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United States
Securities and Exchange Commission
Washington, D.C. 20549

Form 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended December 31, 2002

Commission File Number 1-3880
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(716) 8577000

(Registrant's telephone number, including area)code

Indicate by check mark whether the registrant € filed all reports required to be filed by Sewcti or 15(d) of the Securities Exchange Act of4l88ring the preceding 12 months and (2) has
been subject to such filing requirements for thet 8@ days. YES  XNO

Indicate by check mark whether the registrant iaegelerated filer (as defined in Rule 12b-2 offixehange Act). YES _XNO __
Indicate the number shares outstanding of eadheoissuer's classes of common stock, as of thet jatacticable date:

Common Stock, $1 Par Value, outstanding maidiy 31, 2003: 80,586,337 shares.

Company or Group of Companies for which Reportilisd
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Part |. Financial Information

Item 1. Financial Statements

(Thousands of Dollars, Except Per Common Share Amou nts)

INCOME
Operating Revenues

National Fuel Gas Company
Consolidated Statements of Income and Earnings
Reinvested in the Business

(Unaudited)
December 3 1,
2002 2001

$479,706 $392,327

Operating Expenses
Purchased Gas
Fuel Used in Heat and Electric Generation
Operation and Maintenance
Property, Franchise and Other Taxes
Depreciation, Depletion and Amortization
Income Taxes

Operating Income
Income (Loss) from Unconsolidated Subsidiaries
Other Income

Income Before Interest Charges and
Minority Interest in Foreign Subsidiaries

205,754 129,406
19,027 15,618
90,772 104,546
18,877 17,205
45,648 44,045
27,612 22,709

407,690 333,529

72,016 58,798
241 (57)
1,825 2,190
74,08 2 60,931

Interest Charges
Interest on Long-Term Debt
Other Interest

Minority Interest in Foreign Subsidiaries

Income Before Cumulative Effect
Cumulative Effect of Change in Accounting

Net Income Available for Common Stock

EARNINGS REINVESTED IN THE BUSINESS
Balance at October 1

Dividends on Common Stock
(2002 - $0.26; 2001 - $0.2525)

23,027 21,921
3,182 5,180

26200 T ar101
( 939) ©23)
46,934 w207

( 638) -

46,296 33,207

549,397 513,488
595603 546,695
20,881 20,061

Balance at December 31

$574,812 $526,634

Earnings Per Common Share:
Basic:

Income Before Cumulative Effect $0.58 $0.42

Cumulative Effect of Change in Accounting (0.01) -

Net Income Available for Common Stock $0.57 $0.42
Diluted:

Income Before Cumulative Effect $0.58 $0.41

Cumulative Effect of Change in Accounting (0.01) -

Net Income Available for Common Stock $0.57 $0.41

Weighted Average Common Shares Outstanding:

Used in Basic Calculation 80,404,086 79,471,820
Used in Diluted Calculation 80,803,868 80,417,092

See Notes to Consolidated Financial Staterr



Item 1. Financial Statements (Cont.)

National Fuel Gas Company
Consolidated Balance Sheets

December 31,

2002 Se ptember 30,
(Unaudited) 2002
(Thousands of Dollars)
ASSET¢
Property, Plant and Equipment $4,577,729 $4,512,651
Less - Accumulated Depreciation, Depletion
and Amortization 1,703,715 1,667,906
2,874,014 2,844,745
Current Assets
Cash and Temporary Cash Investments 26,648 22,216
Receivables - Net 173,801 95,510
Unbilled Utility Revenue 67,603 21,918
Gas Stored Underground 52,309 77,250
Materials and Supplies - at average cost 33,521 31,582
Unrecovered Purchased Gas Costs 14,500 12,431
Prepayments 35,847 41,354
Fair Value of Derivative Financial Instruments 2,746 3,807
406,975 306,068
Other Assets
Recoverable Future Taxes 82,385 82,385
Unamortized Debt Expense 20,061 20,635
Other Regulatory Assets 30,707 26,104
Deferred Charges 3,868 5,914
Other Investments 66,060 65,090
Investments in Unconsolidated Subsidiaries 16,397 16,753
Goodwill 8,255 8,255
Other 24,972 25,360
252,705 250,496
$3,533,694 $3,401,309
See Notes to Consolidated Financial Statements
Item 1. Financial Statements (Cont.)
National Fuel Gas Company
Consolidated Balance Sheets
December 31,
2002 Se ptember 30,
(Unaudited) 2002
(Thousands of Dollars)
CAPITALIZATION AND LIABILITIES
Capitalization:
Comprehensive Shareholders' Equity
Common Stock, $1 Par Value
Authorized - 200,000,000 Shares; Issued
And Outstanding - 80,460,851 Shares
80,264,734 Shares, Respectively $ 80,461 $ 80,265
Paid in Capital 450,443 446,832
Earnings Reinvested in the Business 574,812 549,397
Total Common Shareholder Equity Before
Items of Other Comprehensive Loss 1,105,716 1,076,494
Accumulated Other Comprehensive Loss (68,319) (69,636)
Total Comprehensive Shareholders' Equity 1,037, 397 1,006,858
Long-Term Debt, Net of Current Portion 1,14 3,070 1,145,341
Total Capitalization 2,180,467 2,152,199
Minority Interest in Foreign Subsidiaries 30,3 64 28,785
Current and Accrued Liabilities
Notes Payable to Banks and
Commercial Paper 272,063 265,386
Current Portion of Long-Term Debt 160,830 160,564
Accounts Payable 140,747 100,886
Amounts Payable to Customers 1,511 -
Other Accruals and Current Liabilities 133,124 121,518
Fair Value of Derivative Financial Instruments 34,723 31,204
742,998 679,558
Deferred Credits
Accumulated Deferred Income Taxes 358,436 356,220
Taxes Refundable to Customers 15,596 15,596
Unamortized Investment Tax Credit 8,722 8,897
Other Regulatory Liabilities 82,145 82,676
Asset Retirement Obligation 36,723 -
Other Deferred Credits 78,243 77,378



579,865 540,767

Commitments and Contingencies - -

$3,533,694 $3,401,309

See Notes to Consolidated Financial Statements

Item 1. Financial Statements (Cont.)

National Fuel Gas Company
Consolidated Statements of Cash Flows

(Unaudited)

Three Months E nded
December 31 ,

(Thousands of Dollars) 2002 2001

OPERATING ACTIVITIES
Net Income Available for Common Stock $46,296 $33,207
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:

Depreciation, Depletion and Amortization 45,648 44,045
Deferred Income Taxes 3,009 4,637
Cumulative Effect of Change in Accounting 638 -
(Income) Loss from Unconsolidated Subsidi aries, Net of
Cash Distributions 356 412
Minority Interest in Foreign Subsidiaries 939 623
Other (755) 1,070
Change in:
Receivables and Unbilled Utility Revenue (123,472) (45,022)
Gas Stored Underground and Materials and
Supplies 23,078 27,880
Unrecovered Purchased Gas Costs (2,069) (2,892)
Prepayments 5,511 10,550
Accounts Payable 39,296 (29,413)
Amounts Payable to Customers 1,511 (7,686)
Other Accruals and Current Liabilities 12,845 4,407
Other Assets (4,227) 8,570
Other Liabilities 1,440 (1,713)

Net Cash Provided by
Operating Activities 50,044 48,675

INVESTING ACTIVITIES

Capital Expenditures (32,604) (60,795)

Investment in Partnerships - (383)

Other 915 15,848
Net Cash Used in Investing Activities 3 1,689) (45,330)

FINANCING ACTIVITIES

Change in Notes Payable to Banks and Commercial Paper 6,654 (133,559)
Net Proceeds from Issuance of Long-Term Debt - 148,977
Reduction of Long-Term Debt (2,704) (1,537)
Dividends Paid on Common Stock (20,830) (20,031)
Proceeds from Issuance of Common Stock 2,541 1,003
Net Cash Used in Financing Activities 1 4,339) (5,147)
Effect of Exchange Rates on Cash 416 185

Net Increase (Decrease) in Cash and Temporary Cash

Investments 4,432 16 17)
Cash and Temporary Cash Investments at October 1 22,216 36,227
Cash and Temporary Cash Investments at December 31 $26,648 $34,610

See Notes to Consolidated Financial Statements

Item 1. Financial Statements (Cont.)

National Fuel Gas Company
Consolidated Statements of Comprehensive Income

(Unaudited)
Three Months E nded
December 31 ,

(Thousands of Dollars) 2002 2001
Net Income Available for Common Stock $46,296 $33,207
Other Comprehensive Income (Loss), Before Tax:

Foreign Currency Translation Adjustment 4,226 2,909

Unrealized Gain on Securities Available for Sale 439 465

Unrealized Gain (Loss) on Derivative Financial | nstruments (13,151) 21,094

Reclassification Adjustment for Realized (Gains) Losses on

Derivative Financial Instruments in Net Income 7,631 (10,822)

Other Comprehensive Income (Loss), Before Tax (855) 13,646




Income Tax Expense Related to Unrealized Gain

on Securities Available for Sale Arising During the Period 154 162
Income Tax Expense (Benefit) Related to Unrealized Gain (Loss)

on Derivative Financial Instruments Arising Duri ng the Period (5,589) 7,846
Reclassification Adjustment for Income Tax (Expense ) Benefit on

Realized (Gains) Losses from Derivative Financia | Instruments

In Net Income 3,263 (4,254)
Income Taxes - Net (2,172) 3,754
Other Comprehensive Income (Loss) 1,317 9,892
Comprehensive Income (Loss) $47,613 $43,099

See Notes to Consolidated Financial Statements

Item 1. Financial Statements (Cont.)

National Fuel Gas Company

Notes to Consolidated Financial Statements
Note 1 - Summary of Significant Accounting Policies

Principles of Consolidation.The Company consolidates its majority owned erstifiehe equity method is used to account for mipantned entities. All significant intercompany batas and
transactions are eliminated.

The preparation of the consolidated faiainstatements in conformity with accounting pijrhes generally accepted in the United States oBAca requires management to make estimates anchpssns that affect the reported
amounts of assets and liabilities and disclosuonfingent assets and liabilities at the datdeffinancial statements and the reported amournsvehues and expenses during the reporting pekitidal results could differ from those
estimates.

Quarterly Earnings. The Company, in its opinion, has included all agipents that are necessary for a fair statemeihteofesults of operations for the reported peridtis. consolidated financial
statements and notes thereto, included herein)dbeuead in conjunction with the financial stagerts and notes for the years ended September @, 2001 and 2000 that are included in the
Company’s 2002 Form 10-K. The 2003 consolidatedrfaial statements will be examined by the Compaimglspendent accountants after the end of thel fysza.

The earnings for the three months endeceber 31, 2002 should not be taken as a predisfiearnings for the entire fiscal year endingt8eyper 30, 2003. Most of the Utility segment's Iiesis is seasonal in nature and is
influenced by weather conditions. Because of tixsaeal nature of the Utility segment’s heating bess, earnings during the winter months normaflyesent a substantial part of the Utility segmeeé&mings for the entire fiscal year.
The impact of abnormal weather on earnings dutiegheating season is partially reduced by the tiperaf a weather normalization clause (WNC) inélddn Distribution Corporation’s New York tariff i WNC is effective for
October through May billings. Distribution Corpaaat’s tariff for its Pennsylvania jurisdiction doest have a WNC. While the Pipeline and Storagensed's business is influenced by weather conditi@upply Corporation’s straight
fixed-variable rate design, which allows for recvef substantially all fixed costs in the demamdeservation charge, reduces the earnings impaeeather fluctuations.

