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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 8-K

CURRENT REPORT PURSUANT
TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of report (Date of earliest event reported) Mech 15, 2010

StoneMor Partners L.P.

(Exact Name of Registrant as Specified in Its Chaetr)

Delaware 00C-50910 80-010315¢
(State or other jurisdiction (Commission (IRS Employer
of incorporation) File Number) Identification No.)
311 Veterans Highway, Suite B, Levittown, P/ 19056
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area cod€215) 826-2800

Not Applicable

(Former name or former address, if changed since & report)

Check the appropriate box below if the Form 8-lif{lis intended to simultaneously satisfy the §jlimbligation of the registrant under
any of the following provisionsgee General Instruction A.2. below):

O  Written communications pursuant to Rule 425 unHerSecurities Act (17 CFR 230.4z
Soliciting material pursuant to Rule -12 under the Exchange Act (17 CFR 240-12)
Pre-commencement communications pursuant to Rul-2(b) under the Exchange Act (17 CFR 240-2(b))
Pre-commencement communications pursuant to Rul-4(c) under the Exchange Act (17 CFR 240-4(c))
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Item 2.02. Results of Operations and Financial Corition
On March 15, 2010, the Registrant issued a présase. A copy of the press release is furnishdgkhgit 99.1 to this report.

ITEM 9.01 FINANCIAL STATEMENTS AND EXHIBITS.
(&) Financial statements of businesses acqu
None.

(b) Pro forma financial informatior
None.

(c) Exhibits.
The following exhibit is furnished herewith:

Exhibit
No. Description

99.1 Press Release dated March 15, 2!
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its general partne
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Exhibit 99.1

StoneMor Partners L.P. Announces 2009 Year-End Reéis

Levittown, PA, March 15, 2010 — StoneMor Partnei®.l(NASDAQ: STON) announced its results of operaiand various critical financial
measures (NoBAAP) today for both the three months and year éridlecember 31, 2009. Measures released include@®dAP measures
provided for in our quarterly and annual finanaigitements and other financial measures that vieviedhelp to understand our results of
operations, financial position and decision makingcess:

Critical financial measures (non-GAAP):

Three months ended Year ended
December 31, December 31,
2009 2008 2009 2008
(In thousands) (In thousands)
Adjusted operating profit (¢ $ 5865 $631C $3471: ¢ 32,11
Total value of cemetery contracts written, funéraine revenues and
investment and other income 52,23% 50,64( 217,26: 209,16¢
Adjusted operating cash generated 6,28¢ 4,631 34,60: 30,77:
Distributable free cash flow (i $549: $ 3,130 $ 3480 $ 26,88(

(@) This is a non-GAAP financial measure as defimgthe Securities and Exchange Commission. Pees¢he reconciliation to GAAP
measures within this press relez

Financial measures (GAAP):

Three months ended Year ended
December 31, December 31,
2009 2008 2009 2008
(In thousands) (In thousands)
Total revenue 44,21 46,31f 181,20: 183,44¢
Operating profit 482 4,23¢ 11,43 17,35(
Operating cash flows (deficit (1,225 2,04¢ 13,49¢ 21,144
Net income (loss (3,25)) 1,531 (1,077 4,55¢

Overview

2009 was an extremely eventful year for our compasywith many other companies, the economic slawdprovided us with many
obstacles. Despite this, we were able to accomphst of the following critical goals:

. We increased production, as evidenced by the isergathe total value of cemetery contracts wrjtfaneral home revenues and
investment and other incom"production based rever”).

. We improved our profit margins for the year, aglewiced by the improvement in adjusted operatin{it@od the improvement in the
ratio of adjusted operating profit to productiorséd revenue from 15% to 16'

. We strengthened our capital base via a private afédating, a public offering of our common unitsdaa restructuring of our acquisition
and revolving credit lines

. We repaid all outstanding debt under our acquisiéind revolving credit lines, and as of Decembe2BD9, have $100 million of
available credit including $20 million under an axdion facility.

. We are now well positioned to acquire, grow, and astential result, increase future distributic
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Acquisitions

Certain of our subsidiaries are in the processegbtiating the purchases of 17 cemeteries, 5 flheraes and various related assets for an
aggregate purchase price ranging between $44 malial $47 million, approximately $.million of which is presently proposed to be pai
the form of our common units. The transactionsexyected to close on or after March 30, 2010, kot po May 1, 2010. The completion of
both acquisitions is subject to the execution efdkfinitive agreements, which will include certaiaterial conditions to closing. There is no
assurance that our subsidiaries will enter intanitefe final agreements related to these acquoisgj that such agreements will contain the
provisions referenced above or that the applicabrelitions to closing will be satisfied.

