December 15, 2006

STAR GAS PARTNERS, L.P. REPORTS FISCAL 2006 UNAUDITED FOURTH QUARTER
RESULTS; ANNOUNCES DELAY IN FILING FISCAL 2006 FORM 10-K

STAMFORD, CT (December 15, 2006) -- Star Gas Partners, L.P. (the "Partnership" or "Star") (NYSE: SGU), a home energy
distributor and services provider specializing in heating oil, today announced unaudited financial results for its fiscal 2006
fourth quarter, a non heating season period, and the twelve months period ended September 30, 2006. The Partnership also
announced that it would delay the filing of its annual report on Form 10-K for the fiscal year ended September 30, 2006, as the
Partnership is assessing its accounting treatment and disclosures relating to certain derivative transactions under SFAS 133.

The requirements of SFAS 133 are very complex. If the Partnership determines that it does not meet the requirements of SFAS
133, any resulting adjustments would affect the timing of recognizing unrealized gains and losses. These non-cash adjustments
would not impact the economics of the derivative transactions. At this time, the Partnership has not determined if any
adjustments are necessary. Should the Partnership determine, after such assessment, that a change to its accounting
treatment of derivatives is required, such change may require a restatement of its historical financial statements, including the
unaudited results reported today, and the amount of any such restatement may be material. The Partnership does not expect
that any such restatement, if required, would have an effect on its liquidity or business.

The following unaudited financial results of the Partnership for the fourth quarter and fiscal year ended September 30, 2006 do
not reflect the impact of the outcome of the Partnership's review of its accounting treatment and disclosures relating to certain
derivative transactions.

For the fiscal 2006 fourth quarter, Star reported a 0.5 percent increase in total revenues to $151.5 million, compared to total
revenues of $150.7 million in the year-ago period, as the impact of higher selling prices more than offset an 11.9 percent
reduction in home heating oil volume. Selling prices were higher during the quarter due to the increase in the wholesale cost of
home heating oil and increased margins on products sold. The home heating oil volume decline was due to net customer
attrition and other factors. For the fiscal 2006 fourth quarter, Star lost approximately 5,500 accounts (net), or 1.2 percent of its
home heating oil customer base, as compared to the fiscal 2005 fourth quarter in which Star lost 15,800 accounts (net), or 3.2
percent of its home heating oil customer base.

Home heating oil per gallon margins for the fiscal 2006 fourth quarter rose by 36.3 cents per gallon, versus the corresponding
fiscal 2005 period. During the fourth quarter of fiscal 2006, Star purchased inventory to be delivered in the first quarter of fiscal
2007 to take advantage of the favorable prices in the spot delivery and futures markets that existed at that time. Star hedged
the price of the physical product with a short futures position but did not qualify for hedge accounting. In September 2006, the
home heating oil market declined by 28 cents per gallon, which resulted in an unrealized mark to market gain on Star's short
futures position in fiscal 2006, which reduced product cost of goods sold by $6.4 million, or 21.4 cents per gallon of home
heating oil sold for the fiscal 2006 fourth quarter. Conversely, Star's results and per gallon home heating oil margins for the
first quarter of fiscal 2007 (when the hedged oil will be delivered) will be reduced by $6.4 million.

Star's service results improved to a $2.8 million profit in the fiscal 2006 fourth quarter, compared to a profit of $1.1 million for
the year-earlier quarter.

Total operating expenses (delivery, branch, general and administrative) decreased by $10.0 million, or 18.2 percent, to $45.0
million for the fiscal 2006 fourth quarter, as compared to $55.0 million for the prior year's quarter. Operating expenses were
favorably impacted by an estimated $0.6 million decrease in certain variable operating expenses related to the decline in home
heating oil volume, a $1.6 million reduction in insurance expense, lower bad debt expense of $3.8 million and a $3.1 million
decline in legal and professional expenses.

In the fiscal 2006 fourth quarter, the Partnership's operating loss decreased by $21.5 million, to a $18.5 million loss, as
compared to an operating loss of $40.0 million for the fiscal 2005 fourth quarter, due to the reduction in total operating costs
(including depreciation and amortization) of $11.0 million, an increase in net service profitability of $1.7 million and an $8.7
million increase in product gross profit.