Cumulative Effect of Change in Accounting Effective October 1, 2002, the Company adopted-thancial Accounting Standards Board’s (FASB) Stest of Financial Accounting Standards
No. 143,“Accounting for Asset Retirement Obligations” (SFA&3). SFAS 143 requires entities to record thevalue of a liability for an asset retirement ghliion in the period in which it is
incurred. When the liability is initially recordethe entity capitalizes the cost of increasingaherying amount of the related long-lived asseteiQime, the liability is adjusted to its preseatue
each period and the capitalized cost is depreciatedthe useful life of the related asset. InGloenpany’s case, SFAS 143 changed the accountingfgging and abandonment costs associated
with the Exploration and Production segment’s craifi@and natural gas wells. In prior fiscal yeats®s Company accounted for plugging and abandonowets using Securities and Exchange
Commission full cost accounting rules. SFAS 143 agslied retroactively to prior years to deterntime cumulative effect through October 1, 2002. Thiswulative effect reduced earnings for the
quarter ended December 31, 2002 by $0.6 milliohphancome tax. If the new method of accountinggtugging and abandonment costs had been effefttit@e quarter ending December 31,
2001, there would not have been a material chamgettincome available for common stock for tharger and the basic and diluted earnings per conshare amounts that were reported would
have remained the same.

Accounting for Goodwill. Effective October 1, 2002, the Company adopted FASBatement of Financial Accounting Standards INK2, “Goodwill and Other Intangible Assets” (SFA&] In
accordance with SFAS 142, the Company stopped &ation of goodwill and will test for impairment @m annual basis. The Company will complete itsaihimpairment test by March 31, 2003.
As shown on

Item 1. Financial Statements (Cont.)

the Consolidated Balance Sheet, the Company hasdiBion in goodwill. While the quarter ended Dedeer 31, 2002 did not have any amortization expasseciated with goodwill, the quarter
ended December 31, 2001 had $138,867 of goodwiliremation expense.

Consolidated Statement of Cash Flows:or purposes of the Consolidated Statement of Ekshs, the Company considers all highly liquid dielstruments purchased with a maturity of generally
three months or less to be cash equivalents.

Reclassification.Certain prior year amounts have been reclassifiehform with current year presentation.

Accumulated Other Comprehensive Income (Loss)The components of Accumulated Other Comprehernsi@me (Loss) are as follows (in thousands):

At December 31, 2002 At September 3 0, 2002

Minimum Pension Liability Adjustment $(34,435) $(34,4 35)
Cumulative Foreign Currency

Translation Adjustment (10,589) (14,8 15)
Net Unrealized Loss on Derivative

Financial Instruments (23,739) (20,5 45)
Net Unrealized Gain on Securities

Available for Sale 444 1 59
Accumulated Other Comprehensive Loss $(68,319) $(69,6 36)

Earnings Per Common Share Basic earnings per common share is computedviginly income available for common stock by thegied average number of common shares outstanaiing f
the period. Diluted earnings per common sharectflthe potential dilution that could occur if seties or other contracts to issue common stocleveseercised or converted into common stock.
The only potentially dilutive securities the Compdras outstanding are stock options. The diluteigiited average shares outstanding shown on theoGaeigd Statement of Income reflects the
potential dilution as a result of these stock apgias determined using the Treasury Stock Methtodk®ptions that are antidilutive are excludedrfrine calculation of diluted earnings per
common share. For the quarters ended DecembefB82,ghd 2001, 11,417,230 and 2,838,732 stock aptiespectively, were excluded as being antidiéutiv

Item 1. Financial Statements (Cont.)
Note 2 - Income Taxes
The components of federal and state income taxohsded in the Consolidated Statement of Incomeaar®llows (in thousands):

Three Months E nded
December 31 ,



Operating Expenses:
Current Income Taxes

Federal $18,794 $13,331
State 4,675 4,556
Foreign 1,134 185
Deferred Income Taxes
Federal 1,196 2,023
State 27) 51
Foreign 1,840 2,563
27,612 22,709
Other Income:
Deferred Investment Tax Credit (174) (174)
Minority Interest in Foreign Subsidiaries (425) (249)
Cumulative Effect of Change in Accounting (354) -

Total Income Taxes

The U.S. and foreign components of income befarerite taxes are as follows (in thousands):

Three Months Ended
December 31,

2002 2001
uUs. $70,025 $49,236
Foreign 2,930 6,257

$72,955 $55,493

Total income taxes as reported diffenfriie amounts that were computed by applying tHerfe income tax rate to income before income tekis following is a reconciliation of this differee (in thousands):

Item 1. Financial Statements (Cont.)

Three Months En ded
December 31,
2002 2001

Income tax expense, computed at

statutory rate of 35% $25,534 $19,422
Increase (reduction) in taxes resulting from:

State income taxes 3,021 2,995

Foreign tax differential (1,404) 309

Miscellaneous (492) (440)

Total Income Taxes $26,659 $22,286

Significant components of the Compangferted tax liabilities (assets) were as followstfiousands):

At December 31, 2002 At Septemb er 30, 2002
Deferred Tax Liabilities:
Property, Plant and Equipment $431,047 $417, 673
Other 20,805 27, 930
Total Deferred Tax Liabilities 451,852 445, 603

Deferred Tax Assets:

Other (93,416) (89, 383)
Total Deferred Tax Assets (93,416) (89, 383)
Total Net Deferred Income Taxes $358,436 $356, 220

Note 3 - Capitalization

Common Stock.During the three months ended December 31, 2082Ctmpany issued 199,561 shares of common stoak timel Company’s stock and benefit plans. The Compéso
repurchased and cancelled 3,444 shares of commok st

Note 4 - Commitments and Contingencies

Environmental Matters. The Company is subject to various federal, statelaral laws and regulations relating to the prioecof the environment. The Company has estaldighiecedures for
the ongoing evaluation of its operations to idgnpibtential environmental exposures and comply watfulatory policies and procedures. It is the Camys policy to accrue estimated
environmental clean-up costs (investigation andediation) when such amounts can reasonably beastihand it is probable that the Company will lipuneed to incur such costs. At December
31, 2002, the Company has estimated its remaineanep costs related to former manufactured gas plees and third party waste disposal sites willibéhie range of $5.1 million to $6.1 millic
The minimum liability of $5.1 million has been reded on the Consolidated Balance Sheet at DeceBib@002. Other than discussed in Note H of theZafrm 10-K (referred to below), the
Company is currently not aware of any material tioldal exposure to environmental liabilities. Howevadverse changes in environmental regulatiomsher factors could impact the Company.

For further discussion refer to Note Eommitments and Contingencies under the headingif@mmental Matters” in Item 8 of the Company’s 20®orm 10-K.
Item 1. Financial Statements (Cont.)
Other. The Company is involved in litigation arising irethormal course of business. Also in the normatsmof business, the Company is involved in taguleory and other governmental
audits, inspections, investigations and other prdirgys that involve state and federal taxes, safetypliance with regulations, rate base, cosenfise and purchased gas cost issues, among other

things. While the resolution of such matters cdwdgle a material effect on earnings and cash flaviisé period of resolution, none of these matterseapected to change materially the Company's
present liquidity position, nor have a material@de effect on the financial condition of the Comypi



Note 5- Business Segment Informatior. The Company has six reportable segments: Utlityeline and Storage, Exploration and Productisternational, Energy Marketing, and Timber. 1
breakdown of the Company’s reportable segmentasedupon a combination of factors including déferes in products and services, regulatory enviemiand geographic factors.

The data presented in the tables belfieatethe reportable segments and reconciliatiorsonsolidated amounts. There have been no chamgfes basis of segmentation nor in the basis afsagng segment profit or loss from
those used in the 2002 Form 10-K. There have beenaterial changes in the amount of assets foopeyating segment from the amounts disclosed 2602 Form 10-K.

Item 1. Financial Statements (Concl.)

Quarter Ended December 31, 2002 (Thousands)

Exploration Total Corporate and
Pipeline  and Energy Reportable Intersegment  Total
Utility and Storage Production Int ernational Marketing Timber Segments All Oth er Eliminations Consolidated

Revenue from
External
Customers ~ $290,073 $21,435  $73,471 $37,790 $42,676 $13,789 $479,234  $4 72 $- $479,706
Intersegment
Revenues 4,742 21,678 - - - - 26,420 - (26,420) -
Segment
Profit
(Loss):
Income Before
Cumulative
Effect of
Change in 19,277 10,734 8,811 2,771 1586 3,722 46,901 1 80 (147) 46,934
Accounting

Quarter Ended December 31, 2001 (Thousands)

Exploration Total Corporate and
Pipeline  and Energy Reportable Intersegment  Total
Utility and Storage Production Int ernational Marketing Timber Segments All Oth er Eliminations Consolidated

Revenue from
External
Customers  $222,355 $20,794  $75,000 $30,538 $32,785 $10,331 $391,803 $52 4 $ - $392,327
Intersegment
Revenues 5,633 22,151 - - - - 27,784 184 4 (29,628) -
Segment
Profit
(Loss): 18,041 10,014 1,441 993 1,948 1538 33975 5 (773) 33,207
Net Income

Note 6 - Subsequent Even©On February 6, 2003, the Company acquired the En§iamte Pipeline (Empire) from Duke Energy Corporefor $180.0 million in cash plus approximate58%0

million of project debt. Empire is a 157-mile, #%h pipeline that begins at the United States/@gmeborder at the Chippawa Channel of the Niagavar near Buffalo, New York, which is with
the Company’s service territory, and terminate€émtral New York just north of Syracuse, New Ydgkapire can transport 525 million cubic feet of gas day and currently has almost all of its
capacity under contract, with a substantial porbiemg long-term contracts. The initial financinfgtloe acquisition was accomplished through shartiteorrowings. Long-term financing
alternatives include issuing stock and selling reguilated assets such as Timber acreage and BEpioaad Production reserves. Presently, negotiatame ongoing for the sale of 70,000 acres of
timber and the Company expects that a purchasemgre will be finalized soon.

Item 2._Management's Discussion and Analysis oféial Condition and Results of Operations

RESULTS OF OPERATIONS
Critical Accounting Policies

For a complete discussion of critical accountinfigis, refer to “Critical Accounting Policies” item 7 of the Company’s 2002 Form 10-K. There hia@en no subsequent changes to that
disclosure.

Earnings

The Company'’s earnings were $46.3 millimn$.57 per common share ($.57 per common shmeediluted basis), for the quarter ended DecerBbe2002. This compares to earnings of $33.2 milla $0.42 per common share
($0.41 per common share on a diluted basis), fogtrarter ended December 31, 2001. However, earfinghe three months ended December 31, 200adadla reduction to earnings in the amount of $0ligon ($0.01 per common
share on a basic and diluted basis) representsgumulative effect of a change in accounting fagging and abandonment costs in the Company’sdeapbn and Production segment. Earnings for theetmonths ended December
31, 2002 before the cumulative effect of a changectounting were $46.9 million. The increase imieays of $13.7 million (exclusive of the cumulatieffect of change in accounting) is primarily theult of higher earnings in the
Exploration and Production segment. Additional d&ston of earnings in each of the business segmantbe found in the business segment informatianfollows.

Earnings (Loss) by Segment

Increase

Three Months Ended December 31 (Thousands) 2002 2001 (Decrease)
Utility $19,277 $18,041 $1,236
Pipeline and Storage 10,734 10,014 720
Exploration and Production (1) 8,173 1,441 6,732
International 2,771 993 1,778
Energy Marketing 1,586 1,948 (362)
Timber 3,722 1,538 2,184
Total Reportable Segments 46,263 33,975 12,288
All Other 180 5 175
Corporate (147) (773 ) 626
Total Consolidated (1) $ 46,296 $ 33,207 $ 13,089
(1) Exclusive of the Cumulative Effect of Change in Accounting, earnings for the three months ended
December 31, 2002 for the Exploration and Productio n segment and Total Consolidated would

have been $8,811 and $46,934, respectively.



