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EXCHANGE ACT OF 1934
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Common Stock Purchase Rigl
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None
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No O
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5 (d) of the Act. YesO
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Indicate by check mark whether the registrant @l filed all reports required to be filed by Seeti or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months anché® been subject to such filing requirements ferqtast 90 days. Ye# No O

Indicate by check mark whether the registrant hemsrstted electronically and posted on its corpoi&feb site, if any, every Interacti
Data File required to be submitted and posted puntsto Rule 405 of RegulationS¢§ 232.405 of this chapter) during the prece
12 months (or for such shorter period that thesteamt was required to submit and post such filed)es M No O

Indicate by check mark if disclosure of delinquéitgrs pursuant to Iltem 405 of RegulatiorKS(§ 229.405 of this chapter) is I
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by reference in Part Ill of this Form 10-K or ampendment to this Form 10-K. 4

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, a-acelerated filer, or a smaller report
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Large accelerated fileld Accelerated filer (I Non-accelerated filer I Smaller reporting company
(Do not check if a smaller reporting compa
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The aggregate market value of the voting stock hgldonaffiliates of the registrant amounted ta8$8,757,000 as of March 31, 2012.
Common Stock, par value $1.00 per share, outstgratirof October 31, 2012: 83,374,585 shares.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrast'definitive Proxy Statement for its 2013 Annualdidleg of Stockholders, to be filed with the Sedastan:
Exchange Commission within 120 days of SeptembgR302, are incorporated by reference into Paxfithis report.
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Glossary of Terms

Frequently used abbreviations, acronyms, or teises in this report:

National Fuel Gas Companies
Company The Registrant, the Registrant and its subsidiadesthe Registrant’'s
subsidiaries as appropriate in the context of thelasure
Distribution Corporation National Fuel Gas Distribution Corporation
Empire Empire Pipeline, Inc.
ESNE Energy Systems North East, LLC
Highland Highland Forest Resources, Inc.
Horizon Horizon Energy Development, Inc.
Horizon LFG Horizon LFG, Inc.
Horizon Power Horizon Power, Inc.
Midstream Corporation National Fuel 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
SenecaSeneca Resources Corporation
Seneca EnergySeneca Energy II, LLC
Supply Corporation National Fuel Gas Supply Corporation

Regulatory Agencies
EPA United States Environmental Protection Agency
FASB Financial Accounting Standards Board
FERC Federal Energy Regulatory Commission
NYDEC New York State Department of Environmental Constoma
NYPSC State of New York Public Service Commission
PaDEP Pennsylvania Department of Environmental Protection
PaPUC Pennsylvania Public Utility Commission
PHMSA Pipeline and Hazardous Materials Safety Adminigtrat
SEC Securities and Exchange Commission

Other
Bbl Barrel (of oil)
Bcf Billion cubic feet (of natural gas)
Bcfe (or Mcfe) — represents Bcf (or Mcf) EquivalentThe total heat value (Btu) of
natural gas and oil expressed as a volume of laasa The Company uses a conversion
formula of 1 barrel of oil = 6 Mcf of natural gas.
Btu British thermal unit; the amount of heat needethtse the temperature of one pound
of water one degree Fahrenheit.
Cashout revenued cash resolution of a gas imbalance whereby amest pays Supply
Corporation and/or Empire for gas the customerivesein excess of amounts delivered
into Supply Corporation’s and Empire’s systemsh®y ¢ustomer’s shipper.
Capital expenditure Represents additions to property, plant, and eqeipmor the
amount of money a company spends to buy capitet@ss upgrade its existing capital
assets.
Degree dayA measure of the coldness of the weather expernikrizsed on the extent to
which the daily average temperature falls belowegerence temperature, usually 65
degrees Fahrenheit.
Derivative A financial instrument or other contract, the terwfswhich include an
underlying variable (a price, interest rate, indabe, exchange rate, or other variable) and
a notional amount (number of units, barrels, cdbet, etc.). The terms also permit for
the instrument or contract to be settled net andnit@l net investment is required to
enter into the financial

instrument or contract. Examples include futurestieets, options, no cost collars and
swaps.

Development costCosts incurred to obtain access to proved oil @aglrgserves and to
provide facilities for extracting, treating, gatimgr and storing the oil and gas.
Development well A well drilled to a known producing formation in areviously
discovered field.

Dodd-Frank Act Dodd-Frank Wall Street Reform and Consumer Praiachict.

Dth Decatherm; one Dth of natural gas has a heatingevafl 1,000,000 British thermal
units, approximately equal to the heating valug dfcf of natural gas.

Exchange ActSecurities Exchange Act of 1934, as amended

Expenditures for long-lived assetsincludes capital expenditures, stock acquisitions
and/or investments in partnerships.

Exploitation Development of a field, including the location, liing, completion and
equipment of wells necessary to produce the comglgreecoverable oil and gas in the
field.

Exploration costs Costs incurred in identifying areas that may warexamination, as
well as costs incurred in examining specific areaduding drilling exploratory wells.
Exploratory well A well drilled in unproven or semi-proven territofyr the purpose of
ascertaining the presence underground of a comahéngirocarbon deposit.

Firm transportation and/or storage The transportation and/or storage service that a
supplier of such service is obligated by contragbrovide and for which the customer is
obligated to pay whether or not the service isagil.

GAAP Accounting principles generally accepted in thatéthStates of America
Goodwill An intangible asset representing the differencaveen the fair value of a
company and the price at which a company is pusthas

Hedging A method of minimizing the impact of price, intereste, and/or foreign
currency exchange rate changes, often times thrabhghuse of derivative financial
instruments.

Hub Location where pipelines intersect enabling thelitrg, transportation, storage,
exchange, lending and borrowing of natural gas.

Interruptible transportation and/or storage The transportation and/or storage service
that, in accordance with contractual arrangemezas,be interrupted by the supplier of
such service, and for which the customer does aptupless utilized.

LIBOR London Interbank Offered Rate

LIFO Last-in, first-out

Marcellus Shale A Middle Devonian-age geological shale formatiomttlis present
nearly a mile or more below the surface in the Apglsian region of the United States,
including much of Pennsylvania and southern NewkYor

Mbbl Thousand barrels (of oil)

Mcf Thousand cubic feet (of natural gas)

MD&A Management’s Discussion and Analysis of Financiahdition and Results of
Operations

MDth Thousand decatherms (of natural gas)

MMBtu Million British thermal units

MMcf Million cubic feet (of natural gas)

MMcfe Million cubic feet equivalent

NGA The Natural Gas Act of 1938, as amended; the féd@naregulating interstate
natural gas pipeline and storage companies,
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among other things, codified beginning at 15 U.Sé€xction 717.

NYMEX New York Mercantile Exchange. An exchange which ntens a futures
market for crude oil and natural gas.

Open SeasorA bidding procedure used by pipelines to allocaten firansportation or
storage capacity among prospective shippers, iotwdli bids submitted during a defined
time period are evaluated as if they had been dtémrgimultaneously.

Order No. 636 An order issued by FERC that required interstafeelpies to separate
their sales and transportation services and toigeogqual, open-access transportation
regardless of where the gas is purchased.

PCB Polychlorinated Biphenyl

Precedent AgreementAn agreement between a pipeline company and a f@lten
customer to sign a service agreement after spdciégents (called “conditions
precedent”) happen, usually within a specified time

Proved developed reservefkeserves that can be expected to be recoveredgthrou
existing wells with existing equipment and opergtinethods.

Proved undeveloped (PUD) reserveReserves that are expected to be recovered from
new wells on undrilled acreage, or from existingllsvevhere a relatively major
expenditure is required to make those reservesuptive.

PRP Potentially responsible party

Reliable technologyTechnology that a company may use to establishvesestimates
and categories that has been proven empiricallyai to correct conclusions.
ReservesThe unproduced but recoverable oil and/or gasaneln a formation which

has been proven by production.

Restructuring Generally referring to partial “deregulation” ofetipipeline and/or utility
industry by statutory or regulatory process. Restming of federally regulated natural
gas pipelines resulted in the separation (or “udbog”) of gas commodity service from
transportation service for wholesale and largeswauretail markets. State restructuring
programs attempt to extend the same process ibmetss markets.

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

S&P Standard & Poor’s Ratings Service

SAR Stock appreciation right

Service AgreementThe binding agreement by which the pipeline compagsees to
provide service and the shipper agrees to payhoservice.

Spot gas purchase$he purchase of natural gas on a short-term basis.

Stock acquisitionsinvestments in corporations.

Unbundled serviceA service that has been separated from other s=vieith rates
charged that reflect only the cost of the separsg¢edice.

VEBA Voluntary Employees’ Beneficiary Association

WNC Weather normalization clause; a clause in utilities which adjusts customer rates
to allow a utility to recover its normal operatingsts calculated at normal temperatures.
If temperatures during the measured period are wathan normal, customer rates are
adjusted upward in order to recover projected dperaosts. If temperatures during the
measured period are colder than normal, custontes &re adjusted downward so that
only the projected operating costs will be recodere
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PART |
ltem 1 Business
The Company and its Subsidiaries

National Fuel Gas Company (the Registrant), incaisal in 1902, is a holding company organized utideraws of the State of Ni
Jersey. Except as otherwise indicated below, thgisRant owns directly or indirectly all of the standing securities of its subsidiar
Reference to “the Company” in this report meansRbgistrant, the Registrant and its subsidiarigb®Registrans subsidiaries as appropri
in the context of the disclosure. Also, all refaremto a certain year in this report relate toGbepanys fiscal year ended September 30 of
year unless otherwise note

The Company is a diversified energy company andrtefinancial results for four business segments.

1. The Utility segment operations are carried guiNational Fuel Gas Distribution Corporation (Distrition Corporation), a New Yo
corporation. Distribution Corporation sells natuggls or provides natural gas transportation sesvioeapproximately 732,600 custorr
through a local distribution system located in westNew York and northwestern Pennsylvania. Thaggal metropolitan areas served
Distribution Corporation include Buffalo, Niagaralls and Jamestown, New York and Erie and Sharenngylvania.

2. The Pipeline and Storage segment operationscamged out by National Fuel Gas Supply Corporat{@upply Corporation),
Pennsylvania corporation, and Empire Pipeline, ([Eanpire), a New York corporation. Supply Corparatiprovides interstate natural
transportation and storage services for affiliatedl nonaffiliated companies through (i) an integglagas pipeline system extending f
southwestern Pennsylvania to the New Y@dnadian border at the Niagara River and eastwailisburg and Leidy, Pennsylvania, i
(ii) 27 underground natural gas storage fields alvaed operated by Supply Corporation as well as étlver underground natural gas sto
fields owned and operated jointly with other intats gas pipeline companies. Empire, an intergigieline company, transports natural ga:
Distribution Corporation and for other utilitiesirge industrial customers and power producers w NMerk State. Empire owns the Emg
Pipeline, a 249-mile integrated pipeline system pasing three principal components: a legacy biile pipeline that extends from the Uni
States/Canadian border at the Niagara River neffalBuNew York to near Syracuse, New York; a me pipeline extension from ne
Rochester, New York to an interconnection with timaffiliated Millennium Pipeline near Corning, Ne&¥ork (the Empire Connector), ani
16-mile pipeline extension from Corning into Tioga @by Pennsylvania (the Tioga County Extension). Mikennium Pipeline serves t
New York City area. The Empire Connector was plaicgéal service on December 10, 2008, and the Tiogan§y Extension was fully plac
into service on November 22, 2011.

3. The Exploration and Production segment operatiare carried out by Seneca Resources Corpora8eneta), a Pennsylva
corporation. Seneca Western Minerals Corp., forynarl indirect, wholly owned subsidiary of Senecaswnerged into Seneca in Octc
2012. Seneca is engaged in the exploration for, taeddevelopment and production of, natural gas @hdeserves in California, in t
Appalachian region of the United States, and ind&an At September 30, 2012, Seneca had U.S. pdexedoped and undeveloped reserve
42,862 Mbbl of oil and 988,434 MMcf of natural gas.

4. The Energy Marketing segment operations ardechout by National Fuel Resources, Inc. (NFR), @vNyork corporation, whic
markets natural gas to industrial, wholesale, corarak public authority and residential customersnarily in western and central New Yt
and northwestern Pennsylvania, offering competitipeiced natural gas for its customers.

Financial information about each of the Companyisibess segments can be found in ltem 7, MD&A dad & Item 8 at Note k—
Business Segment Information.

-6-
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The Companys other direct wholly owned subsidiaries or bussessare not included in any of the four reportesiriess segments ¢
include the following active companies:

» Seneca Northeast Division, which markets timber from Afgrhian land holdings. At September 30, 2012,Gbenpany owne
approximately 95,000 acres of timber property arthaged approximately 3,000 additional acres of éintlitting rights; an

* National Fuel Gas Midstream Corporation (Midstre@orporation), a Pennsylvania corporation formedutid, own and opera
natural gas processing and pipeline gatheringifiasilin the Appalachian regio

No single customer, or group of customers underncomcontrol, accounted for more than 10% of the @amy’s consolidated revent
in 2012.

Rates and Regulation

The Utility segmens rates, services and other matters are regulgtdteiNYPSC with respect to services provided witkew York ani
by the PaPUC with respect to services providediwifennsylvania. For additional discussion of thiity segments rates and regulation,
ltem 7, MD&A under the heading “Rate and RegulatiMatters” and Item 8 at Note A —Summary of Significant Accounting Polic
(Regulatory Mechanisms) and Note C — Regulatorytdfat

The Pipeline and Storage segmsntites, services and other matters are regulgtéitebFERC. For additional discussion of the Pips
and Storage segment’s rates and regulation, see7lteMD&A under the heading “Rate and Regulatorytt®ls” and Item 8 at Note A-
Summary of Significant Accounting Policies (RegatgtMechanisms) and Note C — Regulatory Matters.

The discussion under Item 8 at Note CRegulatory Matters includes a description of thgutatory assets and liabilities reflected on
Companys Consolidated Balance Sheets in accordance wijilicaple accounting standards. To the extent thatctriteria set forth in su
accounting standards are not met by the operatibtise Utility segment or the Pipeline and Storaggment, as the case may be, the re
regulatory assets and liabilities would be elim@mafrom the Compang’Consolidated Balance Sheets and such accoungiaigntent would t
discontinued.

In addition, the Company and its subsidiaries afgest to the same federal, state and local (inetudoreign) regulations on varic
subjects, including environmental matters, to whatier companies doing similar business in the daragions are subject.
The Utility Segment

The Utility segment contributed approximately 26.6%4he Company’s 2012 net income available for own stock.

Additional discussion of the Utility segment apgebelow in this Item 1 under the headings “Sousres Availability of Raw Materials,”
“Competition: The Utility Segment” and “Seasonalitin Item 7, MD&A and in Item 8, Financial Statents and Supplementary Data.
The Pipeline and Storage Segment

The Pipeline and Storage segment contributed appeagly 27.5% of the Company’s 2012 net income lataéé for common stock.

Supply Corporation has service agreements forfatsdirm storage capacity, totaling 68,393 MDTrhe Utility segment has contrac
for 29,743 MDth or 43.5% of the total firm storaggpacity, and the Energy Marketing segment accdontnother 4,810 MDth or 7.0% of |
total firm storage capacity. Nonaffiliated custombave contracted for the remaining 33,840 MDtA®B% of the total firm storage capac
The majority of Supply Corporatiosi’'storage and transportation services are perfoumddr contracts that allow Supply Corporation e
shipper to terminate the contract upon six or teehonths’ notice effective
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at the end of the contract term. The contracts @isically include “evergreen” language designediow the contracts to extend yearyeal
at the end of the primary term. At the beginning26f.3, 79.7% of Supply Corporatientotal firm storage capacity was committed u
contracts that, subject to 2012 shipper or Supmyp@ration notifications, could have been termidatéective in 2013. Supply Corporat
received storage contract termination notification2012 totaling approximately 2,115 MDth of sigeacapacity. Supply Corporation expt
to remarket this capacity with service beginningiAp, 2013.

Supply Corporation’s firm transportation capac#yniot a fixed quantity, due to the diverse Mi&b-nature of its pipeline system, an
subject to change as the market identifies diffeteansportation paths and receipt/delivery pomnbinations. Supply Corporation currel
has firm transportation service agreements for@pprately 2,175 MDth per day (contracted transganacapacity), compared to 2,115 Ml
per day last year. The Utility segment accountsafgproximately 1,045 MDth per day or 48.0% of caoted transportation capacity, and
Energy Marketing and Exploration and Productiomsexts represent another 181 MDth per day or 8.3%eofracted transportation capac
The remaining 949 MDth or 43.7% of contracted tpamtation capacity is subject to firm contractshwibnaffiliated customers.

At the beginning of 2013, 50.1% of Supply Corparals contracted transportation capacity was committedkr affiliate contracts tr
were scheduled to expire in 2013 or, subject t®22§Hipper or Supply Corporation natifications, ebbhve been terminated effective in 2(
Based on contract expirations and termination eetieceived in 2012 for 2013 termination, and fgkimto account any known contr
additions, contracted transportation capacity \aitfiliates is expected to decrease 1.7% in 2013:l&ily, 23.6% of contracted transportai
capacity was committed under unaffiliated shippentracts that were scheduled to expire in 2013suobject to 2012 shipper or Sup
Corporation notifications, could have been termadagffective in 2013. Based on contract expiratimg termination notices received in 2
for 2013 termination, and taking into account ampwn contract additions, contracted transportatiapacity with unaffiliated shippers
expected to increase 36.2% in 2013. The relatibéy price of natural gas supplies available atpBuorporations receipt point on tt
United States/Canadian border at Niagara, togethr shifting gas supply dynamics, have reduced dheount of firm capacity Supg
Corporation contracts from Niagara. However, Sugpdyporation has been successful in marketing dtairing longterm firm contracts fc
transportation capacity designed to move Marcedlnale production to market. For example, in 201gpB/ Corporation added 160 MDth
day of contracted incremental transportation assediwith its Line N 2011 project, and in 2013, flygCorporation expects to add 483 Ml
per day of contracted incremental transportaticsoeiated with its Line N 2012 and Northern Accessjgets. Supply Corporation expe
additional transportation contracts to commenc20ity.

At the beginning of 2013, Empire had service ages@sin place for firm transportation capacity fiogup to approximately 950 MD
per day (including capacity on the Empire Conneatat the Tioga County Extension), compared to 6@8Hvper day at the beginning of 20
The majority of Empires transportation services are performed under actstithat allow Empire or the shipper to termirthe contract upc
six or twelve months’ notice effective at the erfdthee contract term. The contracts also typicatiglide “evergreentanguage designed
allow the contracts to extend year-to-year at the @& the primary term. At the beginning of 2013gnhof Empires firm contracted capac
(94.5%) was contracted as long-term full-year deadair of the longerm contracts will expire between October 31, 2848 March 31, 201
representing approximately 0.8% of Empire’s firrmtacted capacity. Included in Empire’s long-teramttacted firm capacity are two long-
term agreements, representing 30.1% of Empirems fiontracted capacity, to move Marcellus Shale yetidn via Empires Tioga Count
Extension Expansion project. In addition, Empire kame seasonal (wintenly) contracts that extend for multiple years, resenting 1.1% «
Empire’s firm contracted capacity. Two of those ttaats will expire on March 31, 2013, representth8% of Empire$ firm contracte
capacity. Arrangements for 3.7% of Empire’s firrmtracted capacity are singyear contracts. Five of those contracts expire®otober 31
2012, representing 2.4% of Empire’s firm contraatagacity. The remainder of the singlear contracts can potentially expire in early 2
depending on whether Empire issues or receivesination notices during 2013. The remaining 0.7%cofpire’s firm contracted capacity
contracted under shaterm contracts all of which terminated during OeoB012. At the beginning of 2013, the Utility seggrthaccounted fi
4.5%
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of Empire’s firm contracted capacity, and the Egekfprketing segment accounted for 1.2% of Empirm contracted capacity, with 1
remaining 94.3% of Empire’s firm contracted capasiibject to contracts with nonaffiliated customers

The relatively high price of natural gas suppligaikable at Empires receipt point on the United States/Canadian baat€hippaws
together with shifting gas supply dynamics, hawduoed the amount of firm capacity Empire contrdiaisn Chippawa. However, Empire |
been successful in marketing and obtaining Itargs firm contracts for transportation capacityigeed to move Marcellus Shale productio
market. Specifically, as discussed above, in eafl§2 Empire placed into service two lotgm contracts for firm transportation sen
associated with its Tioga County Extension projéttese two contracts are for increasing amouniaaémental firm capacity beginning
early 2013 at 270 MDth per day of firm contracteghacity and increasing over the next 7 months @ Bth per day of firm contract
capacity.

Additional discussion of the Pipeline and Storaggnsent appears below under the headings “Sourcesailability of Raw Materials,”
“Competition: The Pipeline and Storage Segment” ‘@®hsonality,'in ltem 7, MD&A and in Item 8, Financial Statemeatsd Supplementa
Data.

The Exploration and Production Segment

The Exploration and Production segment contribwgpgroximately 43.9% of the Compary2012 net income available for comr
stock.

Additional discussion of the Exploration and Praitut segment appears below under the headiSgsirfces and Availability of Re
Materials” and “Competition: The Exploration andoBuction Segment,in Item 7, MD&A and in Item 8, Financial Statemerdasc
Supplementary Data.

The Energy Marketing Segment
The Energy Marketing segment contributed approxétyat.9% of the Company’s 2012 net income availéeommon stock.

Additional discussion of the Energy Marketing segin@ppears below under the headings “Sources amadability of Raw Materials,”
“Competition: The Energy Marketing Segment” and &Senality,”in Item 7, MD&A and in Item 8, Financial Statememisd Supplementa
Data.

All Other Category and Corporate Operations

The All Other category and Corporate operationstrdmted approximately 0.1% of the Compasy2012 net income available
common stock.

Additional discussion of the All Other category a@drporate operations appears below in Iltem 7, MD&# in Item 8, Financi
Statements and Supplementary Data.

Discontinued Operations

In September 2010, the Company sold its landfi# gaerations in the states of Ohio, Michigan, Kekyu Missouri, Maryland ar
Indiana. The Company’s landfill gas operations waagntained under the Compasywholly owned subsidiary, Horizon LFG, which ow
and operated these short distance landfill gaslippp&€ompanies. These operations are presenteldeirCompanys financial statements
discontinued operations.

Additional discussion of the Compasytiscontinued operations appears in Item 7, MD&#A @ Item 8, Financial Statements
Supplementary Data.
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Sources and Availability of Raw Materials

Natural gas is the principal raw material for thility segment. In 2012, the Utility segment pursikd 56.6 Bcf of gas for delivery to
customers. Gas purchased from producers and stpplieghe United States and Canada under firm aotgr(seasonal and longer) accou
for 42% of these purchases. Purchases of gas osptitemarket (contracts for one month or less) acteal for 58% of the Utility segmest’
2012 purchases. Purchases from Southwestern ESemgjces Company (15%), South Jersey ResourcepGla€ (14%), Chevron Natur
Gas (12%), Range Resources Appalachia, LLC (11%)Ta@naska Marketing Ventures (10%) accounted f@&6 & the Utility’s 2012 ge
purchases. No other producer or supplier provitied tility segment with more than 10% of its gaguieements in 2012.

Supply Corporation transports and stores gas owmeds customers, whose gas originates in the segtern, midzontinent an
Appalachian regions of the United States as welina€anada. Empire transports gas owned by itsoousts, whose gas originates in
southwestern, midontinent and Appalachian regions of the UnitedeStaas well as in Canada. Additional discussioproposed pipelir
projects appears below under “Competition: The IRipeand Storage Segment” and in Iltem 7, MD&A.

The Exploration and Production segment seeks todé and produce raw materials (natural gas,nulllaydrocarbon liquids) as furtt
described in this report in Item 7, MD&A and ItemaBNote K — Business Segment Information and Nbte- Supplementary Information {
Oil and Gas Producing Activities.

The Energy Marketing segment depends on an adequppdy of natural gas to deliver to its customér2012, this segment purcha
46.8 Bcf of gas, including 45.8 Bcf for delivery iis customers. The remaining 1.0 Bcf largely reprgs gas used in operations. The
purchased by the Energy Marketing segment originptamarily in either the Appalachian or midntinent regions of the United States ¢
Canada.

Competition

Competition in the natural gas industry exists aghproviders of natural gas, as well as betweenrabyias and other sources of ene
such as fuel oil and electricity. Management belgethat the environmental advantages of naturahgas enhanced its competitive posi
relative to other fuels.

The Company competes on the basis of price, seancereliability, product performance and othertdes Sources and providers
energy, other than those described under this “@oitign” heading, do not compete with the Compangny significant extent.

Competition: The Utility Segment

With respect to gas commodity service, in New Yankli Pennsylvania, both of which have implementetbtundling”policies that alloy
customers to choose their gas commodity suppliestribution Corporation has retained a substamtiajority of small sales customers. In N
York, approximately 21%, and in Pennsylvania, apjmnately 10%, of Distribution Corporation’s smaiume residential and commer
customers purchase their supplies from unregulatedketers. In contrast, almost all langdume load is served by unregulated r
marketers. However, retail competition for gas candity service does not pose an acute competitiveathfor Distribution Corporatio
because in both jurisdictions, utility cost of deevis recovered through rates and charges fodgkgery service, not gas commodity serv
Over the longer run it is possible that rate desibanges resulting from further customer migrat@marketer service could expose ut
companies such as Distribution Corporation to steaincosts and revenue erosion in the absence gfestsating rate relief.

Competition for transportation service to larggume customers continues with local producerpipeline companies attempting to
or transport gas directly to end-users locatediwithe Utility segment’s service territories withawse of the utilitys facilities (i.e., bypass).
addition, competition continues with fuel oil suigps.
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The Utility segment competes in its most vulnerabbekets (the large commercial and industrial makey offering unbundled, flexibl
high quality services. The Utility segment contiate develop or promote new uses of natural gagwrservices, rates and contracts.

Competition: The Pipeline and Storage Segment

Supply Corporation competes for market growth i latural gas market with other pipeline compatressporting gas in the northe
United States and with other companies providing gfarage services. Supply Corporation has songuercharacteristics which enhanct
competitive position. Most of Supply Corporatisriacilities are in or near areas overlying the ddHlus Shale production area in Pennsylvi
Its facilities are also located adjacent to Canadd the northeastern United States and provide gfatie traditional link between gas-
consuming regions of the eastern United Statesgasgroducing regions of Canada and the southwesteuthern and other continer
regions of the United States. While costlier ndtgas pricing at Niagara has decreased the impamtand transportation of gas from 1
receipt point, new productive areas in the Appakaciegion related to the development of the Méusebhale formation offer the opportur
for increased transportation services. Supply Cargmn has developed its Northern Access and Lingdéline expansion projects to rece
natural gas produced from the Marcellus Shale aadsport it to key markets of Canada and the nastieen United States. For furt
discussion of these projects, refer to Item 7, MDé&der the headings “Investing Cash Flow” and “Ratd Regulatory Matters.”

Empire competes for market growth in the natural market with other pipeline companies transporgag in the northeast United St:
and upstate New York in particular. Empire is wafliated to provide transportation of Appalachsanrced gas as well as gas received ¢
Niagara River at Chippawa. Emg’s location provides it the opportunity to competedn increased share of the gas transportatioketsarA:
noted above, Empire has constructed the Empire €xanproject, which expands its natural gas pigeind enables Empire to serve
markets in New York and elsewhere in the NorthelmstNovember 2011 Empire also completed its Tiogaur@y Extension project, whi
stretches approximately 16 miles south from itstxg interconnection with Millennium Pipeline abting, New York, into Tioga Coun
Pennsylvania. Like Supply Corporation’'s Northernc@ss project, Empire’ Tioga County Extension project is designed toilifat
transportation of Marcellus Shale gas to key markéiCanada and the northeastern United StateguRber discussion of this project, refe
Item 7, MD&A under the headings “Investing CashWl@nd “Rate and Regulatory Matters.”

Competition: The Exploration and Production Segment

The Exploration and Production segment competds ettier oil and natural gas producers and marketéhsrespect to sales of oil &
natural gas. The Exploration and Production segratsd competes, by competitive bidding and othexwigith other oil and natural ¢
producers with respect to exploration and develogmeospects and mineral leaseholds.

To compete in this environment, Seneca originatess @cts as operator on certain of its prospecisksséo minimize the risk
exploratory efforts through partnershiype arrangements, utilizes technology for bothl@gtory studies and drilling operations, and s
market niches based on size, operating expertiddirencial criteria.

Competition: The Energy Marketing Segment

The Energy Marketing segment competes with othaketers of natural gas and with other providergmédrgy supply. Competition
this area is well developed with regard to pricd aervices from local, regional and national maefset
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Seasonality

Variations in weather conditions can materiallyeaffthe volume of natural gas delivered by theitytdegment, as virtually all of i
residential and commercial customers use natumlfgaspace heating. The effect that this has dlitysegment margins in New York
mitigated by a WNC, which covers the eighonth period from October through May. Weather thatarmer than normal results in an upv
adjustment to customersurrent bills, while weather that is colder thammal results in a downward adjustment, so thafthree case projectt
operating costs calculated at normal temperatuiébevrecovered.

Volumes transported and stored by Supply Corparadiod volumes transported by Empire may vary naltgrdepending on weath
without materially affecting the revenues of thasenpanies. Supply Corporation’s and Empire’s alldwates are based on a straight fixec
variable rate design which allows recovery of fixabts in fixed monthly reservation charges. Vdedainarges based on volumes are desi
to recover only the variable costs associated adthal transportation or storage of gas.

Variations in weather conditions materially afféioe volume of gas consumed by customers of thegyndarketing segment. Volur
variations have a corresponding impact on reveniitén this segment.

Capital Expenditures

A discussion of capital expenditures by businegsnaat is included in Item 7, MD&A under the headthgresting Cash Flow.”

Environmental Matters

A discussion of material environmental matters lavm the Company is included in Item 7, MD&A undie heading Environmente
Matters” and in Item 8, Note | — Commitments armh@ngencies.

Miscellaneous
The Company and its wholly owned or majority-owsedsidiaries had a total of 1,874 full-time empleyat September 30, 2012.

The Company has agreements in place with colleti@rgaining units in New York and Pennsylvania. égnents covering employee:
New York are scheduled to expire in February 208w agreements approved by the members of the Nank d0llective bargaining un
will take effect in February 2013 and expire in felyy 2017. Agreements covering employees in ctilledargaining units in Pennsylva
are scheduled to expire in April 2014 and May 2014.

The Utility segment has numerous municipal franehisinder which it uses public roads and certairrotights-ofway and publi
property for the location of facilities. When nesagy, the Utility segment renews such franchises.

The Company makes its annual report on Form 10tdrtgrly reports on Form 10-Q, current reports omi8K, and any amendmei
to those reports, available free of charge on tom@anys internet website, www.nationalfuelgas.com, asisa®reasonably practicable a
they are electronically filed with or furnished tioe SEC. The information available at the Comparnpternet website is not part of t
Form 10-K or any other report filed with or furnéshto the SEC.
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Executive Officers of the Company as of November 12012(1)

Name and Age (as o
November 15, 2012

David F. Smith
(59)

Ronald J. Tanski
(60)

Matthew D. Cabell
(54)

Anna Marie Cellino
(59)

John R. Pustulka
(60)

David P. Bauer
(43)

Karen M. Camiolo
(53)

Carl M. Carlotti
(57)

Paula M. Ciprich
(52)

Donna L. DeCarolis
(53)

James D. Ramsdell
(57)

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

Chairman of the Board of Directors of the Compange March 2010 and Chief Executive Officer of the
Company since February 2008. Mr. Smith previousiyad as President of the Company from Februarg 200
through June 2010; Chief Operating Officer of trmrpany from February 2006 through January 200&iéeal
of Supply Corporation from April 2005 through JW2@08; and President of Empire from September 2005
through July 200€

President and Chief Operating Officer of the Conypsince July 2010. Mr. Tanski previously served esasure
and Principal Financial Officer of the Company fréwpril 2004 through June 2010; President of Supply
Corporation from July 2008 through June 2010; Reeti of Distribution Corporation from February 2006
through June 2008; and Treasurer of Distributionp@ration from April 2004 through July 20C

Senior Vice President of the Company since July0281id President of Seneca since December :

President of Distribution Corporation since JulfYp20Ms. Cellino previously served as Secretanhef@ompan
from October 1995 through June 2008; Secretaryigtiibution Corporation from September 1999 throdghe
2008; and Senior Vice President of Distribution @wation from July 2001 through June 20

President of Supply Corporation since July 2010. Rustulka previously served as Senior Vice Preside
Supply Corporation from July 2001 through June 2!

Treasurer and Principal Financial Officer of then@pany since July 2010; Treasurer of Supply Corpamatince
June 2007; Treasurer of Empire since June 2007Aanidtant Treasurer of Distribution Corporatiomcg April
2004.

Controller and Principal Accounting Officer of t@®mpany since April 2004; and Controller of Distiiion
Corporation and Supply Corporation since April 2C

Senior Vice President of Distribution Corporatidgnce January 2008. Mr. Carlotti previously served/ice
President of Distribution Corporation from Octoli®98 to January 200

Secretary of the Company since July 2008; Geneavah€el of the Company since January 2005; Secretary
Distribution Corporation since July 2008. Ms. Cgbripreviously served as Assistant Secretary ofriDigion
Corporation from February 1997 through June 2

Vice President Business Development of the Comganmge October 200°
Senior Vice President of the Company since May 20Arl1 Ramsdell previously served as Senior Viceskelent
of Distribution Corporation from July 2001 to Ma@P1.

(1) The executive officers serve at the pleasure ofBthard of Directors. The information provided rekto the Company and its princi
subsidiaries. Many of the executive officers alagenserved or currently serve as officers or dimscdf other subsidiaries of the Compa
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Item 1A Risk Factors
As a holding company, the Company depends on itsrafing subsidiaries to meet its financial obligatis.

The Company is a holding company with no significassets other than the stock of its operatingidisb®s. In order to meet
financial needs, the Company relies exclusivelyrgmayments of principal and interest on intercorypi@ans made by the Company tc
operating subsidiaries and income from dividendd ather cash flow from the subsidiaries. Such dpegasubsidiaries may not genel
sufficient net income to pay upstream dividendgemerate sufficient cash flow to make paymentsrioicipal or interest on such intercomp.
loans.

The Company is dependent on capital and credit meskto successfully execute its business strategies

The Company relies upon short-term bank borrowirngsnmercial paper markets and longgmm capital markets to finance cag
requirements not satisfied by cash flow from operst The Company is dependent on these capitatesto provide capital to its subsidia
to fund operations, acquire, maintain and devel@pgrties, and execute growth strategies. The ahilitly and cost of credit sources may
cyclical and these capital sources may not remeaaiiable to the Company. Turmoil in credit marketay make it difficult for the Company
obtain financing on acceptable terms or at allforking capital, capital expenditures and otherestments, or to refinance maturing dek
favorable terms. These difficulties could adverseffect the Compang’ growth strategies, operations and financial perémce. Th
Company’s ability to borrow under its credit faids and commercial paper agreements, and itstyabdiissue longerm debt under i
indentures, depend on the Compangompliance with its obligations under the faigfif agreements and indentures. In addition
Company’s shorterm bank loans are in the form of floating ratbtdar debt that may have rates fixed for very speriods of time, resultir
in exposure to interest rate fluctuations in theemlze of interest rate hedging transactions. Theafdongterm debt, the interest rates on
Company'’s shorterm bank loans and the ability of the Companyssué commercial paper are affected by its debitarithgs published &
S&P, Moody’s Investors Service, Inc. and Fitch Rgéi. A downgrade in the Compasycredit ratings could increase borrowing costs
negatively impact the availability of capital frdmanks, commercial paper purchasers and other surce

The Company may be adversely affected by economditions and their impact on our suppliers and dosers.

Periods of slowed economic activity generally resuldecreased energy consumption, particularlyinolstrial and large commerc
companies. As a consequence, national or regi@talssions or other downturns in economic activityld adversely affect the Compaay’
revenues and cash flows or restrict its future @ghowEconomic conditions in the Compasyutility service territories and energy marke
territories also impact its collections of accounézeivable. All of the Company’segments are exposed to risks associated wi
creditworthiness or performance of key supplierd eunstomers, many of which may be adversely aftebtevolatile conditions in the financ
markets. These conditions could result in finanaistability or other adverse effects at any of suppliers or customers. For exam
counterparties to the Compasycommodity hedging arrangements or commodity sadagracts might not be able to perform their cddiions
under these arrangements or contracts. Customéing @ompanys Utility and Energy Marketing segments may hawigaar trouble payin
their bills during periods of declining economidiaity and high commaodity prices, potentially reiog in increased bad debt expense
reduced earnings. Similarly, if reductions wereotur in funding of the federal Low Income Home EgyeAssistance Program, bad c
expense could increase and earnings could decr@ageof these events could have a material adveffeet on the Compang’results ¢
operations, financial condition and cash flows.
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The Company’s credit ratings may not reflect allehisks of an investment in its securities.

The Companys credit ratings are an independent assessmetst albility to pay its obligations. Consequenthalrer anticipated chang
in the Companys credit ratings will generally affect the marketue of the specific debt instruments that aredredis well as the market va
of the Company’s common stock. The Compargredit ratings, however, may not reflect the ptigéd impact on the value of its common st
of risks related to structural, market or othettdes discussed in this Form 10-K.

The Companys need to comply with comprehensive, complex, amuiatimes unpredictable government regulations magrease its cos
and limit its revenue growth, which may result irduced earnings.

While the Company generally refers to its Utiliggsnent and its Pipeline and Storage segment Gegslated segmentsthere are mar
governmental regulations that have an impact orosiravery aspect of the Compamyjusinesses. Existing statutes and regulationstre
revised or reinterpreted and new laws and reguiatimay be adopted or become applicable to the Cuoynpahich may increase t
Company’s costs or affect its business in waystti®tCompany cannot predict.

In the Companys Utility segment, the operations of Distributionr@oration are subject to the jurisdiction of theSC, the PaPUC ar
with respect to certain transactions, the FERC. NW@SC and the PaPUC, among other things, applre/eates that Distribution Corporat
may charge to its utility customers. Those appronaes also impact the returns that Distributiomg@eation may earn on the assets tha
dedicated to those operations. If Distribution Gwgpion is required in a rate proceeding to redbeerates it charges its utility customers, «
the extent Distribution Corporation is unable tdadf approval for rate increases from these regrdaparticularly when necessary to ce
increased costs (including costs that may be ieduim connection with governmental investigationpmceedings or mandated infrastruc
inspection, maintenance or replacement prograrag)jreggs may decrease.

In addition to their historical methods of utilitggulation, both the PaPUC and NYPSC have est&ulisompetitive markets in whi
customers may purchase gas commodity from unreglilaiarketers, in addition to utility companies. &letompetition for gas commod
service does not pose an acute competitive thoediktribution Corporation because in both jurisidins it recovers its cost of service thro
delivery rates and charges, and not through ank-uaron the gas commodity purchased by its custon@rsr the longer run, however, r
design changes resulting from further customer atign to marketer service (“unbundlingan expose utilities such as Distribu
Corporation to stranded costs and revenue erosithreiabsence of compensating rate relief.

Both the NYPSC and the PaPUC have instituted pringe for the purpose of promoting conservatioemdérgy commodities, includi
natural gas. In New York, Distribution Corporatiomplemented a Conservation Incentive Program thaptes conservation and efficient
of natural gas by offering customer rebates fomh¥afficiency appliances, among other things. Thenhtef conservation and efficien
programs is to reduce customer usage of natural \gader traditional volumetric rates, reduced ushgecustomers results in decree
revenues to the Utility. To prevent revenue erosiansed by conservation, the NYPSC approved a fitevalecoupling mechanisntha
renders Distribution CorporationNew York division financially indifferent to theffects of conservation. In Pennsylvania, althoagieneri
statewide proceeding is pending, the PaPUC hageatddirected Distribution Corporation to implemeainservation measures. If the NYF
were to revoke the revenue decoupling mechanisafuture proceeding or the PaPUC were to adophaetwation program without a revel
decoupling mechanism or other changes in rate demeguced customer usage could decrease revdarmsg Distribution Corporation to fi
for rate relief.

In New York, aggressive generic statewide prograresited under the label of efficiency or conseorationtinue to generate a siz:
utility funding requirement for state agencies thdininister those programs. Although utilities amhorized to recover the cost of efficie
and conservation program funding through spectakrand surcharges, the resulting upward pressuceisiomer rates, coupled with incree
assessments and taxes, could affect future tolerforctraditional utility rate increases, espegidfl natural gas commodity costs were
increase.
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The Company is subject to the jurisdiction of tHeRE with respect to Supply Corporation, Empire aathe transactions performed
other Company subsidiaries, including Seneca, iDigion Corporation and NFR. The FERC, among otihérgs, approves the rates 1
Supply Corporation and Empire may charge to thatural gas transportation and/or storage custoriiéigse approved rates also impact
returns that Supply Corporation and Empire may earthe assets that are dedicated to those opgsafarsuant to the petition of a custa
or state commission, or on the FERC'’s own initiatithe FERC has the authority to investigate whreBupply Corporation’s and Empige’
rates are still “just and reasonabbe required by the NGA, and if not, to reduce thades prospectively. If Supply Corporation or Erepg
required in a rate proceeding to reduce the ratgsarges its natural gas transportation and/eageocustomers, or if either Supply Corpore
or Empire is unable to obtain approval for rata@ases, particularly when necessary to cover isegeaosts, Supply Corporation’s or Empire’
earnings may decrease. The FERC also possesséficaignpenalty authority with respect to violat®rof the laws and regulations
administers. Supply Corporation, Empire and, to @éktent subject to FERC jurisdiction, the Compangther subsidiaries are subject to
FERC's penalty authority. In addition, the FERC exergigeisdiction over the construction and operatifrfacilities used in interstate ¢
transmission. Also, decisions of Canadian regutasoich as the National Energy Board and the OnEar@rgy Board could affect the viabil
and profitability of Supply Corporation and Emppjects designed to transport gas from New Yor& @ntario.

In January 2012 President Obama signed into lawPipeline Safety, Regulatory Certainty, and Joba@oa Act. The legislatic
increases civil penalties for pipeline safety Vilmas and addresses matters such as pipeline dapragention, automatic and remote
controlled shubff valves, excess flow valves, pipeline integrihanagement, documentation and testing of maximuawable operatin
pressure, and reporting of pipeline accidents. [Egislation requires the Pipeline and Hazardousekias Safety Administration (PHMSA)
issue or revise certain regulations and to congadbus reviews, studies and evaluations. In aoigitPHMSA in August 2011 issued
Advance Notice of Proposed Rulemaking regardinglpip safety. As described in the notice, PHMSAadssidering regulations regardi
among other things, the designation of additionghltonsequence areas along pipelines, minimuminegants for leak detection syste
installation of emergency flow restricting devicasd revision of valve spacing requirements. Uneeldo these safety initiatives, the EP/
April 2010 issued an Advance Notice of ProposedeRulking reassessing its regulations governing ieeamd distribution in commerce
PCBs. The EPA currently projects that it may isaudotice of Proposed Rulemaking by April 2013.dfaaresult of these or similar new I
or regulations the Company incurs material cosa$ ithis unable to recover fully through rates timeswise offset, the Comparsgyfinancia
condition, results of operations, and cash flowsidde adversely affected.

The Company’s liquidity, and in certain circumstaas, its earnings, could be adversely affected te/abst of purchasing natural gas
during periods in which natural gas prices are rigj significantly.

Tariff rate schedules in each of the Utility segth&service territories contain purchased gas adprstieiauses which permit Distributi
Corporation to file with state regulators for ratdjustments to recover increases in the cost afhased gas. Assuming those rate adjustr
are granted, increases in the cost of purchasetigyasno direct impact on profit margins. Neverks| increases in the cost of purchase
affect cash flows and can therefore impact the arhouavailability of the Compang’capital resources. The Company has issued corat
paper and used shddrm borrowings in the past to temporarily finasterage inventories and purchased gas costs, traligh the Compal
expects to do so in the future, it may not be ableaccess the markets for such borrowings at #iteamterest rates or at all. Distribut
Corporation is required to file an accounting reglation with the regulators in each of the Utilsegmens service territories regarding
costs of purchased gas. Due to the nature of thdatry process, there is a risk of a disallowaoictull recovery of these costs during i
period in which there has been a substantial upwilce in these costs. Any material disallowancpuwthased gas costs could have a ma
adverse effect on cash flow and earnings. In amdittven when Distribution Corporation is allowetl fecovery of these purchased gas c
during periods when natural gas prices are sigmfly higher than historical levels, customers rhaye trouble paying the resulting hig
bills, and Distribution Corporation’s bad debt empes may increase and ultimately reduce earnings.
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Changes in interest rates may affect the Comparghility to finance capital expenditures and to rafince maturing debt.

The Company’s ability to costffectively finance capital expenditures and tan@fice maturing debt will depend in part upon ies
rates. The direction in which interest rates maywenis uncertain. Declining interest rates have glyebeen believed to be favorable
utilities, while rising interest rates are genegrdiklieved to be unfavorable, because of the lesetebt that utilities may have outstanding
addition, the Compang’authorized rate of return in its regulated bussas is based upon certain assumptions regardargshrates. If intere
rates are lower than assumed rates, the Companyhorized rate of return could be reduced.térist rates are higher than assumed rate
Company’s ability to earn its authorized rate afine may be adversely impacted.

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

When acquiring interests in properties in Penngybvdrom which the Company produces natural gas,Gbmpany has relied upol
body of law developed by Pennsylvania courts olrercburse of more than 125 years. A last@ading rule of construction under Pennsylv
law known as the “Dunham Rule” creates a presumptiat a deed, lease or other instrument that ganwe reserves, “mineralgfoes nc
convey, or reserve, interests in natural gas orlodlent clear and convincing evidence that thégsard the conveyance contract intende
include oil and natural gas within the word “mirleraA case in the intermediate appellate court in P@rasia (Butler v. Estate of Powe
Pa. Superior Ct., No. 1795 MDA 2010) creates uagett as to the application of the Dunham Ruleases involving natural gas produ
from the Marcellus Shale formation. Depending om dlutcome of the ongoing litigation in Butler, tb&se could give rise to litigation as
whether, under the language of particular titleusoents and in consideration of the intent of theigsto particular conveyance contra
rights to natural gas produced from the Marcellbal& formation belong to the owner of the natui@d gstate or the owner of the min
estate. The Company believes that the Pennsylanigs will ultimately confirm that the Dunham Rupplies to natural gas produced fi
the Marcellus Shale formation. If they were to hotterwise, the Company could be involved in litiga to establish that the intent behind
conveyances to the Company of natural gas inteiregtennsylvania includes natural gas produced fr@rMarcellus Shale formation.

Fluctuations in oil and natural gas prices could adrsely affect revenues, cash flows and profitatyili

Operations in the ComparsyExploration and Production segment are matergdlyendent on prices received for its oil and rshtga:
production. Both short-term and lobgrm price trends affect the economics of explofimg developing, producing, gathering and proaeg
oil and natural gas. Oil and natural gas priceshewolatile and can be affected by: weather cardit natural disasters, the supply and prit
foreign oil and natural gas, the level of consupreduct demand, national and worldwide economialitmms, economic disruptions causec
terrorist activities, acts of war or major accidertolitical conditions in foreign countries, thacge and availability of alternative fuels,
proximity to, and availability of, capacity on tigportation facilities, regional levels of supplydatlemand, energy conservation measures
government regulations, such as regulation of dreese gas emissions and natural gas transportatigalties, and price controls. T
Company sells most of the oil and natural gasithatoduces at current market and/or indexed pniediger than through fixegrice contract:
although as discussed below, the Company frequéetlges the price of a significant portion of ittufe production in the financial mark
The prices the Company receives depend upon fabtysnd the Company’control, including the factors affecting pricentiened abowvt
The Company believes that any prolonged reductiariliand natural gas prices could restrict itdigbio continue the level of exploration ¢
production activity the Company otherwise wouldsué, which could have a material adverse effedtsorevenues, cash flows and resuli
operations.

In the Companys Pipeline and Storage segment, significant chaimgige price differential between equivalent qitéed of natural gas
different geographic locations could adversely ioighe Company. For example, if the price of ndtgess at a particular receipt point on
Company’s pipeline system
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increases relative to the price of natural gastlardocations, then the volume of natural gasiveckby the Company at the relatively m
expensive receipt point may decrease, or the pheeCompany charges to transport that natural gas adecrease. Supply Corporation
Empire have experienced such a change at the Chhatdal States border at the Niagara River, wha&® yices have increased relativ
prices available at Leidy, Pennsylvania. This cleaimgprice differential has caused shippers to sdieknative lower priced gas supplies i
consequently, alternative transportation routeqp8uCorporation and Empire have seen transportatmumes decrease as a result of
situation, and in some cases, shippers have decidietb renew transportation contracts. While mathhe impact of lower volumes unt
existing contracts is offset by the straight fixeatiable rate design utilized by Supply Corporatéo Empire, this rate design does not pr
Supply Corporation or Empire where shippers doawsttract for expiring capacity at the same quarditg rate. As contract renewals h
decreased, revenues and earnings in the PipelihéStorage segment have decreased. Additional @sclim this contracted transportas
capacity could further adversely affect revenueshcflows and results of operations. Supply Conpmraand Empire are responding to
changed gas price environment by developing prejdesigned to reverse the flow on their existingteays, as described elsewhere in
report, including Item 7, MD&A under the headingVesting Cash Flow.”

Significant changes in the price differential betwdutures contracts for natural gas having diffedelivery dates could also adver:
impact the Company. For example, if the prices atural gas futures contracts for winter deliveti@docations served by the Pipeline
Storage segment decline relative to the pricesicii gontracts for summer deliveries (as a resatinstance, of increased production of na
gas within the Pipeline and Storage segment’s ggdie area or other factors), then demand for theanys natural gas storage servi
driven by that price differential could decreaseclschanges in price differential could also affénet Energy Marketing segmesitability tc
offset its natural gas storage costs through hedginsactions. These changes could adverselytatgenues, cash flows and result
operations.

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

In order to protect itself to some extent agaimsiawal price volatility and to lock in fixed prigiron oil and natural gas production
certain periods of time, the CompasyExploration and Production segment regularlyrsritdo commaodity price derivatives contracts (had
arrangements) with respect to a portion of its etguk production. These contracts may at any tinvercas much as approximately 80% of
Company'’s expected energy production during theoopieg 12month period. These contracts reduce exposureltsesuient price drops |
can also limit the Company’ability to benefit from increases in commoditycps. In addition, the Energy Marketing segmeneenintc
certain hedging arrangements, primarily with respeds fixed price purchase and sales commitmantsits gas stored underground.

Under applicable accounting rules currently in effféehe Company hedging arrangements are subject to quarterbcfEness tes
Inherent within those effectiveness tests are aptians concerning the longrm price differential between different types avfide oil
assumptions concerning the difference between shiydi natural gas price indexes established byipgsinto which hedged natural
production is delivered and the reference pricaldisthed in the hedging arrangements, assumptegerding the levels of production that
be achieved and, with regard to fixed price comraitta, assumptions regarding the creditworthinesfin customers and their foreca
consumption of natural gas. Depending on marketlitioms for natural gas and crude oil and the Isadlproduction actually achieved, i
possible that certain of those assumptions maygehanthe future, and, depending on the magnitddeng such changes, it is possible th
portion of the Companyg’ hedges may no longer be considered highly effectn that case, gains or losses from the ingffeaferivative
financial instruments would be markedsarket on the income statement without regard taraferlying physical transaction. For exampli
the Exploration and Production segment, where thmgany uses short positions (i.e. positions thgtqf&in the event of commodity pri
decline) to hedge forecasted sales, gains wouldracthe extent that natural gas and crude oilghegrices exceed market prices for
Company’s natural gas and crude oil production, lasdes would occur to the extent that market price the Companyg’ natural gas ai
crude oil production exceed hedge prices.
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Use of energy commodity price hedges also expdge€bmpany to the risk of ngrerformance by a contract counterparty. Theseqs
might not be able to perform their obligations unttee hedge arrangements. In addition, the Cometgrs into certain commodity pr
hedges that are cleared through the NYMEX by few@mmission merchants. Under NYMEX rules, the Canyps required to post collate
in connection with such hedges, with such colldteeing held by its futures commission merchantsee Tompany is exposed to the risk of
of such collateral from occurrences such as fira@railure of its futures commission merchantsisappropriation or mishandling of clients’
funds or other similar actions by its futures cossion merchants. In addition, the Company is expésgotential hedging ineffectivenes:
the event of a failure by one of its futures consitis merchants or contract counterparties.

It is the Company policy that the use of commodity derivatives cacis comply with various restrictions in effectr@spective busine
segments. For example, in the Exploration and Ritialu segment, commodity derivatives contracts niestonfined to the price hedginc
existing and forecast production, and in the Enaévigyketing segment, commodity derivatives with extpto fixed price purchase and s
commitments must be matched against commitmensonably certain to be fulfiled. The Company maimiea system of internal controls
monitor compliance with its policy. However, unantized speculative trades, if they were to occaould expose the Company to substa
losses to cover positions in its derivatives cartraln addition, in the event the Compangctual production of oil and natural gas fallsrsio
hedged forecast production, the Company may inglistantial losses to cover its hedges.

The Dodd-Frank Act includes provisions relatedhte swaps and over-the-counter derivatives markigain provisions of the Dodd-
Frank Act related to derivatives became effectiuly 16, 2011, and other provisions related to denxes have or will become effective
federal agencies (including the Commodity Futureading Commission (CFTC), various banking reguktand the SEC) adopt rules
implement the law. For purposes of the Ddttdnk Act, under rules adopted by the SEC and/ar@CREhe Company believes that it qualifie
a non-financial end user of derivatives, that ssaaonfinancial entity that uses derivatives to hedge mancial risk. Nevertheless, other rt
that are being developed could have a significamtaict on the Company. For example, banking reguatave proposed a rule that wc
require swap dealers and major swap participarigsuto their jurisdiction to collect initial andariation margin from counterparties that
non<financial end users, though such swap dealers ajdrrawap participants would have the discretiosabthresholds for posting mar
(unsecured credit limits). Regardless of the lewaflanargin that might be required, concern remahet swap dealers and major s
participants will pass along their increased cépited margin costs through higher prices and réduostin thresholds for posting margin.
addition, while the Company expects to be exengnhfthe Dodd-Frank Ac$ requirement that swaps be cleared and tradecaraeges ¢
swap execution facilities, the cost of entering iatnon-cleared swap that is available as a cleavag may be greater.

You should not place undue reliance on reserve imfmtion because such information represents estigsat

This Form 10-K contains estimates of the Compsupybved oil and natural gas reserves and theefutet cash flows from those rese;
that were prepared by the Companpetroleum engineers and audited by independémi@em engineers. Petroleum engineers considey
factors and make assumptions in estimating oil rmatdral gas reserves and future net cash flowssélFectors include: historical product
from the area compared with production from othevdpcing areas; the assumed effect of governmeellation; and assumptic
concerning oil and natural gas prices, productind development costs, severance and excise taxés;apital expenditures. Lower oil ¢
natural gas prices generally cause estimates okfroeserves to be lower. Estimates of reservesapdcted future cash flows preparet
different engineers, or by the same engineers fi¢reint times, may differ substantially. Ultimatelactual production, revenues |
expenditures relating to the Compasyéserves will vary from any estimates, and tivesitions may be material. Accordingly, the accy
of the Company’s reserve estimates is a functidh@fjuality of available data and of engineerind geological interpretation and judgment.
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If conditions remain constant, then the Compamg#&sonably certain that its reserve estimates septeeconomically recoverable oil
natural gas reserves and future net cash flowsriéitions change in the future, then subsequeastrve estimates may be revised accordi
You should not assume that the present value afdutet cash flows from the Compasiyroved reserves is the current market valuee
Companys estimated oil and natural gas reserves. In aaocsdwith SEC requirements, the Company basesstimated discounted future
cash flows from its proved reserves onri@nth average prices for oil and natural gas (basefirst day of the month prices and adjuste!
hedging) and on costs as of the date of the estimatual future prices and costs may differ matirifrom those used in the net present v
estimate. Any significant price changes will havaaterial effect on the present value of the Comjzareserves.

