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PART I: BUSINESS
ITEMS 1AND 2. BUSINESS AND PROPERTIES

UGI Corporation isadistributor and marketer of energy products and services. We have two primary business lines. we area domestic and
international distributor of propane, and we arealso a provider of natura gas, electricity and related services through regulated distribution
utilities as well as through unregulated electric generation, commaodity marketing and heating and cooling installation and service businesses.

We conduct our domestic propane distribution business through AmeriGas Partners, L.P., ("AmeriGas Partners’ or the "Partnership”), whichis
the nation'slargest retail propane distributor. AmeriGas Partners conducts its business through its direct andindirect subsidiaries, AmeriGas
Propane, L.P. and AmeriGas Eagle Propane, L.P. (together, the "Operating Partnership"). AmeriGas Eagle Propane, L.P. has aless-than-one
percent minority limited partner. The Partnership's sole genera partner is our subsidiary, AmeriGas Propane, Inc. ("AmeriGas Propane” or the
"General Partner"). The common units of AmeriGas Partners, which represent limited partner interests in a Delaware limited partnership, are
traded on the New Y ork Stock Exchange under the symbol "APU." We have a 50.7% ownership interest in the Partnership; the remaining
interest is publicly held. See Note 1 to the Company's Consolidated Financia Statements.

Our subsidiary UGI Utilities, Inc. ("UGI Utilities," or "Utilities") owns and operatesa natural gas distribution utility and an electric distribution
utility in eastern Pennsylvania. Utilitiesis the successor to a business founded in 1882. It serves 277,000 natural gascustomers and 61,000
electric customers. In response to state deregulation legislation, effective October 1, 1999, Utilities transferred its electric generation assets to a
non-utility subsidiary, UGI Development Company ("UGID"). UGID contributed certain electric generation assets to a non-utility generation
joint venture with a subsidiary of Allegheny Energy, Inc. in December 2000.

UGI Enterprises, Inc. ("Enterprises") conducts domestic andinternational energy-related businessesthrough subsidiaries. UGI Energy Services,
Inc. markets natural gas, oil and electricity in the Mid-Atlantic region under the trade name GASMARK(R). UGI HVAC Enterprises, Inc.
operates a heating and cooling installation and service businessin the Mid-Atlantic region. Enterprises conducts its international propane
distribution business through operating companies and equity investments. It owns FLAGA GmbH, the largest retail propane distributor in
Austria and oneof the largest suppliersin the Czech Republic and Slovakia. InMarch 2001, Enterprises acquired a 20% interest in Antargaz,
one of thelargest distributors of propane in France. Enterprises also has an equity interest in a propaneimport and distribution joint venturein
China. We expect Enterprisesto continue to evaluate and develop new related and complementary business opportunities for us.

UGI was incorporated in Pennsylvania in 1991. UGI Corporation is not subject to regulation by the Pennsylvania Public Utility Commission
("PUC"). Itisaso exempt fromregistration as a holding company and not otherwise subject to the Public Utility Holding Company Act of
1935, except for Section 9(a)(2), which regulatesthe acquisition of voting securities of an electric or gas utility company. Our executive offices
are located at 460 North Gulph Road, King of Prussia,
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Pennsylvania 19406, and our telephone number is (610) 337-1000. In this report, theterms "Company” and "UGI," as well as the terms"our,
"we," and "its," are sometimes used as abbreviated referencesto UGI Corporation or, collectively, UGI Corporation and its consolidated
subsidiaries. Similarly, theterms "AmeriGas Partners' and the"Partnership” are sometimes used as abbreviated referencesto AmeriGas
Partners, L.P. or, collectively, AmeriGas Partners, L.P. and itssubsidiaries, includingthe Operating Partnership.

Business Strategy

In July 1999, following a comprehensive study, we announced our intention to refocus our strategic direction on growing our existing natural
gas, electric and propane businesses while seeking additional related and complementary growth opportunities. We are employing our core
competencies from our existing businesses, as well as using our national scope, extensive asset base and access to customers, to accelerate
growthin related and complementary businesses, both domestic and international. During fiscal year 2001, we completed a number of
transactions in pursuit of this strategy.

AMERIGAS PROPANE BUSINESS

Our domestic propane distribution business is conducted through AmeriGas Partners. Upon completion of the ColumbiaPropane acquisition
described below, we became the largest retail propane distributor inthe United States, based on retail volume. The Partnership operates from
over 700 district locations in 46 states. AmeriGas Propane manages the Partnership. Although our consolidated financial statementsinclude
100% of the Partnership's revenues, assets and liabilities, our net income reflects only our majority interest in the income or loss of the
Partnership, due to the publicly-owned limited partner interest. SeeNote 1 to the Company's Consolidated Financial Statements.

On August 21, 2001, AmeriGas Propane, L.P. acquired the propane distribution businesses of Columbia Energy Group for approximately $202
million in cash. These businesses were conducted through Columbia Propane Corporation and its 99% owned subsidiary, Columbia Propane,
L.P. Prior to the acquisition, Columbia Propane, based in Richmond, Virginia, wasthe seventh largest retail propane marketer in the United
States, selling approximately 308 million gallons annually from 186 locations in 29 states. Following the acquisition, ColumbiaPropane, L.P.
changed itsname to AmeriGas Eagle Propane, L.P. and Columbia Propane Corporation changed its name to AmeriGas Eagle Propane, Inc.
Both entities do business under the trade name AmeriGas(R). AmeriGas Propane, L.P. owns more than 99% of AmeriGas Eagle Propane, L.P.
and an unaffiliated third party retains the remaining interest. SeeNote 2 to the Company's Consolidated Financial Statements.

General Industry Information

Propane is separated from crude oil during therefining process and also extracted from natural gas or oil wellhead gas at processing plants.
Propane is normally transported and stored in a
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liquid state under moderate pressure or refrigeration for economy and ease of handling in shipping and distribution. When the pressure is
released or the temperature isincreased, it is usable asaflammable gas. Propane is colorless and odorless; an odorant is added to alow its
detection. Propaneis clean burning, producing negligible amounts of pollutants when properly consumed.

The primary customers for propane areresidential, commercial, agricultural, motor fuel and industrial usersto whom natural gasis not readily
available. Propaneis typically more expensive than natural gas, competitive with fuel oil when operating efficiencies aretaken into account
and, in most areas, cheaper than electricity on anequivalent energy basis.

PRODUCTS, SERVICESAND MARKETING

Asof September 30, 2001, the Partnership distributed propane to approximately 1.3 million customers from over 700 district locations. The
Partnership's operations arelocated primarily in the East Coast, Southeast, Midwest, Mountain Central and West Coast regionsof the United
States. The Partnership also sells, installs and services propane appliances, including heating systems. In certain markets, the Partnership also
installs and services propane fuel systemsfor motor vehicles. Typically, district locations are found in suburban and rural areas where natural
gasisnot available. Districts generally consist of an office, appliance showroom, warehouse and servicefacilities, with oneor more 18,000 to
30,000 gallon storage tanks on the premises. Aspart of its overall transportation and distribution infrastructure, the Partnership operates as an
interstate carrier in 48 states throughout the United States. Itis also licensed as a carrier in Canada.

The Partnership sells propane primarily to fivemarkets:

residential, commercial/industrial, motor fuel, agricultural and wholesale. Approximately 74% of the Partnership's fiscal year 2001 sales (based
on gallons sold) were to retail accounts and approximately 26% were to wholesale customers. Sales to residential customers in fiscal 2001
represented approximately 41% of retail gallons sold, industrial/commercial customers37%, motor fuel customers 14%, and agricultural
customers 8%. Residential customers represented 51% of the Partnership'stotal propane margin. No single customer accountsfor 1% or more
of the Partnership's consolidated revenues.

In theresidential market, whichincludes both conventional and manufactured housing, propane is used primarily for home heating, water
heating and cooking purposes. Commercial users, which include motels, hotels, restaurants and retail stores, generally use propanefor the same
purposes as residential customers. The PPX Prefilled Propane Xchange program ("PPX (R)") enables consumers to exchange their empty
20-pound propane grill cylindersfor filled cylinders at variousretail |ocations such ashome center and convenience stores. Sales of our PPX
(R) grill cylindersto retailers areincluded in the commercia/industrial market. Industrial customers use propane to fire furnaces, as a cutting
gas and in other process applications. Other industrial customersare large-scale heating accounts and local gas utility customers who use
propane as a supplemental fuel to meet peak load deliverability requirements. As amotor fuel, propane is burned in internal combustion engines
that power over-the-road vehicles, forkliftsand stationary engines. Agricultura uses includetobacco curing, chicken brooding and crop drying.
In its wholesal e operations, the Partnership principally sells propaneto largeindustrial end-users and other propane distributors.
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Retail deliveries of propane are usually made to customers by means of bobtail and rack trucks. Propane is pumped fromthe bobtail truck,
which generally holds 2,400 to 3,000 gallons of propane, into a stationary storage tank on the customer's premises. The Partnership owns most
of these storage tanks and leases them to its customers. The capacity of these tanks ranges from approximately 100 gallons to approximately
1,200 gallons.

The Partnership also delivers propane to retail customers in portable cylinders with capacities of 4 to 24 gallons. Some of these deliveries are
made to the customer'slocation, where empty cylinders are either picked up for replenishment or filled in place. The Partnership continues to
expand its PPX (R) program. At September 30, 2001, PPX (R) was available at approximately 16,500 retail locations throughout the country,
including approximately 2,200 |ocations from Columbia Propane's cylinder exchange business.

PROPANE SUPPLY AND STORAGE

Supplies of propanefrom the Partnership's sources historically have been readily available. During theyear ended September 30, 2001, the
Partnership purchased approximately 81% of its propane from 10 suppliers, including Dynegy, Inc. (approximately 22%), Enterprise Products
Operating LP (approximately 21%), and BP (approximately 15%). The availability of propane supply is dependent upon, among other things,
the severity of winter weather and the price and availability of competing fuels such as natural gas and heating oil. Although no assurance can
be giventhat supplies of propane will be readily available in the future, management currently expects to be able to secure adequate supplies
during fiscal year 2002. If supply from major sources were interrupted, however, the cost of procuring replacement supplies and transporting
those supplies from alternative locations might be materially higher and, at least on a short-term basis, margins could be affected. Aside from
Dynegy, Enterprise Products and BP, no single supplier provided more than 10% of the Partnership's total propane supply in fiscal year 2001.
In certain market areas, however, some suppliers provide 70% to 80% of the Partnership's requirements. Disruptions in supply in these areas
could aso have anadverse impact on the Partnership's margins.

The Partnership has over 200 sources of supply, and it also makes purchases on the spot market. The Partnership purchases its propane supplies
from domestic and international suppliers. Over 90% of propane purchasesby the Partnership in fiscal year 2001 wereon a contractual basis.
These contracts are generally one- or two-year agreements subject to annual review. More than 90% of those contracts provided for pricing
based upon posted prices at thetime of delivery or the current prices established at major storage points such asMont Belvieu, Texas, or
Conway, Kansas. In addition, some agreements provided maximum and minimum seasonal purchase volume guidelines. The percentage of
contract purchases, and theamount of supply contracted for at fixed prices, will vary fromyear to year as determined by the General Partner.
The Partnership uses a number of interstate pipelines, as well as railroad tank cars, delivery trucks and barges, to transport propane from
suppliers to storage and distribution facilities. The Partnership storespropane at facilities in Arizona, Pennsylvania, Virginiaand severa other
states.

Because the Partnership's profitability is sensitive to changes in wholesal e propane costs, the Partnership generally seeksto pass onincreasesin
the cost of propane to customers. There isno
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assurance, however, that the Partnership will always be able to passon product cost increases fully, particularly when product costsrise rapidly.
Product cost increases can be triggered by periods of severe cold weather, supply interruptions, or other unforeseen events. The General Partner
has adopted supply acquisition and product price risk management practices to reduce the effect of pricevolatility on product costs. These
practices currently include the use of summer storage, forward purchases and derivative commodity instruments such asoptions and propane
price swaps. See "Management's Discussion and Analysisof Financial Condition and Results of Operations - Market Risk Disclosures."
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The following graph showsthe average prices of propane on the propane spot market during thelast fivefiscal years at Mont Belvieu, Texas
and Conway, Kansas, two major storage aress.

Average Propane Spot Market Prices
[AVERAGE PROPANE SPOT MARKET PRICESLINE GRAPH]

LP History
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Mont Bel vi eu

Conway

1996 Cctober Avg. Cct - 96 51.57
51.53

1996 Novenber Avg. Nov- 96 58. 05
63. 41

1996 Decenber Avg. Dec- 96 61. 04
84. 29

1997 January Avg. Jan- 97 47. 45
63. 39

1997 February Avg. Feb- 97 38.71
39.02

1997 March Avg. Mar - 97 38. 50
37.26

1997 April Avg. Apr - 97 34. 88
35. 26

1997 May Avg. May- 97 35.31
36. 48

1997 June Avg. Jun- 97 34. 43
35. 86

1997 July Avg. Jul -97 34.91
34. 63

1997 August Avg. Aug- 97 37.03
36. 53

1997 Septenber Avg. Sep- 97 38. 68
37.95

1997 Cctober Avg. Cct - 97 39. 83
37.32

1997 Novenber Avg. Nov- 97 35.95
35.00

1997 Decenber Avg. Dec- 97 33.57
31. 36

1998 January Avg. Jan- 98 30. 07
28.21

1998 February Avg. Feb-98 29.79
28. 32

1998 March Avg. Mar - 98 27.39
27.84

1998 April Avg. Apr - 98 29. 06
29. 47

1998 May Avg. May- 98 27.42
27.82

1998 June Avg. Jun- 98 24. 42
24. 84

1998 July Avg. Jul -98 24.54
24.55

1998 August Avg. Aug- 98 24.12
23. 87

1998 Sept enber Avg. Sep- 98 24. 83
24. 04

1998 Cctober Avg. Cct-98 25.72
24.57

1998 Novenber Avg. Nov- 98 24.79
23. 20

1998 Decenber Avg. Dec- 98 20. 89
18. 72

1999 January Avg. Jan- 99 21.75
19.61

1999 February Avg. Feb- 99 22.43
20. 58

1999 March Avg. Mar - 99 24.10
23. 40

1999 April Avg. Apr - 99 28. 26
27.58

1999 May Avg. May- 99 28. 31
26. 88

1999 June Avg. Jun-99 30. 95
28. 68 -

1999 July Avg. powaret o SO omsam 2002, JWHDE@® nline. Inc.  37. 26
34.62

1999 August Avg. Aug- 99 40. 51

37.56
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COMPETITION

Propane competes with other sources of energy, some of which are less costly for equivalent energy value. Propane distributors compete for
customers against suppliers of electricity, fuel oil and natural gas, principally on the basis of price, service, availability and portability.
Electricity isamajor competitor of propane, but propane generally enjoys a competitive price advantage over electricity for space heating,
water heating and cooking. Fuel oil isaso amajor competitor of propane and is generally less expensive than propane. Operating efficiencies
and other factors such as air quality and environmental advantages, however, generally make propane competitive with fuel oil as a heating
source. Furnaces and appliances that burn propane will not operate on fuel oil, and vice versa, and, therefore, a conversion from one fuel to the
other requires theinstallation of new equipment. Propane serves as an alternativeto natural gasin rural and suburban areas wherenatural gasis
unavailable or portability of product isrequired. Natural gas is generally alessexpensive source of energy than propane, although in areas
where natural gasisavailable, propane
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isused for certain industrial and commercial applications and as a standby fuel during interruptionsin natural gas service. The gradual
expansion of the nation's natural gas distribution systems has resulted in the availability of natural gas in some areas that previously depended
upon propane. However, natural gas pipelines are not present in many regions of the country where propane is sold for heating and cooking
purposes.

The domestic propaneretail distribution businessis highly competitive. The Partnership competes in thisbusiness with other large propane
marketers, including other full-service marketers, and thousands of small independent operators. In recent years, some rural electric
cooperatives and fuel oil distributors have expanded their businessesto include propane distribution and the Partnership competes with them as
well. The ability to compete effectively depends on supplying customer service, maintaining competitive retail prices and controlling operating
expenses.

Competition can intensify in responseto a variety of factors, including significantly warmer-than-normal weather, higher prices resulting from
extraordinary increases in the cost of propane, and recessionary economic factors. The Partnership may experience greater than normal
customer losses in certain years when competitive conditions reflect any of these factors.

In themotor fuel market, propane competes with gasoline and diesel fuel. When gasoline prices are high relative to propane, propane competes
effectively. Wholesale propane distribution is a highly competitive, low margin business. Propane sales to other retail distributors and
large-volume, direct-shipment industrial end users are price sensitive and frequently involve a competitive bidding process.

PROPERTIES

Asof September 30, 2001, the Partnership owned approximately 75% of its district locations. Inaddition, the Partnership subleases three
one-million barrel underground storage caverns in Arizona to store propane and butane for itself and third parties. The Partnership also leasesa
600,000 barrel refrigerated, above-ground storage facility in California, which could be used in connection with waterborne imports or exports
of propane or butane. The California facility, whichthe Partnership operates, is currently subleased to several refiners for the storage of butane.
In Virginia, the Partnership has a 50% indirect equity interest in a 476,000 barrel refrigerated, above-ground import terminal.

The transportation of propane requires specialized equipment. The trucks and railroad tank cars utilized for this purpose carry specialized steel
tanksthat maintain the propane in aliquefied state. As of September 30, 2001, the Partnership operated afleet of approximately 158 transport
trucks, approximately 40% of whichwere leased. It owned approximately 320 transport trailers and leased 260 railroad tank cars. In addition,
the Partnership fleet included approximately 3,200 bobtail and rack trucks, and approximately 2,200 other delivery and servicevehicles. The
vehiclefleet is 65% leased. Other assets owned at September 30, 2001 included approximately 1.2 million stationary storage tanks with typical
capacities of 100 to 1,000 gallons and approximately

1.9 million portable propane cylinders with typical capacitiesof 4 to 100 gallons. The Partnership aso
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owned more than 9,000 large volume tankswhich are used for its own storage requirements. AmeriGas Propane, L.P. has debt secured by liens
and mortgages on its real and personal property. AmeriGas Propane, L.P. owns approximately 70% of the Partnership's property, plant and
equipment.

TRADE NAMES, TRADE AND SERVICE MARKS

The Partnership markets propane principally under the "AmeriGas(R)," "America's Propane Company(R)" and"PPX Prefilled Propane
Xchange(R)" trade names and related service marks. UGI owns, directly or indirectly, al the right, title and interest in the "AmeriGas" and
related trade and service marks. The General Partner ownsall right, title and interest in the" America's Propane Company” and "PPX Prefilled
Propane Xchange" trade names and related service marks. The Partnership has an exclusive (except for useby UGI, AmeriGas, Inc. and the
Genera Partner), royalty-free license to use these namesand trade and service marks. UGI and the General Partner each have theoption to
terminate its respective license agreement (on 12 monthsprior noticein the case of UGI), without penalty, if the General Partner isremoved as
general partner of the Partnership other thanfor cause. If the General Partner ceases to serve asthe genera partner of the Partnership for cause,
the General Partner has the option to terminate itslicense agreement upon payment of a fee equal to the fair market value of thelicensed trade
names. UGI has a similar termination option, however, UGI must provide 12 months prior notice in addition to paying thefee.

SEASONALITY

Because many customers use propane for heating purposes, the Partnership's retail salesvolume is seasonal, with approximately 59% of the
Partnership's fiscal year 2001 retail sales volume and approximately 85% of its earnings before interest expense, income taxes, depreciation and
amortization occurring during the five-month peak heating season from November through March. As aresult of this seasonality, salesare
concentrated in the Partnership's first and second fiscal quarters (October 1 through March 31). Cash receipts are greatest during the second and
third fiscal quarters when customerspay for propane purchased during the winter heating season.

Sales volume for the Partnership traditionally fluctuates from year-to-year in response to variations in weather, prices, competition, customer
mix and other factors, such as conservation effortsand general economic conditions. For historical information on national weather statistics,
see "Management's Discussion and Analysis of Financial Condition and Resultsof Operations.”

GOVERNMENT REGULATION

The Partnership is subject to various federal, state andlocal environmental, safety and transportation laws and regulations governing the
storage, distribution and transportation of propane. These lawsinclude, among others, the Resource Conservation and Recovery Act, the
Comprehensive Environmental Response, Compensation and Liability Act ("CERCLA" or, the "Superfund Law"), the Clean Air Act, the
Occupationa Safety and Health Act, the Emergency Planning and Community Right to Know Act, the Clean Water Act and comparable state
statutes.
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CERCLA imposes joint and several liability on certain classes of persons considered to have contributed to the release or threatened release of
a "hazardous substance” into the environment without regard to fault or thelegality of the original conduct. Propane is not a hazardous
substance within the meaning of federal and state environmental laws. However, the Partnership owns and operates real property wheresuch
hazardous substances may exist. See Notes 1 and 13 to the Company's Consolidated Financial Statements.

All states in whichthe Partnership operates have adopted fire safety codes that regulate the storage and distribution of propane. In some states
these lawsare administered by state agencies, and in others they are administered on a municipal level. The Partnership conducts training
programs to help ensurethat its operations are in compliance with applicable governmental regulations. With respect to general operations,
National Fire Protection Association Pamphlets No. 54 and No. 58, which establish a set of rulesand procedures governing the safe handling of
propane, or comparable regulations, have been adopted as the industry standard in a mgjority of the statesin which the Partnership operates.
The Partnership maintains various permits under environmental lawsthat are necessary to operate certain of its facilities, some of which may be
materia to the operations of the Partnership. Management believes that the procedures currently in effect at al of its facilities for the handling,
storage and distribution of propane are consistent with industry standards and are in compliance in all material respects withapplicable
environmental, health and safety laws.

With respect to the transportation of propane by truck, the Partnership is subject to regulations promulgated under the Federal Motor Carrier
Safety Act. These regulations cover thetransportation of hazardous materials and are administered by the United States Department of
Transportation ("DOT"). The Natural Gas Safety Act of 1968 required the DOT to develop and enforce minimum safety regulationsfor the
transportation of gases by pipeline. The DOT's pipeline safety code applies to, among other things, a propane gas systemwhich supplies 10 or
more customers from a single source and a propane gas system any portion of whichislocated in a public place. The code requires operators of
all gas systems to provide training and written instructionsfor employees, establish written procedures to minimize the hazards resulting from
gas pipeline emergencies, and keep records of inspections and testing.

EMPLOYEES

The Partnership does not directly employ any persons responsible for managing or operating the Partnership. The General Partner provides
these servicesand isreimbursed for its direct and indirect costs and expenses, including all compensation and benefit costs. At September 30,
2001, the Genera Partner had approximately 6,300 employees, including approximately 300 temporary and part-time employees. UGI also
performs certain financial and administrative services for the General Partner on behalf of the Partnership and isreimbursed by the Partnership
for its direct and indirect costs and expenses.
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UTILITY OPERATIONS

Our utility businessis conducted by UGI Utilities, Inc., awholly owned subsidiary. Utilities operates its business through two divisions, thegas
division ("Gas Utility") and theédlectric division ("Electric Utility"). The business conducted by each of these divisionsis described below.

GASUTILITY
NATURAL GASCHOICE AND COMPETITION ACT

On June 22, 1999, PennsylvaniasNatura Gas Choiceand Competition Act ("Gas Competition Act") was signed intolaw. The purpose of the
Gas Competition Act was to provide all natural gasconsumersin Pennsylvania withthe ability to purchase their gas supplies fromthe supplier
of their choice. Under the Gas Competition Act, natural gas distribution companies ("NGDCs") like Gas Utility may continueto sell gasto
customers, and such sales of gas, aswell as distribution services provided by NGDCs, continue to be subject to price regulation by the
Pennsylvania Public Utility Commission ("PUC").

Generaly, PennsylvaniaNGDCs will serve as the supplier of last resort for al residential and small commercial and industrial customers unless
the PUC approves another supplier of last resort. The Gas Competition Act requires energy marketers seekingto serve customers of NGDCsto
accept assignment of a portion of the NGDC's interstate pipeline capacity and storage contracts at contract rates, thus avoiding the creation of
stranded costs.

On October 1, 1999, Gas Utility filed its restructuring plan with the PUC pursuant to the Gas Competition Act. On June 29, 2000, the PUC
entered its order ("Gas Restructuring Order") approving Gas Utility's restructuring plan substantially as filed. Gas Utility designed its
restructuring plan to ensure reliability of gas supply deliveriesto Gas Utility on behalf of residential and small commercial customers. In
addition, the plan changed Gas Utility'sbase rates for firm customers. It also changed the calculation of purchased gas cost rates. See "Utility
Regulation and Rates."

Since October 1, 2000, all of Gas Utility's customershave had the option to purchase their gas supplies from analternative gas supplier. Large
commercial and industrial customers of Gas Utility have been able to purchase their gasfrom other suppliers since1982. During fiscal year
2001, no third party supplier qualifiedto serveany residential or small commercial customer in Gas Utility's serviceterritory. Management
believes neither the Gas Competition Act nor the Gas Restructuring Order will have a material adverse impact on the Company'sfinancial
condition or results of operations.
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SERVICE AREA; REVENUE ANALYSIS

Gas Utility distributes natural gas to approximately 277,000 customers in portions of 14 eastern and southeastern Pennsylvania counties through
its distribution system of approximately 4,600 miles of gasmains. The service area consists of approximately 3,000 square miles and includes
the citiesof Allentown, Bethlehem, Easton, Harrisburg, Hazleton, Lancaster, Lebanon and Reading, Pennsylvania. Located in Gas Utility's
service area are mgjor production centers for basic industries such as speciaty metals, auminum and glass. For thefiscal years ended
September 30, 2001, 2000 and 1999, revenues of Gas Ultility accounted for approximately 20%, 20% and 25%, respectively, of our total
consolidated revenues.

System throughput (the total volume of gas sold to or transported for customers within Gas Utility's distribution system) for the 2001 fiscal year
was approximately 77.3 billion cubic feet ("bcf"). System sales of gasaccounted for approximately 45% of system throughput, while gas
transported for commercia and industrial customers (who bought their gas from others) accounted for approximately 55% of system
throughput. Based on industry data for 1999, residential customers account for approximately 33% of total system throughput by local gas
distribution companiesin the United States. By contrast, for the 2001 fiscal year, Gas Utility'sresidential customers represented 26% of its total
system throughput.

SOURCES OF SUPPLY AND PIPELINE CAPACITY

Gas Utility meets its servicerequirements by utilizing a diverse mix of natural gas purchase contracts with producers and marketers, and storage
and transportation service contracts. These arrangements enable Gas Utility to purchase gasfrom Gulf Coast, Mid-Continent, Appalachian and
Canadian sources. For the transportation and storage function, Utilities has agreements with a number of pipeline companies, including Texas
Eastern Transmission Corporation, ColumbiaGas Transmission Corporation and Transcontinental Gas Pipeline Corporation.

GASSUPPLY CONTRACTS

During fiscal year 2001, Gas Utility purchased approximately 37 bcf of natural gas for sale to customers. Approximately 92% of the volumes
purchased were supplied under agreements with ninemajor suppliers of natural gas. The remaining 8% of gaspurchased was supplied by 30
producers and marketers. Gas supply contracts are generally no longer than one year.

SEASONAL VARIATION

Because many of its customersuse gas for heating purposes, Gas Utility's sales are seasonal. Approximately 61% of fiscal year 2001 throughput
and approximately 71% of earnings before interest expense, income taxes, depreciation and amortization occurred during the winter season

from November through March.
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COMPETITION

Natural gas isafuel that competes with electricity and oil, and to alesser extent, with propane and coal. Competition among these fuelsis
primarily afunction of their comparative price and the relative cost and efficiency of fuel utilization equipment. Electric utilitiesin Gas Utility's
service area are seeking new load, primarily in the new construction market. Fuel oil dealerscompete for customersin all categories, including
industrial customers. Gas Utility responds to this competition with marketing efforts designed to retain and grow its customer base.

In substantialy all of itsservice territory, Gas Utility isthe only regulated gas distribution utility having theright, granted by the PUC or by
law, to provide gasdistribution services. Under the Gas Competition Act, retail customers may purchase their natural gas froma supplier other
than Gas Utility. Commercial and industrial customersin Gas Utility's service territory have been able to do thissince 1982. Gas Utility will
provide transportation services for residential and small commercia retail customerswho purchase natural gas from others, however, asof
December 1, 2001, no marketer had qualified to serve those customers.

Many of Gas Utility's commercial and industrial customers have the ability to switch to an aternate fuel at any time and, therefore, are served
on an interruptible basis under rates which are competitively priced with respect to their alternate fuel. Gas Utility'sprofitability from these
customers, therefore, is affected by the difference, or "spread,” between the customers delivered cost of gas and the customers delivered
alternate fuel cost. See "Utility Regulation and Rates - Gas Utility Rates." Commercial and industrial customers representing 17% of total
system throughput have locations which afford them the option, although none has exercised it, of seeking transportation servicedirectly from
interstate pipelines, thereby bypassing Gas Utility. The majority of customers in this group are served under transportation contracts having
three- to twenty-year terms. Included in these two groups are Utilities' ten largest customers in termsof annual volume. All of these customers
have contracts with Utilities, eight of which extend into fiscal year 2004. No single customer represents, or is anticipated to represent, more
than 1% of the total revenues of Gas Utility.

OUTLOOK FOR GAS SERVICE AND SUPPLY

Gas Utility anticipates having adequate pipeline capacity and sources of supply available to it to meet thefull requirements of al firm
customers on its system through fiscal year 2002. Supply mix is diversified, market priced, and delivered pursuant to a number of long- and
short-term firm transportation and storage arrangements, including transportation contracts held by some of Utilities larger customers.

During fiscal year 2001, Gas Utility supplied transportation serviceto two major cogeneration installations and two utility generation sites. Gas
Utility continues to pursue opportunities to supply natura gas to electric generation projects located in its serviceterritory. Gas Utility also
continues to seek new residential, commercial andindustrial customers for both firm and interruptible service. In theresidential market sector,
Gas Utility connected approximately

13-

peres e SO irsssn 2002, EDGAR Online. I nc.




8,300 residential heating customers during fiscal year 2001, a 5% increase fromthe previous year. Of those new customers, new home
construction accounted for over 6,000 heating customers. Customers converting from other energy sources, primarily oil, and existing
non-heating gas customers who have added gas heating systemsto replace other energy sources, accounted for the balance of theadditions. The
number of new commercial and industrial customerswas over 1,000.

Utilities continuesto monitor and participate extensively in rulemaking and individual rate and tariff proceedings before the Federal Energy
Regulatory Commission ("FERC") affecting the rates and theterms and conditions under which Gas Utility transportsand stores natural gas.
Among these proceedings arethose arising out of certain FERC orders and/or pipeline filingswhich relateto (i) the pricing of pipeline services
in a competitive energy marketplace; (ii) the flexibility of the termsand conditions of pipeline servicetariffs and contracts; and (iii) pipelines
requests to increase their base rates, or change the termsand conditions of their storage and transportation services.

Gas Utility's objective in negotiations with interstate pipeline and natural gassuppliers, and in litigation before regulatory agencies, isto assure
availability of supply, transportation and storage alternatives to serve market requirements at the lowest cost possible, taking into account the
need for security of supply. Consistent with that objective, Gas Utility negotiates theterms of firm transportation capacity on al pipelines
serving Gas Utility, arranges for appropriate storage and peak-shaving resources, negotiates with producers for competitively priced gas
purchases and aggressively participatesin regulatory proceedingsrelated to transportation rights and costs of service.

ELECTRICUTILITY
ELECTRICITY GENERATION CUSTOMER CHOICE AND COMPETITION ACT

On January 1, 1997, Pennsylvanids Electricity Generation Customer Choice and Competition Act ("ECC Act") became effective. The ECC Act
permitsall Pennsylvaniaretail electric customers to choose their electric generation supplier. Pursuant to the Act, al electric utilitieswere
required to file restructuring plans withthe PUC which, among other things, included unbundled prices for electric generation, transmission and
distribution and a competitive transition charge (CTC) for the recovery of "stranded costs' which would be paid by all customersreceiving
distribution service. Stranded costs generally are electric generation-related coststhat traditionally would be recoverable in aregulated
environment but may not be recoverable in acompetitive electric generation market. Under the ECC Act, Electric Utility generally may not
increase prices for electric generation as long as stranded costs are being recovered through the CTC. In accordance with the restructuring
proceedings discussed below, Utilities expects to collect a CTC from commercia and industrial customers until September 2002 and from all
other distribution customers until May 2003. Under the ECC Act, Electric Utility remains obligated to provide energy at the capped ratesto
customers who do not choose aternate suppliers. Electric Utility will continue to be the only regulated electric utility having theright, granted
by the PUC or by law, to distribute electric energy in its service territory.
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On June 19, 1998, the PUC entered its Opinion and Order (the "Restructuring Order") in Electric Utility'srestructuring proceeding under the
ECC Act. The Restructuring Order authorized Electric Utility to recover fromits customers approximately $32.5 millionin stranded costs (on a
full revenue requirements basis, which includesall incomeand gross receiptstaxes) over afour-year period which commenced January 1, 1999
through a CTC, together with carrying charges on unrecovered balances of 7.94%. Electric Utility's recoverable stranded costsinclude
approximately $8.7 million for the termination of a 1993 power purchase agreement with Foster Wheeler Penn Resources, Inc., anindependent
power producer. Since January 1, 1999, all of Electric Utility's customershave been permitted to select an aternative electric generation
supplier. Customers choosing another supplier currently receive an average generation "shopping credit" (devel oped from system-wide
generation rates) of 4.3 cents per kilowatt hour ("kwh"), whichwill remain in effect until recovery of the CTC is complete.

Electric Utility estimatesthat itspower generation rates will remain capped for commercial and industrial customersuntil September 2002 and
for al other customersuntil May 2003. Because Electric Utility has discontinued regulatory accounting, which permitted it to adjust customer
charges to reflect changes in Electric Utility's power costs, quarterly results have been, and future results arelikely to be, more volatile than
they were prior to deregulation, duein large part to seasonal variations in such costs. Resultswill also be affected by the number of customers
who choose to purchase their power from other suppliers during any given time period.

SERVICE AREA; REVENUE ANALYSIS

Electric Utility supplies electric service to approximately 61,400 customers in portions of Luzerne and Wyoming Countiesin northeastern
Pennsylvaniathrough asystem consisting of approximately 2,100 miles of transmission and distribution lines and 14 transmission substations.
For fiscal year 2001, about 51% of salesvolume came from residential customers, 32% from commercial customersand 9% from industrial
customers. Non-tariff sales of electricity and miscellaneousincome accounted for 8% of sales volume. Electricity transported for customers
who purchased their power from others pursuant to the ECC Act represented approximately 2% of fiscal year 2001 sales volume. For the 2001,
2000 and 1999 fiscal years, revenues of Electric Utility accounted for approximately 3%, 5% and 5%, respectively, of our total consolidated
revenues.

SOURCES OF SUPPLY

Effective October 1, 1999, Utilitiestransferred its electric generation assets to its non-utility subsidiary, UGI Development Company
("UGID"). These generation assets consisted principally of Utilities Hunlock generating station ("Hunlock Station™), located near Kingston,
Pennsylvaniaand its 1.11% interest in the Conemaugh generating station (" Conemaugh Station"), located near Johnstown, Pennsylvania.
Effective December 8, 2000, UGID entered into a partnership with a subsidiary of Allegheny Energy, Inc. for the purpose of owningand
operating electric generation facilities. UGID contributed Hunlock Station, coal inventory and $6 million to the partnership and Allegheny
contributed a 44 megawatt gas combustion electric generator. UGID hasthe right to purchase half the output of the partnership's generation at
cost.