Item 2._Management's Discussion and Analysis odifiéial Condition and Results of Operations (Cont.)
Utility

Utility Operating Revenues

Increase
Three Months Ended December 31 (Thousands) 2002 2001 (Decrease)
Retail Sales Revenues:
Residential $207,985 $164,836 $ 43,149
Commercial 34,840 25,994 8,846
Industrial 6,835 3,166 3,669
249,660 193,996 55,664
Off-System Sales 26,308 11,345 14,963
Transportation 22,510 22,493 17
Other (3,663) 154 (3,817)
$294,815 $227,988 $ 66,827
Utility Throughput
Increase
Three Months Ended December 31 (million cubic feet) (MMcf) 2002 2001 (Decrease)
Retail Sales:
Residential 22,880 17,913 4,967
Commercial 4,095 3,117 978
Industrial 1,310 698 612
28,285 21,728 6,557
Off-System Sales 5,267 3,949 1,318
Transportation 16,523 15,235 1,288
50,075 40,912 9,163

Quarter Ended December 31, 2002 Compared with Quaet Ended December 31, 2001

Operating revenues for the Utility segment incree®®6.8 million for the quarter ended December2RD2 as compared with the quarter ended Decemh@0B1. The increase in revenues is
primarily the result of an increase in sales volsnas shown above, and an increase in the avesagefgurchased gas ($5.67 and $4.91 per thousarid feet (Mcf) during the quarters ended
December 31, 2002 and 2001, respectively). Purdhgae costs are recovered dollar for dollar inmees. Colder weather, as shown in the table bed@s,the major factor for the increase in retail
sales volumes and transportation volumes. Gre#ftsystem sales volumes and higher gas pricesuich sales contributed to an increase in off-systales revenues; however, the margins
resulting from off-system sales are minimal. Therdase in other revenues primarily reflects esehagfund provisions recorded in the quarters emEmember 31, 2002 and 2001 amounting to
$5.5 million and $1.6 million, respectively. Theséund provisions were recorded in the Utility’si¥ork jurisdiction under an earnings sharing mexds@. This earnings sharing mechanism,
which is in accordance with the thrgear rate settlement reached with the NYPSC that iméo effect October 1, 2000 (New York Rate Settnt), requires the Utility to share with custosred%

of earnings above a predetermined amount. The ffigfiahd for the New York Rate Settlement will netknown until the end of 2003.

The Utility segment’s earnings for theagter ended December 31, 2002 were $19.3 millinrinerease of $1.2 million when compared with therter ended December 31, 2001. The major factahfs increase was the impact of
weather, which in the Pennsylvania jurisdiction \wpproximately 34% colder than last year's firsager. The impact of weather variations on earningbe New York jurisdiction is mitigated by tHatisdiction’s weather normalizatic
clause (WNC). The WNC in New York,
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which covers the eight-month period from Octobeotigh May, has had a stabilizing effect on earnfogshe New York rate jurisdiction. In additiom periods of colder than normal weather, the
WNC benefits Distribution Corporation’s New Yorkstamers. For the quarter ended December 31, 2002VNC resulted in a benefit to customers of $1ilBam since it was colder than normal.
For the quarter ended December 31, 2001, the W&epved earnings of $4.5 million (after tax) fosfibution Corporation since it was warmer thammalt The refund provision discussed above
partially offset the positive impact of colder wleatt in the Pennsylvania jurisdiction as the Newkyjarisdiction truedudp its cumulative refund provision under the eagaisharing mechanism in
New York Rate Settlement through December 31, 2882nentioned above, the final refund will not ®wn until the end of 200:

Degree Days

Perc ent
Three Months Ended Colder Than
December 31 Normal 2002 2001 Normal Prior Year
Buffalo 2,311 2,383 1,799 31 325
Erie 2,016 2,227 1,659 10.5 34.2
Pipeline and Storage
Pipeline and Storage Operating Revenues
Increase

Three Months Ended December 31 (Thousands) 2002 2001 (Decrease)
Firm Transportation $21,813 $22,383 $ (570)
Interruptible Transportation 347 780 (433)

22,160 23,163 (1,003)
Firm Storage Service 15,769 15,374 395
Other 5,184 4,408 776

$43,113 $42,945 $ 168
Pipeline and Storage Throughput

Increase

Three Months Ended December 31 (Thousands) 2002 2001 (Decrease)
Firm Transportation 84,694 72,050 12,644
Interruptible Transportation 790 1,990 (1,200)

85,484 74,040 11,444

Quarter Ended December 31, 2002 Compared with Quaet Ended December 31, 2001



Operating revenues for the Pipeline and Storagmeegincreased $.2 million for the quarter endededeber 31, 2002 as compared with the quarter ebdedmber 31, 2001. Higher reveni

from unbundled pipeline sales and open accesspwaiasion and higher storage service revenues laegely offset by lower transportation revenuesbulmdled pipeline sales and open access
transportation revenues are included in “Othereraie in the table above. While transportation vesincreased, volume fluctuations generally dchaot a significant impact on revenues as a
result of Supply Corporation’s straight fixed-véliarate design which allows for recovery of subsgdly all fixed costs in the demand or reservatiharge.

Earnings in the Pipeline and Storage segrimcreased $.7 million from $10.0 million foethuarter ended December 31, 2001 to $10.7 miltiothe quarter ended December 31, 2002. The nfiapoor for this increase was lower
operation and maintenance expense.
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Exploration and Production

Exploration and Production Operating Revenues

Increase
Three Months Ended December 31 (Thousands) 2002 2001 (Decrease)
Gas (after Hedging) $35,762 $35,104 $ 658
Oil (after Hedging) 36,629 33,337 3,292
Gas Processing Plant 6,561 4,219 2,342
Other (461) 5,442 (5,903)
Intrasegment Elimination * (5,020) (3,102) (1,918)
$73,471 $75,000 $(1,529)
* Represents the elimination of certain West Coast gas production included in "Gas (after Hedging)" in the table above that was sold
to the gas processing plant shown in the table above. An elimination for the same dollar amo unt was made to reduce the gas
processing plant's Purchased Gas expense.
Production Volumes
Increase
Three Months Ended December 31 2002 2001 (Decrease)
Gas Production  (million cubic feet)
Gulf Coast 5,359 7,188 (1,829)
West Coast 1,196 1,246 (50)
Appalachia 1,088 1,058 30
Canada 1,506 1,831 (325)
9,149 11,323 (2,174)
Qil Production (thousands of barrels)
Gulf Coast 390 454 (64)
West Coast 736 748 (12)
Appalachia 2 2 -
Canada 640 755 (115)
1,768 1,959 (191)
Average Prices
Increase
Three Months Ended December 31 2002 2001 (Decrease)
Average Gas Price/Mcf
Gulf Coast $4.19 $2.41 $1.78
West Coast $4.05 $2.35 $1.70
Appalachia $3.62 $3.66 $(0.04)
Canada $3.59 $2.07 $1.52
Weighted Average $4.01 $2.47 $1.54
Weighted Average After Hedging $3.91 $3.10 $0.81
Average Oil Price/barrel (bbl)
Gulf Coast $26.99 $19.16 $7.83
West Coast $23.79 $15.35 $8.44
Appalachia $27.47 $24.93 $2.54
Canada $23.03 $14.40 $8.63
Weighted Average $24.23 $15.88 $8.35
Weighted Average After Hedging $20.72 $17.01 $3.71
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Quarter Ended December 31, 2002 Compared with Quaet Ended December 31, 2001

Operating revenues for the Exploration and Prodactegment decreased $1.5 million for the quartdee December 31, 2002 as compared with the quearteyd December 31, 2001. The main
reason for this decrease is that the quarter eddedmber 31, 2001 included a positive mark-to-ntaaligistment associated with certain derivativariial instruments in the amount of $5.1
million that did not recur in the quarter ended &mber 31, 2002. The mark-to-market adjustmentfisated in the “Other” revenues decrease of $5/8anishown in the table above. Offsetting
this decrease, oil production revenue after hedgiogeased $3.3 million from the quarter ended Bdzer 31, 2001 as the weighted average price @ffi@t hedging increased 22%, and gas
processing plant revenues increased $2.3 millientdinigher gas prices. Gas production revenue ladigging also increased $0.7 million as the weiglaverage price of gas after hedging
increased 26%. The revenue increase resulting figher weighted average gas prices after hedgitpptioffset the revenue decrease associated \&ith illion cubic feet (Bcf) decline in gas
production. Most of this production decline occdrie the Gulf Coast of Mexico (a 1.8 Bcf declin€pe Company had anticipated some of this declingaduction due to its plan to phase out of
that region. However, the production decline in@ef Coast of Mexico was amplified by the shuttingof production during Hurricane Lili. As a resof the hurricane, some wells have not
returned (and are not expected to return) to predane production levels and certain anticipatemtipction for fiscal 2003 will be delayed untilda 2004. As a result, the Company has revised its
fiscal 2003 production estimates from 80 to 85 &gfiivalent (Bcfe) to 76 to 81 Bcfe.*

The Exploration and Production segmeedisiings for the quarter ended December 31, 2002 $&2 million compared with earnings of $1.4 iwillfor the quarter ended December 31, 2001. Howexediscussed above,
earnings for the three months ended December 8P, d@luded a reduction to earnings in the amo@i$0 million representing the cumulative effetaachange in accounting for plugging and abandenrests. Exclusive of the
cumulative effect, earnings in the Exploration &rdduction segment for the three months ended Dieee81, 2002 were $8.8 million. In the quarter ehBecember 31, 2001, this segment recorded a roumrieg net $3.3 million
(after tax) non-cash charge to reserve for the Gmy’s exposure to Enron Corp. (“Enron”). Exclusdfethis non-cash charge, earnings in the Explonagiod Production segment for the three months eDéedmber 31, 2001 were $4.7
million. The increase in earnings of $4.1 milli@x¢lusive of the cumulative effect of change inantting and the non-cash Enron reserve) was ladyedyto higher oil and gas prices and lower workewpenses in the Gulf of Mexico.

International

International Operating Revenues

Increase
Three Months Ended December 31 (Thousands) 2002 2001 (Decrease)




Heating $28,155 $22,67 3 $ 5,482

Electricity 8,929 7,09 9 1,830
Other 706 76 6 (60)
$37,790 $30,53 8  $7.252
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International Heating and Electric Volumes

Increase
Three Months Ended December 31 2002 2001 (Decrease)
Heating Sales (Gigajoules) (1) 3,234,863 3,231,69 2 3,171
Electricity Sales (megawatt hours) 284,089 261,68 1 22,408

(1) Gigajoules = one billion joules. A joule is a unit of energy.
Quarter Ended December 31, 2002 Compared with Quaet Ended December 31, 2001

Operating revenues for the International segmeteased $7.3 million for the quarter ended DecerBbeR002 as compared with the quarter ended Deze8ih 2001. The increase was primarily
due to higher heating revenues and electricitymags. Heating revenues increased due to higher (@beroximately 3%) and higher volumes. Electyioivenues increased due to a 9% increase in
electric volumes, which more than offset a 3% diterease. Another factor in the overall increadatgrnational segment revenues was an increabe iaverage value of the Czech Koruna (CZK)
compared to the U.S. dollar.

The International segment's earningstferquarter ended December 31, 2002 were $2.8&miliin increase of $1.8 million when compared witmings of $1.0 million for the quarter ended Deber 31, 2001. The increase can
largely be attributed to higher margins resultirani the increase in heating and electricity reverarel the increase in the average value of the @iZ¢Ussed above.

Energy Marketing

Energy Marketing Operating Revenues

Increase
Three Months Ended December 31 (Thousands) 2002 2 001 (Decrease)
Natural Gas (after Hedging) $42,674 $32, 804 $9,870
Other 2 (19) 21

$42,676 $32, 785 $9,891

Energy Marketing Volumes

Increase
Three Months Ended December 31 2002 2 001 (Decrease)
Natural Gas - (MMcf) 7,674 7, 190 484

Quarter Ended December 31, 2002 Compared with Quaet Ended December 31, 2001

Operating revenues for the Energy Marketing segrimenéased $9.9 million for the quarter ended Ddmam31, 2002 as compared with the quarter endeéreer 31, 2001. This increase largely
reflects higher gas sales revenue due to an ireiadke price of natural gas.

