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Exploration and Production ____________________________________________  
 
Marcellus Acreage Position Allows for Cost-Efficient Development 

 
Recommendation: We believe the company’s strong Marcellus shale production growth of 
+30%, the upcoming year-end reserve announcement (Sept. fiscal year-end), and the Utica 
Shale industry development should all provide meaningful positive catalysts for National Fuel 
Gas over the coming 3-6 month time period.  Given the recent pull back in the stock and the 
undervalued Marcellus acreage position, we reiterate our Strong Buy rating.  
♦ Marcellus field trip: Last week, National Fuel Gas hosted a well-attended Marcellus Shale 

field trip in northeast Pennsylvania.  If there was one overarching theme to the trip, it was 
that since National Fuel Gas’ acreage is essentially all held by production, unlike other 
operators that leased all their acreage over the last 2-3 years, National Fuel Gas has the 
flexibility to methodically develop its properties in a cost-efficient manner. 

♦ It all starts with pad drilling: Whereas other operators are drilling one well per section 
(640 acres) to hold acreage, National Fuel Gas is primarily developing its Eastern Marcellus 
acreage using pad drilling. Utilizing one pad for 8-10 wells has numerous benefits: (1) 
centralized location allows for cost savings; (2) faster drilling times (less time wasted on 
moving rigs); and (3) leaves a smaller environmental footprint.  Ultimately, National Fuel 
Gas believes that it can develop all of its Lycoming acreage, roughly 80 wells, utilizing only 
9-10 pads.     

♦ Finding a green solution for water disposal: One of the more interesting things we saw on 
our tour was a produced water treatment facility that National Fuel Gas is testing out.  The 
facility (constructed by Heartland Technology Partners) essentially separates the well flow-
back water by evaporating the H2O and then solidifying the left over brine and other 
chemicals from the well, providing a very environmentally safe solution to recycling the 
well water fluids. 

♦ Tioga County Extension progressing nicely: National Fuel Gas’ Tioga County Extension 
project is on schedule to be completed November 1.  The $49 million pipeline project, 
which connects the Empire Pipeline and the Millennium Pipeline with Tioga County, 
Pennsylvania, will add 350,000 Dth/d of capacity.  The pipeline is fully contracted with 8-10 
year contracts and is expected to deliver an above-average regulated rate of return due to 
the historically high tariff rates.   

Valuation: After updating the company’s hedging position, we are increasing our FY11 and FY12 
earnings estimates by 2% and 4%, respectively.  Our $90 target price is based on a 12x multiple 
to our FY12 EBITDA forecast, above the traditional range for E&P companies, but warranted, in 
our opinion, given Natural Fuel Gas’ regulated assets and our total company NAV estimate of 
$95/share, detailed on page 3.  We reiterate our Strong Buy rating.   
 
Non-GAAP  Q1 Q2 Q3 Q4 Full GAAP EPS Revenues 

EPS  Dec Mar Jun Sep Year Full Year (mil.) 
2010A $0.78 $0.97 $0.51 $0.39 $2.66 $2.73 $1,769 

Old2011E 0.70A 1.00A 0.56A 0.44 2.71 3.08 1,837 
New2011E 0.70A 1.00A 0.56A 0.49 2.75 3.13 1,839 

Old2012E 1.00 0.91 0.61 0.48 3.01 3.01 2,078 
New2012E 1.00 0.92 0.63 0.59 3.13 3.13 2,029 

Rows may not add due to rounding. Non-GAAP EPS excludes unrealized hedging losses, property impairments, and 
other extraordinary items.  

Rating _________________________________ 
  Strong Buy 1
 
Current and Target Price __________________ 
Current Price (8/26/2011) $58.03
Target Price: $90.00
52-Week Range $75.98 - $42.90
Suitability Growth
 
Market Data ____________________________ 
Shares Out. (mil.) 82.7
Market Cap. (mil.) $4,799
Avg. Daily Vol. (10 day) 493,210
Dividend/Yield $1.42/2.5%
BVPS (06/11) $22.38
ROE % 13%
LT Debt (mil.)/% Cap. $899/31%
NAV $35.30
 
Earnings & Valuation Metrics ______________ 
 2010A 2011E 2012E
P/E Ratios (Non-GAAP) 
 21.8x 21.1x 18.5x
Cash Flow/Share 
Old $6.56 $7.51 $8.26
New $6.56 $7.61 $8.35
EBITDA (mil.) 
Old $634 $685 $810
New $634 $687 $816
 
Company Description _____________________ 
National Fuel Gas, based in Williamsville, New York, is 
a natural gas-focused energy holding company with 
four principal business segments.  Seneca Resources 
Corporation engages in oil and gas exploration and 
production (Appalachia, Gulf Coast, and West Coast). 
National Fuel Gas Supply and Empire Pipeline, Inc. 
provide interstate gas transmission, storage, and 
processing services.  National Fuel Gas also has a utility 
arm that conducts retail gas distribution as well as an 
energy marketing subsidiary.  At fiscal year-end 2010, 
proved reserves totaled 700 Bcfe (61% gas). 
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Northeast Pennsylvania Marcellus field trip: Last week, National Fuel Gas hosted a well-attended Marcellus Shale field trip in 
northeast Pennsylvania (Tioga and Lycoming Counties).  If there was one overarching theme to the trip, it was that since National Fuel 
Gas’ acreage is essentially all held by production (or already owns the mineral rights), unlike other operators that leased all their 
acreage over the last 2-3 years, National Fuel Gas has the flexibility to methodically develop its properties in a cost-efficient manner.  
Keep in mind that on 80% of National Fuel Gas’ acreage, the company owns the mineral interests.   
 

