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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
                      CONDENSED CONSOLIDATED BALANCE SHEETS
                                 (in thousands)

                                                 September 30,       March 31,
                                                     2001              2002
                                              -----------------   --------------
                                                                   (unaudited)
Assets
Current assets
Cash and equivalents                             $   17,228       $   38,243
Receivables, net of allowance of
    $11,364 and $8,465, respectively                104,973          141,899
Inventories                                          41,130           36,607
Prepaid expenses and other current assets            21,931           23,417
                                               ------------     ------------
       Total current assets                         185,262          240,166
                                               ------------     ------------

Property and equipment, net                         235,371          240,469
Long-term portion of accounts receivable              6,752            6,672
Intangibles and other                               471,434          481,918
                                                 ----------       ----------
           Total assets                          $  898,819       $  969,225
                                                 ==========       ==========

Liabilities and Partners' Capital
Current liabilities
    Accounts payable                             $   35,800       $   34,783
    Working capital facility borrowings              13,866           35,222
    Current maturities of long-term debt             11,886           39,265
    Accrued expenses                                 77,678           63,571
    Unearned service contract revenue                24,575           25,500
    Customer credit balances                         65,207           46,159
                                                 ----------       ----------
           Total current liabilities                229,012          244,500
                                                 ----------       ----------



Long-term debt                                      457,086          422,859
Other                                                14,457           14,332

Partners' Capital

    Common unitholders                              209,911          278,745
    Subordinated unitholders                          2,772           14,462
    General partner                                  (2,220)          (1,774)
    Accumulated other comprehensive
        income (loss)                               (12,199)          (3,899)
                                                 ----------       ----------
           Total Partners' Capital                  198,264          287,534
                                                 ----------       ----------

           Total Liabilities and
                Partners' Capital                $  898,819       $  969,225
                                                 ==========       ==========

See accompanying notes to condensed consolidated financial statements.
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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
                 CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
                                   (unaudited)

                                                         Three Months Ended March 31,               Six Months Ended March 31,
                                                    ----------------------------------------   -------------------------------------
(in thousands, except per unit data)                        2001                 2002                 2001             2002
                                                    ------------------   -------------------   ----------------   ------------------

                                                                                                                           
Sales                                                 $     470,447        $     411,285         $     793,951     $     697,508

Costs and expenses:
    Cost of sales                                           317,970              251,982               549,272           436,229
    Delivery and branch expenses                             57,839               67,589               107,173           123,910
    Depreciation and amortization                            10,372               14,509                20,019            29,012
    General and administrative expenses                       8,638                9,167                15,520            17,352
    TG&E customer acquisition expense                           718                  185                 1,371               406
    Unit compensation expense                                   719                 (475)                1,219               165
                                                      -------------        --------------        -------------     -------------
       Operating income                                      74,191               68,328                99,377            90,434
Interest expense, net                                         9,003                9,757                17,120            19,901
Amortization of debt issuance costs                             151                  307                   296               619
                                                      -------------        -------------         -------------     -------------
        Income before income taxes and
        cumulative effect of change in
        accounting principle                                 65,037               58,264                81,961            69,914
Income tax expense (benefit)                                    923               (1,952)                1,639            (1,805)
                                                      -------------        -------------         -------------     -------------
        Income before cumulative change in
        accounting principle                                 64,114               60,216                80,322            71,719
Cumulative effect of change in accounting
    principle for adoption of SFAS No. 133,
    net of income taxes                                           -                    -                 1,466                 -
                                                      -------------        -------------         -------------     -------------

       Net income                                     $      64,114        $      60,216         $      81,788     $      71,719
                                                      =============        =============         =============     =============

        General Partner's interest in net
        income                                        $         964        $         681         $       1,247     $         820
                                                      -------------        -------------         -------------     -------------

Limited Partners' interest in net income              $      63,150        $      59,535         $      80,541     $      70,899
                                                      =============        =============         =============     =============

Net income per Limited Partner Unit:
    Basic                                             $        2.86        $        2.09         $        3.83     $        2.57
                                                      =============        =============         =============     =============
    Diluted                                           $        2.85        $        2.09         $        3.81     $        2.56
                                                      =============        =============         =============     =============

    Basic weighted average number of
      Limited Partner Units outstanding                      22,063               28,506                21,022            27,623
                                                      =============        =============         =============     =============
    Diluted weighted average number of
      Limited Partner Units                                  22,176               28,506                21,135            27,686
                                                      =============        =============         =============     =============



See accompanying notes to condensed consolidated financial statements.
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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
            CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
                                   (unaudited)

                                                                 Three Months Ended March 31,        Six Months Ended March 31,
                                                            ---------------------------------     -------------------------------
  (in thousands)                                                  2001              2002              2001              2002
                                                            --------------    ---------------     -------------   ---------------

                                                                                                                           
  Net income                                                  $      64,114     $      60,216     $      81,788    $      71,719

  Other comprehensive income (loss)
    Unrealized gain (loss) on derivative instruments                 (1,803)              725            (8,108)          (8,340)
                                                              --------------    -------------     --------------   -------------
  Comprehensive income                                        $      62,311     $      60,941     $      73,680    $      63,379
                                                              =============     =============     =============    =============

  Reconciliation of Accumulated Other Comprehensive
    Income (loss)

  Balance, beginning of period                                $       3,889     $     (16,599)    $           -    $     (12,199)
     Cumulative effect of the adoption of SFAS No. 133                    -                 -            10,544                -
     Current period reclassification to earnings                     (1,927)           11,975            (2,277)          16,640
     Current period other comprehensive income (loss)                (1,803)              725            (8,108)          (8,340)
                                                              --------------    -------------     --------------   --------------
  Balance, end of period                                      $         159     $      (3,899)    $         159    $      (3,899)
                                                              ==============    ==============    ==============   ==============

See accompanying notes to condensed consolidated financial statements.
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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
              CONDENSED CONSOLIDATED STATEMENT OF PARTNERS' CAPITAL
                                   (unaudited)

(in thousands, except per unit amounts)

                                      Number of Units
                           ---------------------------------------                                              Other        Total
                                      Senior    Junior   General               Senior    Junior    General  Comprehensive  Partners'
                           Common      Sub.      Sub.    Partner    Common      Sub.      Sub.     Partner      Income      Capital
                           ------      ----      ----    -------    ------      ----      ----     -------      ------      -------
                                                                                                                                          
Balance as of
 September 30, 2001      23,394        2,717      345       326    $209,911  $  3,483   $ (711)  $ (2,220)    $(12,199)    $198,264

Issuance of units:
  Common                  1,758                                      34,483                                                  34,483
  Senior subordinated                    417                                    6,824                                         6,824

Net income                                                           62,264     7,765      870        820                    71,719
Other comprehensive
  income, net                                                                                                    8,300        8,300
Distributions:
  ($1.150 per unit)                                                 (27,913)   (3,371)    (398)      (374)                  (32,056)
                        -------      -------   ------  --------    --------  --------   ------   --------     --------     --------
Balance as
  of March 31, 2002      25,152        3,134      345       326    $278,745  $ 14,701   $ (239)  $ (1,774)    $ (3,899)    $287,534
                        =======      =======   ======  ========    ========  ========   ======   ========     ========     ========



See accompanying notes to condensed consolidated financial statements.
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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
                 CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
                                   (unaudited)

(in thousands)                                                                             Six Months Ended March 31,
                                                                                  ----------------------------------------
                                                                                         2001                   2002
                                                                                  --------------------  ------------------
                                                                                                                   
Cash flows provided by (used in) operating activities:

Net income                                                                             $  81,788             $  71,719
Adjustments to reconcile net income to net cash provided by
 (used in) operating activities:
Depreciation and amortization                                                             20,019                29,012
Amortization of debt issuance cost                                                           296                   619
Unit compensation expense                                                                  1,219                   165
Provision for losses on accounts receivable                                                3,747                 2,861
(Gains) loss on sales of fixed assets                                                        (42)                   59
Cumulative effect of change in accounting principle for the adoption of
 SFAS No. 133                                                                             (1,466)                    -
Changes in operating assets and liabilities:
     Increase in receivables                                                            (132,641)              (39,087)
     Decrease in inventories                                                              12,594                 5,381
     Decrease (increase) in other assets                                                     727                  (380)
     Increase in accounts payable                                                          9,137                   702
     Decrease in other current and long-term liabilities                                 (23,656)              (20,426)
                                                                                       ---------             ---------
              Net cash provided by (used in) operating activities                        (28,278)               50,625
                                                                                       ---------             ---------

Cash flows provided by (used in) investing activities:

Capital expenditures                                                                      (7,065)               (8,180)
Proceeds from sales of fixed assets                                                          207                 1,290
Acquisitions                                                                             (70,210)              (38,566)
                                                                                       ----------            ----------
              Net cash used in investing activities                                      (77,068)              (45,456)
                                                                                       ----------            ----------

Cash flows provided by (used in) financing activities:

Working capital facility borrowings                                                      120,850                70,850
Working capital facility repayments                                                      (86,297)              (49,494)
Acquisition facility borrowings                                                           31,700                55,150
Acquisition facility repayments                                                          (51,600)              (44,650)
Repayment of debt                                                                         (6,834)              (17,348)
Proceeds from issuance of debt                                                            69,647                     -
Distributions                                                                            (24,032)              (32,056)
Increase in deferred charges                                                                (415)                 (812)
Proceeds from issuance of Common Units, net                                               59,314                34,236
Other                                                                                       (989)                  (30)
                                                                                       ---------             ---------
              Net cash provided by financing activities                                  111,344                15,846
                                                                                       ---------             ---------

              Net increase in cash                                                         5,998                21,015
Cash at beginning of period                                                               10,910                17,228
                                                                                       ---------             ---------
Cash at end of period                                                                  $  16,908             $  38,243
                                                                                       =========             =========

See accompanying notes to condensed consolidated financial statements.
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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES
              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1)   Partnership Organization

     Star Gas Partners, L.P. ("Star Gas Partners" or the "Partnership") is a
     diversified home energy distributor and services provider, specializing in
     heating oil, propane, natural gas and electricity. Star Gas Partners is a
     Master Limited Partnership, which at March 31, 2002 had outstanding 25.2
     million common limited partner units (trading symbol "SGU" representing a
     86.9% limited partner interest in Star Gas Partners) and 3.1 million senior
     subordinated units (trading symbol "SGH" representing a 10.8% limited
     partner interest in Star Gas Partners), which are traded on the New York
     Stock Exchange. Additional interest in Star Gas Partners are comprised of
     0.3 million junior subordinated units (representing a 1.2% limited partner
     interest in Star Gas Partners) and 0.3 million general partner units
     (representing a 1.1% general partner interest in Star Gas Partners).

     Operationally, the Partnership is organized as follows:

          o    Petro Holdings, Inc. ("Petro" or the "heating oil segment"), is
               the nation's largest retail distributor of home heating oil and
               serves approximately 515,000 customers in the Northeast and
               Mid-Atlantic. Petro is an indirect wholly owned subsidiary of
               Star Gas Propane, L.P.

          o    Star Gas Propane, L.P., ("Star Gas Propane" or the "propane
               segment") is a wholly owned subsidiary of the Partnership. Star
               Gas Propane markets and distributes propane gas and related
               products to more than 280,000 customers in the Midwest,
               Northeast, Florida and Georgia.

          o    Total Gas and Electric ("TG&E" or the "natural gas and electric
               reseller segment") is an energy reseller that markets natural gas
               and electricity to residential households in deregulated energy
               markets in the states of New York, New Jersey, Florida, Maryland
               and the District of Columbia and serves approximately 50,000
               residential customers. TG&E is an 80% owned subsidiary of the
               Partnership.

          o    Star Gas Partners includes the office of the Chief Executive
               Officer and in addition has the responsibility for maintaining
               investor relations and investor reporting for the Partnership.

2)   Summary of Significant Accounting Policies

     Basis of Presentation

     The Consolidated Financial Statements include the accounts of Star Gas
     Partners, L.P., and its subsidiaries. TG&E's revenue and expenses are also
     consolidated with the Partnership with a deduction for the net loss
     allocable to the minority interest, which amount has been limited based
     upon the equity of the minority interest. All material intercompany items
     and transactions have been eliminated in consolidation.

     The financial information included herein is unaudited; however, such
     information reflects all adjustments (consisting solely of normal recurring
     adjustments) which are, in the opinion of management, necessary for the
     fair statement of financial condition and results for the interim periods.
     The results of operations for the three and six month periods ended March
     31, 2001 and March 31, 2002 are not necessarily indicative of the results
     to be expected for the full year.

     Inventories

     Inventories are stated at the lower of cost or market and are computed on a
     first-in, first-out basis. At the dates indicated, the components of
     inventory were as follows:

                                            September 30, 2001   March 31, 2002
                                            ------------------   --------------
              (in thousands)
              Propane gas                        $ 9,546            $ 5,288
              Propane appliances and equipment     3,635              4,032
              Fuel oil                            12,403             13,002



              Fuel oil parts and equipment        12,332             12,255
              Natural gas                          3,214              2,030
                                                 -------            -------
                                                 $41,130            $36,607
                                                 =======            =======
     Reclassifications

     Certain prior year amounts have been reclassified to conform with the
     current year presentations.
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2)   Summary of Significant Accounting Policies - (continued)

     TG&E Valuation Allowance on Terminated Accounts

     Since the acquisition of TG&E, the Partnership has encountered customer
     credit deficiencies and problems with collecting TG&E receivables. At
     September 30, 2001, TG&E had more than 50,000 terminated customers who
     collectively owed $15.5 million, virtually all of which were greater than
     90 days old. The September 30, 2001 balance included $5.3 million of
     accounts receivable that predated TG&E's acquisition by the Partnership,
     which were assigned no value and were not reflected in the financial
     statements. At September 30, 2001, the gross amount of receivables from
     terminated accounts on the Partnership's books (before bad debt reserves)
     was approximately $10.0 million, against which the Partnership has a bad
     debt reserve of $6.0 million. Consequently, out of approximately $15.0
     million owed TG&E by terminated accounts all but $4.0 million has been
     reserved.

     During fiscal 2002, TG&E implemented the personnel and systems necessary to
     proceed with a collection effort targeting these terminated accounts during
     fiscal 2002. This effort included reconstructing account history and
     implementing software enhancements that will allow TG&E to fully pursue the
     collection of these terminated accounts during the third fiscal quarter.
     Based upon preliminary collection information and results obtained to date,
     the reserve established at September 30, 2001 appears appropriate in light
     of the circumstances and will continue to be reviewed as we obtain further
     information.

     Derivatives and Hedging

     The Partnership periodically hedges a portion of its home heating oil,
     propane and natural gas purchases through the use of futures, options,
     collars and swap agreements. The purpose of the hedges is to provide a
     measure of stability in the volatile market of home heating oil, propane
     and natural gas prices and to manage its exposure to commodity price risk
     under certain existing sales commitments. The Partnership also has
     derivative agreements that management has decided not to designate as hedge
     transactions for accounting purposes and as such, mark-to-market
     adjustments are recognized currently in earnings.

     The accounting treatment of changes in fair value is dependent upon whether
     or not a derivative instrument is designated as a hedge, and if so, the
     type of hedge. For derivatives designated as cash flow hedges, changes in
     fair value are recognized in other comprehensive income until the hedged
     item is recognized in earnings. All of the Partnership's derivative
     instruments entered into for the purchase of heating oil, propane and
     natural gas to be sold to price plan customers are designated as cash flow
     hedges. For derivatives recognized as fair value hedges, changes in fair
     value are recognized in the statement of operations and are offset by
     related changes in fair value of the hedged item. Substantially all of the
     derivative instruments entered into in order to mitigate the price exposure
     for firm commitments relating to the purchase of heating oil, propane and
     natural gas to be sold to price plan customers are designated as fair value
     hedges. Changes in the fair value of derivative instruments, which are not
     designated as hedges or which do not qualify for hedge accounting are
     recognized currently in earnings.

     For the three months ended March 31, 2002, the increase in accumulated
     other comprehensive income is principally attributable to the
     reclassification to current period income of accumulated losses on cash
     flow hedges that settled during the period. For the six month period ended



     March 31, 2002, the increase is attributable to those same
     reclassifications of accumulated losses on cash flow hedges that settled
     during the period offset in part by the increase in the effective portion
     of certain cash flow hedges from the first fiscal quarter.

     Accounting Principles Not Yet Adopted

     In July 2001, the FASB issued Statement No. 141, "Business Combinations"
     and Statement No. 142, "Goodwill and Other Intangible Assets." Statement
     No. 141 requires that the purchase method of accounting be used for all
     business combinations initiated after June 30, 2001 as well as for all
     purchase method business combinations completed after June 30, 2001.
     Statement No. 141 also specifies criteria that intangible assets acquired
     in a purchase method business combination must meet to be recognized and
     reported apart from goodwill. Statement No. 142 will require that goodwill
     and intangible assets with indefinite useful lives no longer be amortized,
     but instead be tested for impairment at least annually in accordance with
     the provisions of Statement No. 142. Statement No. 142 will also require
     that intangible assets with definite useful lives be amortized over their
     respective estimated useful lives to their estimated residual values, and
     reviewed for impairment in accordance with SFAS No. 121, "Accounting for
     the Impairment of Long-Lived Assets and for Long-Lived Assets to Be
     Disposed Of."
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2)   Summary of Significant Accounting Policies - (continued)

     The Partnership adopted the provisions of Statement No. 141 effective July
     1, 2001 and Statement No. 142 is required to be adopted effective October
     1, 2002. Futhermore, any goodwill and any intangible asset determined to
     have an indefinite useful life that are acquired in a purchase method
     business combination completed after June 30, 2001 will not be amortized,
     but will continue to be evaluated for impairment in accordance with the
     appropriate pre-Statement No. 142 accounting literature. Goodwill and
     intangible assets acquired in business combinations completed before July
     1, 2001 will continue to be amortized prior to the adoption of Statement
     No. 142.

     Statement No. 141 will require upon adoption of Statement No. 142, that the
     Partnership evaluate its existing intangible assets and goodwill that were
     acquired in a prior purchase method business combination, and to make any
     necessary reclassifications in order to conform with the new criteria in
     Statement No. 141 for recognition apart from goodwill. Upon adoption of
     Statement No. 142, the Partnership will be required to reassess the useful
     lives and residual values of all intangible assets acquired in purchase
     business combinations, and make any necessary amortization period
     adjustments by the end of the first interim period after adoption. In
     addition, to the extent an intangible asset is identified as having an
     indefinite useful life, the Partnership will be required to test the
     intangible asset for impairment in accordance with the provisions of
     Statement No. 142 within the first interim period. Any impairment loss will
     be measured as of the date of adoption and recognized as the cumulative
     effect of change in accounting principle in the first interim period.

     In connection with the transitional goodwill impairment evaluation,
     Statement No. 142 will require the Partnership to perform an assessment of
     whether there is an indication that goodwill is impaired as of the date of
     adoption. To accomplish this the Partnership must identify its reporting
     units and determine the carrying value of each reporting unit by assigning
     the assets and liabilities, including the existing goodwill and intangible
     assets, to those reporting units as of the date of adoption. The
     Partnership will then have up to six months from the date of adoption to
     determine the fair value of each reporting unit and compare it to the
     reporting unit's carrying amount. To the extent a reporting unit's carrying
     amount exceeds its fair value, an indication exists that the reporting
     unit's goodwill may be impaired and the Partnership must perform the second
     step of the transitional impairment test. In the second step, the
     Partnership must compare the implied fair value of the reporting unit's
     goodwill, determined by allocating the reporting unit's fair value to all
     of its assets (recognized and unrecognized) and liabilities in a manner
     similar to a purchase price allocation in accordance with Statement No.



     141, to its carrying amount, both of which would be measured as of the date
     of adoption. This second step is required to be completed as soon as
     possible, but no later than the end of the year of adoption. Any
     transitional impairment loss will be recognized as the cumulative effect of
     a change in accounting principle in the Partnership's statement of
     operations.

     As of March 31, 2002, the Partnership had unamortized goodwill in the
     amount of $275.9 million. The Partnership also has $199.3 million of
     unamortized identifiable intangible assets, which will be subject to the
     transition provisions of Statements No. 141 and No. 142. Amortization
     expense related to goodwill was $3.9 million and $4.1 million for the six
     months ended March 31, 2001 and 2002, respectively. Since July 1, 2001, the
     Partnership's adoption date of Statement No. 141, the Partnership acquired
     $79.4 million of goodwill subject to this Statement. As a result, these
     assets were not amortized by $0.8 million and $1.5 million, for the three
     and six months ended March 31, 2002, respectively. Because of the extensive
     effort needed to comply with adopting Statements No. 141 and No. 142, it is
     not practicable to reasonably estimate the impact of adopting these
     Statements on the Partnership's financial statements at the date of this
     report, including whether any transitional impairment losses will be
     required to be recognized as the cumulative effect of change in accounting
     principle.

     In August 2001, the FASB issued Statement No. 143, "Accounting for Asset
     Retirement Obligations" ("SFAS No. 143"). Statement No. 143 requires
     recording the fair market value of an asset retirement obligation as a
     liability in the period in which a legal obligation associated with the
     retirement of tangible long-lived assets is incurred. Statement No. 143
     also requires recording a corresponding asset, and to depreciate that
     amount over the life of the asset. The liability is then increased at the
     end of each period to reflect the passage of time and changes in the
     initial fair value measurement. The Partnership is required to adopt the
     provisions of Statement No. 143, effective October 1, 2002 and has not yet
     determined the extent of its impact, if any.

     In October 2001, the FASB issued Statement No. 144, "Accounting for the
     Impairment or Disposal of Long-Lived Assets" ("SFAS No. 144"). Statement
     No. 144 addresses financial accounting and reporting for the impairment or
     disposal of long-lived assets. It also extends the reporting requirements
     to report separately as discontinued operations, components of an entity
     that have either been disposed of or classified as held for sale. The
     Partnership is required to adopt the provisions of Statement No. 144,
     effective October 1, 2002 and has not yet determined the extent of its
     impact, if any.
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3)   Interest Rate Swaps

     Effective March 26, 2002, the heating oil segment entered into two interest
     rate swap agreements ("Swap Agreement") with Bank of America and JP Morgan,
     related to the semi-annual interest payments due on the $73.0 million fixed
     rate Senior Note due 2006 ("Senior Note"). The Swap Agreements, which
     expire August 1, 2006, require both the Bank of America and JP Morgan to
     each pay an amount based on the stated fixed interest rate (annual rate
     8.05%) pursuant to the Senior Notes for an aggregate $2.9 million due every
     six months on August 1 and February 1. In exchange, the heating oil segment
     is required to make semi-annual floating interest rate payments on the 1st
     of August and February based on an annual interest rate equal to the 6
     month LIBOR interest rate plus 2.83% applied to the same notional amount of
     $73.0 million.

4)   Segment Reporting

     In accordance with SFAS No. 131, "Disclosures about Segments of an
     Enterprise and Related Information", the Partnership has four reportable
     segments: a retail distributor of heating oil, a retail distributor of
     propane, a reseller of natural gas and electricity and the public master
     limited partnership, Star Gas Partners. Management has chosen to organize
     the enterprise under these four segments in order to leverage the expertise
     it has in each industry, allow each segment to continue to strengthen its



     core competencies and provide a clear means for evaluation of operating
     results.

     The heating oil segment is primarily engaged in the retail distribution of
     home heating oil, related equipment services, and equipment sales to
     residential and commercial customers. It operates primarily in the
     Northeast and Mid-Atlantic states. Home heating oil is principally used by
     the Partnership's residential and commercial customers to heat their homes
     and buildings, and as a result, weather conditions have a significant
     impact on the demand for home heating oil.

     The propane segment is primarily engaged in the retail distribution of
     propane and related supplies and equipment to residential, commercial,
     industrial, agricultural and motor fuel customers, in the Midwest,
     Northeast, Florida and Georgia. Propane is used primarily for space
     heating, water heating and cooking by the Partnership's residential and
     commercial customers and as a result, weather conditions also have a
     significant impact on the demand for propane.

     The natural gas and electric reseller segment is primarily engaged in
     offering natural gas and electricity to residential consumers in
     deregulated energy markets. In deregulated energy markets, customers have a
     choice in selecting energy suppliers to power and / or heat their homes. As
     a result, a significant portion of this segment's revenue is directly
     related to weather conditions. TG&E operates in ten markets in the
     Northeast, Mid-Atlantic, Florida and the District of Columbia, where
     competitors range from independent resellers, like TG&E, to large public
     utilities. TG&E has been instituting new credit policies and installing new
     information systems, which are designed to improve TG&E's credit approval
     process deficiency and collection problems.

     The public master limited partnership segment includes the office of the
     Chief Executive Officer and has the responsibility for maintaining investor
     relations and investor reporting for the Partnership.

     The following are the statements of operations and balance sheets for each
     segment as of and for the periods indicated. There were no inter-segment
     sales.

                                       11

4)   Segment Reporting (continued)

(in thousands)                                                        Three Months Ended
                           -------------------------------------------------------------------------------------------------------
                                              March 31, 2001                                          March 31, 2002
                                                (unaudited)                                             (unaudited)
                           ----------------------------------------------------    -----------------------------------------------
                           Heating                                               Heating
Statements of Operations     Oil      Propane     TG&E  Partners    Consol.        Oil       Propane     TG&E     Partners   Consol.
------------------------     ---      -------     ----  --------    -------        ---       -------     ----     --------- --------
                                                                                                                                           
 Sales                     $332,612    $92,320   $45,515   $     -  $470,447     $322,620   $ 74,636   $ 14,029   $    -   $411,285
 Cost of sales              226,246     51,303    40,421         -   317,970      211,850     29,400     10,732        -    251,982
 Delivery and branch         42,056     15,783         -         -    57,839       51,717     15,872          -        -     67,589
 Deprec. and amortization     6,838      3,294       238         2    10,372       10,011      4,143        353        2     14,509
 G & A expense                2,883      1,589     2,610     1,556     8,638        4,118      1,780      2,928      341      9,167
 TG&E customer
   acquisition expense            -          -       718         -       718            -          -        185        -        185
 Unit compensation expense        -          -         -       719       719            -          -          -     (475)      (475)
                           --------    -------   -------   -------  --------     --------   --------   --------   ------   --------
   Operating
        income (loss)        54,589     20,351     1,528    (2,277)   74,191       44,924     23,441       (169)     132     68,328
 Net interest expense
  (income)                    5,747      2,967       805      (516)    9,003        6,455      3,228        835     (761)     9,757
Amortization of debt
  issuance costs                 98         53         -         -       151          243         64          -        -        307
                           --------    -------   -------   -------  --------     --------   --------   --------   ------   --------
  Income (loss)
   before income taxes       48,744     17,331       723    (1,761)   65,037       38,226     20,149     (1,004)     893     58,264

 Income tax (benefit)           850         72         1         -       923       (2,000)        48          -        -     (1,952)
                           --------    -------   -------   -------  --------     --------   --------   --------   ------   --------
       Net income (loss)   $ 47,894    $17,259   $   722   $(1,761) $ 64,114     $ 40,226   $ 20,101   $ (1,004)  $  893   $ 60,216
                           ========    =======   =======   =======  ========     ========   ========   ========   ======   ========

Capital expenditures       $  2,021    $   914   $    12   $     -  $  2,947     $  1,492   $  1,089   $    218   $    -   $  2,799
                           ========    =======   =======   =======  ========     ========   ========   ========   ======   ========

(in thousands)                                                         Six Months Ended
                           -----------------------------------------------------------------------------------------------------
                                              March 31, 2001                                        March 31, 2002
                                                (unaudited)                                           (unaudited)



                           ----------------------------------------------------  -----------------------------------------------
                             Heating                                               Heating
Statements of Operations       Oil      Propane     TG&E  Partners    Consol.        Oil      Propane     TG&E     Partners Consol.
------------------------       ---      -------     ----  --------    -------        ---      -------     ----    --------- -------
                                                                                                                                         
 Sales                     $564,675   $163,763   $65,513   $     -   $793,951     $545,023   $129,011   $ 23,474   $     - $697,508
 Cost of sales              398,282     92,694    58,296         -    549,272      362,219     55,014     18,996         -  436,229
 Delivery and branch         77,733     29,440         -         -    107,173       94,169     29,741          -         -  123,910
 Deprec. and amortization    13,111      6,427       477         4     20,019       20,258      8,046        704         4   29,012
 G & A expense                5,286      3,235     4,302     2,697     15,520        6,831      3,401      5,396      1,724  17,352
 TG&E customer
   acquisition expense            -          -     1,371         -      1,371            -          -        406          -     406
 Unit compensation expense        -          -         -     1,219      1,219            -          -          -        165     165
                           --------   --------   -------   -------   --------     --------  --------   --------    -------- -------
      Operating
        income (loss)        70,263     31,967     1,067    (3,920)    99,377       61,546     32,809     (2,028)    (1,893) 90,434
 Net interest expense
  (income)                   10,911      5,693     1,331      (815)    17,120       13,113      6,601      1,710     (1,523) 19,901
Amortization of debt
  issuance costs                192        104         -         -        296          491        128          -         -      619
                           ---------  --------   -------   -------   --------     --------  ---------   ---------- -------- -------
 Income (loss)
  before income taxes        59,160     26,170      (264)   (3,105)    81,961       47,942     26,080     (3,738)      (370) 69,914

Income tax (benefit)          1,525        113         1         -      1,639       (1,900)        95          -          -  (1,805)
                           --------   --------   -------   -------   --------     --------  ---------   ---------- -------- -------
  Income (loss) before
   cumulative change in
   accounting principle      57,635     26,057      (265)   (3,105)    80,322       49,842     25,985     (3,738)      (370) 71,719

  Cumulative change in
   accounting principle       2,093       (229)     (398)        -      1,466            -          -          -          -       -
                           --------   --------  --------   -------   --------     --------  ---------   --------   -------- -------
       Net income (loss)   $ 59,728   $ 25,828  $   (663)  $(3,105)    81,788     $ 49,842  $ 25,985   $ (3,738)   $   (370)$71,719
                           ========   ========  ========   =======   ========     ========    ========  =========  ======== =======
Capital expenditures       $   4,461  $  2,535  $     69   $     -   $  7,065     $  4,620   $  2,982   $    578   $      - $ 8,180
                           =========  ========  ========   =======   ========     ========   ========   ========   ======== =======
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4)   Segment Reporting (continued)

(in thousands)
                                                                                                       March 31, 2002
                                             September 30, 2001                                          (unaudited)
                           -------------------------------------------------    ---------------------------------------------------
                          Heating                                      (1)      Heating                                       (1)
Balance Sheets              Oil      Propane     TG&E    Partners    Consol.      Oil      Propane     TG&E     Partners    Consol.
--------------              ---      -------     ----   ---------    -------      ---      -------     ----    ---------    -------
                                                                                                                                        
Assets
Current assets
  Cash and equivalents   $  7,181  $   3,655  $    102  $  6,290   $  17,228  $  15,782  $  18,969  $   1,241  $   2,251  $  38,243
  Receivables, net         82,484     12,002    10,487         -     104,973    114,029     17,335     10,535          -    141,899
  Inventories              24,735     13,181     3,214         -      41,130     25,257      9,320      2,030          -     36,607
  Prepaid expenses and
   other current assets    16,921      3,523     2,349         -      21,931     16,581      6,703        995          -     23,417
                         --------   --------   -------  --------    --------   --------   --------   --------   --------   --------
      Total current
        assets            131,321     32,361    16,152     6,290     185,262    171,649     52,327     14,801      2,251    240,166

Property and
  equipment, net           72,204    162,680       487         -     235,371     67,497    172,055        917          -    240,469
Long-term portion of
  accounts receivable       6,752          -         -         -       6,752      6,672          -          -          -      6,672
Investment in
  subsidiaries                  -    108,035         -   194,647           -          -    156,615          -    286,828          -
Intangibles and other     381,348     77,750    12,117       219     471,434    370,483     99,659     11,561        215    481,918
                         --------   --------   -------   -------    --------   --------   --------   --------   --------   --------
         Total assets    $591,625   $380,826   $28,756  $201,156    $898,819   $616,301  $ 480,656   $ 27,279   $289,294   $969,225
                         ========   ========   =======  ========    ========   ========   ========   ========   ========   ========

Liabilities and           Heating                                      (1)      Heating                                       (1)
  Partners' Capital         Oil      Propane     TG&E    Partners    Consol.      Oil      Propane     TG&E     Partners    Consol.
                            ---      -------     ----   ---------    -------      ---      -------     ----    ---------    -------
Current Liabilities
  Accounts payable       $ 22,407   $  5,682   $ 7,711   $     -    $ 35,800   $ 21,512   $  5,766   $  7,505   $      -   $ 34,783
  Working capital
    Facility borrowings         -      8,400     5,466         -      13,866     32,000          -      3,222          -     35,222
  Current maturities of
      of long-term debt     1,184      8,702     2,000         -      11,886     26,641     10,624      2,000          -     39,265
  Accrued expenses and
    other current
    liabilities            63,895     10,267     1,052     2,464      77,678     50,081     10,616      1,020      1,854     63,571
  Due to affiliate           (185)    (1,450)    2,069      (434)          -     (1,546)       938      1,564       (956)         -
  Unearned service
    contract revenue       24,575          -         -         -      24,575     25,500          -          -          -     25,500
  Customer credit
    balances               45,456     18,053     1,698         -      65,207     34,657      7,056      4,446          -     46,159
                         --------   --------   -------   -------    --------   --------   --------   --------   --------   --------
         Total current
           liabilities    157,332     49,654    19,996     2,030     229,012    188,845     35,000     19,757        898    244,500
Long-term debt            314,148    142,375       563         -     457,086    258,732    163,564        563          -    422,859
Other                      12,110      2,307        40         -      14,457     12,109      2,183         40          -     14,332
Partners' Capital
  Equity Capital          108,035    186,490     8,157   199,126     198,264    156,615    279,909      6,919    288,396    287,534
                         --------  ---------  --------  --------   ---------  ---------  ---------  ---------  ---------  ---------

Total liabilities and
  Partners' Capital      $591,625  $ 380,826  $ 28,756  $201,156   $ 898,819   $616,301  $ 480,656  $  27,279  $ 289,294  $ 969,225
                         ========  =========  ========  ========   =========   ========  =========  =========  =========  =========



(1)  The consolidated amounts include the necessary entries to eliminate the
     investment in Petro Holdings, Star Gas Propane and TG&E.
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5)   Acquisitions

     During the six-month period ending March 31, 2002, the Partnership acquired
     one retail heating oil dealer and four retail propane dealers. The
     aggregate consideration for these acquisitions accounted for by the
     purchase method of accounting was approximately $38.6 million. Purchase
     prices have been allocated to the acquired assets and liabilities based on
     their respective fair market values on the dates of acquisition. The
     purchase prices in excess of the fair values of net assets acquired are
     classified as intangibles in the Condensed Consolidated Balance Sheets.

     The following table indicates the allocation of the aggregate purchase
     price paid for these acquisitions and the respective periods of
     amortization assigned:

                   (in thousands)                          Useful Lives
                                                           ------------
              Land                           $   522       --
              Buildings                          490       30 years
              Furniture & fixtures               459       10 years
              Fleet                            1,535       5 - 30 years
              Tanks and equipment              8,259       5 - 30 years
              Customer lists                  18,027       7 - 15 years
              Restrictive covenants               10       5 years
              Goodwill                         7,706       --
              Working capital                  1,558       --
                                             -------
                      Total                  $38,566
                                             =======

     Sales and net income have been included in the Condensed Consolidated
     Statements of Operations from the respective dates of acquisition. The
     following pro forma information presents the results of operations for the
     six months ending March 31, 2002 of the Partnership, including the
     acquisitions previously described, as if the acquisitions had taken place
     on October 1, 2001.

              (in thousands, except per unit data)
              Sales                                             $      707,108
              Net income                                        $       72,799
              General Partner's interest in net income          $          832
              Limited Partners' interest in net income          $       71,967
              Basic net income per limited partner unit         $         2.51
              Diluted net income per limited partner unit       $         2.51

6)   Supplemental Disclosure of Cash Flow Information

        (in thousands)                            Six Months Ended March 31,

                                                  2001                 2002
                                                  ----                 ----
        Cash paid during the period for:

             Income taxes                       $      577          $       747



             Interest                           $   15,460          $    22,932
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7)   Earnings Per Limited Partner Unit

                                                              Three Months Ended March 31,       Six Months Ended March 31,
    (in thousands, except per unit data)                               (unaudited)                      (unaudited)
                                                                       -----------                      -----------
                                                                  2001            2002              2001             2002
                                                                  ----            ----              ----             ----
                                                                                                                          
    Income before cumulative effect of change in
      accounting principle per Limited Partner unit
      Basic                                                    $      2.86     $      2.09      $      3.76       $      2.57
      Diluted                                                  $      2.85     $      2.09      $      3.74       $      2.56

    Cumulative effect of change in accounting principle per
      Limited Partner unit

      Basic                                                    $         -     $         -      $      0.07       $         -
      Diluted                                                  $         -     $         -      $      0.07       $         -

    Net income per Limited Partner unit

      Basic                                                    $      2.86     $      2.09      $      3.83       $      2.57
      Diluted                                                  $      2.85     $      2.09      $      3.81       $      2.56

    Basic Earnings Per Unit:
    -----------------------
    Net income                                                 $    64,114     $    60,216      $    81,788       $    71,719
    Less:  General Partner's interest in net income                    964             681            1,247               820
                                                               -----------     -----------      -----------       -----------
      Limited Partners' interest in net income                 $    63,150     $    59,535      $    80,541       $    70,899
                                                               ===========     ===========      ===========       ===========

    Common Units                                                    19,021          25,037           18,020            24,207
    Senior Subordinated Units                                        2,697           3,124            2,657             3,071
    Junior Subordinated Units                                          345             345              345               345
                                                               -----------     -----------      -----------       -----------
      Weighted average number of Limited Partner units
         Outstanding                                                22,063          28,506           21,022            27,623
                                                               ===========     ===========      ===========       ===========
      Basic earnings per unit                                  $      2.86     $      2.09      $      3.83       $      2.57
                                                               ===========     ===========      ===========       ===========

    Diluted Earnings Per Unit:
    -------------------------
      Limited Partners' interest in net income                 $    63,150     $    59,535      $    80,541       $    70,899
                                                               ===========     ===========      ===========       ===========

      Weighted average number of Limited Partner units
         outstanding                                                22,063          28,506           21,022            27,623
      Senior  subordinated  units  anticipated to be issued
         under employee incentive plan                                 113               -              113                63
                                                               -----------     -----------      -----------       -----------
         Diluted weighted average number of Limited
           Partner units                                            22,176          28,506           21,135            27,686
                                                               ===========     ===========      ===========       ===========
         Diluted earnings per unit                             $      2.85     $      2.09      $      3.81       $      2.56
                                                               ===========     ===========      ===========       ===========

8)   Subsequent Events

     Amendment to Bank Agreement - On April 25, 2002, the heating oil segment
     amended its bank facilities to modify certain financial covenant and
     default provisions for the period January 1, 2002 through December 31,
     2002. This amendment also waived any failure of the heating oil segment to
     comply with its financial covenants for the period January 1, 2002 to the
     amendment effective date.

     Cash Distributions - On April 30, 2002, the Partnership announced that it
     would pay a cash distribution of $0.575 per Common Unit and $0.2500 per
     Senior Subordinated Unit, for the quarter ended March 31, 2002. The
     distribution will be paid on May 15, 2002, to unitholders of record on May
     6, 2002.
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                    STAR GAS PARTNERS, L.P. AND SUBSIDIARIES



           MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
                            AND RESULTS OF OPERATIONS

                 Statement Regarding Forward-Looking Disclosure

This Report includes "forward-looking statements" within the meaning of Section
27A of the Securities Act and Section 21E of the Exchange Act 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 the Partnership's financial performance, the price and supply of
home heating oil, propane, electricity and natural gas and the ability of the
Partnership to obtain new accounts and retain existing accounts. All statements
other than statements of historical facts included in this Report including,
without limitation, the statements under "Management's Discussion and Analysis
of Financial Condition and Results of Operations" and elsewhere herein, 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
Report, including without limitation and in conjunction with the forward-looking
statements included in this Report. 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.

Overview

In analyzing the financial results of the Partnership, the following matters
should be considered.

The primary use for heating oil, propane and natural gas is for space heating in
residential and commercial applications. As a result, weather conditions have a
significant impact on financial performance and should be considered when
analyzing changes in financial performance. In addition, gross margins vary
according to customer mix. For example, sales to residential customers generate
higher profit margins than sales to other customer groups, such as agricultural
customers. Accordingly, a change in customer mix can effect gross margins
without necessarily impacting total sales.

The heating oil, propane and natural gas industries are seasonal in nature with
peak activity occurring during the winter months. Accordingly, results of
operations for the periods presented are not indicative of the results to be
expected for a full year.

The Partnership adopted SFAS No. 133 on October 1, 2000 and has since recorded
its derivatives at fair market value. As a result, net income for the six months
ended March 31, 2001 was $0.4 million more than it would have been had the
Standard not been adopted and net income for the six months ended March 31, 2002
was $3.8 million more than it would have been had the Standard not been adopted.
Net income for the quarter ended March 31, 2001 was $0.7 million less than it
would have been had the Standard not been adopted and net income for the quarter
ended March 31, 2002 was $2.4 million less than it would have been had the
Standard not been adopted. The effect of the Standard has no impact in how the
Partnership evaluates its ability to make the minimum quarterly distribution.
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THREE MONTHS ENDED MARCH 31, 2002
COMPARED TO THREE MONTHS ENDED MARCH 31, 2001
---------------------------------------------

For the three months ended March 31, 2002, retail volume of home heating oil and
propane increased 12.4 million gallons, or 4.8%, to 271.7 million gallons, as
compared to 259.4 million gallons for the three months ended March 31, 2001.
This increase was due to a 10.1 million gallon increase in the heating oil
segment and by a 2.3 million gallon increase in the propane segment. The impact
of additional volume provided as a result of acquisitions was largely offset by
the impact of significantly warmer temperatures and to a much lesser extent by
customer attrition in the heating oil segment. Temperatures in the Partnership's
areas of operations were an average of 16.1% warmer than in the prior year's
comparable quarter and approximately 17% warmer than normal.



Sales

For the three months ended March 31, 2002, sales decreased $59.2 million, or
12.6%, to $411.3 million, as compared to $470.4 million for the three months
ended March 31, 2001. This decrease was due to $10.0 million lower home heating
oil segment sales, $17.7 million lower propane segment sales and a $31.5 million
decrease in TG&E sales. Sales decreased largely as a result of lower selling
prices which were only partially offset by sales from the higher retail volume
in the heating oil and propane segments. Selling prices decreased versus the
prior year's comparable period in response to lower supply costs. Sales of
rationally related products including heating equipment installation and service
and water softeners increased in the heating oil segment by $9.3 million and by
$0.5 million in the propane segment from the prior year's comparable quarter due
to acquisitions and organic growth.

Cost of Sales

For the three months ended March 31, 2002, cost of sales decreased $66.0
million, or 20.8%, to $252.0 million, as compared to $318.0 million for the
three months ended March 31, 2001. This decrease was due to $14.4 million of
lower cost of sales at the home heating oil segment, $21.9 million lower propane
segment cost of sales and a $29.7 million decrease in TG&E cost of sales. Cost
of sales decreased due to the impact of lower supply cost partially offset by
the cost of sales for the higher retail volume. While selling prices and supply
cost decreased on a per gallon basis, the decrease in selling prices was less
than the decrease in supply costs, which resulted in an increase in per gallon
margins for heating oil, propane and an overall Partnership wide margin
increase. TG&E's margins for the quarter ended March 31, 2002 were lower than
the margins experienced for the prior comparable quarter.

Delivery and Branch Expenses

For the three months ended March 31, 2002, delivery and branch expenses
increased $9.8 million, or 16.9%, to $67.6 million, as compared to $57.8 million
for the three months ended March 31, 2001. This increase was due to an
additional $9.7 million of delivery and branch expenses at the heating oil
segment and a $0.1 million increase in delivery and branch expenses for the
propane segment. Delivery and branch expenses increased both at the heating oil
and propane segments due to additional operating cost associated with acquired
companies and for the impact of inflation.

Depreciation and Amortization Expenses

For the three months ended March 31, 2002, depreciation and amortization
expenses increased $4.1 million, or 39.9%, to $14.5 million, as compared to
$10.4 million for the three months ended March 31, 2001. This increase was
primarily due to additional depreciation and amortization related to heating oil
and propane acquisitions.

General and Administrative Expenses

For the three months ended March 31, 2002, general and administrative expenses
increased $0.5 million, or 6.1%, to $9.2 million, as compared to $8.6 million
for the three months ended March 31, 2001. The increase was due to additional
general and administration expenses for the acquisition of Meenan Oil Co., Inc.
and other acquisitions partially offset by lower general and administrative
expenses at the Partnership level. The Partnership level decrease was primarily
due to a reduction in the accrual for compensation earned for unit appreciation
rights previously granted.
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TG&E Customer Acquisition Expense

For the three months ended March 31, 2002, TG&E customer acquisition expense
decreased $0.5 million, or 74.2% to $0.2 million, as compared to $0.7 million
for the three months ended March 31, 2001. This TG&E expense is for the cost of
acquiring new accounts through the services of a third party direct marketing
company.

Unit Compensation Expense

For the three months ended March 31, 2002, unit compensation expense decreased



$1.2 million, or 166.1%, to a negative $0.5 million, as compared to $0.7 million
for the three months ended March 31, 2001. The decrease was due to a reduction
in the accrual for units expected to be earned versus the prior year under the
Partnership's Unit Incentive Plan pursuant to which certain employees were
granted senior subordinated units as an incentive for increased efforts during
employment and as an inducement to remain in the service of the Partnership. The
Partnership believes that these contingent units will not vest for fiscal 2002.

Interest Expense, net

For the three months ended March 31, 2002, interest expense net increased $0.8
million, or 8.4%, to $9.8 million, as compared to $9.0 million for the three
months ended March 31, 2001. This increase was due to additional interest
expense for the financing of propane and heating oil acquisitions partially
offset by lower interest expense for working capital borrowings.

Income Tax Expense (benefit)

For the three months ended March 31, 2002, income tax expense decreased $2.9
million, or 311.5%, to a tax benefit of $2.0 million, as compared to an expense
of $0.9 million for the three months ended March 31, 2001. This decrease was due
to the availability of carrying back certain Federal tax losses resulting from a
change in the tax laws enacted in this quarter of approximately $2.2 million and
for lower state income taxes based upon the lower pretax earnings achieved for
the three months ended March 31, 2002.

Net Income

For the three months ended March 31, 2002, net income decreased $3.9 million, or
6.1%, to $60.2 million, as compared to $64.1 million for the three months ended
March 31, 2001. The decrease was due to a $7.7 million decrease in net income at
the heating oil segment and a $1.7 million decrease in net income at TG&E
partially offset by a $2.8 million increase in net income at the propane segment
and a $2.7 million reduction in the net loss at the Partnership level. The
reduction in the net income was primarily due to the impact of the warmer
weather, partially offset by a per gallon improvement in gross profit margins, a
reduction in unit compensation and unit appreciation rights accruals, the tax
benefit of the loss carryback and from net income generated by acquisitions.

Earnings before interest, taxes, depreciation and amortization, TG&E customer
acquisition expense and unit compensation expense, less net gain (loss) on sales
of fixed assets and before the impact of SFAS No. 133 (EBITDA)

For the three months ended March 31, 2002, earnings before interest, taxes,
depreciation and amortization, TG&E customer acquisition expense and unit
compensation expense, less net gain (loss) on sales of fixed assets and before
the impact of SFAS No. 133 (EBITDA) decreased $1.7 million, or 1.9% to $85.0
million as compared to $86.7 million, for the three months ended March 31, 2001.
This decrease was due to $3.6 million less EBITDA generated by the heating oil
segment and a $2.4 million decrease in the TG&E segment's EBITDA partially
offset by a $3.1 million increase in the propane segment and a $1.2 million
increase at the Partnership level. The decrease in EBITDA was largely due to the
impact of warmer temperatures, partially offset by higher per gallon gross
profit margins and EBITDA generated by acquisitions. 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 definition of "EBITDA" set forth above may be different from that used by
other companies.
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SIX MONTHS ENDED MARCH 31, 2002
COMPARED TO SIX MONTHS ENDED MARCH 31, 2001
-------------------------------------------

Volume

For the six months ended March 31, 2002, retail volume of home heating oil and
propane increased 8.2 million gallons, or 1.9%, to 442.5 million gallons, as
compared to 434.3 million gallons for the six months ended March 31, 2001. This
increase was due to a 10.4 million gallon increase in the heating oil segment



partially offset by a 2.2 million decrease in the propane segment. The impact of
additional volume provided by acquisitions was offset by the impact of
significantly warmer temperatures and to a much lesser extent by customer
attrition in the heating oil segment. Temperatures in the Partnership's areas of
operations were an average of 21.6% warmer than in the prior year's comparable
period and approximately 19% warmer than normal.

Sales

For the six months ended March 31, 2002, sales decreased $96.4 million, or
12.1%, to $697.5 million, as compared to $794.0 million for the six months ended
March 31, 2001. This decrease was due to $19.7 million lower home heating oil
segment sales, $34.8 million lower propane segment sales and a $42.0 million
decrease in TG&E sales. Sales decreased largely as a result of lower selling
prices which were only partially offset by sales from the higher retail volume
in the heating oil and propane segments. Selling prices decreased versus the
prior year's comparable period in response to lower supply costs. Sales of
rationally related products including heating equipment installation and service
and water softeners increased in the heating oil segment by $24.0 million and by
$1.5 million in the propane segment from the prior year's comparable six months
due to acquisitions and organic growth.

Cost of Sales

For the six months ended March 31, 2002, cost of sales decreased $113.0 million,
or 20.6%, to $436.2 million, as compared to $549.3 million for the six months
ended March 31, 2001. This decrease was due to $36.1 million of lower cost of
sales at the home heating oil segment, $37.7 million lower propane segment cost
of sales and a $39.3 million decrease in TG&E cost of sales. Cost of sales
decreased due to the impact of lower supply cost partially offset by the cost of
sales for the higher retail volume sales. While selling prices and supply cost
decreased on a per gallon basis, the decrease in selling prices was less than
the decrease in supply costs, which resulted in an increase in per gallon
margins.

Delivery and Branch Expenses

For the six months ended March 31, 2002, delivery and branch expenses increased
$16.7 million, or 15.6%, to $123.9 million, as compared to $107.2 million for
the six months ended March 31, 2001. This increase was due to an additional
$16.4 million of delivery and branch expenses at the heating oil segment and a
$0.3 million increase in delivery and branch expenses for the propane segment.
Delivery and branch expenses increased both at the heating oil and propane
segments due to additional operating cost associated with acquired companies and
for the impact of inflation. The increase in delivery and branch expenses was
mitigated due to the purchase of weather insurance that allowed the Partnership
to record approximately $6.4 million of net weather insurance recoveries.

Depreciation and Amortization Expenses

For the six months ended March 31, 2002, depreciation and amortization expenses
increased $9.0 million, or 44.9%, to $29.0 million, as compared to $20.0 million
for the six months ended March 31, 2001. This increase was primarily due to
additional depreciation and amortization related to heating oil and propane
acquisitions.
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General and Administrative Expenses

For the six months ended March 31, 2002, general and administrative expenses
increased $1.8 million, or 11.8%, to $17.4 million, as compared to $15.5 million
for the six months ended March 31, 2001. The increase was due to additional
general and administration expenses for the acquisition of Meenan Oil Co., Inc.
and other acquisitions as well as for increased compensation expense for TG&E.
The increased compensation for TG&E was incurred for professional staff
additions, hiring of personnel for its collection project and for severances
paid to former employees in connection with the relocation if its corporate
office to New Jersey. General and administrative expense were lower at the
Partnership level due to a reduction in the accrual for compensation earned for
unit appreciation rights previously granted.