-15-

peres e SO irsssn 2002, EDGAR Online. I nc.




During fiscal year 2001, Electric Utility purchased approximately 30% of itsenergy requirements from UGID. Electric Utility hascontracts in
place or control over generation representing most of its expected on-peak energy requirementsfor fiscal year 2002. It plansto meet the balance
of its energy needs with short-term contracts and spot market purchases.

Electric Utility distributes both electricity that it purchasesfrom others (including UGID) and €electricity that customers purchase from other
suppliers. At September 30, 2001, alternate suppliers served customersrepresenting lessthan 2% of systemload. Electric Utility expects to
continue to provide energy to thegreat majority of itscustomers.

ENVIRONMENTAL FACTORS

The operation of Hunlock Station complieswith theair quality standards of the Pennsylvania Department of Environmental Resources ("DER")
with respect to stack emissions. Under the Federal Water Pollution Control Act, UGID has a permit from the DER to discharge water from
Hunlock Stationinto the North Branch of the Susquehanna River. The Federal Clean Air Act Amendments of 1990 (the "Clean Air Act

Amendments") impose emissionslimitations for certain compounds, including sulfur dioxide and nitrous oxides. Both the Conemaugh Station
and the Hunlock Station are in material compliance with these emission standards.

SEASONALITY
Sales and distribution of electricity for residential heating purposes accounted for approximately 21% of the total sales of Electric Utility during
fiscal year 2001. Electricity competes with natural gas, ail, propane and other heating fuelsin thisuse. Approximately 54% of volume occurred

during the six coldest monthsof fiscal year 2001 (November through April), demonstrating modest seasonality favoring winter due to the use of
electricity for residential heating purposes.

UTILITY REGULATION AND RATES

PENNSYLVANIA PUBLIC UTILITY COMMISSION JURISDICTION

Utilities gas and electric utility operations, which exclude electric generation, are subject to regulation by the PUC asto rates, termsand
conditions of service, accounting matters, issuance of securities, contracts and other arrangements with affiliated entities, and various other
matters. As noted earlier, effective October 1, 1999, Utilities contributed itselectric generation assetsto UGID. UGID has FERC authority to
sell power at market-based rates. Generally, UGID is not subject to regulation by the PUC.

FERC ORDERS 888 AND 889

In April 1996, FERC issued Orders No. 888 and 889, which established rules for the use of electric transmission facilitiesfor wholesale
transactions. FERC has also asserted jurisdiction over
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the transmission component of electricretail choice transactions. Incompliance withthese orders, the PIM Interconnection, LLC ("PIM"), of
which Utilities is a member, has filed an open access transmission tariff with the FERC establishing transmission rates and procedures for
transmission withinthe PIM control area. Under the PIM tariff and associated agreements, Electric Utility is entitled to receive certain revenues
when its transmission facilities are used by third parties.

GASUTILITY RATES

The Gas Restructuring Order included an increase in firm, core-market base rates, effective October 1, 2000. The increase, calculated in
accordance withthe Gas Competition Act, was designed to generate approximately $16.7 million in additional annual revenues. The Order also
provided that Gas Utility reduce its purchased gascost rates by an annualized amount of $16.7 million for the first 14 months followingthe
base rate increase.

Beginning December 1, 2001, Gas Utility must reduce its purchased gas cost rates by an amount equal to the margin it receives from customers
served under interruptible rates to the extent they use capacity contracted for by Gas Utility for core-market customers. Asaresult of these
changesin itsregulated rates, Gas Utility expectsthat therisk to operating results associated with year- to- year fluctuationsin interruptible
revenues will be mitigated and that operating resultswill be more sensitive to heating season weather and less sensitive to the market prices of
alternative fuel than in the past.

BASE RATES

Asstated above, Gas Utility's current base rates went into effect October 1, 2000 pursuant to The Gas Restructuring Order. See Note 2 to the
Company's Consolidated Financial Statements.

PURCHASED GAS COST RATES

Gas Utility's gas servicetariff contains Purchased Gas Cost ("PGC") rates which provide for annual increases or decreases in the rate per
thousand cubic feet ("mcf") which Gas Utility charges for natural gas sold by it, to reflect Utilities projected cost of purchased gas. PGC rates
may also be adjusted quarterly, or monthly, to reflect purchased gas costs. Each proposed annual PGC rateis required to be filed with the PUC
six months prior to its effective date. During this period the PUC holds hearings to determine whether the proposed rate reflects a least-cost fuel
procurement policy consistent with the obligation to provide safe, adequate and reliable service. After completion of these hearings, the PUC
issues an order permitting the collection of gascosts at levelswhich meet that standard. The PGC mechanism also provides for an annual
reconciliation. Utilities has two PGC rates. PGC (1) is applicable to small, firm, core market customers consisting of theresidential and small
commercia and industrial classes; PGC (2) is applicable to firm, contractual, high-load factor customers served on three separate rates. In
addition, residential customersmaintaining a high load factor may qualify for the PGC (2) rate. The Gas Restructuring Order provided for
initial adjustments to Gas Utility's PGC rates as described above, aswell as ongoing adjustments, commencing December 1, 2001, to reflect
margins, if any, from interruptible rate customers who do not obtain their own pipeline capacity.
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ELECTRICUTILITY RATES

Electric Utility'srates for electric generation are capped through approximately September 2002 for commercia and industrial customers and
approximately May 2003 for all other customers. See "Electricity Generation Customer Choice and Competition Act." The ECC Act obligates
Electric Utility to act as "provider of last resort” to customerswho do not choose alternate generation suppliers. Electric Utility isactively
participating in the regulatory processto ensurethat Electric Utility recovers all its costs of providing generation when therate cap period ends.

STATE TAX SURCHARGE CLAUSES

Utilities gas and electric servicetariffs contain state tax surcharge clauses. The surcharges arerecomputed whenever any of the tax rates
included in their calculation are changed. These clauses protect Utilitiesfrom the effect of increases in most of the Pennsylvaniataxes to which
it is subject, however, any increase in Electric Utility's state tax surcharge is generally subject to therate caps discussed above.

UTILITY FRANCHISES

Utilities holds certificates of public convenience issued by the PUC and certain "grandfather rights” predating the adoption of the Pennsylvania
Public Utility Code and its predecessor statutes whichit believes are adequate to authorizeit to carry on its businessin substantially all the
territory to which it now renders gas and electric service. Under applicable Pennsylvanialaw, Utilities also hascertain rights of eminent domain
as well as the right to maintain its facilities in streets and highwaysin its territories.

OTHER GOVERNMENT REGULATION

In addition to regulation by the PUC, the gas and el ectric utility operations of Utilities are subject to various federal, state and local laws
governing environmental matters, occupational health and safety, pipeline safety and other matters. Certain of Utilities' activitiesinvolving the
interstate movement of natural gas, the transmission of electricity, transactions with non-utility generators of electricity, like UGID, and other
matters, are also subject to thejurisdiction of FERC.

Utilities is subject to therequirements of the federal Resource Conservation and Recovery Act, CERCLA and comparable state statutes with
respect to the release of hazardous substances on property owned or operated by Utilities. See ITEM 3. "LEGAL PROCEEDINGS -
Environmental Matters-Manufactured Gas Plants." The electric generation activities of Utilitiesare aso subject to the Clean Air Act
Amendments, the Federal Water Pollution Control Act and comparable state statutes and regulations. See "UTILITY OPERATIONS - Electric
Utility - Environmental Factors.”
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EMPLOYEES
At September 30, 2001, Utilitiesand its subsidiaries had approximately 1,100 employees.
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UGI ENTERPRISES, INC.

UGI Enterprises, Inc. isawholly owned subsidiary of UGI that was formed in 1994. Through its subsidiaries, Enterprises develops
energy-related businessesfor us in the United States and abroad as described below.

DOMESTIC BUSINESSES
NATURAL GASAND ELECTRICITY MARKETING

UGI Energy Services, Inc. ("Energy Services"), conducts an energy marketing business under the trade names GASMARK(R) and
POWERMARK(R) ("GASMARK"). GASMARK(R) sdlls natural gas directly to approximately 4,000 commercial and industrial customersin
the Mid-Atlantic region through the transportation systemsof 15 utility systems. Energy Services also sells electricity to over 200 commercial
and industrial customers in Pennsylvania. During fiscal year 2001, GASMARK(R) significantly increased its size by acquiring the gas
marketing operations of PG Energy, a unit of Southern Union Corp., and Conectiv Energy. These acquisitions added approximately 900
customers to GASMARK(R) customer base andincreased its natural gassales volume over 50%.

HVAC SERVICE

UGI HVAC Enterprises, Inc. ("HVAC") was acquired by Enterprises in September 2000. HVAC conductsa heating, ventilationand
air-conditioning service business serving portions of Utilities gas service area and adjacent market areas, including portions of northern
Delaware. It serves more than 70,000 customersin residential, commercial and new construction markets. During fiscal year 2001, HVAC
generated over $38 million in revenues and employed over 300 people.

RETAIL HEARTH PRODUCTS

Enterprises opened its first Hearth USA(TM) retail store in September 1999. The store was the nation's first large-scale retailer of hearth, grill
and spa products together with installation services. In September 2001, after evaluating prospects for Hearth USA(TM) in light of theweak
retail environment and the amount of capital required to expand beyond the pilot phrase, we committed to close thetwo Hearth USA(TM)
stores and cease al operations by theend of October 2001. See Note 15 to the Company's Consolidated Financial Statements.

INTERNATIONAL BUSINESSES
FLAGA GMBH

In September 1999, subsidiaries of Enterprises acquired all of the stock of Flaga GmbH, a privately-held company founded in 1947. FLAGA
distributes propane, butane and
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propane/butane mix ("LPG") in Austria, the Czech Republic and Slovakiafor residential, commercia and autogas applications. During fiscal
year 2001, FLAGA distributed approximately 36.3 million gallons of LPG. FLAGA operatesfrom 6 distribution locations in Austria, 1in the
Czech Republic and 2in Slovakia. In addition, FLAGA has 7 sales offices in the Czech Republic. Asof September 30, 2001, FLAGA had a

total of 350 employees of which 166 werelocated in Austria, 161 in the Czech Republic and 23 in Slovakia.

FLAGA has the largest propane distribution market position in Austriawith an estimated 30% market share, serving residential and commercia
customers. Residential customers generally commit to prepaid tank rental agreements. Competition for new customer installationsis based on
the termsand conditions of tank leases aswell as on product prices. Much of FLAGA's Austrian cylinder businessis conducted through
approximately 600 neighborhood resellers with whom FLAGA has along business relationship.

The Czech market for LPG, which currently represents about 35% of FLAGA'stotal volume, is growing approximately 4 to 6% per year.
FLAGA entered the Czech market in 1994 when it purchased a portion of theformerly state-run LPG company fromthe Czech government as
part of its privatization plan. FLAGA's main facility in the Czech Republic isits cylinder filling and repair plant in Hustopece, located in the
southeast quadrant of the Czech Republic. FLAGA estimatesits market share in the Czech Republic at approximately 18%, ranking it thirdin
the country.

CHINAGAS PARTNERS

During 1998, Enterprises formed ChinaGas Partners, L.P. ("ChinaGas') with affiliates of Energy Transportation Group, Inc. to develop, build
and operate LPG projects in the People's Republic of China. On October 28, 1998, ChinaGas and its wholly owned subsidiary together acquired
50% of the shares of an existing Chinese company known as the Nantong Huayang LPG Port Co., Ltd. ("Port Company") which operates an
integrated LPG business, including an import terminal and distribution business, serving the provinces along the lower and middle reaches of
the Yangtze River. By acquiring local distributors and integrating them with existing operations we are adding retail salesto the Port
Company'soperations. The other shareholders in the Port Company are China National Chemical Supply & Sales Corporation and two of its
affiliates. Our effective ownership interest in the Port Company is 25%.

ANTARGAZ

In March 2001, UGI France, Inc., together with Paribas Affaires Industrielles ("PAI") and Medit MediterraneaGPL, Sr.l. ("Medit"), acquired
the stock of Elf Antargaz, S.A. ("Antargaz"), one of the largest distributors of LPG in France. We acquired an approximate 20% interest, PAI
an approximate 68% interest, Medit an approximate 10% interest and certain members of Antargaz management, theremaining interest. PAI is
aleading private equity fund manager in Europe with strong management and financial skillsand Medit isa supplier of logistics servicesto the
LPG industry in Europe, primarily Italy. Antargaz sells approximately 350 to 400 million gallons of LPG annually. Due, in part, to our
membership on the Board of Directors of Antargaz,
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we believe we have significant influence over the company's operating and financial policies.

Antargaz has an approximate 25% market sharein France. The French LPG market is characterized by modest growth, about 1% per year, and
stable marketing conditions. Antargaz serves nearly one million customers using alogistical systemthat includesten major import/storage
facilities, 30 bulk storage depots and 16 cylinder filling plants. Antargaz's customer base consists of residential, commercial, agricultural and
motor fuel accounts who use LPG for space heating, cooking, water heating, process heat and transportation.

BUSINESSSEGMENT INFORMATION
The table stating the amountsof revenues, operating income (loss) and identifiable assetsattributable to each of UGI's business segmentsfor
the 2001, 2000 and 1999 fiscal years appears in Note 19to the Consolidated Financial Statements contained in our 2001 Annual Report to
Shareholders andis incorporated in this Report by reference.

EMPLOYEES

At September 30, 2001, UGI and its subsidiaries had approximately 8,300 employees.
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ITEM 3. LEGAL PROCEEDINGS

With the exception of the mattersset forth below, no material legal proceedings are pending involving UGI, any of its subsidiaries, or any of
their properties, and no such proceedings areknownto be contemplated by governmental authorities.

ENVIRONMENTAL MATTERS - MANUFACTURED GASPLANTS

In thelate 1800s through the mid-1900s, UGI Utilitiesand its former subsidiaries owned and operated a number of manufactured gas plants
("MGPs") prior to thegeneral availability of natural gas. Some constituents of coal tars and other residues of the manufactured gas process are
today considered hazardous substances under the Superfund Law and may be present on the sites of former MGPs. Between 1882 and 1953,
UGI Utilities owned thestock of subsidiary gas companies in Pennsylvaniaand elsewhere and also operated the business of some gas
companies under agreement. Pursuant to the requirements of the Public Utility Holding Company Act of 1935, UGI Utilitiesdivested al of its
utility operations other than those which now constitute Gas Utility and Electric Utility.

UG Utilities does not expect its costs for investigation and remediation of hazardous substances at PennsylvaniaMGP sites to be materia to its

results of operations because UGI Utilitiesis currently permitted to include in rates, through future base rate proceedings, prudently incurred
remediation costs associated with such sites. UGI Utilities has been notified of several sites outside Pennsylvania on which (1) MGPs were

formerly operated by it or owned or operated by its former subsidiaries and (2) either environmental agenciesor private parties are investigating
the extent of environmental contamination or performing environmental remediation. UGI Utilities is currently litigating two claimsagainst it
relating to out-of-state sites.

Fishbein Family Partnership v. PPG Industries, Inc., et a. In July 1993, Public Service Electric and Gas Company ("PSE&G") joined Utilities
as athird-party defendant in acivil action inthe United States District Court for the District of New Jersey, seeking damages as a result of

contamination relating to the former manufactured gas plant operations at Halladay Streetin Jersey City, New Jersey. The case principally
involved claims by the Fishbein Family Partnership against PPG Industries, Inc. for damages associated with chemical contamination unrelated

to gas plant operations. In November 2001, the parties agreed voluntarily to dismissall claimsby and against PSE& G without prejudice. Thus,
all claims against Utilities will be dismissed, although they could be re-instituted in the future.

Consolidated Edison Company of New York v. UGI Utilities, Inc. On September 20, 2001, Consolidated Edison Company of New Y ork
("ConEd") filed suit against UGI Utilities, Inc. inthe United States District Court for the Southern District of New Y ork, seeking contribution
from Utilitiesfor an alocated share of response costs associated with investigating and assessing gas plant related contamination at former
manufactured gas plant sitesin eleven communitiesin Westchester County, New Y ork. The complaint alleges that Utilities"owned and
operated” the
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plants prior to 1904. The complaint also seeks a declaration that Utilitiesis responsible for an allocated percentage of future investigative and
remedial costs at the sites. ConEd has not stated the amount of the costsit has incurred to date and has provided no information onwhich
Utilities could make an estimate. Utilitiesis currently investigating its involvement at these sites.

EnergyNorth Natural Gas, Inc. v. UGI Utilities, Inc. By letter dated October 26, 2000, EnergyNorth Natural Gas, Inc. ("EnergyNorth") notified
Utilities that it has filed suit in the United States District Court for the District of New Hampshire, seeking contribution from Utilities for
response and remediation costs associated with contamination on the site of a former manufactured gas plant alegedly operated by former
subsidiaries of Utilities. EnergyNorth hasnot stated the amount of the costs and has provided no information on which Utilities could make an
estimate. Utilities is currently investigating its involvement with this site and is actively defending the suit.

Management believes that under applicable law UGI Utilities should not be liable in those instancesin which aformer subsidiary operated an
MGP. There could be, however, significant future costs of an uncertain amount associated with environmental damage caused by MGPs outside
Pennsylvaniathat UGI Utilitiesdirectly operated, or that were owned or operated by former subsidiaries of UGI Utilities, if a court wereto

conclude that the subsidiary's separate corporate form should be disregarded.
RELATED MATTER

UG Utilities, Inc. v. Insurance Co. of North America, et. al. On February 11, 1999, UGI Utilities, Inc. filed suitin the Court of Common Pleas
of Montgomery County, Pennsylvaniaagainst more than fifty insurance companies, including Insurance Services, Ltd. (AEGIS). The complaint
alleges that the defendants breached contracts of insurance by failing to indemnify Utilitiesfor certain environmental costs. To date, Utilities
has recovered a significant portion of its claimsthrough settlements with most of the defendants, including AEGIS. The court hasnot yet set a
date for trial of theclaims against the remaining defendants.
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ITEM 4. SUBMISSION OF MATTERS TO AVOTE OF SECURITY HOLDERS
No matter wassubmitted to a vote of security holders during thelast fiscal quarter of fiscal year 2001.
EXECUTIVE OFFICERS
Information regarding our executive officersisincluded in Part 111 of this Report and isincorporated in Part | by reference.

PART Il: SECURITIESAND FINANCIAL INFORMATION

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY
AND RELATED STOCKHOLDER MATTERS

MARKET INFORMATION

Our Common Stock istraded on the New Y ork and Philadelphia stock exchanges under the symbol "UGI." The following table setsforth the
high and low sales pricesfor the Common Stock on the New Y ork Stock Exchange Composite Transactions tape asreported in The Wall Street
Journal for each full quarterly period within the two most recent fiscal years:

2001 FI SCAL YEAR H GH Low
4th Quarter $29. 480 $25. 120
3rd Quarter 27.900 24. 200
2nd Quarter 25. 375 22.500
1st Quarter 26. 312 21. 375
2000 FI SCAL YEAR H GH Low
4th Quarter $24. 313 $20. 563
3rd Quarter 22.625 19. 750
2nd Quarter 22.313 18. 188
1st Quarter 24. 000 19. 125
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DIVIDENDS

Quarterly dividends on our Common Stock were paid in the 2001 and 2000 fiscal yearsas follows:

2001 FI SCAL YEAR
AMOUNT

4th Quarter
$0. 4000

3rd Quarter
0. 3875

2nd Quarter
0. 3875

1st Quarter
0. 3875

2000 FI SCAL YEAR
AMOUNT

4th Quarter
$0. 3875

3rd Quarter
0. 375

2nd Quarter
0. 375

1st Quarter
0. 375

HOLDERS
On November 30, 2001, UGI had 10,627 holders of record of Common Stock.
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ITEM 6. SELECTED FINANCIAL DATA

Year Ended
Sept enber 30,

(Mllions of dollars, except per share anounts)
FOR THE PERI OD:
| NCOVE STATEMENT DATA:

Revenues $ 2,468.1 $ 1,761.7 $ 1,383.6 $ 1,439.7 $ 1,642.0
I ncone before accounting changes $ 52.0 $ 44.7 $ 55.7 $ 40. 3 $ 52.1
Cumul ative effect of accounting changes (a) 4.5 -- -- -- --
Net incone (b) $ 56.5 $ 44,7 $ 55.7 $ 40. 3 $ 52.1

Ear ni ngs per common share - basic

I ncone before accounting changes $ 1.91 $ 1.64 $ 1.74 $ 1.22 $ 1.58
Cunul ative effect of accounting changes, net 0.17 -- -- -- --
Net inconme - basic $ 2.08 $ 1.64 $ 1.74 $ 1.22 $ 1.58

Ear ni ngs per common share - diluted

I ncone before accounting changes $ 1.90 $ 1.64 $ 1.74 $ 1.22 $ 1.57
Cunul ative effect of accounting changes, net 0.16 -- -- -- --
Net incone - diluted (b) $ 2.06 $ 1.64 $ 1.74 $ 1.22 $ 1.57
Cash dividends decl ared per common share $ 1.575 $ 1.525 $ 1.47 $ 1.45 $ 1.43

AT PERI OD END:
BALANCE SHEET DATA:
Total assets $ 2,550.2 $ 2,275.8 $ 2,140.5 $ 2,074.6 $ 2,151.7

Capi talization:

Debt :
Bank | oans - Aneri Gas Propane $ .- $ 30.0 $ 22.0 $ 10.0 $ 28.0
Bank loans - Ud UWilities 57.8 100. 4 87.4 68. 4 67.0
Bank | oans - other 10.0 4. 11.6 -- --
Long-term debt
(including current maturities):
Aneri Gas Propane 1,005.9 857.2 744.7 709.0 691.1
Uad Uilities 208.5 172.9 180.0 187.2 169.3
Q her 80.8 85.5 91.6 8.2 8.6
Total debt 1,363.0 1,250.3 1,137.3 982.8 964.0
Mnority interests in Areri Gas Partners 246.2 177.1 209.9 236.5 266.5
UG UWilities preferred stock subject
to mandatory redenption 20.0 20.0 20.0 20.0 35.2
Conmon st ockhol ders' equity 255.6 247.2 249.2 367.1 376.1
Total capitalization $ 1,884.8 $ 1,694.6 $ 1,616.4 $ 1,606.4 $ 1,641.8
RATI O OF CAPI TALI ZATI ON:
Total debt 72. 3% 73. 8% 70. 4% 61. 2% 58. 7%
Mnority interest 13. 1% 10. 5% 13. 0% 14. 7% 16. 3%
Ud Uilities preferred stock 1.1% 1.2% 1.2% 1.2% 2.1%
Conmon st ockhol ders' equity 13.5% 14.5% 15. 4% 22. 9% 22. 9%
100. 0% 100. 0% 100. 0% 100. 0% 100. 0%

(8 Includes cumulative effect of accounting changes associated with (1) the Partnership's changes in accounting for tank feerevenue and tank
installation costs and (2) the Company'sadoption of Statement of Financial Accounting StandardsNo. 133, "Accounting for Derivative
Instruments and Hedging Activities' (seeNotes 1 and 3to Consolidated Financia Statements).

(b) Pro formanet incomeand diluted earnings per share after applying retroactively the Partnership's changesin accounting for tank installation
costsand tank fee revenueare as follows: 2000 - $44.6 and $1.64; 1999 - $55.9 and $1.75; 1998 - $39.7 and $1.20; 1997 - $51.8 and $1.56,

respectively.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management's Discussion and Analysis of Financial Condition and Results of Operations, entitled "Financial Review" and contained on pages
13 through 23 of UGI's 2001 Annual Report to Shareholders, isincorporated in this report by reference.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

"Quantitative and Qualitative Disclosures About Market Risk" are contained in Management's Discussion and Analysis of Financial Condition
and Results of Operations under the caption "Market Risk Disclosures' on pages 21 and 22 of the UGI 2001 Annual Report to Shareholders
and are incorporated in this Report by reference.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The Financial Statementsand Financial Statement Schedules referred to in the Index contained on pages F-2 and F-3 of this Report are
incorporated in this Report by reference.

ITEM 9. CHANGES IN AND DISAGREEMENTSWITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
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PART I11: UGI MANAGEMENT AND SECURITY HOLDERS
ITEMS 10 THROUGH 13.

In accordance with General Instruction G(3), and except as set forth below, theinformation required by Items 10, 11, 12 and 13 isincorporated
inthis Report by reference to the following portions of UGI's Proxy Statement, whichwill be filed with the Securities and Exchange
Commission by January 28, 2001:

Captions of Proxy Statenent
I nfornation I ncorporated by Reference

Item 10. Directors and Executive El ection of Directors - Nonminees
Oficers of Registrant.

Item 11. Executive Conpensation. Conpensation of Executive Oficers
Conpensation of Directors

Item 12. Security Oanership of Securities Omership of Managenent
Certain Beneficial
Owners and Managenent .

Item 13. Certain Rel ationships Conpensation of Executive Oficers -

and Rel ated Transactions. St ock Ownership Policy and
| ndebt edness of Managenent

The information concerning the Company's executive officersrequired by Item 10 is set forth below.

EXECUTIVE OFFICERS

NAVE ACGE PCSI TI ON
Lon R Greenberg 51 Chai rman, Director, President
and Chief Executive Oficer
Eugene V. N. Bissell 48 President and Chief Executive
Oficer, AnmreriGas Propane, Inc.
Robert J. Chaney 59 Presi dent and Chi ef Executive
Oficer, Ud Uilities, Inc.
Brendan P. Bovaird 53 Vice President and General Counsel
-29-
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Bradley C. Hall 48 Vice President - New Business Devel opnent

Ant hony J. Mendi ci no 53 Vice President - Finance
and Chief Financial Oficer

All officers are elected for a one-year term at the organizational meetings of the respective Boards of Directors held each year.
There are no family relationships between any of the officers or between any of the officers and any of thedirectors.
Lon R. Greenberg

Mr. Greenberg was el ected Chairman of UGI effective August 1, 1996, having been elected Chief Executive Officer effective August 1, 1995.
He was elected Director and President of UGI and a Director of UGI Utilities in July 1994. He was elected aDirector of AmeriGas Propane,
Inc. in 1994 and has been Chairman since 1996. He also served as President and Chief Executive Officer of AmeriGas Propane (1996 to 2000).
Mr. Greenberg was Senior Vice President - Legal and Corporate Devel opment (1989 to 1994), and also served as Vice President - Legal and
Corporate Development (1987 to 1989). Previously, he was Vice President - Legal (1984 to 1987), General Counsel (1983 to 1994) and
Secretary (1982 to 1988). He joined the Company in 1980 as Corporate Development Counsel.

Eugene V.N. Bissdll

Mr. Bissell is President and Chief Executive Officer of AmeriGas Propane, Inc. (since July 2000), having served as Senior Vice President -
Sales and Marketing (1999 to 2000) and Vice President - Sales and Operations (1995 to 1999). Previoudly, he was Vice President - Distributors
and Fabrication, BOC Gases (1995), having been Vice President - National Sales (1993 to 1995) and Regional Vice President Southern Region
for Distributor and Cylinder Gases Division, BOC Gases (1989 to 1993). From 1981 to 1987, Mr. Bissell held various positions with the
Company and its subsidiaries, including Director, Corporate Development. Mr. Bissall is currently President-Elect and amember of the Board
of Directors of the National Propane Gas Association, the national trade association of the propane industry.

Robert J. Chaney

Mr. Chaney is President and Chief Executive Officer of UGI Utilities, Inc., (since March 1999). He previously served as Executive Vice
President (1998 to 1999), Vice President and General Manager - Gas Utility Division (1991 to 1998) and Vice President - Rates and Energy
Utilization - Gas Utility Division (1981 to 1991).
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Brendan P. Bovaird

Mr. Bovaird is Vice President and General Counsel of UGI (since April 1995). He isalso Vice President and General Counsel of UGI Utilities,
Inc., and AmeriGas Propane, Inc. (since April 1995). Mr. Bovaird previoudly served as Division Counsel and Member of the Executive and
Operations Committees of Wyeth-Ayerst International Inc. (1992 to 1995) and Senior Vice President, General Counsel and Secretary of Orion
Pictures Corporation (1990 to 1991).

Bradley C. Hall

Mr. Hall was elected Vice President - New Business Devel opment on October 25, 1994, having been Vice President - Marketing and Rates,
UG Utilities, Inc. Gas Division. He also serves as President of UGI Enterprises, Inc. (since 1994). He joined the Company in 1982 and held
various positionsin Gas Utility.

Anthony J. Mendicino

Mr. Mendicino was elected Vice President - Finance and Chief Financia Officer on September 8, 1998. He previously served as President and
Chief Operating Officer (July 1997 to June 1998) and as Senior Vice President (January 1997 to June 1997) of Eastwind Group, Inc., a holding
company formed to acquire and consolidate middle-market manufacturing businesses. Mr. Mendicino was Senior Vice President and Chief
Financial Officer and adirector (1987 to 1996) of UTI Energy Corp., adiversified oil field service company. From 1981 to 1987 Mr.
Mendicino held various positions withUGI, including Treasurer from 1984 to 1987.
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PART IV: ADDITIONAL EXHIBITS, SCHEDULESAND REPORTS
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTSON FORM 8-K
(8) DOCUMENTSFILED ASPART OF THIS REPORT:
(1), (2) Thefinancia statements and financial statement schedules incorporated by reference or included in this report are listed in the
accompanying Index to Financial Statements and Financia Statement Schedules set forthon pages F-2 through F-3 of this report, whichis

incorporated herein by reference.

(3) LIST OF EXHIBITS:

The exhibits filed as part of this report areas follows (exhibits incorporated by reference are set forth with the name of the registrant, the type
of report and registration number or last date of the period for whichit was filed, and the exhibit number in suchfiling):
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INCORPORATION BY REFERENCE

EXH BI T
NO. EXH BI T REG STRANT FI LI NG EXH BI T
3.1 (Second) Amended and Restated Articles of Incorporation of ud Anmendrment No. 1 on Form 8 3.(3)(a)
t he Conpany to Form 8-B (4/10/92)
3.2 Byl aws of Ud as in effect since Cctober 27, 1998 ud Form 10-K (9/30/98) 3.2
4 Instruments defining the rights of security hol ders,
including indentures. (The Conpany agrees to furnish to the
Conmi ssi on upon request a copy of any instrument defining the
rights of holders of |ong-termdebt not required to be filed
pursuant to Item 601(b)(4) of Regulation S-K)
4.1 Ri ghts Agreenent, as anended as of August 18, 2000, between ua Regi stration Statement No 4.3
the Conpany and Mellon Bank, N. A, successor to Mellon Bank 333- 49080
(East) N. A, as Rights Agent, and Assunption Agreenent dated
April 7, 1992
4.2 The description of the Conmpany's Common Stock contained in ua Form 8-B/ A (4/17/96) 3.(4)

the Conpany's registration statenment filed under the
Securities Exchange Act of 1934, as anended

4.3 UG 's (Second) Amended and Restated Articles of Incorporation
and Bylaws referred toin 3.1 and 3.2 above

4.4 Not e Agreenent dated as of April 12, 1995 anong The Areri Gas Form 10- Q (3/31/95) 10.8
Prudential |nsurance Conpany of America, Metropolitan Life Partners, L.P.

I nsurance Conpany, and certain other institutional investors
and Aneri Gas Propane, L.P., New Aneri Gas Propane, Inc. and
Pet rol ane | ncor por at ed

4.5 First Amendrment dated as of Septenber 12, 1997 to Note Aneri Gas Form 10- K (9/30/97) 4.5
Agreenent dated as of April 12, 1995 ("1995 Note Agreenent") Partners, L.P.

4.6 Second Amendnment dated as of Septenber 15, 1998 to 1995 Note Areri Gas Form 10-K (9/30/98) 4.6
Agr eenment Partners, L.P. Form 10- K (9/30/98) 4.6

4.7 Third Arendnent dated as of March 23, 1999 to 1995 Note Aneri Gas Form 10-Q (3/31/99) 10.2
Agr eement Partners, L.P.

4.8 Fourth Amendnent dated as of March 16, 2000 to 1995 Note Aneri Gas Form 10- Q (6/30/00) 10.2
Agr eenent Partners, L.P.

4.9 Fifth Arendrment dated as of August 1, 2001 to 1995 Note Areri Gas Form 10-K (9/30/01) 4.8
Agr eement Partners, L.P.
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EXH BI T
NO.

INCORPORATION BY REFERENCE

EXH BI T

REG STRANT

EXH BI T

10.2

10.5

Second Anended and Restated Agreenent of Linited Partnership
of AmeriGas Partners, L.P.

Amended and Restated Agreenent of Limted Partnership of
Armeri Gas Eagl e Propane, L.P. dated July 19, 1999

Service Agreenent (Rate FSS) dated as of Novenber 1, 1989
between Wilities and Col unbia, as nodified pursuant to the
orders of the Federal Energy Regul atory Conm ssion at Docket
No. RS92-5-000 reported at Col unbia Gas Transm ssion Corp.,
?4955!)?@. 61,060 (1993), order on rehearing, 64 FERCP. 61, 365
1

Service Agreenent (Rate FTS) dated June 1, 1987 between
Uilities and Colunbia, as nodified by Supplenent No. 1 dated
Cctober 1, 1988; Supplenment No. 2 dated Novenber 1, 1989;
Suppl enent No. 3 dated Novenber 1, 1990; Supplenent No. 4
dated Novenber 1, 1990; and Supplenent No. 5 dated January 1,
1991, as further nodified pursuant to the orders of the
Federal Energy Regul atory Commi ssion at Docket No. RS92-5-000
reported at Col unbia Gas Transmi ssion Corp., 64 FERCP. 61, 060
(1993), order on rehearing, 64 FERCP. 61,365 (1993)

Transportation Service Agreenent (Rate FTS-1) dated Novenber
1, 1989 between Utilities and Colunbia @Qulf Transm ssion
Conpany, as nodified pursuant to the orders of the Federal
Energy Regul atory Conmission in Docket No. RP93-6-000
reported at Colunbia @Qulf Transm ssion Co., 64 FERCP. 61, 060
(1993), order on rehearing, 64 FERCP. 61,365 (1993)

Amended and Restated Subl ease Agreenent dated April 1, 1988
bet ween Sout hwest Salt Co. and AP Propane, Inc. (the
"Sout hwest Salt Co. Agreenent")

Letter dated July 8, 1998 pursuant to Article 1, Section 1.2
of the Southwest Salt Co. Agreenment re: option to renew for
period of June 1, 2000 to May 31, 2005 and rel ated extension
notice

Dvwared oo B reins 2000,

Aneri Gas

Partners, L.P.

Aneri Gas

Partners, L.P.

ua

Uilities

Uilities

EDGAR Onl i ne,

I nc.

Form 8- K (9/ 30/ 00)

For m 10-K (9/ 30/ 01)

For m 10-K (9/ 30/ 95)

Form 10-K (12/31/90)

Form 10-K (12/31/90)

Form 10-K (9/30/94)

Form 10- K (9/30/99)

(10)o.

(10) p.

10. 35

10.5



EXH BI T
NO.

10. 7**

10. 8**

10. 9**

10

10.

10.

10.
10.
10.

10.

10.

