
 
August 9, 2005

Star Gas Fiscal 2005 Q3 Results

STAMFORD, CT (August 9, 2005) -- Star Gas Partners, L.P. (the "Partnership" or "Star") (NYSE: SGU, SGH), a home energy 
distributor and services provider specializing in heating oil, today announced financial results for its fiscal 2005 third quarter, a 
non-heating season period, and the nine-month period ended June 30, 2005. On December 17, 2004, the Partnership sold its 
propane segment and in March 2004 divested its TG&E segment. Consequently, the historical results of both of these 
segments are accounted for as discontinued operations in the Partnership's financial statements. 

For the fiscal 2005 third quarter, Star reported a 13.1 percent increase in total revenues to $202.8 million, compared to total 
revenues of $179.3 million in the year-ago period, as higher selling prices more than offset a reduction in product sales 
volume. Average wholesale prices of home heating oil increased 51 percent to $1.43 per gallon for the fiscal third quarter, 
compared to $0.95 per gallon for the prior year period. Heating oil volume for the fiscal 2005 third quarter declined 14.5 
percent year-over-year, from 76.9 million gallons to 65.8 million gallons.  

The heating oil volume decline was due to customer attrition, conservation efforts by customers as a result of heating oil price 
increases, lower sales to 'will call' customers, who more actively manage their consumption, and other factors. While 
temperatures were colder in the fiscal 2005 third quarter than the fiscal 2004 third quarter, the Partnership believes that these 
colder temperatures did not impact volume as much during this non-heating season period as one would expect during the 
heating season. 

Per gallon margins for the fiscal 2005 third quarter rose by 3.5 cents per gallon, versus the corresponding 2004 period. In 
addition, gross profit from service improved by $3.0 million, to a profit of $0.4 million in the current quarter, from a loss of $2.6 
million for the three months ended June 30, 2004. On a per gallon basis, gross profit from service improved by 4.0 cents per 
gallon for this period. 

In the fiscal 2005 third quarter, the Partnership recorded an operating loss of $23.4 million, compared to an operating loss of 
$22.8 million in the fiscal 2004 third quarter. The slight increase was attributable to 14.5 percent lower heating oil volume, the 
absence of a unit appreciation right expense benefit recorded in the year-ago period of $2.3 million, an increase in Sarbanes-
Oxley compliance expenses of $1.4 million, and an additional premium expense of $0.6 million for officers and directors 
insurance, partially offset by a $4.3 million reduction in delivery and branch expenses due to the variable nature of certain 
expenses, higher per gallon margins, a $3.0 million decline in service loss and lower depreciation and amortization expense.  

Star reported a net loss of $29.3 million for the fiscal 2005 third quarter, a $13.2 million decline versus the $42.5 million net 
loss reported in the corresponding 2004 period. The year-over-year change was the result of a $3.6 million reduction in the 
loss from continuing operations and a $9.7 million reduction in the loss from discontinued operations, relating to the divested 
Propane and TG & E segments. In the fiscal 2005 third quarter, the Partnership recorded a $2.4 million tax benefit resulting 
from the Partnership's further evaluation of the deductibility of certain current tax benefits attributed to losses resulting from the 
early extinguishment of debt that were incurred in the first quarter of fiscal 2005 in connection with the Partnership's refinancing 
of its credit facilities and the sale of its propane segment. 

For the fiscal 2005 third quarter, the Partnership reported an EBITDA (Income (loss) from Continuing Operations Before 
Interest, Taxes, Depreciation and Amortization) loss of $14.7 million, compared to an EBITDA loss of $13.6 million in the prior 
year period. The increase in the EBITDA loss resulted from 14.5 percent lower volume, the absence of the appreciation rights 
benefit from the year-ago quarter of $2.3 million, Sarbanes-Oxley compliance costs of $1.4 million, and additional officers and 
directors insurance expenses of $0.6 million, partially offset by lower delivery and branch expenses of $4.3 million, higher per 
gallon margins and a reduction in net service loss of $3.0 million. EBITDA is a non-GAAP financial measure (see reconciliation 
below) that should not be considered as an alternative to net income (as an indicator of operating performance) or as an 
alternative to cash flow (as a measure of liquidity or ability to service debt obligations). Management believes this information is 
of interest to investors as a supplemental measure of the Partnership's operating performance and provides additional 
information for evaluating the Partnership's ability to make the Minimum Quarterly Distribution. 