Petroleum engineering is a subjective processtohatng underground accumulations of natural gas @her hydrocarbons that car
be measured in an exact manner. The process ofastg oil and natural gas reserves is complex. ffleeess involves significant decisi
and assumptions in the evaluation of available @goal, geophysical, engineering and economic ftataach reservoir. Future economic
operating conditions are uncertain, and changahdse conditions could cause a revision to the Gowp reserve estimates in the futi
Estimates of economically recoverable oil and ratgas reserves and of future net cash flows deppod a number of variable factors
assumptions, including historical production frame area compared with production from other conmpararoducing areas, and the assu
effects of regulations by governmental agenciesaBse all reserve estimates are to some degreectubj each of the following items n
differ materially from those assumed in estimatiagerves: the quantities of oil and natural gasdha ultimately recovered, the timing of
recovery of oil and natural gas reserves, the priolu and operating costs incurred, the amount iméhg of future development a
abandonment expenditures, and the price receivatidgroduction.

The amount and timing of actual future oil and natal gas production and the cost of drilling are dii€ult to predict and may vary
significantly from reserves and production estimatevhich may reduce the Company’s earnings.

There are many risks in developing oil and natgea, including numerous uncertainties inherenstimating quantities of proved oil &
natural gas reserves and in projecting future ratggoduction and timing of development expenditurThe future success of the Company
Exploration and Production segment depends orbitiyato develop additional oil and natural gasesses that are economically recover:
and its failure to do so may reduce the Compargdrnings. The total and timing of actual futuredpiction may vary significantly fro
reserves and production estimates. The Compgaimfling of development wells can involve sigodit risks, including those related to tim
success rates, and cost overruns, and these askbecaffected by lease and rig availability, ggpJaand other factors. Drilling for oil a
natural gas can be unprofitable, not only from pooductive wells, but from productive wells thatmat produce sufficient revenues to retu
profit. Also, title problems, weather conditionsovgrnmental requirements, including completion af/imnmental impact analyses ¢
compliance with other environmental laws and retijphs, and shortages or delays in the deliveryopfigment and services can delay dril
operations or result in their cancellation. Thetadsdrilling, completing, and operating wells igificant and often uncertain, and new w
may not be productive or the Company may not recall@r any portion of its investment. Producticam also be delayed or made unecon
if there is insufficient gathering, processing arahsportation capacity available at an economiepo get that production to a location wt
it can be profitably sold. Without continued suafakexploitation or acquisition activities, the ipany’s reserves and revenues will declin
a result of its current reserves being depletecbtmgduction. The Company cannot make assurancestthall be able to find or acqui
additional reserves at acceptable costs.
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Financial accounting requirements regarding explatian and production activities may affect the Compas profitability.

The Company accounts for its exploration and prtdoactivities under the full cost method of aceting. Each quarter, the Comp:
must compare the level of its unamortized investntenil and natural gas properties to the presahie of the future net revenue projecte
be recovered from those properties according tchaust prescribed by the SEC. In determining presahte, the Company uses frintt
average prices for oil and natural gas (basedrehday of the month prices and adjusted for heg)gilfi, at the end of any quarter, the am«
of the unamortized investment exceeds the net presdue of the projected future cash flows, suthestment may be considered tc
“impaired,” and the full cost accounting rules require thatitheestment must be written down to the calculatetl present value. Such
instance would require the Company to recognizéranediate expense in that quarter, and its earnivm@dd be reduced. Depending on
magnitude of any decrease in average prices, kzage could be material.

Environmental regulation significantly affects th€ompany’s business.

The Companys business operations are subject to federal, statelocal laws and regulations relating to enwvinental protection. The
laws and regulations concern the generation, storignsportation, disposal or discharge of comants and greenhouse gases intc
environment, the reporting of such matters, andgieeral protection of public health, natural reses, wildlife and the environment. |
example, currently applicable environmental lawsl aggulations restrict the types, quantities andceatrations of materials that can
released into the environment in connection witjutated activities, limit or prohibit activities icertain protected areas, and may requir
Company to investigate and/or remediate contanuinadit certain current and former properties regasdlof whether such contamina
resulted from the Comparg/actions or whether such actions were in compdéiamith applicable laws and regulations at the tihmey wer
taken. Moreover, spills or releases of regulatdzss&nces or the discovery of currently unknown aarimation could expose the Compan
material losses, expenditures and environmentallttheand safety liabilities. Such liabilities couliclude penalties, sanctions or claims
damages to persons, property or natural resouroaglt on behalf of the government or private tits that could cause the Company to i
substantial costs or uninsured losses.

In addition, the Company must obtain, maintain anchply with nhumerous permits, approvals, consents ertificates from variol
governmental authorities before commencing regdlatdivities. In connection with such activitiebetCompany may need to make signifi
capital and operating expenditures to control miissions and water discharges or to perform cedairective actions to meet the condition
the permits issued pursuant to applicable envirariahidaws and regulations. Any failure to complytiwapplicable environmental laws ¢
regulations and the terms and conditions of itsrenmental permits could result in the assessmésigmificant administrative, civil and/
criminal penalties, the imposition of investigatary remedial obligations and corrective actiong thvocation of required permits, or
issuance of injunctions limiting or prohibiting t&in of the Company’s operations.

Costs of compliance and liabilities could negativeffect the Companyg’ results of operations, financial condition andhcélows. Ir
addition, compliance with environmental laws angutations could require unexpected capital expenelt at the Compargyfacilities or dela
or cause the cancellation of expansion projectsiloand natural gas drilling activities. Because ttosts of complying with environmer
regulations are significant, additional regulatioould negatively affect the Compasybusiness. Although the Company cannot predic
impact of the interpretation or enforcement of EftAndards or other federal, state and local law®gulations, the Compars/costs coul
increase if environmental laws and regulations gkan

Legislative and regulatory measures to addressatdinchange and greenhouse gas emissions are ouvgrhases of discussion
implementation. Under the Federal Clean Air Acg BEPA requires that new stationary sources of Bigmit greenhouse gas emissions or n
modifications of existing facilities obtain permitevering such emissions. The EPA is also considesther regulatory options to regulate
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greenhouse emissions from the energy industrydditian, the U.S. Congress has from time to timesodered bills that would establish a cap
and{rade program to reduce emissions of greenhousesghsgislation or regulation that restricts grerrge gas emissions could increast
Companys cost of environmental compliance by requiring @a@mpany to install new equipment to reduce emssioom larger facilitie
and/or purchase emission allowances. Internatidedéral, state or regional climate change andrireese gas initiatives could also dela
otherwise negatively affect efforts to obtain pasmand other regulatory approvals with regard testayg and new facilities, or impa
additional monitoring and reporting requirementim@te change and greenhouse gas initiatives, acentives to conserve energy or
alternative energy sources, could also reduce dérfaroil and natural gas. The effect (materiahot) on the Company of any new legisla
or regulatory measures will depend on the partiqolavisions that are ultimately adopted.

Increased regulation of exploration and producticactivities, including hydraulic fracturing, could dversely impact the Company.

Due to the burgeoning Marcellus Shale natural dag im the northeast United States, together with fiscal difficulties faced by ste
governments in New York and Pennsylvania, variotageslegislative and regulatory initiatives regaglithe exploration and product
business have been proposed. These initiativesidacpotential new or updated statutes and reguoktgoverning the drilling, casir
cementing, testing, abandonment and monitoring eliswthe protection of water supplies and restitt on water use and water rig
hydraulic fracturing operations, surface owneights and damage compensation, the spacing ofwede and disposal of potentially hazar
materials, and environmental and safety issuesrdaganatural gas pipelines. New permitting feedl/an severance taxes for oil and
production are also possible. Additionally, lediisfa initiatives in the U.S. Congress and regulatstudies, proceedings or ruteaking
initiatives at federal or state agencies focusedhenhydraulic fracturing process and related dpmra could result in additional permittii
compliance, reporting and disclosure requiremdrs.example, the EPA has proposed regulationswbatd establish emission performa
standards for hydraulic fracturing operations a#l a& natural gas gathering and transmission ojpast Other EPA initiatives could expe
water quality and hazardous waste regulation ofdwyléit fracturing and related operations. If addpny such new state or federal legisle
or regulation could lead to operational delays estrictions, increased operating costs, additioegulatory burdens and increased risk
litigation for the Company’s Exploration and Protion segment.

The nature of the Company’s operations presentsendnt risks of loss that could adversely affectriégsults of operations, financial
condition and cash flows.

The Companys operations in its various reporting segmentssatgect to inherent hazards and risks such ass; firatural disastel
explosions; geological formations with abnormal sgrtees; blowouts during well drilling; collapses wéllbore casing or other tubule
pipeline ruptures; spills; and other hazards asklsrthat may cause personal injury, death, promintyage, environmental damage or bus
interruption losses. Additionally, the Compasyacilities, machinery, and equipment may be sulije sabotage. Any of these events ¢
cause a loss of hydrocarbons, environmental pohuticlaims for personal injury, death, property dgm or business interruption,
governmental investigations, recommendations, daiimes or penalties. As protection against opemat hazards, the Company maint:
insurance coverage against some, but not all, patdosses. In addition, many of the agreemenras tihe Company executes with contrac
provide for the division of responsibilities betwetlne contractor and the Company, and the Compaglssto obtain an indemnification fr
the contractor for certain of these risks. The Canypis not always able, however, to secure writtgreements with its contractors that cor
indemnification, and sometimes the Company is megitio indemnify others.

Insurance or indemnification agreements, when obthi may not adequately protect the Company agéatstity from all of the
consequences of the hazards described above. Therece of an event not fully insured or indemadfiagainst, the imposition of fin
penalties or mandated programs by
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governmental authorities, the failure of a contva¢d meet its indemnification obligations, or fladure of an insurance company to pay v
claims could result in substantial losses to then@any. In addition, insurance may not be availabtef available may not be adequate
cover any or all of these risks. It is also possitiat insurance premiums or other costs may iiggfisantly in the future, so as to make s
insurance prohibitively expensive.

Hazards and risks faced by the Company, and insarand indemnification obtained or provided by @ampany, may subject t
Company to litigation or administrative proceedirfgam time to time. Such litigation or proceedingsuld result in substantial monet
judgments, fines or penalties against the Compareaesolved on unfavorable terms, the resultlitivcould have a material adverse e
on the Company’s results of operations, finanadition and cash flows.

Third parties may attempt to breach the Company&twork security, which could disrupt the Companyperations and adversely affect
its financial results.

The Companys information technology systems are subject tengtts by others to gain unauthorized access thrthalnternet, or 1
otherwise introduce malicious software. These gitsrmight be the result of industrial or other espige, or actions by hackers seekin
harm the Company, its services or customers. Atterftpbreach the Company’s network security mayltés disruption of the Company’
business operations and services, delays in priodidheft of sensitive and valuable data, damageur physical systems, and reputati
harms. These harms may require significant expereditto remedy breaches, including restorationustamer service and enhancemer
information technology systems. The Company seeksdvent, detect and investigate these secuiifgents, but in some cases the Com|
might be unaware of an incident or its magnitudd affects. The Company has experienced attemplseach its network security, ¢
although the scope of such incidents is sometim&sawn, they could prove to be material to the Canyp These security incidents may F
an adverse impact on the Company’s operationsirggrand financial condition.

The increasing costs of certain employee and ragiteenefits could adversely affect the Company’autss

The Companys earnings and cash flow may be impacted by theuatraf income or expense it expends or recordeffimployee bene
plans. This is particularly true for pension anbestpostretirement benefit plans, which are dependent dmadplan asset returns and fac
used to determine the value and current costs aif penefit obligations. In addition, if medical tosise at a rate faster than the get
inflation rate, the Company might not be able tdigaie the rising costs of medical benefits. Insesato the costs of pension, other pos
retirement and medical benefits could have an adveffect on the Company’s financial results.

Significant shareholders or potential shareholdensay attempt to effect changes at the Company onaegicontrol over the Company,
which could adversely affect the Company’s resudfsoperations and financial condition.

Shareholders of the Company may from time to timgage in proxy solicitations, advance shareholdepgsals or otherwise attemp
effect changes or acquire control over the Comp@aympaigns by shareholders to effect changes dicfyutvaded companies are sometit
led by investors seeking to increase shemt shareholder value through actions such asdiah restructuring, increased debt, spe
dividends, stock repurchases or sales of asséi @ntire company. Responding to proxy contesisostmer actions by activist shareholders
be costly and time-consuming, disrupting the Comgfsaaperations and diverting the attention of tt@r(anys Board of Directors and sen
management from the pursuit of business stratedissa result, shareholder campaigns could advera#fct the Companyg’ results ¢
operations and financial condition.
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ltem 1B Unresolved Staff Commen

None.

Item 2  Properties
General Information on Facilities

The net investment of the Company in property, fpéand equipment was $4.7 billion at September 8222 Approximately 48% of th
investment was in the Utility and Pipeline and 8g@ segments, whose operations are located pynianvestern and central New York ¢
northwestern Pennsylvania. The Exploration and &eton segment also comprises 48% of the Compaimyestment in net property, pl
and equipment, and is primarily located in Califarand in the Appalachian region of the United &afThe remaining net investmen
property, plant and equipment consisted of the@ther and Corporate operations (4%). During the fies years, the Company has m
additions to property, plant and equipment in otdegxpand its exploration and production operationthe Appalachian region of the Uni
States and to expand and improve transmissiontfesifor transportation customers in New York d@ehnsylvania. Net property, plant
equipment has increased $1.9 billion, or 65.0%ces2007. As part of its strategy to focus its ergtion and production activities within
Appalachian region of the United States, speciffoaithin the Marcellus Shale, the Company soldoitisshore oil and natural gas propertie
the Gulf of Mexico in April 2011. The net properplant and equipment associated with these pr@senias $55.4 million. The Company ¢
sold onshore oil and natural gas properties in its Wesis€oegion in May 2011 with net property, plant atgiipment of $8.1 million.
September 2010, the Company sold its landfill gaerations in the states of Ohio, Michigan, Kentydiyssouri, Maryland and Indiana. T
net property, plant and equipment of the landfil @perations at the date of sale was $8.8 million.

The Utility segment had a net investment in propestant and equipment of $1.2 billion at Septen@@r2012. The net investment in
gas distribution network (including 14,845 milesdidtribution pipeline) and its service connectibmsustomers represent approximately
and 35%, respectively, of the Utility segment’s ileestment in property, plant and equipment at&aper 30, 2012.

The Pipeline and Storage segment had a net invastofe$1.1 billion in property, plant and equipmesit September 30, 20:
Transmission pipeline represents 38% of this segjméotal net investment and includes 2,384 milegipéline utilized to move large volun
of gas throughout its service area. Storage faslitepresent 17% of this segmentbtal net investment and consist of 31 storagkls
operating at a combined working gas level of 73¢f, Bour of which are jointly owned and operatecthwother interstate gas pipel
companies, and 422 miles of pipeline. Net investmanstorage facilities includes $87.8 million ofgy stored undergroumbncurren
representing the cost of the gas utilized to maineessure levels for normal operating purposesedisas gas maintained for system balan
and other purposes, including that needed fonatice transportation service. The Pipeline and&§® segment has 34 compressor ste
with 121,782 installed compressor horsepower tatasent 14% of this segment’s total net investrimeptoperty, plant and equipment.

The Exploration and Production segment had a westment in property, plant and equipment of $2IBb at September 30, 2012.

The Pipeline and Storage segments’ facilities mledithe capacity to meet Supply Corporaof012 peak day sendout, incluc
transportation service, of 1,571 MMcf, which ocedtron January 3, 2012. Withdrawals from storagé8&f3 MMcf provided approximate
43.3% of the requirements on that day.

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

-24-



Table of Contents

Exploration and Production Activities

The Company igngaged in the exploration for, and the developnagt purchase of, natural gas and oil reservesalifothia, the
Appalachian region of the United States and KariBas.Company has been increasing its emphasiiAppalachian region, primarily in t
Marcellus Shale, and sold its cffore oil and natural gas properties in the Gufekico during 2011, as mentioned above. Furthscudisio
of oil and gas producing activities is includedtem 8, Note N —Supplementary Information for Oil and Gas Produdhatjvities. Note N se’
forth proved developed and undeveloped reserverrdtion for Seneca. The September 30, 2012, 20812840 reserves shown in Noti
have been impacted by the SE@hal rule on Modernization of Oil and Gas Repayt The most notable change of the final ruleudels th
replacement of the single day periedd pricing used to value oil and gas reserves aithinweighted arithmetic average of the first dathe
month oil and gas prices for each month withintthelve-month period prior to the end of the reporting periThe reserves were estimate:
Seneca’s geologists and engineers and were augitedlependent petroleum engineers from Netherl8edjell & Associates, Inc.

The Company’s proved oil and gas reserve estineeprepared by the Compasyeservoir engineers who meet the qualificatidf
Reserve Estimator per the “Standards PertaininthéoEstimating and Auditing of Oil and Gas Resemnf®@rmation” promulgated by tt
Society of Petroleum Engineers as of February 0972The Company maintains comprehensive inteesdrre guidelines and a contint
education program designed to keep its staff ugate with current SEC regulations and guidance.

The Company’s Vice President of Reservoir Engimggis the primary technical person responsibleof@rseeing the Comparsyteserv
estimation process and engaging and overseeinghtfte party reserve audit. His qualifications inbdua Bachelor of Science Degret
Petroleum Engineering and over 25 years of PetnolEngineering experience with both major and indepat oil and gas companies. He
maintained oversight of the Compasyeserve estimation process for the past ninesyklgris a member of the Society of Petroleum Eewgi
and a Registered Professional Engineer in the Staftexas.

The Company maintains a system of internal conuksr the reserve estimation process. Managemei@we the price, heat conte
lease operating cost and future investment assangptised in the economic model that determinesréberves. The Vice President
Reservoir Engineering reviews and approves all reserve assignments and significant reserve rexgsidccess to the Reserve databa
restricted. Significant changes to the reserve ntege reviewed by senior management on a quartedys. Periodically, the Companry’
internal audit department assesses the desigresé ttontrols and performs testing to determineffeetiveness of such controls.

All of the Companys reserve estimates are audited annually by NetidriSewell and Associates, Inc. (NSAI). Since 193AI ha
evaluated gas and oil properties and independeetljfied petroleum reserve quantities in the Whitates and internationally under the T
Board of Professional Engineers Registration NOOBE699. The primary technical persons (employetl&@l) that are responsible for lead
the audit include a professional engineer regidteri¢h the State of Texas (with 14 years of experéein petroleum engineering and consu
at NSAI since 2004) and a professional geoscierggittered in the State of Texas (with 15 yearexplerience in petroleum geosciences
consulting at NSAI since 2008). NSAI was satisfiith the methods and procedures used by the Comimapsepare its reserve estimate
September 30, 2012 and did not identify any proklarhich would cause it to take exception to thatrates.

The reliable technologies that were utilized inireating the reserves include wire line ogesle log data, performance data, log c
sections, core data, 2D and 3D seismic data aritt&tal analysis. The statistical method utilizeebduction performance from both
Company’s and competitors’ wells. Geophysical diattude data from the Company’s wells, publishedwoents, and state daties, and 2
and 3D seismic data. These were used to confirtimeoty of the formation.

Seneca proved developed and undeveloped natural gasvessencreased from 675 Bcf at September 30, 2@11988 Bcf 3
September 30, 2012. This increase is attributehanly to extensions and discoveries of 436 Bcimgrily in the Appalachian region (4
Bcf), which were partially offset by
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production of 66 Bcf and negative revisions of jpoeg estimates of 56 Bcf. Total gas revisions afatee 56 Bcf were comprised of nega
61 Bcf in gas pricing revisions, partially offset b Bcf in positive performance revisions. Negatprece related revisions were mainly a re
of lower trailing twelve month average gas pricBsrfiinion South Point average gas price fell $1.46 MMBtu from $4.29 per MMBtu 1
$2.84 per MMBtu) making a number of undevelopedweaks uneconomic at those prices. Of the 61 Bafegative price related revisions,
Bcf were related to the non-operated Marcellustjganture, primarily in Clearfield County, Pennsyva. Poor well performance from non
operated Marcellus joint venture activity, primgrih Clearfield County, also resulted in 38 Bcfriagative performance revisions. These
more than offset by 43 Bcf of positive performaneeisions from Seneca operated Marcellus Shalgipcti

Seneca proved developed and undeveloped oil reserveseased from 43,345 Mbbl at September 30, 2011 t8622Mbbl a
September 30, 2012. Extensions and discoveries26f7IMbbl and positive revisions of previous estiesaof 1,130 Mbbl were exceeded
production of 2,870 Mbbl, primarily occurring inghWest Coast region (2,834 Mbbl). On a Bcfe baSeneca proved developed a
undeveloped reserves increased from 935 Bcfe defdyer 30, 2011 to 1,246 Bcfe at September 30,.2012

Seneca proved developed and undeveloped natural gasvesséncreased from 428 Bcf at September 30, 2@l@B#5 Bef 3
September 30, 2011. This increase was attributadapity to extensions and discoveries of 249 Befstantially all of which was in tl
Appalachian region, purchases of 45 Bcf in the Mbus Shale in the Appalachian region, and positexgsions of previous estimates of
Bcf. This increase was partially offset by prodaotiof 51 Bcf and sales of minerals in place of 24, Brimarily from the offshore Gulf @
Mexico sale. Seneca’proved developed and undeveloped oil reservagased from 45,239 Mbbl at September 30, 2010 18483Mbbl a
September 30, 2011. Extensions and discoverie$ofMbbl and positive revisions of previous estinsapé 1,616 Mbbl were exceeded
production of 2,860 Mbbl, primarily occurring inghWest Coast region (2,628 Mbbl) and sales of maisdn place of 1,417 Mbbl, primar
from the off-shore Gulf of Mexico sale (979 MbbOQn a Bcfe basis, Senesaproved developed and undeveloped reserves imcidesT
700 Bcfe at September 30, 2010 to 935 Bcfe at Sdme 30, 2011.

The Companys proved undeveloped (PUD) reserves increased 2@rBcfe at September 30, 2011 to 410 Bcfe at e 30, 201:
PUD reserves in the Marcellus Shale increased 26@1Bcf at September 30, 2011 to 381 Bcf at Sepeer@®, 2012. There was a mate
increase in PUD reserves at September 30, 2012@ht as a result of Marcellus Shale reserve additibhe Companyg' total PUD reserv:
are 33% of total proved reserves at September@®®,21p from 32% of total proved reserves at Sepei0, 2011.

The Companys proved undeveloped (PUD) reserves increased fioirBcfe at September 30, 2010 to 295 Bcfe at Gdpe 30, 201:
PUD reserves in the Marcellus Shale increased ftathBcf at September 30, 2010 to 253 Bcf at Sepeerdd, 2011. There was a mate
increase in PUD reserves at September 30, 201P@H0l as a result of Marcellus Shale reserve additibhe Compang'total PUD reserv:
were 32% of total proved reserves at Septembe2@0, up from 25% of total proved reserves at Sepéz 30, 2010.

The increase in PUD reserves in 2012 of 115 Bcfe issult of 289 Bcfe in new PUD reserve additi®®6 Bcfe from the Marcelli
Shale), offset by 97 Bcfe in PUD conversions tovebdeveloped reserves, and 77 Bcefe in downward BWISions of previous estimates. -
downward revisions were primarily from the remowgfproved locations in the Marcellus Shale due sigaificant decrease in trailing twelve-
month average gas prices at Dominion South Poiné decrease in prices made the reserves unecornormievelop. Of these downw:
revisions, the majority (66 Bcfe) were related tm+operated Marcellus activity, primarily in Cleatfl County.

The increase in PUD reserves in 2011 of 118 Bcfe aveesult of 212 Bcfe in new PUD reserve additi@®® Bcfe from the Marcelll
Shale), offset by 83 Bcfe in PUD conversions tovptbdeveloped reserves, 10 Bcfe from sales of migén place and 2 Bcfe in downw.
PUD revisions of previous estimates. The
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downward revisions were primarily from the remowélproved locations in the Upper Devonian play. Sehdocations are unlikely to
developed in the 5-year timeframe due to the Coryipdacus on the Marcellus Shale and the bettenecuc results there.

The Company is committed to developing its PUD mese within five years as required by the S&@nal rule on Modernization of C
and Gas Reporting. In 2013, the Company estimatasittwill invest approximately $160 million to deop its PUD reserves. The Comp
invested $217 million during the year ended Septar3h, 2012 to convert 97 Bcfe of September 30,120UD reserves to proved develo
reserves. This represents 33% of the PUD resemvalseld at September 30, 2011. The Company investé6 fillion during the year end
September 30, 2011 to convert 83 Bcfe of Septerd®eR010 PUD reserves to proved developed resefves.represented 47% of the P
reserves booked at September 30, 2010. The Conipaested an additional $53 million during the yeaded September 30, 2011 to dev
the additional working interests in Covington aRtaD wells that were acquired from EOG Resourcemddiscal 2011.

At September 30, 2012, the Company does not hawaterial concentration of proved undeveloped ressethiat have been on the bc
for more than five years at the corporate levatamntry level. All of the Compang’proved reserves are in the United States. Afielelevel
only at the North Lost Hills Field in Kern Count@alifornia, does the Company have a material canagon of PUD reserves that have b
on the books for more than five years. The Comgaas/reduced the concentration of PUD reservesisrfitdid from 44% of total field lew:
proved reserves at September 30, 2007 to 16% af field level proved reserves at September 30220he PUD reserves in this fi
represent less than 1% of the Company’s provedveset the corporate level. The economics offilegect remain strong and the steflosd
project here is performing well. Drilling of themaining proved undeveloped locations in this fisldcheduled over the next three yea
steam generation capacity is increased and thmsiead here matures.

At September 30, 2012, the Companigxploration and Production segment had deliveryiraitments of 380 Bcf. The Company exp
to meet those commitments through proved resemedshe future development of reserves that areentlyr classified as proved undevelo
reserves and does not anticipate any issues otraons that would prevent the Company from meetirgge commitments.
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The following is a summary of certain oil and gafoirmation taken from Senesatrecords. All monetary amounts are express
U.S. dollars.

Production
For The Year Ended September 3(
2012 2011 2010
United States
Appalachian Regio
Average Sales Price per Mcf of G $ 2.713) $ 4.37(3) $ 4.953)
Average Sales Price per Barrel of | $ 93.9¢ $86.5¢ $75.81
Average Sales Price per Mcf of Gas (after hedg $ 4.1¢ $ 5.24 $ 6.1¢
Average Sales Price per Barrel of Qil (after hegy $ 93.9¢ $86.5¢ $75.81
Average Production (Lifting) Cost per Mcf Equivaleri Gas and Oil Produce $ 0.653) $ 0.553) $ 0.753)
Average Production per Day (in MMcf Equivalent cdiszand Oil Produce 172(3) 11&(3) 45(3)
West Coast Reqio
Average Sales Price per Mcf of G $ 3.4 $ 4.5¢ $ 4.81
Average Sales Price per Barrel of | $107.1: $96.4¢ $71.7%(2)
Average Sales Price per Mcf of Gas (after hedg $ 5.7C $ 7.1¢ $ 7.0z
Average Sales Price per Barrel of Oil (after hedy $ 90.8¢ $80.51 $74.8¢(2)
Average Production (Lifting) Cost per Mcf Equivaleri Gas and Oil Produce $ 1.9¢ $ 2.0¢€ $ 1.71(2)
Average Production per Day (in MMcf Equivalent cdiszand Oil Producet 56 53 54(2)
Gulf Coast Reqiol
Average Sales Price per Mcf of C N/M $ 5.02 $ 5.22
Average Sales Price per Barrel of | N/M $88.51 $76.51
Average Sales Price per Mcf of Gas (after hedg N/M $ 5.5C $ 5.51
Average Sales Price per Barrel of Oil (after hedy N/M $88.51 $77.1¢
Average Production (Lifting) Cost per Mcf Equivaleri Gas and Oil Produce N/M $ 1.5¢ $ 1.1¢
Average Production per Day (in MMcf Equivalent cdiszand Oil Produce N/M 25(2) 37
Total Company
Average Sales Price per Mcf of C $ 2.7¢ $ 4.4: $ 5.01
Average Sales Price per Barrel of ! $106.9° $95.7¢ $72.5¢
Average Sales Price per Mcf of Gas (after hedg $ 4.2i $ 5.3¢ $ 6.04
Average Sales Price per Barrel of Oil (after hedy $ 90.8¢ $81.1: $75.2¢
Average Production (Lifting) Cost per Mcf Equivaleri Gas and Oil Produce $ 1.0C $ 1.0¢ $ 1.24
Average Production per Day (in MMcf Equivalent adiszand Oil Produce 22¢ 18t 13€

(1) The Gulf Coast Regic's off-shore properties were sold in April 20:

(2) The Midway Sunset North fields (which exceeded 1&f%otal reserves at 9/30/2010) contributed 25 Mdaf production per day, at
average sales price (per bbl) of $69.68 ($75.7 &ktdging) for 2010. Lifting cost (per Mcfe) wak %0 for 2010

(3) The Marcellus Shale fields (which exceed 15% ddltoéserves at 9/30/2012, 9/30/2011 and 9/30/26d8fibuted 152 MMcfe, 97 MMc
and 20 MMcfe of daily production in 2012, 2011 &€d.0, respectively. The average sales price (pde)Meas $2.67 ($3.66 after hedgi
in 2012, $4.34 ($4.6
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after hedging) in 2011 and $4.56 in 2010. The Camgpdd not hedge Marcellus Shale production du@0d0. The average lifting co
(per Mcfe) were $0.61 in 2012, $0.48 in 2011 and%0n 2010

Productive Wells

Appalachian West Coast
Region Region Total Company
At September 30, 201. Gas Qil Gas Oil Gas Qil
Productive Wells — Gross 3,01¢ 2 1,64¢ 3,01¢ 1,651

Productive Well— Net 2,961 2 1,60¢ 2,961 1,611

Developed and Undeveloped Acreage

West

Appalachian Coast Total
At September 30, 201: Region Region Company
Developed Acreag
— Gross 536,49: 14,37( 550,86
— Net 526,81. 11,47¢ 538,29:
Undeveloped Acreac
— Gross 401,42: 28,17: 429,59!
— Net 382,99¢ 9,911 392,90¢
Total Developed and Undeveloped Acre
— Gross 937,91t 42,54 980,45¢
— Net 909,81( 21,39( 931,20(

As of September 30, 2012, the aggregate amountasdsgundeveloped acreage expiring in the next theses and thereafter are
follows: 10,532 acres in 2013 (5,516 net acresBA2 acres in 2014 (4,907 net acres), 22,934 ati2’15 (15,646 net acres), and 60,039 ¢
thereafter (54,832 net acres). The remaining 334gréss acres (312,008 net acres) represenexpining oil and gas rights owned by
Company.

Drilling Activity

Productive Dry
For the Year Ended September 3! 2012 2011 2010 2012 2011 2010
United States
Appalachian Regio
Net Wells Complete:
— Exploratory 7.0C 13.0C 33.0( — — 2.0C
— Developmen 50.5C  48.7¢ 13158 2.0C — 3.0C
West Coast Reqio
Net Wells Complete:
— Exploratory — 0.2t — — — —
— Developmen 56.9¢ 43.31 41.72 — — —
Gulf Coast Regiol
Net Wells Complete:
— Exploratory — — 0.2¢ — — —
— Developmen — 0.4C — — — —
Total Company
Net Wells Complete:
— Exploratory 7.0C 13.2¢ 33.2¢ — — 2.0C
— Developmen 107.4¢ 92.47 173.27 2.0C — 3.0C
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Present Activities

West
Appalachian Coast Total
At September 30, 201: Region Regior Company
Wells in Process of Drilling(1
— Gross 83.0( 1.0C 84.0(
— Net 60.5( 0.1: 60.6:

(1) Includes wells awaiting completio

Item 3 Legal Proceeding:

On November 14, 2012, the PaDEP sent a draft Comsssessment of Civil Penalty (“Draft Consentt) a subsidiary of Midstrez
Corporation. The Draft Consent offers to settleiouss alleged violations of the Pennsylvania Cletredé®ns Law and the PaDEPrules an
regulations regarding erosion and sedimentatiortrabif the Company would consent to a civil pegalfthe amount of the penalty soughi
the PaDEP is in no way material to the Company dxtieeds a $100,000 threshold set forth in SEC aéignk for disclosure of cert:
environmental proceedings. The Company disputesyrofithe alleged violations and will vigorously defl its position in negotiations w
the PaDEP. The alleged violations occurred durimgstruction of the CompanyTrout Run Gathering System following historicnfail anc
flooding in the fall of 2011. As of September 3012, the Company has spent approximately $80.1omilh constructing this project.

For a discussion of various environmental and othatters, refer to Part I, Item 7, MD&A and Itena8 Note | —Commitments ar
Contingencies. In addition to these matters, then@amy is involved in other litigation and regulatanatters arising in the normal courst
business. These other matters may include, for pbmmegligence claims and tax, regulatory or othevernmental audits, inspectic
investigations or other proceedings. These maittexrg involve state and federal taxes, safety, caanpé with regulations, rate base, co:
service, and purchased gas cost issues, amongtbihgs. While these normaburse matters could have a material effect onimgsrand cas
flows in the quarterly and annual period in whibkit are resolved, they are not expected to charagerialy the Companyg’ present liquidit
position, nor are they expected to have a matadatrse effect on the financial condition of ther(any.

ltem 4 Mine Safety Disclosure

Not Applicable.
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PART Il
ltem 5 Market for the Registrar's Common Equity, Related Stockholder Matters argslier Purchases of Equity Securities

Information regarding the market for the Compangbmmon equity and related stockholder mattergaygpunder Item 12 at Secu
Ownership of Certain Beneficial Owners and Managamed Related Stockholder Matters, Item 8 at Nfote Capitalization and Shotterrr
Borrowings, and at Note M — Market for Common Stackl Related Shareholder Matters (unaudited).

On July 2, 2012, the Company issued a total of @ @%egistered shares of Company common stocketamitie nonemployee directo
of the Company then serving on the Board of Dinectif the Company, 450 shares to each such direslioof these unregistered shares v
issued under the Company’s 2009 Non-Employee Qirdetjuity Compensation Plan as partial considemdtio such directorsservices durin
the quarter ended September 30, 2012. These ttarsawere exempt from registration under Secti®) 4f the Securities Act of 1933,
transactions not involving a public offering.

Issuer Purchases of Equity Securities

Total Number Maximum Number
of Shares

Puch’;gre:s;d as of Shares

) Publicly Announcec “?étwézy
Total Number Average Price Purchased Under
Share Repurchase Share Repurchas¢

of Shares Paid per Plans or Plans or

Period Purchased(a) Share Programs Programs(b)

July 1-31, 2012 7,40¢ $ 49.5¢ — 6,971,01!
Aug. 1-31, 2012 6,89 $ 50.7i — 6,971,01!
Sept. -30, 2012 11,22¢ $ 52.8¢ — 6,971,01!
Total 25,53! $ 51.3¢ — 6,971,01!

(a) Represents (i) shares of common stock of theagamy purchased on the open market with Companytchiray contributions’for the
accounts of participants in the Company01(k) plans, and (ii) shares of common stockhef Company tendered to the Compan'
holders of stock options, SARs or shares of rdstlictock for the payment of option exercise pricesapplicable withholding taxe
During the quarter ended September 30, 2012, threp@ny did not purchase any shares of its commock gparsuant to its public
announced share repurchase program. Of the 25tBB&sspurchased other than through a publicly amrenlishare repurchase progt
21,471 were purchased for the Compand01(k) plans and 4,060 were purchased as a dsshiares tendered to the Company by ho
of stock options, SARs or shares of restrictedkst

(b) In September 2008, the Company’s Board of Dinscauthorized the repurchase of eight millionresaf the Compang’common stoc
The repurchase program has no expiration date Cdmepany, however, stopped repurchasing sharesSdgember 17, 2008. Since !
time, the Company has increased its emphasis ocdiias Shale development and pipeline expansionsueh, the Company does
anticipate repurchasing any shares in the nearefl
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Performance Graph

The following graph compares the Compangbmmon stock performance with the performandd®fS&P 500 Index, the PHLX Utili
Sector Index and the SIG Oil Exploration & Prodagtiindex for the period September 30, 2007 thro8gptember 30, 2012. The gr:
assumes that the value of the investment in thepg@aogis common stock and in each index was $100 on Ségeted®, 2007 and that
dividends were reinvested.

Comparison of Five-Year Cumulative Total Returns
Fiscal Years 2008-2012

5175
150
5125 1
1
575 4
£50
2007 IR 20HR 2010 2011 2012
Mutional Foel 51K} 5108 5104 121 5116 5153
S P SO0 Tindex 1) TR 873 L 1.1 R Fl05
PHLX Utiliny Sector Index (LTTY) S0 87 61 00 3101 sz
S0 Ul Explomation & Froduction Index (EPX) hLE] 104 847 S1iks i) 5115
== Matiomal Fuel —= SE P 500 Index =l PHLX Uility Sector lsdex (7T — 510G Ol Explosation & Production Index (EPX)

Source: Bloomberg

The performance graph above is furnished and teat for purposes of Section 18 of the Securitieshaxnge Act of 1934 and will not
incorporated by reference into any registrationestent filed under the Securities Act of 1933 uslspecifically identified therein as be
incorporated therein by reference. The performamaph is not soliciting material subject to RegolatL4A.
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ltem 6 Selected Financial Dat:

Summary of Operations

Operating Revenue

Operating Expense
Purchased Ge
Operation and Maintenan
Property, Franchise and Other Ta
Depreciation, Depletion and Amortizati
Impairment of Oil and Gas Producing Proper

Operating Incom
Other Income (Expense
Gain on Sale of Unconsolidated Subsidia
Impairment of Investment in Partners|
Other Income
Interest Incom:
Interest Expense on Lo-Term Debt
Other Interest Expen:
Income from Continuing Operations Before Incomeds
Income Tax Expens
Income from Continuing Operatiol
Discontinued Operation
Income (Loss) from Operations, Net of T
Gain on Disposal, Net of Te
Income (Loss) from Discontinued Operations, NeTax
Net Income Available for Common Sto

Per Common Share Data
Basic Earnings from Continuing Operations per Com
Share
Diluted Earnings from Continuing Operations per
Common Shar
Basic Earnings per Common Share
Diluted Earnings per Common Share
Dividends Declare:
Dividends Paic
Dividend Rate at Ye-End
At September 3(
Number of Registered Shareholder:

Year Ended September 3(

2012

2011

2010

2009

2008

(Thousands, except per share amounts and number re#gistered shareholders

$1,626,85.  $1778,84  $1,760,50.  $2,051,54  $2,396,83
415,58 628,73 658,43 997,21 1,238,40!
401,39 400,51 394,56 401,20( 429,39
90,28¢ 81,90: 75,85: 72,10: 75,52t
271,53( 226,52 191,19¢ 170,62 169,84

— — — 182,81 —
1,178,80- 1,337,68 1,320,05. 1,823,94' 1,913,17!
448,04 441,16. 440,45 227,59 483,66

— 50,87¢ — — —

— — — (1,802 —
5,13: 5,947 6,12¢ 11,56¢ 13,46"
3,68¢ 2,91¢ 3,72¢ 5,77¢ 10,81¢
(82,00%) (73,567 (87,190 (79,419 (70,099
(4,23%) (4,55¢) (6,756) (7,370 (3,27))
370,63 422,78: 356,36( 156,34: 434,57
150,55¢ 164,38 137,22° 52,85¢ 167,67:
220,07 258,40; 219,13 103,48« 266,90

— — 47¢ (2,776) 1,821

— — 6,31( — —

— — 6,78( (2,776) 1,821
$ 220,07 $ 25840. $ 22591: $ 100,70¢ $ 268,72
$ 268 $ 31z $ 27 $ 128 $ 3.2
$ 262 $ 300 $ 268 $ 126 $  3.1¢
$ 268 $ 31: $ 276 $ 12 $ 327
$ 262 $ 300 $ 27 $ 122 $§ 3.1
$ 144 $ 14 $ 136 $ 132 0§ 1.27
$ 14z $ 13 $ 13 $ 131 $ 1.2
$ 146 $  14: $ 136 $ 134 $ 1.3
13,80( 14,35¢ 15,54¢ 16,09¢ 16,54+




Table of Contents

Year Ended September 3(

2011
2012 2010 2009 2008
(Thousands, except per share amounts and number régistered shareholders’

Net Property, Plant and Equipment

Utility $1,217,43. $1,189,03I $1,165,24! $1,144,00: $1,125,85!
Pipeline and Storag 1,069,07! 954,55 858,23 839,42: 826,52¢
Exploration and Productic 2,273,033 1,753,19. 1,338,95 1,041,84 1,095,96!
Energy Marketing 1,53( 85C 43€ 71 98
All Other(2) 173,51« 97,22¢ 81,10 101,10: 98,33¢
Corporate 5,22¢ 5,66¢ 6,26 6,91F 7,317
Total Net Plan $4,739,80: $4,000,52. $3,450,22! $3,133,36: $3,154,101
Total Assets $5,935,14: $5,221,08. $5,047,05. $4,769,12! $4,130,18
Capitalization
Comprehensive Sharehold’ Equity $1,960,09! $1,891,88! $1,745,97. $1,589,23 $1,603,59!
Long-Term Debt, Net of Current Portic 1,149,001 899,00 1,049,001 1,249,001 999,00(
Total Capitalizatior $3,109,09! $2,790,88! $2,794,97. $2,838,23i $2,602,59!

(1) Includes discontinued operatiol
(2) Includes net plant of landfill gas discontinued gtiens as follows: $0 for 2012, 2011 and 20102$6,for 2009 and $11,870 for 20(

ltem 7 Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations

OVERVIEW

The Company is a diversified energy company andrtedinancial results for four business segmeR&fer to Item 1, Business, fo

more detailed description of each of the segmédts. tem 7, MD&A, provides information concerning:

1.

The critical accounting estimates of the Comp:

2. Changes in revenues and earnings of the Comparer timel headin¢* Results of Operatior”

3. Operating, investing and financing cash flows urtderheadin(* Capital Resources and Liquidi”
4,
5
6

Off-Balance Sheet Arrangemen

. Contractual Obligations; ar

. Other Matters, including: (a) 2012 and project2@l3 funding for the Company’s pension and othestqetirement benefit

(b) disclosures and tables concerning market resisisive instruments; (c) rate and regulatory mstia the Compang New York
Pennsylvania and FERC regulated jurisdictions;efd)ironmental matters; and (e) new authoritativeoanting and financial reporti
guidance

The information in MD&A should be read in conjurmtiwith the Company’s financial statements in I this report.
For the year ended September 30, 2012 comparée tgetar ended September 30, 2011, the Companyienped a decrease in earni

of $38.3 million. The earnings decrease is prirgatile to the recognition of a gain on the salerafamsolidated subsidiaries of $50.9 mil
($31.4 million after tax) during the quarter endeidrch 31, 2011 in the All Other category that didt mecur during the year enc
September 30, 2012. In February 2011, the Compaltyits 50% equity method investments in Senecarggnand Model City for $59
million. Seneca Energy and Model City generate s@ltielectricity using methane gas obtained frondféls owned by outside parties. 1
sale was the result of the Company’s strategy teymithe sale of
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smaller, noncore assets in order to focus on its core busisesseluding the development of the Marcellus Shaid the expansion of
pipeline business throughout the Appalachian redianver earnings in the Exploration and Producsegment, Utility segment and Ene
Marketing segment also contributed to the decr@asarnings, partly offset by higher earnings ie Bipeline and Storage segment. For fu
discussion of the Company’s earnings, refer taRsults of Operations section below.

The Companys natural gas reserve base has grown substantiakigent years due to its development of reservése Marcellus Shal
a Middle Devoniarage geological shale formation that is presentiyeamile or more below the surface in the Appalashregion of th
United States, including much of Pennsylvania aodtteern New York. The Company controls the natgas interests associated v
approximately 775,000 net acres within the MarcelBhale area, with a majority of the interests lirlfee, carrying no royalty and no le
expirations. Natural gas proved developed and wridped reserves in the Appalachian region increfreet 607 Bcf at September 30, 201
925 Bcf at September 30, 2012. The Company hag sfgrficant amounts of capital in this regionateld to the development of such rese
For the year ended September 30, 2012, the Compdixgloration and Production segment had capitpéeditures of $630.9 million in t
Appalachian region, of which $567.9 million was spwwards the development of the Marcellus Shatevever, while the Company rema
focused on the development of the Marcellus Shhecurrent low natural gas price environment lased the Company to reduce its ca
spending plans for fiscal 2013. The Companfiscal 2013 estimated capital expenditures in Alppalachian region are expected tc
approximately $405.3 million. Despite the reductinrcapital expenditures, forecasted productiotha Appalachian region for fiscal 2011
expected to be in the range of 75 to 85 Bcfe, amfactual production of 63 Bcfe in fiscal 2012.

While the Company’s development of its Marcellusi8hacreage in the Exploration and Production segimes slowed, the Compagy’
Pipeline and Storage segment continues to builélipi gathering and transmission facilities to atnMarcellus Shale production w
existing pipelines in the region and is pursuing development of additional pipeline and storagmciy in order to meet anticipated dem
for the large amount of Marcellus Shale producggpected to come on-line in the months and yeacsitwe. One such project, Empséliog:
County Extension Project, was placed in servicdawember 2011. Supply CorporatisriNorthern Access expansion project is also cornet
significant. Just like the Tioga County ExtensiomjEct, the Northern Access expansion project sigihed to receive natural gas prodt
from the Marcellus Shale and transport it to Canadd the Northeast United States to meet growingaahel in those areas. Initial sen
through the Northern Access expansion project begahovember 1, 2012, with full service expectedthy end of December 2012. Th
projects, which are further discussed in the IrmigsCash Flow section that follows, have or wilNatve significant capital expenditures.

From a capital resources perspective, the Compasayangely been able to meet its capital expereligeds for all of the above proje
by using cash from operations as well as short-t#bt. In addition, the ComparsyDecember 2011 issuance of $500.0 million of 4.9@k6:
due in December 2021 enhanced its liquidity positio meet these needs. On January 6, 2012, the @ogmeplaced its $300.0 milli
committed credit facility with an Amended and RéstlaCredit Agreement totaling $750.0 million thatemds to January 6, 2017. Gc¢
forward, the Company plans to continue its usehaofrtsterm debt and expects to issue ldegn debt in fiscal 2013 to help meet its ca
expenditure needs as well as to replace long-tedoh tthat matures in March 2013.

The well completion technology referred to as huticafracturing used in conjunction with horizontiilling continues to be debated.
Pennsylvania, where the Company is focusing itscelars Shale development efforts, the permittind segulatory processes seem to stri
balance between the environmental concerns assdaiath hydraulic fracturing and the benefits afreased natural gas production. Hydre
fracturing is a well stimulation technique that teeen used for many years, and in the Comaayperience, one that the Company beli
has little negative impact to the environment. Nbakess, the potential for increased state or &ddegulation of hydraulic fracturing cot
impact future costs of drilling in the Marcellusah and lead to operational delays or restrictidimere is also the risk that drilling could
prohibited on certain acreage that is prospectivéife Marcellus Shale. Please refer to the Rigitdfa section above for further discussion.
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CRITICAL ACCOUNTING ESTIMATES

The Company has prepared its consolidated finasté&ments in conformity with GAAP. The prepanatad these financial stateme
requires management to make estimates and assusphiat affect the reported amounts of assetsiahilities and disclosure of conting:
assets and liabilities at the date of the finanstalements and the reported amounts of revenukesxenses during the reporting period. Ac
results could differ from those estimates. In thent estimates or assumptions prove to be diffdrent actual results, adjustments are mau
subsequent periods to reflect more current infoionafThe following is a summary of the Compasyost critical accounting estimates, wi
are defined as those estimates whereby judgmenisaartainties couldffect the application of accounting policies andtenially differen
amounts could be reported under different conditionusing different assumptions. For a compleseuwtision of the Comparsysignifican
accounting policies, refer to Item 8 at Note A —nBoary of Significant Accounting Policies.

Oil and Gas Exploration and Development Costsin the Companyg Exploration and Production segment, oil and gempenty
acquisition, exploration and development costscapgtalized under the full cost method of accountidnder this accounting methodology
costs associated with property acquisition, expionaand development activities are capitalized|uding internal costs directly identified w
acquisition, exploration and development activitiBlse internal costs that are capitalized do noluihe any costs related to production, ger
corporate overhead, or similar activities. The Campdoes not recognize any gain or loss on the @alether disposition of oil and ¢
properties unless the gain or loss would signifigaalter the relationship between capitalized soabhd proved reserves of oil and
attributable to a cost center.

The Company believes that determining the amourth®fCompanys proved reserves is a critical accounting estinfateved reserv
are estimated quantities of reserves that, basedeotogic and engineering data, appear with reddenezertainty to be producible un
existing economic and operating conditions. Sudimases of proved reserves are inherently impreaiseé may be subject to substar
revisions as a result of numerous factors including not limited to, additional development adiiyievolving production history and contin
reassessment of the viability of production undarying economic conditions. The estimates involuedietermining proved reserves
critical accounting estimates because they sentheabasis over which capitalized costs are depleteler the full cost method of accoun
(on a units-ofproduction basis). Unproved properties are exclufileth the depletion calculation until proved ressnare found or it
determined that the unproved properties are impaié# costs related to unproved properties aréenged quarterly to determine if impairm
has occurred. The amount of any impairment is fegired to the pool of capitalized costs being ained

In addition to depletion under the unitsymiduction method, proved reserves are a major oosmt in the SEC full cost ceiling test.
full cost ceiling test is an impairment test prédsed by SEC Regulation S-X Rulel®d. The ceiling test, which is performed each ar
determines a limit, or ceiling, on the amount obperty acquisition, exploration and developmenticdlsat can be capitalized. The cei
under this test represents (a) the present val@stohated future net cash flows, excluding futtash outflows associated with settling a
retirement obligations that have been accrued enblance sheet, using a discount factor of 10%chwis computed by applying
unweighted arithmetic average of the first dayhaf month oil and gas prices for each month withstivelvemonth period prior to the end
the reporting period (as adjusted for hedging)siingated future production of proved oil and gaserees as of the date of the latest bal
sheet, less estimated future expenditures, pluthébyost of unevaluated properties not being degldess (c) income tax effects related tc
differences between the book and tax basis of tbpepties. The estimates of future production ardré expenditures are based on inte
budgets that reflect planned production from curmealls and expenditures necessary to sustain &utahe production. The amount of -
ceiling can fluctuate significantly from period period because of additions to or subtractions fppaved reserves and significant fluctuati
in oil and gas prices. The ceiling is then compaiedhe capitalized cost of oil and gas propertess accumulated depletion and rel
deferred income taxes. If the capitalized costsiloind gas properties less accumulated depletidrrelated deferred taxes exceeds the ci
at the end of any fiscal quarter, a non-cash impait charge must be recorded to
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write down the book value of the reserves to tipe@sent value. This natash impairment cannot be reversed at a later iflte ceiling
increases. It should also be noted that a casht impairment to write down the book value of tagerves to their present value in any g
period causes a reduction in future depletion expeAt September 30, 2012, the ceiling exceedebtdbk value of the Compars/bil and ga
properties by approximately $55.3 million. The m&nth average of the first day of the month primedrude oil for each month during 20
based on posted Midway Sunset prices, was $10®08ld. The 12month average of the first day of the month primerfatural gas for ea
month during 2012, based on the quoted Henry Hualb gpice for natural gas, was $2.83 per MMBtu. @et Because actual pricing of 1
Companys various producing properties varies dependintheir location and hedging, the actual variousgsiceceived for such product
is utilized to calculate the ceiling, rather thae Midway Sunset and Henry Hub prices, which atg orlicative of 12month average pric
for 2012.) If natural gas average prices used énctiling test calculation at September 30, 20X2b&en $1 per MMBtu lower, the book ve
of the Companys oil and gas properties would have exceeded titiagdy approximately $173.9 million, which woulthve resulted in «
impairment charge. If crude oil average prices updtie ceiling test calculation at September 3, 2had been $5 per Bbl lower, the cei
would have exceeded the book value of the Compamiy'and gas properties by approximately $10.3onilwhich would not have resulted
an impairment charge. If both natural gas and caitlaverage prices used in the ceiling test cakboh at September 30, 2012 were lowe
$1 per MMBtu and $5 per Bbl, respectively, the baahue of the Companyg’ oil and gas properties would have exceeded thiagdy
approximately $221.3 million, which would have ri¢ed in an impairment charge. These calculated aatsoare based solely on price chai
and do not take into account any other changdsetaeiling test calculation.

It is difficult to predict what factors could lead future impairments under the SECHull cost ceiling test. As discussed ab
fluctuations in or subtractions from proved ressraad significant fluctuations in oil and gas psit@ve an impact on the amount of the ce
at any point in time.

In accordance with the current authoritative gu@afor asset retirement obligations, the Compangrds an asset retirement obliga
for plugging and abandonment costs associated thvgHExploration and Production segmenttude oil and natural gas wells and capita
such costs in property, plant and equipment (he.ftll cost pool). Under the current authoritatjneidance for asset retirement obligatis
since plugging and abandonment costs are alreatlydied in the full cost pool, the units-pfeduction depletion calculation excludes from
depletion base any estimate of future pluggingatrahdonment costs that are already recorded ifulifest pool.

As discussed above, the full cost method of acéogrgrovides a ceiling to the amount of costs et be capitalized in the full ¢
pool. In accordance with current authoritative gmice, the future cash outflows associated withghgyand abandoning wells are exclu
from the computation of the present value of edtthduture net revenues for purposes of the fudt ceiling calculation.

Regulation. The Company is subject to regulation by certaitte and federal authorities. The Company, ittty and Pipeline an
Storage segments, has accounting policies whiciooonto the FASB authoritative guidance regardirapaanting for certain types
regulations, and which are in accordance with theoanting requirements and ratemaking practiceshef regulatory authorities. T
application of these accounting principles for artypes of rateegulated activities provide that certain actuahoticipated costs that wot
otherwise be charged to expense can be deferrezjaktory assets, based on the expected reconmerydustomers in future rates. Likew
certain actual or anticipated credits that woulteovise reduce expense can be deferred as reguliatoilities, based on the expected flowb
to customers in future rates. Managemeassessment of the probability of recovery or gassigh of regulatory assets and liabilities reeg
judgment and interpretation of laws and regulatmmnmission orders. If, for any reason, the Comparases to meet the criteria for applice
of regulatory accounting treatment for all or pafrits operations, the regulatory assets and ltasl related to those portions ceasing to |
such criteria would be eliminated from the balasheet and included in the income statement foptréod in which the discontinuance
regulatory accounting treatment occurs. Such ansowould be classified as an extraordinary item. flaather discussion of the Compasy’
regulatory assets and liabilities, refer to Itemt 8lote C — Regulatory Matters.
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Accounting for Derivative Financial Instruments.The Company, in its Exploration and ProducBegment, Energy Marketing segm
and Pipeline and Storage segment, uses or hasauseikty of derivative financial instruments tomage a portion of the market risk associ
with fluctuations in the price of natural gas amdde oil. These instruments are categorized ag giap agreements and futures contrac
accordance with the authoritative guidance forwdgive instruments and hedging activities, the Canypaccounted for these instrument
effective cash flow hedges or fair value hedgesn&ar losses associated with the derivative fir@rnnstruments are matched with gain
losses resulting from the underlying physical teaxti®n that is being hedged. To the extent thattrévative financial instruments would e
be deemed to be ineffective based on the effeatsgtesting, mark-torarket gains or losses from the derivative findriaistruments would k
recognized in the income statement without rega@htunderlying physical transaction.