I ncreased Production

We have presented as a critical financial mease@toductiorbased revenue because we believe it is the besiunmgeaf revenues genera
during a period and is the measure used by ouoiser@nagement in evaluating periodic results.

Year to Date

The table below details the components of prodadb@sed revenue for the years ended December 32,a2@ 2008 and reconciles it to
GAAP revenues.

Year ended December 31, Increase Increase
2009 2008 (Decrease) (4 (Decrease) (%
(In thousands)
Value of pr-need cemetery contracts writt 99,77: 91,051 8,722 9.€%
Value of a-need cemetery contracts writt 63,97( 63,87+ 96 0.1%
Investment income from trus 22,70¢ 23,51¢ (813) -3.5%
Interest incom 5,83¢ 5,38¢ 45C 8.4%
Funeral home revenu 23,36¢ 23,96: (59¢) -2.5%
Other cemetery revenu 1,614 1,37¢ 237 17.2%
Total $217,26. $209,16¢ $ 8,09 3.9%
Less:
Increase in deferred sales revenue and investmeninie (36,05¢) (25,720) $ (10,339 40.2%
Total GAAP revenue $181,20: $183,44¢ $ (2,245 -1.2%

While GAAP revenues declined by $2.2 million, 02%, to $181.2 million during 2009, production basedenue increased by $8.1 million,
or 3.9%, to $217.2 million in 2009. Most of thiciease was related to the value of pre-need ceynatetracts written which increased by
$8.7 million, or 9.6%, to $99.8 million during 20@8 compared to $91.1 million in 2008.

The value of pre-need cemetery contracts writtehégevenue source that has the most potentiarfanic growth. We believe that our
ability to increase this revenue source in a doeonemy is a testament to both our business plaritenthlent of our sales force and bodes
well for when the economy improves.



The value of at-need cemetery contracts writtenfandral home revenues are more dependent upoh deas. The value of at-need
cemetery contracts written were flat in 2009 ($64#ilion). The value of funeral home revenues detdi by $0.6 million, or 2.5%, to $23.3
million in 2009. A portion of this decline relatisthe funeral home we disposed of during 2009 thithbalance related to the decline in the
death rate.

Investment income from trusts declined by $0.8iomill or 3.5%, to $22.7 million in 2009, primarilyeé to a decline in yield related to the
substantial decrease in interest rates.

Quarter to Date

The table below details the components of prodadi@sed revenue for the three months ended Dece8thb2009 and 2008 and reconciles it
to GAAP revenues.

Three months ended December 31, Increase Increase
2009 2008 (Decrease) (3 (Decrease) (%
(In thousands)

Value of pr-need cemetery contracts writt 23,40 21,81: 1,59¢ 7.2%
Value of a-need cemetery contracts writt 15,76: 15,14 621 4.1%
Investment income from trus 5,79 5,99( (297 -3.3%
Interest incom 1,19¢ 1,03¢ 15€ 15.1%
Funeral home revenu 5,95: 6,351 (39¢) -6.3%
Other cemetery revenu 12¢€ 30¢€ (189 -59.2%
Total $ 52,23 $  50,64( $ 1,59 3.2%
Less:

Increase in deferred sales revenue and investmeninie (8,020 (4,326) $ (3,699 85.4%
Total GAAP revenue $ 44,217 $ 46,31 $ (2,099 -4.5%

While GAAP revenues declined by $2.1 million, 0%, to $44.2 million during the fourth quarter &®, production based revenue
increased by $1.6 million, or 3.2%, to $52.2 mitlidMost of this increase was related to the vafygr@-need cemetery contracts written
which increased by $1.6 million, or 7.3%, to $2@lion. There was also a modest increase in theevaf at-need cemetery contracts written
($0.6 million or 4.1%) offset by a slight declimefuneral home revenues ($0.4 million or 6.3%) Whieas primarily related to the decline in
the death rate.

I mproving Profit Margins

We define profit margin as the percentage of adflisperating profit to production based revenubs. gurpose is to provide our unitholders
with a financial measure that the Company usesatuate its performance.

During a period of growth, operating profits asidedl by GAAP will tend to lag adjusted operatingffis because accounting rules require
the deferral of all revenues and a portion of th&t€ associated with these revenues until suchttistenerchandise is delivered or services
are performed. This creates a non-cash liabilitpanfinancial statements and delays the recognifaevenues and profit. Adjusted
operating profits ignore these delays and presstlts based upon economic performance. Over tperating profits and adjusted operal
profits will match.