 
Source: National Fuel Gas 

 
It all starts with pad drilling: Whereas other operators are drilling one well per section (640 acres) to hold acreage, National Fuel Gas is 
primarily developing its Eastern Marcellus acreage using pad drilling. Utilizing one pad for 8-10 wells has numerous benefits: (1) 
centralized location allows for cost savings; (2) faster drilling times (less time wasted on moving rigs); and (3) it leaves a smaller 
environmental footprint. In fact, National Fuel Gas believes that it can develop all of its Lycoming acreage, roughly 80 wells, utilizing 
only 9-10 pads.     

 
Water cost savings: One of the big benefits of using pad drilling is that the company is able to provide a centralized water system 
that is piped into the area.  Even though Pennsylvania is blessed with a tremendous amount of spring water, more than any other 
state except Alaska, National Fuel Gas is working hard to save money by recycling its water and minimizing the need to truck 
water across its acreage. Each hydraulic frac stage normally requires roughly 1,000 water truck deliveries (typical Marcellus well 
has 12-15 frac stages).  National Fuel Gas sources its water from an abandoned coal mine that would otherwise pollute a trout 
stream.  The company pipes the water to its pads, thus removing the need to truck the water.  Eliminating this need saves roughly 
$120,000 per well. 
 
State-of-the-art rigs utilized for pad drilling: The rig that we toured was the Ensign 125 rig.  Impressively, this state-of-the-art rig 
could walk in a circle, providing more than enough flexibility to smoothly move from one well spot to the next, typically spaced 
within ~10 feet of each other on a pad.  Having the flexibility to slide rigs over and drill another well bore saves a significant 
amount of time as well as drilling dollars.  Transporting the rig and preparing new drilling pads can slow down the drilling 
operations by several days and possibly weeks.   

 
Finding a green solution for water disposal: During our tour, one of the more interesting things we observed was a produced water 
treatment facility that National Fuel Gas is currently testing out.  The facility (constructed by Heartland Technology Partners), 
essentially separates the well flow-back water from brine and other chemicals by evaporating the H2O and then solidifying the left-over 
brine and other chemicals from the well, providing a very environmentally safe solution to recycling the well water fluids.  The process 
is still somewhat in the R&D stage but is expected to be fully implemented after National Fuel Gas develops its Lycoming acreage.  
Another environmentally friendly add-on is that the process is going to be powered by exhaust from a compressor station.    
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Tioga County Extension progressing nicely: National Fuel Gas’ Tioga County Extension project is on schedule to be completed 
November 1.  The $49 million pipeline project, which connects the Empire Pipeline and the Millennium Pipeline with Tioga County, 
Pennsylvania, will add 350,000 Dth/d of capacity.  The pipeline is fully contracted with 8-10 year contracts (anchor tenants are 
Talisman and Shell) and is expected to deliver an above-average regulated rate of return due to the historically high tariff rates.  Once 
on-line, the Tioga County Extension and the Line N expansion (in-service Sept. 2011) are forecasted to add incremental revenue 
totaling $24 million in FY12 and $35 million in FY13.   
 

Valuation upside warrants Strong Buy rating.  Our current $95 per share total company NAV analysis, which gives the company no credit 
for its upper Devonian shale or Utica acreage positions, assumes that only 30% of the company’s Western Development acreage (including 
the EOG joint venture) works.  However, considering that EOG Resources has 3-D seismic over a large portion of the 160,000 net JV acreage 
position and given National Fuel Gas’ solid production results on the remaining 530,000 net acres, we expect the company’s acreage will 
ultimately be a lot more successful than our current model gives credit for, thus providing significant upside potential to our current total 
company NAV estimate.  Given the conservatism built into our valuation and the discount at which National Fuel Gas is currently trading 
compared to our total company NAV estimate, we are reiterating our Strong Buy rating. 

 
 

National Fuel Gas Company
NAV Analysis
($ in thousands, except per unit data)

Proved NAV MMcfe $ / Mcfe Value $ / Share
Proved Reserves - Pre-Tax PV10 (1) 699,847         2.17$            1,518,950$            17.97$          

YTD 2011 Acquisitions at Cost 42,000           0.55              23,000                   0.27              
Net Hedging Assets (Liabilities) 43,098                   0.51              

Proved Reserve Sub-Total 741,847         2.14$            1,585,048$            18.75$          

Non-Oil & Gas Assets 
Pipeline & Storage (at 9.0x 2012E EBITDA) 1,077,752              12.75            
Utility Segment (at 8.0x 2012E EBITDA) 1,298,510            15.36          
Energy Marketing (at 7.0x 2012E EBITDA) 72,685                 0.86            

Other Assets (at Book Value) 785,878                 9.30              
Gross Asset Value Excluding Unproved Reserves 4,819,872$            57.03$          

Current Assets (4) 482,804                 5.71              
Current Liabilities (4) (468,703)               (5.55)             
Long-Term Debt & Other Liabilities (4) (5) (1,850,199)            (21.89)           
Proved Net Asset Value (2) 2,983,774$            35.30$          

Fully Diluted Shares Outstanding 84,515                   

Proved NAV / Share 35.30$                   
Current Share Price 58.03$                   
Premium (Discount) to Proved NAV / Share 64.4%

Total Company NAV Value $ / Share
Proved Net Asset Value (2) 2,983,774$            35.30$          

Marcellus Eastern Development (3) 2,189,499 25.91            

Marcellus Western Development (3) 2,885,510              34.14            
Total Company Net Asset Value (2) 8,058,783$            95.35$          
Fully Diluted Shares Outstanding 84,515                   
Total Company NAV / Share 95.35$                  
Current Share Price 58.03$                  
Share Price Premium (Discount) to Net Asset Value / Share -39.1%

