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AmeriGas strives to be the most
reliable, the safest and the most responsive
propane company. We highlight our employee
Service Stars through an internal program
known as “AmeriGas Heroes.” Hundreds of
our employees are recognized each year by
customers and fellow employees for their
efforts to go the extra mile to be responsive
to customer needs and to deliver safe, reliable
service. Featured on the cover and throughout
these pages are just a few of our Service Stars!

AmeriGas Partners, L.P. (NYSE:APU) is the
nation’s largest retail propane marketer,
currently serving 1.3 million customers from
more than 700 locations in 46 states. Total
annual sales in 2003, including retail and

wholesale, were nearly 1.3 billion gallons.
Propane has many applications in residential,
commercial, industrial, motor fuel, agricultural
and recreational markets. It is primarily used
for space heating, water heating, drying,
cooking and fueling engines. Propane is the
“anywhere fuel” and AmeriGas is the “every-
where company!”

AmeriGas Partners’ operations are managed
by its general partner, AmeriGas Propane, Inc.,
a wholly owned subsidiary of UGI Corporation
(NYSE:UGI), a 121-year-old supplier of propane,
natural gas, electricity and other energy services.
UGI, through subsidiaries, owns 48% of
AmeriGas Partners, and more than 40,000
individual unitholders own the remaining 52%.

Pictured on the front cover
from left to right are:
Alice Young, John Cieri,
Ray Berndt, Mike Morgan,
Mark Harman, Rita Robles,
Enrique “Henry” Barajas,
Andy Wright, Jeff Mowder
and Raul Colon.

Pictured here from left to
right are: Danny Price,
Denise Davis, Dave Barnard,
Jose “Walt” Espinoza,
Michael Bradley, Dave
Mendenhall, Jr., Connie
Reccardo, Dave Nickel,
Joe Geeter and Leo Smith.



Financial Highlights

Year Ended September 30, 2003 2002 2001

(Millions of dollars, except as noted)

Retail gallons sold (millions) (1) 1,074.9 987.5 866.8
Degree days – % colder (warmer) than normal (2) 0.2% (10.0)% 2.6%
Revenues $1,628.4 $1,307.9 $1,418.4
Operating income $ 164.0 $ 145.3 $ 133.8
Net income $ 72.0 $ 55.4 $ 65.5 (3)
Income tax expense (benefit) 0.6 0.3 (0.3)
Interest expense 87.2 87.8 80.4
Depreciation and amortization 74.6 66.1 74.7
EBITDA (4) $ 234.4 $ 209.6 $ 220.3
Interest expense (87.2) (87.8) (80.4)
Maintenance capital expenditures (22.0) (20.7) (17.8)
Distributable cash (5) $ 125.2 $ 101.1 $ 122.1
Units outstanding – end of year (millions) 52.3 49.4 46.7

(1) Retail gallons sold in 2003 include certain bulk gallons previously
considered wholesale gallons. Prior-year gallon amounts have been
adjusted to conform to the current-year classification.

(2) Deviation from average heating degree days based upon national
weather statistics provided by the National Oceanic and Atmospheric
Administration for 335 airports in the United States, excluding Alaska.

(3) Includes cumulative effect of accounting changes of $12.5 million
associated with the Partnership’s change in accounting for tank fee
revenue and tank installation costs and the adoption of SFAS No. 133,
“Accounting for Derivative Instruments and Hedging Activities.”

(4) EBITDA (earnings before interest expense, income taxes, depreciation
and amortization) should not be considered as an alternative to net
income (as an indicator of operating performance) or as an alternative
to cash flow (as a measure of liquidity or ability to service debt
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obligations) and is not a measure of performance or financial condition
under accounting principles generally accepted in the United States of
America. Management believes EBITDA is a meaningful non-GAAP
financial measure used by investors to compare the Partnership’s
operating performance with other companies within the propane
industry and to evaluate our ability to meet loan covenants.

(5) Management defines distributable cash as EBITDA less interest
expense and maintenance capital expenditures. Maintenance capital
expenditures are defined in the Partnership Agreement as
expenditures made to maintain the operating capacity of the
Partnership’s existing capital assets. Management believes
distributable cash is a meaningful non-GAAP measure for evaluating
the Partnership’s ability to declare and pay the Minimum Quarterly
Distribution pursuant to the terms of the Partnership Agreement. The
Partnership’s definition of distributable cash may be different from that
used by other entities.



Dear Fellow Investors:
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Service Stars

This past year we made substantial
progress on our strategic objectives of
achieving organic growth, growing through
acquisition and increasing productivity:

• We added 40 million gallons in annual
volume through 5 acquisitions.

• Volume from our national accounts
customers grew by 15%.

• PPX® cylinder exchange volume increased
by 7%, leading to a 25% increase in
cash flow.

• We grew our traditional customer base
through a stronger focus at our districts
on sales and service.

• We realigned our management structure
and reduced overhead expenses.

These successes, coupled with the
return of normal winter weather, led to
record earnings of $1.42 per unit,
compared to $1.12 in 2002. We achieved
this level of earnings despite $4 million in
one-time costs related to the aforesaid
management realignment and a $3 million
loss on the early retirement of debt.
However, both of these expenses will
improve earnings significantly in future
years. I also am pleased to note that we
improved on our safety record last year
by achieving our goal of reducing our
employee injury rate by 10%.

To support our growth, we established
a clear customer service vision. We
expect to be the most reliable, the safest,
and the most responsive propane



Lon R. Greenberg

Chairman

Eugene V. N. Bissell

President and Chief Executive Officer

December 16, 2003
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company in each of the markets we serve.
Our customers tell us that these are the
attributes they most value. We are using
this customer service proposition to drive
our improvement initiatives at every level
of the organization.

We refined a number of our strategies
this year in order to accelerate the growth
of our customer base. We assessed the
growth potential of each of our markets,
and developed specific growth plans for
each market. Changes also were imple-
mented to improve the effectiveness
of our sales force. As a part of this plan,
our entire sales force now reports to a
national VP of Sales. A new sales
compensation program places greater
emphasis on account retention and

our objective by continuing to grow,
improving our customer service and
enhancing our productivity. We will
continue to grow our business through
acquisitions, organically through strong
local sales and marketing efforts, and
through PPX and Strategic Accounts.
We will improve our productivity and
customer service by changing our
business processes and introducing
technology that takes advantage of our
scale. We have designed our manage-
ment compensation programs in line
with these strategies to drive increased
unitholder value.

Our strategies are sound. Our biggest
challenge is the effective execution of
those strategies. Here we are dependent
on the quality and commitment of our
workforce. We are fortunate at AmeriGas
to have a talented and highly trained team
of employees and managers who continu-
ally exhibit their commitment to our
customers. I would like to thank all of our
employees for contributing to our strong
performance in fiscal year 2003. This year
we are dedicating our annual report to
our employees – and especially to our
“Service Stars” who have been recog-
nized by customers or their fellow
employees for outstanding performance.
You will read some of their stories on the
pages that follow and you will see the
names of the employees we recognized
this year listed on the back cover. I am
confident that these employees will help
us become the most reliable, safest, and
most responsive propane company in the
markets that we serve.

I also would like to acknowledge
the advice and direction that we received
from our Board of Directors this year.
Their broad base of experience and active
involvement helped us achieve record-
breaking results in 2003 and refine our
strategies for the future.

targeted customer gains. We also will be
rolling out training programs for our inside
and outside sales teams.

In addition to growth in our traditional
customer base through coordinated
sales and marketing efforts, we continue
to grow through our PPX and National
Accounts programs. These segments
enable us to leverage a key competitive
advantage – our unmatched geographic
coverage. Customers like Wal-Mart,
Home Depot and UPS value our ability
to service locations in different regions of
the country with consistently superior
service. This year we modified our
national accounts strategy. We broadened
the role of our national accounts group
to handle certain large local and regional
accounts. Consistent with their new role,
we have renamed the group “Strategic
Accounts.” For these accounts we offer
a dedicated inside sales force, a true
account manager, and more flexibility in
pricing and transaction processing. We
are expecting double-digit growth from
both PPX and Strategic Accounts in
fiscal year 2004.

AmeriGas’ financial objective is to
grow net income per unit faster than our
peer group of publicly traded propane
partnerships. Consistent growth in our
earnings will allow us to continue to
improve our balance sheet and increase
our distribution coverage. In 2003 we
improved our balance sheet by refinanc-
ing high-cost debt at lower rates and
recapitalizing a portion of our debt with
equity. As unitholders you will be pleased
to know that distribution coverage also
improved significantly. Our goal is to
create a track record of strong and
sustainable distribution coverage that
will lead to increases in our distributions
at regular intervals. Our results in fiscal
year 2003 were a good first step toward
creating that track record. We will achieve
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Walt was nominated by a
customer for his professionalism
and expertise during the conversion
of household appliances to propane.
The customer’s appliances had been
improperly installed by another
propane company.

Walt Espinoza
Service Technician
Alamosa, CO

Alice has worked for AmeriGas
since it commenced operations in 1959.
Customers have frequently commented on
her helpful and courteous nature, leading
to her recognition as a Service Star.

Alice Young
Customer Relations Representative
Malvern, PA
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Responsive to Customer Needs

AmeriGas is the nation’s largest propane

retailer and today has more than 700

distribution locations in 46 states.

Thousands of resellers also distribute

AmeriGas propane from tank dispensers

and pre-filled cylinder displays. Clean-

burning propane has dozens of

residential, commercial, industrial and

agricultural applications, but it is best

known for its space heating, cooking,

water heating and clothes drying applica-

tions and for its use as a motor fuel.

The return of normal winter weather

and the benefits of fully integrating our

Columbia Propane acquisition resulted

in record financial performance in 2003.

Notwithstanding this success, we con-

tinue to set ambitious goals that ensure

AmeriGas remains the propane supplier

and the investment of choice.

Strategies Drive Growth

We have four primary growth strategies

at AmeriGas:

• To grow through acquisitions.

• To grow our PPX® pre-filled grill cylinder

exchange business.

• To leverage our geographic footprint to

remain the obvious supplier of choice to

large regional and national accounts.

• To grow our base business by retaining

existing customers and adding new

customers.

We realized significant progress on each

of these strategies in 2003:

Acquisitions. Increasing customer

density through acquisitions enables us

to significantly improve productivity.

We acquired the assets of four propane

suppliers during 2003: Noreika Gas in

New Jersey, Rocky Mountain Propane in

Colorado, Active Propane in Illinois and

certain assets of Suburban Propane in

Louisiana. All of these acquired locations

were integrated with our existing opera-

tions. The day after we closed our fiscal

year we acquired Horizon Propane, which

has locations in 12 states. These acquisi-

tions will add 40 million gallons in annual

volume. We continue to seek opportuni-

ties to acquire quality propane marketers

of any size.

Service Stars

Andy was nominated by a
manager for aiding a Strategic
Account customer after a tornado.
He installed four tanks and made
six deliveries in one day to get the
customer back in business.

Andy Wright
Service Supervisor
Dyersburg, TN

In response to customer needs, many of our
sales and service locations offer extended
delivery hours. Our 24-hour call center is
available to handle urgent customer requests
and dispatch fuel delivery and service
personnel.



Danny made an after-
midnight PPX® cylinder delivery
to a Home Depot in Detroit
where customers had bought all
the tanks to meet their emer-
gency energy needs during a
widespread blackout.

Danny Price
PPX® Driver
Kendallville, IL

Leo made an emergency service call
to get a couple’s furnace running so they
could bring their infant son home from
the Intensive Care Unit. “Thank you from
the bottom of our hearts for giving us
one less thing to worry about,” the
customer wrote in a thank-you note.

