission pipeline projects, National Fuel Gas Midstream
Corporation is rapidly investing in gathering infrastructure,
initially to create an outlet for Seneca’'s Marcellus production,
and later to serve other Appalachian producers who, like
Seneca, seek to develop remote, but highly productive Marcellus
acreage. These projects, and others on the drawing board,
are helping to establish National Fuel’s position as a leading
integrated natural gas company in the Marcellus Shale,

2,795

INTERSTATE PIPELINE MILES

National Fuel's extensive interstate
nsmission system, sitting
above the Marcellus, Utica
and Geneseo shales, is well
positioned to transport
expanding production.
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With more than a century of experience in building and operating
natural gas infrastructure, National Fuel has developed a culture
of safety, encompassing every aspect of its business. Furthering
that tradition, in 2011, National Fuel appointed James Ramsdell
as its first, enterprise-wide, Chief Salety Officer with responsibility
for leading the Company'’s initiatives for safety throughout all of
its business operations. Mr. Ramsdell brings more than 35 years
of experience in constructing and operating safe and reliable gas
delivery systems to the Company’s pipeline, gathering, storage,
drilling and all related activities.

Our first and highest priority is the safety of our customers,
employees and communities. The Company diligently observes
all laws and regulations governing pipeline safety, but also
rand aims to exceed sa
‘or example, the Utility, with crews on call 24 hours

goes furth afety metrics established by

regulators. |
per day, 7 days per week and 365 days per vear, routinely

responds to more than 99 percent of leak calls in 60 minutes or
less, a record of performance that is recognized for excellence.

The Company’s emphasis on safeiy 1s also reflected in its
ongoing program to modernize its distribution and transmission
systems in both New York and Pennsylvania. Annually, the
Company invests a significant amount of capital in infrastructure
improvement, demonstrating its commitment to maintaini

a safe and reliable pipeline system. In 2012, the ( ()mp(m

scheduled to complete the assessment of transmission pipelines
under a 10-year federal pipeline integrity program. This program
will continue with systematic reassessments designed to
maintain ongoing pipeline integrity. The program also includes
asignificant upgrade of the Company’s pipeline mapping

system, using state-of-the-art technology to better enable crews
to quickly and accurately locate, mark and repair transmission
and distribution facilities in New York and Pennsylvania.

270

MILES OF PIPELINE REPLACED

As part of an ongoing commitment
to modernize its pipeline
system, the Company has replaced
more than 570 miles of vintage
pipelines and service lines during
the past three years.

$67TM

ANNUAL SPENDING ON
INFRASTRUCTURE UPGRADES

With a focus on safety and reliability,

the Company spends an
average of $67 million annually to
improve its distribution and
transmission pipeline systems.

100%

WMILES OF PIPELINE ASSESSED

By the end of 2012,

100% of the Company’s transmission
pipelines identified in
baseline high-consequence
areas will be agsessed.
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) CONTINUING FOCUS ON €FUTILIZING MODERN € MANAGING

PIPELINE SAFETY

National Fuelcontinues
to replace vintage steel
and iron infrastructure
with modern pipelines,
installing an average

of 185 miles of new
pipeline armually.

SAFETY TECHNOLOGY

Technologies such as
in-line inspections using
“smart pigs” (pictured
above) and hydrostatic
testing help to assess the
safety and integrity of
the Company’s pipeline

INFRASTRUCTURE
INTEGRITY

Ongoing integrity manage-
ment programs, active
line inspections and
physical markers (shown
on page 6) are designed

to protect the safety

of nearby.communities.
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s Shale

Retail natural gas and electric customers are enjoying the
benefits of shale gas through lower prices and an improved
supply outlook. The U.S. Energy Information Administration
credits shale gas for a dramatic increase in the nation’s
recoverable supplies of natural gas, further enhancing the
likelihood of stable and affordable prices for the long run. This

is good news for National Fuel's retail gas customers in New York

and especially in Pennsylvania, where shale gas production is
generating the added benefit of new employment, tax revenues

and local development.

Gassu pplies‘ are currently growing, but energy conservation
rernains an mportant regulatory objective for the long run.

