August 9, 2006

STAR GAS PARTNERS, L.P. REPORTS FISCAL 2006 THIRD QUARTER RESULTS

STAMFORD, CT (August 9, 2006) -- 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 2006 third quarter,
and the nine-month period ended June 30, 2006. On December 17, 2004, the Partnership sold its propane segment and the
historical results of the propane segment are accounted for as discontinued operations in the Partnership's financial
statements. On April 28, 2006, the Partnership completed its previously announced recapitalization in which $57.7 million in
equity was raised, $65.3 million in debt was repaid and $26.9 million in debt was converted into common equity.

For the fiscal 2006 third quarter, Star reported a 5.6 percent decrease in total revenues to $191.5 million, compared to total
revenues of $202.8 million in the year ago period, as a reduction in volume of home heating oil more than offset the impact of
higher selling prices. The home heating oil volume decline was due to 22.3 percent warmer temperatures, net customer attrition
and other factors. Selling prices were higher due to the increase in the wholesale cost of home heating oil and the
Partnership's more disciplined pricing strategy. Average wholesale home heating oil product costs increased 32.9 percent to
$1.90 per gallon for the fiscal 2006 third quarter, compared to $1.43 for the prior year period. Home heating oil volume for the
fiscal 2006 third quarter declined 30.1 percent, year-over-year, from 65.8 million gallons to 46.0 million gallons.

For the fiscal 2006 third quarter, Star lost approximately 5,800 accounts (net), or 1.3 percent of its home heating oil customer
base, as compared to the fiscal 2005 third quarter in which Star lost 7,400 accounts (net), or 1.5 percent of its home heating oil
customer base. For the twelve months ended June 30, 2006, Star's net customer attrition rate was 8.3 percent, which
compares to 7.1 percent, 6.4 percent and 1.5 percent for fiscal 2005, fiscal 2004 and fiscal 2003, respectively. The Partnership
expects that home heating oil volume sold for the remainder of fiscal 2006 will be less than in the comparable period in fiscal
2005 due to net customer attrition.

Home heating oil per gallon margins for the fiscal 2006 third quarter rose by 10.4 cents per gallon, versus the corresponding
fiscal 2005 period due largely to an increase in the margins realized on sales to price-protected customers when compared to
the margins experienced during the fiscal 2005 third quarter and the Partnership's decision in the fourth quarter of fiscal 2005
and continuing into fiscal 2006 to maintain reasonable profit margins on both variable and price-protected customers in spite of
competitors' aggressive pricing tactics. Star does not expect to achieve a comparable increase in per gallon margins for the
remainder of fiscal 2006.

The service results improved by $1.3 million from a profit of $0.4 million (0.6 cents per gallon) for the fiscal 2005 third quarter,
to a $1.7 million profit (3.6 cents per gallon) for the fiscal 2006 third quarter.

Total operating expenses (delivery, branch, general and administrative) decreased by $3.7 million, or 6.8 percent, to $51.4
million for the fiscal 2006 third quarter, as compared to $55.1 million for the prior year's quarter. Operating expenses were
favorably impacted by an estimated $3.3 million decrease in certain variable operating expenses related to the decline in home
heating oil volume, a reduction in marketing expenses of $0.7 million and a decline in certain expenses incurred in the fiscal
2005 third quarter such as $1.4 million for first year compliance with Sarbanes-Oxley and severance costs of $0.6 million, which
were not repeated during the third quarter of fiscal 2006. Insurance expense for the fiscal 2006 quarter was higher by $3.2
million than the prior year's comparable period largely due to the adverse adjudication of two large worker's compensation
claims.

In the fiscal 2006 third quarter, the operating loss increased by $0.9 million to a $24.3 million loss, as compared to an operating
loss of $23.4 million for the fiscal 2005 third quarter, as the reduction in total operating costs (including depreciation and
amortization) of $7.3 million and increase in net service profitability of $1.3 million were more than offset by a decrease in
product gross profit of $6.2 million and an increase in insurance expense of $3.2 million.