The table below presents adjusted operating prafitsreconciles this amount to GAAP operating psdbr the three months and year ended
December 31, 2009:

Three months ended December 31, Year ended December 31,
2009 2008 2009 2008
(In thousands) (In thousands)

Operating profi $ 48¢ $ 4,23¢ $ 11,43: $17,35(
Acquisition related costs (i — (25€) — (1,579
Increase (decrease) in applicable deferred reve 7,744 4,32¢ 35,78: 25,72(
(Increase) decrease in deferred cost of goodsasmlaselling and

obtaining cost: (2,362) (1,996 (12,500 (9,377)
Adjusted operating prof $ 5,86¢ $ 6,31( $ 34,710 $32,111

(a) Prior to 2009, acquisition related costs wexgitalized. In order to appropriately compare thdaqas, we have deducted the 2008
capitalized amounts from the 2008 adjusted opegatinfits.

Year and Quarter to Date

Adjusted operating profits increased by $2.6 miljior 8.1%, to $34.7 million in 2009. This increas®s caused by the previously discussed
increase in production based revenue ($8.1 milladfget by an increase in costs of $5.5 millioneThtio of adjusted operating profit to
production based revenue improved to 16.0% in 218 15.4% in 2008.

Adjusted operating profits decreased by $0.4 nmillior 7.0%, to $5.9 million in the fourth quartér2009 as compared to $6.3 million in the
fourth quarter of 2008. This decrease was primaadlysed by a $2.0 million increase in operatingeesps offset by the aforementioned $1.6
million increase in production based revenue.

The table below presents the most significant itefrincreased operating expenses contributinggéahange in adjusted operating profit for
the three months and year ended December 31, 2008napared to 2008:

Three months ended December 31, Year ended December 31,
2009 2008 2009 2008
(In thousands) (In thousands)
Adjusted operating prof $ 5,86¢ $ 6,31( $ 34,71 $ 32,11
Summary of significant expense increas
Increase in employee benel 1,861 3,23¢
Increase in professional fe 39¢ 59¢
Increase in acquisition related ca — 713
Increase in depreciation and amortizal — 1,361
Total significant expense increas 2,25¢ 5,91(
Total $ 8,12¢ $ 6,31( $ 40,62: $ 32,118

The increase in employee benefits relates priméoilgn increase in employee medical benefits. Toragainy utilizes a self insured medical
insurance plan that is administered by an outsittd party. The company manages risk via a $teg-insurance policy that caps our expo:
at



both the individual and aggregate level. Benefitisl mut of the plan were substantially higher if2@hen they were in 2008. This excess
was caused by both medical inflation and increag#idation. We are currently evaluating our cutrarsurance program to determine cost
saving opportunities.

The YTD increase in depreciation and amortizatelates primarily to increased amortization of defdrfinancing fees.

The Company instituted a cost reduction progranmdu2009. The program consisted of eliminationas$es and bonuses and an employee
furlough program, among other significant measurég. goal of the cost reductions was to countgratgntial revenue losses and be able to
continue distributions. These goals were accomgtishowever, the cost reductions could not offsetexpense increases in the areas of
medical benefits, acquisition costs, professioaasf and depreciation and amortization as showheichart above. All cost-reduction
measures remain in effect for 2010.

Strengthening Our Capital Base

At the end of 2008, we had $80 million in seniobiinat was maturing in September 2009, no sigamfi@vailability on our credit lines and
$52.5 million in debt maturing in 2012. We werecalaced with a severe contraction in the creditkei@rthat made the availability of capital
extremely tight.

We solved our immediate problem of satisfying tebtdhat was due in September 2009 by modifyingtteglit Lines under a new bank
syndication which increased the acquisition linerfdit to $107.85 million and the revolving linkavedit to $35.0 million. It also allowed us
to use the acquisition line of credit and revolvargdit facility to repay the senior debt due ipp®enber. We completed this transaction in the
second quarter of 2009 and at the end of June ®@08ad $52.5 million in senior debt due in 2012&% million drawn on an acquisition

line of credit that was expiring in 2012 and $2&flion drawn on a revolving line of credit that svaxpiring in 2012. We were also required
to pay down annually $10 million beginning in 2010.

During the third quarter of 2009 opportunities op@in the capital markets. This opportunity allowsdo improve our capital base by
extending the due date on our overall debt podfti2017, increase amounts available on the Ckaulits to $100 million (including a $20
million accordion feature) and raise additional amts through a common unit offering to repay $1iiillion in debt coming due in 2012.
Although it had only been a short period of tim@csi our prior restructuring, we realized that thisdow of opportunity might close.
Accordingly, we decided it was in the best interfghe company to undergo an additional capitstreeturing. The following series of
transactions were completed in the fourth quaft@009:

. We issued $150 million in private debt due in 2C
. We issued approximately 1.5 million common unit$&f per unit
. We restructured the Credit Lines to reopen $100aoniin available credit and eliminate the quastexinortization requiremer

Any remaining proceeds have been used for generpbrate purposes.