Leo Smith
Service Technician
Palmer, MA
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Rita pulled out all the
stops to get the necessary
permits to meet a short-notice
PPX® installation for a grand
opening of an Albertsons
supermarket. She also went
out at 4 o’clock the next
morning to help set up the
PPX® display cages.

Rita Robles
PPX® Permit Specialist
Glendale, AZ
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Committed to Safety

PPX Prefilled Propane Xchange®.

During 2003 customers made a record

5.2 million PPX® cylinder exchanges. Our

focus on customer service enabled us to

add more than 2,000 new distribution

locations in grocery, home center and

convenience store chains, such as

Wal-Mart, Home Depot and Albertsons.

Additionally, the acquisition of Active

Propane gave us 1,700 more PPX®

distribution points, primarily in the

Chicago area. We intend to grow this

market segment through acquisition, by

adding new retail distributors and by

providing superior service to our current

customers.

Strategic Accounts. Our size and

geographic coverage allow us to serve

95% of the U.S. population. No other

propane company comes close to our

coverage, so we are the obvious choice

to serve multi-location companies who

want to reduce their costs by consolidat-

ing suppliers. During 2003 we expanded

our already successful National Accounts

program to bring more value-added

services to larger local and regional

accounts, even if their businesses are not

national in scope. As a result, we have

renamed our National Accounts program

“Strategic Accounts.” We have grown

this customer segment by an average of

15% per year since 1999. In 2003 we

grew this segment by 6 million gallons by

adding new accounts and more locations

with existing customers.

Growing the Base Business. Through

the focused efforts of our employees to

consistently improve our level of service,

we reduced customer turnover and grew

our base business. Our success comes

from innovative marketing programs and

our commitment to be the most reliable,

the safest and the most responsive

propane company.

Service Stars

Continuous Improvement
Efforts Increase Effectiveness

Positioning for Growth. We spent

considerable effort studying the growth

potential for propane in each of our

60 markets and examining the organ-

ization’s sales effectiveness. We are using

the results of this study to realign our

resources among our markets. We added

new sales professionals in specific

markets and have already seen these

markets outperform targets.

To ensure the safety of tank installations, our
delivery personnel conduct safety inspections.
Our concern for safety reaches throughout our
company, as we strive to keep our employees
injury free.



A Reliable Investment

Service Stars

Mike’s co-workers
expressed pride in his safe
handling of an incident at a
customer location. Mike
noticed several propane
tanks floating in a heavily
flooded area. He borrowed a
boat to secure the tanks and
cut off the gas until the high
water receded.

Mike Morgan
Service Technician
Nashville, TN

8

Lowering Expenses and Improving

Decision Making. We streamlined

our organization to improve decision

making and customer service. The one-

time reorganization expense of approxi-

mately $3.8 million will lead to cost

savings of more than $10 million annually.

We believe these changes will enhance

our execution capability.

Purchasing and Supply Strategies.

We continue to leverage our scale to gain

efficiencies when supplying our locations.

AmeriGas has invested in an extensive

propane supply and distribution infra-

structure. We have more storage termi-

nals, more rail cars and more transport

trucks than any other propane marketer.

Our integrated network of assets keeps

our operation running smoothly and

ensures supply for our customers. We

demonstrated the benefits of this infra-

structure in 2003 with the return of colder

than normal winter weather in the North-

east and Midwest.

Our buying power allows us to consoli-

date vendors to reduce costs. Careful

management of our vehicle parts pur-

chases and fleet maintenance will reduce

expenses and prolong vehicle life.

Safety Underscores Our Operation.

We focus on safety in all that we do, from

inspecting our customers’ tank installa-

tions, to making sure our employees

perform each job in the safest possible

manner. The number of our employees

who missed work due to injury was down

10% in 2003.

Healthcare facilities, 911 call centers and other
critical service providers use propane to fuel
backup generators in case of a power interrup-
tion. Many of our customers relied on propane-
powered electricity generation during Hurricane
Isabel and the major blackout in the Northeast
and upper Midwest in 2003.

Customer Promise Drives Our

Work Ethic. We promise our customers

that we will be the most reliable, the

safest and the most responsive propane

company. Every day our employees strive

to live out that promise. Internally we

recognize their efforts through a program

we call “AmeriGas Heroes.” We know that

our customers don’t expect heroics –

just good service and fair prices. Yet

hundreds of our customers write and call

us each year to tell us about the efforts of

our employee Service Stars. We hope you

enjoyed “meeting” a few of them in this

report. A full list of this year’s Service

Stars is featured on the back cover. We

applaud each of them.



Fiscal 2003 Compared with Fiscal 2002
Weather based upon heating degree days was essentially normal
during Fiscal 2003 compared to weather that was 10.0% warmer
than normal in Fiscal 2002. Although temperatures nationwide
averaged near normal during Fiscal 2003, our overall results reflect
weather that was significantly warmer in the West and generally
colder than normal in the East. Retail propane volumes sold
increased 87.4 million gallons in Fiscal 2003 due principally to the
effects of the colder weather and, to a much lesser extent, volume
growth from acquisitions and customer growth. These increases
were achieved notwithstanding the effects of price-induced cus-
tomer conservation and, with respect to commercial and industrial
customers, continuing economic weakness.

Retail propane revenues increased $272.7 million reflecting 
(1) a $175.1 million increase due to higher average selling prices
and (2) a $97.6 million increase due to the higher retail volumes
sold. Wholesale propane revenues increased $38.3 million reflect-
ing (1) a $31.7 million increase due to higher average selling prices
and (2) a $6.6 million increase due to the higher volumes sold. The
higher retail and wholesale selling prices reflect significantly higher
propane product costs during Fiscal 2003 resulting from, among
other things, higher crude oil and natural gas prices and lower
propane inventories. Other revenues from ancillary sales and serv-
ices were $125.9 million in Fiscal 2003 and $116.2 million in Fiscal
2002. Total cost of sales increased $257.3 million reflecting the
higher propane product costs and higher volumes sold. 

The $63.3 million increase in total margin is principally due to
the higher propane gallons sold and, to a lesser extent, slightly
higher average retail propane unit margins. Notwithstanding the
previously mentioned significant increase in the commodity price of
propane, retail propane unit margins were slightly higher than the
prior year reflecting the effects of the higher average selling prices
and the benefits of favorable propane product cost management
activities. Beginning in Fiscal 2002 and continuing in Fiscal 2003,
unit margins associated with the Partnership’s Prefilled Propane
Xchange program (“PPX®”) were higher than historical levels
reflecting increases in PPX® sales prices to fund cylinder valve
replacement capital expenditures. These capital expenditures
resulted from National Fire Protection Association (“NFPA”) guide-
lines enacted in Fiscal 2002 requiring propane grill cylinders be fit-

ted with overfill protection devices (“OPDs”). The extent to which
this level of PPX® margin is sustainable in the future will depend
upon a number of factors including the continuing rate of OPD
valve replacement and competitive market conditions. 

EBITDA increased $24.8 million in Fiscal 2003 reflecting the previ-
ously mentioned increase in total margin and a $4.6 million increase
in other income partially offset by a $40.6 million increase in operat-
ing and administrative expenses and a $2.3 million increase in losses
associated with early extinguishments of long-term debt. Although
EBITDA is not a measure of performance or financial condition under
accounting principles generally accepted in the United States of
America, management believes EBITDA is a meaningful non-GAAP
financial measure used by investors to compare the Partnership’s
operating performance with other companies within the propane
industry and to evaluate our ability to meet loan covenants.
Operating and administrative expenses increased principally due to
higher medical and general insurance expenses, higher distribution
expenses as a result of the previously mentioned greater retail vol-
umes, and higher incentive compensation and uncollectible
accounts expenses. In addition, the Partnership incurred $3.8 million
of costs during Fiscal 2003 associated with a realignment of the
Partnership’s management structure announced in June 2003. Other
income in Fiscal 2003 includes a gain of $1.1 million from the settle-
ment of certain hedge contracts and greater income from finance
charges and asset sales while other income in the prior year was
reduced by a $2.1 million loss from declines in the value of propane
commodity option contracts. Operating income in Fiscal 2003
increased less than the increase in EBITDA due to higher deprecia-
tion expense principally associated with PPX® partially offset by the
previously mentioned increase in losses associated with early extin-
guishments of long-term debt.
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September 30,

2003 2002 

Assets

Current assets:
Cash and cash equivalents $ 45,872 $ 47,400
Accounts receivable (less allowances for doubtful accounts of $9,192

and $7,588, respectively) 100,170 83,274
Accounts receivable – related parties 2,915 6,862
Inventories 70,171 62,496
Prepaid expenses and other current assets 17,204 24,811

Total current assets 236,332 224,843

Property, plant and equipment (less accumulated depreciation and
amortization of $473,090 and $408,590, respectively) 594,604 611,550

Goodwill and excess reorganization value 602,475 589,923
Intangible assets (less accumulated amortization

of $11,934 and $8,651, respectively) 27,032 22,586
Other assets 21,733 23,716

Total assets $1,482,176 $1,472,618

Liabilities and Partners’ Capital
Current liabilities:

Current maturities of long-term debt $ 58,705 $ 60,398
Bank loans – 10,000
Accounts payable – trade 87,352 81,891
Accounts payable – related parties 930 5,003
Employee compensation and benefits accrued 26,307 22,390
Interest accrued 31,987 34,492
Customer deposits and advances 52,771 53,177
Other current liabilities 39,996 40,473

Total current liabilities 298,048 307,824

Long-term debt 868,581 885,386
Other noncurrent liabilities 54,859 44,810

Commitments and contingencies (note 11)

Minority interests 7,005 6,232

Partners’ capital:
Common unitholders (units issued – 52,333,208 and 39,541,286, respectively) 255,423 201,660
Subordinated unitholders (units issued – 9,891,072 in 2002) – 17,846
General partner 2,577 2,214
Accumulated other comprehensive (loss) income (4,317) 6,646

Total partners’ capital 253,683 228,366

Total liabilities and partners’ capital $1,482,176 $1,472,618

See accompanying notes to consolidated financial statements.
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Year Ended September 30,

2003 2002 2001 

Revenues:
Propane $1,502,564 $1,191,649 $1,322,934
Other 125,860 116,231 95,430

1,628,424 1,307,880 1,418,364

Costs and expenses:
Cost of sales – propane 856,883 605,695 809,210
Cost of sales – other 53,452 47,383 37,809
Operating and administrative expenses 488,434 447,809 368,949
Depreciation and amortization 74,625 66,104 74,760
Other (income), net (8,960) (4,403) (6,154)

1,464,434 1,162,588 1,284,574

Operating income 163,990 145,292 133,790
Loss on extinguishments of debt (3,023) (752) –
Interest expense (87,195) (87,839) (80,396)

Income before income taxes 73,772 56,701 53,394
Income tax (expense) benefit (586) (340) 327
Minority interests (1,228) (995) (706)

Income before accounting changes 71,958 55,366 53,015
Cumulative effect of accounting changes – – 12,494

Net income $ 71,958 $ 55,366 $ 65,509

General partner’s interest in net income $ 720 $ 554 $ 655

Limited partners’ interest in net income $ 71,238 $ 54,812 $ 64,854

Income per limited partner unit – basic and diluted:
Income before accounting changes $ 1.42 $ 1.12 $ 1.18
Cumulative effect of accounting changes – – 0.28

Net income per limited partner unit $ 1.42 $ 1.12 $ 1.46

Average limited partner units outstanding (thousands): 
Basic 50,267 48,909 44,453

Diluted 50,337 48,932 44,453

See accompanying notes to consolidated financial statements.

