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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED December 31, 2012

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission File Number: 001-32270

STONEMOR PARTNERS L.P.

(Exact name of registrant as specified in its chaetr)

Delaware 80-010315¢
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

311 Veterans Highway, Suite B

Levittown, Pennsylvania 19056
(Address of principal executive offices (Zip Code)

Registrant’s telephone number, including area cod€215) 826-2800
Securities registered pursuant to Section 12(b) d¢fie Act:

Title of each class Name of each exchange on which registert
Common Units New York Stock Exchange

Securities registered pursuant to Section 12(g) die Act: None
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405coBéturities Act.  Yed] No

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yes[d No

Indicate by check mark whether the registrant € filed all reports required to be filed by Sewcti® or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastia@s. Yes[x] No [

Indicate by check mark whether the registrant lnasmstted electronically and posted on its corpokateb site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5(8232.405 of this chapter) during the precedi@gribnths
(or for such shorter period that the registrant veagiired to submit and post such files). YEs No O

Indicate by check mark if disclosure of delinquiilets pursuant to Item 405 of Regulation S-K i¢ contained herein, and will not be
contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part 11l of this Form
10-K or any amendment to this Form 10-K[X]

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited, “accelerated filer”, and “smaller reportirmpmpany” in Rule 12b-2 of the Exchange
Act (Check one):

Large accelerated file [J Accelerated filer
Non-accelerated filer O (Do not check if a smaller reporting compa Smaller reporting compai O
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Actyes [ No

The aggregate market value of the common units yeldon-affiliates of the registrant was approxieiat486.5 million as of June 29,
2012 based on $25.92 per unit, the closing pridce@tommon units as reported on the New York SEbathange on that date.

The number of the registrant’s outstanding commuatswat March 1, 2013 was 19,732,579.
Documents incorporated by reference: None

The aggregate market value of the common unit®osé above equals the number of the registrastiemon units outstanding, reduced by the numbeowfmon units held by
executive officers, directors and persons owning B® more of the registrant’'s common units, mukiglby the last reported sale price for the regigts common units on June 29,
2012, the last day of the registrant’'s most regestmpleted second fiscal quarter. The informagimvided shall in no way be construed as an adamigkiat any person whose
holdings are excluded from this figure is an &dfiéi of the registrant or that any person whoseitgédare included in this figure is not an affdiaf the registrant and any such
admission is hereby disclaimed. The informatiorvizted herein is included solely for record keepigposes of the Securities and Exchange Commis
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PART |

Item 1.—Business
Overview

We were formed as a Delaware limited partnershifggril 2004 to own and operate the assets and bas@s previously owned and
operated by Cornerstone Family Services, Inc., (f€wstone”), which was converted into CFSI LLCinaitled liability company, prior to our
initial public offering of common units represemgitimited partner interests on September 20, 2@@fnerstone had been founded in 1999 by
members of our management team and a private dguigtment firm, which we refer to as McCown Desue, in order to acquire a group of
123 cemetery properties and 4 funeral homes. OreMber 30, 2010, McCown De Leeuw transferred cedhits interests to MDC IV Trust
U/T/A November 30, 2010, MDC IV Associates TrusTIA November 30, 2010 and Delta Trust U/T/A Novem®@, 2010, which we
collectively refer to as the MDC |V Liquidating T3ts and McCown De Leeuw was subsequently terminiieatis Annual Report on Form
10-K, unless the context otherwise requires, refegs to “we,” “us,” “our,” “StoneMor”, the “Compariyor the “Partnership” are to StoneMor
Partners L.P. and its subsidiaries.

We are currently the second largest owner and tgresbcemeteries in the United States. As of Ddoen31, 2012, we operated 276
cemeteries in 27 states and Puerto Rico. We owroR8&se cemeteries, and we manage or operatertianing 18 under management or
operating agreements with the nonprofit cemeterpamations that own the cemeteries. As of DecerBtheR012, we also owned and operated
86 funeral homes in 18 states and Puerto Ricoyfam¢ of these funeral homes are located on thengi®of the cemeteries that we own.

The cemetery products and services that we sélldeche following:

Interment Rights Merchandise Services
* burial lots * burial vaults + installation of burial vaults
» lawn crypts » caskets « installation of caskets
* mausoleum crypts » grave markers and grave marker « installation of other cemetery
» cremation niches bases merchandise
» perpetual care righ * memorials « other service item

We sell these products and services both at the gindeath, which we refer to asreged, and prior to the time of death, which werreg
as pre-need. Our sales of real property, includimgal lots (with and without installed vaults)a and mausoleum crypts and cremation
niches, generate qualifying income sufficient ferta be treated as a partnership for federal incameurposes. In 2012, we performed 45,12
burials and sold 29,829 interment rights (net afoedlations). Based on our sales of interment spac2012, our cemeteries have an
aggregated weighted average remaining sales li2d6fyears.

Our cemetery properties are located in Alabamafd®aia, Colorado, Delaware, Florida, Georgia, Hawdinois, Indiana, lowa, Kansa
Kentucky, Maryland, Michigan, Mississippi, Missoulew Jersey, North Carolina, Ohio, Oregon, Pemnvagyl, Puerto Rico, Rhode Island,
South Carolina, Tennessee, Virginia, Washington\&iedt Virginia. One cemetery in Hawaii that we doeghin December 2007 is still
awaiting regulatory approval and has not yet besveyed to us. Our cemetery operations accountegpforoximately 85.3%, 86.7% and
87.1% of our revenues in 2012, 2011 and 2010, ctispdy.

Our primary funeral home products are caskets aladed items. Our funeral home services includesglbation, the removal and
preparation of remains, and the use of funeral hiamiéties for visitation and prayer services.
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Our funeral homes are located in Alabama, ArkanSa$fornia, Florida, Illinois, Indiana, Kansas, W&nd, Mississippi, Missouri, Ohit
Oregon, Pennsylvania, Puerto Rico, South Carolieanessee, Virginia, Washington and West Virgi@ar funeral home revenues accountec
for approximately 14.7%, 13.3% and 12.9% of oueraies in 2012, 2011 and 2010, respectively. Owrhlthome operations are conducted
through various wholly-owned subsidiaries thattegated as corporations for U.S. federal incomeptaposes.

Operations
Segment Reporting and Related Information

We have five distinct reportable segments whichctassified as Cemetery Operations—Southeast, @eyn@iperations—Northeast,
Cemetery Operations—West, Funeral Homes, and Catgor

We have chosen this level of organization and djssgption of reportable segments due to the fattaheach reportable segment has
unique characteristics that set it apart from offismments; b) we have organized our managemertrpesisat these operational levels; and ¢) i
is the level at which our chief decision makers atitr senior management evaluate performance.

Our Cemetery Operations segments sell intermehtgjgaskets, burial vaults, cremation niches, erarknd other cemetery related
merchandise. The nature of our customers diffeesaoh of our regionally based Cemetery Operatiegments. Cremation rates in the West
region are substantially higher than they are @Sbutheast region. Rates in the Northeast regimthto be somewhere between the two.
Statistics indicate that customers who select ctiemaervices have certain attributes that diffenf customers who select other methods of
interment. The disaggregation of cemetery operatinto the three distinct regional segments is arily due to these differences in customer
attributes along with the previously mentioned nggmaent structure and senior management analyskod@bgies.

Our Funeral Homes segment offers a range of fummetalled services such as family consultationréimeoval of and preparation of
remains and the use of funeral home facilities/sitation and prayer services. These servicesliatactly different than the cemetery
merchandise and services sold and provided by émee®ry Operations segments.

Our Corporate segment includes various home ofistkng and administrative expenses that are notatble to the other operating
segments.

Cemetery Operations

Our cemetery operations include sales of cemettgyment rights, merchandise and services anddtfermance of cemetery
maintenance and other services. An interment gghtles a customer to a burial space in one ofceureteries and the perpetual care of that
burial space. Burial spaces, or lots, are pardgbsaperty that hold interred human remains. Ouneteries require a burial vault be placed in
each burial lot. A burial vault is a rectangulantner, usually made of concrete but also madstesfl or plastic, which sits in the burial lot
in which the casket is placed. The top of the bhwaalt is buried approximately 18 to 24 inchesobethe surface of the ground, and the caske
is placed inside the vault. Burial vaults prevertumd settling that otherwise occurs when a cgsleeed directly in the ground begins to decay
creating uneven ground surface. Ground settling@y results in higher maintenance costs andeiased potential liability for slip-and-fall
accidents on the property. Lawn crypts are a sefiefsely spaced burial lots with preinstalleditsiand other improvements, such as
landscaping, sprinkler systems and drainage. A olaush crypt is an above-ground structure that neagdsigned for a particular customer,
which we refer to as a private mausoleum, or it i@y larger building that serves multiple cust@nehich we refer to as a community
mausoleum. Cremation niches are spaces in whichghes remaining after cremation are stored. Ciemaiches are often part of community
mausoleums, although we sell a variety of crematiches to accommodate our customers’ preferences.
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Grave markers, monuments and memorials are ab@wedmproducts that serve as memorials by showirgisshemembered, the dates
of birth and death and other pertinent informatibimese markers, monuments and memorials includglsiptates, such as those used in a
community mausoleum or cremation niche, flush--ghound granite or bronze markers, headstones@e ktone obelisks.

