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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  

FORM 8-K  

CURRENT REPORT  

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934  

Date of Report (Date of earliest event reported): December 12, 2007  

NATIONAL FUEL GAS COMPANY  
(Exact name of registrant as specified in its charter)  

Registrant’s telephone number, including area code: (716) 857-7000  

Former name or former address, if changed since last report: Not Applicable  

     Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any 
of the following provisions ( see General Instruction A.2. below):  

   

  

  

          
New Jersey   1-3880   13-1086010 

(State or other jurisdiction   (Commission File Number)   (IRS Employer 
of incorporation)       Identification No.) 

      
6363 Main Street, Williamsville, New York   14221 

(Address of principal executive offices)   (Zip Code) 

�   Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 
  

�   Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
  

�   Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 
  

�   Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 8.01 Other Events.  

On December 12, 2007, the Board of Directors of National Fuel Gas Company (the “Company”) caused to be delivered to New Mountain 
Vantage Advisers, L.L.C. (“New Mountain”) a letter in response to earlier correspondence from New Mountain. A copy of the letter is hereby 
incorporated by reference into this Item 8.01 and filed as part of this Current Report as Exhibit 99.1. The letter to New Mountain references a 
slide presentation, which is hereby incorporated by reference into this Item 8.01 and filed as part of this Current Report as Exhibit 99.2. Also 
on December 12, 2007, the Company issued a press release regarding the letter to New Mountain. A copy of the press release is hereby 
incorporated by reference into this Item 8.01 and filed as part of this Current Report as Exhibit 99.3. The Company will send a letter to 
employees regarding these matters. A copy of the letter to employees is hereby incorporated by reference into this Item 8.01 and filed as part of 
this Current Report as Exhibit 99.4.  

Item 9.01 Financial Statements and Exhibits.  

IMPORTANT INFORMATION AND WHERE TO FIND IT  

In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”).  WE URGE INVESTORS TO READ THE PROXY STATEMENT 
AND THESE OTHER MATERIALS CAREFULLY WHEN THEY BECOME AVAILABLE, BECAUSE THEY WILL CONTAIN 
IMPORTANT INFORMATION ABOUT NATIONAL FUEL GAS COMPANY AND THE MATTERS TO BE CONSIDERED AT ITS 
ANNUAL MEETING.  Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for the 2008 Annual 
Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com.  Investors may also obtain a free copy of the proxy statement and other 
relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel Gas Company at the 
SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on National Fuel Gas 
Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free from: Secretary, 
National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000.  
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CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the solicitation 
of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 2008 
Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

FORWARD-LOOKING STATEMENTS  

Certain statements contained herein or incorporated by reference from the exhibits, including statements regarding future prospects, plans, 
performance and capital structure, anticipated capital expenditures, and completion of construction projects, as well as statements that are 
identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” “projects,” “believes,” 
“seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private Securities Litigation Reform Act 
of 1995. While the Company’s expectations, beliefs and projections are expressed in good faith and are believed to have a reasonable basis, 
actual results may differ materially from those expressed in the forward-looking statements. Furthermore, each forward-looking statement 
speaks only as of the date on which it is made. In addition to other factors, the following are important factors that could cause actual results to 
differ materially from those discussed in the forward-looking statements: changes in economic conditions, including economic disruptions 
caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, including the occurrence 
of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of such changes on the 
accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; uncertainty of oil and 
gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil reserves; significant changes 
from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability and/or price of derivative 
financial instruments; changes in the price differentials between various types of oil; inability to obtain new customers or retain existing ones; 
significant changes in competitive factors affecting the Company; changes in laws and regulations to which the Company is subject, including 
changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory actions, initiatives and proceedings, 
including those involving acquisitions, financings, rate cases (which address, among other things, allowed rates of return, rate design and 
retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety requirements; unanticipated impacts of 
restructuring initiatives in the natural gas and electric industries; significant changes from  
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expectations in actual capital expenditures and operating expenses and unanticipated project delays or changes in project costs or plans; the 
nature and projected profitability of pending and potential projects and other investments, and the ability to obtain necessary governmental 
approvals and permits; occurrences affecting the Company’s ability to obtain funds from operations, from borrowings under our credit lines or 
other credit facilities or from issuances of other short-term notes or debt or equity securities to finance needed capital expenditures and other 
investments, including any downgrades in the Company’s credit ratings; ability to successfully identify and finance acquisitions or other 
investments and ability to operate and integrate existing and any subsequently acquired business or properties; impairments under the SEC’s 
full cost ceiling test for natural gas and oil reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant 
changes in the Company’s relationship with its employees or contractors and the potential adverse effects if labor disputes, grievances or 
shortages were to occur; changes in accounting principles or the application of such principles to the Company; the cost and effects of legal and 
administrative claims against the Company; changes in actuarial assumptions and the return on assets with respect to the Company’s retirement 
plan and post-retirement benefit plans; increasing health care costs and the resulting effect on health insurance premiums and on the obligation 
to provide post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company 
disclaims any obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the 
occurrence of unanticipated events.  
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SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned hereunto duly authorized.  

Dated: December 12, 2007  

   

          
  NATIONAL FUEL GAS COMPANY  

    

  By:   /s/ James R. Peterson     
    James R. Peterson    
    Assistant Secretary    
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Exhibit 99.1 

IMPORTANT INFORMATION AND WHERE TO FIND IT  

In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”). WE URGE INVESTORS TO READ THE PROXY STATEMENT 
AND THESE OTHER MATERIALS CAREFULLY WHEN THEY BECOM E AVAILABLE, BECAUSE THEY WILL CONTAIN 
IMPORTANT INFORMATION ABOUT NATIONAL FUEL GAS COMPA NY AND THE MATTERS TO BE CONSIDERED AT 
ITS ANNUAL MEETING. Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for the 2008 Annual 
Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com. Investors may also obtain a free copy of the proxy statement and other 
relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel Gas Company at the 
SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on National Fuel Gas 
Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free from: Secretary, 
National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000.  

CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the solicitation 
of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 2008 
Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

FORWARD-LOOKING STATEMENTS  

Certain statements contained herein, including statements regarding future financial and operating performance and condition, as well as 
statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” 
“projects,” “believes,” “seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private 
Securities Litigation Reform Act of 1995. Forward-looking statements involve risks and uncertainties which could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. The Company’s expectations, beliefs and projections 
contained herein are expressed in good faith and are believed to have a reasonable basis, but there can be no assurance that such expectations, 
beliefs or projections will result or be achieved or accomplished. In addition to other factors, the following are important factors that could 
cause actual results to differ materially from those discussed in the forward-looking statements: changes in economic conditions, including 
economic disruptions caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, 
including the occurrence of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of 
such changes on the accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; 
uncertainty of oil and gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil 
reserves; significant changes from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability 
and/or price of derivative financial instruments; changes in the price differentials between various types of oil; inability to obtain new 
customers or retain existing ones; significant changes in competitive factors affecting the Company; changes in laws and regulations to which 
the Company is subject, including changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory 
actions, initiatives and proceedings, including those involving acquisitions, financings, rate cases (which address, among other things, allowed 
rates of return, rate design and retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety 
requirements; unanticipated impacts of restructuring initiatives in the natural gas and electric industries; significant changes from expectations 
in actual capital expenditures and operating expenses and unanticipated project delays or changes in project costs or plans; the nature and 
projected profitability of pending and potential projects and other investments, and the ability to obtain necessary governmental approvals and 
permits; occurrences affecting the Company’s ability to obtain funds from operations, from borrowings under our credit lines or other credit 
facilities or from issuances of other short-term notes or debt or equity securities to finance needed capital expenditures and other investments, 
including any downgrades in the Company’s credit ratings; ability to successfully identify and finance acquisitions or other investments and 
ability to operate and integrate existing and any subsequently acquired business or properties; impairments under the SEC’s full cost ceiling 
test for natural gas and oil reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant changes in the 
Company’s relationship with its employees or contractors and the potential adverse effects if labor disputes, grievances or shortages were to 
occur; changes in accounting principles or the application of such principles to the Company; the cost and effects of legal and administrative 
claims against the Company; changes in actuarial assumptions and the return on assets with respect to the Company’s retirement plan and post-
retirement benefit plans; increasing health care costs and the resulting effect on health insurance premiums and on the obligation to provide 
post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company disclaims any 
obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events.  



   

national fuel  

Philip C. Ackerman  
Chairman and Chief Executive Officer  

December 11, 2007 

New Mountain Vantage Advisers, L.L.C.  
c/o New Mountain Capital L.L.C.  
787 Seventh Avenue, 49th Floor  
New York, NY 10019  

Attention: Mr. David M. DiDomenico  

Dear David:  

The Board of Directors of National Fuel Gas Company (“National Fuel” or the “Company”) addresses in this letter the material business issues 
raised in your letter dated September 11, 2007. The Board of Directors is committed to enhancing value for all of National Fuel’s shareholders, 
and we take our fiduciary duties seriously. With the help of our financial and legal advisors, we have been carefully considering your 
suggestions, including several that were already being evaluated by National Fuel prior to New Mountain’s involvement. In this letter, we will 
discuss topics including the ongoing creation of shareholder value, our Appalachian strategy, master limited partnership (“MLP”) 
considerations and the additional asset review. We are also filing today with the Securities and Exchange Commission (“SEC”) a slide 
presentation as part of a Form 8-K Current Report that addresses these matters.  

SHAREHOLDER VALUE CREATION:  
A TRACK RECORD OF OUTSTANDING RETURNS  

As we have shared with the investment community for years, National Fuel’s corporate objective is to grow shareholder value through timely 
investment in the energy industry, as an integrated company with complementary business segments that over the long run result in more 
consistent earnings and returns than those provided by a specialized energy company. For over 100 years this strategy has delivered an elite 
record of dividends complemented by exceptional returns in the last ten years.  

The financial community has recognized the sound and disciplined leadership provided by the management and Board of National Fuel, as 
demonstrated by our exceptional shareholder returns. Over the past fiscal year, three years, five years and ten years, shareholders have enjoyed 
overall total returns of 32%, 83%, 185% and 214%, respectively, which far exceeded returns of the S&P 500 of 16%, 45%, 105% and 89% 
over those respective time periods. These outstanding returns are due in part to our payments of dividends to shareholders for 105 consecutive 
years, including dividends that have increased annually for the last 37 years.  

NATIONAL FUEL GAS COMPANY / 6363 MAIN STREET / WILL IAMSVILLE NY 14221-5887 / 716-857-7082 / FAX 716-857-7710 
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Generally, a dissident shareholder’s primary argument would involve excoriating the target company’s management for either falling stock 
prices or negative returns to shareholders. This proxy contest is unusual because National Fuel’s total returns to shareholders have been 
excellent, both before and after New Mountain became a National Fuel shareholder. The corollary to the usual underperformance argument is 
that the board is not knowledgeable and needs an infusion of expertise. Here, too, the argument would fail because of our uniquely qualified 
Board members, with deep experience in pipelines, gas utilities and exploration and production, particularly in Appalachia.  

As you know, we had a very successful 2007 fiscal year with record earnings which were enhanced by the sale of our Canadian assets at a 
favorable price. We expect to continue that success in fiscal 2008, with earnings currently projected to be in the range of $2.50 to $2.70 per 
diluted share. Our goal is to continue our longstanding record of increasing our dividend and delivering outstanding returns to our shareholders 
in 2008 and beyond.  

APPALACHIAN EXPLORATION & PRODUCTION (“E&P”) STRATE GY:  
DRILLING RESULTS VALIDATE MANAGEMENT’S APPROACH  

The pace of activity in Appalachia is the most significant issue raised by the proposals of New Mountain Vantage Advisers, L.L.C. (“New 
Mountain”). National Fuel has an aggressive and well-planned long-term strategy for developing its Appalachian properties, which relies on 
our experience and proprietary knowledge of our acreage. A significant modification to that plan, as suggested by New Mountain, would not 
only result in no short-term bonanza for investors, but ultimately would even erode the long-term value of the Company’s assets.  

National Fuel has operated in the Appalachian Basin for decades and fully appreciates that its Appalachian property is an attractive asset within 
the Company’s overall portfolio. Since the late 1970s, when the deregulation of wellhead gas prices began, National Fuel has tailored its 
drilling activity mostly to market commodity prices and has continually explored new formations underlying its acreage in Appalachia as 
consistently higher pricing and improvements in technology have made those formations economic. At the recent commodity price plateaus, 
National Fuel has increased its drilling pace to a new high. Along with this increased activity, the Company has maintained its focus on 
maximizing well performance by pursuing development opportunities at an informed pace and in a manner consistent with our knowledge of, 
and experience in, our acreage in general and the relevant formations in particular.  

   

  •   The Company has increased the number of wells it has drilled in Appalachia every year since 2004, drilling 233 Appalachian wells in 
2007, a 53% increase over the prior year. 
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Our drilling results validate management’s ability to plan and execute, and prove that shareholder value is most effectively maximized by an 
aggressive knowledge-based approach.  

National Fuel is one of the most active drillers in Appalachia and the single most active driller in our core area. At 25 wells per 100,000 acres, 
our 2007 Appalachian drilling pace exceeds the per-acre pace of our competitors Equitable, Dominion, and Chesapeake and is close to those of 
Range and Cabot. Moreover, within the four county area of Pennsylvania where National Fuel is most active, we drilled almost twice as many 
wells in 2007 as any of our competitors. Our experience indicates that our drilling pace is appropriate, when considered against the 
activity of our peers. An immediate increase to 600 wells per year on our 940,000 acres, as proposed by New Mountain, would exceed 
industry standards and greatly increase the risk of uneconomic activity.  

The key difference between National Fuel’s business strategies and New Mountain’s proposals is that our plans are based on a 
thorough analysis of real data on our real assets. For example, our Appalachian drilling plans are based on our experience with the extreme 
variability of the shallow producing horizons on our acreage. Highly successful wells with EURs exceeding 300 MMCFE can have adjacent 
offset wells that are subeconomic. In northwestern Pennsylvania, where our acreage is located, wells in one part of a county can have average 
EURs that are twice the average EURs of wells 30 miles away in the same county. In other words, we believe that it would be reckless to 
embark on a drilling program that failed to take into account the complex stratigraphy of the actual geologic formations to be drilled.  

The completion of our reserve and prospective resource study by Netherland, Sewell & Associates (“Netherland & Sewell”) confirms our long-
held belief that, given the size and scope of our Appalachian acreage, we own a very attractive asset, but one that must be developed 
appropriately in order not to destroy shareholder value. Because our acreage is in a part of the Appalachian Basin characterized by complex 
stratigraphy, all available information must be utilized in order to optimize the location of future wells rather than the simpler, essentially 
arbitrary well location methodologies that would be necessary to implement New Mountain’s proposals. Drilling too many wells too rapidly 
would likely  

   

  •   In 2007 the Company also increased proved developed Appalachian reserves by 20% and total proved Appalachian reserves by 33% 
over the prior year. 

  

  •   Notwithstanding the significant increase in drilling activity, the Company has improved its estimated ultimate recovery (“EUR”) per 
well from 70 million cubic feet equivalent (“MMCFE”) in 2006 to 97 MMCFE in 2007. 
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cause average well quality to decline, lead to a delay in first production and, significantly, reduce the net present value of assets as compared to 
continuing National Fuel’s strategy of development at an informed pace. We can continue to increase Appalachian drilling activity and 
production, and enhance overall value, if we maintain our aggressive and knowledge-based approach to the development of our acreage.  

Our strategy of development at a knowledge-based pace surely presumes increasing our activity when and where the opportunity arises. In fact, 
we plan to increase our Appalachian drilling at a pace consistent with controlling well quality, capital expenditure per producing well and time 
to first production for each new well. Specifically, we anticipate drilling 280 and 350 wells, respectively, in the Appalachian shallow Devonian 
formations in fiscal years 2008 and 2009. Our strategy and development plan are based on our proprietary data, our ongoing geologic work, 
and the extensive knowledge and expertise of both our long-time and our newly-added Appalachian geologists and engineers. So long as we 
continue to follow this strategic plan we are confident that we can continue to enhance the value of our Appalachian properties.  

We are also ready, willing and able to construct and operate additional gathering, processing and transmission facilities as necessary to bring 
new Appalachian production to market, within the timing and other constraints of applicable laws, rules and regulations. Design and 
construction of infrastructure is not instant, it depends on when, where and how much gas is found, but we are actively pursuing midstream 
opportunities in Appalachia and will continue to do so.  

We also plan to continue our exploration of the deeper Marcellus Shale through our joint venture with EOG Resources (“EOG”), an industry 
leader that has successfully explored, developed, and operated in other shale formations, and continues to gain information from operating in 
other shale formations. To that end, through the EOG joint venture we are expecting to drill 18 wells, including ten horizontal wells, in the 
Marcellus Shale formation in fiscal year 2008. By early 2008, we expect to have results for three vertical wells and three horizontal wells on 
our acreage. Although National Fuel intends to provide regular updates concerning its progress in exploring and developing the Marcellus 
opportunity, it is a highly competitive play and neither National Fuel nor EOG will be disclosing technical or competitive details. While the 
Marcellus Shale may present a significant opportunity for National Fuel, the play is still in its early stages and its economic viability on our 
acreage is not yet determined.  