The Company uses both exchange-traded and non regetraded derivative financial instruments. The Conypdallows the
authoritative guidance for fair value measuremeAss.such, the fair value of such derivative finahdhstruments is determined under
provisions of this guidance. The fair value of exche traded derivative financial instruments issdeined from Level 1 inputs, which i
quoted prices in active markets. The Company détesnthe fair value of non exchangiaded derivative financial instruments based ¢
internal model, which uses both observable and semable inputs other than quoted prices. Thesatsngre considered Level 2 or Lev:
inputs. All derivative financial instrument assetsd liabilities are evaluated for the probability default by either the counterparty or
Company. Credit reserves are applied against thedhues of such assets or liabilities. Refettte tMarket Risk Sensitive Instruments&ctior
below for further discussion of the Company’s dative financial instruments.

Pension and Other Post-Retirement BenefitsThe amounts reported in the Companfjhancial statements related to its pension
other postretirement benefits are determined on an actubsals, which uses many assumptions in the calouladf such amounts. The
assumptions include the discount rate, the expe@®dan on plan assets, the rate of compensatiorease and, for other pasttiremen
benefits, the expected annual rate of increasericg@pita cost of covered medical and prescripgtiemefits. The Company utilizes a yield ct
model to determine the discount rate. The yield/eus a spot rate yield curve that provides a zengpon interest rate for each year intc
future. Each yeas' anticipated benefit payments are discountedeafi$isociated spot interest rate back to the measatedate. The discol
rate is then determined based on the spot intea¢stthat results in the same present value wheliedpto the same anticipated ber
payments. The expected return on plan assets agesunysed by the Company reflects the anticipated)dterm rate of return on the plan’
current and future assets. The Company utilize®iidgl investment data, projected capital marlatditions, and the plas’target asset cle
and investment manager allocations to set the gstsumregarding the expected return on plan as€#tanges in actuarial assumptions
actuarial experience, including deviations betwaetual versus expected return on plan assets, t@we a material impact on the amour
pension and posttirement benefit costs and funding requiremerpegenced by the Company. However, the Compang@spo recover
substantial portion of its net periodic pension atiger postetirement benefit costs attributable to employieeits Utility and Pipeline ar
Storage segments in accordance with the applicabldatory commission authorization, subject toligable accounting requirements for rate
regulated activities, as discussed above underifRggn.”

Changes in actuarial assumptions and actuarialriexye could also have an impact on the benefigatibn and the funded status relz
to the Company’s pension and other post-retirenbemefits and could impact the Companygquity. For example, the discount rate
changed from 4.50% in 2011 to 3.50% in 2012. Thenge in the discount rate from 2011 to 2012 in@eéake Retirement Plan projec
benefit obligation by $118.8 million and the accuated postetirement benefit obligation by $65.6 million. @thexamples include acti
versus expected return on plan assets, which haspatt on the funded status of the plans, andahetrsus expected benefit payments, w
has an impact on the pension plan projected beutgfigation and the accumulated postirement benefit obligation. For 2012, the actreélirr
on plan assets exceeded the expected return, whplbved the funded status of the Retirement Plan
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($51.3 million) as well as the VEBA trusts and 4@)1éccounts ($34.6 million). The actual versus eige benefit payments for 2012 caus
decrease of $2.4 million to the accumulated peStement benefit obligation. In calculating th®jected benefit obligation for the Retirem
Plan and the accumulated postirement obligation, the actuary takes into aotdhe average remaining service life of activeipgrants. Th
average remaining service life of active particigais 8 years for the Retirement Plan and 7 yearshiose eligible for other posttiremen
benefits. For further discussion of the Companyesgion and other posttirement benefits, refer to Other Matters in thém 7, whicl
includes a discussion of funding for the currergryand to Item 8 at Note H — Retirement Plan atiteOPost Retirement Benefits.

RESULTS OF OPERATIONS
EARNINGS
2012 Compared with 2011

The Companys earnings were $220.1 million in 2012 compared wiarnings of $258.4 million in 2011. The decremsearnings ¢
$38.3 million is primarily the result of lower eamgs in the All Other category, Exploration and dRrotion segment, Utility segment ¢
Energy Marketing segment. Higher earnings in theelie and Storage segment and a lower loss i€ttporate category partly offset th
decreases. In the discussion that follows, all art®used in the earnings discussions are &dteemounts, unless otherwise noted. Ear
were impacted by the following events in 2012 a@#i12

2012 Events

» The elimination of Supply Corporation’s other postirement regulatory liability of $12.8 millioncerded in the Pipeline and Stor.
segment, as specified by Supply Corporé's rate case settlement; ¢

* A natural gas impact fee imposed by the CommonWwedIPennsylvania in 2012 on the drilling of welisthe Marcellus Shale by t
Exploration and Production segment. This fee inetu#4.0 million related to wells drilled prior t@22. See further discussion of
impact fee that follows under the head"Exploration and Productic”

2011 Event

* A $50.9 million ($31.4 million after tax) gain ohd sale of unconsolidated subsidiaries as a re§tifte Companys sale of its 50
equity method investments in Seneca Energy and Mgitie

2011 Compared with 2010

The Companys earnings were $258.4 million in 2011 comparedh warnings of $225.9 million in 2010. The Compaay karnings frol
discontinued operations of $6.8 million in 2010 blid not have any earnings from discontinued oparatin 2011. The Company sold
landfill gas operations in the states of Ohio, Mijem, Kentucky, Missouri, Maryland and Indiana iep8&mber 2010. Accordingly, all financ
results for those operations, which were part efAll Other category, have been presented as disemu operations. The Compasyearning
from continuing operations were $258.4 million 812 and $219.1 million in 2010. The increase imiegys from continuing operations
$39.3 million was primarily the result of highemeiags in the Exploration and Production segmeunt e All Other category. The increas:
the All Other category was due to the gain on sélthe Companys 50% equity method investments in Seneca EnerdyMadel City. Thi
Utility segment also contributed to the increases@rnings. Lower earnings in the Pipeline and $®rsegment and a higher loss in
Corporate category slightly offset these increa&asnings from continuing operations and discortthoperations were also impacted by
following event in 2010:
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2010 Event

* A $6.3 million gain on the sale of the Companyandfill gas operations, which was completed @pt8mber 2010. This amoun

included in earnings from discontinued operatic

Earnings (Loss) by Segment

Utility
Pipeline and Storac
Exploration and Productic
Energy Marketing
Total Reported Segmer
All Other
Corporate
Total Earnings from Continuing Operatic
Earnings from Discontinued Operatic
Total Consolidate

UTILITY
Revenues

Utility Operating Revenues

Retail Revenues
Residentia
Commercia
Industrial

Off-System Sale
Transportatior
Other

Utility Throughput — million cubic feet (MMcf)

Retail Sales
Residentia
Commercia
Industrial

Off-System Sale
Transportatior

Year Ended September 3(

2012 2011 2010
(Thousands)
$ 58,59( $ 63,22¢ $ 62,47
60,527 31,51 36,70:
96,49¢ 124,18¢ 112,53:
4,16¢ 8,801 8,81¢
219,78« 227,73: 220,52:
6,86¢ 38,50: 3,39¢
(6,575 (7,837 (4,786)
220,07 258,40: 219,13:
— — 6,78(
$220,07 $258,40. $225,91.
Year Ended September 3(
2012 2011 2010
(Thousands)
$493,35¢ $603,83¢ $583,44:
61,31« 80,81: 81,11(
5,35¢ 5,84¢ 5,69
560,02° 690,49¢ 670,25(
27,01( 33,96¢ 29,13t
122,31¢ 123,72¢ 109,67:
9,76¢ 4,30( 10,73(
$719,12; $852,49! $819,79(
Year Ended September 3(

2012 2011 2010
47,03¢ 57,46¢ 54,01
6,682 8,517 8,20:
837 725 64€
54,55¢ 66,70¢ 62,86
9,54« 7,151 5,89¢
61,02; 66,27 60,10¢
125,12¢ 140,13( 128,86!
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Degree Days

Percent (Warmer)

Colder Than
Prior
Year Ended September 3( Normal Actual Normal Year
2012(1): Buffalo 6,72¢ 5,29¢ (21.9%  (21.6%
Erie 6,271 4,99¢ (209)%  (21.9%
2011(2): Buffalo 6,69: 6,751 0.S% 7.%%
Erie 6,24: 6,35¢ 1.€% 6.%%
2010(3): Buffalo 6,69z 6,29: (6.0% (6.1)%
Erie 6,247 5,947 (4.7% (3.79)%

(1) Percents compare actual 2012 degree days to noegate days and actual 2012 degree days to adliald=gree days. Normal dec
days for 2012 reflect the fact that 2012 was a lesq.

(2) Percents compare actual 2011 degree days to ndegede days and actual 2011 degree days to a@lidldegree day
(3) Percents compare actual 2010 degree days to ndegede days and actual 2010 degree days to a€id@ldegree day

2012 Compared with 2011

Operating revenues for the Utility segment decreé#k83.4 million in 2012 compared with 2011. Thexikase largely resulted fror
$130.5 million decrease in retail gas sales reveane a $7.0 million decrease in sffstem sales revenue. These were patrtially offsat$b.!
million increase in other operating revenues.

The $130.5 million decrease in retail gas salegmags was largely a function of lower volumes (12c®) due to warmer weatt
combined with the recovery of lower gas costs. &cthjo certain timing variations, gas costs ar@evered dollar for dollar in customer ra
See further discussion of purchased gas below uhddreading “Purchased Gas.” The $7.0 million elese in offsystem sales was largely
result of a change in gas purchase strategy wheéddigibution Corporation has eliminated contrattt@mmitments to purchase gas from
southwest region of the United States during theilAprough October time period. With the elimirati of such commitments, there i
corresponding reduction in the ability to condufft fystem sales during that period. Distribution Coaion intends to meet its gas purct
needs through the spot market during the AprilugioOctober time frame. It will continue to maimtaiontractual commitments to purch
gas from the southwest region of the United Stdtesg the November through March time period. Buerofit sharing with retail custome
the margins resulting from offystem sales are minimal and there is not a mhien@act to margins. The $5.5 million increase ihe
operating revenues largely reflects the fact thetd was a downward adjustment to the carryingevaficertain regulatory asset accounts it
fourth quarter of 2011 that did not recur in 2012.

2011 Compared with 2010

Operating revenues for the Utility segment increa$82.7 million in 2011 compared with 2010. Thisrerase largely resulted fron
$20.2 million increase in retail gas sales revenaegl4.1 million increase in transportation revexnwand a $4.8 million increase in gffsten
sales revenue. These were partially offset by 4 ffllion decrease in other operating revenues.

The increase in retail gas sales revenues of $20ldn was largely a function of higher volumes§®3cf) due to colder weather ¢
higher customer usage per account. The increaselimmes resulted in the recovery of a larger amairgas costs, despite a decline in
Utility segments average cost of purchased gas. Subject to ceir@imng variations, gas costs are recovered dédiadollar in customer rate
See further discussion of purchased gas below uhdeneading “Purchased Gashie increase in transportation revenues of $14lllomiwas
primarily due to a 6.2 Bcf increase in transpotiatihroughput, largely the
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result of colder weather and the migration of costs from retail sales to transportation servidee hcrease in offystem sales revenues
largely due to an increase in @&ystem sales volume, which have minimal impact &rgims. The $6.4 million decrease in other opeg
revenues was largely attributable to an adjustritetite carrying value of certain regulatory assebants to a level the Company believes
ultimately be recovered in the rate-setting process

Purchased Gas

The cost of purchased gas is the Comparggle largest operating expense. Annual variatio purchased gas costs are attrik
directly to changes in gas sales volumes, the pofcgas purchased and the operation of purchassdadjmstment clauses. Distribut
Corporation recorded $340.3 million, $460.1 milliand $428.4 million of Purchased Gas expense d@@ig®, 2011 and 2010, respectiv
Under its purchased gas adjustment clauses in Naw &hd Pennsylvania, Distribution Corporation @ allowed to profit from fluctuations
gas costs. Purchased gas expense recorded om#widated income statement matches the revenliested from customers, a componer
Operating Revenues on the consolidated incomenséatie Under mechanisms approved by the NYPSC in Mevk and the PaPUC
Pennsylvania, any difference between actual pusthgas costs and what has been collected fromuiterner is deferred on the consolid;
balance sheet as either an asset, Unrecovered éBertiGas Costs, or a liability, Amounts PayableCtstomers. These deferrals
subsequently collected from the customer or palsaell to the customer, subject to review by the N€R8d the PaPUC. Absent disallowe
of full recovery of Distribution Corporatiog’purchased gas costs, such costs do not impagrafieability of the Company. Purchased
costs impact cash flow from operations due to theng of recovery of such costs versus the actuathmased gas costs incurred durit
particular period. Distribution Corporatianpurchased gas adjustment clauses seek to mitigatampact by adjusting revenues on eith
quarterly or monthly basis.

Currently, Distribution Corporation has contracfedlong-term firm transportation capacity with Supply Cargiton, Empire and sev
other upstream pipeline companies, for ldagn gas supplies with a combination of producem marketers, and for storage service
Supply Corporation and two nonaffiliated companiesaddition, Distribution Corporation satisfiepartion of its gas requirements throi
spot market purchases. Changes in wellhead prepess & direct impact on the cost of purchased gasritiution Corporatiors average cost
purchased gas, including the cost of transportatithstorage, was $5.09 per Mcf in 2012, a decrefa®&% from the average cost of $6.41
Mcf in 2011. The average cost of purchased ga®1i 2vas 10% lower than the average cost of $7.481péin 2010. Additional discussion
the Utility segment’s gas purchases appears uhédndading “Sources and Availability of Raw Matksian Item 1.

Earnings
2012 Compared with 2011

The Utility segmeng earnings in 2012 were $58.6 million, a decredsk4d million when compared with earnings of $6&#lion in
2011. The decrease in earnings is largely attridetéeo warmer weather ($10.1 million) and highepréeiation of $1.3 million (largely tl
result of depreciation adjustments for certain @3s@hese decreases were partially offset by etgo} trueup adjustments of $2.5 milli
(mostly due to adjustments of the carrying valueegjulatory assets discussed above), lower incamexpense of $1.1 million (as a resu
the benefits associated with the tax sharing ageeémith affiliated companies), the positive eagsinmpact of lower interest expense of ¢
million, (largely due to lower interest on defermgais costs), lower property franchise and othexga{ $0.9 million, higher interest income
$0.6 million (due to higher money market investmigaiances) and lower operating expenses of $0IRBm{largely due to decreased bad «
expense). The decrease in property, franchise #rat taxes, which includes FICA taxes, is largelye do lower personnel costs and lo
property taxes (as a result of a decrease in axbessperty values).

The impact of weather variations on earnings inUkikty segment’s New York rate jurisdiction is tigiated by that jurisdictios’ weathe
normalization clause (WNC). The WNC in New York, ialh covers the eightaonth period from October through May, has hadahikzing
effect on earnings for the New York
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rate jurisdiction. In addition, in periods of cotdban normal weather, the WNC benefits the Utiiggmens New York customers. For 20
the WNC preserved earnings of approximately $518anj as the weather was warmer than normal. Bdr12 the WNC reduced earnings
approximately $1.0 million, as the weather was eottian normal.

2011 Compared with 2010

The Utility segmens earnings in 2011 were $63.2 million, an increafs$0.7 million when compared with earnings of $6ahillion in
2010. The increase in earnings is largely attribetato colder weather ($2.4 million) and higher gesgper account ($1.9 million)
Pennsylvania. In addition, earnings were positivelpacted by lower interest expense on deferreccgsis ($1.0 million) and lower operat
expenses ($1.6 million) due to decreased bad dedetnse and personnel costs partially offset bydrigiension expense. These increases
partially offset by various regulatory adjustme(®8.7 million), primarily due to an adjustment tetcarrying value of certain regulatory a
accounts to a level the Company believes will wtially be recovered in the regetting process, an increase in other taxes ($0li@mj, highel
income tax expense ($0.7 million) and higher depten expense ($0.3 million).

For 2010, the WNC preserved earnings of approxilp&te 3 million, as the weather was warmer thammadr

PIPELINE AND STORAGE

Revenues

Pipeline and Storage Operating Revenues

Firm Transportatiol
Interruptible Transportatio

Firm Storage Servic
Interruptible Storage Servi

Other

Pipeline and Storage Throughput — (MMcf)

Firm Transportation
Interruptible Transportatio

2012 Compared with 2011

Operating revenues for the Pipeline and Storagenerefincreased $44.2 million in 2012 as compareith @D11. The increase w
primarily due to an increase in transportation nexes of $30.1 million and an increase in storagemees of $1.2 million. The increase
transportation revenues was largely due to newraotst for transportation service on Supply Corponas Line N Expansion Project, whi

Year Ended September 3(

2012 2011 2010
(Thousands)

$164,65: $134,65: $139,32
1,431 1,341 1,86:
166,08: 135,99¢ 141,18
67,92¢ 66,71: 66,59:
7 19 78
67,93¢ 66,73 66,67
25,25¢ 12,38¢ 11,02¢
$259,27! $215,10¢ $218,88:

Year Ended September 3(

2012 2011 2010
369,47 317,91 296,90
1,662 2,03i 4,45¢
371,13¢ 319,95: 301,36¢

was placed in service in October 2011, and Empifaiga County Extension Project, which was placesarvice in



Table of Contents

November 2011. Both projects provide pipeline cépdor Marcellus Shale production and are discdsisethe Investing Cash Flow sect
that follows. Additionally, effective May 2012, otransportation and storage revenues increasetbdueoverall net increase in tariff rate
a result of the implementation of Supply Corponaisorate case settlement. These increases more ffs@ @ reduction in transportati
revenues due to the turnback of other pipeline @fpat Niagara. Other operating revenues increasedto Supply Corporatios’eliminatior
of a $21.7 million regulatory liability associatedth postretirement benefits. The elimination of this regols liability was specified i
Supply Corporatiors rate case settlement. The rate case and thenseti are discussed further in the Rate and Regyl®tatters section ai
in Item 8 at Note C Regulatory Matters. Partially offsetting these @ases was a decrease in efficiency gas reven @& dmillion (reporte
as a part of other revenue in the table above)tmegdrom lower natural gas prices, lower efficigngas volumes and adjustments to reduc
carrying value of Supply Corporatianefficiency gas inventory to market value durihg year ended September 30, 2012. The decre
efficiency gas volumes is a result of the impleraéioh of Supply Corporatior’'rate settlement in May 2012. Prior to May 20I#%jer Suppl
Corporation’s previous tariff with shippers, Sup@wrporation was allowed to retain a set percentdgghippersupplied gas as compres
fuel and for other operational purposes. To themxthat Supply Corporation did not utilize alltbé gas to cover such operational needs, i
allowed to keep the excess gas as inventory. Tiventory would later be sold to buyers on the omamnket. The excess gas that was ret:
as inventory, as well as any gains resulting framdale of such inventory, represented efficieray rgvenue to Supply Corporation. Effec
with the implementation of the rate settlement nugr@d above, Supply Corporation implemented a trecknechanism to adjust fuel retent
rates annually to reflect actual experience, réptathe previously fixed fuel retention rates, thalisninating the impact efficiency gas ha
revenues and earnings prior to the rate settlement.

Transportation volume increased by 51.2 Bcf in 2@%2compared with 2011. Higher transportation v@sirfor power generation
Empire’s system during the spring and summer of fiscal22@bre than offset lower transportation volumeseeigmced by both Supy
Corporation and Empire during the fall and wintéfiscal 2012 due to warmer weather. Volume flutimas generally do not have a signific
impact on revenues as a result of the straightifuariable rate design utilized by Supply Corpanatand Empire.

2011 Compared with 2010

Operating revenues for the Pipeline and Storagensepdecreased $3.8 million in 2011 as compareti 2@10. The decrease v
primarily due to a decrease in transportation reesnof $5.2 million. The decrease in transportat®renues was primarily the result ¢
reduction in the level of contracts entered into dhyppers year over year as shippers utilized loprared pipeline transportation rout
Shippers continued to seek alternative lower prg&sl supply (and in some cases, did not renew-géronttransportation contracts) becaus
the relatively higher price of natural gas supphesilable at the United States/Canadian bordéneatNiagara River near Buffalo, New Yi
compared to the lower pricing for supplies avaiaht Leidy, Pennsylvania. The decrease was pgrivéiitet by an increase in efficiency
revenues of $1.0 million (reported as a part okepttevenue in the table above) due to higher efiicy gas volumes partially offset by loy
gas prices. Also offsetting the decrease in revemses an increase in cashout revenues of $0.2mflfeported as a part of other revenue il
table above). Cashout revenues are completelytdffspurchased gas expense and as a result hamgaot on earnings.

Transportation volume increased by 18.6 Bcf in 283 tompared with 2010. While transportation volunoeeased largely due to col:
weather, there was little impact on revenues dubkddtraight fixed-variable rate design.
Earnings
2012 Compared with 2011

The Pipeline and Storage segmsrearnings in 2012 were $60.5 million, an increafs§29.0 million when compared with earning:
$31.5 million in 2011. The increase in earninggprisnarily due to the earnings impact of higher g@ortation and storage revenues of $
million and the earnings impact
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associated with the elimination of Supply Corpanais postretirement regulatory liability ($12.8 million), aéscussed above, combined v
lower operating expenses ($2.7 million) and anease in the allowance for funds used during coastm (equity component) of $0.6 milli
mainly due to construction during the year endept&aber 30, 2012 on Supply Corporat®morthern Access and Line N 2012 expar
projects as well as EmpieTioga County Extension Project. The decreasearaiing expenses can be attributed primarily tieerease
other postretirement benefits expense, a decline in comprestation maintenance costs and a decrease ireleeve for preliminary proje
costs. The decrease in other post-retirement berefpense reflects the implementation of Supplgp@@tion’s rate settlement. These earn
increases were partially offset by the earningsaichfassociated with lower efficiency gas revend&sl(million), as discussed above, hic
depreciation expense ($0.6 million) and higher proptaxes ($0.4 million). The increase in depréafaexpense is mostly the result
additional projects that were placed in servicéhim last year offset partially by a decrease inrel@ption rates as of May 2012 as a rest
Supply Corporation’s rate case settlement.

2011 Compared with 2010

The Pipeline and Storage segmergarnings in 2011 were $31.5 million, a decreds85® million when compared with earnings
$36.7 million in 2010. The decrease in earninggrimarily due to the earnings impact of higher epiag expenses ($3.2 million), lov
transportation revenues of $3.4 million, as disedsabove, higher depreciation expense ($0.9 mjléo higher property taxes ($0.3 millic
The increase in operating expenses can be attdlprimarily to higher pension expense ($1.4 millidmigher compressor maintenance ¢
($0.7 million), higher personnel costs ($0.6 miilicand the writesff of expired and unused storage rights ($0.6iom). The increase
property taxes was primarily a result of a higlaer hase due to capital additions combined with drigbennsylvania public utility realty tax
The increase in depreciation expense was prim#réyresult of a revision during fiscal 2011 to eoiraccumulated depreciation as we
additional projects that were placed in servicerduf011. These earnings decreases were partititigtdy an increase in the allowance
funds used during construction (equity componerit)$®.0 million primarily due to construction comnuémg during 2011 on Supf
Corporation’s Line N Expansion Project and Lamohase 1l Project and EmpieTioga County Extension Project and by the eamimpac
associated with higher efficiency gas revenues/(8illion), as discussed above.

EXPLORATION AND PRODUCTION
Revenues
Exploration and Production Operating Revenues

Year Ended September 3(

2012 2011 2010
(Thousands)
Gas (after Hedginc $282,49: $272,05° $183,32
Oil (after Hedging’ 260,84« 232,05: 242,30:
Gas Processing Pla 24,82¢ 28,71 29,36¢
Other 21z 51z 82(
Intrasegment Elimination(? (10,196 (14,299 (17,79)
Operating Revenue $558,18( $519,03! $438,02¢

(1) Represents the elimination of certain West €gas production revenue included in “Gas (afteddiieg)” in the table above that is solc
the gas processing plant shown in the table ab@avelimination for the same dollar amount was madeeduce the gas processing plant’
Purchased Gas expen
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Production
Year Ended September 3(
2012 2011 2010
Gas Production(MMcf)
Appalachia 62,66 42,97¢ 16,22:
West Coas 3,46¢ 3,447 3,81¢
Gulf Coasl — 4,041 10,30+
Total Productior 66,13 50,467 30,34¢
Oil Production (Mbbl)
Appalachia 36 45 49
West Coas 2,83¢ 2,62¢ 2,66¢
Gulf Coasl — 187 502
Total Productior 2,87( 2,86( 3,22(

Average Prices

Year Ended September 3(

2012 2011 2010
Average Gas Price/Mci
Appalachia $ 271 $ 4.37 $ 4.9:
West Coas $ 3.4 $ 4.5¢ $ 4.81
Gulf Coast N/M $ 5.0Z $ 5.22
Weighted Averag: $ 2.7 $ 4.4: $ 5.01
Weighted Average After Hedging( $ 4.27 $ 5.3¢ $ 6.04
Average Qil Price/Barrel (bbl)
Appalachia $ 93.9¢ $86.5¢ $75.81
West Coas $107.1: $96.4¢ $71.7:
Gulf Coast N/M $88.51 $76.57
Weighted Averag: $106.9° $95.7¢ $72.5¢
Weighted Average After Hedging( $ 90.8¢ $81.1: $75.2¢

(1) Refer to further discussion of hedging actastbelow under “Market Risk Sensitive Instrumemtisd in Note G —inancial Instruments
Item 8 of this report

2012 Compared with 2011

Operating revenues for the Exploration and Prodacsegment increased $39.1 million in 2012 as coegpwith 2011. Gas producti
revenue after hedging increased $10.4 million prilpaue to production increases in the Appalactdasion, partially offset by decrease:
Gulf Coast production. The increase in Appalachpmaduction was primarily due to increased developmeithin the Marcellus She
formation, primarily in Tioga County, Pennsylvanigith additional Marcellus Shale production fromdoyning County, Pennsylvania. 1
decrease in Gulf Coast gas production resulted frarsale of the Exploration and Production segtsefit-shore oil and natural gas proper
in April 2011. Increases in natural gas producticere partially offset by a $1.12 per Mcf decreas¢hie weighted average price of gas i
hedging. Oil production revenue after hedging iaseel $28.8 million due to an increase in the weilgtverage price of oil after hedg
($9.75 per Bbl). Oil production was largely flatayeover year, as increased oil production from V@sist properties was largely offset by
decrease in segment’s off-shore oil production eesalt of the aforementioned sale.

Refer to further discussion of derivative finanér@truments in the “Market Risk Sensitive Instruni® section that follows. Refer to t
tables above for production and price information.
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2011 Compared with 2010

Operating revenues for the Exploration and Prodacsiegment increased $81.0 million in 2011 as coetpwith 2010. Gas producti
revenue after hedging increased $88.7 million prilpaue to production increases in the Appalactdaision, partially offset by decrease:
Gulf Coast production. The increase in Appalactpamduction was primarily due to additional wellsthifn the Marcellus Shale formatic
primarily in Tioga County, Pennsylvania, which caoreline in 2011. The decrease in Gulf Coast gaslymtion resulted from the sale of
Exploration and Production segment’s sffere oil and natural gas properties in April 20lhtreases in natural gas production were par
offset by a $0.65 per Mcf decrease in the weigldedrage price of gas after hedging. Oil productiewenue after hedging decres
$10.3 million due to a decrease in production aesallt of the aforementioned sale of Gulf Coastsbifre properties. This decrease ir
production revenue was partially offset by an iasein the weighted average price of oil after hegl{$5.88 per Bbl). In addition, there we
$2.8 million increase in gas processing plant reesn(net of eliminations) primarily due to the loveest of West Coast residual and ligt
production in 2011 versus 2010.

Earnings
2012 Compared with 2011

The Exploration and Production segmentarnings for 2012 were $96.5 million, comparethwearnings of $124.2 million for 2011
decrease of $27.7 million. The main drivers of teerease were lower natural gas prices after hgdgitthe Appalachian and West Cc
regions ($47.7 million), lower Gulf Coast naturalsgand crude oil revenues as a result of this setgreale of its offshore oil and natural g
properties in 2011 ($25.2 million), and higher @gipin expense ($26.5 million). In addition, higlerest expense ($7.3 million), higher le
operating expenses ($6.6 million), higher propexy other taxes ($7.4 million), higher income tax®3.2 million), and higher gener
administrative and other expenses ($2.7 milliomhier reduced earnings. The increase in depletiperese is primarily due to an increas
depletable base (largely due to increased cagitaiding in the Appalachian region, specificallyatet! to the development of Marcellus S
properties) and increased Appalachian natural gadugtion (primarily in the Marcellus Shale fornmat). The increase in interest expense
attributable to an increase in the weighted aveeageunt of debt (due to the Exploration and Pradactegmens share ($470 million) of tl
$500 million longterm debt issuance in December 2011). The incriedsase operating expense is largely attributabl@gher transportatio
compression costs, water disposal, equipment ramihlrepair costs in the Appalachian region. Theeiase in property and other taxes
largely due to the accrual of a new impact fee isgubby Pennsylvania in 2012. In February 2012Ctsmonwealth of Pennsylvania pas
legislation that includes a “natural gas impact'f@de legislation, which covers essentially all®$neca Marcellus Shale wells, imposes
annual fee for a period of 15 years on each wdledr The per well impact fee is adjusted annublyged on three factors: the age of the
changes in the Consumer Price Index and the avenagéhly NYMEX price for natural gas. The fee isroactive and applied to wells drill
in the current fiscal year and in all previous gedihe impact fee increased property, franchisecdimer taxes in 2012 by $9.0 million, of wh
$4.0 million related to wells drilled prior to 201Phe increase in income taxes is largely due gbdni state income taxes, which was largel
result of a larger percentage of production in bigétate income tax jurisdictions in 2012 as comgdo 2011. Higher personnel costs le
increases in general, administrative and otheraijmgr expenses. These earnings decreases welpantiset by higher natural gas produci
of $68.9 million, as well as higher crude oil psand crude oil production of $19.1 million and RLMillion, respectively (all amounts exclt
the impact of the 2011 sale of Gulf Coast propsJtieligher interest income of $0.6 million also efitted earnings. The increase in inte
income is largely due to higher money market investt balances.

2011 Compared with 2010

The Exploration and Production segmsrgarnings for 2011 were $124.2 million, comparéth warnings of $112.5 million for 2010,
increase of $11.7 million. Higher natural gas pmighn and higher crude oil prices increased eamimg $79.0 million and $10.9 millic
respectively. Higher processing plant
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revenues ($1.8 million) further contributed to aorease in earnings. Lower interest expense ($8liémy due to a lower average amoun
debt further contributed to an increase in earningsver natural gas prices ($21.3 million) and lowveeude oil production ($17.6 millio
partially offset the increase in earnings. In additearnings were further reduced by higher dapietxpense ($26.4 million), higher gene
administrative and other operating expenses ($t1libn), higher lease operating expenses ($7.7ianj, higher income tax expense (§
million), and higher property and other taxes ($hilion). The increase in depletion expense isnariily due to an increase in production
depletable base (largely due to increased cagitaiding in the Appalachian region, specificallyatetl to the development of Marcellus S
properties). The increase in lease operating exgseisslargely attributable to a higher number afdoicing properties in Appalachia. Hig
personnel costs are largely responsible for theease in general, administrative and other opeyatkpenses. Higher property and other t
are attributable to a revision of the Californiaperty tax liability, which was partially offset by decrease in property and other taxes
result of the sale of the Gulf Coast’s sfiore properties in April 2011. The increase iroime tax expense is attributable to higher statene
taxes coupled with the loss of a domestic produacéotivities deduction that occurred during thertgraended September 30, 2010 an
impact on the effective tax rate during fiscal 20The decrease in interest and other income islarattributable to lower cash investm
balances in 2011 as compared to 2010.

ENERGY MARKETING
Revenues
Energy Marketing Operating Revenues

Year Ended September 3(

2012 2011 2010
(Thousands)
Natural Gas (after Hedgini $187,96¢ $284,91¢ $344,07°
Other 35 50 72E
$188,00: $284,96¢ $344,80:

Energy Marketing Volume

Year Ended September 3(
2012 2011 2010

Natural Gas— (MMcf) 45,75¢ 52,89: 58,29¢

2012 Compared with 2011

Operating revenues for the Energy Marketing segrdenteased $97.0 million in 2012 as compared with12 The decrease reflect
decline in gas sales revenue due to a lower avgyage of natural gas and a decrease in volume &6lech warmer weather is primar
responsible for the decrease in volume sold.

2011 Compared with 2010

Operating revenues for the Energy Marketing segrdenteased $59.8 million in 2011 as compared wth02 The decrease primai
reflects a decline in gas sales revenue due latgedydecrease in volume sold as well as a lowerage price of natural gas. The decrea
volume is largely attributable to the nogeurrence of sales transactions undertaken atlitgara pipeline delivery point to offset certaash
risks that the Energy Marketing segment was exptsathder certain fixed basis commodity purchasgrests for Appalachian productic
The decrease in volume also reflects a decreasmlime sold to lowmnargin wholesale customers. Such transactions hadeffect ¢
increasing revenue and volume sold with minimalaectgo earnings. The decrease in volume sold tdeshte customers was partially of
by an increase in volume sold to retail customers.
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Earnings
2012 Compared with 2011

The Energy Marketing segmestearnings in 2012 were $4.2 million, a decreasé&6 million when compared with earnings
$8.8 million in 2011. This decrease was largelyilaitable to a decline in margin of $4.5 milliorrjrparily driven by lower volume sold
retail customers as well as a reduction in the fitethe Energy Marketing segment derived from siracts for storage capacity.

2011 Compared with 2010

The Energy Marketing segmesitearnings were $8.8 million in both 2011 and 204 @ecrease in margin of $0.3 million was offse
the positive impact of lower income tax expense4d$aillion) and lower operating costs ($0.1 milljoiThe decrease in margin was due
lower benefit that the Energy Marketing segmentvael from its contracts for storage capacity arenbnrecurrence of proceeds receive
2010 as a member of a class of claimants in a eletssn litigation settlement, offset somewhat yhler volume sold to retail customers.

ALL OTHER AND CORPORATE OPERATIONS

All Other and Corporate operations primarily inagdhe operations of Senes&lortheast Division, Highland (which was mergetd
Seneca’s Northeast Division in June 2011), Midstr€2orporation and corporate operations. Seedartheast Division markets timber fr
its New York and Pennsylvania land holdings. Int8efber 2010, the Company sold its sawmill in Marike, Pennsylvania along with t
mill’ s inventory, stumpage tracts and certain land anter acreage for approximately $15.8 million. TBempany recognized a gain
approximately $0.4 million from this sale ($0.2 lwih after tax). The Company continues to maintaifiorestry operation, but no lon
processes lumber products. Midstream Corporati@amRennsylvania corporation formed to build, owd aperate natural gas processing
pipeline gathering facilities in the Appalachiagimn. In September 2012, the Company recorded gaimment charge ($1.1 million) to write-
off the remaining value of Horizon Power’s invesihé ESNE, a dormant 80-megawatt, combined cyaddyral gadired power plant i
North East, Pennsylvania. In February 2011, HorRower sold its 50% equity method investments ineBa Energy and Model City for $5
million. Seneca Energy and Model City generated soid electricity using methane gas obtained framdfills owned by outside parties. 7
sale is the result of the Company’s strategy tepeithe sale of smaller, noore assets in order to focus on its core busisessauding th
development of the Marcellus Shale and the expansfoits pipeline business throughout the Appalachiegion. In September 2010,
Company sold its landfill gas operations in thetestaof Ohio, Michigan, Kentucky, Missouri, Marylarethd Indiana for $38.0 millio
recognizing a gain of $10.3 million ($6.3 millioriter tax). The Company’s landfill gas operationsrevenaintained under the Compagy’
wholly owned subsidiary, Horizon LFG, which ownetdaoperated these short distance landfill gas ipipelompanies. These operations
presented in the Company’s financial statementdisntinued operations. Refer to Item 8 at Note Discontinued Operations for furtt
details.

Earnings
2012 Compared with 2011

All Other and Corporate operations had earning$08 million in 2012, a decrease of $30.4 millicmpared with earnings of $3f
million in 2011. The decrease in earnings is prilpaue to the gain recorded on the sale of HoriRomwers investments in Seneca Energy
Model City of $31.4 million during the quarter exddglarch 31, 2011 that did not recur in 2012. Initdd, higher income tax expense of $
million (largely due to the impact of the tax singriagreement with affiliated companies), higherrdejation expense of $0.8 million (due tc
increase in Midstream Corporatiengathering plant balances) and lower income fraroonsolidated subsidiaries of $0.4 million fun
decreased earnings. Lower income from unconsolidatbsidiaries was largely the result of the impaint of ESNE (discussed
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above). The factors contributing to the overallrdase in earnings were partially offset by highathgring and processing revenues of
million, lower property, franchise and other taxad#s$0.6 million (due to lower property taxes aseault of a decrease in assessed pro
values), and higher margins of $0.3 million (dueatoincrease in revenues from the sale of stantilimiger). The increase in gathering

processing revenues are due to Midstream Corpatatincrease in gathering operations for Marcellual&has in the Pennsylvania countie
Tioga and Lycoming.

2011 Compared with 2010

All Other and Corporate operations had income fommtinuing operations of $30.7 million in 2011 ccargd with a loss from continui
operations of $1.4 million in 2010. The overallri@ase in earnings from continuing operations istdufe gain on the sale of Horizon Power’
investments in Seneca Energy and Model City of $8dillion, lower interest expense of $8.4 milligoritmarily the result of lower borrowin
at a lower interest rate due to the repayment 6D%Rillion of 7.5% notes that matured in Novemb@1@), higher gathering and proces:
revenues of $5.1 million (due to an increase in Sttebhm Corporatios’ gathering and processing revenues) and loweredigion an
depletion expense of $4.6 million (due to a de@eadimber harvested as a result of the sale @Gbmpanys timber harvesting and milli
operations in September 2010). Lower income taxeege ($0.8 million) further contributed to the éags increase. The factors contributin
the overall increase in earnings were partiallyseiffby lower interest income of $8.1 million (due lower interest collected from
Companys Exploration and Production segment as a resuth@faforementioned November 2010 debt repayméwer margins of $6.
million (due to a decrease in timber harvested essalt of the sale of the Compasytimber harvesting and milling operations in Sefite!
2010), higher property, franchise and other taXe$1o04 million (due to an increase in capital st@dpense recorded during the year e
September 30, 2011 related to fiscal year 2010) liigHer operating expenses of $0.9 million (mosilye to an increase in Midstre
Corporations operating activities). Additionally, the Compamegorded a loss from unconsolidated subsidiariéb0d million during the ye
ended September 30, 2011 compared to income ofriillién during the year ended September 30, 20t change in income (loss) fr
unconsolidated subsidiaries reflects the sale né&& Energy and Model City combined with the doroyasf ESNE.

INTEREST CHARGES

Although most of the variances in Interest Chamyesdiscussed in the earnings discussion by segabent, the following is a summi
on a consolidated basis (amounts below are prafteunts):

Interest on longerm debt increased $8.4 million in 2012 as congaoe?2011. This increase is primarily the resuladfigher averag
amount of longerm debt outstanding. The Company issued $500omidf notes at 4.90% in December 2011 and rephid $nillion of 6.709
notes that matured in November 2011. This wasalrtdffset by an increase in capitalized inter@stociated with increased Exploration
Production segment capital expenditures in the Agmbéan region, which decreased interest expenskl s/ million in comparison to the pr
year.

Interest on longerm debt decreased $13.6 million in 2011 as coetp&y 2010. This decrease is primarily the result lower averac
amount of longeerm debt outstanding and slightly lower averagerest rates. The Company repaid $200 million 6% notes that matured
November 2010. In addition, there was an increasmpitalized interest associated with increasgudgation and Production segment ca|
expenditures in the Appalachian region, which desee interest expense by $0.5 million in compartedhe prior year.
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CAPITAL RESOURCES AND LIQUIDITY
The primary sources and uses of cash during théhigese years are summarized in the following cosed statement of cash flows:

Year Ended September 3(

2012 2011 2010
(Millions)
Provided by Operating Activitie $ 660.¢ $ 660.t $ 447.(
Capital Expenditure (1,036.9) (820.9 (443.7)
Net Proceeds from Sale of Timber Mill and Relatexbets — — 15.¢
Net Proceeds from Sale of Landfill Gas Pipelineeis — — 38.(
Net Proceeds from Sale of Unconsolidated Subset — 59. —
Net Proceeds from Sale of Oil and Gas Producingétties — 63.t —
Other Investing Activitie: 0.t (2.9 (0.3
Reduction of Lon-Term Debi (150.0 (200.0 —
Change in Notes Payable to Banks and Commerciarl 131.C 40.C —
Net Proceeds from Issuance of L-Term Debt 496.1 — —
Net Proceeds from Issuance (Repurchase) of Comitomk 10.2 (0.6) 26.C
Dividends Paid on Common Sto (118.9 (114.¢ (109.5
Excess Tax (Costs) Benefits Associated with S-Based Compensation Awat 1.C (1.2 13.2
Net Decrease in Cash and Temporary Cash Investr $ (59 $(316.7) $ (12.9

OPERATING CASH FLOW

Internally generated cash from operating activiiessists of net income available for common st@xkusted for nomash expense
non-cash income and changes in operating assetdiadnilities. Noncash items include depreciation, depletion and tiration, deferre
income taxes and the elimination of an other pestement regulatory liability. Net income availalior common stock is also adjusted for
gain on sale of unconsolidated subsidiaries angjdite on sale of discontinued operations.

Cash provided by operating activities in the Utilind Pipeline and Storage segments may vary sutahafrom year to year because
the impact of rate cases. In the Utility segmenfpdier refunds, over- or undeecovered purchased gas costs and weather ma
significantly impact cash flow. The impact of weattton cash flow is tempered in the Utility segmeiNew York rate jurisdiction by its WN
and in the Pipeline and Storage segment by thigstriixed-variable rate design used by Supply @oation and Empire.

Cash provided by operating activities in the Exatiom and Production segment may vary from yeafetr as a result of changes in
commodity prices of natural gas and crude oil all a& changes in production. The Company uses wariterivative financial instrumer
including price swap agreements and futures catistia@n attempt to manage this energy commoditepisk.

Net cash provided by operating activities total&®@&8 million in 2012, an increase of $0.3 millioampared with the $660.5 milli
provided by operating activities in 2011. The irage in cash provided by operating activities imprily due to an increase in cash provide
operations in the Utility segment related to thaiig of gas cost recovery. Mostly offsetting theraase in cash provided by opera
activities, the Exploration and Production segmeerienced a decrease in cash provided by opgratitivities due to the loss of cash flc
from the Company’s former oil and natural gas prtes in the Gulf of Mexico and the nwaeurrence of federal tax refunds in fiscal 2
partially offset by increases in cash provided pgrating activities from hedging collateral accoflnttuations and higher cash receipts f
oil and natural gas production in the West Coadt/Appalachian regions.
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Net cash provided by operating activities total66@5 million in 2011, an increase of $213.5 millicompared with the $447.0 milli
provided by operating activities in 2010. The irase is primarily due to higher cash receipts frbm sale of natural gas production in
Exploration and Production segment. From a conatdil perspective, the Compasiycash provided by operating activities also insee
during 2011 due to income tax refunds receivedndyitie year as compared to income taxes paid daaag.

INVESTING CASH FLOW

Expenditures for Long-Lived Assets

The Company’s expenditures from continuing operstifor longlived assets totaled $977.4 million, $854.2 millemd $501.4 million i
2012, 2011 and 2010, respectively. These amoudlisda accounts payable and accrued liabilitiesedlto capital expenditures and will dif
from capital expenditures shown on the Consolid&edement of Cash Flows. Capital expendituresrdecbas liabilities are excluded from
Consolidated Statement of Cash Flows. They araidied in subsequent Consolidated Statement of Clasis Rvhen they are paid. The ta
below presents these expenditures:

Year Ended September 3(

2012 2011 2010
(Millions)

Utility:

Capital Expenditure $ 58.2 $ 58.¢ $ 58.C
Pipeline and Storag:

Capital Expenditure 144.2(1) 129.2(2) 37.¢
Exploration and Productiol

Capital Expenditure 693.£(1) 648.£(2) 398.43)
All Other and Corporate

Capital Expenditure 81.1(2) 17.8(2) 7.3(4)

Total Expenditures from Continuing Operatic $977.2 $854.7 $501./

(1) 2012 capital expenditures for the Exploration amabdBction segment, the Pipeline and Storage segamehthe All Other category inclu
$38.9 million, $2.7 million and $11.0 million, resgtively, of accounts payable and accrued liabditielated to capital expenditur

(2) 2011 capital expenditures for the Exploration anabdBction segment, the Pipeline and Storage segamehthe All Other category inclu
$103.3 million, $7.3 million and $1.4 million, resgtively, of accounts payable and accrued liabditielated to capital expenditur

(3) 2010 capital expenditures for the Exploration amddBction segment include $78.6 million of accoup&yable and accrued liabilit
related to capital expenditure

(4) Excludes expenditures for lo-lived assets associated with discontinued opemitdi$0.1 million for 2010

Utility
The majority of the Utility capital expenditures 2012, 2011 and 2010 were made for replacememiairis and main extensions, as '
as for the replacement of service lines.

Pipeline and Storag:

The majority of the Pipeline and Storage capitgbemditures for 2012 were related to the constrocté Empires Tioga Count
Extension Project ($24.1 million), Supply Corpooats Line N Expansion Project ($2.9 million), Sup@orporations Line N 2012 Expansi
Project ($30.5 million) and Supply CorporatieriNorthern Access expansion project ($50.8 millia® discussed below. The Pipeline
Storage capital expenditures for 2012 also inchdfgitions, improvements, and replacements to this
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segment’s transmission and gas storage systemsmajweity of the Pipeline and Storage segnergpital expenditures for 2011 and 2
were related to additions, improvements, and replents to this segmesttransmission and gas storage systems. In additierPipeline ar
Storage capital expenditures for 2011 include $b&llion spent on the Line N Expansion Project,1$8illion spent on the Lamont Phas
Project and $31.8 million spent on the Tioga Coubyension Project. The Pipeline and Storage daeitpenditure amounts for 2010 &
include $6.0 million spent on the Lamont Project.

Exploration and Production

In 2012, the Exploration and Production segmenitahpxpenditures were primarily well drilling armbmpletion expenditures a
included approximately $630.9 million for the Apaelhian region (including $567.9 million in the Mallas Shale area) and $62.9 million
the West Coast region. These amounts included appately $216.6 million spent to develop proved eveloped reserves. The caf
expenditures in the West Coast region include tbenganys establishment of a position within the MissisgppLime crude oil play fc
approximately $6.2 million in August 2012, includimpproximately 9,300 net acres in Pratt Countyndéa. Seneca will be the operato
4,600 net acres and will have a non-operating éistesn the remaining net acreage position.

In 2011, the Exploration and Production segmenitabpxpenditures were primarily well drilling armbmpletion expenditures a
included approximately $595.8 million for the Apaehian region (including $585.1 million in the Mallas Shale area), $47.4 million for
West Coast region and $5.6 million for the Gulf €eegion (former ofthore oil and natural gas properties in the GulMekico). Thes
amounts included approximately $199.2 million spentevelop proved undeveloped reserves. The ¢apifzenditures in the Appalach
region included the Comparsyacquisition of oil and gas properties in the @gten Township area of Tioga County, PennsylvaroenfEOC
Resources, Inc. for approximately $24.1 millioNlavember 2010.

In April 2011, the Company completed the sale ®bitf-shore oil and natural gas properties in the GuMekico. The Company receiv
net proceeds of $55.4 million from this sale. Unther full cost method of accounting for oil andurat gas properties, the sale proceeds
accounted for as a reduction of capitalized c&itsce the disposition did not significantly altBetrelationship between capitalized costs
proved reserves of oil and gas attributable toctist center, the Company did not record any galoss from this sale.

In May 2011, the Company sold the Sprayberry priypibiat was accounted for in its West Coast redarr$s8.1 million. Under the fu
cost method of accounting for oil and natural gamperties, the sale proceeds were accounted farraduction of capitalized costs. Since
disposition did not significantly alter the relat&hip between capitalized costs and proved resefvei$ and gas attributable to the cost cel
the Company did not record any gain or loss froim shle.

In 2010, the Exploration and Production segmenitabpxpenditures were primarily well drilling armbmpletion expenditures a
included approximately $355.7 million for the Apaelhian region (including $332.4 million in the Mallas Shale area), $27.6 million for
West Coast region and $14.9 million for the Gul@a€oregion, the majority of which was for the effere program in the shallow waters of
Gulf of Mexico. These amounts included approxima&28.9 million spent to develop proved undevelopeskrves. The capital expenditt
in the Appalachian region included the Compara¢quisition of two tracts of leasehold acreagefproximately $71.8 million. The Comps
acquired these tracts in order to expand its Mars@hale acreage holdings. These tracts, corgisfinpproximately 18,000 net acres in Ti
and Potter Counties in Pennsylvania, are geogralisimilar to the Compang’ existing Marcellus Shale acreage in the area.tfEmsactio
closed on March 12, 2010.

All Other and Corporate

In 2012 and 2011, the majority of the All Otheregiry’s capital expenditures for lotiged assets were primarily for the constructio
Midstream Corporation’s Trout Run Gathering Systamd the expansion of Midstream Corporatioi€Covington Gathering System,
discussed below.
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In 2010, the majority of the All Other category'apital expenditures for lonlived assets were for the construction of Midstr
Corporation’s Covington Gathering System, which wiged in service during fiscal 2010.

NFG Midstream Trout Run, LLC, a wholly owned sulisig of Midstream Corporation, is developing a @aihg system in Lycomir
County, Pennsylvania. The project, Trout Run GatigeiSystem, was placed in service in May 2012. Therent system consists
approximately 26 miles of backbone and in-fieldhgaing system. The complete buildout is expecteth¢tude additional irfield gatherin
pipelines and compression at a cost of approxima®dl85 million. As of September 30, 2012, the Conypdas spent approximat
$80.1 million in costs related to this project, liming approximately $64.5 million spent during thear ended September 30, 2012, a
which is included in Property, Plant and Equipmamthe Consolidated Balance Sheet at Septemb&03Q,

NFG Midstream Covington, LLC, a wholly owned suliaig of Midstream Corporation, has been expandingathering system in Tio
County, Pennsylvania. As of September 30, 2012,Gbempany has spent approximately $28.5 million asts related to the Covingl
Gathering System, including approximately $12.2lionl spent during the year ended September 30, .28l2costs associated with tl
gathering system are included in Property, PladtEgquipment on the Consolidated Balance Sheetme®der 30, 2012.

On September 17, 2010, the Company completed theos#ts sawmill in Marienville, Pennsylvania, Inding approximately 23 millic
board feet of logs and timber consisting of yandeimory along with unexpired timber cutting contsaand certain land and timber holdi
designed to provide the purchaser with a supplpgs for the mill. Despite this sale, the Compaag hetained substantially all of its land
timber holdings, along with mineral rights on laticht was sold. The Company will maintain a foresiperation; however, as part of
change in focus, the Company no longer processelduproducts. The Company received proceeds abajppately $15.8 million from tr
sale. In addition, the purchaser assumed approglyn&¥.4 million in payment obligations under thenpanys timber cutting contracts w
various timber suppliers. There was not a matériphct to earnings from this sale.

Estimated Capital Expenditures
The Company’s estimated capital expenditures femgxt three years are:

Year Ended September 3(

2013 2014 2015
(Millions)

Utility $ 66.: $ 66.2 $ 68.5

Pipeline and Storag 78.4 133.¢ 107.¢

Exploration and Production(; 485.( 544.¢ 494k

All Other 59.4 78.¢ 30.C

$689.1 $823.5 $700.4

(1) Includes estimated expenditures for the years efagdember 30, 2013, 2014 and 2015 of approxim&®dp million, $206 million ar
$91 million, respectively, to develop proved undeped reserves. The Company is committed to deusjofis proved undevelop
reserves within five years as required by the ’s final rule on Modernization of Oil and Gas Repuyt

Utility

Capital expenditures for the Utility segment in 2ahrough 2015 are expected to be concentratedeirateas of main and service
improvements and replacements and, to a lessentette purchase of new equipment. Estimated dapifgenditures in the Utility segment
2013 through 2015 also include amounts for theamphent of its legacy mainframe systems.
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Pipeline and Storag:

Capital expenditures for the Pipeline and Storaggrent in 2013 through 2015 are expected to inclodiestruction of new pipeline a
compressor stations to support expansion projéuésreplacement of transmission and storage liftesyeconditioning of storage wells :
improvements of compressor stations. Expansioreptejare discussed below.

In light of the growing demand for pipeline capadid move natural gas from new wells being drilledippalachia —specifically in thi
Marcellus Shale producing area Supply Corporation and Empire are actively pursigageral expansion projects and paying for prelamy
survey and investigation costs, which are initiatigorded as Deferred Charges on the ConsolidasdahBe Sheet. An offsetting reserv
established as those preliminary survey and inyatin costs are incurred, which reduces the DedfeCharges balance and incre
Operation and Maintenance Expense on the Consetidatatement of Income. The Company reviews ajept® on a quarterly basis, and
is determined that it is highly probable that thej@ct will be built, the reserve is reversed. Tigsersal reduces Operation and Mainten
Expense and reestablishes the original balanceseferi2d Charges. After the reversal of the reseaheeamounts remain in Deferred Cha
until such time as capital expenditures for thggmiohave been incurred and activities that aressary to get the construction project read
its intended use are in progress. At that poirg,kthlance is transferred from Deferred Chargesotusttuction Work in Progress, a compol
of Property, Plant and Equipment on the Consoldi&alance Sheet. As of September 30, 2012, thédotaunt reserved for the Pipeline
Storage segment’s preliminary survey and investigatosts was $7.4 million.

Supply Corporation and Empire are moving forwarthveieveral projects designed to move anticipatecc#iais production gas to ott
interstate pipelines and to markets beyond the I$up@rporation and Empire pipeline systems.

Supply Corporation has a precedent agreement MéttoiSNatural Gas LLC (“Statoil”Jo provide 320,000 Dth/day of firm transporta
capacity for a 20-year term in conjunction with BlypCorporation’s “Northern Acces®xpansion project, and has executed the transjpm
service agreement. This capacity will provide Statdth a firm transportation path from the TennessGas Pipeline (“TGP”300 Line a
Ellisburg and Transcontinental Pipeline at Leidyhe TransCanada Pipeline at Niagara. These regeiipts are attractive because they pra
routes for Marcellus shale gas from the TGP 30@&land Transco Leidy Line in northern Pennsylvattidge transported from the Marce
supply basin to northern markets. Supply Corponateceived from the FERC its NGA Section 7(c) Giedie authorization of this project
October 20, 2011, and received its Notice to Prdboae April 13, 2012. The project facilities invohapproximately 9,500 horsepower
additional compression at Supply Corporat®eXisting Ellisburg Station and a new approximateD00 horsepower compressor statio
Wales, New York, along with other system enhancemitluding enhancements to the jointly owned HragSpur Loop Line. Initial servi
began on November 1, 2012, with full service expediy the end of December 2012. The cost estinoatth& Northern Access expansio
$75 million of which approximately $53.9 million fideen spent through September 30, 2012 and hashpitalized as Construction Worl
Progress. The remainder is expected to be spdisicad 2013 and is included as Pipeline and Stossggnent capital expenditures in the t
above.