5



These transactions have resulted in a significamtfyroved capital structure as demonstrated indbke below:

As of
12/31/200: 6/30/2009 12/31/200¢
(in thousands)

Debt due date

Debt due within one ye: $80,00( $ — $ —
Debt due within three yea — 14,00( —
Debt due between three and five ye 80,42: 167,20( 35,00((a)
Debt due between five and ten ye — — 150,00((a)
Availability under credit line!

Availability under the acquisition line of cre« 22,37¢ 7,30C 45,00(
Availability under the revolving line of crec 14,70( 6,80(C 35,00(
Available accordian featul $ 20,00(

(@) The total debt per the balance sheet is $183,1898 difference is $3,938 in unamortized debt distoffiset by $1,400 in a note payal
related to an acquisition and $737 in insurancenpmn and vehicle financing not included in this esdhle.

Operating Cash Flows, Distributable Free Cash Flow and Unit-holder Distributions

Our primary source of cash from which to pay parttistributions and make routine capital expeneisuis operating cash flow. Over longer
periods of time, operating cash flows must excéedstim of routine capital expenditures and padistributions.

Over shorter periods of time, operating cash flovesy be negatively effected by cash flow timing lagsated by:
. net cash inflows into the merchandise tri“net trust cash flov”), and;
. increases in accounts receivable and other ligeséta net of liquid liabilities*float adjustmen™).

During periods of growth, we would expect therdéonet cash inflows into the trust and increasesaounts receivable.

When determining partner distributions, we deteamirnether a distribution in excess of operatindi¢lsvs less routine capital expenditures
has been caused by the aforementioned cash flangidifferences or by a shortfall in funds geneddtem operations.
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The table below adjusts operating cash flows feraforementioned timing differences to determinjestdd operating cash flow generated.
From this amount, we net out other items to dedigéributable free cash flow:

(@)
(b)

(©

Three months ended Year ended
December 31, December 31,
2009 2008 2009 2008
(In thousands) (In thousands)

Operating cash flows (deficit $(1,225)  $2,04¢ $13,49¢ $21,14¢
Add: net cash inflows into the merchandise t 1,57¢ 51¢ 6,13 452
Add: net increase in accounts receive 3,28¢ 1,67¢ 9,45 6,67¢
Add: net decrease in merchandise liabili 2,33¢ 3,567 4,34: 5,36¢
Less: acquisition related costs — (25€) — (1,579
Add (deduct): net decrease (increase) in accowayahe and accrued expen (40€) (3,41¢) 99¢ (7179)
Other float related chang 713 49C 181 (579
Adjusted operating cash genera 6,28¢ 4,631 34,60 30,77
Less: maintenance capital expenditt (989) (1,09€¢) (2,529 (4,809
Plus: growth capital expenditures reclassified @erating expenses and

deducted from adjusted operating cash generate 19z 25¢€ 2,292 1,57¢
Less (plus): other investing cash flow items — (661) 434 (661)
Distributable free cash flow general 5,49: 3,13( 34,80¢ 26,88(
Cash on han- beginning of the perio 7,06¢ 13,80(
Distributable cash available during the y 41,87: 40,68(
Partner distributions mac $ 6,81 $ 6,762 $27,25: $25,65¢

Prior to 2009, acquisition related costs wexgitalized and classified as an investing cash.flde have adjusted the 2008 amounts to
retrospectively reflect this chang

We maintain an acquisition line of credit frevhich to make acquisitions and pay acquisitionteglaosts. We utilize this line for these
costs. Accordingly, distributable free cash floma negatively impacted by amounts spent on aitopris that are recorded as
expenses

The 2008 reduction represents a payment ma8€toelated to a minimum share price guarantee.Z009 increase represents funds
received from the sale of a funeral hot

As can be seen, for both the years ended and e thonths ended December 31, 2009 and 2008, opecash flows have been negatively
impacted by the buildup in merchandise trust assaisaccounts receivable. Adjusted operating casbrgted is significantly higher than
operating cash flows.

In addition, in both 2009 and 2008, the sum ofritistable free cash flow plus cash on hand at #giriming of the period exceeded the
distributions we made in those years.

Our business decisions have always been to makédions based upon adjusted operating cash fipverated rather than operating cash
flows generated. We believe this to be in the bstest of our unitholders as we do not beliexat thur unitholders should necessarily wait
until we collect all amounts owed to us before thsy distributed to them. We recognize that we nedxbrrow money and that we incur
interest on these amounts until we settle thede ftas timing differences. This interest expenséjah is ultimately a cost to our unitholders,
is offset by getting the cash to our unitholdersrey.