POTENTIAL VALUE CREATING ANALYSIS  
MUST ACCOUNT FOR APPROPRIATE RISKS  

The Board also believes it is important to address New Mountain’s claim that the model drilling program of its energy consultant Schumberger 
Data & Consulting Services (“Schlumberger”) suggests the possibility of an additional $1.1 billion in value creation from increasing the pace 
of activity in Appalachia. Although New Mountain has refused to provide us with a copy of the report, as we understand from what New 
Mountain has  
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told us, this drilling program would involve a very rapid increase in drilling pace in areas well outside of National Fuel’s “proved” reserves, 
and even beyond the areas containing “probable” or “possible” reserves. As such, the Board believes it is extremely misleading to use this 
$1.1 billion figure which, although attractive on its face, is not adjusted to fully reflect a real-world expected value once all of the risks 1 

inherent in such a program are taken into account.  

In effect, New Mountain appears to have said little more than that, if National Fuel were to continue with the strategy it has been pursuing for 
at least four years, namely to drill more Appalachian wells, but to do it much faster and with much better results per well, it would make much 
more money. Simply urging a management team to go faster and do better is not a strategy, it is at best cheerleading. Faster and better is a 
worthy goal, but haste frequently makes waste and in this business returns on capital erode quickly if well costs increase, reserves per well 
decrease or the time between drilling and production lengthens.  

   

  •   Exploration and production companies, analysts, and transaction brokers typically apply significant risk discount factors to unproven 
reserves, and ascribe little or no value to any potential beyond possible reserves. 

  

  •   New Mountain itself considers the $1.1 billion figure “strategic and directional”  only and not based on a proven approach. 
  

  •   Schlumberger indicated that their study, upon which New Mountain claims to have based its calculations, “was a 50,000 foot view” 
and “was nowhere near a reserves report.”  

  

  •   We infer that New Mountain’s starting point must have been from a Schlumberger document that was based not just on our acreage, 
but also on publicly available information about production from the geographically extensive (and varied) Appalachian Basin, and 
that New Mountain must then have applied assumptions which are not applicable or realistic to National Fuel’s acreage on the fringe 
of the Appalachian Basin. 

  

1   New Mountain’s argument for greatly accelerating National Fuel’s Appalachian activity relies on estimates for “potential” gas resources, 
which is a category that ranks below “proved,” “probable,” and “possible” reserves on the likelihood scale. By rule, the SEC permits only 
“proved” reserves (as defined in Regulation S-X) in documents filed with the SEC, and information about other reserves or resources is 
prohibited in companies’ documents filed with the SEC. While some E&P companies, including National Fuel’s, make informal 
disclosures of probable reserves, potential reserves and/or potential resources, it is important to make the distinction between potential 
resources and reserves. Because the terms “proved reserves,” “probable reserves” and “potential reserves” are defined by the Society of 
Petroleum Engineers, companies generally do not refer to their “potential” resources as “reserves” since that would be inherently 
misleading. Informal disclosures of “probable reserves,” “potential reserves” and “potential” resources merely supplement the SEC-
compliant disclosure filings and cannot themselves be relied upon to draw meaningful conclusions. 
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Given New Mountain’s lack of appropriate risk analysis and both New Mountain’s and Schlumberger’s own disclaimers concerning the 
reliability and accuracy of the $1.1 billion figure, the use of that number is, at the very least, misleading. Additionally, we reiterate that, 
despite our requests, New Mountain has refused to disclose either to us or to National Fuel’s other shareholders the actual 
Schlumberger report on which New Mountain’s claims are based.  

MASTER LIMITED PARTNERSHIP (“MLP”) ASSESSMENT:  
UNCLEAR BENEFITS WITH SIGNIFICANT COST AND RISK  

New Mountain’s proposals to restructure National Fuel by financially engineering its Exploration and Production (“E&P”) assets, and/or its 
Pipeline and Storage (“P&S”) assets, into MLPs are similarly founded on insufficient analysis of incomplete data. After a thorough analysis of 
real data, we have concluded — with the concurrence of our top-tier financial advisor, Morgan Stanley - that MLPs are not an attractive 
strategic or financial alternative for National Fuel at this time.  

Historically, most publicly traded companies that form captive MLPs pursue the MLP structure to: (i) achieve a more attractive valuation than 
they are currently receiving in the public market, (ii) capitalize on tax advantages, (iii) obtain an alternative publicly traded currency with 
which to pursue growth through acquisitions, and/or (iv) raise capital to fund other projects at the parent level or to pay down debt. As 
discussed below, these drivers are less applicable to National Fuel than to other energy companies that have formed MLPs. With 
comprehensive assistance from Morgan Stanley, and the Company’s legal and tax advisor, Andrews Kurth, National Fuel has undergone a 
rigorous review process to consider the potential impact of forming one or more MLP(s) from a financial and strategic perspective. In doing so, 
the Company performed a detailed analysis of its California E&P operations as well as its P&S operations, including the modeling of both 
operations in the form of MLPs. This analysis took into account various asset contribution scenarios, the tax attributes of the underlying assets 
(especially the low tax basis of our P&S assets) and the MLP-specific accounting issues. This intense review has led us to the conclusion that 
forming an MLP of either the California E&P assets or the P&S business at this time would not create additional shareholder value, and would 
in fact entail significant cost and risk. Several factors contribute to this conclusion:  

   

  •   After modeling both prospective MLPs, taking into account the specific tax attributes of the businesses and a realistic asset 
contribution schedule, neither MLP could be shown to create additional value to NFG from either an earnings per share accretion 
perspective or an after-tax net present value perspective. 

  

  •   The relatively low tax basis of National Fuel’s assets, particularly its P&S assets, makes income taxes a significant negative. 
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ADDITIONAL ASSET REVIEW:  
BETTER FOR OUR SHAREHOLDERS TO KEEP AT THIS TIME  

With the assistance of Morgan Stanley, National Fuel has also undertaken a review of those assets that New Mountain views as “non-core,” 
including the energy marketing business, the timber assets, and the landfill gas operations, to determine their strategic relevance and value to 
the Company.  

Energy Marketing  

The energy marketing business, which is carried out by National Fuel Resources, Inc. (“NFR”), markets natural gas to industrial, commercial, 
public authority and residential customers and also offers competitively-priced energy and energy management services.  

   

  •   National Fuel is adequately capitalized, has access to the public capital markets and does not require cash from MLP equity issuances 
to pursue its growth opportunities, especially those in Appalachia. 

  

  •   Additionally, National Fuel does not believe that it currently requires an additional public currency to pursue growth through 
acquisitions in the E&P and P&S sectors. 

  

  •   Because National Fuel currently trades at multiples in-line with E&P MLPs, creating value arbitrage through a subsidiary initial public 
offering seems unlikely because it would require substantial expansion of the multiple at which National Fuel’s stock trades. 

  

  •   There are potential operational, regulatory and administrative impediments to forming a P&S MLP given its integration with National 
Fuel’s other operations. 

  •   The complementary nature of NFR’s business and other National Fuel businesses contradicts New Mountain’s claim that NFR is a 
“non-core”  asset. 

  

  •   While the Company’s utility business segment earns its margin on the delivery portion of a natural gas sale, NFR is able to earn an 
incremental margin on the commodity side of the sale, thus providing the Company’s shareholders with the means to earn an 
incremental margin that would not otherwise be realized. 

  

  •   NFR is one of the largest marketers on the National Fuel utility system, which maintains Company relationships with retail utility 
customers that might otherwise be lost. 

  

  •   NFR also offers potential growth into markets beyond the Company’s core system, as evidenced by its expanding presence in the 
contiguous utility markets 
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NFR is an important component of National Fuel and is strategically aligned with the Company’s commitment to participate in all segments of 
the natural gas business. Because NFR is an integral part of the overall success of National Fuel, we believe that selling this asset is not in the 
best interests of our shareholders.  

Timber  

Highland Forest Resources, Inc. and the Northeast Division of Seneca Resources Corporation carry out National Fuel’s timber segment 
activities. This segment markets veneer logs, export logs, sawlogs and green and kiln dry lumber from its timber holdings of more than 100,000 
acres and nearly 400 million board feet in Pennsylvania and New York. Our timber is located in the heart of the world’s best source of black 
cherry hardwood. Each year we typically harvest timber at about the same rate the timber asset increases through natural growth.  

   

      to the east which are served by National Grid, New York State Electric & Gas and Rochester Gas & Electric. 
  

  •   As employees and officers transfer among National Fuel’s business segments, the Company benefits from having employees and 
officers who have first-hand experience with a marketer in our territory. 

  

  •   We do not believe that a sale of our energy marketing assets, which consist principally of year-to-year contracts with customers, could 
be accomplished at the multiples assumed by New Mountain. 

  

  •   Finally, NFR has achieved consistent and strong financial results with only modest capital investment and management attention from 
the Company. 

  •   National Fuel continually reviews and carefully considers the best use of its timber assets. In fact, in 2003, National Fuel exchanged 
about half of its timber assets to acquire the Empire State Pipeline in a tax-advantaged transaction. 

  

  •   While the timber asset has become valuable, it is a byproduct of our landholdings that support our Appalachian E&P, our P&S and our 
Utility operations. National Fuel owns the oil and gas rights underlying 90% of our timber acreage. Ownership of surface rights and 
private roads certainly facilitates drilling, gathering, processing and transporting gas on this acreage. 

  

  •   Depending on what kind of greenhouse gas legislation becomes law, an asset that absorbs substantial quantities of carbon dioxide may 
turn out to be useful in a carbon credit trading system. 

  

  •   This segment occupies a very small portion of management’s time and the Company’s capital, while contributing positively to net 
income. 
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Landfill Gas  

Horizon LFG, Inc. (“Horizon”) is National Fuel’s landfill gas business that owns and operates short-distance landfill gas pipeline companies 
that purchase, process, transport and resell landfill gas to customers in six states.  

Landfill gas is recognized as a renewable, “green” energy that has environmental and economic benefits. Its use reduces greenhouse gas 
emissions, improves local air quality, reduces landfill odors, maintains jobs, saves money compared to traditional energy supplies, conserves 
non-renewable resources and increases energy security by relying on a locally available fuel source. Again, depending on the form greenhouse 
gas legislation takes, the value of this asset could be further enhanced under a carbon credit trading system.  

Horizon is an attractive, yet small, component of National Fuel’s overall asset base. This segment contributes positively to net income and 
requires a very small portion of management’s time and the Company’s capital – the balance sheet value of its net plant is only about 50 cents 
per share. The Company is currently in the process of determining whether to add to its asset position or to sell these assets. Once a conclusion 
is reached, it will be publicly disclosed to all shareholders.  

To summarize the additional asset review, even assuming New Mountain is correct that the energy marketing, timber and landfill gas assets 
could be sold for the prices that New Mountain assumes, New Mountain’s proposals would result in no significant incremental benefit to 
National Fuel’s shareholders. The Company has determined (1) not to sell its core energy marketing segment, (2) to hold its timber assets 
available for the right opportunity, and (3) to actively consider the future of its small landfill gas business.  

CONCLUSIONS  

Consistent with our track record of delivering significant value to our shareholders, the Board and management of National Fuel 
continually look to improve the Company’s performance and further drive growth . National Fuel maintains an active investor relations 
function, including regular meetings with shareholders. To that end, management has met and spoken with New Mountain frequently to gain an 
understanding of New Mountain’s perspective and ideas about National Fuel’s business. In addition to regular correspondence and telephone 
conversations during 2007, senior management has met personally with New Mountain three times. New Mountain was also permitted to 
address the Company’s full Board and shareholders at the 2007 Annual Meeting of Shareholders.  

   

  •   Consequently, the Company has no current plans to sell the timber asset but remains alert to advantageous opportunities. 
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Management has done its best to educate New Mountain and other shareholders about National Fuel’s business and the real opportunities and 
risks of different strategies for the Company’s future.  

We appreciate that New Mountain could not have had access to our proprietary well data, or known the details of our tax basis in various 
properties. But we are troubled at New Mountain’s continuing refusal to share with us the Schlumberger data, persisting to claim the potential 
for a billion dollar opportunity while ignoring the well data we have been disclosing since New Mountain first met with management, and 
claiming selected MLP data as comparable while discarding relevant examples.  

The Board respects New Mountain’s right as a shareholder to express its opinions regarding National Fuel, and we will continue to keep an 
open mind. However, after careful consideration, the Board believes that the proposals that New Mountain has set forth are flawed by 
inadequate analysis, and are not in the best interests of all of National Fuel’s shareholders at this time.  

   

              
    Respectfully,     
               
    NATIONAL FUEL GAS COMPANY     
    Board of Directors     
               
     By:   /s/ P. C. Ackerman     
         P. C. Ackerman     
         Chairman and CEO     
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IMPORTANT INFORMATION AND WHERE TO FIND IT In  connect ion with i ts 2008 Annual Meeting , Nat ional Fuel Gas Company wil l be filing a proxy s tatement, WHITE p roxy card and  other materials with the U.S. Securities and  Exchange Commission ("SEC").  We urge investors to read the proxy s tatement and these other materials careful ly when they  become avai lable, because they will  contain importan t information abou t National Fuel Gas Company and the matters to  be considered at its annual meeting. Investors may contact Morrow & Co., L LC, National Fuel Gas Company 's p roxy advisor fo r the 2008 Annual Meeting, at (800) 252-1959 or by email at n fg info@morrowco.com. Investors may also obtain a free copy of the p roxy statement and other relevant documents when they become available as well as  other materials filed with  the SEC concerning N at ional Fuel Gas Company  at the SEC's website at http://www.sec.gov <http:/ /www.sec.gov/> . Free copies of National Fuel Gas Company's SEC fi lings are also  avai lable on National Fuel Gas Company's website at http:/ /www.nationalfuelgas.com <http:/ /www.nationalfuelgas.com/> . These materials and other documents may also be obtained  fo r free from: Secretary , Nat ional Fuel Gas Company, 
6363 Main Street,  Wi lliamsvi lle, New York 14221, (716) 857-7000. CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE SO LICITATION National Fuel Gas Company and i ts directors are, and certain of its  officers and employees may be deemed to be, participants in  the sol icitation of proxies from National Fuel Gas Company's stockholders with respect to the matters cons idered at Nat ional Fuel Gas Company's 2008 Annual Meeting. Information regarding these directors, and  these certain  officers and emp loyees, is  included in the solicit ing material  on Schedule 14A filed  with  the SEC on  December 12, 2007 and on National Fuel Gas Company's website at http ://ww w.nationalfuelgas.com <http://www.nationalfuelgas.com/> . Security holders can  also ob tain in fo rmation with respect to  the ident ity of the participants  and potent ial participan ts in  the sol icitation and a description of their direct or indirect interests, by  securi ty holdings or otherwise,  fo r free, by contacting: Secretary , National Fuel Gas Company, 6363 Main  Street, Wil liamsvil le, New  York 14221, (716) 857-7000. More detai led information with respect to the ident ity o f the part icipants , and their direct or indirect interests , by security hold ings or otherwise, wi ll be set fo rth in the proxy 
statement and other materials to be filed with the SEC in connection with National Fuel Gas Company's 2008 Annual Meet ing. Important Additional Information 



   

  
Topics Introduction  Shareholder Return Considerations Appalachian E&P Strategy MLP Assessment Add itional  Asset Review Summary 



   

  
Situation  Overv iew Nat ional Fuel is current ly the target of hedge fund shareholder New Mountain Vantage (NMV) NMV is a hedge fund only and has no  prior oil  and gas operational  experience, E&P, p ipeline, storage, or gas LDC expert ise First invested in National Fuel in February 2006 Current ly, NMV is Nat ional Fuel's largest shareholder (9.7% stake (1)) NMV has made three operational  recommendations and has indicated that i t in tends to propose i ts own slate of directors at  Nat ional Fuel's 2008 Annual Meet ing (1) Includ ing CalPERS pos ition 



   

  
NMV Operational Proposals NMV's campaign is based  on th ree operat ional recommendat ions to National Fuel: Develop  a plan to max imize value of National Fuel's  Appalachian explo ration and product ion ("E&P") assets  Explo re Master L imited Partnership ("MLP") structure for Nat ional Fuel's E&P (California, Appalachia) and pipeline and s torage ("P&S") assets Explore the sale of what i t deems to be National Fuel 's "non- core" operations 



   

  
National Fuel Conclus ions Appalach ian E&P National Fuel has an aggressive and w el l thought-out long-term strategy for develop ing i ts Appalachian p ropert ies that relies  on our experience and  proprietary  knowledge o f our acreage A s ignificant modificat ion to that p lan, as suggested by NMV, wou ld provide no short-term bonanza fo r investo rs , and would ult imately  erode the long-term value of the assets  MLP Assessment NMV's proposals to restructure National Fuel by financially engineering  its E&P assets, and /or its P&S assets, into MLPs are s imi larly founded on insufficient analysis  of incomplete data After a thorough analysis of real data, we have concluded - with the concurrence of Morgan Stanley - that MLPs are not an  attractive financial or strategic alternative fo r National Fuel at this t ime Add itional Asset Review National Fuel has undertaken a rev iew of those assets that NMV view s as "non-core" The Company has concluded that NMV 's p roposals would resul t in  no significant incremental  benefit  to N at ional Fuel's shareholders and has determined (1) not to sell  its  core energy marketing segment, (2) to ho ld its timber assets available for the right potential  opportunity , and (3) to actively consider the future o f i ts small landfill  gas business After careful 
considerat ion,  the Board bel ieves that the proposals  NMV has put forth  are flawed  by inadequate analys is and are not in the best interests  of Nat ional Fuel's shareholders at this  time 