In New York, the Utility has been a partner in the state’s con-
servation initiative since 2007, and the Pennsylvania division

continues to seek rate design changes that would enable it to
promote conservation without creating a need to file costly rate:
cases. The abundance of low-cost, clean natural gas has also
caught the attention of vehicle fleet owners who can achieve

92%

CUSTOMER SATISFACTION

Oun average, for the past
12 months, 92% of New York
Utility customers were
satisfied in the areas of
billing, field service,
collections, leak calls and
service applications.

F,

Carbon Dioxid

AVERAGE EMISSIONS RATES FOR U.S. POWER GENERATION®
Fimissions (pounds per Megawait hour)

“Aecording o the .S lmmr :mrrmnm/ ,1~‘mmc r[rm Agamcy

Natural gas is the cleanestfossil fuel used 1o generate

significant savings by switching to compressed natural gas
{CNG). To promote the burgeoning CNG market, National Fuel
recently won the approval of New York state regulators for a
program that will provide project financing to offset the cost of
customer-owned CNG vehicles and filling stations.

The Ultility's dedication to excellent customer service is exemplified
by a simple, but increasingly rare consumer experience: when
National
the vast majority within 30 seconds or less, by highly trained
at
these call centers are located not in some far-off location, but
in the Utility’s service territory. As the initial and primary point
a National Fuel representative personally addresses
service, from emergency assistance, to

“uel custorners call the Utility, their calls are answered,

ioned in state-of-the-art call centers. Moreover,

professionals

of contact

all aspects of custome

designing complex solutions to maintain service for payment-
tfroubled customers. The Utility is able to provide this high level
of service while consistently meeting or exceeding its own and

state-mandated customer service performance targets.

$400

YEARLY SAVINGS

nce 2009, lower natural gas
prices have reduced the
average annual bill for
a National Fuel retail customer
hy nearly 30%, equating
to a yearly savings
of approximately $400,

! !’“a

2,249

electricity for homes and businesses.
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€ EFFICIENT AND
RELIABLE FUEL FOR
HOME AND BUSINESS

With programs promoting
energy conservation and
efficiency, National Fuel
is helping customers
save money and reduce
their carbon footprint.
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& POWERING THE

ELECTRIC GRID

Natural gas-fired electric

generation, with the
lowest overall emissions
of any fossil fuel-based
power generation, is an
increasingly important
part of a diversified
electric supply portfolio.
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€% FUELING VEHICLES WITH

NATURAL GAS

With start-up funding
approved under a new
Utility program, Waste
Management, Inc.

has opened a public
CNGfueling station

in metro Buffalo, N.Y.




LETTER TO SHAREHOLDERS

@ YOUR FUTURE IS OUR FUTURE. With respect to energy,
Americans are all in it together. Natural gas development
is obviously good for National Fuel, but in terms of
environmental benefits, energy security, affordability and
jobs, it is also good for the nation. Closer to National Fuel’s
home turf, this theme resonates at a more personal level:
thousands of National Fuel investors, customers,
QE?I’XP—(')VWE)‘S, retirees and their families live and do business

in New York and Pennsylvania, literally on top of or near
the Marcellus Shale natural gas play that, today,
driving National Fuel’s growih. National Fuel’s
connection to the gas industry in Appalachia, where the
Marcellus Shale is located, has helped to build the
Company’s competitive advantage in the region, and also
explains why our strategic vision is focused on responsible
success over the long run.

historie

I make this observation because disagreement over national
energy policy has been brought directly to the natural

gas industry’s doorstep in the form of opposition—regrettably
oftert uninformed opposition~to the natural gas drilling
technology known as hydraulic fracturing. Hydraulic
fracturing is high-tech American ingenuity. Combined
with horizontal drilling, it has enabled producers, like our
Seneca Resources, to literally “unlock” vast guantities

of natural gas in shale plays that were previcusly bevond
) I Y DEY

economic development by conventional methods. In
practice, hydraulic fracturing has dramatically increased
commercially obtainable supplies of natural gas, which
has reduced prices, dampened volatility, and increased
confidence in natural gas as a reliable and long-term fuel
source. Already the technology is credited with reducing
imports of foreign oil and easing inflationary pressures on
consumers. With our 745,000 net acres prospective for the
Marcellus Shale, National Fuel is a key player in the natural

is the engine

gas renaissance that is positively influencing energy
markets now, and has the potential to change America’s

energy future for the better.