. 10*%*
11**

12%*

13* *
14%*
15**

16**

17%*

10. 18

10. 19

10. 20

INCORPORATION BY REFERENCE

EXH BI T

U3 Corporation Directors Deferred Conpensation Plan Anended
and Restated as of January 1, 2000

U3 Corporation 1992 Stock Option and Dividend Equival ent

Pl an, as anended May 19, 1992
UG Corporation Annual Bonus Plan dated March 8, 1996
U3 Corporation Directors' Equity Conpensation Plan Amended

and Restated as of January 1, 2000

UG Corporation 1997 Stock Option and Dividend Equival ent Plan

UG Corporation 1992 Directors' Stock Plan

UG Cor poration
effective January 1,

Seni or Executive Enployee Severance Pay Plan
1997

UG Corporation 2000 Directors' Stock Option Plan
U3 Corporation 2000 Stock Incentive Plan
1997 Stock Purchase Loan Pl an

Executive Retirenent Plan

1996

Ud Corporation Suppl erment al
Anended and Restated effective Cctober 1,

Summary of Terms of UG Corporation 1999 Restricted Stock
Awar ds

Amended and Restated Credit Agreenent dated as of Septenber

15, 1997 anpng Aneri Gas Propane, L.P., AneriGas Propane,
Inc., Petrolane Incorporated, Bank of America National Trust
and Savings Association, as Agent, First Union National Bank,

as Syndi cation Agent and certain banks

Fi rst Amendnent
Restated Credit

dated as of Septenber 15,
Agr eenent

1998 to Anended and

Second Amendnment dated as of March 25, 1999 to Amended and
Restated Credit Agreenent
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2002.

REG STRANT

& &

6 & 6

6§ & 66

&

Aneri Gas
Partners, L.

Aneri Gas
Partners, L.

Areri Gas
Partners, L.

EDGAR Onl i ne,

P.

P.

P.

I nc.

Form

Form

Form

Form
Form

Form

Form
Form
Form

Form

Form

Form

Form

Form

10- K (9/ 30/ 00)

10- Q (6/30/ 92)

10- Q (6/ 30/ 96)
10-K (9/ 30/ 00)

10- Q (3/31/97)
10- Q (6/30/ 92)

10- K (9/ 30/ 97)

10- K (9/ 30/ 99)
10- Q ( 6/ 30/ 00)
10- K (9/30/ 97)

10- Q (6/ 30/ 98)

10- Q ( 6/ 30/ 99)

10-K (9/ 30/ 97)

10- K (9/ 30/ 98)

10- Q (3/31/99)

EXH BI T

(10) ee

10.
10.

10.

4
9

2

(10)ff

10.

10.
10.

10.

10

10

10.

10.

10.

12

13
1

16



EXH BI T
NO.

10. 22
10. 22( a)

10. 23

10. 23(a)

10. 24
10. 24( a)

10. 25

10. 25(a)

10. 26

10. 27

INCORPORATION BY REFERENCE

EXH BI T

Third Amendnent
Restated Credit

dated as of March 22, 2000 to Anended and
Agr eenrent

Fourth Amendnent dated as of June 6, 2000 to Anended and
Restated Credit Agreenent

Fi fth Arendment
Restated Credit

dated as of July 31, 2001 to Amrended and
Agr eenment

Intercreditor and Agency Agreenent dated as of April
anong Aneri Gas Propane, Inc., Petrolane Incorporated,
Anmeri Gas Propane, L.P., Bank of America National Trust and
Savi ngs Association ("Bank of Anmerica") as Agent, Mellon
Bank, N. A. as Cash Collateral Sub-Agent, Bank of Anerica as
Col | ateral Agent and certain creditors of AmeriGas Propane,
L. P.

19, 1995

First Amendment
and Agency Agreenent dated as of April 19,

dated as of July 31, 2001 to Intercreditor
1995

General Security Agreenment dated as of April 19, 1995 anobng
Ameri Gas Propane, L.P., Bank of Anerica National Trust and
Savi ngs Associ ation and Mellon Bank, N A

First Amendnment dated as of July 31, 2001 to General Security
Agreenment dated as of April 19, 1995

Subsidiary Security Agreenent dated as of April 19, 1995
anong Aneri Gas Propane, L.P., Bank of America National Trust

and Savi ngs Association as Coll ateral
N. A. as Cash Col | ateral Agent

First Amendrment dated as of July 31, 2001 to Subsidiary
Security Agreenent dated as of April 19, 1995

Agent and Mel |l on Bank,

Restricted Subsidiary GQuarantee dated as of April 19, 1995 by

Armeri Gas Propane, L.P. for the benefit of Bank of Anerica
Nat i onal Trust and Savings Association, as Collateral Agent
Trademark License Agreenment dated April 19, 1995 anpng UQ
Cor poration, AneriGas, Inc., AneriGas Propane, Inc., AnmeriGas
Partners, L.P. and Aneri Gas Propane, L.P.
-36-
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REG STRANT

Aneri Gas
Partners, L.

Aneri Gas
Partners, L.

Areri Gas
Partners, L.

Aneri Gas
Partners, L.

Aneri Gas
Partners, L.

Aneri Gas
Partners, L.
Aneri Gas

Partners, L.

Areri Gas .
Partners, L.

Aneri Gas
Partners, L.

Areri Gas
Partners, L.

Areri Gas
Partners, L.

EDGAR Onl i ne,

P.

I nc.

Form

Form

Form

Form

Form

Form

Form

Form

Form

10- Q ( 6/ 30/ 00)

10- Q ( 6/ 30/ 00)

10- K (9/30/ 01)

10- Q (3/ 31/ 95)

10- K (9/30/01)

10-Q (3/31/95)

10- K (9/30/01)

10- Q (3/31/95)

10- K (9/30/01)

10- Q (3/31/95)

10- Q (3/31/95)

EXH BI T

10.

10.

10.

10.

10.

10.

10.

10.

10.

10

12



EXH BI T
NO.

10.

10.

10.

10.

10.

10.

10.

10.

10.
10.
10.

10.

29

30

31

32

33

34

34(a)

35%*

36* *
37%*

38**

309% *

INCORPORATION BY REFERENCE

EXH BI T

Trademar k License Agreenent, dated April 19,
Anreri Gas Propane, Inc., AnmeriGas Partners,
Propane, L.P.

1995 anong
L.P. and Ameri Gas

Stock Purchase Agreenent dated May 27, 1989, as anmended and

restated July 31, 1989, between Texas Eastern Corporation and
QFB Partners

Pl edge Agreenent dated Septenber 1999 between Eastfield
International Holdings, Inc. and Reiffeisen Zentral bank
Csterreich Aktiengesellschaft ("RzB")

Pl edge Agreenent dated Septenber
Hol di ngs, Inc. and RZB

1999 bet ween EuroGas

1999 between UG
of EURO 74 nillion

Form of Quarantee Agreenent dated Septenber
Corporation and RZB relating to | oan anmount

2000 between UG
of EURO 14.9

Form of Cuarantee Agreenent dated Septenber
Corporation and RZB relating to | oan anmpunt
mllion

2000 between UG
of EURO 9 million

Form of Guarantee Agreenent dated Septenber
Corporation and RZB relating to | oan anmpunt

Amendnent s dated COctober 11, 2001 to Septenber
Agreenents between UG Corporation and RZB

1999 Cuarantee

Description of Change of Control Messrs.

G eenberg, Bovaird and Mendici no

arrangenents for

Description of Change of Control arrangenent for M. Chaney

Description of Change of Control arrangenent for M. Bissell
Consul ting Services Agreenent dated as of August 1, 2000
bet ween Stephen D. Ban and Ud Corporation
1992 Non-Qual ified Stock Option Plan, as amended
-37
ovenrest oo B msan 2002,

REG STRANT

Aneri Gas

Partners, L.P.

Pet r ol ane

I ncor por at ed/ .

Areri Gas,
ud

Vel

ua

Aneri Gas

Partners, L.P.
Ve]

EDGAR Onl i ne,

I nc

I nc.

Form

10- Q (3/ 31/ 95)

Regi stration
St at enent  No.
33- 69450

Form

Form

Form

Form

Form

Form

Form
Form

Form

Form

10- K (9/ 30/ 99)

10- K (9/ 30/ 99)

10- K (9/ 30/ 99)

10- K (9/ 30/ 00)

10-K (9/ 30/ 00)

10- K (9/ 30/ 99)

10-K (9/ 30/ 99)
10-K (9/ 30/ 99)
10-K (9/ 30/ 00)

10-K (9/ 30/ 00)

EXH BI T

10. 16( a)

10.

10.

10.

10.

10.

10.

10.
10.
10.

10.

28

29

30

33

34

33

34
31
38

39



INCORPORATION BY REFERENCE

EXH BI T
NO EXH BI T REG STRANT FI LI NG EXH BI T

10. 40 Servi ce Agreenent for conprehensive delivery service (Rate ud Form 10- K (9/ 30/ 00) 10. 40
CDS) dated February 23, 1998 between U3 Utilities, Inc. and
Texas Eastern Transmi ssion Corporation

10.41 Servi ce Agreenent for conprehensive delivery service (Rate ud Form 10- K (9/ 30/ 00) 10.41
CDS) dated February 23, 1999 between U3 Utilities, Inc. and
Texas Eastern Transmi ssion Corporation

10. 42 Purchase Agreenent dated January 30, 2001 and Amended and Aneri Gas Form 8-K 10.1
Restated on August 7, 2001 by and anong Col unbi a Energy Partners, L.P. (8/8/01)
Group, Col unbi a Propane Corporation, Colunbia Propane, L.P.,
CP Hol di ngs, Inc., AnmeriGas Propane, L.P., AneriGas Partners,
L.P., and Aneri Gas Propane, Inc.

10. 43 Part nershi p Agreenment of Hunl ock Creek Energy Ventures dated Uilities Form 10-K (9/30/01) 10. 24
Decenber 8, 2001 by and between UG Hunl ock Devel opnent
Conpany and Al | egheny Energy Supply Hunl ock Creek LLC

10. 44 Agreenment by Petrol ane Incorporated and certain of its Pet rol ane Form 10-K (9/23/94) 10. 13
subsidiaries party thereto ("Subsidiaries") for the Sale of I ncor por at ed
the Subsidiaries' Inventory and Assets to the Coodyear Tire &
Rubber Conmpany and D.C.H., Inc., as Purchaser, dated as of
Decenber 18. 1985

10. 45 Pur chase Agreement by and anong Col unbia Propane, L.P., CP Nat i onal Form 8- K (4/19/99) 10.5
Hol di ngs, Inc., Colunbia Propane Corporation, National Pr opane
Propane Partners, L.P., National Propane Corporation, Partners, L.P.
National Propane SPG Inc., and Triarc Conpanies, Inc. dated
as of April 5, 1999

10. 46 Capi tal Contribution Agreement dated as of August 21, 2001 by Areri Gas Form 8-K (8/21/01) 10. 2
and between Col unbia Propane, L.P. and Areri Gas Propane, L.P. Partners, L.P.
acknow edged and agreed to by CP Hol dings, Inc.

10. 47 Prom ssory Note by National Propane L.P., a Delaware |inited Areri Gas Form 10-K (9/30/01) 10. 39
partnership in favor of Col unbia Propane Corporation dated Partners, L.P.
July 19, 1999

10. 48 Loan Agreenent dated July 19, 1999, between National Propane, Areri Gas Form 10-K (9/30/01) 10. 40
L. P. and Col unbi a Propane Corporation Partners, L.P.
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INCORPORATION BY REFERENCE

EXH BI T
NO. EXH BI T
10. 49 First Amendment dated August 21, 2001 to Loan Agreenent dated
July 19, 1999 between National Propane, L.P. and Col unbia
Pr opane Cor poration
10. 50 Col unbi a Energy G oup Payment Guaranty dated April 5, 1999
10. 51 Keep Wl | Agreenent by and between Aneri Gas Propane, L.P. and
Col unbi a Propane Corporation dated August 21, 2001
10. 52 Managenent Services Agreement effective as of August 21, 2001
bet ween Aneri Gas Propane, Inc. and Aneri Gas Eagl e Hol di ngs,
Inc., the general partner of Aneri Gas Eagle Propane, L.P.
*13 Pages 13 through 47 of the 2001 Annual Report to Sharehol ders
*21 Subsi di aries of the Registrant
*23 Consent of Arthur Andersen LLP
* Filed herewith.

** Asrequired by Item 14(8)(3), this exhibit isidentified as a compensatory plan or arrangement.

(b) REPORTS ON FORM 8-K:

The Company filed thefollowing Current Reports on Form 8-K during the fourth quarter of fiscal year 2001:

Dat e

7123/ 01

8/21/01

I t em Nunber (s)

5
2,7
kY 2 - f—— 2002.

REG STRANT FI LI NG EXH BI T

Aneri Gas Form 10-K (9/30/01) 10.41
Partners, L.P.

Aneri Gas Form 10-K (9/30/01) 10. 42
Partners, L.P.

Areri Gas Form 10-K (9/30/01) 10. 46
Partners, L.P.

Areri Gas Form 10-K (9/30/01) 10. 47
Partners, L.P.

Cont ent
Advance notice of Wbcast of regul ar earnings

conference call

Acqui sition of the propane distribution
busi nesses of Col unbi a Propane Corporation

EDGAR Online, Inc.




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant hasduly caused this Report to be
signed on its behalf by the undersigned, thereunto duly authorized.

UGI CORPORATION

Date: Decenber 11, 2001 By: Ant hony J. Mendi ci no

Ant hony J. Mendi ci no
Vice President - Finance

and Chi ef Financi al
O ficer

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below on December 11, 2001, by the
following persons on behalf of the Registrant in the capacities indicated.

S| GNATURE TITLE

Lon R G eenberg Chai rman, President
---------------------- and Chief Executive Oficer
Lon R G eenberg (Principal Executive Oficer)

and Director

Ant hony J. Mendi ci no Vi ce President - Finance

---------------------- and Chief Financial Oficer

Ant hony J. Mendi ci no (Principal Financial Oficer
and Principal Accounting

Oficer)

St ephen D. Ban Director

St ephen D. Ban

Thomas F. Donovan Di rector
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Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been signed below on December 11, 2001, by the
following persons on behalf of the Registrant in the capacities indicated.

S| GNATURE TI TLE

Ri chard C. Gozon
Di rector

Ri chard C. Gozon

Anne Pol
D rector

Marvin O Schl anger
Director

Marvin O Schl anger

James W Stratton
D rector

James W Stratton
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UGI CORPORATION AND SUBSIDIARIES
FINANCIAL INFORMATION
FOR INCLUSION IN ANNUAL REPORT ON FORM 10-K
YEAR ENDED SEPTEMBER 30, 2001

F-1

peres e SO irsssn 2002, EDGAR Online. I nc.




UGI CORPORATION AND SUBSIDIARIES
INDEX TO FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SCHEDULES

The consolidated financial statements and supplementary data of UGI Corporation and subsidiaries, together with the report thereon of Arthur
Andersen LLP dated November 16, 2001, listed in the followingindex, areincluded in UGI's 2001 Annua Report to Shareholders and are
incorporated in this Form 10-K Annual Report by reference. With the exception of the pages listed in this index and information incorporated in
Items1, 2, 5, 7and 8, the 2001 Annua Report to Shareholders is not to be deemed filed as part of this Report.

Ref er ence
Annual
Report to
Form 10-K Shar ehol der s
(page) (page)
Reports of |ndependent Public Accountants:
On Consolidated Financial Statenents 24
On Financial Statenent Schedul es F-4
Fi nanci al Statenents:
Consol i dat ed Bal ance Sheets, Septenber 30,
2001 and 2000 26 to 27
For the years ended Septenber 30, 2001, 2000 and 1999:
Consol i dated Statenents of |ncone 25
Consol i dated Statenents of Cash Flows 28
Consol i dated Statenents of Stockhol ders’
Equity 29

F-2
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UGI CORPORATION AND SUBSIDIARIES

INDEX TO FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SCHEDULES(CONTINUED)

Ref er ence
Annual
Report to
Form 10- K Shar ehol der s
(page) (page)
Notes to Consolidated Financial
St at ement s 30 to 47
Suppl enentary Data (unaudited):
Quarterly Data for the years ended
Sept enber 30, 2001 and 2000 46

Fi nanci al Statenment Schedul es:
For the years ended Septenber 30, 2001, 2000 and 1999:
| - Condensed Financi al
Information of Registrant
(Parent Conpany) S1toS-3

11 - Valuation and Qualifying
Account s S-4 to S-5

Annual Reportson Form 10-K/A

Annual Reportson Form 10-K/A for the UGI Utilities, Inc. and AmeriGas Propane, Inc. savings planswill be filed by amendment withinthe
time period specified by Rule 15d-21(b).

We have omitted all other financial statement schedules because therequired information is either (1) not present; (2) not present in amounts
sufficient to require submission of the schedule; or (3) theinformation required isincluded elsewherein the financial statementsor related
notes.

F-3
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To theBoard of Directors and Stockholders of UGI Corporation:

We have audited, in accordance with auditing standards generally accepted in the United States, the consolidated financia statementsincluded
in UGI Corporation's annual report to shareholders for theyear ended September 30, 2001, incorporated by reference in thisForm 10-K, and
have issued our report thereon dated November 16, 2001. Our report on the financial statementsincludes an explanatory paragraph with respect
to the changesin the method of accounting for tank installation costs and nonrefundabl e tank fees and the adoption of the provisions of SFAS
No. 133 as discussed in Notes1 and 3 to thefinancial statements. Our audits were made for the purpose of forming an opinion on those
consolidated financial statements taken as awhole. The schedules listed in thelndex on pages F-2 and F-3 arethe responsibility of UGI
Corporation's management and are presented for purposes of complyingwith the Securities and Exchange Commission's rules and arenot part
of thebasic financia statements. These schedules have been subjected to the auditing procedures applied in the audits of the basic financial
statements and, in our opinion, fairly state in all material respects the financial datarequired to be set forththerein in relation to thebasic
financial statementstaken as awhole.

ARTHUR ANDERSEN LLP

Philadel phia, Pennsylvania
November 16, 2001

F-4

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Current assets:
Cash and cash equival ents

UGI CORPORATION AND SUBSIDIARIES
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGISTRANT (PARENT COMPANY)

BALANCE SHEETS
(Millions of dollars)

Accounts and notes receivabl e

Deferred i ncone taxes

Prepai d expenses and other current assets

Total current assets
| nvestnents in subsidiaries

O her assets

Total assets

LI ABI LI TTES AND COMWON STOCKHOLDERS EQUI TY

Current liabilities:
Accounts and notes payabl e
Accrued liabilities
Total current liabilities
Noncurrent liabilities
Conmi tments and conti ngenci es

Common st ockhol ders' equity:
Common St ock, wi thout

par val ue (authorized -

i ssued - 33,198, 731 shares)
Accumul at ed ot her conprehensi ve incone
Ret ai ned earnings (accunul ated deficit)
Unear ned conpensation - restricted stock

Less treasury stock, at cost

Total common st ockhol ders'

Tot al

Commitmentsand Contingencies:

equity

liabilities and commobn st ockhol ders'

100, 000, 000 shares;

equity

Sept enber

2001

30,

In addition to the guarantees of FLAGA debt described in Note 5to Consolidated Financial Statements, UGI Corporation is authorized to
guarantee up to $100 million of supplier obligations of itswholly owned second-tier subsidiary UGI Energy Services, Inc., and $4.4 million of
lease obligations of its wholly owned second-tier subsidiary Hearth USA, Inc.

EGAF

— Faalfdalia

S1

2002.

EDGAR Onl i ne,

I nc.




UGI CORPORATION AND SUBSIDIARIES
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGISTRANT (PARENT COMPANY)

STATEMENTSOF INCOME
(Millions of dollars, except per share amounts)

Revenues

Costs and expenses:
Operating and administrative expenses
Q her inconme, net

Qperating incone (lo0ss)
I nt erest expense on interconpany debt

I ncone (1 oss) before inconme taxes
I ncone tax expense (benefit)

Loss before equity in income
of unconsol i dated subsidiaries

Equity in income before accounting changes
of unconsol i dated subsidiaries

I ncone before equity in accounting changes
of unconsolidated subsidiaries
Equity in accounting changes

of unconsol i dated subsidiaries

Net incone

Ear ni ngs per common share

Basi c:
I ncone before accounting changes
Cunul ative effect of accounting changes, net
Net income

Di | ut ed:
I ncone before accounting changes
Cunul ative effect of accounting changes, net

Net incone
Average comon shares outstanding (mllions):
Basi ¢

Di | uted

EGAF

s 2002

Year Ended
Sept enber 30,
2001 2000 1999

$ -- $ -- $ --
10.8 8.1 10.4
(9.7) (8. 4) (10.5)
1.1 (0.3) (0.1)

(1.1) 0.3 0.1
(2.4) (2.0) --
(3.5) (1.7) 0.1
(0.7) (1.1) 0.3
(2.8) (0.6) (0.2)

54.8 45. 3 55.9

52.0 44.7 55.7

4.5 -- --

$ 56.5 $ 44. 7 $ 55.7
$ 1.91 $ 1.64 $ 1.74
0.17 -- --

$ 2.08 $ 1.64 $ 1.74
$ 1.90 $ 1.64 $ 1.74
0.16 -- --

$ 2.06 $ 1.64 $ 1.74
27.163 27.219 31. 954
27. 373 27. 255 32.016

EDGAR Onl i ne



UGI CORPORATION AND SUBSIDIARIES
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REGISTRANT (PARENT COMPANY)

STATEMENTSOF CASH FLOWS
(Millions of dollars)

Year Ended
Sept enber 30,
2001 2000 1999
NET CASH PROVI DED BY OPERATI NG
ACTIVITIES (a) $ 108.3 $ 95.5 $ 178.0
CASH FLOAS FROM | NVESTING ACTIVITIES
I nvestnents in unconsolidated subsidiaries (49.2) (95.8) (16.5)
Net advances to unconsolidated subsidiary (13.0) -- --
Net cash used by investing activities (62.2) (95.8) (16.5)
CASH FLOAS FROM FINANCING ACTIVITIES
Payment of dividends on Common Stock (53.2) (41.2) (47.9)
I ssuance of interconpany |ong-term debt -- 47.5 --
| ssuance of Common St ock 7.6 3.8 4.7
Repur chases of Common St ock (1.0) (9.1) (133.1)
Net cash used by financing activities (46. 6) 1.0 (176.3)
Cash and cash equival ents increase (decrease) $ (0.5 $ 0.7 $ (14.8)

Cash and cash equival ents:
End of period $ 0.6 $ 1.1 $ 0.4
Begi nni ng of period 1.1

I ncrease (decrease) $ (0.5 $ 0.7 $ (14.8)

(@ Includes dividends received from unconsolidated subsidiaries of $110.4, $96.2 and $176.7 for theyears ended September 30, 2001, 2000
and 1999, respectively.

S3
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UGl CORPORATION AND SUBSIDIARIES
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
(Millions of dollars)

Char ged
Bal ance at (credited) Bal ance at
begi nni ng to costs and end of
of year expenses Q her year
YEAR ENDED SEPTEMBER 30, 2001
Reserves deducted from assets in
the consolidated bal ance sheet:
Al l owance for doubtful accounts $ 9.3 $ 18.3 $ (11.7)(2) $ 15. 6
(0.3)(2)
Al'l owance for anortization of deferred
financing costs - Aneri Gas Propane $ 8.8 $ 2.1 $ -- $ 10.9
Al omance for anortization of
other deferred costs - Aneri Gas Propane $ 1.0 $ 0.1 $ -- $ 1.1
Q her reserves:
Sel f-insured property and casualty liability $ 37.1 $ 17.2 $ (16.0)(3) $ 38.8
__________ 0.5 (2)
Insured property and casualty liability $ 2.1 $ (0.6) $ 1.5
Environmental, litigation and other $ 11.2 $ 0.5 $ (1.8)(3) $ 10. 3
__________ 0.4 (2)
YEAR ENDED SEPTEMBER 30, 2000
Reserves deducted from assets in
the consolidated bal ance sheet:
Al | owance for doubtful accounts $ 8.0 $ 10.0 $ (8.9)(1) $ 9.3
0.2 (2)
Al l owance for anortization of deferred
financing costs - Ameri Gas Propane $ 7.1 $ 1.7 $ -- $ 8.8
Al l owance for anortization of
other deferred costs - AnmeriGas Propane $ 2.1 $ 0.4 $ (1.5)(2) $ 1.0
Q her reserves:
Sel f-insured property and casualty liability $ 38.7 $14.1 $ (15.8)(3) $ 37.1
0.1 (2)
Insured property and casualty liability $ 5.1 $ (3.0) $ 2.1
Environmental, litigation and other $ 12.5 $ (1.3)(3) $ 11.2

S4
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UGl CORPORATION AND SUBSIDIARIES
SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS (CONTINUED)
(Millions of dollars)

YEAR ENDED SEPTEMBER 30, 1999

Reserves deducted from assets in
the consolidated bal ance sheet:

O her

Al l omance for doubtful accounts

Al omance for anortization of deferred
financing costs - Amreri Gas Propane

Al omance for anortization of
other deferred costs - Aneri Gas Propane

reserves:

Sel f-insured property and casualty liability

Insured property and casualty liability

Environmental, litigation and other

(1) Uncollectible accounts written off, net of recoveries.

(2) Other adjustments.

(3) Payments, net.

$ 7.9

$ 5.4

$ 4.6

$ 48.5

$ 4.3

$ 13.9
S5

Dvwared oo B reins 2000,

$7.8

$12.9

$ 0.8

EDGAR Onl i ne,

$ (7.9)(1)
0.2 (2)
$ -

$ (3.5)(2)

$(22.9)(3)
0.2 (2)

$ (1.5)(3)
0.1 (2)

I nc.

S
S
S
S
S0t
$ 12.5



EXHI BI T | NDEX

EXH BI T NO. DESCRI PTI ON
10. 34(a) Amendnent s dated Cctober 11, 2001 to Septenber 1999
Quar ant ee

Agreenents between U3 Corporation and RZB

13 Pages 13 to 47 of the 2001 Annual Report to Sharehol ders
21 Subsi di ari es of the Registrant
23 Consent of Arthur Andersen LLP
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UGI Corporation 460 North Gulph Road King of Prussia Pennsylvania 19406
USA

Raiffeisen Zentralbank Osterreich
Aktiengesel Ischaft

Am Stadtpark 9

1030 Wien

Austria

Statement regarding Guarantee Agreement (A) dated 21 September 1999

Ladies and Gentlemen,

We have taken note of the attached amendment offer of FlagaGmbH (the "Offer").

We hereby irrevocably and unconditionally agree that the Offer be accepted by your bank.

Moreover, wehereby irrevocably and unconditionally agree and confirm that the Guarantee Agreement (A) as executed and concluded in
Bratisava on 21 September 1999 by and between your bank as beneficiary and our company as guarantor shall remain in full force and effect
and fully applicable in accordance with its termsin the event that you accept the Offer (such Guarantee Agreement (A) shall of course also
remain in full force and effect and fully applicable in accordance withits terms in the event that you do not accept the Offer), subject to the
following:

Clause 4.(1) of the Guarantee Agreement (A) shall be replaced by thefollowing provision:

"(I) in the event that both Standard & Poor's and Moody's (or, if Standard & Poor's and/or Moody's no longer exist, other rating agency or rating
agencies according to clause 4.(k)) decrease the rating of Utilities below A- (A minus), UGI shall grant RZB an additional security for the
Secured Obligations either in form of a pledge over a cash deposit held with RZB in theamount of USD 10 million (United States Dollar ten
million) or in form of aletter of credit (abstract bank guarantee under Austrian law) in theamount of USD 10 million (United States Dollar ten
million) issued by abank with arating of at least A- (A minus); such pledge over a cash deposit shall be establishedin alegal, valid and binding
manner within one month, and such letter of credit shall beissued inalegal, valid and binding

page 1
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manner within 45 calender days, fromthe day onwhich UGI isinformed about such decrease of rating. In theevent additional security is
granted as set forth in thisclause 4.(1), UGI is deemed to be in compliance with this clause 4.(1). In addition, if any of the aforementioned
agencies thereafter increases the rating of Utilities to at least A- (A minus), RZB shall be obligated to release the additional security as obtained
under clause 4.(1), and UGI shall be deemed to be in compliance with this clause
4.(1); this clause 4.(I) cannot resultin RZB receiving an additional security in excessof USD 10 million under Guarantee Agreements (A), (B)
and (C) collectively; and".

dated 11. October 2001 UGI Cor poration
1 Attachment: Offer of FlagaGmbH dated 11. October 2001
We hereby accept the above statement of UGI Corporation:

Bratisava, dated 11. October 2001 Raiffeisen Zentralbank Osterreich Aktiengesellschaft

page 2
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FLAGA GmbH
An der Bundesstrasse 6

2100 L eobendorf
Austria
Raiffeisen Zentralbank
Osterreich Aktiengesellschaft
Am Stadtpark 9
1030 Vienna

Austria Bratislava, 11. October 2001
RE.: OFFER (A)
Dear Sirs,

we, FLAGA GmbH, Ander Bundesstrasse 6, 2100 Leobendorf, Austria, herewith refer to our previous Offer (A) (hereinafter the"Offer (A)")
and propose to amendthe terms of Offer (A) asfollows (Clausesreferred to herein are Clauses of Offer (A)):

Clause 2.2. shall be replaced by the following:

"2.2. The Borrower shall draw the Loan either in EURO or in Austrian Schilling ("ATS") by giving the Bank notice in theform of Annex |
hereto not later than 11:00 am. central European time ("CET") on the Business Day on which the Loanamount isrequired to be disbursed. As
at theend of each interest period and before 31. December 2001, the Borrower shall have the right to convert a part of the Loan amount drawn
hereunder equivalent to EUR 18.500.000 into USD. Thisright, however, can only be exercised once."

In Clause4.2. thefollowing provision shall be added:

"In the event that the Borrower exercises its conversion right stipulated in Clause 2.2., the following shall apply to the respective USD amount:

Therate of interest payable on the outstanding Loan amount in USD for each interest period shall be the rate per annum representing the
aggregate of:

(a) themargin of 1.25% and
(b) the rate
(i) whichis quoted for 1-, 2-, 3, 4-, 5-, 6-, 7-, 8-, 9-, 10-, 11- or 12-month deposits in USD (depending on

Offer (A) page 1
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. the interest period) on Telerate page 3750 (rounded up to

our
deci mal places) as at or about 11:00 a.m (CET) on the second
Busi ness Day before the commencenent of that Interest Period,
or if no such rate is then available for USD deposits of 1-,
2-, 3-, 4-, 5, 6-, 7-, 8-, 9-, 10-, 11- or 12-month, the

rate
which is determined by the Bank to be the arithnmetic nean
(rounded up to four decimal places) of the offered rates per
annum for 1-, 2-, 3-, 4-, 5, 6-, 7-, 8, 9-, 10-, 11- or
12-nonth deposits which are advised to the Bank by three

maj or

’ banks active in the London inter-bank market selected by the

Bank, or

(ii) which is quoted by the Bank for interest periods starting at
the date of the exercise of the conversation right stipulated
in Clause 2.2. ("Conversion Date") until the foll ow ng
Repaynent Dates: 10.03.2002, 10.09.2002, 10.03. 2003,

10. 09. 2003, 10.03.2004, 10.09.2004, 10.03.2005 and
10. 09. 2005. "

Clause 6.1 shall be replaced by thefollowing:

"6.1
(@) Inthe event that the Borrower does not exercise its conversion right stipulated in Clause 2.2., it shall repay the Loan in accordance with the
following repayment schedule:

on ("Repaynent Date") an EUR anount of
(" Repaynment Anount")

10. 09. 01 5, 000, 000
10. 03. 02 1, 250, 000
10. 09. 02 1, 250, 000
10. 03. 03 2,500, 000
10. 09. 03 2,500, 000
10. 03. 04 2,500, 000
10. 09. 04 2,500, 000
10. 03. 05 5, 000, 000
10. 09. 05 5, 000, 000
10. 03. 06 5, 000, 000
10. 09. 06 41, 500, 000

(b) In the event that the Borrower does exercise its conversion right stipulated in Clause 2.2., it shall repay the Loan in accordance with the
following repayment schedule:

Offer (A) page 2
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on ("Repaynent Date") an anount of USD an anount of EUR

(" Repaynent Anount") (" Repaynent Anount")
10.09.01 5, 000, 000
10.03.02 1, 129, 750 0
10.09. 02 1,129, 750 0
10. 03. 03 2,259, 500 0
10. 09. 03 2, 259, 500 0
10. 03. 04 2, 259, 500 0
10. 09. 04 2,259, 500 0
10. 03. 05 4,519, 000 0
10. 09. 05 903, 800 4, 000, 000
10. 03. 06 5, 000, 000
10. 09. 06 41, 500, 000"

In Clause 8.1. thefollowing provision shall be added:

"In the event that the Borrower exercises its conversion right stipulated in Clause 2.2., payments of principal and interest relating to the
respective USD amount shall be madein (a) USD for value on the due date and (b) in full without any deduction or withholding (whether in
respect of set-off, counterclaim, duties, taxes, charges or otherwise whatsoever)."

All other clauses of Offer (A) shall remain unchanged.

Y ou can accept the present proposal by debiting our account no. 1-00.640.763 with an account fee in theamount of ATS 350.00, not later than
11. October 2001. You are hereby irrevocably authorized to make such debit.

If you accept the present proposal, the respective amendments shall also apply to any agreement resulting from Offer (A).
With kind regards,
FLAGA GmbH

Offer (A) page 3
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UG Corporation
460 North @ul ph
Road

King of Prussia

Pennsyl vani a 19406
USA

Raiffeisen Zentralbank Osterreich
Aktiengesdl I schaft

Am Stadtpark 9

1030 Wien

Austria

Statement regarding Guarantee Agreement (B) dated 21 September 1999

Ladies and Gentlemen,

We have taken note of the attached amendment offer of FlagaGmbH (the "Offer").

We hereby irrevocably and unconditionally agree that the Offer be accepted by your bank.

Moreover, wehereby irrevocably and unconditionally agree and confirm that the Guarantee Agreement (B) as executed and concluded in
Bratisava on 21 September 1999 by and between your bank as beneficiary and our company as guarantor shall remain in full force and effect
and fully applicable in accordance with its termsin the event that you accept the Offer (such Guarantee Agreement (B) shall of course also
remain in full force and effect and fully applicable in accordance withits terms in the event that you do not accept the Offer), subject to the
following:

Clause 4.(1) of the Guarantee Agreement (B) shall be replaced by the following provision:

"(I) in the event that both Standard & Poor's and Moody's (or, if Standard & Poor's and/or Moody's no longer exist, other rating agency or rating
agencies according to clause 4.(k)) decrease the rating of Utilities below A- (A minus), UGI shall grant RZB an additional security for the
Secured Obligations either in form of a pledge over a cash deposit held with RZB in theamount of USD 10 million (United States Dollar ten
million) or inform of aletter of credit (abstract bank guarantee under Austrian law) in theamount of USD 10 million (United States Dollar ten
million) issued by abank with arating of at least A- (A minus); such pledge over a cash deposit shall be establishedin alegal, valid and binding
manner within one month, and such letter of credit shall be issued inalegal, valid and binding

page 1
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manner within 45 calender days, fromthe day onwhich UGI isinformed about such decrease of rating. In theevent additional security is
granted as set forth in thisclause 4.(1), UGI is deemed to be in compliance with this clause 4.(1). In addition, if any of the aforementioned
agencies thereafter increases the rating of Utilities to at least A- (A minus), RZB shall be obligated to release the additional security as obtained
under clause 4.(1), and UGI shall be deemed to be in compliance with this clause

4.(1); this clause 4.(I) cannot resultin RZB receiving an additional security in excessof USD 10 million under Guarantee Agreements (A), (B)
and (C) collectively; and".

dated 19. October 2001 UGI Cor poration
1 Attachment: Offer of FlagaGmbH dated 19. October 2001

We hereby accept the above statement of UGI Corporation:

Bratislava, dated 19. Cctober 2001 Rai f f ei sen Zentr al bank

Csterreich
Akti engesel | schaft

page 2
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FLAGA GmbH
An der Bundesstrasse 6

2100 L eobendorf
Austria
Raiffeisen Zentralbank
Osterreich Aktiengesellschaft
Am Stadtpark 9
1030 Vienna

Austria Bratislava, 19. October 2001
RE.: OFFER (B)
Dear Sirs,

we, FLAGA GmbH, Ander Bundesstrasse 6, 2100 Leobendorf, Austria, herewith refer to our previous Offer (B) as amended in September
2000 (hereinafter the"Offer (B)") and propose to amend the termsof Offer (B) as follows (Clauses referred to herein are Clauses of Offer (B)):

Clause 6.1 (@) and (b) shall be replaced by the following:
"6.1 Subject to clause 4.1 (€) and (f) asapplicable to the respective Tranche, repayments shall be made as follows:

(a) inrespect of Tranche |, repayments have to be made on the date and in amounts as follows:

Dat e Anpbunt in ATS Anmpbunt in EUR
01.08.01 11, 320, 500 822, 693
01.02.02 5,779, 326 420, 000
01.08.02 5,779, 326 420, 000
01.02.03 5,779, 326 420, 000
30. 06. 03 5,779, 326 420, 000
01.02.04 6, 880, 150 500, 000
01.08. 04 6, 880, 150 500, 000
01.02.05 6, 880, 150 500, 000
01.08. 05 6, 880, 150 500, 000
01.02.06 6, 880, 150 500, 000
01. 08. 06 6, 880, 150 500, 000
01. 02. 07 6, 880, 150 500, 000
01.08. 07 1, 842, 490 133, 899

Offer (B) page 1
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(b) inrespect of Tranche I1, repayment shall be made on the respective Final Maturity."