   

  
National Fuel: A Track Record Of Ou tstanding Returns National Fuel's  co rporate ob ject ive is to grow shareholder value through timely investment in the energy industry,  as  an  integrated company  with complementary business segments  that over the long run  resu lt in more consistent earnings and returns than  a special ized  energy company Disciplined leadership by National Fuel's  management and board has produced except ional shareholder returns: National Fuel has paid a dividend for 105 consecutive years, and has increased it  annually fo r the last 37  years National Fuel expects to continue its  successes in fiscal 2008, with net income projected at $2 .50 to  $2.70 per di luted share Total  shareholder returns as of Sept. 30 th National Fuel S&P 500 One Year 32% 16% T hree Years 83% 45% Five Years 185% 105% Ten Years 214% 89% 



   

  
Appalachian  E&P Strategy: Aggress ive, Knowledge-Based Approach National Fuel employs an aggressive, knowledge-based approach Max imize well performance by pursuing development opportun ities  at  an  informed pace and  in a manner consistent with more than 125  years o f experience in i ts acreage in general and the relevant formations in particular Uti lize proprietary  database wh ich is unmatched by  others in  the industry 2007 dril ling results  demonstrate management's  skill in  timely plann ing and execution Drilled  233 wells, a 53% increase from 2006  Increased  proved developed and total p roved Appalach ian reserves by  20% and 33%, respectively, over 2006 levels Improved estimated ult imate recovery (EUR) per wel l from 70  MMCFE in 2006 to 97 MMCFE in 2007 Emerged as one of the most active drillers in Appalachia with a drill ing pace of 25 wells per 100,000 acres (exceeds Equitable, D omin ion and Chesapeake) Appalachia offers  tremendous upside potential  for shareholders National Fuel is dedicating significant resources to  pursuing the opportuni ties in both the Devonian  Sandstone and Marcel lus  Shale formation 



   

  
National Fuel's development plan is designed to maximize shareholder value for all  shareho lders The plan increases dril ling  pace whi le controll ing: Wel l quali ty (maximize reserves per well) Cap ital expenditures per producing  wel l Time to first  production for each new well  Nat ional Fuel ant icipates dril ling  280 wells and 350 wells in the Appalachian shallow  Devonian formation in  fiscal  years 2008 and 2009, respectively  Nat ional Fuel's strategy and  development plan is based on i ts p roprietary data, its ongoing geolog ic work, and the extensive knowledge and expert ise of bo th its long- time and its newly-added Appalachian  geologists  and engineers The plan also integ rates the resu lts of each new well into the overal l geolog ic interpretation  in order to reduce the likelihood of dril ling  sub-economic wells  So long as Nat ional Fuel cont inues to follow this strategic plan , the Company is confident that i t wil l continue to enhance the value of i ts Appalachian p ropert ies Appalachian E&P Strategy: Aggressive, Knowledge-Based Approach 



   

  
Appalachian  E&P Strategy: Aggress ive, Knowledge-Based Approach National Fuel plans to continue its  exploration of the deeper Marcellus Shale through its joint  venture with EOG Resources The Company expects to  drill  18 wells , including 10 horizontal  wells,  in the Marcellus Shale formation in fiscal year 2008 Expects to have results for three vert ical  and three horizontal wel ls by  early 2008 The Company  intends to provide regular updates concerning its p rogress, however, neither National Fuel nor EOG wi ll d isclose technical o r competit ive details  Marcellus Shale presen ts a significant opportuni ty for National Fuel, although i ts economic viabil ity has not yet been determined 



   

  
Appalachian  E&P Strategy: Aggress ive, Knowledge-Based Approach 2004 2005 2006 2007 2008* 51 83 152  233 280 National Fuel has sign ifican tly increased its Appalachian dri lling act ivity to capital ize on high natural gas p rices National Fuel remains focused on maximizing  returns by d ri lling at a pace that allows: Integration  of new drill ing data Pipeline and infrastructure expansion for immediate tie-in of new wells  Compound Annual Growth Rate 66% Wells D ri lled * N at ional Fuel 2008 forecast 



   

  
Range Cabo t Seneca (NFG) Equitable Dominion Chesapeake Well Dril led 30 28  25 20 12 10 Operator Wells  Drilled per 100,000 acres Seneca is one of the most active drillers in Appalachia *National Fuel actual , others from individual company disclosures and analysts' estimates Appalachia Drill ing A ct ivity Wel ls per 100 ,000 acres drilled*  Appalach ian E&P Strategy: Aggress ive, Know ledge-Based Approach 



   

  
2007 dri lling results  demonstrate the effect iveness o f management's  aggressive, knowledge-based  approach Dril led 233 wel ls (53% increase over '06 ), while improving EUR per wel l Replaced 530% of 2007 Appalachian  production Increased Proved  Developed reserves by approximately 20% Increased total Proved reserves by approximately 33% 2007 dri lling program had an est imated IRR of more than 30% (1) Increased daily production from 16.6 MMCFED (Sep '06 ) to 20 MMCFED (Sep '07), a 20% increase (1 )Economics based on NYME X pricing o f $7/MCF and $70/BBl Appalachian E&P Strategy : Aggressive, Knowledge-Based Approach 



   

  
2005 2006 2007 Avg EUR/Well  57 70 97 Wells D ri lled 83  152 233 National Fuel has been  able to improve the average reserves per well  while s igni ficant ly increasing  wel l count This  has been  accompl ished through add itional staffing,  a p ruden t rate of drilling and the continuous integrat ion of new  wel l data Appalachian E&P Strategy: Aggressive, K nowledge-Based Approach 



   

  
National Fuel ATN E QT RRC Nat ional Fuel 2007 Reserve Growth '04 -'06 0 .02 0.08 0.09 0 .11 0.2  0 0 0 0 0.13 2004-2006 CAGR as Presented by  NMV National Fuel 2007  Reserve Growth was far superior to  industry averages p resented by NMV Proved Undeveloped Reserves PDP Reserve Growth Appalachian E&P Strategy: Aggressive,  Knowledge -Based Approach 33% 



   

  
Appalachian  E&P Strategy: Upper Devonian  Stratigraphy 16 Significant geologic complex ity:  conform Sands dramatically thin & thicken across the area Wide variabil ity  in terms of reserves /  wel l Detailed mapping  necessary to  maximize EUR/wel l Maps must be continually updated to reflect  well results Map shows Total Sand Thickness: CI 10' 



   

  
National Fuel is focused on max imizing returns on its  investment with the drilling program Increas ing dri lling too  rapidly can cause average wel l recoveries to decline and wi ll cause a delay in fi rs t product ion Base Case assumptions: In 2007 National Fuel experienced: Wel l cost $200,350 EUR: 97 MMCFE Net Revenue Interest: 94% Upper Devonian Cases 5 6 7 8 Base Case-Nat ional Fuel 2007 0.15  0.24 0 .33 0.45 20% Low er EUR 0.08 0.14 0.2 0.28 20% Lower EUR and  6 Month Production Delay 0.07  0.12 0 .17 0.23 Appalachian Well Economics Appalachian  E&P Strategy: Aggress ive, Knowledge-Based Approach 



   

  
MLP Assessment Historically , most pub licly -traded companies that fo rm capt ive Master Limited  Partnerships (MLP) have done so fo r one or more of the following reasons: To achieve a more attract ive valuation than they are current ly being given  in the public market To capture tax advantages To ob tain a pub licly -traded currency  with  which to  pursue growth through acqu isit ions To raise cap ital to fund other p ro jects at the parent level o r to pay down debt 



   

  
MLP Assessment National Fuel has considered the MLP structure for more than  ten years  and  engaged  Morgan Stanley and Andrews Kurth several mon ths ago  to explore the speci fic impl icat ions of an MLP for its Cali forn ia E&P assets  and  its  Pipeline & Storage (P&S) business National Fuel provided its advisors with i ts internal  earnings forecasts and the speci fics  of the tax basis in  its assets Morgan  Stanley  analyzed the pro forma impact of both MLPs, taking in to account current and projected valuation metrics , optimal asset transfer schedules and various uses of proceeds Andrews Kurth  provided guidance regarding  the specifics of the legal  structure and the tax  aspects of the transactions National Fuel and its advisors also cons idered  an MLP of the Company 's Appalachian E&P assets 



   

  
MLP Analysis National Fuel used accurate and current projections that are the basis for its  internal long-term forecast E&P project ions used in ternal  estimates of production profile, capital  expenditu res and operating expenses over the ful l li fe o f the assets P&S projections used  internal estimates of vo lumes,  tari ffs  and expenses through 2012 with growth assumptions thereafter The team analyzed MLP IPO s and subsequent asset transfers under various scenarios Valuation of NFG MLPs at IPO and post-IPO was based on  cu rrent publicly traded  MLP valuations The team reviewed the expected impact on National Fuel's  future earnings and cash flow s and analyzed  various uses of cash proceeds After-tax net present value to National Fuel was assessed assuming  Cali fo rnia E&P assets and P&S business were fully contributed to  capt ive MLPs over t ime 



   

  
Current MLP Conclus ions After a thorough analys is and with the concurrence of its adv isors, Nat ional Fuel has concluded that forming an MLP of ei ther the Cal ifornia E&P assets or the P&S business wou ld no t create addit ional shareholder value,  and  would  in fact  entail s igni ficant cost and risk No benefit to National Fuel 's EPS or after-tax NPV  The relatively low tax basis of National Fuel 's assets (especial ly P&S) makes income taxes a sign ifican t negative National Fuel has no  requirement for additional cash from an MLP Nat ional Fuel has no need  for a publicly traded  cu rrency to pursue addit ional acquis itions National Fuel current ly trades in -line with many publicly traded MLPs, making any  potential  value arbitrage unlikely (1) Risk o f potential  operational, regulato ry  and admin istrative impediments Significant t ime and expense involved (1) See Appendix s lide 31  



   

  
Current MLP Conclus ions In  addition to  considering  an  MLP of its Cal ifornia E&P assets , National Fuel also has reviewed the possib ility of forming an MLP with its Appalachian E&P assets National Fuel's  analysis  suggests an ML P of i ts Appalachian E &P assets does not present a compelling opportunity at the p resent time National Fuel believes i ts Appalachian  E&P assets con tain too much "upside" value to risk d ilut ion of its ownership o f the assets through sel ling  an  interest to the pub lic National Fuel 's current Proved reserves in Appalachia are relatively too small  to form a stand-alone MLP with embedded growth that would be meaningful to National Fuel 



   

  
Addit ional Asset Review N at ional Fuel has assessed the strategic and financial  importance of several assets  deemed "non-core" by NMV: Energy Marketing  Strategically aligned with N at ional Fuel's commitment to participate in all  segments  of the natural gas business Timber Assets Integ rated into the Nat ional Fuel asset base Approximately 100 ,000 acres are located in the heart o f Appalach ian drill ing p rogram Landfill  Gas Operations National Fuel is  actively cons idering the future of its landfill  gas bus iness 



   

  
Energy  Market ing (NFR) E nergy  Market ing is carried out by Nat ional Fuel Resources, Inc. ("NFR") Markets  natural gas to industrial, commercial , publ ic au thority and residential  customers Offers competitively priced energy  and energy  management services NFR is strategically aligned with Nat ional Fuel's commitment to participate in all  segments  of the natural gas business The complementary  nature of NFR's  business and other Nat ional Fuel businesses con trad icts NMV's  claim that NFR is  a "non-core" asset NFR earns an  incremental margin  on the commodity s ide of the sale, thus prov iding shareholders with a benefi t that would not otherwise be realized NFR's business is one o f the largest marketers on the Nat ional Fuel u til ity system and  offers po tential growth into markets  beyond the Company's core system Expanding  its  presence in the contiguous LDC markets  to the east served by National Grid, New York State Electric & Gas, and Rochester Gas & Electric The Company does not believe that a sale of i ts energy marketing assets could be accomplished at the multiples assumed by N MV NFR enjoys cons istent and strong financial results with only a modest capi tal investment by National Fuel 



   

  
Timber Assets Timber activities  carried out by Highland Forest Resources,  Inc. and  the Northeast Divis ion of Seneca Resources Corporation Markets include veneer logs, export  logs, sawlogs and green and  kiln  dry lumber Located in the heart of the world's  best source of black cherry  hardwood National Fuel continually reviews and  carefu lly cons iders the best use of its timber assets In 2003, National Fuel exchanged about hal f o f i ts t imber assets  to acquire the Empire State Pipel ine in a tax -advantaged transaction National Fuel owns the oil  and gas righ ts underlying 90% of its timber acreage The t imber asset has become valuable since it  ex ists as a by-product of the Company's land holdings that support its Appalachian E&P, P&S and Ut ility operations Ownership  of surface rights and private roads facili tates drill ing,  gathering, processing and transporting  gas on this acreage The kind of greenhouse gas legislation that becomes law wil l determine whether t imber can be used in  a carbon cred it t rading system Timber occupies a very small  portion of the Company's capital  Consequently, the Company  has no curren t plans to sel l Timber but remains alert to advantageous opportunities  



   

  
Land fi ll Gas Land fi ll Gas business is carried out by Horizon L FG, Inc. Owns and operates short-distance landfil l gas pipeline compan ies that purchase, process, transport and resell landfill  gas to customers in six  states As with  timber, the kind  of greenhouse gas legislation that becomes law will  determine whether land fi ll gas can be used in a carbon  credit  trading system Landfill gas is recognized as a renewable, "green" energy  that has environmental and  economic benefits  including: Reduced greenhouse gas emissions Improved local  air quality Reduced land fi ll odors Increased energy securi ty by  relying on a locally availab le fuel  source Horizon is  an attractive, yet smal l component of the Company's  overall  asset base Contributes pos itively to  net income and  occup ies a very  small  portion of management's time and the Company's capital  The Company is current ly in  the process of determining whether to add to  its  asset pos ition or to  sell these assets National Fuel will  publ icly disclose i ts conclus ion once one has been reached 



   

  
Summary Bu ilding on  the Company's track record of delivering superior retu rns to shareholders , the Board and  management of National Fuel continually look to improve the Company's performance and  fu rther d rive growth for shareholders N at ional Fuel maintains an active investo r relations function, including regular meet ings with  shareho lders: Management has met and  spoken with NMV frequent ly to gain an understanding of their perspect ive and ideas. In 2007, National Fuel senior management met personally w ith NMV three times and had a number o f telephone conversations. NMV  also addressed the ful l Board in person Management has done its best to  educate NMV and other shareholders abou t National Fuel 's business and the real  opportunit ies and risks of different strategies for the Company's  fu ture We appreciate that NMV is l imited to  publicly available info rmation , but we are troubled by New Mountain's continuing  refusal to share with  us the Schlumberger data, persisting to claim the po tential for a bi llion dol lar opportun ity w hile ignoring the wel l data we have been  disclosing since New Mountain first  met with management, and claiming selected ML P data as comparable whi le discarding  relevant examples The Board  respects NMV's right as a 
shareholder to express i ts op inions regarding National Fuel and it  will  continue to keep an open mind After careful considerat ion, the Board believes that the p roposals NMV has pu t forth are flawed by inadequate analysis, and are not in the best interests o f al l of National Fuel 's shareholders  at  this time 
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National Fuel (Seneca) is the Most Act ive Driller in Its Part of the Appalachian Basin Seneca East Catalys t PGE Pc Expl At las Wel l Dril led 240 124 69 68 51 45 National Fuel (Seneca) was the leading driller in 2007  in the 4  county area w here the company is active: Wel ls Spud 1/1/07 - 11/20 /07* Seneca 240 East Resources 124 Catalyst  69 PGE 68 Pc Expl 51 Atlas Resources 45  * Sources: PA Department of Environmental Protection and Seneca internal data 



   

  
Seneca Marcellus  Shale Activity  Seneca/EOG joint venture dri lled 3 vertical w el ls and one horizontal in 2007  (locat ions shown as red s tars) 18 Marcel lus wel ls (10 horizontal) planned for fiscal 2008 Additional ups ide potent ial in  other deep horizons, includ ing Onondaga, where Seneca is  producing 500 mcfd (250  mcfd net to  its  50% ownership) from a recent discovery  SRC minerals in yellow (860,000  Acres contributed to AMI*) EOG minerals in blue (145 ,000 Acres contribu ted to AMI*) * Area of Mutual Interest 



   

  
2004 2005 2006 2007  BCFE  3.7 5.6  11.2 20.8 Wells  51 83 152 233  Fiscal Year Reserves Added by Drill ing Wells Drilled  per Y ear Appalachian Reserve Statis tics (Reserves Added by Drill ing - excludes PUDS) Appalachian E&P Strategy: 



   