TG&E Customer Acquisition Expense



For the six months ended March 31, 2002, TG&E customer acquisition expense
decreased $1.0 million, or 70.4% to $0.4 million, as compared to $1.4 million
for the six months ended March 31, 2001. This TG&E segment expense is for the
cost of acquiring new accounts through the services of a third party direct
marketing company.

Unit Compensation Expense

For the six months ended March 31, 2002, unit compensation expense decreased
$1.1 million, or 86.5%, to $0.2 million, as compared to $1.2 million for the six
months ended March 31, 2001. The decrease was due to a reduction in the accrual
for units expected to be earned versus the prior year under the Partnership's
Unit Incentive Plan pursuant to which certain employees were granted senior
subordinated units as an incentive for increased efforts during employment and
as an inducement to remain in the service of the Partnership. The Partnership
believes that these contingent units will not vest for fiscal 2002.

Interest Expense, net

For the six months ended March 31, 2002, interest expense net increased $2.8
million, or 16.2%, to $19.9 million, as compared to $17.1 million for the six
months ended March 31, 2001. This increase was due to additional interest
expense for the financing of propane and heating oil acquisitions partially
offset by lower interest expense for working capital borrowings.

Income Tax Expense (benefit)

For the six months ended March 31, 2002, income tax expense decreased $3.4
million, or 210.1%, to a tax benefit of $1.8 million, as compared to an expense
of $1.6 million for the six months ended March 31, 2001. This decrease was due
to the availability of carrying back certain Federal tax losses resulting from a
change in the tax laws enacted during the current six months of approximately
$2.2 million and for lower state income taxes based upon the lower pretax
earnings achieved for the six months ended March 31, 2002.

Cumulative Effect of Adoption of Accounting Principle

For the six months ended March 31, 2001, the Partnership recorded a $1.5 million
increase in income arising from the adoption of SFAS No. 133.

Net Income

For the six months ended March 31, 2002, net income decreased $10.1 million, or
12.3%, to $71.7 million, as compared to $81.8 million for the six months ended
March 31, 2001. The decrease was due to a $9.9 million decrease in net income at
the heating oil segment and a $3.1 million increase in the net loss at TG&E
partially offset by a $0.2 million increase in net income at the propane segment
and a $2.7 million reduction in the net loss at the Partnership level. The
reduction in the net income was primarily due to the impact of the warmer
weather, partially offset by a per gallon improvement in gross profit margins,
net weather insurance recoveries, the tax benefit of the tax loss carryback and
from net income generated by acquisitions.
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Earnings before interest, taxes, depreciation and amortization, TG&E customer
acquisition expense and unit compensation expense, less net gain (loss) on sales
of fixed assets and before the impact of SFAS No. 133 (EBITDA)

For the six months ended March 31, 2002, earnings before interest, taxes,
depreciation and amortization, TG&E customer acquisition expense and unit
compensation expense, less net gain (loss) on sales of fixed assets and before
the impact of SFAS No. 133 (EBITDA) decreased $6.7 million, or 5.4% to $116.3
million as compared to $123.0 million, for the six months ended March 31, 2001.
This decrease was due to $6.2 million of less EBITDA generated by the heating
oil segment and a $3.6 million decrease in the TG&E segment's EBITDA partially
offset by a $2.1 million increase in the propane segment and a $1.0 million
increase at the Partnership level. The decrease in EBITDA was largely due to the
impact of warmer temperatures, partially offset by higher per gallon gross
profit margins, net weather insurance recoveries and EBITDA generated by
acquisitions. 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 definition of "EBITDA" set forth above may
be different from that used by other companies.

Liquidity and Capital Resources

During the six months ended March 31, 2002, the Partnership sold 1.7 million
Common Units (including the exercise of the over-allotment option), the net
proceeds of which, net of underwriter's discount, commission, and offering
expenses was $34.2 million. These funds combined with net cash provided by $31.9
million in net working capital and acquisition facility borrowings, $1.3 million
in proceeds from the sale of fixed assets, and $50.6 million generated from
operating activities, totaled $118.0 million. Such funds were used for
acquisitions of $38.6 million, distributions of $32.1 million, debt repayment of
$17.3 million, capital expenditures of $8.2 million and other financing
activities of $0.8 million. As a result of the above activity cash increased by
$21.0 million to $38.2 million.

Due to the impact on operations of the extremely warm weather conditions
experienced during the six months ended March 31, 2002, the Partnership's
heating oil segment was not able to comply with certain of its bank facility
agreement covenants. The noncompliance was resolved with an amendment to the
heating oil segment's bank facility agreements, signed on April 25, 2002. The
agreement amended the financial covenants through December 31, 2002 and waived
any non compliance with these covenants for the period January 1, 2002 to the
amendment's effective date. As a result, the heating oil segment is currently in
compliance with these covenants. However, any future failure to comply with the
various restrictive and affirmative covenants of the Partnership's various bank
and note facility agreements could negatively impact the Partnership's ability
to incur additional debt, pay distributions and cause certain debt to become
currently payable.

For the remainder of fiscal 2002, the Partnership anticipates paying interest of
approximately $19 million and anticipates growth and maintenance capital
additions of approximately $8 million. In addition, the Partnership plans to pay
distributions on its units to the extent there is sufficient available cash in
accordance with the partnership agreement. The Partnership also plans to pursue
strategic acquisitions as part of its business strategy and to prudently fund
such acquisitions through a combination of debt and equity. Based on its current
cash position, proceeds from the above mentioned common unit offering, bank
credit availability and anticipated net cash to be generated from operating
activities, the Partnership expects to be able to meet all of its obligations
for the next twelve months.
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Item. 3.   Quantitive and Qualitative Disclosures About Market Risk
           --------------------------------------------------------

The Partnership is exposed to interest rate risk primarily through its bank
credit facilities. The Partnership utilizes these borrowings to meet its working
capital needs and also to fund the short-term needs of its acquisition program.

At March 31, 2002, the Partnership had outstanding borrowings of approximately
$63.7 million under its Bank Credit Facilities. The Partnership also has an
interest rate swap for $73.0 million of fixed rate borrowings. In the event that
interest rates associated with these facilities were to increase 100 basis
points, the impact on future cash flows would be a decrease of approximately
$1.4 million annually.

The Partnership also selectively uses derivative financial instruments to manage
its exposure to market risk related to changes in the current and future market
price of home heating oil, propane and natural gas. The Partnership does not
hold derivatives for trading purposes. The value of market sensitive derivative
instruments is subject to change as a result of movements in market prices.
Consistent with the nature of hedging activity, associated unrealized gains and
losses would be offset by corresponding decreases or increases in the purchase
price the Partnership would pay for the product being hedged. Sensitivity
analysis is a technique used to evaluate the impact of hypothetical market value
changes. Based on a hypothetical ten percent increase in the cost of product at
March 31, 2002, the potential gain on the Partnership's hedging activity would
be to increase the fair market value of these outstanding derivatives by $0.7



million to a fair market value of $1.2 million; and conversely a hypothetical
ten percent decrease in the cost of product would decrease the fair market value
of these outstanding derivatives by $0.4 million to a fair market value of $0.2
million.

                            PART II OTHER INFORMATION
                            -------------------------

Item 6.   Exhibits and Reports on Form 8-K
          --------------------------------

(a)      Exhibits Included Within:
         ------------------------

         10.29 - Parity debt credit agreement, dated as of February 22, 2002
         between Star Gas Propane, L.P., Fleet National Bank, as Administrative
         Agent, and Bank of America, N.A., as Documentation Agent.

         10.30 - Waiver and third amendment to second amended and restated
         credit agreement, dated as of April 25, 2002 between Petroleum Heat
         and Power Co., Inc., and Bank of America, N.A., as Agent.

(b)      Reports on Form 8-K:
         -------------------

         1/7/02 - This Form 8-K consists of a copy of the underwriting
         agreement for a firm commitment public offering of up to 1,500,000
         common units of the registrant that were previously registered
         pursuant to a shelf registration statement on Form S-3 (SEC File No.
         333-57994).
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                                    SIGNATURE
                                    ---------

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Partnership has duly caused this report to be signed on its behalf of the
undersigned thereunto duly authorized:

Star Gas Partners, L.P.
By:      Star Gas LLC (General Partner)

            Signature                  Title                           Date
            ---------                  -----                           ----

/s/  Ami Trauber               Chief Financial Officer            April 30, 2002
     ----------------------
     Ami Trauber               Star Gas LLC
                               (Principal Financial Officer)

/s/  James J. Bottiglieri      Vice President                     April 30, 2002
     ----------------------
     James J. Bottiglieri      Star Gas LLC
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                             STAR GAS PROPANE, L.P.,
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                            as Administrative Agent,
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                             BANK OF AMERICA, N.A.,

                             as Documentation Agent

--------------------------------------------------------------------------------
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         PARITY DEBT CREDIT AGREEMENT dated as of February 22, 2002, among STAR
GAS PROPANE, L.P., a Delaware limited partnership, the Lenders (as defined
herein), FLEET NATIONAL BANK, as Administrative Agent, and BANK OF AMERICA,
N.A., as Documentation Agent.

         The Borrower (such term, and all other capitalized terms in this
paragraph, being used as hereinafter defined) has requested the Lenders to
extend credit to the Borrower in the aggregate principal amount of up to
$25,000,000 which Indebtedness shall constitute Parity Debt under Section
6.01(b) of the Existing Credit Agreement, Section 10.1(b) of the Note Agreement
and the comparable sections under the various Parity Debt Agreements. The
Lenders are willing to extend such credit to the Borrower upon the terms and
subject to the conditions set forth herein. Accordingly, the Borrower, the
Lenders, the Agents and the Issuing Bank agree as follows:

                                   ARTICLE I

                                   DEFINITIONS

         Section 1.01 Defined Terms. As used in this Agreement, the following
terms shall have the meanings specified below:

         "ABR Borrowing" shall mean a Borrowing comprised of ABR Loans.



         "ABR Loan" shall mean any ABR Revolving Loan or ABR Term Loan.

         "ABR Revolving Loan" shall mean any Revolving Loan bearing interest at
a rate determined by reference to the Alternate Base Rate in accordance with the
provisions of Article II.

         "ABR Term Loan" shall mean any Term Loan bearing interest at a rate
determined by reference to the Alternate Base Rate in accordance with the
provisions of Article II.

         "Acquired Business Entity" means (i) any business entity the capital
stock or assets of which have been acquired substantially as an entirety by the
Borrower by purchase, merger or, consolidation, and (ii) any other assets which
were operated as an identifiable business unit, i.e., a branch or division of a
business entity and which have been acquired substantially as an entirety by the
Borrower.

         "Adjusted LIBO Rate" shall mean, with respect to any Eurodollar
Borrowing for any Interest Period, the rate, rounded upwards to the nearest
1/100%, obtained by dividing (a) the LIBO Rate for such Interest Period by (b)
an amount equal to 1 minus the Statutory Reserves, if any; provided, however,
that if any time during such Interest Period the Statutory Reserves applicable
to such Eurodollar Borrowing changes, the Adjusted LIBO Rate shall automatically
be adjusted to reflect such change, effective as of the date of such change.

         "Administrative Agent" shall mean Fleet National Bank, in its capacity
as administrative agent for the Lenders hereunder, and its successors in such
capacity.

         "Administrative Questionnaire" shall mean, with respect to each Lender,
the administrative questionnaire in the form submitted to such Lender by the
Administrative Agent and returned to the Administrative Agent duly completed by
such Lender.

         "Affiliate", as applied to any Person, shall mean any other Person
directly or indirectly controlling or controlled by or under common control with
such Person, provided that (i) for purposes of this definition, "control"
(including, with correlative meanings, the terms "controlled by" and "under
common control with") as used with respect to any Person shall mean the
possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of such Person, whether as a general
partner or through the ownership of voting securities or by contract or
otherwise, (ii) as applied to the Borrower, the term "Affiliate" shall include
Petro Holdings, Petro, all Subsidiaries of Petro, the General Partner and the
Public Partnership, and (iii) no Person which is an institution shall be deemed
to be an Affiliate of the Borrower solely by reason of ownership of the Facility
Obligations or other securities issued in exchange for the Facility Obligations
or by reason of having the benefits of any agreements or covenants contained in
this Agreement or the other Operative Agreements.

         "After Acquired Property" shall have the meaning assigned to such term
in Section 6.22.

         "Agents" shall mean the Administrative Agent and the Documentation
Agent.

         "Aggregate Cost of Unmortgaged Property" shall have the meaning
assigned to such term in Section 6.22.

         "Agreement" shall mean this Parity Debt Credit Agreement, as amended,
modified, restated or supplemented from time to time.

         "Alternate Base Rate" shall mean, for any day, a rate per annum
(rounded upwards, if necessary, to the next 1/16 of 1%) equal to the greater of
(a) the Federal Funds Effective Rate in effect on such day plus 0.50% and (b)
the Prime Rate in effect on such day. If the Administrative Agent shall have
determined (which determination shall be conclusive absent manifest error) that
it is unable to ascertain the Federal Funds Effective Rate for any reason,
including the inability or failure of the Administrative Agent to obtain
sufficient quotations in accordance with the terms hereof, the Alternate Base
Rate shall be determined without regard to clause (a) of the first sentence of
this definition until the circumstances giving rise to such inability no longer



exist. Any change in the Alternate Base Rate due to a change in the Prime Rate
or the Federal Funds Effective Rate shall be effective on the effective date of
such change in the Prime Rate or the Federal Funds Effective Rate, respectively,
without notice to the Borrower.

         "Applicable Margin" shall mean (a) with respect to any ABR Revolving
Loan or ABR Term Loan, the Applicable ABR Margin and (b) with respect to any
Eurodollar Revolving Loan or Eurodollar Term Loan, the Applicable Eurodollar
Margin.

         "Applicable ABR Margin" shall mean, with respect to any Revolving Loan
or Term Loan outstanding on any day:
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            (i) 0.625%, if such day falls within a Level I Pricing Period;

            (ii) 0.875%, if such day falls within a Level II Pricing Period; and

            (iii) 1.125%, if such day falls within a Level III Pricing Period.

         "Applicable Eurodollar Margin" shall mean, with respect to any
Revolving Loan or Term Loan outstanding on any day.

            (i) 1.625%, if such day falls within a Level I Pricing Period;

            (ii) 1.875%, if such day falls within a Level II Pricing Period; and

            (iii) 2.125%, if such day falls within a Level III Pricing Period.

         "Assets" shall mean assets covered by the Collateral Documents and
assets acquired by the Borrower or the Restricted Subsidiaries from time to
time.

         "Assignment and Acceptance" shall mean an assignment and acceptance
entered into by a Lender and an assignee, and accepted by the Administrative
Agent, in the form of Exhibit E or such other form as shall be approved by the
Administrative Agent.

         "Audited Financial Statements" shall have the meaning assigned to such
term in Section 3.05(d).

         "Available Cash", with respect to any calendar quarter, shall mean (a)
the sum of (i) all cash of the Borrower and the Restricted Subsidiaries on hand
at the end of such quarter and (ii) all additional cash of the Borrower and the
Restricted Subsidiaries on hand through available borrowings made after the end
of such quarter (provided that such borrowings shall in no event exceed
available borrowings as of the end of such quarter) at the date of determination
of Available Cash with respect to such quarter, less (b) any cash reserves that
the General Partner shall determine to be necessary or appropriate in its
reasonable discretion to (A) provide for the proper conduct of the business of
the Borrower and the Restricted Subsidiaries (including cash reserves for future
capital expenditures) or (B) provide funds for distributions under Sections
5.4(a)(i), (ii) and (iii) or 5.4(b)(i) of the MLP Agreement in respect of any
one or more of the next four quarters or (C) comply with applicable law or any
loan agreement (including this Agreement), mortgage, security agreement, debt
instrument or other agreement or obligation to which the Borrower or any
Restricted Subsidiary is a party or its assets are subject, (including the
payment of principal, Make Whole Amount, if applicable, and interest) of the
Borrower in respect of the Notes; provided that Available Cash shall exclude,
without duplication, (w) in each calendar quarter a reserve equal to the
Specified Percentage of the aggregate amount of all interest in respect of all
Indebtedness of the Borrower and the Restricted Subsidiaries to be paid or to
accrue in the next quarter (assuming, in the case of Indebtedness incurred
hereunder, that such Indebtedness will bear interest at the then prevailing rate
for Eurodollar Loans of the applicable Class for one-month's duration, plus the
Applicable Margin for such Loans, and assuming in the case of other Indebtedness
bearing interest at fluctuating interest rates which cannot be determined in
advance, that the interest rate in effect on the last Business Day of the
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immediately preceding calendar quarter will remain in effect until such
Indebtedness is due to be paid), (x) with respect to any Indebtedness of which
principal and/or interest is payable annually (provided, in the case of
principal, that such Indebtedness is secured equally and ratably with the
Mortgage Notes), in the third calendar quarter immediately preceding each
calendar quarter in which any scheduled principal and/or interest payment is due
with respect to such Indebtedness (a "payment quarter"), a reserve equal to at
least 25% of the aggregate amount of all principal and interest to be paid in
respect of such Indebtedness secured equally and ratably with the Mortgage Notes
in such payment quarter; in the second calendar quarter immediately preceding a
payment quarter, a reserve equal to at least 50% of the aggregate amount of all
principal and interest to be paid in respect of such Indebtedness in such
payment quarter; and in the calendar quarter immediately preceding a payment
quarter, a reserve equal to at least 75% of the aggregate amount of all
principal and interest to be paid in respect of such Indebtedness in such
payment quarter, (y) with respect to the Mortgage Notes and any other
Indebtedness of which principal and/or interest is payable semi-annually or
otherwise less frequently than quarterly (provided, in the case of principal,
that such Indebtedness is secured equally and ratably with the Mortgage Notes),
in each calendar quarter a reserve equal to at least 50% of the aggregate amount
of all principal and interest to be paid in respect of the Mortgage Notes and
such other Indebtedness in the next quarter; provided further that the amount of
such reserve specified in clauses (x) and (y) of this definition for principal
amounts to be paid shall be reduced by the aggregate principal amount of all
binding, irrevocable letters of credit established to refinance such principal
amounts, and (z) any assets of any Unrestricted Subsidiary.

         "Average Life" shall mean, as of the date of determination, with
respect to any Indebtedness, the quotient obtained by dividing (i) the sum of
the products of (A) the numbers of years from the date of determination to the
dates of each successive scheduled principal payment of such Indebtedness
multiplied by (B) the amount of such payment by (ii) the sum of all such
payments.

         "Board" shall mean the Board of Governors of the Federal Reserve System
of the United States.

         "Borrower" shall mean Star Gas Propane, L.P., a Delaware limited
partnership.

         "Borrower Security Agreement" shall mean the Pledge and Security
Agreement among the Borrower, the General Partner, the Restricted Subsidiaries
and the Trustee dated as of December 13, 1995, as amended from time to time.

         "Borrowing" shall mean a group of Loans of a single Class and Type made
by the Lenders on a single date and as to which a single Interest Period is in
effect. For purposes of Section 4.02, (a) a "Borrowing" does not include a
conversion or continuation of the Type of, or the duration of the Interest
Period applicable to, a previously outstanding Term Borrowing pursuant to
Section 2.10 and (b) a "Borrowing" includes each Revolving Credit Borrowing in
which Revolving Loans are refinanced with new Loans as contemplated by Section
2.02(g).

         "Business" shall mean the operation by the Borrower and its
Subsidiaries (other than Petro Holdings or its Subsidiaries) of the wholesale
and retail sale, distribution and storage of
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propane gas and related petroleum derivative products and the related retail
sale of supplies and equipment, including home appliances.

         "Business Day" shall mean any day (other than a day which is a
Saturday, Sunday or legal holiday in the State of Massachusetts, North Carolina
or New York) on which banks are open for business in Boston, Massachusetts,
Charlotte, North Carolina and New York, New York; provided, however, that, when
used in connection with a Eurodollar Loan, the term "Business Day" shall also
exclude any day on which banks are not open for dealings in dollar deposits in
the applicable interbank market.

         "Capital Expenditures" shall mean, for any period, all amounts (whether



paid in cash or accrued as a liability) which would, in accordance with GAAP, be
included on a consolidated statement of cash flows of the Borrower and its
Restricted Subsidiaries for such period as additions to property, plant and
equipment, Capital Lease Obligations or other capital expenditures; provided
that it is agreed that the Capital Expenditures of Unrestricted Subsidiaries
shall not be consolidated with those of the Borrower and its Restricted
Subsidiaries for purposes of calculating "Capital Expenditures."

         "Capital Lease Obligations" of any Person shall mean the obligations of
such Person to pay rent or other amounts under any lease of (or other
arrangement conveying the right to use) real or personal property, or a
combination thereof, which obligations are required to be classified and
accounted for as capital leases on a balance sheet of such Person under GAAP (as
opposed to being accounted for as operating lease expenses on an income
statement of such Person under GAAP) and, for the purposes of this Agreement,
the amount of such obligations at any time shall be the capitalized amount
thereof at such time determined in accordance with GAAP.

         "Capital Stock" of any Person shall mean any and all shares,
partnership, limited liability company and other interests (general or limited),
rights to purchase, warrants, options, participations or other equivalents of or
interests in (however designated) the equity of such Person.

         "Cash Collateral Agreement" shall mean the Cash Collateral Agreement
dated as of December 13, 1995 among the Borrower, the Administrative Agent and
the Trustee, as amended from time to time.

         "Cash Equivalents" shall mean:

                  (a) marketable obligations issued or unconditionally
         guaranteed by the United States of America, or issued by any agency
         thereof and backed by the full faith and credit of the United States,
         in each case maturing within one year from the date of acquisition
         thereof;

                  (b) marketable direct obligations issued by any state of the
         United States of America or any political subdivision of any such state
         or any public instrumentality thereof maturing within one year from the
         date of acquisition thereof and having as at any
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         date of determination the highest generic rating obtainable from either
         Standard & Poor's Ratings Group or Moody's Investors Service, Inc.;

                  (c) commercial paper maturing no more than 270 days from the
         date of creation thereof and having as at any date of determination one
         of the two highest generic ratings obtainable from either Standard &
         Poor's Ratings Group or Moody's Investors Service, Inc.;

                  (d) certificates of deposit maturing one year or less from the
         date of acquisition thereof issued by commercial banks incorporated
         under the laws of the United States of America or any state thereof or
         the District of Columbia or Canada, (I) the commercial paper or other
         short-term unsecured debt obligations of which are rated either A-2 or
         better (or comparably if the rating system is changed) by Standard &
         Poor's Ratings Group or Prime-2 or better (or comparably if the rating
         system is changed) by Moody's Investors Service, Inc. or (II) the
         long-term debt obligations of which are rated either AA- or better (or
         comparably if the rating system is changed) by Standard & Poor's
         Ratings Group or Aa3 or better (or comparably if the rating system is
         changed) by Moody's Investors Service, Inc. ("Permitted Banks");

                  (e) bankers' acceptances eligible for rediscount under
         requirements of the Board and accepted by Permitted Banks; and

                  (f) obligations of the type described in clause (a), (b), (c)
         or (d) above purchased from a securities dealer designated as a
         "primary dealer" by the Federal Reserve Bank of New York or from a
         Permitted Bank as counterparty to a written repurchase agreement
         obligating such counterparty to repurchase such obligations not later



         than 14 days after the purchase thereof and which provides that the
         obligations which are the subject thereof are held for the benefit of
         the Borrower or a Subsidiary by a custodian which is a Permitted Bank
         and which is not a counterparty to the repurchase agreement in
         question.

         "CERCLA" shall mean the Federal Comprehensive Environmental Response,
Compensation and Liability Act, as amended.

         "Charges" shall have the meaning assigned to such term in Section 9.09.

         "Class" shall have the meaning assigned to such term in Section 1.03.

         "Closing" shall mean the time at which this Agreement shall become
effective.

         "Closing Date" shall mean the date on which the Closing shall occur.

         "Code" shall mean the Internal Revenue Code of 1986, as the same may be
amended from time to time.

         "Collateral" shall mean all the collateral pledged or purported to be
pledged pursuant to any of the Collateral Documents.
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         "Collateral Documents" shall mean the Security Agreements, the
Subsidiary Consent and Agreement, the General Partner Consent and Agreement, the
Public Partnership Consent and Agreement, the Motor Vehicle Security Agreements,
the Perfection Certificate, the Lockbox Agreements, the Mortgages, the Trust
Agreement, the Cash Collateral Agreement, checking and deposit account
agreements and all other security agreements and other documents and instruments
executed and/or delivered pursuant to the terms hereof or thereof (including the
certificates of title referred to in Section 4.01(c) of the Borrower Security
Agreement) in order to secure the Facility Obligations, other Parity Debt, and
the Existing Credit Agreement or perfect any Lien granted for the benefit of the
Lenders and the holders of Parity Debt pursuant thereto.

         "Commitment" shall mean, with respect to each Lender, such Lender's
Revolving Credit Commitment and Term Loan Commitment.

         "Commitment Fee" shall have the meaning assigned to such term in
Section 2.05(b).

         "Commodities Inventory" shall mean all inventory consisting of propane
gas and other petroleum derivative products of, and held for sale by, the
Borrower or any Restricted Subsidiary.

         "Commodity Hedging Agreement" shall mean any agreement or arrangement
designed solely to protect the Borrower and the Restricted Subsidiaries against
fluctuations in the price of propane with respect to quantities of propane that
the Borrower and the Restricted Subsidiaries reasonably expect to purchase from
suppliers, sell to their customers or need for their inventory during the period
covered by such agreement or arrangement.

         "Consolidated Cash Flow" shall mean at any date of determination, for
the Reference Period with respect to such date of determination, (i) the sum of,
without duplication, the amounts for such period, taken as a single accounting
period, (a) Consolidated Net Income and (b) all amounts deducted in arriving at
such Consolidated Net Income in respect of (I) interest charges (including
amortization of debt discount and expense and imputed interest on Capital Lease
Obligations), (II) provisions for all taxes and reserves (including reserves for
deferred income taxes) and (III) non-cash items, including depreciation and
amortization, less (ii) without duplication, any non-cash items added in the
determination of such Consolidated Net Income for such period. Consolidated Cash
Flow shall be calculated after giving effect, on a pro forma basis for the
Reference Period with respect to any date of determination to, without
duplication, any asset sales or asset acquisitions (including any asset
acquisition giving rise to the need to make such calculation as a result of the
Borrower or any Restricted Subsidiary (including any Person who becomes a
Restricted Subsidiary as a result of such asset acquisition) incurring, assuming



or otherwise being liable for acquired Indebtedness) occurring during the period
commencing on the first day of such Reference Period to and including the date
of determination, as if such asset sale or asset acquisition occurred on the
first day of such Reference Period. The pro forma calculations required by this
definition will be determined in accordance with GAAP, shall be certified by a
Financial Officer of the Borrower, and shall be calculated in a manner
reasonably satisfactory to the Required Lenders; provided, however, that such
calculation shall be made (i) based on the historical sales volume associated
with any Eligible Propane Acquisition for the Reference Period with respect to
the date of such acquisition, less estimated post-acquisition loss
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of sales volume (not to be less than three percent (3%)), (ii) based on the
actual cost to the Borrower of the volume of goods sold as determined in clause
(i) above, (iii) based on the pro forma expenses that would have been incurred
by the Borrower in the operation of such Eligible Propane Acquisition if it had
occurred on the first day of such period computed on the basis of personnel
expenses for employees retained or to be retained by the Borrower in the
operation of such Eligible Propane Acquisition and non-personnel costs and
expenses incurred by the Borrower or the General Partner in the operation of the
Business at similarly situated facilities of the Borrower and the Restricted
Subsidiaries, and (iv) without inclusion of the operations of any Unrestricted
Subsidiary.

         "Consolidated Interest Expense" shall mean as of any date of
determination, the total amount payable by the Borrower and the Restricted
Subsidiaries on a consolidated basis (it being understood that amounts payable
by Unrestricted Subsidiaries shall not be consolidated with the Borrower or any
Restricted Subsidiary for purposes of calculating Consolidated Interest
Expense), during the Reference Period with respect to such date of
determination, in respect of all interest charges (including amortization of
debt discount and expense and imputed interest on actual payments under Capital
Lease Obligations) during such Reference Period with respect to Indebtedness of
the Borrower and the Restricted Subsidiaries.

         "Consolidated Net Income" shall mean, with reference to any period, the
net income (or deficit) of the Borrower and its Restricted Subsidiaries for such
period (taken as a cumulative whole), after deducting all operating expenses,
provisions for all taxes and reserves (including reserves for deferred income
taxes) and all other proper deductions, all determined in accordance with GAAP
on a consolidated basis (it being understood that the net income of Unrestricted
Subsidiaries shall not be consolidated with the Borrower or any Restricted
Subsidiary for purposes of calculating Consolidated Net Income), after
eliminating all intercompany transactions and after deducting portions of income
properly attributable to minority interests, if any, in the stock and surplus of
Restricted Subsidiaries, provided that there shall be excluded (a) the income
(or deficit) of any Person accrued prior to the date it becomes a Restricted
Subsidiary or is merged into or consolidated with the Borrower or a Restricted
Subsidiary, (b) the income (or deficit) of any Person (other than a Restricted
Subsidiary) in which the Borrower or any Restricted Subsidiary has an ownership
interest, except to the extent that any such income has been actually received
by the Borrower or such Restricted Subsidiary in the form of dividends or
similar distributions (but subject to the limitations specified in the proviso
below), (c) the undistributed earnings of any Restricted Subsidiary to the
extent that the declaration or payment of dividends or similar distributions by
such Restricted Subsidiary is not at the time permitted by the terms of its
charter or any agreement, instrument, judgment, decree, order, statute, rule or
governmental regulation applicable to such Restricted Subsidiary, (d) any
restoration to income of any contingency reserve, except to the extent that
provision for such reserve was made out of income accrued during such period,
(e) any aggregate net gain (but not any aggregate net loss) during such period
arising from the sale, exchange or other disposition of capital assets (such
term to include all fixed assets, whether tangible or intangible, all inventory
sold in conjunction with the disposition of fixed assets, and all securities),
(f) any write-up of any asset, (g) any net gain from the collection of the
proceeds of life insurance policies, (h) any gain arising from the acquisition
of any securities, or the extinguishment, under GAAP, of any Indebtedness, of
the Borrower or any Restricted Subsidiary, (i) any net income or gain (but not
any net loss) during
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such period from any change in accounting, from any discontinued operations or
the disposition thereof, from any extraordinary events or from any prior period
adjustments, (j) any deferred credit representing the excess of equity in any
Restricted Subsidiary at the date of acquisition over the cost of the investment
in such Restricted Subsidiary, and (k) in the case of a successor to the
Borrower by consolidation or merger or as a transferee of its assets, any
earnings of the successor corporation prior to such consolidation, merger or
transfer of assets; provided, further, that notwithstanding clause (b) above,
there shall be excluded in all events the income (or deficit) of Petro Holdings,
whether or not any amounts are actually received by the Borrower or any
Restricted Subsidiary from or through Petro Holdings in the form of dividends or
otherwise.

         "Consolidated Pro Forma Debt Service" shall mean, as of any date of
determination, the total amount payable by the Borrower and the Restricted
Subsidiaries on a consolidated basis (it being understood that amounts payable
by Unrestricted Subsidiaries shall not be consolidated with the Borrower or any
Restricted Subsidiary for purposes of calculating Consolidated Pro Forma Debt
Service), during the four consecutive calendar quarters next succeeding the date
of determination, in respect of scheduled principal payments and all interest
charges (excluding amortization of debt discount and expense) with respect to
Indebtedness of the Borrower and the Restricted Subsidiaries outstanding on such
date of determination (other than all scheduled principal payments during any
such four consecutive calendar quarter period with respect to Funded Debt and
Facility B), after giving effect to any Indebtedness proposed to be incurred on
such date and to the substantially concurrent repayment of any other
Indebtedness, and (a) including actual payments under Capital Lease Obligations,
(b) assuming, in the case of Indebtedness (other than Indebtedness incurred
under the Existing Credit Agreement and the Facility) bearing interest at
fluctuating interest rates which cannot be determined in advance, that the rate
in effect on such date will remain in effect throughout such period, (c)
assuming in the case of Indebtedness incurred under the Existing Credit
Agreement and/or the Facility, that (i) the interest payments payable during
such four consecutive calendar quarters next succeeding the date of
determination will equal the actual interest payments associated with the
Existing Credit Agreement or the Facility, as the case may be, during the most
recent four fiscal quarters, (ii) except for the twelve month period immediately
prior to the termination or final maturity thereof (unless extended or renewed),
no principal payments will be made under Facility A of the Existing Credit
Agreement and (iii) principal payments relating to Facility B and the Facility
will become due based on the assumption that the conversion to the fixed
amortization schedule pursuant to Sections 2.01(c) and 2.11(c) of the Existing
Credit Agreement and Sections 2.01(c) and 2.11(c) of this Agreement, as
applicable, (d) treating the principal amount of all Indebtedness outstanding as
of such date of determination under a revolving credit or similar agreement
(other than the Existing Credit Agreement and this Agreement) as maturing and
becoming due and payable on the scheduled maturity date or dates thereof
(including the maturity of any payment required by any commitment reduction or
similar amortization provision), without regard to any provision permitting such
maturity date to be extended, (e) including any other debt repayments due within
twelve months from such date of determination and (f) excluding principal and
interest payments in connection with the Star/Petro Intercompany Subordinated
Debt.

         "Control" shall mean the possession, directly or indirectly, of the
power to direct or cause the direction of the management or policies of a
Person, whether through the ownership of voting
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securities, by contract or otherwise, and "Controlling" and "Controlled" shall
have meanings correlative thereto.

         "Conversion Date" shall mean September 30, 2003.

         "Current Assets" shall mean, as of any date, all assets which would, in
accordance with GAAP, be included on a consolidated balance sheet of the



Borrower and its Restricted Subsidiaries as of such date as current assets;
provided that it is understood that the current assets of Unrestricted
Subsidiaries shall not be consolidated with those of the Borrower or any
Restricted Subsidiary for purposes of calculating Current Assets.

         "Current Liabilities" shall mean, as of any date, without duplication,
(a) all liabilities which would, in accordance with GAAP, be included on a
consolidated balance sheet of the Borrower and its Restricted Subsidiaries as of
such date as current liabilities; provided that it is understood that the
current liabilities of Unrestricted Subsidiaries shall not be consolidated with
those of the Borrower or any Restricted Subsidiary for purposes of calculating
Current Liabilities and (b) all Indebtedness as of such date in respect of
Facility A.

         "Current Value" shall have the meaning assigned to such term in Section
6.22.

         "Default" shall mean any event or condition which upon notice, lapse of
time or both would constitute an Event of Default.

         "Disqualified Stock" of any Person shall mean any Capital Stock of such
Person which by its terms (or by the terms of any security into which it is
convertible or for which it is exchangeable or exercisable), upon the happening
of any event or otherwise (a) matures or is mandatorily redeemable or subject to
any mandatory repurchase requirement, pursuant to a sinking fund obligation or
otherwise, (b) is convertible into or exchangeable or exercisable for
Indebtedness or Disqualified Stock or (c) is redeemable or subject to any
mandatory repurchase requirement at the option of the holder thereof, in whole
or in part, in each case on or prior to the first anniversary of the Maturity
Date.

         "Documentation Agent" shall mean Bank of America, N.A., in its capacity
as documentation agent for the Lenders hereunder, and its successors in such
capacity.

         "dollars" or "$" shall mean lawful money of the United States of
America.

         "Eligible Propane Acquisitions" shall mean acquisitions by the Borrower
or any Restricted Subsidiary of controlling stock or all or any part of the
assets of Persons primarily engaged in the distribution of propane and,
incidental thereto, propane appliances, within the continental United States of
America; provided, that, any acquisition made by an Unrestricted Subsidiary
shall not constitute an Eligible Propane Acquisition. A Person shall be
"primarily engaged" in the distribution of propane and propane appliances within
the continental United States of America in the event that at least eighty-five
(85%) of its annual gross revenue is derived from such distribution activities.
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         "Environmental Laws" shall mean the common law and all Federal, state,
local and foreign laws, rules or regulations relating to pollution or protection
of public health, safety or the environment, including laws relating to (a)
emissions, discharges, releases or threatened releases of any Hazardous Material
into the environment (including air, surface water, ground water or land) or (b)
the manufacture, processing, distribution, use, treatment, storage, disposal,
transport or handling of Hazardous Materials.

         "ERISA" shall mean the Employee Retirement Income Security Act of 1974,
as the same may be amended from time to time.

         "Eurodollar Borrowing" shall mean a Borrowing comprised of Eurodollar
Loans.

         "Eurodollar Loan" shall mean any Eurodollar Revolving Loan or
Eurodollar Term Loan.

         "Eurodollar Revolving Loan" shall mean any Revolving Loan bearing
interest at a rate determined by reference to the Adjusted LIBO Rate in
accordance with the provisions of Article II.

         "Eurodollar Term Borrowing" shall mean a Borrowing comprised of



Eurodollar Term Loans.

         "Eurodollar Term Loan" shall mean any Term Loan bearing interest at a
rate determined by reference to the Adjusted LIBO Rate in accordance with the
provisions of Article II.

         "Event of Default" shall have the meaning assigned to such term in
Article VII.

         "Excess Proceeds" shall mean the meaning specified in Section
6.07(c)(iii)(B).

         "Exchange Act" shall mean the Securities Exchange Act of 1934, as
amended, and the rule and regulations promulgated thereunder.

         "Existing Credit Agreement" shall mean that certain Credit Agreement
dated as of December 13, 1995 among the Borrower, the lenders party thereto from
time to time, Fleet National Bank (formerly BankBoston, N.A., formerly The First
National Bank of Boston), as administrative agent, and Bank of America, N.A.
(formerly NationsBank, N.A.), as documentation agent, as amended through the
Twelfth Amendment and as amended thereafter from time to time, provided, that in
the event such Credit Agreement expires or is terminated the term "Existing
Credit Agreement" as used herein shall mean such Credit Agreement in the form in
which it was in effect immediately prior to such expiration or termination,
provided that nothing in the immediately preceding proviso shall be construed as
an agreement or permission that the Existing Credit Agreement can expire or be
terminated prior to this Agreement.

         "Existing Unmortgaged Property" shall have the meaning assigned to such
term in Section 6.22.
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         "Facility" shall mean the Revolving Loans, the Letters of Credit and
the Term Loans provided or participated in by the Lenders to the Borrower
pursuant to this Agreement and the other Loan Documents.

         "Facility A" shall have the meaning assigned to such term in the
Existing Credit Agreement.

         "Facility B" shall have the meaning assigned to such term in the
Existing Credit Agreement.

         "Facility Obligations" shall mean (a) the Borrower's obligations in
respect of the due and punctual payment of principal of and interest on the
Loans and all amounts drawn under the Letters of Credit, when and as due,
whether at maturity, by acceleration, upon one or more dates set for prepayment
or otherwise, (b) all Fees, expenses, indemnities and expense reimbursement
obligations of the Borrower under this Agreement or any other Loan Document, (c)
all obligations of the Borrower to any Agent or Lender under any Interest Rate
Agreement and (d) all other obligations, monetary or otherwise, of the Borrower
or any other Loan Party under any Loan Document to which it is a party, in each
case, whether now owing or hereafter existing.

         "Federal Funds Effective Rate" shall mean, for any day, the rate equal
to the weighted average (rounded upwards to the nearest 1/8%) of the rates on
overnight federal funds transactions with members of the Federal Reserve System
arranged by federal funds brokers, (a) as such weighted average is published for
such day (or, if such day is not a Business Day, for the immediately preceding
Business Day) by the Federal Reserve Bank of New York or (b) if such rate is not
so published for such Business Day, as determined by the Administrative Agent
using any reasonable means of determination. Each determination by the
Administrative Agent of the Federal Funds Effective Rate shall, in the absence
of manifest error, be conclusive.

         "Fees" shall mean the fees payable pursuant to Section 2.05 and the
Letter of Credit Fees.

         "Financial Officer" shall mean, as to any corporation, the chief
financial officer or principal accounting officer of such corporation and, as to
any partnership, an officer of its managing general partner who would qualify as
a Financial Officer of such general partner hereunder.



         "Fleet Parity Note" shall mean the Parity Promissory Note dated October
23, 2001 issued by Borrower in favor of Fleet National Bank.

         "Funded Debt", as applied to any Person, shall mean all Indebtedness of
such Person which by its terms or by the terms of any instrument or agreement
relating thereto matures more than one year from the date of the initial
creation thereof (including any current installment thereof due within one year
of the date of determination); provided that Funded Debt shall include any
Indebtedness which does not otherwise come within the foregoing definition but
which is directly or indirectly renewable or extendible at the option of the
debtor to a date one year or more (including an option of the debtor under a
revolving credit or similar agreement obligating the lender or lenders to extend
credit over a period of one year or more) from the date
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of the initial creation thereof; provided, further, that Funded Debt shall not
include intercompany Indebtedness permitted pursuant to Section 6.01(d).

         "GAAP" shall mean generally accepted accounting principles in effect in
the United States from time to time.

         "General Partner" shall mean Star Gas LLC or, after an Involuntary
Removal, any Person which replaces Star Gas LLC as sole general partner of the
Borrower and the Public Partnership in a Qualifying Involuntary Removal.

         "General Partner Consent and Agreement" shall mean the General Partner
Consent and Agreement dated as of the date hereof among the General Partner and
the Trustee as to the consent and agreement of the General Partner in connection
with the General Partner Guarantee and the Partners Security Agreement, in the
form attached hereto as Exhibit B-1, as amended from time to time.

         "General Partner Guarantee Agreement" shall mean the Guarantee
Agreement between the General Partner and the Administrative Agent dated as of
March 25, 1999, as amended from time to time.

         "Governmental Authority" shall mean any Federal, state, local or
foreign governmental department, commission, board, bureau, authority, agency,
court, instrumentality or judicial or regulatory body or entity.

         "Growth-Related Capital Expenditures" shall mean, with respect to any
Person, all capital expenditures by such Person made to improve or enhance the
existing capital assets or to increase the customer base of such Person or to
acquire or construct new capital assets (but excluding capital expenditures made
to maintain, up to the level thereof that existed at the time of such
expenditure, the operating capacity of the capital assets of such Person as such
assets existed at the time of such expenditure).

         "Guaranty", as applied to any Person, shall mean any direct or indirect
liability, contingent or otherwise, of such Person with respect to any
indebtedness, lease, dividend or other obligation of another, including any such
obligation directly or indirectly guaranteed, endorsed (otherwise than for
collection or deposit in the ordinary course of business) or discounted or sold
with recourse by such Person, or in respect of which such Person is otherwise
directly or indirectly liable or any other obligation under any contract which,
in economic effect, is substantially equivalent to a guaranty, including any
such obligation of a partnership in which such Person is a general partner or of
a joint venture in which such Person is a joint venturer, and any such
obligation in effect guaranteed by such Person through any agreement (contingent
or otherwise) to purchase, repurchase or otherwise acquire such obligation or
any security therefor, or to provide funds for the payment or discharge of such
obligation (whether in the form of loans, advances, stock purchases, capital
contributions or otherwise), or to maintain the solvency or any balance sheet or
other financial condition of the obligor of such obligation, or to make payment
for any products, materials or supplies or for any transportation or services
regardless of the non-delivery or nonfurnishing thereof, in any such case if the
purpose or intent of such
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agreement is to provide assurance that such obligation will be paid or
discharged, or that any agreements relating thereto will be complied with, or
that the holders of such obligation will be protected against loss in respect
thereof.

         "Guarantee Agreements" shall mean the General Partner Guarantee
Agreement and the Subsidiaries Guarantee Agreement.

         "Hazardous Materials" shall mean any toxic or hazardous substance or
waste, gasoline or petroleum (including crude oil or any fraction thereof) or
petroleum products, polychlorinated biphenyls, urea-formaldehyde insulation,
asbestos or asbestos-containing materials, pollutants, contaminants,
radioactivity, and any other materials or substances of any kind, whether or not
any such substance is defined as hazardous under any Environmental Law, that is
regulated pursuant to any Environmental Law or that could give rise to liability
under any Environmental Law.

         "Hedging Agreement" shall mean any interest rate swap, collar, cap or
similar interest rate arrangement designed solely to protect the Borrower
against fluctuations in interest rates on Indebtedness outstanding or committed
under the Facility.

         "Indebtedness", as applied to any Person, shall mean the following
(without duplication):

                  (a) any indebtedness for borrowed money which such Person has
         directly or indirectly created, incurred or assumed;

                  (b) any indebtedness, whether or not for borrowed money, with
         respect to which such Person has become directly or indirectly liable
         and which represents the deferred purchase price (or a portion thereof)
         or has been incurred to finance the purchase price (or a portion
         thereof) of any property or service or business acquired by such
         Person, whether by purchase, consolidation, merger or otherwise;

                  (c) all obligations evidenced by notes, bonds, debentures or
         similar instruments, including obligations so evidenced incurred in
         connection with the acquisition or property, assets or businesses, and
         all obligations upon which interest charges are customarily paid;

                  (d) all indebtedness created or arising under any conditional
         sale or other title retention agreement, or incurred as financing, in
         either case with respect to property acquired by the Person (even
         though the rights and remedies of the seller or bank under such
         agreement in the event of default are limited to repossession or sale
         of such property);

                  (e) any Capital Lease Obligations to the extent such
         obligations would, in accordance with GAAP, appear on a balance sheet
         of such Person;

                  (f) any indebtedness, whether or not for borrowed money,
         secured by (or for which the holder of such Indebtedness has an
         existing right, contingent or otherwise, to be secured by) any Lien in
         respect of property owned by such Person, whether or not
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         such Person has assumed or become liable for the payment of such
         indebtedness, provided that the amount of such Indebtedness if not so
         assumed shall in no event be deemed to be greater than the fair market
         value from time to time (as determined in good faith by such Person) of
         the property subject to such Lien;

                  (g) all Disqualified Stock of such Person valued at the
         greater of its voluntary or involuntary maximum fixed repurchase price
         plus accrued dividends;

                  (h) any Preferred Stock of any Subsidiary of such Person
         valued at the sum of the liquidation preference thereof or any
         mandatory redemption payment obligations in respect thereof plus, in
         either case, accrued dividends thereon;



                  (i) any indebtedness of the character referred to in clause
         (a) through (h) of this definition deemed to be extinguished under GAAP
         but for which such Person remains legally liable;

                  (j) all obligations of such Person in respect of Interest Rate
         Agreements; and

                  (k) all standby letters of credit (including the Letters of
         Credit) of such Person and any indebtedness of any other Person of the
         character referred to in clause (a) through (i) of this definition with
         respect to which the Person whose Indebtedness is being determined has
         become liable by way of a Guaranty.

Notwithstanding the foregoing, in determining the Indebtedness of the Borrower
and the Restricted Subsidiaries, there shall be excluded all undrawn commercial
letters of credit (not yet due and payable), trade accounts payable, accrued
interest and other accrued expenses and customer credit balances arising in the
ordinary course of business on ordinary terms. The Indebtedness of any Person
shall include the Indebtedness of any partnership in which such Person is a
general partner.

         "Indemnified Party" shall have the meaning assigned to such term in
Section 9.05(b).

         "Intercompany Notes" shall mean the promissory notes of the
Subsidiaries issued to the Borrower as contemplated by Sections 4.01(e)(iii) and
6.01(c), in the form attached hereto as Exhibit D or such other form as may be
satisfactory to the Administrative Agent, representing all Indebtedness of the
Subsidiaries to the Borrower incurred pursuant to this Agreement outstanding at
any time.

         "Interest Payment Date" shall mean, with respect to any Loan, the last
day of the Interest Period applicable to the Borrowing of which such Loan is a
part and, in the case of any Eurodollar Borrowing with an Interest Period of
more than three months' duration, each day that would have been an Interest
Payment Date had successive Interest Periods of three months' duration been
applicable to such Borrowing and, in addition, in the case of any Eurodollar
Borrowing, the date of any refinancing or conversion of such Borrowing with or
to a Borrowing of a different Type.
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         "Interest Period" shall mean (a) as to any Eurodollar Borrowing, the
period commencing on the date of such Borrowing or on the last day of the
immediately preceding Interest Period applicable to such Borrowing, as the case
may be, and ending on the numerically corresponding day (or, if there is no
numerically corresponding day, on the last day) in the calendar month that is 1,
2, 3 or 6 months thereafter, as the Borrower may elect, and (b) as to any ABR
Borrowing, the period commencing on the date of such Borrowing or on the last
day of the immediately preceding Interest Period applicable to such Borrowing,
as the case may be, and ending on the earliest of (i) the last day of the
current month and (ii) with respect to any Revolving Loan or Term Loan, the
Conversion Date or the Maturity Date, respectively; provided, however, that if
any Interest Period would end on a day other than a Business Day, such Interest
Period shall be extended to the next succeeding Business Day unless, in the case
of a Eurodollar Borrowing only, such next succeeding Business Day would fall in
the next calendar month, in which case such Interest Period shall end on the
next preceding Business Day. Interest shall accrue from and including the first
day of an Interest Period to, but excluding, the last day of such Interest
Period.

         "Interest Rate Agreement" shall mean any interest rate swap, collar,
cap, foreign currency exchange agreement or other arrangement requiring payments
contingent upon interest or exchange rates.

         "Inventory" shall mean Commodities Inventory and Non-Commodities
Inventory.

         "Investment", as applied to any Person, shall mean any direct or
indirect purchase or other acquisition by such Person of stock or other
securities of any other Person, or any direct or indirect loan, advance or
capital contribution by such Person to any other Person, and any other item



which would be classified as an "investment" on a balance sheet of such Person
prepared in accordance with GAAP, including any direct or indirect contribution
by such Person of property or assets to a joint venture, partnership or other
business entity in which such Person retains an interest. For the purposes of
Section 6.03, the amount involved in Investments made during any period shall be
the aggregate cost to the Borrower of all such Investments made during such
period, determined in accordance with GAAP, but without regard to unrealized
increases or decreases in value, or write-ups, write-downs or write-offs, of
such investments and without regard to the existence of any undistributed
earnings or accrued interest with respect thereto accrued after the respective
dates on which such Investments were made, less any net return of capital
realized during such period upon the sale, repayment or other liquidation of
such Investment (determined in accordance with GAAP, but without regard to any
amounts received during such period as earnings (in the form of dividends not
constituting a return of capital, interest or otherwise) on such Investment) or
as loans from any Person in whom such Investments have been made.

         "Involuntary Removal" shall mean an involuntary removal of the General
Partner as the general partner of the Borrower pursuant to Section 12.2 of the
Partnership Agreement or as the general partner of the Public Partnership
pursuant to Section 13.2 of the MLP Agreement.

         "Issuing Bank" shall mean, as to any Letter of Credit, Fleet National
Bank, in its capacity as the issuer of such Letter of Credit, and its successors
in such capacity.
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         "Legal Requirement" shall mean any law, statute, ordinance, decree,
requirement, order, judgment, rule or regulation (or published official
interpretation by any Governmental Authority of any of the foregoing) of any
Governmental Authority.

         "Lender" shall mean each financial institution listed on the signature
pages hereof, each assignee which becomes a Lender pursuant to Section 9.04(b),
and their respective successors.

         "Letter Agreement" shall have the meaning set forth in Section 2.05(c).