Discussion of GAAP Results

GAAP accounting requires that we defer the valueosftracts written and investment income earneah traists until such time as the
underlying merchandise is delivered or serviceeisgymed. Accordingly, periodic changes in GAAParue are not necessarily indicative of
changes in either the volume or pricing on consraciginated during the period, but rather changéise timing of when merchandise is
delivered or services are performed.

Revenues

Revenues declined by $2.2 million, or 1.2%, to $28tillion during the year ended December 31, 2068 $183.4 million during the year
ended December 31, 2008. The decrease was primelalgd to a corresponding decrease in the dgliviepre-need and at-need cemetery
merchandise and services.



Revenues declined by $2.1 million, or 4.5%, to 844illion during the three months ended Decembe2809 from $46.3 million during
2008. The decrease was primarily related to a 8lllbn decline in investment income from trustshieh was in turn related to the timing on
earnings of trust assets. The increase in defénustlincome was $1.7 million higher in thé"4 qaadf 2009 as compared to 2008. Actual
interest, dividends and capital gains were onl2 $0illion less in 2009 than in 2008.

Operating Profit

Operating profit declined by $5.9 million, or 34.186 $11.4 million in 2009 from $17.3 million in @8. The decrease was primarily relate
the decrease in revenues ($2.2 million), acquisitedated costs ($2.3 million) that due to an aatiog rule change became immediately
expensed in 2009, and a $3.2 million increase idicaé¢ benefit costs offset by cost savings in otreas.

Operating profit declined by $3.7 million, or 88.68 $0.5 million during the three months endedéelber 31, 2009 from $4.2 million
during 2008. The decrease was primarily relatetiecdecrease in revenues ($2.1 million), acquisitedated costs ($0.2 million) that due an
accounting rule change became immediately expens2@09, and a $1.9 million increase in medicaldfgrtosts offset by cost savings in
other areas.

Net Income (Loss)

The table below breaks out significant changestantome for both the year and three months ebas@mber 31, 2009 compared to these
same periods during 2008:

Three months ended December 31, Year ended December 31,
2009 2008 2009 2008

Operating Profi $ 483 $ 4,23¢ $ 11,43: $ 17,35(
Gain on sale of funeral hon (47) 0 434 0
Gain on acquisition 4,43 0 4,43 0
Decrease in the value of interest rate sw (2,687 0 (2,68)) 0
Expenses related to refinanci 2,24; 0 2,24: 0
Interest expens 4,14( 3,19: 14,40¢ 12,71
Income (loss) before tax (4,186€) 1,04: (3,03)) 4,63¢
Total income taxe (935) (488) (1,954 80
Net income (loss $ (3,25)) $ 1,531 $ (1,079) $ 4,55¢

We had a net loss of $1.1 million during the yazdtlesl December 31, 2009 as opposed to net inco$é.@imillion in 2008. The total
reduction was $5.7 million which was primarily reld to:

. The aforementioned $5.9 million decline in operggmofits.

. A recorded gain on the acquisition of cemetery proes of $4.4 million as the fair value of netetssacquired was greater than the
consideration paic



. A write-down of $2.2 million of previously capitalized dessuance cost

. A loss on the value of interest rate swaps of $alon.

. A $1.7 million increase in interest expen

. A $2.1 million change in income taxes from a $0illiom expense in 2008 to a $2.0 million benefitAG09.

We had a net loss of $3.3 million during the thmeanths ended December 31, 2009 as opposed toceehénof $1.5 million in 2008. The
total reduction was $4.8 million which was primguniklated to:

. The aforementioned $3.7 million decline in opemtmofits.

. A gain on the acquisition of cemetery propertie$4# million as the fair value of net assets aegliwas greater than the consideration
paid.

. A write-down of $2.2 million of previously capitalized dessuance cost
. We recorded a loss on the value of interest ratgpswef $2.6 million

. A $1.0 million increase in interest expen

. A $0.4 million increase in our income tax bene

Backlog

Backlog is a measurement of the future operatingitdrenefit that will be derived from customer t@tts that have been executed for which
we have not as of yet met the GAAP-based reveraggrétion criteria and is equal to:

. deferred cemetery revenues and investment inc
. less deferred selling and obtaining co

Backlog does not include deferred unrealized gantslosses on merchandise trust assets.

We believe there are no material costs or significencertainties remaining to be determined orwantifor us to be able to realize the cash
benefit of this future operating profit.

At December 31, 2009 our backlog was $236.5 millitims is an increase of $18.7 million from $21mhllion at December 31, 2008. This
build up in backlog will be reflected in GAAP revenas we deliver the underlying merchandise anfbpeithe underlying services

I nvestor Conference Call

An investors’ conference call to review the 2008utts (which will be released before this call)lwié held on Monday, March 15, 2009, at
11:00 a.m. Eastern Time. The conference call caacbessed by calling (800) 772-4206. An audio gepfahe conference call will be
available by calling (800) 633-8284 through 1:0&pEastern Time on March 29, 2010. The reservationber for the audio replay is as
follows: 21456874. The audio replay of the conferenall will also be archived on StoneMor’s websitdttp://www.stonemor.com.
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About StoneMor Partners L.P.