All other clauses of Offer (B) shall remain unchanged.

Y ou can accept the present proposal by debiting our account no. 1-00.640.763 with an account fee in theamount of ATS 300.00, not later than
19. October 2001. You are hereby irrevocably authorized to make such debit.

If you accept the present proposal, the respective amendments shall also apply to any agreement resulting from Offer (B).
With kind regards,
FLAGA GmbH

Offer (B) page 2
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UG Corporation
460 North @ul ph
Road

King of Prussia

Pennsyl vani a 19406
USA

Raiffeisen Zentralbank Osterreich
Aktiengesel Ischaft

Am Stadtpark 9

1030 Wien

Austria

Statement regarding Guarantee Agreement (C) dated 21 September 1999

Ladies and Gentlemen,

We have taken note of the attached amendment offer of FlagaGmbH (the "Offer").

We hereby irrevocably and unconditionally agree that the Offer be accepted by your bank.

Moreover, wehereby irrevocably and unconditionally agree and confirm that the Guarantee Agreement (C) as executed and concluded in
Bratisava on 21 September 1999 by and between your bank as beneficiary and our company as guarantor shall remain in full force and effect
and fully applicable in accordance with its termsin the event that you accept the Offer (such Guarantee Agreement (C) shall of course also
remain in full force and effect and fully applicable in accordance withits terms in the event that you do not accept the Offer), subject to the
following:

Clause 4.(1) of the Guarantee Agreement (C) shall be replaced by the following provision:

"(I) in the event that both Standard & Poor's and Moody's (or, if Standard & Poor's and/or Moody's no longer exist, other rating agency or rating
agencies according to clause 4.(k)) decrease the rating of Utilities below A- (A minus), UGI shall grant RZB an additional security for the
Secured Obligations either in form of a pledge over a cash deposit held with RZB in theamount of USD 10 million (United States Dollar ten
million) or in form of aletter of credit (abstract bank guarantee under Austrian law) in theamount of USD 10 million (United States Dollar ten
million) issued by abank with arating of at least A- (A minus); such pledge over a cash deposit shall be establishedin alegal, valid and binding
manner within one month, and such letter of credit shall be issued inalegal, valid and binding

page 1
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manner within 45 calender days, fromthe day onwhich UGI isinformed about such decrease of rating. In theevent additional security is
granted as set forth in thisclause 4.(1), UGI is deemed to be in compliance with this clause 4.(1). In addition, if any of the aforementioned
agencies thereafter increases the rating of Utilities to at least A- (A minus), RZB shall be obligated to release the additional security as obtained
under clause

4.(1), and UGI shall be deemed to be in compliance with thisclause 4.(1); this clause 4.(1) cannot result in RZB receiving an additiona security
in excess of USD 10 million under Guarantee Agreements (A), (B) and (C) collectively; and".

dated 28. September 2001 UGI Cor poration
1 Attachment: Offer of FlagaGmbH dated 28. September 2001
We hereby accept the above statement of UGI Corporation:

Bratidava, dated 28. September 2001 Raiffeisen Zentralbank Osterreich Aktiengesellschaft

page 2
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FLAGA GmbH
An der Bundesstrasse 6

2100 L eobendorf
Austria
Raiffeisen Zentralbank
Osterreich Aktiengesellschaft
Am Stadtpark 9
1030 Vienna

Austria Bratidlava, 28. September 2001

RE.: OFFER (C)

Dear Sirs,

we, FLAGA GmbH, Ander Bundesstrasse 6, 2100 Leobendorf, Austria, herewith refer to our previous Offer (C) as amended in September
2000 and December 2000 (hereinafter the " Offer (C)") and propose to amend the terms of Offer (C) as follows (Clauses referred to herein are
Clauses of Offer (C)):

The datein Clause 2.1. shall be replaced by 28. September 2002.

In Clause4.1.(d) thefirst date shall be replaced by 30. October 2002, and "August 2001" shall be replaced by September 2002.

All other clauses of the aforementioned offer shall remain unchanged.

Y ou can accept the present proposal by debiting our account no. 1-00.640.763 with an account fee in theamount of ATS 250.00, not later than
28. September 2001. Y ou are hereby irrevocably authorized to make such debit.

If you accept the present proposal, the respective amendmentsshall also apply to any agreement resulting from Offer (C).
With kind regards,
FLAGA GmbH

Offer (C) page 1
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UGI Corporation 2001 Annual Report
FINANCIAL REVIEW
BUSINESS OVERVIEW

We conduct anational propane distribution business through AmeriGas Partners, L.P. ("AmeriGas Partners") and its principal operating
subsidiaries AmeriGas Propane, L.P. ("AmeriGas OLP") and AmeriGas Eagle Propane, L.P. ("Eagle OLP"). Werefer to AmeriGas Partners
and its subsidiaries as "the Partnership.” At September 30, 2001, UGI, through its wholly owned second-tier subsidiary AmeriGas Propane, Inc.
(the "General Partner"), held an effective approximate 53% interest in the Partnership.

Our utility businessis conducted through UGI Utilities, Inc. ("UGI Utilities"). UGI Utilities owns and operates a natural gas distribution utility
("Gas Utility") in partsof eastern and southeastern Pennsylvania and an electricity distribution and electricity generation business (collectively
referred to as"Electric Utility") in northeastern Pennsylvania.

Our wholly owned subsidiary UGI Enterprises, Inc. ("Enterprises’) conducts an energy marketing business primarily in the Middle Atlantic
region of the United States through its wholly owned subsidiary, UGI Energy Services, Inc. ("Energy Services'). Through other subsidiaries,
Enterprises (1) ownsand operates a propane distribution businessin Austria, the Czech Republic and Slovakia ("FLAGA"); (2) owns and
operates a heating, ventilation and air-conditioning service businessin the Middle Atlantic states("HVAC"); and

(3) participates in propane joint-venture businessesin France ("Antargaz") and in the Nantong region of China.

This Financial Review should be read in conjunction with our Consolidated Financial Statements and Notes to Consolidated Financial
Statements including the business segment information included in Note 19.

RESULTS OF OPERATIONS

2001 COMPARED WITH 2000
CONSOLIDATED RESULTS

Vari ance -
Favor abl e
2001 2000 (Unf avor abl e)
DI LUTED Di | uted Di | uted
NET EARNI NGS Net Ear ni ngs Net Ear ni ngs
| NCOVE (LCSS) I ncone (Loss) I ncone (Loss)
(LOSS) PER SHARE (Loss) Per Share (Loss) Per Share
(MlIlions of dollars, except per share)
Aneri Gas Propane $ 13.5 $ 0.49 $ -- $ -- $ 13.5 $ 0.49
Ud UWilities 46.6 1.70 48.9 1.79 (2.3) (0. 09)
Energy Services 4.0 0.15 1.6 0. 06 2.4 0.09
I nternational Propane (4.4) (0. 16) (5.6) (0. 20) 1.2 0.04
Gt her Enterprises (a) (9.3) (0.34) (3.8) (0.14) (5.5) (0.20)
Corporate & Ot her 1.6 0. 06 3.6 0.13 (2.0) (0.07)
Changes in accounting (b) 4.5 0.16 -- -- 4.5 0.16
Tot al $ 56.5 $ 2.06 $ 44.7 $ 1.64 $ 11.8 $ 0.42

(8) Comprised principally of Hearth USA(TM), HVAC, and Enterprises corporate and general expenses. Net lossin 2001 includes after-tax
shut-down costs of $5.5 million or $0.20 per share associated with closing the Company'stwo Hearth USA(TM) retail stores (see Note 15 to
Consolidated Financial Statements).

(b) Includes cumulative effect of accounting changes associated with (1) the Partnership's changesin accounting for tank fee revenue and tank
installation costs and (2) the Company'sadoption of SFAS 133 (see "Changes in Accounting” below).

The higher Fiscal 2001 net income and earnings per share reflect a significant increase in the Partnership's and Energy Services results.
Excluding the cumulative effect of accounting changes and one-time coststo close the Hearth USA(TM) retail stores, diluted earnings per share
increased 28% to $2.10 in Fiscal 2001.
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The following table presents certain financial and statistical information by business segment for 2001 and 2000:

I ncrease
2001 2000 (Decr ease)

(MIlions of dollars)
AVERI GAS PROPANE:
Revenues $1, 418. 4 $1,120.1 $ 298.3 26. 6%
Total margin $ 582.4 $ 491.8 $ 90.6 18. 4%
EBI TDA (a) $ 209.3 $ 158.6 $ 50.7 32. 0%
Operating incone $ 133.8 $ 90.2 $ 43.6 48. 3%
Retail gallons sold (mllions) 820. 8 771.2 49. 6 6. 4%
Degree days - % col der (warner)

than normal (b) 2.6% (13.7)% -- --
GAS UTILITY:
Revenues $ 500.8 $ 359.0 $ 141.8 39. 5%
Total margin $ 177.9 $ 170.8 $ 7.1 4. 2%
EBI TDA (a) $ 108.0 $ 105.3 $ 2.7 2.6%
Operating incone $ 87.8 $ 86.2 $ 1.6 1.9%
Syst em t hr oughput -

billions of cubic feet ("bcf") 77.3 79.7 (2.4) (3.0)%
Degree days - % col der (warner)

than nor nal 2. 0% (9.9)% -- --
ELECTRI C UTI LI TY:
Revenues $ 83.9 $ 77.9 $ 6.0 7. 7%
Total margin $ 28.6 $ 40.5 $ (11.9) (29.4)%
EBI TDA (a) $ 14.3 $ 19.6 $ (5.3) (27.0) %
Operating incone $ 10.7 $ 15.1 $ (4.4 (29.1)%
Distribution sales - mllions of

kil owatt hours ("gwh") 945.5 907. 2 38.3 4. 2%
ENERGY SERVI CES:
Revenues $ 370.7 $ 146.9 $ 223.8 152. 3%
Total margin $ 13. 4 $ 6.2 $ 7.2 116. 1%
EBI TDA (a) $ 7.6 $ 3.0 $ 4.6 153. 3%
Operating incone $ 7.3 $ 2.8 $ 4.5 160. 7%
| NTERNATI ONAL PROPANE:
Revenues $ 50.9 $ 50.5 $ 0.4 0.8%
Total margin $ 22.5 $ 20.8 $ 1.7 8.2%
EBI TDA (a) $ 3.6 $ 1.9 $ 1.7 89. 5%
Qperating |oss $ (0.7) $ (2.7) $ (2.0) (74.1)%

(a) EBITDA (earnings before interest expense, income taxes, depreciation and amortization) should not be considered as an dternative to net
income (as an indicator of operating performance) or asan aternative to cash flow (as ameasureof liquidity or ability to service debt
obligations) and is not a measure of performance under accounting principlesgeneraly accepted in the United States.

(b) Deviation from average heating degree days during the 30-year period from 1961 to 1990, based upon national weather statistics provided
by the National Oceanic and Atmospheric Administration ("NOAA") for 335 airportsin the continental U.S.
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FINANCIAL REVIEW (continued)

AMERIGAS PROPANE. Retail propane gallons sold increased 49.6 million gallons (6.4%) primarily due to the effects of colder weather and
the impact of acquisitions, including the acquisition of ColumbiaPropane Corporation on August 21, 2001 (see"Acquisition of Columbia
Propane" below). Temperatures based upon heating degree days were2.6% colder than normal in Fiscal 2001 compared to temperatures that
were 13.7% warmer than normal in Fiscal 2000. The greater acquisition and weather-related sales were reduced by customer conservation
resulting from higher product costsand a slowing U.S. economy. The wholesale price of propaneat Mont Belvieu, Texas, amajor U.S. supply
point, reached a high of 95 cents per gallon in Fiscal 2001 compared to a high of 74 centsper gallon during Fiscal 2000.

Total revenues fromretail propane sales increased $238.1 million reflecting (1) a $182.1 million increase as a result of higher average selling
pricesand (2) a$56.0 million increase as a result of the higher retail volumes sold. Wholesale propane revenues increased $61.9 million
principally reflecting higher average prices and greater sales associated with product cost management activities. Cost of sales increased $207.7
million as aresult of higher per unit propane product costs and the greater retail and wholesale volumes sold.

Total marginincreased $90.6 million dueto theimpact of higher-than-normal average retail unit marginsand, to alesser extent, thegreater
retail propane volumes sold. Retail propane unit margins in Fiscal 2001 benefited from gainson derivative hedge instruments and favorably
priced supply arrangements.

The significant increase in EBITDA in Fiscal 2001 resulted from theincrease in margin partialy offset by a $37.3 million increase in
Partnership operating and administrative expenses. Operating and administrative expenses of the Partnership were $380.0 millionin Fisca
2001 compared to $342.7 million in Fiscal 2000. Adjusting prior-year expensesfor the impact of the Partnership's change in accounting for
tank installation costs (see" Changes in Accounting” below), operating and administrative expenses of the Partnership increased $44.3 million.
The higher Fiscal 2001 expensesreflect (1) higher employee-related costs, including greater overtime and incentive compensation costs; (2)
growth-related expenses, including theimpact of ColumbiaPropane and other acquisitions, and expenses associated with our PPX(R) grill
cylinder exchange business; and (3) higher distribution costs, including vehicle fuel and lease expense. Depreciation and amortization expense
of the Partnership increased $7.4 million reflecting greater depreciation associated with acquisitions and $4.4 million of depreciation expense
resulting from the change in accounting for tank installation costs.

GASUTILITY. Although temperatures based upon heating degree days werecolder in Fiscal 2001, total system throughput declined 3.0% as
the impact of the colder weather was more than offset by lower interruptible and firm delivery service volumes, theimpact of price-induced
customer conservation, and the effects of a slowing economy. Natural gas prices were significantly higherin Fiscal 2001 thanin the prior year.
The higher pricesresulted in fuel switching by many of our interruptible customers, who have the ability to switch to aternate fuels, and
encouraged price-induced conservation by many of our firm customers. Throughput to our firm - residential, commercial and industrial ("core
market") customersincreased 3.3 bcf (10.6%) reflecting the impact of the colder Fiscal 2001 weather.

The significant increase in Gas Utility revenues is primarily a result of higher core-market revenuesreflecting greater purchased gas cost
("PGC") rates and higher off-system salesrevenues. Gas Utility's tariffs permit it to pass through prudently incurred gascosts to its core market
customers through higher PGC rates.

Gas Utility cost of gastotaled $322.9 million in Fiscal 2001 compared with $184.2 millionin Fiscal 2000 principally reflecting the higher
average PGC rates and, to alesser extent, higher core market and off-system sales.

Gas Utility total marginincreased $7.1 million reflecting a $12.1 million increase in core-market margin partially offset by lower total margin
from interruptible customers. The decline in interruptible margin reflects lower average interruptible unit margins due to a declinein the spread
between oil and natural gasprices and the lower interruptible throughput.

Gas Utility EBITDA increased $2.7 million as the previously mentioned increase in total margin and higher pension income resulting primarily
from theimpact of investmentgains in prior yearswas partialy offset by higher operating and administrative expenses. The increase in
operating and administrative expenses includes, among other things, greater allowances for uncollectible accounts reflecting significantly higher
Fiscal 2001 customer billsand lower income from environmental insurance litigation settlements. Such settlements totaled $0.9 millionin
Fiscal 2001 compared with $4.5 million in Fiscal 2000. Depreciation expenseincreased $1.1 million reflecting greater depreciation associated
with distribution system capital expenditures.

ELECTRIC UTILITY. Distribution system sales in Fiscal 2001 increased 4.2% on favorable westher. Revenuesincreased as aresult of the
higher distribution system sales as well as off-system sales of electricity generated by Energy Ventures, our joint-venture electricity generation
business (see "Regulatory Matters' below). Cost of sales totaled $51.9 million in Fiscal 2001 compared to $33.9 million in the prior year. The
incresse reflects higher per-unit purchased power costs, theimpact on cost of sales resulting from the formation of Energy Ventures, and the
higher Fiscal 2001 sales.

Electric Utility total margin decreased $11.9 million as aresult of the higher purchased power costs. Because the generation component of
Electric Utility'srates are currently subject to rate caps, increases in the cost of electricity purchased by Electric Utility negatively impacts
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earnings. EBITDA declined less than the declinein total margin principally reflecting lower power production expenses subsequent to the
formation of Energy Ventures and lower utility realty taxes. Depreciation expense decreased $0.9 million reflecting the impact of the formation
of Energy Ventures.

ENERGY SERVICES. Revenues from Energy Services increased significantly reflecting higher natural gas prices and acquisition-related
volume growth. During Fiscal 2001, Energy Services acquired the energy marketing businesses of PG Energy Services, Inc. and Conectiv.
Total margin, EBITDA and operating income werealso
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UGI Corporation 2001 Annual Report
substantially higherin Fiscal 2001 reflecting the greater acquisition-driven sales volumes and higher average unit margins.

INTERNATIONAL PROPANE. FLAGA'sresultsin Fiscal 2001 were adversely impacted by weather that was approximately 12% warmer
than normal. Propane volumes sold were

8.5% lower than in Fiscal 2000 reflecting theimpact of the warm weather and price-induced conservation. The increase in total margin,
notwithstanding the decline in sales volumes, reflects higher average unit margins partially offset by theimpact of aweaker EURO in Fiscal
2001. International Propane EBITDA and operating lossin Fiscal 2001 also includes(1) aloss of $1.1 million from the write-off of our
propane joint-venture investmentin Romaniaand (2) $0.5 million of income associated with our investment in Antargaz (see"Investment in
Antargaz" below).

CORPORATE & OTHER AND OTHER ENTERPRISES. Corporate & Other operating incomein Fiscal 2001 declined $1.9 million
principaly reflecting lower interest and investment incomeand greater incentive compensation costs. The increase in Other Enterprises
revenues is principally aresult of HVAC, whichwas acquired in late Fiscal 2000. Other Enterprises operating lossin Fiscal 2001 includes $8.5
million of shut-down costs associated with Hearth USA(TM), our pilot retail hearth, spaand grill products business. In September 2001, after
evaluating the prospects for Hearth USA(TM) in light of the weak retail environment and the capital required to expand beyond its two-store
pilot phase, wecommitted to close both stores and cease operations in October 2001. Other Enterprises operating lossin Fiscal 2001 also
includes a $2.0 million loss resulting from thewrite-down of an investmentin a business-to-business e-commerce company.

INTEREST EXPENSE AND INCOME TAXES. Interest expenseincreased $6.3 millionin Fiscal 2001 primarily as aresult of greater amounts
of Partnership long-term debt outstanding. The effective incometax rate was 45.9% in Fiscal 2001, compared to a 46.4% ratein Fiscal 2000.

2000 COMPARED WITH 1999
CONSOLIDATED RESULTS

Vari ance -
Favor abl e
2000 1999 (Unf avor abl e)
Di | uted Di | ut ed Di | ut ed
Net Ear ni ngs Net Ear ni ngs Net Ear ni ngs
I ncone (Loss) I ncone (Loss) I ncone (Loss)
(Loss) Per Share (Loss) Per Share (Loss) Per Share
(MIlions of dollars, except per share)
Aneri Gas Propane $ -- $ -- $ 4.5 $ 0.14 $ (4.5 $ (0.14)
Ud UWilities 48.9 1.79 37.4 1.17 11.5 0.62
Ener gy Services 1.6 0. 06 1.5 0. 05 0.1 0.01
I nternational Propane (5.6) (0. 20) (0.1) -- (5.5) (0. 20)
Gt her Enterprises (3.8) (0.14) (3.6) (0.11) (0.2) (0.03)
Corporate & Ot her 3.6 0.13 3.1 0.09 0.5 0.04
Merger termnation
fee, net (a) -- -- 12.9 0. 40 (12.9) (0. 40)
Tot al $ 44.7 $ 1.64 $ 55.7 $ 1.74 $ (11.0) $ (0.10)

(8) Represents after-tax merger termination feeincome, net of related expenses, associated with the Company'sterminated merger agreement
with Unisource Worldwide, Inc. See Note 17 to Consolidated Financial Statements.

Our Fiscal 2000 resultsreflect improved earnings from UGI Utilities partially offset by a decline in net income from AmeriGas Propane and
International Propane losses. Excluding the effect of merger termination fee incomein Fiscal 1999, earnings per share increased 22% in Fiscal
2000 reflecting a 15% decline in average shares outstanding and higher net income.

The following table presents certain financial and statistical information by business segment for Fiscal 2000 and Fiscal 1999:
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(MIlions of dollars)
AMERI GAS PROPANE:
Revenues
Total margin
EBI TDA
Operating incone
Retail gallons sold (nillions)
Degree days - % (warner)
than nor mal

GAS UTILITY:
Revenues
Total margin
EBI TDA
Qperating incone
System t hr oughput -
billions of cubic feet ("bcf")
Degree days - % (warner)
than nor mal

ELECTRI C UTI LI TY
Revenues

Total margin
EBI TDA

Qperating incone
Distribution sales - mllions of
kil owatt hours ("gwh")

ENERGY SERVI CES
Revenues

Total margin
EBI TDA

Qperating incone

| NTERNATI ONAL PROPANE
Revenues

Total margin

EBI TDA

Qperating |oss

N.M. - Not Meaningful.

2000
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I ncrease

(Decr ease)
$ 247.6 28. 4%
$ 10.1 2. 1%
$ (0.2) (0. )%
$ (2.3) (2.5) %
(12.0) (1.5)%
$ 13. 4 3. 9%
$ 10.2 6. 4%
$ 18. 3 21. 0%
$ 18.2 26. 8%
3.6 4. 7%
$ 2.9 3. 9%
$ 1.9 4. 9%
$ 2.9 17. 4%
$ 2.4 18. 9%
6.8 0. 8%
$ 56.5 62. 5%
$ 0.2 3.3%
$ 0.3 11. 1%
$ 0.2 7. 7%
$ 50.5 N M
$ 20.8 N. M
$ 2.0 N. M
$ 2.6 N. M



FINANCIAL REVIEW (continued)

AMERIGAS PROPANE. Based upon national heating degree day information, temperatures in Fiscal 2000 were 13.7% warmer than normal
and 3.8% warmer thanin Fiscal 1999. Retail volumes of propane sold were 12 million gallons lower, primarily aresult of thewarmer weather's
effect on residential heating gallons and adeclinein agricultural gallons as aresult of apoor crop drying season. Partially offsetting these
decreases were higher motor fuel sales, reflecting the continuing effects of our expanding National Accounts program, the volume impact of
PPX(R), and acquisition-related volume increases.

Total revenues fromretail propane sales increased $160.5 millionin Fiscal 2000 due to higher average selling prices. The higher average
selling prices resulted from significantly higher propane product costs. Wholesale propane revenues increased $77.4 million reflecting (1) a
$50.7 million increase as aresult of higher average wholesale prices and (2) a $26.7 million increase asaresult of higher wholesale volumes
sold. Nonpropane revenuesincreased $9.7 million in Fiscal 2000 reflecting higher customer fees, hauling, and PPX(R) cylinder sales revenue.
Cost of salesincreased $237.5 million primarily as a result of the higher propane product costs and greater wholesale volumes sold.

Total marginincreased $10.1 million in Fiscal 2000 due to (1) greater volumes sold to higher margin PPX(R) customers; (2) dightly higher
averageretail unit margins; and (3) an increase in total margin from customer fees, and ancillary sales and services.

EBITDA in Fiscal 2000 was comparable to Fiscal 1999 as the increases in total margin and higher other income were offset by higher operating
expenses. Other income increased $3.1 million due to, among other things, higher income from sales of assets and higher finance charge
income. Operating expenses of the Partnership were $342.7 million in Fiscal 2000 compared with $329.6 million in Fiscal 1999 reflecting
incremental expenses from growth and operational initiatives and higher vehicle fuel costs. Our growth and operational initiatives in Fiscal
2000 included significantly expanding PPX(R), acquiring retail propane businesses, and devel oping and implementing more efficient methods
of operating the business. Although EBITDA in Fiscal 2000 was about equal to Fiscal 1999, operating income declined $2.3 million reflecting
higher PPX(R) and acquisition-related chargesfor depreciation and amortization.

GASUTILITY. Weather in Gas Utility's service territory was 9.9% warmer than normal in Fiscal 2000 but 3.8% colder than in Fiscal 1999.
Theincrease in system throughput during Fiscal 2000 resulted from higher interruptible delivery service volumes and higher sales to our
core-market customers.

Theincrease in Gas Utility's revenues during Fiscal 2000 principally resulted from (1) a $13.1 million increase in core-market revenues
reflecting higher sales and higher average PGC rates partialy offset by theimpact of the elimination of gross receipts tax revenue effective
January 1, 2000 pursuant to Pennsylvania's Gas Competition Act and (2) a $5.9 million increase in revenues from interruptible customers.
Theseincreasesin revenuewere partially offset by lower off-system sales and firm delivery service revenues. Gas Utility cost of gaswas
$184.2 million in Fiscal 2000 compared with $172.0 millionin Fiscal 1999. The increase reflects higher average PGC rates and higher
core-market salespartially offset by lower costs associated withthe declinein off-system sales.

Gas Utility total marginincreased $10.2 million reflecting (1) a$4.2 million increase in total interruptibleretail and interruptible delivery
service margin; (2) a$4.9 million increase in core-market margin; and (3) dightly higher firm delivery service total margin.

Gas Utility EBITDA and operating incomeincreased $18.3 million and $18.2 million, respectively, as aresult of (1) thehigher total margin; (2)
a $5.0 million increase in other income; and (3) a decrease in net operating expenses. Other income in Fiscal 2000 includes, among other
things, (1) income from therefund of revenue-related tax overpayments made in prior years (including associated interest); (2) interest income
from PGC undercollections; and (3) higher incomefrom a construction project and other activities. Gas Utility's net operating expenses
declined $3.1 million, despite an increase in distribution system maintenance expenses, principaly reflecting (1) $4.5 million inincome from
insurance litigation settlements and (2) $0.9 million from adjustments to incentive compensation accruals.

ELECTRIC UTILITY. Electric sales for Fiscal 2000 increased 0.8% on weather that was dightly colder thanin the prior year. Revenues

increased as aresult of the higher sales aswell as anincrease in transmission revenues from whol esal e transmission services which have been
unbundled as aresult of electric customer choice. Cost of salesincreased to $33.9 million in Fisca 2000 from $33.2 millionin Fiscal 1999
reflecting the higher sales and higher costs associated with wholesale transmission services.

Electric Utility total marginincreased $1.9 million principally reflecting theimpact of lower average power costsand higher sales. EBITDA
and operating income also increased reflecting higher total margin and a $2.5 million increase in other income principally from the sale of
pollution credits. These increases werepartially offset by higher utility realty taxes and greater power production maintenance expenses.

ENERGY SERVICES. Revenuesincreased $56.5 million during Fiscal 2000 primarily as a result of higher natural gasprices and to alesser
extent higher volumes sold. Total margin, EBITDA and operating income in Fiscal 2000 weredlightly higher than in Fiscal 1999 due to the
impact of the higher sales on total margin.

INTERNATIONAL PROPANE. International Propane resultsinclude equity in our joint venture projects in Romania and Chinaand, in Fiscal
2000, the resultsof FLAGA. The resultsof FLAGA during Fiscal 2000 were adversely affected by weather that was 9.6% warmer than normal
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and by higher propane supply costs. The higher propane supply costs resulted in lower than normal unit marginsand price-induced
conservation. Equity incomein Fiscal 2000 from our China propane joint venture partnership was also negatively impacted by higher propane
product costs and customer conservation.
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CORPORATE & OTHER AND OTHER ENTERPRISES. Corporate & Other operating incomein Fiscal 2000 was$5.1 million, a decrease of
$0.8 million from Fiscal 1999, primarily reflecting lower interest income on cash investments. Other Enterprises' results in Fiscal 2000
primarily reflect start-up costs andinitial operating losses of Hearth USA(TM). Resultsin Fiscal 1999 include due diligence expenses
associated with Enterprises’ domestic and international new business activities and start-up expenses associated withHearth USA(TM).

INTEREST EXPENSE AND INCOME TAXES. The higher interest expensein Fiscal 2000 is aresult of an increase in the Partnership's
long-term debt, higher interest under the Partnership's and UGI Utilities' bank credit agreements, and interest on FLAGA debt in Fiscal 2000.
The effective income tax rate was 46.4% in Fiscal 2000 compared to 43.0% in Fiscal 1999 which ratereflected alower tax rate on merger
termination fee income.

FINANCIAL CONDITION AND LIQUIDITY
ACQUISITION OF COLUMBIA PROPANE

On August 21, 2001, AmeriGas Partners, through AmeriGas OLP, acquired the propane distribution businesses of Columbia Energy Group
("Columbia Propane Businesses') in a series of equity and asset purchases pursuant to the terms of the Purchase Agreement dated January 30,
2001 and Amended and Restated August 7, 2001 (" Columbia Purchase Agreement") by and among Columbia Energy Group ("CEG"),
Columbia Propane Corporation ("Columbia Propane"), Columbia Propane, L.P. ("CPLP"), CP Holdings, Inc., AmeriGas Partners, AmeriGas
OLP, and the Genera Partner. The acquired businesses comprised the seventh largest retail marketer of propanein the United States with
annual sales of over 300 million gallons fromlocations in 29 states. The acquired businesses were principally conducted through Columbia
Propane and its approximate 99% owned subsidiary, CPLP (referred to after the acquisition as "Eagle OLP"). AmeriGas OLP acquired
substantially al of theassets of ColumbiaPropane, including an indirect 1% general partner interest and an approximate 99% limited
partnership interest in Eagle OLP.

The purchase price of the Columbia Propane Businesses consisted of $201.8 million in cash. In addition, AmeriGas OLP agreed to pay CEG
for the amount of working capital, asdefined, in excess of $23 million. The Columbia Purchase Agreement also provided for the purchase by
CEG of limited partnership interests in AmeriGas OLP valued at $50 million for $50 million in cash, which interests were exchanged for
2,356,953 Common Units of AmeriGas Partners having an estimated fair value of $54.4 million. Concurrently with the acquisition, AmeriGas
Partners issued $200 million of 8 7/8% Senior Notes due 2011, the net proceeds of whichwere contributed to AmeriGas OLP to finance the
acquisition of the Columbia Propane Businesses, to fund related feesand expenses, and to repay debt outstanding under AmeriGas OLP's Bank
Credit Agreement.

The operating results of the Columbia Propane Businesses are included in our consolidated results subsequent to August 21, 2001. For further
information on the acquisition of the Columbia Propane Businesses, see Note 2 to Consolidated Financia Statements.

INVESTMENT IN ANTARGAZ

On March 27, 2001, UGI France, Inc. ("UGI France"), awholly owned indirect subsidiary of Enterprises, together with Paribas Affaires
Industrielles ("PAI") and Medit Mediterranea GPL, S.r.L. ("Medit"), acquired, through AGZ Holdings ("AGZ"), the stock and certain related
assets of Elf Antargaz, S.A., one of thelargest distributors of liquefied petroleum gas in France (referred to after thetransaction and herein as
"Antargaz"). Prior to the transaction, Antargaz was a subsidiary of Total FinaElf S.A., a French petroleum and chemical company. Under the
termsof the Shareholders' Funding Agreement among UGI, PAI and Medit, the Company acquired an approximate 19.5% equity interestin
Antargaz; PAI an approximate 68.1% interest; Medit an approximate 9.7% interest; and certain members of management of Antargaz an
approximate 2.7% interest. PAl isaleading private equity fund manager in Europe and an affiliate of BNP Paribas, one of Europe's largest
commercial and investment banks. Medit isa supplier of logistics servicesto the liquefied petroleum gasindustry in Europe, primarily Italy.

Pursuant to the Shareholders' Funding Agreement, UGI France made a 29.8 million EURO ($26.6 million U.S. dollar equivalent) investment
comprising a 9.8 million EURO investment in shares of AGZ and a20.0 million EURO investment in redeemable bonds of AGZ. The bonds
are redeemable in the form of additiona shares of AGZ on December 31, 2013. Under certain circumstances, the bonds may be redeemed
earlier inthe form of additional sharesor in cash. Because webedlieve we have significant influence over operating and financial policies of
Antargaz due, in part, to our membership onits Board of Directors, our investment in AGZ shares is accounted for by the equity method. Our
investment in AGZ did not materially impact our Fiscal 2001 results of operations.

CAPITALIZATION AND LIQUIDITY

Our cash and short-term investmentstotaled $91.1 million at September 30, 2001 compared with $101.7 million at September 30, 2000.
Included in theseamounts are $31.9 million and $56.3 million, respectively, of cash and short-term investmentsheld by UGI.
The primary sources of UGI's cash and short-term investmentsare the cash dividends it receives from its principal operating subsidiaries,
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AmeriGas, Inc.and UGI Utilities. AmeriGas, Inc.'s ability to pay dividends to UGI is dependent upon the receipt of distributions onthe
Common and Subordinated units of AmeriGas Partners that we own. During Fiscal 2001, 2000 and 1999, AmeriGas, Inc. and UGI Utilities
paid cash dividends to UGI as follows:

Year Ended Septenber 30, 2001 2000
1999

(MIlions of dollars)

Areri Gas $ 41.0 $ 51.6 $
47.6

Ud Uilities 35.3 44.0

29.0

Total dividends to UG $ 76.3 $ 95.6 $
76. 6
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AMERIGAS PARTNERS. The Partnership's debt outstanding at September 30, 2001 totaled $1,005.9 million. Included in thisamount is $20
million of debt outstanding under AmeriGas OLP's Acquisition Facility.

In October 2000, AmeriGas Partners issued 2,300,000 Common Unitsin a public offering. The net proceeds from the Common Unit offering
and related capital contributions from the General Partner of $40.2 million wereused to reduce AmeriGas OLP Bank Credit Agreement
indebtedness and for working capital purposes. On October 5, 2001, subsequent to year end, AmeriGas Partners sold 350,000 Common Units
to the General Partner. On December 11, 2001, AmeriGas Partners sold 1,843,047 Common Unitsin an underwritten public offering. The
proceeds of these sales and related capital contributions from the General Partner of approximately $45.3 million were contributed to AmeriGas
OLP and used to reduce Bank Credit Agreement borrowingsand for working capital purposes. In November 2001, AmeriGas Partners
redeemed $15 million of its 10.125% Senior Notesat a redemption price of 103.375%.