For the fiscal 2006 fourth quarter, interest expense decreased $2.4 million to $5.0 million, due to a lower principal amount in
total debt outstanding of approximately $111.9 million. Total debt declined due to the Partnership's April 2006 recapitalization.



For the fiscal 2006 fourth quarter, the net loss decreased by $25.3 million, to a $21.7 million loss, compared to a net loss of
$47.0 million for the three months ended September 30, 2005, primarily due to a $21.5 million increase in operating income
and lower interest expense of $2.4 million.

For the fiscal 2006 fourth quarter, the EBITDA loss decreased $20.5 million, to $10.9 million, as compared to an EBITDA loss of
$31.4 million for the three months ended September 30, 2005, due to a reduction in total operating expenses of $10.0 million,
an increase in service and installation profitability of $1.7 million and an increase in product gross profit of $8.7 million, which
includes the mark to market gain of $6.4 million. EBITDA should not be considered as an alternative to net income (as an
indicator of operating performance) or as an alternative to cash flow (as a measure of liquidity or ability to service debt
obligations), but provides additional information for evaluating the Partnership's ability to make the Minimum Quarterly
Distribution. The Partnership is not required to accrue the Minimum Quarterly Distribution until October 1, 2008.

Star Gas Partners Chief Executive Officer Joseph Cavanaugh, stated, "In the fiscal fourth quarter, we achieved a significant
improvement in Star's financial results, highlighted by a 52 percent reduction in the Partnership's operating loss during this
non-heating period. We are pleased with the improvement in profit margins, on top of a mark to market hedging gain, as well as
the declines in operating and interest expense levels, which enhanced our results. Although net customer attrition continues to
have an adverse impact on our business, we are seeing improvements in our customer base by employing a marketing
strategy that includes higher minimum profitability standards, reduced advertising spending, and higher customer credit scores.
We have also demonstrated a better job over the past year in retaining new homeowners when current heating oil customers
move."

For fiscal 2006, Star achieved a 2.9 percent increase in revenues to $1,296.5 million, compared to $1,259.5 million in fiscal
2005, as increases in selling prices more than offset a decline in product sales due to lower volume.

During fiscal 2006, home heating oil volume declined 97.4 million gallons, or 20.0 percent, from 487.3 million gallons to 389.9
million gallons due to 11.0 percent warmer temperatures, net customer attrition of 6.6 percent and other factors. For fiscal
2006, Star lost 29,600 accounts (net) or 6.6 percent of its home heating oil customer base, as compared to fiscal 2005 in which
Star lost 35,100 accounts (net) or 7.1 percent of its home heating oil customer base.

Excluding the impact of weather, we expect that home heating oil volume for the fiscal 2007 first quarter and fiscal 2007 will be
substantially less than the comparable period in fiscal 2006 due to net customer attrition, conservation and other factors. In
addition, we expect that home heating oil volume for the fiscal 2007 first quarter will be adversely affected by warmer than
normal temperatures as from October 1 to December 12, 2006 temperatures in the New York City area, which approximates
our geographic areas of operations, were 12% warmer than normal. For the fiscal 2006 first quarter, temperatures in our areas
of operations were 2.4% warmer than normal.

Home heating oil per gallon margins for fiscal 2006 increased by 15.2 cents versus fiscal 2005, due largely to the increase in
margins realized on sales to both price protected accounts and variable priced customers. The previously mentioned mark to
market gain added 1.6 cents per gallon to fiscal 2006 margins.

Star's service results improved by $7.2 million in fiscal 2006, as compared to fiscal 2005.

Total operating expenses (delivery, branch, general and administrative) decreased by $48.9 million, or 17.8 percent, to $226.1
million for fiscal 2006. This decrease was due to lower bridge and financing expenses of $10.9 million, a $6.0 million reduction
in marketing expenses, the receipt of $4.4 million in weather insurance proceeds (which lowered operating expenses), a
decrease in certain variable operating expenses directly associated with the 20.0 percent decline in home heating oil volume
(estimated to be $15.2 million), lower bad debt expense and collection cost of $4.7 million, $3.8 million lower compensation
expense related to separation agreements recorded in fiscal 2005 with former executives, a $5.6 million decline in legal
expenses related to defending the purported class action lawsuits and exploring financing alternatives in fiscal 2005, $3.3
million less in Sarbanes-Oxley compliance costs and other expense reductions of $1.6 million. These improvements were
partially offset by higher director's and officer's liability insurance expense of $0.7 million, $1.4 million of legal and professional
expenses incurred in fiscal 2006 relating to the exploration of our financial options, and wage and benefit expenses of $4.4
million.