“Your future is our future” recognizes that National Fuel is

tied to the cities, towns and villages where we do business
We have a personal stake in the communities where we
operate, whether in Pennsylvania, New York, Texas or
California. This is why we employ environmental best
practices in our drilling program and operations; this is why

we apply the highest ethical standards to all of our activities;
and this is why we consistently take the long view in our
business decisions.

& GROWTH-DRIVEN RESULTS. Our approach to doing
business has delivered solid financial results for more than
a century, and 2011 was no exception. National Fuel's net
income grew 14 percent, reaching $258 million, driven
largely by growth in operating results and a gain related
to the sale of non-core assets. Despite a year of economic
uncertainties, low natural gas prices and market dynamics
that affected p
Company's commitment to a measured and methodical
plan to develop its Marcellus assets furthered long-term
growth. We achieved our 109th year of consecutive dividend
payments and our 41st year of increasing dividends. Few

ipeline systems including our own, the

corporations can match our dividend record, which we
helieve reflects National Fuel's extraordinary commitment
to long-term value,

Operationally, we also had a successtul vear, growing iotal
production by 36 percent over the prior year, reaching
67.6 Befe
risk offshore Gulf of Mexico properties. The sale of those
assets has allowed us to sharpen our focus on lower-

risk development opportunities. We maintained stable

This was achieved despite the sale of our higher-




LETTER TO SHAREHOLDERS

41 YEARS OF DIVIDEND INCREASES
Annualized Dividend Rate at Fiscal Year End

production from our oil properties in California, which
continues to provide us with the free cash flow that helps

to fund our Marcellus program. Ultimately, we were able to
replace 448 percent of our production, increasing Seneca'’s
reserve base to 935 Befe, which still is only a small portion
of the 8 to 15 trillion cubic feet equivalent of its risked
resource potential.

We also made significant advances in development plans

to expand our pipeline infrastructure in the Marcellus Shale
region. Designed to add capacity and enable Marcellus
producers to move their gas to market, these projects will be
leading drivers in the growth expected out of our pipeline
and gathering businesses in 2012.

@ FOCUS ON THE CUSTOMER. Undergirding the success we
achieved in 2011 was the performance of our retail business
units. Serving customers in New York and Pennsylvania,
the Utility continues to generate predictable earnings
while maintaining safe operations and delivering excellent
customer service. The Utility remains a bedrock business
segment that helps support the reliable dividend that many of
our shareholders have come to expect. Likewise, our energy
marketing subsidiary, National Fuel Resources, delivered
another year of strong performance by providing value-
driven, reliable natural gas supply service to thousands of
retail choice customers across New York and Pennsylvania.

© WHERE WE ARE HEADED. While 2011 was an excellent
year for National Fuel, we are not content to rest on our
laurels. Quite the opposite: building from the foundation
of our highly integrated assets and strong balance sheet,
we are embarking on a period of significant growth.

We continue to pursue a strategy of integrating Seneca’s
production with our pipeline construction projects in the
Marcellus Shale, in particular with gathering pipelines

MARCELLUS-DRIVEN RESERVE GROWTH
Company Proved Reserves (Bcfe) at September 30

1 (D ;:;
10 700

528

503

09

08 SR

planned by Midstream. Supply Corporation and Empire
will develop open-access interstate pipeline expansion
projects to enable the delivery of Marcellus production,
including Seneca’s production, to pipelines serving
downstream markets. By planning and developing these
programs to access Marcellus production as a producet,
gatherer and interstate transporter, we are able to maximize
the present value of Seneca’s production stream and at the
same time grow throughput across our Appalachian pipeline
systems. Given Seneca’s industry-leading acreage contiguity,
high level of fee ownership and our pipeline development
expertise, we are able to identify localized areas for full
development and independently construct the infrastructure
needed to quickly bring new production to market. As a
result, during the next three years we anticipate that Seneca’s
production will grow 30 to 50 percent each year.

Pipeline companies are undergoing a period of transforma-
tion as Appalachian production displaces deliveries from
traditional production areas in the Gulf and the southwest.