         "Letter of Credit Exposure" shall mean at any time the sum of (i) the
aggregate undrawn amount of all outstanding Letters of Credit, plus (ii) the
aggregate amount of all Letter of Credit Disbursements not yet reimbursed by the
Borrower as provided in Section 2.21, minus (iii) the aggregate principal amount
of cash collateral in respect of Letters of Credit deposited by the Borrower
with the Administrative Agent and held pursuant to the Cash Collateral
Agreement. The Letter of Credit Exposure of any Lender at any time shall mean
its pro rata share (based on such Lender's Revolving Credit Commitment
Percentage) of the aggregate Letter of Credit Exposure at such time.

         "Letter of Credit Fees" shall mean the fees payable to the Issuing Bank
and the Lenders in respect of Letters of Credit pursuant to Section 2.21(f).

         "Letters of Credit" shall mean any and all standby letters of credit
issued pursuant to Section 2.21(b).

         "Letter of Credit Disbursement" shall mean a payment or disbursement
made my the Issuing Bank pursuant to a Letter of Credit.

         "Level I Pricing Period" shall mean, subject to Section 2.06(e), any
period during which the Leverage Ratio is less than 3.50:1.00 and no Event of
Default has occurred and is continuing.

         "Level II Pricing Period" shall mean, subject to Section 2.06(e), any
period during which the Leverage Ratio is greater than or equal to 3.50:1.00 but
less than 4.00:1.00 and no Event of Default has occurred and is continuing.

         "Level III Pricing Period" shall mean, subject to Section 2.06(e), any
period which is not a Level I Pricing Period or a Level II Pricing Period.

         "Leverage Ratio" as of any date shall mean the ratio of (a) Total
Funded Debt as of the last day of the Reference Period with respect to such date



to (b) Consolidated Cash Flow for such Reference Period.

         "LIBO Rate" shall mean, with respect to any Eurodollar Borrowing for
any Interest Period, the rate of interest at which dollar deposits (a) in a
non-United States office or an international banking facility of the
Administrative Agent, (b) in an amount comparable to the principal amount of the
Administrative Agent's portion of such Eurodollar Borrowing and (c) which has a
term corresponding to such Interest Period are offered to the Administrative
Agent by first class banks in the inter-bank eurodollar market for delivery in
immediately available
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funds at such non-United States office or international banking facility of the
Administrative Agent (as the Administrative Agent may from time to time select)
on the first day of such Interest Period as determined by the Administrative
Agent at approximately 10:00 a.m. (Boston time) two Business Days prior to the
date upon which such Interest Period is to commence (which determination by the
Administrative Agent shall, in the absence of manifest error, be conclusive).

         "Lien", as to any Person, shall mean any mortgage, lien (statutory or
otherwise), pledge, reservation, right of entry, encroachment, easement, right
of way, restrictive covenant, license, charge, security interest or other
encumbrance in or on, or any interest or title of any vendor, lessor, lender or
other secured party to or of such Person under any conditional sale or other
title retention agreement or Capital Lease Obligation with respect to, any
property or asset owned or held by such Person, or the signing or filing of a
financing statement with respect to any of the foregoing which names such Person
as debtor, or the signing of any security agreement with respect to any of the
foregoing authorizing any other party as the secured party thereunder to file
any financing statement or any other agreement to give or grant any of the
foregoing. For the purposes of this Agreement, a Person shall be deemed to be
the owner of any asset which it has placed in trust for the benefit of the
holders of Indebtedness of such Person and such trust shall be deemed to be a
Lien if such Person remains legally liable therefor, notwithstanding that such
Indebtedness is or may be deemed to be extinguished under GAAP.

         "Loan Documents" shall mean (a) this Agreement, (b) the Notes, (c) the
Letters of Credit, (d) the Guarantee Agreements, (e) the Intercompany Notes, (f)
the Collateral Documents, (g) any Interest Rate Agreements entered into by the
Borrower with any Agent or Lender, (h) any Supplemental Agreements.

         "Loan Parties" shall mean the Public Partnership, the General Partner,
the Borrower and the Restricted Subsidiaries.

         "Loans" shall mean any or all of the Revolving Loans and the Term
Loans.

         "Lockbox Agreement" shall mean an agreement among any Lender or other
bank, the Borrower or any Restricted Subsidiary, and the Administrative Agent in
substantially the form attached as Exhibit F to the Existing Credit Agreement.

         "Make Whole Amount" shall have the meaning set forth in the Note
Agreement as in effect on the Closing Date.

         "Margin Stock" shall have the meaning assigned to such term under
Regulation U.

         "Material Adverse Effect" shall mean a material adverse effect on (a)
the business, operations, property or condition (financial or otherwise) of the
Borrower or the Business, (b) the ability of the Borrower, the General Partner
or any Restricted Subsidiary to perform its obligations under this Agreement or
any other Operative Agreement or (c) the validity, enforceability, perfection or
priority of this Agreement or any other Operative Agreement or of the rights or
remedies of any Lender or the Trustee.
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         "Material Contract" shall mean any "material contract" (within the
meaning of Item 601(b)(10) of Regulation S-K under the Exchange Act).

         "Maturity Date" shall mean September 30, 2005.

         "Maximum Consolidated Pro Forma Debt Service" shall mean, as of any
date of determination, the highest total amount payable by the Borrower and the
Restricted Subsidiaries on a consolidated basis (it being understood that
amounts payable by Unrestricted Subsidiaries shall not be consolidated with the
Borrower or any Restricted Subsidiary for purposes of calculating Maximum
Consolidated Pro Forma Debt Service), during any period of four consecutive
fiscal quarters, commencing with the fiscal quarter in which such date of
determination occurs and ending on the maturity date of the Mortgage Notes, in
respect of scheduled principal payments and all interest charges with respect to
all Indebtedness of the Borrower and the Restricted Subsidiaries (other than all
scheduled principal payments with respect to Facility B only to the extent that
the outstanding principal amount of Facility B is zero for a period of at least
30 consecutive days during the two-year period prior to any such date of
determination) outstanding or to be outstanding, after giving effect to any
Indebtedness proposed to be incurred on such date and to the substantially
concurrent repayment of any other Indebtedness, and (a) including actual
payments under Capital Lease Obligations, (b) assuming, in the case of
Indebtedness (other than Indebtedness incurred under the Existing Credit
Agreement and the Facility) bearing interest at fluctuating interest rates which
cannot be determined in advance, that the rate in effect on such date will
remain in effect throughout such period, (c) assuming in the case of
Indebtedness incurred under the Existing Credit Agreement and the Facility, that
(i) the interest payments payable during such four consecutive calendar quarters
next succeeding the date of determination will equal the actual interest
payments associated with the Existing Credit Agreement or the Facility, as the
case may be, during the most recent four fiscal quarters, (ii) except for the
twelve-month period immediately prior to the termination or final maturity
thereof (unless extended or renewed) no principal payments will be made under
Facility A of the Existing Credit Agreement and (iii) principal payments
relating to Facility B and the Facility will become due based on the assumption
that the conversion to the fixed amortization schedule is exercised pursuant to
Sections 2.01(c) and 2.11(c) of the Existing Credit Agreement and Sections
2.01(c) and 2.11(c) of this Agreement as applicable, (d) treating the principal
amount of all Indebtedness outstanding as of such date of determination under a
revolving credit or similar agreement (other than the Existing Credit Agreement
and the Facility) as maturing and becoming due and payable on the scheduled
maturity date or dates thereof (including the maturity of any payment required
by any commitment reduction or similar amortization provision), without regard
to any provision permitting such maturity date to be extended, (e) including any
other debt repayments due within twelve months from such date of determination
and (f) excluding principal and interest payments in connection with the
Star/Petro Intercompany Subordinated Debt.

         "Maximum Rate" shall have the meaning assigned to such term in Section
9.09.

         "MLP Agreement" shall mean the Agreement of Limited Partnership of the
Public Partnership.
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         "Mortgage" shall mean each mortgage, assignment of rents, security
agreement and fixture filing, or deed of trust, assignment of rents and fixture
filing, or similar instrument creating and evidencing a lien on a real property
and other property and rights incidental thereto, which shall be substantially
in the form of Exhibit G to the Existing Credit Agreement, containing such
schedules and including such exhibits as shall not be inconsistent with the
provisions of Section 4.01(d) or shall be necessary to conform such instrument
to applicable local law and which shall be dated the date of delivery thereof
and made by the owner of the real property described therein for the benefit of
the Trustee, as mortgagee (or beneficiary), assignee and secured party for the
benefit of the Secured Parties, as the same may be amended from time to time.

         "Mortgage Notes" shall mean the mortgage notes of the Borrower in the
aggregate principal amount of $85,000,000 issued pursuant to the Note Agreement.



         "Mortgaged Properties" shall mean the real properties identified on
Schedule 6.19 and each other real property subjected to a Mortgage under Section
6.22 or otherwise.

         "Motor Vehicle Security Agreements" shall mean the Security Agreements
for Motor Vehicles and other Rolling Stock between the Borrower or the
Restricted Subsidiary, as applicable, and the Trustee in the form of Exhibit D
to the Borrower Security Agreement, as amended from time to time.

         "Multiemployer Plan" shall mean a Plan which is a multiemployer plan as
defined in Section 4001(a)(3) of ERISA.

         "Net Working Capital" as of any date shall mean the lesser of (a) (i)
Current Assets as of such date, minus (ii) Current Liabilities as of such date
and (b) $8,000,000.

         "1998 Parity Notes" shall mean the $11,000,000 7.23% First Mortgage
Notes due September 15, 2010 issued by the Borrower pursuant to the Note
Agreement dated as January 22, 1998 among the Borrower and the investors named
therein, as amended by the First Amendment to Note Agreement dated as of March
25, 1999 and the Second Amendment to Note Agreement dated as of September 30,
2000.

         "Non-Commodities Inventory" shall mean new household appliances, new
parts inventory and new supplies inventory which are held for sale by the
Borrower or its Restricted Subsidiaries in the normal course of business and
which, upon sale, will qualify for the full term of the original manufacturer's
warranty, if any.

         "Non-Excluded Taxes" shall have the meaning assigned to such term in
Section 2.19.

         "Note" shall mean a promissory note of the Borrower, substantially in
the form of Exhibit A, evidencing Revolving Loans and (after the Conversion
Date) Term Loans, and any substitutions or replacements therefor.

         "Note Agreement" shall mean the Note Purchase Agreement dated as of
December 13, 1995 among Star Gas Corporation, the Borrower and the investors
named therein.
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         "Officers' Certificate" shall mean, as to any corporation, a
certificate executed on its behalf by the Chairman of the Board of Directors (if
an officer) or its President or one of its Vice Presidents and its Treasurer, or
Controller, or one of its Assistant Treasurers or Assistant Controllers, and, as
to any partnership, a certificate executed on behalf of such partnership by its
general partner in a manner which would qualify such certificate as an Officers'
Certificate of such general partner hereunder.

         "Operative Agreements" shall mean this Agreement, the Note Agreement,
the Collateral Documents, the MLP Agreement and the Partnership Agreement.

         "Parity Debt" shall mean Indebtedness of the Borrower incurred in
accordance with Sections 6.01(a), 6.01(b), 6.01(f), 6.01(k) (but only to the
extent such Indebtedness under Section 6.01(k) is incurred to any Lender) or
6.01(i) and secured by the lien of the Collateral Documents in accordance with
Section 6.02(g) or 6.02(h). For purposes of clarification, Parity Debt includes
the 1998 Parity Notes, the 2000 Parity Notes and the 2001 Parity Notes.

         "Parity Debt Agreements" shall have the meaning set forth in the Trust
Agreement.

         "Partners Security Agreement" shall mean the Amended and Restated
Pledge and Security Agreement among the Public Partnership, the General Partner
and the Trustee dated as of March 25, 1999, as amended from time to time.

         "Partnership Agreement" shall mean the Agreement of Limited Partnership
of the Borrower, as in effect on March 25, 1999, and as the same may from time
to time be amended, modified or supplemented in accordance with the terms



thereof and Section 6.12 hereof.

         "PBGC" shall mean the Pension Benefit Guaranty Corporation established
pursuant to Subtitle A of Title IV of ERISA or any successor thereto.

         "Perfection Certificate" shall mean a certificate from the Borrower
substantially in the form of Exhibit G.

         "Permitted Exceptions" shall have the meaning set forth in Section
3.26.

         "Permitted Insurers" shall mean insurers with ratings of A or better
according to Best's Insurance Reports (or a comparable rating agency for
insurance companies located outside of the United States and Canada) and with
assets of no less than $500 million.

         "Person" shall mean any natural Person, corporation, business trust,
joint venture, association, company, limited liability company, partnership,
government (or any agency or political subdivision thereof) or other entity.

         "Petro" shall mean Petroleum Heat and Power Co., Inc., a Minnesota
corporation.

         "Petro Holdings" shall mean, collectively, Petro Holdings, Inc., a
Minnesota corporation, and its subsidiaries.
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         "Petro Holdings Dividends" shall mean the cash dividends or
distributions actually received by the Borrower or a Restricted Subsidiary from
Petro Holdings with respect to a calendar quarter during the 45 days immediately
following any such calendar quarter.

         "Plan" shall mean an "employee benefit plan" (as defined in Section 3
(3) of ERISA) subject to Title IV of ERISA which is or has been established or
maintained, or to which contributions are or have been made, by Star Gas
Corporation, in its former capacity as general partner of the Borrower, the
General Partner, the Borrower or any Related Person or to which Star Gas
Corporation, in its former capacity as general partner of the Borrower, the
General Partner, the Borrower or any Related Person is or has been obligated to
contribute, or an employee benefit plan as to which Star Gas Corporation, in its
former capacity as general partner of the Borrower, the General Partner, the
Borrower or any Related Person could be treated as a contributory sponsor under
Section 4069 or Section 4212 of ERISA if such plan were terminated.

         "Preferred Stock", as applied to the Capital Stock of any Person, shall
mean Capital Stock of any class or classes (however designated) which is
preferred as to the payment of dividends, or as to the distribution of assets
upon any voluntary or involuntary liquidation or dissolution of such
corporation, over shares of Capital Stock of any other class of such Person.

         "Prime Rate" shall mean the rate of interest per annum adopted from
time to time by the Administrative Agent as its Base Rate (which may not be the
lowest rate at which the Administrative Agent makes loans to borrowers) in
effect at its principal office in Boston, Massachusetts. Each change in the
Prime Rate shall be effective on the date such change is adopted, without notice
to the Borrower.

         "Public Partnership" shall mean Star Gas Partners, L.P., a Delaware
limited partnership.

         "Public Partnership Consent and Agreement" shall mean the Public
Partnership Consent and Agreement dated as of the date hereof among the Public
Partnership and Trustee as to the consent and agreement of the Public
Partnership in connection with the Partners Security Agreement, in the form
attached hereto as Exhibit B-2, as amended from time to time.

         "Qualifying Involuntary Removal" shall mean any Involuntary Removal;
provided that (a) (i) the Person which shall become the general partner of the
Borrower and the Public Partnership shall be satisfactory to the Required
Lenders in their sole discretion or (b) (i) the ratio of (A) Total Funded Debt



as of the last day of the Reference Period with respect to the date of removal
of the predecessor general partner to (B) Consolidated Cash Flow for such
Reference Period shall be no greater than 4.25:1.00, (ii) the ratio of
Consolidated Cash Flow to Maximum Consolidated Pro Forma Debt Service for such
Reference Period will be greater than 1.25:1.00 and (iii) within 60 days after
such Involuntary Removal, the successor general partner (which shall be a
corporation organized and existing under the laws of the United States of
America or any State thereof) shall expressly assume, by a written agreement
executed and delivered to the Trustee, in form satisfactory to the Trustee and
the Required Lenders, all the obligations of the "General Partner" under this
Agreement and the other Loan Documents.
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         "RCRA" shall mean the Federal Resource Conservation and Recovery Act,
as amended.

         "Reference Period" with respect to any date of determination shall mean
the period of four consecutive fiscal quarters of the Borrower most recently
completed at least 45 days prior to such date, except that in connection with
any calculation required pursuant to Section 6.04, the "Reference Period" with
respect to any date of determination shall mean the period of four consecutive
fiscal quarters of the Borrower immediately preceding, or ending on, such date
of determination.

         "Register" shall have the meaning assigned to such term in Section
9.04(d).

         "Regulation T" shall mean Regulation T of the Board as from time to
time in effect and all official rulings and interpretations thereunder or
thereof.

         "Regulation U" shall mean Regulation U of the Board as from time to
time in effect and all official rulings and interpretations thereunder or
thereof.

         "Regulation X" shall mean Regulation X of the Board as from time to
time in effect and all official rulings and interpretations thereunder or
thereof.

         "Related Person" shall mean any trade or business, whether or not
incorporated, which, as of any date of determination, would be treated as a
single employer together with the General Partner or the Borrower under Section
414 of the Code.

         "Repayment Date" shall have the meaning assigned to such term in
Section 2.11(c).

         "Reportable Event" shall mean any of the events set forth in Section
4043(b) of ERISA, other than those events as to which the 30-day notice period
is waived under subsections .13, .14, .16, .18, .19 or .20 of PBGC Reg. ss.2615.

         "Required Lenders" shall mean, at any time, Lenders holding Loans and
participations in Letters of Credit, and having Commitments, representing in the
aggregate at least 66-2/3% of the sum at such time of (a) the aggregate
principal amount of the Loans outstanding, (b) the aggregate amount of the
Letter of Credit Exposure and (c) the aggregate amount of unused Commitments.

         "Responsible Officer" shall mean the President, any Vice President, the
Chief Financial Officer, the Treasurer and the Secretary of the General Partner
and any other officer of the General Partner who is responsible for compliance
with or performance of any obligation under this Agreement or the other
Operative Agreements and any employee of the Borrower performing any of the
above functions.

         "Restricted Payment" shall mean (a) any payment, dividend or other
distribution, direct or indirect, in respect of (i) any Capital Stock of the
Borrower or any Restricted Subsidiary, except a distribution payable solely in
additional Capital Stock of the Borrower (other than Disqualified Stock) or (ii)
any Capital Stock of any Unrestricted Subsidiary to a holder of such Capital
Stock that is not the Borrower, a Restricted Subsidiary or any Unrestricted
Subsidiary
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that is wholly owned by the Borrower or a Restricted Subsidiary, (b) any
payment, direct or indirect, on account of the redemption, retirement, purchase
or other acquisition of any Capital Stock of the Borrower or any Restricted
Subsidiary now or hereafter outstanding, except to the extent that the
consideration therefor consists of Capital Stock of the Borrower (other than
Disqualified Stock) and (c) except for any prepayment of Parity Debt
contemplated by Section 2.11 and the Collateral Documents, any principal payment
on, or redemption, repurchase, defeasance or other acquisition, or retirement
for value, prior to any scheduled repayment or maturity, of (i) any Indebtedness
subordinated in right of payment to the Facility Obligations or (ii) any
Mortgage Notes or other Parity Debt.

         "Restricted Subsidiary" shall mean any Wholly Owned Subsidiary of the
Borrower (a) organized under the laws of the United States of America or any
state thereof or the District of Columbia, (b) none of the capital stock or
ownership interests of which is owned by Unrestricted Subsidiaries, (c)
substantially all of the operating assets of which are located in, and
substantially all of the business of which is conducted within the United States
and which business consists of the wholesale and retail sale, distribution and
storage of propane gas and related petroleum derivative products and/or the
related retail sale of supplies and equipment, including home appliances and (d)
designated by the Borrower as a Restricted Subsidiary in Schedule 1.01B or at a
subsequent date; provided, however, that (i) to the extent a newly formed or
acquired Wholly Owned Subsidiary satisfying the requirements of the foregoing
clauses (a), (b) and (c) is not declared either a Restricted Subsidiary or an
Unrestricted Subsidiary within 90 days of its formation or acquisition, such
Wholly Owned Subsidiary shall be deemed a Restricted Subsidiary and (ii) a
Restricted Subsidiary may be designated as an Unrestricted Subsidiary in
accordance with the provisions of Section 6.18.

         "Revolving Credit Borrowing" shall mean a Borrowing consisting of
Revolving Loans.

         "Revolving Credit Availability Period" shall mean the period from and
including the Closing Date to but excluding the earlier of (a) the date five
Business Days prior to the Conversion Date and (b) the termination of the
Revolving Credit Commitments of the Lenders in accordance with the terms hereof.

         "Revolving Credit Borrowing" shall mean a Borrowing comprised of
Revolving Loans.

         "Revolving Credit Commitment" shall mean, with respect to each Lender,
the commitment of such Lender to make Revolving Loans hereunder as set forth in
Section 2.01(b), in the aggregate principal amount at any time outstanding of up
to such Lender's Revolving Credit Commitment Percentage.

         "Revolving Credit Commitment Percentage" shall mean, for each Lender,
the percentage identified as its Revolving Credit Commitment Percentage on
Schedule 1.01A hereto, as such percentage may be modified in connection with any
assignment made in accordance with the provisions of Section 9.04 or as the same
may be reduced from time to time pursuant to Section 2.09. For clarification
upon the Conversion Date, the term "Revolving Credit Commitment Percentage"
shall refer to each Lender's percentage of the Term Loans as determined in
accordance with Section 2.01(c).
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         "Revolving Loans" shall mean the revolving loans made by the Lenders to
the Borrower pursuant to Section 2.01(b). Each Revolving Loan shall be a
Eurodollar Revolving Loan or an ABR Revolving Loan.

         "SEC" shall mean the Securities and Exchange Commission or any
successor thereto.

         "Secured Parties" shall mean (a) the Lenders, (b) the Administrative



Agent and the Documentation Agent, in their capacities as such under each Loan
Document, (c) each Agent or Lender with which the Borrower enters into an
Interest Rate Agreement, in its capacity as a party to such agreement, (d) the
beneficiaries of each indemnification obligation undertaken by the Borrower or
any of the Loan Parties under any Loan Document, (e) the holders of any Parity
Debt and (f) the successors and assigns of the foregoing.

         "Security Agreements" shall mean the Partners Security Agreement and
the Borrower Security Agreement.

         "Seller" shall mean, with respect to any Acquired Business Entity, the
Person from whom the Business acquires (whether by purchase, merger or
consolidation) such Acquired Business Entity.

         "Single Employer Plan" shall mean any Plan which is covered by Title IV
of ERISA, but which is not a Multiemployer Plan.

         "Solvent" shall have the meaning assigned to such term in Section 3.19.

         "Specified Percentage" as of any date shall mean (a) 100%, if the ratio
of Consolidated Cash Flow to Consolidated Interest Expense referred to in
Section 6.04(c) as of such date is less than or equal to 1.75:1.00, (b) 50%, if
the ratio of Consolidated Cash Flow to Consolidated Interest Expense referred to
in Section 6.04(c) as of such date is greater than 1.75:1.00, but less than or
equal to 2.00:1.00, (c) 25%, if such ratio of Consolidated Cash Flow to
Consolidated Interest Expense as of such date is greater than 2.00:1.00, but
less than or equal to 2.25:1.00 and (d) 0.00, if such ratio of Consolidated Cash
Flow to Consolidated Interest Expense as of such date is greater than 2.25:1.00.

         "Star Gas Group" shall mean the Loan Parties.

         "Star Gas LLC" shall mean Star Gas LLC, a Delaware limited liability
company and the successor general partner of the Borrower.

         "Star/Petro" shall mean Star/Petro Inc., a Minnesota corporation.

         "Star/Petro Intercompany Subordinated Debt" shall mean the borrowings
of Star/Petro made from time to time pursuant to Section 6.01(d) from the Public
Partnership and evidenced by the Star/Petro Intercompany Subordinated Note,
which shall be fully subordinate to the prior payment in full of the principal
and premium, if any, and interest on the Notes.
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         "Star/Petro Intercompany Subordinated Note" shall mean the intercompany
note dated as of March 25, 1999 evidencing the Star/Petro Intercompany
Subordinated Debt, which shall be fully subordinate to the prior payment, in
full, of the principal, interest and premium, if any, on the Notes.

         "Statutory Reserves" shall mean the stated maximum rate (expressed as a
decimal) of all reserves (including any basic, supplemental, marginal or
emergency reserve or any reserve asset), if any, as from time to time in effect,
required by the Board and any other banking authority to which the
Administrative Agent is subject for any legal requirement to be maintained by
any Lender against (a) "Eurocurrency liabilities" as specified in Regulation D
of the Board, (b) any other category of liabilities that includes eurodollar
deposits by reference to which the LIBO Rate for any Eurodollar Borrowing is
determined, (c) the principal amount of or interest on any portion of any
Eurodollar Borrowing or (d) any other category of extensions of credit, or other
assets, that is based upon the LIBO Rate by a non-United States office of any of
the Lenders to United States residents, in each case without the benefits of
credits for prorations, exceptions or offsets that may be available to a Lender.

         "Subsidiaries Consent and Agreement" shall mean the Subsidiaries
Consent and Agreement dated as of the date hereof among the Restricted
Subsidiaries and the Administrative Agent as to the consent and agreement of the
Restricted Subsidiaries in connection with the Subsidiary Guarantee Agreement
and the Borrower Security Agreement substantially in the form of Exhibit C, as
amended from time to time.

         "Subsidiaries Guarantee Agreement" shall mean the Guarantee Agreement



dated as of December 13, 1995 among the Restricted Subsidiaries and the Trustee,
as amended from time to time.

         "Subsidiary" shall mean any corporation, association, partnership,
joint venture or other business entity at least a majority (by number of votes)
of the stock of any class or classes (or equivalent interests) of which is at
the time owned by the Borrower or by one or more Subsidiaries of the Borrower or
by the Borrower and one or more Subsidiaries of the Borrower, if the holders of
the stock of such class or classes (or equivalent interests) (a) are ordinarily,
in the absence of contingencies, entitled to vote for the election of a majority
of the directors (or Persons performing similar functions) of such business
entity, even though the right so to vote has been suspended by the happening of
such a contingency, or (b) are at the time entitled, as such holders, to vote
for the election of the majority of the directors (or Persons performing similar
functions) of such business entity, whether or not the right so to vote exists
by reason of the happening of a contingency. Unless the context otherwise
requires, any reference to a Subsidiary shall mean a Subsidiary of the Borrower.

         "Supplemental Agreement" shall mean an agreement between a Restricted
Subsidiary and the Trustee in the form attached hereto as Exhibit H, as amended
from time to time.

         "Term Borrowing" shall mean a Borrowing comprised of Term Loans.
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         "Term Loan Commitment" shall mean, with respect to each Lender, the
commitment of such Lender to make a Term Loan hereunder as set forth in Section
2.01(c).

         "Term Loans" shall have the meaning assigned to such term in Section
2.01(c). Each Term Loan shall be a Eurodollar Term Loan or an ABR Term Loan.

         "Title Company" shall mean such title insurance company as shall be
satisfactory to the Agents.

         "Total Funded Debt" as of any date shall mean (a) all Funded Debt of
the Borrower and its Restricted Subsidiaries as of such date, including
Indebtedness in respect of the Mortgage Notes, the Facility, Facility B under
the Existing Credit Agreement, but excluding Indebtedness under the Existing
Credit Agreement in respect of Facility A, minus (b) Net Working Capital of the
Borrower and its Restricted Subsidiaries as of such date (or, if such Net
Working Capital is negative, plus the amount thereof).

         "Trust Agreement" shall mean the Intercreditor and Trust Agreement,
dated as of December 13, 1995, among the Borrower, the Public Partnership, Star
Gas Corporation, the Restricted Subsidiaries, the Trustee, the Lenders and the
Noteholders, as amended from time to time.

         "Trustee" shall mean HSBC Bank USA (formerly Marine Midland Bank), as
Trustee under the Trust Agreement, and its successors and assigns thereunder.

         "Twelfth Amendment" shall mean the Twelfth Amendment to the Existing
Credit Agreement, dated as of the date thereof.

         "2000 Parity Notes" shall mean the $12,500,000 8.67% First Mortgage
Notes, Series A, due March 30, 2012 and the $15,000,000 8.72% First Mortgage
Notes, Series B, due March 30, 2015 issued by the Borrower and Star/Petro
pursuant to the Note Agreement dated as of March 30, 2000 among the Borrower,
Star/Petro and the investors named therein, as amended by the First Amendment
Note Agreement dated as of September 30, 2000.

         "2001 Parity Notes" shall mean the $7,500,000 7.62% First Mortgage
Notes, Series A, due April 1, 2008 and the $22,000,000 7.95% First Mortgage
Notes, Series B, due April 1, 2001 issued by the Borrower and Star/Petro
pursuant to the Note Agreement dated as of March 15, 2001 among the Borrower,
Star/Petro and the investors named therein.

         "Type" shall have the meaning assigned to such term in Section 1.03.

         "Unrestricted Subsidiary" shall mean any Wholly Owned Subsidiary other
than a Restricted Subsidiary which is organized under the laws of the United



States of America or any state thereof or the District of Columbia and
substantially all of the operating assets of which are located in, and
substantially all of the business of which is conducted within the United States
and which business consists of the wholesale and retail sale, distribution and
storage of propane gas and related petroleum derivative products and the related
retail sale of supplies and
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equipment, including home appliances; provided that at all times Petro Holdings
and its subsidiaries shall be deemed Unrestricted Subsidiaries.

         "Wholly Owned", as applied to any Subsidiary, shall mean a Subsidiary
all the outstanding Capital Stock (other than directors' qualifying shares, if
required by law) of which is at the time owned by the Borrower or by one or more
Wholly Owned Subsidiaries or by the Borrower and one or more Wholly Owned
Subsidiaries.

         Section 1.02 Terms Generally. The definitions in Section 1.01 shall
apply equally to both the singular and plural forms of the terms defined.
Whenever the context may require, any pronoun shall include the corresponding
masculine, feminine and neuter forms. The words "include", "includes" and
"including" shall be deemed to be followed by the phrase "without limitation".
All references herein to Articles, Sections, Exhibits and Schedules shall be
deemed references to Articles and Sections of, and Exhibits and Schedules to,
this Agreement unless the context shall otherwise require. Unless otherwise
expressly provided herein, all terms of an accounting or financial nature used
herein shall be interpreted in accordance with GAAP, as in effect from time to
time; provided, however, that, for purposes of (a) making any calculation
contemplated by the provisions of Article II and (b) determining compliance with
any covenant set forth in Article VI, such terms shall be construed in
accordance with GAAP as in effect on the date of this Agreement applied on a
basis consistent with the application used in preparing the Audited Financial
Statements. Unless otherwise expressly required herein, all calculations with
respect to the Borrower and the Restricted Subsidiaries shall be made exclusive
of any assets, liabilities, income or losses of any Unrestricted Subsidiary. As
used herein, the "knowledge" of the Borrower includes the knowledge of each and
every Loan Party. Unless otherwise expressly provided herein, the word "day"
means a calendar day.

         Section 1.03 Types of Borrowings. The term "Borrowing" refers to the
portion of the aggregate principal amount of Loans of any Class outstanding
hereunder which bears interest of a specific Type and for a specific Interest
Period pursuant to a notice of Borrowing pursuant to Section 2.03. Each Lender's
ratable share of each Borrowing is referred to herein as a separate "Loan".
Borrowings, Loans, Letters of Credit and certain related terms hereunder may be
distinguished by "Class" and by "Type". The "Class" of a Loan or of a Commitment
to make such a Loan or of a Borrowing comprising such Loans or of a Letter of
Credit refers to whether such Loan is a Revolving Loan or a Term Loan, each of
which constitutes a Class. The "Type" of a Loan refers to whether such Loan is
an ABR Loan or a Eurodollar Loan. Borrowings and Loans may (but need not) be
identified both by Class and Type (e.g., a "Eurodollar Revolving Loan" is a Loan
which is both a Revolving Loan and a Eurodollar Loan).

                                   ARTICLE II

                                   THE CREDITS

         Section 2.01 Commitment to Make Loans. (a) [Intentionally Omitted].

         (b) Subject to the terms and conditions and relying upon the
representations and warranties herein set forth, each Lender agrees, severally
and not jointly, to make Revolving
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Loans to the Borrower, at any time and from time to time during the Revolving
Credit Availability Period, in an aggregate principal amount at any time
outstanding not to exceed the excess, if any, of (i) such Lender's Revolving



Credit Commitment over (ii) its Letter of Credit Exposure at such time.

         (c) Subject to the terms and conditions and relying upon the
representations and warranties herein set forth, each Lender agrees, severally
and not jointly, to convert the Revolving Loans to Term Loans by making a single
loan to the Borrower (each such loan, a "Term Loan") on the Conversion Date in a
principal amount not to exceed the sum of (i) the lesser of (A) the excess, if
any, of (I) such Lender's Revolving Credit Commitment immediately prior to such
date over (II) its Letter of Credit Exposure immediately prior to such date and
(B) the aggregate outstanding principal amount of such Lender's Revolving Loans
immediately prior to such date and (ii) such Lender's pro rata share (based on
the percentage of the aggregate Revolving Credit Commitments represented by such
Lender's Revolving Credit Commitment) of the aggregate Letter of Credit Exposure
immediately prior to such date.

         (d) The Borrower may borrow, pay or prepay and reborrow Revolving Loans
during the Revolving Credit Availability Period, within the limits set forth in
Section 2.01(b) and upon the other terms and subject to the other conditions and
limitations set forth herein, provided that subject to the terms and conditions
herein set forth, at all times, the Borrower shall maintain Loans outstanding in
a minimum principal amount of at least $2,000,000 unless the Facility is
terminated through acceleration or otherwise. Amounts paid or prepaid in respect
of Term Loans may not be reborrowed.

         Section 2.02 Loans. (a) Each Loan shall be made as part of a Borrowing
consisting of Loans made by the Lenders ratably in accordance with their
respective Revolving Credit Commitments or Term Loan Commitments, as the case
may be; provided, however, that the failure of any Lender to make any Loan shall
not in itself relieve any other Lender of its obligation to lend hereunder (it
being understood, however, that no Lender shall be responsible for the failure
of any other Lender to make any Loan required to be made by such other Lender).
The Loans comprising each Borrowing shall be in an aggregate principal amount
which is (i) an integral multiple of $100,000 and not less than $500,000 in the
case of Eurodollar Loans and (ii) an integral multiple of $100,000 in the case
of ABR Loans (or, in the case of ABR Loans, an aggregate principal amount equal
to the remaining balance of the Revolving Credit Commitments or Term Loan
Commitments, as the case may be).

         (b) A particular Borrowing of any Class shall consist solely of ABR
Loans or Eurodollar Loans of such Class, as the Borrower may request pursuant to
Section 2.03. Each Lender may at its option fulfill its Commitment with respect
to any Eurodollar Loan by causing any domestic or foreign branch or Affiliate of
such Lender to make such Loan; provided that any exercise of such option shall
not affect the obligation of the Borrower to repay such Loan in accordance with
the terms of this Agreement and the applicable Note. Borrowings of more than one
Type and Eurodollar Loans bearing interest for more than one specific Interest
Period may be outstanding at the same time; provided, however, that the Borrower
shall not be entitled to request any Borrowing which, if made, would result in
an aggregate of more than five separate Eurodollar Loans of any Lender being
outstanding hereunder at any one time. For purposes of
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the foregoing, Loans having different Interest Periods, regardless of whether
they commence on the same date, shall be considered separate Loans.

         (c) Subject to Section 2.02(g), each Lender shall make a Loan in the
amount of its pro rata portion, as determined under Section 2.16, of each
Borrowing hereunder on the proposed date thereof by wire transfer of immediately
available funds to the Administrative Agent in Boston, Massachusetts, not later
than 1:00 p.m., Boston time, and the Administrative Agent shall by 3:00 p.m.,
Boston time, credit the amounts so received to the general deposit account of
the Borrower with the Administrative Agent or, if a Borrowing shall not occur on
such date because any condition precedent herein specified shall not have been
met, return the amounts so received to the respective Lenders.

         (d) If the Administrative Agent has not received from the Borrower the
payment required by Section 2.21(g) by 12:30 p.m., Boston time, on the date on
which the Issuing Bank has notified the Borrower and the Administrative Agent
that payment of a draft presented under any Letter of Credit of any Class will
be made, as provided in Section 2.21(g), the Administrative Agent will promptly
notify the Issuing Bank and each Lender of the Letter of Credit Disbursement of



such Class and, in the case of each Lender, its pro rata share (based on such
Lender's Revolving Credit Commitment Percentage of such Class) of such Letter of
Credit Disbursement. Not later than 2:00 p.m., Boston time, on such date, each
Lender shall make available its pro rata share, as so determined, of such Letter
of Credit Disbursement, in Federal or other funds immediately available in
Boston, to the Administrative Agent at its address set forth in Section 9.01,
and the Administrative Agent will promptly make such funds available to the
Issuing Bank. The Administrative Agent will promptly remit to each Lender that
shall have made such funds available its pro rata share, as so determined, of
any amounts subsequently received by the Administrative Agent from the Borrower
in respect of such Letter of Credit Disbursement.

         (e) Unless the Administrative Agent shall have received notice from a
Lender prior to the date of any Borrowing, or prior to the time of any required
payment by such Lender in respect of a Letter of Credit Disbursement, that such
Lender will not make available to the Administrative Agent such Lender's pro
rata portion of such Borrowing or payment, the Administrative Agent may assume
that such Lender has made such portion available to the Administrative Agent on
the date of such Borrowing or payment in accordance with Section 2.02(c) or (d),
as applicable, and the Administrative Agent may, in reliance upon such
assumption, make available to the Borrower or Issuing Bank, as applicable, on
such date a corresponding amount. If and to the extent that such Lender shall
not have made such portion available to the Administrative Agent, such Lender
and the Borrower severally agree to repay to the Administrative Agent forthwith
on demand such corresponding amount together with interest thereon, for each day
from the date such amount is made available to the Borrower or the Issuing Bank
(or, if the Administrative Agent and the Issuing Bank are the same Person, from
the date of such payment in respect of a Letter of Credit Disbursement), as
applicable, until the date such amount is repaid to the Administrative Agent at,
(i) in the case of the Borrower, the interest rate applicable thereto pursuant
to Section 2.06 or 2.21(g), as applicable and (ii) in the case of such Lender,
the Federal Funds Effective Rate. If such Lender shall repay to the
Administrative

                                       30

Agent such corresponding amount in respect of a Borrowing, such amount shall
constitute such Lender's Loan as part of such Borrowing for purposes of this
Agreement.

         (f) Notwithstanding any other provision of this Agreement, the Borrower
shall not be entitled to request any Revolving Credit Borrowing if the Interest
Period requested with respect thereto would end after the Conversion Date. Any
Revolving Credit Borrowing which cannot be refinanced as a Eurodollar Borrowing
by reason of the preceding sentence shall be automatically converted at the end
of the Interest Period in effect for such Borrowing into an ABR Revolving Credit
Borrowing. Further, and notwithstanding any other provision of this Agreement to
the contrary, the Borrower shall not be entitled to request, nor shall any
Lender be required to make, any Eurodollar Loan during the existence of a
Default or an Event of Default unless the Required Lenders otherwise agree.

         (g) The Borrower may refinance (i) all or any part of any Revolving
Credit Borrowing with a Revolving Credit Borrowing of the same or a different
Type and (ii) all or any part of any Revolving Credit Borrowing outstanding on
the Conversion Date with a Term Borrowing of the same or a different Type, in
each case upon the terms and subject to the conditions and limitations set forth
in this Agreement. Any Revolving Credit Borrowing or part thereof so refinanced
shall be deemed to be repaid or prepaid in accordance with Section 2.04 or 2.12,
as applicable, with the proceeds of such new Revolving Credit Borrowing or Term
Borrowing, as applicable; and the proceeds of such new Revolving Credit
Borrowing or Term Borrowing, as applicable (to the extent they do not exceed the
principal amount of the Revolving Credit Borrowing being refinanced), shall not
be paid by the Lenders to the Administrative Agent or by the Administrative
Agent to the Borrower pursuant to Section 2.02(c).

         Section 2.03 Notice of Borrowings. The Borrower shall give the
Administrative Agent written or telecopy notice in the form of Exhibit I hereto
(or telephone notice promptly confirmed in writing or by telecopy in the form of
Exhibit I hereto) (a) in the case of a Eurodollar Borrowing, not later than
11:00 a.m., Boston time, two Business Days before a proposed borrowing and (b)
in the case of an ABR Borrowing, not later than 11:00 a.m., Boston time, on the
Business Day of the proposed borrowing. Such notice shall be irrevocable and



shall in each case refer to this Agreement and specify (i) the applicable Class
and Type of such Borrowing; (ii) the date of such Borrowing (which shall be a
Business Day) and the amount thereof; and (iii) if such Borrowing is to be a
Eurodollar Borrowing, the Interest Period with respect thereto. If no election
as to the Type of Borrowing is specified in any such notice, then the requested
Borrowing shall be an ABR Borrowing. If no Interest Period with respect to any
Eurodollar Borrowing is specified in any such notice, then the Borrower shall be
deemed to have selected an Interest Period of one month's duration. If the
Borrower shall not have given notice in accordance with this Section 2.03 of its
election to refinance a Revolving Credit Borrowing prior to the end of the
Interest Period in effect for such Borrowing, then the Borrower shall (unless
such Borrowing is repaid at the end of such Interest Period) be deemed to have
given notice of an election to refinance such Borrowing with an ABR Borrowing.
The Administrative Agent shall promptly advise the Lenders of any notice given
pursuant to this Section 2.03 and of each Lender's pro rata portion of the
requested Borrowing.
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         Section 2.04 Notes; Repayment of Loans. The Loans made by each Lender
shall be evidenced by a Note, duly executed and delivered on behalf of the
Borrower, dated the Closing Date, in substantially the form attached hereto as
Exhibit A with the blanks appropriately filled, payable to the order of such
Lender in a principal amount equal to such Lender's Revolving Credit Commitment.
The outstanding principal balance of each Loan, as evidenced by the applicable
Note, shall be payable (a) in the case of a Revolving Loan, on the last day of
the Interest Period applicable to such Loan and on the Conversion Date and (b)
in the case of a Term Loan, as provided in Section 2.11. Each Note shall bear
interest from the date of the first Borrowing hereunder on the outstanding
principal balance thereof as set forth in Section 2.06. Each Lender shall, and
is hereby authorized by the Borrower to, endorse on the schedule attached to
each Note delivered to such Lender (or on a continuation of such schedule
attached to such Note and made a part thereof), or otherwise to record in such
Lender's internal records, an appropriate notation evidencing the date and
amount of each applicable Loan from such Lender, each payment and prepayment of
principal of any such Loan, each payment of interest on any such Loan and the
other information provided for on such schedule; provided, however, that the
failure of any Lender to make such a notation or any error therein shall not
affect the obligation of the Borrower to repay the Loans made by such Lender in
accordance with the terms of this Agreement and the applicable Notes.

         Section 2.05 Fees. (a) [Intentionally omitted].

         (b) The Borrower shall pay to the Administrative Agent for the account
of each Lender, on the last day of March, June, September and December in each
year, and on the last day of the Revolving Credit Availability Period, a
commitment fee (a "Commitment Fee") on the average daily unused amount of the
Revolving Credit Commitment of such Lender during the preceding calendar quarter
(or shorter period commencing with the date of this Agreement or ending with the
last day of the Revolving Credit Availability Period), equal to (i) during any
Level I Pricing Period, 0.25% per annum, (ii) during any Level II Pricing
Period, 0.375% per annum and (iii) at all other times, 0.50% per annum. The
"unused amount" of the Revolving Credit Commitment of a Lender on any date means
the amount of such Lender's Revolving Credit Commitment on such date, less the
sum of its outstanding Revolving Loans on such date and its Letter of Credit
Exposure on such date. All Commitment Fees shall be computed on the basis of the
actual number of days elapsed in a year of 360 days. The Commitment Fee due to
each Lender shall commence to accrue from the date of this Agreement and shall
cease to accrue on the last day of the Revolving Credit Availability Period.

         (c) The Borrower agrees to pay to the Administrative Agent, for its own
account, the fees set forth in the Fee Letter dated February 12, 2002 (the
"Letter Agreement"), among the Administrative Agent, the General Partner and the
Borrower, in the amounts and on the dates provided in the Letter Agreement. Such
fees shall be in addition to reimbursement of the Administrative Agents'
reasonable out- of-pocket expenses.

         (d) All Fees shall be paid on the dates due, in immediately available
funds. Once paid, none of the Fees shall be refundable under any circumstances.
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         Section 2.06 Interest on Loans. (a) [Intentionally Omitted].

         (b) Subject to Section 2.07, each Revolving Loan or Term Loan
comprising an ABR Borrowing shall bear interest for each day from the date such
Loan is made until it becomes due (computed on the basis of the actual number of
days elapsed over a year of 360 days) at a rate per annum equal to the Alternate
Base Rate, plus the Applicable ABR Margin.

         (c) [Intentionally Omitted].

         (d) Subject to Section 2.07, each Revolving Loan or Term Loan
comprising a Eurodollar Borrowing shall bear interest for each day from the date
such Loan is made until it becomes due (computed on the basis of the actual
number of days elapsed over a year of 360 days) at a rate per annum equal to the
Adjusted LIBO Rate for the Interest Period in effect for such Borrowing, plus
the Applicable Eurodollar Margin.

         (e) Any change in any Applicable Margin required hereunder shall be
deemed to occur (i) five Business Days after the date the Borrower delivers its
financial statements required by Section 5.02(a) or (b), as the case may be, in
respect of its most recent fiscal quarter and the certificate required by
Section 5.02(c) or (ii) on the date any Revolving Credit Borrowing is made or
any Letter of Credit is issued in respect of the financial statements required
by Section 5.02(a); provided that if the Borrower fails to deliver such
financial statements and certificate on or before the date such statements and
certificate are required to be delivered pursuant to Section 5.02(a) or (b), as
the case may be, and Section 5.02(c), the Applicable Margin for the period from
such required date until the date such statements and certificate are actually
delivered shall be calculated as if a Level III Pricing Period were in effect,
and after the date such statements and certificate are actually delivered the
Applicable Margin shall be determined as otherwise provided for herein.

         (f) Interest on each Loan shall be payable on the Interest Payment
Dates applicable to such Loan, except as otherwise provided in this Agreement.
The applicable Alternate Base Rate or Adjusted LIBO Rate for each Interest
Period or day within an Interest Period, as the case may be, shall be determined
by the Administrative Agent, and such determination shall be conclusive absent
manifest error.

         Section 2.07 Default Interest. If the Borrower shall default in the
payment of the principal of or interest on any Loan or any other amount becoming
due under this Agreement or any other Loan Document, by acceleration or
otherwise, interest shall accrue, to the extent permitted by law, on such
defaulted amount during the period from (and including) the date of such default
to (but not including) the date of actual payment (after as well as before
judgment) at (a) in the case of principal or interest on any Loan, the rate per
annum (computed on the basis of the actual number of days elapsed over a year of
360 days) that would otherwise be applicable to such Loan pursuant to Section
2.06 as if a Level III Pricing Period were in effect, plus 2.00% or (b) in the
case of any other amount, a rate per annum (computed on the basis of the actual
number of days elapsed over a year of 360 days) equal to the rate applicable to
ABR Revolving Loans pursuant to Section 2.06 as if a Level III Pricing Period
were in effect, plus 2.00%. The Borrower shall pay all such accrued but unpaid
interest from time to time upon demand.
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         Section 2.08 Alternate Rate of Interest. In the event, and on each
occasion, that on the day two Business Days prior to the commencement of any
Interest Period for a Eurodollar Borrowing the Administrative Agent shall have
determined that dollar deposits in the principal amounts of the Loans comprising
such Borrowing are not generally available in the applicable interbank market,
or that the rates at which such dollar deposits are being offered will not
adequately and fairly reflect the cost to any Lender of making or maintaining
its Eurodollar Loan during such Interest Period, or that reasonable means do not
exist for ascertaining the Adjusted LIBO Rate, the Administrative Agent shall,
as soon as practicable thereafter, give written or telecopy notice of such
determination to the Borrower and the Lenders. In the event of any such



determination, any request by the Borrower for a Eurodollar Borrowing pursuant
to Section 2.03 or 2.10 shall, until the Administrative Agent shall have advised
the Borrower and the Lenders that the circumstances giving rise to such notice
no longer exist, be deemed to be a request for an ABR Borrowing. Each
determination by the Administrative Agent hereunder shall be conclusive absent
manifest error.

         Section 2.09 Termination and Reduction of Commitments; Conversion of
Revolving Loans. (a) The Revolving Credit Commitments shall be automatically
terminated at 5:00 p.m., Boston time, on the Conversion Date.

         (b) Upon at least three Business Days' prior irrevocable written or
telecopy notice to the Administrative Agent, the Borrower may at any time in
whole permanently terminate, or from time to time in part permanently reduce,
the Revolving Credit Commitments; provided, however that (i) the Borrower
simultaneously reduce Facility B pro rata such that at all times the Revolving
Credit Commitment Percentage of each Lender hereunder and the Tranche B
Revolving Credit Commitment Percentage (as defined in the Existing Credit
Agreement) of the lenders under Facility B shall be the same, (ii) in the event
the Borrower permanently terminates or reduces Facility B in whole, the Borrower
shall simultaneously terminate or reduce, as the case may be, the Facility and
(iii) each partial reduction of the Revolving Credit Commitments and Facility B
shall be in a minimum collective aggregate principal amount which is an integral
multiple of $100,000 and not less than $500,000.

         (c) In the event, and on each occasion, that the Borrower is required
to prepay or repay Revolving Loans and/or to provide cash collateral for Letters
of Credit as provided in Section 2.11(e) or (f) and Section 2.11(g), then on the
date of such required action, the Revolving Credit Commitments shall be
automatically and permanently reduced by an amount equal to the sum of such
required payment and cash collateral; provided, however that (i) the Borrower
simultaneously reduce Facility B pro rata in the amount of such prepayment or
reduction, such that at all times the Revolving Credit Commitment Percentage of
each Lender hereunder and the Tranche B Revolving Credit Commitment Percentage
(as defined in the Existing Credit Agreement) of the lenders under Facility B
shall be the same and (ii) in the event the Borrower prepays the amount of
Facility B, in whole, the Borrower shall simultaneously prepay the Facility in
its entirety. In addition, in the event that the amount of any Excess Proceeds
referred to in paragraph (e) or (f) of Section 2.11 which is allocable to the
Facility Obligations exceeds the amount of all outstanding Loans and Letter of
Credit Exposure, the Commitments shall be further reduced by such excess, by
reduction, to the Revolving Credit Commitments. For purposes of applying the
requirements of this Section 2.09(c), the amount of any Excess
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Proceeds referred to in paragraph (e) or (f) of Section 2.11 which is allocable
to the Facility Obligations shall be calculated as if the definition set forth
in the last sentence of Section 2.11(e) included, in addition, the maximum
aggregate amount of the unused Revolving Credit Commitments.

         (d) Each reduction in the Revolving Credit Commitments of any Class in
accordance with this Article II shall be made ratably among the Lenders in
accordance with their respective Revolving Credit Commitments of such Class and
shall be made in the same proportion among the lenders in accordance with the
Tranche B Revolving Credit Commitment Percentage. The Borrower shall pay to the
Administrative Agent for the account of the Lenders, on the date of each
termination or reduction of the Revolving Credit Commitments of any Class, the
Commitment Fees on the amount of the Revolving Credit Commitments of such Class
so terminated or reduced accrued to the date of such termination or reduction.

