May 6, 2005

STAR GAS PARTNERS, L.P. REPORTS FISCAL 2005 SECOND QUARTER RESULTS

STAMFORD, CT (May 6, 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 second quarter
and the six-month period ended March 31, 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 financials.

For the fiscal 2005 second quarter, Star reported a 15.3 percent increase in total revenues to $555.3 million, compared to total
revenues of $481.8 million in the prior year period, as increases in selling prices more than offset a reduction in product sales
volume. Average wholesale prices of home heating oil increased 44 percent to $1.35 per gallon for the fiscal 2005 second
quarter, from $0.93 per gallon for the prior year period.

Heating oil volume for the fiscal 2005 second quarter declined year-over-year, from 266.4 million gallons to 245.0 million
gallons. The Partnership believes that reasons for the decrease included net customer attrition, conservation due to the rise in
heating oil prices and warmer winter weather, partially offset by additional volume from delivery scheduling, acquisitions and
other factors. During the fiscal 2005 second quarter, temperatures in the Partnership's geographic operating areas were
approximately 3.0 percent warmer than in the year-earlier period, and approximately 3.2 percent colder than normal, as
reported by the National Oceanographic Atmospheric Administration ("NOAA"). Net customer attrition for the fiscal 2005 second
quarter was 2.0 percent, compared to 1.7 percent for the prior year period.

From February 1, 2005, through April 30, 2005, the heating oil segment reduced its net customer loss as compared to the prior
year period. For the three months ended April 30, 2005, the heating oil segment lost 8,700 accounts (net), or 1.8 percent of its
heating oil customer base, as compared to the three months ended April 30, 2004 in which the heating oil segment lost 11,500
accounts (net), or 2.3 percent of its heating oil customer base. The Partnership cannot predict whether this trend will continue.

Home heating oil per gallon margins for the fiscal 2005 second quarter declined by 1.5 cents per gallon versus the
corresponding year-earlier period, but the magnitude of the decline narrowed compared to the fiscal 2005 first quarter, when
they were down 5.2 cents per gallon versus the corresponding year-earlier period. The Partnership sold a higher percentage
of volume to lower-margin price protected customers, which contributed to the year-over-year per gallon margin decline as
consumers continue to seek price protection during periods of high energy prices. In addition, margins were adversely affected
by a delay in hedging the price of product sold to certain price protected customers prior to the beginning of fiscal 2005 and a
failure to hedge the price of product for price protected customers incorrectly coded as variable customers, which aggregated
$2.4 million. The Partnership believes that these hedging issues have been resolved.

In the fiscal 2005 second quarter, the Partnership recorded an operating loss of $17.3 million, a decline of $81.7 million
compared to operating income of $64.4 million in the corresponding year-earlier period. The decline was attributable to a
number of factors including: a non-cash goodwill impairment charge of $67.0 million, lower volumes, lower per gallon margins
including $2.4 million in hedging issues, $3.1 million in compensation expenses related to a separation agreement with the
former CEO, and Sarbanes-Oxley compliance expenses of $1.1 million, partially offset by lower service and installation costs,
as well as a reduction in delivery and branch expenses. The decline in the market value of the Partnership's units and the
impact of conservation and customer attrition on earnings at the heating oil segment were significant events that triggered a
review of the carrying value of the heating oil segment's goodwill and the resulting impairment charge.

In the fiscal 2005 second quarter, Star reported a net loss of $24.1 million, versus $80.7 million of net income generated in the
prior year's comparable quarter. The net loss was due to lower income from continuing operations and a $27.1 million
reduction in income from discontinued operations relating to the divested Propane and TG & E segments. Adjustments to the
proceeds from the sale of these discontinued operations of $2.5 million and lower interest expense of $1.4 million positively
impacted the quarter-to-quarter comparison.

During the fiscal 2005 second quarter, the Partnership had an EBITDA (Income (loss) from Continuing Operations Before
Interest, Taxes, Depreciation and Amortization) loss of $8.3 million, compared to EBITDA of $73.9 million in the prior year
period. The decline was attributable to a number of factors including: a non-cash goodwill impairment charge of $67.0 million,
lower volumes, lower per gallon margins including $2.4 million in hedging issues, $3.1 million in compensation expenses related



to a separation agreement with the former CEO, and Sarbanes-Oxley compliance expenses of $1.1 million, partially offset by
lower service and installation costs, as well as a reduction in delivery and branch expenses. EBITDA is a non-GAAP financial
measure (see below reconciliation) that should not be considered as an alternative to net income (as an indicator of operating
performance) or as an alternative to cash flow (as a measure of liquidity or ability to service debt obligations).