I am pleased to say that National Fuel's Pipeline and Storage
segment is part of this transformation, to the Company'’s
long-term advantage. Adding to the expansion projects that
went in-service this past fall, we have several other major

“Few corporations can
match our dividend record,
which we believe
reflects National Fuel’s
extraordinary commitment
to long-term value.”
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INVESTING IN THE COMPANY’S FUTURE
Consolidated Capital Expenditures ($ Millions)

12 (D -5

*Forecast

initiatives in various stages of planning that will fuel growth
into the future. We expect a substantial realignment of our
pipeline system, not only via throughput growth, but also
by incorporating operational flexibility that allows us to
take advantage of the changing dynamics of the regional
pipeline network. This includes our Tioga County Extension
and Northern Access Expansion projects, which by enabling
flow reversals on two segments of our pipeline facilities will
bring increased Marcellus production into northern markets
and enhance its availability at regional trading points.

All told, extant and planned projects will drive a consider-
able expansion of the Company in the near term. To
achieve our growth targets, we will deploy a significant
level of capital. We are confident, however, in the
Company’s ability to implement its plans for growth while
maintaining a commitment to a strong balance sheet,

as is National Fuel’s practice.

MAINTAINING A STRONG BALANCE SHEET
Shareholders’ Equity to Total Capitalization at Fiscal Year End*

*Total Capitalization includes the Current Portior: of Long-Term Debt

As is also the Company’s practice, we are capable of adjusting
our development plans in the event there is a material
change in circumstances. With the recent growth in
domestic natural gas supply, price outlooks have reached
their lowest level in recent history. This is undoubtedly good
news for retail customers, but lower gas prices might also
adversely impact financial expectations for our major capital

“Building from the foundation
of our highly integrated assets
and strong balance sheet,
we are embarking on a period
of significant growth.”

5-YEAR TOTAL SHAREHOLDER RETURNS (Assumes Dividend Reinvestment)

At September 30*

*Assumes $100 invested on Septernber 30, 2006 and reinvesting of dividends

Nationol Facl Gas € ampany

National Fuel

SIG Oil Exploration
& Production
Index (EPX)

PHLX Utility Sector
Index (UTY)
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“I look forward to another year of excellent service
to our customers and sustainable growth
for the Company, its employees and our shareholders.”

projects. Should that happen, we are able to scale down
the Company’s growth plans accordingly. With regard to its
drilling program, Seneca’s substantial mineral ownership
position minimizes lease expiration concerns and the need
to drill uneconomic wells to fulfill lease obligations. Our
pipeline expansion projects are built not on speculation of
future demand, but with the support of long-term contracts
with creditworthy customers. Thus, while our projects

are certainly ambitious, they nonetheless are rooted in

the Company’s history of financial conservatism and core
commitment to responsible growth.

@ BUILDING SYNERGIES. Today it seems hard to believe
that as recently as 2003, there were fears that a natural
gas shortage would depress growth in certain sectors of
the economy. Since then, technology and market forces
intervened, and the nation’s energy outlook has changed
dramatically for the better.

National Fuel’s robust performance continues to improve
the Company’s outlook as we execute plans for further
development of our Marcellus and other shale assets.
From our first Marcellus Shale test well drilled in 2009,

to our current program integrating Marcellus production
with our Appalachian pipeline systems, to promising early
results in the expansion of our drilling program into the
Utica Shale, we have demonstrated National Fuel’s ability
to turn opportunity into results. We also have shown that
we have indigenous strengths—a diversified asset base,
local knowledge, experience in pipeline construction

and management, and an ability to navigate a complex
regulatory environment—that in my opinion make National
Fuel uniquely able to leverage its opportunities. Our diverse

business model has long acted as a hedge for each operating

segment, and our Marcellus program is demonstrating that

we can skillfully coordinate business plans and maximize
opportunities for growth on a consolidated basis.

For three years running, | have had the good fortune of
using this space to reflect on National Fuel’s strong
financial and operational performance. In each year, this
one included, | express confidence that the Company will
deliver another year of solid financial results. The synergies
of our diversified business model are more in evidence today
than ever before. As a result, [ look forward to another year
of excellent service to our customers and sustainable growth
for the Company, its employees and our shareholders.