For the fiscal 2006 third quarter, interest expense decreased $3.0 million to $5.8 million, as compared to $8.8 million for the
fiscal 2005 third quarter due to a lower principal amount in total debt outstanding of approximately $148.8 million. Total debt
declined due to the recapitalization and lower working capital borrowings.

For the three months ended June 30, 2006, the net loss increased by $6.8 million, to a $36.1 million loss, compared to a net
loss of $29.3 million for the three months ended June 30, 2005, as a reduction in net interest expense of $3.2 million was more



than offset by the increase in the operating loss of $0.9 million, a $6.6 million net charge recorded on the early redemption
($65.3 million) and conversion into equity ($26.9 million) of the Partnership's 10.25% senior notes, and a change in income
taxes of $2.9 million. During the fiscal 2006 third quarter, the Partnership recorded an income tax expense of $0.5 million, as
compared to a $2.4 million benefit recorded in the fiscal 2005 third quarter.

For the three months ended June 30, 2006, EBITDA loss increased $7.8 million to $22.5 million, as compared to an EBITDA
loss of $14.7 million for the three months ended June 30, 2005, as the lower volume resulted in a decline in home heating oil
gross profit of $11.4 million (of which approximately $7.1 million is weather-related), an increase in insurance expense of $3.2
million and a $6.6 million charge recorded for early debt redemption more than offset the impact of 10.4 cents per gallon higher
home heating oil margins ($4.8 million), a reduction in total operating expenses of $6.9 million and an increase in service and
installation profitability of $1.3 million. 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 accrue the Minimum Quarterly Distribution until October 1, 2008.

Star Gas Partners Chief Executive Officer Joseph Cavanaugh, stated, "Our fiscal 2006 third quarter results reflect the impact of
warmer than normal weather experienced in April and May 2006, continued volatility of oil supply prices and efforts by
customers to conserve energy in a period of unprecedented high prices. On a positive note, our 1.3 percent attrition rate for
the quarter was lower than both the 2.2 percent rate in the fiscal second quarter of 2006, as well as the 1.5 percent rate we
experienced in the year-ago period. We are now able to seek out complementary acquisitions and have a considerably less-
leveraged balance sheet than prior to the completion of the recapitalization.”

For the nine-month period ended June 30, 2006, Star achieved a 3.3 percent increase in revenues to $1,145.0 million,
compared to $1,108.8 million in the corresponding prior-year period as increases in selling prices more than offset a decline in
product sales due to lower volume.

During the first nine months of fiscal 2006, home heating oil volume declined 93.3 million gallons, or 20.6 percent, from 453.1
million gallons to 359.7 million gallons. The home heating oil volume decline was due to 11.6 percent warmer temperatures, net
customer attrition and other factors. For the nine months ended June 30, 2006, Star lost 22,700 accounts (net), or 5.1 percent
of its home heating oil customer base, as compared to the nine months ended June 30, 2005 in which Star lost 19,300
accounts (net), or 3.9 percent of its home heating oil customer base. The principal change in performance was a reduction of
7,000 new customer gains, partially offset by 3,600 fewer customer losses. The reduction in new customer gains can be
attributed to: (i) higher minimum profitability standards for new customers in fiscal 2005 and fiscal 2006; (ii) a reduction in mass
market advertising spending, which attracted transient customers in the past; (iii) continued customer price sensitivity due to
high energy prices; and (iv) increased new customer credit quality standards. We expect that net customer attrition will continue
through the balance of fiscal 2006 and perhaps beyond.

The service results improved by $5.4 million from a loss of $10.3 million (2.3 cents per gallon) for the first nine months of fiscal
2005 to a loss of $4.9 million (1.4 cents per gallon) for the first nine months of fiscal 2006.

Home heating oil per gallon margins for the first nine months of fiscal 2006 increased by 13.4 cents versus the corresponding
period in fiscal 2005, due largely to the increase in margins realized on sales to price protected accounts and an increase in
the margin realized on variable priced customers.