Supply Corporation has begun service under twoiceragreements which total 160,000 Dth/day of ftransportation capacity in
“Line N Expansion Project.This project allows Marcellus production locatedtlie vicinity of Line N to flow south and accessrkes a
Texas Eastern’s Holbrook Station (“TETCO Holbrookf)southwestern Pennsylvania. The FERC issued tAA Section 7(c) certificate «
December 16, 2010, and the project was placedsieice on October 19, 2011. Completed cost foiLthe N Expansion Project is expec
to be approximately $22 million. As of September 3012, approximately $21.1 million has been spenthe Line N Expansion Project, al
which is included in Property, Plant and Equipmamthe Consolidated Balance Sheet at Septemb&03@,

Supply Corporation has also executed three seagceements for a total of 163,000 Dth/day of adddl capacity on Line N to TETC
Holbrook for service beginning November 2012 (“LiNe2012
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Expansion Project”)On July 8, 2011, Supply Corporation filed for FER@horization to construct the Line N 2012 Expandfwoject whic
consists of an additional 20,620 horsepower of aesgion at its Buffalo Compressor Station, andrépgacement of 4.85 miles of 2@ipe
with 24” pipe, to enhance the integrity and reliability tsf $ystem and to create the additional capacitg. HERC issued the NGA Section '
Certificate on March 29, 2012. On October 3, 2@@2pply Corporation put in service a portion of Breject facilities and began early inte
service for Range Resources, and began full sefercall Project shippers on November 1, 2012. preliminary cost estimate for the Line
2012 Expansion Project is approximately $34.1 millifor the incremental capacity plus approximat®8/9 million allocated to syste
replacement. Of this amount, approximately $32.8ionihas been spent on the Line N 2012 ExpansiojeBt through September 30, 2012
of which has been capitalized as Construction WiofRrogress. The remainder is expected to be spdistal 2013 and is included as Pipe
and Storage segment estimated capital expendituthe table above.

On August 4, 2011, Supply Corporation concludedaen Season to increase its capability to movengath on its Line N system a
deliver gas to Tennessee Gas Pipeline at Mercemdytsania, a pooling point recently establishedlahnessee’s Station 219Mgrce
Expansion Project”)Supply Corporation is continuing discussions wighresal prospective shippers that would take up5@,d00 Dth/day ¢
the capacity on the project. Service may begirate P013 or 2014 and the estimated cost is up Son$iftion to $30 million, depending «
shipper subscription. These expenditures are iedwb Pipeline and Storage segment estimated Icapitanditures in the table above. A:
September 30, 2012, less than $0.1 million has bpent to study the Mercer Expansion Project, fallltich has been included in prelimin
survey and investigation charges and has beenriglgrved for at September 30, 2012.

Empire has begun service under two service agretsnvgnich total 350,000 Dth/day of incremental fitransportation capacity in
“Tioga County Extension Project.” This project tsaorts Marcellus production from new interconnatdiat the southern terminus of arbie
extension of its Empire Connector line, in TiogauBty, Pennsylvania. Completed cost for the Tiogar@p Extension Project is expected t
approximately $57.5 million, of which approximaté$5.9 million has been spent through Septembe2@02. This project enables shippel
deliver their natural gas at existing Empire intemgections with Millennium Pipeline at Corning, N&terk, with the TransCanada Pipelint
the Niagara River at Chippawa, and with utility ggwver generation markets along its path, as veetbghe new interconnection with TGP’
200 Line (Zone 5) in Ontario County, New York. TRERC issued the NGA Section 7(c) certificate on My 2011 and the project v
placed fully in service on November 22, 2011. Adists associated with the project are included mpénty, Plant and Equipment on
Consolidated Balance Sheet at September 30, 2012.

On December 17, 2010, Empire concluded an OpenoSefass up to 260,000 Dth/day of additional capaditym Tioga County
Pennsylvania, to TransCanada Pipeline and the T@PLihe, as well as additional shdraul capacity to Millennium Pipeline at Corn
(“Central Tioga County Extension”Empire is in discussions with an anchor shipperaaignificant portion of the proposed capacityth
service commencing in 2014 or 2015, likely tiechteebound in commodity pricing due to the dry gasure of this area of the Marcellus. -
Central Tioga County Extension project may involyeto 25,000 horsepower of compression at up teetimew stations and a 25 mile 24
pipeline extension, at a preliminary cost estinat&135 million. These expenditures are includedPigeline and Storage segment estim
capital expenditures in the table above. As of &aper 30, 2012, approximately $0.2 million has bsment to study the Central Tioga Cot
Extension project, which has been included in priglary survey and investigation charges and has bdly reserved for at September
2012.

Supply Corporation continues to market the “W2E Deek to Leidy”’pipeline project, which is designed to transpodalty produce
Marcellus natural gas supplies, principally frome tdry gas central area of the formation, to thashilirg/Leidy/Corning area. At fi
development the W2E Overbeck to Leidy project isigiged to transport at least 425,000 Dth/day, amdlves construction of a new 82He
pipeline through Elk, Cameron, Clinton, Clearfigldd Jefferson Counties to the Leidy Hub, from Mbuseand other producing areas al
over 300 miles of Supply Corporatignéxisting pipeline system. The project would idelua total of approximately 25,000 horsepowe
compression at two separate stations. Supply
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Corporation has no active filing before the FERQ Wwould restart that process upon the developmémaincadequate market to support
estimated $290 million capital cost of the proje&s. of September 30, 2012, approximately $5.7 anillhas been spent to study the \
Overbeck to Leidy project, which has been includedoreliminary survey and investigation charges &g been fully reserved for
September 30, 2012.

Exploration and Production

Estimated capital expenditures in 2013 for the Bratlon and Production segment include approximpa$t05.3 million for th
Appalachian region and $79.7 million for the Wesg€! region.

Estimated capital expenditures in 2014 for the Bratlon and Production segment include approximpa$t80.1 million for th
Appalachian region and $64.8 million for the Wesg€! region.

Estimated capital expenditures in 2015 for the Brqilon and Production segment include approxipa&t33.1 million for th
Appalachian region and $61.4 million for the Wesg§! region.

All Other and Corporate

Capital expenditures in 2013 through 2015 for tHe @ther and Corporate category are expected tmamly be for the continue
construction of the Covington Gathering System #nredTrout Run Gathering System as well as the ococtsdn of several smaller gather
systems.

Midstream Corporation is planning the constructidrseveral smaller gathering systems. As of Septer@f, 2012, the Company |
spent approximately $3.1 million in costs relatedhese projects, all of which has been capitalae€onstruction Work in Progress.

Project Funding

The Company has been financing the Pipeline anch&tosegment projects and the Midstréaonporation projects mentioned above
well as the Exploration and Production segmenttabpkpenditures, with cash from operations andtdleom borrowings. The Company &
issued additional lonterm debt in December 2011 to enhance its liquigiigition. Going forward, while the Company expdctaise cas
from operations as the first means of financingéhgerojects, it is expected that the Company wititinue to use shoterm borrowings durir
fiscal 2013, as well as the issuance of additidorad-term debt in fiscal 2013. The level of suclorstterm borrowings will depend upon
amounts of cash provided by operations, whichum,twill likely be impacted by natural gas andd=wil prices combined with product
from existing wells.

The Company continuously evaluates capital experelitand potential investments in corporationstngaships, and other busin
entities. The amounts are subject to modificatmmapportunities such as the acquisition of ativaobil and gas properties, natural gas stc
facilities and the expansion of natural gas trassion line capacities. While the majority of cap#apenditures in the Utility segment
necessitated by the continued need for replacearshtupgrading of mains and service lines, the ntadaiof future capital expenditures
other investments in the Company’s other businegments depends, to a large degree, upon markeitioos.

FINANCING CASH FLOW

Consolidated shotterm debt increased $131.0 million when compartmg hialance sheet at September 30, 2012 to thedeatdmeet
September 30, 2011. The maximum amount of sfeont- debt outstanding during the year ended SepteBt) 2012 was $327.8 million. 1
Company used its $500.0 million long-term debtésse in December 2011 to substantially reduceénitstéerm debt. The Company contini
to consider short-term debt (consisting of shiertn notes payable to banks and commercial papemportant source of cash for tempore
financing capital expenditures and investments in
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corporations and/or partnerships, gastiorage inventory, unrecovered purchased gas aostgjin calls on derivative financial instrume
exploration and development expenditures, repuashas stock, other working capital needs and regeyrof longterm debt. Fluctuations
these items can have a significant impact on theusrtnand timing of shotierm debt. At September 30, 2012, the Company ligstandin
commercial paper and short-term notes payableriksaf $165.0 million and $6.0 million, respectivel

As for bank loans, the Company maintains a numtbéndividual uncommitted or discretionary lines ofedit with certain financi
institutions for general corporate purposes. Bomgw under these lines of credit are made at catiyeeinarket rates. These credit lines, wi
totaled $335.0 million at September 30, 2012, axocable at the option of the financial institusend are reviewed on an annual basis
Company anticipates that its uncommitted linesreflit generally will be renewed at amounts nearemnirlevels, or substantially replacec
similar lines.

The total amount available to be issued under theganys commercial paper program is $300.0 million. Apteenber 30, 2012, t
commercial paper program was backed by a syndicaiaunitted credit facility totaling $750.0 milliomvhich commitment extends throt
January 6, 2017. Under the committed credit fagithe Company agreed that its debt to capitabpatatio would not exceed .65 at the last
of any fiscal quarter through January 6, 2017. Apt8mber 30, 2012, the Compasydebt to capitalization ratio (as calculated unithe
facility) was .44. The constraints specified in twmmitted credit facility would have permitted aaiditional $2.07 billion in shoterm and/c
long-term debt to be outstanding (further limitgdtbe indenture covenants discussed below) bef@mé&Cbmpanys debt to capitalization ra
exceeded .65.

If a downgrade in any of the Compasycredit ratings were to occur, access to the cawialepaper markets might not be possi
However, the Company expects that it could borrawden its committed credit facility, uncommitted kaines of credit or rely upon ott
liquidity sources, including cash provided by opierss.

Under the Companyg’ existing indenture covenants, at September 302,2(he Company would have been permitted to isguéo ¢
maximum of $1.51 billion in additional longrm unsecured indebtedness at then current miaatieeest rates in addition to being able to i
new indebtedness to replace maturing debt. The @oyp present liquidity position is believed to be adeg to satisfy known deman
However, if the Company were to experience a sicgnit loss in the future (for example, as a restiin impairment of oil and gas properti
it is possible, depending on factors including t@gnitude of the loss, that these indenture cousnaauld restrict the Comparsyability tc
issue additional longerm unsecured indebtedness for a period of upirte nalendar months, beginning with the fourth wdé mont
following the loss. This would not at any time grete the Company from issuing new indebtednessptace maturing debt.

The Company’s 1974 indenture pursuant to which G@8llion (or 7.1%) of the Company’s lortgrm debt (as of September
2012) was issued, contains a crds$ault provision whereby the failure by the Compém perform certain obligations under other borirgy
arrangements could trigger an obligation to repgay debt outstanding under the indenture. In pdaiica repayment obligation could
triggered if the Company fails (i) to pay any sahled principal or interest on any debt under amebtndenture or agreement or (ii) to perf
any other term in any other such indenture or agess, and the effect of the failure causes, or dqarmit the holders of the debt to cause
debt under such indenture or agreement to becom@mior to its stated maturity, unless cured ovedi

The Company’s $750.0 million committed credit fagiklso contains a crosiefault provision whereby the failure by the Companiits
significant subsidiaries to make payments undeerotborrowing arrangements, or the occurrence ofaicerevents affecting those ot
borrowing arrangements, could trigger an obligatiorrepay any amounts outstanding under the comdnittedit facility. In particular,
repayment obligation could be triggered if (i) tBempany or any of its significant subsidiaries faib make a payment when due of
principal or interest on any other indebtednesseggging $40.0 million or more or (ii) an event orxcthat causes, or would permit the hol
of any other indebtedness aggregating
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$40.0 million or more to cause, such indebtednedsetome due prior to its stated maturity. As gft€mber 30, 2012, the Company did
have any debt outstanding under the committed tcfadility.

The Company’s embedded cost of long-term debt wh&%6 at September 30, 2012 and 6.85% at Septerdb@031. Refer tolhteres
Rate Risk” in this Item for a more detailed breakdmf the Company’s embedded cost of long-term.debt

Current Portion of Long-erm Debt at September 30, 2012 consists of $260llon of 5.25% notes that mature in March 2(
Currently, the Company expects to refund thesesniteiscal 2013 with cash on hand, short-term deings and/or longerm debt. Th
Company repaid $150.0 million of 6.70% notes thatured on November 21, 2011, which had been cledsis Current Portion of LorGerrr
Debt at September 30, 2011.

On December 1, 2011, the Company issued $500.®mif 4.90% notes due December 1, 2021. After diddg underwriting discoun
and commissions, the net proceeds to the Compargurbed to $496.1 million. The holders of the noteay require the Company
repurchase their notes at a price equal to 101%eoprincipal amount in the event of a change intrmd and a ratings downgrade to a ra
below investment grade. The proceeds of this dsslaince were used for general corporate purpashsding refinancing shoterm debt th:
was used to pay the $150.0 million due at the nitgtaf the Company’s 6.70% notes in November 2011.

The Company may issue debt or equity securitigspablic offering or a private placement from titodime. The amounts and timing
the issuance and sale of debt or equity securiti#sdepend on market conditions, indenture requieats, regulatory authorizations and
capital requirements of the Company.

OFF-BALANCE SHEET ARRANGEMENTS

The Company has entered into certainl@fance sheet financing arrangements. These fingrasrangements are primarily opera
leases. The Comparsytonsolidated subsidiaries have operating ledisesnajority of which are with the Exploration aRcbduction segme
and Corporate operations, having a remaining leasamitment of approximately $108.9 million. Thesades have been entered into fo
use of compressors, drilling rigs, buildings, met@nd other items and are accounted for as opgfatises.

CONTRACTUAL OBLIGATIONS

The following table summarizes the Company’s exgeédtiture contractual cash obligations as of Sep#zr80, 2012, and the twelve-
month periods over which they occur:

Payments by Expected Maturity Dates

2013 2014 2015 2016 2017 Thereafter Total
(Millions)
Long-Term Debt, including interest expense $328.¢ $73.z $73.z $73.z $73.z $1,344¢ $1,966.(
Operating Lease Obligatiol $387 $37.C $13z $58& $57 $ 85 $ 108«
Purchase Obligation
Gas Purchase Contracts $216. $61 $21 $0tE $01 $ — $ 225:
Transportation and Storage Contre $ 616 $62.C $62.C $59.7 $32.2 $ 66.6 $ 344.1
Hydraulic Fracturing and Fuel Obligatio $607 $114 $ — $— $— $ — §$ 721
Pipeline and Gathering System Expansion Pro $407 $ $— $— % $ — $ 407
Other $317 $73 $62 $5E $42 $ 10t $ 65.¢€

(1) Refer to Note E — Capitalization and Shoerm Borrowings, as well as the table under InteRete Risk in the Market Risk Sensil
Instruments section below, for the amounts exclyditerest expens

(2) Gas prices are variable based on the NYMEX prid@sséed for basis
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The Company has other lotngrm obligations recorded on its Consolidated BedaBheets that are not reflected in the table alfwet
long-term obligations include pension and othertpesrement liabilities, asset retirement obligatipdeferred income tax liabilities, varic
regulatory liabilities, derivative financial instnent liabilities and other deferred credits (thejarity of which consist of liabilities for non-
qualified benefit plans, deferred compensationiliiéds, environmental liabilities, workers compatisn liabilities and liabilities for income t
uncertainties).

The Company has made certain other guarantees haif lnf its subsidiaries. The guarantees relatenarily to: (i) obligations und:
derivative financial instruments, which are incldden the Consolidated Balance Sheets in accordaitbethe authoritative guidance (:
Item 7, MD&A under the heading “Critical Accountifigstimates — Accounting for Derivative Financiastiuments”); if) NFR obligations t
purchase gas or to purchase gas transportatiomgetaservices where the amounts due on those abtigatach month are included on
Consolidated Balance Sheets as a current liabgihyd (iii) other obligations which are reflected the Consolidated Balance Sheets.
Company believes that the likelihood it would bguieed to make payments under the guarantees isteeiand therefore has not included t
in the table above.

OTHER MATTERS

In addition to the environmental and other mattissussed in this Item 7 and in Item 8 at Note Cemmitments and Contingencies,
Company is involved in other litigation and regolgt matters arising in the normal course of busindhese other matters may include
example, negligence claims and tax, regulatorytberogovernmental audits, inspections, investigetior other proceedings. These ma
may involve state and federal taxes, safety, caanpé with regulations, rate base, cost of seruiteparchased gas cost issues, among
things. While these normaburse matters could have a material effect onimgsrand cash flows in the period in which theyrasolved, the
are not expected to change materially the Comapsgsent liquidity position, nor are they expedtethave a material adverse effect or
financial condition of the Company.

The Company has a tax-qualified, noncontributorfindel-benefit retirement plan (Retirement Plan) that csamproximately half of tt
Companys employees. The Company has been making contiitauto the Retirement Plan over the last severaisyand anticipates tha
will continue making contributions to the Retirerhéan. During 2012, the Company contributed $4dilllon to the Retirement Plan. T
Company anticipates that the annual contributiotnéoRetirement Plan in 2013 will be in the rang830.0 million to $45.0 million.

Changes in the discount rate, other actuarial agsans, and asset performance could ultimately €ahe Company to fund larg
amounts to the Retirement Plan in 2013 in orddaetin compliance with the Pension Protection Ac2@®6 (as impacted by the Moving Ah
for Progress in the Z1Century Act). In July 2012, the Surface Transp@taExtension Act, which is also referred to asMwving Ahead fo
Progress in the 21st Century Act (the Act), waseddy Congress and signed by the President. Thanéladed pension funding stabilizat
provisions. The Company is currently in the procelssvaluating its future contributions in light tife provisions of the Act. The Compi
expects that all subsidiaries having employees reavby the Retirement Plan will make contributiddghe Retirement Plan. The funding
such contributions will come from amounts collectedates in the Utility and Pipeline and Storaggreents or through shadrm borrowing
or through cash from operations.

The Company provides health care and life insurdoecesfits (other posetirement benefits) for a majority of its retirethployees. Tt
Company has established VEBA trusts and 401(h)wdsdor its other posttirement benefits. The Company has been makintribations
to its VEBA trusts and 401(h) accounts over thé¢ $@veral years and anticipates that it will camtinmaking contributions to the VEBA tru
and 401(h) accounts. During 2012, the Company itaigd $21.2 million to its VEBA trusts and 401@qcounts. The Company anticip:
that the annual contribution to its VEBA trusts &fd.(h) accounts in 2013 will be in the range d.$1million to $20.0 million. The funding
such contributions will come from amounts colleciedates in the Utility and Pipeline and Storaggreents.
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MARKET RISK SENSITIVE INSTRUMENTS
Energy Commodity Price Risk

The Company, in its Exploration and Production seginEnergy Marketing segment and Pipeline anda§tsegment, uses or has |
various derivative financial instruments (derivasy, including price swap agreements and futuresracts, as part of the Compasydveral
energy commodity price risk management strategydddrthis strategy, the Company manages a portigiheofmarket risk associated w
fluctuations in the price of natural gas and crwile thereby attempting to provide more stability dperating results. The Company
operating procedures in place that are administeyeeixperienced management to monitor compliantk thie Company risk manageme
policies. The derivatives are not held for tradmgposes. The fair value of these derivatives,hasva below, represents the amount tha
Company would receive from, or pay to, the respectiounterparties at September 30, 2012 to termitinet derivatives. However, the tal
below and the fair value that is disclosed do ratsider the physical side of the natural gas andeciil transactions that are related tc
financial instruments.

On July 21, 2010, the Dodd-Frank Act was signed latv. The Dodd-Frank Act includes provisions retato the swaps and over-the
counter derivatives markets. Certain provisionthefDoddFrank Act related to derivatives became effectig 16, 2011, but other provisic
related to derivatives have or will become effeetas federal agencies (including the CFTC, varlmsking regulators and the SEC) ac
rules to implement the law. For purposes of the dBrhnk Act, under rules adopted by the SEC and/oF@REhe Company believes tha
qualifies as a non-financial end user of derivajwhat is, as a ndimancial entity that uses derivatives to hedgendigate commercial ris
Nevertheless, other rules that are being develmoedd have a significant impact on the Company. &mample, banking regulators h
proposed a rule that would require swap dealersna@jdr swap participants subject to their jurisdictto collect initial and variation marg
from counterparties that are néinancial end users, though such swap dealers ajdrrewap participants would have the discretiorse
thresholds for posting margin (unsecured credittéjmn Regardless of the levels of margin that migbtrequired, concern remains that s
dealers and major swap participants will pass atheg increased capital and margin costs througher prices and reductions in thresh
for posting margin. In addition, while the Compaawpects to be exempt from the Dodd-Frank sctquirement that swaps be cleared
traded on exchanges or swap execution facilithes cbst of entering into a naxchange cleared swap that is available as an rgehaeare
swap may be greater. The Company continues to orathiése developments but cannot predict the imipacDoddFrank Act may ultimate
have on its operations.

In accordance with the authoritative guidance &ir ¥alue measurements, the Company has identifetdin inputs used to recognize
value as Level 3 (unobservable inputs). The Lewd3vative net liabilities relate to crude oil gnagreements used to hedge forecasted si
a specific location (southern California). The Ca@mgs internal model that is used to calculate faiugahpplies a historical basis differer
(between the sales locations and NYMEX) to a fodMd¥MEX curve because there is not a forward cuapecific to this sales location. Gi\
the high level of historical correlation between MEX prices and prices at this sales location, tbenfany does not believe that the fair v
recorded by the Company would be significantlyetiéint from what it expects to receive upon settlgme

The Company uses the crude oil swaps classifiegeas| 3 to hedge against the risk of declining cardity prices and not as specula
investments. Gains or losses related to these [3derivative net liabilities (including any rediact for credit risk) are deferred until 1
hedged commaodity transaction occurs in accordanitie the provisions of the existing guidance for idative instruments and hedg
activities. The Level 3 derivative net liabiliti@snount to $19.7 million at September 30, 2012 aptasent 24.8% of the Total Net As:
shown in Item 8 at Note F — Fair Value MeasuremahSeptember 30, 2012.

The increase in the net fair value liability of thevel 3 positions from October 1, 2011 to Septen@@e 2012, as shown in Item €
Note F, was attributable to an increase in the codity price of crude oil relative to the swap paaduring that period. The Company belie
that these fair values reasonably represent thauatmdhat the Company would realize upon settlerbased on commodity prices that w
present at September 30, 2012.
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The reduction in the derivative liabilities (duedn assessment of the Compangtedit risk) was larger than the reduction iniagive
assets (due to an assessment of counterparty ciglditresulting in a $1.0 million increase in Neérivative Assets. The Company app
default probabilities to the anticipated cash fldtet it was expecting to receive and pay to itsnterparties to calculate the credit reserve.

The following tables disclose natural gas and croifl@rice swap information by expected maturittegafor agreements in which
Company receives a fixed price in exchange formmagi variable price as quoted in various natioafiral gas publications or on the NYME
Notional amounts (quantities) are used to calculaecontractual payments to be exchanged undearathteact. The weighted average varii
prices represent the weighted average settlemérgspby expected maturity date as of SeptembeRB02. At September 30, 2012,
Company had not entered into any natural gas atecoil price swap agreements extending beyond 2017.

Natural Gas Price Swap Agreements

Expected Maturity Dates

2013 2014 2015 2016 2017 Total
Notional Quantities (Equivalent Bc 50.5 29.4 18.1 18.C 17.¢ 133.¢
Weighted Average Fixed Rate (per M $4.7¢  $4.2¢ $4.07 $4.07 $4.07 $ 4.37
Weighted Average Variable Rate (per M $3.85  $4.24 $4.4: $45€ $4.68 $ 4.2

Of the total Bcf above, 0.4 Bcf is accounted forfais value hedges at a weighted average fixed o&t86.12 per Mcf. The remaini
133.5 Bcf are accounted for as cash flow hedgesnaighted average fixed rate of $4.37 per Mcf.

Crude Oil Price Swap Agreements

Expected Maturity Dates

2013 2014 Total
Notional Quantities (Equivalent bbl 1,596,00! 720,00( 2,316,001
Weighted Average Fixed Rate (per b $ 93.3¢ $ 96.2¢ $ 94.2¢
Weighted Average Variable Rate (per k $ 103.5¢ $ 102.3: $ 103.1¢

At September 30, 2012, the Company would have veddrom its respective counterparties an aggregfag@proximately $21.8 millic
to terminate the natural gas price swap agreenmristanding at that date. The Company would haveajoits respective counterparties
aggregate of approximately $20.3 million to ternbéntéhe crude oil price swap agreements outstareti®gptember 30, 2012.

At September 30, 2011, the Company had naturapges swap agreements covering 66.5 Bcf at a wetghverage fixed rate of $5
per Mcf. The Company also had crude oil price sagqgements covering 2,736,000 bbls at a weighterhge fixed rate of $81.38 per bbl.

The following table discloses the net contract wadupurchased (sold), weighted average contractpaad weighted average settler
prices by expected maturity date for futures catsraised to manage natural gas price risk. At &apte 30, 2012, the Company held
futures contracts with maturity dates extendingdmely2016.

Futures Contracts

Expected Maturity Dates

2013 2014 2015 2016 Total
Net Contract Volume Purchased (Sold) (Equivalerf) —(2) 1.8 0.1 —(2) 1.9
Weighted Average Contract Price (per M $3.97 $4.21 $4.8¢ $5.21 $4.0¢
Weighted Average Settlement Price (per $3.9C $4.01 $4.24 $4.6(C $3.9¢

-62-



Table of Contents

(1) The Energy Marketing segment has long (purchaseufyacts covering 6.5 Bcf of gas and short (sotdjtiacts covering 6.5 Bcf of gas
2013.

(2) The Energy Marketing segment has long (purchasmatyacts covering less than 0.1 Bcf of gas andtgbotd) contracts covering less tl
0.1 Bcf of gas in 201¢

At September 30, 2012, the Company had long (psextjacontracts covering 8.7 Bcf of gas extendimguph 2016 at a weight
average contract price of $3.97 per Mcf and a weifjlaverage settlement price of $4.01 per Mcf. @hlmmtracts are accounted for as
value hedges and are used by the CompgaBpergy Marketing segment to hedge against rigifags, a risk to which this segment is exps
to due to the fixed price gas sales commitmentsitienters into with certain residential, commatgcindustrial, public authority and wholes
customers. The Company would have received $0Kbmio terminate these contracts at Septembe23D2.

At September 30, 2012, the Company had short (smidjracts covering 6.8 Bcf of gas extending thio@@16 at a weighted aver:
contract price of $4.10 per Mcf and a weighted agersettlement price of $3.92 per Mcf. Of this anipB.7 Bcf is accounted for as cash f
hedges as these contracts relate to the anticigatecof natural gas by the Energy Marketing segmidre remaining 1.1 Bcf is accounted
as fair value hedges used to hedge against fgiliiegs, a risk to which the Energy Marketing segngmxposed to due to the fixed price
purchase commitments that it enters into with @enmatural gas suppliers. The Company would haceived $1.2 million to terminate the
contracts at September 30, 2012.

At September 30, 2011, the Company had long (psextjacontracts covering 8.6 Bcf of gas extendimguph 2014 at a weight
average contract price of $5.21 per Mcf and a weimjlaverage settlement price of $4.30 per Mcf.

At September 30, 2011, the Company had short (smwidjracts covering 6.3 Bcf of gas extending thio@@13 at a weighted aver:
contract price of $5.04 per Mcf and a weighted agersettlement price of $4.32 per Mcf.

The Company may be exposed to credit risk on artieflerivative financial instruments that are igaén position. Credit risk relates
the risk of loss that the Company would incur asesult of nonperformance by counterparties purstarthe terms of their contract
obligations. To mitigate such credit risk, managetmeerforms a credit check, and then on a quartealsis monitors counterparty cre
exposure. The majority of the Company’s counteiparare financial institutions and energy tradétee Company has over-tlunter swa
positions with twelve counterparties of which fare in a net gain position. On average, the Compaicy$6.4 million of credit exposure
counterparty in a gain position at September 3Q220he maximum credit exposure per counterparty grain position at September 30, 2
was $11.0 million. As of September 30, 2012, thenfany had not received any collateral from the temparties. The Comparg/'gair
position on such derivative financial instrumengésl mot exceeded the established thresholds at wihéchounterparties would be require
post collateral, nor had the counterparties’ creatings declined to levels at which the countdipamvere required to post collateral.

As of September 30, 2012, ten of the twelve copateies to the Comparg/outstanding derivative instrument contracts (gipadly the
over-the-counter swaps) had a common credit-rikad contingency feature. In the event the Comizaosedit rating increases or falls be
a certain threshold (applicable debt ratings),ahailable credit extended to the Company wouldegithcrease or decrease. A decline ir
Companys credit rating, in and of itself, would not cadlse Company to be required to increase the levikdfedging collateral deposits
the form of cash deposits, letters of credit oastey debt instruments). If the Compangutstanding derivative instrument contracts virera
liability position (or if the current liability wer larger) and/or the Compagsytredit rating declined, then additional hedginfiateral deposi
may be required. At September 30, 2012, the faiketavalue of the derivative financial instrumesseats with a creditisk related contingen:
feature was $14.0 million according to the Comparigternal model
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(discussed in Item 8 at Note F Fair Value Measurements). At September 30, 20Efain market value of the derivative financialthusnen
liabilities with a credit-risk related contingenégature was $23.9 million according to the Comparigternal model (discussed in Item ¢
Note F— Fair Value Measurements). For its over-toemter swap agreements, which were in a liabjitgition, the Company was |
required to post any hedging collateral deposiegttember 30, 2012.

For its exchange traded futures contracts, whiehimra liability position, the Company had postéd4dmillion in hedging collater
deposits as of September 30, 2012. As these ahaege traded futures contracts, there are no specifditrisk related contingency featur
The Company posts hedging collateral based on ppsitions and margin requirements it has with d@sraerparties.

The Company’s requirement to post hedging collatgeposits is based on the fair value determinedhbyCompanys counterpartie
which may differ from the Comparg’assessment of fair value. Hedging collateral sigpanay also include closed derivative positian
which the broker has not cleared the cash fromatteount to offset the derivative liability. The Cpamy records liabilities related to clo:
derivative positions in Other Accruals and Currkiatilities on the Consolidated Balance Sheet. €Hebilities are relieved when the bro
clears the cash from the hedging collateral deasibunt. This is discussed in Item 8 at Note Aeurtdedging Collateral Deposits.

Interest Rate Risk

The fair value of londerm fixed rate debt is $1.6 billion at Septemb@&r23012. This fair value amount is not intendedetitect principa
amounts that the Company will ultimately be recqgite pay. The following table presents the printiggsh repayments and related weig
average interest rates by expected maturity datdhnéoCompany’s long-term fixed rate debt:

Principal Amounts by Expected Maturity Dates

2013 201¢  201¢  201€¢ 2017  Thereafter Total
(Dollars in millions)
Long-Term Fixed Rate Del $250.( $— $— $— $— $1,149( $1,399.(
Weighted Average Interest Rate P 5% — — — — 6.4% 6.2%

RATE AND REGULATORY MATTERS
Utility Operation

Delivery rates for both the New York and Pennsylaativisions are regulated by the statespective public utility commissions and
changed only when approved through a procedure krasaa “rate caseCurrently neither division has a rate case on fileboth jurisdictions
delivery rates do not reflect the recovery of pass#d gas costs. Prudenitzurred gas costs are recovered through operafiautomati
adjustment clauses, and are collected primarilguth a separately-stated “supply charge” on theoouwer bill.

New York Jurisdiction

Customer delivery rates charged by Distributiong@oation’s New York division were established in a rate oidsued on December .
2007 by the NYPSC. The rate order approved a reyémerease of $1.8 million annually, together watlsurcharge that would collect ug
$10.8 million to cover expenses for implementatiéran efficiency and conservation incentive progrdime rate order further provided fc
return on equity of 9.1%. In connection with théaé¢ncy and conservation program, the rate orggraved a revenue decoupling mechan
The revenue decoupling mechanism “decouples&nues from throughput by enabling the Compargptiect from small volume customers
allowed margin on average weather normalized upageustomer. The effect of the revenue decouptieghanism is to render the Comp
financially indifferent to throughput decreaseauisg from conservation. The Company surchargesredits any difference from the aver
weather normalized usage per customer accountsiiflarge or credit is calculated to recover totaigin for the most recent twelveentt
period ending December 31, and is applied to custdaiis annually, beginning March 1st.
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On April 18, 2008, Distribution Corporation filech appeal with Supreme Court, Albany County, seekawiew of the 2007 rate ord
The appeal contended, among other things, thall#feSC improperly disallowed recovery of certain ieowmental cleanup costs. Followin
further appeals, on March 29, 2011, the Court opegls, the state’highest court, issued a judgment and opiniorairoif of Distributiol
Corporation. The matter was remanded to the NYRSt& timplemented consistent with the decision efdburt.

Pennsylvania Jurisdiction

Distribution Corporatiors current delivery charges in its Pennsylvaniasgliction were approved by the PaPUC on Novembe2@06 a
part of a settlement agreement that became eftedtimuary 1, 2007.

Pipeline and Storage

Supply Corporation filed a general rate case whh EERC on October 31, 2011, proposing rate inesets be effective Decembe
2011. The parties on April 17, 2012 reached aneagest in principle to settle the rate case at rgéeerally lower than the rates propose
October 2011 by Supply Corporation. On August 8,2@he FERC issued an order approving the settieme

The settlement provides for, among other thingsariincrease in Supply Corporatisrbase tariff rates effective May 1, 2012, based
“black box” overall cost of service of $166,500,000 per ye#ramthan a stated rate of return, (ii) implemeatabf a tracking mechanism
adjust fuel retention rates annually to reflecuatexperience, replacing the previously fixed figgéntion rates, (i) a requirement that its |
general rate case be filed no later than Janua2p16, (iv) the elimination of a regulatory liabfliassociated with its postretirement ber
plans, (v) lower and more detailed depreciatiorgaand (vi) the “roll-in” of the costs of certaimcrementallypriced firm transportatic
services into system-wide “postage stamgiks, replacing the previous zoned rates for iceftan transportation services originating at
Niagara import point

Empire’s facilities known as the Empire Connector projeere placed into service on December 10, 2008. fAthat date, Empil
became an interstate pipeline subject to FERC atigul, performing services under a FERC-approvetf end at FERCapproved rates. T
December 21, 2006 FERC order issuing Empire its N&&ation 7(c) Certificate required Empire to file@st and revenue study at the FE
following three years of actual operation as arrstate pipeline, in conjunction with which Empias directed either to justify Empige’
existing recourse rates or to propose alternatwesr Empire satisfied this obligation on March 2@12 by filing a cost and revenue st
based on the twelve months ended December 31, 20d1did not propose alternative rates. The FERnbayet responded to Empsdiling
or issued any notice setting a deadline for otteerespond.

ENVIRONMENTAL MATTERS

The Company is subject to various federal, statklacal laws and regulations relating to the pridecof the environment. The Comp:
has established procedures for the ongoing evatuafiits operations to identify potential enviroemtal exposures and comply with regula
policies and procedures. It is the Company’s pdiicgccrue estimated environmental clegneosts (investigation and remediation) when
amounts can reasonably be estimated and it is bi®hhat the Company will be required to incur sedsts. At September 30, 2012,
Company has estimated its remaining clapreosts related to former manufactured gas plteg and third party waste disposal sites will
the range of $15.4 million to $19.6 million. Themmum estimated liability of $15.4 million has bemmorded in Other Deferred Credits on
Consolidated Balance Sheet at September 30, 20%2 Cbmpany expects to recover its environmentanalg costs through rate recove
Other than as discussed in Note | (referred tovglthe Company is currently not aware of any matexdditional exposure to environmel
liabilities. However, changes in environmental laamsl regulations, new information or other factawald adversely impact the Company.
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For further discussion refer to Item 8 at Note IGemmitments and Contingencies under the headingif&mmental Matters.”

Legislative and regulatory measures to addressatdinchange and greenhouse gas emissions are ouvgrhases of discussion
implementation. In the United States, these efforttude legislative proposals and EPA regulatiahshe federal level, actions at the <
level, and private party litigation related to grheuse gas emissions. While the U.S. Congressrbastfme to time considered legislat
aimed at reducing emissions of greenhouse gasemyr€s has not yet passed any federal climate ehlaggslation and we cannot pre:
when or if Congress will pass such legislation @amdvhat form. In the absence of such legislatidve EPA is regulating greenhouse
emissions pursuant to the authority granted to/ithHe federal Clean Air Act. For example, in Ag2012, the EPA adopted rules which
restrict emissions associated with oil and natgesd drilling. Compliance with these new rules witit materially change the Compasy’
ongoing emissiondimiting technologies and practices, and is notezted to have a significant impact on the Compamyaddition, th:
U.S. Congress has from time to time considered Hiilht would establish a cap-amdede program to reduce emissions of greenhouses
Legislation or regulation that restricts carbon €siuns could increase the Compangost of environmental compliance by requiring
Company to install new equipment to reduce emissfmm larger facilities and/or purchase emissitmwances. International, federal, stat
regional climate change and greenhouse gas measouds also delay or otherwise negatively affedore$ to obtain permits and otl
regulatory approvals with regard to existing and figcilities, or impose additional monitoring argporting requirements. Climate change
greenhouse gas initiatives, and incentives to geasenergy or use alternative energy sources, aatidreduce demand for oil and natural
But legislation or regulation that sets a priceootherwise restricts carbon emissions could béseefit the Company by increasing deman
natural gas, because substantially fewer carbosstonis per Btu of heat generated are associatbdtiwdtuse of natural gas than with cel
alternate fuels such as coal and oil. The effeetténial or not) on the Company of any new legigéatir regulatory measures will depend or
particular provisions that are ultimately adopted.

NEW AUTHORITATIVE ACCOUNTING AND FINANCIAL REPORTIN G GUIDANCE

In June 2011, the FASB issued authoritative guidamgarding the presentation of comprehensive iecorhe new guidance allo
companies only two choices for presenting net ire@md other comprehensive income: in a single coatis statement, or in two separate
consecutive, statements. The guidance eliminagestutrent option to report other comprehensivenmeand its components in the stateme
changes in equity. This authoritative guidance Wl effective as of the Compasyfirst quarter of fiscal 2013 and is not expediedhave
significant impact on the Company’s financial stagats.

In September 2011, the FASB issued revised audttimét guidance that simplifies the testing of godldier impairment. The revise
guidance allows companies the option to perforngualitative” assessment to determine whether further impairtesting is necessary. T
revised authoritative guidance is required to lectifve for the Companyg annual impairment test performed in fiscal 2008 Company hi
adopted the new provisions for fiscal 2012, asyezdbption was permitted.

In December 2011, the FASB issued authoritativelguie requiring enhanced disclosures regardingettifig assets and liabilitie
Companies are required to disclose both grossnrdton and net information about both instrumemid ansactions eligible for offset in
statement of financial position and instruments arahsactions subject to an agreement similar tmaster netting arrangement. 1
authoritative guidance will be effective as of thempanys first quarter of fiscal 2014 and is not expedtethave a significant impact on
Company’s financial statements.

EFFECTS OF INFLATION

Although the rate of inflation has been relatividw over the past few years, the Compangperations remain sensitive to increas
the rate of inflation because of its capital spagdind the regulated nature of a significant portibits business.
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SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS

The Company is including the following cautionatgtement in this Form 1B-to make applicable and take advantage of the lsafieo
provisions of the Private Securities Litigation Bafi Act of 1995 for any forwartboking statements made by, or on behalf of, then@any
Forwardiooking statements include statements concerniagsplobjectives, goals, projections, strategiesiréduevents or performance, i
underlying assumptions and other statements whielother than statements of historical facts. Friome to time, the Company may publist
otherwise make available forward-looking statemeithis nature. All such subsequent forwéwdking statements, whether written or oral
whether made by or on behalf of the Company, ae ekpressly qualified by these cautionary statésn€ertain statements contained in
report, including, without limitation, statementsgarding future prospects, plans, objectives, ggaisjections, estimates of oil and
quantities, strategies, future events or perforraaral underlying assumptions, capital structurécipated capital expenditures, completiol
construction projects, projections for pension atiter postretirement benefit obligations, impacts of the adwpof new accounting rules, &
possible outcomes of litigation or regulatory predi&gs, as well as statements that are identifiedhke use of the words “anticipates,’
“estimates,” “expects,” “forecasts,” “intends,” ‘gis,” “predicts,” “projects,” “believes,” “seeks;will,” “may,” and similar expressions,
“forward-looking statementsds defined in the Private Securities Litigationdef Act of 1995 and accordingly involve risks anttertaintie
which could cause actual results or outcomes tierdihaterially from those expressed in the forwlmaking statements. The Compasy’
expectations, beliefs and projections are expreigsgdod faith and are believed by the Companyateeha reasonable basis, but there can
assurance that managemsngxpectations, beliefs or projections will resuitbe achieved or accomplished. In addition to ofhetors an
matters discussed elsewhere herein, the follownegiraportant factors that, in the view of the Comygacould cause actual results to di
materially from those discussed in the forward-iogkstatements:

1. Factors affecting the Compagyability to successfully identify, drill for andgruce economically viable natural gas and oil me=x
including among others geology, lease availabilitye disputes, weather conditions, shortagesaydebr unavailability of equipme
and services required in drilling operations, ifisignt gathering, processing and transportatiopacéy, the need to obte
governmental approvals and permits, and compliarntteenvironmental laws and regulatiol

2. Changes in laws, regulations or judicial interptietes to which the Company is subject, includingsth involving derivatives, tax:
safety, employment, climate change, other envirariaiematters, real property, and exploration anodpction activities such
hydraulic fracturing

Changes in the price of natural gas or

Impairments under the SI's full cost ceiling test for natural gas and oflee/es

Uncertainty of oil and gas reserve estima

Significant differences between the Com(’s projected and actual production levels for natgaa or oil;
Changes in demographic patterns and weather conslj

Changes in the availability, price or accountirgatment of derivative financial instrumer

© © N o g &~ w

Governmental/regulatory actions, initiatives andgeedings, including those involving rate casesdwhddress, among other thir
allowed rates of return, rate design and retainatliral gas), environmental/safety requirements|is# relationships, indust
structure, and franchise renew

10. Delays or changes in costs or plans with respe@ampany projects or related projects of other camgs, including difficulties «
delays in obtaining necessary governmental appsoyarmits or orders or in obtaining the cooperatib interconnecting facilil
operators
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11.

12.

13.
14.

15.

16.

17.
18.

19.

20.

21.

Financial and economic conditions, including #wvailability of credit, and occurrences affectihg Companys ability to obtai
financing on acceptable terms for working capitadpital expenditures and other investments, inolydiny downgrades in t
Compan’s credit ratings and changes in interest ratesodme capital market condition

Changes in economic conditions, including globational or regional recessions, and their ¢ftecthe demand for, and customers
ability to pay for, the Compar's products and service

The creditworthiness or performance of the Com’s key suppliers, customers and counterpait

Economic disruptions or uninsured losses resuftiogn major accidents, fires, severe weather, nhtlisasters, terrorist activities, a
of war, cyber attacks or pest infestati

Changes in price differential between similar qitee® of natural gas at different geographic lomagi, and the effect of such char
on the demand for pipeline transportation capdoityr from such location:

Other changes in price differentials between singlaantities of oil or natural gas having differeptality, heating value, geograp
location or delivery date

Significant differences between the Com(’'s projected and actual capital expenditures ancatipg expense:

Changes in laws, actuarial assumptions, therdet rate environment and the return on plan/mgsets related to the Company’
pension and other pe«retirement benefits, which can affect future fumgdabligations and costs and plan liabiliti

The cost and effects of legal and administratiaénts against the Company or activist shareholdepaigns to effect changes at
Company;

Increasing health care costs and the resudfiiegt on health insurance premiums and on theatitin to provide other posétiremen
benefits; ol

Increasing costs of insurance, changes in covexadehe ability to obtain insuranc

The Company disclaims any obligation to updatefanyard-looking statements to reflect events ocwinstances after the date hereof.

ltem 7A  Quantitative and Qualitative Disclosures About MakRisk

Refer to the “Market Risk Sensitive Instrumentsttgm in ltem 7, MD&A.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Nwtid-uel Gas Company:

In our opinion, the consolidated financial statetadisted in the accompanying index present fairyall material respects, the finan:
position of National Fuel Gas Company and its glibgies at September 30, 2012 and 2011, and thétged their operations and their ¢
flows for each of the three years in the periodeen8eptember 30, 2012 in conformity with accounpmigciples generally accepted in
United States of America. In addition, in our opimi the financial statement schedule listed inadbeompanying index presents fairly, in
material respects, the information set forth themshen read in conjunction with the related cormmitd financial statements. Also in
opinion, the Company maintained, in all materiajpexcts, effective internal control over financigporting as of September 30, 2012, base
criteria established irnternal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatiohshe Treadwa
Commission (COSO). The Compamymanagement is responsible for these financidkrstents and financial statement schedule
maintaining effective internal control over finaakireporting and for its assessment of the effectss of internal control over finan
reporting, included in ManagemestReport on Internal Control over Financial Repaytappearing under Item 9A. Our responsibilityd
express opinions on these financial statementsthenfinancial statement schedule, and on the Cowypanternal control over financ
reporting based on our integrated audits. We caeduour audits in accordance with the standardshefPublic Company Accounti
Oversight Board (United States). Those standargisine that we plan and perform the audits to obtaasonable assurance about whethe
financial statements are free of material misstatgnand whether effective internal control overafinial reporting was maintained in
material respects. Our audits of the financialestegnts included examining, on a test basis, evasopporting the amounts and disclosur:
the financial statements, assessing the accouptingiples used and significant estimates made bBpagement, and evaluating the ow
financial statement presentation. Our audit ofrimaé control over financial reporting included dbiag an understanding of internal con
over financial reporting, assessing the risk thatederial weakness exists, and testing and evalyi#iie design and operating effectivene:
internal control based on the assessed risk. Oditsaalso included performing such other procedwagsve considered necessary in
circumstances. We believe that our audits proviteaaonable basis for our opinions.

A companys internal control over financial reporting is a@ess designed to provide reasonable assuranceliregghe reliability o
financial reporting and the preparation of finahsiatements for external purposes in accordanttegenerally accepted accounting princig
A companys internal control over financial reporting inclsdfose policies and procedures that (i) pertathéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (ii) provide reasonable assur
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management :
directors of the company; and (iii) provide readsleaassurance regarding prevention or timely deteaf unauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @étmisstatements. Also, projections
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in conditior
that the degree of compliance with the policieprocedures may deteriorate.

P RICEWATERHOUSEC OOPERY_LP

Buffalo, New York
November 21, 201
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NATIONAL FUEL GAS COMPANY

CONSOLIDATED STATEMENTS OF INCOME AND EARNINGS
REINVESTED IN THE BUSINESS

Year Ended September 3(
2012 2011 2010
(Thousands of dollars, except per commo
share amounts)

INCOME
Operating Revenues $ 1,626,85 $ 1,778,84. $ 1,760,50:
Operating Expenses
Purchased Ge 415,58¢ 628,73. 658,43.
Operation and Maintenan 401,39° 400,51¢ 394,56¢
Property, Franchise and Other Ta 90,28¢ 81,90: 75,85:
Depreciation, Depletion and Amortizati 271,53( 226,52 191,19¢
1,178,80 1,337,68I 1,320,05;
Operating Income 448,04¢ 441,16: 440,45:
Other Income (Expense):.
Gain on Sale of Unconsolidated Subsidia — 50,87¢ —
Other Income 5,13: 5,947 6,12¢
Interest Incom: 3,68¢ 2,91¢ 3,72¢
Interest Expense on Lo-Term Debt (82,007) (73,567 (87,190
Other Interest Expen: (4,239 (4,559 (6,75€)
Income from Continuing Operations Before Income Tars 370,63 422,78 356,36(
Income Tax Expens 150,55¢ 164,38 137,22
Income from Continuing Operations 220,07" 258,40: 219,13:
Discontinued Operations:
Income from Operations, Net of T. — — 47C
Gain on Disposal, Net of Te — — 6,31(
Income from Discontinued Operations, Net of Ta — — 6,78(
Net Income Available for Common Stock 220,07 258,40: 225,91;
EARNINGS REINVESTED IN THE BUSINESS
Balance at Beginning of Ye 1,206,02. 1,063,26: 948,29:
1,426,09 1,321,66. 1,174,201
Dividends on Common Stoc (119,819 (115,64 (110,949
Balance at End of Year $ 1,306,28 $ 1,206,02: $ 1,063,26:
Earnings Per Common Share
Basic:
Income from Continuing Operatiol $ 2.65 $ 3.1 $ 2.7C
Income from Discontinued Operatio — — 0.0¢
Net Income Available for Common Stock $ 2.65 $ 3.15 $ 2.7¢
Diluted:
Income from Continuing Operatiol $ 2.62 $ 3.0¢ $ 2.6t
Income from Discontinued Operatio — — 0.0¢
Net Income Available for Common Stock $ 2.6 $ 3.0¢ $ 2.7¢
Weighted Average Common Shares Outstanding
Used in Basic Calculatic 83,127,84 82,514,01 81,380,43
Used in Diluted Calculatio 83,739,77 83,670,80 82,660,59

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

ASSETS
Property, Plant and Equipment
Less— Accumulated Depreciation, Depletion and Amortiza:

Current Assets
Cash and Temporary Cash Investm
Hedging Collateral Deposi
Receivable— Net of Allowance for Uncollectible Accounts of $3@7 and $31,039, Respectivi
Unbilled Utility Revenue
Gas Stored Undergrout
Materials and Supplie— at average co:
Other Current Asse
Deferred Income Taxe

Other Assets
Recoverable Future Tax
Unamortized Debt Expen:
Other Regulatory Asse
Deferred Charge
Other Investment
Goodwill
Fair Value of Derivative Financial Instrumel
Other

Total Assets

CAPITALIZATION AND LIABILITIES
Capitalization:
Comprehensive Shareholder Equity
Common Stock, $1 Par Vali
Authorized— 200,000,000 Shares; Issued and Outstar— 83,330,140 Shares and 82,812,677 Shares, Respe:
Paid In Capita
Earnings Reinvested in the Busin
Total Common Sharehold’ Equity Before Items of Other Comprehensive L
Accumulated Other Comprehensive L
Total Comprehensive Shareholder Equity
Long-Term Debt, Net of Current Portion
Total Capitalization
Current and Accrued Liabilities
Notes Payable to Banks and Commercial P
Current Portion of Lor-Term Debt
Accounts Payabl
Amounts Payable to Custome
Dividends Payabl
Interest Payable on Lo-Term Debt
Customer Advance
Customer Security Depos
Other Accruals and Current Liabilitit
Fair Value of Derivative Financial Instrumei

Deferred Credits
Deferred Income Taxe
Taxes Refundable to Custom:
Unamortized Investment Tax Cre
Cost of Removal Regulatory Liabili
Other Regulatory Liabilitie
Pension and Other P-Retirement Liabilities
Asset Retirement Obligatior
Other Deferred Credit

Commitments and Contingencie:
Total Capitalization and Liabilities

See Notes to Consolidated Financial Statements
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At September 30

2012 2011
(Thousands of
dollars)

$6,615,81. $5,646,91:
1,876,01 1,646,39
4,739,80. 4,000,52
74,49: 80,42¢
364 19,70:
115,81¢ 131,88
19,65: 17,28¢
49,79¢ 54,32t
28,571 27,93:
56,12: 64,92:
10,75t 15,42:
355,57t 411,90:
150,94: 144,37
13,40¢ 10,57:
546,85! 484,39
7,591 5,552
86,77 79,36t
5,47¢ 5,47¢
27,61¢ 76,08t
1,10¢ 2,83¢
839,76! 808,65!
$5,935,14: $5,221,08.
$ 83,33( $ 82,81
669,50: 650,74¢
1,306,28: 1,206,02
2,059,11! 1,939,58
(99,020 (47,699
1,960,09! 1,891,88
1,149,001 899,00(
3,109,09! 2,790,88:
171,00( 40,00(
250,00( 150,00(
87,98t 126,70¢
19,96« 15,51¢
30,41¢ 29,39¢
29,49! 25,51:
24,05t 19,64:
17,94: 17,32:
79,09¢ 108,63t
24,52 9,72¢
734,47¢ 542,46°
1,065,75 955,38:
66,39: 65,54:
2,00t 2,58¢
139,61: 135,94(
21,01« 17,17:
516,19 481,52
119,24¢ 75,73:
161,34t 153,85:
2,091,56! 1,887,73
$5,935,14: $5,221,08.
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NATIONAL FUEL GAS COMPANY

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities
Net Income Available for Common Sto
Adjustments to Reconcile Net Income to Net Caslvideal by Operating Activitie:
Gain on Sale of Unconsolidated Subsidia
Gain on Sale of Discontinued Operatic
Depreciation, Depletion and Amortizati
Deferred Income Taxe
Excess Tax Costs (Benefits) Associated with S-Based Compensation Awar
Elimination of Other Po-Retirement Regulatory Liabilit
Other
Change in
Hedging Collateral Deposi
Receivables and Unbilled Utility Reven
Gas Stored Underground and Materials and Sup
Other Current Asse'
Accounts Payabl
Amounts Payable to Custome
Customer Advance
Customer Security Deposi|
Other Accruals and Current Liabiliti
Other Asset:
Other Liabilities
Net Cash Provided by Operating Activities
Investing Activities
Capital Expenditure
Net Proceeds from Sale of Unconsolidated Subset
Net Proceeds from Sale of Timber Mill and Relatexbets
Net Proceeds from Sale of Landfill Gas Pipelineeis
Net Proceeds from Sale of Oil and Gas Producingétties
Other
Net Cash Used in Investing Activities
Financing Activities
Change in Notes Payable to Banks and Commerciadrl
Excess Tax (Costs) Benefits Associated with S-Based Compensation Awar
Net Proceeds from Issuance of L-Term Debi
Reduction of Lon-Term Debi
Net Proceeds from Issuance (Repurchase) of Comitomk
Dividends Paid on Common Sto
Net Cash Provided By (Used in) Financing Activitie:

Net Decrease in Cash and Temporary Cash Investmer
Cash and Temporary Cash Investments At Beginning of ear
Cash and Temporary Cash Investments At End of Yea
Supplemental Disclosure of Cash Flow Informatior

Cash Paid For:
Interest

Income Taxes (Refunde

Year Ended September 3(

2012 2011
(Thousands of dollars)

$ 220,07 $ 258,40:
— (50,879
271,53( 226,52
144,15( 164,25:
(98E) 1,22¢
(21,672 -
12,95: 15,65
19,33: (8,567)
13,85¢ 3,88
5,40F (9,939
9,79( 83,24
(14,996 20,29:
4,44¢ (22,590
4,412 (7,995
621 (999
10,63 242
(10,739 15,25¢
(8,03¢) (27,470
660,78 660,54t
(1,036,78) (820,872
— 59,36¢
— 63,50:
44¢ (2,909)
(1,036,33) (700,919
131,00( 40,00(
98t (1,224
496,08! —
(150,000) (200,000
10,34t (592)
(118,799 (114,55
369,61 (276,37)
(5,939 (316,742)
80,42¢ 397,17:
$ 74,49 $ 80,42¢
$ 81,05! $ 81,96¢
$ 474 $ (63,109

See Notes to Consolidated Financial Statements
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2010

$ 225,91

(10,33
191,80¢
134,67¢
(13,207

9,22(

(10,286
10,26:
6,54¢
(37,40
(4,616)
(67,66¢)
3,08:
89C
(682)
7,97(
861

447,03
(443,10)

15,77(
38,00(

(25))
(389,58)

13,20°
26,05
(109,599)
(70,33;)
(12,887
410,05:
$397.17.