StoneMor Partners L.P., headquartered in Levittd®annsylvania, is an owner and operator of cenastand funeral homes in the United
States, with 235 cemeteries and 58 funeral hom28 states and Puerto Rico. StoneMor is the onlbfigly traded deathcare company
structured as a partnership. StoneMor’s cemeteargiymts and services, which are sold on both a peetfbefore death) and¢ed (at deatt
basis, include: burial lots, lawn and mausoleunptsyburial vaults, caskets, memorials, and ailises which provide for the installation of
this merchandise.

For additional information about StoneMor Partrie®., please visit StoneMor’s website, and the steeRelations section, at
http://stonemor.com

Forward-Looking Statements

Certain statements contained in this press rel@adading, but not limited to, information regamndithe status and progress of the company’s
operating activities, the plans and objectiveshefdcompany’s management, assumptions regardingpthpany’s future performance and
plans, and any financial guidance provided, as agliertain information in other filings with th&S and elsewhere, are forward-looking
statements within the meaning of Section 27A(ijhef Securities Act of 1933 and Section 21E(i) ef 8ecurities Exchange Act of 1934. The
words “believe,” “may,” “will,” “estimate,” “continies,” “anticipate,” “intend,” “project,” “expect,predict,” and similar expressions identify
these forward-looking statements. These forwardtit@pstatements are made subject to certain risisuacertainties that could cause actual
results to differ materially from those stated Juing, but not limited to, the following: uncentidies associated with future revenue and
revenue growth; the effect of the current econahoiwnturn; the impact of the company’s significantdrage on its operating plans; the
ability of the company to service its debt; theloecin the fair value of certain equity and de®turities held in the company’s merchandise
trust; the company’s ability to attract, train aethin an adequate number of sales people; untgesassociated with the volume and timing
of pre-need sales of cemetery services and prgdearignces in death rates; variances in the useenfiation; changes in political or
regulatory environments, including potential chagetax accounting and trusting policies; the camys ability to successfully implement
strategic plan relating to producing operating ioy@ment, strong cash flows and further deleveragingertainties associated with the
integration or the anticipated benefits of the asitjon of assets in September 2006; and variohsraincertainties associated with the
deathcare industry and the company’s operatiopsiticular.

When considering forwartboking statements, you should keep in mind thefastors and other cautionary statements set fortlur Annua
Report on Form 10-K and our Quarterly Reports ormd0-Q filed with the SEC. We assume no obligatmpublicly update or revise any
forward-looking statements made herein or any ditrevard-looking statements made by us, whether gsult of new information, future
events, or otherwise.
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Non-GAAP Financial Measures
Adjusted Operating Profit

We present Adjusted Operating Profit because managebelieves it provides for a useful measurecofiemic value added by presenting
effective matching of the value of current and fattevenue sources generated within a given péoitite cost of producing such revenue
managing our day to day operations within that sparéd. It is a significant measure that we baliesan indicator of eventual profit
generated within a given period of time.

Adjusted Operating Profit is a non-GAAP financiatasure that may not be consistent with other simda-GAAP financial measures
presented by other publicly traded companies.

Distributable Free Cash Flow

We present Distributable Free Cash Flow becausegement believes this information is a useful acljtm Net Cash Provided by (Used in)
Operating Activities under GAAP. Distributable Fi@ash Flow is a significant liquidity metric thaewelieve is an indicator of our ability to
generate cash flow during any quarter at a leviicgent to pay the minimum quarterly cash disttibu to the holders of our common units
and subordinated units and for other purposes, asichpaying debt and expanding through strategi&stments.

Distributable Free Cash Flow is similar to quanitf&standards of free cash flow used throughoeitémathcare industry and to quantitative
standards of distributable cash flow used throughmiinvestment community with respect to publithded partnerships, but is not intended
to be a prediction of the future. However, our adtion of distributable free cash flow may notdemsistent with calculations of free cash
flow, distributable cash flow or other similarlyléid measures of other companies. Distributable Bash Flow is not a measure of financial
performance and should not be considered as anaiitee to cash flows from operating, investingfinancing activities.

Production Based Revenue

We present production based revenue because maeagkatieves it provides for a useful measure ¢ lloe value of contracts written and
investment and other income generated during angreeiod and is a critical component of adjustedrapng profit.

Production based revenue is a non-GAAP financialsuee that may not be consistent with other simitar-GAAP financial measures
presented by other publicly traded companies.