One of the principal services we provide at our etEmies is an “opening and closing,” which is thggihg and refilling of burial spaces
to install the vault and place the casket intovihiglt. With pre-need sales, there are usually tpenings and closings. During the initial
opening and closing, we install the burial vaulttie burial space. We usually perform this sergioertly after the customer signs a pre-need
contract. Advance installation allows us to withdrthe related funds from our merchandise trustkimgathe amount in excess of our cost to
purchase and install the vault available to uotber uses, and eliminates future merchandisengustquirements for the burial vault and its
installation. During the final opening and closimgs remove the dirt above the vault, open theflithe vault, place the casket into the vault,
close the vault lid and replace the ground coveth\at-need sales, we typically perform the inibpkening and closing at the time we perform
the final opening and closing. Our other servicesude the installation of other cemetery merchsadind the perpetual care related to
interment rights.

As of December 31, 2012, we provided services toelBieteries under management or operating agregméhtthe nonprofit cemetery
corporations that own the cemeteries. These nompearheteries are organized as such either bectatselaw requires cemetery properties to
be owned by nonprofit entities, such as in Newelersr because they were originally establishegloaprofit entities. We have voting rights,
along with member owners of burial spaces, in the Rew Jersey nonprofit cemeteries as a resutwfing all of their outstanding certificates
of indebtedness or interest. To obtain the benéfirofessional management services, the remaitngonprofit cemeteries have entered into
agreements with us. The agreements under whiclpesate these 18 nonprofit cemeteries generally teawes ranging from 3 to 40 years (but
some are subject to early termination rights arijations) and provide us with management or ojiegdtes that approximate what we would
earn if we owned those cemeteries and held thefor-iprofit entities.

In 2012, of the 18 cemeteries we operated undeagenent or operating agreements, the 2 cemethdewé began operating under
long-term operating agreements in 2009 did notityuas acquisitions for accounting purposes. Assult, we did not consolidate all of the
existing assets and liabilities related to theseateries. We have consolidated the existing assetdiabilities of each of these cemeteries’
merchandise and perpetual care trusts as variagiest entities since we control and receive grefits and absorb any losses from operating
these trusts. Under these long-term operating aggets, which are subject to certain terminatiorvigions, we are the exclusive operator of
these cemeteries. We earn revenues related todfatesrchandise, services, and interment rightsiacuat expenses related to such sales and
the maintenance and upkeep of these cemeteries tdpuination of these contracts, we will retainodlthe benefits and related contractual
obligations incurred from sales generated durirgcihntract period. We have also recognized theiegismerchandise liabilities assumed as
part of these agreements.

Funeral Home Operations

As of December 31, 2012, we owned, operated anaamaged 86 funeral homes, 41 of which are locaetthe grounds of cemetery
properties that we own. Our funeral homes offaaraye of services to meet a family’s funeral nes$uding family consultation, the removal
and preparation of remains, provision of casketsratated funeral merchandise, the use of funemalehfacilities for visitation, worship and
funeral services and transportation services. Rlitme operations primarily generate revenues fibmeed sales. Our funeral home segmel
has continued to grow and has become a largeopattr total revenues in each of the last threesyea

We purchase caskets from Thacker Caskets, Incruansigpply agreement that expires on December@h.2lhis agreement entitles us
to specified discounts on the price of casketgjiugs Thacker Caskets, Inc. the
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right of first refusal on all of our casket purchasWe do not have minimum purchase requirementsruthis supply agreement.

Cremation Products and Services

We operate crematories at some of our cemeteriegeral homes, but our primary cremation operatiare sales of receptacles for
cremated remains, such as urns, and the inurnnientmated remains in niches or scattering gardafiéle cremation products and services
usually cost less than traditional burial prodwstd services, they yield higher margins on a peaggnbasis and take up less space than bt
We sell cremation products and services on botteaiped and at-need basis.

Seasonality

The death care business is relatively stable aadigtable. Although we experience seasonal incegasgeaths due to extreme weather
conditions and winter flu, these increases havéistorically had any significant impact on ouruks of operations. In addition, we perform
fewer initial openings and closings in the wintdram the ground is frozen.

Sales Contracts

Pre-need products and services are typically soldnoinstallment basis. At-need products and sesvéce generally required to be paid
for in full in cash by the customer at the timesafe. See “Management’s Discussion and Analysisrancial Condition and Results of
Operations—Overview—Cemetery Operations—Pre-nedébsSand “—At-need Sales” for a description of pue-need and at-need products
and services.

Trusts

Sales of cemetery products and services are subjactariety of state regulations. In accordanith these regulations, we are required
to establish and fund two types of trusts, mercisntlusts and perpetual care trusts, to ensutevihaan meet our future obligations. Our
funding obligations are generally equal to a petags of sales proceeds of the products and semwieell. For a detailed discussion of these
trusts, see “Management’s Discussion and AnalysiSrancial Condition and Results of Operations—sfing.”

Sales Personnel, Training and Marketing

As of December 31, 2012, we employed 824 full-tonenmissioned salespeople and 134 full-time salpp@tiand telemarketing
employees. We have eight regional sales vice pratsdsupporting our cemetery operations. Theywspated by two Divisional Vice
Presidents of Sales who report to our Chief Opegadfficer. Individual salespersons are typicatlgdted at the cemeteries they serve and
report directly to the cemetery sales manager. We Imade a strong commitment to the ongoing edurcatid training of our sales force and
to salesperson retention in order to ensure oupmess receive the highest quality customer seranmketo ensure compliance with all
applicable requirements. Our training program idekiclassroom training at our headquarters, fiaiding, continuously updated training
materials that utilize media, such as the Interfioetinteractive training and participation in irglty seminars. We place special emphasis on
training property sales managers, who are key altsie a successful pre-need sales program.

We reward our salespeople with incentives for gatiney new customers. Sales force performance isiatesl by sales budgets, sales mi
and closing ratios, which are equal to the numibepotracts written, divided by the number of praagions that are made. Substantially all of
our sales force is compensated based solely oorpgahce. Commissions are augmented with variouasand incentive packages to ensu
high quality, motivated sales force. We pay comioissto our sales personnel on pre-need contrasisdoupon a percentage of the value of
the underlying contracts. Such commissions varedding upon the type of
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merchandise and services sold. We also pay cononssin at-need contracts that are generally equafiked percentage of the contract
amount. In addition, cemetery managers receivevarride commission that is equal to a percentaghefross sales price of the contracts
entered into by the salespeople assigned to theteeies they manage.

We generate sales leads through focused telemagkelirect mail, television advertising, funeralda-up and sales force cold calling,
with the assistance of database mining and otheékatiag resources. We have created a marketingrahegat to allow us to use more
sophisticated marketing techniques to more effettifocus our telemarketing and direct sales effdgles leads are referred to the sales forc
to schedule an appointment, most often at the meste home. We believe these activities complylimaterial respects with legal
requirements.

Acquisitions and Long-Term Operating Agreements

Refer to Note 14 of our consolidated financialestants in “Item 8” of this Form 10-K for a more ai&td discussion of our acquisitions
and long-term operating agreements. A summary pfoquisition activities is as follows:

2012

We completed six acquisitions during the year eridledember 31, 2012 to acquire 5 cemeteries andrigfdl homes. The acquired
properties were located in Ohio, Illinois, Calif@nOregon and Florida. The aggregate fair valudtefotal consideration paid for these
acquisitions was $34.9 million. Effective March 2012, we terminated a long-term operating agre¢emered into in 2010 related to 3
cemeteries with the Archdiocese of Detroit, resgliin a gain of $1.7 million.

2011

We completed six acquisitions during the year eridlecember 31, 2011 to acquire 17 cemeteries aridnE2al homes. The acquired
properties were located in Mississippi, Missourdrth Carolina, Puerto Rico, Tennessee and Virgifiiee aggregate fair value of the total
consideration paid for these acquisitions was $féldon. On December 30, 2011, we sold one funboahe in West Virginia for $0.1 milliot
resulting in a gain of $0.1 million.

2010

We completed four acquisitions during the year endecember 31, 2010 and entered into one long-tg@nating agreement to acquire
and operate 22 cemeteries and 6 funeral homes iagfjregate. The acquired properties were locatbadliana, Kansas, Michigan, Ohio and
Pennsylvania. The total consideration paid foreéresquisitions was $48.7 million.

Competition

Our cemeteries and funeral homes generally serstemers that live within a 10- to 15-mile radiusagbroperty’s location. Within this
localized area, we face competition from other denres and funeral homes located in the area. Bfa$tese cemeteries and funeral homes al
independently owned and operated, and most of thvwsers and operators are smaller than we are awelfewer resources than we do. We
generally face limited competition from the threglicly held death care companies that have U.8raijpns—Service Corporation
International, Stewart Enterprises, Inc. and Cggigervices, Inc.-as they do not directly operate cemeteries in éineeslocal geographic are
where we operate.