AmeriGas Partners, L.P. 2003 Annual Report

Consolidated Statements of Operations
(Thousands of dollars, except per unit)



Year Ended September 30,

2003 2002 2001 

Cash Flows from Operating Activities

Net income $ 71,958 $ 55,366 $ 65,509 
Adjustments to reconcile net income to net

cash provided by operating activities:
Cumulative effect of accounting changes – – (12,494)
Depreciation and amortization 74,625 66,104 74,760
Other, net 6,747 1,321 2,920
Net change in:

Accounts receivable (19,927) 8,717 4,893
Inventories (7,510) 10,576 3,638
Accounts payable 1,389 9,579 (5,511)
Other current assets and liabilities 12,021 7,857 19,296

Net cash provided by operating activities 139,303 159,520 153,011

Cash Flows from Investing Activities

Expenditures for property, plant and equipment (52,933) (53,472) (37,890)
Proceeds from disposals of assets 7,408 9,849 5,347
Acquisitions of businesses, net of cash acquired (27,000) (736) (205,571)

Net cash used by investing activities (72,525) (44,359) (238,114)

Cash Flows from Financing Activities

Distributions (111,462) (108,504) (98,435)
Minority interest activity (686) (624) 2,374
(Decrease) increase in bank loans (10,000) 10,000 (30,000)
Issuance of long-term debt 122,780 40,900 252,833
Repayment of long-term debt (144,701) (99,149) (110,767)
Proceeds from issuance of Common Units 75,005 56,556 39,836
Proceeds from sale of AmeriGas OLP interest – – 50,000
Capital contributions from General Partner 758 571 956

Net cash (used) provided by financing activities (68,306) (100,250) 106,797

Cash and cash equivalents (decrease) increase $ (1,528) $ 14,911 $ 21,694

Cash and Cash Equivalents

End of year $ 45,872 $ 47,400 $ 32,489
Beginning of year 47,400 32,489 10,795

(Decrease) increase $ (1,528) $ 14,911 $ 21,694

See accompanying notes to consolidated financial statements.
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Accumulated
other Total

Number of units General comprehensive partners’
Common Subordinated Common Subordinated partner income (loss) capital

Balance September 30, 2000 32,078,293 9,891,072 $118,872 $ 35,542 $ 1,557 $ – $ 155,971
Net income 50,123 14,731 655 65,509
Cumulative effect of change 

in accounting principle – 
SFAS No. 133 8,921 8,921

Net gains on derivative 
instruments 276 276

Reclassification of net gains 
on derivative instruments (23,380) (23,380)

Comprehensive income 50,123 14,731 655 (14,183) 51,326
Distributions (75,691) (21,760) (984) (98,435)
Common Units issued in 

connection with acquisitions 2,382,946 53,861 544 54,405
Common Units issued in 

connection with public 
offering 2,300,000 39,836 402 40,238

Balance September 30, 2001 36,761,239 9,891,072 187,001 28,513 2,174 (14,183) 203,505

Net income 43,719 11,093 554 55,366
Net losses on derivative 

instruments (10,664) (10,664)
Reclassification of net losses 

on derivative instruments 31,493 31,493

Comprehensive income 43,719 11,093 554 20,829 76,195
Distributions (85,659) (21,760) (1,085) (108,504)
Common Units issued in 

connection with executive 
compensation plan 2,000 43 43

Common Units issued in 
connection with public 
offering 2,428,047 49,623 501 50,124

Common Units sold to 
General Partner 350,000 6,933 70 7,003

Balance September 30, 2002 39,541,286 9,891,072 201,660 17,846 2,214 6,646 228,366

Net income 69,859 1,379 720 71,958
Net gains on derivative 

instruments 14,909 14,909
Reclassification of net gains 

on derivative instruments (25,872) (25,872)

Comprehensive income 69,859 1,379 720 (10,963) 60,995
Distributions (104,907) (5,440) (1,115) (111,462)
Common Units issued in 

connection with public 
offering 2,900,000 75,005 758 75,763

Common Units issued in 
connection with executive 
compensation plan 850 21 21

Conversion of Subordinated 
Units 9,891,072 (9,891,072) 13,785 (13,785) –

Balance September 30, 2003 52,333,208 – $255,423 $ – $ 2,577 $ (4,317) $ 253,683

See accompanying notes to consolidated financial statements.
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Note 1 – Partnership Organization and Formation
AmeriGas Partners, L.P. (“AmeriGas Partners”) was formed on
November 2, 1994, and is a publicly traded limited partnership.
AmeriGas Partners conducts a national propane distribution busi-
ness through its principal operating subsidiaries AmeriGas
Propane, L.P. (“AmeriGas OLP”) and AmeriGas OLP’s subsidiary,
AmeriGas Eagle Propane, L.P. (“Eagle OLP”). AmeriGas Partners,
AmeriGas OLP and Eagle OLP are Delaware limited partnerships.
AmeriGas OLP and Eagle OLP are collectively referred to herein as
“the Operating Partnerships,” and AmeriGas Partners, the
Operating Partnerships and all of their subsidiaries are collectively
referred to herein as “the Partnership” or “we.”

The Operating Partnerships are engaged in the distribution of
propane and related equipment and supplies. The Operating
Partnerships comprise the largest retail propane distribution busi-
ness in the United States serving residential, commercial, industri-
al, motor fuel and agricultural customers from locations in 46
states, including Alaska and Hawaii.

At September 30, 2003, AmeriGas Propane, Inc. (the “General
Partner”), an indirect wholly owned subsidiary of UGI Corporation
(“UGI”), held a 1% general partner interest in AmeriGas Partners
and a 1.01% general partner interest in AmeriGas OLP. The
General Partner and its wholly owned subsidiary Petrolane
Incorporated (“Petrolane,” a predecessor company of the
Partnership) also owned 24,525,004 Common Units of AmeriGas
Partners. The remaining 27,808,204 Common Units are publicly
held. The Common Units represent limited partner interests in
AmeriGas Partners. 

AmeriGas Partners holds a 99% limited partner interest in
AmeriGas OLP. AmeriGas OLP, indirectly through subsidiaries,
owns an effective 0.1% general partner interest and a direct
approximate 99.8% limited partner interest in Eagle OLP. An unre-
lated third party (minority partner) holds an approximate 0.1% limit-
ed partner interest in Eagle OLP. 

AmeriGas Partners and the Operating Partnerships have no
employees. Employees of the General Partner conduct, direct and
manage the activities of AmeriGas Partners and AmeriGas OLP.
The General Partner also provides management and administrative
services to AmeriGas Eagle Holdings, Inc. (“AEH”), the general
partner of Eagle OLP, under a management services agreement.
The General Partner is reimbursed monthly for all direct and indi-
rect expenses it incurs on behalf of the Operating Partnerships.

Note 2 – Summary of Significant Accounting Policies
Consolidation Principles. The consolidated financial statements
include the accounts of AmeriGas Partners and its majority-owned
subsidiaries. We eliminate all significant intercompany accounts and
transactions when we consolidate. We account for the General
Partner’s 1.01% interest in AmeriGas OLP and the minority partner’s
0.1% limited partner interest in Eagle OLP as minority interests in the
consolidated financial statements. The Partnership’s 50% ownership
interest in Atlantic Energy, Inc., a propane storage terminal located in
Chesapeake, Virginia, is accounted for by the equity method.

Reclassifications. In order to more appropriately classify direct
costs associated with the Partnership’s Prefilled Propane Xchange
(“PPX®”) program, for the year ended September 30, 2003, certain
costs previously considered operating and administrative expenses
have been included in cost of sales. We have reclassified $21,008
and $11,044 of such costs incurred during the years ended
September 30, 2002 and 2001, respectively, to conform to the
current-year presentation. 

In January 2003, the Partnership recorded a loss of $3,023 result-
ing from an early extinguishment of long-term debt. This loss has
been reflected in the Consolidated Statements of Operations for the
year ended September 30, 2003 as “loss on extinguishments of
debt.” A loss of $752 associated with a November 2001 early extin-
guishment of long-term debt previously included in other income,
net, in the Consolidated Statement of Operations for the year ended
September 30, 2002 has been reclassified to conform to the current-
year presentation (see Note 6).

We have reclassified certain other prior-year balances to con-
form to the current-year presentation.

Use of Estimates. We make estimates and assumptions when
preparing financial statements in conformity with accounting princi-
ples generally accepted in the United States. These estimates and
assumptions affect the reported amounts of assets and liabilities,
revenues and expenses, as well as the disclosure of contingent
assets and liabilities. Actual results could differ from these estimates.

Revenue Recognition. We recognize revenue from the sale of
propane principally as product is delivered to customers. Revenue
from the sale of appliances and equipment is recognized at the
time of sale or installation. Revenue from repairs and maintenance
is recognized upon completion of the service. 

Effective October 1, 2000, we applied the guidance of Securities
and Exchange Commission (“SEC”) Staff Accounting Bulletin No.
101 entitled “Revenue Recognition” (“SAB 101”) with respect to
annually billed nonrefundable tank fees. Under this accounting
method, revenues from such fees are recorded on a straight-line
basis over one year. Prior to the change in accounting, such rev-
enues were recorded when billed. For a detailed description of this
change in accounting and its impact on our results, see Note 18.

Inventories. Our inventories are stated at the lower of cost or
market. We determine cost using an average cost method for
propane, specific identification for appliances, and the first-in, first-
out (“FIFO”) method for all other inventories. 
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Property, Plant and Equipment and Related Depreciation. We
record property, plant and equipment at cost. The amounts we
assign to property, plant and equipment of businesses we acquire
are based upon estimated fair value at date of acquisition. When
plant and equipment are retired or otherwise disposed of, we
remove the cost and accumulated depreciation from the appropri-
ate accounts and any resulting gain or loss is recognized in “other
income, net” in the Consolidated Statements of Operations. We
compute depreciation expense on plant and equipment using the
straight-line method over estimated service lives generally ranging
from 15 to 40 years for buildings and improvements; 7 to 30 years
for storage and customer tanks and cylinders; and 2 to 10 years
for vehicles, equipment, and office furniture and fixtures.
Depreciation expense was $70,423 in 2003, $61,993 in 2002 and
$48,169 in 2001. 

Effective October 1, 2000, we changed our method of account-
ing for costs to install Partnership-owned tanks at customer loca-
tions. Under the new accounting method, all costs to install such
tanks, net of amounts billed to customers, are capitalized and
depreciated 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 18.

Intangible Assets. The Partnership’s intangible assets comprise
the following at September 30:

2003 2002

Subject to amortization:

Customer relationships and 
noncompete agreements (a) $ 38,966 $ 31,237

Accumulated amortization (11,934) (8,651)

$ 27,032 $ 22,586

Not subject to amortization:

Goodwill (a) $509,155 $ 496,603
Excess reorganization value 93,320 93,320

$602,475 $ 589,923

(a) The increases in the carrying amounts of intangible assets during Fiscal 2003
resulted from Partnership business acquisitions.

We amortize customer relationship and noncompete agreement
intangibles over their estimated periods of benefit which do not
exceed 15 years. Prior to the adoption of SFAS 142, we amortized
goodwill resulting from purchase business combinations on a
straight-line basis over 40 years, and excess reorganization value
(resulting from Petrolane’s July 1993 reorganization under Chapter
11 of the U.S. Bankruptcy Code) on a straight-line basis over 20
years. Amortization expense of intangible assets was $3,283 in
2003 and $3,287 in 2002. Amortization expense of intangible
assets in 2001, which includes amortization of goodwill and excess
reorganization value prior to the adoption of SFAS 142, was
$25,767. Estimated amortization expense of intangible assets dur-
ing the next five fiscal years is as follows: Fiscal 2004 - $3,470;
Fiscal 2005 - $3,226; Fiscal 2006 - $2,841; Fiscal 2007 - $2,212;
Fiscal 2008 - $1,982.