  
(1) EBITDA per IBES-published composites of Wal l Street equity research analyses, includ ing $639 mi llion for the Company  which is  more than the Company's projected 2008 net income range of $214 - $232 mill ion - see s lide 32  (2 ) MLPs Include LINE, ATN, BBEP,  CEP, LGCY, EVEP, ENP, VNR; C-Corps Include NBL, PXP, PXD, RRC, DNR,  NFX, FST, XCO, CXG, HK, CLR, COG, XEC, SM, WLL,  EAC, BRY, CRK, VQ, SFY, BDE, GDP and ROSE (3) MLPs Include EPD,  KMP, ETP, OKS, EEP, DEP, BWP, SEP, TCLP, APL, CPNO , XTEX, WPZ, RG NC, EROC, NGLS, MWE, DPM,  HLND, PAA, TPP, N S, MMP, BPL, SXL, G EL, HEP, SGLP, G LP and T LP; C-Corps Include TRP, ENB, SE, OKE, SUG, WMB, EP, STR,  EQT and EGN Data as of December 10, 2007 Aggregate Value / 08E  EBITDA (1) * Average C-Corp Mult iple Average MLP Multiple NFG Aggregate Value / 08E EBITDA 6.5 9 .1 7.8 10.1 0.0  2.0 4.0  6.0 8.0  10.0 12.0 E&P Midstream 8.3x (2) (3) Valuation Arbit rage 



   

  
EBITDA EBITDA is earnings before interest, taxes, depreciation  and amortization For fiscal  2008,  Nat ional Fuel's EBIT DA is est imated by IBES to be $639 mill ion, wh ich is more than National Fuel's  projected  2008 net income range of $214 mil lion to $232 mill ion National Fuel believes that the use o f EBITDA on  the previous slide is more appropriate than using earnings because: EBITDA approximates the cash generated by ML Ps,  and  is therefore widely used by analysts who  fo llow MLPs MLPs disclose their own EBITDA figu res in their offering documents, which are subject to SEC regulation MLPs are typically valued in  the market based on  their cash dis tribut ions 



   

  
Ing redients for a Successful MLP High quality parent company /  financial sponsor committed  to growing MLP Requires third-party  acquisit ions where embedded /  organic growth  are insufficien t Quarterly cash dis tribut ions shou ld never decrease Any depreciat ion /  depletion of underlying assets  should be offset to  maintain MLP performance MLP investo rs  increasingly focused  on long-term dis tribut ion grow th Vis ibil ity  of fu ture growth required for premium present valuation E nvironment Continuation  of at tract ive valuations needed to p reserve low cost of equity Favorable tax  treatment / regulatory environment Growth  Stabi lity Strategy 



   

  
Risks Inheren t to  MLPs Sensit ivity to Interest Rates Investors have historical ly weighed  MLP yields relat ive to other avai lable rates of return Macro  economists are predict ing ongoing volat ility in rate environment Lack of Liquidi ty MLP units  are primari ly a retai l security Lack of t rading volume magn ifies impact of sign ifican t buy ing /  selling External Financing  Requirements Payout o f 100% of "available cash" necess itates external financing of all growth in itiatives Capital markets disrupt ions can impede growth  and reduce value Administrative Burden ML P IPO creates new pub lic entity with ongo ing SEC report ing obligat ions, Sarbanes-Oxley compl iance costs and d isparate equ ity holder base Distraction of management's t ime / atten tion  from core business Political Risk Treatment of "qualifying income" under Internal Revenue Code is  subject to reversal FERC / state regulato ry  commissions could  take posi tions adverse to MLPs Business Risk Sustained favorable energy  environment has supported MLP valuat ions Reduced tariff rates / commodity prices could resul t in  inabil ity to maintain distributions 



   

  
Forward-looking Statements  Certain s tatements con tained herein, including  statements  regarding future financial and operating performance and condition , as well as s tatements that are identified by the use of the words "ant icipates," "estimates," "expects," "forecasts," " intends," "plans, " "p redicts," "projects," "believes," "seeks," "will " and "may" and simi lar express ions, are "forward-looking statements" as defined by the Private Securi ties Li tigation Reform Act of 1995 . Forward -looking statements involve risks and uncertaint ies which cou ld cause actual  results  or outcomes to di ffer materially  from those expressed in the forward -looking statements. The Company's  expectations, bel iefs  and projections contained herein are expressed  in good faith and  are believed to have a reasonable basis, but there can be no assurance that such expectations, beliefs or projections wi ll resul t or be achieved or accomplished . In addit ion to other factors, the following  are important factors that could cause actual results to d iffer materially from those discussed in the forw ard-looking statements:  changes in economic conditions, including economic d isrupt ions caused by terro rist activ ities,  acts  of war o r major accidents; changes in demographic patterns and weather conditions, including 
the occurrence o f severe weather such as hurricanes; changes in the avai labili ty and/or price o f natural  gas or oil  and the effect o f such changes on the accounting treatment of derivat ive financial instruments or the valuation  of the Company's natu ral gas and  oil  reserves; uncertainty of oil  and gas reserve est imates; ab ili ty to  successfully identi fy , drill  fo r and  produce economically v iable natural gas and oil reserves; significant changes from expectations in the Company 's actual p roduction  levels for natural gas o r o il;  changes in the availab ility and/o r p rice of derivative financial  ins truments ; changes in  the price differentials between various types of o il; inabili ty to obtain new customers or retain exist ing ones; significant changes in competi tive factors affecting  the Company; changes in laws and regu lations to which the Company  is subject, including  changes in tax,  environmental , safety and employment laws and regulations; governmental/ regu latory act ions, ini tiatives and proceedings, including those invo lving acqu isit ions, financings, rate cases (which address, among other things, allowed rates o f return, rate design and retained gas), affi liate relationships, industry s tructure, franchise renewal, and environmental/safety requirements; unan ticipated impacts of 
restructuring initiat ives in  the natural gas and electric industries ; significant changes from expectations in actual  capi tal expenditures and operat ing expenses and unanticipated project delays o r changes in project costs or plans; the nature and p ro jected profi tabil ity o f pending and  potential  projects and o ther investments,  and the abil ity to obtain necessary governmental approvals  and permits; occurrences affecting the Company 's abi lity to obtain funds from operations, from borrowings under our credit  lines or other credi t facil ities  or from issuances of other short-term notes o r deb t or equity securities to finance needed capital  expenditu res and other investments , includ ing any downgrades in the Company's credi t rat ings; abil ity to successfully ident ify and finance acquisit ions or other investments  and abili ty to operate and integrate ex ist ing and any subsequent ly acquired bus iness o r p ropert ies; impairments  under the SEC's ful l cost ceil ing test for natural gas and o il reserves; significant changes in tax rates or pol icies or in rates o f inflation  or interest;  sign ifican t changes in the Company's relat ionship with i ts emp loyees or contractors and the potential  adverse effects  if labor disputes, grievances o r shortages were to occur; changes in accounting principles or the appl icat ion 
of such princip les to the Company; the cost and effects  of legal and adminis trat ive claims against the Company; changes in actuarial  assumptions and the return on assets with respect to  the Company's retirement p lan and post-reti rement benefi t plans; increas ing health care costs and  the resulting effect on  health insurance premiums and  on the obligat ion to provide post-reti rement benefi ts; or increasing costs of insurance, changes in coverage and the abil ity to obtain insurance. The Company disclaims any ob ligation to  update any forward -looking statements to reflect events  or circumstances after the date hereof or to reflect  the occurrence of unanticipated even ts. 



   



   

Exhibit 99.3 

National Fuel Gas Company Recaps Track Record of Outstanding Returns and  
Knowledge-Based Approach to Building Shareholder Value:  

National Fuel Files Response to New Mountain Capital with the SEC  

(December 12, 2007) Williamsville, New York: The Board of Directors of National Fuel Gas Company (NYSE: NFG) (“National Fuel” or the 
“Company”) yesterday sent a letter to New Mountain Vantage Advisers, L.L.C. (“NMV” or “New Mountain”) that includes a detailed review 
of the Company’s ongoing efforts that have steadily enhanced shareholder value, provides the rationale behind National Fuel’s Appalachian 
strategy, discusses master limited partnership (“MLP”) considerations and its review of its additional assets. This letter was sent in response to 
earlier correspondence from New Mountain, which included suggestions for making fundamental changes to the structure and strategy of the 
Company. The Company has concluded, after thorough analysis, that New Mountain’s proposals are not in the best interests of its shareholders. 

     In its letter, the Company points out the rather peculiar circumstances of a shareholder challenging the management of a company that has 
not only maintained, but grown, shareholder value, whether results are looked at over one, three, five or 10 years. Likewise, the Company 
noted New Mountain’s lack of real experience in managing assets in the energy industry and lack of access to National Fuel’s proprietary 
information, and questioned the thoroughness of New Mountain’s analysis and the wisdom of its conclusions. In its letter to New Mountain, the 
Company has summarized its long-term business strategy, its pattern of creating and sustaining shareholder value and its analysis of each of the 
propositions offered for changing the structure of the Company. The following is a synopsis of each of those items and, incorporated into this 
news release, the complete response, as sent.  

Ongoing Creation of Shareholder Value:  

-more-  
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  � � � �   During the past fiscal year, and three, five and 10 years, National Fuel shareholders have enjoyed total returns that far exceed returns 
of the S&P 500 during those same time periods. 

  

  � � � �   The Company anticipates continued success in fiscal 2008, with earnings currently projected to be in the range of $2.50 to $2.70 per 
diluted share. 
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National Fuel has developed and is executing a highly successful exploration  
and production strategy for its assets in the Appalachian basin. New Mountain  

has criticized the Company’s pace for its exploration and production  
activity in this region.  

The Company has completed a rigorous analysis of the prospect of forming Master Limited  
Partnerships (MLPs) for certain of its business segments. The Company and its top-tier  
financial advisor have concluded that MLPs would not be beneficial to the structure of  

National Fuel at this time.  

-more-  

   

  � � � �   National Fuel’s aggressive and knowledge-based, long-term strategy for developing its Appalachian properties has yielded results that 
validate management’s approach. Additionally, the Company – one of the most active drillers in its part of the Appalachian Basin – 
has increased the number of wells it has drilled in the region every year since 2004 and plans to continue accelerating its Appalachian 
drilling activities. 

  

  � � � �   New Mountain claims that an even greater increase in the pace of drilling could add $1.1 billion in value. New Mountain’s claims are 
based on the work of its energy consultant Schlumberger Data & Consulting Services (“Schlumberger”), which utilized limited 
publicly available data and was, by its own admission, a “50,000-foot view.” The Company believes it is extremely misleading to use a 
$1.1 billion figure, which, although attractive on its face, is not adjusted to fully reflect a real-world expected value once all of the 
risks inherent in such a drilling program are taken into account. 

  

  � � � �   The key difference between National Fuel’s business strategies and New Mountain’s proposals is that the Company’s plans are based 
on thorough analysis of real data about its real assets. National Fuel’s strategy recognizes the complex and variable geology of the 
Appalachian Basin and the need to incorporate all available data (including data to come from wells not yet drilled) in order to 
optimize the locations of future wells. 

  

  � � � �   Drilling too many wells too rapidly would likely cause average well recoveries to decline, lead to a delay in first production and, 
significantly, reduce the net present value of this asset, as compared to continuing National Fuel’s strategy of development at a 
knowledge-based pace. 

  � � � �   New Mountain’s proposals to restructure National Fuel by financially engineering its Exploration and Production (“E&P”) assets, 
and/or its Pipeline and Storage (“P&S”) assets into MLPs are similarly founded on insufficient analysis of unsubstantiated 
assumptions. 
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There would be no significant incremental benefit to National Fuel’s shareholders from the  
disposition of the Company’s Energy Marketing, Timber and  

Landfill Gas assets as proposed by New Mountain.  

     In its letter, the Company’s Board of Directors states that following a very detailed process in which the Board carefully evaluated New 
Mountain’s claims and proposals, it has concluded that, although the Board “respects New Mountain’s right as a shareholder to express its 
opinions regarding National Fuel...after careful consideration, the Board believes that the proposals that New Mountain has put forth are flawed 
by inadequate analysis, and are not in the best interests of all of National Fuel’s shareholders at this time.”  

     Although the Company disagrees with New Mountain’s proposals, the Board reiterated its ongoing commitment to acting in the best 
interests of all shareholders. “Consistent with our track record of delivering significant value to our shareholders, the Board and management of 
National Fuel continually look to improve the Company’s performance and further drive growth.”  

     National Fuel is an integrated energy company with $3.9 billion in assets comprised of the following five operating segments: Utility, 
Pipeline and Storage, Exploration and Production, Energy Marketing, and Timber. Additional information about National Fuel is available on 
its Internet Web site: www.nationalfuelgas.com or through its investor information service at 1-800-334-2188.  

-more-  

   

  � � � �   Historically, most publicly traded companies that form captive MLPs pursue the MLP structure to: (i) achieve a more attractive 
valuation than they are currently receiving in the public market, (ii) capitalize on tax advantages, (iii) obtain an alternative publicly 
traded currency with which to pursue growth through acquisitions, and/or (iv) raise capital to fund other projects at the parent level or 
to pay down debt. These drivers are less applicable to National Fuel than to other energy companies that have formed MLPs. 

  

  � � � �   After a thorough analysis of real data, the tax attributes of the underlying assets and the MLP-specific accounting issues, the Company 
has concluded — with the concurrence of its top-tier financial advisor, Morgan Stanley — that MLPs would not constitute an 
attractive financial or strategic alternative at this time and would, in fact, entail significant cost and risk. Among other things, National 
Fuel’s low tax basis leads to a tax liability, which significantly negates the potential value of an MLP. 

  � � � �   The Company has determined not to sell its core energy marketing segment, holds its timber assets available for the right opportunity, 
and is actively considering the future of its small landfill gas business. Selling these assets at this time would not result in a significant 
incremental benefit to shareholders. 
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Certain statements contained herein, including statements regarding future financial and operating performance and condition, as well as 
statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” 
“projects,” “believes,” “seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private 
Securities Litigation Reform Act of 1995. Forward-looking statements involve risks and uncertainties which could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. The Company’s expectations, beliefs and projections 
contained herein are expressed in good faith and are believed to have a reasonable basis, but there can be no assurance that such expectations, 
beliefs or projections will result or be achieved or accomplished. In addition to other factors, the following are important factors that could 
cause actual results to differ materially from those discussed in the forward-looking statements: changes in economic conditions, including 
economic disruptions caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, 
including the occurrence of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of 
such changes on the accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; 
uncertainty of oil and gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil 
reserves; significant changes from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability 
and/or price of derivative financial instruments; changes in the price differentials between various types of oil; inability to obtain new 
customers or retain existing ones; significant changes in competitive factors affecting the Company; changes in laws and regulations to which 
the Company is subject, including changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory 
actions, initiatives and proceedings, including those involving acquisitions, financings, rate cases (which address, among other things, allowed 
rates of return, rate design and retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety 
requirements; unanticipated impacts of restructuring initiatives in the natural gas and electric industries; significant changes from expectations 
in actual capital expenditures and operating expenses and unanticipated project delays or changes in project costs or plans; the nature and 
projected profitability of pending and potential projects and other investments, and the ability to obtain necessary governmental approvals and 
permits; occurrences affecting the Company’s ability to obtain funds from operations, from borrowings under our credit lines or other credit 
facilities or from issuances of other short-term notes or debt or equity securities to finance needed capital expenditures and other investments, 
including any downgrades in the Company’s credit ratings; ability to successfully identify and finance acquisitions or other investments and 
ability to operate and integrate existing and any subsequently acquired business or properties; impairments under the SEC’s full cost ceiling 
test for natural gas and oil reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant changes in the 
Company’s relationship with its employees or contractors and the potential adverse effects if labor disputes, grievances or shortages were to 
occur; changes in accounting principles or the application of such principles to the Company; the cost and effects of legal and administrative 
claims against the Company; changes in actuarial assumptions and the return on assets with respect to the Company’s retirement plan and post-
retirement benefit plans; increasing health care costs and the resulting effect on health insurance premiums and on the obligation to provide 
post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company disclaims any 
obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events.  

-more-  
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IMPORTANT INFORMATION AND WHERE TO FIND IT  

     In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”).  We urge investors to read the Proxy Statement and these other 
materials carefully when they become available, because they will contain important information about National Fuel Gas Company and the 
matters to be considered at its Annual Meeting.  Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for 
the 2008 Annual Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com.  Investors may also obtain a free copy of the proxy 
statement and other relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel 
Gas Company at the SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on 
National Fuel Gas Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free 
from: Secretary, National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000.    

CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

     National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the 
solicitation of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 
2008 Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

-more-  

   

          
Analyst Contact:    James C. Welch   (716) 857-6987 
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The following is the letter, as sent to New Mountain, including the required proxy solicitation  
information and language on forward-looking statements.  