The Energy Marketing segment’s earnimgste quarter ended December 31, 2002 were $1li6mi decrease of $0.3 million when comparechweiarnings of $1.9 million for the quarter ended¢&mwber 31, 2001. This decrease
is largely a result of lower margins on gas sales.
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Timber

Timber Operating Revenues

Increase
Three Months Ended December 31 (Thousands) 2002 2 001 (Decrease)
Log Sales $7,720 $5, 378 $2,342
Green Lumber Sales 1,582 1, 644 (62)
Kiln Dry Lumber Sales 4,215 3,
Other 272
Operating Revenues $13,789 $10,

Timber Volumes (in Board Feet)

Increase
Three Months Ended December 31 (Thousands) 2002 2 001 (Decrease)
Log Sales 2,576 2,
Green Lumber Sales 3,163 3,
Kiln Dry Lumber Sales 2,774 1,
8,513 7,

Quarter Ended December 31, 2002 Compared with Quaet Ended December 31, 2001

Operating revenues for the Timber segment incred8égdmillion for the quarter ended December 3D28s compared with the quarter ended Decemb@0BIL, This increase is largely due to an
increase in sales volume, specifically cherry lagd cherry lumber. Cherry logs and lumber commhbechtghest price.

The Timber segment’s earnings for thertguaended December 31, 2002 were $3.7 milliorinarease of $2.2 million when compared with earsinfy$1.5 million for the quarter ended December20ID1. Higher margin resulting
from the increase in sales volume discussed abagetive main factor in the earnings increase.

Income (Loss) from Unconsolidated Subsidiaries



The Compan’s unconsolidated subsidiaries consist of equityhotéinvestments in Seneca Energy I, LLC (Seneadsf), Model City Energy, LLC (Model City), and BHgg Systems North Ea:
LLC (ESNE). The Company has 50% ownership interiestgch of these entities. Seneca Energy and Moitlehenerate and sell electricity using methaa® gptained from landfills owned by
outside parties. ESNE generates electricity frorB@megawatt, combined cycle, natural gas-firedgrgulant in North East, Pennsylvania. ESNE sedlgliéctricity into the New York power grid.

The Company recorded income of $0.2 amilliiuring the quarter ended December 31, 2002ktatits investments in the unconsolidated suasil discussed above. This compares with a 10$6.&fmillion recorded during the
quarter ended December 31, 2001. The increase.®ffillion is largely due to a $0.4 million increeim income from the Company’s investment in Sertgwergy.

Interest Charges

Interest on long-term debt increased $1.1 millionthe quarter ended December 31, 2002 as compatitethe quarter ended December 31, 2001. Thigase can be attributed primarily to a
higher average amount of long-term debt outstanding
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Other interest charges decreased $2lmfbr the quarter ended December 31, 2002 aspeoad with the quarter ended December 31, 200%. détrease resulted mainly from a decrease invéirage amount of short-term debt
outstanding.

The increase in the average amount @f-tenm debt outstanding and the decrease in theg@emount of short-term debt outstanding andethalting impact on interest expense can be at&ibto the November 2001 medium-
term note issuance. In November 2001, the Compssued $150.0 million of 6.70% medium-term notesidudovember 2011. Proceeds from the medium-terta issuance were used to reduce short-term borgswin

CAPITAL RESOURCES AND LIQUIDITY

The Company'’s primary source of cash during theethronth period ended December 31, 2002 consistedstf provided by operating activities. This sourceash was supplemented by issua
of common stock under the Company’s stock and litgpiahs, as well as by short-term borrowings.

Operating Cash Flow

Internally generated cash from operating activitiessists of net income available for common stadjysted for non-cash expenses, non-cash incothetemges in operating assets and liabilities.
Nor-cash items include depreciation, depletion andrémation, deferred income taxes, cumulative efffathange in accounting, income or loss from usotidated subsidiaries net of cash
distributions, and minority interest in foreign sidaries.

Cash provided by operating activitieshie Utility and the Pipeline and Storage segmeratg wary from period to period because of the impécate cases. In the Utility segment, suppliéumes, over- or under-recovered
purchased gas costs and weather may also sigriifigarpact cash flow. The impact of weather on cisW is tempered in the Utility segment's New Yaeke jurisdiction by its WNC and in the PipelinedaStorage segment by Supply
Corporation’s straight fixed-variable rate design.

Because of the seasonal nature of thénlgelausiness in the Utility, Energy Marketing anternational segments, revenues in these segraentslatively high during the heating season, grilythe first and second quarters of
fiscal year, and receivables historically incredseng these periods from what was receivable ptebeber 30.

The storage gas inventory normally dedliduring the first and second quarters of the gediis replenished during the third and fourthrgara. For storage gas inventory accounted for utgelast-in, firsteut (LIFO) method, th
current cost of replacing gas withdrawn from sterigrecorded in the Consolidated Statements @hhecand a reserve for gas replacement is recondiae iConsolidated Balance Sheets under the caffditver Accruals and Current
Liabilities.” Such reserve is reduced as the inugnts replenished.

Cash provided by operating activitieshie Exploration and Production segment may vamnfperiod to period as a result of changes in timensodity prices of natural gas and crude oil. ThenBany uses various derivative
financial instruments, including price swap agreets@nd no cost collars in an attempt to manageetiérgy commodity price risk.

Net cash provided by operating activitisled $50.0 million for the three months endet&mber 31, 2002, an increase of $1.3 million cartpwith the $48.7 million provided by operatingieities for the three months ended
December 31, 2001. Higher cash receipts from theecafail and
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gas in the Exploration and Production segment diregher oil and gas prices were largely offsehimgher working capital requirements in the Utilitggment due to higher gas prices.
Investing Cash Flow

Expenditures for Londived Assets

Expenditures for long-lived assets include add&itmproperty, plant and equipment.

The Company'’s expenditures for long-lived assetded $32.6 million during the three months endeddnber 31, 2002. The table below presents thgmnditures:

Three Months Ended December 31, 2002
(in millions of dollars)

Total
Expenditures for
Long-Lived Assets

Utility $13.1
Pipeline and Storage 5.6
Exploration and Production 12.7
International 0.5
Timber 0.7
Energy Marketing -
All Other -

$32.6

Utility.

The majority of the Utility capital expenditures neamade for replacement of mains and main exteasaswell as for the replacement of service lines.

Pipeline and Storage

The majority of the Pipeline and Storage capitgesditures were made for additions, improvememts raplacements to this segment’s transmissiorsttdge systems.

February 6, 2003, the Company acquirecEimpire State Pipeline (Empire) from Duke Energyp@ration for $180.0 million in cash plus approately $58.0 million of project debt. Empire is a73ifile, 24-inch pipeline that
begins at the United States/Canadian border aEliigpawa Channel of the Niagara River near Buffillew York, which is within the Company’s serviceri®ry, and terminates in Central New York justthoof Syracuse, New York.
Empire can transport 525 million cublc feet of gas day and currently has almost all of its capaeitder contract, with a substantial portion bdong-term contracts. The initial financing of thegaisition was accomplished through
short-term borrowings. Long-term financing alteives include issuing stock and selling non-regulassets such as Timber acreage and ExploratioRranitiction reserves.* Presently, negotiationsoagwing for the sale of 70,000
acres of timber and the Company expects that &npeecagreement will be finalized soon.*
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The Company also continues to exploréuaropportunities to participate in transportireg go the Northeast, either through Supply Corpmra system or in partnership with others. Thiglies the proposed Northwinds
Pipeline that the Company and TransCanada PipeLingiged are pursuing. This project would be a 2ife, 30inch natural gas pipeline that would originate inki¢all, Ontario, cross into the United States nBaffalo, New York an
follow a southerly route to its destination in fBisburc-Leidy area in Pennsylvania.* The Company did notirany material costs associated with this prajecing the quarter ended December 31, 2002. Titialicapacity of the



pipeline would be approximately 500 million cubéet of natural gas per day with the estimated aitte pipeline ranging from $350-$400 million.*tHe pipeline is constructed, it is possible thatgmificant amount of the construction
costs would be financed by banks or other finaringtitutions with the pipeline serving as collatefor the financing arrangement.*

Exploration and Production

The Exploration and Production segment capital edjteres for the three months ended December 32 R®luded approximately $12.2 million for shere drilling construction and recomplet
costs for wells located in Louisiana, Texas, Cafifa and Canada as well as onshore geological eophysical costs and fixed asset purchases. C¥ith& million amount, $7.1 million was spent
on the Exploration and Production segment’s Camagiiaperties. The Exploration and Production sedmeapital expenditures also included approxinya$€l.5 million for Seneca’s offshore
program in the Gulf of Mexico.

International

The majority of the International segment capitadenditures were concentrated in improvements epldcements within the district heating and povesregation plants in the Czech Republic.

Timber

The majority of the Timber segment capital expaméi were made for purchases of equipment for Higlis sawmill and kiln operations. As discussedvabaegotiations are ongoing for the sale
of 70,000 acres of timber and the Company exphetsa purchase agreement will be finalized soon.*

The Company continuously evaluates chpikpenditures and investments in corporationspartherships. The amounts are subject to modifindtr opportunities such as the acquisition aiative oil and gas properties, timber
or storage facilities and the expansion of transioisline capacities. While the majority of capiapenditures in the Utility segment are necessitay the continued need for replacement and upgyad mains and service lines, the
magnitude of future capital expenditures or otheestments in the Company’s other business segrdepends, to a large degree, upon market conditions

Financing Cash Flow

Consolidated short-term debt increased ##llion during the first quarter of 2003. Ther@pany continues to consider short-term debt an ftappsource of cash for temporarily financing ¢alpgxpenditures and investments in
corporations and/or partnerships, gas-in-storagenitory, unrecovered purchased gas costs, exmlaratid development expenditures and other worlapial needs. Fluctuations in these items can hasignificant impact on the
amount and timing of short-term debt. The Compaay Becurities and Exchange Commission (SEC) aattimm under the Public Utility Holding Company Axft1935, as amended, to borrow and have outstgredirmuch as $750.0
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million of short-term debt at any time through Dexter 31, 2005. The total amount available to beedsinder the Company’s commercial paper progré@0dg.0 million. The commercial paper
program is backed by a committed $220 million, 84-and 3-year credit facility. Under this comnttedit facility, the Company agrees that its delitapitalization ratio will not at the last day
of any fiscal quarter, exceed .65 from SeptembefB02 through September 30, 2003, .625 from Octbp2003 through September 30, 2004 and .60 fratol@r 1, 2004 and thereafter. With
regards to the Company’s short-term notes payatbanks, the Company utilizes uncommitted banksliofecredit aggregating to $440.0 million. Theseammitted bank lines of credit are
revocable at the option of the financial institascand are reviewed on an annual basis. The Congdiypates that these lines of credit will congérto be renewed.* If a downgrade in the
Company’s commercial paper program credit ratingsevio occur, access to the commercial paper nsankigiht not be possible.* However, the Company etgpthat it could borrow under its
uncommitted bank lines of credit or seek otheritigy sources, including cash provided by operatidt December 31, 2002, the Company had outstanshort-term notes payable to banks and
commercial paper of $152.3 million and $119.8 miilirespectively.

The Company'’s present liquidity positierbelieved to be adequate to satisfy known dem&ntisler the Company’s existing indenture covenaatt®ecember 31, 2002, the Company would have peenitted to issue up to a
maximum of $230.0 million in additional long-termsecured indebtedness at projected market intextest (subject to the debt to capitalization ratinstraints noted in the previous paragraph) iritiaticto being able to issue new
indebtedness to replace maturing debt.

The Company'’s indenture also containsagercross-default provisions wherein the failuyetfie Company to pay the scheduled interest ocipat on its outstanding short-term or long-terrbtd@ such failure is not cured) could
trigger the obligation to re-pay the debt outstagdinder said indenture. The Company believestthas adequate committed credit facilities in plée protect against such defaults.*

The Company also has authorization froen3EC, under the Public Utility Holding Companyt A£1935, to issue long-term debt securities andtg securities in amounts not exceeding $1.5dnilat any one time outstanding
during the order’s authorization period, which exte to December 31, 2005. In January 2003, the Goynegistered and has available $800 million bt @&d equity securities under the Securities Ad933.

The Company has entered into certairbafénce sheet financing arrangements. These fingracrangements are primarily operating and calsigales. The Company’s consolidated subsidiaries bperating leases, the majority
of which are with the Utility and the Pipeline aBtbrage segments, having a remaining lease commtimfi@pproximately $30.4 million. These leasesehagen entered into for the use of vehicles, coatitin tools, meters, computer
equipment and other items and are accounted fopasting leases. The Company’s unconsolidateddiatiss, which are accounted for under the equigthod, have capital leases of electric generaingpment having a remaining
lease commitment of approximately $9.5 million. @mpany has guaranteed 50% or $4.8 million ofetteepital lease commitments.