For fiscal 2006, operating income increased $131.2 million to $29.4 million, as compared to an operating loss of $101.8 million
in fiscal 2005. This increase was due to the non-recurrence during fiscal 2006 of a $67.0 million goodwill impairment charge
recorded in fiscal 2005, a $48.9 million decline in branch and general administrative expenses, improvements in service results
of $7.2 million, an increase in product gross profit of $5.0 million and $3.1 million of lower depreciation and amortization
expense.

For fiscal 2006, Star recorded a $6.6 million loss on the early redemption and conversion of its 10.25% senior notes in
connection with the recapitalization. In fiscal 2005, Star recorded a $42.1 million loss on the early redemption of certain notes in
connection with the sale of the propane segment.



For fiscal 2006, interest expense decreased $9.9 million, or 27.3 percent, to $26.3 million, as compared to $36.2 million for
fiscal 2005. This decrease resulted from a lower principal amount in total debt outstanding, including working capital, of
approximately $142.5 million, which was offset in part by an increase in the Partnership's weighted average interest rate of 1.2
percent.

For fiscal 2006, the net loss decreased by $24.3 million, to $1.7 million, as a result of a $177.6 million decrease in the loss from
continuing operations and a $4.6 million decline in the loss from discontinued operations in the 2005 fiscal first quarter, which
were partially offset by the gains on the sale of discontinued operations recorded in the fiscal 2005 first quarter of $157.6
million.

For fiscal 2006, EBITDA increased $163.6 million, to $55.2 million, as compared to an EBITDA loss of $108.4 million for fiscal
2005. This increase was due to the 15.2 cents increase in home heating oil gross profit margins ($59.2 million), an
improvement in service results of $7.2 million, and a $48.9 million decline in operating expenses, reduced in part by the impact
of the reduction in home heating oil volume ($54.3 million). The year-over-year comparison was also favorably impacted by a
change in loss on redemption in debt of $35.5 million and the non-recurrence of a $67.0 million goodwill impairment charge
recorded in fiscal 2005. EBITDA is a non-GAAP financial measure (see below reconciliation) that should not be considered as
an alternative to net income (as an indicator of operating performance) or as an alternative to cash flow (as a measure of
liquidity or ability to service debt obligations). Management believes this information is of interest to investors as a
supplemental measure of the Partnership's operating performance and provides additional information for evaluating the
Partnership's ability to make the Minimum Quarterly Distribution. The Partnership is not required to accrue the Minimum
Quarterly Distribution until October 1, 2008.

REMINDER: Star Gas management will host a conference call and webcast today at 11:00 a.m. (ET). Conference call dial-in is
888/882-0144 or 415/908-4742 (international callers). A webcast is also available at www.star-gas.com/MediaList.cfm and at
www.vcall.com

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

Forward Looking Information

This news release includes "forward-looking statements"” which represent the Partnership's expectations or beliefs concerning
future events that involve risks and uncertainties, including those associated with the effect of weather conditions on our
financial performance, the price and supply of home heating oil, the consumption patterns of our customers, our ability to
obtain satisfactory gross profit margins, our ability to obtain new accounts and retain existing accounts, our ability to effect
strategic acquisitions or redeploy assets, the impact of litigation, the continuing impact of the business process redesign project
and our ability to address issues related to that project, natural gas conversions, future union relations and the outcome of
current and future union negotiations, the impact of current and future environmental, health and safety regulations, customer
creditworthiness, and marketing plans. All statements other than statements of historical facts included in this news release are
forward-looking statements. Although the Partnership believes that the expectations reflected in such forward-looking
statements are reasonable, it can give no assurance that such expectations will prove to have been correct. Important factors
that could cause actual results to differ materially from the Partnership's expectations ("Cautionary Statements") are disclosed
in this news release and in the Partnership's Annual Report on Form 10-K/A for the year ended September 30, 2005 and the
Partnership's Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2006, including without limitation and in
conjunction with the forward-looking statements included in this news release. All subsequent written and oral forward-looking
statements attributable to the Partnership or persons acting on its behalf are expressly qualified in their entirety by the
Cautionary Statements. Unless otherwise required by law, the Partnership undertakes no obligation to update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise after the date of this news
release.