Total operating expenses (delivery, branch, general and administrative) decreased by $38.9 million, or 17.7 percent, to $181.1
million for the first nine months of fiscal 2006. This decrease was due to lower bridge and financing expenses of $10.9 million, a
$6.1 million reduction in marketing expenses, a $6.1 million reduction in legal and compliance costs, the receipt of $4.4 million
in weather insurance proceeds (which lowered operating expenses), a decrease in certain variable operating expenses directly
associated with the 20.6 percent decline in home heating oil volume (estimated to be $7.8 million), $3.8 million lower
compensation expense related to separation agreements recorded in the first nine months of fiscal 2005 with former executives
of the Partnership and other expense reductions of $4.4 million. These improvements were reduced by higher director's and
officer's liability insurance expense of $1.1 million, and $1.4 million of legal and professional expense relating to our exploring
our financial options. In the fiscal 2005 first quarter, the decline in the unit price for senior subordinated units resulted in
reversing previously recorded compensation expenses of $2.2 million, which lowered total operating costs in the nine months
ended June 30, 2005.

For the nine months ended June 30, 2006, operating income increased by $109.7 million to $47.9 million, as compared to an
operating loss of $61.8 million for the nine months ended June 30, 2005. This increase was due to an increase in net service
and installation profitability of $5.4 million, lower delivery, branch and general administrative expenses of $38.9 million, lower
depreciation and amortization of $2.1 million, and the non-recurrence of a $67.0 million goodwill impairment charge recorded in
the nine months ended June 30, 2005, reduced by lower product gross profit of $3.7 million.

For the nine months ended June 30, 2006, net income decreased by $1.0 million to $20.0 million, as compared to $21.0 million
for the nine months ended June 30, 2005, as an increase in net service and installation profitability of $5.4 million, $38.9 million



lower operating expenses, a $7.9 million reduction in net interest expense and a $2.1 million decline in depreciation and
amortization costs were more than offset by a $3.7 million reduction in product gross profit and the positive impact on net
income ($51.6 million in total) of certain non-routine transactions/events occurring primarily in the nine months ended June 30,
2005, which had a greater impact than in the nine months ended June 30, 2006. These transactions/events include goodwill
loss impairment of $67.0 million, change in loss on redemption of debt of $35.5 million, income (loss) attributable to sold
operations of $151.2 million and the cumulative effect of changes in accounting principle.

EBITDA for the nine months ended June 30, 2006 increased $143.1 million to $66.1 million, as compared to an EBITDA loss of
$77.0 million for the nine months ended June 30, 2005. This increase was due to the 13.4 cents increase in home heating oil
gross profit margins ($48.1 million), a reduction in net service loss of $5.4 million, $38.9 million lower operating expenses,
reduced in part by the decline in home heating oil gross profit of $51.9 million (of which $27.0 million was weather-related). The
nine-month comparison was also favorably impacted by a change in loss on redemption of debt of $35.5 million and the non-
recurrence of a $67.0 million goodwill impairment charge recorded in the nine months ended June 30, 2005. 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). Management believes this information is of interest to investors as a supplemental measure of the Partnership's
operating performance and provides additional information for evaluating the Partnership's ability to make the Minimum
Quarterly Distribution. The Partnership is not required to accrue the Minimum Quarterly Distribution until October 1, 2008. If the
Partnership elects to commence making distributions of available cash before October 1, 2008, minimum quarterly distributions
will start accruing at that earlier date.

REMINDER: Star Gas management will host a conference call and webcast today at 1:00 p.m. (ET). Conference call dial-in is
800/313-6624 or 415/908-6225 (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
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; 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/A for the year ended September 30, 2005 and its Quarterly Report on Form 10-Q for the fiscal quarter ended
June 30, 2006, 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.


http://www.star-gas.com/
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STAR GAS PARTNERS, L.P. AND SUBSIDIARTES
CONDEMNSED COMNSOLIDATED BATLANCE SHEETS

(m thouzands)

ASSETS
Current assets
Cash and cash aquivalents

Recervables, net of allowances of 58,433 and 58,142, respectively

Inventories
Prepaid expenses and other current assets
Total current asssts

Property and squipment, net
Long-term portion of zccounts recetvables
Goodwill
Intangibles, net
Deferred charges znd other zsssts, net
Long-term assets held for sale