Management believes this information is of interest to investors as a supplemental measure of the Partnership's operating
performance and provides additional information for evaluating the Partnership's ability to make the Minimum Quarterly
Distribution.

Star Gas Partners Chief Executive Officer Joseph P. Cavanaugh stated, "Given the well-documented challenges of the home
heating oil distribution industry, we are encouraged by the Partnership's fiscal second quarter operating results and the
operational and customer service improvements Star has made in recent months. Most importantly, we are gratified by the
return to more historic home heating oil margin levels. We are continuing to closely examine the cost side of our business.
Based on current estimates, we believe operating expenses at the heating oil segment have been reduced by at least $10.0
million on an annual basis. At the Partnership level, management changes and staff reductions should reduce general and
administrative expenses by $1.3 million.

"As we discussed in the March 7 announcement and on the subsequent investment community conference call, we are
committed to reversing customer attrition rates, and have been following through with our stated policy of putting more focus at
the district-level of our operations - empowering local managers to exercise more control and vesting them with the authority to
make critical decisions, from pricing to customer service. This strategy has worked well in the past at our propane segment and
at our Meenan QOil operation, and we hope to see similar positive results at our Petro operations.”

For the six-month period ended March 31, 2005, Star achieved a 13.6 percent increase in revenues to $906.0 million,
compared to $797.8 million in the corresponding prior year period as increases in selling prices more than offset a decline in
product sales due to lower volume.

During the first half of fiscal 2005, home heating oil volume declined 10.7 percent to 387.3 million gallons, compared to the
prior year period. Average wholesale supply costs were $1.36 per gallon, approximately 49 percent higher than the average
wholesale supply cost of $0.91 in the comparable year-earlier period. During the 2005 six-month period, temperatures in the
heating oil segment's geographic area of operations were approximately 1.2 percent warmer compared to the 2004 six-month
period, and approximately 1.0 percent colder than normal during that time frame.

For the six months ended March 31, 2005, operating income decreased by $117.0 million to an operating loss of $38.4 million,
compared to operating income of $78.6 million for the six months ended March 31, 2004. The aforementioned $67.0 million
non-cash goodwill impairment charge, lower sales volume, a 2.8 cents per gallon decrease in home heating oil margins, $13.7
million in bridge facility, legal and bank amendment fees, $3.1 million in compensation expense related to a separation
agreement with the former CEO, $1.6 million in Sarbanes-Oxley compliance and a $3.4 million increase in delivery and branch
expenses, were partially offset by $0.9 million lower depreciation and amortization expenses and a $5.0 million decline in net
service expenses. Certain hedging and other issues totaling $7.8 million impacted per gallon home heating oil margins in the
2005 fiscal first quarter and to a lesser extent the 2005 fiscal second quarter.

Net income for the 2005 six-month period declined to $50.3 million, versus $100.0 million for the 2004 six-month period as the
$117.0 million operating income from continuing operations decline, a $42.1 million loss on redemption of debt, and a $46.7
million reduction in discontinued operations income were partially offset by a $155.4 million gain on the sale of the propane
segment completed in December 2004.

EBITDA (Income (loss) from Continuing Operations Before Interest, Taxes, Depreciation and Amortization) for the six months
ended March 31, 2005 declined $160.0 million to a loss of $62.3 million. The decrease was due to the non-cash goodwill
charge of $67.0 million, the debt redemption loss of $42. 1 million, lower sales volume, a 2.8 cent home heating oil per gallon
margin decline due in part to the $7.8 million in hedging and other issues, $13.7 million in bridge facility, legal and bank
amendment fees, $3.1 million in compensation expense related to a separation agreement with the former CEO, $1.6 million in
Sarbanes-Oxley compliance related fees and higher delivery and branch operating expenses of $3.4 million. EBITDA is a non-
GAAP financial measure (see below reconciliation) that should not be considered as an alternative to net income (as an
indicator of operating performance) or as an alternative to cash flow (as a measure of liquidity or ability to service debt
obligations). Management believes this information is of interest to investors as a supplemental measure of the Partnership's
operating performance and provides additional information for evaluating the Partnership's ability to make the Minimum
Quarterly Distribution.