Adjusted Operating Cash Generated

We present adjusted operating cash generated revmmause management believes it provides forfaluseasure of the amount of cash
generated that is available to make capital experedi and partner distribution once all cash flomirtg issues have been settled.

Adjusted operating cash generated is a non-GAA&hfiral measure that may not be consistent withrctinglar non-GAAP financial
measures presented by other publicly traded corapani
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StoneMor Partners L.P.
Consolidated Balance Sheets
(in thousands)

December 31 December 31

2009 2008
Assets
Current asset:
Cash and cash equivalel $ 13,47¢ $ 7,06¢
Accounts receivable, net of allowar 37,11: 33,09(
Prepaid expenst 3,531 3,42
Other current asse 4,50z 14,47;
Total current asse 58,62 58,057
Long-term accounts receivak- net of allowanct 48,01t 42,30¢
Cemetery propert 235,35’ 228,49¢
Property and equipment, net of accumulated depregi 52,26 49,61
Merchandise trusts, restricted, at fair ve 203,88! 161,60!
Perpetual care trusts, restricted, at fair vi 196,29! 152,79°
Deferred financing cos- net of accumulated amortizati 12,02( 2,42¢
Deferred selling and obtaining co: 49,78 41,79¢
Deferred tax asse 451 13¢
Other asset 2,19/ 1,00(C
Total asset $ 858,88¢ $ 738,24(
Liabilities and partners’ capital
Current liabilities
Accounts payable and accrued liabilit $ 26,57¢ $ 25,70:
Accrued interes 1,82¢ 65¢
Current portion, lon-term debt 37¢ 80,47¢
Total current liabilities 28,781 106,83¢
Other lon¢-term liabilities 2,912 1,837
Fair value of interest rate sw 2,681 —
Long-term deb 182,82: 80,45¢
Deferred cemetery revenues, 258,97¢ 193,01
Deferred tax liabilities 5,29( 7,92¢
Merchandise liability 65,88 75,977
Perpetual care trust corp 196,29! 152,79’
Total liabilities 743,64: 618,85:
Partners’ capital
General partne 1,90¢ 2,271
Limited partners
Common 113,34 111,05:
Subordinatel — 6,06¢€
Total partner capital 115,24¢ 119,38
Total liabilities and partne’ capital $ 858,88¢ $ 738,24(

See accompanying notes to the Consolidated Fina®i@gements on the Annual Report filed on FornKlfor the year ended December 31,
20009.
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StoneMor Partners L.P.
Consolidated Statement of Operations
(in thousands, except unit data)

Three months ended December 31, Year ended December 31,
2009 2008 2009 2008
(unaudited)
Revenues:
Cemetery
Merchandise $ 22,37¢ $ 21,76 $ 87,83¢ $ 90,96¢
Services 7,98¢ 8,82¢ 36,941 36,89
Investment and othe 7,89¢ 9,374 33,05¢ 31,62
Funeral homq
Merchandise 2,517 2,48: 9,701 9,24¢
Services 3,44 3,86¢ 13,66¢ 14,71«
Total revenue 44,21, 46,318 181,20: 183,44
Costs and Expenses
Cost of goods sold (exclusive of depreciation sheeparately below
Perpetual car 1,06¢ 1,08t 4,72 4,32¢
Merchandise 4,10 4,79z 17,12( 18,55¢
Cemetery expens 10,79¢ 10,28¢ 41 ,24¢ 41,65!:
Selling expens 8,94¢ 9,00¢ 34,12 34,80¢
General and administrative expel 5,811 5,35¢ 22,49¢ 21,37
Corporate overhead (including $438 and $373 ani7&land $2,262 in
unit based compensation for the three months aadereded
December 31, 2009 and 20 6,067 4,85( 22,37( 21,29:
Depreciation and amortizatic 1,672 1,63t 6,39( 5,02¢
Funeral home expen:
Merchandise 96€ 97¢ 3,71¢ 3,68¢
Services 2,38( 2,271 9,27¢ 9,07:
Other 1,73( 1,811 6,01¢ 6,30¢
Acquisition related cost 192 — 2,292 —
Total cost and expens 43,73¢ 42,07¢ 169,77. 166,09¢
Operating profit 482 4,23¢ 11,43: 17,35(
Gain on sale of funeral hon 471) — 434 —
Gain on acquisition 4,43¢ — 4,43¢ —
(Decrease) in fair value of interest rate s\ (2,687 — (2,687) —
Expenses related to refinanci 2,24; — 2,24: —
Interest expens 4,14( 3,19 14,40¢ 12,71
Income (loss) before incor taxes (4,18¢€) 1,04: (3,03)) 4,63¢
Income taxe:
State 412 (a75) 80¢ 304
Federal (1,349 (319 (2,767) (224
Total income taxe (935) (48¢) (1,959 80
Net income (loss $  (3,25) $ 1,531 $ (1,07) $ 4,55¢
General partn('s interest in net income (loss) for the pet $ (65) $ 30 $ (22 9 91
Limited partner’ interest in net income (loss) for the per
Common $ (2,64 $ 1,161 $ (894 $ 3,32¢
Subordinatet $ (54)) $ 34C $ (161) $ 1,14
Net income (loss) per limited partner unit (basid diluted) $ (.27) $ A3 $ (09 S .38
Weighted average number of limited partners’ uoittstanding (basic and
diluted) 12,46 11,84¢ 12,03« 11,80¢