On April 4, 2001, AmeriGas Partners issued $60 million face value of 10% Senior Notes due April 2006. The proceeds of thesenotes were
contributed to AmeriGas OLP and used to (1) repay revolving loans under AmeriGas OLP's Bank Credit Agreement and (2) fund a portion of
AmeriGas OLP's scheduled April 2001 $58 million principal repayment of its First Mortgage Notes. In August 2001, AmeriGas Partners issued
$200 million of 8 7/8% Senior Notes due 2011 to finance the acquisition of Columbia Propane and related fees and expenses, and to repay debt
outstanding under AmeriGas OLP's Bank Credit Agreement.

AmeriGas OLP's Bank Credit Agreement consists of (1) a $100 million Revolving Credit Facility and (2) a $75 million Acquisition Facility.
The Revolving Credit Facility may be used for working capital and general purposes of AmeriGas OLP. There were no borrowings outstanding
under this facility at September 30, 2001. AmeriGas OLP's borrowing needs are seasonal, and are typically greatest during thefall and early
winter months due to higher working capital needs entering thewinter heating season. AmeriGas OLP may borrow under its Acquisition
Facility to finance the purchase of propane businesses or propane business assets. In addition, up to $30 million of the Acquisition Facility may
be used for working capital purposes. The Acquisition Facility operateslike arevolving facility. Loans outstanding under the Acquisition
Facility at September 30, 2001 were $20 million. The Acquisition Facility and the Revolving Credit Facility expire September 15, 2002. The
Partnership intends to renew these facilities prior to their expiration.

AmeriGas OLP aso has a credit agreement with the General Partner to borrow up to $20 million on an unsecured, subordinated basis, for
working capital and general purposes. UGI has agreed to contribute up to $20 million to the General Partner to fund such borrowings.

The Partnership must maintain certain financial ratios in order to borrow under the Bank Credit Agreement includinga minimum interest
coverage ratio and a maximum debt to EBITDA ratio. The Partnership's ratios calculated as of September 30, 2001 permit it to borrow up to
the maximum amount available. For a more detailed discussion of the Partnership's credit facilities, see Note 5to Consolidated Financial
Statements.

The Partnership's management believes that cash flow from operations and Bank Credit Agreement borrowingswill be sufficient to satisfy its
liquidity needsin Fiscal 2002.

UGI UTILITIES. UGI Utilities debt outstanding totaled $266.2 million at September 30, 2001. Included in thisamount is $57.8 million under
revolving credit agreements.

UGI Utilities may borrow up to a total of $97 million under its revolving credit agreements. The revolving credit agreements contain financial
covenants including interest coverage ratios, minimumworking capital, and minimumtangible net worth. In November 2001, UGI Utilities
filed a shelf registration statement withthe U.S. Securities and Exchange Commission covering atotal of $123 million of debt securities. The
registration statement was declared effective on November 6, 2001.

Management believes that UGI Utilities' cash flow from operations and borrowings under its bank credit agreements will satisfy UGI Utilities
cash needsin Fiscal 2002. For a more detailed discussion of UGI Utilities debt and credit facilities, see Note 5 to Consolidated Financial
Statements.

ENERGY SERVICES. On November 30, 2001, Energy Services entered into an accounts receivable securitization facility withamajor bank
and its commercial paper conduit. In conjunction with this facility, on December 4, 2001, Energy Servicesinitially received $6 millionin cash
in exchange for the sale and contribution of $14.7 million of its trade accounts receivable to its wholly owned, special purpose subsidiary,
Energy Services Funding Corporation. Energy Services Funding Corporation then sold, and will from time to time thereafter sell, an undivided
percentage ownershipinterest in its receivables to this bank's commercial paper conduit. During theterm of thisfacility Energy Services will
sell or contribute its receivables to Energy Services Funding Corporation. The level of funding available under this three-year facility islimited
to $50 million. Energy Services intends to use the proceeds of this facility principally for working capital purposes. Prior to the transaction,
working capital was funded primarily through an intercompany loan agreement with UGI. The securitization transaction will be reflected in the
Company'sconsolidated financial statementsas a sale of accounts receivable and an investment in an unconsolidated subsidiary.
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FLAGA. FLAGA has a 15 million EURO working capital loan commitment anda 15 million EURO specia purpose facility from aforeign
bank. Borrowings under theworking capital facility totaled 11 million EURO ($10 million U.S. dollar equivalent) at September 30, 2001.
Borrowings under the special purpose facility totaled 11.8 million EURO ($10.7 million U.S. dollar equivaent) at September 30, 2001.
Management believes that cash flow from operations, as well as borrowingsunder theseloan commitments, will satisfy FLAGA's cash needsin
Fiscal 2002. Debt issued under these agreements, as well as $62.7 million of additional U.S. dollar equivalent debt of FLAGA, is subject to

guarantees of UGI. For amore detailed discussion, see Note 5to Consolidated Financial Statements.
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CASH FLOWS

OPERATING ACTIVITIES. Cash flow from operating activitieswas $203.5 million in Fiscal 2001 compared to $132.7 million in Fiscal 2000
reflecting increased cash flow from changesin working capital and the improved Fiscal 2001 results. In Fiscal 2001, changes in operating
working capital provided $23.7 million of operating cash flow. In Fiscal 2000, changes in operating working capital required $34.8 million
primarily reflecting changesin inventories and accounts receivable partially offset by changesin accounts payable. Cash flow before changesin
operating working capital increased to $179.8 millionin Fiscal 2001 from $167.5 million in Fiscal 2000 reflecting the improved operating
performance partially offset principally by settlement payments associated with Energy Services exchange-traded natural gasfutures contracts.

INVESTING ACTIVITIES. Cash spent for property, plant and equipment totaled $78.0 million in Fiscal 2001 compared with $71.0 millionin
Fiscal 2000. The increase reflects greater Partnership capital expendituresincluding expenditures relating to tank installation costs resulting
from the Partnership's changein accounting. During Fiscal 2001, the Company made a $26.6 million investmentin Antargaz and contributed
$6.0 million to Energy Ventures in conjunction with its formation. In Fiscal 2001, we spent $209.1 million in conjunction with acquisitions,
principally the Partnership's acquisition of ColumbiaPropane, compared to $65.3 million in Fiscal 2000.

FINANCING ACTIVITIES. In Fiscal 2001 and 2000, we paid cash dividends on our Common Stock of $53.2 million and $41.2 million,
respectively, and the Partnership paid the full minimumquarterly distribution of $0.55 ("MQD") to its public unitholders (as well as on the
Common and Subordinated units weown). The increase in dividends paid on Common Stock in Fiscal 2001 reflects the one-time impact of
funding the quarterly dividend onthe last day of the quarter rather than on thefirst day of the quarter. During 2001, the Partnership received
$39.8 million in cash fromthe sale of 2,300,000 Common Units in October 2000 and $50.0 million from the sale of limited partner interestsin
AmeriGas OLP to CEG. These interests werethen exchanged for 2,356,953 AmeriGas Partners Common Units in accordance with the
Columbia Purchase Agreement. Concurrently with the acquisition, AmeriGas Partners issued $200 million of 8 7/8% Senior Notes due 2011,
the net proceeds of which were used to fund the acquisition of ColumbiaPropane andrelated costs and expenses, and to repay debt under
AmeriGas OLP's Bank Credit Agreement. During Fiscal 2001, the Partnership and UGI Utilitiesissued $60 million and $50 million face value
of long-term debt, respectively, and made long-term debt repayments of $110.8 million and $15 million, respectively.

DIVIDENDS AND DISTRIBUTIONS

In April 2001, our board of directorsincreased the annual dividend rate on UGI Common Stock to $1.60 a share from $1.55. Dividends
declared on our Common Stock in 2001 totaled $42.6 million.

At September 30, 2001, our approximate 53% effective ownership interestin the Partnership consisted of (1) 14.3 million Common Units; (2)
9.9 million Subordinated Units; and (3) a 2% general partner interest. The remaining approximate 47% effective interest consists of 22.5
million publicly held Common Units. Approximately 45 days after theend of each fiscal quarter, the Partnership distributes all of its Available
Cash (as defined in the Amended and Restated Agreement of Limited Partnership of AmeriGas Partners, the "Partnership Agreement") relating
to such fiscal quarter. Common Unitholders receive the MQD, plus any arrearages, before a distribution of Available Cash can be made on the
Subordinated Units.

Since itsformation in 1995, the Partnership has paidthe MQD on all limited partner units outstanding. The amount of Available Cash needed
annually to pay theMQD on all unitsand the general partner interestsin Fiscal 2001, 2000 and 1999 was approximately $99 million, $94
million and $94 million, respectively. Based upon the number of Common and Subordinated units outstanding on September 30, 2001 as
adjusted for the 350,000 Common Unitsissued to the General Partner on October 5, 2001 and the 1,843,047 Common Units sold to the public
on December 11, 2001, the amount of Available Cash needed annually to pay theMQD on all unitsand the general partner interestsis
approximately $110 million. A reasonable proxy for theamount of cash available for distribution that is generated by the Partnership can be
calculated by subtracting from the Partnership's EBITDA (1) cash interest expense and (2) capital expenditures needed to maintain operating
capacity. Partnership distributable cash flow as calculated for Fiscal 2001, 2000 and 1999 is as follows:
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Year Ended Septenber 30,

(MIlions of dollars)

EBI TDA

Cash interest expense(a)

(68.3)

Mai nt enance capital expenditures
(11. 1)

Di stributable cash fl ow

(a) Interest expense adjusted for noncash items.

EGAF

— Faalfdalia

19

2002.

EDGAR Onl i ne,

2000 1999
$ 157.6 $ 157.5
(76.7)
(11.6)
$ 69.3 $ 78.1

Although distributable cash flow is a reasonable estimate of the amount of cash generated by the Partnership, it does not reflect theimpact of
changesin working capital, which can significantly affect cash available for distribution, and is not a measure of performance or financial
condition under accounting principles generally accepted in the United States but provides additional information for evaluating the
Partnership's ability to declare and pay theMQD. Althoughthe levels of distributable cash flow in Fiscal 2000 and 1999 were less than thefull
MQD, cash from borrowings in each of theseyears was more than sufficient to permit the Partnership to pay the full MQD. The ability of the
Partnership to pay the MQD on all units depends upon a number of factors. These factorsinclude (1) the level of Partnership earnings; (2) the
cash needs of the Partnership's operations (including cash needed for maintaining and increasing operating capacity); (3) changesin operating
working capital; and (4) the Partnership's ability to borrow under its Bank Credit Agreement, to refinance maturing debt and to increase its
long-term debt. Some of these factorsare affected by conditions beyond our control including weather, competition in marketswe serve, and
the cost of propane.
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FINANCIAL REVIEW (continued)

The Partnership's ability to attain the cash-based performance and distribution requirements necessary to convert to Common Units the
remaining 9,891,072 Subordinated Units held by the General Partner depends upon a number of factors, including highly seasonal operating
results, changesin working capital, asset sales and debt refinancings. Due to the historical quarterly requirements of the conversion test, the
possihility is remote that the Partnership will satisfy the cash-based performance requirements for conversion any earlier thanin respect of the
guarter ending September 30, 2002.

CAPITAL EXPENDITURES

In thefollowing table, we present capital expenditures (which include expenditures for capital leases but exclude acquisitions) by business
segment for Fiscal 2001, 2000 and 1999. We also provide amounts we expect to spendin Fiscal 2002. We expect to finance Fiscal 2002 capital
expenditures principally from cash generated by operations and borrowings under our credit facilities.

Year Ended Septenber 30, 2002 2001 2000 1999
(MIlions of dollars) (estimate)

Anmeri Gas Propane $ 52.9 $ 39.2 $ 30.4 $
34.6

Ud Uilities 42. 2 36.8 36. 4

36. 4

I nternational Propane 2.7 2.7 1.8

O her 1.6 0.6 2.4

2.7

Tot al $ 99. 4 $ 79.3 $ 71.0 $
73.7

CHANGES INACCOUNTING

Effective October 1, 2000 (1) the Company adopted Statement of Financial Accounting Standards ("SFAS") No. 133, "Accounting for
Derivatives and Hedging Activities' ("SFAS 133"); (2) the Partnership applied the guidance of SEC Staff Accounting Bulletin No. 101 entitled
"Revenue Recognition” ("SAB 101") with respect to its nonrefundable tank fees; and (3) the Partnership changed its method of accounting for
coststo install Partnership-owned tanksat customer locations. The net effect of these accounting changes on prior periods resulted in a $4.5
million after-tax cumulative effect increase in 2001 netincome (equal to $0.16 per diluted share) which isreflected on the 2001 Consolidated
Statement of Income as "Cumulative effect of accounting changes, net."

The adoption of SFAS 133 resulted in a cumulative effect decrease to net income of $0.3 million and a cumulative effect increase to
accumulated other comprehensive income of $7.1 million. The increase to accumulated other comprehensiveincome represents thefair value of
derivative instruments qualifying and designated as cash flow hedges on Octaober 1, 2000.

The application of SAB 101 resulted in a cumulative effect decrease to net income of $2.1 million representing the impact on prior periods
resulting from the change in the Partnership's method of recognizing revenue associated with nonrefundable feesfor installed
Partnership-owned tanks. Prior to the change in accounting method, such fees, which are generally billed annually, wererecorded as revenue
when billed. The Partnership now records such nonrefundable fees as revenue on a straight-line basis over one year.

In order to better match the costs of installing Partnership-owned tanks at customer locations with their period of benefit, the Partnership
changed itsmethod of accounting for tank installation costs. Previously, costs to install Partnership-owned tanks were expensed as incurred.
Under the new method of accounting, such costs are capitalized and amortized over the estimated period of benefit not exceeding tenyears. The
change in accounting for tank installation costs resulted in a cumulative effect increase to net income of $6.9 million representing the impact on
prior periods resulting from the accounting change. Althoughthis change in accounting resulted in a $5.1 million increase in Partnership
EBITDA because costs to install such tanks arenow capitalized and amortized, it did not have a material impact on operating income in Fiscal
2001. For adetailed discussion of these changes in accounting, see Note 3 to Consolidated Financial Statements.
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UTILITY REGULATORY MATTERS

GASRESTRUCTURING ORDER. On June29, 2000, the Pennsylvania Public Utility Commission ("PUC") issued its order ("Gas
Restructuring Order") approving Gas Utility's restructuring plan filed by Gas Utility pursuant to Pennsylvania'sNatural Gas Choice and
Competition Act (see Note 4 to Consolidated Financial Statements). Among other things, theimplementation of the Gas Restructuring Order
resulted in an increase in Gas Utility's core-market base rates effective October 1, 2000. This base rate increase was designedto generate
approximately $16.7 million in additional net annual revenues. The Gas Restructuring Order also provided that effective October 1, 2000, Gas
Utility must reduce its PGC rates by an annualized amount of $16.7 million for the first 14 monthsfollowing the base rate increase.

Beginning December 1, 2001, Gas Utility is required to reduce its PGC rates by anamount equal to themargin it receives from customers
served under interruptible rates to the extent they use capacity contracted by Gas Utility for core-market customers. Asaresult, Gas Utility
expectsthat beginning in Fiscal 2002 operating resultswill be less sensitive to the market prices of alternative fuels and more sensitive to the
effects of heating-season weather.

TRANSFERS OF ASSETS. On September 30, 2001, pursuant to PUC authorization, Gas Utility transferred certain of its liquefied natura gas
("LNG") and propane air facilitiesto Energy Services. The reduction in Gas Utility's base rates resulting from the transfer, adjusted for the
transfer'simpact on net operating expenses, is not expected to have a material effect on Gas Utility's future results.

On December 8, 2000, UGI Utilities wholly owned subsidiary, UGI Development Company, contributed its coal-fired Hunlock Creek
generating station ("Hunlock") and certain related assets having a net book value of approximately $4.2 million, and $6 million in cash, to
Hunlock Creek Energy Ventures ("Energy Ventures'), agenera partnership jointly owned by the Company and a subsidiary of Allegheny
Energy, Inc. ("Allegheny™). Also on December 8, 2000, Allegheny contributed a newly constructed, gas-fired combustion turbine generator to
be operated at the Hunlock site. Under the termsof our arrangement with Allegheny, each partner is entitled to
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purchase 50% of the output of the joint venture at cost. Prior to the formation of Energy Ventures, Hunlock produced a significant portion of
Electric Utility'selectricity requirements. The contribution of Hunlock to Energy Ventures resultsin lower Electric Utility power production
and depreciation expenses but higher cost of salesbecause Electric Utility must purchase a greater percentage of its electricity needs from
others, including Energy Ventures.

MANUFACTURED GASPLANTS

From the late 1800s through the mid-1900s, UGI Utilitiesand its former subsidiaries owned and operated a number of manufactured gas plants
("MGPs") prior to thegeneral availability of natural gas. Some constituents of coal tars and other residues of the manufactured gas process are
today considered hazardous substances under the Superfund Law and may be present on thesites of former MGPs. Between 1882 and 1953,
UG Utilities owned the stock of subsidiary gas companies in Pennsylvaniaand elsewhere and a so operated the businesses of some gas
companies under agreement. Pursuant to the requirements of the Public Utility Holding Company Act of 1935, UGI Utilitiesdivested all of its
utility operations other than those which now constitute Gas Utility and Electric Utility.

UG Utilities does not expect its costs for investigation and remediation of hazardous substances at PennsylvaniaMGP sites to be materia to its
results of operations because Gas Utility is currently permitted to include in rates, through future base rate proceedings, prudently incurred
remediation costs associated with such sites. UGI Utilities has been notified of several sites outside Pennsylvania on which (1) MGPs were
formerly operated by it or owned or operated by its former subsidiaries and (2) either environmental agenciesor private parties are investigating
the extent of environmental contamination or performing environmental remediation. UGI Utilities is currently litigating two claimsagainst it
relating to out-of-state sites.

Management believes that under applicable law UGI Utilities should not be liable in those instancesin whichaformer subsidiary operated an
MGP. There could be, however, significant future costs of an uncertain amount associated with environmental damage caused by manufactured
gas plants outside Pennsylvania that UGI Utilities directly operated, or that were owned or operated by former subsidiaries of UGI Utilities if a
court were to conclude that the subsidiary's separate corporate form should be disregarded.

UGI Utilities hasfiled suit against morethan fifty insurance companies alleging that the defendants breached contracts of insurance by failing to
indemnify UGI Utilities for certain environmental costs. The suit seeks to recover more than $11 million in such costs. During 2001 and 2000,
UGI Utilities entered into settlement agreementswith severa of theinsurers and recorded pre-tax income of $0.9 million and $4.5 million,
respectively, which amounts are included in operating and administrative expenses in the Consolidated Statements of Income.

MARKET RISK DISCLOSURES

Our primary market risk exposures are (1) market prices for propane, natural gas and electricity; (2) changesin interest rates; and (3) foreign
currency exchange rates.

Price risk associated with fluctuationsin the prices the Partnership and FLAGA pay for propane, and Energy Services paysfor natural gas, are
principally aresult of market forces reflecting changes in supply and demand. The Partnership's profitability is sensitive to changes in propane
supply costs, and the Partnership generally attemptsto pass onincreases in such coststo customers. The Partnership may not, however, aways
be able to passthrough product cost increases fully, particularly when product costsrise rapidly. In order to manage a portion of the
Partnership's propane market price risk, it usescontracts for theforward purchase or sale of propane, propane fixed-price supply agreements,
and over-the-counter derivative commodity instruments including price swap and option contracts. FLAGA's profitahility isaso sensitive to
changesin propane supply costs. FLAGA on occasion also uses derivative commodity instruments to reduce market risk associated with
purchases of propane. In order to manage market pricerisk relating to substantially all of Energy Services forecasted sales of natura gas, we
purchase exchange-traded natural gas futures contracts. In addition, in the past we have, on occasion, utilized a managed program of derivative
instruments, including natural gas and oil futures contracts, to preserve gross margin associated with certain of our natural gascustomers.
Although we usederivative financial and commodity instruments to reduce market price risk associated withforecasted transactions, wedo not
use derivative financial and commodity instrumentsfor speculative or trading purposes.

Exchange-traded natural gas futures contracts are guaranteed by the New Y ork Mercantile Exchange ("NYMEX") and have nominal credit risk.
The change in market value of thesecontracts generally requires daily cash settlement in margin accounts with brokers. Over-the-counter
derivative commodity instrumentsutilized by the Partnership and FLAGA to hedge forecasted purchases of propane are generally settled at
expiration of thecontract. In order to minimize credit risk associated with these contracts, we carefully monitor established credit limits with the
contract counterparties.

Although Gas Utility is aso subject to changesin the price of natural gas, the current regulatory framework allows Gas Utility to recover
prudently incurred gas costs from its customers. Because of thisratemaking mechanism, there islimited commodity price risk associated with
our Gas Utility operations.
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Electric Utility'selectricity distribution business purchases most of its el ectric power needs under power supply arrangements of variouslengths
and on the spot market. Prices for electricity can be volatile especially during periods of high demand or tight supply. Because the generation
component of Electric Utility's rates are subject to rate caps as aresult of the Electricity Restructuring Order that are expected to extend through
September 2002 in the case of its commercial and industrial customers and May 2003 in the case of its residential customers, any increase in the
cost of electricity purchased by Electric Utility will
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negatively impact Electric Utility'sresults. Electric Utility has mitigated this electricity cost exposure by entering into power and capacity
contracts for a substantial portion of these periods.

We have both fixed-rate and variable-rate debt. Changes in interest ratesimpact the cash flows of variable-rate debt but generally do not impact
itsfair value. Conversely, changesin interest ratesimpact thefair value of fixed-rate debt but do not impact their cash flows.

Our variable-rate debt includesborrowings under AmeriGas OLP's Bank Credit Agreement, borrowings under UGI Utilities revolving credit
agreements, and most of FLAGA'sdebt. These debt agreements have interest rates that are generally indexed to short-term market interest rates.
At September 30, 2001 and 2000, combined borrowings outstanding under these agreementstotaled $162.3 million and $282.1 million,
respectively. Based upon weighted average borrowings outstanding under these agreements during Fiscal 2001 and Fiscal 2000, an increasein
short-term interest rates of 100 basis points (1%) would have increased our interest expense by $2.4 million and $2.5 million, respectively.

The remainder of our debt outstanding is subject to fixed rates of interest. A 100 basis point increase in market interest rates would result in
decreases in the fair value of thisfixed-rate debt of $57.9 million and $42.2 million at September 30, 2001 and 2000, respectively. A 100 basis
point decrease in market interest rates would result in increases in the fair value of this fixed-rate debt of $58.8 million and $45.4 million at
September 30, 2001 and 2000, respectively.

Our long-term debt istypically issued at fixed rates of interest based upon market rates for debt having similar terms and credit ratings. As these
long-term debt issues mature, we may refinance such debt with new debt having interest rates reflecting then-current market conditions. This
debt may have an interest rate that is more or lessthan therefinanced debt. In order to reduce interest rate risk associated with forecasted
issuances of fixed-rate debt, we generally enter into interest rate protection agreements.

The primary currency for which the Company has exchange raterisk isthe U.S. dollar versus the EURO. We do not currently use derivative
instruments to hedge foreign currency exposure associated with our international propane operations and investments, principally FLAGA and
Antargaz. As aresult, theU.S. dollar valueof our foreign denominated assets and liabilitieswill fluctuate with changesin the associated foreign

currency exchange rates, principaly the EURO. With respect to FLAGA, our exposure to changes in foreign currency exchange rates has been
significantly limited because the purchase of FLAGA was financed withEURO denominated debt, and FLAGA's U.S. dollar denominated
financial instrument assets and liabilities are substantially equal in amount. With respect to our debt and equity investments in Antargaz, a 10%
declinein the value of the EURO would reduce the book valueof these investments by approximately $2.5 million, which amount would be
reflected in other comprehensiveincome.

The following table summarizes thefair values of unsettled market risk sensitive derivative instruments held at September 30, 2001 and 2000. It
also includesthe changesin fair value that would result if there werean adverse change in (1) the market price of propane of 10 centsagallon;
(2) the market price of natural gas of 50 cents a dekatherm; and (3) interest rates on ten-year U.S. treasury notes of 100 basis points.

Change in
Fair Val ue Fair

Val ue
(Ml1lions of dollars)
Sept enber 30, 2001:

Propane comuodity price risk $ (10.5) $
(19.3)

Natural gas commodity price risk (1.5)
2.2
( ILterest rate risk (3.0)
(2.1)
Sept enber 30, 2000:

Propane comuodity price risk $ 6.5 $
(10.5)

Natural gas commodity price risk 4.2
(3.5)

Interest rate risk 2.5
(3.9)
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Because the Company's derivative instruments generally qualify as hedges under SFAS 133, we expect that changes in the fair value of
derivative instruments used to manage commodity or interest rate market risk would be substantially offset by gains or losses on the associated
underlying transactions.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

The Financial Accounting Standards Board ("FASB") recently issued SFAS No. 141, "Business Combinations' ("SFAS 141"); SFASNo. 142,
"Goodwill and Other Intangible Assets' ("SFAS 142"); SFAS No. 143, "Accounting for Asset Retirement Obligations' ("SFAS 143"); and
SFAS No. 144, "Accounting for the mpairment or Disposal of Long-Lived Assets’ ("SFAS 144").

SFAS 141 addresses financial accounting and reporting for business combinations. Under SFAS 141, all business combinations initiated after
June 30, 2001 arerequired to be accounted for using the purchase method of accounting. Among other provisions, SFAS 141 establishes
specific criteriafor the recognition of intangible assets separate from goodwill acquired in a purchase business combination. Although SFAS
141 supersedes Accounting Principles Board ("APB") Opinion No. 16, "Business Combinations,” and SFAS No. 38, "Accounting for
Preacquisition Contingencies of Purchased Enterprises," it does not change many of their provisions relatingto the application of the purchase
method. The Company hashistorically accounted for business combinations using the purchase method and, therefore, SFAS No. 141 is not
expected to have amaterial impact on the Company.

SFAS 142 addresses thefinancia accounting and reporting for acquired goodwill and other intangible assets and supersedes APB Opinion No.
17, "Intangible Assets." SFAS 142 addresses thefinancial accounting and reporting for intangible assetsacquired individually or witha group
of other assets (excluding those acquired in a business combination) at acquisition and also addresses thefinancial accounting and reporting for
goodwill and other intangible assets subsequent to their acquisition. Under SFAS 142, anintangible asset will be amortized over its useful life
unlessthat lifeis determined to be indefinite. Goodwill and other intangible assets with indefinite lives will be tested for impairment at least
annually.

22
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The Company adopted SFAS 142 effective October 1, 2001. Although there is no effect on the Company's cash flows, the Company's
amortization expensein Fiscal 2001 would have been approximately $25.2 million lower, and its net income approximately $14.0 million
higher (after adjusting for the minority interests in AmeriGas Partners), if SFAS 142 had been effective October 1, 2000.

SFAS 142 requiresthe Company to test goodwill for impairment within six months of adoption. Based upon thefair value of AmeriGas
Partners, we do not believe the Partnership's goodwill isimpaired. We have not yet completed the evaluation of theimpact, if any, of the
goodwill impairment provisions of SFAS 142 on our other reporting units.

SFAS 143 addresses financia accounting and reporting for legal obligations associated with theretirement of tangiblelong-lived assets and the
associated asset retirement costs. SFAS 143 requires that the fair value of aliability for an asset retirement obligation be recognized in the
period in which it isincurred witha corresponding increase in the carrying value of the related asset. Entities shall subsequently charge the
retirement cost to expense using asystematic and rational method over the related asset's useful life and adjust the fair value of the liability
resulting from the passage of time through charges to interest expense. The Company is required to adopt SFAS 143 effective October 1, 2002.
The Company is currently in the process of evaluating the impact SFAS 143 will have onits financial condition and results of operations.

SFAS 144 supersedes SFAS No. 121, "Accounting for the Impairment of Long-Lived Assetsand for Long-Lived Assetsto be Disposed Of"
("SFAS 121"), and the accounting and reporting provisions of APB No. 30, "Reporting the Results of Operations-Reporting the Effects of
Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Eventsand Transactions,” as it relates to the
disposal of a segment of abusiness. SFAS 144 establishes a single accounting model for long-lived assets to be disposed of based upon the
framework of SFAS 121, and resolves significant implementation issues of SFAS

121. SFAS 144 is effective for the Company October 1, 2002. The Company believes that the adoption of SFAS 144 will not have a material
impact onits financial position or results of operations.

FORWARD-LOOKING STATEMENTS

Information contained in this Financial Review and elsewherein this Annual Report may contain forward-looking statementswithinthe
meaning of Section 27A of the SecuritiesAct of 1933 and Section 21E of the Securities Exchange Act of 1934. Such statements use
forward-looking wordssuch as "believe," "plan," "anticipate," "continue," "estimate," "expect," "may," "will," or other similar words. These
statements discuss plans, strategies, events or developmentsthat we expect or anticipate will or may occur in the future.

A forward-looking statement may include a statement of the assumptions or bases underlying the forward-looking statement. We believe that
we have chosen these assumptions or bases in good faith and that they are reasonable. However, we caution you that actual results almost
always vary from assumed facts or bases, and the differences between actual results and assumed facts or bases can be material, depending on
the circumstances. When considering forward-looking statements, you should keep in mind the following important factors which could affect
our future resultsand could cause those resultsto differ materially from those expressed in our forward-looking statements: (1) adverse weather
conditions resulting in reduced demand; (2) price volatility and availability of propane, oil, electricity, and natural gas and the capacity to
transport to market areas; (3) changes in lawsand regulations, including safety, tax and accounting matters; (4) competitive pressures from the
same and alternative energy sources; (5) liability for environmental claims; (6) customer conservation measures and improvementsin energy
efficiency and technology resulting in reduced demand; (7) adverse labor relations; (8) large customer defaults; (9) liability for personal injury
and property damage arising from explosions and other catastrophic eventsresulting from operating hazards and risks incidental to generating
and distributing electricity and transporting, storing and distributing natural gasand propane including liability in excess of insurance coverage;
(10) palitical, regulatory and economic conditions in the United States and in foreign countries; (11) interest rate fluctuations and other capital
market conditions, including foreign currency rate fluctuations;

(12) reduced distributions from subsidiaries; and (13) the timing and success of the Company's effortsto develop new business opportunities.

These factors are not necessarily all of theimportant factorsthat could cause actual resultsto differ materially from those expressed in any of
our forward-looking statements. Other unknown or unpredictable factors could also have material adverse effects on future results. We
undertake no obligation to update publicly any forward-looking statement whether as a result of new information or future events.
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REPORT OF MANAGEMENT

The Company's consolidated financial statements and other financial information contained in thisAnnual Report are prepared by management,
whichis responsible for their fairness, integrity and objectivity. The consolidated financial statements and related information were prepared in
accordance withaccounting principles generally accepted in the United States and include amounts that are based on management's best
judgments and estimates.

The Company maintains a system of internal controls. Management believes the system provides reasonable assurance that assetsare
safeguarded and that transactions are executed in accordance with management's authorization and are properly recorded to permit the
preparation of reliable financial information. There are limitsin all systems of internal control, based on therecognition that the cost of the
system should not exceed the benefits to be derived. We believe that the Company'sinternal control system is cost effective and provides
reasonabl e assurance that material errors or irregularitieswill be prevented or detected within atimely period. The interna control systemand
compliance therewith are monitored by the Company's internal audit staff.

The Audit Committee of the Board of Directors is composed of three members, none of whom is an employee of the Company. This Committee
isresponsible for overseeing thefinancial reporting process and the adequacy of controls, and for monitoring the independence of the
Company'sindependent public accountants and the performance of theindependent accountants and internal audit staff. The Committee
recommends to the Board of Directors the engagement of the independent public accountantsto conduct the annual audit of the Company's
consolidated financia statements. The Committeeis also responsible for maintaining direct channels of communication between the Board of
Directors and both theindependent public accountants and internal auditors.

The independent public accountants, who are appointed by the Board of Directorsand ratified by the shareholders, perform certain procedures,
including an evaluation of internal controls to the extent required by auditing standards generally accepted in the United States, in order to
express an opinion on the consolidated financial statements and to obtain reasonable assurance that such financial statementsare free of
material misstatement.

/sl Lon R G eenberg

Lon R G eenberg
Chi ef Executive Oficer

/s/ Anthony J. Mendicino

Ant hony J. Mendi ci no
Chief Financial Oficer

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF UGI CORPORATION:

We have audited the accompanying consolidated balance sheets of UGI Corporation and subsidiaries asof September 30, 2001 and 2000, and
the related consolidated statements of income, stockholders equity and cash flows for each of thethree yearsin the period ended September 30,
2001. These financial statements are theresponsibility of the Company's management. Our responsibility isto express anopinion on these
financial statementsbased on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether thefinancial statements arefree of material misstatement. An audit includes
examining, on atest basis, evidence supporting the amounts and disclosuresin thefinancial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financia statement presentation.
We believe that our audits provide a reasonable basis for our opinion.
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In our opinion, the consolidated financial statementsreferred to above present fairly, in al material respects, the consolidated financial position
of UGI Corporation and subsidiaries as of September 30, 2001 and 2000, and theresults of their operations andtheir cash flows for each of the
three years in the period ended September 30, 2001, in conformity with accounting principles generally accepted in the United States.

Asexplained in Notes 1 and 3 to the financia statements, effective October 1, 2000, the Partnership changed its methods of accounting for tank
installation costs and nonrefundabl e tank fees and the Company adopted the provisions of SFAS No. 133.

/sl Arthur Andersen LLP

Phi | adel phi a, Pennsyl vani a
Novenber 16, 2001
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CONSOLIDATED STATEMENTS OF INCOME
(Millions of dollars, except per share amounts)

REVENUES

Aneri Gas Propane

ud Uilities

I nternational Propane
Energy Services and ot her

COSTS AND EXPENSES

Aneri Gas Propane cost of sales

UG Uilities - gas, fuel and purchased power
International Propane cost of sales

Energy Services and other cost of sales
Operating and admi ni strative expenses

Uility taxes other than income taxes

Depreci ation and anortization

Provision for exit costs - Hearth USA(TM

O her income, net

OPERATI NG | NCOVE

Merger fee incone and expenses, net

I nterest expense

Mnority interests in Ameri Gas Partners

I NCOVE BEFORE | NCOVE TAXES, SUBSI DI ARY PREFERRED STOCK DI VI DENDS

AND ACCOUNTI NG CHANGES
| nconme t axes

Dividends on UJd Uilities Series Preferred Stock

I ncome before accounting changes
Currul ative effect of accounting changes, net

NET | NCOVE

EARNI NGS PER COMMON SHARE

Basi c:
I ncome before accounting changes
Cumul ative effect of accounting changes, net
Net i ncone

Di | uted
I ncome before accounting changes
Cumul ative effect of accounting changes, net
Net incone

AVERAGE COVMON SHARES QUTSTANDI NG (M LLI ONS)
Basi ¢

Di | uted

See accompanying notes to consolidated financial statements.

T Inr |
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Year Ended Septenber
2001 2000
$ 1,418.4 $ 1,120.1
584.7 436.9
50.9 50.5
414.1 154. 2
2,468.1 1,761.7
836.0 628. 3
374.8 218.1
28.4 29.7
382.2 145.5
517.8 461.2
9.2 17.1
105. 2 97.5
8.5 --
(21.4) (26.9)
2,240.7 1,570.5
227. 4 191.2
(104.8) (98.5)
(23.6) (6.3)
99.0 86. 4
(45. 4) (40.1)
(1.6) (1.6)
52.0 44. 7
4.5 --
$ 56.5 $ 44.7
$ 1.91 $ 1.64
0.17 --
$ 2.08 $ 1.64
$ 1.90 $ 1.64
0.16 --
$ 2.06 $ 1.64
27.163 27.219
27.373 27. 255

EDGAR Online, Inc.