Implied Total Company Reserve Value MMcfe $ / Mcfe Value
Proved Reserve Sub-Total 741,847         2.14$            1,585,048$            
Undeveloped acreage 2,885,510              
Total Reserves 741,847         6.03$           4,470,558$           

(1) Assumes RJ&A 2011 & 2012 published forecasts
(2) Comparable to Equity Value
(3) Ascribes value to current probable and possible reserves, undeveloped acreage and seismic inventory
(4) Excludes fair value of derivatives
(5) Excludes deferred taxes  
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National Fuel Gas Company
($ in thousands, except unit data)

Pricing & Production 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Commodity Price Forecast
Gas - Henry Hub ($ / MMbtu) 4.69$                  4.50$                  3.80$                4.11$                 4.31$                 4.30$                 4.13$                 5.00$                 5.00$                 5.00$                5.00$                5.00$                
Oil - WTI ($ / bbl) 59.45$                76.56$                78.95$               90.41$                103.88$              95.00$                92.06$                95.00$                100.00$             105.00$             105.00$             101.25$             

Average Price Differential
(Historical: Post-Hedge, Projected: Pre-Hedge)
Gas - ($ / Mcf) 0.40$                  0.52$                  0.75$                 0.76$                  0.56$                  0.56$                  0.39$                  0.10$                  0.10$                 0.10$                 0.10$                 0.38$                 
Oil - WTI ($ / bbl) (0.70)$                 (6.14)$                 5.02$                 5.71$                  -$                    -$                    0.35$                  -$                    -$                   -$                   -$                   (6.58)$                

Production
Gas (MMcf) 22,283                30,344                11,030               13,759                12,938                16,080                53,807                17,300                18,415               19,999               21,963               77,677               
Oil & Liquids (Mbbls) 3,373                  3,219                  770                    746                     665                     675                     2,856                  685                     685                    685                    685                    2,740                 

Total (MMcfe) 42,521                49,658                15,650               18,235                16,928                20,130                70,943                21,410                22,525               24,109               26,073               94,117               

Gas (MMcf/d) 61.0                    83.1                    119.9                 152.9                  142.2                  174.8                  147.4                  188.0                  202.4                 219.8                 238.7                 212.2                 
Oil & Liquids (Mbbls/d) 9.2                      8.8                      8.4                     8.3                      7.3                      7.3                      7.8                      7.4                      7.5                     7.5                     7.4                     7.5                     
Total (MMcfe/d) 116.5                  136.0                  170.1                 202.6                  186.0                  218.8                  194.4                  232.7                  247.5                 264.9                 283.4                 257.2                 

% Gas 52.4% 61.1% 70.5% 75.5% 76.4% 79.9% 75.8% 80.8% 81.8% 83.0% 84.2% 82.5%

Sequential Change 19.9% 19.1% -8.2% 17.6% 6.4% 6.4% 7.0% 7.0%
Yr / Yr Change 4.6% 16.8% 35.7% 54.7% 27.5% 54.2% 42.9% 36.8% 22.2% 42.4% 29.5% 32.3%

Unit Operating Statistics ($ / Mcfe) 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenue, Net of Hedging 9.00$                  8.82$                  7.68$                 7.54$                  7.74$                  7.24$                  7.53$                  7.32$                  7.37$                 7.37$                 7.21$                 7.32$                 

Operating Costs 1.47                    1.45                    1.29                   1.30                    1.15                    1.18                    1.23                    1.13                    1.14                   1.14                   1.14                   1.14                   
DD&A 2.14                    2.14                    2.15                   2.19                    2.18                    2.10                    2.16                    2.07                    2.08                   2.09                   2.09                   2.08                   
SG&A 0.69                    0.64                    0.72                   0.70                    0.67                    0.60                    0.67                    0.57                    0.55                   0.53                   0.53                   0.54                   
Cash Taxes 1.26                    0.52                    0.09                   0.12                    (0.17)                   0.04                    0.02                    0.08                    0.07                   0.04                   0.04                   0.05                   

Operating Income 3.44$                  4.06$                  3.43$                 3.22$                  3.89$                  3.32$                  3.46$                  3.47$                  3.54$                 3.57$                 3.41$                 3.49$                 

Exploration and Production 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenue 281,113$            396,402$            107,665$           134,579$            133,120$            139,777$            515,141$            156,177$            165,456$           177,171$           187,389$           686,193$           
Net Realized Hedging Income (Loss) 101,644$            41,625$              12,503               2,851                  (2,146)                 5,954                  19,162$              599                     599                    599                    599                    2,396$               
Gas Management and Other Revenue -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
Total Net Revenue 382,757$            438,027$            120,168$           137,430$            130,974$            145,731$            534,303$            156,776$            166,055$           177,770$           187,988$           688,589$           

Operating Costs & Production Taxes 62,614                71,991                20,179               23,656                19,535                23,826                87,196                24,244                25,648               27,574               29,846               107,311             
SG&A 29,376                31,979                11,190               12,798                11,342                12,078                47,408                12,204                12,389               12,778               13,819               51,189               
Other Management Expense 11,059                6,597                  2,043                 1,900                  1,252                  1,500                  6,695                  1,500                  1,500                 1,500                 1,500                 6,000                 
DD&A 90,817                106,182              33,667               39,984                36,964                42,273                152,888              44,319                46,852               50,387               54,494               196,052             
Impairment 182,811              -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
Other (Income) Expenses

Exploration and Production - Segment Profit 6,080$                221,278$            53,089$             59,092$              61,881$              66,054$              240,116$            74,510$              79,666$             85,532$             88,330$             328,037$           