Within a localized area of competition, we compmienarily for at-need sales because many of thepeddently owned, local
competitors either do not have pre-need sales anagor have pre-need programs
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that are not as developed as ours. Most of thespetitors do not have as many of the resourcesateadvailable to us to launch and grow a
substantial pre-need sales program. The numbearstdmers that cemeteries and funeral homes ardabteract is largely a function of
reputation and heritage, although competitive pgeprofessional service and attractive, well naimed and conveniently located facilities are
also important factors. The sale of cemetery anérfal home products and services on a pre-nees hasiincreasingly been used by many
companies as an important marketing tool. Due édrfportance of reputation and heritage, increasegstomer base are usually gained o
long period of time.

Competitors within a localized area have an adyntaver us if a potential customer’s family membaesalready buried in the
competitor's cemetery. If any of the three publibild death care companies operated, or in thesfutere to operate, cemeteries within close
proximity of our cemeteries, they may have a coitipetadvantage over us because they have greéasarcial resources available to them due
to their size and access to the capital markets.

We believe that we currently face limited competitfor cemetery acquisitions. The three publiclidide=ath care companies identified
above have historically been the industry’s primaogsolidators but have largely curtailed cemeaequisition activity since 1999.
Furthermore, these companies continue to genematgaity of their revenues from funeral home ofiers. Based on the relative levels of
cemetery operations and funeral home operatiotiseathree publicly traded death care companies;iwdiie disclosed in their SEC filings, we
believe that we are the only public death care @mghat focuses a significant portion of its ef§awn cemetery operations.

Requlation
General

Our operations are subject to regulation, supemiand licensing under federal, state and locas laich impacts the goods and serv
that we may sell and the manner in which we magi$lrgoods and services.

Cooling-Off Legislation

Each of the states where our current cemetery piiepare located has “cooling-off” legislation itespect to pre-need sales of
cemetery and funeral home products and serviceas.ldgislation requires us to refund proceeds fpsaineed sales contracts if canceled by
customer for any reason within three to thirty daysn certain states until death, from the ddtthe contract, depending on the state (and
some states permit cancellation and require refi@ytnd that time). The Federal Trade CommissioR;T@2, also requires a cooling-off period
of three business days for door to door salesndwihich time a contract may be cancelled entithrgustomer to refund of the funds paid.

Trusting

Sales of cemetery interment rights and pre-neexs silcemetery and funeral home merchandise anitegmare generally subject to
trusting requirements imposed by state laws in rab#ie states where we operate. See “ManagemBr#tsission and Analysis of Financial
Condition and Results of Operations—Trusting.”

Truth in Lending Act and Regulation Z

Our pre-need installment contracts are subjediaedaderal Truth-in-Lending Act, or TILA, and thegulations thereunder, which are
referred to as Regulation Z. TILA and Regulatioprdmote the informed use of consumer credit by iretguus to disclose, among other
things, the annual percentage rate, finance chamggsmount financed when extending credit to coress.
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Other Consumer Credit-Related Laws and Regulations

As a provider of consumer credit and a businegsgierally deals with consumers, we are subjecatimus other state and federal laws
covering matters such as credit discrimination,ube of credit reports, identity theft, the hanglof consumer information, consumer privacy,
marketing and advertising, debt collection, extensiof credit to service members, and prohibitimmsinfair or deceptive trade practices.

The Dodd-Frank Wall Street Reform and Consumer Progction Act, or Dodd-Frank

Dodd-Frank, signed into law by President Obamaubyn 21, 2010, created a new federal Bureau of Cmesurinancial Protection, or the
Bureau. In addition to transferring to the Bureal@+writing authority for nearly all federal consanfinance-related laws and giving the
Bureau rule-writing authority in other areas, Ddelégnk empowers the Bureau to conduct examinatind$eng enforcement actions against
certain consumer credit providers and other estiféering consumer financial products or servit#hile not presently subject to examination
by the Bureau, we potentially could be in the fatir connection with our pre-need installment cacts. The Bureau also has authority to
conduct investigations and bring enforcement astagainst providers of consumer financial serviceduding providers over which it may
not currently have examination authority. The Buresay seek penalties and other relief on behatboSumers that are substantially in exces:
of the remedies available under such laws pri@ddd-Frank. On July 21, 2011, the Bureau officiasumed rule-writing and enforcement
authority for most federal consumer finance laveswall as authority to write rules to prohibit uinfaleceptive or abusive practices related to
consumer financial products and services.

Telemarketing Laws

We are subject to the requirements of two feddedites governing telemarketing practices, thepghelee Consumer Protection Act, or
TCPA, and the Telemarketing and Consumer Frauddmde Prevention Act, or TCFAPA. These statutesogepsignificant penalties on thc
who fail to comply with their mandates. The Fed&@ammunications Commission, or FCC, is the fedagaincy with authority to enforce the
TCPA, and the FTC, has jurisdiction under the TCBAPhe FTC and FCC jointly administer a nationab ‘abt call” registry, which
consumers can join in order to prevent unwantesfrtatketing calls. Primarily as a result of impletag¢ion of the “do not call” legislation and
regulations, the percentage of our pre-need salesrgted from telemarketing leads has decreasatasuilally in the past ten years. We are
also subject to similar telemarketing consumergmion laws in all states in which we currently igie. These states’ statutes similarly permit
consumers to prevent unwanted telephone soliaitstim addition, in cases where telephone solioitatare permitted, there are various
restrictions and requirements under state and &&tew in connection with such calls.

Occupational Safety and Health Act and EnvironmenthLaw Requirements

We are subject to the requirements of the Occupalti®afety and Health Act, or OSHA, and comparahi¢ée statutes. OSHA's
regulatory requirement known as the Hazard Comnatiioic Standard, the Emergency Planning and Coms&ight-to-Know Act
(“EPCRA”) and similar state statutes require usefoort information about hazardous materials usedaintained for our operations to state,
federal and local authorities. We may also be suibgeTier 1 or Tier 2 Emergency and Hazardous Gbaninventory reporting requirements
under EPCRA depending on the amount of hazardoteri@ia maintained on-site at a particular facilitye are also subject to the federal
Americans with Disabilities Act and similar laws ieh, among other things, may require that we modify facilities to comply with minimum
accessibility requirements for disabled persons.
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Federal Trade Commission

Our funeral home operations are comprehensivelylaged by the FTC under Section 5 of the Federatld ICommission Act and a trade
regulation rule for the funeral industry promulghteereunder, referred to as the “Funeral Ruleg Faneral Rule requires funeral service
providers to disclose the prices for their goods services as soon as the subject of price arisagliscussion with a potential customer (this
entails presenting various itemized price listhé consultation is in person, and readily ansvgeaihprice-related questions posed over the
telephone), and to offer their goods and servicearounbundled basis. The Funeral Rule also prshihisrepresentations in connection with
our sale of goods and services, and requireshkatdnsumer receive an itemized statement of thdsggand services purchased. Through thes
regulations, the FTC sought to give consumers hiiléyato compare prices among funeral service ptexs and to avoid buying packages
containing goods or services that they did not wahé unbundling of goods from services has alsmed the way for third-party, discount
casket sellers to enter the market, although thesently do not possess substantial market share.

In addition, our pre-need installment contractssfales of cemetery and funeral home merchandissemites are subject to the FTC's
“Holder Rule,” which requires disclosure in thetalbnent contract that any holder of the contractubject to all claims and defenses that the
consumer could assert against the seller of thdgjooservices, subject to certain limitations. Sheontracts are also subject to the FTC's
“Credit Practices Rule,” which prohibits certairedit loan terms and practices.

Future Enactments and Regulation

Federal and state legislatures and regulatory agefrequently propose new laws, rules and reguiatand new interpretations of
existing laws, rules and regulations which, if éadoor adopted, could have a material adverseteifeour operations and on the death care
industry in general. A significant portion of oyserations is located in California, Pennsylvanidchiggan, New Jersey, Virginia, Maryland,
North Carolina, Ohio, Indiana and West Virginia @y material adverse change in the regulatoryirespents of those states applicable to
operations could have a material adverse effectuomesults of operations. We cannot predict theaue of any proposed legislation or
regulations or the effect that any such legislationegulations, if enacted or adopted, might haveis.

Environmental Regulations and Liabilities

Our operations are subject to federal, state acal Environmental regulations in three princip&aa. (1) crematories for emissions to air
that may trigger requirements under the Clean Air, £2) funeral homes for the management of hazerdeaterials and medical wastes and
(3) cemeteries and funeral homes for the manageaieatid waste, underground and above-ground géotanks and discharges to wastewate
treatment systems and/ or septic systems.

Clean Air Act

The Federal Clean Air Act and similar state lawkijol regulate emissions into the air, can affeetwatory operations through permitti
and emissions control requirements. Our crematp@rations may be subject to Clean Air Act regutatiander federal and state law and may
be subject to enforcement actions if these opersitito not conform to the requirements of these.laws

Emergency Planning and Community Rig-to-Know Act

As noted above, federal, state and local regulatégply to the storage and use of hazardous miatatiaur facilities. Depending on the
types and quantities of materials we manage apanycular facility, we may be required to maintaimd submit Material Safety Data Sheets
and inventories of these materials located at acitifies to the regulatory authorities in comptarwith EPCRA or similar state statutes.
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Comprehensive Environmental Response, Compensatiom Liability Act

The Comprehensive Environmental Response, Compensand Liability Act, or CERCLA, and similar s¢alaws affect our cemetery
and funeral home operations by, among other thingspsing investigation and remediation obligatifosthreatened or actual releases of
hazardous substances that may endanger publitfeeaitelfare or the environment. Under CERCLA amdilar state laws, strict, joint and
several liability may be imposed upon generatdts,avners and operators, and others regardlefssiltfor the legality of the original disposal
activity. Our operations include the use of soméenials that may meet the definition of “hazardeubstances” under CERCLA or state laws
and thus may give rise to liability if releasedhe environment through a spill or release. Shawddacquire new properties with pre-existing
conditions triggering CERCLA or similar state lityi, we may become liable for responding to thosaditions under CERCLA or similar
state laws. We may become involved in proceediitggtion or investigations at one or more sitdsene releases of hazardous substances
have occurred, and we cannot assure you that soeiated costs and potential liabilities would betmaterial.