$ 93,33t
$ 30,97t
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NATIONAL FUEL GAS COMPANY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net Income Available for Common Sto

Other Comprehensive Income (Loss), Before -
Decrease in the Funded Status of the Pension dm&t Bos-Retirement Benefit Plar

Reclassification Adjustment for Amortization of &riYear Funded Status of the Pension and

Other PosRetirement Benefit Plar

Foreign Currency Translation Adjustme

Reclassification Adjustment for Realized Foreign@€ncy Translation Loss in Net Incor

Unrealized Gain (Loss) on Securities Available$ate Arising During the Peric

Unrealized Gain (Loss) on Derivative Financial tngtents Arising During the Peric

Reclassification Adjustment for Realized Gains arifative Financial Instruments in Net
Income

Other Comprehensive Loss, Before ~

Income Tax Benefit Related to the Decrease in th@lEd Status of the Pension and Other |
Retirement Benefit Plar

Reclassification Adjustment for Income Tax BenBf#lated to the Amortization of the Prior
Year Funded Status of the Pension and Othe-Retirement Benefit Plar

Income Tax Expense (Benefit) Related to Unreali@aéh (Loss) on Securities Available for
Sale Arising During the Peric

Income Tax Expense (Benefit) Related to Unreali@aéh (Loss) on Derivative Financial
Instruments Arising During the Perii

Reclassification Adjustment for Income Tax Expeaserealized Gains on Derivative Finani
Instruments in Net Incomr

Income Taxe— Net

Other Comprehensive Lo

Comprehensive Inconr

Year Ended September 3(

2012 2011
(Thousands of dollars)

$220,07" $258,40:.
(27,552 (24,17))
10,27( 8,53¢
— 17
— 34
3,54¢ (1,199
(7,249 30,23¢
(65,697 (15,48%)
(86,676 (2,03])
(10,149 (8,735
3,83¢ 3,221
1,311 (457)
(8,244) 12,83¢
(22,119 (6,186)
(35,355 682
(51,329 (2,719
$168,75¢ $255,68!

See Notes to Consolidated Financial Statements
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2010
$225,91:
(30,15¢)

5,00(
53

(2,19
65,36¢

(41,320
(3,25)

(11,379
1,887
(831)

26,62¢

(16,967
(662)
(2,589
$223,32:
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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 whichais fa controlling financial interest. The equity huet is used to account for entitie:
which the Company has a neontrolling financial interest. All significant iatcompany balances and transactions are elimindtiee
Company uses proportionate consolidation when atowyfor drilling arrangements related to oil agas producing properties accountec
under the full cost method of accounting.

During the quarter ended March 31, 2011, the Compatd its 50% equity method investments in Sertecargy and Model City fi
$59.4 million, resulting in a gain of $50.9 millio8eneca Energy and Model City generate and satradity using methane gas obtained f
landfills owned by outside parties.

The preparation of the consolidated financial stetets in conformity with GAAP requires managemenmtntake estimates a
assumptions that affect the reported amounts etsissd liabilities and disclosure of contingersieds and liabilities at the date of the finar
statements and the reported amounts of revenuesxgetises during the reporting period. Actual testduld differ from those estimates.

Reclassifications and Revisions

Certain prior year amounts have been reclassifiedohform with current year presentation. This udels the reclassification of $6
million from Other Regulatory Liabilities to OthdRegulatory Assets on the Consolidated Balance Sae&eptember 30, 2011. T
reclassification pertains to pension and pesirement benefit regulatory asset and regulaliatyility balances. The Company has switc
from a “gross” presentation to a “ngifesentation, which is consistent with the methogglused by the various regulators in analyzindn
regulatory asset and liability balances. This resification did not impact the Consolidated Statetmed Income and there was an immate
impact to the Consolidated Statement of Cash Flows.

The Company also reclassified $26.6 million fromh&t Regulatory Assets to Other Current Assets &®I8smillion from Othe
Regulatory Liabilities to Other Accruals and Cutrémbilities on the Consolidated Balance Sheebeptember 30, 2011. The reclassifice
was made to distinguish lortgem regulatory assets and liabilities from curregulatory assets and liabilities. Current regulatassets a
defined as assets recoverable from ratepayers aveelvemonth period. Current regulatory liabilities arefided as liabilities payable
ratepayers over a twelmenth period. These reclassifications did not impiae Consolidated Statement of Income and theseamammateri:
impact to the Consolidated Statement of Cash Flows.

Revisions were made on the Consolidated Statenfe@ash Flows for the years ended September 30, a8#i1September 30, 201C
reflect noneash investing activities embedded in Accounts Blayan the Consolidated Balance Sheets at Septe3th@011, September .
2010 and September 30, 2009. These revisions rddbeecash inflow related to Accounts Payablelfieryiears ended September 30, 201!
September 30, 2010 by $16.7 million and $12.7 anillirespectively, and reduced capital expendithyethe same amounts. The effect of tl
revisions was to reduce Net Cash Provided by Oipgractivities for the years ended September 3@,128nd September 30, 2010 an
reduce Net Cash Used in Investing Activities far ylears ended September 30, 2011 and Septembz0 B0,

Regulation

The Company is subject to regulation by certainestgand federal authorities. The Company has actwupblicies which conform
GAAP, as applied to regulated enterprises, andraeecordance with the accounting requirementsrateiaking practices of the regulai
authorities. Reference is made to Note C — Regunyld¢tatters for further discussion.
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NATIONAL FUEL GAS COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Revenue Recognition

The Companys Utility segment records revenue as bills are eesd, except that service supplied but not biledeported as unbills
utility revenue and is included in operating revemior the year in which service is furnished.

The Company’s Energy Marketing segment recordsmexas bills are rendered for service supplied mathly basis.

The Companys Pipeline and Storage segment records revenuendtural gas transportation and storage serviceserRe fron
reservation charges on firm contracted capacitgdsgnized through equal monthly charges over ¢iéract period regardless of the amoui
gas that is transported or stored. Commodity clsaogefirm contracted capacity and interruptible tcacts are recognized as revenue v
physical deliveries of natural gas are made a@tireed upon delivery point or when gas is injectedithdrawn from the storage field. T
point of delivery into the pipeline or injection withdrawal from storage is the point at which ovahgp and risk of loss transfers to the bi
of such transportation and storage services.

The Companys Exploration and Production segment records revéased on entitlement, which means that reveneedsded based
the actual amount of gas or oil that is deliverecatpipeline and the Compasybwnership interest in the producing well. If aductior
imbalance occurs between what was supposed toliveréd to a pipeline and what was actually produaed delivered, the Company acci
the difference as an imbalance.

Allowance for Uncollectible Accounts

The allowance for uncollectible accounts is the @any’s best estimate of the amount of probable credgds in the existing accou
receivable. The allowance is determined based sinridal experience, the age and other specifariétion about customer accounts. Acc
balances are charged off against the allowancesénabnths after the account is final billed or wiitds anticipated that the receivable will
be recovered.

Regulatory Mechanisms

The Companys rate schedules in the Utility segment contains#a that permit adjustment of revenues to refiece changes from t
cost of purchased gas included in base rates.rBiftees between amounts currently recoverable amdlaadjustment clause revenues, as
as other price changes and pipeline and storageamnrefunds not yet includable in adjustment daages, are deferred and accounted f
either unrecovered purchased gas costs or amoaytble to customers. Such amounts are generaloyeeed from (or passed back
customers during the following fiscal year.

Estimated refund liabilities to ratepayers représeanagement’s current estimate of such refundéerBaece is made to Note-G
Regulatory Matters for further discussion.

The impact of weather on revenues in the Utilitgraent’s New York rate jurisdiction is tempered bYW&C, which covers the eight-
month period from October through May. The WNC ésigned to adjust the rates of retail customergflect the impact of deviations frc
normal weather. Weather that is warmer than noremllts in a surcharge being added to custoneersént bills, while weather that is col
than normal results in a refund being creditedust@mers’ current bills. Since the Utility segmsrfennsylvania rate jurisdiction does not |
a WNC, weather variations have a direct impacth@Rennsylvania rate jurisdiction’s revenues.

The impact of weather normalized usage per cust@oeount in the Utility segmeistNew York rate jurisdiction is tempered b
revenue decoupling mechanism. The effect of themeg decoupling
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mechanism is to render the Company financiallyffedént to throughput decreases resulting from eoration. Weather normalized usage
account that exceeds the average weather normalszegke per customer account results in a refuntylmedited to customerbills. Weathe
normalized usage per account that is below theageeweather normalized usage per account resudtsimcharge being added to customer
bills. The surcharge or credit is calculated ovéwvelvemonth period ending December 31st, and appliedistoener bills annually, beginni
March 1st.

In the Pipeline and Storage segment, the alloweas réhat Supply Corporation and Empire bill thaistomers are based on a stre
fixed-variable rate design, which allows recovery of faled costs, including return on equity and incotages, through fixed montt
reservation charges. Because of this rate desiigmges in throughput due to weather variations albohave a significant impact on -
revenues of Supply Corporation or Empire.

Property, Plant and Equipment

The principal assets of the Utility and Pipelined éBtorage segments, consisting primarily of gastpia service, are recorded at
historical cost when originally devoted to senvicghe regulated businesses, as required by regylatthorities.

In the Companys Exploration and Production segment, oil and gapgaty acquisition, exploration and developmergts@re capitalize
under the full cost method of accounting. Undes thiethodology, all costs associated with propectussition, exploration and developm
activities are capitalized, including internal codirectly identified with acquisition, explorati@nd development activities. The internal ¢
that are capitalized do not include any costs edldab production, general corporate overhead, roilai activities. The Company does
recognize any gain or loss on the sale or othguodiion of oil and gas properties unless the gairloss would significantly alter t
relationship between capitalized costs and proesdrwes of oil and gas attributable to a cost cente

Capitalized costs include costs related to unprgwregerties, which are excluded from amortizatiatilyproved reserves are found or |
determined that the unproved properties are impaié# costs related to unproved properties aréenged quarterly to determine if impairm
has occurred. The amount of any impairment is fesred to the pool of capitalized costs being amed.

In April 2011, the Company completed the sale @bitf-shore oil and natural gas properties in the Gu€ekico. The Company receiv
net proceeds of $55.4 million from this sale. TremPany also eliminated the asset retirement olidigatssociated with its offhore oil an
gas properties. This obligation amounted to $37lbom and was accounted for as a reduction of tediged costs under the full cost metho
accounting for oil and natural gas properties akb agea reduction of the asset retirement obligatidsset retirement obligations are discu
further in Note B — Asset Retirement Obligations.

Capitalized costs are subject to the SEC full cesling test. The ceiling test, which is performeach quarter, determines a limit
ceiling, on the amount of property acquisition, lexation and development costs that can be cap#@liThe ceiling under this test repres
(a) the present value of estimated future net flass, excluding future cash outflows associatethwiettling asset retirement obligations
have been accrued on the balance sheet, usinga@udisfactor of 10%, which is computed by applyprices of oil and gas (as adjusted
hedging) to estimated future production of provedamd gas reserves as of the date of the latdsinba sheet, less estimated fu
expenditures, plus (b) the cost of unevaluated gnt@s not being depleted, less (c) income taxceffeclated to the differences betweer
book and tax basis of the properties. The natuaaland oil prices used to calculate the full cedtrgy are based on an unweighted arithn
average of the first day of the month oil and gases for each month within the twelweenth period prior to the end of the reporting perilf
capitalized costs, net of accumulated depreciatiepletion and amortization and related deferredrime taxes, exceed the ceiling at the el
any quarter, a
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permanent impairment is required to be chargedhtaiegs in that quarter. In adjusting estimatedirieitnet cash flows for hedging under
ceiling test at September 30, 2012, 2011, and 2@&fimated future net cash flows were increasedb$8.4 million, $35.4 million ar
$65.4 million, respectively. At September 30, 20t ceiling exceeded the book value of the oil gad properties by approximately $t
million.

Maintenance and repairs of property and replacesnehiminor items of property are charged directynaintenance expense. -
original cost of the regulated subsidiariggoperty, plant and equipment retired, and the @dstemoval less salvage, are charge
accumulated depreciation.

Depreciation, Depletion and Amortization

For oil and gas properties, depreciation, deplegioth amortization is computed based on quantitegyted in relation to proved reser
using the units of production method. The costrgiroved oil and gas properties is excluded frora domputation. In the All Other categc
for timber properties, depletion, determined orr@pprty by property basis, is charged to operatimased on the actual amount of timber c
relation to the total amount of recoverable timldeor all other property, plant and equipment, dejpt®n, depletion and amortization
computed using the straighte method in amounts sufficient to recover castsr the estimated service lives of property invieer The
following is a summary of depreciable plant by segtn

As of September 3(

2012 2011
(Thousands)
Utility $1,737,64! $1,695,70:
Pipeline and Storag 1,406,43. 1,260,30.
Exploration and Productic 2,828,35! 2,042,22!
Energy Marketing 2,86¢ 2,09t
All Other and Corporat 196,59: 127,29:
$6,171,89. $5,127,61.
Average depreciation, depletion and amortizatiagesrare as follows:
Year Ended
September 3C
2012 2011 2010
Utility 2.6% 2.6% 2.6%
Pipeline and Storag 2.% 3.1% 3.C%
Exploration and Production, per Mcfe| $2.28 $2.17 $2.14
Energy Marketing 3.€% 2.5% 2.5%
All Other and Corporat 1.8% 1.2% 6.8%

(1) Amounts include depletion of oil and gas pradgcproperties as well as depreciation of fixedetssAs disclosed in Note N-
Supplementary Information for Oil and Gas Produditgperties, depletion of oil and gas producingppries amounted to $2.19, $2
and $2.10 per Mcfe of production in 2012, 2011 260, respectively

Goodwill

The Company has recognized goodwill of $5.5 millamof September 30, 2012 and 2011 on its Consetiddalance Sheets relatet
the Companys acquisition of Empire in 2003. The Company act®tor goodwill in accordance with the current auttative guidance, whic
requires the Company to test
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goodwill for impairment annually. At September 2012, 2011 and 2010, the fair value of Empire wasgr than its book value. As such,
goodwill was not considered impaired at those da®eéng back to the origination of the goodwill2003, the Company has never recorde
impairment of its goodwill balance.

Financial Instruments

Unrealized gains or losses from the Comparngvestments in an equity mutual fund and thekstifcan insurance company (securi
available for sale) are recorded as a componeatafimulated other comprehensive income (loss).reede is made to Note G +inancia
Instruments for further discussion.

The Company uses a variety of derivative finanitiatruments to manage a portion of the marketasdociated with fluctuations in 1
price of natural gas and crude oil. These instrumérciude price swap agreements and futures adetrdhe Company accounts for tr
instruments as either cash flow hedges or fairevdéledges. In both cases, the fair value of theumsnt is recognized on the Consolid;
Balance Sheets as either an asset or a liabibigléal Fair Value of Derivative Financial InstruneriReference is made to Note FFair Value
Measurements for further discussion concerningahievalue of derivative financial instruments.

For effective cash flow hedges, the offset to tlksea or liability that is recorded is a gain orslagcorded in accumulated ot
comprehensive income (loss) on the Consolidatedrigal Sheets. The gain or loss recorded in accuedutdher comprehensive income (I
remains there until the hedged transaction ocatrsyhich point the gains or losses are reclasstiiedperating revenues or purchased
expense on the Consolidated Statements of Incomg.ideffectiveness associated with the cash flodges is recorded in the Consolid:
Statements of Income. The Company did not expegiemy material ineffectiveness with regard to @shcflow hedges during 2012, 201:
2010.

For fair value hedges, the offset to the assetability that is recorded is a gain or loss recarde operating revenues or purchasec
expense on the Consolidated Statements of Incommeeter, in the case of fair value hedges, the Compdso records an asset or liability
the Consolidated Balance Sheets representing tnegehin fair value of the asset or firm commitméiatt is being hedged (see Other Cul
Assets section in this footnote). The offset t@ théset or liability is a gain or loss recordedperating revenues or purchased gas exper
the Consolidated Statements of Income as welhdffair value hedge is effective, the gain or lsesn the derivative financial instrumen
offset by the gain or loss that arises from thengleain fair value of the asset or firm commitmédrdttis being hedged. The Company did
experience any material ineffectiveness with regauits fair value hedges during 2012, 2011 or 2010

Accumulated Other Comprehensive Income (Loss)

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

Year Ended
September 3(C
2012 2011

(Thousands)
Funded Status of the Pension and Other-Retirement Benefit Plar $(100,56)) $(89,587)
Net Unrealized Gain (Loss) on Derivative Finandéfestruments (1,602 40,97¢
Net Unrealized Gain on Securities Available fore 3,14: 90¢
Accumulated Other Comprehensive L $ (99,020 $(47,699
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At September 30, 2012, it is estimated that $10lBom of unrealized gains on derivative financiastruments will be reclassified into
Consolidated Statement of Income during 2013 witR.$ million of unrealized losses on derivativeafigial instruments being reclassified
the Consolidated Statement of Income in subsequesns. These instruments, which are classifiecdaab flow hedges, extend out to 2017.

The amounts included in accumulated other compahernncome (loss) related to the funded statut®fCompanys pension and oth
postretirement benefit plans consist of prior serviosts and accumulated losses. The total amountifar gervice credit was $0.4 million a
$0.5 million at September 30, 2012 and 2011, raspdyg. The total amount for accumulated losses %&80.9 million and $90.0 million
September 30, 2012 and 2011, respectively.

Gas Stored Underground — Current

In the Utility segment, gas stored undergroundusrent in the amount of $34.8 million is carried@ver of cost or market, on a LIt
method. Based upon the average price of spot madetpurchased in September 2012, including tratetjmm costs, the current cost
replacing this inventory of gas stored undergroundurrent exceeded the amount stated on a LIFO lbgsapproximately $46.0 million
September 30, 2012. All other gas stored undergteurcurrent, which is in the Energy Marketing segmesitcarried at an average c
method, subject to lower of cost or market adjusiisie

Unamortized Debt Expense

Costs associated with the issuance of debt by timep@ny are deferred and amortized over the livébeofelated debt.

Costs associated with the reacquisition of delatteel to rateegulated subsidiaries are deferred and amortized the remaining life «
the issue or the life of the replacement debt mheoto match regulatory treatment. At September280,2, the remaining weighted aver
amortization period for such costs was approximyatefears.

Income Taxes

The Company and its domestic subsidiaries file msolidated federal income tax return. State tamrnst are filed on a combined
separate basis depending on the applicable laweijurisdictions where tax returns are filed. Isiveent tax credit, prior to its repeal in 1¢
was deferred and is being amortized over the estunaseful lives of the related property, as reziiby regulatory authorities hav
jurisdiction.
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Consolidated Statements of Cash Flows

For purposes of the Consolidated Statements of Ekshis, the Company considers all highly liquid detstruments purchased witl
maturity of three months or less to be cash eqental

The Company has accounts payable and accrueditiebitecorded on its Consolidated Balance Shews dre related to capi
expenditures. These amounts represent gaaf investing activities at the balance sheet. dateordingly, they are excluded from
Consolidated Statement of Cash Flows when theyemrerded as liabilities and included in the Corgaikd Statement of Cash Flows w
they are paid in the subsequent period. The foligwiable summarizes the Company’s maish capital expenditures recorded as Acct
Payable and Other Accruals and Current Liabilitiegshe Consolidated Balance Sheet:

At September 30
2012 2011 2010 2009
(Thousands)
Non-cash Capital Expenditur: $52,557 $111,94  $78,63:  $20,23:

Hedging Collateral Deposits

This is an account title for cash held in margiramnts funded by the Company to serve as collaterahedging positions. ;
September 30, 2012, the Company had hedging callatteposits of $0.4 million related to its exchesigqded futures contracts.
September 30, 2011, the Company had hedging callatkeposits of $5.5 million related to its exchastigded futures contracts ¢
$14.2 million related to its over-ttesunter crude oil swap agreements. In accordantteitsiaccounting policy, the Company does note
hedging collateral deposits paid or received aga@lated derivative financial instrument liabiliby asset balances.

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

Year Ended September 3(

2012 2011
(Thousands)

Prepayment $ 8,31¢ $ 9,48¢
Prepaid Property and Other Ta; 14,45¢ 13,24(
Federal Income Taxes Receiva 26¢ 38t
State Income Taxes Receiva 2,06t 6,12¢
Fair Values of Firm Commitmen 1,291 9,09¢
Regulatory Asset 29,72¢ 26,58¢

$ 56,12: $ 64,92!
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Other Accruals and Current Liabilities
The components of the Company’s Other AccrualsGumdent Assets are as follows:

Year Ended September 3(

2012 2011
(Thousands)

Accrued Capital Expenditure $ 36,46( $ 72,12

Regulatory Liabilities 38,25: 29,36¢

Other 4,38¢ 7,14

$79,09¢ $ 108,63t

Customer Advances

The Companys Utility and Energy Marketing segments have batdnbilling programs whereby customers pay theimeged annui
usage in equal installments over a twedwventh period. Monthly payments under the baland#iddpprograms are typically higher than curt
month usage during the summer months. During tigewimonths, monthly payments under the balandéddoprograms are typically low
than current month usage. At September 30, 2012281d, customers in the balanced billing prograrad hdvanced excess funds
$24.1 million and $19.6 million, respectively.

Customer Security Deposits

The Company, in its Utility, Pipeline and Storagad Energy Marketing segments, often times requsieesirity deposits from markete
producers, pipeline companies, and commercial addstrial customers before providing services tthstustomers. At September 30, 2
and 2011, the Company had received customer sgdeafitosits amounting to $17.9 million and $17.3ioml respectively.

Earnings Per Common Share

Basic earnings per common share is computed byidiyiincome available for common stock by the wegidghaverage number
common shares outstanding for the period. Diluteihiags per common share reflects the potentiatidit that could occur if securities
other contracts to issue common stock were exefcseonverted into common stock. For purposestdrthining earnings per common sh
the only potentially dilutive securities the Comparmas outstanding are stock options, SARs andigt=irstock units. The diluted weigh
average shares outstanding shown on the Consdid&tgements of Income reflects the potential iditutas a result of these securitie:
determined using the Treasury Stock Method. Stgu#kons, SARs and restricted stock units that arédéutive are excluded from tl
calculation of diluted earnings per common shaoe. 2012, there were 844,872 securities excluddaeasy antidilutive. For 2011, there w
no securities excluded as being antidilutive. Fait® 314,910 securities were excluded as beingiutive.

Stock-Based Compensation

The Company has various stock option and stock éiptans which provide or provided for the issuaatene or more of the followir
to key employees: incentive stock options, nondjedlistock options, SARSs, restricted stock, restdcstock units, performance units
performance shares. Stock options and SARs unbplaals have exercise prices equal to the averagganprice of Company common st
on the date of grant, and generally no stock optioS8AR is exercisable less than one year or nfan ten years after the date of each g
Restricted stock is subject to restrictions onimgsand transferability. Restricted stock awardstlerthe participants to full dividend and vot
rights. The market
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value of restricted stock on the date of the awardecorded as compensation expense over the gegériod. Certificates for shares
restricted stock awarded under the Compsusgbck option and stock award plans are held byGbmpany during the periods in which
restrictions on vesting are effective. Restrictionsrestricted stock awards generally lapse ratabdy a period of not more than ten years
the date of each grant. Restricted stock units ateosubject to restrictions on vesting and traasity. Restricted stock units represent
right to receive shares of common stock of the Caimgp(or the equivalent value in cash or a combamatif cash and shares of common s
of the Company, as determined by the Company)eatiid of a specified time period. These restristedk units do not entitle the participe
to dividend and voting rights. The accounting foege restricted stock units is the same as thaiating for restricted share awards, except
the fair value at the date of grant of the restdcstock units (represented by the market valuBampany common stock on the date of
award) must be reduced by the present value obfarglividends over the vesting term of the awake fair value of restricted stock units
the date of award is recorded as compensation sgpmrer the vesting period.

The Company follows authoritative guidance whichuiees the measurement and recognition of compiensabst at fair value for ¢
share-based payments, including stock options #&RisSThe Company has chosen the Black-Schiglegon closed form model to calcul
the compensation expense associated with such-bhaegl payments since it does not have complek-bi@sed compensation awards.

Stockbased compensation expense for the years endeen8egt30, 2012, 2011 and 2010 was approximateB idilion, $6.7 million
and $4.4 million, respectively. Stotlased compensation expense is included in operatigh maintenance expense on the Consoli
Statements of Income. The total income tax bemefited to stockased compensation expense during the years ergfgdngber 30, 201
2011 and 2010 was approximately $2.9 million, $8illion and $1.8 million, respectively. There were capitalized stockased compensati
costs during the years ended September 30, 2012, &td 2010.

The Company realized tax benefits related to stmded compensation of $14.2 million, $19.0 milliand $12.8 million for the fisc
years ended September 30, 2012, 2011 and 201@ctesgdy. The Company only recorded tax benefit$@b million, $0.4 million, and $12
million related to the fiscal years ended Septen3e2012, 2011 and 2010, respectively, due tdasx carryforwards.

For a summary of transactions during 2012 involviqgion shares, noperformance based SARs, performance based SARSctex
share awards and restricted stock units for afigleefer to Note E — Capitalization and Short-T&aonrowings.

Stock Options

The total intrinsic value of stock options exerdis#uring the years ended September 30, 2012, 20d12810 totaled approximat
$13.5 million, $44.6 million, and $53.6 million,geectively. For 2012, 2011 and 2010, the amoumiash received by the Company from
exercise of such stock options was approximatelg $¥llion, $9.5 million, and $34.5 million, respaely.

There were no stock options granted during thesyeaded September 30, 2012, 2011 and 2010. Fge#rs ended September 30, 2
and 2011, no stock options became fully vested.tk®ryear ended September 30, 2010, 100,000 sfakne became fully vested. The t
fair value of the stock options that became veshatng the year ended September 30, 2010 was appxtdy $0.7 million. There was
unrecognized compensation expense related to sfutadns at September 30, 2012.
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Non-Performance Based SARs

The Company granted 166,000 and 195,000 penfiermance based SARs during the years ended rSBeete30, 2012 and 20:
respectively. The Company did not grant any performance based SARs during the year ended Sbete3), 2010. The SARs grante(
2012 will be settled in shares of common stockhef€ompany. The SARs granted in 2011 may be settledsh, in shares of common stoc
the Company, or in a combination of cash and shefemmmon stock of the Company, as determinedhieyGompany. Nomperformanc
based SARs are considered equity awards underutient authoritative guidance for stock-based comegtion. The accounting for non-
performance based SARs is the same as the accguntirstock options. The ngmerformance based SARs granted during the yeard
September 30, 2012 vest annually in one-third memgs and become exercisable on the third anniyersfathe date of grant. The non-
performance based SARs granted during the yeadeBdptember 30, 2011 vest and become exercisabimynin onethird increments. Tt
weighted average grant date fair value of thesepssformance based SARs granted during the yearedeBeptember 30, 2012 and 2011\
estimated on the date of grant using the same atiogureatment that is applied for stock options.

Participants in the stock option and award pladsndit exercise any ngmerformance based SARs during the years ended rBlepte30
2012, 2011 and 2010. The weighted average grastfdatvalue of normperformance based SARs granted in 2012 and 201$1d4r0 an
$15.01, respectively. For the year ended SepteBhe2012, 59,990 noperformance based SARs became fully vested. Foy¢he ende
September 30, 2011, no non-performance based SA&arte fully vested. For the year ended Septemhe2(BID, 50,000 noperformanc
based SARs became fully vested. The total fair evabfi the norperformance based SARs that became vested durangyebr ende
September 30, 2012 was approximately $0.9 millidre total fair value of the noperformance based SARs that became vested duenget
ended September 30, 2010 was approximately $0libmilAs of September 30, 2012, unrecognized corsgigon expense related to non
performance based SARs totaled approximately $illibm which will be recognized over a weightedeaage period of 10.2 months.

The fair value of non-performance based SARs atlttie of grant was estimated using the Black-SeHdlkerton closed form model. T
following weighted average assumptions were usexiimating the fair value of non-performance ba&SaRs at the date of grant:

Year Ended September 3(

2012 2011
Risk Free Interest Rate 1.5% 2.94%
Expected Life (Years 8.2t 8.0C
Expected Volatility 24.91% 23.3¢%
Expected Dividend Yield (Quarterl 0.64% 0.55%

The risk-free interest rate is based on the yiéla dreasury Note with a remaining term commenguath the expected term of the non
performance based SARs. The expected life and &gb&olatility are based on historical experience.

For grants during the years ended September 3@ @0d 2011, it was assumed that there would berieitures, based on the vest
term and the number of grantees.

Performance Based SARs

The Company did not grant any performance basedsShRing the years ended September 30, 2012 ant 2B Company grant
520,500 performance based SARs during the yeardeBdptember 30, 2010. The accounting treatmemeidormance based SARs is the s
as the accounting for stock options under the atiaathoritative guidance for stock-based compémsathe performance based SARs
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granted for the year ended September 30, 2010arestbecome exercisable annually in dmed increments, provided that a performe
condition is met. The performance condition forleéiscal year, generally stated, is an increase thesprior fiscal year of at least five perc
in certain oil and natural gas production of theplération and Production segment. The weighted agergrant date fair value of
performance based SARs granted during 2010 wawmagstil on the date of grant using the same accautréatment that is applied for st
options, and assumes that the performance consliipacified will be achieved. If such conditione apt met or it is not considered prob:
that such conditions will be met, no compensatixease is recognized and any previously recogrinatbensation expense is reversed.

The weighted average grant date fair value of perémce based SARs granted in 2010 is $12.06 pee.shhe total intrinsic value
performance based SARs exercised during the yeatsdeSeptember 30, 2012 and 2011 totaled less$Banmillion and approximate
$0.3 million, respectively. Participants in theckoption and award plans did not exercise anyoperéince based SARs during the year e
September 30, 2010. For the years ended Septerdp20382, 2011 and 2010, 375,179, 376,819 and 2838&ormance based SARs bec
fully vested. The total fair value of the perforsarbased SARs that became vested during each getlre ended September 30, 2012, ;
and 2010 was approximately $2.9 million, $2.9 roilliand $0.8 million, respectively. As of Septem®@r 2012, unrecognized compenss
expense related to performance based SARs totaleadamately $0.1 million, which will be recognizexver a weighted average perioc
3.0 months.

The fair value of performance based SARs at the daigrant was estimated using the Black-Schblegton closed form model. T
following weighted average assumptions were usesbiimating the fair value of performance based SARhe date of grant:

Year Ended September 30 201

Risk Free Interest Rate 3.55%
Expected Life (Years 7.7¢8

Expected Volatility 23.25%
Expected Dividend Yield (Quarterl 0.64%

The riskfree interest rate is based on the yield of a Tngablote with a remaining term commensurate with ¢xpected term of t
performance based SARs. The expected life and egbeolatility are based on historical experience.

For grants during the year ended September 30,,20d@s assumed that there would be no forfeitusased on the vesting term and
number of grantees.

Restricted Share Awards

The Company granted 41,525, 47,250, and 4,000aeestrshare awards (narested stock as defined by the current accouniiegature
during the years ended September 30, 2012, 2012@H@| respectively. The weighted average fair evafirestricted share awards grante
2012, 2011 and 2010 is $55.09 per share, $63.9&p@e and $52.10 per share, respectively. As pfeSwer 30, 2012, unrecogni:
compensation expense related to restricted shamedavtotaled approximately $4.0 million, which vk recognized over a weighted ave
period of 2.4 years.

Restricted Stock Units

The Company granted 68,450 and 41,800 restrictszk ainits during the years ended September 30, a0ti22011, respectively. T
weighted average fair value of restricted sharésugrianted in 2012 and
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2011 are $47.10 per share and $59.35 per shamectegely. As of September 30, 2012, unrecognizeshpensation expense relatec
restricted share awards totaled approximately 88l&n, which will be recognized over a weighteeesage period of 2.0 years.

New Authoritative Accounting and Financial ReportjnGuidance

In June 2011, the FASB issued authoritative guidamgarding the presentation of comprehensive iecorhe new guidance allo
companies only two choices for presenting net ire@md other comprehensive income: in a single coatis statement, or in two separate
consecutive, statements. The guidance eliminagesutrent option to report other comprehensivenmeand its components in the stateme
changes in equity. This authoritative guidance Wl effective as of the Compasyfirst quarter of fiscal 2013 and is not expediedhave
significant impact on the Company’s financial stag¢ats.

In September 2011, the FASB issued revised audtimét guidance that simplifies the testing of godldier impairment. The revise
guidance allows companies the option to perforngualitative” assessment to determine whether further impairtesting is necessary. T
revised authoritative guidance is required to lfectifve for the Companyg annual impairment test performed in fiscal 2008 Company hi
adopted the new provisions for fiscal 2012, asyezdbption was permitted.

In December 2011, the FASB issued authoritativelguie requiring enhanced disclosures regardingettifig assets and liabilitie
Companies are required to disclose both grossnrdton and net information about both instrumemid ansactions eligible for offset in
statement of financial position and instruments arahsactions subject to an agreement similar tmaster netting arrangement. 1
authoritative guidance will be effective as of thempanys first quarter of fiscal 2014 and is not expedtethave a significant impact on
Company’s financial statements.

Note B — Asset Retirement Obligations

The Company accounts for asset retirement obligatio accordance with the authoritative guidaneg tquires entities to record the
value of a liability for an asset retirement obtiga in the period in which it is incurred. An assetirement obligation is defined as a l¢
obligation associated with the retirement of a thleglonglived asset in which the timing and/or method datlsment may or may not
conditional on a future event that may or may netwithin the control of the Company. When the ligpiis initially recorded, the enti
capitalizes the estimated cost of retiring the eas@art of the carrying amount of the relatedjfived asset. Over time, the liability is adjus
to its present value each period and the capithlizest is depreciated over the useful life of thiated asset. The Company estimates th
value of its asset retirement obligations basedhendiscounting of expected cash flows using variestimates, assumptions and judgrr
regarding certain factors such as the existenca tdgal obligation for an asset retirement oblgatiestimated amounts and timing
settlements; the credit-adjusted ris&e rate to be used; and inflation rates. Asstitteraent obligations incurred in the current periodre
Level 3 fair value measurements as the inputs tesateasure the fair value are unobservable.

The Company has recorded an asset retirement tibligeepresenting plugging and abandonment cosiscaged with the Exploratis
and Production segmeasttrude oil and natural gas wells and has capé@lsich costs in property, plant and equipmenttfieefull cost pool
Under the current authoritative guidance for assitement obligations, since plugging and abandmrtrneosts are already included in the
cost pool, the units-ghroduction depletion calculation excludes from depletion base any estimate of future plugging @rehdonment co:
that are already recorded in the full cost pool.

The full cost method of accounting provides a litoithe amount of costs that can be capitalizetierfull cost pool. This limit is referr
to as the full cost ceiling. In accordance withreat authoritative
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guidance, the future cash outflows associated plitiyging and abandoning wells are excluded fromabmputation of the present value
estimated future net revenues for purposes ofuthedst ceiling calculation.

In addition to the asset retirement obligation rded in the Exploration and Production segment,Ghmpany has recorded future a
retirement obligations associated with the pluggng abandonment of natural gas storage wellseérPtpeline and Storage segment ant
removal of asbestos and asbestostaining material in various facilities in theilif and Pipeline and Storage segments. The Com b
also recorded asset retirement obligations foragertosts connected with the retirement of theribision mains and services component
the pipeline system in the Utility segment and whl transmission mains and other components irpifheline system in the Pipeline ¢
Storage segment. These retirement costs withirdigtebution and transmission systems are primdolythe capping and purging of pi
which are generally abandoned in place when retaiedvell as for the cleamp of PCB contamination associated with the remov¥alertait

pipe.
A reconciliation of the Company’s asset retiremasitgations are shown below:
Year Ended September 3(

2012 2011 2010

(Thousands)
Balance at Beginning of Ye $ 75,73: $101,61¢ $ 91,37
Liabilities Incurred and Revisions of Estima 41,65: 10,34¢ 16,14(
Liabilities Settlec (2,997) (41,70¢) (12,627)
Accretion Expens 4,85¢ 5,471 6,72
Balance at End of Ye: $119,24¢ $ 75,73. $101,61¢

Note C — Regulatory Matters
Regulatory Assets and Liabilities
The Company has recorded the following regulatssets and liabilities:

At September 30

2012 2011
(Thousands)

Regulatory Assets(1)
Pension Costs(2) (Note | $344,22¢ $319,90¢
Pos-Retirement Benefit Costs(2) (Note 154,41! 124,42:
Recoverable Future Taxes (Note 150,94 144,37
Environmental Site Remediation Costs(2) (Not 17,84: 20,09:
NYPSC Assessment(. 17,42( 15,06
Asset Retirement Obligations(2) (Note 26,94 13,86(
Unamortized Debt Expense (Note 3,99 5,09(
Other(4) 15,72¢ 17,63¢
Total Regulatory Asse 731,51! 660,45:
Less: Amounts Included in Other Current As¢ (29,726 (26,589
Total Lon¢-Term Regulatory Asse $701,78! $633,86:-
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At September 30

2012 2011
(Thousands)

Regulatory Liabilities:

Cost of Removal Regulatory Liabili $139,61: $135,94(
Taxes Refundable to Customers (Note 66,39: 65,54
Amounts Payable to Customers (See Regulatory Mésinarin Note A} 19,96¢ 15,51¢
Off-System Sales and Capacity Release Credi 16,26: 7,67¢
Other(6) 23,04: 23,35!
Total Regulatory Liabilitie: 265,27( 248,02¢
Less: Amounts included in Current and Accrued Liabs (38,25 (29,369
Total Lon¢-Term Regulatory Liabilitie: $227,01° $218,66(

(1) The Company recovers the cost of its regulatorgtadsut generally does not earn a return on thdrareTare a few exceptions to this r
For example, the Company does earn a return oncomeeed Purchased Gas Costs and, in the New Yasddijction of its Utility segmen
earns a return, within certain parameters, on fvess of cumulative funding to the pension planrdke cumulative amount collectec
rates.

(2) Included in Other Regulatory Assets on the Conatdid Balance Shee

(3) Amounts are included in Other Current Assets onGbasolidated Balance Sheets at September 30, 20d Zeptember 30, 2011 si
such amounts are expected to be recovered fromages in the next 12 montt

(4) $12,306 and $11,526 are included in Other Curressefs on the Consolidated Balance Sheets at Sept@&®b 2012 and 201
respectively, since such amounts are expected tedmered from ratepayers in the next 12 montBi28 and $6,113 are includec
Other Regulatory Assets on the Consolidated Bal&heets at September 30, 2012 and 2011, respgc

(5) Amounts are included in Other Accruals and Currkiabilities on the Consolidated Balance Sheets ept&nber 30, 2012 a
September 30, 2011 since such amounts are expediedpassed back to ratepayers in the next 12hs:

(6) $2,027 and $6,174 are included in Other Accruats @arrent Liabilities on the Consolidated Balante&s at September 30, 2012
2011, respectively, since such amounts are expedotdm recovered from ratepayers in the next 12thsor$21,014 and $17,177
included in Other Regulatory Liabilities on the Gofidated Balance Sheets at September 30, 2012Cdrid respectively

If for any reason the Company ceases to meet tteziarfor application of regulatory accountingat@ent for all or part of its operatio
the regulatory assets and liabilities related tséhportions ceasing to meet such criteria woulélleinated from the Consolidated Bala
Sheets and included in income of the period in Wil discontinuance of regulatory accounting tnesit occurs.

Cost of Removal Regulatory Liability

In the Companys Utility and Pipeline and Storage segments, cobtiemoving assets (i.e. asset retirement costs)callected fror
customers through depreciation expense. These amawe not a legal retirement obligation as disedss Note B —Asset Retireme
Obligations. Rather, they are classified as a etguy liability in recognition of the fact that theompany has collected dollars from
customer that will be used in the future to funseasetirement costs.
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NYPSC Assessment

On April 7, 2009, the Governor of the State of Néark signed into law an amendment to the Publiosi8erLaw increasing the allow
utility assessment from the then current rate ad-third of one percent to one percent of a ut#itiristate gross operating revenue, toge
with a temporary surcharge (expiring March 31, 90d4ual, as applied, to an additional one percénhe utility’s in-state gross operati
revenue. The NYPSC, in a generic proceeding ieiidor the purpose of implementing the amended hes,authorized the recovery, thro
rates, of the full cost of the increased assessribetassessment is currently being applied toooust bills in the Utility segmerd’New Yorl
jurisdiction.

Off-System Sales and Capacity Release Credits

The Company, in its Utility segment, has entered off-system sales and capacity release transactions. dfidke margins on su
transactions are returned to the customer with ardynall percentage being retained by the CompEmy.amount owed to the customer
been deferred as a regulatory liability.

Supply Corporation Rate Proceeding

On August 6, 2012, the FERC issued an order appgoxi‘black box"Stipulation and Agreement that resolved the issuising from th
general rate filing that Supply Corporation filed @ctober 31, 2011. The Stipulation and Agreemeovigdes for, among other things, (i)
increase in Supply Corporatianbase tariff rates effective May 1, 2012, (ii) lenpentation of a tracking mechanism to adjust fegbntiot
rates annually to reflect actual experience, réptathe previously fixed fuel retention rates, i the elimination of a past net regulat
liability associated with pogetirement benefits. Supply Corporation is not regflito amortize the liability or otherwise passback tc
customers under the Stipulation and Agreement. Aliagly, the elimination of the past net regulatbapility, totaling $21.7 million, has be
recorded as an increase to operating revenueldayuarter ended September 30, 2012.
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Note D — Income Taxes
The components of federal and state income taxdsded in the Consolidated Statements of Incomasafellows:

Year Ended September 3(

2012 2011 2010
(Thousands)
Current Income Taxe—
Federa $ (8) $ (1,390 $ 2,07«
State 6,417 1,52( 4,991
Deferred Income Taxe—
Federa 111,17¢ 130,43« 110,51!
State 32,97 33,811 24,16«
150,55« 164,38: 141,74
Deferred Investment Tax Cret (587) (697) (697)
Total Income Taxe $149,97. $163,68: $141,04
Presented as Follow
Other Income $ (58] $ (697) $ (699)
Income Tax Expens— Continuing Operation 150,55« 164,38: 137,22
Discontinued Operatior—
Income from Operation — — 49:
Gain on Dispose — — 4,024
Total Income Taxe $149,97. $163,68: $141,04

Total income taxes as reported differ from the am®uhat were computed by applying the federal nmedax rate to income befc
income taxes. The following is a reconciliationtlois difference:

Year Ended September 3(

2012 2011 2010
(Thousands)
U.S. Income Before Income Tax $370,05( $422,08t $366,96(
Income Tax Expense, Computed at U.S. Federal StatRate of 35% $129,51¢ $147,73( $128,43(
Increase (Reduction) in Taxes Resulting fr(
State Income Taxe 25,60: 22,96¢ 18,95!
Miscellaneous (5,14¢€) (7,015) (6,340
Total Income Taxe $149,97. $163,68: $141,04
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Significant components of the Company’s deferreditbilities and assets were as follows:

At September 30

2012 2011
(Thousands)
Deferred Tax Liabilities
Property, Plant and Equipme $1,333,57. $1,062,25!
Pension and Other P-Retirement Benefit Cos 236,43: 217,30:
Other 43,29« 70,38
Total Deferred Tax Liabilitie 1,613,29' 1,349,941
Deferred Tax Asset:
Pension and Other P-Retirement Benefit Cos (276,50 (263,601)
Tax Loss Carryforward (198,74) (71,51¢)
Other (83,057) (74,867)
Total Deferred Tax Asse (558,29) (409,98)
Total Net Deferred Income Tax $1,055,00: $ 939,96:
Presented as Follow
Deferred Tax Liability/(Asset— Current $ (10,759 $ (15,42)
Deferred Tax Liability— Non-Current 1,065,75 955,38
Total Net Deferred Income Tax $1,055,00: $ 939,96:

As a result of certain realization requirementstioé authoritative guidance on stosised compensation, the table of deferre
liabilities and assets shown above does not inctettain deferred tax assets that arose direatiy fexcess tax deductions related to stoc
based compensation. Cumulative tax benefits of B8#llion and $19.1 million for the periods endiBgptember 30, 2012 and Septembe
2011, respectively, relating to the excess stoaked compensation deductions will be recordeaid i Capital in future years when such
benefits are realized.

Regulatory liabilities representing the reductidrpeviously recorded deferred income taxes astetiaith rateregulated activities th
are expected to be refundable to customers amouot®€6.4 million and $65.5 million at September 2012 and 2011, respectively. Al
regulatory assets representing future amounts atitille from customers, corresponding to additiodeferred income taxes not previot
recorded because of prior ratemaking practices,uated to $150.9 million and $144.4 million at Seplber 30, 2012 and 2011, respectiv
Included in the above are regulatory liabilitiesl assets relating to the tax accounting methodgshanted below. The amounts are as folli
regulatory liabilities of $47.3 million as of Septber 30, 2012 and 2011, and regulatory assets 5f9$8illion and $60.5 million as
September 30, 2012 and 2011, respectively.

The following is a reconciliation of the changeuimrecognized tax benefits:

Year Ended September 3(

2012 2011 2010

(Thousands)
Balance at Beginning of Ye $ 7,76¢€ $8,49( $8,721
Additions for Tax Positions Related to Current Y 1,60( 80 69¢
Additions for Tax Positions of Prior Yea 2,751 107 45
Reductions for Tax Positions of Prior Ye (947 (917) (975)
Balance at End of Ye: $11,17( $7,76¢€ $8,49(
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The Company anticipates that during the next 12thsothere will be additional Internal Revenue SE\(IRS) guidance relative to its
method of accounting for certain capitalized caostating to its utility property and the IRS Appggirocess will be resolved (see discus
below). This would result in an elimination of apgimately $7.3 million of unrecognized tax benefitdich would not have a material imp
on the effective tax rate. As of September 30, 2Gtpbroximately $4.9 million of unrecognized taxnbfits would favorably impact tl
effective tax rate, if recognized.

The Company recognizes interest relating to incdaxes in Other Interest Expense and penaltiesinglad income taxes in Otk
Income. The Company recognized interest expenaénglto income taxes of $0.3 million, $0.3 milliand $0.3 million for fiscal 2012, 20
and 2010, respectively. The Company has not acanggenalties during fiscal 2012, 2011 and 2010.

The IRS is currently conducting examinations of bempany for fiscal 2011 and fiscal 2012 in accomawith the Complian:
Assurance Process (“CAP”). The CAP audit employsad time review of the Compars/books and tax records by the IRS that is intero
permit issue resolution prior to the filing of tkex return. While the federal statute of limitasoremains open for fiscal 2009 and later y
IRS examinations for fiscal 2008 and prior yeargehbeen completed and the Company believes such geaeffectively settled. During fis
2009, consent was received from the IRS Nationdic®fapproving the Comparg’application to change its tax method of accognfon
certain capitalized costs relating to its utilityoperty. Local IRS examiners proposed to disalloastrof the tax accounting method che
recorded by the Company in fiscal 2009 and fis€dl®2 The Company has filed protests for fiscal 2808 fiscal 2010 with the IRS Appe
Office disputing the local IRS findings.

The Company is also subject to various routineesiatome tax examinations. The Compangtincipal subsidiaries operate mainl
four states which have statutes of limitations tieterally expire between three to four years ftioendate of filing of the income tax return.

As of September 30, 2012, the Company has a fedetabperating loss (NOL) carryover of $565 milliomhich expires in varyir
amounts between 2023 and 2032. Approximately $2Bombf this NOL is subject to certain annual ltations, and $84 million is attributal
to excess tax deductions related to stbaked compensation as discussed above. In additienCompany has state NOL carryover
Pennsylvania, California and New York of $278 roiflj $155 million and $138 million, respectively, ial begin to expire in varying amou
between 2029 and 2032. No valuation allowance wegrded on the federal or state NOL carryovers umxaf managemestdeterminatio
that the amounts will be fully utilized during tbarryforward period.
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Note E — Capitalization and Short-Term Borrowings

Summary of Changes in Common Stock Equity

Balance at September 30, 2(

Net Income Available for Common Sto

Dividends Declared on Common Stock ($1.36 Per Si
Other Comprehensive Loss, Net of 1

Shar-Based Payment Expense

Common Stock Issued Under Stock and Benefit Plau
Balance at September 30, 2(

Net Income Available for Common Sto

Dividends Declared on Common Stock ($1.40 Per Si
Other Comprehensive Loss, Net of 1

Shar-Based Payment Expense

Common Stock Issued (Repurchased) Under Stock and

Benefit Plans(1
Balance at September 30, 2(
Net Income Available for Common Sto
Dividends Declared on Common Stock ($1.44 Per Si
Other Comprehensive Loss, Net of 1
Shar-Based Payment Expense
Common Stock Issued Under Stock and Benefit Plau

Balance at September 30, 2(

nued)
Common Stock Earnings
Reinvested
Paid In in the
Shares Amount Capital Business
(Thousands, except per share amount:
80,50( $80,50( $602,83¢ $ 948,29
225,91
(110,94,
4,43¢
1,57¢ 1,57¢ 38,34¢
82,07¢ 82,07t 645,61¢ 1,063,26.
258,40:.
(115,64:)
6,65¢€
73¢ 73¢ (1,526)
82,81 82,81 650,74¢ 1,206,02.
220,07"
(119,81}
7,15¢
517 517 11,59¢
83,33( $83,33( $669,50: $1,306,28(3)

Accumulated
Other

Comprehensive
Income
(Loss)

$ (42,39

(2,589

(44,989

(2,714

(47,699

(51,32))

$ (99,020

(1) Paid in Capital includes tax benefits of $1.0 raillifor September 30, 2012, tax costs of $1.2 millior September 30, 2011 and
benefits of $13.2 million for September 30, 2018casated with the exercise of stock options angésformance based SAF

(2) Paid in Capital includes compensation costs aswsmtiith stock option, SARs and/or restricted stawkards. The expense is inclu
within Net Income Available For Common Stock, nétax benefits

(3) The availability of consolidated earnings reinvdsite the business for dividends payable in cadimied under terms of the indentu
covering lon+term debt. At September 30, 2012, $1.2 billionafianulated earnings was free of such limitati

Common Stock

The Company has various plans which allow sharetis]cemployees and others to purchase shares Gfotin@any common stock. T

National Fuel Gas Company Direct Stock Purchaselavidend
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Reinvestment Plan allows shareholders to reinvast dividends and make cash investments in the @ayigpcommon stock and provic
investors the opportunity to acquire shares ofGoenpany common stock without the payment of ankdnage commissions in connecl
with such acquisitions. The 401(k) Plans allow evgpks the opportunity to invest in the Company comstock, in addition to a variety
other investment alternatives. Generally, at theerdtion of the Company, shares purchased undse thlans are either original issue sh
purchased directly from the Company or shares @s@th on the open market by an independent agennddR012, the Company isst
155,310 original issue shares of common stockHferiirect Stock Purchase and Dividend Reinvestriat.

During 2012, the Company issued 465,894 originsiésshares of common stock as a result of stodkropnd SARS exercises ¢
41,525 original issue shares for restricted stosfards (non-vested stock as defined by the currenbunting literature for stockase:
compensation). Holders of stock options, SARs strigted stock will often tender shares of commtutls to the Company for payment
option exercise prices and/or applicable withhaidiaxes. During 2012, 161,021 shares of commorksi@re tendered to the Company
such purposes. The Company considers all shareleresh as cancelled shares restored to the statastlodrized but unissued shares
accordance with New Jersey law.

The Company also has a director stock program undah it issues shares of Company common stockdaonemployee directors
the Company who receive compensation under the @oyip 2009 NorEmployee Director Equity Compensation Plan, asgdarbnsideratio
for the directors’services during the fiscal year. Under this progrdira Company issued 15,755 original issue shdresromon stock durir
2012.

Shareholder Rights Plan

In 1996, the Companyg’Board of Directors adopted a shareholder riglats (Plan). The Plan has been amended several simes it wa
adopted and is now embodied in an Amended and fRdsRights Agreement effective December 4, 2008y of which was included as
exhibit to the Form 8-K filed by the Company on Betber 4, 2008.

Pursuant to the Plan, the holders of the Compganogimmon stock have one right (Right) for eachhefrtshares. Each Right is initic
evidenced by the Company’s common stock certifcadpresenting the outstanding shares of commah.sto

The Rights have anti-takeover effects because thiflycause substantial dilution of the Compasiy}dommon stock if a person
Acquiring Person) attempts to acquire the Companteans not approved by the Board of Directors.

The Rights become exercisable upon the occurrehaddstribution Date as described below, but afi®istribution Date Rights that :
owned by an Acquiring Person will be null and vold.any time following a Distribution Date, eachlther of a Right may exercise its righ
receive, upon payment of an amount calculated utideRights Agreement, common stock of the Compganyunder certain circumstanc
other securities or assets of the Company) haviaglae equal to two times the amount paid to eserthe Right. However, the Rights
subject to redemption or exchange by the Compaioy far their exercise as described below.

A Distribution Date would occur upon the earlier (§ften days after the public announcement thpeson or group has acquired
obtained the right to acquire, beneficial ownersifithe Companys common stock or other voting stock (including tBetic Long Positions
defined in the Plan) having 10% or more of theltetding power of the Company’common stock and other voting stock and (ii)dapys afte
the commencement or announcement by a person gp @faan intention to make a tender or
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exchange offer that would result in that personuagtg, or obtaining the right to acquire, beneadlcownership of the Compars/'commo
stock or other voting stock having 10% or morehef total voting power of the Company’s common staicl other voting stock.

In certain situations after a person or group lagiiaed beneficial ownership of 10% or more of titi@l voting power of the Comparyy’
stock as described above, each holder of a Righhawe the right to exercise its Rights to receiwgon exercise of the right, common stoc
the acquiring company having a value equal to twes$ the amount paid to exercise the right. Thésat®ons would arise if the Compan
acquired in a merger or other business combinatioh50% or more of the Company’s assets or egrpower are sold or transferred.

At any time prior to the end of the business daytententh day following the Distribution Date, tBempany may redeem the Right
whole, but not in part, at a price of $0.005 pegtRi payable in cash or stock. A decision to redésrRights requires the vote of 75% of
Company'’s full Board of Directors. Also, at any &rfollowing the Distribution Date, 75% of the Compégs full Board of Directors may vc
to exchange the Rights, in whole or in part, aeachange rate of one share of common stock, or ptieperty deemed to have the same v
per Right, subject to certain adjustments.

Upon exercise of the Rights, the Company may neéedianal regulatory approvals to satisfy the regoients of the Rights Agreeme
The Rights will expire on July 31, 2018, unlesslieathan that date, they are exchanged or redeendlde Plan is amended to extend
expiration date.