In December 2004, the Partnership completed the sale of its propane segment. Pursuant to the terms of the indenture relating
to the Partnership's 10 %% Senior Notes due 2013 ("MLP Notes"), the Partnership will be obligated, within 360 days of the sale,
to apply the net proceeds of the sale of the propane segment either to reduce indebtedness of the Partnership or of a
restricted subsidiary, or to make an investment in assets or capital expenditures useful to the Partnership or any subsidiary. To
the extent any net proceeds that are not so applied within that period 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% of the principal amount of the MLP Notes plus accrued
and unpaid interest to the date of purchase.

After repayment of certain debt and transaction expenses and estimated taxes to be paid of $3.0 million, the net proceeds from
the propane segment sale were approximately $156.3 million, constituting approximately $146.3 million of excess proceeds
under the Indenture. As of March 31, 2005, the heating oil segment had utilized $53.1 million of such excess proceeds to invest
in working capital assets, purchase capital assets and repay long-term debt, and an additional $1.5 million is estimated to be
payable for taxes, further reducing the amount of excess proceeds to $91.7 million as of March 31, 2005. The Partnership
expects it may utilize all or a portion of the remaining excess proceeds to invest in working capital assets. Accordingly, there
can be no assurance that any offer to purchase MLP notes will be made, or, if made, as to the size or timing of such offer.

REMINDER: Star Gas management will host a conference call and webcast today at 11:00 a.m. (ET). Conference call dial-in is
800/633-8580 or 212/346-6610. 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 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 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.

CONTACT:

Star Gas Partners
Investor Relations
203/328-7310

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


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

STAR GAS PARTNERS, LP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thowsands)

BE5ETS
Current assets
Cash and cash eqpaivalents
Fecefvables, net of allowance of $5,622 and $6,261, respectively
Iirventories
Prepaid expenses and other current assets
Current assets of discortinued operatiores

Total cwrrent assets

Property and equuipraent, net

Long-terrn portion of accounts recenrables

Croodwill

Intargihles, net

Deferred charges and other assets, net

Long-terrn assets of discordirmed operations
Tuotal Lssets

LIABILITIES AND FARTHERS® CAPITAL
Current liahilities
Accounts parable
Working capital facility borrowings
Current matarities of long-term debt
Accrued expenses
Uneamed service contract revenue
Customer credit balances
Courrent liabilities of discortinued operations
Total current liahilities

Long-terrn debt
Oither long-termn liabilities

Pariners’ capiial (deficit)
Coraon unitholders
Subordinated wratholders
Ceneral partrer
Aecurnalated other corprehenstve ncome (loss)

Total Partners” capital

Total Lighilities and Partners™ Capital

Sept. 30, March 31,
2004 2005

§ 4,692 § 104,978
84,005 222,282

34,213 25,313

60,973 62,5717

50,288 -
234,171 445,148
63,701 54607

5,458 57053

233,522 166,522
103,925 95,029
13,885 16,218
306,314 -

] 960,778 § WLIN
§ 25,010 § 25734
8,000 133,145

24418 93,983

65,491 58,490

35,361 37601

53,927 20,457

50,676 -

2B EED 369,410
503,668 174,473
24654 27,634
167,367 212249
(&, TaE) (1,454
(3,702 (3,242)

12,874 2,213
168,771 209,760

i 960,976 § IRl




STAR GAS PARTNERS, LP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONE

{in thousands, excent per mi data) Thmee Months Ended Six Months Ended
Marchi3l, March 31,
004 2005 2004 2005
Sales:
Prochct 437305 510869 701600 FEO7ORE
Installaioms and s rvice AETE  A4aaE 0 O 9RO
Total sales 451 TR 355317 TOTEIE om0l
Costand experses:
Cost of modact 13138 i 441 835 5854
Cost of hstalktons and servce MpEE 50335 11154 108710
Delreryandbranch exyense s TAmn 10643 132688 135123
Depre ciation and amortization e xreree s Qax o 1900 12148
Cereral and adriristratne experses 2044 12918 13,745 28740
Groodwill Zaraimett loes - A7.000 - A7000
e rating ivc ore (loss) B 366 (173410 TEgA] (3836
Interest exyense (10,442 (07 (19740 19.0da)
Intetest meome =1 1052 1512 1455
ArmortizEation of debt Bswmnce costs 134 5900 1.9 (1303
Loes onrederpton of debt - - - (42 0E0
Income (loss) from contirmme operations
before income taxes 53967 (25950 S8550 (100267
Income fax expense (i) [l 1000 1,000
Income (loss) from contmume overations 53208 Al 51550 (101267
Ircome (loss) from disc ordirme d opera tions be fore
zams onsak of segments, net of moome taxes 21125 - A2 185 (45528
Cams onsak of segments, ret of taxes peil] 253 el 136164
et ircore (loss) fa0ss3 _fipdmeen § 99055 _ SO345
Ceneral Partrer’s e rest in ret incomme (loss) Y AR R T A T - |
Liated Pariners’ irdere st i net moome (has) f 0014 $i338810 _§ 99032 _§ A989]
Bast and Dibted Incorne (Loss) wer Limited Parner
Contmuing opera tions $ 150 % 0y F 0 185§ (2ED
Dhiscontmued ope rations 07 - 12 (013
Crainon sale of discontirmed operations 001 0o7 001 433
et rcome (loss) _F 227 % & _§ 2= § 139
Weighted averare nurber of Linted Partner mmais
Basi 35158 35783 34p55 3370
Drihated 35158 35783 JAA5S 3570