Effective October 1, 2001, we early adopted the provisions of
Statement of Financial Accounting Standards (“SFAS”) No. 142,
“Goodwill and Other Intangible Assets” (“SFAS 142”). SFAS 142
addresses the financial accounting and reporting for acquired
goodwill and other intangible assets and supersedes Accounting
Principles Board (“APB”) Opinion No. 17, “Intangible Assets.” SFAS
142 addresses the financial accounting and reporting for intangible
assets acquired individually or with a group of other assets
(excluding those acquired in a business combination) at acquisition
and also addresses the financial accounting and reporting for
goodwill and other intangible assets subsequent to their acquisi-
tion. Under SFAS 142, an intangible asset is amortized over its
useful life unless that life is determined to be indefinite. Goodwill,
including excess reorganization value, and other intangible assets
with indefinite lives are not amortized but are subject to tests for
impairment at least annually. In accordance with the provisions of
SFAS 142, the Partnership ceased the amortization of goodwill and
excess reorganization value effective October 1, 2001.

The following table provides reconciliations of reported and
adjusted net income and basic and diluted net income per limited
partner unit as if SFAS 142 had been adopted as of October 1, 2000:

Year Ended September 30,
2003 2002 2001

Net income:

Reported income before 
accounting changes $71,958 $55,366 $53,015

Add back goodwill and 
excess reorganization 
value amortization, 
net of adjustment to 
minority interests – – 23,570

Adjusted income before 
accounting changes 71,958 55,366 76,585

Cumulative effect of 
accounting changes – – 12,494

Adjusted net income $71,958 $55,366 $89,079

Basic and diluted income 

per limited partner unit:

Reported income before 
accounting changes $ 1.42 $ 1.12 $ 1.18

Add back goodwill and 
excess reorganization 
value amortization, 
net of adjustment to 
minority interests – – 0.53

Adjusted income per unit 
before accounting 
changes 1.42 1.12 1.71

Cumulative effect of 
accounting changes  – – 0.27

Adjusted net income 
per unit $ 1.42 $ 1.12 $ 1.98
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SFAS 142 requires that we perform an impairment test annually
or more frequently if events or circumstances indicate that the
value of goodwill might be impaired. No provisions for goodwill
impairments were recorded during 2003 and 2002.

Deferred Debt Issuance Costs. Included in other assets are net
deferred debt issuance costs of $14,022 and $13,673 at
September 30, 2003 and 2002, respectively. We are amortizing
these costs over the term of the related debt.

Computer Software Costs. We include in property, plant and
equipment costs associated with computer software we develop or
obtain for use in our business. We amortize computer software
costs on a straight-line basis over expected periods of benefit not
exceeding seven years once the installed software is ready for its
intended use. 

Customer Deposits. We offer certain of our customers prepay-
ment programs which require customers to pay a fixed periodic
amount, or to otherwise prepay a portion of their anticipated
propane purchases. Customer prepayments, which exceed associ-
ated billings, are classified as customer deposits and advances on
the Consolidated Balance Sheets.

Environmental Liabilities. We accrue environmental investigation
and clean-up costs when 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 from insurance carriers. We do
not discount to present value the costs of future expenditures for
environmental liabilities.

Income Taxes. AmeriGas Partners and the Operating Partnerships
are not directly subject to federal income taxes. Instead, their tax-
able income or loss is allocated to their individual partners. The
Operating Partnerships have corporate subsidiaries which are
directly subject to federal income taxes. Accordingly, our
Consolidated Financial Statements reflect income taxes related to
these corporate subsidiaries. Net income for financial statement
purposes may differ significantly from taxable income reportable to
unitholders. This is a result of (1) differences between the tax basis
and financial reporting basis of assets and liabilities and (2) the tax-
able income allocation requirements of the Second Amended and
Restated Agreement of Limited Partnership of AmeriGas Partners,
L.P. (“Partnership Agreement”) and the Internal Revenue Code.

Unit-Based Compensation. As permitted by SFAS No. 123,
“Accounting for Stock-Based Compensation” (“SFAS 123”), we
apply the provisions of APB Opinion No. 25, “Accounting for Stock
Issued to Employees” (“APB 25”), in recording compensation
expense for grants of equity instruments to employees. We record-
ed unit-based compensation expense of $2,151 in 2003, $1,018 in

2002 and $497 in 2001. Our unit-based compensation expense
under the provisions of APB 25 for all periods presented was not
materially different from amounts determined under the provisions
of SFAS 123. For a description of unit-based compensation and
related disclosure, see Note 10.

Net Income Per Unit. Net income per unit is computed by divid-
ing net income, after deducting the General Partner’s 1% interest,
by the weighted average number of limited partner units outstand-
ing. Potentially dilutive Common Units included in the diluted limit-
ed partner units outstanding computation of 70,000 in 2003 and
23,000 in 2002 reflect the effects of Common Unit awards issued
under AmeriGas Propane, Inc. incentive compensation plans. There
were no potentially dilutive securities in 2001.

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 instruments and
for hedging activities. It requires that all derivative instruments be
recognized as either assets or liabilities and measured at fair value.
The accounting for changes in fair value depends upon the pur-
pose of the derivative instrument and whether it is designated and
qualifies for hedge accounting. The adoption of SFAS 133 resulted
in a cumulative effect charge to net income of $736 and a cumula-
tive effect increase to accumulated other comprehensive income of
$8,921. The increase in accumulated other comprehensive income
is attributable to net gains on derivative instruments designated
and qualifying as cash flow hedges on October 1, 2000.

For a detailed description of the derivative instruments we use,
our objectives for using them, and related supplemental informa-
tion required by SFAS 133, see Note 14.

Consolidated Statements of Cash Flows. We define cash equiv-
alents as all highly liquid investments with maturities of three months
or less when purchased. We record cash equivalents at cost plus
accrued interest, which approximates market value. We paid interest
totaling $89,157 in 2003, $86,556 in 2002 and $79,302 in 2001.

Comprehensive Income. Comprehensive income comprises net
income and other comprehensive income (loss). Other comprehen-
sive income (loss) results from gains and losses on derivative
instruments qualifying as cash flow hedges. 

Segment Information. We have determined that we have a single
reportable operating segment which engages in the distribution of
propane and related equipment and supplies. No single customer
represents ten percent or more of consolidated revenues. In addi-
tion, virtually all of our revenues are derived from sources within
the United States and virtually all of our long-lived assets are locat-
ed in the United States.



Recently Issued Accounting Pronouncements. In December
2002, the Financial Accounting Standards Board (“FASB”) issued
SFAS No. 148, “Accounting for Stock-Based Compensation -
Transition and Disclosure” (“SFAS 148”). SFAS 148 provides alter-
native methods of transition for an entity that voluntarily changes to
a fair value based method of accounting for stock-based employee
compensation. In addition, SFAS 148 amends SFAS No. 123,
“Accounting for Stock-Based Compensation” (“SFAS 123”), to
require more prominent disclosure about the effects on reported
net income of stock-based employee compensation. As permitted
by SFAS 148 and SFAS 123, the Partnership expects to continue
to account for unit-based compensation in accordance with 
APB 25 and will continue to provide the required disclosures in 
its annual and interim financial statements. 

In April 2003, the FASB issued SFAS No. 149, “Amendment of
Statement 133 on Derivative Instruments and Hedging Activities”
(“SFAS 149”). SFAS 149 is effective for contracts entered into or
modified after June 30, 2003 and for hedging relationships desig-
nated after June 30, 2003. SFAS 149 (i) clarifies under what cir-
cumstances a contract with an initial net investment meets the
characteristic of a derivative, (ii) clarifies when a derivative contains
a financing component, (iii) amends the definition of an underlying-
rate, price or index to conform it to language used in FASB
Interpretation No. 45, “Guarantor’s Accounting and Disclosure
Requirements for Guarantees, Including Indirect Guarantees of
Indebtedness of Others,” and (iv) amends certain other existing
pronouncements. SFAS 149 did not change the methods the
Partnership uses to account for and report its derivatives and
hedging activities. 

In May 2003, the FASB issued SFAS No. 150, “Accounting for
Certain Financial Instruments with Characteristics of Both Liabilities
and Equity” (“SFAS 150”). SFAS 150 is effective at the beginning of
the first interim period beginning after June 15, 2003. SFAS 150
establishes guidelines on how an issuer classifies and measures
certain financial instruments with characteristics of both liabilities
and equity. SFAS 150 further defines and requires that certain
instruments within its scope be classified as liabilities on the finan-
cial statements. The adoption of SFAS 150 did not affect the
Partnership’s financial position or results of operations. 

In January 2003, the FASB issued Financial Interpretation No. 46,
“Consolidation of Variable Interest Entities” (“FIN 46”), which clarifies
Accounting Research Bulletin No. 51, “Consolidated Financial
Statements.” FIN 46 is effective immediately for variable interest enti-
ties created or obtained after January 31, 2003. For variable interests
created or acquired before February 1, 2003, FIN 46 is effective for
the first fiscal or interim period beginning after December 15, 2003. If
certain conditions are met, FIN 46 requires the primary beneficiary to
consolidate certain variable interest entities in which the other equity
investors lack the essential characteristics of a controlling financial
interest or their investment at risk is not sufficient to permit the
variable interest entity to finance its activities without additional
subordinated financial support from other parties. The Partnership
has not created or obtained any variable interest entities after
January 31, 2003, and is currently in the process of evaluating the
impact of FIN 46, which is not expected to have a material effect on
its financial position or results of operations.

Note 3 – Acquisitions
During 2003, AmeriGas OLP acquired several retail propane distri-
bution businesses for total cash consideration of $27,000. In con-
junction with these acquisitions, liabilities of $1,469 were incurred.
The operating results of these businesses have been included in
our operating results from their respective dates of acquisition. The
total purchase price of these acquisitions has been allocated to the
assets and liabilities acquired as follows:

Net current assets $ 2,260
Property, plant and equipment 6,095
Goodwill 12,552
Customer relationships and noncompete agreements 

(estimated useful life of 10 and 5 years, respectively) 7,729
Other assets and liabilities (167)

Total $28,469

The pro forma effect of these transactions was not material to the
Partnership’s results of operations.

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 equi-
ty 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
General Partner. The acquired businesses comprised the seventh
largest 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 all of the assets of Columbia Propane,
including an indirect 1% general partner interest and an approxi-
mate 99% limited partnership interest in Eagle OLP. 

The purchase price of the Columbia Propane Businesses con-
sisted of $201,750 in cash. In addition, AmeriGas OLP agreed to
pay CEG for the amount of working capital, as defined, in excess
of $23,000. In April 2002, the Partnership’s management and CEG
agreed upon the amount of working capital acquired by AmeriGas
OLP and AmeriGas OLP made an additional payment for working
capital and other adjustments totaling $736. The Columbia
Purchase Agreement also provided for the purchase by CEG of lim-
ited partnership interests in AmeriGas OLP valued at $50,000 for
$50,000 in cash, which interests were exchanged for 2,356,953
Common Units of AmeriGas Partners having an estimated fair
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value of $54,422. Concurrently with the acquisition, AmeriGas
Partners issued $200,000 of 8.875% Senior Notes due May 2011,
the net proceeds of which were contributed to AmeriGas OLP to
finance the acquisition of the Columbia Propane Businesses, to
fund related fees and 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 from August 21, 2001.