Exploration and Production - EBITDAX 279,708$            327,460$            86,756$             99,076$              98,845$              108,327$            393,004$            118,828$            126,518$           135,919$           142,823$           524,089$           

Pipeline & Storage 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenues from External Customers 137,477$            138,905$            33,513$             39,669$              29,933$              32,537$              135,652$            34,716$              40,925$             22,778$             35,511$             133,929$           
Intresegment Revenues 81,796                79,977                19,882               20,632                20,324                20,000                80,838                20,000                20,000               20,000               20,000               80,000               
Intrasegment Eliminations

Total Revenue 219,273$            218,882$            53,395$             60,301$              50,257$              52,537$              216,490$            54,716$              60,925$             42,778$             55,511$             213,929$           

Purchased Gas 132                     (206)                    (33)                     7                         10                       100                     84                       100                     100                    100                    100                    400                    
Operating Costs 70,813                77,698                18,522               21,462                21,643                21,540                83,167                16,415                19,496               14,972               22,204               73,087               
Property, Franchise and Other Taxes 17,470                20,532                5,211                 5,397                  5,173                  5,173                  20,954                5,173                  5,173                 5,173                 5,173                 20,692               
DD&A 35,115                35,930                8,986                 9,242                  9,567                  9,717                  37,512                9,867                  10,017               10,167               10,317               40,368               

Pipeline & Storage - Segment Profit 95,743$              84,928$              20,709$             24,193$              13,864$              16,007$              74,773$              23,161$              26,139$             12,366$             17,716$             79,382$             

Pipeline & Storage - EBITDA 130,858$            120,858$            29,695$             33,435$              23,431$              25,724$              112,285$            33,028$              36,156$             22,533$             28,033$             119,750$           

Utility Segment 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenues from External Customers 1,097,550$         804,466$            242,842$           361,745$            146,215$            93,589$              844,391$            229,244$            348,914$           119,148$           86,330$             783,636$           
Intresegment Revenues 15,474$              15,325$              4,570                 6,635                  3,475                  6,635                  21,315$              6,635                  6,635                 6,635                 6,635                 26,540$             
Other Revenue -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
Total Revenue 1,113,024$         819,791$            247,412$           368,380$            149,690$            100,224$            865,706$            235,879$            355,549$           125,783$           92,965$             810,176$           

Purchased Gas 713,174              428,376              136,774             224,274              68,667                35,564                465,279              110,037              216,327             48,851               32,805               408,020             
Operating Costs 191,192              181,315              45,217               58,808                42,524                37,083                183,632              42,458                78,221               42,766               34,397               197,842             
Property, Franchise and Other Taxes 44,215                42,772                10,941               12,960                11,031                10,500                45,432                10,500                10,500               10,500               10,500               42,000               
Other Income (Expense)
DD&A 39,675                40,369                10,241               10,382                10,363                10,463                41,449                10,563                10,663               10,763               10,863               42,852               

Utility Segment - Segment Profit 124,768$            126,959$            44,239$             61,956$              17,105$              6,614$                129,914$            62,321$              39,839$             12,903$             4,399$               119,462$           

Utility Segment- EBITDA 164,443$            167,328$            54,480$             72,338$              27,468$              17,077$              171,363$            72,884$              50,502$             23,666$             15,262$             162,314$           

Energy Marketing 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenues from External Customers 397,764$            344,802$            53,652$             121,321$            71,746$              41,699$              288,418$            54,189$              122,534$           72,463$             42,116$             291,302$           
Intresegment Revenues 558$                   -$                    -                     -                      156                     -                      156$                   -                      -                     -                     -                     -$                   
Other Revenue -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
Total Revenue 398,322$            344,802$            53,652$             121,321$            71,902$              41,699$              288,574$            54,189$              122,534$           72,463$             42,116$             291,302$           

Purchased Gas 380,676              325,027              50,559               109,445              67,711                40,031                267,746              50,899                115,096             68,065               39,560               273,620             
Operations and Maintenance 6,014                  6,148                  1,558                 1,582                  1,415                  1,750                  6,305                  1,776                  1,803                 1,830                 1,857                 7,266                 
Property, Franchise and Other Taxes 41                       54                       7                        18                       8                         8                         41                       8                         8                        8                        8                        32                      
DD&A 42                       43                       9                        9                         9                         9                         36                       9                         9                        9                        9                        36                      

Energy Marketing - Segment Profit 11,549$              13,530$              1,519$               10,267$              2,759$                (99)$                    14,446$              1,496$                5,618$               2,552$               682$                  10,348$             

Energy Marketing - EBITDA 11,591$              13,573$              1,528$               10,276$              2,768$                (90)$                    14,482$              1,505$                5,627$               2,561$               691$                  10,384$             

Other 2009 2010 Q111 Q211 Q311E Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenues from External Customers 41,410$              41,839$              549$                  472$                   2,810$                5,000$                8,831$                5,000$                5,000$               5,000$               5,000$               20,000$             
Intresegment Revenues 3,890$                2,315$                1,678                 2,538                  1,873                  -                      6,089$                -                      -                     -                     -                     -$                   
Other Revenue -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     

Total Revenue 45,300$              44,154$              2,227$               3,010$                4,683$                5,000$                14,920$              5,000$                5,000$               5,000$               5,000$               20,000$             