Commenting on the fiscal third quarter results, Star Gas Partners Chief Executive Officer Joseph P. Cavanaugh stated, 
"Several developments during the quarter were additional sources of encouragement as we prepare for the upcoming winter 
heating season. Our transition to a hybrid model for handling customer calls at both our call center and our local districts is 



underway and has been well received. We continue to plan for more such transfers in an orderly fashion to further enhance 
customer satisfaction. Star achieved a reduction in its loss from continuing operations and a 3.5 cent improvement in per gallon 
profit margins, despite the continued rise in wholesale home heating oil prices. Also noteworthy was the reduction in net 
customer attrition, which was 1.5 percent during the period, compared to the year-ago fiscal third quarter in which the heating 
oil segment lost 2.0 percent of its customers, and the success of our service and installation operations, which turned a $2.6 
million loss in 2004 into a $0.4 million profit in 2005." 

For the nine-month period ended June 30, 2005, Star's revenues increased 13.5 percent to $1.1 billion, compared to $977.2 
million in the corresponding prior year period, as increases in selling prices more than offset a decline in product sales due to 
lower volume. Average wholesale supply costs were $1.36 per gallon, versus $0.91 in the comparable year earlier period. 
During the first nine months of fiscal 2005, home heating oil volume declined 11.3 percent to 453.1 million gallons, compared to 
the prior year period. During the 2005 nine-month period, total degree days in Star's geographic operating areas were 
approximately 1.1 percent above the year earlier total, as reported by the National Oceanic Atmospheric Administration. 

For the nine months ended June 30, 2005, the Partnership reported an operating loss of $61.8 million, compared to operating 
income of $55.8 million for the nine months ended June 30, 2004. The decline was attributable to a $67.0 million non-cash 
goodwill impairment charge in the second quarter of fiscal 2005, lower sales volume, a combined $14.2 million in bridge facility, 
legal and bank amendment fees, $7.3 million as a result of lower per gallon margins of 1.6 cents, compensation expense 
related to a severance agreement with a former executive of $3.1 million, and Sarbanes-Oxley compliance expenses of $2.9 
million, partially offset by a decrease in delivery and branch expenses of $0.8 million, lower depreciation and amortization 
expense and lower net service expense. Certain hedging and other issues totaling $7.8 million adversely impacted per gallon 
margins in the fiscal 2005 first quarter, and to a lesser extent the fiscal 2005 second quarter. 

Star's net income for the 2005 nine-month period was $21.0 million, versus $57.4 million for the comparable 2004 nine-month 
period, as the decline in operating income from continuing operations of $155.2 million, and the reduction in income from 
discontinued operations of $37.0 million, were partially offset by a $155.8 million gain on the sale of the propane and TG&E 
segments. 

EBITDA (Income (loss) from Continuing Operations Before Interest, Taxes, Depreciation and Amortization) for the nine months 
ended June 30, 2005 declined by $161.0 million, to a loss of $77.0 million, compared to positive EBITDA of $84.1 million in the 
year-ago period. The decrease was due to the non-cash goodwill impairment charge of $67.0 million, a debt redemption loss of 
$42.1 million, lower sales volume (related to net customer attrition, conservation and other factors), bridge facility, legal and 
bank amendment fees, $7.3 million as a result of a 1.6 cent decline in per gallon margins, $3.1 million in compensation expense 
related to the severance agreement with a former Partnership executive, $2.9 million in Sarbanes-Oxley compliance related 
fees and higher operating expenses. EBITDA is a non-GAAP financial measure (see reconciliation below) that should not be 
considered as an alternative to net income (as an indicator of operating performance) or as an alternative to cash flow (as a 
measure of liquidity or ability to service debt obligations). Management believes this information is of interest to investors as a 
supplemental measure of the Partnership's operating performance and provides additional information for evaluating the 
Partnership's ability to make the Minimum Quarterly Distribution. 