The following table identifies the components of the purchase
price of the Columbia Propane Businesses:

Cash paid $202,486
Cash received from sale of AmeriGas OLP

limited partner interests (50,000)
Fair value of AmeriGas Partners’ Common Units 

issued in exchange for the AmeriGas OLP 
limited partner interests 54,422

Transaction costs and expenses 8,140
Involuntary employee termination benefits and 

relocation costs 2,618
Other liabilities and obligations incurred 1,031

Total $218,697

The purchase price of the Columbia Propane Businesses was
allocated to the assets and liabilities acquired as follows: 

Net current assets $ 16,741
Property, plant and equipment 182,761
Customer relationships and noncompete agreement 

(estimated useful life of 15 and 5 years, respectively) 19,878
Other assets and liabilities (683)

Total $218,697

The following table presents unaudited pro forma income state-
ment and per unit data for 2001 as if the acquisition of the
Columbia Propane Businesses had occurred as of the beginning of
the year:

2001

Revenues $1,788,567
Income before accounting changes $ 51,637
Net income $ 64,131
Income per limited partner unit – basic and diluted:

Income before accounting changes $1.10
Net income $1.36

The pro forma results of operations reflect the Columbia Propane
Businesses’ historical operating results after giving effect to adjust-
ments directly attributable to the transaction that are expected to
have a continuing 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 forma
results are not necessarily indicative of the actual results that would
have occurred had the acquisition of the Columbia Propane
Businesses occurred as of the beginning of the year presented or of
future operating results under our management. 

During 2001, in addition to the acquisition of the Columbia
Propane Businesses, we acquired several other small propane dis-
tribution businesses for $147 in cash and 25,993 Common Units.
These transactions did not have a material effect on the
Partnership’s results of operations.

On October 1, 2003, AmeriGas OLP acquired substantially all of
the retail propane distribution assets and business of Horizon
Propane LLC (“Horizon Propane”) for total cash consideration of
$31,044. In addition, AmeriGas OLP agreed to pay Horizon for the
amount of working capital, as defined in the Asset Purchase
Agreement, in excess of $2,600. During its 2003 fiscal year, Horizon
Propane sold over 30 million gallons of propane from ninety loca-
tions in twelve states.

Note 4 – Conversion of Subordinated Units
In December 2002, the General Partner determined that the cash-
based performance and distribution requirements for the conver-
sion of the then-remaining 9,891,072 Subordinated Units, all of
which were held by the General Partner, had been met in respect
of the quarter ended September 30, 2002. As a result, the
Subordinated Units were converted to an equivalent number of
Common Units effective November 18, 2002. The conversion of the
Subordinated Units did not result in an increase in the total number
of AmeriGas Partners limited partner units outstanding.

Note 5 – Quarterly Distributions of Available Cash
The Partnership makes distributions to its partners approximately
45 days after the end of each fiscal quarter in a total amount equal
to its Available Cash for such quarter. Available Cash generally
means:

1. all cash on hand at the end of such quarter,
2. plus all additional cash on hand as of the date of determina-

tion resulting from borrowings after the end of such quarter,
3. less the amount of cash reserves established by the General

Partner in its reasonable discretion.
The General Partner may establish reserves for the proper con-

duct of the Partnership’s business and for distributions during the
next four quarters. In addition, certain of the Partnership’s debt
agreements require reserves be established for the payment of
debt principal and interest.

Distributions of Available Cash are made 98% to limited part-
ners 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 all units. 
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However, prior to May 20, 2004, AmeriGas Partners may use the
proceeds of a public offering of Common Units to redeem up to
33% of the 8.875% Senior Notes at 108.875% plus accrued and
unpaid interest. The 10% Senior Notes generally cannot be
redeemed at our option prior to their maturity. AmeriGas Partners
prepaid $15,000 of 10.125% Senior Notes in November 2001 at a
redemption price of 103.375% and prepaid the remaining $85,000
of 10.125% Senior Notes in January 2003 at a redemption price of
102.25%, in each instance, including accrued interest. AmeriGas
Partners recognized losses of $3,023 and $752 associated with
these prepayments which amounts are reflected in “Loss on extin-
guishments of debt” in the 2003 and 2002 Consolidated
Statements of Operations, respectively. 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-oblig-
or of the Series D and E First Mortgage Notes. AmeriGas OLP may
prepay the First Mortgage Notes, in whole or in part. These prepay-
ments include a 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 whole or in part.

AmeriGas OLP Credit Agreement. AmeriGas OLP’s Credit
Agreement (“Credit Agreement”) consists of (1) a Revolving Credit
Facility and (2) an Acquisition Facility. AmeriGas OLP’s obligations
under the Credit Agreement are collateralized by substantially all of
its assets. The General Partner and Petrolane are guarantors of
amounts outstanding under the Credit Agreement.

Under the Revolving Credit Facility, AmeriGas OLP may borrow
up to $100,000 (including a $100,000 sublimit for letters of credit)
subject to restrictions in the AmeriGas Partners Senior Notes
indentures (see “Restrictive Covenants” below). The Revolving
Credit Facility may be used for working capital and general purpos-
es of AmeriGas OLP. The Revolving Credit Facility expires on
October 15, 2006, but may be extended for additional one-year
periods with the consent of the participating banks representing at
least 80% of the commitments thereunder. There were no borrow-
ings outstanding under AmeriGas OLP’s Revolving Credit Facility at
September 30, 2003. AmeriGas OLP had borrowings under the
Revolving Credit Facility totaling $10,000 at September 30, 2002,
which we classify as bank loans. Issued and outstanding letters of
credit, which reduce available borrowings under the Revolving
Credit Facility, totaled $33,363 and $19,781 at September 30, 2003
and 2002, respectively.

The Acquisition Facility provides AmeriGas OLP with the ability
to borrow up to $75,000 to finance the purchase of propane busi-
nesses or propane business assets or, to the extent it is not so
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Note 6 – Debt
Long-term debt comprises the following at September 30:

2003 2002

AmeriGas Partners Senior Notes: 
8.875%, due May 2011 (including 

unamortized premium of $6,426
and $1,550, respectively, effective 
rate - 8.56%) $366,426 $241,550

10%, due April 2006 (less unamortized
discount of $167 and $223, 
respectively, effective rate - 10.125%) 59,833 59,777

10.125%, due April 2007 – 85,000
AmeriGas OLP First Mortgage Notes:

Series A, 9.34% - 11.71%, due 
April 2003 through April 2009 
(including unamortized premium 
of $6,581 and $7,884, respectively,
effective rate - 8.91%) 166,581 167,884

Series B, 10.07%, due April 2003 
through April 2005 (including 
unamortized premium of $1,082 
and $2,304, respectively, effective 
rate - 8.74%) 81,082 122,304

Series C, 8.83%, due April 2003
through April 2010 96,250 110,000

Series D, 7.11%, due March 2009 
(including unamortized premium of 
$1,890 and $2,168, respectively, 
effective rate - 6.52%) 71,890 72,168

Series E, 8.50%, due July 2010 (including 
unamortized premium of $137 and $149, 
respectively, effective rate - 8.47%) 80,137 80,149

Other 5,087 6,952

Total long-term debt 927,286 945,784
Less current maturities (including net

unamortized premium of $3,082 
and $2,887, respectively) (58,705) (60,398)

Total long-term debt due after one year $868,581 $ 885,386

Scheduled principal repayments of long-term debt for each of
the next five fiscal years ending September 30 are as follows: 
2004 - $55,623; 2005 - $55,512; 2006 - $114,427; 2007 - $54,105;
2008 - $54,069.

AmeriGas Partners Senior Notes. The 8.875% Senior Notes
generally cannot be redeemed at our option prior to May 20, 2006.
A redemption premium applies thereafter through May 19, 2009.
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used, may be used for working capital and general purposes. The
Acquisition Facility operates as a revolving facility through October
15, 2006, at which time amounts then outstanding will be immedi-
ately due and payable. There were no amounts outstanding under
the Acquisition Facility at September 30, 2003 and 2002.

The Revolving Credit Facility and the Acquisition Facility permit
AmeriGas OLP to borrow at prevailing interest rates, including the
base rate, defined as the higher of the Federal Funds rate plus
0.50% or the agent bank’s prime rate (4.00% at September 30,
2003), or at a two-week, one-, two-, three-, or six-month Eurodollar
Rate, as defined in the Credit Agreement, plus a margin. The mar-
gin on Eurodollar Rate borrowings (which ranges from 1.00% to
2.25%), and the Credit Agreement facility fee rate (which ranges
from 0.25% to 0.50%) are dependent upon AmeriGas OLP’s ratio
of funded debt to earnings before interest expense, income taxes,
depreciation and amortization (“EBITDA”), each as defined in the
Credit Agreement. 

General Partner Facility. AmeriGas OLP also has a Revolving
Credit Agreement with the General Partner under which it may bor-
row up to $20,000 for working capital and general purposes. This
agreement is coterminous with, and generally comparable to,
AmeriGas OLP’s Revolving Credit Facility except that borrowings
under the General Partner Facility are unsecured and subordinated
to all senior debt of AmeriGas OLP. Interest rates on borrowings
are based upon one-month offshore interbank offering rates.
Facility fees are determined in the same manner as fees under the
Revolving Credit Facility. UGI has agreed to contribute up to
$20,000 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 pre-
ferred 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, as defined, as of
the end 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 is less than or equal to 1.75-to-1, the
Partnership may make cash distributions in a total amount not to
exceed $24,000 less the total amount of distributions made during

the immediately preceding 16 fiscal quarters. At September 30,
2003, such ratio was 2.79-to-1.

The Credit Agreement and the First Mortgage Notes restrict the
incurrence of additional indebtedness and also restrict certain liens,
guarantees, investments, loans and advances, payments, mergers,
consolidations, asset transfers, transactions with affiliates, sales of
assets, acquisitions and other transactions. The Credit Agreement
and First Mortgage Notes require the ratio of total indebtedness, as
defined, to EBITDA, as defined (calculated on a rolling four-quarter
basis or eight-quarter basis divided by two), to be less than or
equal to 4.75-to-1 with respect to the Credit Agreement and 5.25-
to-1 with respect to the First Mortgage Notes. In addition, the
Credit Agreement requires that AmeriGas OLP maintain a ratio of
EBITDA to interest expense, as defined, of at least 2.25-to-1 on a
rolling four-quarter basis. Generally, as long as no default exists or
would result, AmeriGas OLP is permitted to make cash distribu-
tions not more frequently than quarterly in an amount not to
exceed available cash, as defined, for the immediately preceding
calendar quarter. At September 30, 2003, the Partnership was in
compliance with its financial covenants.

Note 7 – Employee Retirement Plans
The General Partner sponsors a 401(k) savings plan for eligible
employees. Participants in the savings plan may contribute a por-
tion of their compensation on a before-tax basis. Generally,
employee contributions are matched on a dollar-for-dollar (100%)
basis up to 5% of eligible compensation. In conjunction with a
short-term cost savings program, for the period March 1, 2002 to
September 30, 2002, employee contributions were matched at a
rate of 25% up to 5% of eligible compensation. The cost of bene-
fits under our savings plan was $5,555 in 2003, $2,904 in 2002 and
$4,765 in 2001. 