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

STAR GAR PARTNERS, LF. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

funaudited)
(in thomsands) Sept. 30, Sept 30,
2006 2005
ASSETS
Current asseis
Cash and cash equivalernts $ 21,121 $ 29 148
Receivahles, net of allwrances of 386,532 and $8 433, respectoraly 27393 22700
Ivvertt coies 15559 52481
Prepaid expenses and other ounert assets 41507 &40y
Total oarrerd assets 205220 305319
Property and aquipmert, net 42371 s00E
Long-term portion of acocurts recerrables 3,513 3,788
Goodell 188,522 168,522
It amgihles, nat &1,007 22345
Deferved charges and other assets, net 10357 15,152
Long-term assets hald forsale 1,010 -
Total &ssets £ 581,208 £ 623,148
LIABTLITIES AND PARTNERS"' CAPITAL
Acconmts payahle $ 21544 % 19,780
Wotking capital facility borrowings - 6,552
Crurrent mabarities of longz-tenm debt "1 798
Doeried expenses 78,441 58,580
Tneamed service cortract revernie 85 Sep0E
Cunstomer credit balances 73863 B5257
Total carrert Lisbilities 208,578 1854807
Long-term debt 174,058 267417
Other bing-term liahilities 25249 25018
Parinexs’ capital {deficit)
Conunon unithalders 213,49 145174
Subordinated unitholders - (8230
General pariner [188) (3,545
Aemnmlated other conprehensire inoorme [loss) [32,736] 12793
Total Partmers” capital 173,325 145108
Total Lisbilities and Parmers* Capital $ 581,208 % 523,148




STAR GAS PARTNERS, LP. AND SUBSIDIARIES
CONDEMNSED COMSOLIDATED STATEMENTS OF OFERATIONS
(unaudited)

(i thuonsads, emept per it data )

Sales:
Product
Irnctallations and < errice
Total sakes
Cost and exp erses
Cost of product
Cost of Metalatione ad ¢ errice
Drelirery wmd bratwch ep etse s
Lrepre cit ion and am ortization ep eruses
Crerweral amd adm kdstrative ep ene es
Grooderll impaiment bss
Cip erting dwome (loss)
Trterect expetce
Briterest fcome
A ort fat i of debt issnarce costs
Loss o Tedem prion of debt
Lose from cortivorigoperations before duwome taes
Truom e ta epoense (beneft)
Loss from cortkning op eratiohs
Loss from dise crtivored operations | net of taces
Crain ot sa ke of discovdined op emtions, et of taxes
Loss before cumulstire eff ect of chatges
inaccomt b principles
Cumulstire eff ect of chatyzes b accomtigpriciples -
charge i ko ertory priciism ethod
Het loss
Crereral Partrer’s fderest i et loss
Lim i ed Partrers” frerest i het loss
Back atud Dribated Bucome (loss)per Limited Parter T
Cord kg op erations
Driscopt do1e d operations
G on sa ke of discordironed op emtions
Loss bef ore omuhtire effect of charges
I acconmt by privciples
Cmukt ire effect of changes acoonmt g princip les -
charg b ko ertory pricivem ethod
Het loss

Wheighte d arermge romber of Lin ited Partrer mmits oot anding

Three Monihs Ended Twehve Monihs Ended
5 eptember 30, § epternber 30,
411117 05 P pLILE]
FOI05923 F 105412 F 1109332  F1071.270
45,573 45,287 187,130 1eg,203
151,496 150,600 1,296,512 1250478
T4.674 §2,901 519,415 786,240
42,746 44,100 120214 107,430
41,579 48,173 05,037 231581
7560 8,564 32,415 35,480
3,389 6,825 21,037 43,418
- . . a7,000
[12461) (30,963 20,304 (101720}
(5003 (7429 (20,288 (36,152)
Lavd 1548 5,085 4,314
(570 [612) (2.438) [2.540)
- . (6,603) (42032)
(223600 (46,656 (850 [ 178.240)
[681) 2,096 477 GG
(21879 (48,732) (1,327) [178.934)
. [4.5520)
LE00 157,560
[2LATM) [46.952) [1.327) [25928)
- . [344)
FO2LATI) F (469520 O (LATL) B (25.928)
5 [N (422 § 118§ [234)
Pog2l5md) F (46,5300 F  (LBE0Y B (25.004)
¥ (022 F (1350 & (0.0 F (4.95)
- - - (0.13)
0.05 436
(0.28) [1.30) (0.03) (0.72)
- - 0.01) 10.00
¥ (0.258) & (1300 & (0.04) & (0.72)
50T 35,944 53,944 35821