Sincerely,
4
WMW
DAVID F. SMITH

Chairman of the Board and Chief Executive Officer
January 9, 2012
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FINANCIAL AND OPERATING HIGHLIGHTS

National Fuel Gas Company Year Ended September 30

2011 2010 2009 2008 2007
Operating Revenues (Thousands)® $ 1,778,842 $ 1,760,503 $ 2,051,543 $ 2,396,837 $ 2,034,400
Net Income Available for Common Stock (Thousands) 258,402> 225,913 100,708" 268,728 337,455®
Return on Average Common Equity® 14.2% 13.5% 6.3% 16.6% 22.0%
Per Common Share
Basic Earnings $ 3.13 $ 2.78 $ 1.26 $ 3.27 $ 4.06
Diluted Earnings $ 3.09 $ 2.73 $ 125 $ 3.18 $ 3.96
Dividends Paid $ 1.39 $ 1.35 $ 1.31 $ 1.26 $ 1.21
Dividend Rate at Year-End $ 1.42 $ 1.38 $ 1.34 $ 1.30 $ 1.24
Book Value at Year-End $ 22.85 $ 21.27 $ 19.74 $ 20.27 $ 19.53
Common Shares Qutstanding at Year-End 82,812,677 82,075,470 80,499,915 79,120,544 83,461,308
Weighted Average Common Shares Outstanding
Basic 82,514,015 81,380,434 79,649,965 82,304,335 83,141,640
Diluted 83,670,802 82,660,598 80,628,685 84,474,839 85,301,361
Average Common Shares Traded Daily 534,526 411,256 551,327 654,620 593,424
Common Stock Price
High $ 75.98 $ 54.42 $ 48.30 $ 63.71 $ 47.87
Low $ 48.67 $ 42.83 $ 26.67 $ 38.04 $ 35.02
Close $ 48.68 $ 51.81 $ 45.81 $ 42.18 $ 46.81
Net Cash Provided by Operating Activities (Thousands) $ 677,286 $ 459,695 $ 611,818 $ 482,776 $ 394,197
Total Assets (Thousands) $ 5,284,742 $ 5,105,625 $ 4,769,129 $ 4,130,187 $ 3,888412
Capital Expenditures (Thousands) $ 837,612 $ 455,764 $ 313,633 $ 397,734 $ 276,728
Volume Information
Utility Throughput-MMcf
Gas Sales 73,857 68,760 69,414 73,470 73,031
Gas Transportation 66,273 60,105 59,751 64,267 62,240
Pipeline & Storage Throughput-MMcf
Gas Transportation 319,954 301,366 352,182 358,370 356,088
Production
Gas—MMcf 50,467 30,345 22,284 22,341 26,266
Oil-Mbbl 2,860 3,220 3,373 3,070 3,450
Total-MMcfe 67,627 49,665 42,522 40,761 46,966
Proved Reserves
Gas—MMcf 674,922 428413 248,954 225,899 205,389
Oil-Mbbl 43,345 45,239 46,587 46,198 47,586
Total-MMcfe 934,992 699,847 528,476 503,087 490,905
Energy Marketing Volume-MMcf
Gas 52,893 58,299 60,858 56,120 50,775
Average Number of Utility Retail Customers 609,126 619,897 624,149 627,938 645,723
Average Number of Utility Transportation Customers 122,474 108,850 103,176 98,925 79,676
Number of Employees at September 30 1,827 1,859 1,949 1,943 1,952
(1) Excludes discontinued operations. (@) Includes impairment of oil and gas producing properties of ($108.2) million.
(2) Includes gain on sale of unconsolidated subsidiaries of $31.4 million. (5) Includes gain on sale of Seneca Energy Canada, Inc. of $120.3 million.
(3) Includes gain on sale of Horizon LFG, Inc. of $6.3 million. (6) Calculated using average Total Comprehensive Shareholder Equity.
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INVESTOR INFORMATION

COMMON STOCK TRANSFER AGENT
AND REGISTRAR

Computershare”

P.O. Box 358015

Pittsburgh, PA 15252-8015

Tel.: 800-648-8166

E-mail: shrrelations@bnymellon.com

Website: www.bnymellon.com/shareowner/isd

Change of address notices and inquiries
about dividends should be sent to the
Transfer Agent at the address listed above.