Underground and Aboveground Storage Tank Laws ari® Waste Laws

Federal, state and local laws regulate the insi@tiaremoval, operations and closure of undergdogtorage tanks, or USTs and above-
ground storage tanks, or ASTs, which are locatebiatte of our facilities as well as the managemedtdisposal of solid waste. Most of the
USTs and ASTs contain petroleum for heating ouldings or are used for vehicle maintenance, or ggmgerations. Depending upon the age
and integrity of the USTs and ASTs, they may regjupgrades, removal and/or closure, and remediatepnbe required if there has been a
potential discharge or release of petroleum inéoghvironment. All of the aforementioned activitieay require us to incur capital costs and
expenses to ensure continued compliance with emviemtal requirements. Should we acquire propertigsexisting USTs and ASTs that are
not in compliance with environmental requirements,may become liable for responding to releaséisg@nvironment or for costs associated
with upgrades, removal and/or closure costs, andamaot assure you that the costs or liabilitidsvait be material in that event. Solid wastes
have been disposed of at some of our cemeteri@s]dwfully and unlawfully. Prior to acquiring aroetery, an environmental site assessmen
is usually conducted to determine, among other itiond, if a solid waste disposal area or landfitlsts on the parcel which requires removal,
cleaning or management. Depending upon the existehany such solid waste disposal areas, we magdugred by the applicable regulatory
authority to remove the waste materials or to cehdemediation and we cannot assure you that thes oo liabilities will not be material in
that event.

Employees

As of December 31, 2012, our general partner andfitliates employed approximately 2,938 full-tirued approximately 89 part-time
employees. A total of 6 employees at one of ouratenies located in New Jersey are representedubjoa and are subject to a collective
bargaining agreement which expires in Septembes.Z2Ddenty-three employees at 11 of our cemetedestéd in Pennsylvania are
represented by 3 different unions and are subjectitective bargaining agreements that expireuimeJ2013, November 2014 and June 2015.
Three employees at 1 of our cemeteries locatellinoik are represented by a union and are sulbjegtcollective bargaining agreement that is
currently being renegotiated. Nine employees dtduolocations in California are represented lynan and are subject to a collective
bargaining agreement that expires in June 2013eiBployees at 1 cemetery in Ohio are representedumnjon and are subject to a collective
bargaining agreement that expires in December 20/E3believe that our relationship with our emplayéegood.

Available Information

We maintain an internet website with the addredstpf//www.stonemor.com. The information on thishsite is not, and should not be
considered part of this Annual Report on Form 18r4 is not incorporated by reference into this doeat. This website address is only
intended to be an inactive textual reference. Gopfe

11



Table of Contents

our reports filed with, or furnished to, the SECKorms 10-K, 10-Q, and B-and any amendments to such reports are availabléewing anc
copying at such Internet website, free of chargesamn as reasonably practicable after filing suakerial with, or furnishing it to, the SEC.

Financial Information
Information for each of our segments is presentdéairt Il—Item 8 “—Financial Statements and Supm@etary Data” in this report.

Item 1A—Risk Factors
Risk Factors Related to Our Business

Important factors that could cause actual resaltfiffer materially from our expectations includit are not limited to, the risks set forth
below. The risks described below should not beid@ned comprehensive and all-inclusive. Additiornsks that we do not yet know of or that
we currently think are immaterial may also impair business operations, financial condition andlte®f operations. If any events occur that
give rise to the following risks, our businessafigial condition or results of operations couldhiaerially and adversely impacted. These risk
factors should be read in conjunction with othéoimation set forth in this Annual Report on ForfiK, including our consolidated financial
statements and the related notes. Many such faaterseyond our ability to control or predict. Ist@s are cautioned not to put undue relianc
on forward-looking statements.

We may not have sufficient cash from operationsctintinue paying distributions at their current leyjeor at all, after we have paid our
expenses, including the expenses of our generaltpar, funded merchandise and perpetual care truatsl established necessary cash
reserves.

The amount of cash we can distribute on our umitscjpally depends upon the amount of cash we gaadrom operations, which
fluctuates from quarter to quarter based on, anudher things:

» the volume of our sale
» the prices at which we sell our products and sesyianc
» the level of our operating and general and admiatise costs

In addition, the actual amount of cash we will havailable for distribution will depend on othecfiars, such as working capital
borrowings, capital expenditures and funding rezpints for trusts and our ability to withdraw antsunom trusts.

If we do not generate sufficient cash to continagimpg distributions at their current level, the kedrprice of our common units may
decline materially. We expect that we will need kg capital borrowings of approximately $22.0 moitl during the twelve-month period
ending December 31, 2013 in order to have suffiai@erating surplus to pay distributions at theimrent level on all of our common units for
that period, although the actual amount of worldagital borrowings could be materially more or Ié8sese working capital borrowings
enable us to finance the build-up in our accouatgivables, and to construct mausoleums and pwgraducts for our pre-need sales in
advance of the time of need which, in turn, alla’sgo generate available cash for operating suglas time by accessing the funds held in
trust for the products purchased.

Our substantial level of indebtedness could matdyiadversely affect our ability to generate sufiént cash for distribution to our
unitholders, to fulfill our debt obligations and teperate our business.

We have a substantial amount of debt, which requgignificant interest and principal payments. ABDecember 31, 2012, we had
approximately $101.7 million of total debt outstarglon our credit facility that
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matures in January 2017, which would give us apgprately $28.3 million of available borrowing capgoinder our credit facility. Leverage
makes us more vulnerable to economic downturnsalsewe are obligated to dedicate a portion otash flow to service our debt
obligations, our cash flow available for operatiams! for distribution to our unitholders will bedteced. The amount of indebtedness we have
could limit our flexibility in planning for, or reding to, changes in the markets in which we compenit our ability to obtain additional
financing, if necessary, for working capital expgmas, acquisitions or other purposes, and requsr® dedicate more cash flow to service ou
debt than we desire. Our ability to satisfy ourelbbtbdness as required by the terms of our debbwitlependent on, among other things, the
successful execution of our longrm strategic plan. Subject to limitations in debt obligations, we may incur additional debtha future, fo
acquisitions or otherwise, and servicing this dmhtld further limit our cash flow available for spéons and distribution to unitholders.

Restrictions in our existing and future debt agreemts could limit our ability to make distribution® you or capitalize on acquisition an
other business opportunities.

The operating and financial restrictions and comésnia our senior notes and senior secured delgatdtains and any future financing
agreements could restrict our ability to financeifa operations or capital needs or to expand mysuour business activities. For example, oL
senior notes and senior secured debt obligationtitocovenants that restrict or limit our ability

* enterinto a new line of busine:

e enter into any agreement of merger or acquisil

» sell, transfer, assign or convey ass

e grant certain liens

* incur or guarantee additional indebtedn:

» make certain loans, advances and investm

» declare and pay dividends and distributic

» enter into transactions with affiliates; a

* make voluntary payments or modifications of indebtss

In addition, our secured debt obligations contaimemants requiring us to maintain certain finanéibs and tests. These restrictions

may also limit our ability to obtain future finangjs. Our ability to comply with the covenants aestrictions contained in our senior notes anc
senior secured debt obligations may be affecteeMeyts beyond our control, including prevailingmamic, financial and industry conditions.
If market or other economic conditions continu@éderiorate, our ability to comply with these coasts may be impaired. See “Management’
Discussion and Analysis of Financial Condition &webults of Operations—Liquidity and Capital Resesre-Long-Term Debt” If we violate
any of the restrictions, covenants, ratios or testair debt obligations, the lenders will be afol@ccelerate the maturity of all borrowings
thereunder and demand repayment of amounts ouistarahd our lenders’ commitment to make furthan®to us may terminate. We might

not have, or be able to obtain, sufficient fundesike these accelerated payments. Any subsequeatceeent of our obligations or any new
indebtedness could have similar or greater rektrist

In addition, our debt obligations limit our ability make distributions to our unitholders. Our semiotes and senior secured debt
obligations prohibit us from making such distrilouis if we are in default, including with regardoar senior secured debt obligations as a
result of our failure to maintain specified finaalaiatios. We cannot assure you that we will mantiaese specified ratios and satisfy these
for distributing available cash from operating susp
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If we violate any of the restrictions, covenanégias or tests in our senior secured debt obligatiar senior notes indenture, the applic
lenders will be able to accelerate the maturitglbborrowings thereunder and demand repaymentnofuaits outstanding, and our lenders’
commitment to make further loans to us may terneindte might not have, or be able to obtain, sudfitfunds to make these accelerated
payments. Any subsequent replacement of our sdeiatrobligations or any new indebtedness could Bawaéar or greater restrictions.