Total Assets

LIABILITIES AND PARTNERS® CAPITAL
Current liabilities

Agccounts payable

Workmg capital facility borrowmgs

Current maturities of long-term debt

Accrued sxpenses

Unezmed service contract revenue

Customer credit balances

Totzl current lizhil ities

Long-term debt
Other long-term liabilities

Partners’ capital {deficit)
Commen unttheldets
Subordmated unitholders
General parmer
Accumulatad other comprehensive meome (loss)
Totzl Parmers™ capital

Total Lizbilities and Parmers™ Capital

Sept. 30, June 30,

2005 2006
940 148 § 66,420
85,703 111,478
32,461 66,717
70,120 48.176
311,432 202 800
30,022 42939
3,788 3,831
166,522 166,522
82,345 66,000
13,1532 11,561
- 1,001
629261 5 384,744
19,807 § 16,007
6,562 -
196 &7
36,533 67.923
36,602 36,254
63,287 30506
183,607 150 877
267417 174,133
31,129 31,533
144 312 233,972
(8.9300 -
(3.936) (101)
13,662 (14.604)
143,108 218177
629261 § 384744




STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OFERATIONS

{in thousznds, sxcept per unit datz) Three Month: Ended Nine Month: Ended

June 20, June 2,

2005 2006 2008 2006

l2z:
Product 148,742 065,858 FLO03.408
Inztzllations znd servics 44 D8 42,772 142,821 141,507

&

i
—
L
P
=

]
=]
i
i

Totzl szkes 302, 758 191,514 1,108,770 1,145,015
Cost and expenzas:

Cost of product 117803 114,200 703,448 744,741
Cost of inztzallztions =nd service 44511 41,112 153351 145,458
Delivery znd branch expenzes 47,183 46,343 183,408 163,438
Depraciztion znd z=mortizztion sxpenszas 2773 2438 16,916 14,348
Greneral and 2dm dnistrative sxpensas 7.833 4 833 38,583 17,847
Goodwill fnpairmant loss - - G7.000 -
Operating income (loss) {213.448) {24.330) {61.E1T) 47,835
Interast expensze {BTTT) {5, 7ET) {28,713) {21,285)
Interest incom e 1,531 1,704 2,066 3.411
Amortization of debt izsuence costs {613) (593 [ 4] {L.E&E)
Loss on redsm ption of debt - {6,603) {42,080) {6.603)
Incom 2 {loss) from continuing operstions before incoms taxas {31317 {35.611) {131.584) 21.510
Incom e tax expense (benefit) {24000 458 (14000 1158
Incom 2 {loss) from continuing operations (1E2LTY (36,078 (130,184 20,352
Las: from discontinued operations, net of taxas - - (4.550) -
Gzin (Joss) on s2ke of discontined operations, natof taxes 40 - 155,760 -
Incom = {loss) befors cumubtive offect of chanes
inacoounting principlss {15311} 36,078 11,024 20,352
Cusmulative effect of changss fn zccountihgprinciples-
chanes in inventory pricinemsthod - - - (344
Wt incom e {loss) ¥ {0311 § (360790 § 21,024 § 20.D0E
Generzl Partnas’s interest dnonst income (loss) z 263 % (200 % 128 % 305
Limited Partnass” interest dn nat income (loss) T {29058 % (3587 F Q0B3F % 18703
Basic znd Dilut=d Income {loss) per Limited Partner Unit:
Continuing operations ] 0 % 056 § (3.600 % 44
Dizcontinuad oparations - - {013) -