NATIONAL FUEL DIRECT

STOCK PURCHASE AND DIVIDEND
REINVESTMENT PLAN

National Fuel offers a simple, cost-effective
method for purchasing shares of National Fuel
stock. A prospectus, which includes details of
the Plan, can be obtained by calling, writing
or e-mailing Computershare, the administrator
of the Plan, at the address listed above.

TRUSTEE FOR DEBENTURES
The Bank of New York Mellon

101 Barclay Street
New York, NY 10286

STOCK EXCHANGE LISTING
New York Stock Exchange
(Stock Symbol: NFG)

ANNUAL MEETING

The Annual Meeting of Stockholders will be
held at 9:30 a.m. (local time) on Thursday,
March 8, 2012, at The Ritz-Carlton Golf Resort,
Naples, 2600 Tiburdén Drive, Naples, FL 34109.
Stockholders of record as of the close of busi-
ness on January 9, 2012, will receive in the mail
formal notice of the meeting, proxy statement
and proxy.

INVESTOR RELATIONS
Investors or financial analysts desiring
information should contact:

David P. Bauer
Treasurer
Tel.: 716-857-7318

Timothy J. Silverstein
Director, Investor Relations
Tel.: 716-857-6987
silversteint@natfuel.com

National Fuel Gas Company
6363 Main Street
Williamsville, NY 14221

ADDITIONAL SHAREHOLDER REPORTS
Additional copies of this report and the
Financial and Statistical Supplement to
the 2011 Annual Report can be obtained
without charge by writing to or calling:

Paula M. Ciprich
Corporate Secretary
Tel.: 716-857-7548

Timothy J. Silverstein
Director, Investor Relations
Tel.: 716-857-6987

National Fuel Gas Company
6363 Main Street
Williamsville, NY 14221

INDEPENDENT ACCOUNTANTS
PricewaterhouseCoopers LLP
3600 HSBC Center
Buffalo, NY 14203

This report is printed on paper containing postconsumer
fiber. The paper used in this report is also certified under
the Forest Stewardship Council guidelines.

®
& , 3 RECYCLED
Paper made from
recycled material

ﬁ%csr:g FSC® C018101

(1) On December 31, 2011, The Bank of New York Mellon’s Shareowner Services business was acquired by Computershare.

This Annual Report contains “forward-looking statements” as defined by the Private Securities Litigation Reform Act of 1995. Forward-looking statements should
be read with the cautionary statements and important factors included in the Company's Form 10-K at Item 7, MD&A, under the heading “Safe Harbor for Forward-
Looking Statements,” and with the “Risk Factors” included in the Company’s Form 10-K at Item 1A. Forward-looking statements are all statements other than
statements of historical fact, including, without limitation, statements regarding future prospects, plans, objectives, goals, projections, estimates of oil and gas
quantities, strategies, future events or performance and underlying assumptions, capital structure, anticipated capital expenditures, completion of construction
and other projects, projections for pension and other post-retirement benefit obligations, impacts of the adoption of new accounting rules, and possible outcomes
of litigation or regulatory proceedings, as well as statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,”
“plans,” “predicts,” “projects,” “believes,” “seeks,” “will,” “may” and similar expressions.

Forward-looking statements include estimates of oil and gas quantities. Proved oil and gas reserves are those quantities of oil and gas which, by analysis of
geoscience and engineering data, can be estimated with reasonable certainty to be economically producible under existing economic conditions, operating
methods and government regulations. Other estimates of oil and gas quantities, including estimates of probable reserves, possible reserves, and resource
potential, are by their nature more speculative than estimates of proved reserves. Accordingly, estimates other than proved reserves are subject to substantially

greater risk of being actually realized.

This Annual Report and the statements contained herein are submitted for the general information of stockholders and employees of the Company and are not

intended to induce any sale or purchase of securities or to be used in connection therewith. For up-to-date information, we have two sources for your use. You may call
1-800-334-2188 at any time to receive National Fuel’s current stock price and trade volume or to hear the latest news releases. You may also have news releases faxed or
mailed to you. National Fuel's website can be found at http://www.nationalfuelgas.com. You may sign up there to receive news releases automatically by e-mail. Simply
go to the E-mail Alerts section and subscribe.
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