Stock Option and Stock Award Plans

Transactions involving option shares for all plans summarized as follows:

Weighted
Average
Number of Remaining
Shares Subjec Weighted Average Contractual
Aggregate
Intrinsic
to Option Exercise Price Life (Years) Value
(In thousands’
Outstanding at September 30, 2( 1,758,96. $ 31.3¢
Granted in 201. — $ —
Exercised in 201 (476,24)) $ 25.2¢
Forfeited in 201: — $ —
Outstanding at September 30, 2( 1,282,711 $ 33.6¢ 2.65 $ 26,16¢
Option shares exercisable at September 30, 1,282,71i $ 33.6¢ 2.6 $ 26,16¢
Option shares available for future grant at
September 30, 2012( 2,097,21.

(1) Includes shares available for SARs and restrictecksgrants
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Transactions involving non-performance based SARsalf plans are summarized as follows:

Weighted
Number of Average
) Remaining
Shares Weighted Average Contractual Aggregate
Subject Intrinsic
To Option Exercise Price Life (Years) Value
(In thousands’
Outstanding at September 30, 2( 245,00( $ 58.7¢
Granted in 201. 166,00( $ 55.0¢
Exercised in 201. — $ —
Forfeited in 201: — $ —
Outstanding at September 30, 2( 411,00( $ 57.3( 8.2( $ 1,339
SARs exercisable at September 30, 2 109,99( $ 53.5¢ 6.51 $ 53
Transactions involving performance based SARslfglans are summarized as follows:
Weighted
Average
Number of Remaining
Shares Subjec Weighted Average Contractual
Aggregate
Intrinsic
__ToOption __Exercise Price Life (Years) __Value
(In thousands’
Outstanding at September 30, 2( 1,225,15: $ 40.8¢
Granted in 201. — $ —
Exercised in 201 (2,000 $ 29.8¢
Forfeited in 201: — $ —
Canceled in 2012(1 (6,000 $ 58.9¢
Outstanding at September 30, 2( 1,217,15: $ 40.7¢ 6.6¢ $ 16,14
SARs exercisable at September 30, 2 1,039,30! $ 38.8( 6.5€ $ 15,83
(1) Shares were canceled during 2012 due to performaommition not being me
Restricted Share Awards
Transactions involving restricted shares for aingl are summarized as follows:
Weighted Average
Number of
Restricted Fair Value per
Share Awards Award
Restricted Share Awards Outstanding at Septemhet3a 139,25( $ 53.3i
Granted in 201; 41,52¢ $ 55.0¢
Vested in 201. (18,740 $ 59.7¢
Forfeited in 201: — $ —
Restricted Share Awards Outstanding at Septemhet@® 162,03! $ 53.0i

Vesting restrictions for the outstanding sharesnof-vested restricted stock at September 30, 20ill2lapse as follows: 2013
34,582 shares; 2014 — 34,601 shares; 2015 — 33j8&2s; 2016 — 5,000 shares; 2018 — 35,000 steard<2021 — 20,000 shares.
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Restricted Stock Units
Transactions involving restricted stock units fthpdans are summarized as follows:

Weighted Average

Number of
Restricted Fair Value per
Share Awards Award

Restricted Stock Units Outstanding at Septembe2301 39,40( $ 59.2(
Granted in 201; 68,45( $ 47.1(
Vested in 201. — $ —
Forfeited in 201: (1,950 $ 46.9¢
Restricted Stock Units Outstanding at Septembe2302 105,90( $ 51.61

Vesting restrictions for the outstanding sharesiai-vested restricted stock units at Septembe302 will lapse as follows: 2014
12,932 shares; 2015 — 35,300 shares; 2016 — 35/%@Es; and 2017 — 22,367 shares.

Redeemable Preferred Stock

As of September 30, 2012, there were 10,000,00@& st $1 par value Preferred Stock authorizedubigsued.

Long-Term Debt
The outstanding long-term debt is as follows:

At September 30

2012 2011
(Thousands)
Mediunm-Term Notes(1)

7.4% due March 2023 to June 2( $ 99,00( $ 249,00(
Notes(1):

4.90% to 8.75% due March 2013 to December 1,300,001 800,00(
Total Lon¢-Term Debti 1,399,00! 1,049,00!
Less Current Portion(z 250,00( 150,00(

$1,149,00! $ 899,00(

(1) The Mediun-Term Notes and Notes are unsecu

(2) Current Portion of Long-erm Debt at September 30, 2012 consists of $25@ldn of 5.25% notes that mature in March 2013ur@n
Portion of Long-Term Debt at September 30, 2011sisted of $150.0 million of 6.70% mediuterm notes that matured in Novem
2011.

On December 1, 2011, the Company issued $500.mif 4.90% notes due December 1, 2021. After diéalg underwriting discoun
and commissions, the net proceeds to the Comparoursted to $496.1 million. The holders of the noteay require the Company
repurchase their notes at a price equal to 101#%eoprincipal amount in the event of a change intrd and a ratings downgrade to a ra
below investment grade. The proceeds of this dsslaince were used for general corporate purpashsding refinancing shoterm debt th:
was used to pay the $150.0 million due at the migtaf the Company’s 6.70% notes in November 2011.
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In addition, the Company has $300.0 million of 8%0otes that mature in April 2018 and $250.0 millaf 8.75% notes that mature
May 2019. The holders of these notes may requeeCtbmpany to repurchase their notes at a price émd81% of the principal amount in 1
event of both a change in control and a ratingsrdpade to a rating below investment grade.

As of September 30, 2012, the aggregate principaluats of longerm debt maturing during the next five years ametrdafter are
follows: $250.0 million in 2013, zero for 2014 thugh 2017, and $1,149.0 million thereafter.

Short-Term Borrowings

The Company historically has obtained shertn funds either through bank loans or the isseaficommercial paper. As for the forn
the Company maintains a number of individual uncdtteish or discretionary lines of credit with certdimancial institutions for genel
corporate purposes. Borrowings under these linesretlit are made at competitive market rates. Thaselit lines, which totale
$335.0 million, are revocable at the option of fimancial institutions and are reviewed on an ahmaais. The Company anticipates tha
uncommitted lines of credit generally will be rereglvat amounts near current levels, or substantiafiiaced by similar lines. The total amc
available to be issued under the Compangommercial paper program is $300.0 million. Tleenmercial paper program is backed t
syndicated committed credit facility totaling $78@nillion, which commitment extends through Janugrg017.

At September 30, 2012, the Company had outstarmtingnercial paper and shdgrm notes payable to banks of $165.0 million a@d
million, respectively. The weighted average interage on the commercial paper was 0.50% and thghtesl average interest rate on the shor
term notes payable to banks was 0.60%. At SepteBthe2011, the Company had $40.0 million in outsiag commercial paper, which ha
weighted average interest rate of 0.43%.

Debt Restrictions

Under the committed credit facility, the Companyesgl that its debt to capitalization ratio will reotceed .65 at the last day of any fi
quarter through January 6, 2017. At September 02 2the Compang’ debt to capitalization ratio (as calculated urttierfacility) was .4«
The constraints specified in the committed creafiility would have permitted an additional $2.0[fidm in short-term and/or longerm debt t
be outstanding (further limited by the indenturgermants discussed below) before the Company’stdetaipitalization ratio exceeded .65.

If a downgrade in any of the Compasycredit ratings were to occur, access to the cawialepaper markets might not be possi
However, the Company expects that it could borrawdean its committed credit facility, uncommitted kaimes of credit or rely upon ott
liquidity sources, including cash provided by opierss.

Under the Companyg’ existing indenture covenants, at September 302,2he Company would have been permitted to isguéo ¢
maximum of $1.51 billion in additional longrm unsecured indebtedness at then current miaatieeest rates in addition to being able to i
new indebtedness to replace maturing debt. The @oyp present liquidity position is believed to be agsg to satisfy known deman
However, if the Company were to experience a sicanit loss in the future (for example, as a restiin impairment of oil and gas properti
it is possible, depending on factors including tii@gnitude of the loss, that these indenture cousnaauld restrict the Comparsyability tc
issue additional longerm unsecured indebtedness for a period of upirte nalendar months, beginning with the fourth wdé mont
following the loss. This would not at any time guete the Company from issuing new indebtednessptace maturing debt.
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The Company’s 1974 indenture pursuant to which G@8llion (or 7.1%) of the Company’s lortgrm debt (as of September
2012) was issued, contains a crds$ault provision whereby the failure by the Compém perform certain obligations under other boriray
arrangements could trigger an obligation to regay debt outstanding under the indenture. In pdaiica repayment obligation could
triggered if the Company fails (i) to pay any sdahled principal or interest on any debt under arlyeptindenture or agreement, or (ii
perform any other term in any other such indenturagreement, and the effect of the failure causegjould permit the holders of the deh
cause, the debt under such indenture or agreeméetbme due prior to its stated maturity, unlessa or waived.

The Company’s $750.0 million committed credit fagiklso contains a crosiefault provision whereby the failure by the Companiits
significant subsidiaries to make payments undeerotborrowing arrangements, or the occurrence ofaicerevents affecting those ot
borrowing arrangements, could trigger an obligatiorrepay any amounts outstanding under the comdnittedit facility. In particular,
repayment obligation could be triggered if (i) tBempany or any of its significant subsidiaries §aib make a payment when due of
principal or interest on any other indebtednessegaging $40.0 million or more, or (ii) an eventocs that causes, or would permit the hol
of any other indebtedness aggregating $40.0 mildonmore to cause, such indebtedness to becomeritreto its stated maturity. As
September 30, 2012, the Company had no debt odistaander the committed credit facility.

Note F — Fair Value Measurements

The FASB authoritative guidance regarding fair ealneasurements establishes a ¥aie hierarchy and prioritizes the inputs use
valuation techniques that measure fair value. Tlmgsets are prioritized into three levels. Levehputs are unadjusted quoted prices in a
markets for assets or liabilities that the Compeaay access at the measurement date. Level 2 iaputaputs other than quoted prices inclt
within Level 1 that are observable for the assdiadility, either directly or indirectly at the rasurement date. Level 3 inputs are unobser
inputs for the asset or liability at the measureirdate. The Company’assessment of the significance of a particulautino the fair valu
measurement requires judgment, and may affect #hgation of fair value assets and liabilities ahéitt placement within the fair val
hierarchy levels.
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The following table sets forth, by level within tfer value hierarchy, the Compasyfinancial assets and liabilities (as applicalti)
were accounted for at fair value on a recurringsas of September 30, 2012 and 2011. Financigtsissd liabilities are classified in tt
entirety based on the lowest level of input thaigmificant to the fair value measurement.

At Fair Value as of September 30, 201

Nettin
Recurring Fair Value Measures Level 1 Level 2 Level 3 Adjustmer?ts(l) Total
(Dollars in thousands)
Assets:
Cash Equivalent— Money Market Mutual Fund $46,11: $ — % — —  $ 46,11
Derivative Financial Instrument
Commodity Futures Contrac— Gas 4,34¢ — — (2,760 1,58¢
Over the Counter Swa— Gas — 41,75 — (15,727 26,02¢
Over the Counter Swa— QOil — — 55¢ (559) —
Other Investments
Balanced Equity Mutual Fur 24,76 — — — 24,76
Common Stock— Financial Services Indust 4,75¢ — — — 4,75¢
Other Common Stoc 272 — — — 272
Hedging Collateral Deposi 364 — — — 364
Total $80,62: $41,75. $ 55¢ $ (19,04 $103,89(
Liabilities:
Derivative Financial Instrument
Commodity Futures Contrac— Gas $276( $ — % —  $ (2,760 % —
Over the Counter Swa— Gas — 19,93: — (15,727 4,20¢
Over the Counter Swar— QOil — 654 20,22 (559 20,31¢
Total $ 2,76C $20,58¢ $20,22: $ (19,047 $ 24,52
Total Net Assets/(Liabilities $77,86: $21,16F $(19,669) $ — $ 79,36!
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At Fair Value as of September 30, 201
Netting

Recurring Fair Value Measures Level 1 Level 2 Level 3 Adjustments(1) Total
(Dollars in thousands)
Assets:
Cash Equivalent— Money Market Mutual Fund $3244: $ — $ — 3 —  $ 32,44«
Derivative Financial Instrument
Commodity Futures Contrac— Gas 4,541 — — (4,547 —
Over the Counter Swa— Gas — 75,29: — a79) 75,11
Over the Counter Swa— QOil — — 10,42( (9,449 972
Other Investments
Balanced Equity Mutual Fur 19,88: — — — 19,88:
Common Stock— Financial Services Industi 4,47¢ — — — 4.47¢
Other Common Stoc 22¢ — — — 22¢
Hedging Collateral Deposi 19,70: — — — 19,70:
Total $81,27. $75,29: $10,42( $ (14,16¢) $152,81¢
Liabilities:
Derivative Financial Instrument
Commodity Futures Contrac— Gas $783% $§ — $ — $ (454) $ 3,29
Over the Counter Swa— Gas — 17¢ — (79 —
Over the Counter Swar— QOil — — 15,83( (9,44 6,382
Total $783: $ 17¢ $1583( $ (14,169 $ 9,67«
Total Net Assets/(Liabilities $73,43¢ $75,11: $(5,410 $ —  $143,14:

(1) Amounts represent the impact of legadlyforceable master netting arrangements that ailevCompany to net gain and loss positions
with the same counterpartie

Derivative Financial Instruments

At September 30, 2012 and 2011, the derivativenfired instruments reported in Level 1 consist dural gas NYMEX futures contra
used in the Company’Energy Marketing segment. Hedging collateral dgpaof $0.4 million (at September 30, 2012) andb$aillion (a
September 30, 2011), which are associated withettietires contracts, have been reported in Levas$ well. The derivative financ
instruments reported in Level 2 consist of all ke hatural gas price swap agreements used in thg&uy's Exploration and Production ¢
Energy Marketing segments at September 30, 201228dd, and some of the crude oil price swap agrasmesed in the Comparsy’
Exploration and Production segment at SeptembeRB02. The fair value of the Level 2 price swapeagnents is based on an intet
discounted cash flow model that uses observableténfi.e. LIBOR based discount rates and basi®mifftial information, if applicable,
active natural gas and crude oil trading markdtkg derivative financial instruments reported irvéle3 consist of the majority of the crude
price swap agreements used in the CommaiXploration and Production segment at Septenye?®12 and all of the crude oil price s\
agreements used in the Companigxploration and Production segment at Septemie2@11. Hedging collateral deposits of $14.2
associated with these crude oil price swap agretmi@ve been reported in Level 1 at September(@Dy.2The fair value of the Level 3 cr
oil price swap agreements is based on an intedisdpunted cash flow model that uses both obsesvialel. LIBOR based discount rates)
unobservable inputs (i.e. basis differential infation of crude oil trading markets with low tradinglume).
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The significant unobservable input used in the ¥alue measurement of the majority of the Company#&r-theeounter crude oil swa
is the basis differential between Midway Sunsetaill NYMEX contracts. Significant changes in theuased basis differential could result
significant change in the value of the derivatiigahcial instruments. At September 30, 2012, it wasumed that Midway Sunset oil
110.5% of NYMEX. This is based on a historical tveeimonth average of Midway Sunset oil sales velRbeBIEX settlements. During th
twelve-month period, the price of Midway Sunset oil randemin 103.2% to 125.0% of NYMEX. If the basis diffatial between Midwe
Sunset oil and NYMEX contracts used in the faitueaneasurement calculation at September 30, 201 Bden 10 percentage points lower
fair value of the Level 3 crude oil price swap agnents liability would have been approximately #1@illion lower. If the basis differenti
between Midway Sunset oil and NYMEX contracts usethe fair value measurement at September 30, P@t2been 10 percentage pc
higher, the fair value measurement of the Levelu@le oil price swap agreements liability would h&veen approximately $19.4 million higt
These calculated amounts are based solely on Hd##sential changes and do not take into accoumt ether changes to the fair va
measurement calculation.

Based on an assessment of the counterpadiedit risk, the fair market value of the price gpnagreements reported as Level 2 a
(after netting arrangements) at September 30, 2@%2been reduced by $0.2 million and the fair nmavkéie of the price swap agreemt
reported as Level 2 and Level 3 assets (afterngetirrangements) at September 30, 2011 have bdanea: by $2.0 million. Based on
assessment of the Compasgredit risk, the fair market value of the prizeap agreements reported as Level 2 and Level ditied (afte
netting arrangements) at September 30, 2012 hasrbdaced by $1.2 million and the fair market vabfiehe price swap agreements repc
as Level 3 liabilities (after netting arrangemertisls not been reduced at September 30, 2011. Tined# reserves were determined
applying default probabilities to the anticipatedbie flows that the Company is either expecting figncounterparties or expecting to pay ti
counterparties.

The tables listed below provide reconciliationshaf beginning and ending net balances for assédtfiabilities measured at fair value ¢
classified as Level 3 for the years ended SepteBie2012 and September 30, 2011, respectivelytHeoyears ended September 30, 201:
September 30, 2011, no transfers in or out of L&vet Level 2 occurred. There were no purchaseslas of derivative financial instrume
during the periods presented in the tables beldixseitlements of the derivative financial instrurteeare reflected in the Gains/Losses Rea
and Included in Earnings column of the tables below

Fair Value Measurements Using Unobservable Inputsegel 3)

Total Gains/Losses
Gains/(Losses

(Gains)/Losse Unrealized and
Included in Other
October 1 Realized and Comprehensive Incom Transfer September 3C
Included in In/(Out) of
2011 Earnings (Loss) Level 3 2012

(Dollars in thousands)
Derivative Financial
Instruments(2 $ (5,410 $  46,1741) $ (60,429 $ — $ (19,669

(1) Amounts are reported in Operating Revenues in thres@lidated Statement of Income for the year ef@atember 30, 201
(2) Derivative Financial Instruments are shown on abasis.
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Fair Value Measurements Using Unobservable Inputsegel 3)

Total Gains/Losses
Gains/(Losses

(Gains)/Losse Unrealized and
Included in Other
October 1, Realized and Comprehensive Incom Transfer September 3C
Included in In/(Out) of
2010 Earnings (Loss) Level 3 2011

(Dollars in thousands)
Derivative Financial
Instruments(2 $(16,487) $ 41,35¢1) $ (30,28)) $ — $ (5410

(1) Amounts are reported in Operating Revenues in thres@lidated Statement of Income for the year ef@atember 30, 201
(2) Derivative Financial Instruments are shown on abasis.

Note G — Financial Instruments

Long-Term Debt

The fair market value of the Compasydebt, as presented in the table below, was digtednusing a discounted cash flow model, w
incorporates the Comparsytredit ratings and current market conditionsetecmining the yield, and subsequently, the fairkevalue of th
debt. Based on these criteria, the fair marketevaldong-term debt, including current portion, veasfollows:

At September 30

2012 2011
Carrying 2012 Fair Carrying 2011 Fair
Amount Value Amount Value
(Thousands)
Long-Term Debit $1,399,00! $1,623,84 $1,049,00 $1,198,58!

The fair value amounts are not intended to reffgatcipal amounts that the Company will ultimatddg required to pay. Carryi
amounts for other financial instruments recordedhenCompany’s Consolidated Balance Sheets appatifair value. The fair value of long-
term debt was calculated using observable inputS.(Treasuries/LIBOR for the riskee component and company specific credit sg
information — generally obtained from recent tradévity in the debt). As such, the Company considiee debt to be Level 2.

Temporary cash investments, notes payable to bamk£ommercial paper are stated at cost. Tempoeely investments are conside
Level 1, while notes payable to banks and commiepaiper are considered to be Level 2. Given thetdbom nature of the notes payabli
banks and commercial paper, the Company believ@ssa reasonable approximation of fair value.

Other Investments

Investments in life insurance are stated at theshcsurrender values or net present value as dstuselow. Investments in an eq
mutual fund and the stock of an insurance compararietable equity securities), as discussed bedoevstated at fair value based on qu
market prices.

Other investments include cash surrender valuassofance contracts (net present value in the easplit-dollar collateral assignme
arrangements) and marketable equity securities. Vdlees of the insurance contracts amounted toO%®ilion and $54.8 million
September 30, 2012 and 2011, respectively. The
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fair value of the equity mutual fund was $24.8 mill and $19.9 million at September 30, 2012 andl2@dspectively. The gross unreali
gain on this equity mutual fund was $2.6 milliorSsptember 30, 2012. The gross unrealized loskiseduity mutual fund was $0.7 millior
September 30, 2011. The fair value of the stockrofnsurance company was $4.8 million and $4.5anilat September 30, 2012 and 2!
respectively. The gross unrealized gain on thiskstwas $2.3 million and $2.1 million at Septemb@y 2012 and 2011, respectively. -
insurance contracts and marketable equity secsiatie primarily informal funding mechanisms forigas benefit obligations the Company
to certain employees.

Derivative Financial Instruments

The Company uses or has used derivative instrumenteanage commodity price risk in the Exploratiamd Production, Ener
Marketing and Pipeline and Storage segments. Tmep@oy enters into futures contracts and overethaiter swap agreements for natural
and crude oil to manage the price risk associai#iu farecasted sales of gas and oil. The Compasty ahters into futures contracts and s\
to manage the risk associated with forecasted gashpses, forecasted gas sales, storage of gdsjrawital of gas from storage to mr
customer demand and the potential decline in theevaf gas held in storage. The duration of the Gamy’s hedges does not typically exc
5 years.

The Company has presented its net derivative aaadtfiabilities as “Fair Value of Derivative Fir@al Instruments’dn its Consolidate
Balance Sheets at September 30, 2012 and Sept8M2011. All of the derivative financial instruniemeported on those line items relate
commodity contracts as discussed in the paragraphea

Cash Flow Hedges

For derivative instruments that are designatedcpradify as a cash flow hedge, the effective portdthe gain or loss on the derivativ:
reported as a component of other comprehensivariaddoss) and reclassified into earnings in theopleor periods during which the hed
transaction affects earnings. Gains and lossebedédrivative representing either hedge ineffeotd@s or hedge components excluded fror
assessment of effectiveness are recognized inntigaenings.

As of September 30, 2012, the Companigkploration and Production segment had the foigeommodity derivative contracts (swe
outstanding to hedge forecasted sales (where tmep&ay uses short positions (i.e. positions thatqfayn the event of commodity pri
decline) to mitigate the risk of decreasing revenaied earnings):

Commodity Units
Natural Gas 133.5 Bcf (all short position:
Crude Oill 2,316,000 Bbls (all short position

As of September 30, 2012, the Companighergy Marketing segment had the following comityaderivative contracts (futures contre
and swaps) outstanding to hedge forecasted salerdvthe Company uses short positions to mitideeisk associated with natural gas f
decreases and its impact on decreasing revenuesaginohgs) and, when applicable, purchases (wleréCbmpany uses long positions
positions that papif in the event of commodity price increases) titigate the risk of increasing natural gas pricekjch would lead t
increased purchased gas expense and decreasedsarni

Commodity Units
Natural Gas 5.7 Bcf (all short positions (forecasted storagthdrawals))
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As of September 30, 2012, the Compankxploration and Production segment had $0.9anil{50.5 million after tax) of net unrealiz
hedging gains included in the accumulated otherprehensive income (loss) balance. It is expectad®#1.9 million ($12.7 million after ta
of such unrealized gains will be reclassified itlte Consolidated Statement of Income within thet A®months as the expected sales @
underlying commodities occur. It is expected thatealized losses will be reclassified into the @didated Statement of Income in subseq
periods as the expected sales of the underlyingramdities occur.

As of September 30, 2012, the Companignergy Marketing segment had $2.8 million ($1ilfion after tax) of net hedging loss
included in the accumulated other comprehensivenma (loss) balance. It is expected that the fulbamt will be reclassified into tl
Consolidated Statement of Income within the nexinbihiths as the expected sales of the underlyingramiity occurs.

As of September 30, 2012, the Compankipeline and Storage segment had $0.7 milliond($dllion after tax) of net hedging los:
included in the accumulated other comprehensivenra (loss) balance. It is expected that the fulbamt will be reclassified into tl
Consolidated Statement of Income within the nextrnbihiths as the expected sales of the underlyingramiity occurs.

Refer to Note A, under Accumulated Other Compreivensicome (Loss), for the aftéax gain (loss) pertaining to derivative finan
instruments for the Exploration and Production, iggeMarketing and Pipeline and Storage segments.

The Effect of Derivative Financial Instruments on he Statement of Financial Performance for the
Year Ended September 30, 2012 and 2011 (Dollar Amots in Thousands)
Amount of
Derivative Gain or
(Loss) Reclassified
from Accumulated
Other

Amount of
Derivative Gain or
(Loss) Recognized

in Other

Location of

Derivative Gain or Derivative Gain or

Derivatives in Cash
Flow Hedging
Relationships

Comprehensive
Income (Loss) on
the Consolidated

Statement of
Comprehensive
Income (Loss)
(Effective Portion)
for the Year Ended
September 30,

(Loss) Reclassified
from Accumulated
Other Comprehensive
Income (Loss) on
the Consolidated
Balance Sheet into
the Consolidated
Statement of Income
(Effective Portion)

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

Statement of Income
(Effective Portion)
for the Year Ended

September 30,

Location of
Derivative Gain or
(Loss) Recognized
in the Consolidated

Statement of Income
(Ineffective Portion
and Amount
Excluded from
Effectiveness Testinc

(Loss) Recognized
in the Consolidated
Statement of Income

(Ineffective
Portion and Amount
Excluded from
Effectiveness Testing)
for the Year Ended
September 30,

2012 2011 2012 2011 2012 2011
Commodity Contracts —
Exploration & Production Operating Not
segmen $(11,77¢)  $24,71: Revenu $54,777 $ 6,367 Applicable $ — $ —
Commodity Contracts —
Energy Marketing segment Purchase Not
$ 4,72t $ 5,01 Gas $10,43¢ $ 8,60¢ Applicable $ — $ —
Commodity Contracts —
Pipeline & Storage segmer Operating Not
2) $ (197 $ 5icC Revenu $ 47t $ 51C Applicable $§ — $ —
Total $ (7,24%) $30,23¢ $65,69. $15,48¢ $ — & —
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(1) There were no open hedging positions at Septenthe2®.2 or 2011

Fair Value Hedges

The Companys Energy Marketing segment utilizes fair value tesdigp mitigate risk associated with fixed priceesatommitments, fixe
price purchase commitments, and the decline irvétheée of certain natural gas held in storage. Wétpect to fixed price sales commitme
the Company enters into long positions to mitigheerisk of price increases for natural gas supplrat could occur after the Company er
into fixed price sales agreements with its cust@m@fith respect to fixed price purchase commitmethis Company enters into short positi
to mitigate the risk of price decreases that caaglcur after the Company locks into fixed price e deals with its suppliers. With respe
storage hedges, the Company enters into shortigusito mitigate the risk of price decreases thmatiat result in a lower of cost or mar
writedown of the value of natural gas in storagat tis recorded in the Compasyfinancial statements. As of September 30, 204¢
Companys Energy Marketing segment had fair value hedgesratg approximately 10.2 Bcf (8.7 Bcf of fixed qei sales commitments (
long positions), 1.1 Bcf of fixed price purchasemeoitments (all short positions) and 0.4 Bcf of coitmnents related to the withdrawal
storage gas (all short positions)). For derivaiivgtruments that are designated and qualify asiravédue hedge, the gain or loss on
derivative as well as the offsetting gain or logstbe hedged item attributable to the hedged rizkptetely offset each other in curr

earnings, as shown below.

Consolidated Statement of Incomt Gain/(Loss) on Derivative Gain/(Loss) on Commitmen
Operating Revenues $ 8,021,911 $ (8,021,91))
Purchased Gz $ (1,235,81) $ 1,235,81
Amount of
Derivative Gain or
Location of (Loss) Recognized
Derivative Gain or in the Consolidated
(Loss) Recognized Statement of Incom
Derivatives in Fair Value Hedging Relationship— Energy in the Consolidated for the Year Ended
Marketing segment Statement of Income September 30, 201
(In thousands)
Commodity Contracts — Hedge of fixed price salementments of
natural ga: Operating Revenu $ 8,02
Commodity Contracts — Hedge of fixed price purchem@mmitments
of natural ga: Purchased G. (1,267)
Commodity Contract— Hedge of natural gas held in stor¢ Purchased G 25
$ 6,78¢

The Company may be exposed to credit risk on artieflerivative financial instruments that are igaén position. Credit risk relates
the risk of loss that the Company would incur asesult of nonperformance by counterparties purstarthe terms of their contract
obligations. To mitigate such credit risk, manageimgerforms a credit check, and then on a quartealsis monitors counterparty cre
exposure. The majority of the Company’s counteiparare financial institutions and energy tradétee Company has over-tlunter swa
positions with twelve counterparties of which faue in a net gain position. On average, the Compaicy$6.4 million of credit exposure
counterparty in a gain position at September 32220he maximum credit exposure per counterpargy gain position at September 30, 2
was $11.0 million. As of September 30, 2012, thenfany had not received any collateral from the temparties. The Comparg/'gair
position on such derivative financial instrumends Imot exceeded the
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established thresholds at which the counterpavii@sld be required to post collateral, nor had tbanterparties'credit ratings declined
levels at which the counterparties were requirgolost collateral.

As of September 30, 2012, ten of the twelve copateies to the Comparg/outstanding derivative instrument contracts ($igadly the
over-the-counter swaps) had a common credit-rikkad contingency feature. In the event the Comizaosedit rating increases or falls be
a certain threshold (applicable debt ratings),atailable credit extended to the Company wouldegithcrease or decrease. A decline ir
Companys credit rating, in and of itself, would not cadlse Company to be required to increase the levakdfedging collateral deposits
the form of cash deposits, letters of credit oastey debt instruments). If the Compangutstanding derivative instrument contracts viera
liability position (or if the current liability wer larger) and/or the Compasytredit rating declined, then additional hedgingjateral deposi
may be required. At September 30, 2012, the fanketavalue of the derivative financial instrumensets with a creditsk related contingen:
feature was $14.0 million according to the Companpternal model (discussed in Note FFair Value Measurements). At Septembe
2012, the fair market value of the derivative fio@h instrument liabilities with a creditsk related contingency feature was $23.9 mi
according to the Company’s internal model (discdsse Note F — Fair Value Measurements). For itsrehe-counter crude oil swi
agreements, which were in a liability position, @@mpany was not required to post any hedging teslhdeposits at September 30, 2012.

For its exchange traded futures contracts whichirara liability position, the Company had posted4®@illion in hedging collater
deposits as of September 30, 2012. As these almege traded futures contracts, there are no speoiditrisk related contingency featur
The Company posts hedging collateral based on ppsitions and margin requirements it has with éggnterparties.

The Company’s requirement to post hedging collatgeposits is based on the fair value determinedhbyCompanys counterpartie
which may differ from the Comparg’assessment of fair value. Hedging collateral sigpanay also include closed derivative positian
which the broker has not cleared the cash fromatttmunt to offset the derivative liability. The Copamy records liabilities related to clo:
derivative positions in Other Accruals and Currkiatbilities on the Consolidated Balance Sheet. €Habilities are relieved when the bro
clears the cash from the hedging collateral deasibunt. This is discussed in Note A under Hed@iobjateral Deposits.

Note H — Retirement Plan and Other Post-RetiremenBenefits

The Company has a tax-qualified, noncontributogfirgedbenefit retirement plan (Retirement Plan) that eswapproximately half of tt
full-time employees of the Company. The Retirentelain covers certain narellectively bargained employees hired before Jul2003 an
certain collectively bargained employees hired efidovember 1, 2003. Certain nooHectively bargained employees hired after Jud,
2003 and certain collectively bargained employaesdhafter October 31, 2003 are eligible for a Ratient Savings Account benefit provii
under the Company’s defined contribution TReferred Savings Plans. Costs associated with tbgrdfent Savings Account wi
$0.9 million, $0.7 million and $0.6 million for thgears ended September 30, 2012, 2011 and 20J8:cteely. Costs associated with
Company’s contributions to the Tédeferred Savings Plans, exclusive of the costscés®al with the Retirement Savings Account, \
$4.3 million, $4.3 million, and $4.2 million for ¢hyears ended September 30, 2012, 2011 and 2G@p@ctevely.

The Company provides health care and life insurdnecefits (other posetirement benefits) for a majority of its retirechployees. Tt
other post-retirement benefits cover certain noltectively bargained employees hired before Janlia 2003 and certain collectiv
bargained employees hired before October 31, 2003.
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The Companys policy is to fund the Retirement Plan with atstean amount necessary to satisfy the minimum aghdequirements
applicable laws and regulations and not more tlen rhaximum amount deductible for federal income paxposes. The Company |
established VEBA trusts for its other postirement benefits. Contributions to the VEBA teugre tax deductible, subject to limitati
contained in the Internal Revenue Code and reguistand are made to fund employees’ other msement benefits, as well as benefit
they are paid to current retirees. In addition, @@mpany has established 401(h) accounts for kergbostretirement benefits. They ¢
separate accounts within the Retirement Plan trestl to pay retiree medical benefits for the assediparticipants in the Retirement P
Although these accounts are in the Retirement ®iest, for funding status purposes as shown belbes401(h) accounts are included in
Value of Assets under Other Post-Retirement Bexie@bntributions are tasteductible when made, subject to limitations caor@diin the
Internal Revenue Code and regulations.

The expected return on plan assets, a componamgtgieriodic benefit cost shown in the tables beliewapplied to the markeelatec
value of plan assets. The markelated value of plan assets is the market valuef dse measurement date adjusted for varianceseke
actual returns and expected returns (from preweass) that have not been reflected in net peribdiefit costs.
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Reconciliations of the Benefit Obligations, Plarséts and Funded Status, as well as the componeN&t ®eriodic Benefit Cost and 1
Weighted Average Assumptions of the Retirement Rlad other postetirement benefits are shown in the tables belble date used
measure the Benefit Obligations, Plan Assets amdi€d Status is September 30 for fiscal year 20021 2nd 2010.

Retirement Plan Other Pos-Retirement Benefits
Year Ended September 3( Year Ended September 3(
2012 2011 2010 2012 2011 2010
(Thousands)

Change in Benefit Obligation
Benefit Obligation at Beginning of Peri $ 949,77 $ 924,49: $ 831,49t $ 485,45 $ 472,40° $ 467,29!
Service Cos 14,20: 14,77 12,997 4,01¢ 4,27¢ 4,29¢
Interest Cos 41,52¢ 42,67¢ 44,30¢ 21,31t 21,88¢ 25,01°
Plan Participan’ Contributions — — — 1,95¢ 1,96: 1,64¢
Retiree Drug Subsidy Receif — — — 1,52¢ 1,53 1,35¢
Amendments(1 — (1,769 — — (7,187 —
Actuarial (Gain) Los: 120,33t 21,39 85,83 71,70¢ 15,07: (3,635
Benefits Paic (55,099 (51,799 (50,139 (24,717 (24,49 (23,56¢)
Benefit Obligation at End of Period $1,070,74. $ 949,77 $ 924,49: $ 561,26: $ 485,45: $472,40°
Change in Plan Asset:
Fair Value of Assets at Beginning of Per $ 601,71 $ 597,54¢ $ 563,88: $ 351,99( $ 353,26¢ $ 319,02:
Actual Return on Plan Asse 111,03« 2,412 61,62¢ 63,55: (4,099 30,47¢
Employer Contribution 44,02 53,55 22,18: 21,34¢ 25,34¢ 25,69
Plan Participan’ Contributions — — — 1,95¢ 1,96: 1,64¢
Benefits Paic (55,099 (51,799 (50,139 (24,71 (24,499 (23,56¢)
Fair Value of Assets at End of Perioc $ 701,67¢ $ 601,71¢ $ 597,54¢ $414,13: $ 351,99( $ 353,26¢
Net Amount Recognized at End of Periot

(Funded Status) $ (369,069  $(348,059)  $(326,949  $(147,129)  $(133,46)  $(119,13)
Amounts Recognized in the Balance Shee

Consist of:
Non-Current Liabilities $ (369,069  $(348,05)  $(326,94)  $(147,129  $(133,46)  $(119,13))
Accumulated Benefit Obligation $ 986,22 $ 874,59! $ 843,52t N/A N/A N/A
Weighted Average Assumptions Used to

Determine Benefit Obligation at

September 30
Discount Rate 3.5(% 4.5(% 4.7%% 3.5(% 4.5(% 4.7%%
Rate of Compensation Incree 4.7%% 4.7% 4.7%% 4.7%% 4.7%% 4.7%%
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Retirement Plan Other Post-Retirement Benefits
Year Ended September 3( Year Ended September 3(
2012 2011 2010 2012 2011 2010
(Thousands)

Components of Net Periodic Benefit Cost
Service Cos $ 14,20: $ 14,77 $12,99° $ 4,01¢ $ 4,27¢ $ 4,29¢
Interest Cos 41,52¢ 42,67¢ 44,30¢ 21,31t 21,88¢ 25,017
Expected Return on Plan Ass (59,707 (59,109 (58,347 (28,977) (29,165 (26,339
Amortization of Prior Service Co 26¢ 58¢ 655 (2,13¢) (2,710 (1,710
Amortization of Transition Amour — — — 10 541 541
Recognition of Actuarial Loss(: 39,61 34,87: 21,64: 24,05 23,79 25,88:
Net Amortization and Deferral for Regulatc

Purpose: (6,900 (2,31) (30) 6,162 10,49( 351
Net Periodic Benefit Co: $29,01: $ 31,49¢ $ 21,22¢ $ 24,45 $ 30,11( $ 28,04«
Weighted Average Assumptions Used t

Determine Net Periodic Benefit Cost at

September 30
Discount Rate 4.5(% 4.7%% 5.5(% 4.5(% 4.7%% 5.5(%
Expected Return on Plan Ass 8.25% 8.25% 8.25% 8.25% 8.25% 8.25%
Rate of Compensation Incree 4.7% 4.75% 5.0(% 4.7% 4.75% 5.0(%

(1) In fiscal 2011, the Company passed an amendmemtwdianged the definition of annual compensatiasgectively to exclude cert:
bonuses paid by Seneca after September 30, 20isld@treased the benefit obligation of the Retirgrfdan. In fiscal 2011, the Comp:
also increased the prescription drug co-paymentgdadain retired participants which decreasedhtbeefit obligation of the other pest
retirement benefits

(2) Distribution Corporatiors New York jurisdiction calculates the amortizatiminthe actuarial loss on a vintage year basis dGeyears, ¢
mandated by the NYPSC. All the other subsidiarfat® Company utilize the corridor approa

The Net Periodic Benefit Cost in the table aboweudes the effects of regulation. The Company rec®wpension and other post:
retirement benefit costs in its Utility and Pipeliand Storage segments in accordance with thecappdiregulatory commission authorizatic
Certain of those commission authorizations estabtistracking mechanisms which allow the Companyetmrd the difference between
amount of pension and other postirement benefit costs recoverable in rates Ardamounts of such costs as determined under thng
authoritative guidance as either a regulatory aesdtability, as appropriate. Any activity undenet tracking mechanisms (including
amortization of pension and other postirement regulatory assets and liabilities) iflected in the Net Amortization and Deferral
Regulatory Purposes line item above.

In addition to the Retirement Plan discussed abthe=Company also has N@ualified benefit plans that cover a group of mamagn
employees designated by the Chief Executive Offidehe Company. These plans provide for defineteliepayments upon retirement of
management employee, or to the spouse upon de#tie aianagement employee. The net periodic berwdttassociated with these plans \
$9.1 million, $8.6 million and $7.4 million in 2012011 and 2010, respectively. The accumulatedfttestdigations for the plans were $5.
million, $46.0 million and $41.8 million at Septeert80, 2012, 2011 and 2010, respectively. The ptejebenefit obligations for the ple
were $88.5 million,
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$79.2 million and $73.9 million at September 301202011 and 2010, respectively. The projected fiteoleligations are recorded in Otl
Deferred Credits on the Consolidated Balance Sh&atsactuarial valuations for the plans were daeteed based on a discount rate of 2.5
3.75% and 4.25% as of September 30, 2012, 2012@1@, respectively and a weighted average ratemipensation increase of 7.75%, 8
and 8.0% as of September 30, 2012, 2011 and 2684Pectively.

The cumulative amounts recognized in accumulatéetrotomprehensive income (loss), regulatory assetd, regulatory liabilitie
through fiscal 2012, the changes in such amountisg2012, as well as the amounts expected to tmgrézed in net periodic benefit cos
fiscal 2013 are presented in the table below:

Other Non-
Post- Qualified
Retirement Retirement Benefit
Plan Benefits Plans
(Thousands)

Amounts Recognized in Accumulated Other Comprehengé Income (Loss)

Regulatory Assets and Regulatory Liabilities(1)
Net Actuarial Los $(458,12) $(195,30) $(40,770()
Transition Obligatior — 8 —
Prior Service (Cost) Crec (1,309 11,217 —
Net Amount Recognize $(459,429) $(184,09) $(40,770()
Changes to Accumulated Other Comprehensive Incomé.¢ss), Regulatory Assets an

Regulatory Liabilities Recognized During Fiscal 202(1)
Increase in Actuarial Loss, excluding amortizat)r $ (69,009 $ (37,139 $ (9,559
Change due to Amortization of Actuarial Lc 39,61¢ 24,05° 4,36:
Reduction in Transition Obligatic — 1C —
Prior Service (Cost) Crec 26¢ (2,139 —
Net Change $ (29,12) $ (15,20 $ (5,19¢
Amounts Expected to be Recognized in Net PeriodiceBefit Cost in the Next Fisca

Year(1)
Net Actuarial Los $ (52,77¢ $ (20,89) $ (5,280
Transition Obligatior — (8) —
Prior Service (Cost) Crec (23¢) 2,13¢ —
Net Amount Expected to be Recogni: $ (63,019 $ (18,769 $ (5,280

(1) Amounts presented are shown before recognizingmeféaxes

2) Amounts presented include the impact of actuarhgflosses related to return on assets, as weleagctuarial (Gain) Loss amou
P ( mpact
presented in the Change in Benefit Obligat

In order to adjust the funded status of its pengiax-qualified and non-qualified) and other postirement benefit plans at Septembel
2012, the Company recorded a $32.2 million increas®ther Regulatory Assets in the Companitility and Pipeline and Storage segm
and a $17.3 million (pre-tax) increase to AccunedaDther Comprehensive Loss.
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The effect of the discount rate change for therRetent Plan in 2012 was to increase the projecteefii obligation of the Retireme
Plan by $118.8 million. In 2012, other actuariapesience increased the projected benefit obligaimrthe Retirement Plan by $1.6 millis
The effect of the discount rate change for therBetént Plan in 2011 was to increase the projecteefii obligation of the Retirement Plan
$26.9 million. The effect of the discount rate oparfor the Retirement Plan in 2010 was to incrahseprojected benefit obligation of -
Retirement Plan by $75.1 million.

The Company made cash contributions totaling $#lilon to the Retirement Plan during the year eh@®eptember 30, 2012. 1
Company expects that the annual contribution taRbgrement Plan in 2013 will be in the range 0®.$3million to $45.0 million. Changes
the discount rate, other actuarial assumptions, asst performance could ultimately cause the Cagnpa fund larger amounts to !
Retirement Plan in 2013 in order to be in compléanith the Pension Protection Act of 2006 (as ingédbdy the Moving Ahead for Progres:
the 21stCentury Act). In July 2012, the Surface Transp@taExtension Act, which is also referred to asMaving Ahead for Progress in 1
21st Century Act (the Act), was passed by Congaesissigned by the President. The Act included penfsinding stabilization provisions. T
Company is currently in the process of evaluatiedtiture contributions in light of the provisioakthe Act.

The following Retirement Plan benefit payments, chhieflect expected future service, are expecteoetpaid by the Retirement P
during the next five years and the five years thiteg: $55.9 million in 2013; $56.5 million in 201857.3 million in 2015; $58.5 million
2016; $59.6 million in 2017; and $315.2 millionthre five years thereafter.

The effect of the discount rate change in 2012 twascrease the other pasttirement benefit obligation by $65.6 million. @thactuaric
experience increased the other post-retirementfivefdigation in 2012 by $6.1 million.

The effect of the discount rate change in 2011 twascrease the other pasttirement benefit obligation by $14.5 million. @thactuaric
experience decreased the other pestement benefit obligation in 2011 by $6.6 noitlj primarily attributable to the impact of the nbe ir
prescription drug co-payments as noted above.

The effect of the discount rate change in 2010 twascrease the other pastirement benefit obligation by $39.4 million. @thactuarie
experience decreased the other peitement benefit obligation in 2010 by $43.1 ioifl, primarily attributable to updated pharmacealtidrug
rebate experience as well as updated claim costsrgions based on experience.

The Medicare Prescription Drug, Improvement, anddbtaization Act of 2003 provides for a prescriptidnug benefit under Medice
(Medicare Part D), as well as a federal subsidgponsors of retiree health care benefit plansphatide a benefit that is at least actuar
equivalent to Medicare Part D. Since the Compamassimed to continue to provide a prescription tergfit to retirees in the point of sen
and indemnity plans that is at least actuariallyiegjent to Medicare Part D, the impact of the Wets reflected as of December 8, 2003.

The estimated gross other postirement benefit payments and gross amount ofiddeel Part D prescription drug subsidy receiptsaa
follows (dollars in thousands):

Benefit Payment: Subsidy Receipt
2013 $ 26,55¢ $ (1,82%)
2014 $ 27,85: $ (2,02))
2015 $ 29,15 $ (2,220
2016 $ 30,50¢ $ (2,420)
2017 $ 31,85¢ $ (2,606
2018 through 202 $ 175,14 $ (15,969
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2012 2011 2010
Rate of Increase for Pre Age 65 Participants 7.4€%(1) 7.62%(1) 7.82%(1)
Rate of Increase for Post Age 65 Participi 6.84%(1) 6.8%(1) 6.95%(1)
Annual Rate of Increase in the Per Capita Costaye@ed Prescription Drug Benef 8.08%(1) 8.3%%(1) 8.65%(1)
Annual Rate of Increase in the Per Capita MediPan¢ B Reimburseme 6.84%(1) 6.8%(1) 6.95%(1)
Annual Rate of Increase in the Per Capita MediPane¢ D Subsid' 7.13%(1) 7.3(%(1) 7.60(%(1)

(1) It was assumed that this rate would gradually dedio 4.5% by 202¢

The health care cost trend rate assumptions usealdalate the per capita cost of covered mediaed benefits have a significant eft
on the amounts reported. If the health care cesttrates were increased by 1% in each year, ez postretirement benefit obligation as
October 1, 2012 would increase by $69.7 millionisTh% change would also have increased the aggregahe service and interest ¢
components of net periodic pastirement benefit cost for 2012 by $3.4 milliohtHe health care cost trend rates were decreaséélohin eac
year, the other pc-retirement benefit obligation as of October 1, 2@l@uld decrease by $58.1 million. This 1% changaildalso hav
decreased the aggregate of the service and intasistomponents of net periodic post-retiremenefiecost for 2012 by $2.8 million.

The Company made cash contributions totaling $&fillion to its VEBA trusts and 401(h) accounts dgrithe year ended September
2012. In addition, the Company made direct paymeh$9.1 million to retirees not covered by the VEBusts and 401(h) accounts during
year ended September 30, 2012. The Company expattde annual contribution to its VEBA trusts atd.(h) accounts in 2013 will be in
range of $15.0 million to $20.0 million.

Investment Valuation

The Retirement Plan assets and other post-retirebegmefit assets are valued under the currenvédire framework. See Note F Fair
Value Measurements for further discussion regarttiegdefinition and levels of fair value hieraradstablished by the authoritative guidance.

The inputs or methodologies used for valuing séiesriare not necessarily an indication of the askociated with investing in the
securities. Below is a listing of the major cateégemf plan assets held as of September 30, 201 2@h1, as well as the associated level w
the fair value hierarchy in which the fair valueasarements in their entirety fall, based on theekiwevel input that is significant to the
value measurement in its entirety (dollars in tlzoas):
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Retirement Plan Investments
Domestic Equities(1
International Equities(z
Domestic Fixed Income(:
International Fixed Income(
Hedge Fund Investmen
Real Estatt
Cash and Cash Equivalel
Total Retirement Plan Investmel
401(h) Investment
Total Retirement Plan Investments (excluding 401flkstments
Miscellaneous Accruals, Interest Receivables, aoc-Interest Casl|
Total Retirement Plan Assets

Retirement Plan Investments
Domestic Equities(1
International Equities(z
Domestic Fixed Income(:
International Fixed Income(
Hedge Fund Investmen
Real Estatt
Cash and Cash Equivalel
Total Retirement Plan Investmel
401(h) Investment
Total Retirement Plan Investments (excluding 401fkgstments
Miscellaneous Accruals, Interest Receivables, aoc-Interest Casl|
Total Retirement Plan Assets

Total Fair Value

Amounts at
September 30,
2012 Level 1 Level 2 Level 3
$ 358,67¢ $231,97¢ $126,70: $ —
96,45 2,09( 94,36 —
165,13( 70,73( 94,40( —
65,83t 1,941 63,89« —
39,95¢ — — 39,95¢
6,17( — — 6,17(
12,87 — 12,87 —
745,09! 306,73¢ 392,23( 46,12¢
(43,31) (17,819 (22,819 (2,68()
$ 701,78 $288,92: $369,41° $43,44¢
(10€)
$ 701,67
Total Fair Value
Amounts at
September 30, 201 Level 1 Level 2 Level 3
$ 313,19: $215,52¢ $ 97,66¢ $ —
79,73: 11,16: 68,56¢ —
146,58 77,65, 68,93( —
43,15: 887 42,26¢ —
39,29¢ — — 39,29¢
6,44: — — 6,44:
10,62¢ — 10,62¢ —
639,03 305,23: 288,06 45,73¢
(37,176 (17,744 (16,779 2,65¢
$ 601,85 $287,48 $271,29( $43,08(
(13¢)

(1) Domestic Equities include mostly collective trushds, common stock, and exchange traded fi
(2) International Equities include mostly collectivagt funds and common stoc
(3) Domestic Fixed Income securities include mostljemtive trust funds, corporate/government bonds modgages, and exchange tra

funds.

(4) International Fixed Income securities includes tyastllective trust funds and exchange traded fu
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Total Fair Value
Amounts at

September 30, 201 Level 1 Level 2 Level 3
Other Post-Retirement Benefit Assets held in VEBA Tusts
Collective Trust Fund— Domestic Equitie: $ 179,05¢ $ — $179,05¢ $ —
Collective Trust Fund— International Equitie 66,59( — 66,59( —
Exchange Traded Fun— Fixed Income 107,59° 107,59° — —
Real Estatt 1,30t — — 1,30¢
Cash Held in Collective Trust Fun 16,39: — 16,39: —
Total VEBA Trust Investment 370,94¢ 107,59° 262,04¢ 1,30¢
401(h) Investment 43,31: 17,81¢ 22,811 2,68(
Total Investments (including 401(h) Investmel $ 414,25¢ $125,41! $284,85¢ $3,98¢
Miscellaneous Accruals (Including Current and DefdiTaxes, Claims
Incurred But Not Reported, Administrativ (125
Total Other Posi-Retirement Benefit Assets $ 414,13:
Total Fair Value
Amounts at
September 30, 201 Level 1 Level 2 Level 3
Other Post-Retirement Benefit Assets held in VEBA Trusts
Collective Trust Fund— Domestic Equitie: $ 148,45: $ — $148,45: $ —
Collective Trust Fund— International Equitie 55,411 — 55,41 —
Exchange Traded Fun— Fixed Income 91,21+« 91,21« — —
Real Estatt 1,561 — — 1,561
Cash Held in Collective Trust Fun 12,89( — 12,89( —
Total VEBA Trust Investment 309,52° 91,21« 216,75: 1,561
401(h) Investment 37,17¢ 17,74« 16,77 2,65¢
Total Investments (including 401(h) Investmet $ 346,70: $108,95¢ $233,52! $4,22(
Miscellaneous Accruals (Including Current and DefdrTaxes, Claims
Incurred But Not Reported, Administrativ 5,28
Total Other Post-Retirement Benefit Assets $ 351,99(

The fair values disclosed in the above tables n@be indicative of net realizable value or refieetof future fair values. Furtherma
although the Company believes its valuation methads appropriate and consistent with other marlatigipants, the use of differe
methodologies or assumptions to determine thevédire of certain financial instruments could regula different fair value measurement ai

reporting date.

The following tables provide a reconciliation oétheginning and ending balances of the Retiremlant&hd other posetirement benet
assets measured at fair value on a recurring ldmse the determination of fair value includes Bigant unobservable inputs (Level 3). Nc

For the year ended September 30, 2012, there vpaexamately $13.0 million transferred from Levetd.Level 2, while for the
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year ended September 30, 2011, there were noisigmiftransfers in or out of Level 1 or Level 2.dddition, as shown in the following tab
there were no transfers in or out of Level 3.

Retirement Plan Level 3 Asset:

(Thousands)
Equity
Convertible Excluding
Hedge Limited Real 401(h)

Securities Funds Partnerships Estate Investments Total
Balance at September 30, 2010 $ 337 $ — $ 24k $6,14¢ $ (367) $ 6,36
Realized Gains/(Losse 53 — (4,846 20 27¢ (4,495
Unrealized Gains/(Losse (36) (789 4,85: 15¢ (26¢) 3,91¢
Purchases, Sales, Issuances, and Settlements (359 40,08¢ (252) 11€ (2,302 37,29:
Balance at September 30, 2( — 39,29¢ — 6,44: (2,659 43,08(
Realized Gains/(Losse — — — 60 4 5€
Unrealized Gains/(Losse — 66C — (362) (15) 28:¢
Purchases, Sales, Issuances, and Settlements — — — 29 (2 27
Balance at September 30, 2( $ — $39,95¢ $ — $6,17( $ (2,680 $43,44¢

Other Post-Retirement Benefit Level 3 Asset

(Thousands)

Truet Otrer
Investments Including Retirement

Real 401(h) Benefit
Estate Investments Investments
Balance at September 30, 2010 $ 3,82« $ 367 $ 4,191
Realized Gains/(Losse — (27¢) (27¢)
Unrealized Gains/(Losse (2,267) 26€ (1,999
Purchases, Sales, Issuances, and Settlements — 2,30z 2,30z
Balance at September 30, 2( 1,561 2,65¢ 4,22(
Realized Gains/(Losse — 4 4
Unrealized Gains/(Losse (25€) 15 (247
Purchases, Sales, Issuances, and Settlements — 2 2
Balance at September 30, 2( $ 1,30¢ $ 2,68( $ 3,98t

The Company’s assumption regarding the expectegHienm rate of return on plan assets is 8.0%, effedir fiscal 2013. The retu

assumption reflects the anticipated long-term cditeeturn on the plas’ current and future assets. The Company utilisgsrital investmel
data, projected capital market conditions, andptha’s target asset class and investment manager &losdb set the assumption regarding
expected return on plan assets.

The longterm investment objective of the Retirement Plarstirthe VEBA trusts and the 401(h) accounts iadoieve the target to
return in accordance with the Companyisk tolerance. Assets are diversified utilizegnix of equities, fixed income and other secws
(including real estate). The target allocation tlee Retirement Plan is 55-70% equity securities4@% fixed income securities and28%
other. The target allocation for the VEBA trustsc(uding 401(h) accounts) is 60-75% equity se@siti
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25-40% fixed income securities andLB% other. Risk tolerance is established througtsicieration of plan liabilities, plan funded status
corporate financial condition. The assets of thérBmaent Plan trusts, VEBA trusts and the 401(lgoaats have no significant concentrati
of risk in any one country (other than the Unitédt&s), industry or entity.

Investment managers are retained to manage sepgmake of assets. Comparative market and peer gpeufprmance of individu
managers and the total fund are monitored on aaegasis, and reviewed by the CompaniRetirement Committee on at least a quat
basis.