A material weakness was identified in our internabntrol over financial reporting as of December 32010.

Due to a material weakness in our internal cortvelr financial reporting, management concluded dhatdisclosure controls and
procedures and internal control over financial répg were not effective as of December 31, 20H3¢ll on the criteria in Internal Control—
Integrated Framework issued by the Committee ohSping Organizations of the Treadway Commissiomaierial weakness is a deficien
or combination of deficiencies, in internal contovker financial reporting, such that there is asomable possibility that a material misstatemer
of the company’s annual or interim financial sta¢ens will not be prevented or detected on a tinbelsis. We identified the following material
weakness in our assessment of the effectivendaseofial control over financial reporting:

* We did not design and implement adequate contetésad to the implementation of a new accountingddrd for a material class
of transactions, specifically in this instance, Igjpyy consolidation guidance to determine whethat how to consolidate another
entity as it relates to our cemetery operating egents. This material weakness resulted in thatersent of previously issued
financial statements for the quarters ended Jun2@®, September 30, 2009 and September 30, 2@iltha year ended
December 31, 2009 for adjustments that were negessaresent the financial statements for sucloderin accordance with
generally accepted accounting princip

To remediate the material weakness, we have impitedea series of controls designed to help ensateatl new accounting
pronouncements are sufficiently researched andotiratonclusions relative to the effect of suchnauncements on us are communicated to
management, the Audit Committee and our auditors.ai¥o employed a new Director of Financial Repgriind added a senior accountant to
this function to give us additional resources tdrads and implement new accounting pronouncemiiatsagement believes that the
procedures described above and our changes innmetidoave remediated the material weakness.

There were no identified material weaknesses irirdarnal control over financial reporting as ofd@enber 31, 2012 and 2011. Howe\
if we were to have additional material weaknessekifawe fail to maintain adequate disclosure colstand procedures, current unitholders
potential investors could lose confidence in onaficial reporting, which would harm our businessspects and the trading price of our
common units.

Any reductions in the principal or the earnings tfie investments held in merchandise and perpetuaiectrusts could adversely affect o
revenues and cash flow.

A substantial portion of our revenue is generatethfinvestment returns that we realize from merdisand perpetual care trusts. Due
to the unstable economic conditions over the lastyfears, we have at times experienced declindsifair value of the assets held in these
trusts. Future cash flows could be negatively ing@dd we are forced to liquidate assets that mienpaired positions.

We invest primarily for current income. We rely thre interest and dividends paid by the assetsiinrosts to provide both revenue and
cash flow. Interest income from fixed-income setiesiis particularly susceptible to changes inrggerates and declines in credit worthiness
while dividends from equity securities are susdsetto the issuer’s ability to make such payments.
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Any decline in the interest rate environment orchedit worthiness of our debt issuers or any sosipa or reduction of dividends could
have a material adverse effect on our financiabld@m and results of operations.

In addition, any significant or sustained unrealiievestment losses could result in merchandisasiuaving insufficient funds to cover
our cost of delivering products and services. la fitenario, we would be required to use our operagsh to deliver those products and
perform those services, which could decrease alr agailable for distribution.

Pre-need sales typically generate low or negative clsW in the periods immediately following sales wehicould adversely affect our abili
to make distributions to our unitholders.

When we sell cemetery merchandise and servicespoe-aeed basis, we pay commissions on the salartealespeople and are required
by state law to deposit a portion of the salesgeds into a merchandise trust. In addition, mosuoftustomers finance their pre-need
purchases under installment contracts payableawember of years. Depending on the trusting requéints of the states in which we operate
the applicable sales commission rates and the aneddme down payment, our cash flow from salesustomers through installment contracts
is typically negative until we have paid the sadeneission due on the sale or until we purchasg@tbducts or perform the services and are
permitted to withdraw funds we have deposited ertterchandise trust. To the extent we increasegeed-sales, state trusting requirement
increased or we delay the purchase of the produgisrformance of the services we sell on a prethesis, our cash flow immediately
following pre-need sales may be further reduced,am ability to make distributions to our unithetd could be adversely affected.

The cemetery and funeral home industry continuesh® competitive.

We face competition in all of our markets. Mosbof competitors are independent operations. Olityatn compete successfully
depends on our management’s forward vision, timetponses to changes in the business environmentemeteries and funeral homes’
ability to maintain a good reputation and high pssfional standards as well as offer products awites at competitive prices. We have
historically experienced price competition fromé@pendent cemetery and funeral home operators. #rev@nable to successfully compete, ou
financial condition, results of operations and cfielvs could be materially adversely affected.

Because fixed costs are inherent in our businesslegrease in our revenues can have a disproportiengffect on our cash flow and profit

Our business requires us to incur many of the afstperating and maintaining facilities, land agiipment regardless of the level of
sales in any given period. For example, we mustsadgries, utilities, property taxes and mainteeasasts on our cemetery properties and
funeral homes regardless of the number of intersnenfuneral services we perform. If we cannot dase these costs significantly or rapidly
when we experience declines in sales, declineal@s £an cause our margins, profits and cash fiodetline at a greater rate than the decline
in our revenues.

Our failure to attract and retain qualified salesgpsonnel and management could have an adverse éffecour business and financial
condition.

Our ability to attract and retain a qualified sdl@se and other personnel is an important fact@adhieving future success. Buying
cemetery and funeral home products and servicpecisdly at-need products and services, is verytimal for most customers, so our sales
force must be particularly sensitive to our custsheeeds. We cannot assure you that we will beessful in our efforts to attract and retain ¢
skilled sales force. If we are unable to maintaqualified and productive sales force, our revermag decline, and our cash available for
distribution may decrease.
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Our success also depends upon the services ankiiltggsof our management team. Management estadsdi the “tone at the top” by
which an environment of ethical values, operatitytesand management philosophy is fostered. Thigilibaof our senior management team to
maintain a proper “tone at the top” or the lossarvices of one or more members of senior managemsamell as the inability to attract
qualified managers or other personnel could havairial adverse effect on our business, finamziatlition, and results of operations. We
may not be able to locate or employ on acceptaiag qualified replacements for senior managemekeyemployees if their services were
no longer available. We do not maintain key empéoiyesurance on any of our executive officers.

We may not be able to identify, complete, fund ocsessfully integrate additional cemetery acquisits which could have an adverse effect
on our results of operations.

A primary component of our business strategy igraw through acquisitions of cemeteries and, tesadr extent, funeral homes. We
cannot assure you that we will be able to ideraifg acquire cemeteries on terms favorable to as @li. We may face competition from other
death care companies in making acquisitions. Hisatly, we have funded a significant portion of @aquisitions through borrowings. Our
ability to make acquisitions in the future may taited by our inability to secure adequate finaggirestrictions under our existing or future
debt agreements, competition from third partiea tack of suitable properties. As of December 1,22 we had approximately $28.3 million
of available borrowing capacity under our revisestd facility.

In addition, if we complete acquisitions, we mag@mter various associated risks, including thesipdes inability to integrate an
acquired business into our operations, diversiomafiagement’s attention and unanticipated probtanfiabilities, some or all of which could
have a material adverse effect on our operatiodgiaancial performance. Also, when we acquire demes that do not have an existing pre-
need sales program or a significant amount of pedrproducts and services that have been solcbyehpurchased or performed, the
operation of the cemetery and implementation afeaneed sales program after acquisition may regigrgficant amounts of working capital.
This may make it more difficult for us to make aisifions.

If the trend toward cremation in the United Statesntinues, our revenues may decline which could baan adverse effect on our busine
and financial condition.

We and other death care companies that focus ditibrzal methods of interment face competition frva increasing number of
cremations in the United States. Industry studidgate that the percentage of cremations hasistéacteased and that cremations
represented approximately 41% of the United Std¢ashcare market in 2010. This percentage of ciensais expected to continue to increi
Because the products and services associated witdn@ation, such as niches and urns, produce Imvenues than the products and services
associated with a traditional interment, a contigurend toward cremations may reduce our revenues.

Declines in the number of deaths in our markets caause a decrease in revenu

Declines in the number of deaths could cause ad-sakes of cemetery and funeral home merchandissemices to decline and could
cause a decline in the number of pre-need saléis,dbevhich could decrease revenues. Changes inuhidber of deaths can vary among local
markets and from quarter to quarter, and variatioise number of deaths in our markets or fromrtgudo quarter are not predictable.
However, generally, the number of deaths fluctuatiéls the seasons with more deaths occurring dutiegvinter months primarily resulting
from pneumonia and influenza. These variationsazarse revenues to fluctuate.
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We rely significantly on information technology anany failure, inadequacy, interruption or securitapse of that technology, including any
cybersecurity incidents, could harm our ability tiperate our business effectively.