         Section 2.10 Conversion and Continuation of Term Borrowings. The
Borrower shall have the right at any time upon prior irrevocable notice to the
Administrative Agent (a) not later than 11:00 a.m., Boston time, on the Business
Day of conversion, to convert any Eurodollar Term Borrowing into an ABR Term
Borrowing, (b) not later than 11:00 a.m., Boston time, two Business Days prior
to conversion or continuation, to convert any ABR Term Borrowing into a
Eurodollar Term Borrowing or to continue any Eurodollar Term Borrowing as a
Eurodollar Term Borrowing for an additional Interest Period and (c) not later
than 11:00 a.m., Boston time, two Business Days prior to conversion, to convert
the Interest Period with respect to any Eurodollar Term Borrowing to another
permissible Interest Period, subject in each case to the following:



                  (i) each conversion or continuation shall be made pro rata
         among the Lenders in accordance with the respective principal amounts
         of the Term Loans comprising the converted or continued Term Borrowing;

                  (ii) the aggregate principal amount of such Term Borrowing
         converted into or continued as (A) a Eurodollar Term Borrowing, shall
         be an integral multiple of $100,000 and not less than $500,000 or (B)
         an ABR Term Borrowing, shall be the lesser of (I) the remaining
         outstanding principal amount of such Borrowing and (II) an integral
         multiple of $100,000;

                  (iii) each conversion or continuation shall be effected by
         each Lender by applying the proceeds of the new Term Loan of such
         Lender resulting from such conversion or continuation to the Term Loan
         (or portion thereof) of such Lender being converted or continued;
         accrued interest on a Eurodollar Term Loan (or portion thereof) being
         converted or continued shall be paid by the Borrower at the time of
         conversion;

                  (iv) if any Eurodollar Term Borrowing is converted or
         continued at a time other than the end of the Interest Period
         applicable thereto, the Borrower shall pay, upon demand, any amounts
         due to the Lenders pursuant to Section 2.15;
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                  (v) any portion of a Term Borrowing maturing or required to be
         repaid in less than one month may not be converted into or continued as
         a Eurodollar Term Borrowing;

                  (vi) unless the Required Lenders otherwise agree, during the
         existence of a Default or an Event of Default, the Borrower shall not
         be entitled to elect to have any Term Borrowing converted into or
         continued as a Eurodollar Term Borrowing:

                  (vii) any portion of a Term Borrowing which cannot be
         converted into or continued as a Eurodollar Term Borrowing by reason of
         clause (v) or (vi) above shall be automatically converted at the end of
         the Interest Period in effect for such Borrowing into an ABR Term
         Borrowing;

                  (viii) no Interest Period may be selected for any Eurodollar
         Term Borrowing that would end later than a Repayment Date occurring on
         or after the first day of such Interest Period if, after giving effect
         to such selection, the aggregate outstanding amount of (A) Eurodollar
         Term Borrowings with Interest Periods ending on or prior to such
         Repayment Date and (B) the ABR Term Borrowings would not be at least
         equal to the principal amount of Term Borrowings to be paid on such
         Repayment Date.

         Each notice pursuant to this Section 2.10 shall be irrevocable and
shall refer to this Agreement and specify (I) the principal amount, the Type
and, in the case of a Eurodollar Term Borrowing, the Interest Period of the Term
Borrowing that the Borrower requests be converted or continued, (II) whether
such Term Borrowing is to be converted to or continued as a Eurodollar Term
Borrowing or an ABR Term Borrowing, (III) if such notice requests a conversion,
the date of such conversion (which shall be a Business Day) and (IV) if such
Term Borrowing is to be converted to or continued as a Eurodollar Term
Borrowing, the Interest Period with respect thereto. If no Interest Period is
specified in any such notice with respect to any conversion to or continuation
as a Eurodollar Term Borrowing, the Borrower shall be deemed to have selected an
Interest Period of one month's duration. The Administrative Agent shall advise
the other Lenders of any notice given pursuant to this Section 2.10 and of each
Lender's pro rata portion of any converted or continued Term Borrowing. If the
Borrower shall not have given notice in accordance with this Section 2.10 to
continue any Term Borrowing into a subsequent Interest Period (and shall not
otherwise have given notice in accordance with this Section 2.10 to convert such
Term Borrowing), such Term Borrowing shall, at the end of the Interest Period
applicable thereto (unless repaid pursuant to the terms hereof), automatically
be continued into a new Interest Period as an ABR Term Borrowing.



         Section 2.11 Mandatory Repayments and Prepayments. (a) [Intentionally
omitted].

         (b) On the Conversion Date, all Revolving Credit Borrowings shall be
due and payable to the extent not previously paid.

         (c) Subject to adjustment as provided in Section 2.11(h) and Section
2.12(b), the Borrower shall repay the Term Loans and reduce the Letter of Credit
Exposure in quarterly installments, commencing on December 31, 2003, and
continuing on the last day of every third
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calendar month thereafter through September 30, 2005 (the due date of each such
installment being called a "Repayment Date"). The amount of any such installment
payable on a Repayment Date shall be the amount, if any, necessary (after giving
effect to any reductions on account of the expiration after the Conversion Date
of any Letters of Credit) to reduce the sum of (i) the aggregate principal
amount of the Term Loans outstanding immediately after the Conversion Date and
(ii) the Letter of Credit Exposure outstanding immediately after the Conversion
Date by an aggregate percentage of such sum equal to the percentage set forth
opposite such Repayment Date below:

                  December 31, 2003             12.5%
                  March 31, 2004                25.0%
                  June 30, 2004                 37.5%
                  September 30, 2004            50.0%
                  December 31, 2004             62.5%
                  March 31, 2005                75.0%
                  June 30, 2005                 87.5%
                  September 30, 2005           100.0%

On the Repayment Date that is September 30, 2005, Borrower shall repay the
remaining principal and interest owing on all outstanding Term Loans and fully
cash collateralize any then existing Letter of Credit Exposure. All payments
under this paragraph (c) shall be applied (I) first, to repay any outstanding
Term Loans and (II) second, after the Term Loans have been paid in full, to
reduce the Letter of Credit Exposure. Any such payments so applied to reduce the
Letter of Credit Exposure shall be deposited with the Administrative Agent
pursuant to the Cash Collateral Agreement as provided in Section 2.21(k).

         (d) [Intentionally Omitted].

         (e) If at any time the Borrower or any of the Restricted Subsidiaries
disposes of property or such property shall be damaged, destroyed or taken in
eminent domain or there shall be title insurance proceeds with respect to such
property, in any such case, with the result that there are Excess Proceeds, and
the Borrower does not apply such Excess Proceeds in the manner described in
Section 6.07(c)(iii)(B)(I), the Borrower shall prepay, upon notice as provided
in paragraph (g) of this Section 2.11 (which notice shall be given not later
than 180 days after the date of such sale of property), a principal amount of
the outstanding Facility Obligations equal to the amount of such remaining
Excess Proceeds allocable to the Facility Obligations, determined by allocating
such remaining Excess Proceeds pro rata among the Lenders, the lenders under the
Existing Credit Agreement and the holders of Parity Debt, if any, outstanding on
the date such prepayment is to be made, according to the aggregate then unpaid
principal amounts of the Facility Obligations, the Facilities Obligations (as
defined in the Existing Credit Agreement) and Parity Debt (and the Make Whole
Amount on the principal amount of the Mortgage Notes to be prepaid). For
purposes of this Section 2.11, the aggregate then unpaid principal amount of the
Facility Obligations" under this Agreement shall equal the sum of (i) the
aggregate principal amount of the outstanding Loans and (ii) the Letter of
Credit Exposure.
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         (f) In the event that damage, destruction or a taking shall occur in
respect of all or a portion of the properties subject to any of the Collateral
Documents, or there shall be proceeds under title insurance policies with
respect to any real property, all Net Insurance Proceeds (as defined in the



Mortgage), self-insurance amounts, Net Awards (as defined in the Mortgage) or
title insurance proceeds which, as of any date, shall not theretofore have been
applied to the cost of Restoration (as defined in the Mortgage) shall be deemed
to be proceeds of property disposed of voluntarily, shall be subject to the
provisions of Section 6.07(c) and, if subdivision (iii)(B)(I) of Section 6.07(c)
is applicable thereto, shall be subject to the prepayment provisions of
paragraph (e) of this Section 2.11; provided that, if any such event or
circumstances (individually or together with all other related events and
circumstances) shall result in proceeds of more than $25,000,000 in the
aggregate, the Borrower shall not apply such proceeds to replacement or other
assets or undertake any Restoration without the prior written consent of the
Required Lenders.

         (g) The Borrower will give the Administrative Agent irrevocable written
notice of each prepayment under paragraph (e) or (f) of this Section 2.11 not
less than 10 days and not more than 30 days prior to the date fixed for such
prepayment, in each case specifying such prepayment date, the aggregate
principal amount of the Facility Obligations to be prepaid, the aggregate
principal amount of the Facilities Obligations (as defined in the Existing
Credit Agreement) to be prepaid and the principal amount of each issue of Parity
Debt to be prepaid and the paragraph under which such prepayment is to be made.
Each Lender shall receive, on the Business Day immediately preceding the date
scheduled for any such prepayment, a certificate of a Financial Officer of the
Borrower certifying that the applicable conditions of this Section 2.11 have
been fulfilled and specifying the particulars of such fulfillment. Such
certificate shall set forth the principal amount of the Facility Obligations
being prepaid and specify how such amount was determined, and certify that such
amount has been computed in accordance with this Section 2.11.

         (h) All mandatory prepayments of the Facility Obligations under
paragraphs (e) and (f) of this Section 2.11 shall be applied to pay or prepay
any outstanding Revolving Loans or Term Loans and, to the extent that the
remaining amount of such prepayment is greater than the aggregate principal
amount of outstanding Loans, to reduce the Letter of Credit Exposure. All such
mandatory prepayments so applied on or after the Conversion Date shall be
applied to reduce the amount of scheduled payments due under Section 2.11(c)
after the date of such prepayment in the inverse order of maturity (without
affecting the requirement that such prepayments be applied first to pay all
outstanding Term Loans and only thereafter to reduce the Letter of Credit
Exposure). Subject to the foregoing provisions, any such mandatory prepayment of
Loans of any Class shall be applied to prepay all ABR Loans of such Class before
any Eurodollar Loans of such Class are prepaid. Any such payments under
paragraphs (e) and (f) of this Section 2.11 so applied to reduce the Letter of
Credit Exposure shall be deposited with the Trustee and applied as provided in
the Trust Agreement.

         (i) [Intentionally Omitted].

         (j) In the event and on each occasion that the sum of (i) the aggregate
outstanding principal amount of the Revolving Loans and (ii) the Letter of
Credit Exposure exceeds the
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aggregate amount of the Revolving Credit Commitments at such time, the Borrower
shall immediately prepay Revolving Loans (and, to the extent that the amount of
such excess is greater than the aggregate principal amount of outstanding
Revolving Loans, reduce the Letter of Credit Exposure by making a deposit with
the Administrative Agent pursuant to the Cash Collateral Agreement as provided
in Section 2.21(k)) in an aggregate principal amount equal to such excess.

         (k) Each payment of Borrowings pursuant to this Section 2.11 shall be
accompanied by accrued interest on the principal amount paid to but excluding
the date of payment. The repayments and prepayments of the Loans required by the
respective subsections of this Section 2.11 and the optional prepayments
permitted by Section 2.12 are separate and cumulative, so that any one such
repayment or prepayment shall reduce any other repayment or prepayment only as
and to the extent expressly specified herein. All payments under this Section
2.11 shall be subject to Section 2.15, but otherwise shall be without premium or
penalty.

         Section 2.12 Optional Prepayments. (a) Subject to Section 2.01(d) and
Section 2.12(b), the Borrower shall have the right at any time and from time to



time to prepay any Borrowing or payment due under Section 2.11(c), in whole or
in part, upon prior written or telecopy notice (or telephone notice promptly
confirmed by written or telecopy notice) to the Administrative Agent (i) in the
case of any prepayment of amounts payable under Section 2.11(c), not later than
11:00 a.m., Boston time, two Business Days in advance of the proposed
prepayment, (ii) in the case of any prepayment of Eurodollar Revolving Loans,
not later than 11:00 a.m., Boston time, two Business Days in advance of the
proposed prepayment and (iii) in the case of any prepayment of ABR Revolving
Loans, not later than 11:00 a.m., Boston time, on the Business Day of the
proposed prepayment; provided, however, that (A) the Borrower simultaneously
reduce Facility B pro rata, such that the prepayments made pursuant to this
Section 2.12(a) and Section 2.12(a) of the Existing Credit Agreement shall be in
equal dollar amounts and (B) each partial prepayment of ABR Loans shall be in a
minimum aggregate amount of $100,000 under each of Facility B and this Facility
and each partial prepayment of Eurodollar Loans shall be in an amount which is
an integral multiple of $100,000 under each of Facility B and this Facility and
not less than $500,000 under each of Facility B and this Facility, (C) in the
event that the Borrower prepays the lenders under Facility B with respect to the
term loans thereunder, in whole, the Borrower shall simultaneously prepay in
whole the Term Loans under the Facility and (D) a partial prepayment of a
Eurodollar Borrowing under this Section 2.12(a) shall not be made that would
result in the remaining aggregate outstanding principal amount thereof under
each of Facility B and this Facility being less than $500,000. Each notice of
prepayment of any Borrowing or payment due under Section 2.11(c) shall specify
the prepayment date, the Class, the Type and the Interest Period of the
Borrowing to be prepaid (in the case of a Eurodollar Borrowing), and the
principal amount thereof to be prepaid, shall be irrevocable and shall commit
the Borrower to prepay such Borrowing or payment by the amount stated therein on
the date stated therein.

         (b) All prepayments under this Section 2.12 shall be subject to Section
2.15 but otherwise shall be without premium or penalty. All prepayments under
this Section 2.12 shall be accompanied by accrued interest on the principal
amount being prepaid to, but excluding, the date of payment. All prepayments
under this Section 2.12 of amounts payable under Section
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2.l1(c) shall be applied to reduce the amount of scheduled payments of amounts
due under Section 2.11(c) after the date of such prepayment in the inverse order
of maturity (without affecting the requirement that such prepayments be applied
first to pay all outstanding Term Loans and only thereafter to provide cash
collateral in respect of Letters of Credit) until the last four of such
scheduled payments shall have been repaid in full, and thereafter all such
prepayments of amounts payable under Section 2.11(c) shall be applied to reduce
such remaining scheduled payments pro rata. Subject to the foregoing provisions,
any optional prepayment of Loans of any Class pursuant to Section 2.12(a) shall
be applied to prepay all ABR Loans of such Class before any Eurodollar Loans of
such Class are prepaid.

         Section 2.13 Reserve Requirements; Certain Changes in Circumstances.
(a) Notwithstanding any other provision herein, if after the date of this
Agreement any change in applicable law or regulation or in the interpretation or
administration thereof by any Governmental Authority charged with the
interpretation or administration thereof (whether or not having the force of
law) shall change the basis of taxation of payments to any Lender of the
principal of or interest on any Eurodollar Loan made by such Lender or any Fees
or other amounts payable hereunder (other than changes in respect of taxes
imposed on the overall net income of such Lender by the jurisdiction in which
such Lender has its principal office or by any political subdivision or taxing
authority therein), or shall impose, modify or deem applicable any reserve,
special deposit or similar requirement against assets of, deposits with or for
the account of or credit extended by such Lender (except any such reserve
requirement which is reflected in the Adjusted LIBO Rate) or shall impose on
such Lender or the applicable interbank market any other condition affecting
this Agreement or Eurodollar Loans made by such Lender, and the result of any of
the foregoing shall be to increase the cost to such Lender of making or
maintaining any Eurodollar Loan or to reduce the amount of any sum received or
receivable by such Lender hereunder or under the Notes (whether of principal,
interest or otherwise) or Letters of Credit by an amount deemed by such Lender
to be material, then from time to time the Borrower shall pay to such Lender



upon demand such additional amount or amounts as will compensate such Lender for
such additional costs incurred or reduction suffered.

         (b) If any Lender shall have determined that the adoption after the
date hereof of any law, rule, regulation, agreement or guideline regarding
capital adequacy, or any change in any of the foregoing or in the interpretation
or administration of any of the foregoing by any Governmental Authority, central
bank or comparable agency charged with the interpretation or administration
thereof, or compliance by any Lender (or any lending office of such Lender) or
any Lender's holding company with any request or directive regarding capital
adequacy (whether or not having the force of law) of any such authority, central
bank or comparable agency, has or would have the effect of reducing the rate of
return on such Lender's capital or on the capital of such Lender's holding
company, if any, as a consequence of this Agreement, the Letters of Credit or
the Loans made by such Lender pursuant hereto to a level below that which such
Lender or such Lender's holding company could have achieved but for such
adoption, change or compliance (taking into consideration such Lender's policies
and the policies of such Lender's holding company with respect to capital
adequacy) by an amount deemed by such Lender or such Lender's holding company to
be material, then from time to time the Borrower shall pay to such Lender upon
demand such additional amount or amounts as will compensate such Lender or such
Lender's holding company for any such reduction suffered.
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         (c) A certificate of each Lender setting forth such amount or amounts
as shall be necessary to compensate such Lender or its holding company as
specified in paragraph (a) or (b) above, as the case may be, shall be delivered
to the Borrower and shall be conclusive absent manifest error. The Borrower
shall pay each Lender the amount shown as due on any such certificate delivered
by it within 10 days after its receipt of the same.

         (d) No Lender shall be entitled to compensation under this Section 2.13
for any costs incurred or reductions suffered with respect to any date unless
such Lender shall have notified the Borrower that it will demand compensation
for such costs or reductions not more than 120 days after the later of (i) such
date and (ii) the date on which such Lender becomes aware of such costs or
reductions. Failure on the part of any Lender to demand compensation for any
increased costs or reduction in amounts received or receivable or reduction in
return on capital with respect to any period shall not constitute a waiver of
such Lender's right to demand compensation with respect to any other period. The
protection of this Section 2.13 shall be available to each Lender regardless of
any possible contention of the invalidity or inapplicability of the law, rule,
regulation, guideline or other change, condition or circumstances which shall
have occurred or been imposed.

         Section 2.14 Change in Legality. (a) Notwithstanding any other
provision herein, if any change in any law or regulation or in the
interpretation thereof by any Governmental Authority charged with the
administration or interpretation thereof shall make it unlawful for any Lender
to make or maintain any Eurodollar Loan or to give effect to its obligations as
contemplated hereby with respect to any Eurodollar Loan, then, by written or
telecopy notice to the Borrower and to the Administrative Agent, such Lender
may:

                  (i) declare that Eurodollar Loans will not thereafter be made
         by such Lender hereunder, whereupon any request by the Borrower for a
         Eurodollar Borrowing shall, as to such Lender only, be deemed a request
         for an ABR Loan unless such declaration shall be subsequently
         withdrawn; and

                  (ii) require that all outstanding Eurodollar Loans made by it
         be converted to ABR Loans, in which event all such Eurodollar Loans
         shall be automatically converted to ABR Loans as of the effective date
         of such notice as provided in Section 2.14(b).

In the event that any Lender shall exercise its rights under clause (i) or (ii)
above, all payments and prepayments of principal which would otherwise have been
applied to repay the Eurodollar Loans that would have been made by such Lender
or the converted Eurodollar Loans of such Lender shall instead be applied to
repay the ABR Loans made by such Lender in lieu of, or resulting from the
conversion of, such Eurodollar Loans.



         (b) For purposes of this Section 2.14, a notice to the Borrower by any
Lender shall be effective as to each Eurodollar Loan, if lawful, on the last day
of the Interest Period currently applicable to such Eurodollar Loan; in all
other cases such notice shall be effective on the date of receipt by the
Borrower.
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         Section 2.15 Indemnity. The Borrower shall indemnify each Lender
against any loss or expense which such Lender may sustain or incur as a
consequence of (a) any failure by the Borrower to fulfill on the date of any
borrowing hereunder the applicable conditions set forth in Article IV, (b) any
failure by the Borrower to borrow or to refinance, convert or continue any Loan
hereunder after irrevocable notice of such borrowing, refinancing, conversion or
continuation has been given pursuant to Section 2.03 or 2.10, (c) any payment,
prepayment or conversion of a Eurodollar Loan required by any other provision of
this Agreement or otherwise made or deemed made on a date other than the last
day of the Interest Period applicable thereto, (d) any default in payment or
prepayment of the principal amount of any Loan or any part thereof or interest
accrued thereon, as and when due and payable (at the due date thereof, whether
by scheduled maturity, acceleration, irrevocable notice of prepayment or
otherwise) or (e) the occurrence of any Event of Default, including, in each
such case, any loss or reasonable expense sustained or incurred or to be
sustained or incurred in liquidating or employing deposits from third parties
acquired to effect or maintain such Loan or any part thereof as a Eurodollar
Loan. Such loss or reasonable expense shall include an amount equal to the
excess, if any, as reasonably determined by such Lender, of (i) its cost of
obtaining the funds for the Loan being paid, prepaid, converted or not borrowed,
refinanced, converted or continued or not paid or prepaid (assumed to be the
Adjusted LIBO Rate applicable thereto) for the period from the date of such
payment, prepayment, conversion or failure to borrow, refinance, convert or
continue or failure to pay or prepay to the last day of the Interest Period for
such Loan (or, in the case of a failure to borrow, refinance, convert or
continue, the Interest Period for such Loan which would have commenced on the
date of such failure) over (ii) the amount of interest (as reasonably determined
by such Lender) that would be realized by such Lender in reemploying the funds
so paid, prepaid, converted or not borrowed, refinanced, converted or continued
for such period or Interest Period, as the case may be based upon the purchase
of debt securities customarily issued by the Treasury of the United States of
America which have a maturity date approximating the last Business Day of such
Interest Period). A certificate of any Lender setting forth any amount or
amounts which such Lender is entitled to receive pursuant to this Section 2.15
shall be delivered to the Borrower and shall be conclusive absent manifest
error. The Borrower shall pay each Lender the amount shown as due on any such
certificate delivered by it within 10 days after its receipt of the same.

         Section 2.16 Pro Rata Treatment. Except as required under Section 2.13
or 2.14 and by the terms of this Agreement requiring pro rata treatment with
Facility B, each Borrowing, each payment or prepayment of principal of any
Borrowing, each payment of interest on the Loans, each payment of the Commitment
Fees, each reduction of the Commitments, each payment in respect of
participations in Letter of Credit Disbursements and each refinancing of any
Borrowing with, conversion of any Borrowing to, or continuation of any Borrowing
as a Borrowing of any Type shall be allocated pro rata among the Lenders in
accordance with their respective Commitments of the applicable Class (or, if
such Commitments shall have expired or been terminated, in accordance with the
respective principal amounts of their outstanding Loans of the applicable
Class). Each Lender agrees that in computing such Lender's portion of any
Borrowing to be made hereunder, the Administrative Agent may, in its discretion,
round each Lender's percentage of such Borrowing, computed in accordance with
Schedule 1.01A, to the next higher or lower whole dollar amount.
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         Section 2.17 Sharing of Setoffs. Each Lender agrees that if it shall,
through the exercise of a right of banker's lien, setoff or counterclaim against
the Borrower, or pursuant to a secured claim under Section 506 of Title 11 of
the United States Code or other security or interest arising from, or in lieu



of, such secured claim, received by such Lender under any applicable bankruptcy,
insolvency or other similar law or otherwise (except pursuant to Section 2.20),
or by any other means, obtain payment (voluntary or involuntary) in respect of
any Loan or Loans as a result of which the unpaid principal portion of its Loans
of any Class shall be proportionately less than the unpaid principal portion of
the Loans of such Class of any other Lender, it shall be deemed simultaneously
to have purchased from such other Lender at face value, and shall promptly pay
to such other Lender the purchase price for, a participation in such Loans of
such other Lender, so that the aggregate unpaid principal amount of the Loans
and participations in Loans of any Class held by each Lender shall be in the
same proportion to the aggregate unpaid principal amount of all Loans of such
Class then outstanding as the principal amount of its Loans of such Class prior
to such exercise of banker's lien, setoff or counterclaim or other event was to
the principal amount of all Loans of such Class outstanding prior to such
exercise of banker's lien, setoff or counterclaim or other event; provided,
however, that if any such purchase or purchases or adjustments shall be made
pursuant to this Section 2.17 and the payment giving rise thereto shall
thereafter be recovered, such purchase or purchases or adjustments shall be
rescinded to the extent of such recovery and the purchase price or prices or
adjustment restored without interest (unless the party from which such recovery
is made is obligated by law to pay interest on the amount recovered, in which
case each of the Lenders shall be responsible for its pro rata share of such
interest). The Borrower expressly consents to the foregoing arrangements and
agrees that any Lender holding a participation in a Loan deemed to have been so
purchased may exercise any and all rights of banker's lien, setoff or
counterclaim with respect to any and all moneys owing by the Borrower to such
Lender by reason thereof as fully as if such Lender had made a Loan directly to
the Borrower in the amount of such participation.

         Section 2.18 Payments. (a) The Borrower shall make each payment
(including principal of or interest on any Borrowing or any Fees or other
amounts) hereunder or under any other Loan Document not later than 12:00 (noon),
Boston time, on the date when due in dollars to the Administrative Agent at its
offices at 100 Federal Street, Boston, Massachusetts 02110, in immediately
available funds. Any such payment received after such time on any date shall be
deemed made on the next Business Day.

         (b) Whenever any payment (including principal of or interest on any
Borrowing or any Fees or other amounts) hereunder or under any other Loan
Document shall become due, or otherwise would occur, on a day that is not a
Business Day, such payment may be made on the next succeeding Business Day, and
such extension of time shall in such case be included in the computation of
interest or Fees, if applicable.

         Section 2.19 Taxes. (a) All payments made by the Borrower under this
Agreement, the Notes and the Letters of Credit shall be made free and clear of,
and without deduction or withholding for or on account of, any present or future
income, stamp, documentary, excise, property or other taxes, levies, imposts,
duties, charges, assessments, fees, deductions or withholdings, now or hereafter
imposed, levied, collected, withheld or assessed by any
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Governmental Authority, excluding net income taxes and franchise taxes (imposed
in lieu of net income taxes) imposed on the Administrative Agent, the
Documentation Agent or any Lender as a result of a present or former connection
between the Administrative Agent, the Documentation Agent or such Lender and the
jurisdiction of the Governmental Authority imposing such tax or any political
subdivision or taxing authority thereof or therein (other than any such
connection arising solely from the Administrative Agent, the Documentation Agent
or such Lender having executed, delivered or performed its obligations or
received a payment under, or enforced, this Agreement, the Notes or any Letters
of Credit). If any such non-excluded taxes, levies, imposts, duties, charges,
fees deductions or withholdings ("Non-Excluded Taxes") are required to be
withheld from any amounts payable to the Administrative Agent, the Documentation
Agent or any Lender hereunder or under the Notes or any Letters of Credit, the
amounts so payable to the Administrative Agent, the Documentation Agent or such
Lender shall be increased to the extent necessary to yield to the Administrative
Agent, the Documentation Agent or such Lender (after payment of all Non-Excluded
Taxes) interest or any such other amounts payable hereunder at the rates or in
the amounts specified in this Agreement, the Notes and any Letters of Credit,



provided, however, that the Borrower shall not be required to increase any such
amounts payable to any Lender that is not organized under the laws of the United
States of America or a state thereof if such Lender fails to comply with the
requirements of Section 2.19(b). Whenever any Non-Excluded Taxes are payable by
the Borrower, as promptly as possible thereafter the Borrower shall send to the
Administrative Agent for its own account or for the account of the Documentation
Agent or such other Lender, as the case may be, a certified copy of an original
official receipt received by the Borrower showing payment thereof. If the
Borrower fails to pay any Non-Excluded Taxes when due to the appropriate taxing
authority or fails to remit to the Administrative Agent the required receipts or
other required documentary evidence, the Borrower shall indemnify the
Administrative Agent, the Documentation Agent and the Lenders for any
incremental taxes, interest or penalties that may become payable by the
Administrative Agent, the Documentation Agent or any Lender as a result of any
such failure.

         (b) Each Lender that is not incorporated under the laws of the United
States of America or a state thereof shall:

                  (i) deliver to the Borrower and the Administrative Agent (A)
         two duly completed copies of United States Internal Revenue Service
         Form 1001 or 4224, or successor applicable form, as the case may be,
         and (B) an Internal Revenue Service Form W-8 or W-9, or successor
         applicable form, as the case may be;

                  (ii) deliver to the Borrower and the Administrative Agent two
         further copies of any such form or certification on or before the date
         that any such form or certification expires or becomes obsolete and
         after the occurrence of any event requiring a change in the most recent
         form previously delivered by it to the Borrower; and

                  (iii) obtain such extensions of time for filing and completing
         such Forms or certifications as may reasonably be requested by the
         Borrower or the Administrative Agent;
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unless in any such case an event (including any change in treaty, law or
regulation) has occurred prior to the date on which any such delivery would
otherwise be required which renders all such forms inapplicable or which would
prevent such Lender from duly completing and delivering any such form with
respect to it and such Lender so advises the Borrower and the Administrative
Agent. Such Lender shall certify (x) in the case of a Form 1001 or 4224, that it
is entitled to receive payments under this Agreement without deduction or
withholding of any United States Federal income taxes and (y) in the case of a
Form W-8 or W-9, that it is entitled to an exemption from United States backup
withholding tax. Each Person that shall become a Lender or a participant
pursuant to Section 9.04 shall, upon the effectiveness of the related transfer,
be required to provide all of the forms and statements required pursuant to this
Section 2.19, provided that, in the case of a participant, such participant
shall furnish all such required forms and statements to the Lender from which
the related participation shall have been purchased.

         (c) The provisions of this Section 2.19 shall remain operative and in
full force and effect regardless of the expiration of the term of this
Agreement, the consummation of the transactions contemplated hereby, the
repayment of any of the Loans, the invalidity or unenforceability of any term or
provision of this Agreement or any other Loan Document, or any investigation
made by or on behalf of any Agent or any Lender.

         (d) Any Agent or Lender claiming any indemnity payment or additional
amounts payable pursuant to this Section 2.19 shall use reasonable efforts
(consistent with legal and regulatory restrictions) to file any certificate or
document reasonably requested in writing by the Borrower or to change the
jurisdiction of its applicable lending office if the making of such a filing or
change would avoid the need for or reduce the amount of any such indemnity
payment or additional amounts that may thereafter accrue and would not, in the
sole determination of such Agent or Lender, be otherwise disadvantageous to such
Lender.

         (e) Nothing contained in this Section 2.19 shall require any Agent or



Lender to make available any of its tax returns (or any other information that
it deems to be confidential or proprietary).

         (f) No Lender shall be entitled to claim any indemnity payment or
additional amount payable pursuant to this Section 2.19 with respect to any tax
unless such Lender shall have notified the Borrower that it will demand
compensation for such payment or amount not more than 120 days after the later
of (i) such date and (ii) the date on which such Lender becomes aware of the
costs or reductions giving rise to such claim. Failure on the part of any Lender
to demand any indemnity payment or any such additional amount with respect to
any period shall not constitute a waiver of such Lender's right to demand
compensation with respect to any other period. The protection of this Section
2.19 shall be available to each Lender regardless of any possible contention of
the invalidity or inapplicability of the law, rule, regulation, guideline or
other change, condition or circumstances which shall have occurred or been
imposed.

         Section 2.20 Assignment of Commitments Under Certain Circumstances. In
the event that any Lender shall have delivered a notice or certificate pursuant
to Section 2.13 or 2.14, or the Borrower shall be required to pay additional
amounts to any Lender under Section 2.19, the Borrower shall have the right, at
its own expense, upon notice to such Lender and the
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Administrative Agent, to require such Lender to transfer and assign without
recourse (in accordance with and subject to the provisions set forth in Section
9.04, including clause (v) of the proviso to Section 9.04(b)) all its interests,
rights and obligations under this Agreement to another financial institution
designated by the Borrower which shall assume such obligations; provided that
(i) a similar assignment by such Lender be made under the Existing Credit
Agreement of all its interests, rights and obligations under the Existing Credit
Agreement, (ii) no such assignment shall conflict with any law, rule, regulation
or order of any Governmental Authority and (iii) the Borrower shall pay to the
affected Lender (and shall take the same actions under the Existing Credit
Agreement) in immediately available funds on the date of such assignment the
entire amount of principal of and interest accrued to the date of payment on the
Loans and participations in Letter of Credit Disbursements made by it hereunder
and all other amounts accrued for its account or owed to it hereunder; provided
further that if prior to any such assignment the circumstances or event that
resulted in such Lender's notice or certificate under Section 2.13 or 2.14 or
demand for additional amounts under Section 2.19, as the case may be, shall
cease to exist or become inapplicable for any reason or if such Lender shall
waive its rights in respect of such circumstances or event under Section 2.13,
2.14 or 2,19, as the case may be, then such Lender shall not thereafter be
required to make any such assignment hereunder or under the Existing Credit
Agreement.

         Section 2.21 Letters of Credit. (a) [Intentionally Omitted].

         (b) The Borrower may request the issuance of Letters of Credit, in a
form reasonably acceptable to the Administrative Agent and the Issuing Bank, for
the account of the Borrower, at any time and from time to time during the
Revolving Credit Availability Period; provided that any Letter of Credit shall
be issued only if, and each request by the Borrower for the issuance of any
Letter of Credit shall be deemed a representation and warranty by the Borrower
that, immediately following the issuance of such Letter of Credit, the sum of
(i) the Letter of Credit Exposure and (ii) the aggregate principal amount of
outstanding Revolving Loans shall not exceed the aggregate amount of the
Revolving Credit Commitments at such time, provided, however, that the amount of
all outstanding Tranche B Letters of Credit (as defined in the Existing Credit
Agreement) and the Letters of Credit shall not exceed $12,500,000. Each Letter
of Credit shall expire at the close of business on the Maturity Date, unless
such Letter of Credit expires by its terms on an earlier date. Each Letter of
Credit shall provide for payments of drawings in dollars.

         (c) Each issuance of any Letter of Credit shall be made on at least two
Business Days' prior irrevocable written or telecopy notice (or such shorter
notice as shall be acceptable to the Issuing Bank) from the Borrower to the
Administrative Agent and the Issuing Bank specifying, on the Issuing Bank's
standard form or on such other form as is acceptable to the Issuing Bank, the
date of issuance, the date on which such Letter of Credit is to expire, the



amount of such Letter of Credit, the name and address of the beneficiary of such
Letter of Credit, and such other information as may be necessary or desirable to
complete such Letter of Credit. The Issuing Bank will give the Administrative
Agent prompt notice of the issuance and amount of such Letter of Credit and the
expiration date of such Letter of Credit (and the Administrative Agent shall
give prompt notice thereof to each Lender). The Issuing Bank also will give the
Administrative Agent (i) daily notice of the amount available to be drawn under
each outstanding
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Letter of Credit and (ii) a quarterly summary indicating, on a daily basis
during such quarter, the issuance of any Letter of Credit and the amount
thereof, the expiration of any Letter of Credit and the amount thereof and the
payment on any draft presented under any Letter of Credit. The Administrative
Agent will promptly provide the Lenders with copies of each such quarterly
summary.

         (d) By the issuance of a Letter of Credit and without any further
action on the part of the Issuing Bank, the Administrative Agent or the Lenders
in respect thereof, the Issuing Bank hereby grants to each Lender, and each
Lender hereby acquires from the Issuing Bank, effective upon the issuance of
such Letter of Credit, a participation in such Letter of Credit equal to such
Lender's pro rata share (based on such Lender's Revolving Credit Commitment
Percentage) of the aggregate amount available to be drawn under such Letter of
Credit. In consideration and in furtherance of the foregoing, each Lender hereby
absolutely and unconditionally agrees to pay to the Administrative Agent, on
behalf of the Issuing Bank, in accordance with Section 2.02(d), such Lender's
pro rata share (based on such Lender's Revolving Credit Commitment Percentage)
of each Letter of Credit Disbursement made by the Issuing Bank and not
reimbursed by the Borrower when due in accordance with Section 2.21(g); provided
that the Lenders shall not be obligated to make any such payment with respect to
any wrongful Letter of Credit Disbursement made as a result of the gross
negligence or wilful misconduct of the Issuing Bank.

         (e) Each Lender acknowledges and agrees that its obligation to acquire
participations pursuant to Section 2.21(d) in respect of Letters of Credit is
absolute and unconditional and shall not be affected by any circumstance
whatsoever, including the occurrence and continuance of a Default or Event of
Default, and that each such payment shall be made without any offset, abatement,
withholding or reduction whatsoever (subject only to the proviso set forth in
Section 2.21(d)).

         (f) During the Revolving Credit Availability Period, the Borrower shall
pay to the Administrative Agent, on the last day of March, June, September and
December in each year and on the date on which the Revolving Credit Commitments
shall be terminated as provided herein, (i) for the account of the Lenders,
ratably in proportion to their Revolving Credit Commitments, a fee on the
average daily aggregate amount available to be drawn under all outstanding
Letters of Credit during the preceding quarter (or shorter period commencing
with the date of this Agreement) at a rate per annum equal to the Applicable
Eurodollar Margin from time to time in effect during such period pursuant to
Section 2.06 and (ii) for the account of the Issuing Bank, a fee on the average
daily aggregate amount available to be drawn under all outstanding Letters of
Credit during the preceding quarter (or shorter period commencing with the date
of this Agreement) at a rate per annum equal to 0.125%. Such fees shall be
computed on the basis of the actual number of days elapsed in a year of 360
days. Such fees shall accrue from and including the date of this Agreement to
but excluding the last day of the Revolving Credit Availability Period. In
addition to the foregoing, the Borrower shall pay directly to the Issuing Bank,
for its account, payable within 15 days after demand therefor by the Issuing
Bank, the Issuing Bank's customary processing and documentation fees in
connection with the issuance or amendment of or payment on any Letter of Credit.
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         (g) The Borrower hereby agrees to reimburse the Issuing Bank for any
payment or disbursement made by the Issuing Bank under any Letter of Credit, by
making payment in immediately available funds to the Administrative Agent within
one Business Day after receipt of notice of such payment or disbursement, in an
amount equal to the amount of such payment or disbursement, plus interest on the



amount so paid or disbursed by the Issuing Bank, to the extent not reimbursed
prior to 3:00 p.m. (Boston time) on the date of such payment or disbursement,
from and including the date paid or disbursed to but excluding the date the
Issuing Bank is reimbursed by the Borrower therefor, at a rate per annum equal
to the rate applicable to ABR Revolving Loans during such period pursuant to
Section 2.06. If the Borrower shall fail to pay any amount required to be paid
by it under this Section 2.21(g) when due, such unpaid amount shall bear
interest as provided in Section 2.07. The Issuing Bank shall give the Borrower
prompt notice of each drawing under any Letter of Credit, provided that the
failure to give any such notice shall in no way affect, impair or diminish the
Borrower's obligations hereunder. The Administrative Agent shall promptly pay
any such amounts received by it to the Issuing Bank.

         (h) The Borrower's obligation to reimburse Letter of Credit
Disbursements as provided in Section 2.21(g) shall be absolute, unconditional
and irrevocable and shall be performed strictly in accordance with the terms of
this Agreement under any and all circumstances whatsoever, and irrespective of:

                  (i) any lack of validity or enforceability of any Letter of
         Credit or any other Loan Document;

                  (ii) the existence of any claim, setoff, defense or other
         right which the Borrower, any Subsidiary or any other Person may at any
         time have against the beneficiary under any Letter of Credit, the
         Issuing Bank, any Agent, any Lender or any other Person in connection
         with this Agreement, any other Loan Document or any other related or
         unrelated agreement or transaction;

                  (iii) any draft or other document presented under a Letter of
         Credit proving to be forged, fraudulent, invalid or insufficient in any
         respect or failing to comply with the Uniform Customs and Practices for
         Documentary Credits, as in effect from time to time, or any statement
         therein being untrue or inaccurate in any respect;

                  (iv) payment by the Issuing Bank under a Letter of Credit
         against presentation of a draft or other document which does not comply
         with the terms of such Letter of Credit; provided that such payment was
         not wrongfully made as a result of the gross negligence or wilful
         misconduct of the Issuing Bank; and

                  (v) any other act or omission or delay of any kind or any
         other circumstance or event whatsoever, whether or not similar to any
         of the foregoing and whether or not foreseeable, that might, but for
         the provisions of this Section 2.21(h), constitute a legal or equitable
         discharge of the Borrower's obligations hereunder.

         (i) It is expressly understood and agreed that, for purposes of
determining whether a wrongful payment under a Letter of Credit resulted from
the Issuing Bank's gross negligence or
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wilful misconduct, (i) the Issuing Bank's acceptance of documents that appear on
their face to be in order, without responsibility for further investigation,
regardless of any notice or information to the contrary, (ii) the Issuing Bank's
exclusive reliance on the documents presented to it under such Letter of Credit
as to any and all matters set forth therein, including the amount of any draft
presented under such Letter of Credit, whether or not the amount due to the
beneficiary thereunder equals the amount of such draft and whether or not any
document presented pursuant to such Letter of Credit proves to be insufficient
in any respect (so long as such document on its face appears to be in order),
and whether or not any other statement or any other document presented pursuant
to such Letter of Credit proves to be forged or invalid or any statement therein
proves to be inaccurate or untrue in any respect whatsoever and (iii) any
noncompliance in any immaterial respect of the documents presented under such
Letter of Credit with the terms thereof shall, in each case, be deemed not to
constitute wilful misconduct or gross negligence of the Issuing Bank. It is
further understood and agreed that, notwithstanding the proviso to clause (iv)
of Section 2.21(h), the Borrower's obligation hereunder to reimburse Letter of
Credit Disbursements will not be excused by the gross negligence or wilful
misconduct of the Issuing Bank to the extent that such Letter of Credit
Disbursement actually discharged a liability of, or otherwise benefited, or was
recovered by, the Borrower; provided that the foregoing shall not be construed



to excuse the Issuing Bank from liability to the Borrower to the extent of any
direct damages suffered by the Borrower that are caused by the Issuing Bank's
gross negligence or wilful misconduct in determining whether drafts and other
documents presented under a Letter of Credit comply with the terms thereof.

         (j) The Issuing Bank shall, promptly following its receipt thereof,
examine all documents purporting to represent a demand for payment under a
Letter of Credit, including as to compliance with the Uniform Customs and
Practices for Documentary Credits, as then in effect. The Issuing Bank shall as
promptly as possible give telephonic notification, confirmed by telex or
telecopy, to the Administrative Agent and the Borrower of such demand for
payment and whether the Issuing Bank has made or will make a Letter of Credit
Disbursement thereunder, provided that the failure to give such notice shall not
relieve the Borrower of its obligation to reimburse any such Letter of Credit
Disbursement in accordance with this Section 2.21. The Administrative Agent
shall promptly give each Lender notice thereof.

         (k) In the event that the Borrower is required or elects pursuant to
the terms of this Agreement (other than Sections 2.11(h) and 7.01) to provide
cash collateral in respect of the Letter of Credit Exposure of any Class, the
Borrower shall deposit in an account with the Administrative Agent an amount in
cash equal to the Letter of Credit Exposure of such Class (or such lesser amount
as shall be required or elected hereunder). Any such deposit shall be held by
the Administrative Agent in accordance with the Cash Collateral Agreement. In
the event that the Borrower is required pursuant to the terms of Section 2.11(h)
or Section 7.01 of this Agreement to provide cash collateral in respect of the
Letter of Credit Exposure of any Class, the Borrower shall deposit such cash
collateral in an account with the Trustee pursuant to the Trust Agreement. Such
deposit shall be held by the Trustee in accordance with the Trust Agreement. Any
such deposit to be held by the Administrative Agent or the Trustee, as provided
herein, shall be accompanied by notice from the Borrower, in form satisfactory
to the Administrative Agent or the Trustee, as the case may be, setting forth
the basis for such deposit, identifying in reasonable detail the Letters of
Credit to which such deposit relates, and setting forth any other
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information related to such deposit reasonably requested by the Administrative
Agent or the Trustee, as the case may be. The Borrower shall promptly provide
the Administrative Agent with a copy of any such notice to the Trustee and shall
promptly provide the Trustee with a copy of any such notice to the Borrower.

                                  ARTICLE III

                         REPRESENTATIONS AND WARRANTIES

         The Borrower represents and warrants to each of the Lenders that:

         Section 3.01 Organization; Powers. Each of the Borrower and the Loan
Parties (a) is a limited partnership (in the case of the Borrower and the Public
Partnership) or a limited liability company or a corporation (in the case of the
other Loan Parties) duly organized, validly existing and in good standing under
the laws of the jurisdiction of its organization, (b) has all requisite power
and authority to own its property and assets and to carry on its business as now
conducted and as proposed to be conducted, (c) is duly qualified or registered
to do business and is in good standing as a foreign limited partnership (in the
case of the Borrower and the Public Partnership) or a limited liability company
or corporation (in the case of the other Loan Parties) in all jurisdictions in
which the nature of their respective activities or the character of the
properties they own, lease or use makes such qualification or registration
necessary and in which the failure so to qualify or to be so registered would
have a Material Adverse Effect (and the only such jurisdictions are, in the case
of the Borrower and the Public Partnership, Connecticut, Indiana, Illinois,
Kentucky, Maine, Massachusetts, Michigan, New Hampshire, New Jersey, New York,
Ohio, Pennsylvania, Rhode Island, Texas and West Virginia) and (d) has the power
and authority to execute, deliver and perform its obligations under each of the
Loan Documents and each other agreement or instrument contemplated thereby to
which it is or will be a party, to consummate the transactions contemplated
hereunder and, in the case of the Borrower, to obtain extensions of credit
hereunder.

         Section 3.02 Authorization. The execution, delivery and performance by



each of the Borrower and the Loan Parties of each of the Loan Documents to which
it is or will be a party, the consummation of the transactions contemplated
hereunder and, in the case of the Borrower, the extensions of credit hereunder
(a) have been duly authorized by all requisite action and (b) will not (i)
violate (A) any provision of law, statute, rule or regulation, or of the
agreement of limited partnership, operating agreement, articles of incorporation
or other constitutive documents or by-laws of the Borrower and the other Loan
Parties, (B) any order of any Governmental Authority or (C) any provision of any
indenture, agreement or other instrument, including, without limitation, the
Existing Credit Agreement, the Note Agreement or the Parity Debt Agreements to
which the Borrower or any of the other Loan Parties is a party or by which any
of them or any of their property is or may be bound, (ii) be in conflict with,
result in a breach of or constitute (alone or with notice or lapse of time or
both) a default or give rise to increased, additional, accelerated or guaranteed
rights of any Person under any such indenture, agreement or other instrument,
including, without limitation, the Existing Credit Agreement, the Note Agreement
or the Parity Debt Agreements or (iii) except for the Lien of the Collateral
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Documents, result in the creation or imposition of any Lien upon or with respect
to any property or assets now owned or hereafter acquired by the Borrower or any
of the other Loan Parties.

         Section 3.03 Enforceability. This Agreement has been duly executed and
delivered by the Borrower and constitutes, and each other Loan Document when
executed and delivered by the Borrower or any of the other Loan Parties does or
will constitute, the legal, valid and binding obligation of such party
enforceable against such party in accordance with its terms.

         Section 3.04 Consents and Governmental Approvals. No consent or
approval of, registration or filing with or any other action by (a) any
Governmental Authority, (b) any creditor, including, without limitation, any
creditor or holder under the Existing Credit Agreement, the Note Agreement or
the Parity Debt Agreements, or holder of any Capital Stock of the Borrower, any
of the other Loan Parties or any Affiliate thereof or (c) any other Person is or
will be required in connection with the transactions contemplated hereby, the
Facility or the performance by the Borrower or any of the other Loan Parties of
the Loan Documents to which it is or will be a party, in each case except such
as have been made or obtained and are in full force and effect.

         Section 3.05 Business; Financial Statements. (a) As of the Closing
Date, the Business (as conducted by the Star Gas Group) does not include, and
has never included (whether conducted by the Star Gas Group or any of its
predecessors) the sale, distribution or storage of any petroleum derivative
product (other than propane gas and other than storage of diesel fuel and motor
oil used for vehicles of the Star Gas Group), except on premises listed on
Schedule 3.05(a).

         (b) [Intentionally Omitted].

         (c) The Borrower has delivered to the Agents the unaudited pro forma
balance sheet of the Borrower as of December 31, 2001. Such balance sheet
presents fairly the financial condition of the Borrower as of that date in
accordance with GAAP.

         (d) The Borrower has heretofore furnished to the Lenders (i) the
balance sheet of the Public Partnership as of September 30, 2001] and (ii) the
combined balance sheets of Star Gas Group as of September 30, 2001 and the
related combined statements of operations and cash flows for each of the years
in the three-year period ended September 30, 2001, in each case audited by and
accompanied by the opinion of KPMG LLP, independent public accountants (the
financial statements referred to in clauses (i) and (ii) above, collectively,
the "Audited Financial Statements"). The Audited Financial Statements present
fairly in accordance with GAAP the combined financial position and the combined
results of operations and cash flows of the Star Gas Group as of such dates and
for such periods. Except as set forth on Schedule 3.05(d), the balance sheets
and the notes thereto included in the Audited Financial Statements disclose all
material liabilities, actual or contingent, of the Star Gas Group as of the
dates thereof. Except as set forth on Schedule 3.05(d) and except for
liabilities incurred in the ordinary course of business since the date thereof
(none of which, individually or in the aggregate, would have a Material Adverse



Effect), the unaudited pro forma balance sheet of the Borrower referred to in
paragraph (c) above discloses all material liabilities actual or contingent of
the Borrower as of the Closing
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Date. Notwithstanding the foregoing representation made in the two immediately
preceding sentences, such representation will be deemed breached (except for
purposes of Article IV hereof) only to the extent that such representation
involves undisclosed liabilities which could reasonably be expected,
individually or in the aggregate, to have a Material Adverse Effect. The Audited
Financial Statements were prepared in accordance with GAAP applied on a
consistent basis during the periods involved (except as may be indicated in the
notes thereto).

         Section 3.06 No Material Adverse Change. As of the Closing Date, there
has occurred since December 31, 2001, no material adverse change, and there
exists no condition, event or occurrence that, individually or in the aggregate,
could reasonably be expected to result in a material adverse change, in the
business, operations, property or condition (financial or otherwise) of the Star
Gas Group. Since the date of this Agreement, there has occurred no condition,
event or other occurrence that, individually or in the aggregate, has had, and
there exists no condition, event or other occurrence, that, individually or in
the aggregate, could reasonably be expected to have, a Material Adverse Effect.

         Section 3.07 Title to Properties; Possession Under Leases. (a) The
Borrower and the Restricted Subsidiaries will own or hold valid leasehold
interests in all the properties and assets used in the operation of the
Business, except for properties and assets set forth on Schedule 3.07. None of
the properties and assets set forth on Schedule 3.07 is material to the
Business. Each of the Borrower and the Restricted Subsidiaries has good and
marketable title to, or valid leasehold interests in, all its properties and
assets, free and clear of Liens, except for (i) minor defects in title that do
not interfere with its ability to conduct its business as currently conducted or
to utilize such properties and assets for their intended purposes and (ii) Liens
permitted by Section 6.02.

         (b) Schedule 3.07 sets forth, as of the Closing Date, a true, complete
and correct list of (i) all real property owned by the Borrower and the
Restricted Subsidiaries; (ii) all real property leased by the Borrower or any
Restricted Subsidiary; and (iii) the location and use of each such property.

         (c) Each of the Borrower and the Restricted Subsidiaries has complied
with all obligations under all material leases to which it is a party and all
such leases are in full force and effect. Each of the Borrower and the
Restricted Subsidiaries enjoys peaceful and undisturbed possession under all
such material leases.

         Section 3.08 Subsidiaries. Schedule 3.08 sets forth as of the Closing
Date a list of all the Subsidiaries, the respective jurisdictions of
organization thereof and the percentage ownership interest, direct or indirect,
of the Borrower therein.

         Section 3.09 Litigation; Compliance with Laws. (a) Except as set forth
in Schedule 3.09, there are no actions, suits or proceedings at law or in equity
or by or before any Governmental Authority now pending or, to the knowledge of
the Borrower, threatened against or affecting the Borrower, any other Loan Party
or any business, property or rights of the Borrower or any other Loan Party (i)
which involve any Loan Document or the transactions contemplated by this
Agreement or (ii) as to which there is a reasonable possibility of an adverse
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determination and which, if adversely determined, could be reasonably expected
to result, individually or in the aggregate, in a Material Adverse Effect.