CONSOLIDATED BALANCE SHEETS
(Millions of dollars)

ASSETS

CURRENT ASSETS
Cash and cash equival ents

Short-terminvestnents, at cost which approxi nates narket val ue

Accounts receivable (less allowances for doubtful
respectively)

Accrued utility revenues

I nventories

Deferred i ncone taxes

Utility regul atory assets

Prepai d expenses and other current assets

Total current assets

PROPERTY, PLANT AND EQUI PMENT

Aneri Gas Propane

ud Uilities

O her

Accurul at ed depreciation and anortization

Net property, plant and equi pnent

OTHER ASSETS

accounts of $15.6 and $9. 3,

I ntangi bl e assets (less accumul ated anortization of $217.9 and $190. 2,

respectively)
Uility regul atory assets
I nvest ments and ot her assets

Total assets

See accompanying notes to consolidated financial statements.
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Sept enber 30,
2001 2000
$ 87.5 $ 93.9
3.6 7.8
180. 8 165.7
11.1 10.5
128. 6 117. 4
25.2 8.8
-- 7.2
22.1 19.0
458. 9 430
984.0 722. 1
855. 2 857.8
74. 3 72.2
1,913.5 1,652.1
(645.5) (578.9)
1,268.0 1,073.2
672. 4 675.5
56. 2 55.1
94.7 41.7
$2,550.2 $2,275.8
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Sept enber 30,

LI ABI LI TIES AND STOCKHOLDERS' EQUI TY 2001 2000
CURRENT LI ABI LI TI ES
Current maturities of |ong-term debt $ 98.3 $ 85.9
Areri Gas Propane bank | oans -- 30.0
Ud Uilities bank | oans 57.8 100.4
O her bank | oans 10.0 4.3
Account s payabl e 167.0 156. 7
Enpl oyee conpensation and benefits accrued 39.4 26.5
Di vi dends and i nterest accrued 38.4 47. 3
I ncome taxes accrued 11.6 10.3
Deposits and refunds 55.6 39.0
O her current liabilities 89.4 39.0

Total current liabilities 567.5 539.4
DEBT AND OTHER LI ABI LI TI ES
Long-term debt 1,196.9 1,029.7
Def erred i ncone taxes 182. 4 169.9
Deferred investment tax credits 8.8 9.2
Q her noncurrent liabilities 72.8 83.3
Conmi t ments and contingencies (note 13)
M NORI TY | NTERESTS
Mnority interests in Ameri Gas Partners 246.2 177.1

PREFERRED AND PREFERENCE STOCK
UG Wilities Series Preferred Stock Subject to Mandatory

Redenpti on, w thout par val ue 20.0 20.0
Pref erence Stock, wi thout par value (authorized - 5,000,000 shares) - - --

COVWON STOCKHOLDERS' EQUITY
Common St ock, w thout par val ue

(aut hori zed - 100, 000,000 shares; issued - 33,198, 731 shares) 395.0 394.5
Ret ai ned earni ngs (accunul ated deficit) 9.0 (4.9)
Accurrul at ed ot her conprehensive | oss (13.5) --
Unear ned conpensation - restricted stock -- (0.7)

390.5 388.9
Treasury stock, at cost (134.9) (141.7)
Total comon stockhol ders' equity 255. 6 247.2
Total liabilities and stockhol ders' equity $2, 550. 2 $2, 275. 8
27
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CONSOL IDATED STATEMENTS OF CASH FLOWS
(Millions of dollars)

CASH FLOWNS FROM OPERATI NG ACTI VI TI ES
Net i ncone

Reconcile to net cash provided by operating activities:

Depreciation and anorti zation
Cunul ative effect of accounting changes, net
Mnority interests in Aneri Gas Partners

Deferred i ncone taxes, net
Hearth USA(TM shut-down costs
O her, net

Net change in:

Accounts receivable and accrued utility revenues

Inventories and prepaid propane purchases
Deferred fuel costs

Accounts payabl e
QG her current assets and liabilities

Net cash provided by operating activities

CASH FLOAS FROM | NVESTI NG ACTI VI Tl ES
Expenditures for property, plant and equi pnent
Acqui sitions of businesses, net of cash acquired
Short-term investments decrease

Net proceeds from di sposals of assets
Investnents in joint venture entities

O her, net

Net cash used by investing activities

CASH FLOAS FROM FI NANCI NG ACTI VI TI ES

Di vidends on Ud Comon Stock

Di stributions on Partnership public Comobn Units
| ssuance of |ong-term debt

Repaynment of |ong-term debt

Ameri Gas Propane bank | oans increase (decrease)
Ud UWilities bank | oans increase (decrease)

O her bank | oans increase (decrease)

| ssuance of Aneri Gas Partners Conmon Units
Proceeds from sale of Aneri Gas OLP interest

| ssuance of Ud Common Stock

Repur chases of UG Conmon St ock

Net cash provided (used) by financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH

Cash and cash equival ents increase (decrease)
CASH AND CASH EQUI VALENTS:

End of year

Begi nni ng of year

I ncrease (decrease)

senree vl banna 2002,

EDGAR Onl i ne,

Year

Ended Sept enber 30,

I nc.

—



See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY

(Millions of dollars, except per share amounts)

BALANCE SEPTEMBER 30, 1998 $394.3
Net income
Net unrealized gains on available for sale

securities (net of tax of $.03)

Conpr ehensi ve i ncone
Cash di vi dends on Common St ock
($1.47 per share)
Common St ock i ssued:
Enpl oyee and director plans
Di vi dend reinvestnent plan
Common St ock repurchased
I ssuance of restricted stock awards
Anortization of unearned conpensation-
restricted stock awards

oo
SN

BALANCE SEPTEMBER 30, 1999 394.8
Net incone
Recl assification of unrealized gains

on available for sale securities

(net of tax of $.03)

Conpr ehensi ve i ncone
Cash divi dends on Conmon Stock
($1.525 per share)
Common St ock i ssued:
Enpl oyee and director plans (0.
Di vi dend reinvestnent plan (0
Common St ock repurchased
Anmortizati on of unearned conpensati on-
restricted stock awards
BALANCE SEPTEMBER 30, 2000 394.5
Net incone
Cunul ative effect of change in accounting
principle - SFAS No. 133 (net of tax of $4.8)

Net | oss on derivative instrunents
(net of tax of $7.9)
Recl assification of net gains on
derivative instrunments (net of tax of $6.5)

Foreign currency translation adjustnents
(net of tax of $0.1)

Conpr ehensi ve incone
Cash dividends on Common Stock
($1.575 per share)
Common St ock i ssued:
Enpl oyee and director plans 0.3
Di vi dend reinvestnent plan 0.2
Cormmon St ock repur chased
Anortization of unearned conpensation-
restricted stock awards

BALANCE SEPTEMBER 30, 2001 $395.0

Ret ai ned Accunul at ed
Ear ni ngs a her

(Accumul
Def i

See accompanying notes to consolidated financial statements.

EGAF

T Inr |

ated Conpr ehensi ve
cit) I ncone
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Unear ned
Conpensat i on-

Restricted Treasury
St ock St ock
$ -- $ (9.5)
3.4
3.0
(133.1)

(2.1)

0.4
(1.7) (136.2)
1.5
2.6
(9.6)

1.0
(0.7) (141.7)
5.5
2.3
(1.0)

0.7
$ -- $(134.9)

Inc.




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Millions of dollars, except per share amounts and whereindicated otherwise)
NOTE 1- ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION. UGI Corporation ("UGI") isaholding company that owns and operates natural gas and electric utility, propane distribution,
energy marketing and related businessesin the United States. Through foreign subsidiaries and joint-venture affiliates, UGI also distributes
propane in Austrig, the Czech Republic, Slovakia, France and China

Our utility business is conducted through our wholly owned subsidiary, UGI Utilities, Inc. ("UGI Utilities"). UGI Utilitiesownsand operates a
natural gas distribution utility ("Gas Utility") in parts of eastern and southeastern Pennsylvaniaand an electricity distribution and electricity
generation business (collectively referred to as "Electric Utility") in northeastern Pennsylvania. We refer to Gas Utility and Electric Utility
together as "Utilities."

We conduct anational propane distribution business through AmeriGas Partners, L.P. ("AmeriGas Partners') and its principal operating
subsidiaries AmeriGas Propane, L.P. ("AmeriGas OLP") and AmeriGas Eagle Propane, L.P. ("Eagle OLP"). AmeriGas Partners, AmeriGas
OLP and Eagle OLP are Delawarelimited partnerships. UGI's wholly owned second-tier subsidiary AmeriGas Propane, Inc. (the "General
Partner") serves as the general partner of AmeriGas Partners and AmeriGas OLP. AmeriGas OLP and Eagle OLP (collectively referred to as
"the Operating Partnerships') comprise the largest retail propane distribution business in the United States serving residential, commercial,
industrial, motor fuel and agricultural customersfrom locations in 46 states. Werefer to AmeriGas Partners and its subsidiaries together as "the
Partnership" and the General Partner and its subsidiaries, including the Partnership, as "AmeriGas Propane.”

At September 30, 2001, the General Partner and its wholly owned subsidiary Petrolane Incorporated ("Petrolane,” a predecessor company of
AmeriGas OLP) collectively held a 1% general partner interest and a’51.3% limited partner interest in AmeriGas Partners, and effective 52.8%
and 52.7% ownership interests in AmeriGas OLP and Eagle OLP, respectively. Our limited partnership interest in AmeriGas Partners
comprises 14,283,932 Common Units and 9,891,072 Subordinated Units. The remaining 47.7% interest in AmeriGas Partners comprises
22,477,307 publicly held Common Units representing limited partner interests. On October 5, 2001, subsequent to year end, AmeriGas Partners
sold 350,000 Common Units to the General Partner. On December 11, 2001, AmeriGas Partners sold anadditional 1,843,047 Common Unitsin
an underwritten public offering. After these transactions, we held effective 51.2% and 51.1% ownershipinterests in AmeriGas OLP and Eagle

OLP, respectively.

The Partnership has no employees. Employeesof the General Partner conduct, direct and manage the activities of AmeriGas Partners and
AmeriGas OLP. The General Partner a so provides management and administrative services to AmeriGas Eagle Holdings, Inc., the general
partner of Eagle OLP, under a management services agreement. The General Partner is reimbursed for direct and indirect expensesincurred on
behalf of the Partnership including all General Partner employee compensation costs and a portion of UGI employee compensation and
administrative costs. Although the Partnership's operating income represents a significant portion of our consolidated operating income, the
Partnership's impact on our consolidated net income is considerably less due to (1) the Partnership's significant minority interest; (2) higher
relative interest charges; and (3) a higher effective incometax rate associated with the Partnership's pre-tax income.

Our wholly owned subsidiary UGI Enterprises, Inc. ("Enterprises’) conducts an energy marketing business primarily in the Middle Atlantic
region of the United States through its wholly owned subsidiary, UGI Energy Services, Inc. ("Energy Services'). Through other subsidiaries,
Enterprises (1) ownsand operates a propane distribution businessin Austria, the Czech Republic and Slovakia ("FLAGA"); (2) owns and
operates a heating, ventilation and air-conditioning service businessin the Middle Atlantic states ("HVAC"); and (3) participatesin propane
joint-venture businesses in France and China.

UGI isexempt from registration asa holding company and is not otherwise subject to regulation under the Public Utility Holding Company Act
of 1935 except for acquisitions under Section 9(a)(2). UGI is not subject to regulation by the Pennsylvania Public Utility Commission ("PUC").

CONSOLIDATION PRINCIPLES. The consolidated financial statementsinclude the accounts of UGI and its majority-owned subsidiaries. We
eliminate all significant intercompany accounts and transactions when we consolidate. We report the public's limited partner interests in the
Partnership as minority interests. Investmentsin entities in whichwe own 50 percent or lessand in which we exercise significant influence over
operating and financial policies are accounted for by the equity method.

RECLASSIFICATIONS. We have reclassified certain prior-period balances to conform with the current period presentation.

USE OF ESTIMATES. We make estimates and assumptions when preparing financial statementsin conformity with accounting principles
generally accepted in the United States. These estimates and assumptions affect the reported amounts of assetsand liabilities, revenues and
expenses, as well as the disclosure of contingent assetsand liabilities. Actual results could differ from theseestimates.

REGULATED UTILITY OPERATIONS. Gas Utility and Electric Utility's electricity distribution business are subject to regulation by the
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PUC. We account for all of our regulated Gas Utility and Electric Utility operations in accordance with Statement of Financial Accounting
Standards ("SFAS") No. 71, "Accounting for the Effects of Certain Types of Regulation” ("SFAS 71"). SFAS 71 requires usto record the
effects of rate regulation in the financia statements. If a separable portion of Gas Utility or Electric Utility no longer meetsthe provisions of
SFAS 71, we are required to eliminate the financial statement effects of regulation for that portion of our operations.

On June 29, 2000, the PUC entered its order ("Gas Restructuring Order") in Gas Utility's restructuring plan filed by Gas Utility pursuant to
Pennsylvania's Natural Gas Choice and Competition Act (" Gas Competition Act"). Based upon the provisions of the Gas Restructuring Order
and the Gas Competition Act, we believe Gas Utility's regulatory assets continue to satisfy the criteriaof SFAS

71. For further information on theimpact of the Gas Competition Act and Pennsylvanias Electricity Customer Choice Act ("Electricity Choice
Act"), see Note 4.
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DERIVATIVE INSTRUMENTS. Effective October 1, 2000, we adopted SFAS No. 133, "Accounting for Derivative Instruments and Hedging
Activities' ("SFAS 133"). SFAS 133, as amended, establishes accounting and reporting standards for derivative instrumentsand for hedging
activities. It requires that all derivative instruments be recognized as either assets or liabilitiesand measured at fair value. The accounting for
changesin fair value depends upon the purpose of the derivative instrument and whether it is designated and qualifies for hedge accounting. To
the extent a derivative instrument qualifies and is designated as a hedge of thevariability of cash flowsassociated witha forecasted transaction
("cash flow hedge"), theeffective portion of thegain or loss on such derivative instrument is generally reported in other comprehensive income
and the ineffectiveportion, if any, isreported in net income. Such amounts reported in other comprehensive income arereclassified into net
income whenthe forecasted transaction affects earnings. If a cash flow hedgeis discontinued because it is probable that the forecasted
transaction will not occur, the net gain or lossisimmediately reclassified into netincome. To the extent derivative instrumentsqualify and are
designated as hedges of changesin the fair value of an existing asset, liability or firm commitment ("fair value hedge"), the gain or loss onthe
hedging instrument is recognized in earnings along with changesin thefair value of the hedged asset, liability or firm commitment attributable
to the hedged risk.

The adoption of SFAS 133 resulted in an after-tax cumulative effect charge to net income of $0.3 million and an after-tax cumulative effect
increase to accumulated other comprehensive incomeof $7.1 million. The increase in accumulated other comprehensiveincome is attributable
to net gainson derivative instruments designated and qualifying as cash flow hedges on Octaber 1, 2000.

Prior to the adoption of SFAS 133, gains or losses on derivative instruments associated withforecasted transactions generally were recorded in
net incomewhen the forecasted transactions affected earnings. If it became probable that the original forecasted transactions would not occur,
we immediately recognized in net incomeany gainsor losses on the derivative instruments.

For adetailed description of the derivative instruments we use, our objectives for using them, and related supplemental information required by
SFAS 133, see Note 14.

CONSOLIDATED STATEMENTS OF CASH FLOWS. We define cash equivaents asall highly liquid investments with maturities of three
months or less when purchased. We record cash equivalentsat cost plus accrued interest, which approximates market value. We paid interest
totaling $103.9 million in 2001, $96.9 million in 2000, and $84.6 million in 1999. We paid incometaxes totaling $43.0 million in 2001, $26.6
million in 2000, and $36.2 million in 1999.

REVENUE RECOGNITION. We recognize revenues from the sale of propane and related equipment and supplies principally when shipped or
delivered to customers. We record Utilities regulated revenuesfor service provided to theend of each monthwhich includesan accrual for
certain unbilled amounts based upon estimated usage. We reflect Utilities rate increases or decreasesin revenuesfrom effective dates permitted
by the PUC. Energy Services records revenueswhen product is delivered to customers.

Effective October 1, 2000, the Partnership applied the provisions of the Securitiesand Exchange Commission Staff Accounting Bulletin No.
101 entitled "Revenue Recognition” ("SAB 101") with respect to its annually billed nonrefundable tank fees. Under the new accounting
method, revenues from such feesare recorded on a straight-line basis over one year. Prior to the changein accounting, such revenues were
recorded whenbilled. For amoredetailed description of this change in accounting and its impact on our results, see Note 3.

INVENTORIES AND PREPAID PROPANE PURCHASES. Our inventories arestated at the lower of cost or market. We determine cost
principally on an average or first-in, first-out ("FIFO") method except for appliancesfor which we usethe specific identification method.

From time to time the Partnership entersinto contracts withcertain suppliersrequiring it to prepay all or a portion of the purchase price of a
fixed volume of propane for future delivery. These prepayments are included in prepaid expenses and other current assets in the Consolidated
Balance Sheets.

EARNINGS PER COMMON SHARE. Basic earnings per share are based on the weighted-average number of common shares outstanding.
Diluted earnings per shareinclude the effects of dilutive stock options and awards. Inthe following table, we present the sharesused in
computing basic and diluted earnings per share for 2001, 2000 and 1999:
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2001

Denomi nator (millions of shares):
Average common shares

out standing for basic conputation 27.163
31. 954
I ncremental shares issuable for stock
opti ons and awards 0. 210
0. 062

Aver age common shares outstanding for
di luted conputation 27.373
32.016

31

swneet ox B asim 2002, EDGAR Onl i ne,

I nc.

2000 1999

INCOME TAXES. AmeriGas Partners and the Operating Partnerships are not directly subject to federal income taxes. Instead, their taxable
income or loss is alocated to theindividual partners. We record incometaxes on our share of (1) the Partnership's current taxable income or
loss and (2) the difference between the book and tax basis of the Partnership's assets and liabilities. The Operating Partnerships have

subsidiaries which operate in corporate formand are directly subject to federal income taxes.

UG Utilities regulated operations record deferred income taxes in the Consolidated Statements of Income resulting from the use of accelerated
depreciation methods based upon amounts recognized for ratemaking purposes. UGI Utilitiesalso records a deferred tax liability for tax
benefits that are flowed through to ratepayers when temporary differences originate and establishes a regulatory income tax asset for the
probable increase in future revenues that will result when the temporary differences reverse.

We are amortizing deferred investment tax credits related to Utilities' plant additions over the servicelives of the related property. Utilities
reduces its deferred incometax liability for the future tax benefits that will occur when investment tax credits, which arenot taxable, are

amortized. We also reduce the regulatory income tax asset for the probable reduction in future revenues that will result when such deferred
investment tax credits amortize.



NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
(Millions of dollars, except per share amounts and whereindicated otherwise)

PROPERTY, PLANT AND EQUIPMENT AND RELATED DEPRECIATION. The amounts we assign to property, plant and equipment of
businesses we acquire are based upon estimated fair value at date of acquisition. When we retire Utilities plant, we charge itsoriginal cost and
the net cost of itsremoval to accumulated depreciation for financial accounting purposes. When we retire or dispose of other plant and
equipment, we remove from the accounts the cost and accumulated depreciation and include in income any gains or losses.

Werecord depreciation expensefor Utilities' plant on a straight-line method over the estimated average remaining lives of the various classes of
its depreciable property. Depreciation expense as a percentage of the related average depreciable base for Gas Utility was2.6% in 2001 and
2000, and 2.7% in 1999. Depreciation expense asa percentage of therelated average depreciable base for Electric Utility was3.0% in 2001,
3.5%in 2000, and 3.2% in 1999. We compute depreciation expense on plant and equipment associated with our propane operations using the
straight-line method over estimated service lives generally ranging from 15 to 40 years for buildings and improvements; 7 to 30 yearsfor
storage and customer tanks and cylinders; and 5to 10 years for vehicles, equipment, and office furniture and fixtures. Depreciation expense was
$75.7 million in 2001, $69.3 million in 2000, and $63.6 million in 1999.

Effective October 1, 2000, the Partnership changed its method of accounting for costs to install Partnership-owned tanks at customer locations.
Under the new accounting method, all costs to install suchtanks, net of amounts billed to customers, are capitalized and amortized over the
estimated period of benefit not exceeding ten years. For a detailed description of this change in accounting and its impact on our results, see
Note 3.

INTANGIBLE ASSETS. Intangible assets comprise the following at September 30:

2001 2000

Goodwi Il (less accunul ated anortization of $143.9

mllion and $126.6 nillion, respectively) $547. 8 $566. 8
Excess reorgani zati on value (less accumul ated anorti zation

of $68.2 mllion and $60.2 mllion, respectively) 93.3 101.3
O her (less accunul ated anortization of $5.8

mllion and $3.4 mllion, respectively) 31.3 7.4
Total intangible assets $672. 4 $675.5

Substantialy all of our goodwill isaresult of propane purchase business combinations. This goodwill isamortized on a straight-line basis over
40 years. We amortize excess reorganization value (resulting from Petrolane's July 15, 1993 reorganization under Chapter 11 of the U.S.
Bankruptcy Code) on a straight-line basis over 20 years. We amortize other intangible assets, principally customer relationships and covenants
not to compete, over theestimated periods of benefit, which do not exceed fifteen years. Amortization expense of intangible assetswas $27.7
million in 2001, $26.5 million in 2000, and $24.3 million in 1999.

We evaluate the impairment of long-lived assets, including intangibles, whenever events or changesin circumstances indicate that the carrying
amount of such assetsmay not be recoverable. We evaluate recoverability based upon undiscounted future cash flows expected to be generated
by such assets.

STOCK-BASED COMPENSATION. As permitted by SFAS No. 123, "Accounting for Stock-Based Compensation™ ("SFAS 123"), we apply
the provisions of Accounting Principles Board Opinion ("APB™") No. 25, "Accounting for Stock Issued to Employees’ ("APB 25"), in recording
compensation expense for grants of stock, stock options, and other equity instrumentsto employees.

OTHER ASSETS. Included in other assets are net deferred debt issuance costs of $15.9 million at September 30, 2001 and $10.8 million at
September 30, 2000. We are amortizing these costs over theterm of therelated debt.

COMPUTER SOFTWARE COSTS. We include in property, plant and equipment costs associated with computer software we develop or
obtain for usein our businesses. We amortize computer software costs on a straight-line basis over expected periods of benefit not exceeding
ten yearsonce the installed software is ready for itsintended use.

DEFERRED FUEL COSTS. Gas Utility's tariffs contain clauses which permit recovery of certain purchased gascosts ("PGCs'). The clauses
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provide for periodic adjustments for the difference between thetotal amount collected from customers under each clause and the recoverable
costsincurred. We defer the difference between amounts recognized in revenuesand the applicable gas costs incurred until they are
subsequently billed or refunded to customers.

ENVIRONMENTAL LIABILITIES. We accrue environmental investigation and cleanup costswhen it is probable that a liability exists and the
amount or range of amounts can be reasonably estimated. Our estimated liability for environmental contamination is reduced to reflect
anticipated participation of other responsible parties but is not reduced for possible recovery frominsurance carriers. We do not discount to
present value the costs of future expenditures for environmental liabilities. We intend to pursue recovery of any incurred costs through al
appropriate means, including regulatory relief. Gas Utility is permitted to amortize as removal costs site-specific environmental investigation
and remediation costs, net of related third-party payments, associated with Pennsylvaniasites. Gas Utility is currently permittedto includein
rates, through future base rate proceedings, a five-year average of such prudently incurred removal costs.

FOREIGN CURRENCY TRANSLATION. Balance sheetsof international subsidiaries and investmentsin international propane joint ventures
are trandated into U.S. dollars using the exchange rate at the balance sheet date. Income statements and equity method results are trandated into
U.S. dollars using a weighted-average exchange rate for each reporting period. Where thelocal currency isthefunctional currency, trandation
adjustments are recorded in other comprehensive income. Where the local currency is not the functional currency, trandation adjustments are
recorded in netincome.

COMPREHENSIVE INCOME. Comprehensiveincome comprises net income and other comprehensive income (loss). Other comprehensive
income (loss) principally resultsfrom gainsand losses on derivative instruments qualifying as cash flow hedges, unrealized gainsand losses on
available for sale securities, and foreign currency tranglation adjustments. The components of accumulated other comprehensive income (10ss)
at September 30, 1999, 2000 and 2001 follows:
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Derivative Forei gn

Unrealized Instrunents Currency
Gai ns on Gai ns Transl ation
Securities (Losses) Adj ust nent s Tot al
Bal ance - Septenber 30, 1999 $ 0.5 $  -- $  -- $ 0.5
Bal ance - Septenber 30, 2000 $ -- $  -- $  -- $ --
Bal ance - Septenber 30, 2001 $ -- $(13.7) $ 0.2 $

(13.5)

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS. The Financial Accounting Standards Board ("FASB") recently issued SFAS
No. 141, "Business Combinations" ("SFAS141"); SFASNo. 142, "Goodwill and Other Intangible Assets’ ("SFAS 142"); SFASNo. 143,
"Accounting for Asset Retirement Obligations' ("SFAS 143"); and SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived
Assets' ("SFAS 144").

SFAS 141 addresses financia accounting and reporting for business combinations. Under SFAS 141, all business combinations initiated after
June 30, 2001 arerequired to be accounted for using the purchase method of accounting. Among other provisions, SFAS 141 establishes
specific criteriafor the recognition of intangible assets separate from goodwill acquired in a purchase business combination. Although SFAS
141 supersedes APB Opinion No. 16, "Business Combinations," and SFAS No. 38, "Accounting for Preacquisition Contingencies of Purchased
Enterprises," it does not change many of their provisions relating to the application of the purchase method. The Company has historically
accounted for business combinations using the purchase method and, therefore, SFAS 141 is not expected to have a material impact on the
Company.

SFAS 142 addresses thefinancia accounting and reporting for acquired goodwill and other intangible assets and supersedes APB Opinion No.
17, "Intangible Assets." SFAS 142 addresses thefinancial accounting and reporting for intangible assetsacquired individually or witha group
of other assets (excluding those acquired in a business combination) at acquisition and also addresses thefinancial accounting and reporting for
goodwill and other intangible assets subsequent to their acquisition. Under SFAS 142, anintangible asset will be amortized over its useful life
unlessthat lifeis determined to be indefinite. Goodwill and other intangible assets with indefinite lives will be tested for impairment at least
annually.

The Company adopted SFAS 142 effective October 1, 2001. Although there is no effect on the Company's cash flows, the Company's
amortization expensein 2001 would have been approximately $25.2 million lower, andits net income approximately $14.0 million higher (after
adjusting for the minority interests in AmeriGas Partners), if SFAS 142 had been effective October 1, 2000.

SFAS 142 requiresthe Company to test goodwill for impairment within six months of adoption. Based upon thefair value of the Partnership,
we do not believe the Partnership's goodwill isimpaired. We have not yet completed the evaluation of the impact, if any, of the goodwill
impairment provisions of SFAS 142 on our other reporting units.

SFAS 143 addresses financia accounting and reporting for legal obligations associated with theretirement of tangiblelong-lived assets and the
associated asset retirement costs. SFAS 143 requires that the fair value of aliability for an asset retirement obligation be recognized inthe
period inwhich it isincurred witha corresponding increase in the carrying value of the related asset. Entities shall subsequently charge the
retirement cost to expense using asystematic and rational method over the related asset's useful life and adjust the fair value of the liability
resulting from the passage of time through charges to interest expense. The Company is required to adopt SFAS 143 effective October 1, 2002.
The Company is currently in the process of evaluating the impact SFAS 143 will have onits financia condition and results of operations.

SFAS 144 supersedes SFAS No. 121, "Accounting for the Impairment of Long-Lived Assetsand for Long-Lived Assetsto be Disposed Of"
("SFAS 121"), and the accounting and reporting provisions of APB Opinion No. 30, "Reporting the Results of Operations - Reporting the
Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions," as it relates
to the disposal of a segment of a business. SFAS 144 establishes a single accounting model for long-lived assets to be disposed of based upon
the framework of SFAS 121, and resolves significant implementationissues of SFAS 121. SFAS 144 is effective for the Company October 1,
2002. The Company believes that the adoption of SFAS 144 will not have amaterial impact onits financial position or results of operations.

NOTE 2- ACQUISITIONS AND INVESTMENTS
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On August 21, 2001, AmeriGas Partners, through AmeriGas OLP, acquired the propane distribution businesses of Columbia Energy Group
("Columbia Propane Businesses') in a series of equity and asset purchases pursuant to the terms of the Purchase Agreement dated January 30,
2001 and Amended and Restated August 7, 2001 (" Columbia Purchase Agreement") by and among Columbia Energy Group ("CEG"),
Columbia Propane Corporation ("Columbia Propane"), Columbia Propane, L.P. ("CPLP"), CP Holdings, Inc. ("CPH"), AmeriGas Partners,
AmeriGas OLP, and the Genera Partner. The acquired businesses comprised the seventhlargest retail marketer of propane in the United States
with annual sales of over 300 million gallons from locations in 29 states. The acquired businesses were principally conducted through Columbia
Propane and its approximate 99% owned subsidiary, CPLP (referred to after the acquisition as "Eagle OLP"). AmeriGas OLP acquired
substantially al of theassets of ColumbiaPropane, including an indirect 1% general partner interest and an approximate 99% limited
partnership interest in Eagle OLP.

The purchase price of the Columbia Propane Businesses consisted of $201.8 million in cash. In addition, AmeriGas OLP agreed to pay CEG
for the amount of working capital, asdefined, in excess of $23 million. The Columbia Purchase Agreement also provided for the purchase by
CEG of limited partnership interests in AmeriGas OLP valued at $50 million for $50 million in cash, which interests were exchanged for
2,356,953 Common Units of AmeriGas Partners having an estimated fair value of $54.4 million. Concurrently with the acquisition, AmeriGas
Partners issued $200 million of 8.875% Senior Notes due 2011, the net proceeds of which werecontributed to AmeriGas OLP to finance the
acquisition of the ColumbiaPropane Businesses, to fund related feesand expenses, and to repay debt outstanding under AmeriGas OLP's Bank
Credit Agreement.
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The purchase price of the Columbia Propane Businesses has been preliminarily allocated to the assetsand liabilities acquired as follows:

Wor ki ng capital $ 23.2
Property, plant and equi pnent 181.4
Custoner relationships and nonconpete agreenents

(estimated useful life of 15 and 5 years, respectively) 21.0
O her assets and liabilities
(1.0)
Tot al $224. 6

The Partnership is currently in the process of completing thereview and determination of thefair value of the Columbia Propane Businesses
assets acquired and liabilities assumed, principally thefair valuesof property, plant and equipment and identifiable intangible assets.
Accordingly, theallocation of the purchase price is subject to revision. The operating results of the Columbia Propane Businesses are included
in our consolidated results from August 21, 2001.

The following table presents unaudited pro formaincome statement and diluted per share datafor 2001 and 2000 asif theacquisition of the
Columbia Propane Businesses had occurred asof the beginning of those years:

2001 2000

Revenues $ 2,838.3 $
2,069.8
I ncome before accounting changes 50.8
39.5
Net income 55.3
39.5
Di | uted earni ngs per share:

I ncone before accounting changes 1.86
1.45

Net incone 2.02
1.45

The pro formaresults of operations reflect the Columbia Propane Businesses' historical operating results after giving effect to adjustments
directly attributable to the transaction that are expected to have acontinuing impact. They are not adjusted for, among other things, the impact
of normal weather conditions, operating synergies and anticipated cost savings. In our opinion, the unaudited pro formaresults are not
indicative of theactual results that would have occurred had the acquisition of the Columbia Propane Businesses occurred as of the beginning
of theyears presented or of future operating results under our management.

On March 27, 2001, UGI France, Inc. ("UGI France"), awholly owned indirect subsidiary of Enterprises, together with Paribas Affaires
Industrielles ("PAI") and Medit Mediterranea GPL, S.r.L. ("Medit"), acquired, through AGZ Holdings ("AGZ"), the stock and certain related
assets of Elf Antargaz, S.A., one of thelargest distributors of liquefied petroleum gas in France (referred to after thetransaction and herein as
"Antargaz"). Prior to the transaction, Antargaz was a subsidiary of Total FinaElf S.A., a French petroleum and chemical company. Under the
termsof the Shareholders' Funding Agreement among UGI France, PAl and Medit, we acquired an approximate 19.5% equity interestin
Antargaz; PAI an approximate 68.1% interest; Medit an approximate 9.7% interest; and certain members of management of Antargaz an
approximate 2.7% interest. PAl isaleading private equity fund manager in Europe and an affiliate of BNP Paribas, one of Europe's largest
commercial and investment banks. Medit isa supplier of logistics servicesto the liquefied petroleum gasindustry in Europe, primarily Italy.

Pursuant to the Shareholders' Funding Agreement, UGI France made a 29.8 million EURO ($26.6 million U.S. dollar equivalent) investment
comprising a 9.8 million EURO investment in shares of AGZ and a20.0 million EURO investment in redeemable bonds of AGZ. The bonds
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are redeemable in the form of additional shares of AGZ on December 31, 2013. Under certain circumstances, the bonds may be redeemed
earlier in the form of additional sharesor in cash. Because webdieve we have significant influence over operating and financial policies of
Antargaz due, in part, to our membership onits Board of Directors, our investment in AGZ shares is being accounted for by the equity method.

During 2001, Energy Services acquired two energy marketing businesses and the Partnership acquired several small propane distribution
businessesfor total cash consideration of $5.4 million. During 2000, the Partnership acquired severa propane distribution businesses, and
Enterprises acquired an HVAC business, for net cash consideration of $65.3 million. The excess of the purchase price over theamount
allocated to the net assets acquired for the 2000 acquisitions was approximately $42 million. During 1999, the Partnership acquired severa
retail propane distribution businesses for net cash consideration of $3.9 million. These acquisitions wererecorded using the purchase method of
accounting. The operating results of these businesses have been included in the consolidated results from their respective dates of acquisition.
The pro forma effect of these transactions was not material to our 2001, 2000 and 1999 results of operations. In addition to these acquisitions,
during 1999 we paid $4.9 million for a 25% equity interest in a propane distribution businessin Nantong, China, which is being accounted for
by the equity method.

On September 21, 1999, Enterprises, through subsidiaries, acquired al of the outstanding stock of FLAGA for net cash consideration of $73.7
million and the assumption of approximately $18 million of debt. The cash purchase price was financed through the issuance of EURO
denominated debt. The acquisition of FLAGA hasbeen accounted for using the purchase method of accounting. The excess of the purchase
price over theamount allocated to the net assetsacquired totaled approximately $58 million. For accounting convenience only, September 30,
1999 wasdeemed to be the acquisition date. Asaresult, the acquisition of FLAGA did not impact our 1999 results of operations.

NOTE 3- CHANGES IN ACCOUNTING

TANK FEE REVENUE RECOGNITION. Inorder to comply with the provisions of SAB 101, effective October 1, 2000, the Partnership
changed itsmethod of accounting for annually billed nonrefundable tank fees. Historically, nonrefundable tank fees for installed
Partnership-owned tankswere recorded as revenue when billed. Under the new accounting method, revenues from such fees are being recorded
on astraight-line basis over one year. As aresult of the new accounting method, on October 1, 2000, we recorded an after-tax charge of $2.1
million representing the cumulative effect of the change in accounting method on prior years. The changein accounting method for
nonrefundable tank fees did not have amaterial impact on reported revenuesin 2001 and would not have materially impacted revenues in 2000
or 1999.
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At September 30, 2001, thedeferred revenue balance relating to nonrefundabl e tank feeswas $6.2 million.