SUPPLEMENTAT INFORMATION

Farnings loss) before imterest, taxes, depreciation and amortization from contiming operations (EBITD &)

The Farmership uses EETTDA a5 2 measue of Tgwidity and it is being inchide d because the Parmership believes that it provides isvestors
and indvstry analysts with additional inforrnation to evahate the Partnerstp's abdity o pay quaredy distibutons. EBITDA isnota
recognized term under gererally accepie daccounting principles (' GAAF'T and should not be considered as an atemative to net

incomef loss) or net cash provided by operating activities deemined in accordance with GAAF. Becase EEITDA a5 deenmnined by the
Parmership exchides some, but notall of the itewns that affect net income / oss), it tnay not be conparable to EBITDA or sirvilady tifled
measues used by other conparies. ‘The follosing tables set forth @) e cakulation of EEITDA and fi) a reconciliation of EBITDA, a5 50
calculated, to cash provided by operating activities.



STAR GASPARTNERS, LP. AND SUBSIDIARIES
CONDEMSED COMSOLIDATED STATEMENTS OF OPERATIONS
RECOMNCILIATION OF EBITDA

Three Monihs Ended
March 31,
2004 2005
(in thowsands)
Incorae {loss) from cortinming operations $53.292 $26,6190
Plus:
Incore tax expense B6D HEd
Araortzation of debt issuance costs 732 300
Interest expense, net QEAT 2019
Depreciation and amortization expense 8522 2021
ERBITDE $73,888 $iE. 3200
& ddi{subtract)
Incore tax expense (BED) [BET)
Interest expense, net (9,687 (8,019
Unit corpensation expense 32 -
Prossion for loeses on accourts recenrahle 1,674 2,886
Loss onsales of fived assets, net [ 131
Groodwill rnpatrnent loss - #7.000
Change in operating assets and lishilities (98215 (18,7120
et cash used in operating actmvities $(33,851) (525918
(a) Includes non-cash goodwill rmpairment charge of $67 0 million.
Three Monihs Ended
March 31,
2004 2005
Horne heating o1l gallons sold (rillions) 266.4 2450

{additional supplamental information folloss)



SUPPLEMENTAL INFORMATION

STAR GAS PARTMNERS, LP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMEMNTS OF OPERATIONS
RECONCILIATION OF EBITDA

Six Monihs Ended
March 31,
2004 2005
(in thousands)
Income (loss) from continning operations £57.550 (101,267
Plus:
Incorme tax expense 1,000 1,000
Arnortization of debt issuance costs 1,240 1,205
Interest expense, net 18,137 18,511
Depreciation and amortization expense 19,039 12,143
ERITDA $07,626 $(a2, 302
B ddisuhtract)
Incorme tax expense 1,000) 1,000}
Interest expense, net (12,137 (18,511
Unit corpensation expense a4 18
Provision for losses on accounts recerable 3217 4407
Loss o rederegpdion of debi - 42 023
(Fain) loss onsales of fived assets, net (1303 58
Croodwill irmpairtent loss - 7,000
Change in operating assets and Lisbilities (152,298) (209,559
Met cash nzed in operating activities WY, i$177.813)
(e Includes $42.1 million related to early debt redemption and non-cash goodwill impairment charge of
$67 0 million.
Six Monihs Ended
March 31,
2004 2005

Home heating oil gallons sold (xrallions) 433 A 3873



