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Item 2.02 Results of Operations and Financial Condition.
On December 2, 2013, UGI Corporation (the "Company") issued a press release announcing revised financial results for the Company for the fiscal years ended September 30, 2013 and September 30, 2012. A copy of the press release is furnished as Exhibit 99.1 to this report and is incorporated herein by reference.




 
Item 4.02 Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.
The Audit Committee of the Board of Directors of UGI Corporation, after consultation with management, concluded on November 29, 2013 that it is necessary to restate the Company’s financial statements for the fiscal quarters ended March 31, 2013, June 30, 2012 and December 31, 2011 to correct the accounting treatment and disclosures relating to certain derivative transactions at UGI Energy Services, LLC (formerly known as UGI Energy Services, Inc.) ("Energy Services") under accounting principles applicable to the use of hedge accounting for derivative instruments as set forth in the Financial Accounting Standards Board’s Accounting Standards Codification ("ASC") Topic 815 and to reflect certain other immaterial adjustments. Therefore, the previously issued financial statements contained in the Company’s Quarterly Reports on Form 10-Q for such quarters should no longer be relied upon. The Company’s Annual Report on Form 10-K for the year ended September 30, 2013 will include restated financial information for such periods.

Management has concluded that, except with respect to the three fiscal quarters of 2013 and 2012 being restated because of the impact of the volatility of the required mark-to-market adjustments, its failure to properly account for these derivative transactions is not material to investors or to the Company’s previously filed annual financial statements or quarterly financial statements. The Company filed a notification of late filing on Form 12b-25 with the Securities and Exchange Commission today.

The increase in natural gas production in the Marcellus Shale region has created opportunities for Energy Services to optimize supply logistics, generally at the time of supply fulfillment. However, the Company has determined that the requirements of ASC Topic 815 with respect to our intended plans for supply fulfillment at the time of hedge inception were not met when we later chose to optimize supply for those hedged transactions. Although management believes that a portion of such transactions may have qualified for hedge accounting treatment under alternate methods, the application of other methodologies retrospectively is not permissible. Mark-to-market gains or losses on the derivative instruments were therefore required to be reflected in the net income for each period rather than recorded as a component of "other comprehensive income" until the forecasted transaction was settled, resulting in quarterly changes to previously reported retained earnings, operating income and net income. The impact on net income (loss) attributable to UGI of these changes is an increase in net income attributable to UGI of $8.7 million (increasing the previously-reported net income attributable to UGI from $171.9 million to $180.6 million) in the second quarter of the 2013 fiscal year, an increase in net income attributable to UGI of $11.6 million (increasing the previously-reported net loss attributable to UGI from $6.3 million to net income attributable to UGI of $5.3 million) in the third quarter of the 2012 fiscal year, and a reduction in net income attributable to UGI of $12.1 million (decreasing the previously-reported net income attributable to UGI from $87.0 million to $74.9 million) in the first quarter of the 2012 fiscal year. The recording of mark-to-market adjustments will have no effect on the Company’s financial condition, day-to day operations, cash flow or liquidity.

In addition, the Company will revise (i) its financial statements for the fiscal quarters ended June 30, 2013, December 31, 2012 and March 31, 2012, (ii) its financial statements for the fiscal years ended September 30, 2012 (increasing the previously-reported net income attributable to UGI from $199.4 million to $210.2 million) and 2011 (increasing the previously-reported net income attributable to UGI from $232.9 million to $245.4 million), and (iii) the Selected Financial Data for the fiscal years ended September 30, 2010 and 2009, to no longer treat certain derivative transactions as cash flow hedges for accounting purposes and to reflect certain other immaterial adjustments.

In connection with the identification of the above-described misapplication of hedge accounting, management has also determined that a material weakness existed in the Company’s internal control over financial reporting with respect to hedge accounting for derivatives of the type described herein, and that the Company’s disclosure controls and procedures in this regard were not effective, as of September 30, 2013. This material weakness and related ineffective disclosure controls and procedures also existed as of the end of each of the periods to be restated or revised. Management has discontinued the use of hedge accounting for Energy Services’ commodities futures contracts and will report mark-to-market adjustments on unsettled derivatives. Like many companies reporting similar mark-to-market adjustments, management intends to provide a non-GAAP measure of net income attributable to UGI excluding the mark-to-market adjustments on open contracts (together with an appropriate reconciliation to GAAP earnings). Management believes that reporting the adjusted net income will provide meaningful information to investors about the Company’s operating performance and is consistent with the disclosures made by many of our peers in the energy sector.