SUPPLEMENTAL INFORMATION

Eandngs (losd) before interest, taxes, depreciation and amortization from contiming opertions F’HTD.&:]

Tha Partnexlip use EEBITIu = ameasure ofiqidity anditi= heing included heearme the Partuership heliswes thatit provides innetors
and indistry malyets with ad diti onal information to smluate the Paﬂ:ﬂ:n]ﬁp': ahdlity to pay quartedy distibutioms. EEBITCrAds nota

Tea ogpize d term wnder genemlly acceptesd ace ownting prinsiples [ G AF") and should not be ¢ onsidere d as an alternative to net
imome.l'g.nzj or neteash prndded by operating activities determine dinase ordanee with GA AP, Fecaise EHTDA = determine d by the
Partnership excludes s ome, but xot all of the items that affect net:i.mm'n.:.l'g.nsj, itmay xot he 2 omparable to EBITD A or similady tif=d
measure used by other o ompamies. Tha foll mering tahles set forth ff) the caleulation of EFTT & and fif) ares oneiiation of EH'TD & as so
caleulated, to cash provided by operating actoities.

STAR GAS PARTNERS, LP. AND SUBSIDIARIES

COMDENMNSED CONSOLIDATED STATEMENTS OF OPERATIONS
RECONCILIATION OF EBEITDA

(unaudited)
Three Monihs Ended
Sepiember 30,
2006 2005
(in thousands)
Incore (loss) frorn cordinonng operations $021,679 $rd8 752
Flus:
Income tax expense (henefit) (6213 2,094
Amortzation of debt issuance costs 570 al12
Interest expense, net 3,329 a,081
Depreciation and amottization expenss 1,569 B.564
ERITDA $(10,292) $(31,39
& ddisubtract)
Incore tax expense a5l {2.094)
Interest expense, net (3,329 (68,0210
Provision for losses on accourts recenrable (205) 3,586
Unrealized {gam)/loss on dermvatrve instnnments (5,097 3,466
Crain on sales of fived assets, net (154 [23)
Unit corrpensation expense - (21}
Charge n operating assets and liabilities 45,202 58,240
et cash provided by (used iryg operating activities fas 208 25612
Three Monihs Ended
Sepiember 30,
2006 2005
Home heating oil gallons sold (rrillions) 302 342

{additional supplemental informmation followrs)



SUPPLEMENTAL INFORMATION

STAR GAS PARTNERS, LP. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
RECONCILIATION OF EBITDA

{unam die dj
Twehre Months Ended
Sepiember 30,
20006 2005
(in thousands)
Income (loss) from cortinuing operations $1,327) $i178,936)
Flus:
Ineorne ta expense (henefit) a7 a9
Lmortzation of debt issuance costs 2438 2,540
Interest expense, net 21,203 31,838
Deepreciation and amortization expense 32415 35,480
EBITDA $35,2060) $i108,3820Hh)
Addiisubtract)
Ineorne ta expense AT (696}
Interest expense, net {21,203 [31,238)
FPromsion for losses on acconrds recedvable 6,105 Q817
Urrealized (zain)/loss on derbeative instruments (4. 168) 2,144
Lass on rederaption of debit 603 42,052
Fain on sales of fixed assets, net (9567 (43
Groodwill mpanent charge - 67,000
Unit corpensation expetse - (24,1850
Change it operating assets and lishilities {22,746 (32214
Het cash provided by {used in operating actrvities f12 364 $(54.91 5
i) Includes $42.1 mdllion related to early debt rederagption and non-cash goodwill painment charge of
$67.0 million.

ib) Includes a net non-cash charge of $6.6 million related to early debt redemption.

Twele Months Ended
Sepiember 30,

2006 2005
Home heating oil gallons sold (rrdllions) 3899 48T 3

CONTACT:

Star Gas Partners
Investor Relations
203/328-7310

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