The following table summarizes the Conysuontractual financial commitments at DecembEr202 and the twelve-month periods over whicly thecur:
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Payments by Expected Maturity Dates

(Millions of Dollars) 2003 2004 2005 2006 2007 T hereafter Total

Long-Term Debt 160.8 235.8 4.8 33 - 899.2 $1,303.9
Short-Term Bank Notes 152.3 - - - - - 152.3
Commercial Paper 119.8 - - - - - 119.8
Operating Lease Commitments 8.0 6.1 4.8 34 2.6 55 30.4
Capital Lease Commitments 0.6 0.6 0.8 0.7 0.6 1.5 4.8

The amounts and timing of the issuancksate of debt and/or equity securities will dependnarket conditions, indenture requirements, leggry authorizations, and the requirements ofGbenpany.
The Company is involved in litigation arising irethormal course of business. Also in the normatsmof business, the Company is involved in taguli@ory and other governmental audits,
inspections, investigations and other proceedihgsibvolve state and federal taxes, safety, caanpé with regulations, rate base, cost of serviceparchased gas cost issues, among other things.
While the resolution of such matters could haveatemial effect on earnings and cash flows in ther pé resolution, none of these matters, are expletct change materially the Company’s present
liquidity position, nor have a material adverseseffon the financial condition of the Company.
Market Risk Sensitive Instruments

For a complete discussion of market risk sensitigguments, refer to “Market Risk Sensitive Instents” in Item 7 of the Company’s 2002 Form 10-Kefle have been no subsequent material
changes to the Company’s exposure to market riséitsee instruments.

RATE MATTERS
Utility Operation

Base rate adjustments in both the New York and $évamnia jurisdictions do not reflect the recovefypurchased gas costs. Such costs are recovermdjthoperation of the purchased gas
adjustment clauses of the appropriate regulatottycaities.

New York Jurisdiction
On October 11, 2000, the NYPSC approved a settleagraement (Agreement) between Distribution Caafion, Staff of the Department of Public Servites New York State Consumer
Protection Board and Multiple Intervenors (an adtedor large commercial and industrial custom#ra) establishes rates for a three-year periochbewj October 1, 2000. For a complete

discussion of this Agreement, refer to "Rate Mattan Item 7 of the Company's 2002 Form 10-K. Theaee been no subsequent changes to that disclosure

On September 20, 2001, the NYPSC issued an ordier wvhich Distribution Corporation was Ordered tm® Cause why an action for penalties up to $18anishould not be commenced
against it for alleged violations of consumer petiten requirements. According to the NYPSC, thegal violations may have caused or contributetlealeath of an individual in an unhea



apartment. On December 3, 2001, Distribution Caation filed its response (submitted under a seabafidentiality imposed by the Supreme Court, E@inty designed to protect the persc
privacy interests of the deceased individual) atfiested that the NYPSC either close (dismisspluav Cause proceeding based on the evidence pedsarDistribution’s response, or hold
investigatory hearings “to demonstrate that a pgraaition is unwarranted.” On July 25, 2002 the ¥Pissued an order granting Distribution Corpordsigequest for hearings, and referred the
matter to an administrative law judge for schedulifihe Company believes and will continue to vigisty assert that the NYPSC's allegations lack merit

Pennsylvania Jurisdiction

Distribution Corporation currently does not have case on file with the Pennsylvania PublicitytCommission (PaPUC). On January 27, 2003, istion Corporation petitioned the PaPUC
for a waiver of a rate case filing requirementtiatato use of historic information for the purpasfeestablishing new rates. The purpose of thedils to permit Distribution Corporation to filerate
case on or before April 1, 2003 using projectioasdal on the fiscal year ended September 30, 20@2o0tcome of Distribution Corporation's effort nahbe ascertained at this time.

Item 2. Management's Discussion and Analysis oéfiiial Condition and Results of Operations (Cont.)

Pipeline and Storage

Supply Corporation currently does not have a rage ©n file with the FERC. Management will contitaenonitor Supply Corporation’s financial positiimmdetermine the necessity of filing a rate
case in the future.

Other Matters

Environmental Matters. The Company is subject to various federal, statelaral laws and regulations relating to the prideecof the environment. The Company has estatdigiiecedures for
the ongoing evaluation of its operations to idgnpibtential environmental exposures and comply watfulatory policies and procedures. It is the Camys policy to accrue estimated
environmental clean-up costs (investigation andediation) when such amounts can reasonably beastihand it is probable that the Company will lipuied to incur such costs. At December
31, 2002, the Company has estimated its remaie@aneup costs related to former manufactured gas gites and third party waste disposal sitesheilin the range of $5.1 million to $6.1
million.* The minimum liability of $5.1 million hadeen recorded on the Consolidated Balance Sh&stcatmber 31, 2002. Other than discussed in Natethe 2002 Form 10-K (referred to
below), the Company is currently not aware of aratarial additional exposure to environmental lide. However, adverse changes in environmengallations or other factors could impact the
Company.*

For further discussion refer to Note Bommitments and Contingencies under the headingif@mmental Matters” in Item 8 of the Company’s 20®orm 10-K.

Safe Harbor for Forward-Looking Statements.The Company is including the following cautionatgtement in this Form 1Q-to make applicable and take advantage of thetsaf®or provision
of the Private Securities Litigation Reform Actk#95 for any forward-looking statements made bygrobehalf of, the Company. Forward-looking statetsénclude statements concerning plans,
objectives, goals, strategies, future events dopaance, and underlying assumptions and othegratatts which are other than statements of histdects. From time to time, the Company may
publish or otherwise make available forward-lookstgtements of this nature. All such subsequemtdat-looking statements, whether written or oral miether made by or on behalf of the
Company, are also expressly qualified by thesé@zarty statements. Certain statements containezirhéncluding without limitation those which aresignated with an asterisk (“*”), are forward-
looking statements and accordingly involve riskd ancertainties which could cause actual resultutcomes to differ materially from those expressetthe forward-looking statements. The
forward-looking statements contained herein aredbas various assumptions, many of which are basedrn, upon further assumptions. The Companyjseetations, beliefs and projections are
expressed in good faith and are believed by thegammto have a reasonable basis, including, withmiation, management’s examination of historioperating trends, data contained in the
Company’s records and other data available frond fharties, but there can be no assurance thatgearent’s expectations, beliefs or projections vedult or be achieved or accomplished. In
addition to other factors and matters discussezhisre herein, the following are important factbis, in the view of the Company, could cause dcesults to differ materially from those
discussed in the forward-looking statements:

1. Changes in economic conditions, including ecoralisruptions caused by terrorist activities osaftwar;
2. Changes in demographic patterns and weather toamsi
3. Changes in availability and/or price of naturas gnd oil;
4. Inability to obtain new customers or retain €rigtones;
5. Significant changes in competitive factors affegthe Company;
6. Governmentallregulatory actions, initiatives @andceedings, including those affecting acquisitidimancings, allowed rates of return, industry aaie structure, franchise renewal, and environai&satfety requirements;
7. Unanticipated impacts of restructuring initiatva the natural gas and electric industries;
8. Significant changes from expectations in actagital expenditures and operating expenses andiaipated project delays or changes in projects;ost
9. The nature and projected profitability of pendargl potential projects and other investments;
10. Occurrences affecting the Company's abilitylitaim funds from operations, debt or equity to ficeneeded capital expenditures and other invessmen
11. Uncertainty of oil and gas reserve estimates;
12. Ability to successfully identify and finance aihd gas property acquisitions and ability to ofgeemd integrate existing and any subsequentlyigajbusiness or properties;
13. Ability to successfully identify, drill for angroduce economically viable natural gas and ogmess;
14. Significant changes from expectations in the Gamy's actual production levels for natural gasilpr
15. Changes in the availability and/or price of dative financial instruments;
16. Changes in the price of natural gas or oil fiecrélated effect given the accounting treatmengdration of financial instruments;
17. Inability of the various counterparties to mietir obligations with respect to the Company'aficial instruments;
18. Regarding foreign operations, changes in tradenzonetary policies, inflation and exchange raess, operating conditions, laws and regulatieteted to foreign operations, and political ansdegamental changes;
19. Significant changes in tax rates or policiegartes of inflation or interest;
20. Significant changes in the Company's relatignstiih its employees or contractors and the paaéativerse effects if labor disputes, grievanceshortages were to occur;
21. Changes in accounting principles or the apptinadf such principles to the Company.
22. Changes in laws and regulations to which the oy is subject, including tax, environmental amp®yment laws and regulations; or

23. The cost and effects of legal and administratisens against the Company.
The Company disclaims any obligationpdate any forward-looking statements to reflechéver circumstances after the date hereof.
Item 3._Quantitative and Quallitative DisclosurespAbMarket Risk
Refer to the “Market Risk Sensitive Instrumentsitgmn in Item 2 — Management'’s Discussion and Asialpf Financial Condition and Results of Operation
Item 4. Controls and Procedures

The following information includes the evaluatioihdisclosure controls and procedures by the Comipalgief Executive Officer and Treasurer, alonghwany significant changes in internal
controls of the Company.

Evaluation of disclosure controls and procedures

The tern“disclosure controls and procedt” is defined in Rules 1:-14(c) and 15-14(c) of the Securities Exchange Act of 1934 (ExcjeaAct.) These rules refer to the controls an@rmpnocedures of a company that are desi



to ensure that information required to be discldsgd company in the reports that it files underfixchange Act is recorded, processed, summarimdeported within required time periods. The Conyps Chief Executive Officer ar
Treasurer have evaluated the effectiveness of tmep@ny’s disclosure controls and procedures agdateawithin 90 days before the filing of this Quesly Report on Form 10-Q (Evaluation Date), ahéythave concluded that, as of the
Evaluation Date, such controls and procedures eféeetive to accomplish those tasks

Changes in internal controls

The Company maintains a system of infexoeounting controls that are designed to provi@esonable assurance that the Company's transa@ierproperly authorized, the Company’s assetsadeguarded against unauthorized
or improper use, and the Company’s transactionpraqgerly recorded and reported to permit prepamatf the Company’s financial statements in conforwith generally accepted accounting principlestie United States. There were
no significant changes in the Company’s internaltems or in other factors that could significanalffect the Company’s internal controls subseqtettie Evaluation Date, nor were there any sigaiftaleficiencies or material
weaknesses in the Company'’s internal controls.

Part |I. Other Information
Item 1. Legal Proceedings

In an action instituted in the New York State SupeeCourt, Chautauqua County on January 31, 200@stg@eneca Resources Corporation (“Seneca”), hatiuel Resources, Inc., and “National
Fuel Gas Corporation,” Donald J. and Margaret Crtel Brian and Judith Rapp, “individually and om#ié of all those similarly situated,” allege, in amended complaint which adds National
Fuel Gas Company as a party defendant (a) thatt8emelerpaid royalties due under leases operatéddnd (b) that Seneca’s co-defendants (i) fréemty participated in nd concealed such
alleged underpayment, and (ii)

Part Il. Other Information (Cont.)

induced Seneca’s alleged breach of such leasdstifidaseek an accounting, declaratory and relat@dctive relief, and compensatory and exemptiasnages. Defendants have denied each of
plaintiffs’ material substantive allegations and e twenty-five affirmative defenses in separagfied answers.

A motion was made by plaintiffs on July, 2002 to certify a class comprising all persoresently and formerly entitled to receive royaltiesthe sale of natural gas produced and sold feits operated in New York by Seneca
(and its predecessor Empire Exploration, Inc). @eénber 23, 2002, the court granted certificaticth® proposed class, as modified to exclude theesgeholders whose leases provide for calculaficoyalties based upon a flat fee, or
flat fee per cubic foot of gas produced. The caustder states that there are approximately 74énfiat class members.