In December 2004, the Partnership completed the sale of its propane segment to a subsidiary of Inergy, L.P. for a purchase 
price of $481.3 million. The Partnership recognized a $155.0 million gain from the sale of the propane segment. $311.0 million 
of the net proceeds from the sale of the propane segment were used to repurchase the senior secured notes and first 
mortgage notes of the heating oil segment and propane segment, to pay prepayment premiums, expenses and accrued 
interest and to repay amounts outstanding under the propane segment's working capital facilities. 

In accordance with the terms of the indenture relating to the Partnership's 10 ¼% Senior Notes ("MLP Notes"), the Partnership 
is obligated, within 360 days of the sale, to apply the net proceeds (the "Net Proceeds") of the sale of the propane segment 
either to reduce indebtedness (and reduce any related commitment) of the Partnership or of a restricted subsidiary, or to make 
an investment in assets or capital expenditures useful to the business of the Partnership or any of its subsidiaries as in effect 
on the issue date of the MLP Notes (the "Issue Date") or any business related, ancillary or complimentary to any of the 
businesses of the Partnership on the Issue Date (each a "Permitted Use" and collectively the "Permitted Uses"). To the extent 
any Net Proceeds that are not so applied exceed $10 million ("Excess Proceeds"), the indenture requires the Partnership to 
make an offer to all holders of MLP Notes to purchase for cash that number of MLP Notes that may be purchased with Excess 
Proceeds at a purchase price equal to 100 percent of the principal amount of the MLP Notes plus accrued and unpaid interest 
to the date of purchase. The Partnership cannot predict at this time the size of any offer, if any, to purchase the MLP Notes and 
whether or to what extent holders of MLP Notes will accept the offer to purchase if an offer is made. At June 30, 2005, the 
amount of Net Proceeds in excess of $10.0 million not yet applied toward a Permitted Use totaled $93.2 million. 

The Partnership is in the process of evaluating its near-term and longer-term liquidity position and capital structure. The 
Partnership has engaged Jefferies & Company, Inc. and Alvarez & Marsal, LLC as financial advisors to assist the Partnership 
with this process. 

REMINDER: Star Gas management will host a conference call and webcast today at 11:00 a.m. (ET). Conference call dial-in is 



800/205-9958 or 415/908-4721 (international callers). The webcast will be available at www.star-gas.com  

Star Gas Partners, L.P., is the nation's largest retail distributor of home heating oil. Additional information is available by 
obtaining the Partnership's SEC filings and by visiting Star's website at www.star-gas.com.  

This news release includes "forward-looking statements" which represent the Partnership's expectations or beliefs concerning 
future events that involve risks and uncertainties, including those associated with the effect of weather conditions on the 
Partnership's financial performance, the price and supply of home heating oil, the consumption patterns of the Partnership's 
customers, the Partnership's ability to obtain satisfactory gross profit margins, the ability of the Partnership to obtain new 
accounts and retain existing accounts, the impact of the business process redesign project at the heating oil segment and the 
ability of the Partnership to address issues related to such project. All statements other than statements of historical facts 
included in this news release are forward-looking statements. Although the Partnership believes that the expectations reflected 
in such forward-looking statements are reasonable, it can give no assurance that such expectations will prove to have been 
correct. Important factors that could cause actual results to differ materially from the Partnership's expectations ("Cautionary 
Statements") are disclosed in this news release and in the Partnership's Annual Report on Form 10-K for the year ended 
September 30, 2004 including without limitation and in conjunction with the forward-looking statements included in this news 
release. All subsequent written and oral forward-looking statements attributable to the Partnership or persons acting on its 
behalf are expressly qualified in their entirety by the Cautionary Statements. Unless otherwise required by law, the Partnership 
undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future 
events or otherwise after the date of this news release. 

 

 

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


 

 

 



 

 

 

CONTACT:
Star Gas Partners



Investor Relations
203/328-7310  

Robert Rinderman
Jaffoni & Collins Incorporated
212/835-8500 or SGU@jcir.com 