ACCOUNTING FOR TANK INSTALLATION COSTS. EffectiveOctober 1, 2000, the Partnership changed itsmethod of accounting for tank
installation costs which arenot billed to customers. Prior to the changein accounting method, al such costs to install Partnership-owned tanks
at a customer location were expensed as incurred. Under the new accounting method, all such costs, net of amounts billed to customers, are
capitalized and amortized over the estimated period of benefit not exceeding ten years. The Partnership believes that the new accounting
method better matchesthe costs of installing Partnership-owned tanks withthe periods benefited. As aresult of this changein accounting, we
recorded after-tax income of $6.9 million representing the cumulative effect of the changein accounting method on prior years. The effect on
net income from the changein accounting for tank installation costs during the year ended September 30, 2001 was not material.

CUMULATIVE EFFECT OF ACCOUNTING CHANGES AND PRO FORMA DISCLOSURE. The cumulative effect reflected on the 2001
Consolidated Statement of Income and related diluted per share amounts resulting from the above changesin accounting principles, aswell as
the cumulative effect from the adoption of SFAS 133 (see Note 1), comprise the following:

| ncome Diluted

Pr e- Tax Tax Af t er - Tax Ear ni ngs
| ncone (Expense) | ncone (Loss)
(Loss) Benefit (Loss) Per

Shar e

Tank fees $ (3.5 $ 1.4 $ (2.1 $

(0.08)

Tank installation costs 11.3 (4.4) 6.9 0. 25

SFAS 133 (0. 4) 0.1 (0.3)

(0.01)

Tot al $ 7.4 $ (2.9 $ 4.5 $ 0.16

The following table reflects unaudited pro forma net income and net income per share after applying retroactively the changesin accounting for
tank installation costs and nonrefundable tank fees:

As Reported As

Adj ust ed
Year Ended Septenber 30, 2000:

Net income $44.7
$44. 6

Net incone per share - basic $1.64
$1. 64

Net inconme per share - diluted $1. 64
$1. 64
Year Ended Septenber 30, 1999:

Net incone $55.7
$55.9

Net incone per share - basic $1.74
$1.75

Net incone per share - diluted $1.74
$1.75

NOTE 4- UTILITY REGULATORY MATTERS
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GASUTILITY

GASCOMPETITION ACT. OnJune 22, 1999, the Gas Competition Act was signed into law. The purpose of the Gas Competition Act isto
provide all natural gasconsumersin Pennsylvania withthe ability to purchase their gassupplies fromthe supplier of their choice. Under the
Gas Competition Act, local gas distribution companies ("LDCs") may continue to sell gas to customers, and such sales of gas, aswell as
distribution services provided by LDCs, continue to be subject to price regulation by the PUC. Asof January 1, 2000, the Gas Competition Act,
in conjunction with acompanion bill, eliminated the gross receiptstax on salesof gas.

Generaly, LDCswill serveas the supplier of last resort for al residential and small commercial andindustrial customers unlessthe PUC
approves another supplier of last resort. The Gas Competition Act requires energy marketers seeking to serve customersof LDCsto accept
assignment of a portion of the LDC's pipeline capacity and storage contracts at contract rates, thus avoiding the creation of stranded costs. After
July 1, 2002, a natural gas supplier may petition the PUC to avoid such contract release or assignment. However, such petition may be granted
only if theLDC fully recovers thecost of contracts.

On June 29, 2000, the PUC issued the Gas Restructuring Order approving Gas Utility's restructuring plan filed by Gas Utility pursuant to the
Gas Competition Act. Among other things, theimplementation of the Gas Restructuring Order resulted in anincrease in Gas Utility's
core-market base rates effective October 1, 2000. This base rate increase wasdesigned to generate approximately $16.7 million in additional
net annual revenues. The Gas Restructuring Order also provided that effective October 1, 2000, Gas Utility must reduce its PGC rates by an
annualized amount of $16.7 million for thefirst 14 months following the base rate increase.

Beginning December 1, 2001, Gas Utility isrequired to reduce its PGC ratesby anamount equal to themargin it receives from customers
served under interruptible rates to the extent they use capacity contracted by Gas Utility for core-market customers. Asaresult, Gas Utility
expectsthat beginning in Fiscal 2002 operating resultswill be less sensitive to the market prices of alternative fuels and more sensitive to the
effects of heating-season weather.

TRANSFER OF ASSETS. OnMay 24, 2001, the PUC approved Gas Utility's application for approval to transfer its liquefied natural gas
("LNG") and propane air ("LP") facilities, along with related assets, to Energy Services. The associated reduction in Gas Utility'sbase rates,
adjusted for the impact of the transfer on net operating expenses, is not expected to have a material effect on Gas Utility's or the Company's
results of operations. Gas Utility transferred the LNG and LP assets, which are not material to its total assets, on September 30, 2001.

ELECTRICUTILITY

ELECTRIC UTILITY RESTRUCTURING ORDER. On June 19, 1998, the PUC entered its Opinion and Order ("Electricity Restructuring
Order") in Electric Utility's restructuring proceeding pursuant to the Electricity Choice Act. Under theterms of the Electricity Restructuring
Order, commencing January 1, 1999, Electric Utility is authorized to recover $32.5 million in stranded costs (on a full revenue reguirements
basiswhich includes all income and gross receipts taxes) over afour-year period through a Competitive Transition Charge ("CTC") (together
with carrying charges on unrecovered balances of 7.94%) and to charge unbundled rates for
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generation, transmission and distribution services. Stranded costs are electric generation-related coststhat traditionally would be recoverable in
aregulated environment but may not be recoverable in a competitive electric generation market. The recoverable stranded costsinclude $8.7
million for the buy-out of a 1993 power purchase agreement with an independent power producer.

Under the terms of the Electricity Restructuring Order and in accordance with the Electricity Choice Act, Electric Utility generally may not
increase the generation component of prices as long as stranded costs are being recovered through the CTC. This generation ratecap is
expected to extend through September 2002 in the case of Electric Utility's commercial and industrial customers and May 2003 in the case of
Electric Utility'sresidential customers. Since January 1, 1999, al of Electric Utility's customers have been permitted to select an aternative
generation supplier. Customerschoosing an aternative supplier receive a "shopping credit." As permitted by the Electricity Restructuring
Order, on October 1, 1999, Electric Utility transferred its electric generation assetsto itswholly owned nonregulated subsidiary, UGI
Development Company ("UGIDC").

FORMATION OF HUNLOCK CREEK ENERGY VENTURES. On December 8, 2000, UGIDC contributed itscoal-fired Hunlock Creek
generating station ("Hunlock") and certain related assets having a net book value of approximately $4.2 million, and $6 million in cash, to
Hunlock Creek Energy Ventures ("Energy Ventures'), agenera partnership jointly owned by usand a subsidiary of Allegheny Energy, Inc.
("Allegheny™). The contribution was recorded at carrying value and no gain was recognized by the Company. Also on December 8, 2000,
Allegheny contributed a newly constructed, gas-fired combustion turbine generator to be operated at the Hunlock site. Under theterms of our
arrangement with Allegheny, each partner is entitled to purchase 50% of the output of the joint venture at cost. Total purchases from Energy
Venturesin 2001 were $8.0 million.

REGULATORY ASSETSAND LIABILITIES

The following regulatory assets and liabilities are included in our accompanying balance sheets at September 30:

2001 2000

Regul atory assets:

I ncome taxes recoverabl e $ 51.8 $
47.7

Power agreenent buy-out 1.3
3.5

O her postretirenent benefits 2.6
2.9

Deferred fuel costs --
7.2

O her 0.5
1.0
Total regulatory assets $ 56.2 $
62.3
Regul atory liabilities:

O her postretirenent benefits $ 4.3 $
4.0

Deferred fuel costs 2.8
Total regulatory liabilities $ 7.1 $
4.0

NOTE 5- DEBT

peres e SO irsssn 2002, EDGAR Online. I nc.




Long-term debt comprisesthe following at September 30:

2001 2000
AVERI GAS PROPANE:
Amreri Gas Partners Senior Notes:
8.875% due May 2011 $ 200.0 $ --
10% due April 2006 (less unanortized
di scount of $0.3, effective rate - 10.125% 59. 7 --
10. 125% due April 2007 100.0 100.0

Amreri Gas OLP First Mrtgage Notes:
Series A 9.34% - 11.71% due April 2001 through
April 2009 (including unanortized prem um of
$9.2 and $10.6, respectively, effective rate - 8.91% 189.2 208. 6
Series B, 10.07% due April 2001 through April 2005
(i ncluding unanortized premium of $3.9 and $5.9,

respectively, effective rate - 8.74% 163.9 205.9
Series C, 8.83% due April 2003 through April 2010 110.0 110.0
Series D, 7.11% due March 2009 (i ncluding

unanortized prem um of $2.4 and $2.7,

respectively, effective rate - 6.52% 72.4 72.7
Series E, 8.50% due July 2010 (including unanortized

prem um of $0.2, effective rate - 8.47% 80. 2 80. 2

Ameri Gas OLP Acquisition Facility 20.0 70.0

Q her 10.5 9.8

Total Ameri Gas Propane 1, 005.9 857.2

ud UTILITIES:

Medi um Ter m Not es:
7.25% Not es, due Novenber 2017 20.0 20.0
7.17% Not es, due June 2007 20.0 20.0
6.17% Not es, due March 2001 -- 15.0
7.37% Not es, due Cctober 2015 22.0 22.0
6. 73% Not es, due Cctober 2002 26.0 26.0
6. 62% Not es, due May 2005 20.0 20.0
7.14% Not es, due Decenber 2005 (i ncluding

unanortized prem um of $0.5, effective rate - 6.64% 30.5 --

7.14% Not es, due Decenber 2005 20.0 - -
6. 50% Seni or Notes, due August 2003

(Il ess unanortized di scount of $0.1) 49.9 49.9
Total UG Wilities 208. 4 172.9
OTHER:
FLAGA EURO Not e, due Septenber 2001 through

Sept enber 2006 62.7 65.5
FLAGA EURO special purpose facility 10. 7 11.9
Q her 7.5 8.1
Total |ong-term debt 1,295.2 1,115.6
Less current nmaturities (98. 3) (85.9)
Total long-term debt due after one year $1,196.9 $1,029.7
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Long-term debt duein fiscal years 2002 to 2006 follows:

2002 2003 2004 2005
2006
Areri Gas Propane $87.2 $60. 7 $57.5 $57.0
$174.8
Ud Uilities - 76.0 - 20.0
50.0
QO her 11.1 16.7 9.9 15.7
0.8
Tot al $98. 3 $153. 4 $67. 4 $92. 7
$225. 6

AMERIGAS PROPANE

AMERIGAS PARTNERS SENIOR NOTES. The 10% Senior Notes generally cannot be redeemed at our option prior to their maturity. The
8.875% Senior Notes generally cannot be redeemed prior to May 20, 2006. A redemption premium applies thereafter through May 19, 2009.
However, prior to May 20, 2004, AmeriGas Partners may use the proceeds of a public offering of Common Unitsto redeem up to 33% of the
8.875% Senior Notes at 108.875% plus accrued and unpaid interest. The 10.125% Senior Notesare redeemable prior to their maturity date. A
redemption premium applies until April 15, 2004. AmeriGas Partners may, under certain circumstances following the disposition of assets or a
change of control, be required to offer to prepay the Senior Notes.

AMERIGAS OLP FIRST MORTGAGE NOTES. AmeriGas OLP's First Mortgage Notes are collateralized by substantially all of its assets. The
General Partner and Petrolane are co-obligors of the Series A, B, and C First Mortgage Notes, and the General Partner is co-obligor of the
Series D and E First Mortgage Notes. AmeriGas OL P may prepay the First Mortgage Notes, inwholeor in part. These prepayments includea
make whole premium. Following the disposition of assets or a change of control, AmeriGas OLP may be required to offer to prepay the First
Mortgage Notes, in wholeor in part.

AMERIGAS OLP BANK CREDIT AGREEMENT. AmeriGas OLP's Bank Credit Agreement consists of (1) a Revolving Credit Facility and
(2) an Acquisition Facility. AmeriGas OLP's obligations under the Bank Credit Agreement are collateralized by substantially al of its assets.
The General Partner and Petrolane are co-obligors of amounts outstanding under the Bank Credit Agreement.

Under the Revolving Credit Facility, AmeriGas OLP may borrow up to $100 million (including a $35 million sublimit for letters of credit)
subject to restrictions in the AmeriGas Partners Senior Notesindenture (see "Restrictive Covenants' below). The Revolving Credit Facility may
be used for working capital and general purposes of AmeriGas OLP. The Revolving Credit Facility expires September 15, 2002, but may be
extended for additional one-year periods with the consent of the participating banks representing at least 80% of the commitments thereunder.
The Revolving Credit Facility permits AmeriGas OLP to borrow at various prevailing interest rates, including the Base Rate, defined as the
higher of the Federal FundsRate plus 0.50% or the agent bank'sreference rate (6.00% at September 30, 2001), or at two-week, one-, two-,
three-, or six-month offshore interbank offering rates ("IBOR"), plus a margin. The margin on IBOR borrowings (which rangesfrom 0.50% to
1.75%) and the Revolving Credit Facility commitment fee rate are dependent upon AmeriGas OLP's ratio of funded debt to earnings before
interest expense, incometaxes, depreciation and amortization ("EBITDA"), each as defined in the Bank Credit Agreement. There wereno
borrowings outstanding under the Revolving Credit Facility at September 30, 2001. AmeriGas OLP had borrowings under the Revolving Credit
Facility totaling $30 million at September 30, 2000, which we classify as bank loans. The weighted-average interest rates on the bank loans
outstanding as of September 30, 2000 was 8.11%. Issued outstanding letters of credit under the Revolving Credit Facility totaled $9.5 million
and $1.5 million at September 30, 2001 and 2000, respectively.

The Acquisition Facility provides AmeriGas OLP with the ability to borrow up to $75 million to financethe purchase of propane businesses or
propane business assets. In addition, up to $30 million of the Acquisition Facility may be used for working capital purposes. The Acquisition
Facility operates asarevolving facility through September 15, 2002, at which time amounts then outstanding will be immediately due and
payable. The Acquisition Facility permits AmeriGas OLPto borrow at thebase rate or at two-week, one-, two-, three-, or six-month IBOR, plus
amargin. The margin on IBOR borrowings and the Acquisition Facility commitment fee rate are dependent upon AmeriGas OLP's ratio of
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funded debt to EBITDA, as defined. The weighted-average interest rates on Acquisition Facility loans outstanding were 4.08% and 8.12% as of
September 30, 2001 and 2000, respectively.

GENERAL PARTNER FACILITY. AmeriGas OLP also has arevolving credit agreement with the General Partner under whichit may borrow
up to $20 million for working capital and general purposes. This agreement is coterminous with, and generally comparable to, AmeriGas OLP's
Revolving Credit Facility except that borrowingsunder the General Partner Facility are unsecured and subordinated to al senior debt of
AmeriGas OLP. Interest rates on borrowings are based upon one-month IBOR. Commitment fees are determined in the same manner as fees
under the Revolving Credit Facility. UGI has agreed to contribute up to $20 million to the General Partner to fund such borrowings.

RESTRICTIVE COVENANTS. The Senior Notes of AmeriGas Partners restrict the ability of the Partnership to, among other things, incur
additional indebtedness, make investments, incur liens, issue preferred interests, prepay subordinated indebtedness, and effect mergers,
consolidations and sales of assets. Under the Senior Notes Indentures, AmeriGas Partners is generally permitted to make cash distributions
equal to available cash, asdefined, as of theend of the immediately preceding quarter, if certain conditions are met. These conditions include:

1. no event of default exists or would exist upon making such distributions and

2. the Partnership's consolidated fixed charge coverage ratio, as defined, is greater than 1.75-to-1.

If the ratio in item 2 above islessthan or equa to 1.75-to-1, the Partnership may make cash distributions in atotal amount not to exceed $24
million lessthe total amount of distributions made during theimmediately preceding 16 fiscal quarters. At September 30, 2001, suchratio was
2.57-to-1.

The Bank Credit Agreement and the First Mortgage Notes restrict theincurrence of additional indebtedness and also restrict
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certain liens, guarantees, investments, loans and advances, payments, mergers, consolidations, asset transfers, transactions with affiliates, sales
of assets, acquisitions and other transactions. They also require theratio of total indebtedness, as defined, to EBITDA, as defined (ca culated on
arolling four-quarter basisor eight-quarter basisdivided by two), to be less than or equal to 5.25-to-1. Inaddition, the Bank Credit Agreement
requires that AmeriGas OLP maintain aratio of EBITDA to interest expense, as defined, of at least 2.25-to-1 on arolling four-quarter basis.
Generaly, as long as no default exists or would result, AmeriGas OLP is permitted to make cash distributions not more frequently than
quarterly in anamount not to exceed available cash, as defined, for the immediately preceding calendar quarter. At September 30, 2001, the
Partnership was in compliance with its financial covenants.

UGI UTILITIES

REVOLVING CREDIT AGREEMENTS. At September 30, 2001, UGI Utilities had revolving credit agreements with four banks providing for
borrowings of up to $97 million. These agreementsexpire at variousdates through June2004. UGI Utilitiesmay borrow at variousprevailing
interest rates, including LIBOR. UGI Utilities pays quarterly commitment fees on these credit lines. UGI Utilities had borrowings under these
agreements totaling $57.8 million at September 30, 2001 and $100.4 million at September 30, 2000, which we classify as bank loans. The
weighted-average interest rates on UGI Utilities bank loans were5.69% at September 30, 2001 and 7.12% at September 30, 2000.

RESTRICTIVE COVENANTS. UGI Utilities credit agreementshave restrictions on suchitems as total debt, working capital, debt service, and
paymentsfor investments. They also require consolidated tangible net worth of at least $125 million. At September 30, 2001, UGI Utilitieshad
not satisfied the minimum working capital requirement under its revolving credit agreements. This default was cured within the thirty day
period allowed under such agreements.

OTHER

FLAGA's EURO note bears interest at arate of 1.25% over one- to twelve-month EURIBOR rates (as chosen by FLAGA from timeto time).
The effective interest rates on the EURO note at September 30, 2001 and September 30, 2000 were 5.42% and 5.71%, respectively. On or after
September 10, 2003, FLAGA may prepay the EURO note, in whole or in part. Prior to March 11, 2005, such prepayments shall be at a
premium. InOctober 2001, an 18.5 million EURO portion of the EURO note was converted to a $16.7 million U.S. dollar denominated
obligation.

At September 30, 2001, FLAGA has EURO loan commitmentsfrom aforeign bank in the form of (1) a 15 million EURO special purpose
facility and (2) a 15 million EURO working capital facility. Borrowings under the FLAGA specia purpose facility can be used to repay certain
debt obligations of FLAGA existing at the acquisition date and for general business purposes. The working capital facility expiresin September
2002, but may be extended with the bank's consent. Loans under the special purpose facility and theworking capital facility bear interest at
market rates. The weighted-average interest rates on FLAGA'sworking capital facility and special purpose facility at September 30, 2001 were
4.75% and 4.79%, respectively. Borrowings under the EURO working capital facility at September 30, 2001 and 2000 totaled $10.0 million
and $4.3 million, respectively, and are classified as bank loans.

The FLAGA EURO note, specia purpose facility and the working capital facility are subject to guarantees of UGI. In addition, under certain
conditions regarding changesin the credit rating of UGI Utilities long-term debt, thelending bank may require UGI to grant additional security
or may accelerate repayment of thedebt prior to itsscheduled maturity.

NOTE 6- INCOME TAXES

Income before income taxes comprises thefollowing:
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1999

Donesti c $ 103.0 $ 93.4 $
100. 5

For ei gn (4.0) (7.0)

Total inconme before inconme taxes $ 99.0 $ 86.4 $
100.5

The provisions for income taxes consist of thefollowing:

2001 2000 1999
Current expense:
Feder al $ 39.2 $ 28.6 $ 29.2
State 11.7 8.3 6.3
Total current expense 50.9 36.9 35.5
Deferred (benefit) expense:
Feder al (2.9) 5.7 6.8
State (1.2) (0.2) 1.3
Forei gn (1.0) (1.9) --
Investnent tax credit anortization (0.4) (0.4)
(0.4)
Total deferred (benefit) expense (5.5) 3.2 7.7
Total incone tax expense $ 45.4 $ 40.1 $ 43.2

A reconciliation from the statutory federal tax rate to our effectivetax rateisas follows:

2001 2000 1999
Statutory federal tax rate 35. 0% 35. 0%
35. 0%
Difference in tax rate due to:
State i ncone taxes, net of federal 7.3 7.5 5.2
Goodwi I | anpbrtization 4.4 5.8 4.6
Q her, net (0.8) (1.9
(1.8)
Effective tax rate 45. 9% 46. 4%
43. 0%
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Deferred tax liabilities (assets) comprise thefollowing at September 30:

2001 2000

Excess book basis over tax basis of property, plant

and equi pnent $ 180.3 $ 172.5
Regul atory assets 23.3 25.6
O her 15.5 13.7
Gross deferred tax liabilities 219.1 211.8
Self-insured property and casualty liability (8.0)
(8.2)
Enpl oyee-rel ated benefits (15.7)
(12.0)
Prenmi um on | ong-term debt (3.2)
(4.4)
Deferred investnment tax credits (3.6)
(3.8)
Hearth USA(TM shut-down costs (3.0) --
Accunul at ed conprehensive | oss (3.7) --
perating | oss carryforwards (7.8)
(6.6)
Al 'l owance for doubtful accounts (2.9)
(2.6)
O her (14.2)
(13.3)
Gross deferred tax assets (62.1)
(50.9)
Deferred tax assets valuation all owance 0.2 0.2
Net deferred tax liabilities $ 157.2 $ 161.1

UGI Utilities had recorded deferred tax liabilities of approximately $33.9 million as of September 30, 2001 and $31.7 million as of September
30, 2000 pertaining to utility temporary differences, principally aresult of accelerated tax depreciation, thetax benefits of which previously
were or will be flowed through to ratepayers. These deferred tax liabilities have been reduced by deferred tax assets of $3.6 million at
September 30, 2001 and $3.8 million at September 30, 2000, pertaining to utility deferred investment tax credits. UGI Utilities had recorded
regulatory income tax assetsrelated to these net deferred taxes of $51.8 million asof September 30, 2001 and $47.7 million as of September
30, 2000. These regulatory income tax assets represent future revenues expected to be recovered through the ratemaking process. We will
recognize this regulatory income tax assetin deferred tax expense asthe corresponding temporary differences reverse and additional income
taxes are incurred.

Foreign net operating loss carryforwards of FLAGA totaled approximately $26.2 million at September 30, 2001. These operating losses have
no expiration date.

NOTE 7- EMPLOYEE RETIREMENT PLANS

DEFINED BENEFIT PENSION AND OTHER POSTRETIREMENT PLANS. We sponsor a defined benefit pension plan ("UGI Utilities
Pension Plan") for employees of UGI, UGI Utilities, and certain of UGI's wholly owned subsidiaries. In addition, we provide postretirement
health care benefits to certain retirees and alimited number of active employees meeting certain age and service requirements, and
postretirement life insurance benefits to nearly all domestic active and retired employees.

The following provides a reconciliation of benefit obligations, plan assets, and funded status of these plans as of September 30:
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Pensi on O her Postretirenent
Benefits Benefits
2001 2000 2001 2000

CHANGE | N BENEFI T OBLI GATI ONS:

Benefit obligations - beginning of year $ 150.9 $ 149.5 $ 19.7 $ 16.8

Servi ce cost 3.1 3.2 0.1 0.1

I nterest cost 12.1 11.8 1.6 1.4

Actuarial (gain) |oss 7.9 (4.4) 1.8 3.0

Benefits paid (8.8) (9.2 (1.9) (1.6)

Benefit obligations - end of year $ 165.2 $ 150.9 $ 21.3 $ 19.7
CHANGE | N PLAN ASSETS:

Fair value of plan assets -

begi nni ng of year $ 223.5 $ 202.1 $ 6.4 $ 4.9

Actual return on plan assets (31.0) 30.6 0.2 0.3

Enpl oyer contributions -- -- 2.2 2.2

Benefits paid (8.8) (9.2 (1.8) (1.0)

Fair value of plan assets - end of year $ 183.7 $ 223.5 $ 7.0 $ 6.4
Funded status of the plans $ 18.5 $ 72.6 $ (14.3) $ (13.3)
Unrecogni zed net actuarial (gain) |oss 4.2 (54.8) (1.4) (3.0)
Unr ecogni zed prior service cost 3.3 4.0 -- --
Unr ecogni zed net transition (asset) obligation (4.6) (6.3) 9.5 10.5
Prepai d (accrued) benefit cost - end of year $ 21.4 $ 15.5 $ (6.2 $ (5.8)
ASSUMPTI ONS AS OF SEPTEMBER 30:
Di scount rate 7. 7% 8.2% 7. 7% 8.2%
Expected return on plan assets 9. 5% 9. 5% 6. 0% 6. 0%
Rate of increase in salary levels 4.5% 4.5% 4.5% 4.5%

Net periodic pension incomeand other postretirement benefit costs include thefollowing components:

Pensi on O her Postretirenent
Benefits Benefits
2001 2000 1999 2001 2000 1999
Servi ce cost $ 3.1 $ 3.2 $ 3.8 $ 0.1 $ 0.1 $ 0.1
I nterest cost 12.1 11.8 11.2 1.6 1.4 1.2
Expected return on assets (18.9) (17.0) (16.3) (0.3) (0.3) (0.2)
Anortization of:
Transition (asset)
obligation (1.6) (1.6) (1.6) 0.9 0.9 0.9
Prior service cost 0.6 6 0.6 -- -- --
Actuarial gain (1.2) -- -- (0.1) (0.2) (0.2)
Net benefit cost (income) (5.9) (3.0) (2.3) 2.2 1.9 1.8
Change in regul atory
assets and liabilities -- -- -- 1.4 1.4 1.7
Net expense (i ncone) $ (5.9 $ (3.0) $ (2.3) $ 3.6 $ 3.3 $ 3.5

Pension plan assetsare held in trust and consist principally of equity and fixed income mutual funds and investment grade corporate and U.S.
government obligations. UGI Common Stock comprised lessthan 5% of trust assets at September 30, 2001 and 2000.
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Pursuant to ordersissued by the PUC, UGI Utilities hasestablished a VVoluntary Employee Benefit Trust ("VEBA™) to pay retiree hedth care
and life insurance benefits and to fund the UGI Utilities postretirement benefit liability. UGI Utilities isrequired to fund its postretirement
benefit obligations by depositing into the VEBA the annual amount of postretirement benefits costs determined under SFAS 106, "Employers
Accounting for Postretirement Benefits Other than Pensions.” The difference between such amounts and amountsincluded in UGI Utilities
ratesis deferred for future recovery from, or refund to, ratepayers. VEBA investmentsconsist principally of money market funds.

The assumed health care cost trend rates are 9% for fiscal 2002, decreasing to 5.5% infiscal 2005. A one percentage point changein the
assumed health care cost trend rate would changethe 2001 postretirement benefit cost and obligation as follows:

1% I ncr ease 1%
Decr ease
Effect on total service and interest costs $0.1
$(0.1)
Ef fect on postretirenment benefit obligation $1.0
$(0.9)

We also sponsor unfunded retirement benefit plansfor certain key employees. At September 30, 2001 and 2000, the projected benefit
obligations of theseplans were not material. We recorded expensefor these plans of $1.2 million in 2001, $0.9 million in 2000, and $1.6
million in 1999.

DEFINED CONTRIBUTION PLANS. We sponsor 401(k) savings plansfor eligible employees of UGI, UGI Utilities, AmeriGas Propane,
HVAC and certain of UGI's other wholly owned domestic subsidiaries. Generally, participants in these plansmay contribute a portion of their
compensation on either a before-tax basis, or on both a before-tax and after-tax basis. These plans also provide for either mandatory or
discretionary employer matching contributions, at various rates. The cost of benefits under the savings planstotaled $6.2 million in 2001, $5.9
million in 2000, and $4.8 million in 1999.

NOTE 8- INVENTORIES

Inventories comprise the following at September 30:

2001
2000
Propane gas $ 54.8 $
47.3
Uility fuel and gases 45. 6
33.6
Materials, supplies and other 28.2
36.5
Total inventories $ 128.6 $
117. 4

NOTE 9- SERIES PREFERRED STOCK

The UGI Series Preferred Stock, including both series subject to and series not subject to mandatory redemption, has 5,000,000 shares
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authorized for issuance. We had no shares of UGI SeriesPreferred Stock outstanding at September 30, 2001 or 2000.

UGI Utilities Series Preferred Stock, including both series subject to and series not subject to mandatory redemption, has 2,000,000 shares
authorized for issuance. The holders of shares of UGI Utilities Series Preferred Stock have the right to elect amajority of UGI Utilities Board
of Directors (without cumulative voting) if dividend paymentson any series are in arrears in an amount equal to four quarterly dividends. This
election right continues until the arrearage hasbeen cured. We have paid cash dividends at the specified annual rates on all outstanding UGI
Utilities SeriesPreferred Stock.

At September 30, 2001 and 2000, UGI Utilities had outstanding 200,000 shares of $7.75 Series cumulative preferred stock. UGI Utilities is
required to establish a sinking fund to redeem on October 1in eachyear, commencing October 1, 2004, 10,000 shares of its $7.75 Series & a
price of $100 per share. The $7.75 Series isredeemable, in wholeor in part, at theoption of UGI Utilities on or after October 1, 2004, at a
price of $100 per share. All outstanding shares of $7.75 SeriesPreferred Stock are subject to mandatory redemption on October 1, 2009, ata
price of $100 per share.

NOTE 10- COMMON STOCK AND INCENTIVE STOCK AWARD PLANS

Common Stock share activity for 1999, 2000 and 2001 follows:

| ssued Treasury
Qut st andi ng
Bal ance Septenber 30, 1998 33,198, 731 (375, 469)
(32, 823, 262)
| ssued:
Enpl oyee and director plans -- 175, 040 175, 040
Di vi dend rei nvestnent plan -- 136, 587 136, 587
Reacquired (a) -- (5, 864, 496)
(5, 864, 496)
Bal ance at Septenber 30, 1999 33,198, 731 (5,928, 338)
(27, 270, 393)
| ssued:
Enpl oyee and director plans -- 62, 525 62, 525
Di vidend rei nvest nent pl an -- 114, 430 114, 430
Reacqui r ed -- (453, 639)
(453, 639)
Balange Sept ember 30, 2000 33,198, 731 (6, 205, 022) 26, 993, 709
| ssued:
Enpl oyee and director plans -- 241, 039 241, 039
Di vidend rei nvest nent pl an -- 98, 812 98, 812
Reacqui r ed -- (37,163)
(37, 163)
Bal ance Septenber 30, 2001 33,198, 731 (5,902, 334) 27,296, 397

(8) On September 7, 1999, pursuant to strategic and financial initiativesannounced on July 28, 1999, werepurchased 4,500,000 shares of
Common Stock through a"Dutch Auction” tender offer for $109.1 million, or $24.25 per share. The repurchased sharesare heldin treasury. In
addition, during 1999, in conjunction with our proposed merger with Unisource (see Note 17), we purchased 1,364,496 shares of Common
Stock for $23.2 million.

STOCK OPTION AND INCENTIVE PLANS. Under UGI's current employee stock option and incentive plans, we may grant options to
acquire shares of Common Stock, or issue shares of restricted stock, to key employees. The exercise pricefor options granted under these plans
may not be lessthan the fair market value on the grant date. Grants of stock options or restricted stock under these plans may vest immediately
or ratably over a period of years, and stock optionsgenerally can be exercised no later than ten yearsfrom the grant date.

Under the 2000 Stock Incentive Plan (2000 Incentive Plan™), up to 1,100,000 shares of Common Stock may be issued in connection with stock
options and grants of restricted stock. However, no more than 500,000 shares of restricted stock may be granted. In addition,
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the 2000 Incentive Plan provides that both option grantsand restricted stock grants may provide for the crediting of Common Stock dividend
equivalents to participants accounts. Dividend equivalents will be paidin cash, and such payments may, at the participants' request, be deferred.
Grants of restricted stock will be contingent upon the achievement of objective performance goals. During 2001, the Company made restricted
stock awardsrepresenting 110,675 shares of UGI Common Stock under the 2000 Incentive Plan.

Under the 1997 Stock Option and Dividend Equivalent Plan ("1997 SODEP Plan"), we may grant options to acquire atotal of 1,500,000 shares
of Common Stock. Certain option grants under the 1997 SODEP Plan provided for the crediting of dividend equivalents subject to UGI's total
shareholder return relative to a peer group of companies during the three-year period ended December 31, 1999. Based upon such performance,
no dividend equivalent paymentswere made.

Under the 1992 Non-Qualified Stock Option Plan, we may grant options to acquireatotal of 500,000 shares of Common Stock to key
employees who do not participate in the 2000 Incentive Plan or the 1997 SODEP Plan.

In addition to these employee incentive plans, UGI may grant options to acquire upto atotal of 200,000 shares of Common Stock to each of
UGI's nonemployee Directors. No Director may be granted options to acquire more than 10,000 shares of Common Stock in any calendar year,
and the exercise price may not be lessthan thefair market value of the Common Stock on the grant date. Generally, al options will be fully
vested on the grant date and exercisable only while therecipient isa Director.

Stock option transactions under all of our plans for 1999, 2000 and 2001 follow:

Aver age
Shar es Option

Price
Shares under option - Septenber 30, 1998 1, 029, 755 $21. 905
G ant ed 231, 806 20. 406
Exerci sed (27, 250) 21.978
Forfeited (18, 750) 21. 152
Shares under option - Septenber 30, 1999 1, 215,561 21.632
G ant ed 794, 750 20. 683
Exerci sed (30, 000) 22.625
Forfeited (96, 667) 22. 302
Shares under option - Septenber 30, 2000 1, 883, 644 21.181
G ant ed 33, 600 25. 875
Exer ci sed (202,673) 20. 807
Shares under option - Septenber 30, 2001 1,714,571 21. 318
Opti ons exercisabl e 1999 984, 061 21.725
Opti ons exerci sabl e 2000 947, 144 21. 696
Opti ons exerci sabl e 2001 1, 100, 904 21.799

For options outstanding as of September 30, 2001, the exercise prices range from $18.625 to $26.250. The weighted-average remaining
contractua lifeof these options is 8.5 years. At September 30, 2001, 1,205,828 shares of Common Stock were available for future option or
restricted stock grants under all of our stock option and incentiveplans.

OTHER STOCK-BASED COMPENSATION PLANS AND AWARDS. Under the AmeriGas

Propane, Inc. 2000 Long-Term Incentive Plan (2000 Propane Plan™), the General Partner may grant to key employees the right to receive a
total of 500,000 AmeriGas Partners Common Units, or cash equivalent to thefair market valueof such Common Units, upon the achievement
of performance goals. Inaddition, the 2000 Propane Plan may provide for thecrediting of Partnership distribution equivalents to participants
accounts. Distribution equivalents will be paid in cash and such payments may, at the participants' request, be deferred. Generally, each grant,
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unless paid, will terminate when the participant ceases to be employed by the Genera Partner. During 2001, the General Partner made awards
under the 2000 Propane Plan representing 41,325 Common Units.