Purchased Gas 8,456                  4,167                  49                      -                      -                      100                     149                     100                     100                    100                    100                    400                    
Operations and Maintenance 35,546                25,053                1,055                 1,129                  944                     944                     4,072                  944                     944                    944                    944                    3,776                 
Property, Franchise and Other Taxes 1,500                  1,622                  217                    183                     90                       90                       580                     90                       90                      90                      90                      360                    
Other (Income) Expenses -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
DD&A 7,066                  8,407                  221                    207                     203                     203                     834                     203                     203                    203                    203                    812                    

Other - Segment Profit (7,268)$               4,905$                685$                  1,491$                3,446$                3,663$                9,285$                3,663$                3,663$               3,663$               3,663$               14,652$             

Other- EBITDA (202)$                  13,312$              906$                  1,698$                3,649$                3,866$                10,119$              3,866$                3,866$               3,866$               3,866$               15,464$             

TOTAL COMPANY 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Revenues from External Customers 894$                   875$                   224$                  244$                   238$                   238$                   944$                   238$                   238$                  238$                  238$                  952$                  
Intresegment Revenues 4,064                  3,547                  1,028                 899                     1,028                  1,028                  3,983                  1,028                  1,028                 1,028                 1,028                 4,112                 
Other Revenue

Total Revenue 4,958$                4,422$                1,252$               1,143$                1,266$                1,266$                4,927$                1,266$                1,266$               1,266$               1,266$               5,064$               

Operations and Maintenance 9,576                  13,100                3,363                 3,648                  3,565                  3,565                  14,141                3,565                  3,565                 3,565                 3,565                 14,260               
Property, Franchise and Other Taxes 281                     314                     530                    550                     1,763                  1,763                  4,606                  1,763                  1,763                 1,763                 1,763                 7,052                 
Other (Income) Expenses -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
DD&A 695                     768                     188                    187                     187                     187                     749                     187                     187                    187                    187                    748                    

Total Company - Segment Profit 225,278$            441,840$            117,412$           153,757$            94,806$              87,990$              453,965$            160,901$            150,675$           112,766$           110,542$           534,884$           

Total Company- EBITDA 581,499$            633,539$            170,724$           213,768$            152,099$            150,842$            687,433$            226,049$            218,607$           184,482$           186,614$           815,752$            
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National Fuel Gas Company
($ in thousands, except unit data)

Summary Income Statement 2009 2010 Q111 Q211 Q311 Q411E 2011E Q112E Q212E Q312E Q412E 2012E

Total Revenue (net) 2,057,852$         1,768,914$         450,948$           660,881$            380,979$            346,457$            1,839,265$         507,825$            711,329$           425,061$           384,845$           2,029,060$        

Total Costs and Expenses
Purchased Gas 1,001,781           662,640              163,038             306,595              112,725              75,795                658,153              161,136              331,623             117,116             72,565               682,440             
Operating and Maintenance
Property, Franchise and Other Taxes 402,408              396,849              97,450               116,721              95,977                98,791                408,939              99,201                139,429             101,499             103,447             443,577             
Depreciation, Depletion and Amortization 72,164                75,886                19,736               23,798                20,179                21,028                84,741                21,438                21,670               21,963               22,219               87,291               

Total Costs and Expenses 1,476,353$         1,135,375$         280,224$           447,114$            228,881$            195,614$            1,151,833$         281,776$            492,723$           240,578$           198,231$           1,213,308$        

Operating Income 581,499$            633,539$            170,724$           213,767$            152,098$            150,842$            687,431$            226,049$            218,607$           184,482$           186,614$           815,752$           

Other Income (Expense)
Income from Unconsolidated Subsidiaries 3,365                  2,489                  (1,100)                479                     (77)                      (77)                      (775)                    (77)                      (77)                     (77)                     (77)                     (308)                   
Other Income (Expense) 6,130                  3,638                  993                    52,824                1,890                  950                     56,657                950                     950                    950                    950                    3,800                 
Interest Income 5,775                  3,731                  884                    68                       325                     325                     1,602                  325                     325                    325                    325                    1,300                 
Interest Expense (79,419)               (87,190)               (20,192)              (17,926)               (17,876)               (21,023)               (77,017)               (23,090)               (24,531)              (26,690)              (29,551)              (103,862)            
Other Interest (Expense) (7,497)                 (6,777)                 (1,401)                (1,454)                 (1,159)                 (1,456)                 (5,470)                 (1,456)                 (1,456)                (1,456)                (1,456)                (5,824)                

Income (Loss) Before Taxes 509,853$            549,430$            149,908$           247,758$            135,201$            129,561$            662,428$            202,701$            193,818$           157,534$           156,805$           710,858$           

Current Income Taxes (53,641)               (26,049)               (1,452)                (2,226)                 2,799                  (791)                    (1,670)                 (1,631)                 (1,493)                (1,017)                (957)                   (5,098)                
Deferred Income Taxes (2,521)                 111,777              36,600               69,910                33,816                24,840                165,166              51,220                46,875               31,956               30,062               160,113             

Income (Loss) from Continuing Operations 453,691$            635,158$            185,056$           315,442$            171,816$            153,610$            825,924$            252,290$            239,200$           188,473$           185,910$           865,873$           

Income (Loss) from Discontinued Operations -                      6,009                  -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
Cum. Effect of Change in Accounting Principle -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     

Net Income (Loss) 453,691$            641,167$            185,056$           315,442$            171,816$            153,610$            825,924$            252,290$            239,200$           188,473$           185,910$           865,873$           

Non-Operating Adjustments
Non-Recurring Items Included in Segment Profit 109,766              -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     
Non-Recurring Items Below  Segment Profit -                      -                      -                     (31,550)               -                      -                      (31,550)               -                      -                     -                     -                     -                     
Tax Adjustment -                      -                      -                     -                      -                      -                      -                      -                      -                     -                     -                     -                     