See accompanying notes to the Consolidated Fina®i@gements on the Annual Report filed on FornKlfor the year ended December 31,
20009.
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StoneMor Partners L.P.
Consolidated Statement of Cash Flows

(in thousands)

Operating activities:
Net income (loss

Adjustments to reconcile net income to net caskigeal by operating

activity:
Cost of lots solc
Depreciation and amortizatic
Unit-based compensatic
Previously capitalized acquisition co
Write down of deferred financing fe
Accretion of debt discout
Loss on fair value of interest rate sw
Gain on sale of funeral hon
Gain on acquisitions of cemetery proper
Changes in assets and liabilities that provideddusash
Accounts receivabl
Allowance for doubtful accoun
Merchandise trust fun
Prepaid expenst
Other current asse
Other asset
Accounts payable and accrued and other liabil
Deferred selling and obtaining co:
Deferred cemetery reven
Deferred taxes (ne
Merchandise liability
Net cash provided by operating activit
Investing activities:
Cost associated with potential acquisitis
Additions to cemetery proper
Purchase of subsidiaries, net of common units &
Divestiture of funeral hom
Acquisition uni-price guarante
Acquisitions of property and equipme
Net cash used in investing activit|
Financing activities:
Cash distributior
Additional borrowings on lor-term debt
Repayments of lor-term debt
Proceeds from public unit offerir
Proceeds from general partner contribu
Cost of financing activitie
Net cash used in financing activiti
Net increase (decrease) in cash and cash equivake
Cash and cash equivalent- Beginning of period
Cash and cash equivalent- End of period

Supplemental disclosure of cash flow informatior
Cash paid during the period for inter

Cash paid during the period for income ta

Non-cash investing and financing activitie:
Acquisition of asset by assumption of directly tethliability
Issuance of limited partner units for cemetery &sitian

Three months ended December 31,

Year ended December 31,

2009 2008 2009 2008
(Unaudited)
$ (325) $ 1531 $ (1,07) $ 4,55¢
1,23: 32¢ 5,25¢ 5,30¢
1,81z 1,63¢ 6,39( 5,02¢
43¢ 373 1,57¢ 2,262
— — 1,365 —
2,101 — 2,24; —
34 — 34 —
2,681 2,681
41 — (434) —
(4,350) — (4,35() —
(3,289 (1,679 (9,457) (6,67¢)
(219 (1,192 10z 512
(1,579 (519) (6,137) (45%)
627 421 (109) 962
(60) (576) (239) (900)
265 27 (124 (69€)
1,271 3,41¢ (125) 717
(1,679 (1,29¢) (7,987) (5,959
7,26¢ 3,71¢ 31,88: 22,41
(2,24%) (56) (3,660) (564)
(2,339 (3,567 (4,349 (5,366
(1,22%) 2,04¢ 13,49¢ 21,14+
- 49¢ - (1,579
(1,090) (1,10¢) (4,759 (4,37¢)
89 (3,399 (4,100 (5,627)
(47) — 434 —
— (667) — (661)
(989 (1,09¢6) (2,529 (4,809
(2,03)) (5,767) (10,949 (17,046
(6,819 (6,762) (27,259 (25,659
151,56! 12,87¢ 260,64 33,18¢
(153,149 (8,709  (239,86) (18,446
23,68( — 23,68( —
50¢ 18 50¢ 86
(8,429 — (13,859 —
7,36¢€ (2,579 3,86: (10,83()
4,11( (6,289 6,411 (6,737)
9,36¢ 13,35¢ 7,06¢ 13,80(
$ 13,47¢ $ 7,06¢ $ 13,47¢ $ 7,06¢
$ 340/ $ 337: $ 1323¢ $12,73:
$ 14¢ $ 151 $ 1,88¢ $ 4,82(
$ — $ — $ 215 $ —
$ — $ — $ — $ 50C




See accompanying notes to the Consolidated Fina®i@gements on the Annual Report filed on FornKlfor the year ended December 31,
20009.
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