         (b) Neither the Borrower nor any other Loan Party is in violation of
any law, rule or regulation, or in default with respect to any judgment, writ,
injunction or decree, of any Governmental Authority, where such violation or
default could be reasonably expected to result, individually or in the
aggregate, in a Material Adverse Effect. Except as set forth in Schedule 3.09,



neither the Borrower nor any other Loan Party has received any written
communication during the past three years from any Governmental Authority that
alleges that the Borrower or any other Loan Party or the Business is not in
compliance in any material respect with any law, rule or regulation or any
judgment, writ, injunction or decree.

         Section 3.10 Agreements. Neither the Borrower nor any of the other Loan
Parties is a party to any agreement or instrument or subject to any corporate
restriction that has resulted or could reasonably be expected to result,
individually or in the aggregate, in a Material Adverse Effect. As of the date
of this Agreement, neither the Borrower nor any of the Restricted Subsidiaries
is a party to any Material Contract and none of the assets or properties of the
Borrower or any Loan Party is or may be bound by any Material Contract.

         Section 3.11 Federal Reserve Regulations. (a) Neither the Borrower nor
any of the other Loan Parties is engaged principally, or as one of its important
activities, in the business of extending credit for the purpose of purchasing or
carrying Margin Stock.

         (b) No part of the proceeds of any Loan and no Letter of Credit will be
used, whether directly or indirectly, and whether immediately, incidentally or
ultimately, for any purpose which entails a violation of, or which is
inconsistent with, the provisions of the regulations of the Board, including
Regulation T, U and X.

         Section 3.12 Investment Company Act; Public Utility Holding Company
Act. Neither the Borrower nor any of the other Loan Parties is (a) an
"investment company" as defined in, or subject to regulation under, the
Investment Company Act of 1940, (b) a "holding company" as defined in, or
subject to regulation under, the Public Utility Holding Company Act of 1935 or
(c) subject to regulation as a "public utility" or a "public service
corporation" or the equivalent under any Federal or state law.

         Section 3.13 Use of Proceeds. (a) [Intentionally Omitted].

         (b) The proceeds of all Revolving Loans will be used solely (i) to fund
the purchase price of any Eligible Propane Acquisition by the Borrower or any
Restricted Subsidiary or to reimburse the Borrower or any Restricted Subsidiary
for cash amounts paid by the Borrower or such Restricted Subsidiary for the
purchase price of any Eligible Propane Acquisition made by the Borrower or such
Restricted Subsidiary within the six-month period immediately preceding the date
of the Borrowing of the Revolving Loans to which such proceeds relate (provided,
in the case of an acquisition of Capital Stock, that the Person so acquired
becomes a Restricted Subsidiary), (ii) to fund Growth-Related Capital
Expenditures and (iii) for the other purposes set forth in Section 6.01(b) of
the Existing Credit Agreement, Section 10.1(b) of the Note
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Agreement and the comparable provisions in the Parity Debt Agreement, including,
without limitation, to prepay, in whole, the Fleet Parity Note on the Closing
Date. The Letters of Credit will be issued solely to support obligations of the
Borrower incurred in connection with the acquisitions and Growth-Related Capital
Expenditures referred to in this paragraph.

         (c) The proceeds of all Term Loans will be used solely to refinance
Revolving Loans outstanding on the Conversion Date.

         Section 3.14 Tax Returns. Each of the Borrower and its Affiliates has
filed all tax returns required by law to be filed by it and has paid all taxes,
assessments and other governmental charges levied upon it or any of its
properties, assets, income or franchises which are due and payable, other than
(a) those which are not past due or are presently being contested in good faith
by appropriate proceedings diligently conducted for which such reserves or other
appropriate provisions, if any, as shall be required by GAAP have been made and
(b) in the case of any such Person other than the Borrower and the Restricted
Subsidiaries, those which could not reasonably be expected, individually or in
the aggregate, to have a Material Adverse Effect. The Borrower is a limited
partnership not subject to taxation with respect to its income or gross receipts
under applicable Federal laws. The Borrower is a limited partnership not subject
to taxation with respect to its income or gross receipts under applicable state
laws, except for laws of the states set forth on Schedule 3.14, none of which
would, individually or in the aggregate, have a Material Adverse Effect.



         Section 3.15 No Material Misstatements. (a) No information, report,
financial statement, exhibit or schedule furnished by or on behalf of the
Borrower or any of its Affiliates to any Agent or Lender in connection with the
negotiation of any Loan Document or included therein or delivered pursuant
thereto contained, contains or will contain any material misstatement of fact or
omitted, omits or will omit to state any material fact necessary to make the
statements therein, in the light of the circumstances under which they were, are
or will be made, not misleading. There is no fact known to the Borrower which
has or in the future would (so far as the Borrower can now foresee) have a
Material Adverse Effect which has not been set forth in this Agreement
(including the schedules hereto).

         (b) All representations and warranties of the Borrower and Star Gas
Corporation set forth in the Note Agreement, the Existing Credit Agreement and
the Twelfth Amendment thereto, and other Parity Debt Agreements were true and
correct on and as of the date of such agreement and will be true and correct in
all material respects on and as of the Closing Date with the same effect as
though made on and as of the Closing Date, except to the extent such
representations and warranties expressly relate to an earlier date (in which
case such representations and warranties were true and correct in all material
respects on and as of such earlier date).

         Section 3.16 Employee Benefit Plans. Except as disclosed in Schedule
3.16, none of the General Partner, the Borrower or any Related Person of the
General Partner or the Borrower (other than Petro and any Subsidiaries of Petro
(except for the General Partner that is not a Related Person of the Borrower or
the General Partner as of the Closing Date)) has ever established, maintained,
contributed to or been obligated to contribute to, and neither the

                                       54

Borrower nor any Related Person of the Borrower has any liability or obligation
with respect to, any Plan. Neither the Borrower nor any Related Person of the
Borrower has assumed, either by agreement (including the Partnership Agreement
and the Operative Agreements), by operation of law or otherwise, any liability
or obligation with respect to any "employee benefit plan" (as defined in ERISA)
or any other compensation or benefit arrangement, agreement, policy, practice or
understanding. Neither the Borrower nor any Related Person of the Borrower has
any liability or obligation to provide any amount or type of compensation or
benefit in respect of any employee or former employee of the Business which
relates to periods, services performed or benefits or amounts accrued prior to
the transfer of the Business or the Assets pursuant to the Operative Agreements
and the transactions contemplated thereby. Neither the General Partner, nor the
Borrower nor any Related Person of the Borrower, or the General Partner has
incurred any material liability under Title IV of ERISA with respect to any Plan
and no event or condition exists or has occurred as a result of which such a
liability would reasonably be expected to be incurred. None of the General
Partner, the Borrower nor any Related Person of the General Partner or the
Borrower has engaged in any transaction, including the transactions contemplated
hereunder, which could subject the Borrower or any Related Person of the
Borrower to liability pursuant to Section 4069(a) or 4212(c) of ERISA. There has
been no reportable event (within the meaning of Section 4043(b) of ERISA) or any
other event or condition with respect to any Plan which presents a risk of the
termination of, or the appointment of a trustee to administer, any such Plan by
the PBGC. No prohibited transaction (within the meaning of Section 406(a) of
ERISA or Section 4975 of the Code) exists or has occurred with respect to any
Plan which has subjected or could reasonably be expected to subject the General
Partner or the Borrower to a material liability under Section 502(i) or 502(l)
of ERISA or Section 4975 of the Code. No liability to the PBGC (other than
liability for premiums not yet due) has been or is expected to be incurred with
regard to any Plan by the General Partner, the Borrower or any Related Person.
Neither the General Partner, nor the Borrower nor any Related Person of the
General Partner or the Borrower contributes or is obligated to contribute or has
ever contributed or been obligated to contribute to any single employer plan
that has at least two contributing sponsors not under common control. The
Borrower is not, nor is it expected to become, a "substantial employer" as
defined in Section 4001(a)(2) of ERISA with respect to any Plan. Neither the
General Partner nor the Borrower has ever maintained or contributed to any plan
or arrangement which provides post-employment welfare benefits or coverage
(other than continuation coverage provided pursuant to Section 4980B of the
Code).



         Section 3.17 Environmental and Safety Matters. (a) Except as disclosed
in Schedule 3.17, each of the Borrower and the General Partner is in compliance
with all Environmental Laws applicable to it or to the Business, except where
such noncompliance would not have a Material Adverse Effect. The Borrower has
timely and properly applied for renewal of all environmental permits or licenses
that have expired or are about to expire and are necessary for the conduct of
the Business as now conducted and as proposed to be conducted, except where the
failure to timely and properly reapply would not have a Material Adverse Effect.
Schedule 3.17 lists (i) all notices from Federal, state or local environmental
agencies to the Borrower, the General Partner or any Affiliate thereof citing
environmental violations affecting the Business that have not been finally
resolved and disposed of, and no such violation, whether or not notice regarding
such violation is listed on Schedule 3.17, if ultimately resolved against such
party, would have a Material Adverse Effect and (ii) all current reports filed
by the Borrower, the
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General Partner or any Affiliate thereof with respect to the Business with any
Federal, state or local environmental agency having jurisdiction over the
Business, true and complete copies of which reports have been made available to
the Lenders. Notwithstanding any such notice, except for matters the
consequences of which will not have a Material Adverse Effect, the Business is
currently being operated in all respects within the limits set forth in such
environmental permits or licenses and any current noncompliance with such
permits or licenses will not result in any liability or penalty to the Borrower
or the Subsidiaries or in the revocation, loss or termination of any such
environmental permits or licenses.

         (b) Except as disclosed in Schedule 3.17, all facilities located on the
real property owned or leased by the Loan Parties which are subject to
regulation by RCRA are and have been operated in compliance with RCRA, except
where such noncompliance would not have a Material Adverse Effect and none of
the Borrower, the General Partner and their Affiliates has received, or, to the
knowledge of the Borrower, been threatened with, a notice of violation of RCRA
regarding such facilities.

         (c) Except as disclosed in Schedule 3.17, no Hazardous Materials are or
have been located or present at any of the real property owned or leased by the
Loan Parties or any previously owned properties in violation of any
Environmental Law, which violation will have a Material Adverse Effect, or in
such circumstances as to give rise to liability, which liability will have a
Material Adverse Effect, and with respect to such real property there has not
occurred (i) any release or threatened release of any such hazardous substance,
(ii) any discharge or threatened discharge of any substance into ground,
surface, or navigable waters which violates any Environmental Law or (iii) any
assertion of any lien pursuant to Environmental Laws resulting from any use,
spill, discharge or clean-up of any hazardous or toxic substance or waste, which
occurrence referred to in clause (i), (ii) or (iii) above will have a Material
Adverse Effect.

         (d) The Borrower has not received notice that it has been identified as
a potentially responsible party under CERCLA or any comparable state, local or
foreign law nor has the Borrower received any notification that any Hazardous
Materials that it has used, generated, stored, treated, handled, transported or
disposed of or arranged for transport for disposal or treatment of, or arranged
for disposal or treatment of, has been found at any site at which any
Governmental Authority or private party is conducting or plans to conduct a
remedial investigation or other action pursuant to any Environmental Law.

         (e) None of the matters disclosed in Schedule 3.17, either individually
or in the aggregate, involves a violation of or a liability under any
Environmental Law, the consequences of which will have a Material Adverse
Effect.

         Section 3.18 Security Interests. The Trustee for the benefit of the
Secured Parties will at all times have the Liens provided for in the Collateral
Documents and, subject to the filing by the Trustee of continuation statements
to the extent required by the Uniform Commercial Code, the Collateral Documents
will at all times constitute a valid and continuing lien of record and first
priority perfected security interest in all the Collateral referred to therein.
No filings or recordings, or amendments or supplements to any of the Collateral



Documents are required in order to perfect the security interests created under
the Collateral Documents, except for
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amendments, supplements, filings or recordings listed on Schedule 3.18. All such
amendments, supplements, listed filings and recordings were made on or prior to
the Closing Date, except as otherwise expressly provided in Schedule 3.18.

         Section 3.19 Solvency. Upon the making of the initial Loan or the
issuance of the initial Letter of Credit hereunder, each of the Borrower and the
Restricted Subsidiaries will be Solvent. "Solvent" means, with respect to any
Person, that (a) the sum of the assets of such Person, both at a fair valuation
and at present fair saleable value, will exceed the liabilities of such Person,
(b) such Person will have sufficient capital with which to conduct its business
as presently conducted and as proposed to be conducted and (c) such Person has
not incurred debts, and does not intend to incur debts, beyond its ability to
pay such debts as they mature. For purposes of the foregoing definition, "debts"
means any liabilities on claims, and "claim" means (i) a right to payment,
whether or not such right is reduced to judgment, liquidated, unliquidated,
fixed, contingent, matured, unmatured, disputed, undisputed, legal, equitable,
secured or unsecured or (ii) a right to an equitable remedy for breach of
performance if such breach gives rise to a payment, whether or not such right to
an equitable remedy is reduced to judgment, fixed, contingent, matured,
unmatured, disputed, undisputed, secured or unsecured. With respect to any
contingent liabilities, such liabilities shall be computed at the amount which,
in light of all the facts and circumstances existing at the time, represents the
amount which can reasonably be expected to become an actual or matured
liability.

         Section 3.20 Transactions with Affiliates. Except as set forth in
Schedule 3.20 and except for agreements and arrangements among the Borrower and
Wholly Owned Restricted Subsidiaries or among Wholly Owned Restricted
Subsidiaries, neither the Borrower nor any of the Subsidiaries is a party to,
and none of the properties and assets of the Borrower or any of the Subsidiaries
is subject to or bound by, any agreement or arrangement with, and neither the
Borrower nor any of the Subsidiaries is engaged in any transaction with, (a) any
Affiliate of the Borrower or any of the Subsidiaries or (b) any Affiliate of
Petro or the General Partner.

         Section 3.21 Ownership. The only general partner of the Borrower is the
General Partner. The General Partner owns a 0.01% general partnership interest
in the Borrower. The only limited partner of the Borrower is the Public
Partnership. The Public Partnership owns a 99.99% limited partner interest in
the Borrower. The only general partner of the Public Partnership is the General
Partner.

         Section 3.22 Insurance. The Borrower and the Subsidiaries maintain with
Permitted Insurers policies of fire and casualty, liability, business
interruption and other forms of insurance in such amounts, with such deductibles
and against such risks and losses as are reasonable for the business and assets
of the Borrower and the Subsidiaries. All such policies are in full force and
effect, all premiums due and payable thereon have been paid (other than
retroactive or retrospective premium adjustments that are not yet, but may be,
required to be paid with respect to any period ending prior to the Closing Date
under comprehensive general liability and workmen's compensation insurance
policies) and no notice of cancellation or termination has been received with
respect to any such policy which has not been replaced on substantially similar
terms prior to the date of such cancellation. The activities and operations of
the Borrower
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and the Subsidiaries have been conducted in a manner so as to conform in all
material respects to all applicable provisions of such insurance policies.

         Section 3.23 Labor Relations. Neither the Borrower nor any of the
Subsidiaries is engaged in unfair labor practice that could reasonably be
expected to have, individually or in the aggregate, a Material Adverse Effect.
There is (a) no unfair labor practice complaint pending against the Borrower or



any of the Subsidiaries or affecting the Business or, to the knowledge of the
Borrower, threatened against any of them, before the National Labor Relations
Board, (b) no grievance or arbitration proceeding arising out of or under any
collective bargaining agreement pending against the Borrower or any of the
Subsidiaries or affecting the Business or, to the knowledge of the Borrower,
threatened against any of them, (c) no strike, labor dispute, slowdown or
stoppage pending against the Borrower or any of the Subsidiaries or, to the
knowledge of the Borrower, threatened against the Borrower or any of the
Subsidiaries, (d) to the knowledge of the Borrower, no union representation
question existing with respect to the employees of the Borrower or any of the
Subsidiaries and (e) to the knowledge of the Borrower, no union organizing
activities are taking place.

         Section 3.24 Changes, etc. Except as contemplated by this Agreement or
the other Loan Documents, the Borrower and the other Loan Parties have not
incurred any material liabilities or obligations, direct or contingent, or
entered into any material transaction not in the ordinary course of business,
and no events have occurred which, individually or in the aggregate, could have
a Material Adverse Effect, and there has not been any Restricted Payment of any
kind declared, paid or made by the Borrower or the General Partner.

         Section 3.25 Indebtedness. Other than the Indebtedness represented by
the Mortgage Notes, the Notes (as defined in the Existing Credit Agreement),
1998 Parity Notes, 2000 Parity Notes, 2001 Parity Notes and the Fleet Parity
Note (which Fleet Parity Note shall be paid in whole on the Closing Date),
incurred hereunder, none of the Borrower and the Restricted Subsidiaries has any
secured or unsecured Indebtedness outstanding as of the Closing Date. As of the
Closing Date, no instrument or agreement to which the Borrower or any of the
Subsidiaries is a party or by which the Borrower or any of the Subsidiaries is
bound or which is applicable to the Borrower or any of the Subsidiaries (other
than this Agreement, the Note Agreement, the Existing Credit Agreement, the
other Parity Debt Agreements and Fleet Parity Note) contains any restrictions on
the incurrence by the Borrower or any of the Subsidiaries of additional
Indebtedness.

         Section 3.26 Business. (a) The Borrower is in possession of and
operating in compliance in all respects with all franchises, grants,
authorizations, approvals, licenses, permits, easements, rights-of-way,
consents, certificates and orders required to own, lease or use its properties
and to permit the conduct of the Business as now conducted and proposed to be
conducted, except for those franchises, grants, authorizations, approvals,
licenses, permits, easements, rights-of-way, consents, certificates and orders
(collectively, "Permitted Exceptions") (i) which are not required at this time
and are routine or administrative in nature and are expected in the reasonable
judgment of the Borrower to be obtained or given in the ordinary course of
business after the Closing Date, or (ii) which, if not obtained or given, would
not, individually or in the aggregate, have a Material Adverse Effect.
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         (b) The Borrower has good and marketable title to all of its assets and
properties, subject to no Liens except those permitted under Section 6.02. The
Assets currently owned by the Borrower are all of the assets and properties
necessary to enable the Borrower to conduct the Business.

         (c) (i) Star Gas Corporation has transferred to the Borrower beneficial
and (except in the case of motor vehicles covered by certificates of title where
the certificates of title have been duly executed in favor of the Borrower, the
Lien of the Trustee has been duly provided for thereon and such certificates of
title have been delivered to the Borrower and/or the Trustee), record ownership
of all properties (including trademarks, tradenames and other intellectual
property used in the Business), easements and licenses comprising the Business
and (ii) the Collateral Documents (other than the Trust Agreement), or proper
notices, statements or other instruments in respect thereof, have been duly
recorded, published, registered and filed as required by Section 4.01(d). The
Borrower holds all right, title and interest in and to the trade name "Star Gas"
necessary to conduct the Business, and all other trademarks and trade names used
in the Business and holds exclusive right, title and interest in and to all
customer lists used in the Business.

         Section 3.27 Chief Executive Office. The chief executive office of the
Borrower and the General Partner and the office where each maintains its records
relating to the transactions contemplated by the Operative Agreements are



located at 2187 Atlantic Street, Stamford, CT 06902. The Borrower is only
organized in the State of Delaware and "Star Gas Propane, L.P." is the name as
it appears in official filings in the State of Delaware. The General Partner is
only organized in the State of Delaware and "Star Gas LLC" is the name as it
appears in official filings.

         Section 3.28 Fixed Price Supply Contracts. None of the Borrower and the
Restricted Subsidiaries is a party to any contract for the purchase or supply by
such parties of propane or other product except where (a) the purchase price is
set with reference to a spot index or indices substantially contemporaneously
with the delivery of such product or (b) delivery of such propane or other
product is to be made no more than one year after the purchase price is agreed
to. All such contracts referred to in the foregoing clause (b) which are in
effect on the Closing Date are set forth in Schedule 3.28.

         Section 3.29 Trading and Inventory Policies. The Borrower maintains a
trading policy to the effect that neither it nor any of the Restricted
Subsidiaries will trade any commodities. The Borrower maintains a supply
inventory position policy to the effect that neither it nor any of the
Restricted Subsidiaries will hold on hand, as of any date, more Commodities
Inventory than will be sold in the normal course of business during the
following 90 days. The Borrower and the Restricted Subsidiaries are in
compliance with such policies.

         Section 3.30 Parity Debt. The obligations evidenced by this Agreement
and the Notes constitute Parity Debt (as defined in the Trust Agreement) and
this Agreement shall be considered a Parity Debt Agreement.
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                                   ARTICLE IV

                              CONDITIONS OF LENDING

         Section 4.01 Effectiveness. This Agreement shall become effective when
all of the conditions precedent set forth in this Section 4.01 shall have been
satisfied:

         (a) Each Lender shall have received counterparts of this Agreement
signed by each of the parties hereto.

         (b) Each Lender shall have received duly executed Notes, dated the
Closing Date, complying with the provisions of Section 2.04.

         (c) Each Lender shall have received duly authorized, executed and
delivered counterparts of (i) the General Partner Guarantee Agreement, and
General Partner Consent Agreement dated the Closing Date and (ii) the Subsidiary
Guarantee Agreement, and Subsidiary Consent and Agreement dated the Closing
Date. The General Partner Guarantee Agreement and the Subsidiary Guarantee
Agreement are in full force and effect and constitute the legal, valid and
binding obligations of each of the parties thereto, and no default on the part
of any party thereto shall exist.

         (d) The Trustee on behalf of the Secured Parties shall have a security
interest in the Collateral of the type and priority described in each Collateral
Document, perfected to the extent contemplated by Section 3.18 and each Lender
shall have received:

                  (i) duly authorized, executed and delivered counterparts of
         (A) the Partners Security Agreement, duly executed by the General
         Partner and the Public Partnership and any documents related thereto,
         (B) the Borrower Security Agreement, duly executed by the Borrower, the
         General Partner and the Restricted Subsidiaries, (C) the Public
         Partnership Consent and Agreement dated the Closing Date, (D) the Cash
         Collateral Agreement, duly executed by the Borrower, the Motor Vehicle
         Security Agreements duly executed by the Borrower or the Restricted
         Subsidiary, as the case may be, and (E) a duly completed and executed
         Perfection Certificate from the Borrower dated the Closing Date. The
         Partners Security Agreement, the Borrower Security Agreement, the Cash
         Collateral Agreement and the Motor Vehicle Security Agreements are in
         full force and effect and (i) constitute the valid and binding



         obligation of each such party, (ii) constitute a valid assignment of,
         and create a valid, presently effective security interest of record in
         the property covered thereby and all interests described therein,
         subject to no prior security interest in any such personal property
         other than as specifically permitted therein for the benefit of the
         Lenders under this Agreement, and no default on the part of any such
         party shall exist thereunder;

                  (ii) acknowledgement copies of Uniform Commercial Code
         financing statements which create in favor of the Trustee for the
         benefit of the Secured Parties a valid, legal and perfected security
         interest in or lien on the Collateral that is the subject of the
         Security Agreements;
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                  (iii) certified copies of Requests for Information (form
         UCC-11), or equivalent reports from ChoicePoint or other independent
         search service satisfactory to the Lenders, listing (A) any judgment
         naming any member of the Star Gas Group as judgment debtor, (B) any tax
         lien that names any member of the Star Gas Group as a delinquent
         taxpayer in any of the jurisdictions referred to in clause (iii) above
         and (C) any Uniform Commercial Code financing statement that names any
         member of the Star Gas Group as debtor or seller filed in any of the
         jurisdictions referred to in clause (ii) above;

                  (iv) duly authorized, executed and delivered counterparts of
         each Mortgage (including any amendments or supplements thereto) filed
         by the Borrower, along with duly executed copies of all related
         documents, including landlord waivers, subordination agreements and
         estoppel certificates and legal opinions. The Mortgages are in full
         force and effort and (a) constitute legal, valid and binding
         obligations of the parties thereto, (b) constitute a valid first
         mortgage lien of record on the real property and all other interests
         described therein which may be subjected to a mortgage lien, subject
         only to Permitted Exceptions for the benefit of the Lenders under this
         Agreement, and (c) constitute a valid assignment of, and create a
         valid, presently effective security interest of record in equipment and
         all other interests (other than real property interests) described
         therein for the benefit of the Lenders under this Agreement, subject to
         no prior security interest in such property other than as specifically
         permitted therein, and no default on the part of any party thereto
         shall exist thereunder; and

                  (v) duly authorized, executed and delivered counterparts of
         the Trust Agreement. The Trust Agreement is in full force and effect
         and constitutes the legal, valid and binding obligation of each of the
         parties thereto, and no default on the part of any party thereto shall
         exist thereunder.

         (e) The Trustee shall have received:

                  (i) a mortgagee's policy of title insurance, including
         mechanic's lien coverage, with respect to the properties and facilities
         so identified on Schedule 3.07, issued by a Title Company or Companies
         authorized to issue title insurance in the states in which such
         properties or facilities are located with satisfactory provisions for
         coinsurance or reinsurance, insuring the interest of the Trustee under
         the Collateral Documents as valid first liens on the Mortgaged
         Properties, free of Liens (other than Liens permitted by Section 6.02)
         or other exceptions to title not approved and accepted, such policies
         to be in an amount at least equal to the amounts set forth opposite
         each of the individual properties and facilities so identified on
         Schedule 3.07;

                  (ii) satisfactory copies of "As-Built" ALTA surveys with
         respect to the properties and facilities so identified on Schedule
         3.07, certified to the Trustee and the Title Company or Companies;

                  (iii) satisfactory environmental reviews, audits and
         appraisals of the properties of the Borrower and the Subsidiaries;
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                  (iv) the original stock certificates representing all
         outstanding Capital Stock of the Subsidiaries, along with undated stock
         powers endorsed in blank and duly executed Intercompany Notes;

                  (v) a certificate of the Borrower dated as of the Closing Date
         duly executed by the Borrower addressed to the Trustee complying with
         Section 6 of the Trust Agreement, which shall specify the date and
         principal amount of the Notes, the name, address and tax payer
         identification number of the Lenders and which shall state that this
         Agreement is a Parity Debt Agreement, that this Agreement is entitled
         to the benefits of the Trust Agreement and of the Security (as defined
         in the Trust Agreement) and funds held under Section 4 of the Trust
         Agreement and that this Agreement are subject to the terms of the Trust
         Agreement; and

                  (vi) a duly executed Agreement of Parity Lenders and
         Supplement to Intercreditor Agreement dated as of the Closing Date by
         and between the Borrower and the Lenders in substantially the form
         attached hereto as Exhibit J.

         (f) The Lenders shall have received opinions of Phillips Nizer Benjamin
Krim & Ballon LLP, counsel to the Borrower, substantially in the form of Exhibit
F-1 hereto and local counsel to the Borrower satisfactory to the Lenders for the
states of Minnesota and Ohio, substantially in the form of Exhibit F-2 hereto,
including, without limitation, an opinion from Phillips Nizer Benjamin Krim &
Ballon LLP concerning the parity nature of the Parity Debt to be dated the
Closing Date and addressed to the Lenders and addressed to the Trustee.

         (g) The Lenders shall have received:

                  (i) a certificate, dated the Closing Date and signed by a
         Financial Officer of each of the Loan Parties, confirming compliance
         with the conditions precedent set forth in paragraphs (j), (l), (p) and
         (q) of this Section 4.01;

                  (ii) a copy of the partnership agreement, certificate of
         incorporation or other constitutive documents, including all amendments
         thereto, of each of the Loan Parties, certified as of a recent date by
         the Secretary of State of the State of its organization, and a
         certificate as to the good standing of each such party as of a recent
         date, from such Secretary of State;

                  (iii) a certificate of the Secretary or Assistant Secretary of
         each of the Loan Parties dated the Closing Date and certifying (A) that
         attached thereto is a true and complete copy of the by-laws, operating
         agreement or partnership agreement of such party, as applicable, as in
         effect on the Closing Date and at all times since a date prior to the
         date of the resolutions described in clause (B) below, (B) that
         attached thereto is a true and complete copy of resolutions duly
         adopted by the Board of Directors of such Loan Party (or, in the case
         of the Borrower and the Public Partnership, of the General Partner)
         authorizing the execution, delivery and performance of the Loan
         Documents to which such Loan Party is or will be a party, and, in the
         case of the Borrower, the extensions of credit hereunder, and that such
         resolutions have not been modified,
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         rescinded or amended and are in full force and effect, (C) that the
         certificate of incorporation, certificate of organization or other
         constitutive documents of such Loan Party have not been amended since
         the date of the last amendment thereto shown on the certificate of good
         standing furnished pursuant to clause (ii) above and (D) as to the
         incumbency and specimen signature of each officer executing any Loan
         Document or any other document delivered in connection herewith on
         behalf of such Loan Party;



                  (iv) a certificate of another officer as to the incumbency and
         specimen signature of the Secretary or Assistant Secretary executing
         the certificate pursuant to clause (iii) above;

                  (v) a true and complete copy of a duly, authorized, executed
         and delivered Note Agreement, Existing Credit Agreement, amendment to
         the Existing Credit Agreement satisfactory to the Lenders (the "Twelfth
         Amendment"), Parity Debt Agreements and, as requested by the Lenders,
         other Operative Agreements. The Existing Credit Agreement, the Twelfth
         Amendment, the Note Agreement, the Parity Debt Agreements and all the
         Operative Agreements have been duly authorized, executed and delivered
         by the respective parties thereto, are in full force and effect and
         constitute the legal, valid and binding obligations of the respective
         parties thereto;

                  (vi) The conditions specified in Section 10.1(b) of the Note
         Agreement, Section 6.01(b) of the Existing Credit Agreement and the
         comparable provisions in the Parity Debt Agreements shall have been
         fulfilled and the Lenders shall have received such evidence as they may
         reasonably request (including copies of certificates and opinions
         required by such provisions) demonstrating fulfillment of the
         conditions, including, without limitation, (1) the opinion referred to
         in Section 4.01(f) hereof, (2) a copy of the opinion of Phillips Nizer
         Benjamin Krim & Ballon LLP delivered to the Trustee to the effect that
         the Lien of the Security Documents (as defined in the Trust Agreement)
         has attached and is perfected to the extent additional property and
         assets are being acquired on the Closing Date and (3) a copy of the
         certificate of the Borrower to the Trustee, in form and substance
         satisfactory to the Lenders in their sole discretion, (A) demonstrating
         compliance with the definition of Parity Debt in the Trust Agreement
         and (B) to the extent additional property and assets are being acquired
         on the Closing Date, demonstrating that the principal amount of the
         Indebtedness incurred hereunder does not exceed the lesser of the cost
         to the Borrower of such property or assets and the fair market value of
         such property or assets (as determined in good faith by the General
         Partner); and

                  (vii) such other documents, opinions, certificates and
         agreements in connection with the Facility and the Twelfth Amendment,
         in form and substance satisfactory to the Lenders, as they or their
         counsel shall reasonably request, including counterpart originals or
         certified copies of all the other Operative Agreements.

         (h) Each Lender shall have completed, and shall be satisfied in all
respects with the results of, its due diligence investigation of (i) the
business, assets, condition (financial and otherwise), liabilities (actual and
contingent) and prospects of the Borrower, (iii) litigation, tax,
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accounting, labor, health and safety, environmental, insurance, pension and
other employee benefit matters and (iv) real estate leases, material contracts,
debt agreements, property ownership, and contingent liabilities of the Borrower
and the Subsidiaries.

         (i) Each Lender shall be satisfied with (i) the amount, terms and
conditions (including maturity, amortization, interest rates and fees,
covenants, events of default, redemption and other provisions) of the Mortgage
Notes, the Existing Credit Agreement and the other Parity Debt Agreements and
(ii) the ownership structure of the Borrower, the Public Partnership and the
General Partner.

         (j) There shall not have occurred or become known any material adverse
change or prospective material adverse change with respect to the business,
assets, operations, properties, condition (financial or otherwise), liabilities
(actual or contingent) or prospects of the Borrower from that shown in the
Information and Projections (each as defined in the Commitment Letter dated as
of February 12, 2002 among the General Partner, the Borrower, Fleet National
Bank and Bank of America, N.A.) reviewed by such Lender prior to the date
thereof. There shall not have occurred and be continuing since the date of the
Letter Agreement any materially adverse conditions in the market for bank credit
facilities similar in nature to the Facility or a material disruption of, or a



material adverse conditions in, financial, banking or capital market condition
generally.

         (k) Each Lender, the Administrative Agent, the Issuing Bank and the
Documentation Agent shall have simultaneously executed and delivered this
Agreement.

         (l) (i) The Borrower and the Restricted Subsidiaries shall have no
indebtedness or other liabilities to third parties (including affiliates),
whether accrued, absolute, contingent or threatened, and whether due or to
become due, except in respect of (A) the Facility, (B) the Mortgage Notes, (C)
the Notes (as defined in the Existing Credit Agreement), (D) the 1998 Parity
Notes, the 2000 Parity Notes, the 2001 Parity Notes and the Fleet Parity Note
(which Fleet Parity Note shall be paid in whole on the Closing Date), (E)
[Intentionally omitted], (F) accounts payable and other liabilities disclosed on
Schedule 3.05(d) or the unaudited pro forma balance sheet referred to in Section
3.05(c) and satisfactory in all respects to the Lenders and (G) liabilities
(other than indebtedness for borrowed money) incurred in the ordinary course of
business since December 31, 2001 (none of which other liabilities, individually
or in the aggregate, could have a Material Adverse Effect) and (ii) any liens on
or claims or encumbrances affecting any assets or properties of the Borrower and
the Subsidiaries or any other Collateral (including the Capital Stock of the
Borrower) shall have been released in a manner satisfactory to the Agents.

         (m) The Lenders shall have received (i) financial statements and other
financial information satisfactory in all respects to the Lenders, including
historical, pro forma and projected information, (ii) a statement of the
Borrower dated as of the Closing Date to the effect that there is at least $6
million of net working capital, in each case certified by a Financial Officer of
the Borrower.
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         (n) The Lenders shall have received such information as the Lenders may
request as to the aging and concentration of the accounts receivable of the
Borrower and the Subsidiaries and as to their inventory, and shall have
completed and be satisfied with their review thereof.

         (o) Insurance shall be in full force and effect which complies with the
provisions of this Agreement and the Collateral Documents, and the Lender shall
have received a satisfactory report, on or prior to the Closing Date, from the
Borrower's independent insurance broker, Weeks & Calloway, together with any
other evidence reasonably requested by the Agents, demonstrating that the
insurance required by Section 6.11 and by the terms of the other Loan Documents
is in effect. The Lenders shall be satisfied in all respects with all agreements
and transactions between any of the Borrower and the Subsidiaries, on the one
hand, and any of their Affiliates, on the other hand.

         (p) All governmental, regulatory, shareholder and third party consents,
approvals, filings, registrations and other actions required in order to
consummate the transactions contemplated hereby, the Facility and the Twelfth
Amendment shall have been obtained or made, as applicable, and shall remain in
full force and effect, in each case without the imposition of any condition or
restriction which is, in the judgment of the Lenders, materially adverse to the
Borrower or any of the Subsidiaries. There shall not be any pending proceeding
requesting an injunction or restraining order with respect to the Facility or
the Twelfth Amendment or challenging the validity or enforceability of the
Facility or the Twelfth Amendment.

         (q) The representations and warranties set forth in Article III hereof
and the representations and warranties of the Borrower and the other Loan
Parties set forth in the other Loan Documents shall be true and correct in all
material respects on and as of the Closing Date with the same effect as though
made on and as of the Closing Date, except to the extent such representations
and warranties expressly relate to an earlier date (in which case such
representations and warranties shall be true and correct in all material
respects on and as of such earlier date). No Default or Event of Default shall
have occurred and be continuing.

         (r) The Borrower shall have paid all Fees and other amounts due and
payable to any Agent or Lender on or prior to the Closing Date, including
reimbursement or payment of all reasonable out-of-pocket expenses required to be
reimbursed or paid by the Borrower under the Letter Agreement, the Commitment



Letter dated as of February 12, 2002, among the General Partner, the Borrower,
Fleet National Bank and Bank of America, N.A. or under any Loan Document,
including, without limitation, all reasonable fees and expenses of legal counsel
to the Administrative Agent and the Lenders and all search and filing fees of
ChoicePoint or another company acceptable to the Lenders (to the extent invoices
or statements therefor have been received). The Borrower shall also have paid
all fees, expenses and other amounts due and payable in connection with the
Twelfth Amendment and assignments of commitments under the Existing Credit
Agreement made on the Closing Date.

         (s) On the Closing Date, the commitments under the Fleet Parity Note
shall have been terminated, all loans outstanding thereunder shall have been
repaid in full, together with accrued interest thereon, all letters of credit
issued thereunder shall have been terminated or shall have become Letters of
Credit hereunder and all other amounts owing pursuant to the Fleet
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Parity Note shall have been repaid in full, and the Administrative Agent shall
have received evidence in form, scope and substance satisfactory to it that the
matters set forth in this subsection have been satisfied at such time.

         (t) The Administrative Agent shall have received a Notice of Borrowing
as required by Section 2.03 or a notice requesting the issuance of each Letter
of Credit as required by Section 2.21(c), as applicable, in either case such
notice shall specify a borrowing of at least $2,000,000.

         Section 4.02 All Extensions of Credit. The obligations of the Lenders
to make Loans hereunder, and the obligation of the Issuing Bank to issue Letters
of Credit hereunder, are subject to the satisfaction of the conditions precedent
set forth in this Section 4.02 on the date of each Borrowing and on the date of
issuance of each Letter of Credit:

         (a) The Administrative Agent shall have received a notice of such
Borrowing as required by Section 2.03 or a notice requesting the issuance of a
Letter of Credit as required by Section 2.21(c), as applicable.

         (b) The representations and warranties set forth in Article III hereof
and the representations and warranties of the Borrower and the other Loan
Parties set forth in the other Loan Documents shall be true and correct in all
material respects on and as of the date of such Borrowing or the date of the
issuance of such Letter of Credit with the same effect as though made on and as
of such date, except to the extent such representations and warranties expressly
relate to an earlier date (in which case such representations and warranties
shall be true and correct in all material respects on and as of such earlier
date).

         (c) At the time of and immediately after such Borrowing or the issuance
of such Letter of Credit, the aggregate outstanding principal amount of the
Loans of each Class and the Letter of Credit Exposure of each Class will not
exceed the limitations set forth in Sections 2.01 and 2.21, respectively.

         (d) At the time of and immediately after such Borrowing or the issuance
of such Letter of Credit, no Default or Event of Default shall have occurred and
be continuing.

         (e) At the time of and immediately after any Revolving Credit Borrowing
made or any Letter of Credit issued, the Leverage Ratio as of the date of such
Borrowing or issuance (after giving effect to the acquisition or Growth-Related
Capital Expenditure for which such Borrowing or Letter of Credit is being used)
shall be no greater than 4.50:1.00; and, in the case of each such Borrowing or
issuance of each such Letter of Credit, the Borrower shall have prepared and
furnished to the Agents prior to such Borrowing or issuance pro forma financial
statements demonstrating the fulfillment of such condition to the satisfaction
of the Agents. For purposes of calculating the Leverage Ratio as required by
this Section 4.02(e), Consolidated Cash Flow for the Reference Period shall mean
the greater of (A) Consolidated Cash Flow for the most recent period of four
consecutive fiscal quarters prior to the date of determination and (B) 50% of
Consolidated Cash Flow for the most recent period of eight consecutive fiscal
quarters prior to the date of determination.
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         (f) If Capital Stock is being purchased with proceeds from such
Revolving Credit Borrowing, the Agents and the Trustee shall have received
counterparts of a Supplemental Agreement duly executed by the issuer of such
Capital Stock (and all terms of such Supplemental Agreement shall have been
satisfied).

         (g) In the case of any Revolving Credit Borrowing and Tranche B
Revolving Credit Borrowing (as defined in the Existing Credit Agreement) (or
series of related Revolving Credit Borrowings and Tranche B Revolving Credit
Borrowings (as defined in the Existing Credit Agreement) not in the ordinary
course of business consistent with past practice) in a principal amount, and/or
any Letter of Credit and/or Tranche B Letter of Credit (as defined in the
Existing Credit Agreement) (or series of related Letters of Credit and/or
Tranche B Letters of Credit (as defined in the Existing Credit Agreement) not in
the ordinary course of business consistent with past practice) having a face
amount, in excess of $1,500,000 to be used for Growth-Related Capital
Expenditures, (i) the Agents shall be satisfied with all aspects of such
Growth-Related Capital Expenditures, including all legal, tax and accounting
matters relating such Growth-Related Capital Expenditures and the terms of all
agreements and instruments to be entered into in connection with such
Growth-Related Capital Expenditures, (ii) the Agents shall be satisfied with all
legal matters and documentation incident to such Growth-Related Capital
Expenditures and all corporate and other proceedings taken or to be taken in
connection therewith and (iii) the Agents shall have received (A) all financial
information reasonably requested by the Agents in connection with such
Growth-Related Capital Expenditures and (B) a statement of sources and uses of
funds in connection with such Growth-Related Capital Expenditures, in each case
certified by a Financial Officer of the Borrower.

         (h) All components of such acquisition or Growth-Related Capital
Expenditure shall be consummated in accordance with applicable laws and
regulations.

         (i) All governmental, regulatory, shareholder and third party consents,
approvals, filings, registrations and other actions required in order to
consummate such acquisition or Growth-Related Capital Expenditure (other than
any such actions the absence of which could not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect) shall have
been obtained or made and shall remain in full force and effect, without the
imposition of any condition or restriction which is, materially adverse to the
Borrower or any of the Subsidiaries.

         (j) There shall not be any pending proceeding requesting an injunction
or restraining order with respect to such acquisition or Growth-Related Capital
Expenditure or challenging the validity or enforceability of such acquisition or
Growth-Related Capital Expenditure.

         (k) The Agents shall have received an Officers' Certificate, dated the
date of such Revolving Credit Borrowing or issuance of such Letter of Credit, to
the effect that the use of proceeds of such Borrowing or such Letter of Credit
complies with Section 3.13(b), specifying the basis for such conclusion in
reasonable detail.

         (l) In the case of any issuance of a Letter of Credit, immediately
following the issuance of such Letter of Credit, the aggregate undrawn amount of
the sum of all outstanding
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Letters of Credit and all Tranche B Letters of Credit (as defined in the
Existing Credit Agreement) shall not exceed $12,500,000.

         (m) The Borrowers shall have directly paid in full to ChoicePoint or
any other Company acceptable to the Lenders, all invoices of ChoicePoint or any
such Company for any Uniform Commercial Code Search (lien, tax or judgment) and
filings and no such invoices shall be unpaid.

Each Revolving Credit Borrowing hereunder and each request for the issuance of a
Letter of Credit hereunder shall be deemed to constitute a representation and
warranty by the Borrower on the date of such Borrowing or issuance as to the



matters specified in paragraphs (b), (c), (d), (e), (h), (i), (j) and (l) of
this Section 4.02. For purposes of this Section 4.02, the "issuance" of a Letter
of Credit shall include any extension, renewal or amendment of a Letter of
Credit.

                                   ARTICLE V

                  ACCOUNTING; FINANCIAL STATEMENTS; INSPECTION

         The Borrower covenants and agrees with each Lender that so long as this
Agreement shall remain in effect or any Facilities Obligations shall be unpaid,
and until the Commitments have been terminated and the Loans, together with
interest, Fees and all other Facilities Obligations have been paid in full, all
Letters of Credit have been cancelled or have expired and all Letter of Credit
Disbursements have been reimbursed in full, unless the Required Lenders shall
otherwise consent in writing:

         Section 5.01 Accounting. The Borrower will maintain, and will cause
each Restricted Subsidiary to maintain, a system of accounting established and
administered in accordance with GAAP, and will accrue, and will cause each
Restricted Subsidiary to accrue, all such liabilities as shall be required by
GAAP.

         Section 5.02 Financial Statements. The Borrower will deliver to the
Lenders:

         (a) as soon as practicable, but in any event within 45 days after the
end of each of the first three quarterly fiscal periods in each fiscal year of
the Borrower, consolidated (and (A) if the Restricted Subsidiaries constitute a
Substantial Portion (as defined below), then as to the Restricted Subsidiaries
or (B) if the Restricted Subsidiaries do not constitute a Substantial Portion,
but one or more Restricted Subsidiaries have outstanding Indebtedness owing to
Persons other than the Borrower or any Restricted Subsidiary, other than the
Star/Petro Intercompany Subordinated Debt, then as to such Restricted
Subsidiaries, consolidating) balance sheets of the Borrower and the Restricted
Subsidiaries as at the end of such period and the related consolidated (and, as
to statements of income and cash flows, if applicable and as appropriate,
consolidating) statements of income, surplus or partners' capital, cash flows
and stockholders' equity of the Borrower and the Restricted Subsidiaries for
such period and for the period from the beginning of the current fiscal year to
the end of such quarterly period, setting forth in each case in comparative form
the consolidated and, where applicable and as appropriate, consolidating figures
for the corresponding periods of the previous fiscal year, all in reasonable
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detail and certified by the principal financial officer of the General Partner
as presenting fairly, in all material respects, the information contained
therein (subject to changes resulting from normal year-end adjustments), in
accordance with GAAP (except as noted in the proviso that follows) applied on a
basis consistent with prior fiscal periods; provided that, it is understood that
the financial statements provided in accordance with this Section 5.02(a) shall
be adjusted to show Petro Holdings as consolidated with the Borrower; provided
that delivery within the time period specified above of copies of the Public
Partnership's Quarterly Report on Form 10-Q prepared in compliance with the
requirements therefor and filed with the SEC shall be deemed to satisfy the
requirements hereof, but only to the extent such reports otherwise satisfy the
requirements of this Section 5.02(a), so long as the Public Partnership does not
conduct any material business or activity other than holding Capital Stock of
the Borrower; and provided further that, for purposes of this Section 5.02,
"Substantial Portion" shall mean that either (X) the book value of the assets of
the Restricted Subsidiaries exceeds 5% of the book value of the consolidated
assets of the Borrower and the Restricted Subsidiaries or (Y) the Restricted
Subsidiaries account for more than 5% of the Consolidated Net Income of the
Borrower and its Restricted Subsidiaries (it being agreed that the net income of
Unrestricted Subsidiaries shall not be consolidated with the Borrower and the
Restricted Subsidiaries for purposes of this calculation of Consolidated Net
Income), in each case in respect of the four fiscal quarters ended as of the
date of the applicable financial statement; provided that, with respect to
Star/Petro, (i) the book value of the common stock of Petro Holdings shall be
excluded from the determination of Substantial Portion in clause (X) above and
(ii) the income of Petro Holdings shall be excluded from the determination of
Substantial Portion in clause (Y) above;



         (b) as soon as practicable, but in any event within 90 days after the
end of each fiscal year of the Borrower ending after the date of this Agreement,
consolidated (and (A) if the Restricted Subsidiaries constitute a Substantial
Portion, then as to the Restricted Subsidiaries or (B) if the Restricted
Subsidiaries do not constitute a Substantial Portion, but one or more Restricted
Subsidiaries have outstanding Indebtedness owing to Persons other than the
Borrower or any Restricted Subsidiary other than the Star/Petro Intercompany
Subordinated Debt, then as to such Restricted Subsidiaries, consolidating)
balance sheets of the Borrower and the Restricted Subsidiaries and the
consolidated balance sheet of the General Partner as at the end of such year and
the related consolidated (and, as to statements of income and cash flows, if
applicable and as appropriate, consolidating) statements of income, partners'
capital, cash flows and stockholders' equity of the Borrower and the Restricted
Subsidiaries and the consolidated statements of income, surplus, cash flow and
stockholders' equity of the General Partner for such fiscal year, setting forth
in each case in comparative form the consolidated and, where applicable and as
appropriate, consolidating figures for the previous fiscal year, all in
reasonable detail; provided that, it is understood that the financial statements
provided in accordance with this Section 5.02(b) shall be adjusted to show Petro
Holdings as consolidated with the Borrower, provided that delivery within the
time periods specified above of copies of the Public Partnership's Annual Report
on Form 10-K prepared in compliance with the requirements therefor and filed
with the SEC shall be deemed to satisfy the requirements hereof, but only to the
extent such reports (X) otherwise satisfy the requirements of this Section
5.02(b) so long as the Public Partnership does not conduct any material business
or activity other than holding Capital Stock of the Borrower, (Y) are
accompanied by a report thereon of KPMG LLP or other independent public
accountants of recognized national standing selected by the Borrower and
acceptable to the Required
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Lenders, which report shall state that such consolidated financial statements
present fairly the financial position of the Borrower and its Restricted
Subsidiaries as at the dates indicated and the results of their operations and
cash flows for the periods indicated in conformity with GAAP applied on a basis
consistent with prior years and that the audit by such accountants in connection
with such consolidated financial statements has been made in accordance with
GAAP and (Z) in the case of such consolidated financial statements of the
General Partner and such consolidating financial statements of the Borrower
certified by the principal financial officer of the General Partner, as
presenting fairly the information contained therein, in accordance with GAAP
applied on a basis consistent with prior fiscal periods;

         (c) together with each delivery of financial statements pursuant to
paragraphs (a) and (b) of this Section 5.02 (or, in the case of clause (vi)
below only, within 15 days thereafter), an Officers' Certificate of the Borrower
in the form of Exhibit K hereto (i) stating that the signers have reviewed the
terms of this Agreement and the other Loan Documents, and have made, or caused
to be made under their supervision, a review in reasonable detail of the
transactions and condition of the Borrower and the Restricted Subsidiaries
during the accounting period covered by such financial statements and that the
signers do not have knowledge of the existence and continuance as at the date of
such Officers' Certificate of any condition or event which constitutes an Event
of Default or Default or, if any such condition or event exists, specifying the
nature and period of existence thereof and what action the Borrower has taken or
is taking or proposes to take with respect thereto, (ii) stating whether, since
the date of the most recent financial statements previously delivered, there has
been any material change in GAAP applied in the preparation of the Borrower's
financial statements and, if so, describing such change, (iii) specifying the
amount available at the end of such accounting period for Restricted Payments in
compliance with Section 6.04 and showing in reasonable detail all calculations
required in arriving at such amount, (iv) demonstrating in reasonable detail, if
applicable, compliance during and at the end of such accounting period with the
restrictions contained in Sections 6.01(b), (d), (f) and (h), the last paragraph
of Section 6.01, 6.02(i), 6.03(iv) and 6.07(c)(iii), (v) if not specified in the
related financial statements being delivered pursuant to paragraphs (a) and (b)
above, specifying the aggregate amount of interest paid or accrued by the
Borrower and the Restricted Subsidiaries, and the aggregate amount of
depreciation, depletion and amortization charged on the books of the Borrower
and the Restricted Subsidiaries, during the fiscal period covered by such
financial statements and (vi) describing in reasonable detail the number and



nature of the parcels of real property, or rights thereto or interests therein,
caused to be released by the Borrower from the liens of the Security Documents
pursuant to the Trust Agreement and in the case of the fee owned property, the
sales price of the fee owned property caused to be released by the Borrower
during such accounting period;

         (d) together with each delivery of consolidated financial statements
pursuant to paragraph (b) of this Section 5.02, a written statement by the
independent public accountants giving the report thereon (i) stating that in
connection with their audit examination, the terms of this Agreement and the
other Loan Agreements were reviewed to the extent considered necessary for the
purpose of expression of an opinion on the consolidated financial statements and
for making the statement contained in clause (ii) of this paragraph (d) (it
being understood that no special audit procedures in addition to those required
by generally accepted auditing standards then in effect in the United States
shall be required) and (ii) stating whether, in the
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course of their audit examination, they obtained knowledge (and whether, as of
the date of such written statement, they have knowledge) of the existence and
continuance of any condition or event which constitutes an Event of Default or
Default, and, if so, specifying the nature and period of existence thereof;

         (e) promptly upon receipt thereof, copies of all reports submitted to
the Borrower by independent public accountants in connection with each special
audit or each annual or interim audit of the books of the Borrower or any
Restricted Subsidiary made by such accountants, including the comment letter
submitted by the accountants to management in connection with their annual
audit;

         (f) promptly upon their becoming publicly available, copies of all
financial statements, reports, notices and proxy statements sent or made
available by the Borrower, the General Partner or the Public Partnership to all
of its security holders in compliance with the Exchange Act or any comparable
Federal or state laws relating to the disclosure by any Person of information to
its security holders, of all regular and periodic reports and all registration
statements and prospectuses filed by the Borrower, the General Partner or the
Public Partnership with any securities exchange or with the SEC (other than
Registration Statements on Form S-8), and of all press releases and other
statements made available by the Borrower, the General Partner or the Public
Partnership to the public concerning material developments in the business of
the Borrower, the General Partner or the Public Partnership, as the case may be;

         (g) promptly, but in any event within five days, after any Responsible
Officer knows or should (in the course of the normal performance of his or her
duties) know that (i) any condition or event which constitutes an Event of
Default or Default has occurred or exists, or is expected to occur or exist,
(ii) any Lender has given any notice or taken any other action with respect to a
claimed Event of Default or Default or (iii) any Person has given any notice to
the Borrower or any Restricted Subsidiary or taken any other action with respect
to a claimed default or event or condition of the type referred to in Section
7.01(f), an Officers' Certificate of the Borrower describing the same and the
period of existence thereof and what action the Borrower has taken, is taking
and proposes to take with respect thereto;

         (h) promptly, but in any event within five days, after any Responsible
Officer knows or should (in the course of the normal performance of his or her
duties) know of (i) the commencement of or significant development in any
material litigation or material proceeding (including those regarding
environmental matters) with respect to the Borrower or affecting the Borrower,
any Restricted Subsidiary or any of their assets, a written notice describing in
reasonable detail such commencement of or significant development in such
litigation or proceeding or (ii) any development that has resulted in, or could
reasonably be expected to result in, a Material Adverse Effect, a written notice
describing in reasonable detail such development;

         (i) promptly, but in any event within five days after any Responsible
Officer knows or should (in the course of the normal performance of his or her
duties) know that any of the events or conditions specified below with respect
to any Plan has occurred or exists, or is expected to occur or exist, a
statement setting forth details respecting such event or condition and the



action, if any, that the Borrower or any Related Person has taken, is taking and
proposes to
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take or cause to be taken with respect thereto (and a copy of any notice or
report filed with or given to or communication received from the PBGC, the IRS
or the Department of Labor with respect to such event or condition):

                  (i) any reportable event, as defined in Section 4043(b) of
         ERISA and the regulations issued thereunder;

                  (ii) the filing under Section 4041 of ERISA of a notice of
         intent to terminate any Plan or the termination of any Plan;

                  (iii) a substantial cessation of operations within the meaning
         of Section 4062(e) of ERISA under circumstances which could result in
         the treatment of the Borrower or any Related Person as a substantial
         employer under a "multiple employer plan" or the application of the
         provisions of Section 4062, 4063 or 4064 of ERISA to the Borrower or
         any Related Person;

                  (iv) the taking of any steps by the PBGC or the institution by
         the PBGC of proceedings under Section 4042 of ERISA for the termination
         of, or the appointment of a trustee to administer, any Plan, or the
         receipt by the Borrower or any Related Person of a notice from a
         Multiemployer Plan that such action has been taken by the PBGC with
         respect to such Multiemployer Plan;

                  (v) the complete or partial withdrawal by the Borrower or any
         Related Person under Section 4063, 4203 or 4205 of ERISA from a Plan
         which is a "multiple employer plan" or a Multiemployer Plan, or the
         receipt by the Borrower or any Related Person of notice from a
         Multiemployer Plan regarding any alleged withdrawal or that it intends
         to impose withdrawal liability on the Borrower or any Related Person or
         that it is in reorganization or is insolvent within the meaning of
         Section 4241 or 4245 of ERISA or that it intends to terminate under
         Section 404lA of ERISA or from a "multiple employer plan" that it
         intends to terminate;

                  (vi) the taking of any steps concerning the threat or the
         institution of a proceeding against the Borrower or any Related Person
         to enforce Section 515 of ERISA;

                  (vii) the occurrence or existence of any event or series of
         events which could result in a liability to the Borrower or any Related
         Person pursuant to Section 4069(a) or 4212(c) of ERISA;

                  (viii) the failure to make a contribution to any Plan, which
         failure, either alone or when taken together with any other such
         failure, is sufficient to result in the imposition of a lien on any
         property of the Borrower or any Related Person pursuant to Section
         302(0 of ERISA or Section 412(n) of the Code or could result in the
         imposition of a material tax or material penalty pursuant to Section
         4971 of the Code on the Borrower or any Related Person;

                  (ix) the amendment of any Plan in a manner which would be
         treated as a termination of such Plan under Section 4041(e) of ERISA or
         require the Borrower or
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         any Related Person to provide security to such Plan pursuant to Section
         307 of ERISA or Section 401(a)(29) of the Code; or

                  (x) the incurrence of liability in connection with the
         occurrence of a "prohibited transaction" (within the meaning of Section
         406 of ERISA or Section 4975 of the Code);

         (j) promptly, but in any event within five days, after an officer of
any of the Borrower, any Subsidiary or the General Partner receives any notice



or request from any Person (other than any agent, attorney or similar party
employed by the Borrower or the General Partner) for information, or if the
Borrower, any Subsidiary or the General Partner by an officer provides any
notice or information to any such Person (other than any agent, attorney or
similar party employed by the Borrower or the General Partner), concerning the
presence or release of any hazardous substance (as defined in CERCLA) or
hazardous waste (as defined in RCRA) or other contaminants (as defined by any
applicable Federal, state, local or foreign laws) within, on, from, relating to
or affecting any property owned, leased, or subleased by the Borrower or any
Subsidiary, copies of each such notice, request or information;

         (k) [Intentionally Omitted];

         (l) as soon as available, and in any event no later than 30 days after
the end of each fiscal year of the Borrower, quarterly financial projections for
the next fiscal year, including all material assumptions to such projections;

         (m) within 15 days of receipt, any management letter issued or provided
by the auditors of the Borrower or any Restricted Subsidiary; and

         (n) promptly, from time to time, such other information regarding the
operations, business affairs and financial condition of the Borrower, any other
Loan Party or (to the extent such information relates to environmental matters
or any material litigation or proceeding) any Unrestricted Subsidiary, or in any
event compliance with the terms of any Loan Document, as any Lender may
reasonably request.

