
 
May 10, 2007

STAR GAS PARTNERS, L.P. REPORTS FISCAL 2007 SECOND QUARTER RESULTS

STAMFORD, CT (May 10, 2007) -- Star Gas Partners, L.P. (the "Partnership" or "Star") (NYSE: SGU), a home energy 
distributor and services provider specializing in heating oil, today announced financial results for its fiscal 2007 second quarter 
and the six-month period ended March 31, 2007.  

Three months ended March 31, 2007, compared to three months ended March 31, 2006 The Partnership reported a 7.0 
percent increase in total revenue to $576.9 million due to an increase in home heating oil volume of 6.9 percent. The home 
heating oil volume increase was due to 14.1 percent colder temperatures, reduced by net customer attrition. For the twelve 
months ended March 31, 2007, Star's net customer attrition rate was 5.0 percent, which compares favorably to 6.6 percent and 
7.1 percent for fiscal 2006 and fiscal 2005, respectively. For the fiscal 2007 second quarter, Star lost approximately 5,300 
accounts (net), or 1.3 percent of its home heating oil customer base, as compared to the fiscal 2006 second quarter in which 
Star lost 10,500 accounts (net), or 2.4 percent of its home heating oil customer base. 

Home heating oil per gallon margins rose by 6.8 cents per gallon due largely to an increase in the margins realized on sales to 
variable priced customers. The Partnership is not expecting that the 6.8 cent per gallon increase in per gallon margins will 
continue for the remainder of fiscal 2007. The net service and installation results improved by $2.0 million to a $2.3 million loss 
as the Partnership continues to control its service department costs and increase service billings. 

Total operating expenses (delivery, branch, general and administrative) increased by $11.0 million, or 17.2 percent, to $74.9 
million. This change was due to an increase in operating costs of $3.7 million, or 5.5 percent, primarily due to the 6.9 percent 
increase in home heating oil volume and a comparative quarterly increase of $7.3 million relating to Star's weather insurance 
contract. Due to the warm temperatures experienced in November and December 2006, the Partnership recorded $7.2 million 
under its weather insurance contract at December 31, 2006 in accordance with the Emerging Issues Task Force Bulletin 99-2, 
"Accounting for Weather Derivatives." Temperatures in January and February 2007 were colder than the base temperature 
under the contract and the Partnership lowered the expected proceeds under the contract, which increased operating 
expenses by $2.9 million. During the fiscal 2006 second quarter, temperatures were warm and the Partnership received $4.4 
million of weather insurance proceeds, which reduced operating costs. As a result, the comparative period change in operating 
expenses relating to weather insurance was $7.3 million. 

The change in fair value of derivative instruments during the fiscal 2007 second quarter resulted in the recording of an $18.5 
million net credit due to the expiration of certain hedged positions ($13.8 million) and an increase in the market value of 
unexpired hedges ($4.7 million). In the fiscal 2006 second quarter, the change in fair value of derivative instruments also 
resulted in an $11.2 million net credit due to the expiration of certain hedged positions ($6.2 million) and an increase in the 
market value of unexpired hedges ($5.0 million). 

Operating income increased $20.6 million to $82.9 million, as an increase in product gross profit of $21.7 million, a reduction in 
net service and installation expense of $2.0 million, a favorable change in the impact of derivative instruments of $7.2 million 
and lower depreciation and amortization of $0.6 million were reduced by a volume-driven $3.7 million increase in operating 
costs and the comparable period change in weather insurance of $7.3 million. 

Interest expense decreased $2.8 million to $5.1 million. Total debt outstanding declined by $124.3 million due to the 
Partnership's recapitalization ($92.5 million) that was completed on April 28, 2006, and lower working capital borrowings ($31.5 
million). Interest income increased by $0.7 million to $1.6 million due to higher invested cash balances. 

Income tax expense increased by $3.4 million to $3.8 million and represents certain state income tax, alternative minimum 
federal tax and capital taxes. The $3.4 million increase is due to the increase in 2007's estimated taxable income by jurisdiction, 
versus 2006. 