Under the 1997 AmeriGas Propane, Inc. Long-Term Incentive Plan ("1997 Propane Plan"), the General Partner granted to key employees the
right to receive AmeriGas Partners Common Units, or cash generally equivalent to their fair market value, on the payment date. The 1997
Propane Plan also provided for thecrediting of dividend equivalents to participants accounts. The actual number of Common Units (or their
cash equivalent) awarded, and the amount of the distribution equivalent, depended upon the date when the cash generation-based requirements
for early conversion of AmeriGas Partners Subordinated Units weremet. Because such requirements wereachieved at March 31, 1999, 81,226
Common Units were issued, and $1.1 million in cash paymentswere made, in May 1999.

Under the 1997 UGI Corporation Directors Equity Compensation Plan (1997 Directors Plan"), we make annual awardsto our nonemployee
Directors of

(1) "Units," each representing aninterest equivalent to one share of Common Stock, and (2) Common Stock for a portion of their annual
retainer. Directors may also elect to receive the cash portion of their retainer feeand all or aportion of their meeting feesin the form of Units.
The 1997 Directors Plan also provides for the crediting of dividend equivalents in theform of additional Units. Units and dividend equivalents
are fully vested when credited to a Director's account and will be converted to shares of Common Stock and paid upon retirement or termination
of service. Unitsissued relating to annual awards and deferred compensation totaled 11,556, 12,017, and 9,137 in 2001, 2000 and 1999,
respectively. At September 30, 2001 and 2000, there were 53,736 and 53,294 Units, respectively, outstanding.

In June 1999, we awarded 103,000 shares of restricted stock to key executives. These awardsvested in June 2001. During therestriction period,
recipients had the right to vote the shares and to receive dividends.

FAIR VALUE INFORMATION. The per share weighted-average fair value of stock options granted under our option planswas $4.35 in 2001,
$3.76 in 2000, and $2.58 in 1999. These amounts were determined using the Black-Scholes option pricing model, which valuesoptions based
on the stock price at thegrant date, the expected life of the option, the estimated volatility of the stock, expected dividend payments, and the
risk-free interest rate over
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the expected lifeof the option. The assumptions we used for option grantsduring 2001, 2000 and 1999 are as follows:

2001 2000
1999
Expected life of option 6 YEARS 6 years 6
years
Expected volatility 29. 1% 26. 5%
19. 3%
Expected dividend yield 6. 6% 6. 2%
6. 2%
Risk free interest rate 5. 0% 6. 6%
5.9%

We use the intrinsic value method prescribed by APB 25 for our stock-based employee compensation plans. We recognized total stock-based
compensation expense (income) of $2.7 million in 2001, $(0.8) million in 2000, and $1.9 million in 1999. Stock-based compensationincomein
2000 reflects thereversal of $2.1 million of accrued dividend equivalent paymentsrelating to the 1997 SODEP Plan. If we had determined
compensation expense under the fair value method prescribed by SFAS 123, net income and diluted earnings per share for 2001, 2000 and
1999 would have been as follows:

2001 2000

1999
Net earni ngs:

As reported $56.5 $44.7
$55.7

Pro form 55.7 44 2
55. 3
Di | uted earni ngs per share:

As reported $2. 06 $1. 64
$1. 74

Pro forma 2.03 1.62
1.73

STOCK OWNERSHIP POLICY. Under theterms of our Stock Ownership Policy, executives and certain key employees are required to own
UGI Common Stock having afair value equal to approximately 40% to 450% of their base salaries. We offer full recourse, interest-bearing
loans to employees in order to assist them in meeting the ownership requirements. Each loan may not exceed ten yearsand is collateralized by
the Common Stock purchased. At September 30, 2001 and 2000, loans outstanding totaled $4.6 million and $5.2 million, respectively.

NOTE 11- PREFERENCE STOCK PURCHASE RIGHTS

Holders of our Common Stock own one-half of one right (as described below) for each outstanding share of Common Stock. Each right entitles
the holder to purchase one one-hundredth of a share of First Series Preference Stock, without par value, at an exercise price of $120 per one
one-hundredth of a share or, under the circumstances summarized below, to purchase the Common Stock described in thefollowing paragraph.
Therights are exercisable only if a person or group, other than certain underwriters:

1. acquires 20% or more of our Common Stock ("Acquiring Person™) or
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2. announces or commences atender offer for 30% or more of our Common Stock.
We are entitled to redeem therights at five cents per right at any time before theearlier of:
1. the expiration of the rightsin April 2006 or

2. ten daysafter a person or group has acquired 20% of our Common Stock if amgjority of continuing Directors concur and, in certain
circumstances, thereafter.

Each holder of aright, other than an Acquiring Person, is entitled to purchase, at the exercise price of the right, Common Stock having a market
value of twice the exercise price of theright if:

1. an Acquiring Person merges with UGI or engages in certain other transactions withus or
2. aperson acquires 40% or more of our Common Stock.

In addition, if, after UGI (or an Acquiring Person) publicly announces that an Acquiring Person has become such, UGI engagesin a merger or
other business combination transaction in which:

1. we are not the surviving corporation, or
2. we are the surviving corporation, but our Common Stock is changed or exchanged, or

3. 50% or more of our assets or earning power issold or transferred, then each holder of aright isentitled to purchase, at the exercise price of
the right, common stock of the acquiring company having a market value of twice theexercise price of theright.

The rights have no voting or dividend rights and, until exercisable, have no dilutive effect on our earnings.
NOTE 12- PARTNERSHIP DISTRIBUTIONS

The Partnership makes distributions to its partners approximately 45 days after theend of each fiscal quarter in atotal amount equal to its
Available Cash for such quarter. Available Cash generaly means:

1. dl cash onhand at theend of such quarter,
2. plus all additional cash on hand as of the date of determination resulting from borrowings after theend of such quarter,
3. lessthe amount of cash reserves established by the General Partner in itsreasonable discretion.

The General Partner may establish reserves for the proper conduct of the Partnership's business and for distributions during the next four
guarters. In addition, certain of the Partnership's debt agreements requirereserves be established for the payment of debt principal and interest.

Distributions of Available Cash will generally be made 98% to the Common and Subordinated unitholders and 2% to the General Partner. The
Partnership may pay an incentive distribution if Available Cash exceeds the Minimum Quarterly Distribution of $0.55 ("MQD") on al units. If
thereis sufficient Available Cash, the holders of Common Units have the right to receive the MQD, plus any arrearages, before the distribution
of Available Cashto holdersof Subordinated Units. Common Units will not accrue arrearages for any quarter after the Subordination Period (as
defined below), and Subordinated Units will not accrue arrearages for any quarter.
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Pursuant to the Agreement of Limited Partnership of AmeriGas Partners ("Partnership Agreement™), because required cash generation-based
objectives were achieved as of March 31, 1999, atotal of 9,891,074 Subordinated Units held by the General Partner and Petrolane, were
converted into Common Units on May 18, 1999. The remaining outstanding 9,891,072 Subordinated Units, al of whichare held by the General
Partner, are eligible to convert to Common Units on thefirst day after the record date for any quarter ending on or after March 31, 2000 in

respect of which:

1. distributions of Available Cash from Operating Surplus(as defined in the Partnership Agreement) equal or exceed the MQD on each of the
outstanding Common and Subordinated unitsfor each of the four consecutive nonoverlapping four-quarter periods immediately preceding such
date,

2. the Adjusted Operating Surplus(as defined in the Partnership Agreement) generated during both (i) each of thetwo immediately preceding
nonoverlapping four-quarter periods and

(i) theimmediately preceding sixteen-quarter period, equals or exceeds theMQD on each of the Common and Subordinated unitsoutstanding
during those periods, and

3. there are no arrearages on the Common Units.

The ability of the Partnership to attain the cash-based performance and distribution requirements will depend upon a number of factors
including highly seasonal operating results, changesin working capital, asset sales and debt refinancings. Due to the historical quarterly
requirements of the conversion test, the possibility isremote that the Partnership will satisfy the cash-based performance requirementsfor
conversion any earlier thanin respect of the quarter ending September 30, 2002.

NOTE 13- COMMITMENTS AND CONTINGENCIES
We lease various buildings and transportation, computer, and office equipment under operating leases. Certain of our leases contain renewal
and purchase options and also contain escalation clauses. Our aggregate rental expense for such leases was $38.4 million in 2001, $34.1 million

in 2000, and $35.3 million in 1999.

Minimum future payments under operating leases that have initial or remaining noncancelable termsin excess of one year are as follows:

After
2002 2003 2004 2005 2006 2006
Areri Gas Propane $ 34.0 $ 27. 4 $ 22.9 $ 19.3 $ 15.5 $ 35.1
ud Uilities 3.6 3.0 2.6 1.2 0.5 0.4
I nternati onal Propane
and ot her 1.2 0.9 0.5 0.3 0.2 0.3
Tot al $ 38.8 $ 31.3 $ 26.0 $ 20.8 $ 16.2 $ 35.8

Gas Utility has gas supply agreementswith producers and marketers withterms of lessthan oneyear. Gas Utility also has agreements for firm
pipeline transportation and storage capacity, which Gas Utility may terminate at variousdates through 2015. Gas Utility's costs associated with
transportation and storage capacity agreementsare included inits annual PGC filing withthe PUC and are recoverable through PGCrates. In
addition, Gas Utility has short-term gas supply agreements, which permit it to purchase certain of itsgas supply needs on afirm or interruptible
basisat spot market prices.

Electric Utility'sdistribution operations purchase their capacity requirements and electric energy needs under contracts with power producers,
including UGIDC, a partner in Energy Ventures, and on the spot market. Contractswith producers for capacity and energy needs expire at
various dates through December 2002. In high usage months, Electric Utility meets its additional electric power needs through monthly
market-based contracts and through spot purchases at market prices as delivered.

The Partnership entersinto contracts to purchase propane and Energy Services entersinto contracts to purchase natural gas to meet aportion of
their supply requirements. Generally, such contracts have termsof lessthan one year and call for payment based on either fixed prices or market
prices at date of delivery.

The Partnership has succeeded to certain lease guarantee obligations of Petrolane relatingto Petrolane's divestiture of non-propane operations
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before its 1989 acquisition by QFB Partners. Future lease payments under these leases total approximately $25.0 million at September 30,
2001. The leases expire through 2010, and some of them are currently in default. The Partnership hassucceeded to the indemnity agreement of
Petrolane by which Texas Eastern Corporation (" Texas Eastern™), a prior owner of Petrolane, agreed to indemnify Petrolane against any
liabilities arising out of the conduct of businesses that do not relate to, and are not a part of, the propane business, including lease guarantees. In
December 1999, Texas Eastern filed for dissolution under the Delaware General Corporation Law. In May 2001, Petrolane filed a declaratory
judgment action in the Delaware Chancery Court seeking confirmation of Texas Eastern's indemnification obligations and judicia supervision
of Texas Eastern's dissolution to ensure that its indemnification obligations to Petrolane are paid or adequately provided for in accordance with
law. Those proceedings are pending. Notwithstanding the dissolution proceeding, and based on Texas Eastern previously having satisfied
directly defaulted lease obligations without the Partnership's having to honor its guarantee, we believe that the probability that the Partnership
will be required to directly satisfy the lease obligations subject to theindemnification agreementis remote.

Columbia Propane, CPLP, and CPH (collectively, the "Company Parties") agreed to indemnify the former genera partners of National Propane
Partners, L.P. and certain of their affiliates (collectively, "National General Partners') against certain incometax and other losses that the
National General Partners may sustain as aresult of the 1999 acquisition by CPLP of the National Propane business (the "1999 Acquisition™) or
its operation of the business after the 1999 Acquisition.

CEG has agreed to indemnify AmeriGas Partners, AmeriGas OLP, the General Partner (collectively, the "Buyer Parties") and the Company
Parties against any losses that they sustain under the 1999 Acquisition Agreement and related agreements ("L osses"), including claims asserted
by the National General Partners
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("Nationa Claims"), to the extent such claims are based on acts or omissions of CEG or the Company Partiesprior to theacquisition of the
Columbia Propane Businesses by AmeriGas OLP on August 21, 2001 (the "2001 Acquisition"). The Buyer Parties have agreed to indemnify
CEG against Losses, including National Claims, to the extent such claimsare based on acts or omissions of the Buyer Parties or the Company
Parties after the 2001 Acquisition. The Seller and Buyer Parties have agreed to apportion certain losses resulting from a National Claim to the
extent suchlosses result from the 2001 Acquisition itself.

From the late 1800s through the mid-1900s, UGI Utilitiesand its former subsidiaries owned and operated a number of manufactured gas plants
("MGPs") prior to thegeneral availability of natural gas. Some constituents of coal tars and other residues of the manufactured gas process are
today considered hazardous substances under the Superfund Law and may be present on the sites of former MGPs. Between 1882 and 1953,
UG Utilities owned the stock of subsidiary gas companies in Pennsylvaniaand elsewhere and a so operated the businesses of some gas
companies under agreement. Pursuant to the requirements of the Public Utility Holding Company Act of 1935, UGI Utilitiesdivested all of its
utility operations other than those which now constitute Gas Utility and Electric Utility.

UG Utilities does not expect its costs for investigation and remediation of hazardous substances at PennsylvaniaMGP sites to be materia to its
results of operations because Gas Utility is currently permitted to include in rates, through future base rate proceedings, prudently incurred
remediation costs associated with such sites. UGI Utilities has been notified of several sites outside Pennsylvania on which (1) MGPs were
formerly operated by it or owned or operated by its former subsidiaries and (2) either environmental agenciesor private parties are investigating
the extent of environmental contamination or performing environmental remediation. UGI Utilities is currently litigating two claimsagainst it
relating to out-of-state sites.

Management believes that under applicable law UGI Utilities should not be liable in those instancesin whichaformer subsidiary operated an
MGP. There could be, however, significant future costs of an uncertain amount associated with environmental damage caused by MGPs outside
Pennsylvaniathat UGI Utilitiesdirectly operated, or that were owned or operated by former subsidiaries of UGI Utilities, if a court wereto
conclude that the subsidiary's separate corporate form should be disregarded.

UGI Utilities hasfiled suit against morethan fifty insurance companies alleging that the defendants breached contracts of insurance by failing to
indemnify UGI Utilities for certain environmental costs. The suit seeks to recover more than $11 million in such costs. During 2001 and 2000,
UGI Utilities entered into settlement agreementswith severa of theinsurers and recorded pre-tax income of $0.9 million and $4.5 million,
respectively, which amounts are included in operating and administrative expenses in the Consolidated Statements of Income.

In addition to these matters, there are other pending claimsand legal actions arising in the normal course of our businesses. We cannot predict
with certainty the final results of environmental and other matters. However, it is reasonably possible that some of them could be resolved
unfavorably to us. We believe, after consultation with counsel, that damages or settlements, if any, recovered by the plaintiffsin such claims or
actions will not have amaterial adverse effect on our financial position but could be material to our operating resultsor cash flowsin future
periods depending on the nature and timing of future developments with respect to these matters and the amounts of future operating results and
cash flows.

NOTE 14 - FINANCIAL INSTRUMENTS

In accordance with its propane price risk management policy, the Partnership uses derivative instruments, including price swap and option
contracts and contracts for the forward sale of propane, to manage the cost of a portion of its forecasted purchases of propane and to manage
market risk associated with propane storage inventories. These derivative instrumentsare generally designated by the Partnership as cash flow
or fair value hedges under SFAS 133. The fair values of these derivative instrumentsare affected by changesin propane product prices. In
addition to thesederivative instruments, the Partnership may also enter into contracts for the forward purchase of propane as well as fixed-price
supply agreements to manage propane market pricerisk. These contracts generaly qualify for the normal purchases and normal sales exception
of SFAS 133 andtherefore are not adjusted to fair value. FLAGA on occasion also uses derivative instruments, principally price swap
contracts, to reduce market risk associated with purchases of propane. These contracts may or may not qualify for hedge accounting under
SFAS133.

Energy Services uses exchange-traded natural gas futures contracts to manage market risk associated withforecasted purchases of natural gasit
sellsunder firm commitments. These derivative instruments are designated as cash flow hedges. The fair values of these futures contracts are
affected by changesin natural gasprices.

In addition, in the past we have, on occasion, used a managed program of derivative instruments including natural gasand oil futures contracts,
to preserve gross margin associated with certain of our natural gas customers. These contracts are generally designated as cash flow hedges.

Gas Utility and Electric Utility are partiesto a number of contractsthat have elementsof a derivative instrument. These contractsinclude,
among others, binding purchase orders, contracts which provide for the delivery of natural gas, and service contractsthat require the
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counterparty to provide commodity storage, transportation or capacity service to meet our normal sales commitments. Although many of these
contracts have therequisite elements of a derivative instrument, these contracts are not subject to the accounting requirements of SFAS 133
because they provide for thedelivery of products or services in quantities that are expected to be used in the normal course of operating our
business or the value of the contract is directly associated with the price or value of a service. The adoption of SFAS 133 did not materially
impact Gas Utility'sand Electric Utility's results of operations or financial position during the year ended September 30, 2001.

We use fixed-rate long-term debt asa source of capital. When theselong-term debt issues mature, we often refinance them with fixed-rate debt
bearing then-existing market interest rates. On occasion, we enter into interest rate protection agreements
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("IRPAS") to reduce market interest rate risk associated with these forecasted debt issuances. We designate these IRPASs as cash flow hedges.
Gains or losses on IRPAs are included in other comprehensive incomeand are reclassified to interest expense as the interest expense on the
associated debt issue affects earnings.

During theyear ended September 30, 2001, the net gain or loss recognized in earnings representing cash flow hedge ineffectiveness was not
meaterial. The amount of cash flow hedge gains reclassified to net incomebecause it became probable that the original forecasted transactions
would not occur was $1.0 million which amount isincludedin other income.

Gains and losses included in accumul ated other comprehensive income at September 30, 2001 relating to cash flow hedges will be reclassified
into (1) cost of saleswhen the forecasted purchase of propane or natural gas subject to the hedges impacts net income and (2) interest expense
when interest on anticipated issuances of fixed-rate long-term debt is reflected in net income. Included in accumulated other comprehensive loss
at September 30, 2001 are net losses of approximately $0.7 million from IRPAs associated with forecasted issuances of ten-year debt. The
amount of this net loss which is expected to be reclassified into net income during the next twelvemonths is not material. The remaining net

loss on derivative instrumentsincluded in accumulated other comprehensive loss at September 30, 2001 of $13.0 millionisprincipaly
associated withfuture purchasesof natural gas or propane generally anticipated to occur during the next twelvemonths. The actual amount of
gainsor losses on unsettled derivative instrumentsthat ultimately is reclassified into netincome will depend upon thevalue of such derivative
contracts when settled. The fair value of derivative instrumentsisincluded in other current assets, other current liabilitiesand other noncurrent
liahilities in the September 30, 2001 Consolidated Balance Sheet.

The carrying amounts of financial instruments included in current assetsand current liabilities (excluding unsettled derivative instrumentsand
current maturities of long-term debt) approximate their fair values because of their short-term nature. The carrying amounts and estimated fair
values of our remaining financial instruments (including unsettled derivative instruments) at September 30 are as follows:

Carrying Esti mat ed
Amount Fair
Val ue
2001:
Natural gas futures contracts $ (1.5 $ (1.5
Propane swap, option and forward sales contracts (10.5) (10.5)
Interest rate protection agreenents (3.0) (3.0)
Avai l abl e for sale securities 18. 3 18. 3
Long-term debt 1,295.2 1,386.5
UG Uilities Series Preferred Stock 20.0 21. 4
2000:
Nat ural gas futures contracts $ -- $ 4.2
Propane swap, option and forward sales contracts 1.0 6.5
Interest rate protection agreenents -- 2.5
Long-term debt 1,115.6 1,135.9
UG Uilities Series Preferred Stock 20.0 21.0

We estimate the fair value of long-term debt by using current market prices and by discounting future cash flows using rates available for
similar type debt. The estimated fair value of UGI Utilities Series Preferred Stock isbased onthe fair value of redeemable preferred stock with
similar credit ratings and redemption features. Fair values of derivative instruments reflect the estimated amounts that we would receive or pay
to terminate the contracts at the reporting date based upon quoted market prices of comparable contracts at September 30, 2001 and 2000.

We have financia instrumentssuch as short-term investments and trade accounts receivable, which could expose us to concentrations of credit
risk. Welimit our credit risk from short-terminvestments by investing only in investment-grade commercial paper and in U.S. Government
securities. The credit risk from trade accounts receivableis limited because we have alarge customer base, which extends across many different
U.S. markets. We attempt to minimizeour credit risk associated with our derivative financial instruments through the application of credit
policies.

NOTE 15- PROVISION FOR EXIT COSTS-HEARTH USA(TM)
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In September 2001, after evaluating the prospects for Hearth USA(TM) in light of theweak retail environment and the capital required to
expand beyond its two-store pilot phase, we committed to close both of itsstores and cease all operations by the end of October 2001. Hearth
USA(TM) sold, installed and serviced hearth, grill and spa products and sold related accessories fromtwo superstores located in Rockville,
Maryland and Springfield, Virginia. Asaresult of thisaction, in September 2001 we recorded a pre-tax charge of $8.5 million whichis
included in the 2001 Consolidated Statement of Income as"Provision for exit costs- Hearth USA(TM)." The pre-tax charge includes $3.7
million associated withfixed asset write-downs, estimated lease commitment obligations of $3.2 million, and other incremental costs totaling
$1.6 million. The charge decreased 2001 net income by $5.5 million or $0.20 per basic and diluted share.

NOTE 16- OTHER INCOME, NET

Other income, net, comprises the following:

2001 2000 1999
Interest and interest-related incone $ (6.7) $ (9.3) $
(8.5)
Gain on sales of investnents -- (1.8) --
Equity investnent |oss 2.1 0.9 0.3
Gain on sales of fixed assets (2.4) (3.6)
(2.2)
Pensi on incone (5.9) (3.0)
(2.3)
O her (8.5) (10.1)
(4.1)
Total other income, net $ (21.4) $ (26.9) $
(16.8)
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NOTE 17- TERMINATED MERGER - UNISOURCE WORLDWIDE, INC.

On May 25, 1999, weannounced that Unisource Worldwide, Inc. ("Unisource") had entered into a merger agreement with Georgia-Pacific
Corp. ("GP") andthat it would allow Unisource to terminate the previously announced Agreement and Plan of Merger (the "Merger
Agreement") among Unisource, UGI and Vulcan Acquisition Corp. (a wholly owned subsidiary of UGI) whichwould have provided for the
merger of UGI and Unisource. Because the board of directors of Unisource decided to enter into a merger agreement with GP, Unisource was
required to pay usa $25 million merger termination fee pursuant to the termsof the Merger Agreement. We received the termination fee on
May 28, 1999. The fee, net of related merger expenses, is classified as merger fee income and expenses, net, in the 1999 Consolidated
Statement of Income.

NOTE 18- QUARTERLY DATA (UNAUDITED)

Decenber 31, March 31, June 30, Sept enber 30,
2000 1999 2001 2000( a) 2001 2000 2001(b) 2000( c)
Revenues $ 737.1 $ 466.6 $ 943.8 $ 610.4 $ 411.9 $ 335.9 $ 375.3 $ 348.8
Operating income (loss) $ 92.0 $ 70.7 $142.6 $ 117.9 $ 8.4 $ 8.7 $ (15.6) $ (6.1)
Income (loss) before changes in accounting $ 271 $ 21.1 $ 455 $ 38.8 $ (4.3) $ (4.7 $(16.3) $ (10.5)
Cunul ative effect of accounting changes, net (d) 4.5 -- -- -- -- --
Net incone (Ioss) $ 31.6 $ 21.1 $ 455 $ 38.8 $ (4.3) $ (4.7) $(16.3) $ (10.5)
Ear ni ngs per share:
Basi c:
Incone (loss) before accounting changes $ 1.00 $ 0.77 $ 1.68 $ 1.42 $(0.16) $ (0.17) $ (0.60) $ (0.39)
Cumul ative effect of accounting changes, net (d) 0.17 -- -- -- -- -- -- --
Net incone (Ioss) $ 1.17 $ 0.77 $ 1.68 $ 1.42 $ (0.16) $ (0.17) $ (0.60) $ (0.39)
Di | ut ed:
Incone (loss) before accounting changes $ 1.00 $ 0.77 $ 1.67 $ 1.42 $(0.16) $ (0.17) $ (0.60) $ (0.39)
Cunul ative effect of accounting changes, net (d) 0.16 -- -- -- -- -- -- --
Net income (I oss) $ 1.16 $ 0.77 $ 1.67 $ 1.42 $(0.16) $ (0.17) $ (0.60) $ (0.39)

The quarterly data above includes all adjustments (consisting only of normal recurring adjustments with the exception of those indicated below)
that we consider necessary for afair presentation. Our quarterly results fluctuate because of the seasonal nature of our business.

(8 Includes income from a litigation settlement whichincreased operating income by $2.4 million and net income by $1.4 million or $0.05 per
share.

(b) Includes shut-down costs associated withHearth USA(TM) which increased operating loss by $8.5 million and net loss by $5.5 million or
$0.20 per share.

(¢) Includesincome from a litigation settlement which decreased operating loss by $2.1 million and net loss by $1.2 million or $0.04 per share.

(d) Includes the impact of changes in accounting associated with (1) the Partnership's changesin accounting for tank fee revenueand tank
installation costs, and (2) the Company's adoption of SFAS 133, "Accounting for Derivative Instruments and Hedging Activities."
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NOTE 19- SEGMENT INFORMATION

We have organized our business units into five reportable segments generally based upon products sold, geographic location (domestic or
international) or regulatory environment. Our reportable segments are: (1) AmeriGas Propane; (2) Gas Utility; (3) Electric Utility (including our
nonutility electricity generation business); (4) Energy Services; and (5) an international propane segment comprising FLAGA and our
international propane equity investments("International Propane™).

AmeriGas Propane derivesits revenues principally from the sale of propane and related equipment and supplies to retail customers from
locations in 46 states. Gas Utility's revenues are derived principally fromthe sale and distribution of natural gas to customers in eastern and
southeastern Pennsylvania. Electric Utility derivesits revenues principally from thesale and distribution of electricity in two northeastern
Pennsylvania counties. Energy Services revenuesare derived fromthe sale of natural gasand, to alesser extent, electricity and fuel oil to
customers located primarily in the Middle Atlantic region. Our International Propane segment's revenues are derived principally fromthe
distribution of propane to retail customers in Austria, the Czech Republic and Slovakia.

The accounting policies of our reportable segments arethe same as those described in Note 1. We evaluate our AmeriGas Propane and
International Propane segments performance principally based upon earnings before interest expense, incometaxes, depreciation and
amortization ("EBITDA™). We evaluate the performance of our Gas Utility, Electric Utility and Energy Services segments principally based
upon their earnings before income taxes.

No single customer represents more than ten percent of our consolidated revenues and there are no significant intersegment transactions. In
addition, all of our reportable segments' revenues, other than those of our International Propane segment, are derived from sources withinthe
U.S., and al of our reportable segments’ long-lived assets, other than those of our International Propane segment, are located inthe U.S.

Financia information by business segment follows:

Inter- Q her Cor p-
Elim- Aneri Gas Gas El ectric Ener gy nat i onal Ent er - orate &
Tot al nati ons Pr opane Uility Uility Servi ces Propane prises Q her

2001
Revenues $2,468. 1 $ (2.8) $1,418.4 $ 500.8 $ 83.9 $ 370.7 $ 50.9 $ 43.4 $ 2.8
EBI TDA $ 332.6 $ (1.1) $ 209.3 $108.0 $ 143 $ 7.6 $ 3.6 $(12.5(a) $ 3.4
Depreci ation and anorti zation (105. 2) -- (75.5) (20.2) (3.6) (0.3) (4.3) (1.1) (0.2)
Qperating income (loss) 227. 4 (1.1) 133.8 87.8 10.7 7.3 (0.7) (13.6) 3.2
I nterest expense (104. 8) 1.1 (80.3) (16.3) (2.7) (0.4) (4.9) (0.7) (0.6)
Mnority interest (23.6) -- (23.6) -- -- -- -- -- --
Incone (loss) before inconme taxes $ 99.0 $ $ 29.9 $ 71.5 $ 80 $ 6.9 $ (5.6) $(14.3) $ 2.6
Total assets $2,550.2 $ (43.3) $1,522.3 $678.9 $105.5 $ 44.7 $141.2 $ 23.7 $ 77.2
Capi tal expenditures $ 79.3 $ $  39.2(b) $ 31.8 $ 50 $ 02 $ 27 $ 0.4 $ --
Investments in equity investees $ 41.6 $ $ -- $ -- $ 10.8 $ $ 30.8 $ $

2000
Revenues $1,761. 7 $ (3.1) $1,120.1 $ 359.0 $ 77.9 $ 146.9 50.5 7.3 3.1
EBI TDA $ 288.7 $ -- $ 158.6 $ 105.3 $ 19.6 3.0 $ 1.9 $ (5.0) $ 5.3
Depreci ation and anortization (97.5) -- (68.4) (19.1) (4.5) (0.2) (4.6) (0.5) (0.2)
Qperating incone (loss) 191. 2 -- 90. 2 86. 2 15.1 2.8 (2.7) (5.5) 5.1
I nterest expense (98.5) -- (74.7) (16.2) (2.2) -- (4.8) -- (0.6)
Mnority interest (6.3) -- (6.3) -- -- -- -- -- --
Income (loss) before income taxes $ 86.4 $ 9.2 $ 70.0 $ 12,9 $ 2.8 $ (7.5 $ (5.5 $ 4.5
Total assets $2,275. 8 $ (19.0) $1,281.7 $ 653.7 $ 97.4 $ 36.2 $ 113.7 $ 28.2 $ 83.9
Capi tal expenditures $ 71.0 $ $ 30.4 $ 31.7 $ 47 $ 01 % 1.8 $ 2.3 $ --
Investments in equity investees $ 55 $ $ - $ $ - $ - $ 55 % -- $

1999
Revenues $1,383.6 $ (2.3) $ 872.5 $ 345.6 75.0 90. 4 -- 0.1 2.3
EBI TDA $ 265.6 -~ $ 158.8 $ 87.0 $ 16.7 $ 2.7 $ (0.1) $ (5.7 $ 6.2
Depreci ation and anortization (89.7) -- (66. 3) (19.0) (4.0) (0.1) -- -- (0.3)
Qperating incone (loss) 175.9 -- 92.5 68.0 12.7 2.6 (0.1) (5.7) 5.9
Merger fee incone, net 19.9 -- -- -- -- -- -- -- 19.9
I nterest expense (84.6) -- (66.5) (15.2) (2.3) -- -- -- (0.6)
Mnority interest (10.7) -- (10.7) -- -- --
Income (loss) before income taxes $ 100.5 $ $ 15.3 $ 52. $ 10.4 $ 2.6 $ (0.1) $ (5.7 $ 25.2
Total assets $2, 140. 5 $ (15.6) $1,221.9 $ 620.4 $ 95.3 $ 17.4 $ 143.2 $ 3.7 $ 54.2
Capi tal expenditures $ 73.7  $ $ 34.6(b) $ 3.9 $ 45 $ 0.2 $ -- $ 2.5 $
Investments in equity investees $ 6.3 $ -- $ -- $ - $ - $ 6.3 $ -- $

HGAF

— FaalfiliE 2002. EDGAR Online, Inc.




(a)Includes Hearth USA(TM) shut-down costs of $8.5 million.

(b)Includes capital leases of $1.3 million and $3.5 millionin 2001 and 1999, respectively.
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UGl CORPORATION SUBSIDIARIES EXHIBIT 21

STATE OF
SUBSI DI ARY OWNERSHI P | NCORPORATI ON
AMERI GAS, | NC. 100% PA
FOUR FLAGS DRI LLI NG COVPANY, | NC. 100% PA
Four Fl ags Hol di ng Conpany 100% DE
AVERI GAS PROPANE, I NC. * 100% PA
Areri Gas Partners, L.P. (1) DE
Areri Gas Fi nance Corp. 100% DE
Aneri Gas Propane L.P. 98. 9899% DE
Aneri Gas Eagl e Propane, L.P. 99% DE
Aneri Gas Eagle Parts & Service, Inc. 100% PA
Aneri Gas Propane Parts & Service, Inc. 100% PA
Aneri Gas Eagl e Propane, Inc. 100% DE
Aneri Gas Eagl e Holdings, Inc. ** 100% DE
Areri Gas Eagl e Finance Corp. 100% DE
AP Eagl e Finance Corp. 100% DE
Aneri Gas Technol ogy G oup, Inc. 100% PA
Pet r ol ane | ncor por at ed 100% PA
ASHTOLA PRODUCTI ON  COMPANY 100% PA
UG ETHANOL DEVELOPMENT CORPORATI ON 100% PA
NORTHFI ELD HOLDI NG COVPANY 100% DE
UG ENTERPRI SES, | NC. 100% PA
CFN ENTERPRI SES, | NC. 100% DE
CF Networks LLC 60% DE
EASTFI ELD | NTERNATI ONAL HOLDI NGS, | NC. 100% DE
Fl aga GrbH 100% AUSTRI A
Fl aga Ener gi evor sor gung 100% GERMANY
Fl aga Plyn, spol. s r.o. 100% CZECH REPUBLI C
Fl aga Sl ovplyn, spol. s r.o. 100% SLOVAKI A
Fl aga Tech Trade GrbH 100% AUSTRI A
Cst errei chi sche Flussiggas-CGesel lschaft mb. H 40% AUSTRI A
T.S.G - Transport - und Speditionsgesellschaft mb.H 50% AUSTRI A
G T.P. Gas Trans Praha spol. s r.o. 60% CZECH REPUBLI C
GTE Gastrans-Erfurt-GibH 90% GERMANY
EUROCGAS HOLDI NGS, | NC. 100% DE
UG ENERGY SERVI CES, | NC 100% PA
Ener gy Services Hol di ng Conpany 100% DE
UG POWER SUPPLY, | NC. 100% PA
UG | NTERNATI ONAL ENTERPRI SES, | NC. 100% PA
UG France, Inc. 100% DE
UG BLACK SEA ENTERPRI SES, | NC. 100% PA
UG | NTERNATI ONAL ( ROVANI A), | NC. 100% PA
UG ROVANI A, | NC 100% PA
UG | NTERNATI ONAL (CHI NA), | NC. 100% DE
UG CHINA, | NC 100% DE
UG SOUTHWEST CHI NA DEVELOPMENT COMPANY, LLC 100% DE
HEARTH USA, | NC. 100% DE
UG HVAC ENTERPRI SES, | NC. 100% DE
UG PROPERTIES, |NC 100% PA
UG UTILITIES, INC 100% PA
UG DEVELOPMENT COVPANY 100% PA
UG D Hol di ng Conpany 100% DE
UG Hunl ock Devel opnent Conpany 100% PA
UNI TED VALLEY | NSURANCE COWPANY 100% VT
VULCAN ACQUI SI TI ON CORP. 100% DE

(1) AmeriGas Propane, Inc. and its subsidiary, Petrolane Incorporated, hold a combined 50.7% interestin AmeriGas Partners, L.P.
*Sole General Partner of each of AmeriGas Partners, L.P. and AmeriGas Propane, L.P.

** Sole General Partner of AmeriGas Eagle Propane, L.P.
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EXHIBIT 23

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

To UGI Corporation:

Asindependent public accountants, we hereby consent to theincorporation of our reportsincluded or incorporated by referencein this Form
10-K, into thisCompany's previoudly filed S-8 Registration Statement Nos. 33-47319, 33-61722, 333-22305, 333-37093, 333-49080 and Form
S-3 Registration Statement Nos. 33-78776 and 333-42296.

Arthur Andersen LLP
Philadel phia, Pennsylvania
December 21, 2001
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End of Filing
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