Gzin (Jozz) on szl of dizcontinuad operations {0L01) - 431 -
Incom 2 {loss) befors cumulative offact of chanss

inzcoounting principlas (0B {0.56) 058 e

Cumulstive sffect of changes inaccounting principles-

chanes in nventory pricinemsthod - - - {001
Met incomes (loss) (0B 043

W
-
=
Ln
h=l
i
=
in
£
i

Weighted zverzz= num ber of Linited Partnsr units outstanding

[FT]
(=

63,544 35,798 45,230




SUPPLEMENTAL INFORMATION
Eapeiegs (loss) bafors Doberest, texes, depreciztion and amortization from comtbmieg operaticss EETDA)
The Fartmenkip nses EBITDA 2 amessure of gpidity awed it s babes beclnded becapse the Partsership balisvas that it provides bovestors
zed :ir..iuu'!: malrsts with addifioea] dxformetion ardl.ate?]:ethP s 2bility to pay guarterdy distributices. EBITDA is mot 2
recogrized tem meder perenll 2oceptad acoowmsting primciples ["GAAF"™) and should mot be comsidered 2s 2n altemeative to net
moome, (loss) or met cash providad by opanting acivities datermiimed i anonrdneos with GAAF . Besrrss EEITDIA 1 determnsed b the
Fulz,ushP emahede same, bt mot all of tle itawas that affect wet Duooms (Joss), it maar =0t be companble toEBITDA orsimilarde ftlad

mezsures wsed br other comperiss. The following tablas set forth (7 the "L'I"l_lztl:cr. SfEEITDA md i 2 recomciliatics :-EEH'IDA 25 50
caloulated, to cask providad br opemting actiitas.

STAR GAS PARTNERS, L.P. AND SUBSIDIARTIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
RECONCILIATION OFEBITDA

Three Months Ended
June 30,
200: 2006

(in thousands)
Income (loss) from contimuing eperations S(28.017) 536,07
Plus:

Income tag expense (bensfit) 2. 4007 468

Ameortization of debt izsuance costs 623 305

Intersst expense, net 1,246 4,083

Depreciation and amortization expense 8,773 3436

EEBITDA S(14.675) §(22 497y

Add{subtract)

Income tax expenss 2,400 (468)

Interest expense, nst (7.246) (4,083)

Proviston for losses on accounts recervable 1,824 1,851

Unrealized losz on dertvative mstruments (4,494) T80

Loss on redemption of debt - 6,603

(Gam) loss on szles of fwed asssts, nst (78) (333)

Changs m operatmg zssets and lizbiities 119,553 00,373

Met cash provided by operating activities 507,286 572,406
® Includes 2 net non-cash charge of $6.6 million related to early debt redemption.
Three Months Ended
June 30,
2005 2006

Home heatmg ol gzllens sold (millions) 63.8 46.0



SUPPLEMENTAL INFORMATION

STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
CONDEMNSED CONSOLIDATED STATEMENTS OF OFERATIONS
RECONCILIATION OFEBITDA

Nine Months Ended
June 30,
2005 2006
(in thousands)
Income (loss) from contmuing opsrations 5(130,184) 520,332
Plus:
Income tax expense (benefit) (1,400) 1,158
Amortization of debt 133uance costs 1,028 1,368
Interest expense, net 23,737 17.874
Depreciation and amortization expense 26,916 24 846
EEITDA S(76,983)% 866,008
Add{subtract)
Income tax expense 1.400 (1,138)
Interest expense, net (23,737) (17.874)
Unit compensation expenss (2,104) -
Provision for losses on accounts receivable 6,231 6,310
Unrealized (gain) loss on derivative instruments (1,322 20
Loss on redemption of debt 42082 6,603
(Gam) loss on sales of fimed assets, net (200 (804)
Goodwill mpairment loss 67,000 -
Change in operating zssets and lizbilities (91,054) (67.948)
et cash used m operatimg activities 5080527 5(7,344)
# Includes $42.1 million related to ezrly debt redemption znd non-cash goodwill impairment charge of
567.0 millien.
® Includes 2 net nen-cash charge of $6.6 million related to early debt redemption.
Nine Months Ended
June 30,
2005 2006
Home heatmg il gallons sold (millions) 4331 3507
CONTACT:

Star Gas Partnhers
Investor Relations
203/328-7310

Robert Rinderman, Steven Hecht
212/835-8500 or SGU@ijcir.com
Jaffoni & Collins Incorporated