IMPORTANT INFORMATION AND WHERE TO FIND IT  

     In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”).  WE URGE INVESTORS TO READ THE PROXY STATEMENT 
AND THESE OTHER MATERIALS CAREFULLY WHEN THEY BECOME AVAILABLE, BECAUSE THEY WILL CONTAIN 
IMPORTANT INFORMATION ABOUT NATIONAL FUEL GAS COMPANY AND THE MATTERS TO BE CONSIDERED AT ITS 
ANNUAL MEETING.  Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for the 2008 Annual 
Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com.  Investors may also obtain a free copy of the proxy statement and other 
relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel Gas Company at the 
SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on National Fuel Gas 
Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free from: Secretary, 
National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000.  

CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

     National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the 
solicitation of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 
2008 Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

FORWARD-LOOKING STATEMENTS  

Certain statements contained herein, including statements regarding future financial and operating performance and condition, as well as 
statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” 
“projects,”  

-more-  
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“believes,” “seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private Securities Litigation 
Reform Act of 1995. Forward-looking statements involve risks and uncertainties which could cause actual results or outcomes to differ 
materially from those expressed in the forward-looking statements. The Company’s expectations, beliefs and projections contained herein are 
expressed in good faith and are believed to have a reasonable basis, but there can be no assurance that such expectations, beliefs or projections 
will result or be achieved or accomplished. In addition to other factors, the following are important factors that could cause actual results to 
differ materially from those discussed in the forward-looking statements: changes in economic conditions, including economic disruptions 
caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, including the occurrence 
of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of such changes on the 
accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; uncertainty of oil and 
gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil reserves; significant changes 
from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability and/or price of derivative 
financial instruments; changes in the price differentials between various types of oil; inability to obtain new customers or retain existing ones; 
significant changes in competitive factors affecting the Company; changes in laws and regulations to which the Company is subject, including 
changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory actions, initiatives and proceedings, 
including those involving acquisitions, financings, rate cases (which address, among other things, allowed rates of return, rate design and 
retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety requirements; unanticipated impacts of 
restructuring initiatives in the natural gas and electric industries; significant changes from expectations in actual capital expenditures and 
operating expenses and unanticipated project delays or changes in project costs or plans; the nature and projected profitability of pending and 
potential projects and other investments, and the ability to obtain necessary governmental approvals and permits; occurrences affecting the 
Company’s ability to obtain funds from operations, from borrowings under our credit lines or other credit facilities or from issuances of other 
short-term notes or debt or equity securities to finance needed capital expenditures and other investments, including any downgrades in the 
Company’s credit ratings; ability to successfully identify and finance acquisitions or other investments and ability to operate and integrate 
existing and any subsequently acquired business or properties; impairments under the SEC’s full cost ceiling test for natural gas and oil 
reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant changes in the Company’s relationship with 
its employees or contractors and the potential adverse effects if labor disputes, grievances or shortages were to occur; changes in accounting 
principles or the application of such principles to the Company; the cost and effects of legal and administrative claims against the Company; 
changes in actuarial assumptions and the return on assets with respect to the Company’s retirement plan and post-retirement benefit plans; 
increasing health care costs and the resulting effect on health insurance premiums and on the obligation to provide  

-more-  
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post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company disclaims any 
obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events.  

New Mountain Vantage Advisers, L.L.C.  
c/o New Mountain Capital L.L.C.  
787 Seventh Avenue, 49th Floor  
New York, NY 10019  

Attention: Mr. David M. DiDomenico  

Dear David:  

The Board of Directors of National Fuel Gas Company (“National Fuel” or the “Company”) addresses in this letter the material business issues 
raised in your letter dated September 11, 2007. The Board of Directors is committed to enhancing value for all of National Fuel’s shareholders, 
and we take our fiduciary duties seriously. With the help of our financial and legal advisors, we have been carefully considering your 
suggestions, including several that were already being evaluated by National Fuel prior to New Mountain’s involvement. In this letter, we will 
discuss topics including the ongoing creation of shareholder value, our Appalachian strategy, master limited partnership (“MLP”) 
considerations and the additional asset review. We are also filing today with the Securities and Exchange Commission (“SEC”) a slide 
presentation as part of a Form 8-K Current Report that addresses these matters.  

SHAREHOLDER VALUE CREATION:  
A TRACK RECORD OF OUTSTANDING RETURNS  

As we have shared with the investment community for years, National Fuel’s corporate objective is to grow shareholder value through timely 
investment in the energy industry, as an integrated company with complementary business segments that over the long run result in more 
consistent earnings and returns than those provided by a specialized energy company. For over 100 years this strategy has delivered an elite 
record of dividends complemented by exceptional returns in the last ten years.  

-more-  

   

      
     December 11, 2007 
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The financial community has recognized the sound and disciplined leadership provided by the management and Board of National Fuel, as 
demonstrated by our exceptional shareholder returns. Over the past fiscal year, three years, five years and ten years, shareholders have enjoyed 
overall total returns of 32%, 83%, 185% and 214%, respectively, which far exceeded returns of the S&P 500 of 16%, 45%, 105% and 89% 
over those respective time periods. These outstanding returns are due in part to our payments of dividends to shareholders for 105 consecutive 
years, including dividends that have increased annually for the last 37 years.  

Generally, a dissident shareholder’s primary argument would involve excoriating the target company’s management for either falling stock 
prices or negative returns to shareholders. This proxy contest is unusual because National Fuel’s total returns to shareholders have been 
excellent, both before and after New Mountain became a National Fuel shareholder. The corollary to the usual underperformance argument is 
that the board is not knowledgeable and needs an infusion of expertise. Here, too, the argument would fail because of our uniquely qualified 
Board members, with deep experience in pipelines, gas utilities and exploration and production, particularly in Appalachia.  

As you know, we had a very successful 2007 fiscal year with record earnings which were enhanced by the sale of our Canadian assets at a 
favorable price. We expect to continue that success in fiscal 2008, with earnings currently projected to be in the range of $2.50 to $2.70 per 
diluted share. Our goal is to continue our longstanding record of increasing our dividend and delivering outstanding returns to our shareholders 
in 2008 and beyond.  

APPALACHIAN EXPLORATION & PRODUCTION (“E&P”) STRATE GY:  
DRILLING RESULTS VALIDATE MANAGEMENT’S APPROACH  

The pace of activity in Appalachia is the most significant issue raised by the proposals of New Mountain Vantage Advisers, L.L.C. (“New 
Mountain”). National Fuel has an aggressive and well-planned long-term strategy for developing its Appalachian properties, which relies on 
our experience and proprietary knowledge of our acreage. A significant modification to that plan, as suggested by New Mountain, would not 
only result in no short-term bonanza for investors, but ultimately would even erode the long-term value of the Company’s assets.  

National Fuel has operated in the Appalachian Basin for decades and fully appreciates that its Appalachian property is an attractive asset within 
the Company’s overall portfolio. Since the late 1970s, when the deregulation of wellhead gas prices began, National Fuel has tailored its 
drilling activity mostly to market commodity prices and has continually explored new formations underlying its acreage in Appalachia as 
consistently  

-more-  
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higher pricing and improvements in technology have made those formations economic. At the recent commodity price plateaus, National Fuel 
has increased its drilling pace to a new high. Along with this increased activity, the Company has maintained its focus on maximizing well 
performance by pursuing development opportunities at an informed pace and in a manner consistent with our knowledge of, and experience in, 
our acreage in general and the relevant formations in particular.  

Our drilling results validate management’s ability to plan and execute, and prove that shareholder value is most effectively maximized by an 
aggressive knowledge-based approach.  

National Fuel is one of the most active drillers in Appalachia and the single most active driller in our core area. At 25 wells per 100,000 acres, 
our 2007 Appalachian drilling pace exceeds the per-acre pace of our competitors Equitable, Dominion, and Chesapeake and is close to those of 
Range and Cabot. Moreover, within the four county area of Pennsylvania where National Fuel is most active, we drilled almost twice as many 
wells in 2007 as any of our competitors. Our experience indicates that our drilling pace is appropriate, when considered against the 
activity of our peers. An immediate increase to 600 wells per year on our 940,000 acres, as proposed by New Mountain, would exceed 
industry standards and greatly increase the risk of uneconomic activity.  

The key difference between National Fuel’s business strategies and New Mountain’s proposals is that our plans are based on a 
thorough analysis of real data on our real assets. For example, our Appalachian drilling plans are based on our experience with the extreme 
variability of the shallow producing horizons on our acreage. Highly successful wells with EURs exceeding 300 MMCFE can have adjacent 
offset wells that are subeconomic. In northwestern Pennsylvania, where our acreage is located, wells in one part of a county can have average 
EURs that are twice the average EURs of wells 30  

-more-  

   

  •   The Company has increased the number of wells it has drilled in Appalachia every year since 2004, drilling 233 Appalachian wells in 
2007, a 53% increase over the prior year. 

  

  •   In 2007 the Company also increased proved developed Appalachian reserves by 20% and total proved Appalachian reserves by 33% 
over the prior year. 

  

  •   Notwithstanding the significant increase in drilling activity, the Company has improved its estimated ultimate recovery (“EUR”) per 
well from 70 million cubic feet equivalent (“MMCFE”) in 2006 to 97 MMCFE in 2007. 
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miles away in the same county. In other words, we believe that it would be reckless to embark on a drilling program that failed to take into 
account the complex stratigraphy of the actual geologic formations to be drilled.  

The completion of our reserve and prospective resource study by Netherland, Sewell & Associates (“Netherland & Sewell”) confirms our long-
held belief that, given the size and scope of our Appalachian acreage, we own a very attractive asset, but one that must be developed 
appropriately in order not to destroy shareholder value. Because our acreage is in a part of the Appalachian Basin characterized by complex 
stratigraphy, all available information must be utilized in order to optimize the location of future wells rather than the simpler, essentially 
arbitrary well location methodologies that would be necessary to implement New Mountain’s proposals. Drilling too many wells too rapidly 
would likely cause average well quality to decline, lead to a delay in first production and, significantly, reduce the net present value of assets as 
compared to continuing National Fuel’s strategy of development at an informed pace. We can continue to increase Appalachian drilling activity 
and production, and enhance overall value, if we maintain our aggressive and knowledge-based approach to the development of our acreage.  

Our strategy of development at a knowledge-based pace surely presumes increasing our activity when and where the opportunity arises. In fact, 
we plan to increase our Appalachian drilling at a pace consistent with controlling well quality, capital expenditure per producing well and time 
to first production for each new well. Specifically, we anticipate drilling 280 and 350 wells, respectively, in the Appalachian shallow Devonian 
formations in fiscal years 2008 and 2009. Our strategy and development plan are based on our proprietary data, our ongoing geologic work, 
and the extensive knowledge and expertise of both our long-time and our newly-added Appalachian geologists and engineers. So long as we 
continue to follow this strategic plan we are confident that we can continue to enhance the value of our Appalachian properties.  

We are also ready, willing and able to construct and operate additional gathering, processing and transmission facilities as necessary to bring 
new Appalachian production to market, within the timing and other constraints of applicable laws, rules and regulations. Design and 
construction of infrastructure is not instant, it depends on when, where and how much gas is found, but we are actively pursuing midstream 
opportunities in Appalachia and will continue to do so.  

We also plan to continue our exploration of the deeper Marcellus Shale through our joint venture with EOG Resources (“EOG”), an industry 
leader that has successfully explored, developed, and operated in other shale formations, and continues to gain information from operating in 
other shale formations. To that end, through the EOG joint venture we  

-more-  
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are expecting to drill 18 wells, including ten horizontal wells, in the Marcellus Shale formation in fiscal year 2008. By early 2008, we expect to 
have results for three vertical wells and three horizontal wells on our acreage. Although National Fuel intends to provide regular updates 
concerning its progress in exploring and developing the Marcellus opportunity, it is a highly competitive play and neither National Fuel nor 
EOG will be disclosing technical or competitive details. While the Marcellus Shale may present a significant opportunity for National Fuel, the 
play is still in its early stages and its economic viability on our acreage is not yet determined.  

POTENTIAL VALUE CREATING ANALYSIS  
MUST ACCOUNT FOR APPROPRIATE RISKS  

The Board also believes it is important to address New Mountain’s claim that the model drilling program of its energy consultant Schumberger 
Data & Consulting Services (“Schlumberger”) suggests the possibility of an additional $1.1 billion in value creation from increasing the pace 
of activity in Appalachia. Although New Mountain has refused to provide us with a copy of the report, as we understand from what New 
Mountain has told us, this drilling program would involve a very rapid increase in drilling pace in areas well outside of National Fuel’s 
“proved” reserves, and even beyond the areas containing “probable” or “possible” reserves. As such, the Board believes it is extremely 
misleading to use this $1.1 billion figure which, although attractive on its face, is not adjusted to fully reflect a real-world expected 
value once all of the risks 1 inherent in such a program are taken into account.  

-more-  

   

  •   Exploration and production companies, analysts, and transaction brokers typically apply significant risk discount factors to unproven 
reserves, and ascribe little or no value to any potential beyond possible reserves. 

  

  •   New Mountain itself considers the $1.1 billion figure “strategic and directional”  only and not based on a proven approach. 

  

1   New Mountain’s argument for greatly accelerating National Fuel’s Appalachian activity relies on estimates for “potential” gas resources, 
which is a category that ranks below “proved,” “probable,” and “possible” reserves on the likelihood scale. By rule, the SEC permits only 
“proved” reserves (as defined in Regulation S-X) in documents filed with the SEC, and information about other reserves or resources is 
prohibited in companies’ documents filed with the SEC. While some E&P companies, including National Fuel’s, make informal 
disclosures of probable reserves, potential reserves and/or potential resources, it is important to make the distinction between potential 
resources and reserves. Because the terms “proved reserves,” “probable reserves” and “potential reserves” are defined by the Society of 
Petroleum Engineers, companies generally do not refer to their “potential” resources as “reserves” since that would be inherently 
misleading. Informal disclosures of “probable reserves,” “potential reserves” and “potential” resources merely supplement the SEC-
compliant disclosure filings and cannot themselves be relied upon to draw meaningful conclusions. 
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In effect, New Mountain appears to have said little more than that, if National Fuel were to continue with the strategy it has been pursuing for 
at least four years, namely to drill more Appalachian wells, but to do it much faster and with much better results per well, it would make much 
more money. Simply urging a management team to go faster and do better is not a strategy, it is at best cheerleading. Faster and better is a 
worthy goal, but haste frequently makes waste and in this business returns on capital erode quickly if well costs increase, reserves per well 
decrease or the time between drilling and production lengthens.  

Given New Mountain’s lack of appropriate risk analysis and both New Mountain’s and Schlumberger’s own disclaimers concerning the 
reliability and accuracy of the $1.1 billion figure, the use of that number is, at the very least, misleading. Additionally, we reiterate that, 
despite our requests, New Mountain has refused to disclose either to us or to National Fuel’s other shareholders the actual 
Schlumberger report on which New Mountain’s claims are based.  

MASTER LIMITED PARTNERSHIP (“MLP”) ASSESSMENT:  
UNCLEAR BENEFITS WITH SIGNIFICANT COST AND RISK  

New Mountain’s proposals to restructure National Fuel by financially engineering its Exploration and Production (“E&P”) assets, and/or its 
Pipeline and Storage (“P&S”) assets, into MLPs are similarly founded on insufficient analysis of incomplete data. After a thorough analysis of 
real data, we have concluded — with the concurrence of our top-tier financial advisor, Morgan Stanley - that MLPs are not an attractive 
strategic or financial alternative for National Fuel at this time.  

Historically, most publicly traded companies that form captive MLPs pursue the MLP structure to: (i) achieve a more attractive valuation than 
they are currently receiving in the public market, (ii) capitalize on tax advantages, (iii) obtain an alternative publicly traded  

-more-  

   

  •   Schlumberger indicated that their study, upon which New Mountain claims to have based its calculations, “was a 50,000 foot view” 
and “was nowhere near a reserves report.”  

  

  •   We infer that New Mountain’s starting point must have been from a Schlumberger document that was based not just on our acreage, 
but also on publicly available information about production from the geographically extensive (and varied) Appalachian Basin, and 
that New Mountain must then have applied assumptions which are not applicable or realistic to National Fuel’s acreage on the fringe 
of the Appalachian Basin. 
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currency with which to pursue growth through acquisitions, and/or (iv) raise capital to fund other projects at the parent level or to pay down 
debt. As discussed below, these drivers are less applicable to National Fuel than to other energy companies that have formed MLPs. With 
comprehensive assistance from Morgan Stanley, and the Company’s legal and tax advisor, Andrews Kurth, National Fuel has undergone a 
rigorous review process to consider the potential impact of forming one or more MLP(s) from a financial and strategic perspective. In doing so, 
the Company performed a detailed analysis of its California E&P operations as well as its P&S operations, including the modeling of both 
operations in the form of MLPs. This analysis took into account various asset contribution scenarios, the tax attributes of the underlying assets 
(especially the low tax basis of our P&S assets) and the MLP-specific accounting issues. This intense review has led us to the conclusion that 
forming an MLP of either the California E&P assets or the P&S business at this time would not create additional shareholder value, and would 
in fact entail significant cost and risk. Several factors contribute to this conclusion:  

-more-  

   

  •   After modeling both prospective MLPs, taking into account the specific tax attributes of the businesses and a realistic asset 
contribution schedule, neither MLP could be shown to create additional value to NFG from either an earnings per share accretion 
perspective or an after-tax net present value perspective. 