The Company believes, based on the irdiion presently known, that the ultimate resolutiéthis matter will not be material to the condalied financial condition, results of operationscash flow of the Company.* No
assurances can be given, however, as to the ultimacome of this matter, and it is possible thatdutcome could be material to results of opematar cash flow for a particular quarter or anrpeaiod.

For a discussion of various environmeatal other matters, refer to Part |, Item 1 at Nogad Part |, Item 2 — MD&A of this report undbetheading “Other Matters.”

The Company is involved in litigationsing in the normal course of business. Also inrtbiemal course of business, the Company is invoinedx, regulatory and other governmental auditspéctions, investigations and other
proceedings that involve state and federal taxasfys compliance with regulations, rate base, observice and purchased gas cost issues, ambagtbings. While the resolution of such mattensiddave a material effect on earnings
and cash flows in the period of resolution, nonthese matters are expected to change materiallgompany’s present liquidity position, nor haveaterial adverse effect on the financial conditéthe Company.

Item 2. Changes in Securities

On October 1, 2002, the Company issued a totall&®@unregistered shares of Company common staitletnine non-employee directors of the Compan@,sh¥ares to each such director. These
shares were issued as partial consideration foditeetors’ services during the quarter ended Ddeari1, 2002, pursuant to the Company’s RetainkcyPior Non-Employee Directors. These
transactions were exempt from registration by $ecti(2) of the Securities Act of 1933 as transastioot involving a public offering.

Item 6. Exhibits and Reports on Forak8

(@)  Exhibits

(3(ii)) National Fuel Ga s Company By-Laws as amended on December 12, 2002
(12) Statements regar ding Computation of Ratios:
Ratio of Earning s to Fixed Charges for the Twelve Months Ended Dece
September 30, 19 98 through 2002.

mber 31, 2002 and the Fiscal Years Ended

Item 6. Exhibits and Reports on ForaK§Cont.)

(99)  Additional Exhib its:
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s Company Consolidated Statement of Income for the Twelve
ember 31, 2002 and 2001.

99.2  Written statemen ts of Chief Executive Officer and Principal Financi al Officer
furnished pursua nt to Section 906 of the Sarbanes-Oxley Act of 2002 .
(b) Reports on Form 8-K
A report on For m 8-K dated September 12, 2002 was filed on Octob er 3, 2002 to file an exhibit for
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Joseph P. Pawlowski
Treasurer, Principal Financial Officer
and Principal Accounting Officer



Date: February 11, 2003
CERTIFICATION

1, Philip C. Ackerman, certify that:
1. | have reviewed this quarterly reportramm 10-Q of National Fuel Gas Company;

2. Based on my knowledge, this quarterporedoes not contain any untrue statement of @miahfact or omit to state a material fact necessamake the statements made, in light of theucitstances under which such statements
were made, not misleading with respect to the pecavered by this quarterly report;

3. Based on my knowledge, the financiaesteents, and other financial information includedhis quarterly report, fairly present in all m#érespects the financial condition, results pémtions and cash flows of the registrant as
of, and for, the periods presented in this quartesport;

4. The registrant's other certifying offiead | are responsible for establishing and maiirtg disclosure controls and procedures (as defindExchange Act Rules 13a-14 and 15d-14) forégestrant and we have:

a) designed such disclosure controls andeuiures to ensure that material information mefgtd the registrant, including its consolidatetssdiaries, is made known to us by others withosthentities, particularly during the period
in which this quarterly report is being prepared;

b) evaluated the effectiveness of the tegyi$'s disclosure controls and procedures asdat@within 90 days prior to the filing date ofstjuarterly report (the "Evaluation Date"); and
c) presented in this quarterly report camatusions about the effectiveness of the discisontrols and procedures based on our evaluadiofithe Evaluation Date;
5. The registrant's other certifying offiead | have disclosed, based on our most recerna@ion, to the registrant's auditors and thetaxahmittee of registrant's board of directorsgersons performing the equivalent functions):

a) all significant deficiencies in the dgsbr operation of internal controls which couldadely affect the registrant's ability to recquhcess, summarize and report financial data ane inntified for the registrant's auditors any
material weaknesses in internal controls; and

b) any fraud, whether or not material, thablves management or other employees who haignificant role in the registrant's internal cafgr and

6. The registrant's other certifying offieand | have indicated in this quarterly report thiee there were significant changes in internatrds or in other factors that could significandffect internal controls subsequent to the date
of our most recent evaluation, including any cdiwecactions with regard to significant deficierc&@nd material weaknesses.

Date: February 11, 2003

/s/ Philip C. Ackerman

Philip C. Ackerman

Chairman of the Board, President and
Chief Executive Officer

CERTIFICATION

1, Joseph P. Pawlowski, certify that:
1. | have reviewed this quarterly reportramm 10-Q of National Fuel Gas Company;

2. Based on my knowledge, this quarterporedoes not contain any untrue statement of @miahfact or omit to state a material fact necgssamake the statements made, in light of theucistances under which such statements
were made, not misleading with respect to the pecavered by this quarterly report;

3. Based on my knowledge, the financialesteents, and other financial information includedhiis quarterly report, fairly present in all méérespects the financial condition, results pértions and cash flows of the registrant as
of, and for, the periods presented in this quartesport;

4. The registrant's other certifying offieead | are responsible for establishing and maiimg disclosure controls and procedures (as définExchange Act Rules 13a-14 and 15d-14) fordggstrant and we have:

a) designed such disclosure controls andeuiures to ensure that material information mefgt the registrant, including its consolidatetssdiaries, is made known to us by others withosthentities, particularly during the period
in which this quarterly report is being prepared;

b) evaluated the effectiveness of the temyi$'s disclosure controls and procedures asdat@within 90 days prior to the filing date ofstjuarterly report (the "Evaluation Date"); and
c) presented in this quarterly report camatusions about the effectiveness of the discisontrols and procedures based on our evaluaiof the Evaluation Date;
5. The registrant's other certifying offieand | have disclosed, based on our most recei&ion, to the registrant's auditors and thetaxainmittee of registrant's board of directorsgersons performing the equivalent functions):

a) all significant deficiencies in the dgsbr operation of internal controls which couldadely affect the registrant's ability to recqrrhcess, summarize and report financial data ane inntified for the registrant's auditors any
material weaknesses in internal controls; and

b) any fraud, whether or not material, thablves management or other employees who haignificant role in the registrant's internal cafgr and

6. The registrant's other certifying offiead | have indicated in this quarterly report thiee there were significant changes in internakris or in other factors that could significandifect internal controls subsequent to the date
of our most recent evaluation, including any cdiwecactions with regard to significant deficierc&@nd material weaknesses.

Date: February 11, 2003

/sl Joseph P. Pawlowski

Joseph P. Pawlowski
Treasurer and Principal Financial Officer

EXHIBIT INDEX
(Form 10-Q)
Exhibit 3 National Fuel Gas Compan y By Laws
Exhibit 12 Statements regarding Com putation of Ratios:
Ratio of Earnings to F ixed Charges for the Twelve
Months Ended December 31, 2002 and the Fiscal Years Ended
September 30, 1998 throu gh 2002.
Exhibit 99.1 National Fuel Gas Compan y Consolidated Statement of
Income for the Twelve Mo nths Ended December 31, 2002
and 2001.
Exhibit 99.2 National Fuel Gas Compan y Statement Furnished Pursuant to Section 906

of Sarbanes-Oxley Act of 2002.
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NATIONAL FUEL GAS COMPANY
BY-LAWS

ARTICLE |
Meeting of Stockholders

1. Meetings of stockholders may be lzlduch place, within or without the State of Nersdy, as may be fixed by the Board of Directosstated in the notice of the meeting.

2. In 1999 and thereafter, the annuating of stockholders shall be held on the thirdifBday in February in each year beginning at teloek in the forenoon, local time, unless such skell be on a holiday, in which event such
meeting shall be held at the same hour on thesuexdeeding business day. In 1998, the Annual Mgefirstockholders shall be held on Thursday, Felyraé, 1998 at ten o'clock in the forenoon, lodalet

3. Except as otherwise provided by Nersdy law, written notice of the time, place antbpse or purposes of every meeting of stockholsleai be given not less than 10 nor more than §8 tefore the date of the meeting,
either personally or by mail, to each stockholderesord entitled to vote at the meeting.

4. Unless otherwise provided by statalieSpecial Meetings shall be called upon thetemirequest of three or more directors or of stoldérs owning one-fourth of the capital stock issaad outstanding.

5. Unless otherwise provided in the Camys Certificate of Incorporation or in New Jeréay, (i) the holders of shares entitled to castagority of the votes at any meeting of stockhaddgrall constitute a quorum at such
meeting except that the votes that holders of fasswor series of shares are entitled to cast shalie counted in the determination of a quorunafition to be taken at a meeting with respecthihvsuch class or series has no vote, and
(ii) the holders of shares of any class or seneiled to cast a majority of the votes of suctsslar series entitled to vote separately on a ipediem of business shall constitute a quorursush class or series for the transaction of such
specified item of business.

If a quorum shall not be so repnése, the stockholders present at any meetingookkblders shall have power to adjourn the meetranother time at the same or at another plad¢kelfime and place to which the meeting is
adjourned are announced at the meeting at whichdjoeirnment is taken and at the adjourned meetigsuch business is transacted as might havetbeesacted at the original meeting, it shall mnbcessary to give notice of the
adjourned meeting unless after the adjournmenBt@d of Directors fixes a new record date foralpurned meeting. In the event the Board of Daecfixes such a new record date, a notice of djgusned meeting shall be given to
each stockholder of record at the new record daflesl to notice under Article | paragraph 3 ofske By-Laws.

6. At each election of Directors, tliexies and ballots shall be received and all qaestrespecting the qualification of voters shaltlbeided by two inspectors, who shall be appoibiethe presiding officer of the meeting;
provided however, that no candidate for electioDiasctor shall act as inspector. Such inspectoadl e sworn faithfully to perform their dutiescashall report in writing the results of the ballot

7. A. Business transacted at amahmeeting of stockholders may include all sucsimess as may properly come before the meeting.ifddions of persons for election to the Board afebiors and the proposal of business to
be considered by the stockholders may be made atraunal meeting of stockholders:

@) pursuant to the Corporation's notice of meeting;
(i) by or at the direction of the Board of Directors; o

(iii) by any stockholder who was a stockholder of reertthe time of giving of notice of the meeting, wib@ntitled to vote at the meeting and who
complies with the notice procedures set forth ia Section 7.

B.  For nominations or othesimess to be properly brought before an annualingeby a stockholder, the stockholder must havemiimely notice thereof in writing to the Secrgtaf the Corporation and such other
business must otherwise be a proper matter fokistdder action. Such stockholder's notice shalfeeh:

@) as to each person whom the stockholder gespto nominate for election or reelection as ectir:

@) the name, age, business address of such person,
(b) the principal occupation of employment of such pers
(c) the class and number of shares of the Corporatiachaare owned beneficially by such person, and

(d) all other information relating to such person tisaiequired to be disclosed in solicitations ofyes for election of directors in an election
contest, or is otherwise required, in each caserapplicable SEC regulations (as of February 1B@@ulation 14A under the Securities
Exchange Act of 1934, as amended, and Rule 14het&under), including such person's written contebeing named in the proxy statement
as a nominee and to serving as a director if eecte

(ii) as to any other business that the stockholder gesptm bring before the meeting, a brief descmpoibthe business desired to be brought before the
meeting, the reasons for conducting such busirtebe aneeting and any material interest in sucliniess of such stockholder and the beneficial owner,
if any, on whose behalf the proposal is made; and

(iii) as to the stockholder giving the notice and theebeial owner, if any, on whose behalf the nomioator proposal is made:

(a) the name and address of such stockholder, as fpgaaon the Corporation's books, and of such saledwner, and

(b) the class and number of shares of the Corporatfoohaare owned beneficially and of record by sudglkholder and such beneficial owner.