Net income increased $20.8 million to $74.9 million, as a $20.6 million increase in operating income and lower net interest 
expense of $3.6 million were reduced by an increase in income tax expense of $3.4 million. 

EBITDA increased $20.0 million to $90.2 million, as the impact of the additional volume sold and higher margins resulted in an 
increase in EBITDA of $20.1 million and a $7.2 million increase relating to the change in fair value of derivative instruments was 



reduced by $7.3 million due to the difference arising in weather insurance. EBITDA 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 obligations), but provides additional information for evaluating the Partnership's ability to make the Minimum 
Quarterly Distribution. The Partnership is not required to make the Minimum Quarterly Distribution until February 2009, for the 
quarter ending December 31, 2008. 

Star Gas Partners Chief Executive Officer Joseph P. Cavanaugh, stated, "We continue to reap the benefits of Star's 2006 
recapitalization as well as incremental improvement in our ongoing battle against customer attrition and focus on customer 
retention during the quarter. We are pleased with the recent success of our acquisition program as we have completed three 
acquisitions since January 1, 2007 and are continuing to evaluate several additional candidates. At March 31, 2007, we had 
over $179.7 million of working capital and are considering various alternatives for the use of our excess liquidity, primarily the 
purchase of additional home heating oil distributors." 

Mr. Cavanaugh, who is retiring as Chief Executive Officer of the Partnership at the end of May, added, "It has been a privilege 
to work with the enthusiastic and loyal employees here at Star Gas. The transition to our incoming CEO, Dan Donovan, will be 
a seamless one, and I am confident that Dan will provide great leadership as his skills and experience are perfect for leading 
Star forward." 

Six months ended March 31, 2007, compared to six month ended March 31, 2006 The Partnership experienced a 4.9 percent 
decrease in revenues to $907.2 million, as a decline in volume was partially reduced by an increase in selling prices. 

Home heating oil volume declined 19.4 million gallons, or 6.2 percent, to 294.3 million gallons. The home heating oil volume 
decline was primarily due to net customer attrition of 5.0 percent for the twelve months ended March 31, 2007, as temperatures 
were less than 1.0 percent colder. Star lost 9,400 accounts (net), or 2.3 percent of its home heating oil customer base, as 
compared to the six months ended March 31, 2006 in which the Partnership lost 17,700 accounts (net), or 4.0 percent of its 
home heating oil customer base. This reduction in net losses of 8,300 accounts was due to a reduction in gross customer 
losses of 9,200 accounts, offset by lower gross customer gains of 900 accounts. 

Home heating oil per gallon margins increased by 4.5 cents due largely to the increase in margins realized on sales to variable 
priced customers. The net service and installation results improved by $3.6 million. 

Total operating expenses (delivery, branch, general and administrative) decreased by $3.6 million, or 2.8 percent, to $126.1 
million largely due to a reduction in legal and professional expenses. 

The change in fair value of derivative instruments resulted in the recording of a $12.1 million net credit due to the expiration of 
certain hedged positions ($11.3 million) and an increase in market value for unexpired hedges ($0.8 million). The change in fair 
value of derivative transactions resulted in a $29.3 million net charge during the first half of fiscal 2006 due to the expiration of 
certain hedged positions ($27.9 million) and a decrease in market value for unexpired hedges ($1.4 million). 

Operating income increased $49.7 million to $91.5 million. The majority of this increase relates to the changes in the fair value 
of derivative instruments of $41.5 million. The balance of the change, or $8.2 million, was due to lower operating costs 
including net service and installation totaling $7.2 million, and lower depreciation and amortization expense of $1.7 million, 
partially offset by a decrease in product gross profit of $0.7 million. 

Interest expense decreased by $5.3 million due to the decline in average debt outstanding. Total debt outstanding declined by 
$112.4 million due to the recapitalization ($92.5 million) and lower working capital borrowings ($19.4 million). Interest income 
increased by $1.7 million to $3.4 million, due to higher invested cash balances. 