Note 8 – Inventories
Inventories comprise the following at September 30:

2003 2002

Propane gas $51,691 $38,283
Materials, supplies and other 13,199 18,586
Appliances for sale 5,281 5,627

Total inventories $70,171 $62,496

In addition to inventories on hand, we also enter into contracts
to purchase propane to meet a portion of our supply requirements.
Generally, these contracts are one- to three-year agreements sub-
ject to annual review and call for payment based on either fixed
prices or market prices at date of delivery.
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Under the AmeriGas Propane, Inc. 2000 Long-Term Incentive
Plan (“2000 Incentive Plan”), the General Partner may grant to key
employees the rights to receive a total of 500,000 Common Units,
or cash equivalent to the fair market value of such Common Units,
upon the achievement of performance goals. In addition, the 2000
Incentive Plan may provide for the crediting of Partnership distribu-
tion equivalents to participants’ accounts. Distribution equivalents
will be paid in cash and such payment may, at the participant’s
request, be deferred. The actual number of Common Units (or their
cash equivalents) ultimately issued, and the actual amount of distri-
bution equivalents paid, is dependent upon the achievement of per-
formance goals. Generally, each grant, unless paid, will terminate
when the participant ceases to be employed by the General Partner.
We also have a nonexecutive Common Unit plan under which the
General Partner may grant awards of up to a total of 200,000
Common Units to key employees who do not participate in the
2000 Incentive Plan. Generally, awards under the nonexecutive plan
vest at the end of a three-year period and will be paid in Common
Units and cash. During 2003, 2002 and 2001, the General Partner
made awards under the 2000 Incentive Plan and the nonexecutive
plan representing 112,500, 43,250 and 66,075 Common Units,
respectively. We recorded compensation expense of $2,151 in 2003,
$1,018 in 2002 and $497 in 2001 relating to these plans. At
September 30, 2003, and 2002, awards representing 209,336 and
105,825 Common Units, respectively, were outstanding.

Note 11 – Commitments and Contingencies
We lease various buildings and other facilities and transportation,
computer and office equipment under operating leases. Certain of
the leases contain renewal and purchase options and also contain
escalation clauses. Our aggregate rental expense for such leases
was $43,179 in 2003, $41,974 in 2002 and $32,709 in 2001.

Minimum future payments under noncancelable operating leas-
es are as follows:

Year Ending September 30,
2004 $ 37,203
2005 32,158
2006 27,196
2007 22,736
2008 18,613
Thereafter 39,620

Total minimum operating lease payments $177,526

The Partnership enters into fixed price contracts with suppliers
to purchase a portion of its propane supply requirements. These
contracts generally have terms of less than one year. As of
September 30, 2003, contractual obligations under these contracts
totaled $16,749.
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Note 9 – Property, Plant and Equipment
Property, plant and equipment comprise the following at
September 30:

2003 2002

Land $ 62,419 $ 64,672
Buildings and improvements 78,729 75,949
Transportation equipment 71,874 72,300
Storage facilities 88,472 83,528
Equipment, primarily cylinders and tanks 749,867 709,308
Other 16,333 14,383

Gross property, plant and equipment 1,067,694 1,020,140
Less accumulated depreciation and 

amortization (473,090) (408,590)

Net property, plant and equipment $ 594,604 $ 611,550

Note 10 – Partners’ Capital and Incentive
Compensation Plans
In accordance with the Partnership Agreement, the General Partner
may, in its sole discretion, cause the Partnership to issue an unlim-
ited number of additional Common Units and other equity securi-
ties of the Partnership ranking on a parity with the Common Units.

In June 2003, AmeriGas Partners sold 2,900,000 Common Units
in an underwritten public offering at a public offering price of
$27.12 per unit. The net proceeds of the public offering totaling
$75,005 and the associated capital contributions from the General
Partner totaling $1,531 were contributed to AmeriGas OLP and
used to reduce indebtedness under its bank credit agreement and
for general partnership purposes. 

In December 2001 and January 2002, AmeriGas Partners sold
an aggregate 2,428,047 Common Units in conjunction with an
underwritten public offering at a public offering price of $21.50 per
unit. The net proceeds of the public offering and the associated
capital contributions from the General Partner totaling $50,635
were contributed to AmeriGas OLP and used to reduce indebted-
ness under its bank credit agreement and for working capital. In
October 2001, AmeriGas Partners closed the sale of 350,000
Common Units to the General Partner at the trade-date market
price of $19.81 per unit. The proceeds of this sale and the associ-
ated capital contributions from the General Partner totaling $7,075
were contributed to AmeriGas OLP which used the proceeds to
reduce borrowings under its bank credit agreement and for working
capital. In October 2000, we sold 2,300,000 Common Units in con-
junction with a public offering at a public offering price of $18.44
per unit. The net proceeds from the Common Unit offering and the
associated capital contributions from the General Partner totaling
$40,649 were used to reduce indebtedness under its bank credit
agreement and for working capital purposes. 
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The Partnership also enters into contracts to purchase propane
to meet additional supply requirements. Generally, these contracts
are one- to three-year agreements subject to annual review and
call for payment based on either fixed prices or market prices at
the date of delivery. 

The Partnership has succeeded to certain lease guarantee obli-
gations of Petrolane relating to Petrolane’s divestiture of non-
propane operations before its 1989 acquisition by QFB Partners.
Future lease payments under these leases total approximately
$15,000 at September 30, 2003. The leases expire through 2010
and some of them are currently in default. The Partnership has
succeeded 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 aris-
ing 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 seek-
ing confirmation of Texas Eastern’s indemnification obligations and
judicial supervision of Texas Eastern’s dissolution to ensure that its
indemnification obligations to Petrolane are paid or adequately pro-
vided for in accordance with law. Those proceedings are pending.
Pursuant to a Liquidation and Winding Up Agreement dated
September 17, 2002, PanEnergy Corporation (“PanEnergy”), Texas
Eastern’s sole stockholder, assumed all of Texas Eastern’s liabilities
as of December 20, 2002, to the extent of the value of Texas
Eastern’s assets transferred to PanEnergy as of that date (which
was estimated to exceed $94,000), and to the extent that such lia-
bilities arise within ten years from Texas Eastern’s date of dissolu-
tion. 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 the indemnifica-
tion agreement is remote. 

On August 21, 2001, AmeriGas Partners, through AmeriGas OLP,
acquired the propane distribution businesses of Columbia Energy
Group (the “2001 Acquisition”) pursuant to the terms of a purchase
agreement (the “2001 Acquisition Agreement”) by and among
Columbia Energy Group (“CEG”), Columbia Propane Corporation
(“Columbia Propane”), Columbia Propane, L.P. ("CPLP"), CP
Holdings, Inc. (“CPH,” and together with Columbia Propane and

CPLP, the “Company Parties”), AmeriGas Partners, AmeriGas OLP
and the General Partner (together with AmeriGas Partners and
AmeriGas OLP, the “Buyer Parties”). As a result of the 2001
Acquisition, AmeriGas OLP acquired all of the stock of Columbia
Propane and CPH and substantially all of the partnership interests
of CPLP. Under the terms of an earlier acquisition agreement (the
“1999 Acquisition Agreement”), the Company Parties agreed to
indemnify the former general partners of National Propane Partners,
L.P. (a predecessor company of the Columbia Propane businesses)
and an affiliate (collectively, “National General Partners”) against
certain income tax and other losses that they may sustain as a
result of the 1999 acquisition by CPLP of National Propane
Partners, L.P. (the “1999 Acquisition”) or the operation of the busi-
ness after the 1999 Acquisition (“National Claims”). At September
30, 2003, the potential amount payable under this indemnity by the
Company Parties was approximately $65,000. These indemnity obli-
gations will expire on the date that CPH acquires the remaining out-
standing partnership interest of CPLP, which is expected to occur
on or after July 19, 2009. 

Under the terms of the 2001 Acquisition Agreement, CEG
agreed to indemnify the Buyer Parties and the Company Parties
against any losses that they sustain under the 1999 Acquisition
Agreement and related agreements (“Losses”), including National
Claims, to the extent such claims are based on acts or omissions
of CEG or the Company Parties prior to the 2001 Acquisition. The
Buyer Parties agreed to indemnify CEG against Losses, including
National Claims, to the extent such claims are based on acts or
omissions of the Buyer Parties or the Company Parties after the
2001 Acquisition. CEG and the Buyer Parties have agreed to
apportion certain losses resulting from National Claims to the
extent such losses result from the 2001 Acquisition itself.

We also have other contingent liabilities, pending claims and
legal actions arising in the normal course of our business. We can-
not predict with certainty the final results of these matters.
However, it is reasonably possible that some of them could be
resolved unfavorably to us. Although management currently
believes, after consultation with counsel, that damages or settle-
ments, if any, recovered by the plaintiffs in such claims or actions
will not have a material adverse effect on our financial position,
damages or settlements could be material to our operating results
or cash flows in 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.

Notes to Consolidated Financial Statements
(Thousands of dollars, except per unit amounts)



Note 12 – Related Party Transactions
Pursuant to the Partnership Agreement and a Management Services
Agreement among AEH, the general partner of Eagle OLP, and the
General Partner, the General Partner is entitled to reimbursement for
all direct and indirect expenses incurred or payments it makes on
behalf of the Partnership. These costs, which totaled $284,266 in
2003, $262,398 in 2002 and $208,910 in 2001, include employee
compensation and benefit expenses of employees of the General
Partner and general and administrative expenses. 

UGI provides certain financial and administrative services to the
General Partner. UGI bills the General Partner for these direct and
indirect corporate expenses and the General Partner is reimbursed
by the Partnership for these expenses. Such corporate expenses
totaled $8,295 in 2003, $6,341 in 2002 and $5,276 in 2001. In addi-
tion, UGI and certain of its subsidiaries provide office space and
automobile liability insurance to the Partnership. These expenses
totaled $1,683 in 2003, $1,502 in 2002 and $1,348 in 2001. 

Subsequent to the Columbia Propane acquisition, the
Partnership purchases propane on behalf of Atlantic Energy.
Atlantic Energy reimburses AmeriGas OLP for its purchases plus
interest as Atlantic Energy sells such propane to third parties or to
AmeriGas OLP itself. The total dollar value of propane purchased
on behalf of Atlantic Energy was $17,225 and $11,370 in 2003 and
2002, respectively. Purchases of propane by AmeriGas OLP from
Atlantic Energy during 2003 and 2002 totaled $23,940 and
$12,131, respectively.

The General Partner also provides other services to Atlantic
Energy including accounting, insurance and other administrative
services and is reimbursed for the related costs. Such costs were
not material during 2003 or 2002. In addition, AmeriGas OLP
enters into product cost hedging contracts on behalf of Atlantic
Energy. When these contracts are settled, AmeriGas OLP is reim-
bursed the cost of any losses, or distributes the proceeds of any
gains, to Atlantic Energy.

Amounts due from Atlantic Energy at September 30, 2003 and
2002 totaled $2,042 and $5,243, respectively, which amounts are
included in accounts receivable – related parties in the
Consolidated Balance Sheets.

Note 13 – Other Current Liabilities
Other current liabilities comprise the following at September 30:

2003 2002

Self-insured property and casualty liability $12,672 $ 11,658
Taxes other than income taxes 4,994 5,344
Fair value of derivative instruments 2,970 3,330
Propane exchange liability 8,689 4,627
Deferred tank fee revenue 7,563 6,755
Other 3,108 8,759

Total other current liabilities $39,996 $ 40,473

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 inven-
tories. These derivative instruments have been designated by the
Partnership as cash flow or fair value hedges under SFAS 133. The
fair values of these derivative instruments are affected by changes
in propane product prices. In addition to these derivative instru-
ments, the Partnership may also enter into contracts for the forward
purchase of propane as well as fixed price supply agreements to
manage propane market price risk. These contracts generally quali-
fy for the normal purchases and normal sales exception of SFAS
133 and therefore are not adjusted to fair value.

On occasion, we enter into interest rate protection agreements
(“IRPAs”) designed to manage interest rate risk associated with
planned issuances of fixed-rate long-term debt. We designate
these IRPAs as cash flow hedges. Gains or losses on IRPAs are
included in other comprehensive income and are reclassified to
interest expense as the interest expense on the associated debt
issue affects earnings.