Operating Earnings (from Cont. Ops.) 100,708$            225,913$            58,543$             115,611$            46,891$              41,078$              262,123$            84,702$              77,518$             52,844$             49,713$             264,777$           
Plus: DD&A 173,410              191,809              53,313               60,011                57,293                62,852                233,469              65,148                67,931               71,716               76,073               280,868             
Plus: Deferred Taxes (Incl Non-Op Tax Adj) (2,521)                 134,679              36,600               69,910                33,816                24,840                165,166              51,220                46,875               31,956               30,062               160,113             
Plus: Other 195,665              (3,987)                 3,543                 2,160                  2,872                  -                      8,575                  -                      -                     -                     -                     -                     

Operating Cash Flow 467,262$            548,414$            151,999$           247,692$            140,872$            128,770$            669,333$            201,070$            192,324$           156,516$           155,848$           705,758$           

Weighted Average Basic Shares 79,649                81,393                82,223               82,401                82,687                83,420                82,683                83,420                83,420               83,420               83,420               83,420               
Weighted Average Fully Diluted  Shares 80,518                82,670                83,420               83,674                83,782                84,515                83,848                84,515                84,515               84,515               84,515               84,515               
Earnings (Loss) / Share

Basic 1.26$                  2.78$                  0.71$                 1.40$                  0.57$                  0.49$                  3.17$                  1.02$                  0.93$                 0.63$                 0.60$                 3.17$                 
Reported Fully Diluted 1.25$                  2.73$                  0.70$                 1.38$                  0.56$                  0.49$                  3.13$                  1.00$                  0.92$                 0.63$                 0.59$                 3.13$                 
Operating Fully Diluted 2.61$                  2.66$                  0.70$                 1.00$                  0.56$                  0.49$                  2.75$                  1.00$                  0.92$                 0.63$                 0.59$                 3.13$                 

Operating CFPS 7.17$                  6.56$                  1.82$                 2.58$                  1.68$                  1.52$                  7.61$                  2.38$                  2.28$                 1.85$                 1.84$                 8.35$                 

EBITDAX 581,499$            633,539$            170,724$           213,768$            152,099$            150,842$            687,433$            226,049$            218,607$           184,482$           186,614$           815,752$            
 
 
Company Citations 
Company Name Ticker Exchange Currency Closing Price RJ Rating RJ Entity
EOG Resources, Inc. EOG NYSE $ 89.85 3 RJ & Associates
   
Notes:  Prices are as of the most recent close on the indicated exchange and may not be in US$.  See Disclosure section for rating 
definitions.  Stocks that do not trade on a U.S. national exchange may not be approved for sale in all U.S. states. NC=not covered.

ddonnelly@diamondbackcap.com David Donnelly 08/31/11 08:59:44 PM Diamondback Capital Management



Raymond James  U.S. Research 

© 2011 Raymond James & Associates, Inc., member New York Stock Exchange/SIPC.  6 
International Headquarters: 
The Raymond James Financial Center  |  880 Carillon Parkway  |  St. Petersburg, Florida 33716  |  800-248-8863  

Important Investor Disclosures 
Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide.  Raymond James & 
Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL  33716, (727) 567-1000. Affiliates include 
the following entities, which are responsible for the distribution of research in their respective areas.  In Canada, Raymond James Ltd., Suite 
2200, 925 West Georgia Street, Vancouver, BC  V6C 3L2, (604) 659-8200.  In Latin America, Raymond James Latin America, Ruta 8, km 17,500, 
91600 Montevideo, Uruguay, 00598 2 518 2033.  In Europe, Raymond James European Equities, 40 rue La Boetie, 75008, Paris, France, +33 1 
45 61 64 90. 
This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in 
any locality, state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation.  The securities discussed in this document may not be eligible for sale in some jurisdictions.  This research is not an offer to sell 
or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It does not 
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients.  Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital 
may occur.  Investors should consider this report as only a single factor in making their investment decision. 
Investing in securities of issuers organized outside of the U.S., including ADRs, may entail certain risks.  The securities of non-U.S. issuers may 
not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and Exchange Commission.  There may be limited 
information available on such securities.  Investors who have received this report may be prohibited in certain states or other jurisdictions 
from purchasing the securities mentioned in this report.  Please ask your Financial Advisor for additional details.  
The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell 
any security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such 
information is accurate or complete. Persons within the Raymond James family of companies may have information that is not available 
to the contributors of the information contained in this publication. Raymond James, including affiliates and employees, may execute 
transactions in the securities listed in this publication that may not be consistent with the ratings appearing in this publication.   
Additional information is available on request. 

 

Analyst Information 
Registration of Non-U.S. Analysts:  The analysts listed on the front of this report who are not employees of Raymond James & Associates, 
Inc., are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc., 
and are not subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public companies, 
and trading securities held by a research analyst account. 
Analyst Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus 
system. Several factors enter into the bonus determination including quality and performance of research product, the analyst's success 
in rating stocks versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors 
may include but are not limited to: overall ratings from internal (other than investment banking) or external parties and the general 
productivity and revenue generated in covered stocks.  

 

The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No part 
of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this research report. In addition, said analyst has not received compensation from any subject company in the last 
12 months. 