C. To be timely, a stockholgemtice under this Section 7 must be deliveretiécSecretary at the principal executive offickthe Corporation not less than 110 days prioheodate corresponding to the date on which the
Corporation first mailed its proxy materials foetprior year's annual meeting of stockholders: idiexy, however, that if both:

@) the date of the annual meeting is changed more3batays from the date corresponding to the datkeoprior year's annual meeting; and

(i) notice (or, if earlier, public disclosure of thetelaf the annual meeting) is given or made to thekholders of the Corporation less than 120 d&fsrk
the date corresponding to the date on which th@@sation first mailed its proxy materials for thego year's meeting of stockholders; then

(iii) a stockholder's notice to be timely must be soivedenot later than the close of business on ththtday following the date on which such notice {or
earlier, such public disclosure of the date ofgheual meeting) was mailed or made by the Corporati

In no event shall the public announcement of anwadiment of an annual meeting commence a new tariegfor the giving of a stockholder’s notice
under this Section 7.

D.  Only such business shaltbeducted at a meeting of stockholders as shaé baen brought before the meeting in accordanttethe procedures set forth in this Section 7. Otian persons nominated by the full Bo
or any nominating committee thereof, only such gesswvho are nominated in accordance with the proesdset forth in this Section 7 shall be eligtiolserve as directors. The chairman of the mestiadl have the power and duty to
determine whether a nomination or any businessgsexbto be brought before the meeting was madeopoped, as the case may be, in accordance withrdicedures set forth in this Section 7 and, if proposed nomination or
business is not in compliance with this Sectioto®eclare that such defective proposal or noninahall be disregarded, unless otherwise proviyeahy applicable law.

E.  Notwithstanding the foregpprovisions of this Section 7, a stockholderlshiab comply with all applicable requirementsoé Exchange Act and the rules and regulations tineler with respect to the matters set forth
in this Section 7. Nothing in this Section 7 steldeemed to affect any rights of:

@) the stockholders to request inclusion oppsals in the Corporation's proxy statement putsizaRule 14a-8 under the Exchange Act; or

(i) the holders of any series of Preferred Stoaect directors under specified circumstances.
F.  Business transacted aegispmeeting of the stockholders shall be limitethe purposes set forth in the notice of the ispeweeting.

For purposes of this Secfipthe term "public disclosure" shall mean disale in a news release reported by the Dow Jones Service, the Associated Press or a comparabtenabnews service, or in a document
publicly f||ed by the Corporation with the Secuegiand Exchange Commission pursuant to Sectiob418r 15(d) of the Securities Exchange Act of 1&&tamended.

8.  Ateach meeting of stockholders, thairtnan of the meeting shall fix and announce tte dnd time of the opening and the closing opthis for each matter upon which the stockholdetiswete at the meeting and shall
determine the order of business and all other msatieprocedure. The Board of Directors may adgptelsolution such rules and regulations for thedemn of meetings of stockholders as it shall deppr@priate. Except to the extent
inconsistent with any such rules and regulatiorsdapted by the Board of Directors, the chairmathefmeeting may establish rules, which need nat beiting, to maintain order and safety and foe tonduct of the meeting. Without
limiting the foregoing, the chairman of the meetimgy:

A. Determine and declare @ teeting that any business is not properly befareneeting and therefore shall not be considered;

B.  Restrict attendance at timg to bona fide shareholders of record and ghieiries and other persons in attendance at thition of the chairman of the meeting;
C. Restrict dissemination @ligtation materials and use of audio or visuaireling devices at the meeting;

D.  Adjourn the meeting with@utote of the stockholders, whether or not the quorum present; and

E.  Make rules governing spescand debate, including time limits and accessitoophones.

ARTICLE Il
Board of Directors

1.  The Board of Directors shall consistipsuch number of directors, not less than sevenmore than eleven, as may be determined frora td time by resolution adopted by the affirmatiege of a majority of the entire Board
of Directors, and (ii) such directors as may betelé by vote of the holders of shares of prefestedk, when and as provided in the Certificatenabtporation of the Company. In order to qualify étection as a director, a nominee n
be a shareholder of the Company.

2. Subject to the provisions of the Sesiof the State of New Jersey, the Certificattmodrporation, and the By-Laws of the Corporatithe Board of Directors shall have full and complenagement and control of the business
and affairs of the Corporation.

3.  The Board of Directors may hold itsatiegs or any adjournment thereof either in theeSt New Jersey or elsewhere and keep the boatkedEorporation at such places within or withdwt State of New Jersey as the Board
of Directors may from time to time determine.

4.  Meetings of the Board of Directors nieycalled at the direction of the Chairman ofBloard, the President, or any three of the Diredimrshe time being in office.

5. Notice of any meetings of the Boardakctors shall be given to each Director by magjlthe same to him at his last known address,easaime appears upon the records of the Corpoitieast five days before the meeting or
by telegraphing, telephoning or delivering the samleim personally at least one day before the imget

6. At any meeting of the Board of Dirs, there may be transacted without special nagieg business within the powers of the Directorsansact, except that of which the Statutes ®State of New Jersey expressly require
special notice shall be given.

7. A. A majority of the Directons office shall constitute a quorum for the tranisacof any business which may properly come befioeen. If a majority of said Directors shall notresent at any meeting, the Directors
present shall have power to adjourn to a day ceréaid notice of the adjourned meeting shall bergiyy mailing the same addressed to each Direttos address as the same appears upon the reédtdsCorporation, at least two
days prior to the adjourned meeting, or by teleliragn telephoning or delivering the same to hinmspeally at least one day before said adjournedingeddut, if a majority of the Board of Directorsegpresent, the said meeting, or any
adjourned meeting thereof, may be adjourned tdaesquent day; such adjournment may be without@atisuch adjournment if such notice is not reglivg New Jersey Law (as of June 1997, N.J.$44:6-10(2)).

B.  Unless a greater vote guieed by applicable law or by the Certificate n€drporation of the Company or these By-laws (idirig, but not limited to, subparagraph C of thisggaaph 7), any action approved by a
majority of the votes of directors present at atingeat which a quorum is present shall be theofidte Board of Directors.

C.  Anything in these Baws to the contrary notwithstanding, any actideetaby the Board of Directors pursuant to the teofreny Rights Plan (as hereinafter defined) of@eenpany shall, unless otherwise provided by
terms of the Rights Plan, be approved by the affiive vote of three-fourths (3/4ths) of the enBrard of Directors. For purposes of these By-latws,term "Rights Plan” shall mean any plan purst@mthich shareholders of the
Company are, upon the occurrence of certain spelofvents (including, but not limited to, the asifion by any person of a specified number of shafecapital stock of the corporation), entitlechtachase shares of capital stock or
other securities of either the Company or the aotperson at a discounted price.

8. A.  The Corporation shall indergrainy person who is or was a director or officethaf Corporation, to the fullest extent permitted & the manner provided by the laws of the Statéew Jersey, including, without
limitation, the indemnification permitted by N.JBtA:3-5(8), against all liabilities (including ammats paid or incurred in satisfaction of settlerseftdgments, fines and penalties) and expenselsiding, without limitation, attorneys'
fees and disbursements) imposed upon or incurresicly person in connection with any pending, tlereed or completed civil, criminal, administrativeanbitrative action, suit or proceeding, and appeal therein and any inquiry or
investigation which could lead to such action, suiproceeding (“Proceeding") in which such pensmy be made, or threatened to be made, a parity vdtich such person may become involved by rea$mnich person being or havi
been a director or officer of the Corporation, bserving or having served at the request of thep@ation as a director, officer, trustee, emplogeagent of, or in any other capacity with, anofieeeign or domestic corporation, or any
partnership, joint venture, sole proprietorshippayee benefit plan, trust or other enterprise, tiveor not for profit.

B.  During the pendency of amgh Proceeding, the Corporation shall, to the$tléxtent permitted by law, promptly advance egper{including, without limitation, attorneys' feesd disbursements) that are incurred, from
time to time, in connection therewith by any sualrent or former director or officer of the Corptioa, subject to the receipt by the Corporatiomfundertaking of such person as required by law.

C. Nothing in this paragraphhall restrict or limit the power of the Corpoaatito indemnify its employees, agents and othesques, to advance expenses (including attorneys) éeetheir behalf and to purchase and
maintain insurance on behalf of any person whao isas a director, officer, employee or agent of@veporation in connection with any Proceeding.

D.  The indemnification provitlby this paragraph 8 shall not exclude any otigtits to which a person seeking indemnification rnayentitled under the Certificate of IncorporafiBg-Laws, agreement, vote of
shareholders or otherwise. The indemnification faied by this paragraph 8 shall continue as to aqrewho has ceased to be a director or officer shatl extend to the estate or personal represeatztany deceased director or offic

9. A.  Each Director who is not gukar full-time employee of the Corporation or aranore of its subsidiaries, shall be paid an ahfagof $20,000 in cash and 1,200 shares of thenwan stock of the Corporation, payable in
equal quarterly increments, in advance (i.e., ahefirst business day of the quarter). There béllproration of payments during quarters in wisisbh Director has only partial service. Each sinresof stock of the Corporation will be
nor-transferable until the later of two years fromms.lance or six months after such Director's ciessaf service



B.  Each Director of the Comitzn who is not a regular full-time employee o Borporation or one or more of its subsidiarieslistiso receive a fee of $1,500 for attendan@ngtmeeting of the Board of Directors and a
fee of $1,200 for attendance at any meeting ofcamymittee of the Board of Directors. Also a Direatdo is not a regular full-time employee of ther@aration or one or more of its subsidiaries an@ Whs been appointed as Chairman
of any committee of the Board of Directors shalplagd an annual retainer fee of $7,500 for assurtiiage additional responsibilities. This retairtalsbe paid July 1 of each year. Each Directotl steareimbursed for the travel
expenses incurred by him or her in attending angtimg of the Board of Directors or any committeehef Board of Directors.

10.  Any contract or other transactiotween the Corporation or a subsidiary of the Caapon and any other entity shall not be void ordatile because a Director of the Corporation igésted therein if the Corporation has
complied with the provisions of any then-applicalllew Jersey statute(s) necessary or sufficientakenthe transaction not void or voidable, includiag of June 1997, N.J.S.A. 14A:6-8(1).

ARTICLE Il
Officers

1. At the first meeting after the annelgction, the Board of Directors shall choose ai@fen of the Board and a President, both of whoail & members of the Board of Directors, and anaare Vice Presidents, a Secretary, a
Treasurer and a Controller, who need not be mendjehe Board of Directors, and who shall hold thespective offices until others are chosen aralifyuin their stead. The offices of Secretary dmdasurer may be filled by the same

person.

2. In its discretion, the Board of Dites may leave unfilled for such period as it magedmine, any office except the offices of the Rles, Treasurer and Secretary.
3. The Chairman of the Board shall presitlall meetings of the Board of Directors anstatkholders' meetings.
4. The Chief Executive Officer shallirthg the recess of the Board of Directors, haveega control and management of the affairs anéhbas of the Corporation.

5. In addition to the duties and respiloilities specified in the laws of the State ofviNéersey and these By-Laws, the President shdbmpeisuch other duties as from time to time may$signed to him or her by the Board of
Directors, and shall preside at stockholders' mgstin the absence of the Chairman of the Boarthdrabsence of the Chairman of the Board, oreretrent that there is a vacancy in the office ef@hairman of the Board, the President
shall be the Chief Executive Officer of the Corpimma and shall perform all the duties of the Chaimof the Board as well as those of President.

6.  Each Vice President shall performhsdisties as shall from time to time be assignduirtoby the Board of Directors, the Chairman of Bward, or the President.

7.  The Secretary, in addition to higutary duties, shall give proper notice of all niegs of the stockholders and of the Board of DivextHe shall act as Secretary of all meetingd@fstockholders and shall perform such other
duties as shall from time to time be assignedno iy the Board of Directors or President.

8.  The Treasurer, in addition to higwtary duties, shall keep full and accurate accoofiteceipts and disbursements of the funds beigrtg the Corporation, and shall cause to be degzball moneys and other valuable effects
in the name and to the credit of the Corporatiostich depositories as may from time to time begiesed by the Board of Directors. He shall disbtineefunds of the Corporation as may be orderethéyBoard, taking proper vouchers
for such disbursements, and shall render to thsid@et and Directors whenever they may requirgcitpunt of all his transactions as Treasurer, &tidedfinancial condition of the Corporation. Heailperform such other duties as shall
be assigned to him by the Board or President, balil give a bond for the faithful discharge of Higties in such sum and with such surety or suresebe Board of Directors may from time to timeuiee.