Our ability to manage and maintain our internabrépeffectively and integration of new businesguésitions depends significantly on
our enterprise resource planning system and otii@mnation systems. Some of our information techgglsystems may experience
interruptions, delays or cessations of servicerodpce errors in connection with ongoing systen@émentation work. Cybersecurity attacks
in particular are evolving and include, but are Iimotted to, malicious software, attempts to gamauthorized access to data and other
electronic security breaches that could lead taugisons in systems, misappropriation of our coafitial or otherwise protected information
and corruption of data. The failure of these systémoperate effectively or to integrate with otegstems, or a breach in security or other
unauthorized access of these systems, may alsib ireseduced efficiency of our operations and corgquire significant capital investments to
remediate any such failure, problem or breachpfalthich could adversely affect our business, feiahcondition and results of operations.

The financial condition of third-party insurance ampanies that fund our pre-need funeral contracts gnanpact our financial condition,
results of operations, or cash flows.

Where permitted, customers may arrange their pee-figneral contract by purchasing a life insuramcannuity policy from third-party
insurance companies. The customer/policy holdegasshe policy benefits to our funeral home to fimthe pre-need funeral contract at the
time of need. If the financial condition of therthiparty insurance companies were to deterioratenady because of market conditions or
otherwise, there could be an adverse effect orability to collect all or part of the proceeds bétlife insurance policy, including the annual
increase in the death benefit. Failure to collechsgproceeds could have a material adverse effectiofinancial condition, results of
operations, or cash flows.

Regulatory and Legal Risks

Our operations are subject to regulation, supamiand licensing under numerous federal, statdaoad laws, ordinances and
regulations, including extensive regulations conirgy trusts/escrows, pre-need sales, cemetery awipefuneral home ownership, marketing
practices, crematories, environmental matters amidws other aspects of our business.

If state laws or interpretations of existing stak@ws change or if new laws are enacted, we maydmgired to increase trust/escrow depo:s
or to alter the timing of withdrawals from trustsgéerows, which may have a negative impact on ourerves and cash flow.

We are required by most state laws to deposit pdgiercentages of the proceeds from our pre-aeddatneed sales of interment rig|
into perpetual care trusts and generally proceexs dur pre-need sales of cemetery and funeral hpoducts and services into merchandise
trusts/escrows. These laws also determine wherrevallawed to withdraw funds from those trusts/ess. If those laws or the interpretations
of those laws change or if new laws are enactednese be required to deposit more of the sales pdxeve receive from our sales into the
trusts/escrows or to defer withdrawals from thetsiescrows, thereby decreasing our cash flow wetiire permitted to withdraw the depos
amounts. This could also reduce our cash avaifableistribution.

If state laws or their interpretations change, oew laws are enacted relating to the ownership offeteries and funeral homes, ol
business, financial condition and results of opeiats could be adversely affected.

Some states require cemeteries to be organizéx indnprofit form but permit those nonprofit emtitito contract with for-profit
companies for management services. If state laasgdor new laws are enacted that
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prohibit us from managing cemeteries in those stalken our business, financial condition and tssafloperations could be adversely affec
Some state laws restrict ownership of funeral hotodisensed funeral directors. If state laws cleangnew laws are enacted that prohibit us
from managing funeral homes in those instances, dhie business, financial condition and resultspdrations could be adversely affected.

We are subject to legal restrictions on our markwgipractices that could reduce the volume of outesawhich could have an adverse effect
on our business, operations and financial condition

The enactment or amendment of legislation or reguia relating to marketing activities may makmitre difficult for us to sell our
products and services. For example, the federahtdaall” legislation has adversely affected obitity to market our products and services
using telephone solicitation by limiting who we m@all and increasing our costs of compliance. Assalt, we rely heavily on direct mail
marketing and telephone follow-up with existing tamts. Additional laws or regulations limiting cavility to market through direct mail, over
the telephone, through Internet and e-mail advegier door-todoor may make it difficult to identify potential sitomers, which could increa
our costs of marketing. Both increases in marketiogts and restrictions on our ability to markéeetively could reduce our revenues and
could have an adverse effect on our business, tipesaand financial condition, as well as our @pito make cash distributions to you.

We are subject to environmental and health and ggflaws and regulations that may adversely affeat operating results.

Our cemetery and funeral home operations are sulgjeximerous federal, state and local environmemic health and safety laws and
regulations. We may become subject to liabilitytfos removal of hazardous substances and solicewaster CERCLA and other federal and
state laws. Under CERCLA and similar state laws;tsjoint and several liability may be imposed\arious parties, regardless of fault or the
legality of the original disposal activity. Our feral home, cemetery and crematory operations iedioel use of some materials that may meef
the definition of “hazardous substancesiier CERCLA or state laws and thus may give nd@bility if released to the environment throua
spill or release. We cannot assure you that wenaillface liability under CERCLA or state laws &ty environmental conditions at our
facilities, and we cannot assure you that thegdlitias will not be material. Our cemetery and éual home operations are subject to regulatio
of underground and above ground storage tanksaamsirhanaging the disposal of solid waste. If neyuirements under local, state or federal
laws were to be adopted, and were more stringant élxisting requirements, new permits or capitpeexlitures may be required.

Our funeral home operations are generally subgefgderal and state laws and regulations regattii@glisposal of medical waste, and
are also subject to regulation by federal, stateeal authorities under the EPCRA. We are requing@PCRA to maintain, and report, to the
regulatory authorities, if applicable thresholds aret, a list of any hazardous chemicals and exisehazardous substances, which are storec
or used at our facilities.

Our crematory operations may be subject to reguiainder the federal Clean Air Act and any analgggiate laws. If new regulations
applicable to our crematory operations were todmpted, they could require permits or capital exlitemes that could increase our costs of
operation and compliance.
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Risk Factors Related to an Investment in Us

Our general partner and its affiliates have conftiof interest and limited fiduciary duties, whiahay permit them to favor their own
interests to your detriment.

CFSI LLC owns all of the Class A units of our geaiqrartner. Conflicts of interest may arise betw€&s| LLC and its affiliates,
including our general partner, on the one hand,usnaind our unitholders, on the other hand. Asaltref these conflicts, our general partner
may favor its own interests and the interestsséffiliates over the interests of the unithold@isese conflicts include, among others, the
following situations:

» The board of directors of our general partnerésteld by the owners of our general partner. Altlhoolgr general partner has a
fiduciary duty to manage us in good faith, the clioes of our general partner also have a fiduaifuty to manage our general
partner in a manner beneficial to the owners ofganeral partner. By purchasing common units, ofdérs will be deemed to ha
consented to some actions and conflicts of intehegtmight otherwise constitute a breach of fidugior other duties under
applicable law

» Our partnership agreement limits the liability eir @eneral partner, reduces its fiduciary duties r@stricts the remedies available
to unitholders for actions that might, without thmitations, constitute breaches of fiduciary du

» Our general partner determines the amount anddimfimsset purchases and sales, capital expersjitmarowings, issuances of
additional limited partner interests and resereash of which can affect the amount of cash thdisisibuted to unitholder:

« Our partnership agreement does not restrict ouergépartner from causing us to pay it or its &ffés for any services rendered to
us or entering into additional contractual arrangets with any of these entities on our bef

e Our general partner controls the enforcement dfjabbns owed to us by our general partner andffiates.

« In some instances, our general partner may causehmrow funds or sell assets outside of thenandi course of business in order
to permit the payment of distributions, even if fugpose or effect of the borrowing is to makeréhistions in respect of incentive
distribution rights

Holders of our common units have limited voting hits and are not entitled to elect our general pagtror its directors, which could reduc
the price at which the common units will trade.

Unitholders have only limited voting rights on neat affecting our business and, therefore, liméeiity to influence management’s
decisions regarding our business. Unitholders didselect our general partner or elect the boadirettors of our general partner and will
have no right to select our general partner ontéigboard of directors in the future. We are memjuired to have a majority of independent
directors on our board. The board of directorswfgeneral partner, including the independent tlirsg is chosen entirely by the owners of ou
general partner and not our unitholders. As a teduhese limitations, the price at which the coomunits will trade could be diminished
because of the absence or reduction of a takeogaripm in the trading price.

Our partnership agreement restricts the voting righof unitholders owning 20% or more of our commainits.

Unitholders’ voting rights are further restricteg the partnership agreement provision providing &my units held by a person that owns
20% or more of any class of units then outstanditiger than the general partner, its affiliatesjrtiransferees and persons who acquired suc
units with the prior approval of the board of dias of our general partner, cannot be voted onnaatger. In addition, the partnership
agreement contains provisions limiting the abitifyunitholders to call meetings or to acquire imfation about our operations, as well as othe
provisions limiting the unitholders’ ability to ilfence the manner or direction of management.
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Our general partner can transfer its ownership imgsst in us without unitholder consent under certagircumstances, and the control of our
general partner may be transferred to a third pastgthout unitholder consent

Our general partner may transfer its general panterest to a third party in a merger or in agalall or substantially all of its assets
without the consent of the unitholders. Furthermtrere is no restriction in the partnership agresinon the ability of the owners of our
general partner to transfer their ownership inteirethe general partner to a third party. The mewmer of our general partner would then be in
a position to replace the board of directors affiders of the general partner with its own choiaad thereby influence the decisions taken by
the board of directors and officers.

We may issue additional common units without youyspoval, which would dilute your existing ownershipterests.
We may issue an unlimited number of limited paringrests of any type without the approval of ginéholders.