 

Ratings and Definitions 
Raymond James & Associates (U.S.) definitions   
Strong Buy (SB1)  Expected to appreciate, produce a total return of at least 15%, and outperform the S&P 500 over the next six to 12 months. 
For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at least 15% is expected to be realized 
over the next 12 months. 
Outperform (MO2)  Expected to appreciate and outperform the S&P 500 over the next 12-18 months. For higher yielding and more 
conservative equities, such as REITs and certain MLPs, an Outperform rating is used for securities where we are comfortable with the relative 
safety of the dividend and expect a total return modestly exceeding the dividend yield over the next 12-18 months. 
Market Perform (MP3)  Expected to perform generally in line with the S&P 500 over the next 12 months. 
Underperform (MU4)  Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. 
Suspended (S)  The rating and price target have been suspended temporarily.  This action may be due to market events that made coverage 
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be 
providing investment banking services to the company.  The previous rating and price target are no longer in effect for this security and should 
not be relied upon. 
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Raymond James Ltd. (Canada) definitions   
Strong Buy (SB1)  The stock is expected to appreciate and produce a total return of at least 15% and outperform the S&P/TSX Composite Index 
over the next six months. 
Outperform (MO2)  The stock is expected to appreciate and outperform the S&P/TSX Composite Index over the next twelve months. 
Market Perform (MP3)  The stock is expected to perform generally in line with the S&P/TSX Composite Index over the next twelve months and 
is potentially a source of funds for more highly rated securities. 
Underperform (MU4)  The stock is expected to underperform the S&P/TSX Composite Index or its sector over the next six to twelve months 
and should be sold. 
 
Raymond James Latin American rating definitions   
Strong Buy (SB1)  Expected to appreciate and produce a total return of at least 25.0% over the next twelve months. 
Outperform (MO2)  Expected to appreciate and produce a total return of between 15.0% and 25.0% over the next twelve months. 
Market Perform (MP3)  Expected to perform in line with the underlying country index. 
Underperform (MU4)  Expected to underperform the underlying country index. 
Suspended (S)  The rating and price target have been suspended temporarily.  This action may be due to market events that made coverage 
impracticable, or to comply with applicable regulations or firm policies in certain circumstances, including when Raymond James may be 
providing investment banking services to the company.  The previous rating and price target are no longer in effect for this security and should 
not be relied upon. 
 
Raymond James European Equities rating definitions  
Strong Buy (1)  Expected to appreciate, produce a total return of at least 15%, and outperform the Stoxx 600 over the next 6 to 12 months. 
Outperform (2)  Expected to appreciate and outperform the Stoxx 600 over the next 12 months. 
Market Perform (3)  Expected to perform generally in line with the Stoxx 600 over the next 12 months. 
Underperform (4)  Expected to underperform the Stoxx 600 or its sector over the next 6 to 12 months. 
 
In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might carry a 
higher or lower rating.  Investors should feel free to contact their Financial Advisor to discuss the merits of other available investments. 
 
Rating Distributions 

 Coverage Universe Rating Distribution Investment Banking Distribution 

 RJA RJL RJ LatAm RJA RJL RJ LatAm 

Strong Buy and Outperform (Buy) 58% 76% 37% 15% 58% 25% 

Market Perform (Hold) 37% 23% 53% 4% 39% 0% 

Underperform (Sell) 5% 2% 9% 2% 0% 0% 
 
Suitability Categories (SR) 
For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of potential risk factors for 
investors.  Suitability ratings are not assigned to stocks rated Underperform (Sell).  Projected 12-month price targets are assigned only to 
stocks rated Strong Buy or Outperform. 
Total Return (TR)  Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of principal. 
Growth (G)  Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend, and the potential 
for long-term price appreciation. 
Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less predictable earnings 
and acceptable, but possibly more leveraged balance sheets. 
High Risk (HR)  Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and competitive issues, 
higher price volatility (beta), and risk of principal. 
Venture Risk (VR)  Companies with a short or unprofitable operating history, limited or less predictable revenues, very high risk associated 
with success, and a substantial risk of principal. 
 

Raymond James Relationship Disclosures 
Raymond James expects to receive or intends to seek compensation for investment banking services from the subject companies in the 
next three months. 
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Stock Charts, Target Prices, and Valuation Methodologies 
Valuation Methodology:  The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and 
quantitative factors including an assessment of industry size, structure, business trends and overall attractiveness; management effectiveness; 
competition; visibility; financial condition, and expected total return, among other factors.  These factors are subject to change depending on 
overall economic conditions or industry- or company-specific occurrences. Only stocks rated Strong Buy (SB1) or Outperform (MO2) have 
target prices and thus valuation methodologies.   

Target Prices: The information below indicates our target price and rating changes for NFG stock over the past three years. 
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Valuation Methodology: Our valuation methodology for National Fuel Gas is centered on a target multiple of enterprise value to projected 
forward year EBITDA and also takes into consideration our estimate of the company's total company net asset value (NAV). 

 

 

The information below indicates target price and rating changes for other subject companies included in this research. 
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Valuation Methodology: For EOG Resources, Inc., our valuation methodology focuses primarily on enterprise value to prior-year proved 
reserves, enterprise value to forward EBITDAX multiple, and price to proved net asset value per share. We also consider these valuation 
metrics in relation to the company's peer group. We believe these valuation metrics are useful when considered in conjunction with the 
company's debt to book capitalization ratio, reserves to production ratio (i.e., reserve life), and our assessments of the company's risk profile, 
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drilling inventory depth, production growth profile, and forward-looking production growth per debt-adjusted share. Our analysis often 
requires us to estimate the company's capital structure at certain future dates. We calculate the 12-month target price based on an enterprise 
value to forward EBITDAX multiple. 

 

Risk Factors 
General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on Raymond James research: 
(1) Industry fundamentals with respect to customer demand or product / service pricing could change and adversely impact expected 
revenues and earnings; (2) Issues relating to major competitors or market shares or new product expectations could change investor attitudes 
toward the sector or this stock; (3) Unforeseen developments with respect to the management, financial condition or accounting policies or 
practices could alter the prospective valuation; or (4) External factors that affect the U.S. economy, interest rates, the U.S. dollar or major 
segments of the economy could alter investor confidence and investment prospects. International investments involve additional risks such as 
currency fluctuations, differing financial accounting standards, and possible political and economic instability. 