         Section 5.03 Inspection. The Borrower will permit, or cause the General
Partner to permit, any authorized representatives designated by the Lenders to
visit and inspect any of the properties of the Borrower, any Restricted
Subsidiary and (to the extent relating to environmental or litigation matters)
any Unrestricted Subsidiary, and in any event any properties of the General
Partner or of the General Partner's subsidiaries relating to the Business,
including the books of account of the Borrower, the Restricted Subsidiaries,
such Unrestricted Subsidiaries, the General Partner and the General Partner's
subsidiaries, and to make copies and take extracts therefrom, and to discuss its
and their affairs, finances and accounts with its and their officers and (with
reasonable notice) independent public accountants (and by this provision each of
the Borrower and the General Partner authorizes such accountants to discuss with
such representatives the affairs, finances and accounts of the Borrower, any
Restricted Subsidiary, such Unrestricted Subsidiaries, the General Partner or
any of such subsidiaries of the General Partner, as the case may be, all at such
times and as often as may be requested), provided that the Borrower will bear
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the expense for the foregoing if an Event of Default or Default has occurred and
is continuing. Without limitation of the foregoing, the Agents shall have the
right to conduct an audit of the accounts receivable and inventory of the
Borrower and its Restricted Subsidiaries from time to time. The Borrower shall
pay the expenses of the Agents for up to two such audits in any 12-month period
and for any additional audit conducted during the continuance of an Event of
Default.

                                   ARTICLE VI

                        BUSINESS AND FINANCIAL COVENANTS

         The Borrower covenants and agrees with each Lender that so long as this
Agreement shall remain in effect or any Facilities Obligations shall be unpaid,
and until the Commitments have been terminated and the Loans, together with
interest, Fees and all other Facilities Obligations have been paid in full, all
Letters of Credit have been cancelled or have expired and all Letter of Credit
Disbursements have been reimbursed in full, unless the Required Lenders shall
otherwise consent in writing:

         Section 6.01 Indebtedness. The Borrower will not, and will not permit
any Restricted Subsidiary to, directly or indirectly, create, incur, assume,
guarantee or otherwise become or remain directly or indirectly liable with
respect to (collectively, "Incur"), any Indebtedness, except that:

         (a) the Borrower may become and remain liable with respect to the
Indebtedness evidenced by the Mortgage Notes, the Notes (as defined by the



Existing Credit Agreement), the 1998 Parity Notes, the 2000 Parity Notes and the
2001 Parity Notes;

         (b) the Borrower and the Restricted Subsidiaries may become and remain
liable with respect to Funded Debt incurred by the Borrower and the Restricted
Subsidiaries to finance the making of expenditures for the improvement or repair
of or additions to the Assets, or to renew, refund, refinance or replace any
such Funded Debt; provided that (i) the aggregate principal amount of Funded
Debt incurred under this Section 6.01(b) and outstanding at any time shall not
exceed an amount equal to the net cash proceeds received by the Borrower from
the General Partner or from the Public Partnership as a capital contribution, in
each case for the sole purpose of financing such expenditures, (ii) if such
Funded Debt is to be secured under the Collateral Documents as provided in
Section 6.02(h), the agreement or instrument pursuant to which such Funded Debt
is incurred (A) contains no financial or business covenants that are more
restrictive on the Borrower or its Subsidiaries than or that are in addition to
those contained in Section 10 of the Note Agreement (unless prior to or
simultaneously with the incurrence of such Funded Debt, this Agreement and the
other Loan Documents are amended to provide the benefits of such more
restrictive covenants to the Secured Parties thereunder) and (B) specifies no
events of default (other than with respect to the payment of principal and
interest on such Funded Debt or the accuracy of representations and warranties
made in connection with such agreement or instrument) which are capable of
occurring prior to the occurrence of the Events of Default specified in Article
VII hereof (unless prior to or simultaneously with the incurrence of such
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Funded Debt, this Agreement and the other Loan Documents are amended to provide
the benefits of such more restrictive covenants to the Secured Parties
thereunder);

         (c) any Restricted Subsidiary may become and remain liable with respect
to unsecured Indebtedness of such Restricted Subsidiary owing to the Borrower or
to another Restricted Subsidiary; provided that such Indebtedness is created and
is outstanding under an agreement or instrument pursuant to which such
Indebtedness is subordinated to the Notes and the Indebtedness secured under the
Collateral Documents and is evidenced by an Intercompany Note pledged to the
Trustee pursuant to the Borrower Security Agreement;

         (d) the Borrower and the Restricted Subsidiaries may become and remain
liable with respect to unsecured Indebtedness (including, without limitation, in
the case of Indebtedness of Star/Petro, the Star/Petro Intercompany Subordinated
Debt) owing to the General Partner or the Public Partnership; provided that (i)
the aggregate principal amount of such Indebtedness of the Borrower and the
Restricted Subsidiaries outstanding at any time shall not be in excess of
$10,000,000 (plus the Star/Petro Intercompany Subordinated Debt), (ii) such
Indebtedness is created and is outstanding under an agreement or instrument, or
the Star/Petro Intercompany Subordinated Note, as the case may be, pursuant to
which such Indebtedness is subordinated to the Indebtedness secured under the
Collateral Documents at least to the extent provided in the subordination
provisions set forth in Exhibit D and (iii) such Indebtedness is evidenced by a
promissory note, or the Star/Petro Intercompany Subordinated Note, as the case
may be, in form and substance satisfactory to the Required Lenders which is
pledged to the Trustee pursuant to the Partners Security Agreement;

         (e) [Intentionally Omitted];

         (f) the Borrower and the Restricted Subsidiaries may become and remain
liable with respect to Indebtedness, in addition to that otherwise permitted by
the foregoing paragraphs of this Section 6.01, if on the date the Borrower
becomes liable with respect to any such additional Indebtedness and immediately
after giving effect thereto and to the substantially concurrent repayment of any
other Indebtedness (i) the ratio of Consolidated Cash Flow to Consolidated Pro
Forma Debt Service is greater than 2.50 to 1.00 and (ii) the ratio of
Consolidated Cash Flow to Maximum Consolidated Pro Forma Debt Service is greater
than 1.25 to 1.00; provided that, in addition to the foregoing, if such
Indebtedness is Funded Debt incurred by the Borrower or any Restricted
Subsidiary to finance the making of expenditures for the improvement or repair
of or additions to the Assets, and if such Indebtedness is to be secured under
the Collateral Documents as provided in Section 6.02(h), such Indebtedness shall
be incurred pursuant to an agreement or instrument which complies with the



requirements set forth in clause (ii) of the proviso to Section 6.01(b);

         (g) [Intentionally Deleted];

         (h) the Borrower and any Restricted Subsidiary may become and remain
liable with respect to pre-existing Indebtedness relating to any Person,
business or assets acquired by the Borrower or such Restricted Subsidiary, as
the case may be; provided that (i) no condition or event shall exist which
constitutes an Event of Default or Default, (ii) such Indebtedness was not
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incurred in anticipation of the acquisition of such Person, business or assets,
(iii) after giving effect to such Person becoming a Restricted Subsidiary, or
the acquisition of such business or assets, the Borrower or such Restricted
Subsidiary could incur at least $1 of additional Indebtedness in compliance with
the requirements set forth in clauses (i) and (ii) of Section 6.01(f) and (iv)
the acquisition of such Person, business or assets is permitted by all other
applicable provisions of the Loan Documents, including Sections 6.03 and 6.24;

         (i) so long as no Event of Default or Default has occurred and is
continuing, the Borrower and the Restricted Subsidiaries may become and remain
liable with respect to Funded Debt incurred for any extension, renewal,
refunding or replacement of the Mortgage Notes and the Tranche B Notes (as
defined in the Existing Credit Agreement) in an aggregate principal amount not
in excess of $25 million outstanding; provided that (i) the aggregate principal
amount of such Funded Debt shall not exceed the principal amount of such
Indebtedness being extended, renewed, refinanced, refunded, or replaced together
with any accrued interest and Make Whole Amount with respect thereto, (ii) such
Funded Debt could be incurred in compliance with the requirements set forth in
clauses (i) of Section 6.01(f), and (iii) if such Funded Debt is to be secured
under the Collateral Documents as provided in Section 6.02(h), such Funded Debt
is incurred pursuant to an agreement or instrument which complies with the
requirements set forth in clause (ii) of the provision to Section 6.01(b), (iv)
such Funded Debt shall not mature prior to the stated maturity of the
Indebtedness being extended, renewed, refinanced, refunded or replaced and (v)
such Funded Debt shall be secured on a pari passu basis with Indebtedness
secured by the Collateral Documents;

         (j) so long as no Event of Default or Default has occurred and is
continuing, the Borrower and the Restricted Subsidiaries may become and remain
liable with respect to unsecured Indebtedness incurred for any extension,
renewal, refinancing, refunding or replacement of Indebtedness permitted
pursuant to subdivisions (a), (b), (f) or (h) of this Section 6.01; provided
that (i) the principal amount of such unsecured Indebtedness to be incurred
shall not exceed the principal amount of such Indebtedness being extended,
renewed, refinanced, refunded or replaced together with any accrued interest
and, in the case of the Mortgage Notes, Make Whole Amount with respect thereto
and (ii) such unsecured Indebtedness to be incurred shall not mature prior to
the stated maturity of such Indebtedness being extended, renewed, refinanced,
refunded or replaced;

         (k) the Borrower may create and become liable with respect to any
Hedging Agreements and Commodity Hedging Agreements;

         (l) any Restricted Subsidiary may become and remain liable with respect
to Indebtedness evidenced by the Collateral Documents;

         (m) [Intentionally Omitted]; and

         (n) the Borrower may become and remain liable with respect to unsecured
Indebtedness owing to a Seller in connection with the acquisition of an Acquired
Business Entity from such Seller, provided that (i) the aggregate principal
amount of such Indebtedness of the Borrower at any time shall not exceed
$5,000,000, and (ii) the aggregate Consolidated Cash

                                       76

Flow generated by such Acquired Business Entity for so long as such Indebtedness
is outstanding shall exceed the aggregate amount of all principal and interest
that will become due and payable on such Indebtedness until such Indebtedness is



repaid in full.

Notwithstanding the foregoing, the aggregate principal amount of all
Indebtedness of all Restricted Subsidiaries at any time outstanding (other than
Indebtedness secured by the Collateral Documents) shall not exceed $10 million
(plus the Star/Petro Intercompany Subordinated Debt). For the purpose of this
Section 6.01, any Person becoming a Restricted Subsidiary after the date of this
Agreement shall be deemed to have become liable with respect to all of its then
outstanding Indebtedness at the time it becomes a Restricted Subsidiary, and any
Person extending, renewing or refunding any Indebtedness shall be deemed to have
become liable with respect to such Indebtedness at the time of such extension,
renewal or refunding. The Borrower or any Restricted Subsidiary shall be deemed
to have become liable with respect to any Indebtedness securing any real
property acquired by the Borrower or such Restricted Subsidiary, as the case may
be, at the time of such acquisition.

         Section 6.02 Liens, etc. The Borrower will not, and will not permit any
Restricted Subsidiary to, directly or indirectly create, incur, assume or permit
to exist any Lien on or with respect to any property or asset (including any
document or instrument in respect of goods or accounts receivable) of the
Borrower or any Restricted Subsidiary, whether now owned or held or hereafter
acquired, or any income or profits therefrom (whether or not provision is made
for the equal and ratable securing of the Facility Obligations in accordance
with the provisions of Section 6.15), except:

         (a) Liens for taxes, assessments or other governmental charges the
payment of which is not at the time required by Section 6.09;

         (b) Liens of landlords and carriers, vendors, warehousemen, mechanics,
materialmen, repairmen and other like Liens incurred in the ordinary course of
business for sums not yet due or the payment of which is not at the time
required by Section 6.09, in each case not incurred or made in connection with
the borrowing of money, the obtaining of advances or credit or the payment of
the deferred purchase price of property;

         (c) Liens (other than any Lien imposed by ERISA) incurred or deposits
made in the ordinary course of business (i) in connection with workers'
compensation, unemployment insurance and other types of social security or (ii)
to secure (or to obtain letters of credit that secure) the performance of
tenders, statutory obligations, surety and appeal bonds, bids, leases,
performance bonds, purchase, construction or sales contracts and other similar
obligations, in each case not incurred or made in connection with the borrowing
of money, the obtaining of advances or credit or the payment of the deferred
purchase price of property ;

         (d) any attachment or judgment Lien, unless the judgment it secures
shall not, within 60 days after the entry thereof, have been discharged or
execution thereof stayed pending appeal, or shall not have been discharged
within 60 days after expiration of any such stay;
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         (e) leases or subleases granted to others, easements, rights-of-way,
restrictions and other similar charges or encumbrances, which, in each case are
granted, entered into or created in the ordinary course of the business of the
Borrower or any Restricted Subsidiary and which do not interfere with the
ordinary conduct of the business of the Borrower or any Restricted Subsidiary;

         (f) Liens on property or assets of any Restricted Subsidiary securing
Indebtedness of such Restricted Subsidiary owing to the Borrower or any other
Restricted Subsidiary;

         (g) Liens created by any of the Collateral Documents;

         (h) Liens created by any of the Collateral Documents securing
Indebtedness incurred in accordance with Section 6.01(b), 6.01(i) or 6.01(k)
(but only to the extent such Indebtedness under Section 6.01(k) is incurred to
any Lender) or, to the extent incurred to finance the making of capital
improvements, repairs and additions to the Borrower's Assets, Section 6.01(f)
(but only to the extent such Liens comply with the requirements thereof),
provided that (i) such Liens are effected through an amendment to the Collateral
Documents to the extent necessary to provide the holders of such Indebtedness



equal and ratable security in the property and assets subject to the Collateral
Documents with the Secured Parties, (ii) the Collateral Documents are amended to
the extent necessary to extend the Lien thereof to any property or assets
acquired or otherwise financed with the proceeds of such Indebtedness, (iii) the
Borrower has delivered to the Trustee an Officers' Certificate demonstrating
that the principal amount of such Indebtedness does not exceed the lesser of the
cost to the Borrower of such property or assets and the fair market value of
such property or assets (as determined in good faith by the General Partner) and
to the effect that the amendments to the Collateral Documents required by this
Section 6.02(h) and the filing and recordation of such amendments and related
supplements will not have a Material Adverse Effect and that such incurrence of
Indebtedness pursuant to Section 6.01(b), 6.01(i), 6.01(k) or 6.01(f), as the
case may be, complies in all respects with the requirements of such Section and
(iv) the Borrower has delivered to the Trustee an opinion of counsel reasonably
satisfactory to the Trustee to the effect that the Lien of the Collateral
Documents has attached and is perfected with respect to such additional property
and assets;

         (i) Liens existing on any property of a newly-acquired Restricted
Subsidiary at the time of acquisition or existing prior to the time of
acquisition (and not created in anticipation of such acquisition) upon any
property acquired by the Borrower or any Restricted Subsidiary; provided that
(i) any such Lien shall be confined solely to the item or items of property so
acquired and, if required by the terms of the instrument originally creating
such Lien, other property which is an improvement to or is acquired for specific
use in connection with such acquired property, (ii) the Indebtedness secured by
any such Lien is permitted under Section 6.01(f) or (h) and, in the case of any
such Indebtedness incurred under Section 6.01(f), the total principal amount
thereof is no greater than the excess, if any, of such amount over the aggregate
amount of the unused Revolving Credit Commitments on the date of incurrence
thereof, (iii) the principal amount of the Indebtedness secured by any such Lien
shall at no time exceed an amount equal to the lesser of (A) the cost of such
property to the Borrower or such Restricted Subsidiary, as the case may be, and
(B) the fair market value of such property (as determined in good faith by the
General Partner) at the time of such acquisition by the Borrower or such
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Restricted Subsidiary, (iv) the aggregate principal amount of all Indebtedness
secured by any such Liens shall at no time exceed $5,000,000 and (v) any such
Lien shall not have been created or assumed in contemplation of such acquisition
of a Restricted Subsidiary or property by the Borrower or any Restricted
Subsidiary;

         (j) Liens in amounts not exceeding $100,000 incurred, required or
provided for under state law in connection with self-insurance arrangements;

         (k) Liens arising from or constituting encumbrances or exceptions to
title to the Assets expressly permitted by the Collateral Documents; and

         (l) any Lien renewing, extending or refunding any Lien permitted by the
foregoing paragraphs of this Section 6.02; provided that (i) the Indebtedness
secured by any such Lien shall not exceed the amount of such Indebtedness
outstanding immediately prior to the renewal, extension or refunding of such
Lien, (ii) no Assets encumbered by any such Lien other than the Assets
encumbered immediately prior to such renewal, extension or refunding shall be
encumbered thereby, (iii) the Indebtedness secured by any such Lien shall not
mature prior to the stated maturity of such Indebtedness outstanding immediately
prior to the renewal, extension or refunding of such Lien and (iv) the
Indebtedness secured by any such Lien shall have an Average Life equal to or
greater than the remaining Average Life of such Indebtedness outstanding
immediately prior to the renewal, extension or refunding of such Lien.

         Section 6.03 Investments, Guaranties, etc. The Borrower will not, and
will not permit any Restricted Subsidiary to, directly or indirectly (a) make or
own any Investment in any Person or (b) create or become liable with respect to
any Guaranty, except:

                  (i) the Borrower or any Restricted Subsidiary may make and own
         Investments in Cash Equivalents;

                  (ii) the Borrower and any Restricted Subsidiary may make and



         own Investments in any Restricted Subsidiary or Investments in Capital
         Stock of any Person which simultaneously therewith becomes a Restricted
         Subsidiary;

                  (iii) any Restricted Subsidiary may make and permit to be
         outstanding Investments in the Borrower and may create or become liable
         with respect to any Guarantee in respect of the Facility Obligations,
         the Mortgage Notes, the Existing Credit Agreement, the 1998 Parity
         Notes, the 2000 Parity Notes, the 2001 Parity Notes and any other
         Parity Debt;

                  (iv) (A) the Borrower or any Restricted Subsidiary may make
         and own Investments in the Capital Stock of, or contributions to
         capital in the ordinary course of business of, any Unrestricted
         Subsidiary, except Petro Holdings and its Subsidiaries, if immediately
         after giving effect to the making of any such Investment the aggregate
         amount of all such Investments made and outstanding pursuant to this
         paragraph (iv) shall not at any time exceed $15,000,000 and (ii) the
         aggregate amount of all investments made and outstanding pursuant to
         this clause (iv) as of the end of any fiscal quarter of the

                                       79

         Borrower shall not exceed by more than $5,000,000 the amount of such
         investments as of the immediately preceding fiscal quarter of the
         Borrower, in the cases of both subclauses (i) and (ii) of this clause,
         disregarding any such investment which on the date of determination
         could be made pursuant to clause (ii) of this Section 6.03 and net of
         cash distributions received from all Unrestricted Subsidiaries for such
         period excluding Petro Holdings, since the date hereof, and (B)
         Star/Petro may make and own Investments in Petro Holdings, but only
         with the proceeds of (x) borrowings constituting Star/Petro
         Intercompany Subordinated Debt or (y) capital contributions or equity
         investments indirectly made by the Public Partnership in Star/Petro on
         or after March 25, 1999;

                  (v) the Borrower or any Restricted Subsidiary may make and own
         Investments (A) constituting trade credits or advances to any Person
         incurred in the ordinary course of business, (B) arising out of loans
         and advances to employees for travel, entertainment and relocation
         expenses, in each case incurred in the ordinary course of business or
         (C) acquired by reason of the exercise of customary creditors' rights
         upon default or pursuant to the bankruptcy, insolvency or
         reorganization of a debtor;

                  (vi) the Borrower or any Restricted Subsidiary may create or
         become liable with respect to any Guaranty constituting an obligation,
         warranty or indemnity, not guaranteeing Indebtedness of any Person,
         which is undertaken or made in the ordinary course of business; and

                  (vii) the Borrower may create and become liable with respect
         to Hedging Agreements and Commodity Hedging Agreements.

         Section 6.04 Restricted Payments. (a) The Borrower will not directly or
indirectly declare, order, pay, make or set apart any sum for any Restricted
Payment, except that the Borrower may make, pay or set apart once during each
calendar quarter a Restricted Payment if (i) such Restricted Payment is in an
amount not exceeding Available Cash for the immediately preceding calendar
quarter determined as of the last day of such calendar quarter or thereafter up
to the date of declaration of such Restricted Payment, (ii) prior to and
immediately after giving effect to any such proposed action no condition or
event shall exist which constitutes an Event of Default or Default, (iii) the
ratio of Consolidated Cash Flow to Consolidated Interest Expense for the
Reference Period with respect to the date of such payment is greater than 1.75
to 1.00 and (iv) the Borrower shall have delivered to the Lenders, not later
than the date such Restricted Payment is declared (which declaration date shall
be at least 10 days prior to the date such Restricted Payment is made) an
Officers' Certificate to the effect that such Restricted Payment is permitted
under this Section 6.04 and showing in reasonable detail all calculations
required in arriving at such conclusion, including the calculation of the
aggregate amount available at the end of the preceding quarter for payment of
cash distributions in compliance with this Section 6.04; provided that
Star/Petro may prepay principal amounts outstanding under the Star/Petro



Intercompany Subordinated Debt if and only if (x) the funds used for such
prepayment have been received by Star/Petro directly or indirectly as a capital
contribution made by the Public Partnership or as a dividend from Petro Holdings
on or after March 25, 1999 and (y) prior to and immediately after giving effect
to any such prepayment no condition or event shall exist which constitutes an
Event of Default or Default. The Borrower will not, in any event, directly or

                                       80

indirectly declare, order, pay or make any Restricted Payment except for cash
distributions payable to the holders of its Capital Stock. The Borrower will not
permit any Subsidiary to declare, order, pay or make any Restricted Payment or
to set apart any sum or property for any such purpose (except for Restricted
Payments made solely to the Borrower or any Wholly Owned Restricted Subsidiary).

         (b) The Borrower may make, pay or set apart once within 45 days from
the last day of each calendar quarter a Restricted Payment in an amount equal to
the Petro Holdings Dividends, if any; provided that the following conditions are
met: (i) such Restricted Payment is in an amount not exceeding the Petro
Holdings Dividends less any amounts used to pay principal or interest on the
Star/Petro Intercompany Subordinated Debt in accordance with this Agreement,
(ii) prior to and immediately after giving effect to such proposed Restricted
Payment no condition or event shall exist which constitutes an Event of Default
or Default under Section 7.01(b), (iii) prior to and immediately after giving
effect to such proposed Restricted Payment the ratio of Consolidated Cash Flow
plus the Petro Holdings Dividends to Consolidated Interest Expense (excluding
the interest payable on the Star/Petro Intercompany Subordinated Debt, if any)
for the Reference Period with respect to the date of such payment is greater
than 1.75 to 1.00, and (iv) the Borrower shall have given to the Lenders written
notice thereof on the date such Restricted Payment is declared, which date shall
be at least 10 days prior to the date such Restricted Payment is made. The
Borrower will not, in any event, directly or indirectly declare, order, pay or
make any Restricted Payment except in cash.

         (c) Notwithstanding any other provision of the Star/Petro Intercompany
Subordinated Note, (i) until all amounts due under the Notes, this Agreement and
each of the other Loan Documents have been paid in full, no principal or
interest payment on the Star/Petro Intercompany Subordinated Note may be made,
except (A) if the proceeds used for such repayment have been received from the
proceeds of capital contributions or equity investments indirectly made by the
Public Partnership in Star/Petro on or after March 25, 1999 or from the proceeds
of dividends received from Petro Holdings, (B) with respect to a payment of
interest on the Star/Petro Intercompany Subordinated Note, the ratio of
Consolidated Cash Flow to Consolidated Interest Expense is greater than 2.0 to
1.0 for the four quarters ending on the calendar quarter immediately preceding
such payment and (C) prior to and immediately after giving effect to any such
interest or principal payment, no condition or event shall exist which
constitutes an Event of Default or Default.

         Section 6.05 Transactions with Affiliates. Except for the transactions
or conduct effected pursuant to the Operative Agreements as in effect on the
Closing Date, the Borrower will not, and will not permit any Restricted
Subsidiary to, directly or indirectly, engage in any transaction with any
Affiliate of the Borrower, including the purchase, sale or exchange of assets or
the rendering of any service, except pursuant to the reasonable requirements of
the Borrower's or such Restricted Subsidiary's business and upon fair and
reasonable terms that are no less favorable to the Borrower or such Restricted
Subsidiary, as the case may be, than those which might be obtained in an
arm's-length transaction at the time such transaction is agreed upon from
Persons which are not such an Affiliate; provided that the foregoing limitations
and restrictions shall not apply to any transaction between the Borrower and any
Restricted Subsidiary or between Restricted Subsidiaries.
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         Section 6.06 Prohibited Stock and Indebtedness. The Borrower will not:

         (a) directly or indirectly sell, assign, pledge or otherwise dispose of
any Indebtedness or Capital Stock of (or warrants, rights or options to acquire



Capital Stock of) any Subsidiary, except (i) to a Restricted Subsidiary and (ii)
in the case of the sale of all the Capital Stock of a Restricted Subsidiary as
an entirety, as permitted under Section 6.07;

         (b) permit any Restricted Subsidiary directly or indirectly to sell,
assign, pledge or otherwise dispose of any Indebtedness of (i) the Borrower or
(ii) any other Restricted Subsidiary, or any Capital Stock of (or warrants,
rights or options to acquire Capital Stock of) any other Subsidiary, except (A)
to, in the case of clause (i), the Borrower or, in all other cases, a Restricted
Subsidiary and (B) in the case of the sale of all the Capital Stock of a
Restricted Subsidiary as an entirety, as permitted under Section 6.07;

         (c) permit any Restricted Subsidiary to have outstanding any Preferred
Stock (other than Preferred Stock owned by the Borrower); or

         (d) permit any Subsidiary directly or indirectly to issue or sell
(including in connection with a merger or consolidation of a Restricted
Subsidiary otherwise permitted by Section 6.07(a)) any of its Capital Stock (or
warrants, rights or options to acquire its Capital Stock) except to the Borrower
or a Restricted Subsidiary; provided that, any Restricted Subsidiary may sell,
assign or otherwise dispose of Indebtedness of the Borrower if, assuming such
Indebtedness were incurred immediately after such sale, assignment or
disposition, such Indebtedness would be permitted under Section 6.01 (and, if
such Indebtedness is secured, such Lien would be permitted pursuant to Section
6.02).

         Section 6.07 Consolidation, Merger, Sale of Assets, etc. The Borrower
will not, and will not permit any Restricted Subsidiary to, directly or
indirectly:

         (a) consolidate with or merge into any other Person or permit any other
Person to consolidate with or merge into it; provided that any Restricted
Subsidiary may consolidate with or merge into the Borrower or a Restricted
Subsidiary if, in the case of a consolidation with or merger into the Borrower,
the Borrower shall be the surviving Person and if, immediately after giving
effect to such transaction, no condition or event shall exist which constitutes
an Event of Default or Default; or

         (b) sell, lease, abandon or otherwise dispose of (i) all or
substantially all its assets or (ii) all Capital Stock of any Restricted
Subsidiary as an entirety; provided that any Restricted Subsidiary may sell,
lease or otherwise dispose of all or substantially all its assets to the
Borrower or to a Restricted Subsidiary; or

         (c) sell, lease, abandon or otherwise dispose of any property to any
Person other than the Borrower or any Restricted Subsidiary (except for
dispositions of Inventory in the ordinary course of business); provided that the
Borrower or any Restricted Subsidiary may engage in any such transaction
referred to in this paragraph (c), excluding any such transaction referred to in
paragraph (a) or (b) above, if all of the following conditions are satisfied:
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                  (i) at least 80% of the consideration therefor shall be in the
         form of cash consideration;

                  (ii) immediately after giving effect to such proposed
         disposition no condition or event shall exist which constitutes an
         Event of Default or Default;

                  (iii) either

                           (A) the aggregate net proceeds of all property so
                  disposed of (whether or not leased back) by the Borrower and
                  all Restricted Subsidiaries during the current fiscal year
                  (including property disposed of through dispositions of
                  Capital Stock permitted under Section 6.06 or sales of assets
                  permitted under Section 6.07(b) and including all proceeds
                  under title insurance policies with respect to real property
                  and all Net Insurance Proceeds, self-insurance amount and Net
                  Awards (as defined in the Mortgage) with respect to property
                  lost as a result of damage, destruction or a taking which have



                  not been applied to the cost of Restoration (as defined in the
                  Mortgage)), less the sum of (x) the amount of all such net
                  proceeds previously applied in accordance with paragraph
                  (iii)(B) of this Section 6.07(c) and (y) an amount equal to
                  the purchase price of any assets acquired (so long as (1) such
                  assets were acquired within 180 days prior to the date of such
                  disposal of property, (2) the purchase price of such assets
                  was not previously applied to reduce the amount of net
                  proceeds of property disposed of under this Section 6.07(c),
                  (3) such assets were acquired for subsequent replacement of
                  the property so disposed of or may be productively used in the
                  United States in the conduct of the Business, (4) such assets
                  are subject to the Lien of the Collateral Documents and (5) to
                  the extent such assets were acquired (in whole or in part)
                  with the proceeds of Indebtedness, such Indebtedness has been
                  repaid in full), shall not exceed $5,000,000 during such
                  fiscal year, and when aggregated with such net proceeds of all
                  prior transactions under this Section 6.07(c), shall not
                  exceed $15,000,000;

                           (B) in the event that such net proceeds less the sum
                  of (x) the amount thereof previously applied in accordance
                  with this paragraph (iii)(B) and (y) an amount equal to the
                  purchase price of any assets acquired (so long as (1) such
                  assets were acquired within 180 days prior to the date of such
                  disposal of property, (2) the purchase price of such assets
                  was not previously applied to reduce the amount of net
                  proceeds of property disposed of under this Section 6.07(c),
                  (3) such assets were acquired for subsequent replacement of
                  the property so disposed of or may be productively used in the
                  United States in the conduct of the Business, (4) such assets
                  are subject to the Lien of the Collateral Documents and (5) to
                  the extent such assets were acquired (in whole or in part)
                  with the proceeds of Indebtedness, such Indebtedness has been
                  repaid in full)), during the current fiscal year exceed
                  $5,000,000 or, when aggregated with such net proceeds of all
                  prior transactions under this Section 6.07(c), exceed
                  $15,000,000 (the amount of such excess net proceeds actually
                  realized being herein called "Excess Proceeds"), the Borrower
                  shall promptly pay over to the Trustee such Excess
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                  Proceeds not at the time held by the Trustee for application
                  by the Trustee (I) within 180 days of the date of the disposal
                  or loss of property, to the acquisition of assets in
                  replacement of the property so disposed of or lost or of
                  assets which may be productively used in the United States in
                  the conduct of the Business (and such newly acquired assets
                  shall be subjected to the Lien of the Collateral Documents) or
                  to the cost of Restoration (as defined in the Mortgage), or
                  (II) to the extent of Excess Proceeds not applied pursuant to
                  the immediately preceding clause (I), to the payment and/or
                  prepayment of the Facility Obligations and Parity Debt, if
                  any, pursuant to Section 2.11, all as provided in Section 4(d)
                  of the Trust Agreement and Section 2.11, and the Trustee shall
                  have received an Officers' Certificate from the General
                  Partner certifying that the consideration received for such
                  property is at least equal to its fair value (as determined in
                  good faith by the Board of Directors) and that such
                  consideration has been applied in accordance with the terms of
                  this Agreement; and

                  (iv) in the case of any sale, lease or other disposition of
         Collateral which includes real property (or any interest therein), or
         any sale, lease or other disposition of Collateral resulting in the
         aggregate net proceeds of all such sales, leases or other dispositions
         exceeding $10,000,000, the Trustee shall have received an Officers'
         Certificate from the General Partner certifying that such sale, lease
         or other disposition is in the best interest of the Borrower and will
         not have a Material Adverse Effect.



Notwithstanding the foregoing, the Borrower and any Restricted Subsidiary may
sell or dispose of (x) real property assets sold or disposed of within 12 months
of the acquisition of such assets and (y) all other assets sold or disposed of
within 6 months of the acquisition of such assets, in each case referred to in
clause (x) or (y) constituting a portion of an acquired business; provided that
(1) such assets are specifically designated to the Administrative Agent in
writing prior to such acquisition as assets to be disposed of, (2) the
Administrative Agent shall have received an Officers' Certificate from the
General Partner certifying that the consideration received for such property is
at least equal to its fair market value (as determined in good faith by the
General Partner) and (3) no Event of Default or Default shall have occurred and
be continuing. Such dispositions under this paragraph will not be applied
towards the cumulative limitations in paragraph (c)(iii)(A) of this Section
6.07. The Lenders agree to take, at the expense of the Borrower, all actions
necessary to cause dispositions of Collateral made in compliance with this
Section 6.07 to be made free and clear of the liens created by the Collateral
Documents.

         Section 6.08 Partnership or Corporate Existence etc.; Business. (a) (i)
The Borrower will at all times preserve and keep in full force and effect its
partnership existence and its status as a partnership not taxable as a
corporation for Federal income tax purposes; (ii) the Borrower will cause each
Restricted Subsidiary to keep in full force and effect its partnership or
corporate existence; and (iii) the Borrower will, and will cause each Restricted
Subsidiary to, at all times preserve and keep in full force and effect all of
its material rights and franchises (in each case except as otherwise
specifically permitted in Sections 6.06 and 6.07 and except that the partnership
or corporate existence of any Restricted Subsidiary, and any right or franchise
of the Borrower or any Restricted Subsidiary, may be terminated if, in the good
faith judgment of the
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General Partner, such termination is in the best interest of the Borrower, is
not disadvantageous to the Lenders in any material respect and would not have a
Material Adverse Effect).

         (b) The Borrower will not, and will not permit any Restricted
Subsidiary to, engage in any material line of business substantially different
than the wholesale and retail sale, distribution, and storage of propane gas and
related petroleum derivative products and the related retail sale of supplies
and equipment, including home appliances.

         (c) The Borrower will not, and will not permit any of its Affiliates
to, take any action or refuse to take any reasonable action the effect of which,
if taken or not taken, as the case may be, would be to cause the Public
Partnership or the Borrower to be treated as an association taxable as a
corporation or otherwise to be taxed as an entity other than a partnership for
Federal income tax purposes.

         Section 6.09 Payment of Taxes and Claims. The Borrower will, and will
cause each Subsidiary to, pay all taxes, assessments and other governmental
charges or levies imposed upon it or any of its properties or assets or in
respect of any of its franchises, business, income or profits when the same
become due and payable, but in any event before any penalty or interest accrues
thereon, and all claims (including claims for labor, services, materials and
supplies) for sums which have become due and payable and which by law have or
might become a Lien upon any of its properties or assets, and promptly reimburse
the Agents, the Issuing Bank and the Lenders for any such taxes, assessments,
charges or claims paid by them; provided that no such tax, assessment, charge or
claim need be paid or reimbursed if being contested in good faith by appropriate
proceedings promptly initiated and diligently conducted and if such reserves or
other appropriate provision, if any, as shall be required by GAAP shall have
been made therefor and be adequate in the good faith judgment of the General
Partner.

         Section 6.10 Compliance with ERISA. The Borrower will not, and will not
permit any Subsidiary or Related Person of the Borrower to:

         (a)(i) engage in any transaction in connection with which the Borrower
or any Subsidiary could be subject to either a civil penalty assessed pursuant
to Section 502(i) of ERISA or a tax imposed by Section 4975 of the Code, (ii)



terminate (within the meaning of Title IV of ERISA) or withdraw from any Plan in
a manner, or take, or fail to take, any other action with respect to any Plan
(including a substantial cessation of operations within the meaning of Section
4062(e) of ERISA), (iii) establish, maintain, contribute to or become obligated
to contribute to any welfare benefit plan (as defined in Section 3(1) of ERISA)
or other welfare benefit arrangement which provides post-employment benefits,
which cannot be unilaterally terminated by the Borrower, (iv) fail to make full
payment when due of all amounts which, under the provisions of any Plan or
applicable law, the Borrower or any Subsidiary or Related Person of the Borrower
is required to pay as contributions thereto, result in the imposition of a Lien
or permit to exist any material accumulated funding deficiency, whether or not
waived, with respect to any Plan or (v) engage in any transaction in connection
with which the Borrower, any Subsidiary or any Related Person of the Borrower
could be subject to liability pursuant to section 4069(a) or 4212(c) of ERISA,
if, as a result of any such event, condition or transaction described in clauses
(i) through (v) above, either individually or together with any other such event
or
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condition, could result in (x) the imposition of a Lien on any assets or
property of the Borrower or any Related Person or (y) any liability to the
Borrower, any Subsidiary or any Related Person of the Borrower, which liability
could have a Material Adverse Effect; or

         (b) as of any date of determination (i) permit the amount of unfunded
benefit liabilities under any Plan maintained at such time by the Borrower or
any Subsidiary or Related Persons of the Borrower to exceed the current value of
the assets of any such Plan by more than $250,000 or (ii) permit the aggregate
liability incurred by the Borrower and any Subsidiary and Related Persons of the
Borrower pursuant to Title IV of ERISA with respect to one or more terminations
of, or one or more complete or partial withdrawals from, any Plan to exceed
$1,000,000.

As used in this Section 6.10, the term "accumulated funding deficiency" has the
meaning specified in Section 302 of ERISA and Section 412 of the Code, the term
"current value" has the meaning specified in Section 3 of ERISA and the terms
"benefit liabilities" and "amount of unfunded benefit liabilities" have the
meanings specified in Section 4001 of ERISA.

         Section 6.11 Maintenance of Properties; Insurance. (a) The Borrower
will maintain or cause to be maintained in working order and condition, in
accordance with normal industry standards, all properties used or useful in the
business of the Borrower and the Restricted Subsidiaries and from time to time
will make or cause to be made all appropriate repairs, renewals and replacements
thereof.

         (b) The Borrower will, and will cause each of the Restricted
Subsidiaries to, keep its insurable properties adequately insured at all times
by Permitted Insurers; maintain such other insurance, to such extent and against
such risks, including fire and other risks insured against by extended coverage,
as is customary with companies in the same or similar businesses, including
public liability insurance against claims for personal injury or death or
property damage occurring upon, in, about or in connection with the use of any
properties owned, occupied or controlled by it; maintain such other insurance as
may be required by law or any Collateral Document; and cause each such insurance
policy to name the Trustee, on behalf of the Secured Parties, as an additional
insured or loss payee thereunder. The Borrower will permit the Agents and an
insurance consultant retained by the Agents, at the expense of the Borrower, to
review the insurance policies maintained by the Borrower on an annual basis and
will implement any changes to such policies reasonably recommended by such
consultant.

         Section 6.12 Operative Agreements; Collateral Documents. The Borrower
will, and will cause each Restricted Subsidiary to, perform and comply with all
of its obligations under each of the Operative Agreements to which it is a
party, will enforce each such Operative Agreement against each other party
thereto and will not accept the termination of any such Operative Agreement,
unless the taking of or omitting to take any such action would not have a
Material Adverse Effect and would not be disadvantageous in any material respect
to the Lenders. The Borrower will not, and will not permit any other Loan Party
to, amend, modify or supplement any Operative Agreement or its partnership



agreement, certificate of incorporation or by-laws without the prior written
consent of the Required Lenders; provided that (i) the MLP Agreement and the
Partnership Agreement may be amended, modified or supplemented without
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the prior written consent of the Required Lenders if such amendment,
modification or supplement would not have a Material Adverse Effect and the
Borrower shall have delivered to each Lender a copy of such proposed amendment,
modification or supplement together with an Officer's Certificate describing
such proposed amendment, modification or supplement and confirming that such
proposed amendment, modification or supplement would not have a Material Adverse
Effect and (ii) the Note Agreement may be amended, modified or supplemented
without the prior written consent of the Required Lenders if such amendment,
modification or supplement may be made without the written consent of any
Lenders under the Trust Agreement. The Borrower will not, and will not cause or
permit any of the Restricted Subsidiaries to, enter into any Material Contract,
or any amendment, modification or waiver in respect of any term or condition of
any Material Contract, other than any such contract or any such amendments,
modifications and waivers in respect thereof which could not reasonably be
expected to have a Material Adverse Effect.

         Section 6.13 Chief Executive Office. The Borrower will not move its
chief executive office and the office at which it maintains its records relating
to the transactions contemplated by this Agreement and the Collateral Documents
or change its state of incorporation unless (a) not less than 45 days' prior
written notice of its intention to do so, clearly describing the new location or
state, shall have been given to the Trustee and each Lender and (b) such action,
reasonably satisfactory to the Trustee and each Lender, to maintain any security
interest in the property subject to the Collateral Documents at all times fully
perfected and in full force and effect shall have been taken.

         Section 6.14 [Intentionally Omitted].

         Section 6.15 Covenant to Secure Notes Equally. The Borrower covenants
that, if it or any Restricted Subsidiary shall create or assume any Lien upon
any of its property or assets, whether now owned or hereafter acquired, other
than Liens permitted by the provisions of Section 6.02 (unless prior written
consent to the creation or assumption thereof shall have been obtained from the
Required Lenders), it will make or cause to be made effective provision whereby
the Facility Obligations will be secured by such Lien equally and ratably with
any and all other Indebtedness thereby secured so long as any such other
Indebtedness shall be so secured; provided, however, that the provision of such
equal and ratable security shall not constitute a cure or waiver of any related
Event of Default.

         Section 6.16 Compliance with Laws. (a) The Borrower will, and will
cause each Subsidiary to, comply with all applicable statutes, rules,
regulations, and orders of, and all applicable restrictions imposed by, the
United States of America, foreign countries, states, provinces and
municipalities, and of or by any Governmental Authority, including any court,
arbitrator or grand jury, in respect of the conduct of their respective
businesses and the ownership of their respective properties or business, except
such as are being contested in good faith by appropriate proceedings promptly
initiated and diligently conducted and if such reserve or other appropriate
provision, if any, as shall be required by GAAP shall have been made therefor or
the failure to so comply could not reasonably be expected to have a Material
Adverse Effect.
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         (b) The Borrower will, and will cause each Restricted Subsidiary to,
comply with all Environmental Laws, other than noncompliance which could not
reasonably be expected to result in a Material Adverse Effect, individually or
in the aggregate with any other liability under any Environmental Laws.

         (c) The Borrower will, and will cause each Restricted Subsidiary to,
promptly give notice to the Administrative Agent upon becoming aware of (i) any
violation of or notice of potential liability under any Environmental Law or



(ii) any release or threatened release of any Hazardous Material at, on, into,
under or from any real property of any facility or equipment thereat in excess
of reportable or allowable standards or levels under any Environmental Law, or
in a manner and/or amount which could reasonably be expected to result in
liability under any Environmental Law, which liability would result in a
Material Adverse Effect.

         (d) The Borrower will, and will cause each Restricted Subsidiary to,
promptly provide the Administrative Agent with copies of any notice, submission
or documentation provided by the Borrower or any Restricted Subsidiary to the
Governmental Authority or third party under any Environmental Law if the matter
which is the subject of the notice, submission or other documentation could
reasonably be expected to have a Material Adverse Effect. Such notice,
submission or documentation shall be provided to the Administrative Agent
promptly and, in any event, within 30 days after such material is provided to
the Governmental Authority or third party.

         Section 6.17 Further Assurances. (a) At any time and from time to time
promptly, the Borrower shall, at its expense, execute and deliver to each Lender
and to the Trustee such further instruments and documents, and take such further
action, as may be required under applicable law or as the Lenders may from time
to time reasonably request, in order to further carry out the intent and purpose
of this Agreement and to establish and protect the rights, interests and
remedies created, or intended to be created, in favor of the Lenders.

         (b) Without limitation of Section 6.17(a), the Borrower will, and will
cause the Subsidiaries to, perform any and all acts and execute any and all
documents (including the execution, amendment, supplementation, delivery and
recordation and filing of security agreements and financing statements and
continuation statements under the Uniform Commercial Code of any applicable
jurisdiction) for filing under the provisions of the Uniform Commercial Code and
the rules and regulations thereunder, or any other statute, rule or regulation
of any applicable foreign, Federal, state or local jurisdictions, including any
filings in the United States Patent and Trademark Office or similar foreign
office, which are necessary (or reasonably requested by the Agents), from time
to time, in order to grant and maintain in favor of the Trustee for the ratable
benefit of the Secured Parties a security interest in each item of the
Collateral of the type and priority described in the relevant Collateral
Document, perfected to the extent contemplated hereby and thereby.

         (c) Without limitation of Section 6.17(a), the Borrower will, and will
cause the Subsidiaries to, deliver or cause to be delivered to the Lenders from
time to time such other documentation, consents, authorizations, approvals and
orders in form and substance satisfactory to the Agents, as the Agents shall
deem reasonably necessary or advisable to perfect or maintain
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the Liens for the benefit of the Secured Parties, including assets which are
required to become Collateral after the Closing Date.