The Audit Committee has discussed the matters disclosed in this Item 4.02 with the Company’s independent registered public accounting firm, PricewaterhouseCoopers, LLP.




 
Item 9.01 Financial Statements and Exhibits.
(d) Exhibits. The following exhibit is being furnished herewith:

99.1 Press Release of UGI Corporation dated December 2, 2013.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.
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Title: Chief Financial Officer
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Contact:
 
610-337-1000
 
For Immediate Release:
 
 
Simon Bowman, ext. 3645
Shelly Oates, ext. 3202
 
December 2, 2013

UGI Makes Minor Upward Revisions to Fiscal 2013 and Fiscal 2012 GAAP Earnings
Earnings excluding mark-to-market adjustments substantially unchanged
VALLEY FORGE, Pa., December 2 — UGI Corporation (NYSE: UGI) today reported revised net income attributable to UGI of $278.1 million, or $2.41 per diluted share, for fiscal 2013 ended September 30, 2013, compared to $210.2 million, or $1.85 per diluted share, for the prior year. The Company previously reported fiscal 2013 and 2012 net income of $275.8 million ($2.39 per diluted share) and $199.4 million ($1.76 per diluted share), respectively.
As previously reported, the increase in net income attributable to UGI in fiscal 2013 as compared to fiscal 2012 was the result of substantially improved performance across all of UGI’s business units given the return to more normal winter weather. Fiscal 2013 includes the previously-reported after-tax impact of $3.2 million ($0.03 per diluted share) associated with the BP Poland acquisition and transition expenses at UGI International and a $3.7 million ($0.03 per diluted share) valuation adjustment associated with an investment in a renewable energy partnership. Fiscal 2012 includes the previously-reported after-tax impact of acquisition and transition expenses of $13.3 million ($0.12 per diluted share) associated with Heritage Propane and the Shell LPG acquisition and an after-tax loss of $2.2 million ($0.02 per diluted share) related to extinguishments of debt at AmeriGas.
Previously-reported fiscal 2013 and 2012 earnings have been revised to include $3.6 million in income ($0.03 per diluted share) and $10.0 million in income ($0.09 per diluted share), respectively, to account for mark-to-market adjustments related to certain unsettled hedge contracts at Midstream & Marketing because of UGI’s determination that hedge accounting is not available.  
These results reflect the decision to revise fiscal 2013 and prior annual periods and to restate certain quarterly financial statements, in each case primarily to reflect mark-to-market adjustments on unsettled contracts at Midstream & Marketing, which were previously reported as a component of other comprehensive income but are now included in the determination of net income. Further information will be available in a Current Report on Form 8-K and a notification of late filing on Form 12b-25, both of which will be filed with the Securities and Exchange Commission today.
John L. Walsh, president and chief executive officer of UGI, said, “The accounting adjustments relating to hedges in the Midstream & Marketing business have no impact on UGI’s operating performance. Assuming normal weather patterns this winter and given our assessment of business conditions, we expect adjusted earnings per diluted share for fiscal 2014, net of mark-to-market adjustments and BP Poland transition expenses, to be within our previously-stated guidance range of $2.60 to $2.70.”
About UGI
UGI is a distributor and marketer of energy products and services. Through subsidiaries, UGI operates natural gas and electric utilities in Pennsylvania, distributes propane both domestically and internationally, manages midstream energy and electric generation assets in Pennsylvania, and engages in energy marketing in the Mid-Atlantic region. UGI, through subsidiaries, is the sole General Partner and owns 26% of AmeriGas Partners, L.P. (NYSE:APU), the nation’s largest retail propane distributor.
– MORE –
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Comprehensive information about UGI Corporation is available on the Internet at http://www.ugicorp.com
This press release contains certain forward-looking statements that management believes to be reasonable as of today’s date only. Actual results may differ significantly because of risks and uncertainties that are difficult to predict and many of which are beyond management’s control. You should read UGI’s Annual Report on Form 10-K for 2012, until the 2013 Form 10-K is filed, for a more extensive list of factors that could affect results. Among them are adverse weather conditions, cost volatility and availability of all energy products, including propane, natural gas, electricity and fuel oil, increased customer conservation measures, the impact of pending and future legal proceedings, domestic and international political, regulatory and economic conditions including currency exchange rate fluctuations (particularly the euro), the timing of development of Marcellus Shale gas production, the timing and success of our commercial initiatives and investments to grow our business, and our ability to successfully integrate acquired businesses and achieve anticipated synergies. UGI undertakes no obligation to release revisions to its forward-looking statements to reflect events or circumstances occurring after today.
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