Specific Investment Risks Related to the Industry or Issuer 

Oil and Gas Price Volatility 
Profitability of companies producing crude oil and natural gas is directly affected by changes in oil and gas prices. These prices are influenced 
by a multitude of regional, national and global factors, many of which are outside the control of companies in the industry. Supply-related 
factors include industrywide levels of capital spending and production decisions by OPEC. Demand-related factors include macroeconomic 
conditions. 

Company-Specific Risks for National Fuel Gas Company 
National Fuel Gas is subject to many of the same risks as a typical U.S. independent producer, including commodity price fluctuations, 
operating risks, exploration risks, potential increases in oilservice costs, timing and control risk for non-operated prospects, and financial risks. 
 

National Fuel Gas is Structured as a Holding Company 
National Fuel Gas is structured as a holding company and, therefore, has no significant assets other than the stock of its operating subsidiaries. 
National Fuel Gas relies exclusively on repayments of principal and interest on intercompany loans made by the company to its operating 
subsidiaries and income from dividends and other cash flow from the subsidiaries. Such operating subsidiaries may not generate sufficient net 
income to pay dividends or generate sufficient cash flow to make payments of principal or interest on such intercompany loans. 

Gas and Oil Price Volatility 
Prices for natural gas and oil fluctuate widely, and National Fuel Gas' revenues, profitability, and future growth depend substantially on 
prevailing prices for gas and oil.  Also, lower oil and gas prices can influence the company's cash flow and capital available to reinvest in drilling 
projects, which could impact National Fuel Gas' ability to grow its operations.  To manage commodity price volatility, in the normal course of 
its business, National Fuel Gas will periodically enter into hedging transactions to secure pricing on its oil and gas production.  Occasionally, as 
part of its proactive hedging philosophy, National Fuel Gas will settle hedging transactions prior to maturity if the company believes that prices 
have moved to unsustainable levels. 

Future Acquisition Risk 
Acquisitions (particularly of leaseholds) are an important part of National Fuel Gas' business model, and future transactions are likely. Even 
though the company has previously been successful in executing and integrating many acquisitions, the success of future transactions or the 
availability of favorable future opportunities is difficult to predict. Ultimate transaction prices, project economics, form of consideration, 
future production profile, and other factors can all affect future profitability of National Fuel Gas' stock price performance. 

Dividends Are Not Guaranteed 
Although National Fuel Gas has demonstrated a long history of paying dividends, the actual amount of cash distributed to shareholders may 
fluctuate and will depend on National Fuel Gas' operating performance. 

Regulation Risk 
National Fuel Gas’ business operations, especially its utility business, are subject to federal, state, and local laws and regulations. These laws 
and regulations are subject to change and could significantly impact the company's ability to generate cash flow and operate profitably.  In 
addition, compliance with environmental laws and regulations could require unexpected capital expenditures at the company’s facilities or 
delay or cause the cancellation of expansion projects. 

 

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability 
categories, is available at rjcapitalmarkets.com/SearchForDisclosures_main.asp. Copies of research or Raymond James’ summary 
policies relating to research analyst independence can be obtained by contacting any Raymond James & Associates or Raymond James 
Financial Services office (please see raymondjames.com for office locations) or by calling 727-567-1000, toll free 800-237-5643 or 
sending a written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3, 6th Floor, 880 Carillon Parkway, 
St. Petersburg, FL 33716. 
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For clients in the United Kingdom: 
For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for distribution 
only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial Promotion) Order 2000 as 
investment professionals and may not be distributed to, or relied upon, by any other person. 
For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond James Investment 
Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted. 
For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to conflict of 
interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment Services, Ltd. are authorized 
and regulated in the U.K. by the Financial Services Authority. 
For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:  
This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be 
submitted. 
For Canadian clients:  
Review of Material Operations:  The Analyst and/or Associate is required to conduct due diligence on, and where deemed appropriate 
visit, the material operations of a subject company before initiating research coverage.  The scope of the review may vary depending on 
the complexity of the subject company’s business operations. 
This report is not prepared subject to Canadian disclosure requirements. 
 
For Latin American clients: 

Registration of Brazil-based Analysts: In accordance with Regulation #483 issued by the Brazil Securities and Exchange Commission (CVM) in 
October 2010, all lead Brazil-based Research Analysts writing and distributing research are CNPI certified as required by Art. 1 of APIMEC’s 
Code of Conduct (www.apimec.com.br/supervisao/codigodeconduta). They abide by the practices and procedures of this regulation as well as 
internal procedures in place at Raymond James Brasil S.A. A list of research analysts accredited with the APIMEC can be found on the webpage 
(www.apimec.com.br/ certificacao/Profissionais Certificados). 
Non-Brazil-based analysts writing Brazil research and or making sales efforts with the same are released from these APIMEC requirements as 
stated in Art. 20 of CVM Instruction #483, but abide by recognized Codes of Conduct, Ethics and Practices that comply with Articles 17, 18, and 
19 of CVM Instruction #483. 
 
Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows: 
This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by 
Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate or 
commercially exploit the information contained in this report, in printed, electronic or any other form, in any manner, without the prior 
express written consent of Raymond James. You also agree not to use the information provided in this report for any unlawful purpose. This is RJA client 

releasable research 
This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or other 
intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq, provides for civil and 
criminal penalties for copyright infringement. 
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