The issuance of additional common units or otheitggecurities of equal or senior rank will hate following effects:
e your proportionate ownership interest in us wiltd=ase
» the amount of cash available for distribution ooheanit may decreas
» the relative voting strength of each previouslystanding unit may be diminishe
» the market price of the common units may declimet
» the ratio of taxable income to distributions magréase

Cost reimbursements due our general partner mayshestantial and will reduce the cash available foistribution to you.

Prior to making any distribution on the common sjite will reimburse our general partner and ifsiaties, including CFSI LLC and tF
officers and directors of our general partner dibexpenses they incur on our behalf. The reimdment of expenses could adversely affect
ability to pay cash distributions to you. Our geigrartner determines the amount of these expelmsaddition, our general partner and its
affiliates may provide us with other services fdrigh we will be charged fees as determined by emegal partner.

In establishing cash reserves, our general partmeay reduce the amount of available cash for distriton to you.

Subject to the limitations on restricted paymemtstained in the indenture governing the 10.25% @dxotes due 2017 and other
indebtedness, the master partnership distributed alr “available cash” each quarter to its lietitpartners and general partner. “Available
cash” is defined in the master partnership’s pastnip agreement, and it generally means, for eigchlfquarter, all cash and cash equivalents
on hand on the date of determination for that quaess the amount of cash reserves establisttbd discretion of the general partner to:

» provide for the proper conduct of our busine
» comply with applicable law, the terms of any of debt instruments or other agreement:
» provide funds for distributions to its unitholdensd general partner for any one or more of the feextcalendar quarter

These reserves will affect the amount of cash alblfor distribution to you.
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Our general partner has a limited call right that ay require you to sell your common units at an ursitable time or price.

If, at any time, our general partner and its afféis own more than 80% of the common units, oueigdpartner will have the right, but
not the obligation, which it may assign to anytefaffiliates or to us, to acquire all, but notsléisan all, of the remaining common units held by
unaffiliated persons at a price not less than tiein-current market price. As a result, you maydugiired to sell your common units at an
undesirable time or price and may not receive atyrn on your investment. You may also incur alighility upon the sale of your common
units.

You may be required to repay distributions that ybave received from us.

Under certain circumstances, unitholders may havepay amounts wrongfully returned or distributedthem. Under Section 17-607 of
the Delaware Revised Uniform Limited Partnership, A may not make a distribution to you if thetdimition would cause our liabilities to
exceed the fair value of our assets. Delaware i@awiges that for a period of three years from tatedf the impermissible distribution, limited
partners who received the distribution and who kaethe time of the distribution that it violate@lBware law will be liable to the limited
partnership for the distribution amount. Assignels become substituted limited partners are lifdniehe obligations of the assignor to make
contributions to the partnership. However, assigrage not liable for obligations unknown to theigrsse at the time the assignee became a
limited partner if the liabilities could not be detnined from the partnership agreement. Liabiliteepartners on account of their partnership
interest and liabilities that are non-recoursehtopgartnership are not counted for purposes ofm@ieng whether a distribution is permitted.

Tax Risks to Common Unitholders

Our tax treatment depends on our status as a parsihép for federal income tax purposes, as well ag oot being subject to a material
amount of additional entity-level taxation by inddual states. If the IRS treats us as a corporatitor federal tax purposes or we become
subject to additional entit-level taxation for state tax purposes, it woulddrece the amount of cash available for distributiaa you. We are
currently under audit by the IRS and the scope bétfederal income tax audit includes an audit of ostatus as a partnership for federal
income tax purposes.

The anticipated after-tax economic benefit of aregtiment in our common units depends largely orbeing treated as a partnership for
federal income tax purposes. Despite the factwiesare a limited partnership under Delaware lavg, jitossible in certain circumstances for a
partnership such as ours to be treated as a ctigofar federal income tax purposes. Although wendt believe based upon our current
operations that we are so treated, if our viemd®irect or if there is a change in our business (©hange in current law) we could be treate
a corporation for federal income tax purposes betise subject us to taxation as an entity. TH&ilRcurrently auditing our federal income
tax return for the year ended December 31, 2016.sEbpe of this federal income tax audit includeawdit of our qualifying income. In order
to be treated as a partnership for federal incameurposes, at least 90% of our gross income bmugualifying income. An IRS formal noti
of commencement of the audit will be provided t@thwiders if the audit is not concluded on or befarch 30, 2013. IRS procedures require
that we forward the notice no later than April 2013 to specific unitholders (generally unitholderth less than a 1% profits interest in us)
that held units during our taxable year ended Déezril, 2010 , and the IRS will provide notice Hather unitholders that held units during
our taxable year ended December 31, 2010.

If we were treated as a corporation for federabine tax purposes for any taxable year for whichsthtute of limitations remains open,
including the tax year currently under audit, arday future taxable year, we would pay federabine tax on our taxable income for such yea
(s) at the corporate tax rate, which is currentigaximum of 35%, and would likely pay state incaiave at varying rates. Distributions to you
would generally be taxed again as corporate digiohs, and no income, gains, losses or deductiangd flow through to you. Because a tax
would be imposed upon us as a corporation, inctutimes with respect to prior periods, our caslilaa for distribution to you would be
substantially reduced. Therefore, treatment ofsua eorporation
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would result in a material reduction in the antatgdl cash flow and after-tax return to the uniteddlikely causing a substantial reduction in
the value of our common units. Moreover, treatnténts as a corporation could materially and advgs#ect our ability to make payment on
our debt.

In connection with each public offering of our communits, including our initial public offering, tide counsel reviewed the various
categories of our gross income and opined that addwbe classified as a partnership for federabine tax purposes. We are fully coopera
with the IRS in the audit process. Although no aasce can be given, we do not anticipate any chamger status as a partnership for federal
income tax purposes or any change in prior peaadtile income.

Current law may change so as to cause us to ltedraa a corporation for federal income tax purpasetherwise subject us to entity-
level taxation. For example, members of Congress hecently considered substantive changes toxilsérey federal income tax laws that
would affect the tax treatment of certain publitlded partnerships. In addition, because of widegpstate budget deficits and other reasons
several states are evaluating ways to subjectegrahips to entity-level taxation through the impiosi of state income, franchise and other
forms of taxation. If any of these states weranpase a tax on us, the cash available for distahub you would be reduced. We are unable t
predict whether any of these changes, or othergsalp, will ultimately be enacted. Any such changmsdd negatively impact the value of an
investment in our units.

Our partnership agreement provides that if a laenicted or existing law is modified or interpreited manner that subjects us to
taxation as a corporation or otherwise subject® @ntitylevel taxation for federal, state or local incorar purposes, distribution amounts \
be adjusted to reflect the impact of that law on us

The tax treatment of publicly traded partnerships an investment in our units could be subject totpatial legislative, judicial or
administrative changes or differing interpretationpossibly applied on a retroactive basis.

Current law may change to cause us to be treataccagporation for U.S. federal income tax purpagestherwise subjecting us to entity-
level taxation. Specifically, the present U.S. fadiéncome tax treatment of publicly traded parshgrs, including us, or an investment in our
common units may be modified by administrativejdksgive or judicial changes or differing interpagbns at any time. For example, from time
to time, members of Congress propose and congithstantive changes to the existing U.S. federarretax laws that affect publicly traded
partnerships. We are unable to predict whetheroditlyese changes or other proposals will be reituited or will ultimately be enacted. Any
such changes could negatively impact the valuaafiaestment in our common units. Any modificatiorlJ.S. federal income tax laws may
applied retroactively and could make it more difftcr impossible for us to meet the qualifyingante requirement to be treated as a
partnership for U.S. federal income tax purposes.

We have subsidiaries that will be treated as cogtans for federal income tax purposes and subjertorporate-level income taxes.

Some of our operations are conducted through siabigid that are organized as C corporations. Adaghyg, these corporate subsidiaries
are subject to corporate-level tax, which redubescash available for distribution to our partngrstnd, in turn, to you. If the IRS were to
successfully assert that these corporations have tar liability than we anticipate or legislatismas enacted that increased the corporate tax
rate, the cash available for distribution couldimher reduced.

Audit adjustments to the taxable income of our corpte subsidiaries for prior taxable years may rexduthe net operating los
carryforwards of such subsidiaries and thereby ieese their tax liabilities for future taxable perits.

Our business was conducted by an affiliated grdugiporations during periods prior to the compmetof our initial public offering and,
since the initial public offering, continues to &@nducted in part by corporate
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subsidiaries. The amount of cash distributions egeive from our corporate subsidiaries over the sexeral years will depend in part upon
amount of net operating losses available to thabsidiaries to reduce the amount of income sultjefstderal income tax they would otherw
pay. These net operating losses will begin to eir2019. The amount of net operating losses @blailto reduce the income tax liability of
our corporate subsidiaries in future taxable yeargd be reduced as a result of audit adjustmeittsraspect to prior taxable years.
Notwithstanding any limited indemnification right& may have, any increase in the tax liabilitieswf corporate subsidiaries because
reduction in net operating losses will reduce ashcavailable for distribution.

Changes in the ownership of our units may resultéamnual limitations on our corporate subsidiariegbility to use their net operating loss
carryforwards, which could increase their tax lidities and decrease cash available for distributionfuture taxable periods.