         Section 6.18 Subsidiaries. (a) The Borrower may designate any
Restricted Subsidiary or newly acquired or formed Wholly Owned Subsidiary
satisfying the requirements in clauses (a), (b) and (c) of the definition of
Restricted Subsidiary as an Unrestricted Subsidiary or any Unrestricted
Subsidiary or newly acquired or formed Subsidiary as a Restricted Subsidiary, in
each case subject to satisfaction of the following conditions:

                  (i) immediately before and after giving effect to such
         designation no condition or event shall exist which constitutes an
         Event of Default or Default;

                  (ii) immediately after giving effect to such designation, (A)
         except in the case of a designation as a Restricted Subsidiary of an
         Unrestricted Subsidiary that does not have any Indebtedness and that
         has positive Consolidated Cash Flow for the most recent Reference
         Period, the Borrower would be permitted to incur at least $l of
         additional Indebtedness in compliance with paragraphs (i) and (ii) of
         Section 6.01(f), (B) the Borrower and the Restricted Subsidiary would
         not be liable with respect to Indebtedness or any Guarantee, would not
         own any Investment and their property would not be subject to any Lien
         which is not permitted by this Agreement and (C) substantially all of



         the Borrower's assets will be located, and substantially all of the
         Borrower's business will be conducted, in the United States;

                  (iii) in the case of a designation as an Unrestricted
         Subsidiary, (A) if such designation (and all other prior designations
         of Restricted Subsidiaries or newly acquired or formed Subsidiaries as
         Unrestricted Subsidiaries during the current fiscal year) were deemed
         to constitute a sale by the Borrower of all the assets of the
         Subsidiary so designated, such sale would be in compliance with
         paragraph (iii)(A) of Section 6.07(c) and (B) if such designation (and
         all other prior designations of Restricted Subsidiaries or newly
         acquired or formed Subsidiaries as Unrestricted Subsidiaries during the
         current fiscal year) were deemed to constitute an Investment by the
         Borrower in respect of all the assets of the Subsidiary so designated,
         such Investment would be in compliance with clause (iv) of Section
         6.03, in each case with the net proceeds of such sale or the amount of
         such Investment being deemed to equal the net book value of such assets
         in the case of a Restricted Subsidiary or the cost of acquisition or
         formation in the case of a newly acquired or formed Subsidiary;
         provided that this subdivision (iii) of this Section 6.18(a) shall not
         apply to an acquisition or formation by the Borrower or a Restricted
         Subsidiary of a newly acquired or formed Unrestricted Subsidiary to the
         extent such acquisition or formation is funded solely by the net cash
         proceeds received by the Borrower from the General Partner or from the
         Public Partnership as a capital contribution or as consideration for
         the issuance by the Public Partnership of additional limited
         partnership interests;

                  (iv) in the case of a designation of a Restricted Subsidiary
         as an Unrestricted Subsidiary, such Restricted Subsidiary shall not
         have been an Unrestricted Subsidiary prior to being designated a
         Restricted Subsidiary;
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                  (v) in the case of a designation of an Unrestricted Subsidiary
         as a Restricted Subsidiary, such Unrestricted Subsidiary at the time of
         such designation has a positive consolidated net worth;

                  (vi) the Borrower shall deliver to each Lender, within five
         Business Days after any such designation, an Officer's Certificate
         stating the effective date of such designation and confirming
         compliance with the provisions of this Section 6.18;

                  (vii) in the case of the designation of any Unrestricted
         Subsidiary as a Restricted Subsidiary, such new Restricted Subsidiary
         shall be deemed to have (a) made or acquired all Investments owned by
         it and (b) incurred all Indebtedness owing by it and all Liens to which
         it or any of its properties are subject, on the date of such
         designation;

                  (viii) the Borrower shall designate Star/Petro as a Restricted
         Subsidiary and, notwithstanding any other provision of this Section
         6.18 (a), shall not change such designation without the consent of the
         Required Lenders; and

                  (ix) the Borrower shall designate Petro Holdings as an
         Unrestricted Subsidiary and, notwithstanding any other provision of
         this Section 6.18 (a), shall not change such designation without the
         consent of the Required Lenders.

         (b) The Borrower will cause each Restricted Subsidiary, at the time it
is or is deemed to be designated as a Restricted Subsidiary, to execute and
deliver a Supplemental Agreement and satisfy all terms therein.

         (c) The Borrower will not own any Subsidiaries other than Wholly Owned
Subsidiaries satisfying the requirements in clauses (a), (b) and (c) of the
definition of Restricted Subsidiary.

         Section 6.19 Certain Post-Closing Matters. (a) Every six months, the
Borrower shall deliver, or cause to be delivered, to the Lenders a title
bringdown report for each of the Mortgaged Properties set forth on Schedule 6.19



attached hereto showing no further liens or encumbrances affecting such
Mortgaged Properties except for those existing as of the Closing Date and
approved by the Lenders in writing.

         (b) [Intentionally Omitted].

         (c) [Intentionally Omitted].

         Section 6.20 Use of Proceeds. The Borrower will use the proceeds of the
Loans and will use the Letters of Credit only for the purposes set forth in
Section 3.13.

         Section 6.21 Accounting Changes. The Borrower will not, and will not
suffer or permit any Restricted Subsidiary to, make any significant change in
accounting treatment or reporting practices, except as required by GAAP. The
Borrower will, and will cause each Restricted Subsidiary to, cause its fiscal
year to end on September 30 in each year.
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         Section 6.22 Certain Real Property. Without affecting the obligations
of the Borrower or any of the Restricted Subsidiaries under any of the
Collateral Documents, in the event that the Borrower or any Restricted
Subsidiary, at any time after the date hereof, whether directly or indirectly,
acquires any interest in any real property, including any fee or other ownership
interest in one or more properties with an aggregate cost in excess of $50,000,
or any interest under one or more leases of real property for a term in excess
of three years and involving aggregate average payments in excess of $100,000
per annum (each such interest, an "After Acquired Property"), the Borrower will,
or will cause such Restricted Subsidiary to, as soon as practical provide
written notice thereof to the Administrative Agent, setting forth with
specificity a description of such After Acquired Property, the location of such
After Acquired Property, any structures or improvements thereon and an appraisal
or its good-faith estimate of the current value of such real property ("Current
Value"). The Administrative Agent shall provide notice to the Borrower of
whether the Required Lenders intend to cause the Borrower or the applicable
Restricted Subsidiary to grant and record a Mortgage on such After Acquired
Property; provided, that no new Mortgage on such After Acquired Property shall
be required if the costs that would be incurred as a result thereof are
excessive in relation to the benefits that would be conferred thereby. In such
event, the Borrower or such Restricted Subsidiary shall execute and deliver to
the Administrative Agent a Mortgage, together with such of the documents or
instruments referred to in Sections 4.01(d) and 4.01(e) as the Agents shall
require. If, at any time, the aggregate cost to the Borrower and its Restricted
Subsidiaries of each interest in real property (x) acquired by the Borrower or
any Restricted Subsidiary, whether directly or indirectly, at any time after the
Closing Date, at a cost equal to or less than $50,000, (y) at such time, owned
directly or indirectly by the Borrower or any Restricted Subsidiary and (z) for
which a mortgage in favor of the Trustee is not in effect (the "Aggregate Cost
of Unmortgaged Property"), exceeds $500,000, the Borrower will as soon as
practical, and in any event within 10 Business Days, provide written notice
thereof to the Administrative Agent, setting forth with specificity a
description of each such interest in real property, the location of such real
property and an appraisal or its good-faith estimate of the current value of
each such real property. The Administrative Agent may require the Borrower or
the applicable Restricted Subsidiary to grant and record a mortgage in favor of
the Trustee on one or more of such real properties so that the Aggregate Cost of
Unmortgaged Property does not exceed $500,000, provided that no new mortgage on
any such real property shall be required if the costs that would be incurred as
a result thereof are excessive in relation to the benefit that would be
conferred thereby. In the event a mortgage is required, the Borrower or such
Restricted Subsidiary shall execute and deliver to the Trustee a mortgage,
together with such documents or instruments as the Administrative Agent shall
require. In no event shall the title insurance policy for any such After
Acquired Property be in an amount which is less than the Current Value of such
After Acquired Property. Further, with regard to any interest in real property,
including any fee or other ownership interest in real property or any material
lease of real property, currently owned or held by the Borrower or any
Restricted Subsidiary and which is not being encumbered by a Mortgage of even
date herewith (each such interest, an "Existing Unmortgaged Property"), upon the
written request of the Required Lenders, the Borrower will, or will cause any
applicable Restricted Subsidiary to, execute and deliver to the Administrative



Agent a Mortgage, together with such of the documents or instruments referred to
in Section 4.01(d) and 4.01(e) as the Agents shall require. In no event shall
the title insurance policy for any such Existing Unmortgaged Property be in an
amount which is less than the Current Value
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of such Existing Unmortgaged Property. The Borrower shall pay all fees and
expenses, including reasonable attorneys' fees and expenses and expenses of any
customary environmental due diligence, and all title insurance charges and
premiums, in connection with the obligations of the Borrower and the Restricted
Subsidiaries under this Section 6.22.

         Section 6.23 Sale and Lease-Back Transactions. The Borrower will not,
and will not cause or permit any of the Restricted Subsidiaries to, enter into
any arrangement, directly or indirectly, with any Person whereby it shall sell
or transfer any property, real or personal, used or useful in its business,
whether now owned or hereafter acquired, with an intent to rent or lease such
property or other property which it intends to use for substantially the same
purpose or purposes as the property being sold or transferred.

         Section 6.24 Acquisitions. Except as permitted by Section 6.07, the
Borrower will not, and will not cause or permit any of the Restricted
Subsidiaries to, purchase, lease or otherwise acquire (in one transaction or a
series of transactions) all or any substantial part of the assets of any other
Person, except that (a) the Borrower and any of the Restricted Subsidiaries may
purchase inventory in the ordinary course of business and (b) the Borrower or
any Restricted Subsidiary may engage in any such acquisition if no Event of
Default or Default has occurred and is continuing at the time of any such
acquisition or would occur immediately after giving effect thereto.

         Section 6.25 Impairment of Security Interests. The Borrower will not,
and will not permit any of the Subsidiaries to, take or omit to take any action,
which action or omission might or would have the result of materially impairing
the security interests in favor of the Trustee on behalf of the Secured Parties
with respect to the Collateral, and the Borrower will not, and will not permit
any of the Subsidiaries to, grant to any Person (other than the Trustee on
behalf of the Secured Parties) any interest whatsoever in the Collateral.

         Section 6.26 Limitation on Restrictions on Subsidiary Dividends, etc.
The Borrower will not, and will not cause or permit any of the Restricted
Subsidiaries to, directly or indirectly, create or otherwise cause or suffer to
exist or become effective any consensual encumbrance or restriction on the
ability of any Restricted Subsidiary to (a) pay dividends or make any other
distributions on or in respect of its Capital Stock, or pay any indebtedness
owed to the Borrower or any Restricted Subsidiary, (b) make loans or advances to
the Borrower or any Restricted Subsidiary or (c) transfer any of its properties
or assets to the Borrower or any Restricted Subsidiary, except for such
encumbrances or restrictions existing under or by reason of (i) customary
non-assignment provisions in any lease governing a leasehold interest or other
contract entered into in the ordinary course of business consistent with past
practices or (ii) this Agreement, the other Loan Documents or the Note
Agreement.

         Section 6.27 No Other Negative Pledges. The Borrower will not, and will
not cause or permit any of the Restricted Subsidiaries to, directly or
indirectly, enter into any agreement prohibiting the creation or assumption of
any Lien upon the properties or assets of the Borrower or any Restricted
Subsidiary, whether now owned or hereafter acquired, or requiring an obligation
to be secured if some other obligation is secured, except for this Agreement,
the Note
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Agreement, the Existing Credit Agreement, the 1998 Parity Notes, the 2000 Parity
Notes or the 2001 Parity Notes.

         Section 6.28 Sales of Receivables. The Borrower will not, and will not
cause or permit any of the Restricted Subsidiaries to, sell with recourse,



discount or otherwise sell or dispose of its notes or accounts receivable,
except for accounts receivable consisting of assets of an operating unit sold as
a going concern in accordance with all other provisions of this Agreement.

         Section 6.29 Fixed Price Supply Contracts; Certain Policies. (a) The
Borrower will not, and will not permit any of the Restricted Subsidiaries to, at
any time be a party or subject to any contract for the purchase or supply by
such parties of propane or other product except where (i) the purchase price is
set with reference to a spot index or indices substantially contemporaneously
with the delivery of such product or (ii) delivery of such propane or other
product is to be made no more than one year after the purchase price is agreed
to.

         (b) The Borrower will not amend, modify or waive the trading policy or
supply inventory position policy referred to in Section 3.29, except that the
Borrower may enter into Commodity Hedging Agreements as permitted under the
other provisions hereof. The Borrower will provide the Agents and the Lenders
with prompt written notice of any such new Commodity Hedging Agreement. Subject
to the foregoing exception, the Borrower and the Restricted Subsidiaries will
comply in all material respects with such policies at all times.

         Section 6.30 Certain Operations. The Borrower shall not permit Petro or
any of its Affiliates (other than the Borrower and the Restricted Subsidiaries)
to acquire a business which derives any revenues from the sale of propane if,
after giving effect to such acquisition, Petro's Pro Forma Propane Volumes (as
defined below) would equal or exceed the lesser of (a) 15% of the Borrower's
reported propane volumes sold for the most recently completed four fiscal
quarters which ended at least 90 days prior to the date of such acquisition and
(b) 15 million gallons of propane (such lesser amount, the "maximum permitted
amount"). If as a result of an acquisition, Petro's Pro Forma Propane Volumes
exceeds the maximum permitted amount, the Borrower shall not be in violation of
this Section 6.30 if within the period of 90 days following such acquisition the
Borrower causes Petro to complete the disposition of sufficient propane volume
to reduce Petro's Pro Forma Propane Volumes below the maximum permitted amount.
For purposes of this Section 6.30, "Petro's Pro Forma Propane Volumes" shall
mean the actual propane volumes sold by Petro and any of its Affiliates (other
than the Borrower and the Restricted Subsidiaries) for the most recently
completed four fiscal quarters which ended at least 90 days prior to the date of
determination plus the propane volumes sold of the propane business to be
acquired for the most recently completed four fiscal quarters which ended at
least 90 days prior to the date of determination. In addition, in the event
Petro or any of its Affiliates (other than the Borrower and the Restricted
Subsidiaries) owns a propane business, the Borrower shall not permit Petro or
any such Affiliate to accept as a customer (except for de minimis, unintentional
and isolated acceptances) any Person who is (or was during the last billing
cycle of the Borrower and the Restricted Subsidiaries) a customer of the
Borrower and the Restricted Subsidiaries.

         Section 6.31 [Intentionally Omitted].
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         Section 6.32 Independent Corporate Existence. Except as set forth on
Schedule 6.32, (a) the Borrower shall maintain, and shall cause each of its
Subsidiaries (other than Petro Holdings or its Subsidiaries) to maintain, books,
records and accounts that are separate from the books, records and accounts of
Petro or any of its Subsidiaries such that: (i) the revenues of the Borrower and
its Subsidiaries will be credited to the accounts of the Borrower and its
Subsidiaries only; (ii) all expenses incurred by the Borrower and its
Subsidiaries shall be paid only from the accounts of the Borrower and its
Subsidiaries (other than those paid by Petro and allocated to the Borrower in
the manner set forth in clause (c) of this Section); (iii) only officers and
employees of the General Partner, the Borrower and its Subsidiaries in their
capacity as such shall have the authority to make disbursements with respect to
the accounts of the Borrower and its Subsidiaries; (iv) there shall occur no
sharing of accounts or funds between the Borrower and its Subsidiaries, on the
one hand, and Petro or any of its Subsidiaries (other than the Borrower and its
Subsidiaries), on the other hand; and (v) all cash and funds of the Borrower and
its Subsidiaries shall be managed separately from the cash and funds of Petro or
any of its Subsidiaries (other than the Borrower and its Subsidiaries), and
there shall not occur any commingling, including for investment purposes, of



funds or assets of the Borrower and its Subsidiaries with the funds or assets of
Petro or any of its Subsidiaries.

         (b) All full-time employees, consultants and agents of the Borrower and
its Subsidiaries (other than Petro Holdings or its Subsidiaries) shall be
compensated directly from the bank accounts of the General Partner, the Borrower
and such Subsidiaries (other than Petro Holdings or its Subsidiaries) for
services provided by such employees, consultants and agents and, to the extent
any employee, consultant or agent is also an employee, consultant or agent of
Petro or any of its Subsidiaries, the compensation of such employee, consultant
or agent shall be allocated in accordance with clause (c) of this Section among
the Borrower and its Subsidiaries, on the one hand, and Petro and any of its
Subsidiaries, on the other hand, on a basis which reasonably reflects the
services rendered to the Borrower and its Subsidiaries (other than Petro
Holdings or its Subsidiaries).

         (c) All overhead expenses (including telephone and other utility
charges) for items shared by the Borrower and its Subsidiaries, on the one hand,
and Petro or any of its Subsidiaries (other than Petro Holdings or its
Subsidiaries), on the other hand, shall be allocated on the basis of actual use
to the extent practicable and, to the extent such allocation is not practicable,
on a basis reasonably related to actual use.

         (d) The Borrower shall not permit Petro or any of its Subsidiaries to
be named as a loss payee or additional insured on the insurance policy covering
the property of the Borrower or any of its Subsidiaries (other than Petro
Holdings or its Subsidiaries), or enter into an agreement with the holder of
such policy whereby in the event of a loss in connection with such property,
proceeds are paid to Petro and its Subsidiaries.

                                       94

                                  ARTICLE VII

                                EVENTS OF DEFAULT

         Section 7.01 Events of Default. In case of the happening of any of the
following events ("Events of Default"):

         (a) (i) default shall be made in the payment of any principal of any
Loan or any reimbursement obligation in respect of a Letter of Credit when and
as the same shall become due and payable, whether at the due date thereof or at
a date fixed for prepayment thereof or by acceleration thereof or otherwise and
(ii) the Borrower shall fail to maintain Loans outstanding in a minimum
principal amount of at least $2,000,000;

         (b) default shall be made in the payment of any interest on any Loan or
any Fee or any other amount (other than an amount referred to in paragraph (a)
above) due under any Loan Document, when and as the same shall become due and
payable, and such default shall continue unremedied for a period of five
Business Days;

         (c) default shall be made in the due observance or performance by the
Borrower or any Subsidiary of any covenant, condition or agreement contained in
Section 5.02(h) or any of Sections 6.01 through 6.08, inclusive, Section 6.10,
Section 6.11 (other than the failure to deliver any broker report on a timely
basis as required by Section 15.3 of the Mortgage) and Sections 6.18 through
6.30, inclusive, of this Agreement or in Section 4.21 or 4.23 of the Borrower
Security Agreement;

         (d) default shall be made in the due observance or performance by the
Borrower or any other Loan Party of any covenant, condition or agreement
contained in any Loan Document (other than those specified in paragraph (a), (b)
or (c) above) and such default shall continue unremedied for a period of 30 days
after such default shall first have become known to any officer of any Loan
Party or written notice thereof shall have been received by the Borrower from
the Administrative Agent or any Lender;

         (e) any representation or warranty made in writing or deemed made by or
on behalf of the Borrower or any of its Affiliates in this Agreement, any other
Operative Agreement or in any instrument furnished in connection with the
Transactions shall prove to have been false or incorrect in any material respect



on the date as of which made or deemed made;

         (f) the Borrower or any Restricted Subsidiary (as principal or
guarantor or other surety) shall default in the payment of any amount of
principal of or premium or interest on Indebtedness which is outstanding in a
principal amount of at least $2,000,000 in the aggregate (other than the
Facility Obligations) or the Existing Credit Agreement or on the Mortgage Notes;
or any event shall occur or condition shall exist in respect of any Indebtedness
which is outstanding in a principal amount of at least $2,000,000 or the
Existing Credit Agreement or the Mortgage Notes or under any evidence of any
such Indebtedness or the Existing Credit Agreement, the Mortgage Notes or of any
mortgage, indenture or other agreement relating to such Indebtedness or the
Existing Credit Agreement or the Mortgage Notes, the effect of which
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is to cause (or to permit one or more Persons to cause) such Indebtedness or the
Existing Credit Agreement or the Mortgage Notes to become due before its stated
maturity or before its regularly scheduled dates of payment or to permit the
holders of such Indebtedness or the Existing Credit Agreement or the Mortgage
Notes to cause the Borrower or any Restricted Subsidiary to repurchase or repay
such Indebtedness or the Existing Credit Agreement or the Mortgage Notes, and
such default, event or condition shall continue for more than the period of
grace, if any, specified therein and shall not have been waived pursuant
thereto;

         (g) filing by or on the behalf of the Borrower or the General Partner
of a voluntary petition or an answer seeking reorganization, arrangement,
readjustment of its debts or for any other relief under any bankruptcy,
reorganization, compromise, arrangement, insolvency, readjustment of debt,
dissolution or liquidation or similar act or law, state or Federal, now or
hereafter existing ("Bankruptcy Law"), or any action by the Borrower or the
General Partner for, or consent or acquiescence to, the appointment of a
receiver, trustee or other custodian of the Borrower, or the General Partner, or
of all or a substantial part of its property; or the making by the Borrower or
the General Partner of any assignment for the benefit of creditors; or the
admission by the Borrower or the General Partner in writing of its inability to
pay its debts as they become due;

         (h) filing of any involuntary petition against the Borrower or the
General Partner in bankruptcy or seeking reorganization, arrangement,
readjustment of its debts or for any other relief under any Bankruptcy Law and
an order for relief by a court having jurisdiction in the premises shall have
been issued or entered therein; or any other similar relief shall be granted
under any applicable Federal or state law; or a decree or order of a court of
competent jurisdiction for the appointment of a receiver, liquidator,
sequestrator, trustee or other officer having similar powers over the Borrower
or the General Partner or over all or a part of its property shall have been
entered; or the involuntary appointment of an interim receiver, trustee or other
custodian of the Borrower or the General Partner or of all or a substantial part
of its property; or the issuance of a warrant of attachment, execution or
similar process against any substantial part of the property of the Borrower or
the General Partner; and continuance of any such event for 60 consecutive days
unless dismissed, bonded to the satisfaction of the court of competent
jurisdiction or discharged;

         (i) filing by or on the behalf of any Restricted Subsidiary of a
voluntary petition or an answer seeking reorganization, arrangement,
readjustment of its debts or for any other relief under any Bankruptcy Law, or
any action by any Restricted Subsidiary for, or consent or acquiescence to, the
appointment of a receiver, trustee or other custodian of such Restricted
Subsidiary or of all or a substantial part of its property; or the making by any
Restricted Subsidiary of any assignment for the benefit of creditors; or the
admission by any Restricted Subsidiary in writing of its inability to pay its
debts as they become due;

         (j) filing of any involuntary petition against any Restricted
Subsidiary in bankruptcy or seeking reorganization, arrangement, readjustment of
its debts or for any other relief under any Bankruptcy Law and an order for
relief by a court of competent jurisdiction shall have been issued or entered
therein; or any other similar relief shall be granted under any applicable
Federal or state law; or a decree or order of a court having jurisdiction in the



premises for the
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appointment of a receiver, liquidator, sequestrator, trustee or other officer
having similar powers over any Restricted Subsidiary or over all or a part of
its property shall have been entered; or the involuntary appointment of an
interim receiver, trustee or other custodian of any Restricted Subsidiary or of
all or a substantial part of its property; or the issuance of a warrant of
attachment, execution or similar process against any substantial part of the
property of any Restricted Subsidiary; and continuance of any such event for 60
consecutive days unless dismissed, bonded to the satisfaction of the court of
competent jurisdiction or discharged;

         (k) a final judgment or judgments (which is or are non-appealable or
which has or have not been stayed pending appeal or as to which all rights to
appeal have expired or been exhausted) shall be rendered against the Borrower or
any Restricted Subsidiary for the payment of money in excess of $1,000,000 in
the aggregate and any one of such judgments shall not be discharged or execution
thereon stayed pending appeal within 45 days after the date due, or, in the
event of such a stay, such judgment shall not be discharged within 30 days after
such stay expires, or any action shall be legally taken by a judgment creditor
to levy upon assets or properties of the Borrower or any Restricted Subsidiary
to enforce any such judgment;

         (l) any of the Loan Documents or other Operative Agreements shall at
any time, for any reason, cease to be in full force and effect or shall be
declared to be null and void in whole or in any material part by the final
judgment (which is non-appealable or has not been stayed pending appeal or as to
which all rights to appeal have expired or been exhausted) of any court or other
governmental or regulatory authority having jurisdiction in respect thereof, or
the validity or the enforceability of any of the Loan Documents or other
Operative Agreements shall be contested by or on behalf of the Borrower or any
other Loan Party, or the Borrower or any other Loan Party shall renounce any of
the Loan Documents or other Operative Agreements, or deny that it is bound by
the terms of any of the Loan Documents or other Operative Agreements;

         (m) any Lien purported to be created by any Collateral Document shall
cease to be, or shall for any reason be asserted by the Borrower or any other
Loan Party not to be, a valid, perfected, first priority Lien on the securities,
properties or assets covered thereby, other than as a result of an act or
omission of any Agent or Lender;

         (n) any order, judgment or decree is entered in any proceedings against
the Borrower decreeing a split-up of the Borrower which requires the divestiture
of assets of the Borrower or the divestiture of the stock of a Restricted
Subsidiary which would not be permitted if such divestiture were considered a
partial disposition of assets pursuant to Section 6.07(c) and such order,
judgment or decree shall not be dismissed or execution thereon stayed pending
appeal within 30 days after entry thereof, or, in the event of such a stay, such
order, judgment or decree shall not be discharged within 30 days after such stay
expires;

         (o) there shall occur at any time a change in Legal Requirements
specifically applicable to the Borrower or to the Business or to the business of
the wholesale and retail sale, distribution and storage of propane gas and
related petroleum derivative products and the related retail sale of supplies
and equipment, including home appliances which would have a Material Adverse
Effect and 60 days after the earlier of (i) such occurrence shall first have
become known to any officer of the Borrower or the General Partner or (ii)
written notice thereof shall have been
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received by the Borrower from the Administrative Agent or any Lender, such
Material Adverse Effect shall be continuing;

         (p) [Intentionally Omitted];



         (q) [Intentionally Omitted];

         (r) any Governmental Authority revokes or fails to renew any material
license, permit or franchise of the Borrower or any Restricted Subsidiary, or
the Borrower or any Restricted Subsidiary for any reason loses any material
license, permit or franchise, or the Borrower or any Restricted Subsidiary
suffers the imposition of any restraining order, escrow, suspension or impound
of funds in connection with any proceeding (judicial or administrative) with
respect to any material license, permit or franchise;

         (s) [Intentionally Omitted];

         (t) [Intentionally Omitted]; or

         (u) [Intentionally Omitted];

then, and in every such event, and at any time thereafter during the continuance
of such event, the Administrative Agent may, and at the request of the Required
Lenders shall, take one or more of the following actions, at the same or
different times: (i) by notice to the Borrower terminate the Commitments and
they shall immediately terminate; (ii) by notice to the Borrower declare the
Loans then outstanding to be forthwith due and payable (in whole or, in the sole
discretion of the Required Lenders, from time to time in part), whereupon the
principal of the Loans so declared to be due and payable, together with accrued
interest thereon and any unpaid accrued Fees and all other liabilities of the
Borrower accrued hereunder or under any other Loan Document, shall thereupon
become immediately due and payable, without presentment, demand, protest or any
other notice of any kind, all of which are hereby expressly waived by the
Borrower, anything contained herein or in any other Loan Document to the
contrary notwithstanding; (iii) require the Borrower to deposit cash collateral
with the Trustee pursuant to the Trust Agreement in an amount not exceeding the
Letter of Credit Exposure; (iv) exercise any remedies available under the
Guarantee Agreements, the Collateral Documents or otherwise; or (v) any
combination of the foregoing; provided that in the case of any of the Events of
Default with respect to the Borrower described in paragraph (g) or (h) above,
the Commitments shall automatically terminate and the principal of the Loans
then outstanding, together with accrued interest thereon and any unpaid accrued
Fees and all other liabilities of the Borrower accrued hereunder or under any
other Loan Document, shall automatically become due and payable, without
presentment, demand, protest or any other notice of any kind, all of which are
hereby expressly waived by the Borrower, anything contained herein or in any
other Loan Document to the contrary notwithstanding.

         Section 7.02 Remedies. In case any one or more Events of Default or
Defaults shall occur and be continuing, (i) any Lender may proceed to protect
and enforce the rights of such Lender by an action at law, suit in equity or
other appropriate proceeding, whether for the
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specific performance of any agreement contained herein or in any other Loan
Document, or for an injunction against a violation of any of the terms hereof or
thereof, or in aid of the exercise of any power granted hereby or thereby or by
law or otherwise, and (ii) the Trustee and the Lenders may exercise any rights
or remedies in their respective capacities under the Collateral Documents in
accordance with the provisions thereof. In case of a default in the payment or
performance of any provision hereof or of the Loan Documents, the Borrower will
pay to each Lender such further amount as shall be sufficient to cover the cost
and expenses of collection, including reasonable attorneys' fees, expenses and
disbursements, and any out-of-pocket costs and expenses of any such holder
incurred in connection with analyzing, evaluating, protecting, ascertaining,
defending or enforcing any of its rights as set forth herein or in any of the
Loan Documents. No course of dealing and no delay on the part of any Lender in
exercising any right, power or remedy shall operate as a waiver thereof or
otherwise prejudice such Lender's rights, powers or remedies. No right, power or
remedy conferred by this Agreement or by any other Loan Document upon any Lender
shall be exclusive of any other right, power or remedy referred to herein or
therein or now or hereafter available at law, in equity, by statute or
otherwise.

                                  ARTICLE VIII



                           THE AGENTS AND ISSUING BANK

         Section 8.01 Appointment and Authorization. (a) Each of the Lenders,
and each subsequent holder of any Note by its acceptance thereof, hereby
irrevocably appoints and authorizes each of the Agents and the Issuing Bank to
take such actions as agent on behalf of such Lender or holder and to exercise
such powers as are specifically delegated to such Agent or the Issuing Bank, as
the case may be, by the terms and provisions hereof and of the other Loan
Documents, together with such actions and powers as are reasonably incidental
thereto.

         (b) The Administrative Agent is hereby expressly authorized by the
Lenders to, without hereby limiting any implied authority, and hereby agrees (in
the case of clause (ii) below, at the direction of the Required Lenders) to, (i)
receive on behalf of the Lenders all payments of principal of and interest on
the Loans and all other amounts due to the Lenders hereunder, and promptly to
distribute to each Lender its proper share of each payment so received; (ii)
give notice on behalf of each of the Lenders to the Borrower of any Event of
Default specified in this Agreement of which the Administrative Agent has actual
knowledge acquired in connection with its agency hereunder; and (iii) distribute
to each Lender copies of all notices, financial statements and other materials
delivered by the Borrower or any Subsidiary pursuant to this Agreement or any
other Loan Document as received by the Administrative Agent (other than
materials required hereunder to be delivered by the Borrower directly to the
Lenders).

         Section 8.02 Liability of Agents. Neither the Agents, the Issuing Bank,
nor any of their respective directors, officers, employees or agents, shall be
liable as such for any action taken or omitted to be taken by any of them,
except for such party's own gross negligence or wilful misconduct, or be
responsible for any statement, warranty or representation herein or the contents
of any document delivered in connection herewith, or be required to ascertain or
to make any inquiry concerning the performance or observance by the Borrower or
any Subsidiary
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of any of the terms, conditions, covenants or agreements contained in any Loan
Document. Neither the Agents nor the Issuing Bank shall be responsible to the
Lenders or the holders of the Notes for the due execution, genuineness,
validity, enforceability or effectiveness of this Agreement, the Notes or any
other Loan Documents or other instruments or agreements. The Administrative
Agent may deem and treat the payee of any Note as the owner thereof for all
purposes hereof until it shall have received from the payee of such Note notice,
given as provided herein, of the transfer thereof in compliance with Section
9.04. Each of the Agents and the Issuing Bank shall in all cases be fully
protected in acting, or refraining from acting, in accordance with written
instructions signed by the Required Lenders and, except as otherwise
specifically provided herein, such instructions and any action or inaction
pursuant thereto shall be binding on all the Lenders and each subsequent holder
of any Note. Each of the Agents, the Issuing Bank and the Required Lenders
shall, in the absence of knowledge to the contrary, be entitled to rely on any
instrument or document believed by it in good faith to be genuine and correct
and to have been signed or sent by the proper Person or Persons. Neither the
Agents, the Issuing Bank nor any of their respective directors, officers,
employees or agents, shall have any responsibility to the Borrower on account of
the failure of or delay in performance or breach by any Lender of any of its
obligations hereunder or to any Lender on account of the failure of or delay in
performance or breach by any other Lender or the Borrower or any Subsidiary of
any of their respective obligations hereunder or under any other Loan Document
or in connection herewith or therewith. Each of the Agents and the Issuing Bank
may execute any and all duties hereunder by or through agents or employees,
shall be entitled to consult with legal counsel, independent public accountants
and other experts selected by it with respect to all matters arising hereunder
and shall not be liable for any action taken or omitted to be taken in good
faith by it in accordance with the advice of such counsel, accountants or
experts. None of Lenders identified in this Agreement as a "Documentation Agent"
shall have any obligation, liability, responsibility or duty under this
Agreement in such capacity other than those applicable to all Lenders as such.
Without limiting the foregoing, none of Lenders so identified as "Documentation
Agent" shall have or be deemed to have any fiduciary relationship with any
Lender. Each Lender acknowledges that is has not relied, and will not rely, on
any of Lenders so identified in deciding to enter into this Agreement or in



taking or not taking action hereunder.

         Section 8.03 Action by Agents. The Lenders hereby acknowledge that none
of the Agents and the Issuing Bank shall be under any duty to take any
discretionary action permitted to be taken by it pursuant to the provisions of
this Agreement unless it shall be requested in writing to do so by the Required
Lenders. The obligations of the Agents and the Issuing Bank under the Loan
Documents are only those expressly set forth herein and therein. Without
limiting the generality of the foregoing, no Agent shall be required to take any
action with respect to any Default or Event of Default, except as expressly
required pursuant to Article VII.

         Section 8.04 Successor Agents. Subject to the appointment and
acceptance of a successor as provided below, each of the Agents and the Issuing
Bank (except, in the case of the Issuing Bank, in respect of Letters of Credit
issued by it) may resign at any time by notifying the Lenders and the Borrower.
Upon any such resignation, the Required Lenders shall have the right to appoint
a successor. If no successor shall have been so appointed by the Required
Lenders, and shall have accepted such appointment, within 30 days after the
retiring Agent or Issuing Bank, as the case may be, gives notice of its
resignation, then the retiring Agent or Issuing Bank,
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as the case may be, may, on behalf of the Lenders, appoint a successor, which
shall be a commercial bank organized or licensed under the laws of the United
States of America or of any State thereof and having a combined capital and
surplus of at least $500,000,000 or an Affiliate of any such bank. Upon the
acceptance of any appointment as an Agent or Issuing Bank, as the case may be,
hereunder by a successor bank, such successor shall succeed to and become vested
with all the rights, powers, privileges and duties of the retiring Agent or
Issuing Bank and the retiring Agent or Issuing Bank shall be discharged from its
duties and obligations hereunder. After the resignation of an Agent or the
Issuing Bank, as the case may be, hereunder, the provisions of this Article and
Section 9.05 shall continue in effect for its benefit in respect of any actions
taken or omitted to be taken by it while it was acting as an Agent or Issuing
Bank.

         Section 8.05 Agent and Affiliate. With respect to the Loans made by it
hereunder, the Letters of Credit issued by it hereunder and the Notes issued to
it, each of the Agents and the Issuing Bank in its individual capacity and not
as an Agent or the Issuing Bank shall have the same rights and powers as any
other Lender and may exercise the same as though it were not an Agent or the
Issuing Bank. Each of the Agents and the Issuing Bank (and its Affiliates) may
accept deposits from, lend money to and generally engage in any kind of business
and transactions with the Borrower or any Subsidiary or other Affiliate thereof
as if it were not an Agent or the Issuing Bank (or such Affiliate thereof).

         Section 8.06 Indemnification. Each Lender agrees (a) to reimburse each
of the Agents and the Issuing Bank, on demand, in the amount of its pro rata
share (based on its Commitment hereunder) of any expenses incurred for the
benefit of the Lenders by such Agent or the Issuing Bank, as the case may be,
including counsel fees and compensation of agents and employees paid for
services rendered on behalf of the Lenders, which shall not have been reimbursed
by the Borrower and (b) to indemnify and hold harmless each of the Agents, the
Issuing Bank and any of their respective directors, officers, employees or
agents, promptly after demand, in the amount of such pro rata share, from and
against any and all liabilities, taxes, obligations, losses, damages, penalties,
actions, judgments, suits, costs, expenses or disbursements of any kind or
nature whatsoever which may be imposed on, incurred by or asserted against it in
its capacity as an Agent or the Issuing Bank or any of them in any way relating
to or arising out of this Agreement or any other Loan Document or any action
taken or omitted by it or any of them under this Agreement or any other Loan
Document, to the extent the same shall not have been reimbursed by the Borrower;
provided that no Lender shall be liable to any Agent for any portion of such
liabilities, obligations, losses, damages, penalties, actions, judgments, suits,
costs, expenses or disbursements resulting from the gross negligence or willful
misconduct of such Agent, the Issuing Bank or any of their respective directors,
officers, employees or agents.

         Section 8.07 Credit Decision. Each Lender acknowledges that it has,



independently and without reliance upon the Agents, the Issuing Bank or any
other Lender and based on such documents and information as it has deemed
appropriate, made its own credit analysis and decision to enter into this
Agreement. Each Lender also acknowledges that it will. independently and without
reliance upon the Agents, the Issuing Bank or any other Lender and based on such
documents and information as it shall from time to time deem appropriate,
continue to make its own decisions in taking or not taking action under or based
upon this
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Agreement or any other Loan Document, any related agreement or any document
furnished hereunder or thereunder.

         Section 8.08 Trust Agreement. The Lenders hereby authorize and agree to
be bound by the terms of the Trust Agreement and agree to execute an Agreement
of Parity Lenders hereunder and Supplement to the Intercreditor Agreement.

                                   ARTICLE IX

                                  MISCELLANEOUS

         Section 9.01 Notices. Notices and other communications provided for
herein shall be in writing and shall be delivered by hand or overnight courier
service, mailed by certified or registered mail or sent by telecopy as follows:

         (a) if to the Borrower, to it at 2187 Atlantic Street, Stamford, CT
06902, Attention of William G. Powers, Jr. (Telecopy No. (203) 328-7393);

         (b) if to the Administrative Agent, to it at Fleet National Bank, 1133
Avenue of the Americas, Mail Code: NY EH 308 39T, New York, NY 10036, Attention
of Jackie Brown (Telecopy No. (212) 703-1578), with a copy to Fleet National
Bank, 100 Federal Street, Mail Code: MA DE 100008A, Boston, MA 02110, Attention
of H. Louis Bailey (Telecopy No. (617) 434-8024);

         (c) if to the Documentation Agent, to it at Bank of America, N.A., 333
Clay Street, Suite 4550, Houston, Texas 77002-4103, Attention of Claire Liu
(Telecopy no. (713) 651-4807), with a copy to McGuireWoods LLP at Bank of
America Corporate Center, 100 North Tryon Street, Suite 2900, Charlotte, NC
28202-4011, Attention of Lee Ann Rooney (Telecopy No. (704) 373-8935); and

         (d) if to a Lender (other than Fleet National Bank and Bank of America,
N.A.), to it at its address on Schedule 1.01A hereto or in the Assignment and
Acceptance pursuant to which such Lender shall have become a party hereto.

All notices and other communications given to any party hereto in accordance
with the provisions of this Agreement shall be deemed to have been given on the
date of receipt if delivered by hand or overnight courier service or sent by
telecopy or on the date five Business Days after dispatch by certified or
registered mail if mailed, in each case delivered, sent or mailed properly
addressed) to such party as provided in this Section 9.01 or in accordance with
the latest unrevoked direction from such party given in accordance with this
Section 9.01.

         Section 9.02 Survival of Agreement. All covenants, agreements,
representations and warranties made by the Borrower herein and in the
certificates or other instruments prepared or delivered in connection with or
pursuant to this Agreement or any other Loan Document shall be considered to
have been relied upon by the Lenders, the Agents and the Issuing Bank and shall
survive the making by the Lenders of the Loans, the execution and delivery to
the Lenders of the Notes evidencing such Loans, and the issuance of the Letters
of Credit, regardless of any
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investigation made by the Lenders, the Agents or the Issuing Bank or on their
behalf, and shall continue in full force and effect as long as (a) the principal
of or any accrued interest on any Loan, any Fee, any Letter of Credit
Disbursement or any other amount payable under this Agreement or any other Loan
Document is outstanding and unpaid, (b) the Commitments have not been terminated
or (c) any Letter of Credit has not expired or been terminated.



         Section 9.03 Binding Effect. This Agreement shall become effective when
the conditions precedent set forth in Section 4.01 are satisfied (except that,
solely for the purpose of calculating any fees stated herein to commence to
accrue on the date of this Agreement, this Agreement shall become effective when
the conditions precedent set forth in Section 4.01(a) are satisfied).

         Section 9.04 Successors and Assigns. (a) Subject to Section 9.04(j),
whenever in this Agreement any of the parties hereto is referred to, such
reference shall be deemed to include the successors and assigns of such party
and all covenants, promises and agreements by or on behalf of the Borrower, the
Agents, the Issuing Bank or the Lenders that are contained in this Agreement
shall be binding upon and inure to the benefit of their respective successors
and assigns.

         (b) Each Lender may assign to one or more assignees all or a portion of
its interests, rights and obligations under this Agreement (including all or a
portion of its Commitment, the Loans at the time owing to it, the Notes held by
it and the participations in Letters of Credit held by it); provided, however
that (i) except in the case of an assignment to a Lender or an Affiliate of a
Lender, the assignor shall have obtained the prior written consent to such
assignment (which consent shall not be unreasonably withheld) of the Borrower,
the Agents and, in the case of an assignment of a Revolving Credit Commitment,
the Issuing Bank, (ii) except in the case of an assignment to a Lender or an
Affiliate of a Lender, the sum of (A) the principal amount of the outstanding
Loans subject to each such assignment and (B) the unused amount of the
Commitment of the assigning Lender subject to such assignment (in each case
determined as of the date the Assignment and Acceptance with respect to such
assignment is delivered to the Administrative Agent) shall not be less than the
lesser of (I) $5,000,000 and (II) the entire remaining amount of the outstanding
Loans and unused Commitment of such Lender, (iii) the parties to each such
assignment shall execute and deliver to the Administrative Agent an Assignment
and Acceptance, together with the Note or Notes subject to such assignment and a
processing and recordation fee of $2,500, (iv) the assignee, if it shall not be
a Lender or an Affiliate thereof, shall deliver to the Administrative Agent an
Administrative Questionnaire and (v) the Lenders shall simultaneously assign,
and the assignee shall simultaneously take an assignment of, a pro rata portion
of the sum of the principal amount of the outstanding loans under the Existing
Credit Agreement and the unused amount of the commitment of the assigning lender
under the Existing Credit Agreement and all other interests, rights and
obligations under the Existing Credit Agreement in accordance with the
provisions thereof, such that at all times (A) the Revolving Credit Commitment
Percentage of such Lender hereunder and the Tranche B Revolving Credit
Commitment Percentage (as defined in the Existing Credit Agreement) of such
lender under Facility B shall be the same and (B) the Revolving Credit
Commitment Percentage of such Lender hereunder and the Tranche A Revolving
Credit Commitment Percentage (as defined on the Existing Credit Agreement) of
such lender under Facility A shall be the same.
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Upon acceptance and recording pursuant to Section 9.04(e), from and after the
effective date specified in each Assignment and Acceptance, which effective date
shall be at least five Business Days after the execution thereof (unless the
Administrative Agent shall otherwise agree), (A) the assignee thereunder shall
be a party hereto and, to the extent of the interest assigned by such Assignment
and Acceptance, have the rights and obligations of a Lender under this Agreement
and (B) the assigning Lender thereunder shall, to the extent of the interest
assigned by such Assignment and Acceptance, be released from its obligations
under this Agreement (and, in the case of an Assignment and Acceptance covering
all or the remaining portion of an assigning Lender's rights and obligations
under this Agreement, such Lender shall cease to be a party hereto but shall
continue to be entitled to the benefits of Sections 2.13, 2.15, 2.19 and 9.05,
as well as to any Fees accrued for its account and not yet paid).

         (c) By executing and delivering an Assignment and Acceptance, the
assigning Lender thereunder and the assignee thereunder shall be deemed to
confirm to and agree with each other and the other parties hereto as follows:
(i) such assigning Lender warrants that it is the legal and beneficial owner of
the interest being assigned thereby free and clear of any adverse claim; (ii)
except as set forth in clause (i) above, such assigning Lender makes no
representation or warranty and assumes no responsibility with respect to any



statements, warranties or representations made in or in connection with this
Agreement, any other Loan Document or any other instrument or document furnished
pursuant hereto or the execution, legality, validity, enforceability,
genuineness, sufficiency or value of this Agreement, any other Loan Document or
any other instrument or document furnished pursuant hereto, or the financial
condition of the Borrower or any other Loan Party or the performance or
observance by the Borrower or any other Loan Party of any of its obligations
under this Agreement, any other Loan Document or any other instrument or
document furnished pursuant hereto; (iii) such assignee represents and warrants
that it is legally authorized to enter into such Assignment and Acceptance; (iv)
such assignee confirms that it has received a copy of the Loan Documents,
together with copies of the most recent financial statements required hereunder
and such other documents and information as it has deemed appropriate to make
its own credit analysis and decision to enter into such Assignment and
Acceptance; (v) such assignee will independently and without reliance upon the
Agents, the Issuing Bank, such assigning Lender or any other Lender and based on
such documents and information as it shall deem appropriate at the time,
continue to make its own credit decisions in taking or not taking action under
this Agreement; (vi) such assignee appoints and authorizes each of the Agents
and the Issuing Bank to exercise such powers under this Agreement as are
delegated to such party by the terms hereof, together with such powers as are
reasonably incidental hereto; and (vii) such assignee agrees that it will
perform in accordance with their terms all the obligations which by the terms of
this Agreement are required to be performed by it as a Lender.

         (d) The Administrative Agent shall maintain at one of its offices in
Boston, Massachusetts, a copy of each Assignment and Acceptance delivered to it
and a register for the recordation of the names and addresses of the Lenders,
and the Commitments of, and principal amount of the Loans owing to, each Lender
pursuant to the terms hereof from time to time (the "Register"). The entries in
the Register shall be conclusive in the absence of manifest error and the
Borrower, the Agents and the Lenders may treat each Person whose name is
recorded in the Register pursuant to the terms hereof as a Lender hereunder for
all purposes of this Agreement"
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The Register shall be available for inspection by the Borrower, the Issuing Bank
and any Lender, at any reasonable time and from time to time upon reasonable
prior notice.

         (e) Upon its receipt of a duly completed Assignment and Acceptance
executed by an assigning Lender and an assignee together with the Note or Notes
subject to such assignment, an Administrative Questionnaire completed in respect
of the assignee (unless the assignee shall already be a Lender hereunder or
shall be an Affiliate of a Lender), the processing and recordation fee referred
to in Section 9.04(b) and, if required, the written consent of the Borrower and
the Issuing Bank to such assignment, and, if required, upon granting its own
consent to such assignment, the Administrative Agent shall (i) accept such
Assignment and Acceptance, (ii) record the information contained therein in the
Register and (iii) give prompt notice thereof to the Issuing Bank, the
Documentation Agent and the Lenders. Within five Business Days after receipt of
notice, the Borrower, at its own expense, shall execute and deliver to the
Administrative Agent, in exchange for the surrendered Note or Notes, a new Note
or Notes payable to the order of such assignee in a principal amount equal to
the applicable portion thereof (and the corresponding Commitment, if any)
assumed by it pursuant to such Assignment and Acceptance and, if the assigning
Lender has retained any portion of such Note or Notes (and such Commitment, if
any), a new Note or Notes payable to the order of such assigning Lender in a
principal amount equal to the applicable portion of such Note or Notes (and such
Commitment, if any) retained by it. Such new Note or Notes shall be in an
aggregate principal amount equal to the aggregate principal amount of such
surrendered Note; such new Note or Notes shall be dated the date of the
surrendered Note or Notes which they replace and shall otherwise be in
substantially the form of Exhibit A. Cancelled Notes shall be returned to the
Borrower.

         (f) Each Lender may, without the consent of the Borrower, the Agents or
the Issuing Bank, sell participations in all or a portion of its rights and
obligations under this Agreement (including all or a portion of its Commitment,
the Loans owing to it, the Notes held by it and the participations in Letters of
Credit held by it) to one or more participants: provided, however, that (i) such
Lender's obligations under this Agreement shall remain unchanged, (ii) except in



the case of a participation to an existing participant or its Affiliate, the
outstanding principal amount of the Loans subject to each such participation
shall not be less than the lesser of (A) $5,000,000 and (B) the entire remaining
amount of the outstanding Loans and unused Commitment of such Lender, (iii) such
Lender shall simultaneously grant a participation, and the participant shall
simultaneously take a participation in a pro rata portion of the sum of the
principal amount of the outstanding loans under the Existing Credit Agreement
and the unused amount of the commitments of the lender under the Existing Credit
Agreement (iv) such Lender shall remain solely responsible to the other parties
hereto for the performance of such obligations, (v) the participating banks or
other entities shall be entitled to the benefit of the cost protection
provisions contained in Sections 2.13, 2.15 and 2.19 to the same extent as if
they were Lenders and (vi) the Borrower, the Agents, the Issuing Bank (and the
other Lenders shall continue to deal solely and directly with such Lender in
connection with such Lender's rights and obligations under this Agreement, and
such Lender shall retain the sole right to enforce the obligations of the
Borrower relating to the Loans and to approve any amendment, modification or
waiver of any provision of this Agreement (other than amendments, modifications
or waivers decreasing the principal amount of any Loan, extending the Maturity
Date, the Conversion Date, extending any Repayment Date or any date for the
payment of any interest on any Loan, waiving or excusing
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any such payment or any part thereof, decreasing the rate of interest on any
Loan, changing or extending any Commitment or decreasing any Commitment Fees or
Letter of Credit Fees or postponing the date fixed for any reimbursement of a
Letter of Credit Disbursement, permitting the release of any material amount of
Collateral under any Collateral Document, permitting the release of any material
guarantor from the Guarantee Agreements or increasing the aggregate Commitments
of the Lenders).

         (g) Any Lender or participant may, in connection with any assignment or
participation or proposed assignment or participation pursuant to this Section
9.04, disclose to the assignee or participant or proposed assignee or
participant any information relating to the Borrower or any of the other Loan
Parties furnished to such Lender by or on behalf of the Borrower or any of the
other Loan Parties; provided that, prior to any such disclosure of information
designated by the Borrower as confidential, each such assignee or participant or
proposed assignee or participant shall execute an agreement whereby such
assignee or participant shall agree (subject to customary exceptions) to
preserve the confidentiality of such confidential information.

         (h) Assignments and participations pursuant to this Section 9.04 need
to be pro rata among the Facility.

         (i) Any Lender may at any time assign all or any portion of its rights
under this Agreement and the Notes issued to it to a Federal Reserve Bank;
provided that no such assignment shall release a Lender from any of its
obligations hereunder.

         (j) The Borrower shall not assign or delegate any of its rights or
duties hereunder or any interest herein (whether voluntarily, by operation of
law or otherwise). Any purported assignment or delegation in violation of the
foregoing shall be void.