9.  The Controller shall see that adequeterds of all assets, liabilities and transastiohthe Corporation are maintained; that adeqaadiits thereof, are currently and regularly made,ia conjunction with other officers, initiate
and enforce measures and procedures whereby thebsi®f the Corporation shall be conducted witkimam efficiency, safety and economy. He shall gsdform all such other duties as usually pertaithe office of Controller. He
shall be in all matters subject to the controld @esponsible to the Board of Directors alone.

10.  The Board of Directors may from titogime appoint such other officers and agentfieg inay deem necessary or advisable for the triasaxf the business of the Corporation, who shaldl their offices during the pleasure
of the Board of Directors and perform such dutesnay from time to time be designated or assigne¢dem by said Board of Directors.

11.  If the office of the Chairman of tBeard, the President, Vice President, Secretasasurer, or Controller or one or more of them beepvacant for any reason whatsoever, the Boddire€tors at any duly convened mee!
may, by a majority vote of those present, fill swelzancy and the person elected shall hold officetfe unexpired term of such office and untiluscessor shall be chosen.

12.  All officers and agents chosen graipted by the Board of Directors shall be subjecemoval by the Board of Directors at any timéwar without cause, and in the case of the absehasy officer or agent of the
Corporation, or for any other reason that may seefficient to the Board of Directors, the said Bibaf Directors subject to the limitations hereim@ined and the statutes in such case made aniiipdovnay, without removal, delegate
his powers and duties to any other officer or flétgperson for such period as it shall deem proper.

13.  All duly authorized bonds and debees of the Corporation shall be signed on belfali@Corporation by its Chairman of the Boardtsifresident, or one of its Vice Presidents apiprovided by resolution of the Board of
Directors, by one or more of such officers and suttter officer or officers designated by the Boafd@irectors; any or all such signatures may be uahaor facsimile signatures, the signature on @gecoupons attached to any said b
or debentures shall be a facsimile signature; hedorporate seal or a facsimile of such seal reaynpressed, affixed, imprinted or otherwise repoedi on said bonds and debentures and, if attesftati be attested by the Corporatic
Secretary or Assistant Secretary by manual orifsitessignature. In case any person whose signétaaual or facsimile) appears upon any said bordkbenture or coupons attached thereto shall ¢edsean officer of the
Corporation, or shall cease to be the officer diggtthereon, before the bonds or debentures sedighall have been authenticated by the trusteer whe indenture or other instrument pursuanthiwkvthe bonds or debentures are
delivered or sold, such bonds or debentures orammimay nevertheless be adopted by the Corporatitmut further action by the Board of Directoasid authenticated and delivered and sold as ththegperson or persons who so
signed or attested such bonds or debentures opnsugad not ceased to be an officer of the Corjporat the officer specified thereof; and any bondslebentures may be signed as aforesaid; arsb#i®f the Corporation impressed,
affixed, imprinted or otherwise reproduced theremy be attested on behalf of the Corporation as#id, and coupons attached may be signed asaibiey such persons as at the actual date okgéwigon of the bonds or debentt
or coupons shall be the proper officers of the Gafions, although at the time of the date of threds or debentures, such persons may not haveolfféeasrs of the Corporation.

ARTICLE IV
Executive Committee

1. The Directors may appoint an executimmittee and one or more other committees ofasstthan three members to be chosen from amongehwers of the Board of Directors. Such committeag meet at such times and
places as the committee shall, by resolution, deéter and it shall make its own rules of procedArenajority of the members of any such committed|stunstitute a quorum.

2. Except as otherwise provided by Baamblution or statute (as of June 1997, N.J.$4R:6-9(1)), each such committee shall have and exaycise the power of the Board of Directors mhanagement of the business and
affairs of the Corporation at any time when the f8laaf Directors are not in session. Each such cdatemshall, however, be subject to the specifieddions of the Board of Directors.

3. Each such committee shall keep regulautes of their transactions and shall cause tioele recorded in books to be kept for that puepnghe office of the Corporation, and shall relhe same to the Board of Directors at
their regular meetings.

ARTICLE V
Transfer of Shares

1.  Except as otherwise provided by statsihares evidenced by certificates shall be tearesf on the books of the Corporation only by tblelér thereof in person or by his attorney uponstineender and cancellation of the
certificate or certificates of a like number of sf® except in the case of lost or destroyed @matéfs, and in that case only after the receipt sdtisfactory bond.

2. The Board of Directors may appointamsfer agent and a registrar of transfers, and malje case of shares represented by certificeggsire all stock certificates to bear the sigrabf either or both.

ARTICLE VI
Eiscal Year

1.  The fiscal year of the Corporationlsbegin on the 1st day of October in each caleyear and end on the 30th day of September ofékesucceeding year.

ARTICLE VII
Dividends and Working Capital

1.  Before declaring any dividends or malkany distribution of profits, the Directors mast apart out of the net profits or out of the suspdf the Corporation as a reserve fund to be asetorking capital or for any other proper
purpose, such sum or sums as the Directors sheeindiscretion deem just and proper and mosthferbenefit of the Corporation.

2.  Dividends upon the capital stock & @orporation when declared shall be payable agsdatbe determined by the Board of Directors.



ARTICLE VI
Closing of Transfer Books and
Fixing A Record Book

The Board of Directors may close the lstmansfer books of the Corporation for a periotieaeeding sixty days preceding the date of angtimg of stockholders or the date for payment gf @inidend, or the date for the
allotment of rights, or the date when any changeoorersion or exchange of capital stock shallngo éffect.

In lieu of so closing the stock trandfeoks, the Board of Directors may fix, in advareelate, not exceeding sixty days preceding theafatay meeting of stockholders, or the date fergayment of any dividend, or the date for
the allotment of rights, or the date when any cleamgconversion or exchange of capital stock gfmlhto effect, as a record date for the deterrionaif the stockholders entitled to notice of, amdote at, any such meeting, or entitled
to receive payment of any such dividend, or anjhallbtment of rights, or to exercise the rightsespect to any such change, conversion or exchafngapital stock, and in such case only stockhrsldérecord on the date so fixed shall
be entitled to such notice of, and to vote at, sueleting, or to receive payment of such dividemdllotment of rights or exercise of such rightstlae case may be, and notwithstanding any tranéfamy stock on the books of the
Corporation after any such record date fixed aseafid.

ARTICLE IX
Waiver of Notice

1. Any notice required to be given bggé By-Laws may be waived by the person entitleceto.

ARTICLE X
Seal

1.  The common corporate seal is and othiérwise ordered by the Board of Directors shalan impression upon paper or wax bearing the wdfdATIONAL FUEL GAS COMPANY, NEW JERSEY, INCORPORAID 1902"

ARTICLE XI
Amendment of Byl aws

1. Except as otherwise provided byuseatthe Board of Directors shall have power to epakter or repeal the By-Laws of the Corporatigratvote of a majority of all the Directors at afyly convened meeting of the Board, but
any By-Laws so made or otherwise promulgated magiteeed or repealed and new By-Laws made by thekkblders at any duly convened meeting thereof.



COMPUTATION OF RATIO OF
EARNINGS TO FIXED CHARGES
UNAUDITED

EARNINGS:

Income Before Interest Charges and Minority Interes
in Foreign Subsidiaries (2)

Allowance for Borrowed Funds Used in Construction

Federal Income Tax

State Income Tax

Deferred Inc. Taxes - Net (3)

Investment Tax Credit - Net

Rentals (1)

FIXED CHARGES:

Interest & Amortization of Premium and
Discount of Funded Debt

Interest on Commercial Paper and
Short- Term Notes Payable

Other Interest (2)

Rentals (1)

RATIO OF EARNINGS TO FIXED CHARGES

Notes:
(1) Rentals shown above represent the portion of
(2) The twelve months ended December 31, 2002 an
$1,927, $1,979, $1,927 and $1,839 represent
to Operation Expense.
(3) Deferred Income Taxes - Net for twelve month

60,
(70

EXHIBIT 12

Fisca | Year Ended September 30
For the Twelve
Months Ended
December 31, 2002 2002 2001 2000 1999 1¢
t
$235,288 $222,137 $172,060 $226,696 $202,51 2 %11
467 446 438 424 30 3 ]
15,049 8,637 71,625 22,143 44,58 3 43
1,503 1,385 21,330 13,067 6,21 5 6,
392 62,018 (55,844) 41,858 14,030
3) (702) (353) (1,051) (729)
5,055 4,906 4,893 4,561 4,28 4,
$317,051 $298,827 $214,149 $307,698 $271,19 5 $14
$91,649 $90,543 $81,851 $67,195 $65,40 2 $5¢
4,810 6,218 21,733 23,840 17,319
6,842 7,410 2,072 7,495 2,83 5 16
5,055 4,906 4,893 4,561 4,28 1 4,
$108,356 $109,077 $110,549 $103,091 $89,83 7 $8¢
2.93 2.74 1.94 2.98 3.0 2 1

all rentals (other than delay rentals) deemed repr
d fiscal 2002, 2001, 2000, 1999, and 1998 reflect t
ing the loss on reacquired debt amortized during ea

s ended December 31, 2002 and fiscal 1998 excludes

esentative of the interest factor.
he reclassification of $1,927, $1,927,
ch period, from Other Interest Charges

the cumulative effect of change in accounting.



Exhibit 99.1

INCOME
Operating Revenues

Operating Expenses
Purchased Gas
Fuel Used in Heat and Electric Generat
Operation and Maintenance
Property, Franchise and Other Taxes
Depreciation, Depletion and Amortizati
Impairment of Oil and Gas Producing Pr
Income Taxes - Net

Operating Income

Operations of Unconsolidated Subsidiaries:
Income (Loss)
Impairment of Investment in Partnership

Other Income
Income Before Interest Charges and Minority
Interest in Foreign Subsidiaries

Interest Charges
Interest on Long-Term Debt
Other Interest

Minority Interest in Foreign Subsidiaries

Income Before Cumulative Effect
Cumulative Effect of Change in Accounting

Net Income Available for Common Stock

Earnings Per Common Share:

Basic:
Income Before Cumulative Effective
Cumulative Effect of Change in Account

Net Income Available for Common Stock
Diluted:

Income Before Cumulative Effective
Cumulative Effect of Change in Account

Net Income Available for Common Stock

Weighted Average Common Shares Outstanding:

Used in Basic Calculation

Used in Diluted Calculation

NATIONAL FUEL GAS

CONSOLIDATED STATEMENT OF INCOME
(UNAUDITED)

Twelve Months Ended

December 31

2002

ion

on
operties

539,205
54,043
380,384
73,826
182,271
0

$ 130,771

245,208

521
(15,167)

91,649

131,409
(638)

200
(Thousands of Dollars)

ing

ing

80,0

56,410

80,631

80,781

84,714

$ 45721

79,236,494

80,703,659




Exhibit 99.2
NATIONAL FUEL GAS COMPANY

Statement Furnished Pursuant to Section 906
of Sarbanes- Oxley Act of 2002

Each of the undersigned, PHILIP. CKERMAN, the Chairman of the Board, President ahie€Executive Officer, and JOSEPH P. PAWLOWSKE ffreasurer and Principal Financial Officer of N@NAL FUEL GAS
COMPANY (the "Company”), DOES HEREBY CERTIFY that:

1. The Company's Quarterly Report on Form 10-QHerguarter ended December 31, 2002 (the "Repaifty) domplies with the requirements of section }3(fthe Securities Exchange Act of 1934, as amenaled

2. Information contained in the Report fairly pretsein all material respects, the financial corditand results of operations of the Company.
IN WITNESS WHEREOF, each of the usifgned has executed this statement this 11th d&glmfuary, 2003.

/s/ Philip C. Ackerman

Chairman of the Board, President and
Chief Executive Officer

/sl Joseph P. Pawlowski

Treasurer and Principal Financial Of ficer