  

  •   The relatively low tax basis of National Fuel’s assets, particularly its P&S assets, makes income taxes a significant negative. 
  

  •   National Fuel is adequately capitalized, has access to the public capital markets and does not require cash from MLP equity issuances 
to pursue its growth opportunities, especially those in Appalachia. 

  

  •   Additionally, National Fuel does not believe that it currently requires an additional public currency to pursue growth through 
acquisitions in the E&P and P&S sectors. 

  

  •   Because National Fuel currently trades at multiples in-line with E&P MLPs, creating value arbitrage through a subsidiary initial public 
offering seems unlikely because it would require substantial expansion of the multiple at which National Fuel’s stock trades. 

  

  •   There are potential operational, regulatory and administrative impediments to forming a P&S MLP given its integration with National 
Fuel’s other operations. 
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ADDITIONAL ASSET REVIEW:  
BETTER FOR OUR SHAREHOLDERS TO KEEP AT THIS TIME  

With the assistance of Morgan Stanley, National Fuel has also undertaken a review of those assets that New Mountain views as “non-core,” 
including the energy marketing business, the timber assets, and the landfill gas operations, to determine their strategic relevance and value to 
the Company.  

Energy Marketing  

The energy marketing business, which is carried out by National Fuel Resources, Inc. (“NFR”), markets natural gas to industrial, commercial, 
public authority and residential customers and also offers competitively-priced energy and energy management services.  

-more-  

   

  •   The complementary nature of NFR’s business and other National Fuel businesses contradicts New Mountain’s claim that NFR is a 
“non-core”  asset. 

  

  •   While the Company’s utility business segment earns its margin on the delivery portion of a natural gas sale, NFR is able to earn an 
incremental margin on the commodity side of the sale, thus providing the Company’s shareholders with the means to earn an 
incremental margin that would not otherwise be realized. 

  

  •   NFR is one of the largest marketers on the National Fuel utility system, which maintains Company relationships with retail utility 
customers that might otherwise be lost. 

  

  •   NFR also offers potential growth into markets beyond the Company’s core system, as evidenced by its expanding presence in the 
contiguous utility markets to the east which are served by National Grid, New York State Electric & Gas and Rochester Gas & 
Electric. 

  

  •   As employees and officers transfer among National Fuel’s business segments, the Company benefits from having employees and 
officers who have first-hand experience with a marketer in our territory. 

  

  •   We do not believe that a sale of our energy marketing assets, which consist principally of year-to-year contracts with customers, could 
be accomplished at the multiples assumed by New Mountain. 
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NFR is an important component of National Fuel and is strategically aligned with the Company’s commitment to participate in all segments of 
the natural gas business. Because NFR is an integral part of the overall success of National Fuel, we believe that selling this asset is not in the 
best interests of our shareholders.  

Timber  

Highland Forest Resources, Inc. and the Northeast Division of Seneca Resources Corporation carry out National Fuel’s timber segment 
activities. This segment markets veneer logs, export logs, sawlogs and green and kiln dry lumber from its timber holdings of more than 100,000 
acres and nearly 400 million board feet in Pennsylvania and New York. Our timber is located in the heart of the world’s best source of black 
cherry hardwood. Each year we typically harvest timber at about the same rate the timber asset increases through natural growth.  

-more-  

   

  •   Finally, NFR has achieved consistent and strong financial results with only modest capital investment and management attention from 
the Company. 

  •   National Fuel continually reviews and carefully considers the best use of its timber assets. In fact, in 2003, National Fuel exchanged 
about half of its timber assets to acquire the Empire State Pipeline in a tax-advantaged transaction. 

  •   While the timber asset has become valuable, it is a byproduct of our landholdings that support our Appalachian E&P, our P&S and our 
Utility operations. National Fuel owns the oil and gas rights underlying 90% of our timber acreage. Ownership of surface rights and 
private roads certainly facilitates drilling, gathering, processing and transporting gas on this acreage. 

  

  •   Depending on what kind of greenhouse gas legislation becomes law, an asset that absorbs substantial quantities of carbon dioxide may 
turn out to be useful in a carbon credit trading system. 

  

  •   This segment occupies a very small portion of management’s time and the Company’s capital, while contributing positively to net 
income. 

  

  •   Consequently, the Company has no current plans to sell the timber asset but remains alert to advantageous opportunities. 
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Landfill Gas  

Horizon LFG, Inc. (“Horizon”) is National Fuel’s landfill gas business that owns and operates short-distance landfill gas pipeline companies 
that purchase, process, transport and resell landfill gas to customers in six states.  

Landfill gas is recognized as a renewable, “green” energy that has environmental and economic benefits. Its use reduces greenhouse gas 
emissions, improves local air quality, reduces landfill odors, maintains jobs, saves money compared to traditional energy supplies, conserves 
non-renewable resources and increases energy security by relying on a locally available fuel source. Again, depending on the form greenhouse 
gas legislation takes, the value of this asset could be further enhanced under a carbon credit trading system.  

Horizon is an attractive, yet small, component of National Fuel’s overall asset base. This segment contributes positively to net income and 
requires a very small portion of management’s time and the Company’s capital – the balance sheet value of its net plant is only about 50 cents 
per share. The Company is currently in the process of determining whether to add to its asset position or to sell these assets. Once a conclusion 
is reached, it will be publicly disclosed to all shareholders.  

To summarize the additional asset review, even assuming New Mountain is correct that the energy marketing, timber and landfill gas assets 
could be sold for the prices that New Mountain assumes, New Mountain’s proposals would result in no significant incremental benefit to 
National Fuel’s shareholders. The Company has determined (1) not to sell its core energy marketing segment, (2) to hold its timber assets 
available for the right opportunity, and (3) to actively consider the future of its small landfill gas business.  

CONCLUSIONS  

Consistent with our track record of delivering significant value to our shareholders, the Board and management of National Fuel 
continually look to improve the Company’s performance and further drive growth . National Fuel maintains an active investor relations 
function, including regular meetings with shareholders. To that end, management has met and spoken with New Mountain frequently to gain an 
understanding of New Mountain’s perspective and ideas about National Fuel’s business. In addition to regular correspondence and telephone 
conversations during 2007, senior management has met personally with New Mountain three times. New Mountain was also permitted to 
address the Company’s full Board and shareholders at the 2007 Annual Meeting of Shareholders.  

-more-  
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Management has done its best to educate New Mountain and other shareholders about National Fuel’s business and the real opportunities and 
risks of different strategies for the Company’s future.  

We appreciate that New Mountain could not have had access to our proprietary well data, or known the details of our tax basis in various 
properties. But we are troubled at New Mountain’s continuing refusal to share with us the Schlumberger data, persisting to claim the potential 
for a billion dollar opportunity while ignoring the well data we have been disclosing since New Mountain first met with management, and 
claiming selected MLP data as comparable while discarding relevant examples.  

The Board respects New Mountain’s right as a shareholder to express its opinions regarding National Fuel, and we will continue to keep an 
open mind. However, after careful consideration, the Board believes that the proposals that New Mountain has set forth are flawed by 
inadequate analysis, and are not in the best interests of all of National Fuel’s shareholders at this time.  

-30-  

   

          
  Respectfully,  

 
 
NATIONAL FUEL GAS COMPANY  
Board of Directors  
  

  

  By:   /s/ P. C. Ackerman     
    P. C. Ackerman    
    Chairman and CEO    
  



   



   

Exhibit 99.4 

December 12, 2007 

Dear (name):  

          As you may know, New Mountain Vantage Advisers, L.L.C., owns approximately 8.1 million shares of National Fuel common stock 
(approximately 9.7% of outstanding shares) and, on September 11, 2007, sent a letter to our Board of Directors to offer its opinion on the 
structure and strategic positioning for our business segments. While we welcome and consider the views of all of our shareholders, we believe 
New Mountain is mistaken.  

          You have likely seen the notices from us and read the media accounts of our position, including our belief that the integrated structure of 
our Company provides us with greater consistency and security in a variety of economic, geographic and operating environments. For many 
decades, that belief in our structure and the dedication of all of our employees have provided us with great opportunity for success.  

          A News Center posting at your work location was provided to alert you to the fact that, yesterday, we filed with the Securities and 
Exchange Commission (SEC), a letter in response to matters New Mountain raised in its September 11, 2007, letter. We also issued a news 
release that summarized our response and copies of both of those documents are enclosed with this letter.  

          As you’ll see, your Board’s letter to New Mountain highlights the progress of the Company’s ongoing creation of shareholder value and 
provides a comprehensive overview of our strategy for exploration and production activities in the Appalachian region. It also sets forth your 
Board’s conclusion that, at this time, master limited partnerships (MLPs) are not an attractive or financial alternative for the Company, and that 
there would be no significant incremental benefit to shareholders from the disposition of our Energy Marketing, Timber or Landfill Gas assets 
as proposed by New Mountain.  

          After careful consideration and rigorous analysis, your Board believes that the proposals that New Mountain has put forth are flawed by 
inadequate analysis and are not in the best interests of all of National Fuel’s shareholders.  

          One of the most significant issues raised by New Mountain relates to the pace of our drilling program in the Appalachian region. We are 
executing an aggressive and knowledge-based, long-term strategy for developing our Appalachian properties, which has yielded results that 
validate management’s approach and that of the work being done by Seneca’s East Division team. As one of the most active drillers in our part 
of the Appalachian basin, we have increased the number of wells drilled in the region every year since 2004 and we plan to continue 
accelerating those efforts.  

          The outstanding performance of National Fuel’s common stock reflects the merits of our focus on strategic development and operational 
excellence, as well as our balanced approach to utilizing resources. Consistent with our track record of delivering significant value to our 
shareholders, your Board and management continually look to improve your Company’s performance and drive growth.  

   



   

          In addition to the matters discussed in our letter, you likely also know that New Mountain has indicated that it intends to propose three 
candidates for election to the Company’s Board of Directors who would replace three of 10 Directors who currently serve on the Board. We 
expect that soon you will receive, from both the Company and from New Mountain, an array of materials addressing your opportunity to cast 
your vote in this important matter. As National Fuel stockholders, you will be asked to vote at the 2008 Annual Meeting of stockholders on 
whether New Mountain’s candidates will replace three of our directors and we ask you to cast your vote with Management by choosing the 
Company’s slate of directors: Robert T. Brady, Rolland E. Kidder and John F. Riordan all of whom have helped to build and sustain the 
successful structure of our Company.  

          In order to answer your questions about the upcoming shareholder vote and this matter in general, meetings will be scheduled for all 
employees in early January. This is a complex issue and one that we are facing for the first time in our 105-year history, so it is our expectation 
that many of you have questions and it is our desire to answer those questions and provide you with complete information. Soon you will 
receive a notice about these meetings and we encourage you to attend.  

          We expect that our dialogue with New Mountain and other developments in the energy industry will continue to generate interest from 
the media and others. It is critical that National Fuel speak with consistency on this matter, so please continue to refer any media inquiries to 
Julie C. Cox at (716) 857-7079 (coxj@natfuel.com) and any inquiries from analysts or shareholders to James C. Welch at (716) 857-6987 
(welchj@natfuel.com).  

          Your Board remains committed to executing National Fuel’s stated strategy and building on our long-standing track record of success, 
and we appreciate your many contributions to that success. On behalf of the Board and senior management team, thank you for your hard work 
and dedication to our business, which have made these successes possible and position us for future success. We are counting on you, as 
always, to provide safe and reliable service to our customers so that National Fuel can continue to grow and create even greater value for all of 
its stakeholders.  

Thank you,  

   

          

  

     

 

           
Phil Ackerman    Dave Smith   Ron Tanski 



   

IMPORTANT INFORMATION AND WHERE TO FIND IT  

In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”).  WE URGE INVESTORS TO READ THE PROXY STATEMENT 
AND THESE OTHER MATERIALS CAREFULLY WHEN THEY BECOME AVAILABLE, BECAUSE THEY WILL CONTAIN 
IMPORTANT INFORMATION ABOUT NATIONAL FUEL GAS COMPANY AND THE MATTERS TO BE CONSIDERED AT ITS 
ANNUAL MEETING.  Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for the 2008 Annual 
Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com.  Investors may also obtain a free copy of the proxy statement and other 
relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel Gas Company at the 
SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on National Fuel Gas 
Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free from: Secretary, 
National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221,  
(716) 857-7000.  

CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the solicitation 
of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 2008 
Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

   



   

FORWARD-LOOKING STATEMENTS  

Certain statements contained herein, including statements regarding future financial and operating performance and condition, as well as 
statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” 
“projects,” “believes,” “seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private 
Securities Litigation Reform Act of 1995. Forward-looking statements involve risks and uncertainties which could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. The Company’s expectations, beliefs and projections 
contained herein are expressed in good faith and are believed to have a reasonable basis, but there can be no assurance that such expectations, 
beliefs or projections will result or be achieved or accomplished. In addition to other factors, the following are important factors that could 
cause actual results to differ materially from those discussed in the forward-looking statements: changes in economic conditions, including 
economic disruptions caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, 
including the occurrence of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of 
such changes on the accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; 
uncertainty of oil and gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil 
reserves; significant changes from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability 
and/or price of derivative financial instruments; changes in the price differentials between various types of oil; inability to obtain new 
customers or retain existing ones; significant changes in competitive factors affecting the Company; changes in laws and regulations to which 
the Company is subject, including changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory 
actions, initiatives and proceedings, including those involving acquisitions, financings, rate cases (which address, among other things, allowed 
rates of return, rate design and retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety 
requirements; unanticipated impacts of restructuring initiatives in the natural gas and electric industries; significant changes from expectations 
in actual capital expenditures and operating expenses and unanticipated project delays or changes in project costs or plans; the nature and 
projected profitability of pending and potential projects and other investments, and the ability to obtain necessary governmental approvals and 
permits; occurrences affecting the Company’s ability to obtain funds from operations, from borrowings under our credit lines or other credit 
facilities or from issuances of other short-term notes or debt or equity securities to finance needed capital expenditures and other investments, 
including any downgrades in the Company’s credit ratings; ability to successfully identify and finance acquisitions or other investments and 
ability to operate and integrate existing and any subsequently acquired business or properties; impairments under the SEC’s full cost ceiling 
test for natural gas and oil reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant changes in the 
Company’s relationship with its employees or contractors and the potential adverse effects if labor disputes, grievances or shortages were to 
occur; changes in accounting principles or the application of such principles to the Company; the cost and effects of legal and administrative 
claims against the Company; changes in actuarial assumptions and the return on assets with respect to the Company’s retirement plan and post-
retirement benefit plans; increasing health care costs and the resulting effect on health insurance premiums and on the obligation to provide 
post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company disclaims any 
obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events.  

   



   

National Fuel Gas Company Recaps Track Record of Outstanding Returns and  
Knowledge-Based Approach to Building Shareholder Value:  

National Fuel Files Response to New Mountain Capital with the SEC  

(December 12, 2007) Williamsville, New York: The Board of Directors of National Fuel Gas Company (NYSE: NFG) (“National Fuel” or the 
“Company”) yesterday sent a letter to New Mountain Vantage Advisers, L.L.C. (“NMV” or “New Mountain”) that includes a detailed review 
of the Company’s ongoing efforts that have steadily enhanced shareholder value, provides the rationale behind National Fuel’s Appalachian 
strategy, discusses master limited partnership (“MLP”) considerations and its review of its additional assets. This letter was sent in response to 
earlier correspondence from New Mountain, which included suggestions for making fundamental changes to the structure and strategy of the 
Company. The Company has concluded, after thorough analysis, that New Mountain’s proposals are not in the best interests of its shareholders. 

          In its letter, the Company points out the rather peculiar circumstances of a shareholder challenging the management of a company that 
has not only maintained, but grown, shareholder value, whether results are looked at over one, three, five or 10 years. Likewise, the Company 
noted New Mountain’s lack of real experience in managing assets in the energy industry and lack of access to National Fuel’s proprietary 
information, and questioned the thoroughness of New Mountain’s analysis and the wisdom of its conclusions. In its letter to New Mountain, the 
Company has summarized its long-term business strategy, its pattern of creating and sustaining shareholder value and its analysis of each of the 
propositions offered for changing the structure of the Company. The following is a synopsis of each of those items and, incorporated into this 
news release, the complete response, as sent.  

Ongoing Creation of Shareholder Value:  

-more-  
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  •   During the past fiscal year, and three, five and 10 years, National Fuel shareholders have enjoyed total returns that far exceed returns 
of the S&P 500 during those same time periods. 

  

  •   The Company anticipates continued success in fiscal 2008, with earnings currently projected to be in the range of $2.50 to $2.70 per 
diluted share. 
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National Fuel has developed and is executing a highly successful exploration  
and production strategy for its assets in the Appalachian basin. New Mountain  

has criticized the Company’s pace for its exploration and production  
activity in this region.  

The Company has completed a rigorous analysis of the prospect of forming  
Master Limited Partnerships (MLPs) for certain of its business segments. The Company  

and its top-tier financial advisor have concluded that MLPs would not be beneficial to the  
structure of National Fuel at this time.  