During the years ended September 30, 2003, 2002 and 2001,
the net loss recognized in earnings representing cash flow hedge
ineffectiveness was $3,146, $2,123 and $326, respectively. Gains
and losses included in accumulated other comprehensive income at
September 30, 2003 relating to cash flow hedges will be reclassified
into (1) cost of sales when the forecasted purchase of propane sub-
ject 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 compre-
hensive income at September 30, 2003 are net losses of approxi-
mately $2,271 from IRPAs associated with forecasted issuances of
ten-year debt generally anticipated to occur during the next two
years. The amount of net loss which is expected to be reclassified
into net income during the next twelve months is not material. The
remaining net gain on derivative instruments included in accumulated
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other comprehensive income at September 30, 2003 of $2,046 is
principally associated with future purchases of propane generally
anticipated to occur during the next twelve months. The actual
amount of gains or losses on unsettled derivative instruments that
ultimately is reclassified into net income will depend upon the value
of such derivative contracts when settled. The fair value of deriva-
tive instruments is included in other current assets, other current lia-
bilities and other noncurrent liabilities in the Consolidated Balance
Sheets. 

The carrying amounts of financial instruments included in cur-
rent assets and current liabilities (excluding unsettled derivative
instruments and 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 instru-
ments (including unsettled derivative instruments) at September 30
are as follows:

Carrying Estimated
Amount Fair Value

2003:

Propane swap and option contracts $ (637) $ (637)
Interest rate protection agreements (188) (188)
Long-term debt 927,286 1,024,717

2002:

Propane swap, option and forward 
sales contracts $ 9,771 $ 9,771

Interest rate protection agreements (2,758) (2,758)
Long-term debt 945,784 982,869

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. Fair values of derivative instruments
reflect the estimated amounts that we would receive or (pay) to ter-
minate the contracts at the reporting date based upon quoted mar-
ket prices of comparable contracts.

We have financial instruments such as short-term investments
and trade accounts receivable which could expose us to concen-
trations of credit risk. We limit our credit risk from short-term
investments by investing only in investment-grade commercial
paper and U.S. Government securities. The credit risk from trade
accounts receivable is limited because we have a large customer
base which extends across many different U.S. markets. We
attempt to minimize our credit risk associated with our derivative
financial instruments through the application of credit policies.

Note 15 – Other Income, Net
Other income, net, comprises the following:

2003 2002 2001

Gain on sales of fixed assets $(2,173) $(1,719) $(2,413)
Finance charges (3,942) (2,169) (2,435)
Derivative loss – 2,123 326
Other (2,845) (2,638) (1,632)

Total other income, net $(8,960) $(4,403) $(6,154)

Derivative loss of $3,146 is included in “cost of sales – propane”
in the 2003 Consolidated Statement of Operations.

Note 16 – Management Realignment
In June 2003, the General Partner announced a plan to realign its
management structure. Pursuant to the plan, the Partnership
closed its seven regional offices located across the country and
relocated four regional vice presidents to its Valley Forge,
Pennsylvania headquarters. In addition, the Partnership reconfig-
ured its eighty geographically-based market areas into approxi-
mately sixty market areas. 

The new management structure is expected to further stream-
line business processes, eliminate duplication and reduce over-
head expenses. As a result of the management realignment, the
Partnership incurred charges for severance, lease termination and
other expenses totaling $3,756 which are reflected as operating
and administrative expenses in the 2003 Consolidated Statement
of Operations. As of September 30, 2003, $736 of costs associat-
ed with the management realignment, principally comprising
employee severance and lease termination costs, are included in
employee compensation and benefits accrued and other current
liabilities in the Consolidated Balance Sheet. Additional future costs
to be incurred in conjunction with the management realignment are
not expected to have a material effect on our results of operations. 
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Note 17 – Quarterly Data (Unaudited)
The following unaudited quarterly data includes all adjustments (consisting only of normal recurring adjustments) which we consider neces-
sary for a fair presentation. Our quarterly results fluctuate because of the seasonal nature of our propane business.

December 31, March 31, June 30, September 30,
2002 2001 2003 2002 2003 2002 2003 2002

Revenues $445,031 $371,385 $625,546 $460,122 $287,136 $254,469 $270,711 $221,904
Operating income (loss) $ 64,414 $ 42,732 $115,547 $104,644 $ (6,467) $ 11,769 $ (9,504) $ (13,853)
Net income (loss) $ 40,912 $ 18,397 $ 89,876 $ 81,989 $ (27,414) $ (9,945) $ (31,416) $ (35,075)

Net income (loss) per limited 
partner unit - basic and 
diluted $ 0.82 $ 0.38 $ 1.80 $ 1.64 $ (0.54) $ (0.20) $ (0.59) $ (0.70)

Note 18 – Changes in Accounting
Tank Fee Revenue Recognition. In order to apply the guidance
of SAB 101, effective October 1, 2000, we changed our method of
accounting for annually billed nonrefundable tank fees. Prior to the
change in accounting, nonrefundable tank fees for installed
Partnership-owned tanks were recorded as revenue when billed.
Under the new accounting method, revenues from such fees are
being recorded on a straight-line basis over one year. As a result
of this change in accounting, on October 1, 2000, we recorded a
charge of $5,984 representing the cumulative effect of the change
in accounting on prior years. The change in accounting for nonre-
fundable tank fees did not have a material impact on reported rev-
enues in 2003, 2002 and 2001. 

Accounting for Tank Installation Costs. Effective October 1,
2000, we changed our method of accounting for tank installation
costs which are not billed to customers. Prior to the change in
accounting, costs to install Partnership-owned tanks at customer
locations were expensed as incurred. Under the new accounting
method, all such costs, net of amounts billed to customers, are
capitalized in property, plant and equipment and amortized over
the estimated period of benefit not exceeding ten years. We
believe that this accounting method better matches the costs of
installing Partnership-owned tanks with the periods benefited. As a
result of this change in accounting, on October 1, 2000, we
recorded an increase of $19,214 in net income representing the
cumulative effect of the change in accounting on prior years. The
change in accounting for tank installation costs did not have a
material effect on 2001 net income. 

Cumulative Effect of Accounting Changes and Pro Forma

Disclosure. The cumulative effect and related per limited partner
unit amounts reflected on the 2001 Consolidated Statement of
Operations resulting from the above changes in accounting princi-
ples, as well as the cumulative effect resulting from the adoption of
SFAS 133 (see Note 2), comprise the following:

Cumulative
Effect Per

Cumulative Limited
Effect Partner Unit

Tank fees $ (5,984) $(0.13)
Tank installation costs 19,214 0.43
SFAS 133 (736) (0.02)

Total $12,494 $ 0.28
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Report of Independent Auditors

To the Partners of AmeriGas Partners, L.P. and the

Board of Directors of AmeriGas Propane, Inc.:

In our opinion, the accompanying consolidated balance sheets and
the related consolidated statements of operations, of partners’
capital and of cash flows present fairly, in all material respects, the
financial position of AmeriGas Partners, L.P. and its subsidiaries at
September 30, 2003 and 2002, and the results of their operations
and their cash flows for each of the two years in the period ended
September 30, 2003 in conformity with accounting principles gen-
erally accepted in the United States of America. These financial
statements are the responsibility of the management of AmeriGas
Propane, Inc.; our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits
of these statements in accordance with auditing standards general-
ly accepted in the United States of America, which require that we
plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement pres-
entation. We believe that our audits provide a reasonable basis for
our opinion. The consolidated financial statements of AmeriGas
Partners, L.P. and its subsidiaries for the year ended September
30, 2001, prior to the revisions discussed in Note 2, were audited
by other independent auditors who have ceased operations. Those
independent auditors expressed an unqualified opinion on those
financial statements in their report dated November 16, 2001.

As discussed in Note 2 to the consolidated financial statements,
the Partnership adopted Statement of Financial Accounting Standards
No. 142, “Goodwill and Other Intangible Assets” in fiscal 2002.

As discussed above, the consolidated financial statements of
AmeriGas Partners, L.P. and its subsidiaries for the year ended
September 30, 2001, were audited by other independent auditors
who have ceased operations. As described in Note 2, these finan-
cial statements have also been revised to include the transitional
disclosures required by Statement of Financial Accounting
Standards No. 142, “Goodwill and Other Intangible Assets” which
was adopted by the Partnership as of October 1, 2001. We audited
the transitional disclosures described in Note 2. In our opinion, the
transitional disclosures for 2001 in Note 2 are appropriate. However,
we were not engaged to audit, review or apply procedures to the
2001 consolidated financial statements of the Partnership other
than with respect to such adjustments and, accordingly, we do not
express an opinion or any other form of assurance on the 2001 con-
solidated financial statements taken as a whole.

Philadelphia, Pennsylvania
November 17, 2003

To the Partners of AmeriGas Partners, L.P. and the

Board of Directors of AmeriGas Propane, Inc.:

We have audited the accompanying consolidated balance sheets
of AmeriGas Partners, L.P. and subsidiaries as of September 30,
2001 and 2000, and the related consolidated statements of opera-
tions, partners’ capital and cash flows for each of the three years
in the period ended September 30, 2001. These financial state-
ments are the responsibility of the management of AmeriGas
Propane, Inc. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing stan-
dards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to
above present fairly, in all material respects, the consolidated
financial position of AmeriGas Partners, L.P. and subsidiaries as of
September 30, 2001 and 2000, and the results of their operations
and their cash flows for each of the three years in the period
ended September 30, 2001, in conformity with accounting princi-
ples generally accepted in the United States.

As explained in Notes 2 and 4 to the financial statements,
effective October 1, 2000, the Partnership changed its methods of
accounting for tank installation costs and nonrefundable tank fees
and also adopted the provisions of SFAS No. 133.

Philadelphia, Pennsylvania
November 16, 2001

THIS REPORT IS A COPY OF THE PREVIOUSLY ISSUED ACCOUNTANT’S REPORT OF ARTHUR ANDERSEN LLP
AND HAS NOT BEEN REISSUED BY ARTHUR ANDERSEN LLP.

Report of Independent Public Accountants



accountants to conduct the annual audit of the Partnership’s con-
solidated financial statements. The Committee is also responsible
for maintaining direct channels of communication between the
Board of Directors and both the independent accountants and
internal auditors.

The independent accountants perform certain procedures,
including an evaluation of internal controls to the extent required by
auditing standards generally accepted in the United States of
America, in order to express an opinion on the consolidated finan-
cial statements and to obtain reasonable assurance that such
financial statements are free of material misstatement.

Eugene V. N. Bissell 
Chief Executive Officer

Martha B. Lindsay
Chief Financial Officer

Richard R. Eynon
Chief Accounting Officer
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General Partner’s Report

The Partnership’s consolidated financial statements and other
financial information contained in this Annual Report are prepared
by the management of the General Partner, AmeriGas Propane,
Inc., which is responsible for their fairness, integrity and objectivity.
The consolidated financial statements and related information were
prepared in accordance with accounting principles generally
accepted in the United States of America and include amounts that
are based on management’s best judgments and estimates.

The General Partner maintains a system of internal controls.
Management of the General Partner believes the system provides
reasonable, but not absolute, assurance that assets are 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 limits in all systems of internal
control, based on the recognition that the cost of the system should
not exceed the benefits to be derived. We believe that the internal
control system is cost effective and provides reasonable assurance
that material errors or irregularities will be prevented or detected
within a timely period. The internal control system and compliance
therewith are monitored by UGI Corporation’s internal audit staff.