The discount rate which is used to present valeefuture benefit payment obligations of the ReteamPlan and the Compasybthe
postretirement benefits is 3.50% as of September 30220he discount rate which is used to presentevéihe future benefit payme
obligations of the NorQualified benefit plans is 2.50% as of September2Bd2. The Company utilizes a yield curve modedidétermine th
discount rate. The yield curve is a spot rate ymidve that provides a zero-coupon interest rateefh year into the future. Each year
anticipated benefit payments are discounted atadsociated spot interest rate back to the measutedate. The discount rate is tl
determined based on the spot interest rate thaltseés the same present value when applied tadinge anticipated benefit payments.

Note | — Commitments and Contingencies
Environmental Matters

The Company is subject to various federal, statklacal laws and regulations relating to the pritecof the environment. The Comps
has established procedures for the ongoing evaluaif its operations to identify potential envirommtal exposures and to comply v
regulatory policies and procedures.

It is the Company’s policy to accrue estimated emvnental cleamp costs (investigation and remediation) when sactounts ca
reasonably be estimated and it is probable thaCdmpany will be required to incur such costs. gptember 30, 2012, the Company
estimated its remaining cleanp- costs related to former manufactured gas piteg and third party waste disposal sites will ié¢hie range «
$15.4 million to $19.6 million. The minimum estiredt liability of $15.4 million has been recorded @ther Deferred Credits on |
Consolidated Balance Sheet at September 30, 2012 Cbmpany expects to recover its environmentanalg costs through rate recov
over a period of approximately 10 years. Other thandiscussed below, the Company is currently m@re of any material exposure
environmental liabilities. However, changes in eonmental laws and regulations, new informatiomther factors could adversely impact
Company.

(i) Former Manufactured Gas Plant Sites

The Company has incurred investigation and/or clgarcosts at several former manufactured gas pliées :n New York an
Pennsylvania. The Company continues to be resperfsibfuture ongoing monitoring and long-term ntaimance at two sites.

The Company has agreed with the NYDEC to remediat#her former manufactured gas plant site locatddew York. In Februai
2009, the Company received approval from the NYRE@ Remedial Design Work Plan (RDWP) for this .siteOctober 2010, the Compe
submitted a RDWP addendum to conduct additionalirfireary Design Investigation field activities nesary to design a succes
remediation. An estimated minimum liability for rediation of this site of $14.0 million has beenamed.
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(i) Other

In November 2010, the NYDEC notified the Companytefpotential liability with respect to a remedadtion at a former industrial s
in New York. Along with the Company, notificatiomgere sent to the City of Buffalo and the New Yotat8 Thruway Authority. Estimat
cleanup costs associated with this site have not beeplaied and the Company cannot estimate its Itghifi any, regarding remediation
this site at this time. In July 2011, the Compagsead to perform a limited scope of work at thie,sivhich is pending.

Other

The Company, in its Utility segment, Energy Markgtisegment, and Exploration and Production segnhast.entered into contract
commitments in the ordinary course of businesdudiog commitments to purchase gas, transportatiod, storage service to meet custc
gas supply needs. The majority of these contragisewithin the next five years. The future gasgmase, transportation and storage cor
commitments during the next five years and theeeadte as follows: $278.1 million in 2013, $68.1liom in 2014, $64.1 million in 201
$60.2 million in 2016, $32.3 million in 2017 and@&6 million thereafter. Gas prices within the gaschase contracts are variable base
NYMEX prices adjusted for basis. In the Utility segnt, these costs are subject to state commissiaew, and are being recoverec
customer rates. Management believes that, to tteneany stranded pipeline costs are generatethdoyitbundling of services in the Util
segment’s service territory, such costs will beovecable from customers.

The Company has entered into leases for the usmmpressors, drilling rigs, buildings, meters ardeo items. These leases
accounted for as operating leases. The future le@seitments during the next five years and theéeeafre as follows: $38.7 million in 20:
$37.0 million in 2014, $13.2 million in 2015, $5dllion in 2016, $5.7 million in 2017, and $8.5 iwh thereafter.

The Company, in its Pipeline and Storage segmettAdinOther category, has entered into several remtial commitments associa
with various pipeline and gathering system expangimjects. As of September 30, 2012, the futumgtrestual commitments related to
expansion projects are $40.7 million in 2013. Theeno contractual commitments extending beyoriB20

The Company, in its Exploration and Production seginhas entered into contractual obligations astext with hydraulic fracturing ai
fuel. The future contract commitments during thgtrt@o years are as follows: $60.7 million in 20d4r&d $11.4 million in 2014.

The Company is involved in other litigation arisimgthe normal course of business. In additionhi® tegulatory matters discusse!
Note C— Regulatory Matters, the Company is involved in othegulatory matters arising in the normal cour$eéasiness. These ott
litigation and regulatory matters may include, étample, negligence claims and tax, regulatory therogovernmental audits, inspectic
investigations and other proceedings. These mattassinvolve state and federal taxes, safety, campé with regulations, rate base, co:
service and purchased gas cost issues, among tbthgs. While these other matters arising in themra course of business could hay
material effect on earnings and cash flows in tegog in which they are resolved, an estimate efgbssible loss or range of loss, if ¢
cannot be made at this time.

Note J — Discontinued Operations

On September 1, 2010, the Company sold its langiil operations in the states of Ohio, Michigamtieky, Missouri, Maryland al
Indiana. Those operations consisted of short distdandfill gas pipeline companies engaged in thvehmse, sale and transportation of lar
gas. The Company'’s landfill gas operations weretaaed under the Company’s wholly-owned subsidibigrizon LFG. The Company
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received approximately $38.0 million of proceedsnirthe sale. The sale resulted in the recognitfagain of approximately $6.3 million, 1
of tax, during the fourth quarter of 2010. The dam to sell was based on progressing the Compairgitegy of divesting its smaller, noore
assets in order to focus on its core businessetyding the development of the Marcellus Shale #mal construction of key pipeli
infrastructure projects throughout the Appalachiagion. As a result of the decision to sell thedfidhgas operations, the Company be
presenting these operations as discontinued opesadiuring the fourth quarter of 2010.

The following is selected financial informationtbe discontinued operations for the sale of the Gamy’s landfill gas operations:

Year Ended September 30, 20:
(Thousands)

Operating Revenue $ 9,91¢
Operating Expense 8,93:
Operating Incom 98¢
Other Income 4
Interest Incom: 2
Interest Expens 29
Income before Income Tax 963
Income Tax Expens 498
Income from Discontinued Operatio 47C
Gain on Disposal, Net of Taxes of $4,( 6,31(
Income from Discontinued Operatio $ 6,78(

Note K — Business Segment Information

The Company reports financial results for four segts: Utility, Pipeline and Storage, Exploratiorddroduction, and Energy Marketi
The division of the Compang’operations into reportable segments is based apombination of factors including differencegpnoducts an
services, regulatory environment and geographiofac

The Utility segment operations are regulated byNié&SC and the PaPUC and are carried out by Digtab Corporation. Distributic
Corporation sells natural gas to retail customerd provides natural gas transportation servicesvéistern New York and northwest
Pennsylvania.

The Pipeline and Storage segment operations atdated by the FERC for both Supply Corporation &mipire. Supply Corporatic
transports and stores natural gas for utilitiegl@iding Distribution Corporation), natural gas metees (including NFR), exploration &
production companies (including Seneca) and pipetiompanies in the northeastern United States nsarkenpire transports natural ga:
major industrial companies, utilities (includingdibution Corporation) and power producers in Néovk State.

The Exploration and Production segment, throughe8anis engaged in exploration for, and developrardtpurchase of, natural gas
oil reserves in California, the Appalachian regafnthe United States and Kansas. The Company cdetptbe sale of its offhore oil an
natural gas properties in April 2011 as a resuthefsegmeng increasing emphasis on the Marcellus Shale pitynithe Appalachian regia
Senecas production is, for the most part, sold to purelnaocated in the vicinity of its wells. In Noveer2010, the Company acquired oil
gas properties in the Covington Township area ofy&iCounty, Pennsylvania from EOG Resources, brcapproximately $24.1 million.
addition, the Company
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acquired two tracts of leasehold acreage in Ma@tDZor approximately $71.8 million. These traatsnsisting of approximately 18,000
acres in Tioga and Potter Counties in Pennsylvameageographically similar to the Company’s erigtMarcellus Shale acreage in the area.

The Energy Marketing segment is comprised of NF&erations. NFR markets natural gas to industiiablesale, commercial, puk
authority and residential customers primarily insteen and central New York and northwestern Pernagja, offering competitively prict
natural gas for its customers.

The data presented in the tables below reflecniigd information for the segments and reconcihiasi to consolidated amounts. *
accounting policies of the segments are the sartieoge described in Note A -Summary of Significant Accounting Policies. Salépmduct:
or services between segments are billed at reglufates or at market rates, as applicable. The @ognpvaluates segment performance t
on income before discontinued operations, extraargiitems and cumulative effects of changes imactng (when applicable). When th
items are not applicable, the Company evaluatdseance based on net income.

Year Ended September 30, 201

Corporate
Exploration Total and
Pipeline Reportable Intersegmen
and and Energy All Total

Utility Storage Production Marketing Segments Other Eliminations Consolidatec

(Thousands)
Revenue from External Customers $ 704,51¢ $ 172,31 $ 558,18( $ 186,57¢ $1,621,58 $ 4,307 $ 957 $ 1,626,85
Intersegment Revenu $ 14,60/ $ 86,96: $ — $ 1,42 $ 102,99: $ 16,77: $ (119,76) $ —
Interest Incom: $ 2,765 $ 19¢ $ 1,49: $ 18¢ $ 4,64¢ $ 17t $ (2,13)) $ 3,68¢
Interest Expens $ 33,18 $ 25,60: $ 29,24 $ 41 $ 88,06¢ $ 1,73¢ $ (35660 $ 86,24(
Depreciation, Depletion and Amortizati $ 42,75 $ 38,18. $ 187,62 $ 9C $ 268,65: $ 2,091 $ 78€ $ 271,53
Income Tax Expense (Benet $ 29,11( $ 37,65 $ 79,05( $ 1,93 $ 147,74t $ 4,33 $ (1,529 $ 150,55«
Segment Profit: Net Income (Los $ 58,59( $ 60,527 $ 96,49¢ $ 4,16¢ $ 219,78 $ 6,86¢ $ (6,575 $ 220,07
Expenditures for Additions to LorLived Assets $ 58,28¢ $ 144,16 $ 693,81 $ 77C $ 897,03: $ 80,01° $ 34¢€ $ 977,39:

At September 30, 201!

(Thousands)

Segment Assel $2,070,41. $1,243,86: $ 2,367,48! $ 61,96¢ $5,743,72. $209,93: $ (18,52() $ 5,935,14
Year Ended September 30, 201
Corporate
Exploration Total and
Pipeline Reportable Intersegment
and and Energy All Total

Utility Storage Production Marketing Segments Other Eliminations Consolidatec

(Thousands)
Revenue from External Customers $ 835,85: $ 134,07: $ 519,03 $ 284,54¢ $1,773,50 $ 4,401 $ 93¢ $ 1,778,84
Intersegment Revenu $ 16,64: $ 81,03 $ — $ 42C $ 98,09¢ $ 10,01° $ (108,11¢ $ —
Interest Incom: $ 2,04¢ $ 324 $ (27) $ 104 $ 2,45( $ 247 $ 21¢ $ 2,91¢
Interest Expens $ 34,44( $ 2573 $ 17,40: $ 2C $ 77,59¢ $ 2,17: $ (1,65) $ 78,12
Depreciation, Depletion and Amortizati $ 40,80¢ $ 37,26¢ $ 146,80t $ 47 $ 224,92 $ 84C $ 76C $ 226,52
Income Tax Expense (Benet $ 33,32¢ $ 19,85 $ 89,03« $  4,48¢ $ 146,70. $ 18,96: $ (1,28 $ 164,38:
Gain on Sale of Unconsolidated Subsidia $ $ — $ — $ — $ — $50,87¢2) $ — $ 50,87¢
Segment Profit: Net Income (Los $ 63,22¢ $ 31,51t $ 124,18 $ 8,801 $ 227,73 $ 38,50: $ (7,837 $ 258,40.
Expenditures for Additions to LorLived Assets $ 58,39¢ $ 129,20¢ $ 648,81 $ 46( $ 836,87 $ 17,02: $ 28t $ 854,18t

At September 30, 201:

(Thousands)

Segment Assel $2,001,541 $1,112,49. $ 1,885,01 $  71,13¢ $5,070,19 $166,73( $ (15,83) $ 5,221,08
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Year Ended September 30, 201

Corporate
Exploration Total and
Pipeline Reportable Intersegmen
and and Energy All Total
Utility Storage Production Marketing Segments Other Eliminations Consolidatec
(Thousands)
Revenue from External Customers $ 804,46t $ 138,90 $ 438,020 $ 344,80. $1,726,20 $3342¢ % 874 $ 1,760,50:
Intersegment Revenu $ 1532« $ 7997t $ — % — $ 9530: $ 231t $ 97,61) $ —
Interest Incom: $ 2,14¢ % 19¢ % 98C $ 4  $ 3361 % 137 % 22t $ 3,72¢
Interest Expens $ 3583 $ 26,326 $ 30,85 $ 27 $ 93,03¢ $ 2,15 % (1,245 $ 93,94¢
Depreciation, Depletion and Amortizati $ 4037 $ 3593( $ 106,18 $ 42 $ 18252. $ 7901 $ 76 $  191,19¢
Income Tax Expense (Benet $ 3185 $ 2263 $ 7887 $ 4806 $ 138,17 $ 464 $ (1,410 $ 137,22
Segment Profit: Income (Loss) from Continuing Otiers $ 62,47 $ 36,70! $ 11253. $ 8,81¢ $ 220520 $ 33% $ (4,780 $ 219,13
Expenditures for Additions to Long-Lived Assetsnfro
Continuing Operation $ 57970 $ 37,89« $ 398,170 $ 407 $ 49444t $ 6,692 % 21C $ 501,35:
At September 30, 201(
(Thousands)
Segment Assel $2,027,10 $1,080,77. $ 1,539,700 $ 69,56 $4,717,13°  $198,70¢ $ 131,20¢ $ 5,047,05

(1) All Revenue from External Customers originatedhia United State:

(2) In February 2011, the Company sold its 50% equigghmd investments in Seneca Energy and Model Gity$59.4 million, resulting in
gain of $50.9 million

Geographic Information At September 30
2012 2011 2010
(Thousands)

Long-Lived Assets:
United State: $5,579,56 $4,809,18: $4,238,25.

Note L — Quarterly Financial Data (unaudited)

In the opinion of management, the following qudyténformation includes all adjustments necessaryef fair statement of the results
operations for such periods. Per common share aim@ue calculated using the weighted average nuwibshares outstanding during e
quarter. The total of all quarters may differ frén@ per common share amounts shown on the Contadidgtatements of Income. Those
common share amounts are based on the weightealg@yeumber of shares outstanding for the enticalfigear. Because of the seasonal n.
of the Company’s heating business, there are sutigtaariations in operations reported on a qubrteasis.

In’(:l(‘)arfne Earnings per
Quarter Operating Operating Available for __Common Share
Ended Revenues Income Common Stocl Basic Diluted
(Thousands, except per common share amount

2012

9/30/2012 $313,26: $107,26! $  48,80:(1) $0.5¢ $0.5¢
6/30/2012 $328,86. $90,29! $ 43,18¢ $0.52 $0.52
3/31/2012 $552,30¢ $132,09° $ 67,3942) $0.81 $0.81
12/31/2011 $432,42: $118,39: $  60,69¢ $0.7¢ $0.7¢
2011

9/30/2011 $286,03: $ 7519 $  37,35¢ $0.4¢ $0.4¢
6/30/2011 $380,97¢ $9480f $ 46,89 $0.57 $0.5¢
3/31/2011 $660,88: $153,75¢ $ 115,61(3) $1.4C $1.3¢
12/31/201C $450,94¢ $117,41( $ 58,54« $0.71 $0.7C

-121-



Table of Contents

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

(1) Includes $12.8 million of income associatedhwitie elimination of Supply Corporation’s pastirement regulatory liability as specifiec
Supply Corporatio’s rate case settleme

(2) Includes a $4.0 million accrual of a natural gapact fee related to wells drilled prior to 2012tthes first imposed by Pennsylvanie
2012. This fee was recorded in the Exploration Rratiuction segmer

(3) Includes a $31.4 million after tax gain on the s#léhe Compan’s 50% equity method investments in Seneca Enerdyvamdel City.

Note M — Market for Common Stock and Related Shareblder Matters (unaudited)

At September 30, 2012, there were 13,800 registenadeholders of Company common stock. The comrtowk és listed and traded
the New York Stock Exchange. Information relateddstrictions on the payment of dividends can henébin Note E —Capitalization an
Short-Term Borrowings. The quarterly price rangeaséd on intralay prices) and quarterly dividends declared fer fiscal years end
September 30, 2012 and 2011, are shown below:

Price Range

Quarter Ended High Low Dividends Declarec
2012

9/30/2012 $54.9¢ $45.5¢ $ .36E
6/30/2012 $48.6¢ $41.57 $ .36E
3/31/2012 $56.97 $46.8¢ $ .35k
12/31/2011 $64.1¢ $44.51 $ .35k
2011

9/30/2011 $75.9¢ $48.67 $ .35t
6/30/2011 $75.7¢ $66.3¢ $ 358
3/31/2011 $74.0C $65.8( $ .34t
12/31/201C $66.5:2 $51.6¢ $ .34t

Note N — Supplementary Information for Oil and GasProducing Activities (unaudited)

As of September 30, 2010, the Company adoptedettisions to authoritative guidance related to oill gas exploration and product
activities that aligned the reserve estimation distlosure requirements with the requirements ef #£C Modernization of Oil and C
Reporting rule, which the Company also adopted. $B€ rules require companies to value their ygwat-reserves using an unweigt
arithmetic average of the first day of the monthaoid gas prices for each month within the twehanth period prior to the end of the repor
period.
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The following supplementary information is presehiie accordance with the authoritative guidancearging disclosures about oil &
gas producing activities and related SEC accountitgs. All monetary amounts are expressed in do8ars. As discussed in Note A,
Company completed the sale of its sffere oil and natural gas properties in the Guekico in April 2011. With the completion of thimle
the Company no longer has any off-shore oil andpgagerties.

Capitalized Costs Relating to Oil and Gas ProduciAgtivities
At September 30

2012 2011

(Thousands)
Proved Properties(: $2,789,18 $2,010,66:
Unproved Propertie 146,08« 226,27¢
2,935,26! 2,236,93
Less— Accumulated Depreciation, Depletion and Amortizai 681,79¢ 499,67:
$2,253,46 $1,737,26

(1) Includes asset retirement costs of $43.1 milliod $82.7 million at September 30, 2012 and 201 heaetsvely.

Costs related to unproved properties are excluded imortization until proved reserves are found @& determined that the unproy
properties are impaired. All costs related to umptbproperties are reviewed quarterly to deternfimapairment has occurred. The amour
any impairment is transferred to the pool of cdjziéal costs being amortized. Although the timingled ultimate evaluation or dispositior
the unproved properties cannot be determined, tregany expects the majority of its acquisition sassociated with unproved propertie
be transferred into the amortization base by 2026xpects the majority of its development and erqion costs associated with unpra
properties to be transferred into the amortizatiase by 2014 or 2015. Following is a summary oftc@xcluded from amortization
September 30, 2012:

Total
as of

September 3C Year Costs Incurred

2012 2012 2011 2010 Prior
(Thousands)
Acquisition Costs $ 87,28( $ 6,19¢ $ — $69,20¢ $11,87¢
Development Cost 21,947 15,22¢ 6,722 — —
Exploration Cost: 33,89 33,89: — — —
Capitalized Interes 2,96¢ 2,96¢ — — —
$ 146,08 $58,27: $6,72:- $69,20¢ $11,87¢
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Costs Incurred in Oil and Gas Property AcquisitioBxploration and Development Activities

Year Ended September 3(

2012 2011 2010
(Thousands)
United States
Property Acquisition Cost:
Proved $ 13,09¢ $ 28,83¢ $ 79
Unproved 13,861 20,01z 80,22
Exploration Costs(1 84,62+ 62,65 75,15t
Development Costs(: 576,39 531,37 234,09:
Asset Retirement Cos 10,34 12,08’ 3,901
$698,32° $654,96( $394,16:

(1) Amounts for 2012, 2011 and 2010 include capitalirgerest of $1.0 million, $0.8 million and $0.2llain, respectively
(2) Amounts for 2012, 2011 and 2010 include capitalirgerest of $2.0 million, $0.7 million and $0.9llain, respectively
For the years ended September 30, 2012, 2011 ah@, 2Be Company spent $216.6 million, $199.2 milliand $28.9 millior
respectively, developing proved undeveloped reserve
Results of Operations for Producing Activities
Year Ended September 3(

2012 2011 2010
(Thousands, except per Mcfe amounts

United States
Operating Revenue

Natural Gas (includes revenues from sales to aiffifi of $1, $23 and $253, respectivi $ 181,54 $ 223,64¢ $ 152,16:

Oil, Condensate and Other Liqui 307,01t 273,95: 233,56
Total Operating Revenues( 488,56 497,60( 385,73
Production/Lifting Cost: 83,36 73,25( 61,39¢
Franchise/Ad Valorem Tax¢ 23,62( 12,17¢ 10,59:
Accretion Expens 3,08¢ 3,66¢ 5,44¢
Depreciation, Depletion and Amortization ($2.19,1%2and $2.10 per Mcfe of productic 182,75¢ 143,37. 104,09:
Income Tax Expens 81,90¢ 110,11 83,94¢
Results of Operations for Producing Activities (exiing corporate overheads and intere

charges $113,83 $155,01. $120,26!

(1) Exclusive of hedging gains and losses. See fudlseussion in Note (— Financial Instrument
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Reserve Quantity Information

The Company’s proved oil and gas reserve estineeprepared by the Compasyeservoir engineers who meet the qualificatidi
Reserve Estimator per the “Standards PertaininthéoEstimating and Auditing of Oil and Gas Resedmf@rmation” promulgated by tt
Society of Petroleum Engineers as of February 0972The Company maintains comprehensive inteesgrrve guidelines and a contint
education program designed to keep its staff ugate with current SEC regulations and guidance.

The Company’s Vice President of Reservoir Engimggis the primary technical person responsibleof@rseeing the Comparsyteserv
estimation process and engaging and overseeinghtfte party reserve audit. His qualifications imbdua Bachelor of Science Degret
Petroleum Engineering and over 25 years of PetnolEngineering experience with both major and indepat oil and gas companies. He
maintained oversight of the Compasyeserve estimation process for the past ninesyklgris a member of the Society of Petroleum Eewgi
and a Registered Professional Engineer in the Staftexas.

The Company maintains a system of internal conweky the reserve estimation process. Managemeigwe the price, heat conte
lease operating cost and future investment assamgptised in the economic model that determinesrdberves. The Vice President
Reservoir Engineering reviews and approves all reserve assignments and significant reserve rexgsidccess to the Reserve databa
restricted. Significant changes to the reserve ntege reviewed by senior management on a quartedys. Periodically, the Companry’
internal audit department assesses the desigresé ttontrols and performs testing to determinetfeetiveness of such controls.

All of the Companys reserve estimates are audited annually by NeteriSewell and Associates, Inc. (NSAI). Since 1963Al ha
evaluated gas and oil properties and independeatljfied petroleum reserve quantities in the Whitates and internationally under the T
Board of Professional Engineers Registration NOOB699. The primary technical persons (employetl&@l) that are responsible for lead
the audit include a professional engineer regidtani¢h the State of Texas (with 14 years of exparéein petroleum engineering and consu
at NSAI since 2004) and a professional geoscierdistered in the State of Texas (with 15 yearexgierience in petroleum geosciences
consulting at NSAI since 2008). NSAI was satisfiith the methods and procedures used by the Comimapsepare its reserve estimate
September 30, 2012 and did not identify any proklarhich would cause it to take exception to thagrates.
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The reliable technologies that were utilized inreating the reserves include wire line ogesie log data, performance data, log c
sections, core data, 2D and 3D seismic data aritital analysis. The statistical method utilizeecbduction performance from both
Company’s and competitors’ wells. Geophysical diattude data from the Company’s wells, publishedwents, and state dagées, and 2

and 3D seismic data. These were used to confirrtireoty of the formation.

Gas MMcf
U.S.
Appalachian West Gulf Coast
Coast Total
Region Region Region Company
Proved Developed and Undeveloped Resel
September 30, 20( 149,82¢ 72,95¢ 26,16° 248,95:
Extensions and Discoveri 189,9741) 26¢ 2,881 193,12¢
Revisions of Previous Estimat 7,671 2,31t 6,68 16,67¢
Production (16,229(2) (3,819 (10,309 (30,349
September 30, 201 331,26: 71,72« 25,42° 428,41.
Extensions and Discoveri 249,04°(1) 19t 15¢ 249,40(
Revisions of Previous Estimat 24,48¢ 52€ 1,37: 26,38t
Production (42,979(2) (3,447 (4,04 (50,46)
Purchases of Minerals in Pla 44,79( — — 44,79(
Sales of Minerals in Plac — (682) (22,917 (23,599
September 30, 201 606,60t 68,31¢ — 674,92.
Extensions and Discoveri 435,46((1) 63¢ — 436,09¢
Revisions of Previous Estimat (53,997 (2,467) — (56,455
Production (62,669 (2) (3,46%) — (66,137
September 30, 201 925,41; 63,02! — 988,43:
Proved Developed Reservi
September 30, 20( 120,57¢ 67,60: 18,05 206,23:
September 30, 201 210,81 66,17¢ 19,29: 296,28
September 30, 201 350,45t 63,96 414,42:
September 30, 201 544,56( 59,92: — 604,48.
Proved Undeveloped Reserv
September 30, 20( 29,24¢ 5,35¢ 8,11¢ 42,72:
September 30, 201 120,44 5,54¢ 6,134 132,12!
September 30, 201 256,14¢ 4,351 — 260,49¢
September 30, 201 380,85 3,10( — 383,95.

(1) Extensions and discoveries include 182 Bcf (dugiag0), 249 Bcf (during 2011) and 435 Bcf (duringl2)) of Marcellus Shale gas in

Appalachian Regior

(2) Production includes 7,180 MMcf (during 2010), 3%3@Mcf (during 2011) and 55,812 MMcf (during 2018pm Marcellus Shale fiel

(which exceed 15% of total reserve
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Oil Mbbl
U.S.
Appalachian West Gulf Coast
Coast Total

Region Region Region Company
Proved Developed and Undeveloped Resel
September 30, 20( 311 44,82« 1,452 46,58"
Extensions and Discoveri 4 82¢ 222 1,05¢
Revisions of Previous Estimat 2 484 33z 81¢
Production (49 (2,669 (1) (502) (3,220
September 30, 201 26¢ 43,46" 1,50¢ 45,23¢
Extensions and Discoveri 1C 75€ 1 767
Revisions of Previous Estimat 4€ 1,90¢ (339 1,61¢
Production (45) (2,629 (187) (2,860)
Sales of Minerals in Plac — (439 979 (1,419
September 30, 201 27¢ 43,06¢ — 43,34¢
Extensions and Discoveri 28 1,22¢ — 1,257
Revisions of Previous Estimat 35 1,09t — 1,13(
Production (36) (2,839 — (2,870
September 30, 201 30¢€ 42 ,55¢ — 42,86:
Proved Developed Reservi
September 30, 20( 28t 37,71 1,19¢ 39,19(
September 30, 201 262 36,35 1,06¢ 37,68.
September 30, 201 274 37,30¢t — 37,58(
September 30, 201 30¢€ 38,13¢ — 38,44«
Proved Undeveloped Reserv
September 30, 20( 2€ 7,11 25¢ 7,391
September 30, 201 5 7,11¢ 43¢ 7,557
September 30, 201 5 5,76( — 5,76t
September 30, 201 — 4,41¢ — 4,41¢

(1) The Midway Sunset North fields (which exceeded 1&P4otal reserves at September 30, 2010) contribdt®43 Mbbls of productic
during 2010. As of September 30, 2012 and 2011Midevay Sunset North fields were below 15% of tatserves

The Companys proved undeveloped (PUD) reserves increased 2@rBcfe at September 30, 2011 to 410 Bcfe at e 30, 201:
PUD reserves in the Marcellus Shale increased 2681Bcf at September 30, 2011 to 381 Bcf at Sepeer@®, 2012. There was a mate
increase in PUD reserves at September 30, 2012@ht as a result of Marcellus Shale reserve additibhe Companyg' total PUD reserv:
are 33% of total proved reserves at September@®®,21p from 32% of total proved reserves at Sep&i0, 2011.

The Companys proved undeveloped (PUD) reserves increased fiorirBcfe at September 30, 2010 to 295 Bcfe at Gdpe 30, 201:
PUD reserves in the Marcellus Shale increased ftathBcf at September 30, 2010 to 253 Bcf at Sepeerd®, 2011. There was a mate
increase in PUD reserves at September 30, 201P@H0l as a result of Marcellus Shale reserve additibhe Compang'total PUD reserv:
are 32% of total proved reserves at September@0,,2ip from 25% of total proved reserves at Sepexr80, 2010.
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The increase in PUD reserves in 2012 of 115 Bcfe issult of 289 Bcfe in new PUD reserve additi(286 Bcfe from the Marcell
Shale), offset by 97 Bcfe in PUD conversions tovpbdeveloped reserves, and 77 Bcefe in downward RWIBions of previous estimates. -
downward revisions were primarily from the remowgfproved locations in the Marcellus Shale due sigaificant decrease in trailing twelve-
month average gas prices at Dominion South Poiné decrease in prices made the reserves unecornondievelop. Of these downwi
revisions, the majority (66 Bcfe) were related tmfoperated Marcellus activity, primarily in Cleatfl County.

The increase in PUD reserves in 2011 of 118 Bcfe issult of 212 Bcfe in new PUD reserve additi(®®9 Bcfe from the Marcelli
Shale), offset by 83 Bcfe in PUD conversions tovprbdeveloped reserves, 10 Bcfe from sales of raisén place and 2 Bcfe in downw.
PUD revisions of previous estimates. The downwaxdsions were primarily from the removal of prodedations in the Upper Devonian pl
These locations are unlikely to be developed withiB-year timeframe due to the Companfocus on the Marcellus Shale and the b
economic results there.

The Company is committed to developing its PUD mese within five years as required by the S&@nal rule on Modernization of €
and Gas Reporting. In 2013, the Company estimatasittwill invest approximately $160 million to deop its PUD reserves. The Comp
invested $217 million during the year ended Septarh, 2012 to convert 97 Bcfe of September 30,120UD reserves to proved develo
reserves. This represents 33% of the PUD resemvalseld at September 30, 2011. The Company investé6 fillion during the year end
September 30, 2011 to convert 83 Bcfe of Septerd®eP010 PUD reserves to proved developed resefves.represented 47% of the P
reserves booked at September 30, 2010. The Conipaested an additional $53 million during the yeaded September 30, 2011 to dev
the additional working interests in Covington aRtaD wells that were acquired from EOG Resourcemddiscal 2011.

At September 30, 2012, the Company does not hawaterial concentration of proved undeveloped ressethiat have been on the bc
for more than five years at the corporate levetauntry level. All of the Compang’proved reserves are in the United States. Afielelevel
only at the North Lost Hills Field in Kern Count@alifornia, does the Company have a material canagon of PUD reserves that have b
on the books for more than five years. The Comgaas/reduced the concentration of PUD reservesisrfitdid from 44% of total field lew:
proved reserves at September 30, 2007 to 16% af field level proved reserves at September 30220he PUD reserves in this fi
represent less than 1% of the Company’s provedvesat the corporate level. The economics ofghigect remain strong and the steflood
project here is performing well. Drilling of themaining proved undeveloped locations in this fisldcheduled over the next three yea
steam generation capacity is increased and thmsiead here matures.

Standardized Measure of Discounted Future Net Cashlows Relating to Proved Oil and Gas Reserves

The Company cautions that the following presentatibthe standardized measure of discounted futatecash flows is intended to
neither a measure of the fair market value of tben@anys oil and gas properties, nor an estimate of tleseut value of actual future c
flows to be obtained as a result of their developinaad production. It is based upon subjectiverestiés of proved reserves only and attrik
no value to categories of reserves other than progserves, such as probable or possible resewés,unproved acreage. Furthermore,
result of the SEG final rule on Modernization of Oil and Gas Repayt(effective fiscal 2010), it is based on the eiyihted arithmetic avera
of the first day of the month oil and gas pricesdach month within the twelvetonth period prior to the end of the reporting pérand cos
adjusted only for existing contractual changesasdumes an arbitrary discount rate of 10%. Thugivés no effect to future price and c
changes certain to occur under widely fluctuatiotitigal and economic conditions.
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The standardized measure is intended instead toder@ means for comparing the value of the Commapyoved reserves at a gi
time with those of other oil- and gas-producing pamies than is provided by a simple comparisoraafproved reserve quantities.

Year Ended September 3(

2012 2011 2010
(Thousands)
United States
Future Cash Inflow $7,373,12! $7,180,32! $5,273,60!
Less:
Future Production Cos 1,919,53 1,555,60: 1,347,85!
Future Development Cos 619,57: 636,74! 445,41
Future Income Tax Expense at Applicable Statutate 1,812,05! 1,834,77 1,186,56
Future Net Cash Flow 3,021,97. 3,153,19. 2,293,77!
Less:
10% Annual Discount for Estimated Timing of Cashw4 1,552,18I 1,629,03 1,120,18.
Standardized Measure of Discounted Future Net Easkis $1,469,79. $1,524,15 $1,173,58

The principal sources of change in the standardizedsure of discounted future net cash flows werfellows:

Year Ended September 3(

2012 2011 2010
(Thousands)
United States
Standardized Measure of Discounted Fu
Net Cash Flows at Beginning of Ye $1,524,15 $1,173,58: $ 875,97
Sales, Net of Production Co:t (381,58) (412,177 (313,74
Net Changes in Prices, Net of Production C (385,019 404,44! 176,53(
Purchases of Minerals in Pla — 52,69' —
Sales of Minerals in Plac — (73,637 —
Extensions and Discoveri 224,47: 218,14( 329,55!
Changes in Estimated Future Development C 29,62° (85,19)) (17,359
Previously Estimated Development Costs Incu 252,96° 168,27! 47,53¢
Net Change in Income Taxes at Applicable StatuRate (29,280) (249,77 (85,707
Revisions of Previous Quantity Estima 103,47. 124,54! 46,24¢
Accretion of Discount and Oth 120,97- 203,23t 114,53¢
Standardized Measure of Discounted Future Net Elshs at End of Yes $1,469,79. $1,524,15 $1,173,58
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Schedule Il — Valuation and Qualifying Accounts
Additions
Balance Charged Additions Balance
at to Charged at
Beginning Costs to End
of and Other of
Description Period Expense: Accounts(1’ Deductions(2 Period
Year Ended September 30, 201
Allowance for Uncollectible Accoun $31,03¢ $ 9,18: $ 1,94¢ $ 11,85: $30,31"
Year Ended September 30, 201
Allowance for Uncollectible Accouni $30,96! $11,97- $ 2,48¢ $ 14,38( $31,03¢
Year Ended September 30, 2010
Allowance for Uncollectible Accouni $38,33¢ $15,42. $ 2,26¢ $ 25,06: $30,96:

(1) Represents the discount on accounts receivabléased in accordance with the Utility segn’s 2005 New York rate agreeme
(2) Amounts represent net accounts receivable w-off.

Item 9 Changes in and Disagreements with Accountants orcéanting and Financial Disclosure

None.

ltem 9A Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The term “disclosure controls and procedures” iindd in Rules 13a-15(e) and 188{e) under the Exchange Act. These rules re
the controls and other procedures of a companyatteatiesigned to ensure that information requindgktdisclosed by a company in the reg
that it files or submits under the Exchange Aateisorded, processed, summarized and reported wvifikitime periods specified in the SEC’
rules and forms. Disclosure controls and procedurelside, without limitation, controls and procedsirdesigned to ensure that informa
required to be disclosed is accumulated and contated to the comparg’management, including its principal executive aniticipa
financial officers, as appropriate to allow timeadgcisions regarding required disclosure. The Colyigamanagement, including the ClI
Executive Officer and Principal Financial Officenyaluated the effectiveness of the Compamysclosure controls and procedures as of th
of the period covered by this report. Based upat #valuation, the Comparsy'Chief Executive Officer and Principal FinanciaffiGer
concluded that the Company’s disclosure controtsncedures were effective as of September 3®.201

Management’'s Annual Report on Internal Control overFinancial Reporting

The management of the Company is responsible tabkshing and maintaining adequate internal cdniker financial reporting
defined in Rules 13a-15(f) and 15d-15(f) under Ehrehange Act. The Compargyinternal control over financial reporting is dped t(
provide reasonable assurance regarding the réfjabil financial reporting and preparation of firdal statements for external purpose
accordance with GAAP. Because of its inherent ltioins, internal control over financial reportingymot prevent or detect misstatements.

The Company’s management assessed the effectivehdlse Companys internal control over financial reporting as ap&mber 3(
2012. In making this assessment, management useftlathework and criteria set forth by the Commitée&Sponsoring Organizations of
Treadway Commission (COSO) imternal Control — Integrated FrameworlBased on this assessment, management concludedht
Company maintained effective internal control ofieancial reporting as of September 30, 2012.
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PricewaterhouseCoopers LLP, the independent registpublic accounting firm that audited the Compangonsolidated financi
statements included in this Annual Report on FoBaK1has issued an attestation report on the éffmoess of the Comparsy/internal contre
over financial reporting as of September 30, 20t report appears in Part Il, Item 8 of this AflriR@port on Form 10-K.

Changes in Internal Control over Financial Reportirg

There were no changes in the Comparnipternal control over financial reporting thatomed during the quarter ended Septembe
2012 that have materially affected, or are readgritdely to materially affect, the Company’s intex control over financial reporting.

Item 9B  Other Information

None.

PART IlI

Iltem 10 Directors, Executive Officers and Corporate Goverree

The information concerning directors will be settliain the definitive Proxy Statement under thediegs entitled Nominees for Electic
as Directors for Three-Year Terms to Expire in 201Birectors Whose Terms Expire in 2015,” “DirecsoWWhose Terms Expire in 2014hc¢
“Section 16(a) Beneficial Ownership Reporting Coiaipte” and is incorporated herein by reference. The in&tion concerning corpore
governance will be set forth in the definitive PyoStatement under the heading entitlddettings of the Board of Directors and Stan
Committees” and is incorporated herein by referefrdermation concerning the Companyéxecutive officers can be found in Part |, Itenof
this report.

The Company has adopted a Code of Business CoadddEthics that applies to the Compangirectors, officers and employees anc
posted such Code of Business Conduct and Ethitkeo@ompanys website, www.nationalfuelgas.com, together withtain other corpora
governance documents. Copies of the Commaiode of Business Conduct and Ethics, chartelisnpbrtant committees, and Corpol
Governance Guidelines will be made available freeharge upon written request to Investor Relatidwational Fuel Gas Company, 6:
Main Street, Williamsville, New York 14221.

The Company intends to satisfy the disclosure requént under Item 5.05 of FormkBregarding an amendment to, or a waiver fro
provision of its code of ethics that applies to @@mpanys principal executive officer, principal financiadficer, principal accounting offic
or controller, or persons performing similar fuocis, and that relates to any element of the codshafs definition enumerated in paragr
(b) of Item 406 of the SEC’s Regulation S-K, by fog such information on its website, www.nationalgas.com.

Iltem 11  Executive Compensatio

The information concerning executive compensatidlh lve set forth in the definitive Proxy Statemamntder the headingsEkecutive
Compensation” and “Compensation Committee Intedoeld Insider Participation” and, excepting theeport of the Compensati
Committee,” is incorporated herein by reference.
ltem 12  Security Ownership of Certain Beneficial Owners atitanagement and Related Stockholder Mattt
Equity Compensation Plan Information

The equity compensation plan information will bé feth in the definitive Proxy Statement under tieading Equity Compensatic
Plan Information” and is incorporated herein byerefce.
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Security Ownership and Changes in Control
(a) Security Ownership of Certain Beneficial Owners

The information concerning security ownership aftai@ beneficial owners will be set forth in thefidéive Proxy Statement under 1
heading “Security Ownership of Certain Beneficiai@rs and Management” and is incorporated hereirefeyence.

(b) Security Ownership of Management

The information concerning security ownership ofnagement will be set forth in the definitive Pro®yatement under the head
“Security Ownership of Certain Beneficial Ownerslaanagement” and is incorporated herein by refazen

(c) Changes in Control
None.

Item 13  Certain Relationships and Related Transactions, adaector Independenci

The information regarding certain relationships aathted transactions will be set forth in the digfre Proxy Statement under
headings “Compensation Committee Interlocks anddémsParticipation” and “Related Person Transacticsnd is incorporated herein
reference. The information regarding director irelegence is set forth in the definitive Proxy Statamunder the headingDirectol
Independence” and is incorporated herein by reteren
Item 14  Principal Accountant Fees and Servici

The information concerning principal accountantsfead services will be set forth in the definitReoxy Statement under the heac
“Audit Fees” and is incorporated herein by refeenc

PART IV

ltem 15 Exhibits and Financial Statement Scheduls

(8)1. Financial Statements

Financial statements filed as part of this repogtlisted in the index included in Item 8 of thisrf 10-K, and reference is made thereto.

(8)2. Financial Statement Schedule

Financial statement schedules filed as part ofrépsrt are listed in the index included in Iteraf8his Form 10K, and reference is ma
thereto.
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(a)3.

Exhibits

All documents referenced below were filed pursuarthe Securities Exchange Act of 1934 by Natidhatl Gas Company (File No. 1-
3880), unless otherwise noted.

Exhibit
Number

3(i)
3.1
3(ii)

4

Description of
Exhibits

Articles of Incorporation

Restated Certificate of Incorporation of NationaEFGas Company dated September 21, 1998;
Certificate of Amendment of Restated Certificaténmforporation dated March 14, 20

By-Laws:
National Fuel Gas Company -Laws as amended March 10, 2011 (Exhibit 3.1, Fc-K dated March 14, 201:
Instruments Defining the Rights of Security Holdéreluding Indentures

Indenture, dated as of October 15, 1974, betweetmpany and The Bank of New York Mellon (formdrking
Trust Company) (Exhibit 2(b) in File No-51796)

Third Supplemental Indenture, dated as of Decerhp&®82, to Indenture dated as of October 15, 18&#yeen the Compal
and The Bank of New York Mellon (formerly Irving 0st Company) (Exhibit 4(a)(4) in File No.-49401)

Eleventh Supplemental Indenture, dated as of Ma®%2, to Indenture dated as of October 15, 19¢#yéden the Company
and The Bank of New York Mellon (formerly Irving 0st Company) (Exhibit 4(b), Forn-K dated February 14, 199

Twelfth Supplemental Indenture, dated as of Juri®©32, to Indenture dated as of October 15, 19&#ydren the Company
and The Bank of New York Mellon (formerly Irving Ist Company) (Exhibit 4(c), Forn-K dated June 18, 199

Thirteenth Supplemental Indenture, dated as of Marcd 993, to Indenture dated as of October 154,18&tween the
Company and The Bank of New York Mellon (formenlyihg Trust Company) (Exhibit 4(a)(14) in File N83-49401)

Fourteenth Supplemental Indenture, dated as ofl]Jul§93, to Indenture dated as of October 15, 18&#veen the Company
and The Bank of New York Mellon (formerly Irving 0st Company) (Exhibit 4.1, Form 10-K for fiscal yemded
September 30, 199

Indenture dated as of October 1, 1999, betwee@tmepany and The Bank of New York Mellon (formerlgeTBank of New
York) (Exhibit 4.1, Form 1-K for fiscal year ended September 30, 1€

Officers Certificate establishing 5.25% Notes d0&2 dated February 18, 2003 (Exhibit 4, Forntd6sr the quarterly peric
ended March 31, 200:

Officer’s Certificate establishing 6.50% Notes @48, dated April 11, 2008 (Exhibit 4.1, Form 1Ga@the quarterly period
ended June 30, 200

Officer's Certificate establishing 8.75% Notes due 201&dlApril 6, 2009 (Exhibit 4.4, Form-K dated April 6, 2009

Officer’s Certificate establishing 4.90% Notes @@21, dated December 1, 2011 (Exhibit 4.4, Form @&ked December 1,
2011)
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Amended and Restated Rights Agreement, dated@secg#mber 4, 2008, between the Company and The &ax&w York
Mellon (formerly The Bank of New York), as rightgent (Exhibit 4.1, Form-K dated December 4, 200

Letter of Appointment of Wells Fargo Bank, Natio#asociation, as Successor Rights Agent, dated1R)l201zZ
Material Contracts

Amended and Restated Credit Agreement, dated danefary 6, 2012, among the Company, the Lendetg Plagreto, and
JPMorgan Chase Bank, National Association, as Adtnative Agent (Exhibit 10.1, Form 1Q-for the quarterly period end
March 31, 2012

Form of Indemnification Agreement, dated Septen8£)6, between the Company and each Director (Bxbibl, Form 8-K
dated September 18, 20(

Resolutions adopted by the National Fuel Gas Compaard of Directors on February 21, 2008 regardiimgctor stock
ownership guidelines (Exhibit 10.5, Form-Q for the quarterly period ended March 31, 2C

Management Contracts and Compensatory Plans aaddements

Form of Amended and Restated Employment Continnatia Noncompetition Agreement among the Compaswybaidiary
of the Company and each of David P. Bauer, Kare&amiolo, Carl M. Carlotti, Anna Marie Cellino, RawM. Ciprich,
Donna L. DeCarolis, John R. Pustulka, James D. Ralip®avid F. Smith and Ronald J. Tanski (Exhitit1l, Form 10-K for
the fiscal year ended September 30, 2(

Form of Amended and Restated Employment Continnati@d Noncompetition Agreement among the Compaaye&a
Resources Corporation and Matthew D. Cabell (ExHiBi2, Form 1-K for the fiscal year ended September 30, 2(

Letter Agreement between the Company and Matthe@dbell, dated November 17, 2006 (Exhibit 10.1nfr@0-Q for the
quarterly period ended December 31, 2(

Description of September 17, 2009 restricted stwelird (Exhibit 10.1, Form -K for fiscal year ended September 30, 2C

Description of post-employment medical and presicnipdrug benefits (Exhibit 10.2, Form 10-K fordad year ended
September 30, 200!

National Fuel Gas Company 1997 Award and Optiom,Rla amended and restated as of July 23, 2007h{EX0.4,
Form 1(-Q for the quarterly period ended March 31, 2C

Form of Award Notice under National Fuel Gas Conypa®97 Award and Option Plan (Exhibit 10.1, ForrK 8ated
March 28, 2005

Form of Award Notice under National Fuel Gas Conypa®97 Award and Option Plan (Exhibit 10.1, ForrK 8ated
May 16, 2006

Form of Restricted Stock Award Notice under Natidhzel Gas Company 1997 Award and Option Plan (EkAD.2,
Form 1(-Q for the quarterly period ended December 31, 2

Form of Stock Option Award Notice under NationakFGas Company 1997 Award and Option Plan (ExHiBi8, Form 10-
Q for the quarterly period ended December 31, 2

Form of Stock Appreciation Right Award Notice undiational Fuel Gas Company 1997 Award and Opti@mPI
(Exhibit 10.2, Form 1-Q for the quarterly period ended March 31, 2C
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Form of Stock Appreciation Right Award Notice undiational Fuel Gas Company 1997 Award and Opti@m Pl
(Exhibit 10.2, Form 1-Q for the quarterly period ended December 31, 2

Form of Stock Appreciation Right Award Notice undiational Fuel Gas Company 1997 Award and Opti@m Pl
(Exhibit 10.2, Form 1-Q for the quarterly period ended December 31, 2

Form of Restricted Stock Award Notice under theidtel Fuel Gas Company 1997 Award and Option Piadhipit 10.3,
Form 1(-Q for the quarterly period ended December 31, 2

Administrative Rules with Respect to At Risk Awardsder the 1997 Award and Option Plan amended estdted as of
September 8, 2005 (Exhibit 10.4, Forn-K for fiscal year ended September 30, 2C

National Fuel Gas Company 2010 Equity Compensdlan (Exhibit 10.1, Form-K dated March 17, 201(

Form of Stock Appreciation Right Award Notice undiee National Fuel Gas Company 2010 Equity Comgers®lan
(Exhibit 10.1, Form 1-Q for the quarterly period ended March 31, 2C

Form of Stock Appreciation Right Award Notice undiee National Fuel Gas Company 2010 Equity Comg@rs®lan
(Exhibit 10.4, Form 1-Q for the quarterly period ended December 31, 2

Amended and Restated National Fuel Gas Company &66udal At Risk Compensation Incentive Program (BitH.0.3,
Form 1(-K for the fiscal year ended September 30, 2(

Description of performance goals under the AmeratetiRestated National Fuel Gas Company 2007 ArxiLRlIsk
Compensation Incentive Program and the National Gas Company Executive Annual Cash Incentive Ruogr
(Exhibit 10.2, Form 1-Q for the quarterly period ended December 31, 2

Description of performance goals under the AmeratediRestated National Fuel Gas Company 2007 ArAtuilsk
Compensation Incentive Program and the National Gas Company Executive Annual Cash Incentive Ruogr
(Exhibit 10.1, Form 1-Q for the quarterly period ended December 31, 2

National Fuel Gas Company 2012 Annual At Risk Congagion Incentive Plan (Exhibit 10.2, Fornm-Q for the quarterl
period ended March 31, 201

National Fuel Gas Company Executive Annual Caskritice Program (Exhibit 10.3, Form-Q for the quarterly period
ended December 31, 20C

Administrative Rules of the Compensation Commitiethe Board of Directors of National Fuel Gas Camy as
amended and restated effective December 7, 20112 0.3, Form 10-Q for the quarterly period edd¥ecember 31,
2011)

National Fuel Gas Company Deferred Compensatiom, Ramended and restated through May 1, 1994KiE£0.7,
Form 1(-K for fiscal year ended September 30, 1¢

Amendment to National Fuel Gas Company Deferred @arsation Plan, dated September 27, 1995 (ExHil 1
Form 1(-K for fiscal year ended September 30, 1¢

Amendment to National Fuel Gas Company Deferred @@amsation Plan, dated September 19, 1996 (Exribli]
Form 1(-K for fiscal year ended September 30, 1€

National Fuel Gas Company Deferred Compensatiom, Ramended and restated through March 20, B8kt 10.3,
Form 1(-K for fiscal year ended September 30, 1€
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Amendment to National Fuel Gas Company Deferred izamsation Plan, dated June 16, 1997 (Exhibit Fbdm 10-K
for fiscal year ended September 30, 1€

Amendment No. 2 to the National Fuel Gas Comparfgied Compensation Plan, dated March 13, 1998iiixt0D.1,
Form 1(-K for fiscal year ended September 30, 1¢

Amendment to the National Fuel Gas Company Defe@mapensation Plan, dated February 18, 1999 (Bxhibi,
Form 1(-Q for the quarterly period ended March 31, 1¢

Amendment to National Fuel Gas Company Deferred fi@amsation Plan, dated June 15, 2001 (Exhibit FbBn 10-K
for fiscal year ended September 30, 2C

Amendment to the National Fuel Gas Company Defe@mmpensation Plan, dated October 21, 2005 (Exhib8,
Form 1(-K for fiscal year ended September 30, 2C

Form of Letter Regarding Deferred Compensation BlahInternal Revenue Code Section 409A, dated1Ryl2005
(Exhibit 10.6, Form 1-K for fiscal year ended September 30, 2C

National Fuel Gas Company Tophat Plan, effectivedid0, 1997 (Exhibit 10, Form -Q for the quarterly period ended
June 30, 1997

Amendment No. 1 to National Fuel Gas Company Tophet, dated April 6, 1998 (Exhibit 10.2, Form 1Je fiscal
year ended September 30, 19

Amendment No. 2 to National Fuel Gas Company Tophet, dated December 10, 1998 (Exhibit 10.1, FbOHY for the
quarterly period ended December 31, 1€

Form of Letter Regarding Tophat Plan and Interratdhue Code Section 409A, dated July 12, 2005 Hixt.7,
Form 1(-K for fiscal year ended September 30, 2C

National Fuel Gas Company Tophat Plan, AmendedResdated December 7, 2005 (Exhibit 10.1, For+-Q for the
quarterly period ended December 31, 2C

National Fuel Gas Company Tophat Plan, as amenept®ber 20, 2007 (Exhibit 10.3, Forn-K for the fiscal year
ended September 30, 20(

Amended and Restated Split Dollar Insurance andtDBanefit Agreement, dated September 17, 1997 deivthe
Company and Philip C. Ackerman (Exhibit 10.5, Fdre-K for fiscal year ended September 30, 1¢

Amendment Number 1 to Amended and Restated SpliaDlosurance and Death Benefit Agreement by aetdvéen the
Company and Philip C. Ackerman, dated March 2391(®xhibit 10.3, Form 10-K for fiscal year endecgfanber 30,
1999)

Split Dollar Insurance and Death Benefit Agreemdated September 15, 1997, between the Companpavid F. Smitl
(Exhibit 10.13, Form 1-K for fiscal year ended September 30, 1¢

Amendment Number 1 to Split Dollar Insurance andtbdBenefit Agreement by and between the Compadylavid F.
Smith, dated March 29, 1999 (Exhibit 10.14, Forr-K for fiscal year ended September 30, 1¢

Life Insurance Premium Agreement, dated Septembe2d09, between the Company and David F. Smithigix10.1,
Form ¢-K dated September 23, 20(

National Fuel Gas Company Parameters for Execlifeelnsurance Plan (Exhibit 10.1, Form-K for fiscal year ended
September 30, 200

National Fuel Gas Company and Participating Suasis Executive Retirement Plan as amended aratedghrougt
November 1, 1995 (Exhibit 10.10, Form-K for fiscal year ended September 30, 1¢
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Amendments to National Fuel Gas Company and Pgaticig Subsidiaries Executive Retirement Plan,date
September 18, 1997 (Exhibit 10.9, Forn-K for fiscal year ended September 30, 1€

Amendments to National Fuel Gas Company and Pgaticig Subsidiaries Executive Retirement Plan,dlate
December 10, 1998 (Exhibit 10.2, Forrr-Q for the quarterly period ended December 31, 1

Amendments to National Fuel Gas Company and Paaticig Subsidiaries Executive Retirement Plan ctiffe
September 16, 1999 (Exhibit 10.15, Forn-K for fiscal year ended September 30, 1¢

Amendment to National Fuel Gas Company and Paatiicip Subsidiaries Executive Retirement Plan, ¢iffec
September 5, 2001 (Exhibit 10.4, Forn-K/A for fiscal year ended September 30, 20

National Fuel Gas Company and Participating Suasis Executive Retirement Plan, Amended and Rebted o
January 1, 2007 (Exhibit 10.5, Form-Q for the quarterly period ended December 31, 2

National Fuel Gas Company and Participating Suasi&s Executive Retirement Plan, Amended and Rt o
September 20, 2007 (Exhibit 10.4, Forn-K for the fiscal year ended September 30, 2(

National Fuel Gas Company and Participating Suasis Executive Retirement Plan, Amended and Rabta o
September 24, 2008 (Exhibit 10.5, Forn-K for the fiscal year ended September 30, 2(

Amendment to National Fuel Gas Company and Paatiitig Subsidiaries Executive Retirement Plan, dateg: 1, 2010
(Exhibit 10.1, Form 1-Q for the quarterly period ended June 30, 2(

National Fuel Gas Company and Participating Suasis 1996 Executive Retirement Plan Trust AgreertfiBndated
May 10, 1996 (Exhibit 10.13, Form -K for fiscal year ended September 30, 1€

National Fuel Gas Company Participating SubsidsaEirecutive Retirement Plan 2003 Trust Agreemerdéjec
September 1, 2003 (Exhibit 10.2, Forn-K for fiscal year ended September 30, 2C

National Fuel Gas Company Performance Incentivgiro (Exhibit 10.1, Form-K dated June 3, 200!