         Section 9.05 Expenses; Indemnity. (a) The Borrower agrees to pay
(whether or not the transactions contemplated hereby shall be consummated) all
reasonable out-of-pocket costs and expenses incurred by any Agent or the Issuing
Bank in connection with the preparation, execution and delivery of this
Agreement and the other Loan Documents, the closing of the Facility, the
administration of the Facility or any amendment, modification or waiver of the
provisions hereof or thereof or incurred by any Agent, the Issuing Bank or any
Lender in connection with the enforcement or protection of the rights of the
Agents, the Issuing Bank and the Lenders under this Agreement and the other Loan
Documents or in connection with the Loans made hereunder, the Notes issued
hereunder or the Letters of Credit issued hereunder, including the reasonable
fees, charges and disbursements of (i) McGuireWoods LLP, counsel for the
Administrative Agent and the Documentation Agent, (ii) any third party
consultants retained to assist the Agents in analyzing any environmental,
insurance and other due diligence issues, (iii) any search and filing fees of
ChoicePoint or another company acceptable to the Lenders and (iv) in connection
with any such enforcement or protection, any other counsel for any Agent, the



Issuing Bank or any Lender.

         (b) The Borrower agrees to indemnify each of the Agents, the Issuing
Bank, the affiliates of any Agent, the Issuing Bank, the Lenders, and their
respective directors, officers,
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employees, agents and Controlling Persons (each, an "Indemnified Party") from
and against any and all losses, claims (whether valid or not), damages and
liabilities, joint or several, to which such Indemnified Party may become
subject, related to or arising out of (i) the Facility and the transactions
contemplated hereby and thereby, (ii) the execution or delivery of this
Agreement or any other Loan Document or any agreement or instrument contemplated
hereby or thereby, the performance by the parties hereto or thereto of their
respective obligations hereunder or thereunder or the consummation of
transactions contemplated hereby and thereby, (iii) the use of the Letters of
Credit or the proceeds of the Loans or (iv) any claim, litigation, investigation
or proceeding relating to any of the foregoing, whether or not any Indemnified
Party is a party thereto. The Borrower further agrees to reimburse each
Indemnified Party for all expenses (including reasonable attorneys' fees and
expenses) as they are incurred in connection with the investigation of,
preparation for or defense of any pending or threatened claim or any action or
proceeding arising therefrom. Notwithstanding the foregoing, the obligation to
indemnify any Indemnified Party under this Section 9.05(b) shall not apply in
respect of any loss, claim, damage or liability to the extent that a court of
competent jurisdiction shall have determined by final and nonappealable judgment
that such loss, claim, damage or liability resulted from such Indemnified
Party's wilful malfeasance, gross negligence or bad faith.

         (c) The Borrower agrees to indemnify each of the Agents, the Issuing
Bank, the Lenders and the other Indemnified Parties from and against any and all
losses, claims (whether valid or not), damages and liabilities, joint or
several, to which such Indemnified Party may become subject, related to or
arising out of (i) any Environmental Laws affecting the Borrower or any other
Loan Party or its properties or assets, (ii) any Hazardous Materials managed by
the Borrower or any other Loan Party, (iii) any event, condition or circumstance
involving environmental pollution, regulation or control affecting the Borrower
or any other Loan Party or its properties or assets or (iv) any claim,
litigation, investigation or proceeding relating to any of the foregoing,
whether or not any Indemnified Party is a party thereto. The Borrower further
agrees to reimburse each Indemnified Party for all expenses (including
reasonable attorneys' fees and expenses) as they are incurred in connection with
the investigation of, preparation for or defense of any pending or threatened
claim or any action or proceeding arising therefrom. Notwithstanding the
foregoing, the obligation to indemnify any Indemnified Party under this Section
9.05(c) shall not apply in respect of any loss, claim, damage or liability to
the extent that a court of competent jurisdiction shall have determined by final
and nonappealable judgment that such loss, claim, damage or liability resulted
from such Indemnified Party's wilful malfeasance, gross negligence or bad faith.

         (d) In the event that the foregoing indemnity is unavailable or
insufficient to hold an Indemnified Party harmless, then the Borrower will
contribute to amounts paid or payable by such Indemnified Party in respect of
such Indemnified Party's losses, claims, damages or liabilities in such
proportions as appropriately reflect the relative benefits received by and fault
of the Borrower and such Indemnified Party in connection with the matters as to
which such losses, claims, damages or liabilities relate and other equitable
considerations.

         (e) If any action, proceeding or investigation is commenced, as to
which any Indemnified Party proposes to demand such indemnification, it shall
notify the Borrower with reasonable promptness; provided, however, that any
failure by such Indemnified Party to notify
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the Borrower shall not relieve the Borrower from its obligations hereunder
except to the extent the Borrower is prejudiced thereby. The Borrower shall be
entitled to assume the defense of any such action, proceeding or investigation,
including the employment of counsel and the payment of all fees and expenses.



Each Indemnified Party shall have the right to employ separate counsel in
connection with any such action, proceeding or investigation and to participate
in the defense thereof, but the fees and expenses of such counsel shall be paid
by such Indemnified Party, unless (i) the Borrower has failed to assume the
defense and employ counsel as provided herein, (ii) the Borrower has agreed in
writing to pay such fees and expenses of separate counsel or (iii) an action,
proceeding or investigation has been commenced against such Indemnified Party
and the Borrower and representation of both the Borrower and such Indemnified
Party by the same counsel would be inappropriate because of actual or potential
conflicts of interest between the parties (in the case of any Agent or Lender,
the existence of any such actual or potential conflict of interest to be
determined by such party, taking into account, among other things, any relevant
regulatory concerns). In the case of any circumstance described in clause (i),
(ii), or (iii) of the immediately preceding sentence, the Borrower shall be
responsible for the reasonable fees and expenses of such separate counsel;
provided, however, that the Borrower shall not in any event be required to pay
the fees and expenses of more than one separate counsel (plus appropriate local
counsel under the direction of such separate counsel) for all Indemnified
Parties. The Borrower shall be liable only for settlement of any claim against
an Indemnified Party made with the Borrower's written consent.

         (f) The provisions of this Section 9.05 shall remain operative and in
full force and effect regardless of the expiration of the term of this
Agreement, the consummation of the transactions contemplated hereby, the
repayment of any of the Loans, the invalidity or unenforceability of any term or
provision of this Agreement or any other Loan Document, or any investigation
made by or on behalf of any Agent or Lender. All amounts due under this Section
9.05 shall be payable on written demand therefor.

         Section 9.06 Right of Setoff. If an Event of Default shall have
occurred and be continuing, each Lender is hereby authorized at any time and
from time to time, to the fullest extent permitted by law, to set off and apply
any and all deposits (general or special, time or demand, provisional or final)
at any time held and other indebtedness at any time owing by such Lender to or
for the credit or the account of the Borrower against any of and all the
obligations of the Borrower now or hereafter existing under this Agreement and
the other Loan Documents held by such Lender, irrespective of whether or not
such Lender shall have made any demand under this Agreement or such other Loan
Document and although such obligations may be unmatured. The rights of each
Lender under this Section 9.06 are in addition to other rights and remedies
(including other rights of setoff) which such Lender may have.

         Section 9.07 Applicable Law. THIS AGREEMENT AND THE OTHER LOAN
DOCUMENTS SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE
STATE OF NEW YORK.

         Section 9.08 Waivers; Amendment. (a) No failure or delay of any Agent,
the Issuing Bank or any Lender in exercising any power or right hereunder shall
operate as a waiver thereof, nor shall any single or partial exercise of any
such right or power, or any abandonment or
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discontinuance of steps to enforce such a right or power, preclude any other or
further exercise thereof or the exercise of any other right or power. The rights
and remedies of the Agents, the Issuing Bank and the Lenders hereunder and under
the other Loan Documents are cumulative and are not exclusive of any rights or
remedies which they would otherwise have. No waiver of any provision of this
Agreement or any other Loan Document or consent to any departure by the Borrower
therefrom shall in any event be effective unless the same shall be permitted by
Section 9.08(b), and then such waiver or consent shall be effective only in the
specific instance and for the purpose for which given. No notice or demand on
the Borrower in any case shall entitle the Borrower to any other or further
notice or demand in similar or other circumstances.

         (b) None of this Agreement, the other Loan Documents and any provision
hereof or thereof may be waived, amended or modified, except pursuant to an
agreement or agreements in writing entered into by the Borrower and the Required
Lenders; provided, however, that no such waiver, amendment or modification shall
(i) decrease the principal amount of any Loan, extend the Maturity Date or the
Conversion Date, extend any Repayment Date or any date for the payment of any
interest on any Loan, or waive or excuse any such payment or any part thereof,



or decrease the rate of interest on any Loan, without the prior written consent
of each holder of a Note affected thereby, (ii) change or extend the Commitment
or decrease the Commitment Fees or Letter of Credit Fees of any Lender without
the prior written consent of such Lender, (iii) postpone the date fixed for any
reimbursement of a Letter of Credit Disbursement without the prior written
consent of each Lender affected thereby, (iv) permit the release of any material
amount of Collateral under any Collateral Document or permit the release of any
material guarantor from the Guarantee Agreements without the prior written
consent of each Lender, (v) increase the aggregate Commitments of the Lenders
without the prior written consent of each Lender, (vi) amend or modify the
provisions of 2.11(h), the provisions of Section 2.16, the provisions of
Sections 9.04(b)(v), (h) and (j), or any of the provisions of Article II
relating to the pro rata treatment between this Agreement and the Existing
Credit Agreement, the provisions of this Section 9.08 or the definition of
"Required Lenders" or otherwise change the percentage of the Commitments, the
percentage of the aggregate unpaid principal amount of the Notes or the number
of Lenders which shall be required for the Lenders or any of them to take any
action under any provision of this Agreement or any other Loan Document, without
the prior written consent of each Lender; provided further that no such
agreement shall amend, modify or otherwise affect the rights or duties of any
Agent or the Issuing Bank hereunder without the prior written consent of such
Agent or the Issuing Bank, as applicable. Each Lender and each holder of a Note
shall be bound by any waiver, amendment or modification authorized by this
Section 9.08 regardless of whether its Note shall have been marked to make
reference thereto, and any consent by any Lender or holder of a Note pursuant to
this Section 9.08 shall bind any Person subsequently acquiring a Note from it,
whether or not such Note shall have been so marked.

         Section 9.09 Interest Rate Limitation. Notwithstanding anything herein
or in the Notes to the contrary, if at any time the applicable interest rate,
together with all fees and charges which are treated as interest under
applicable law (collectively the "Charges"), as provided for herein or in any
other document executed in connection herewith, or otherwise contracted for,
charged, received, taken or reserved by any Lender, shall exceed the maximum
lawful rate (the "Maximum Rate") which may be contracted for, charged, taken,
received or reserved by such Lender in accordance with applicable law, the rate
of interest payable under the affected Note
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held by such Lender, together with all Charges payable to such Lender, shall be
limited to the Maximum Rate.

         Section 9.10 Entire Agreement. This Agreement, the other Loan
Documents, the other Operative Agreements and the Letter Agreement constitute
the entire contract among the parties relative to the subject matter hereof and
thereof. Any agreement previously entered into among the parties with respect to
the subject matter hereof and thereof is superseded by this Agreement, the other
Loan Documents, the other Operative Documents and the Letter Agreement. Nothing
in this Agreement, the other Loan Documents, the other Operative Agreements or
the Letter Agreement, expressed or implied, is intended to confer upon any
party, other than the parties hereto and the other Secured Parties, any rights,
remedies, obligations or liabilities under or by reason of this Agreement, the
other Loan Documents, the other Operative Agreements or the Letter Agreement.

         Section 9.11 Severability. In the event any one or more of the
provisions contained in this Agreement or in any other Loan Document should be
held invalid, illegal or unenforceable in any respect, the validity, legality
and enforceability of the remaining provisions contained herein and therein
shall not in any way be affected or impaired thereby. The parties shall endeavor
in good-faith negotiations to replace the invalid, illegal or unenforceable
provisions with valid provisions the economic effect of which comes as close as
possible to that of the invalid, illegal or unenforceable provisions.

         Section 9.12 Counterparts. This Agreement may be executed in two or
more counterparts, each of which shall constitute an original but all of which
when taken together shall constitute but one contract, and shall become
effective as provided in Section 9.03.

         Section 9.13 Headings. Article and Section headings and the Table of
Contents used herein are for convenience of reference only, are not part of this
Agreement and are not to affect the construction of, or to be taken into



consideration in interpreting, this Agreement.

         Section 9.14 Jurisdiction; Consent to Service of Process; Waiver of
Jury Trial. (a) The Borrower hereby irrevocably and unconditionally submits, for
itself and its property, to the nonexclusive jurisdiction of any New York State
court or Federal court of the United States of America sitting in New York, New
York, and any appellate court from any thereof, in any action or proceeding
arising out of or relating to this Agreement or the other Loan Documents, or for
recognition or enforcement of any judgment, and each of the parties hereto
hereby irrevocably and unconditionally agrees that all claims in respect of any
such action or proceeding may be heard and determined in such New York State or,
to the extent permitted by law, in such Federal court. Each of the parties
hereto agrees that a final judgment in any such action or proceeding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or
in any other manner provided by law. Nothing in this Agreement shall affect any
right that any Agent, the Issuing Bank or any Lender may otherwise have to bring
any action or proceeding relating to this Agreement or the other Loan Documents
against the Borrower or its properties in the courts of any jurisdiction.
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         (b) The Borrower hereby irrevocably and unconditionally waives, to the
fullest extent it may legally and effectively do so, any objection which it may
now or hereafter have to the laying of venue of any suit, action or proceeding
arising out of or relating to this Agreement or the other Loan Documents in any
New York State court or Federal court of the United States of America sitting in
New York, New York. Each of the parties hereto hereby irrevocably waives, to the
fullest extent permitted by law, the defense of an inconvenient forum to the
maintenance of such action or proceeding in any such court.

         (c) Each party to this Agreement irrevocably consents to service of
process in the manner provided for notices in Section 9.01. Nothing in this
Agreement will affect the right of any party to this Agreement to serve process
in any other manner permitted by law.

         (d) To the fullest extent permitted under applicable law, each of the
Borrower, the Lenders, the Agents and the Issuing Bank hereby irrevocably and
unconditionally waives all right to trial by jury in any action, proceeding or
counterclaim arising out of or related to this Agreement and the other Loan
Documents or any of the transactions contemplated hereby or thereby.

         Section 9.15 Legend. THIS AGREEMENT AND THE NOTES ARE SUBJECT TO THE
TERMS AND CONDITIONS CONTAINED IN THE TRUST AGREEMENT WHICH, AMONG OTHER THINGS,
ESTABLISHES CERTAIN RIGHTS WITH RESPECT TO THE SECURITY FOR THIS AGREEMENT AND
THE NOTES AND THE SHARING OF PROCEEDS THEREOF WITH CERTAIN OTHER SECURED
CREDITORS. COPIES OF THE TRUST AGREEMENT WILL BE FURNISHED TO ANY HOLDER OF THE
NOTES UPON REQUEST TO THE BORROWER.

         Section 9.16 [Intentionally Omitted].
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         IN WITNESS WHEREOF, the Borrower, the Agents, the Issuing Bank and the
Lenders have caused this Agreement to be duly executed by their respective
authorized officers as of the day and year first above written.

                             STAR GAS PROPANE, L.P., as Borrower

                             By:      STAR GAS LLC,
                                      its general partner

                                      By:
                                          --------------------------------------
                                      Name:
                                      Title:



                             FLEET NATIONAL BANK,
                             as Administrative Agent, as Issuing Bank
                             and as a Lender

                             By:
                                 ----------------------------------------
                             Name:
                             Title:

                             BANK OF AMERICA, N.A.,
                             as Documentation Agent and as a Lender

                             By:
                                 ----------------------------------------
                             Name:
                             Title:

                             JPMORGAN CHASE BANK,
                             as a Lender

                             By:
                                 ----------------------------------------
                             Name:
                             Title:

                             CITIZENS BANK OF MASSACHUSETTS,
                             as a Lender

                             By:
                                 ----------------------------------------
                             Name:
                             Title:



                                                                   Exhibit 10.30

                           WAIVER AND THIRD AMENDMENT
                 TO SECOND AMENDED AND RESTATED CREDIT AGREEMENT

                  This WAIVER AND THIRD AMENDMENT TO SECOND AMENDED AND RESTATED
CREDIT AGREEMENT (this "Amendment"), dated as of April 25, 2002, is entered into
by and among PETROLEUM HEAT AND POWER CO., INC., a Minnesota corporation (the
"Borrower"), each of the financial institutions referred to as Lenders in the
Existing Credit Agreement referred to below (collectively, the "Lenders"), BANK
OF AMERICA, N.A. ("BofA"), as administrative agent for the Lenders (in such
capacity, the "Agent") and as issuer of certain letters of credit (in such
capacity, the "Issuer"), and amends that certain Second Amended and Restated
Credit Agreement, dated as of June 15, 2001 (the "Existing Credit Agreement" and
as the same may be amended, supplemented or modified and in effect from time to
time, the "Credit Agreement"), by and among the Borrower, the Lenders from time
to time party to the Credit Agreement, the Agent, the Issuer, Fleet National
Bank, as Syndication Agent, and First Union National Bank, as Documentation
Agent. Capitalized terms used and not otherwise defined in this Amendment shall
have the same meanings in this Amendment as set forth in the Credit Agreement,
and the rules of interpretation set forth in Section 1.3 of the Credit Agreement
shall be applicable to this Amendment.

                                     RECITAL

                  WHEREAS, the Borrower has requested that the Lenders (i) reset
the Consolidated Cash Flow to Interest Expense Ratio and Leverage Ratio
covenants, (ii) as contemplated by the second sentence of Section 1.4 of the
Credit Agreement, set forth the agreement of the parties that the effect of
Statements 133, 141 and 142 of the Financial Accounting Standards Board on the
Obligors' financial data is to be disregarded for purposes of calculating
Available Cash, the Consolidated Cash Flow to Interest Expense Ratio and the
Leverage Ratio under the Credit Agreement (but for no other purpose), (iii)
amend certain other provisions of the Existing Credit Agreement and (iv) waive
any failure of the Borrower to comply with Section 8.2.4(a) and (b) of the
Existing Credit Agreement during the period from January 1, 2002 to the
Amendment Effective Date (as defined below), and the Required Lenders, on the
terms and subject to the conditions set forth herein, have agreed to do so.

                                    AGREEMENT

                  NOW, THEREFORE, in consideration of the foregoing, the mutual
covenants and agreements set forth below and other good and valuable
consideration, the receipt and adequacy of which are hereby acknowledged, the
parties agree as follows:

                  SECTION 1. Waiver.

                  (a) In accordance with Section 11.1 of the Credit Agreement
and, on the terms of this Amendment and subject to the satisfaction of the
conditions precedent set forth in Section 3 below, on a one time basis, the
Required Lenders hereby waive compliance with Section 8.2.4(a) and (b) of the
Existing Credit Agreement during the period from January 1, 2002 to the
Amendment Effective Date.

         (b) The waiver given herein is a one time waiver strictly limited to
its terms and shall not have any force and effect other than as expressly set
forth herein. The Agent and the Lenders specifically retain all their present
and future rights under the Credit Agreement, including rights in connection
with the representations, conditions and covenants thereof, except as
specifically modified by the limited waiver described in Section 1(a). No
further waiver, either of additional terms or for any additional period, or
consents of any kind, shall be implied from the waiver granted herein. Without
limiting the foregoing, the Borrower expressly acknowledges that neither the
Agent nor any Lender has made any statement, promise or commitment, or given any
promise or assurance, express or implied, that any waiver would be granted in
the future.

         SECTION 2. Amendments and Agreements. On the terms of this Amendment
and subject to the satisfaction of the conditions precedent set forth in Section
3 below and, with respect to Section 2(a), (d), (e), (f) and (h) below, the
continuing condition set forth in Section 4 below:



         (a) The definition of "Consolidated Cash Flow" set forth in Section 1.1
of the Existing Credit Agreement is hereby amended by inserting the following
proviso immediately prior to the period at the end of the first sentence of such
definition:

             "; provided, that solely for purposes of calculating Available
Cash, the Consolidated Cash Flow to Interest Expense Ratio and the Leverage
Ratio (but not for purposes of calculating the Pricing Ratio), Consolidated Cash
Flow shall be determined without giving effect to any non-cash gains or losses
incurred as a result of Financial Accounting Standards Board Statement 133 and
the implementation of Financial Accounting Standards Board Statements 141 and
142"

         (b) The definition of "Loan Document" set forth in Section 1.1 of the
Existing Credit Agreement is hereby amended to read in its entirety as follows:

             "Loan Document" means this Agreement, the Notes, the Guarantee
Agreements, the Security Documents, the L/C-Related Documents, the Intercreditor
Agreement, the letter agreement referred to in Section 3.3.4 and any other fee
letter, pledge agreement, security agreement, guaranty, mortgage, subordination
agreement or other agreement delivered from time to time to the Agent under or
in connection with this Agreement, as the same may be amended, supplemented,
restated or otherwise modified from time to time.

         (c) Section 6.2 of the Existing Credit Agreement is hereby amended by
inserting the following provision as Section 6.2.5 of the Credit Agreement:

             6.2.5 Compliance Certificate. With respect to any Borrowing of
Facility C Loans or Issuance of Facility C Letters of Credit, the Borrower shall
have delivered to the Agent a certificate of a Responsible Officer of the
Borrower certifying and demonstrating that, after giving effect to such
Borrowing or Issuance, (a) Holdings, the Borrower and the Material Subsidiaries
will be in compliance with the Leverage Ratio covenant set forth in Section
8.2.4(a) and (b) Holdings, the Borrower and the Material Subsidiaries will be in
compliance with the Consolidated Cash Flow to Interest Expense Ratio covenant
set forth in Section 8.2.4(b).
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          (d)  Section 8.2.4(a) of the Existing Credit Agreement is hereby
amended to read in its entirety as follows:

               (a) the Leverage Ratio based upon the most recent four Fiscal
          Quarters to exceed the following respective amounts at any time during
          the following respective periods:

                            Period                           Leverage Ratio
                            ------                           --------------
                January 1, 2002 through March 31,              5.75 to 1
                             2002

                 April 1, 2002 through June 30,                6.00 to 1
                             2002

                July 1, 2002 through September 30,             5.75 to 1
                             2002

                    October 1, 2002 through                    5.00 to 1
                       December 31, 2002

                January 1, 2003 and thereafter                 4.00 to 1

          (e)  Section 8.2.4(b) of the Existing Credit Agreement is hereby
amended to read in its entirety as follows:

               (b) the Consolidated Cash Flow to Interest Expense Ratio to be
          equal to or less than the following respective amounts at any time
          during the following respective periods:

                                                             Consolidated Cash
                                                             Flow to Interest
                            Period                             Expense Ratio



                            ------                             -------------

                January 1, 2002 through March 31,              1.85 to 1
                             2002

                 April 1, 2002 through June 30,                1.80 to 1
                             2002

                July 1, 2002 through September 30,             1.90 to 1
                             2002

                    October 1, 2002 through                    2.00 to 1
                      December 31, 2002
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                                  January 1, 2003 and thereafter      2.50 to 1

                  (f) Section 8.2.2(a)(iv) of the Existing Credit Agreement is
hereby amended to read in its entirety as follows:

                      (iv) additional secured Indebtedness of Holdings, the
                  Borrower and the Material Subsidiaries in excess of
                  Indebtedness permitted by clauses (i) and (ii) above, if (A)
                  Holdings, the Borrower and the Material Subsidiaries are in
                  compliance with the Consolidated Cash Flow to Interest Expense
                  Ratio covenant set forth in Section 8.2.4(b) after giving
                  effect to any Indebtedness being incurred and the repayment of
                  any Indebtedness being refinanced, (B) Holdings, the Borrower
                  and the Material Subsidiaries are in compliance with the
                  Leverage Ratio covenant set forth in Section 8.2.4(a) after
                  giving effect to any Indebtedness being incurred and the
                  repayment of any Indebtedness being refinanced, (C) in the
                  case of Indebtedness (other than Borrower notes) incurred in
                  connection with Capitalized Lease Liabilities, the obligations
                  incurred do not exceed the fair market value of such property
                  or assets (as determined in good faith by the Board of
                  Directors of the Borrower), (D) to the extent such
                  Indebtedness is pari passu with the other Senior Debt, the
                  creditors in respect of such additional Indebtedness shall
                  have become parties to the Intercreditor Agreement and the
                  Intercreditor Agreement shall have been amended, if necessary,
                  to reflect such additional Indebtedness and otherwise shall be
                  in form and substance satisfactory to the Agent and the
                  Lenders, (E) to the extent such Indebtedness is subordinate to
                  the Senior Debt, such Indebtedness constitutes Permitted
                  Subordinated Debt, (F) in the case of Indebtedness incurred in
                  connection with Secured Interest Rate Contracts, the
                  obligations incurred shall be Permitted Secured Interest Rate
                  Contract Obligations, (G) in the case of Indebtedness the
                  proceeds of which shall be used to refinance, refund, renew or
                  otherwise repay Senior Debt, Holdings, the Borrower and the
                  Material Subsidiaries shall not be required to satisfy the
                  conditions set forth in clauses (A) and (B) of this Section
                  8.2.2(a)(iv) if (1) the other conditions set forth in this
                  Section 8.2.2(a)(iv) are satisfied and (2) such Indebtedness
                  meets all of the requirements specified in the proviso set
                  forth in the penultimate paragraph of this Section 8.2.2(a)
                  and (H) no Default or Event of Default would exist after
                  incurring such Indebtedness;

                  (g) The penultimate paragraph of Section 8.2.2(a) of the
Existing Credit Agreement is hereby amended by replacing the comma at the end of
clause (x) of such paragraph with the word "and".
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               (h)   Exhibit G to the Existing Credit Agreement is hereby
replaced with Exhibit G to this Amendment.

               (i)   The Borrower agrees to pay to the Agent, for the account of



the Lenders, the amendment fees specified in the letter agreement dated April
25, 2002 between the Borrower and the Agent (the "Amendment Fee Letter"), in
each case at the times specified in the Amendment Fee Letter.

               SECTION 3. Conditions Precedent to the Effectiveness of this
Amendment. The effectiveness of the one time waiver granted pursuant to Section
1 above and the amendment and agreements contained in Section 2 above is
conditioned upon, and such waiver, amendments and agreements shall not be
effective until, each of the following conditions has been satisfied (the first
date on which all of the following conditions have been satisfied being referred
to herein as the "Amendment Effective Date"), and shall, solely in the case of
the one time waiver granted pursuant to Section 1 above and the amendments
contained in Section 2(a), (d), (e), (f) and (h) above, only be effective
thereafter so long as the continuing condition contained in Section 4 below is
complied with:

               (a)   (i)  The Agent shall have received, on behalf of the
Lenders, this Amendment, duly executed and delivered by the Borrower, the Agent,
the Issuer and the Required Lenders, and the Amendment Fee Letter, duly executed
and delivered by the Borrower and the Agent, and (ii) each of the other Obligors
shall have acknowledged, agreed and consented to this Amendment and, if
applicable, reaffirmed the Guarantee Agreement to which such Obligor is a party
by executing and delivering the Guarantor Confirmation attached to this
Amendment.

               (b)   The Agent shall have received, on behalf of the Lenders,
copies of (i) corporate resolutions of the board of directors of the Borrower
authorizing and ratifying the transactions contemplated hereby, certified as of
the Amendment Effective Date by the Secretary or an Assistant Secretary of the
Borrower, and (ii) certified charter documents and a good standing certificate
for the Borrower from its jurisdiction of incorporation.

               (c)   The representations and warranties set forth in this
Amendment shall be true and correct as of the Amendment Effective Date.

               (d)   The Agent shall have received a legal opinion satisfactory
to it from counsel to the Obligors as to the matters set forth in Section 5(a),
(b), (c), (d) and (e) below and any other matters requested by the Agent.

               (e)   No Facility C Working Capital Loan shall be outstanding.

               (f)   The Borrower shall have paid to the Agent, for the account
of the Lenders, the amendment fees due and payable on the Amendment Effective
Date pursuant to the Amendment Fee Letter.

               SECTION 4. Continuing Condition to Effectiveness of Amendment and
Waiver. The waiver set forth in Section 1 above and the amendments contained in
Section 2(a), (d), (e), (f) and (h) above shall be subject to, in addition to
the conditions set forth in Section 3 above, the
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condition that at no time after April 25, 2002 shall the Borrower (a) use the
proceeds of the Facility A Loans, Swing Loans or Facility C Loans, or request
the issuance of Facility A Letters of Credit or Facility C Letters of Credit, to
refinance, refund, renew or otherwise repay any Indebtedness of Holdings, the
Borrower or any Material Subsidiary (other than the Obligations) or (b) use the
proceeds of the Facility C Loans, or request the issuance of Facility C Letters
of Credit, for working capital purposes. If at any time after April 25, 2002 the
Borrower shall (x) use the proceeds of the Facility A Loans, Swing Loans or
Facility C Loans, or request the issuance of Facility A Letters of Credit or
Facility C Letters of Credit, to refinance, refund, renew or otherwise repay any
Indebtedness of Holdings, the Borrower or any Material Subsidiary (other than
the Obligations) or (y) use the proceeds of the Facility C Loans, or request the
issuance of Facility C Letters of Credit, for working capital purposes, then the
waiver set forth in Section 1 above and the amendments contained in Section (a),
(d), (e), (f) and (h) above shall automatically and immediately terminate and be
rescinded, the provisions of Section 8.2.4(a) and (b) of the Existing Credit
Agreement shall be retroactively reinstated and any Default or Event of Default
which would have existed by reason of the failure to comply with Section
8.2.4(a) and (b) of the Existing Credit Agreement shall be retroactively
reinstated, except that the amendments and agreements contained in Section 2(b),
(c), (g) and (i) shall remain in effect for all purposes. Upon such termination



and rescission, the Agent and the Lenders shall have all of their rights and
remedies under the Credit Agreement, including any rights and remedies arising
from a Default or Event of Default occasioned by the failure to comply with
Section 8.2.4(a) and (b).

               SECTION 5.  Representations and Warranties. In order to induce
the Agent, the Issuer and the Lenders to enter into this Amendment and to amend
the Existing Credit Agreement in the manner provided in this Amendment, the
Borrower represents and warrants to the Agent, the Issuer and each Lender as of
the Amendment Effective Date as follows:

               (a)  Power and Authority. The Borrower has all requisite
corporate power and authority to enter into this Amendment and to carry out the
transactions contemplated by, and perform its obligations under, the Existing
Credit Agreement as amended by this Amendment (hereafter referred to as the
"Amended Credit Agreement").

               (b)  Authorization of Agreements. The execution and delivery of
this Amendment by the Borrower and the performance of the Amended Credit
Agreement by the Borrower have been duly authorized by all necessary action, and
this Amendment has been duly executed and delivered by the Borrower. All of the
Obligors other than the Borrower have executed and delivered this Amendment or
the Guarantor Confirmation attached to this Amendment, as applicable.

               (c)  Enforceability. Each of this Amendment and the Amended
Credit Agreement constitutes the legal, valid and binding obligation of the
Borrower enforceable against the Borrower in accordance with its terms, except
as may be limited by bankruptcy, insolvency or other similar laws affecting the
enforcement of creditors' rights in general. The enforceability of the
obligations of the Borrower hereunder is subject to general principles of equity
(regardless of whether such enforceability is considered in a proceeding in
equity or at law).
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               (d)  No Conflict. The execution and delivery by the Borrower of
this Amendment and the performance by the Borrower of each of this Amendment and
the Amended Credit Agreement do not and will not (i) contravene, in any material
respect, any provision of any law, regulation, decree, ruling, judgment or order
that is applicable to the Borrower or its properties or other assets, (ii)
result in a breach of or constitute a default under the charter, bylaws or other
organizational documents of the Borrower or any material agreement, indenture,
lease or instrument binding upon the Borrower or its properties or other assets
or (iii) result in the creation or imposition of any Liens on its properties
other than as permitted under the Credit Agreement.

               (e)  Governmental Consents.  No authorization or approval or
other action by, and no notice to or filing with, any governmental authority or
regulatory body is required for the due execution, delivery and performance by
the Borrower of this Amendment.

               (f)  Representations and Warranties in the Credit Agreement. The
Borrower confirms that as of the Amendment Effective Date the representations
and warranties contained in Article VII of the Credit Agreement are (before and
after giving effect to this Amendment) true and correct in all material respects
(except to the extent any such representation and warranty is expressly stated
to have been made as of a specific date, in which case it shall be true and
correct as of such specific date) and that no Default has occurred and is
continuing.

               SECTION 6.  Miscellaneous.

               (a)  Reference to and Effect on the Existing Credit Agreement and
the other Loan Documents.

                    (i)   Except as specifically amended by this Amendment and
the documents executed and delivered in connection herewith, the Existing Credit
Agreement and the other Loan Documents shall remain in full force and effect and
are hereby ratified and confirmed.

                    (ii)  The execution and delivery of this Amendment and
performance of the Amended Credit Agreement shall not, except as expressly
provided herein, constitute a waiver of any provision of, or operate as a waiver



of any right, power or remedy of the Agent or the Lenders under, the Existing
Credit Agreement or any of the other Loan Documents.

                    (iii) On and after the Amendment Effective Date, each
reference in the Credit Agreement to "this Agreement", "hereunder", "hereof",
"herein" or words of like import referring to the Credit Agreement, and each
reference in the other Loan Documents to the "Credit Agreement", "thereunder",
"thereof" or words of like import referring to the Credit Agreement, shall mean
and be a reference to the Credit Agreement as amended by this Amendment.

                    (iv)  This Amendment shall be a Loan Document for all
purposes of the Credit Agreement and the other Loan Documents.
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               (b)  Expenses. The Borrower acknowledges that all costs and
expenses of the Agent incurred in connection with this Amendment will be paid in
accordance with Section 11.3 of the Existing Credit Agreement.

               (c)  Headings. Section and subsection headings in this Amendment
are included for convenience of reference only and shall not constitute a part
of this Amendment for any other purpose or be given any substantive effect.

               (d)  Counterparts. This Amendment may be executed in one or more
counterparts, each of which shall be deemed an original but all of which
together shall constitute one and the same instrument. Transmission by
telecopier of an executed counterpart of this Amendment shall be deemed to
constitute due and sufficient delivery of such counterpart.

               (e)  Governing Law.  This Amendment shall be governed by and
construed according to the laws of the State of New York.

                  [Remainder of page intentionally left blank.]
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               IN WITNESS WHEREOF, the parties hereto have duly executed this
Amendment as of the date first above written.

                                             PETROLEUM HEAT AND POWER CO., INC.

                                             By:_______________________________
                                             Name:
                                             Title:

Acknowledged and Agreed:

PETRO HOLDINGS, INC.

By:______________________________
Name:
Title:

STAR GAS PARTNERS, L.P.

By: Star Gas LLC, its General Partner

By:_______________________________
Name:
Title:



                                             BANK OF AMERICA, N.A., as Agent

                                             By:_______________________________
                                             Name:  David Price
                                             Title: Vice President

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                              BANK OF AMERICA, N.A., as Issuer and a Lender

                              By:___________________________________________
                              Name:
                              Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                        JP MORGAN CHASE BANK (formerly known as
                                        The Chase Manhattan Bank), as a Lender

                                        By:____________________________________
                                        Name:
                                        Title:

                       SIGNATURES CONTINUED ON NEXT PAGE]

                                             CIBC INC., as a Lender

                                             By:________________________________
                                             Name:
                                             Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                 CITIZENS BANK OF MASSACHUSETTS, as a Lender

                                 By:___________________________________________
                                 Name:
                                 Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                        FIRST UNION NATIONAL BANK, as a Lender

                                        By:____________________________________
                                        Name:
                                        Title:



                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                  FLEET NATIONAL BANK, as a Lender

                                  By:__________________________________________
                                  Name:
                                  Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                  ISRAEL DISCOUNT BANK OF NEW YORK, as a Lender

                                  By:___________________________________________
                                  Name:
                                  Title:

                                  By:___________________________________________
                                  Name:
                                  Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                        ROYAL BANK OF CANADA, as a Lender

                                        By:_____________________________________
                                        Name:
                                        Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                                  UNION BANK OF CALIFORNIA, N.A., as a Lender

                                  By:__________________________________________
                                  Name:
                                  Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                             GUARANTOR CONFIRMATION

          Each of the undersigned hereby (i) acknowledges and consents to the
foregoing Waiver and Third Amendment to Second Amended and Restated Credit
Agreement, (ii) reaffirms the terms of its respective Guarantee Agreement in
favor of the Trustee, (iii) acknowledges that such Guarantee Agreement remains
in full force and effect in accordance with its terms and (iv) confirms that the
obligations of the Borrower under the foregoing Waiver and Third Amendment to
Second Amended and Restated Credit Agreement and under the Amendment Fee Letter
referred to therein are "Guaranteed Obligations" as used in the Guarantee
Agreement to which it is a party.



Dated as of April 25, 2002

                                PETRO HOLDINGS, INC.

                                By:____________________________________________
                                Name:
                                Title:

                                STAR GAS PARTNERS, L.P.

                                By:  Star Gas LLC, its General Partner

                                By:____________________________________________
                                Name:
                                Title:

                                MEENAN OIL CO., L.P.

                                By:  Meenan Oil Co., Inc., its General Partner

                                By:____________________________________________
                                Name:
                                Title:

                       [SIGNATURES CONTINUED ON NEXT PAGE]

                               PETRO, INC.
                               ORTEP OF CONNECTICUT, INC.
                               MAXWHALE CORP.
                               ORTEP OF PENNSYLVANIA, INC.
                               MAREX CORPORATION
                               A.P. WOODSON COMPANY
                               STAR GAS CORPORATION
                               SY LUBA, INC.
                               MEENAN OIL CO., INC.
                               REGION OIL PLUMING, HEATING AND COOLING CO., INC.

                               By:_____________________________________________
                               Name:
                               Title:

                                                                       EXHIBIT G

                         FORM OF COMPLIANCE CERTIFICATE

                                             Financial
                                             Statement Date: _____________, ____

          Reference is made to that certain Second Amended and Restated Credit
Agreement, dated as of June 15, 2001 (as amended, restated, supplemented or
otherwise modified from time to time, the "Credit Agreement"), among Petroleum
Heat and Power Co, Inc., a Minnesota corporation (the "Borrower"), the several
financial institutions from time to time party to the Credit Agreement (the
"Lenders") and Bank of America, N.A., as agent for the Lenders (in such
capacity, the "Agent") and as Issuer of certain Letters of Credit, including the
Existing Letters of Credit. Unless otherwise defined herein, capitalized terms
used herein have the respective meanings assigned to them in the Credit



Agreement.

          The undersigned, pursuant to Section 8.1.1(c), of the Credit Agreement
hereby certifies as of the date hereof that he/she is the Responsible Officer of
the [Borrower] [and Star Gas Partners], and that, as such, he/she is authorized
to execute and deliver this Certificate to the Lenders, the Issuer and the Agent
on the behalf of [the Borrower] [Star Gas Partners], and that:

          [Use the following paragraph if this Certificate is delivered in
connection with the financial statements required by subsection [8.1.1(a)] of
the Credit Agreement.]

          1.   (i)  Attached as Schedule 1 hereto are (a) a true and correct
copy of the unaudited consolidated (and in the case of Holdings, consolidating)
balance sheets of the Holdings, the Borrower and the Material Subsidiaries as at
the end of the Fiscal Quarter ended __________, ____ and (b) the related
consolidated (and, as to statements of income and cash flows, if applicable and
to the extent that such are being prepared appropriate, consolidating)
statements of income, surplus, cash flows and stockholders' equity of the
Holdings, the Borrower and the Material Subsidiaries for such period and for the
period from the beginning of the current Fiscal Year to the end of such
quarterly period, setting forth in each case in comparative form the
consolidated and, where applicable and as appropriate, consolidating figures for
the corresponding periods of the previous Fiscal Year, all in reasonable detail
and such financial statements, present in all material respects, the information
contained therein (subject to changes resulting from normal year-end
adjustments), in accordance with GAAP applied on a basis consistent with prior
fiscal periods.

               (ii) Attached as Schedule 1 hereto are (a) a true and correct
copy of the unaudited consolidated (and to the extent that such are beings,
prepared, consolidating) balance sheets of the Star Gas Partners and its
Subsidiaries as at the end of the Fiscal Quarter ended __________, ____ and (b)
the related consolidated (and, as to statements of income and cash flows, if
applicable and to the extent that such are being prepared appropriate,
consolidating) statements of income, surplus or partners' capital and cash flows
of Star Gas Partners and its Subsidiaries for such period and for the period
from the beginning of the current Fiscal Year to
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the end of such quarterly period, setting forth in each case in comparative form
the consolidated and, where applicable and as appropriate, consolidating figures
for the corresponding periods of the previous Fiscal Year, and such financial
statements of the Managing General Partner as presenting fairly, in all material
respects, the information contained therein (subject to changes resulting from
normal year-end adjustments), in accordance with GAAP applied on a basis
consistent with prior fiscal periods.

                                       or

          [Use the following paragraph if this Certificate is delivered in
connection with the financial statements required by subsection [8.1.1 (b)] of
the Credit Agreement.]

          1.   (i)  Attached as Schedule 1 hereto are (a) a true and correct
copy of the audited consolidated (and in the case of Holdings, consolidating)
balance sheets of the Holdings, the Borrower and the Material Subsidiaries as at
the end of the Fiscal Year ended __________________, ____, and (b) the related
consolidated (and, as to statements of income and cash flows, if applicable and
to the extent that such are being prepared as appropriate, consolidating)
statements of income, cash flows and stockholders' equity of Holdings, the
Borrower and the Material Subsidiaries for such Fiscal Year, setting forth in
comparative form the consolidated and, consolidating figures for the previous
Fiscal Year, all in reasonable detail, and accompanied by a report thereon of
KPMG LLP which report contains no limitation on the scope of the audit and no
material qualification or exception and states that such consolidated financial
statements present fairly in all material respects the financial position of
Holdings, the Borrower and the Material Subsidiaries as at the dates indicated
and the results of their operations and cash flows for the periods indicated in
conformity with GAAP applied on a basis consistent with prior years and that the
audit by such accountants in connection with such consolidated financial
statements has been made in accordance with GAAP.



               (ii) Attached as Schedule 1 hereto are (a) a true and correct
copy of the audited consolidated (and to the extent that such are being
prepared, consolidating) balance sheets of the Star Gas Partners and its
Subsidiaries as at the end of the Fiscal Year ended __________________, ____,
and (b) the related consolidated (and, as to statements of income and cash
flows, if applicable and to the extent that such are being prepared as
appropriate, consolidating) statements of income, partners' capital and cash
flows of Star Gas Partners and its Subsidiaries for such Fiscal Year, setting
forth in comparative form the consolidated and, consolidating figures for the
previous Fiscal Year, all in reasonable detail, and accompanied by a report
thereon of KPMG LLP which report contains no limitation on the scope of the
audit and no material qualification or exception and states that such
consolidated financial statements present fairly in all material respects the
financial position of Star Gas Partners its Material Subsidiaries as at the
dates indicated and the results of their operations and cash flows for the
periods indicated in conformity with GAAP applied on a basis consistent with
prior years and that the audit by such accountants in connection with such
consolidated financial statements has been made in accordance with GAAP.

          2.   The undersigned has reviewed and is familiar with the terms of
the Credit Agreement and the other Loan Documents and has made, or has caused to
be made under his/her supervision, a review in reasonable detail of the
transactions and condition of the Holding, the
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Borrower and its Material Subsidiaries [Star Gas Partners] during the accounting
period covered by the attached financial statements.

          3. As of the date hereof, no Default or Event of Default has occurred
and is continuing.

          4. The following financial covenant analyses and other information set
forth on Schedule 2 attached hereto are true and accurate on and as of the date
of this Certificate.

          IN WITNESS WHEREOF, the undersigned has executed this certificate as
of [__________ __, ____].

                                          PETROLEUM HEAT AND POWER COMPANY, INC.

                                          By: _________________________________
                                              Name:
                                              Title:

                                          STAR GAS PARTNERS, L.P.

                                          By: Star Gas LLC, its managing
                                              general partner

                                              By: ______________________________
                                                  Name:
                                                  Title:
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                                                                  For the fiscal
                                                  quarter/year ended___________,
                                                       ____ ("Computation Date")

                                   SCHEDULE 2
                          to the Compliance Certificate

                                                                   Actual                Required/Permitted



                                                                                               
I.   Section 8.2.4(a) Funded Debt to Consolidated Cash
     Flow Ratio:

     A.   All interest bearing Indebtedness of Holdings, the    $___________
          Borrower and Material Subsidiaries as of the
          Computation Date (excluding Facility A Loans,
          Swing Loans and amounts not drawn in respect
          of Facility A Letters of Credit and Facility B
          Letters of Credit)

     B.   Capitalized Lease Liabilities                         $___________

     C.   Synthetic Lease Obligations                           $___________

     D.   The sum of A, B and C                                 $___________

     E.   Consolidated Cash Flow as stated in item  III(H)      $___________

     F.   Ratio of D to E                                       _____________   At all times less than or equal to the
                                                                                following respective amounts during the
                                                                                following respective periods:

                                                                                              Period               Leverage Ratio
                                                                                              ------               --------------
                                                                                                                        
                                                                                        January 1, 2002 through       5.75 to 1
                                                                                           March 31, 2002

                                                                                        April 1, 2002 through         6.00 to 1
                                                                                           June 30, 2002

                                                                                        July 1, 2002 through          5.75 to 1
                                                                                           September 30, 2002

                                                                                        October 1, 2002 through       5.00 to 1
                                                                                           December 31, 2002

                                                                                        January 1, 2003 and           4.00 to 1
                                                                                           thereafter

                                                                Actual                  Required/Permitted
                                                                ------                  ------------------
                                                                                              
II.  Section 8.2.4(b) Ratio of Consolidated Cash Flow to
     Interest Expense Ratio:

     A.   Consolidated Cash Flow as stated in III(H)           $__________

     B.   Consolidated Interest Expense for Holdings,          $__________
          the Borrower and its Material Subsidiaries as of
          the computation date

     C.   Ratio of A to B                                      ___________      At all times greater than or equal to the
                                                                                following respective amounts during the
                                                                                following respective periods:

                                                                                                                   Consolidated
                                                                                                                   Cash Flow to
                                                                                                                    Interest
                                                                                                                     Expense
                                                                                              Period                  Ratio
                                                                                              ------                  -----
                                                                                                                          
                                                                                        January 1, 2002 through      1.85 to 1
                                                                                           March 31, 2002

                                                                                        April 1, 2002 through        1.80 to 1
                                                                                           June 30, 2002

                                                                                        July 1, 2002 through         1.90 to 1
                                                                                           September 30, 2002

                                                                                        October 1, 2002 through      2.00 to 1
                                                                                           December 31, 2002

                                                                                        January 1, 2003 and          2.50 to 1
                                                                                           thereafter

III. Consolidated Cash Flow of Holdings, the Borrower and
     its Material Subsidiaries as of the computation date:

     A.   Consolidated Net Income                              $__________

     B.   Consolidated extraordinary loss realized in          $__________
          connection with asset sales

     C.   Consolidated extraordinary gain realized in          $__________
          connection with asset sales

     D.   Consolidated income tax expense                      $__________

     E.   Consolidated Interest Expense                        $__________



     F.   Consolidated depreciation and amortization           $__________
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                                                                Actual                  Required/Permitted
                                                                ------                  ------------------
                                                                                              
     G.   All other non cash expenses to the extent            $__________
          deducted in computing Consolidated Net Income as
          indicated on the income statements of Holdings,
          the Borrower and the Material Subsidiaries

     H.   The sum of items A, B, D, E, F and G                 $__________

IV.  Section 8.2.4(c) Current Assets to Current Liabilities:

     A.   Current Assets                                       $__________

     B.   Current Liabilities                                  $__________

     C.   Ratio of A to B                                      ___________     From December 31 through June 30 of each
                                                                               year, must be equal to or greater than 1.00
                                                                               to 1; and

                                                                               From July 1 through December 30 of each
                                                                               year, must be equal to or greater than
                                                                               0.85 to 1.

V.   Section 8.2.2(a) Restriction on Indebtedness:

     A.   The amount of additional secured Indebtedness        $__________
          incurred pursuant to Section 8.2.2(a)(iv) and (v)

     B.   In the case of Capitalized Lease Liabilities, the    $__________
          fair market value of such property or assets

VI.  Section 8.2.2(b) Restriction on Star Gas Partners
     Indebtedness:

     A.   SGP Consolidated Pro Forma Operating Cash            $__________
          Flow (set forth method of calculation)

     B.   SGP Consolidated Pro Forma Interest Expense          $__________
          (set forth method of calculation)

     C.   Ratio of A to B                                      ___________     Greater than 2.00 to 1

     D.   Schedule of Contingent Liabilities of Star                           Aggregate amount not to exceed
          Gas Partners incurred under or pursuant to                           $50,000,000
          Section 8.2.2(b)(ii):

VII. Sections 8.2.5 and 8.2.6 Investments:

     A.   List of Investments
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                                                                   Actual          Required/Permitted
                                                                   ------          ------------------
                                                                                      
        B.  Total Aggregate Amount                               $__________

        C.  Amount of Restricted Payment for Holdings,           $__________
            the Borrower and the Material Subsidiaries

        D.  Amount of Restricted Investments for
            Holdings, the Borrower and Material Subsidiaries

        E.  Available Cash

          (i) Consolidated Cash Flow (excluding pro forma        $__________
              cash flow for acquisitions and dispositions)

         (ii) 50% of unsecured subordinated indebtedness         $__________
              incurred after March 25, 1999

        (iii) Net proceeds of new equity issued and              $__________
              capital contributions made after March 25,



              1999

         (iv) Consolidated Interest Expense                      $__________

          (v) Maintenance Capital Expenditures                   $__________

         (vi) Restricted Payments                                $__________

        (vii) Cash income taxes                                  $__________

       (viii) Sum of $15,000,000 plus $________ plus             $__________
              items (i) - (iii) above

         (ix) Sum of items (iv) - (vii) above                    $__________

          (x) Item (viii) above minus item (ix) above            $__________

VIII.   Section 8.2.6 SGP Consolidated Pro Forma Operating
        Cash Flow to SGP Consolidated Pro Forma Interest
        Expense:

        A.  SGP Consolidated Pro Forma Operating Cash            $__________
            Flow (set forth calculation)

        B.  SGP Consolidated Pro Forma Interest Expense          $__________

        C.  Ratio of A to B                                       __________      Greater than 1.75 to 1

                                       4

                                                              Actual               Required/Permitted
                                                              ------               ------------------
                                                                                
IX.  Section 8.2.8:

     A. List each Asset Disposition and date of
        disposition

     B. Consolidated Total Assets of Holdings              $__________

     C. 10% of Item B                                      $__________

     D. Net after tax proceeds from Disposition            $__________

X.   Section 8.2.13:

     A. Aggregate Amount of obligations of Holdings,       $__________    Equal to or less than $15,000,000 in any
        the Borrower and the Material Subsidiaries in                     Fiscal Year
        respect of Operating Leases

     B. Amount of obligations of Star Gas Partners         $__________    $0
        in respect of leases

XI.  Section 8.2.16:

     A. Capital Expenditures of Holdings, the              $__________
        Borrower and the Material Subsidiaries other
        than in the Fuel Oil Distribution Business

     B. 10% Consolidated tangible assets of                $__________
        Holdings, the Borrower and the Material
        Subsidiaries (permitted)

XII. Section 8.1.11:

     A. Actual dates of 45 day clean down period
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