-more-  

   

  � � � �   National Fuel’s aggressive and knowledge-based, long-term strategy for developing its Appalachian properties has yielded results that 
validate management’s approach. Additionally, the Company – one of the most active drillers in its part of the Appalachian Basin – 
has increased the number of wells it has drilled in the region every year since 2004 and plans to continue accelerating its Appalachian 
drilling activities. 

  

  � � � �   New Mountain claims that an even greater increase in the pace of drilling could add $1.1 billion in value. New Mountain’s claims are 
based on the work of its energy consultant Schlumberger Data & Consulting Services (“Schlumberger”), which utilized limited 
publicly available data and was, by its own admission, a “50,000-foot view.” The Company believes it is extremely misleading to use a 
$1.1 billion figure, which, although attractive on its face, is not adjusted to fully reflect a real-world expected value once all of the 
risks inherent in such a drilling program are taken into account. 

  

  � � � �   The key difference between National Fuel’s business strategies and New Mountain’s proposals is that the Company’s plans are based 
on thorough analysis of real data about its real assets. National Fuel’s strategy recognizes the complex and variable geology of the 
Appalachian Basin and the need to incorporate all available data (including data to come from wells not yet drilled) in order to 
optimize the locations of future wells. 

  

  � � � �   Drilling too many wells too rapidly would likely cause average well recoveries to decline, lead to a delay in first production and, 
significantly, reduce the net present value of this asset, as compared to continuing National Fuel’s strategy of development at a 
knowledge-based pace. 

  � � � �   New Mountain’s proposals to restructure National Fuel by financially engineering its Exploration and Production (“E&P”) assets, 
and/or its Pipeline and Storage (“P&S”) assets into MLPs are similarly founded on insufficient analysis of unsubstantiated 
assumptions. 
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There would be no significant incremental benefit to National Fuel’s  
shareholders from the disposition of the Company’s Energy Marketing, Timber and  

Landfill Gas assets as proposed by New Mountain.  

     In its letter, the Company’s Board of Directors states that following a very detailed process in which the Board carefully evaluated New 
Mountain’s claims and proposals, it has concluded that, although the Board “respects New Mountain’s right as a shareholder to express its 
opinions regarding National Fuel...after careful consideration, the Board believes that the proposals that New Mountain has put forth are flawed 
by inadequate analysis, and are not in the best interests of all of National Fuel’s shareholders at this time.”  

     Although the Company disagrees with New Mountain’s proposals, the Board reiterated its ongoing commitment to acting in the best 
interests of all shareholders. “Consistent with our track record of delivering significant value to our shareholders, the Board and management of 
National Fuel continually look to improve the Company’s performance and further drive growth.”  

     National Fuel is an integrated energy company with $3.9 billion in assets comprised of the following five operating segments: Utility, 
Pipeline and Storage, Exploration and Production, Energy Marketing, and Timber. Additional information about National Fuel is available on 
its Internet Web site: www.nationalfuelgas.com or through its investor information service at 1-800-334-2188.  

-more-  

   

  � � � �   Historically, most publicly traded companies that form captive MLPs pursue the MLP structure to: (i) achieve a more attractive 
valuation than they are currently receiving in the public market, (ii) capitalize on tax advantages, (iii) obtain an alternative publicly 
traded currency with which to pursue growth through acquisitions, and/or (iv) raise capital to fund other projects at the parent level or 
to pay down debt. These drivers are less applicable to National Fuel than to other energy companies that have formed MLPs. 

  

  � � � �   After a thorough analysis of real data, the tax attributes of the underlying assets and the MLP-specific accounting issues, the Company 
has concluded — with the concurrence of its top-tier financial advisor, Morgan Stanley — that MLPs would not constitute an 
attractive financial or strategic alternative at this time and would, in fact, entail significant cost and risk. Among other things, National 
Fuel’s low tax basis leads to a tax liability, which significantly negates the potential value of an MLP. 

  � � � �   The Company has determined not to sell its core energy marketing segment, holds its timber assets available for the right opportunity, 
and is actively considering the future of its small landfill gas business. Selling these assets at this time would not result in a significant 
incremental benefit to shareholders. 
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Certain statements contained herein, including statements regarding future financial and operating performance and condition, as well as 
statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” 
“projects,” “believes,” “seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private 
Securities Litigation Reform Act of 1995. Forward-looking statements involve risks and uncertainties which could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. The Company’s expectations, beliefs and projections 
contained herein are expressed in good faith and are believed to have a reasonable basis, but there can be no assurance that such expectations, 
beliefs or projections will result or be achieved or accomplished. In addition to other factors, the following are important factors that could 
cause actual results to differ materially from those discussed in the forward-looking statements: changes in economic conditions, including 
economic disruptions caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, 
including the occurrence of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of 
such changes on the accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; 
uncertainty of oil and gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil 
reserves; significant changes from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability 
and/or price of derivative financial instruments; changes in the price differentials between various types of oil; inability to obtain new 
customers or retain existing ones; significant changes in competitive factors affecting the Company; changes in laws and regulations to which 
the Company is subject, including changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory 
actions, initiatives and proceedings, including those involving acquisitions, financings, rate cases (which address, among other things, allowed 
rates of return, rate design and retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety 
requirements; unanticipated impacts of restructuring initiatives in the natural gas and electric industries; significant changes from expectations 
in actual capital expenditures and operating expenses and unanticipated project delays or changes in project costs or plans; the nature and 
projected profitability of pending and potential projects and other investments, and the ability to obtain necessary governmental approvals and 
permits; occurrences affecting the Company’s ability to obtain funds from operations, from borrowings under our credit lines or other credit 
facilities or from issuances of other short-term notes or debt or equity securities to finance needed capital expenditures and other investments, 
including any downgrades in the Company’s credit ratings; ability to successfully identify and finance acquisitions or other investments and 
ability to operate and integrate existing and any subsequently acquired business or properties; impairments under the SEC’s full cost ceiling 
test for natural gas and oil reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant changes in the 
Company’s relationship with its employees or contractors and the potential adverse effects if labor disputes, grievances or shortages were to 
occur; changes in accounting principles or the application of such principles to the Company; the cost and effects of legal and administrative 
claims against the Company; changes in actuarial assumptions and the return on assets with respect to the Company’s retirement plan and post-
retirement benefit plans; increasing health care costs and the resulting effect on health insurance premiums and on the obligation to provide 
post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company disclaims any 
obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events.  

-more-  
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IMPORTANT INFORMATION AND WHERE TO FIND IT  

In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”).  We urge investors to read the Proxy Statement and these other 
materials carefully when they become available, because they will contain important information about National Fuel Gas Company and the 
matters to be considered at its Annual Meeting.  Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for 
the 2008 Annual Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com.  Investors may also obtain a free copy of the proxy 
statement and other relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel 
Gas Company at the SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on 
National Fuel Gas Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free 
from: Secretary, National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000.  

CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the solicitation 
of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 2008 
Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

-more-  
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The following is the letter, as sent to New Mountain, including the required proxy solicitation  
information and language on forward-looking statements.  

IMPORTANT INFORMATION AND WHERE TO FIND IT  

In connection with its 2008 Annual Meeting, National Fuel Gas Company will be filing a proxy statement, WHITE proxy card and other 
materials with the U.S. Securities and Exchange Commission (“SEC”).  WE URGE INVESTORS TO READ THE PROXY STATEMENT 
AND THESE OTHER MATERIALS CAREFULLY WHEN THEY BECOME AVAILABLE, BECAUSE THEY WILL CONTAIN 
IMPORTANT INFORMATION ABOUT NATIONAL FUEL GAS COMPANY AND THE MATTERS TO BE CONSIDERED AT ITS 
ANNUAL MEETING.  Investors may contact Morrow & Co., LLC, National Fuel Gas Company’s proxy advisor for the 2008 Annual 
Meeting, at (800) 252-1959 or by email at nfginfo@morrowco.com.  Investors may also obtain a free copy of the proxy statement and other 
relevant documents when they become available as well as other materials filed with the SEC concerning National Fuel Gas Company at the 
SEC’s website at http://www.sec.gov . Free copies of National Fuel Gas Company’s SEC filings are also available on National Fuel Gas 
Company’s website at http://www.nationalfuelgas.com . These materials and other documents may also be obtained for free from: Secretary, 
National Fuel Gas Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000.  

CERTAIN INFORMATION REGARDING PARTICIPANTS IN THE S OLICITATION  

National Fuel Gas Company and its directors are, and certain of its officers and employees may be deemed to be, participants in the solicitation 
of proxies from National Fuel Gas Company’s stockholders with respect to the matters considered at National Fuel Gas Company’s 2008 
Annual Meeting. Information regarding these directors, and these certain officers and employees, is included in the soliciting material on 
Schedule 14A filed with the SEC on December 12, 2007 and on National Fuel Gas Company’s website at http://www.nationalfuelgas.com . 
Security holders can also obtain information with respect to the identity of the participants and potential participants in the solicitation and a 
description of their direct or indirect interests, by security holdings or otherwise, for free, by contacting: Secretary, National Fuel Gas 
Company, 6363 Main Street, Williamsville, New York 14221, (716) 857-7000. More detailed information with respect to the identity of the 
participants, and their direct or indirect interests, by security holdings or otherwise, will be set forth in the proxy statement and other materials 
to be filed with the SEC in connection with National Fuel Gas Company’s 2008 Annual Meeting.  

-more-  
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FORWARD-LOOKING STATEMENTS  

Certain statements contained herein, including statements regarding future financial and operating performance and condition, as well as 
statements that are identified by the use of the words “anticipates,” “estimates,” “expects,” “forecasts,” “intends,” “plans,” “predicts,” 
“projects,” “believes,” “seeks,” “will” and “may” and similar expressions, are “forward-looking statements” as defined by the Private 
Securities Litigation Reform Act of 1995. Forward-looking statements involve risks and uncertainties which could cause actual results or 
outcomes to differ materially from those expressed in the forward-looking statements. The Company’s expectations, beliefs and projections 
contained herein are expressed in good faith and are believed to have a reasonable basis, but there can be no assurance that such expectations, 
beliefs or projections will result or be achieved or accomplished. In addition to other factors, the following are important factors that could 
cause actual results to differ materially from those discussed in the forward-looking statements: changes in economic conditions, including 
economic disruptions caused by terrorist activities, acts of war or major accidents; changes in demographic patterns and weather conditions, 
including the occurrence of severe weather such as hurricanes; changes in the availability and/or price of natural gas or oil and the effect of 
such changes on the accounting treatment of derivative financial instruments or the valuation of the Company’s natural gas and oil reserves; 
uncertainty of oil and gas reserve estimates; ability to successfully identify, drill for and produce economically viable natural gas and oil 
reserves; significant changes from expectations in the Company’s actual production levels for natural gas or oil; changes in the availability 
and/or price of derivative financial instruments; changes in the price differentials between various types of oil; inability to obtain new 
customers or retain existing ones; significant changes in competitive factors affecting the Company; changes in laws and regulations to which 
the Company is subject, including changes in tax, environmental, safety and employment laws and regulations; governmental/regulatory 
actions, initiatives and proceedings, including those involving acquisitions, financings, rate cases (which address, among other things, allowed 
rates of return, rate design and retained gas), affiliate relationships, industry structure, franchise renewal, and environmental/safety 
requirements; unanticipated impacts of restructuring initiatives in the natural gas and electric industries; significant changes from expectations 
in actual capital expenditures and operating expenses and unanticipated project delays or changes in project costs or plans; the nature and 
projected profitability of pending and potential projects and other investments, and the ability to obtain necessary governmental approvals and 
permits; occurrences affecting the Company’s ability to obtain funds from operations, from borrowings under our credit lines or other credit 
facilities or from issuances of other short-term notes or debt or equity securities to finance needed capital expenditures and other investments, 
including any downgrades in the Company’s credit ratings; ability to successfully identify and finance acquisitions or other investments and 
ability to operate and integrate existing and any subsequently acquired business or properties; impairments under the SEC’s full cost ceiling 
test for natural gas and oil reserves; significant changes in tax rates or policies or in rates of inflation or interest; significant changes in the 
Company’s relationship with its employees or contractors and the potential adverse effects if labor disputes, grievances or shortages were to 
occur; changes in accounting principles or the application of such principles to the Company; the cost and effects of legal and administrative 
claims against the Company; changes in actuarial assumptions and the return on assets with respect to the Company’s retirement plan and post-
retirement benefit plans; increasing health care costs and the resulting effect on health insurance premiums and on the obligation to provide  

-more-  
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post-retirement benefits; or increasing costs of insurance, changes in coverage and the ability to obtain insurance. The Company disclaims any 
obligation to update any forward-looking statements to reflect events or circumstances after the date hereof or to reflect the occurrence of 
unanticipated events.  

December 11, 2007  

New Mountain Vantage Advisers, L.L.C.  
c/o New Mountain Capital L.L.C.  
787 Seventh Avenue, 49th Floor  
New York, NY 10019  

Attention: Mr. David M. DiDomenico  

Dear David:  

The Board of Directors of National Fuel Gas Company (“National Fuel” or the “Company”) addresses in this letter the material business issues 
raised in your letter dated September 11, 2007. The Board of Directors is committed to enhancing value for all of National Fuel’s shareholders, 
and we take our fiduciary duties seriously. With the help of our financial and legal advisors, we have been carefully considering your 
suggestions, including several that were already being evaluated by National Fuel prior to New Mountain’s involvement. In this letter, we will 
discuss topics including the ongoing creation of shareholder value, our Appalachian strategy, master limited partnership (“MLP”) 
considerations and the additional asset review. We are also filing today with the Securities and Exchange Commission (“SEC”) a slide 
presentation as part of a Form 8-K Current Report that addresses these matters.  

SHAREHOLDER VALUE CREATION:  
A TRACK RECORD OF OUTSTANDING RETURNS  

As we have shared with the investment community for years, National Fuel’s corporate objective is to grow shareholder value through timely 
investment in the energy industry, as an integrated company with complementary business segments that over the long run result in more 
consistent earnings and returns than those provided by a specialized energy company. For over 100 years this strategy has delivered an elite 
record of dividends complemented by exceptional returns in the last ten years.  

-more-  
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The financial community has recognized the sound and disciplined leadership provided by the management and Board of National Fuel, as 
demonstrated by our exceptional shareholder returns. Over the past fiscal year, three years, five years and ten years, shareholders have enjoyed 
overall total returns of 32%, 83%, 185% and 214%, respectively, which far exceeded returns of the S&P 500 of 16%, 45%, 105% and 89% 
over those respective time periods. T hese outstanding returns are due in part to our payments of dividends to shareholders for 105 consecutive 
years, including dividends that have increased annually for the last 37 years.  

Generally, a dissident shareholder’s primary argument would involve excoriating the target company’s management for either falling stock 
prices or negative returns to shareholders. This proxy contest is unusual because National Fuel’s total returns to shareholders have been 
excellent, both before and after New Mountain became a National Fuel shareholder. The corollary to the usual underperformance argument is 
that the board is not kno wledgeable and needs an infusion of expertise. Here, too, the argument would fail because of our uniquely qualified 
Board members, with deep experience in pipelines, gas utilities and exploration and production, particularly in Appalachia.  

As you know, we had a very successful 2007 fiscal year with record earnings which were enhanced by the sale of our Canadian assets at a 
favorable price. We expect to continue that success in fiscal 2008, with earnings currently projected to be in the range of $2.50 to $2.70 per 
diluted share. Our goal is to continue our longstanding record of increasing our dividend and delivering outstanding returns to our shareholders 
in 2008 and beyond.  

APPALACHIAN EXPLORATION & PRODUCTION (“E&P”) STRATE GY:  
DRILLING RESULTS VALIDATE MANAGEMENT’S APPROACH  

The pace of activity in Appalachia is the most significant issue raised by the proposals of New Mountain Vantage Advisers, L.L.C. (“New 
Mountain”). National Fuel has an aggressive and well-planned long-term strategy for developing its Appalachian properties, which relies on 
our experience and proprietary knowledge of our acreage. A significant modification to that plan, as suggested by New Mountain, would not 
only result in no short-term b onanza for investors, but ultimately would even erode the long-term value of the Company’s assets.  

National Fuel has operated in the Appalachian Basin for decades and fully appreciates that its Appalachian property is an attractive asset within 
the Company’s overall portfolio. Since the late 1970s, when the deregulation of wellhead gas prices began, National Fuel has tailored its 
drilling activity mostly to market commodity prices and has continually explored new formations underlying its acreage in Appalachia as 
consistently  

-more-  
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higher pricing and improvements in technology have made those formations economic. At the recent commodity price plateaus, National Fuel 
has increased its drilling pace to a new high. Along with this increased activity, the Company has maintained its focus on maximizing well 
performance by pursuing development opportunities at an informed pace and in a manner consistent with our knowledge of, and experience in, 
our acreage in general and the relevant formations in particular.  

Our drilling results validate management’s ability to plan and execute, and prove that shareholder value is most effectively maximized by an 
aggressive knowledge-based approach.  