Income tax expense increased by $3.2 million to $3.9 million. Income tax expense increased due to the increase in 2007's 
estimated taxable income by jurisdiction versus 2006. 

Net income increased by $53.9 million to $79.6 million, due to a $49.7 million increase in operating income and lower net 
interest expense of $6.9 million, reduced by higher income tax expense of $3.2 million. 

EBITDA increased $48.0 million to $106.2 million, of which $41.5 million relates to the change in fair value of derivative 
instruments and $6.5 million is largely due to lower operating costs. EBITDA is a non-GAAP financial measure (see below 
reconciliation) that 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 obligations). 

REMINDER: Star Gas management will host a conference call and webcast today at 11:00 a.m. (ET). Conference call dial-in is 
800/263-9163 or 212/676-5380 (international callers). A webcast is also available at www.star-gas.com and at www.vcall.com  

Star Gas Partners, L.P., is the nation's largest retail distributor of home heating oil. Additional information is available by 

http://www.star-gas.com/
http://www.vcall.com/


obtaining the Partnership's SEC filings and by visiting Star's website at www.star-gas.com.  

Forward Looking Information 

This news release includes "forward-looking statements" which represent the Partnership's expectations or beliefs concerning 
future events that involve risks and uncertainties, including those associated with the effect of weather conditions on our 
financial performance; anticipated proceeds from weather insurance; the price and supply of home heating oil; the consumption 
patterns of our customers; our ability to obtain satisfactory gross profit margins; our ability to obtain new customers and retain 
existing customers; our ability to effect strategic acquisitions or redeploy underperforming assets; the impact of litigation; the 
ongoing impact of the business process redesign project at the heating oil segment and our ability to address issues related to 
that project; natural gas conversions; future union relations and the outcome of current and future union negotiations; the 
impact of current and future environmental, health and safety regulations; customer creditworthiness; and marketing plans. All 
statements other than statements of historical facts included in this news release are forward-looking statements. Although the 
Partnership believes that the expectations reflected in such forward-looking statements are reasonable, it can give no 
assurance that such expectations will prove to have been correct. Important factors that could cause actual results to differ 
materially from the Partnership's expectations ("Cautionary Statements") are disclosed in this news release and in the 
Partnership's Annual Report on Form 10-K for the year ended September 30, 2006 and its Quarterly Report on Form 10-Q for 
the fiscal quarter ended March 31, 2007, including without limitation and in conjunction with the forward-looking statements 
included in this news release. All subsequent written and oral forward-looking statements attributable to the Partnership or 
persons acting on its behalf are expressly qualified in their entirety by the Cautionary Statements. Unless otherwise required by 
law, the Partnership undertakes no obligation to update or revise any forward-looking statements, whether as a result of new 
information, future events or otherwise after the date of this news release. 

 



 

SUPPLEMENTAL INFORMATION

Earnings (loss) before interest, taxes, depreciation and amortization from continuing operations (EBITDA) 

The Partnership uses EBITDA as a measure of liquidity and it is being included because the Partnership believes that it 
provides investors and industry analysts with additional information to evaluate the Partnership's ability to pay quarterly 
distributions. EBITDA is not a recognized term under generally accepted accounting principles ("GAAP") and should not be 
considered as an alternative to net income/(loss) or net cash provided by operating activities determined in accordance with 
GAAP. Because EBITDA as determined by the Partnership excludes some, but not all of the items that affect net income/(loss), 
it may not be comparable to EBITDA or similarly titled measures used by other companies. The following tables set forth (i) the 
calculation of EBITDA and (ii) a reconciliation of EBITDA, as so calculated, to cash provided by operating activities. 



 

 



 

 

CONTACT:
Star Gas Partners
Investor Relations
203/328-7310 
Robert Rinderman, Steven Hecht
Jaffoni & Collins Incorporated 
212/835-8500 or SGU@jcir.com 