Description of long-term performance incentivestfar period October 1, 2009 to September 30, 2@t2nthe National
Fuel Gas Company Performance Incentive Programilfixt0.1, Form 10-Q for the quarterly period end®etember 31,
2009)

Description of long-term performance incentivestfoe period October 1, 2010 to September 30, 2@8&nthe National
Fuel Gas Company Performance Incentive Programilfixt0.1, Form 10-Q for the quarterly period endetember 31,
2010)

National Fuel Gas Company 2012 Performance Incefiogram (Exhibit 10.3, Form -Q for the quarterly period end
March 31, 2012

Description of long-term performance incentivestfar period October 1, 2011 to September 30, 2@ténthe National
Fuel Gas Company 2012 Performance Incentive Proditem 5.02, Form -K dated March 13, 201:

National Fuel Gas Company 2009 MEmployee Director Equity Compensation Plan (Extilifi.1, Form 10-Q for the
quarterly period ended March 31, 201
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Description of assignment of interests in certdaihsurance policies (Exhibit 10.1, Form 10-Q foe quarterly period ended
June 30, 200€

Description of agreement between the Company ailgh ®h Ackerman regarding death benefit (Exhitit3, Form 10-Q for
the quarterly period ended June 30, 2(

Agreement, dated September 24, 2006, between thp&uwy and Philip C. Ackerman regarding death be(Efhibit 10.1,
Form 1(-K for the fiscal year ended September 30, 2(

Statements regarding Computation of Ratios: Rdti®annings to Fixed Charges for the fiscal yeadeenSeptember 30, 20
through 201

Subsidiaries of the Registre

Consents of Expert

Consent of Netherland, Sewell & Associates, Ingarding Seneca Resources Corpora

Consent of Independent Registered Public Accouriing

Rule 13-14(a)/15¢14(a) Certifications

Written statements of Chief Executive Officer pasuto Rule 12-14(a)/15+14(a) of the Exchange A
Written statements of Principal Financial Officerguant to Rule 1:-14(a)/15¢-14(a) of the Exchange A
Certification furnished pursuant to Section 90éhaf Sarban«Oxley Act of 2002

Additional Exhibits:

Report of Netherland, Sewell & Associates, Incaréing Seneca Resources Corpora

Company Map:

Interactive data files submitted pursuant to RetipaS-T: (i) the Consolidated Statements of Income anthiBgs Reinveste
in the Business for the years ended Septemberd3@, 2011 and 2010, (ii) the Consolidated Balarttee® at September 30,
2012 and September 30, 2011, (iii) the Consolid&tadements of Cash Flows for the years ended ®épte30, 2012, 2011
and 2010, (iv) the Consolidated Statements of Cetmgmisive Income for the years ended Septembei03@, 2011 and 2010
and (v) the Notes to Consolidated Financial Statgm

Incorporated herein by reference as indica

All other exhibits are omitted because they areappiicable or the required information is showsewlhere in this Annual
Report on Form 1-K.

In accordance with Item 601(b)(32)(ii) of Regulati®-K and SEC Release Nos. 33-8238 and 34-47986| Rule:
Management’s Reports on Internal Control Over FeferReporting and Certification of Disclosure irdbange Act Periodic
Reports, the material contained in Exhibit 32 igrfiished” and not deemed “filed” with the SEC asidhét to be incorporated
by reference into any filing of the Registrant unttee Securities Act of 1933 or the Exchange Adtetkher made before or
after the date hereof and irrespective of any gdrecorporation language contained in such filieggept to the extent that-
Registrant specifically incorporates it by referer
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Signatures

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, thereduaty authorized.

National Fuel Gas Company
(Registrant)

By /s/ D.F.Smith
D. F. Smith
Chairman of the Board and Chief Executive Offi

Date: November 21, 2012

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on bef
of the registrant and in the capacities and ord#tes indicated.

Signature Title
/s/ D.F.Smith Chairman of the Board, Chief Date: November 21, 2012
D. F. Smith Executive Officer and Director
/sl P.C.Ackerman Director Date: November 21, 2012
P. C. Ackermat
/s/ R.T.Brady Director Date: November 21, 2012
R. T. Brady
/s/ D.C. Carroll Director Date: November 21, 2012
D. C. Carroll
/s/ R.D. Cash Director Date: November 21, 2012
R. D. Cast
/s/ S.E.Ewing Director Date: November 21, 2012
S. E. Ewing
/s/ R.E.Kidder Director Date: November 21, 2012
R. E. Kidder
/s/ C.G. Matthews Director Date: November 21, 2012
C. G. Matthew:
/s/ R.G. Reiten Director Date: November 21, 2012
R. G. Reiter
/sl F.V.Salerno Director Date: November 21, 2012
F. V. Salernc
/s/ D.P.Bauer Treasurer and Principal Date: November 21, 2012
D. P. Bauel Financial Officer
/s/ K.M. Camiolo Controller and Principal Date: November 21, 2012
K. M. Camiolo Accounting Officer
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Exhibit 3.1

[State Treasurer Stamp]
FILED
SEP 23, 1998
James A. DiEleuterio, Jr.
State Treasurer

RESTATED CERTIFICATE OF INCORPORATION
OF
NATIONAL FUEL GAS COMPANY

Dated: September 21, 1998

The undersigned corporation, National Fuel Gas Gompcertifies that it has adopted, pursuant tdi@ed 4A:9-5 of the New
Jersey Business Corporation Act, the followingatest certificate of incorporation which restated amegrates its certificate of incorporation,
as heretofore restated and amended:

ARTICLE FIRST
Corporate Name

The name of the corporation is NATIONAL FUEL GAS MIBANY.

ARTICLE SECOND
Registered Office and Agent

The location of this corporation’s current registkpffice in the State of New Jersey is 830 BearefrmaRoad, West Trenton, New
Jersey 08628. The name of the corporation’s curegistered agent at that address is CorporatioriceeCompany.

ARTICLE THIRD
Purpose and Objects

The objects for which this corporation is formed:ao do all kinds of mining, manufacturing anddirgy business authorized by the
laws of New Jersey; to transport goods and merdbary land and water; to buy, sell, lease and avgtands; to build houses, structures,
docks and piers; to lay and operate pipelinesrdoteand operate telegraph and telephone linedirsesifor conducting electricity; to enter into
and carry out contracts of every kind pertainingtdusiness; to loan and borrow money; to purelmotherwise acquire, hold, sell, assign
and transfer shares of capital stock and bondsher @vidences of indebtedness of corporationst@edercise all the privileges of ownership,
including voting upon the stock so held; to camyits business and have offices and agencies trareéll parts of the world; and to hold,
purchase



mortgage and convey real estate and personal pyopaside of the State of New Jersey.

ARTICLE FOURTH
Capital Stock

The total authorized capital stock of this corpiarashall consist of Ten Million (10,000,000) sha# Preferred Stock having the
par value of One Dollar ($1.00) per share and Twadted Million (200,000,000) shares of Common Stoeaking the par value of One Dollar

($1.00) per share.

The designations and relative rights, powers, peefaes and limitations of the different classesagfital stock of this corporation
are as follows:

1. Characteristics of Common Stock and Preferred $tck.

The Board of Directors shall have the authoritaneend this Certificate of Incorporation from tineetime to divide the shares of
the Preferred Stock into one or more series amgtermine the designation, the number, and thealped relative rights, powers, preference:
and limitations of the shares of each series satede For illustrative purposes only, the forgoigver of the Board of Directors shall include,
but shall not be limited to, the determinationtuf following terms:

€) the maximum number of shares to constitute sach series, which may subsequently be increasédoneased (but not
below the number of shares of such series thetiamati®g) by resolution of the Board of Directotse distinctive
designation thereof and the stated value thereatiffédrent from the par value there:

(b)  whether the shares of each such series shadl\V@ting rights and, if such shares are givenngptights, the terms of such
voting rights, subject to the provisions of pargdra hereof

(c) the dividend rate or rates, if any, on the shaf each such series or the manner in which isuelor rates shall be
determined, the conditions and dates upon which dixddends shall be payable, the preference atiozl that such
dividends shall bear to the dividends payable gnadher class or classes or any other series dfatapock (including
whether such dividends shall be participating ar-participating with respect to any other classlasses or any other series
of capital stock), whether such dividends shaltbmulative or noncumulative, and if cumulative, tlege or dates from
which any such dividends shall be cumulati



(d)

()

(f)

(9)

(h)

(i)

@)

whether the shares of each such series shallliject to redemption, and, if made subject temgation, the time or times,
price or prices and other terms, limitations, fiesbns or conditions of such redemption, includimigether such redemption
shall be made at the election of the corporatiotiherolders of such shart

the relative amounts, and the relative rightgreferences, if any, of payment in respect ofahaf each such series which
the holders of shares of each such series shalhtitted to receive upon the voluntary or involugtiquidation, dissolution
or winding-up of the corporation, including whetlseich rights shall be limited or participating wit/spect to shares of any
other class or classes or any other series ofatagtitck upon the voluntary or involuntary liquiidat, dissolution or winding
up of the corporatior

whether or not the shares of each such sehialé Ise subject to the operation of a retiremerdioking fund and, if so, the
terms and provisions relative to the operationuahsretirement or sinking funi

whether or not the shares of each such seriestshatnvertible into, or exchangeable for, shafemp other class or clas
or any other series of capital stock, or other sges, whether or not issued by the corporatior & so convertible or
exchangeable, the price or prices or the ratetes @ conversion or exchange, the method, if ahgdjusting any such pri
or prices or rate or rates and whether such sishdkbe convertible or exchangeable at the eleaifdhe corporation or the
holders of such share

the limitations and restrictions, if any, to &ective while any shares of each such seriepatstanding, upon the payment
of dividends or the making of other distributions and upon the purchase, redemption or other sitigui by the
corporation of, the Common Stock or any other ctasdasses or any other series of capital stocketorporation ranking
junior to the shares of such series either aswid@nds or upon liquidation, dissolution or wind-up of the corporatior

the conditions or restrictions, if any, to bieetive while any shares of each such series argtanding, upon the creation of
indebtedness of the corporation or upon the issuahany additional stock (including additional sdgof such series or of
any other class) ranking on a parity with or ptmthe shares of such series as to dividends titmison of assets upon
liquidation, dissolution or windir-up of the corporation; ar

any other preference, relative, participatiogtional or other special rights, and the qualtfaras, limitations or restrictions
thereof, as sha



not be inconsistent with law, this Article FOURTIHany amendment creating such sel

Each share of Common Stock shall be equal in sfieets to every other share of the Common Stoak.Cldmmon Stock shall be
subject to the express terms of the Preferred Stndkany series thereof.

2. Dividends on Preferred Stock.

No holder of outstanding shares of any series@Piteferred Stock shall be entitled to receivedinglends thereon other than the
dividends provided therefor pursuant to paragrapkreof.

3. Redemption and Repurchase of Preferred Stock.

If, on or before the redemption date with respectry shares of any series of Preferred Stoclatteasubject to redemption, as fi;
or determined pursuant to paragraph 1 hereofctiigoration shall deposit with a bank, trust conypanother financial institution monies
necessary for the redemption of such shares, tlwgwjthstanding that any certificate for such skae redeemed shall not have been
surrendered for cancellation, from and after sedemption date, all rights and preferences witheeisto such shares so redeemed shall
forthwith on such redemption date cease and temmiexcept only the right of the holders thereafeteive, out of the monies so deposited
amount payable upon redemption of such sharesputiihterest. Any such monies so deposited bydbiporation and unclaimed at the end o
six (6) years from such redemption date shall Ipaicketo this corporation upon its request, aftercwliepayment the holders of the shares so
called for redemption shall look only to this coraiion for the payment thereof.

Nothing herein contained shall limit any legal tighi this corporation to purchase or otherwise &egany shares of the Preferred
Stock to the extent permitted by law. All or anysts of Preferred Stock at any time redeemed, peechor otherwise acquired by this
corporation may thereafter, in the discretion & Board of Directors, be reissued or otherwiseatisd of at any time or from time to time, to
the extent and in the manner now or hereafter grthby law.

4. Dividends on Common Stock.

Subject to the rights and preferences of eachssefiBreferred Stock, as determined pursuant t@gpaph 1 hereof, such dividends
(payable in cash, stock or otherwise) as may berhited by the Board of Directors may be declaretiaid on the Common Stock, but only
out of funds legally available for the payment o€ls dividends.



5. Distributions on Common Stock.

In the event of any liquidation, dissolution or @ing up of this corporation, and subject to thétsgand preferences of each series
of Preferred Stock, as determined pursuant to papagl hereof, all assets and funds of this cotjmsraemaining after paying or providing for
the payment of all creditors of this corporatiomalsbe divided among and paid to the holders of@benmon Stock according to their
respective shares.

6. Preemptive Rights.

No holder of shares of any stock of this corporattbany class now or hereafter authorized shalétamy right as such holder to
purchase, subscribe for or otherwise acquire aayeshof stock of this corporation of any class mowereafter authorized, or any securities
convertible into or exchangeable for any such shameany warrants or other instruments evidendugigs or options to subscribe for, purch
or otherwise acquire any such shares, whether shates, certificates, securities, warrants or dgtigtruments be unissued or issued and
thereafter acquired by this corporation and whetlieh shares and other instruments be issued$br peoperty, services, or by way of
dividends or otherwise.

7. Voting Rights.

At all meetings of the stockholders of this corpiang, the holders of shares of Common Stock shabtitled to one vote for each
share of Common Stock held by them respectivelgpixas otherwise expressly provided herein. Thddmslof shares of Preferred Stock shal
have no right to vote and shall not be entitleddtice of any meeting of stockholders of this cogpion nor to participate in any such meeting
except as otherwise expressly provided herein anjnamendment creating a series of Preferred Stodlexcept for those purposes, if any.
which said rights cannot be denied or waived umd@ndatory provisions of law that shall be contnglilf, and to the extent that, the shares of
any series of Preferred Stock are provided votigigts in accordance with the provisions hereofluding the provision of such voting rights
any amendment creating such series, each holddranés of such series of Preferred Stock shalhtitegl to one vote for each outstanding
share of such shares of Preferred Stock held Hy Isolcler.

8. Reclassification, etc.

From time to time, and without limitation of oth@ghts and powers of this corporation as providgdalw, this corporation may
reclassify its capital stock and may create or @itk one or more classes of stock ranking priarton a parity with or subordinate to the
Preferred Stock or may increase the authorized atafthe Preferred Stock or of the Common Stockf@any other class of stock of this
corporation or may amend, alter, change or repgabéthe rights, privileges, terms and conditiofishares of the Preferred Stock or of any
series thereof then outstanding or of shares o€ttramon Stock or of any other class of stock of thurporation, upon such vote, given at

5



a meeting called for that purpose, of its stockarddhen entitled to vote thereon as may be proviyelaw; provided that the consent of the
holders of shares of the Preferred Stock (or ofsames thereof) required by the provisions of amendment creating any series of Preferred
Stock or by applicable law, if any such consensbeequired, shall have been obtained; and provigiglder that the rights, privileges, terms
and conditions of shares of Common Stock shalbeatubject to amendment, alteration, change oategthout such vote (given by written
consent, or by vote at a meeting called for thappse) of the holders of Common Stock as may beiged by law.

9. Consideration for Shares.

To the extent permitted by law, this corporatioryiret any time and from time to time, issue angakée of any of the authorized
and unissued shares of the Preferred Stock and ©arfstock for such consideration as may be fixethlbyBoard of Directors, or as may be
determined in accordance with a general formulaldished by the Board of Directors, or at not ss such minimum consideration as the
Board of Directors may authorize.

ARTICLE FIFTH
Business Combinations

1. In addition to any approval required by law grthis Certificate of Incorporation, and any otpeovision of this Certificate of
Incorporation notwithstanding, any Business Comtimaand any Substantial Stockholder effectingppsing to effect or attempting to effect
a Business Combination, shall meet and be sulgeddt of the following conditions:

(&) The aggregate amount of cash and the Fair Nl¥ideie as of the date of the consummation of thsifess
Combination of other consideration to be receivedghare by the holders of shares of Common Stoskdh Busine:
Combination shall be not less than the highestpare price (including brokerage commissions, feartaxes and
soliciting dealersfees) that a Substantial Stockholder paid for draress of Common Stock acquired by the Subste
Stockholder after it acquired a 5% Inter:

(b) The consideration to be received by the holdéshares of Common Stock in such Business Cortibmahall be
either cash or the same form as the consideratimhljy the Substantial Stockholder for shares ah@on Stock
acquired by the Substantial Stockholder afterduared a 5% Interest. If the Substantial Stockholies acquired
shares of Common Stock after the Substantial Stidkh has acquired a 5% Interest, using more tin@farm of
consideration, the form of consideration to be ireby the holders of shares of Common Stock die
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either cash or the form used to acquire the langasiber of shares of Common Stock after the Subiata&tockholder
has acquired a 5% Intere

(c) A proxy statement responsive to the requiresiefithe Securities Exchange Act of 1934 shall Hzaen mailed to all
holders of shares of Common Stock for the purpéseliciting stockholder approval of such Busin€smbination.
Such proxy statement shall contain at the frontetbie in a prominent place, any recommendatiorts #ise advisabilit
(or inadvisability) of the Business Combinationtttiee Continuing Directors, or any of them, mayd&wnished in
writing and, if deemed advisable by two-thirdstod Continuing Directors, an opinion of a reputabiestment
banking firm as to the fairness (or lack of fairsjesf the terms of such Business Combination, fteenpoint of view
of the holders of shares of Common Stock other tharBubstantial Stockholder. Such investment tmanfim shall
be selected by two-thirds of the Continuing Direstshall be furnished with all information it reasbly requests and
shall be paid by this corporation a reasonabldde#s services upon receipt by this corporatiéswch opinion

2. For purposes of this Article FIFTH, two-thirdstbe Continuing Directors shall have the powedétermine in good faith, on the
basis of information known to them, (a) the numtifeshares of Common Stock beneficially owned by Bagson, the time at which any Per
acquired a 5% Interest, the highest per share peikby a Substantial Stockholder for any shafé€oommon Stock acquired by the
Substantial Stockholder after it acquired a 5%rbgt and, subject to subparagraph 4(f) of thisckrt=IFTH, the Fair Market Value of the
securities or other property exchanged in connectiith the transactions described in subparagrdfdigii) and (d)(iii), respectively, of this
Article FIFTH, (b) whether a Person is an affilimeassociate of another, (c) whether a Persomaihagreement, arrangement or understandin
with another as to the matters referred to in stdgraph 4(c) of this Article FIFTH, and (d) whethiee transactions described in subparagr
(d)(ii) and (iii), respectively, of paragraph 4tbfs Article FIFTH constitute Business Combinations

3. Nothing contained in this Article FIFTH shall benstrued to relieve any Substantial Stockholdenfany fiduciary obligation
imposed by law.

4. For the purposes of this Article FIFTH:

(&) An “Affiliate” of, or a Person “affiliated” wh, a specified Person, is a Person that directlindirectly through one or
more intermediaries, controls, is controlled byisounder common control with, the Person speci
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(b) The term “Associate”, when used to indicatelationship with any Person, means (1) any corpmratr other
organization (other than this corporation or a 8liasy) of which such Person is a director, offiogpartner or is,
directly or indirectly, the beneficial owner of 1086 more of any class of equity securities ther&fany trust or othe
estate in which such Person has a substantial ibethéfterest or as to which such Person servestasstee or in a
similar fiduciary capacity, and (3) any relativesmouse of such Person, or any relative of suchssgavho has the
same home as such Person, or who is a directazeofir partner of a corporation or other orgamnirabf which such
Person is a director, officer or partner or isedily or indirectly, the beneficial owner of 10%rapre of any class of
equity securities therec

(c) A Person shall be t*beneficial owne” of any shares of Common Sto«

(i)  with respect to which such Person or any offfiliates or Associates directly or indirectly $iar shares
(a) voting power, including the power to vote odirect the voting of such shares of Common Stouka
(b) investment power, including the power to dispogor to direct the disposition of such share€ommon
Stock, or

(i) that such Person or any of its Affiliates osgbciates has (a) the right to acquire (whether ggbt is exercisable
immediately or only after the passage of time)spant to any agreement, arrangement or understaodimpon
the exercise of conversion rights, exchange righésrants, or options, or otherwise, or (b) thétig vote
pursuant to any agreement, arrangement or unddistgror

(iii) that are beneficially owned, directly or imdctly, by any other Person with which such firstftioned Person or
any of its Affiliates or Associates has any agreetnarrangement or understanding for the purpose@diring,
holding, voting or disposing of any shares of ComrStock.

Notwithstanding the foregoing, a member of a natiaecurities exchange shall not be deemed tobemeficial owner of shares of Comm
Stock held directly or indirectly by it on behaffanother Person solely because such member retled holder of such shares of Common
Stock, and pursuant to the rules of such exchangg,direct the vote of such shares of Common Stwitkput instruction, on other than
contested matters or matters that may affect sntislig the rights or privileges of the holderstbé shares of
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Common Stock to be voted, but is otherwise preduaethe rules of such exchange from voting withastruction.

(d) *“Business Combinati’ shall mean

(i)

(ii)

(i)

(iv)

v)

any merger, consolidation or share exchanghisfcorporation or any Subsidiary with or into &y Substantial
Stockholder or (b) any other corporation (whethenat itself a Substantial Stockholder) which, aftech merge
or consolidation, would be an Affiliate of a Subgtal Stockholder, o

any sale, lease, exchange, mortgage, pledaesfer or other disposition (in one transactioa series of related
transactions) to or with any Substantial Stockhotitean Affiliate of a Substantial Stockholder ofysassets of
this corporation or any Subsidiary, in exchangectsh, securities or other property (or a combimatihereof)
having a Fair Market Value in excess of $10 millthat shall be determined to be a Business Conibmay
two-thirds of the Continuing Directors as provided liause (d) of paragraph 2 of this Article FIFTH,

the issuance or transfer by this corporation or@ulysidiary (in one transaction or a series ofteeléransactions
of any securities of this corporation or any Suiasidto (a) any Substantial Stockholder or (b) athyer
corporation (whether or not itself a Substanti@icBholder) that, after such issuance or transfetlavbe an
Affiliate of a Substantial Stockholder, in excharigecash, securities or other property (or a coration thereof
having a Fair Market Value in excess of $10 millthat shall be determined to be a Business Conibmay
two-thirds of the Continuing Directors as provided liause (d) of paragraph 2 of this Article FIFTH,

the adoption of any plan or proposal for tlggiidation or dissolution of this corporation preed by or on behalf
of a Substantial Stockholder or an Affiliate of @bStantial Stockholder, ¢

any reclassification of securities (includingyaeverse stock split), recapitalization, reorgation, merger or
consolidation of this corporation with any of italsidiaries or any similar transaction (whethenatrwith or intc
or otherwise involving a Substantial Stockholde
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(e)

(f)

(9)

(h)

an Affiliate of a Substantial Stockholder) that ttas effect, directly or indirectly, of increasitige proportionate
share of the outstanding shares of any class dfyegiuconvertible securities of this corporationamy Subsidiar
that is directly or indirectly owned by any SubsitainStockholder or by an Affiliate of a Substahockholder

“Continuing Director” shall mean a person whasva director on or prior to February 21, 1985ybo was elected to
and became a member of the Board of Directorsisfcirporation by vote of the Public Holders ptiothe date as of
which a Person becoming a Substantial Stockholetguieed a 5% Interest, or a person designatedCamtinuing
Director by twe-thirds of the then Continuing Directol

“Fair Market Value” shall mean: (i) in the caséstock, the closing sale price on the day immatsdly preceding the
date in question of a share of such stock (o ifrade was made on such day, the closing sale priche closest day
prior thereto on which a trade with respect to sstotck was made), which price was quoted on thefosite Tape for
New York Stock Exchan¢-Listed Stocks, or, if such stock is not quotedtm Composite Tape, on the New York
Stock Exchange, or, if such stock is not listedsooh Exchange, on the principal United States g@siexchange
registered under the Securities Exchange Act oft I#8which such stock is listed, or, if such stixckot listed on any
such exchange, the closing bid quotation with ressfzea share of such stock on the day immediagtrdgeding the da
in question (or, if no closing bid quotation was#able for such day, the closing bid quotatiortiua closest day prior
thereto on which a closing bid quotation is avdéabn the National Association of Securities Deslénc. Automated
Quotations System or any system then in use,ry guch quotations are available, the fair markéieson the date in
guestion of a share of such stock as determingd/tthirds of the Continuing Directors in good Fgitand (ii) in the
case of property other than cash or stock, therfaitket value of such property on the date in golests determined in
good faith by tw-thirds of the Continuing Director

A “5% Interest” shall mean beneficial ownershdpectly or indirectly, of not less than 5% oétthen outstanding
Common Stock

“Other consideration to be received” shall maagthing other than cash, including, without liatiibn, shares of
Common Stocl
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(i)
0
(k)

()

retained by Public Holders in the event of a Busin€ombination in which this corporation is thevéting
corporation.

“Persoi” shall mean any individual, firm, corporation or etkentity.
“Public Holder” shall mean Persons other than the relevant Sulzdt8tdckholder

“Subsidiary” shall mean any corporation a mayoof the voting shares of which are at the timened by this
corporation or by other subsidiaries of this cogtimn or by this corporation and other subsidiaoiethis corporation

A “Substantial Stockholder” shall mean any Rerg¢other than this corporation or any Subsididrthis corporation or
any trustee holding shares of Common Stock ofdbiporation for the benefit of the employees of #orporation or
any Subsidiary of this corporation, or any of themrsuant to one or more employee benefit plarssrangements)
who or that, as of the record date for the deteation of stockholders entitled to notice of andidbe on such Busine
Combination, or as of the time of the vote on sBakiness Combination, or immediately prior to tbasummation of
any such transaction, is the beneficial owner atiyeor indirectly, of not less than 5% of the thautstanding Comma
Stock of this corporatior

ARTICLE SIXTH
Board of Directors

The business and affairs of this corporation dalnanaged by a Board of Directors. The numbeire€tbrs (exclusive of
directors, if any, to be elected by the holderstadres of Preferred Stock, voting separately fileenGommon Stock as provided in any
amendment creating any series of Preferred Stdht) Ise not less than 7 nor more than 11, the exawiber of directors to be determined fi
time to time by a resolution adopted by the affitivevote of a majority of the entire Board of Diters.

The directors of this corporation shall be dividetwb three classes, designated Class |, ClasgIlCdass Ill, respectively. Each cle
shall be as nearly equal in number as may be gesgibthe 1985 annual meeting of stockholderss€ladirectors shall be elected for a one-
year term, Class Il directors for a t-year term and Class Il directors for a thrgear term. At each succeeding annual meeting okbtders
beginning in 1986, the successors to the clasg@dtdrs whose term expires at that annual meetiradl be elected for a three-year term, and
successors to directors of any
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other class, including directors elected in anyhstlass by the Board of Directors to fill one ormn@acancies or newly-created directorships,
shall be elected for the remaining term of thassldf the number of directors is changed by resmiwf the Board of Directors pursuant to t
Article SIXTH, any increase or decrease shall b@oajioned by the Board among the classes so asititaim the number of directors in each
class as nearly equal as possible, but in no ¢edeasdecrease in the number of directors shdlteterm of any incumbent director.

Any newly-created directorship resulting from aorgmse in the number of directors by resolutiothefBoard pursuant to this
Article SIXTH may be filled by a majority of thergictors then in office. Any vacancy on the Boardaokctors occurring for any reason, other
than an increase in the number of directors agséid, may be filled by a majority of the directtiren in office, although less than a quorum,
or by a sole remaining director.

Directors of any class shall hold office until #uenual meeting of the year in which the term ohstlass expires or, in the case of
directors elected by the Board of Directors tovMdcancies or newlgreated directorships, until the next annual meéiitiowing their electior
and until their respective successors shall beedeand shall qualify, subject to prior death,gaation, retirement, disqualification or removal
from office.

Notwithstanding the foregoing and except as oth&rwirovided by law, whenever the holders of shaf&seferred Stock shall
have the right, voting separately from the Commtoti§ to elect directors of this corporation, thember, election, term of office, filling of
vacancies and other features of such directorsfigh be governed by the terms and provisions gfaanendment creating any series of
Preferred Stock; and such directors so elected sbiabe divided into classes pursuant to thisdtetSIXTH. During the prescribed term of
office of any such directors, the Board of Direstehall consist of such directors in addition t® tlumber of directors determined as provided
in the first paragraph of this Article SIXTH.

ARTICLE SEVENTH
Current Directors

The current Board of Directors of this corporataamsists of nine (9) persons whose names and lassatelresses are as follows:

Name Business Addres

Philip C. Ackerman National Fuel Gas Compai
10 Lafayette Square
Buffalo, New York 1420:

Robert T. Brady MOOG Inc.
Plant 24/Seneca at Jamison Road
East Aurora, New York 140t
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James V. Glynn Maid of the Mist Corporation
151 Buffalo Avenue
Niagara Falls, New York 143(

William J. Hill 3515 Zimmerly Road
Erie, Pennsylvania 165(

Bernard J. Kennedy National Fuel Gas Compal
10 Lafayette Square
Buffalo, New York 1420:

Bernard S. Lee, Ph.D. Institute of Gas Technology
1700 South Mt. Prospect Road
Des Plaines, lllinois 6001

Eugene T. Mann 272 Porterville Road
Box 635
East Aurora, New York 140t
George L. Mazanec Duke Energy Corporation
P.O. Box 1642

Houston, Texas 772%

George H. Schofield 224 Ocean Avenue
Marblehead, Massachusetts 01!

ARTICLE EIGHTH
Required Vote On Certain Actions

The following actions approved by the Board of Btogs shall be adopted upon receiving the affimeatiote of a majority of votes
cast by the holders of shares of the corporatiditieshto vote thereon and, in addition, if anysdar series of shares is entitled to vote thereo
as a class, a majority of the votes cast in each slass vote:

(1) amendments to the Certificate of Incorporationluding restatements, where shareholder appisvabjuired or
requested,;

(2) a plan of merger or consolidation;

(3) a sale, lease, exchange or other dispositiail,afr substantially all, the assets of the coaion otherwise than in the
usual and regular course of business; and
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(4) dissolution.

Notwithstanding any other provision hereof or thelBws of this corporation (and notwithstanding thet that a lesser percentage
may be specified by law, this Certificate of Incorgtion or the By-Laws of this corporation), thepegval of at least three-fourths of the entire
Board of Directors or, in the event that the Boair@irectors consists of directors elected by thklérs of shares of Preferred Stock, the
approval of a majority of the entire Board of Dii@s shall be required before any proposal to amalter, change, repeal or adopt any
provision inconsistent with Article FIFTH, Articl®IXTH or this paragraph of Article EIGHTH of thise@ificate of Incorporation, may be
submitted to a vote at a meeting of stockholders.

ARTICLE NINTH
Director and Officer Exculpation

No director or officer of this corporation shall personally liable to the corporation or any ofsitareholders for monetary dama
for breach of any duty owed to the corporationry af its shareholders, except to the extent thah £xemption from liability is not permitted
under the New Jersey Business Corporation Ach@sdame exists or may hereafter be amended, or ange&evision thereof or successor
statute thereto.

IN WITNESS WHEREOF, National Fuel Gas Company lassed this Restated Certificate of Incorporatiobeauly executed as
of the date first above written.

NATIONAL FUEL GAS COMPANY

By: /siB. J. Kennedy
Name: B. J. Kenned)
Title: Chairman of the Board
President and
Chief Executive Office
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CERTIFICATE OF ADOPTION
OF
RESTATED CERTIFICATE OF INCORPORATION
OF
NATIONAL FUEL GAS COMPANY

Dated: September 21, 1998

The undersigned corporation, National Fuel Gas Gomphaving adopted a restated certificate of ipo@tion pursuant to
Section 14A:9-5 of the New Jersey Business Corfmract, hereby certifies that:
1.Name. The name of the corporation is NATIONAL FUEL GAS GIBANY (the “Corporation”).

2. Date of Adoption. The date the restated certificate of incorporatias adopted was September 17, 1998.

3. Board Adoption . The restated certificate of incorporation was appdoand adopted by the Board of Directors of the
Corporation. It restates and integrates, but doésubstantively amend, the certificate of incogpion of the Corporation, as heretofore
restated and amended.

IN WITNESS WHEREOF , the undersigned corporation has caused thisfiCaté to be executed on its behalf by its duly
authorized officer as of the date first above ritt

NATIONAL FUEL GAS COMPANY

By: /s/ B. J. Kenned
B. J. Kennedy
Chairman of the Board, President
and Chief Executive Office




[State Treasurer Stamp]
FILED
March 14, 2005
STATE TREASURER

CERTIFICATE OF AMENDMENT
OF
RESTATED CERTIFICATE OF INCORPORATION
OF
NATIONAL FUEL GAS COMPANY

Dated: March 14, 2005

The undersigned corporation, National Fuel Gas Gomwphaving adopted an amendment to its Restatedi€te of Incorporatiol
pursuant to N.J.S. 14A:9-2(4), hereby certifiegotlsws:
1. NameThe name of the corporation is NATIONAL FUEL GAS RIBANY (the “Corporation”).

2. AmendmentThe Restated Certificate of Incorporation of theg@oation is amended by amending and restatingl&rti
EIGHTH, Required Vote on Certain Actions, to readts entirety as follows:

The following actions approved by the Board of Btogs shall, if shareholder approval is requiredi®/New Jersey Business
Corporation Act, be adopted upon receiving theraffitive vote of a majority of votes cast by thedeo$ of shares of the
corporation entitled to vote thereon and, in additif any class or series of shares is entitleebte thereon as a class, a majority of
the votes cast in each such class vote:

(1) amendments to the Certificate of Incorporationl(iding restatements

(2) aplan of merger or consolidatic

(3) asale, lease, exchange or other dispositiatl,abr substantially all, the assets of the coaion otherwise than in the
usual and regular course of business;

(4) dissolution.



Notwithstanding any other provision hereof or thelBws of this corporation (and notwithstanding thet that a lesser percentage
may be specified by law, this Certificate of Incortion or the By-Laws of this corporation), thepegval of at least threfsurths o
the entire Board of Directors or, in the event thatBoard of Directors consists of directors elddty the holders of shares of
Preferred Stock, the approval of a majority oféhéire Board of Directors shall be required befamg proposal to amend, alter,
change, repeal or adopt any provision inconsistétht Article FIFTH, Article SIXTH or this paragrapdf Article EIGHTH of this
Certificate of Incorporation, may be submitted teoée at a meeting of stockholders.

3. Date of Shareholder AdoptionThe date of adoption of this Amendment by the dhalders of the Corporation was
February 17, 2005.

4. Shares Entitled to VoteThe number of shares of the Corporation entitledote on the Amendment was 83,189,636 share
of common stock, par value $1.00 per share.

5. Vote on AmendmentThe number of shares voted for and against the Ament were as follows:
FOR — 34,770,816 Common Shar
AGAINST — 21,582,111 Common Shat

6. Effective DateThe Amendment shall become effective on the dafginyg.

IN WITNESS WHEREOF, the undersigned corporationdessed this Certificate to be executed on its Ibélgdts duly authorize
officer as of the date first above written.

NATIONAL FUEL GAS COMPANY

By: /s/ P.C. Ackerma
Name: P. C. Ackermai
Title: Chairman of the Board, President
and Chief Executive Office




Exhibit 4.1
July 18, 2012

Matt Paseka

Wells Fargo Shareowner Services
1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120

RE: National Fuel Gas Company
Shareholder Rights Agreemen
Letter of Appointment as Successor Rights Ager

Dear Mr. Paseka:

National Fuel Gas Company (“the Companig)pleased to hereby appoint Wells Fargo Bank,ddati Association, a national bank
association organized under the laws of the Uriitiedes of America (the “Bank”), effective August2012, as the Comparsysuccessor Rigt
Agent under that certain Amended and Restated Rigteement dated as of December 4, 2008 betwedondhFuel Gas Company (i
“Company”) and The Bank of New York (the “Agreemgmat copy of which is incorporated in the Companytam 10-K for Fiscal 2011).

Please evidence the Baslkacceptance of this appointment by having an apjate Bank officer execute both duplicate origsnaf this
Appointment Letter, and returning one to me. Plealse consider your receipt of this Appointmenttéetto satisfy the requirement
Section 21 of the Agreement that the Bank (in éfgacity as the Company’s Transfer Agent and Regj)steceive a copy of this appointment.

Very truly yours,
NATIONAL FUEL GAS COMPANY

By: /s/ James R. Peters
James R. Peterson
Assistant Secretal

ACCEPTED AND AGREED TO:

WELLS FARGO BANK, NATIONAL ASSOCIATION

By /s/ Todd J. May
Name: Todd J. May
Title SVP




NATIONAL FUEL GAS COMPANY
COMPUTATION OF RATIO OF
EARNINGS TO FIXED CHARGES
UNAUDITED

For the Twelve
Months Ended
September 30, 201

Fiscal Year Ended September 3(

EXHIBIT 12

2011

2010

2009

2008

EARNINGS:
Income from Continuing Operatiol $ 220,07  $258,40:  $219,13!  $103,48:  $266,90
Plus Income Tax Expen: 150,55¢ 164,38: 137,22 52,85¢ 167,67.
Less Investment Tax Credit ( (581) (697) (697) (697) (697)
(Less Income) Plus Loss from Unconsolidated Subsies
(©)] 1,44: 75¢ (2,489 (1,562 (6,309
Plus Distributions from Unconsolidated Subsidia — 4,27¢ 2,60( 2,90( 8,28(
Plus Interest Expense on L¢-Term Debt 82,00: 73,561 87,19( 79,41¢ 70,09¢
Plus Other Interest Expen 4,23¢ 4,55¢ 6,75¢ 7,37(C 3,271
Less Amortization of Loss on Reacquired D (2,099 (2,099 (2,099 (1,129 (1,15€)
Plus (Less) Allowance for Borrowed Funds Used in
Constructior 1,231 1,037 32: 1,174 2,10(
Plus (Less) Other Capitalized Inter 2,992 1,51¢ 1,05¢ — —
Plus Rentals (2 12,95¢ 5,008 1,70 1,86 2,22¢
$ 473,82 $511,70° $451,71. $245,69( $512,40:
FIXED CHARGES:
Interest & Amortization of Premium and Discountreinded Deb  $ 82,00: $ 73,56 $ 87,19( $ 79,41¢ $ 70,09¢
Plus Other Interest Expen 4,23¢ 4,55¢ 6,75¢ 7,37(C 3,271
Less Amortization of Loss on Reacquired D (2,099 (2,099 (2,097 (1,129 (1,15€)
Plus (Less) Allowance for Borrowed Funds Used in
Constructior 1,231 1,03: 32: 1,174 2,10(
Plus (Less) Other Capitalized Inter 2,99: 1,51¢ 1,05¢ — —
Plus Rentals (2 12,95¢ 5,008 1,70 1,867 2,22¢
$ 102,32¢ $ 84,58 $ 95,93¢ $ 88,70¢ $ 76,54:
RATIO OF EARNINGS TO FIXED CHARGES 4.6: 6.0t 4.71 2.71 6.6¢

(1) Investment Tax Credit is included in Other Imzn

(2) Rentals shown above represent the portionl oéatals (other than delay rentals) deemed reptatee of the interest factor.

(3) Fiscal 2009 includes an impairment of an inwesit in a partnership of $1,804.



Exhibit 21

Legal Name

National Fuel Gas Distribution Corporati
National Fuel Gas Supply Corporati
Seneca Resources Corporat

Seneca South Midway LL

Seneca Western Minerals Co

Empire Pipeline, Inc

Horizon Power, Inc

National Fuel Resources, Ir

NFG Midstream Corporatio

NFG Midstream Covington, LL!

NFG Midstream Trout Run, LL¢

NFG Midstream Processing, LL

NFG Midstream Mt. Jewett, LL!
Senec-NFG Midstream Owls Nest, LL
NFG Midstream Tionesta, LL

Subsidiaries of National Fuel Gas Company
As of September 30, 2012

State or Other

Jurisdiction of Incorporation
or Organization

New York
Pennsylvani:
Pennsylvani:

Delaware

Nevada

New York

New York

New York
Pennsylvani:
Pennsylvani:
Pennsylvani:
Pennsylvani:
Pennsylvani:
Pennsylvani:
Pennsylvani:



Exhibit 23.1

NETHERLAND, SEWELL
& ASSOCIATES, INC.

CONSENT OF INDEPENDENT PETROLEUM ENGINEERS AND GEOGISTS

We hereby consent to the reference to our auditrtépr Seneca Resources Corporation dated Oche?012, appearing in this National F
Gas Company Annual Report on Form 10-K.

We also consent to the incorporation by referendbe Registration Statements on Form S-3 (N0s:1383.74 and 333-180218) and Form S-¢
(Nos. 333-165569, 333-51595, 333-55124, 333-102233,102220, 333-117131, 333-130281 and B&83701) of National Fuel Gas Compi
of our audit report dated October 22, 2012, appgari this National Fuel Gas Company Annual ReparForm 10-K.

NETHERLAND, SEWELL & ASSOCIATES, INC.

By: /s/ Danny D. Simmons
Danny D. Simmons, P.I
President and Chief Operating Offic

Houston, Texas
November 21, 201



Exhibit 23.Z

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-3 (N88:B78174 and 333-180218) and Form
S-8 (Nos. 333-165569, 333-51595, 333-55124, 332102333-102220, 333-117131, 333-130281 and 333Y3of National Fuel Gas

Company of our report dated November 21, 2012irgjab the financial statements, financial statensehedule and the effectiveness of
internal control over financial reporting, whichpagars in this Form 10-K.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Buffalo, New York
November 21, 201



Exhibit 31.1
CERTIFICATION

[, D. F. Smith, certify that:
1. I have reviewed this annual report on Form 16fKlational Fuel Gas Company;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dmgtate a material fact necessal
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure conteolgl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedwe caused such disclosure controls and procedorde designed under |
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by ot
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financeparting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting arlde preparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and pres@mtéds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the registrathos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrig that has materially affected, or is reasopdikkly to
materially affect, the registrant’s internal comweer financial reporting; and

5. The registrant other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdwer financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbwiver financial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a s@mifrole in the registrast’
internal control over financial reporting.

Date: November 21, 2012

/s/ D. F. Smitr

D. F. Smith

Chairman of the Board and Chief
Executive Officel




Exhibit 31.Z
CERTIFICATION

[, D. P. Bauer, certify that:
1. I have reviewed this annual report on Form 16fKlational Fuel Gas Company;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dmgtate a material fact necessal
make the statements made, in light of the circuntgta under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrang other certifying officer and | are responsible éstablishing and maintaining disclosure conteolgl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-1
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedwe caused such disclosure controls and procedorde designed under |
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by ot
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financeparting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting arlde preparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and pres@mtéds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigat occurred during the registrathos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrig that has materially affected, or is reasopdikkly to
materially affect, the registrant’s internal comweer financial reporting; and

5. The registrant other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdwer financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbwiver financial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a s@mifrole in the registrast’
internal control over financial reporting.

Date: November 21, 2012

/s/ D. P. Baue
D. P. Baue
Treasurer and Principal Financial Offi




Exhibit 32

NATIONAL FUEL GAS COMPANY

Certification Pursuant to Section 906
of the SarbanesOxley Act of 2002

Each of the undersigned, D. F. SMITH, Chairmanhef Board and Chief Executive Officer, and D. P. &athe Treasurer and Princi
Financial Officer, of NATIONAL FUEL GAS COMPANY (ta “Company”), DOES HEREBY CERTIFY that:

1. The Company’s Annual Report on Form 10-K for ylear ended September 30, 2012 (the “Annual Repéulfy complies with th
requirements of section 13(a) of the SecuritieshBrge Act of 1934, as amended;

2. Information contained in the Annual Report fairlsepents, in all material respects, the financialdition and results of operations of
Company.

IN WITNESS WHEREOF, each of the undersigned hasueel this statement this 21st day of November2201

[s/ D. F. Smitt
Chairman of the Board and Chief
Executive Officel

s/ D. P. Baue
Treasurer and Principal Financial Offic



Exhibit 99.1

[Letterhead of Netherland, Sewell & Associates,]Inc

October 22, 2012

Mr. Matthew D. Cabell

Seneca Resources Corporation
1201 Louisiana Street, Suite 400
Houston, Texas 77002

Dear Mr. Cabell:

In accordance with your request, we have auditeceitimates prepared by Seneca Resources Corpof@toeca), as of September 30, 2
of the proved reserves and future revenue to thee@einterest in certain oil and gas propertiesitkgt in the United States. It is
understanding that the proved reserves estimat@snsherein constitute all of the proved reservesenvby Seneca. We have examinec
estimates with respect to reserves quantitiesyvesecategorization, future producing rates, futuee revenue, and the present value of
future net revenue, using the definitions set farthU.S. Securities and Exchange Commission (SE€juRition S-X Rule 4:0(a). Th
estimates of reserves and future revenue have pesgrared in accordance with the definitions andileggpns of the SEC and, with 1
exception of the exclusion of future income taxas)form to the FASB Accounting Standards Codifmatiropic 932, Extractive Activities
Oil and Gas. We completed our audit on Octobe2P22. This report has been prepared for Sesacse in filing with the SEC; in our opini
the assumptions, data, methods, and proceduresruiezlpreparation of this report are appropratesuch purpose.

The following table sets forth Seneca’s estimafdah@net reserves and future net revenue, aspgieB8ber 30, 2012, for the audited properties

All Properties

Net Reserve Future Net Revenue (M
Present Worth
(o] Gas Total
Category (MBBL) (MMCF) at 10%
Proved Develope 38,44« 604,48: 4,149,24. 1,987,26!
Proved Undevelope 4,41¢ 383,95. 684,78. 156,22:
Total Provec 42,86 988,43: 4,834,02. 2,143,48.

Totals may not add because of rounding.

For the purposes of this audit, the properties vagrled into sections for the East Coast and V@stst Divisions. The following tables
forth Seneca’s estimates of the net reserves dncefaet revenue by division, as of September 8022for the audited properties:

All Properties— By Division

Net Reserve Future Net Revenue (M
Present Worth
Qil Gas Total
Division/Category (MBBL) (MMCF) at 10%

East Coas

Proved Develope 30¢€ 544,56( 807,96¢ 457,34¢

Proved Undevelope 0 380,85:. 338,57t 23,51(

Total Provec 30€ 925,41. 1,146,54! 480,85¢
West Coas

Proved Develope 38,13¢ 59,92:! 3,341,27. 1,529,91.

Proved Undevelope 4,41¢ 3,10( 346,20! 132,71:

Total Provec 42,55 63,02: 3,687,471 1,662,62.



In addition, the East Coast Division was furthelbdivided into sections for the Marcellus and OtRegions. The following tables set fc
Senecas estimates of the net reserves and future nehveviey region, as of September 30, 2012, for tlkited East Coast Division Properti

East Coast Divisior By Region

Net Reserve Future Net Revenue (M
Present Worth
(o] Gas Total
Region/Categor (MBBL) (MMCF) at 10%
Marcellus
Proved Develope 28 452,73: 744,19! 407,86(
Proved Undevelope 0 380,85: 338,57¢ 23,51(
Total Provec 28 833,58! 1,082,77 431,37(
Other
Proved Develope 27¢ 91,82" 63,77« 49,48¢

Totals may not add because of rounding.

The oil reserves shown include crude oil and cosdtn Oil volumes are expressed in thousands oélbgMBBL); a barrel is equivalent to
United States gallons. Gas volumes are expressadlions of cubic feet (MMCF) at standard temperatand pressure bases.

When compared on a field-Hield basis, some of the estimates of Seneca aatayr and some are less than the estimates of Metth
Sewell & Associates, Inc. (NSAI). However, in owimion the estimates of Senesairoved reserves and future revenue shown herejrir
the aggregate, reasonable and have been prepaaeddrdance with the Standards Pertaining to thienBsng and Auditing of Oil and G
Reserves Information promulgated by the SocietyPefroleum Engineers (SPE Standards). Additiondigse estimates are within

recommended 10 percent tolerance threshold sétifothe SPE Standards. We are satisfied with tehatds and procedures used by Sene
preparing the September 30, 2012, estimates ofvesand future revenue, and we saw nothing ofraisual nature that would cause us to
exception with the estimates, in the aggregateresared by Seneca.

The estimates shown herein are for proved reseBS@secas estimates do not include probable or possiblerves that may exist for the
properties, nor do they include any value for umdewped acreage beyond those tracts for which uholeseé reserves have been estimi
Reserves categorization conveys the relative degfreertainty; reserves subcategorization is basedevelopment and production status.
estimates of reserves and future revenue includegimhhave not been adjusted for risk.

Prices used by Seneca are based on the 12-montigitied arithmetic average of the first-day-of-thenth price for each month in the pel
October 2011 through September 2012. For oil vokjrttee average regional posted prices are adjbstéield for quality, transportation fe:
and local price differentials. For gas volumes, dlierage regional spot prices are adjusted by fal@&nergy content, transportation fees,
local price differentials. All prices are held ctargt throughout the lives of the properties. Therage adjusted product prices weighte:
production over the remaining lives of the propesrtare $106.86 per barrel of oil and $2.831 per MCgas. Average index prices for e
division are shown in the following table:

oil Gas
Average Posted Pri Average Spot Pric
Division Pricing Index ($/Barrel) Pricing Index ($MMBTU)
East Coas Flint Hills West Texas Intermedia 91.4¢ Dominion (South Poin 2.83¢
ARG OH/PAINY 95.0¢ Henry Hub 2.82¢
West Coas Flint Hills West Texas Intermedia 91.4¢ Henry Hub 2.82¢
CA BV Oil Average Calculatiol 110.6: SoCal Ga: 2.94¢

CA MWSS Oil Average Calculatic 105.0¢ SoCal cit-gate 3.05:



Operating costs used by Seneca are based on tédtopierating expense records. These costs inthedperwell overhead expenses allov
under joint operating agreements along with estaf costs to be incurred at and below the disirid field levels. Headquarters general
administrative overhead expenses of Seneca anediedtIto the extent that they are covered undet @gperating agreements for the oper
properties. Capital costs used by Seneca are lasedithorizations for expenditure and actual cést® recent activity. Capital costs

included as required for workovers, new developmegits, and production equipment. Abandonment cosésl are Senecaéstimates of ti
costs to abandon the wells and production fadilitieet of any salvage value. Operating costs ale denstant throughout the lives of
properties, and capital costs and abandonment aostseld constant to the date of expenditure.

The reserves shown in this report are estimatgsamd should not be construed as exact quantRies/ed reserves are those quantities «
and gas which, by analysis of engineering and dewse data, can be estimated with reasonable erttd be economically producib
probable and possible reserves are those additieraives which are sequentially less certain tcebevered than proved reserves. Estin
of reserves may increase or decrease as a resutiriet conditions, future operations, changeggulations, or actual reservoir performa
In addition to the primary economic assumptiongwsed herein, estimates of Seneca and NSAI aesl lmas certain assumptions includi
but not limited to, that the properties will be déped consistent with current development planat the properties will be operated i
prudent manner, that no governmental regulatiorsoatrols will be put in place that would impace thbility of the interest owner to reco
the reserves, and that projections of future prodaoavill prove consistent with actual performantfethe reserves are recovered, the reve
therefrom and the costs related thereto could b moless than the estimated amounts. Becausevefigmental policies and uncertaintie
supply and demand, the sales rates, prices rec@vebe reserves, and costs incurred in recovesingh reserves may vary from assumpt
made while preparing these estimates.

It should be understood that our audit does nostitoibe a complete reserves study of the auditedra gas properties. Our audit consi
primarily of substantive testing, wherein we cortédca detailed review of all properties. In thedwet of our audit, we have not independe
verified the accuracy and completeness of inforomatind data furnished by Seneca with respect temhip interests, oil and gas product
well test data, historical costs of operation arslaiopment, product prices, or any agreementsimglad current and future operations of
properties and sales of production. However, ithia course of our examination something came tcatiention that brought into question
validity or sufficiency of any such information data, we did not rely on such information or dagiluve had satisfactorily resolved ¢
questions relating thereto or had independentlifigdrsuch information or data. Our audit did notlude a review of Senecadverall reserve
management processes and practices.

We used standard engineering and geoscience methrodssombination of methods, including perforneanalysis, volumetric analysis, i
analogy, that we considered to be appropriate awbssary to establish the conclusions set fortkiteAs in all aspects of oil and ¢
evaluation, there are uncertainties inherent inititerpretation of engineering and geoscience dduarefore, our conclusions necessi
represent only informed professional judgment.

Supporting data documenting this audit, along w#ka provided by Seneca, are on file in our offitke are independent petroleum engint
geologists, geophysicists, and petrophysicistsgavaot own an interest in these properties noma&employed on a contingent basis.

QUALIFICATIONS

NSAI performs consulting petroleum engineering s&y under Texas Board of Professional EngineegisRation No. -2699. We provide
complete range of geological, geophysical, petrgjg®y, and engineering services, and we have ttenieal expertise and ability to perfc
these services in any oil and gas producing aretheénworld. The staff are familiar with the recargd industry reserves and resou
definitions, specifically those promulgated by tBEC, by the Alberta Securities Commission, and ey $ociety of Petroleum Engine:
Society of Petroleum Evaluation Engineers, Worldréleum Council, and American Association of Pedush Geologists. The techni
persons responsible for conducting this audit nieetrequirements regarding qualifications, indegeicé, objectivity, and confidentiality
forth in the SPE Standarc




This evaluation has been led by Mr. Richard B.&glUr. and Mr. Edward C. Roy lll. Mr. Talley id/é&ce President and Mr. Roy is a Geolo
in the firm's Houston office at 1221 Lamar Street, Suite 120@yston, Texas, 77010. Mr. Talley maintains a v@didfessional Engine
License (Texas Registration No. 102425). He ha Ipeacticing petroleum engineering consulting atANSince 2004 and has over 5 ye
prior industry experience. Mr. Roy maintains a ddbrofessional Geoscientist License (Texas RegjimrdNo. 2364). He has been practic
petroleum geoscience consulting at NSAI since 20@8has over 11 years prior industry experience.

Sincerely,

NETHERLAND, SEWELL & ASSOCIATES, INC.
Texas Registered Engineering Fir-2699

/sl C.H. (Scott) Rees |

By:
C.H. (Scott) Rees lll, P.E.
Chairman and Chief Executive Offic

/sl Richard B. Talley, J /sl Edward C. Roy I
By: By:
Richard B. Talley, Jr., P.E. 102425 Edward C. Roy lll, P.G. 2364
Vice Presiden Geologist
Date Signed: October 22, 20 Date Signed: October 22, 20
RBT:DEG

Please be advised that the digital document yowiareéng is provided by Netherland, Sewell & Assades, Inc. (NSAI) as a convenience to our cliefite digital document is intende
to be substantively the same as the original sigleeiment maintained by NSAI. The digital documisnsubject to the parameters, limitations, and @ stated in the original
document. In the event of any differences betwherdigital document and the original document,afiginal document shall control and supersede ii¢adldocument.
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