The Audit Committee of the Board of Directors of the General
Partner is composed of three members, none of whom is an employee
of the General Partner. This Committee is responsible for overseeing
the financial reporting process and the adequacy of controls, and
for monitoring the independence of the Partnership’s independent
accountants and the performance of the independent accountants
and internal audit staff. The Committee appoints the independent
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Lon R. Greenberg

Chairman, AmeriGas Propane, Inc.
Chairman, President, and Chief Executive Officer,
UGI Corporation

Eugene V. N. Bissell

President and Chief Executive Officer, AmeriGas Propane, Inc. 

Thomas F. Donovan

Retired, former Vice Chairman, Mellon Bank Corporation

Richard C. Gozon

Retired, former Executive Vice President, Weyerhaeuser Company
(integrated forest products)

William J. Marrazzo

Chief Executive Officer and President, 
WHYY, Inc. (public television and radio)

James W. Stratton

Chief Executive Officer, Stratton Management Company
(investment adviser)

Stephen A. Van Dyck

Chairman, Maritrans Inc.
(petroleum transportation)

Roger B. Vincent

President, Springwell Corporation (corporate finance adviser)
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Unit Data
Common Units – AmeriGas Partners, L.P.
The Partnership’s Common Units are traded on the New York Stock
Exchange under the symbol APU. The number of Common
Unitholders on September 30, 2003 was approximately 40,000 and
the Common Units outstanding totaled 52,333,208 of which
27,808,204 were held by the public.

Market Price of Common Units and Distributions Paid
2003 Fiscal Year High Low Distributions

1st Quarter $24.73 $20.25 $.55
2nd Quarter 25.09 23.30 .55
3rd Quarter 27.25 24.00 .55
4th Quarter 27.13 22.50 .55

2002 Fiscal Year High Low Distributions

1st Quarter $25.35 $21.40 $.55
2nd Quarter 22.74 19.36 .55
3rd Quarter 23.85 21.32 .55
4th Quarter 23.79 17.11 .55

AmeriGas Partners intends to distribute to each holder of its Com-
mon Units $.55 per Common Unit per quarter – $2.20
on an annualized basis – to the extent there is sufficient Available
Cash to do so. Distributions are scheduled to be paid on the
18th day of November, February, May and August.

Tax Information
AmeriGas Partners, L.P. is a publicly traded limited partnership.
All unitholders are partners eligible to receive cash distributions.

A partnership has different tax implications for its owners
than a corporation. The annual income, gains, losses, deductions
or credits of a partnership flow through to its unitholders, or
limited partners, who are required to report their allocated share of
these amounts on their own income tax returns.

By March 15, 2004, each unitholder of AmeriGas Partners, L.P.
will be provided with information in the form of a Substitute Sched-
ule K-1, which will summarize his or her allocated share of the
Partnership’s reportable tax items for the fiscal year ended
September 30, 2003.

For additional information regarding taxes, unitholders should
consult with their personal tax adviser. AmeriGas Tax Information
Services, at 1-800-310-9145, is available for questions regarding
the Substitute Schedule K-1.
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Unitholder Information

Investor Services
Transfer Agent & Registrar
Unitholder communications regarding transfer of units, lost
certificates, lost distribution checks, or changes of address
should be directed to:

Mellon Investor Services LLC
Overpeck Centre
85 Challenger Road
Ridgefield Park, NJ 07660
1-800-756-3353

Shareholders can also view real-time account information and
request transfer agent services online at the Mellon Investor
Services website: www.melloninvestor.com

Mellon Investor Services can be accessed through telecom-
munications devices for the hearing impaired by calling
1-800-231-5469.

Investor Relations
Securities analysts, portfolio managers and other members of the
professional investment community should direct inquiries about
the Partnership to:

Robert W. Krick
Treasurer
AmeriGas Propane, Inc.
P.O. Box 965
Valley Forge, PA 19482
1-610-337-7000

News, Earnings and Financial Reports
AmeriGas Partners has a toll-free, 24-hour, news and investor
information service. By calling 1-800-UGI-9453, you can hear
Partnership news on distributions, earnings and other matters
and access other unitholder services. You can also request copies
of news releases by fax or mail, and annual reports, annual
reports on Form 10-K, and quarterly reports on Form 10-Q by
mail – all without charge.

Comprehensive news, webcast events and other information
about AmeriGas Partners and our parent company UGI Corpora-
tion is available via the Internet at: www.amerigas.com

You can also request all reports and governance documents,
including the company’s Code of Ethics and Principles of Corpo-
rate Governance, by writing to Robert W. Krick, Treasurer,
AmeriGas Propane, Inc. at the address above.
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Orbia Adams • Charles Allen • John Allen • Alice Anderson • Phil Anderson • Renae Anderson • Ronald Andrews • Lisa Antrim • Kevin Arcieri

Cindy Armstrong • Brian Arnes • Dave Artero • Randy Bailey • Ruth Bailey • Dee Dee Balaguy • Jerry Banton • Henry Barajas • Dave Barber • Dave Barnard

Geoff Baxindine • Debra Baylor • David Beam • Ken Beckmann • Bruce Bennett • Carolyn Bennett • Ed Benoit • Ray Berndt • Sheila Bertot • April Betts

Lori Beuter • Joanne Bevilacqua • Dan Binning • Jeffrey Bishop • Suzanne Boltz • Weldon Botkin • Bob Bowman • Michael Bradley • David Broach

Jerold Brooks • Doug Brown • John Brown • Matt Brown • Pauline Brown • Kris Bruflat • Bill Buerk • Scott Burns • Chris Butler • Gloria Byers • Robert Cain

Tom Cain • Chris Capkovic • Julie Carrier • James Carter • Steve Carver • Ty Chanson • Bill Chase • Randy Chase • Matt Chastain • Arnold Christensen

John Cieri • Deborah Clapham • Jac Clark • Jimmy Clark • Steve Cless • Beverly Cliff-Satkevich • David Cline • Alan Cogan • Sue Colburn • Phyllis Collins

Raul Colon • Matt Compton • Richard Conrad • Arlene Cook • Boyd Cook • James Cope • Susan Coughlin • Bob Couture • Bill Cozzens • Jeff Cramer

Ray Crites • Claudia Crowell • Velma Crowell • Clark Daniels • Imelda Darin • Bob Davis • Denise Davis • Haven Davis • Dee DeCamp • Tim DeForge

Michelle Denvir • David DeWeese • Larry Dicken • Karla Dickson • Jaci Dillon • Al DiSilva • Scott Dixon • Pam Doremus • Connie Doucette • Mark Douglas

Robert Dove • Keith Duhe • Gerald Dukes • Efren Earle • Carol Ekker • Don Ellis • Sharon Ellison • Bob England • Walt Espinoza • Pam Eulenfeld • A. C. Evans

Gerald Faircloth • Donna Farmer • Renee Felton • Susanne Fimple • Tim Fitzgerald • Jim Foulkrod • Bambi Frank • Judith Fraser • G. B. Gay • Christen Geary

Deborah Gee • Joe Geeter • Duane Gengler • Betty Jo Gentry • Frank Gilbert • Don Gilman • Shamokin Gladden • Steve Goff • Dennis Gossens

Diane Graves • Al Greene • Debbie Gregory • Sandy Gregory • Amelia Griffey • Roger Gruwell • Laurie Haas • Phillip Hall • Mark Harman • Julie Hastings

Travis Hauschild • William Hawkins • Raymond Hawley • Lee Hayes • Dawn Hensely • Gary Hepburn • Carl Hill • Tim Hodge • Debbie Hoffman

Dave Holdsworth • Danny Hooper • Don Howe • Michael Humphrey • Linda Hyde • Billie Jean Illi • David Johnson • Dennis Johnson • Bill Jones • Dave Jones

James Jones • Laurie Jones • Sandra Jones • Brenda Kane • Eddie Keeran • Jenny Kersey • Howard Kessy • Bill Keyser • Laddie King • Billy Kinkead

James Kiser • Skip Kline • Donald Knicely • Allison Kolterman • Terry Krentz • Jeffrey Kurzhals • Peggy Lam • Charles Lambert • Pat Lambert • Linda Lancour

Linda Land • Cindy Lemire • Lloyd Lentz • Joyce Levering • Mary Lewis • Zhaodong Li • Earl Lindsey • James Livesay • William Lobb • Myron Lockmiller

Pete Lopez • Ray Lopez • Warren Lorio • Lisa Luper • Benita Lykowski • Brian Manchester • Scott Marlow • Mike Marsh • Rose Martineau • Richard Mason

Judy McCranie • Garry Melugin • Dave Mendenhall, Jr. • Dave Mendenhall, Sr. • Eric Mertz • Delmas Miller • Gerald Miller • Steve Miller • Wilburn Miller

Janna Mitchell • Jim Mitchell • Robert Moellers • David Monger • John Monger • Ron Moniz • Ellen Montanaro • James Mooneyham • Karen Mooneyham

Kathy Moore • Sandy Moore • Mike Morgan • Bud Morton • Paul Mosher • Chris Moss • Jeff Mowder • Peggy Mulvihill • Ken Murray • Lisa Jo Myers

Nicole Nareau • Donna Neff • Kenneth Nelson • Rich Newman • Dave Nickel • Jawhn Nilsen • Walter O’Bryant • Brayden Oliphant • Brian Oliver

Doug Oosterom • Ron Painter • Marty Pankey • Deborah Paskiet • Amy Payne • Peggy Peebles • Rob Pennington • Dana Penwell • John Pereria

Cheryl Perry • Gary Perry • Diane Piantieri • Kathleen Picerno • Trisha Pidgeon • Ken Polk • Amanda Poole • Bill Poole • Sue Poteet • Tony Potts

Tanya Pownall • Danny Price • Don Pruitt • Harley Rader • Harry Rambo • Jon Rand • Connie Reccardo • Allen Redenbaugh • Gary Reed • Mike Reed

Randy Reis • Cindy Repass • Jay Rhoades • Kenny Rhodes • Tom Ridge • Mark Ritchie • David Rivera • Sheila Roberson • Stew Robinson • Peter Robison

Rita Robles • David Roderick • Randy Rothschiller • Bruce Roy • Melinda Roydson • Charles Russell • Ralph Sadler • Rody Saylor • Amy Schevker

Melanie Schutte • Sara Seward • Danielle Sharron • Kathy Sherbahn • Jeanne Sievers • Mike Sims • Mindy Sims • Kathy Sisler • Aaron Slack • Eric Smith

Kathleen Smith • Leo Smith • Steve Smith • Jack Spitler • Jeff St. Cyr • Kurt Stafford • Nancy Staley • Linda Stowe • Patty Streett • Scott Swartz • Sean Sweat

Freddie Tafflock • Beverly Taylor • Tom Taylor • Paige Templeton • Bethany Thompson • John Tippin • Mark Traum • Kevin Usher • Michelle Uttilie

David Vance • Joe Vandervloedt • Rusty Vandine • Norm Varden • Jacky Varner, Jr. • Jacky Varner, Sr. • Christopher Vassar • Allan Wagner • Mike Walter • Dan

Weaver • David Weaver • Mark Weaver • Greg White • Mike White • Tom Widener • Roselie Wilkinson • Jeannie Willison • Jamie Winters • Sharon Winters

Shawn Wisby • Nancy Witte • Dennis Wohlfarth • Andy Wright • Donald Yankey • Alice Young • Dirk Young • Joshua Young • Kevin Young • Michael Zann • Robert Zobel

P.O. Box 965
Valley Forge, PA 19482

You can obtain news and other information about
AmeriGas Partners, L.P.

24 hours a day at 1-800-UGI-9453 or www.amerigas.com

Partners, L.P.