National Fuel is one of the most active drillers in Appalachia and the single most active driller in our core area. At 25 wells per 100,000 acres, 
our 2007 Appalachian drilling pace exceeds the per-acre pace of our competitors Equitable, Dominion, and Chesapeake and is close to those of 
Range and Cabot. Moreover, within the four county area of Pennsylvania where National Fuel is most active, we drilled almost twice as many 
wells in 2007 as any of our competitors. Our experience indicates that our drilling pace is appropriate, when considered against the 
activity of our peers. An immediate increase to 600 wells per year on our 940,000 acres, as proposed by New Mountain, would exceed 
industry standards and greatly increase the risk of uneconomic activity.  

The key difference between National Fuel’s business strategies and New Mountain’s proposals is that our plans are based on a 
thorough analysis of real data on our real assets. For example, our Appalachian drilling plans are based on our experience with the extreme 
variability of the shallow producing horizons on our acreage. Highly successful wells with EURs exceeding 300 MMCFE can have adjacent 
offset wells that are subeconomic. In northwestern Pennsylvania, where our acreage is located, wells in one part of a county can have average 
EURs that are twice the average EURs of wells 30  

-more-  

   

  •   The Company has increased the number of wells it has drilled in Appalachia every year since 2004, drilling 233 Appalachian wells in 
2007, a 53% increase over the prior year. 

  

  •   In 2007 the Company also increased proved developed Appalachian reserves by 20% and total proved Appalachian reserves by 33% 
over the prior year. 

  

  •   Notwithstanding the significant increase in drilling activity, the Company has improved its estimated ultimate recovery (“EUR”) per 
well from 70 million cubic feet equivalent (“MMCFE”) in 2006 to 97 MMCFE in 2007. 



   

National Fuel  
December 12, 2007  
Page 11.  

miles away in the same county. In other words, we believe that it would be reckless to embark on a drilling program that failed to take into 
account the complex stratigraphy of the actual geologic formations to be drilled.  

The completion of our reserve and prospective resource study by Netherland, Sewell & Associates (“Netherland & Sewell”) confirms our long-
held belief that, given the size and scope of our Appalachian acreage, we own a very attractive asset, but one that must be developed 
appropriately in order not to destroy shareholder value. Because our acreage is in a part of the Appalachian Basin characterized by complex 
stratigraphy, all available information must be utilized in order to optimize the location of future wells rather than the simpler, essentially 
arbitrary well location methodologies that would be necessary to implement New Mountain’s proposals. Drilling too many wells too rapidly 
would likely cause average well quality to decline, lead to a delay in first production and, significantly, reduce the net present value of assets as 
compared to continuing National Fuel’s strategy of development at an informed pace. We can continue to increase Appalachian drilling activity 
and production, and enhance overall value, if we maintain our aggressive and knowledge-based approach to the development of our acreage.  

Our strategy of development at a knowledge-based pace surely presumes increasing our activity when and where the opportunity arises. In fact, 
we plan to increase our Appalachian drilling at a pace consistent with controlling well quality, capital expenditure per producing well and time 
to first production for each new well. Specifically, we anticipate drilling 280 and 350 wells, respectively, in the Appalachian shallow Devonian 
formations in fiscal years 2008 and 2009. Our strategy and development plan are based on our proprietary data, our ongoing geologic work, 
and the extensive knowledge and expertise of both our long-time and our newly-added Appalachian geologists and engineers. So long as we 
continue to follow this strategic plan we are confident that we can continue to enhance the value of our Appalachian properties.  

We are also ready, willing and able to construct and operate additional gathering, processing and transmission facilities as necessary to bring 
new Appalachian production to market, within the timing and other constraints of applicable laws, rules and regulations. Design and 
construction of infrastructure is not instant, it depends on when, where and how much gas is found, but we are actively pursuing midstream 
opportunities in Appalachia and will continue to do so.  

We also plan to continue our exploration of the deeper Marcellus Shale through our joint venture with EOG Resources (“EOG”), an industry 
leader that has successfully explored, developed, and operated in other shale formations, and continues to gain information from operating in 
other shale formations. To that end, through the EOG joint venture we  

-more-  
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are expecting to drill 18 wells, including ten horizontal wells, in the Marcellus Shale formation in fiscal year 2008. By early 2008, we expect to 
have results for three vertical wells and three horizontal wells on our acreage. Although National Fuel intends to provide regular updates 
concerning its progress in exploring and developing the Marcellus opportunity, it is a highly competitive play and neither National Fuel nor 
EOG will be disclosing technical or competitive details. While the Marcellus Shale may present a significant opportunity for National Fuel, the 
play is still in its early stages and its economic viability on our acreage is not yet determined.  

POTENTIAL VALUE CREATING ANALYSIS  
MUST ACCOUNT FOR APPROPRIATE RISKS  

The Board also believes it is important to address New Mountain’s claim that the model drilling program of its energy consultant Schumberger 
Data & Consulting Services (“Schlumberger”) suggests the possibility of an additional $1.1 billion in value creation from increasing the pace 
of activity in Appalachia. Although New Mountain has refused to provide us with a copy of the report, as we understand from what New 
Mountain has told us, this drilling program would involve a very rapid increase in drilling pace in areas well outside of National Fuel’s 
“proved” reserves, and even beyond the areas containing “probable” or “possible” reserves. As such, the Board believes it is extremely 
misleading to use this $1.1 billion figure which, although attractive on its face, is not adjusted to fully reflect a real-world expected 
value once all of the risks 1 inherent in such a program are taken into account.  

-more-  

   

  •   Exploration and production companies, analysts, and transaction brokers typically apply significant risk discount factors to unproven 
reserves, and ascribe little or no value to any potential beyond possible reserves. 

  

  •   New Mountain itself considers the $1.1 billion figure “strategic and directional”  only and not based on a proven approach. 

  

1   New Mountain’s argument for greatly accelerating National Fuel’s Appalachian activity relies on estimates for “potential” gas resources, 
which is a category that ranks below “proved,” “probable,” and “possible” reserves on the likelihood scale. By rule, the SEC permits only 
“proved” reserves (as defined in Regulation S-X) in documents filed with the SEC, and information about other reserves or resources is 
prohibited in companies’ documents filed with the SEC. While some E&P companies, including National Fuel’s, make informal 
disclosures of probable reserves, potential reserves and/or potential resources, it is important to make the distinction between potential 
resources and reserves. Because the terms “proved reserves,” “probable reserves” and “potential reserves” are defined by the Society of 
Petroleum Engineers, companies generally do not refer to their “potential” resources as “reserves” since that would be inherently 
misleading. Informal disclosures of “probable reserves,” “potential reserves” and “potential” resources merely supplement the SEC-
compliant disclosure filings and cannot themselves be relied upon to draw meaningful conclusions. 
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In effect, New Mountain appears to have said little more than that, if National Fuel were to continue with the strategy it has been pursuing for 
at least four years, namely to drill more Appalachian wells, but to do it much faster and with much better results per well, it would make much 
more money. Simply urging a management team to go faster and do better is not a strategy, it is at best cheerleading. Faster and better is a 
worthy goal, but haste frequently makes waste and in this business returns on capital erode quickly if well costs increase, reserves per well 
decrease or the time between drilling and production lengthens.  

Given New Mountain’s lack of appropriate risk analysis and both New Mountain’s and Schlumberger’s own disclaimers concerning the 
reliability and accuracy of the $1.1 billion figure, the use of that number is, at the very least, misleading. Additionally, we reiterate that, 
despite our requests, New Mountain has refused to disclose either to us or to National Fuel’s other shareholders the actual 
Schlumberger report on which New Mountain’s claims are based.  

MASTER LIMITED PARTNERSHIP (“MLP”) ASSESSMENT:  
UNCLEAR BENEFITS WITH SIGNIFICANT COST AND RISK  

New Mountain’s proposals to restructure National Fuel by financially engineering its Exploration and Production (“E&P”) assets, and/or its 
Pipeline and Storage (“P&S”) assets, into MLPs are similarly founded on insufficient analysis of incomplete data. After a thorough analysis of 
real data, we have concluded — with the concurrence of our top-tier financial advisor, Morgan Stanley - that MLPs are not an attractive 
strategic or financial alternative for National Fuel at this time.  

Historically, most publicly-traded companies that form captive MLPs pursue the MLP structure to: (i) achieve a more attractive valuation than 
they are currently receiving in the public market, (ii) capitalize on tax advantages, (iii) obtain an alternative publicly traded  

-more-  

   

  •   Schlumberger indicated that their study, upon which New Mountain claims to have based its calculations, “was a 50,000 foot view” 
and “was nowhere near a reserves report.”  

  

  •   We infer that New Mountain’s starting point must have been from a Schlumberger document that was based not just on our acreage, 
but also on publicly available information about production from the geographically extensive (and varied) Appalachian Basin, and 
that New Mountain must then have applied assumptions which are not applicable or realistic to National Fuel’s acreage on the fringe 
of the Appalachian Basin. 
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currency with which to pursue growth through acquisitions, and/or (iv) raise capital to fund other projects at the parent level or to pay down 
debt. As discussed below, these drivers are less applicable to National Fuel than to other energy companies that have formed MLPs. With 
comprehensive assistance from Morgan Stanley, and the Company’s legal and tax advisor, Andrews Kurth, National Fuel has undergone a 
rigorous review process to consider the potential impact of forming one or more MLP(s) from a financial and strategic perspective. In doing so, 
the Company performed a detailed analysis of its California E&P operations as well as its P&S operations, including the modeling of both 
operations in the form of MLPs. This analysis took into account various asset contribution scenarios, the tax attributes of the underlying assets 
(especially the low tax basis of our P&S assets) and the MLP-specific accounting issues. This intense review has led us to the conclusion that 
forming an MLP of either the California E&P assets or the P&S business at this time would not create additional shareholder value, and would 
in fact entail significant cost and risk. Several factors contribute to this conclusion:  

-more-  

   

  •   After modeling both prospective MLPs, taking into account the specific tax attributes of the businesses and a realistic asset 
contribution schedule, neither MLP could be shown to create additional value to NFG from either an earnings per share accretion 
perspective or an after-tax net present value perspective. 

  

  •   The relatively low tax basis of National Fuel’s assets, particularly its P&S assets, makes income taxes a significant negative. 
  

  •   National Fuel is adequately capitalized, has access to the public capital markets and does not require cash from MLP equity issuances 
to pursue its growth opportunities, especially those in Appalachia. 

  

  •   Additionally, National Fuel does not believe that it currently requires an additional public currency to pursue growth through 
acquisitions in the E&P and P&S sectors. 

  

  •   Because National Fuel currently trades at multiples in-line with E&P MLPs, creating value arbitrage through a subsidiary initial public 
offering seems unlikely because it would require substantial expansion of the multiple at which National Fuel’s stock trades. 

  

  •   There are potential operational, regulatory and administrative impediments to forming a P&S MLP given its integration with National 
Fuel’s other operations. 
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ADDITIONAL ASSET REVIEW:  
BETTER FOR OUR SHAREHOLDERS TO KEEP AT THIS TIME  

With the assistance of Morgan Stanley, National Fuel has also undertaken a review of those assets that New Mountain views as “non-core,” 
including the energy marketing business, the timber assets, and the landfill gas operations, to determine their strategic relevance and value to 
the Company.  

Energy Marketing  

The energy marketing business, which is carried out by National Fuel Resources, Inc. (“NFR”), markets natural gas to industrial, commercial, 
public authority and residential customers and also offers competitively-priced energy and energy management services.  

-more-  

   

  •   The complementary nature of NFR’s business and other National Fuel businesses contradicts New Mountain’s claim that NFR is a 
“non-core”  asset. 

  

  •   While the Company’s utility business segment earns its margin on the delivery portion of a natural gas sale, NFR is able to earn an 
incremental margin on the commodity side of the sale, thus providing the Company’s shareholders with the means to earn an 
incremental margin that would not otherwise be realized. 

  

  •   NFR is one of the largest marketers on the National Fuel utility system, which maintains Company relationships with retail utility 
customers that might otherwise be lost. 

  

  •   NFR also offers potential growth into markets beyond the Company’s core system, as evidenced by its expanding presence in the 
contiguous utility markets to the east which are served by National Grid, New York State Electric & Gas and Rochester Gas & 
Electric. 

  

  •   As employees and officers transfer among National Fuel’s business segments, the Company benefits from having employees and 
officers who have first-hand experience with a marketer in our territory. 

  

  •   We do not believe that a sale of our energy marketing assets, which consist principally of year-to-year contracts with customers, could 
be accomplished at the multiples assumed by New Mountain. 
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NFR is an important component of National Fuel and is strategically aligned with the Company’s commitment to participate in all segments of 
the natural gas business. Because NFR is an integral part of the overall success of National Fuel, we believe that selling this asset is not in the 
best interests of our shareholders.  

Timber  

Highland Forest Resources, Inc. and the Northeast Division of Seneca Resources Corporation carry out National Fuel’s timber segment 
activities. This segment markets veneer logs, export logs, sawlogs and green and kiln dry lumber from its timber holdings of more than 100,000 
acres and nearly 400 million board feet in Pennsylvania and New York. Our timber is located in the heart of the world’s best source of black 
cherry hardwood. Each year we typically harvest timber at about the same rate the timber asset increases through natural growth.  

-more-  

   

  •   Finally, NFR has achieved consistent and strong financial results with only modest capital investment and management attention from 
the Company. 

  •   National Fuel continually reviews and carefully considers the best use of its timber assets. In fact, in 2003, National Fuel exchanged 
about half of its timber assets to acquire the Empire State Pipeline in a tax-advantaged transaction. 

  •   While the timber asset has become valuable, it is a byproduct of our landholdings that support our Appalachian E&P, our P&S and our 
Utility operations. National Fuel owns the oil and gas rights underlying 90% of our timber acreage. Ownership of surface rights and 
private roads certainly facilitates drilling, gathering, processing and transporting gas on this acreage. 

  

  •   Depending on what kind of greenhouse gas legislation becomes law, an asset that absorbs substantial quantities of carbon dioxide may 
turn out to be useful in a carbon credit trading system. 

  

  •   This segment occupies a very small portion of management’s time and the Company’s capital, while contributing positively to net 
income. 

  

  •   Consequently, the Company has no current plans to sell the timber asset but remains alert to advantageous opportunities. 
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Landfill Gas  

Horizon LFG, Inc. (“Horizon”) is National Fuel’s landfill gas business that owns and operates short-distance landfill gas pipeline companies 
that purchase, process, transport and resell landfill gas to customers in six states.  

Landfill gas is recognized as a renewable, “green” energy that has environmental and economic benefits. Its use reduces greenhouse gas 
emissions, improves local air quality, reduces landfill odors, maintains jobs, saves money compared to traditional energy supplies, conserves 
non-renewable resources and increases energy security by relying on a locally available fuel source. Again, depending on the form greenhouse 
gas legislation takes, the value of this asset could be further enhanced under a carbon credit trading system.  

Horizon is an attractive, yet small, component of National Fuel’s overall asset base. This segment contributes positively to net income and 
requires a very small portion of management’s time and the Company’s capital – the balance sheet value of its net plant is only about 50 cents 
per share. The Company is currently in the process of determining whether to add to its asset position or to sell these assets. Once a conclusion 
is reached, it will be publicly disclosed to all shareholders.  

To summarize the additional asset review, even assuming New Mountain is correct that the energy marketing, timber and landfill gas assets 
could be sold for the prices that New Mountain assumes, New Mountain’s proposals would result in no significant incremental benefit to 
National Fuel’s shareholders. The Company has determined (1) not to sell its core energy marketing segment, (2) to hold its timber assets 
available for the right opportunity, and (3) to actively consider the future of its small landfill gas business.  

CONCLUSIONS  

Consistent with our track record of delivering significant value to our shareholders, the Board and management of National Fuel 
continually look to improve the Company’s performance and further drive growth . National Fuel maintains an active investor relations 
function, including regular meetings with shareholders. To that end, management has met and spoken with New Mountain frequently to gain an 
understanding of New Mountain’s perspective and ideas about National Fuel’s business. In addition to regular correspondence and telephone 
conversations during 2007, senior management has met personally with New Mountain three times. New Mountain was also permitted to 
address the Company’s full Board and shareholders at the 2007 Annual Meeting of Shareholders.  

-more-  
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Management has done its best to educate New Mountain and other shareholders about National Fuel’s business and the real opportunities and 
risks of different strategies for the Company’s future.  

We appreciate that New Mountain could not have had access to our proprietary well data, or known the details of our tax basis in various 
properties. But we are troubled at New Mountain’s continuing refusal to share with us the Schlumberger data, persisting to claim the potential 
for a billion dollar opportunity while ignoring the well data we have been disclosing since New Mountain first met with management, and 
claiming selected MLP data as comparable while discarding relevant examples.  

The Board respects New Mountain’s right as a shareholder to express its opinions regarding National Fuel, and we will continue to keep an 
open mind. However, after careful consideration, the Board believes that the proposals that New Mountain has set forth are flawed by 
inadequate analysis, and are not in the best interests of all of National Fuel’s shareholders at this time.  

-30-  

              
    Respectfully,     
               
  

  
NATIONAL FUEL GAS COMPANY  
Board of Directors   

  

               
     By:   /s/ P. C. Ackerman     
  

  
  

  
  

         P. C. Ackerman     
         Chairman and CEO     