Our corporate subsidiaries’ ability to use their ygerating loss carryforwards may be limited i&oges in the ownership of our units
causes our corporate subsidiaries to undergo anémhip change” under applicable provisions ofithernal Revenue Code. In general, an
ownership change will occur if the percentage ofunits, based on the value of the units, owneddstain unitholders or groups of unithold
increases by more than fifty percentage pointsnguai running three-year period. Recent changesrimwnership, may result in anwnershig
change.” A future ownership change may result fresmances of our units, sales or other dispositidmsir units by certain significant
unitholders, certain acquisitions of our units, @sliances, sales or other dispositions or acouisipf interests in significant unitholders, and
we will have little to no control over any such at& To the extent that an annual net operatirgllogtation for any one year does restrict the
ability of our corporate subsidiaries to use tmeit operating loss carryforwards, an increasextiaailities of our corporate subsidiaries could
result, which would reduce the amount of cash aésl for distribution to you.

If the IRS contests the federal income tax posittowe take, the market for our common units may liversely impacted, and the cost of ¢
IRS contest will reduce our cash available for disution to you.

We have not requested a ruling from the IRS witlpeet to our treatment as a partnership for fediecaime tax purposes or any other
matter affecting us. The IRS may adopt positions thiffer from the positions we take. It may be essary to resort to administrative or court
proceedings to sustain some or all of the positiasake. A court may not agree with some or athefpositions we take. Any contest with
IRS may materially and adversely impact the mafdeebur common units and the price at which theglér. In addition, our costs of any con
with the IRS will be borne indirectly by our unitders and our general partner because the codteedilce our cash available for distribution.

You may be required to pay taxes on income fromeusn if you do not receive any cash distributiomsrfi us.

Because you will be treated as a partner to whorwilvallocate taxable income that could be difigrén amount than the cash we
distribute, you may be required to pay any fediex@me taxes and, in some cases, state and l@mahimtaxes on your share of our taxable
income even if you receive no cash distributionsflus. You may not receive cash distributions fimequal to your share of our taxable
income or even equal to the actual tax liabilityuléing from that income.

Tax gain or loss on disposition of our common uniteuld be more or less than expected.

If you sell your common units, you will recognizgain or loss equal to the difference between wonount realized and your tax basi:
those common units. Because distributions in exeégeur allocable share of our total net taxableome decrease your tax basis in your
common units, the amount, if any, of such prioresecdistributions with respect to the units yolsal, in effect, become taxable income to
you if you sell such units at a price greater thaur tax basis in those units, even if the price yeceive is less than your original cc
Furthermore, a substantial portion of the amoualized, whether or not representing gain, may be
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taxed as ordinary income due to potential recaptenes, including depreciation recapture. In additibbecause the amount realized includes &
unitholder’s share of our nonrecourse liabilitiésyou sell your units, you may incur a tax liabjilin excess of the amount of cash you receive
from the sale.

Tax-exempt entities and non- U.S. persons face wadax issues from owning common units that mayuksn adverse tax consequences to
them.

Investment in common units by tax-exempt entitiegh as employee benefit plans individual retirenaeoounts (known as IRAs) and
non-U.S. persons raises issues unigue to themexaonple, virtually all of our income allocated tganizations that are exempt from federal
income tax, including IRAs and other retirementglawill be unrelated business taxable income afide/taxable to them. Distributions to
non-U.S. persons will be reduced by withholdingetaat the highest applicable effective tax ratd,rmom-U.S. persons will be required to file
United States federal tax returns and pay tax ein #hare of our taxable income. If you are a teanept entity or a non-U.S. person, you
should consult your tax advisor before investinguim common units.

We treat each purchaser of common units as havihg same tax benefits without regard to the actuahumon units purchased. The IRS
may challenge this treatment, which could adversaffect the value of the common units.

Due to a number of factors, including our inabitilymatch transferors and transferees of commais,umé take depreciation and
amortization positions that may not conform toaaipects of the existing Treasury Regulations. Aessful IRS challenge to those positions
could adversely affect the amount of tax benefitlable to you. It also could affect the timingtb&se tax benefits or the amount of gain fron
the sale of common units and could have a negatipact on the value of our common units or resuludit adjustments to your tax returns.

We have adopted certain valuation methodologiesttimay result in a shift of income, gain, loss anédliction between the general partner
and the unitholders. The IRS may challenge thisdtenent, which could adversely affect the value bétcommon units.

When we issue additional units or engage in cedtinr transactions, we will determine the fair ketivalue of our assets and allocate
any unrealized gain or loss attributable to ouetsst® the capital accounts of our unitholders @mdgeneral partner. If the IRS challenges our
methodology it may be viewed as understating theevaf our assets. In that case, there may befiaolmcome, gain, loss and deduction
between certain unitholders and the general paniviéch may be unfavorable to such unitholders. &édeer, under our valuation methods,
subsequent purchasers of common units may haveategiportion of their Internal Revenue Code Sact#3(b) adjustment allocated to our
tangible assets and a lesser portion allocatedrtintangible assets. The IRS may challenge owat&in methods, or our allocation of the
Section 743(b) adjustment attributable to our thlegand intangible assets, and allocations of iresayain, loss and deduction between the
general partner and certain of our unitholders.

A successful IRS challenge to these methods ocatilons could adversely affect the amount of tax@idome or loss being allocated to
our unitholders. It also could affect the amoungaiin from our unitholders’ sale of common unitsl @ould have a negative impact on the
value of the common units or result in audit adjwestts to our unitholders’ tax returns without tieaéfit of additional deductions.

The sale or exchange of 50% or more of our capigald profits interests during any twelve month pediavill result in the termination of our
partnership for federal income tax purpose

We will be considered to have terminated our pastmip for federal income tax purposes if there $ake or exchange of 50% or more of
the total interests in our capital and profits with twelve-month period. For
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purposes of determining whether the 50% threshatddeen met, multiple sales of the same interdisbavcounted only once. Our termination
would, among other things, result in the closinguwif taxable year for all unitholders which woudgult in our filing two tax returns for one
fiscal year and could result in a deferral of def@&on deductions allowable in computing our tdgdhcome. In the case of a unitholder
reporting on a taxable year other than a calendar, ¥he closing of our taxable year may resutbhare than twelve months of our taxable
income or loss being includable in his taxable medor the year of termination. Our terminationreatly would not affect our classification

a partnership for federal income tax purposesjrisiéad, we would be treated as a new partnershitaX purposes. If treated as a new
partnership, we must make new tax elections anttidmusubject to penalties if we are unable tordeitee that a termination occurred. The |
has recently announced a relief procedure wheffebypiblicly traded partnership that has technjcediminated requests and the IRS grants
special relief, among other things, the partnershipbe required to provide only a single Schedkild to unitholders for the tax years in wh
the termination occurs.

You will likely be subject to state and local taxasd filing requirements in jurisdictions where yodo not live as a result of an investment in
units.

In addition to federal income taxes, you will likdde subject to other taxes, including state andlltaxes, unincorporated business taxes
and estate, inheritance or intangible taxes tletraposed by the various jurisdictions in whichdeebusiness or own property, even if you do
not live in any of those jurisdictions. You wilkily be required to file state and local incomergbarns and pay state and local income taxes
some or all of these jurisdictions. Further, yowrha subject to penalties for failure to complyhmihose requirements. We own assets or
conduct business in a majority of states and intBlRico. Most of these various jurisdictions cuithg impose, or may in the future impose, an
income tax on individuals, corporations and othdities. As we make acquisitions or expand our fess, we may own assets or do busine
additional states that impose a personal incomdtéxyour responsibility to file all United St federal, state and local tax returns.

A unitholder whose units are the subject of a seitiess loan (e.g., a loan to “short seller” to cover a short sale of units) mdye considered
as having disposed of those units. If so, the umiiter would no longer be treated for tax purposesapartner with respect to those units
during the period of the loan and may recognize gair loss from the disposition.

Because there are no specific rules governing tBe fdderal income tax consequence of loaning ta@eship interest, a unitholder whi
units are the subject of a securities loan maydosidered as having disposed of the loaned unithdt case, you may no longer be treated fo
tax purposes as a partner with respect to thos¢e duiing the period of the loan to the short selted the unitholder may recognize gain or los
from such disposition. Moreover, during the periddhe loan to the short seller, any of our incogedn, loss or deduction with respect to tr
units may not be reportable by the unitholder amgaash distributions received by the unitholdetoathose units could be fully taxable as
ordinary income. Unitholders desiring to assurértstatus as partners and avoid the risk of gatogaition from a loan to a short seller are
urged to modify any applicable brokerage accourg@ments to prohibit their brokers from borrowihgit units.

We prorate our items of income, gain, loss and detilon between transferors and transferees of ouritsreach month based upon the
ownership of our units on the first day of each mitn instead of on the basis of the date a partiauiait is transferred. The IRS may
challenge this treatment, which could change théoalation of items of income, gain, loss and dedactiamong our unitholders.

We prorate our items of income, gain, loss and deolu between transferors and transferees of ois @ach month based upon the
ownership of our units on the first day of each thomstead of on the basis of the date a partiaui# is transferred. Nonetheless, we allocate
certain deductions for depreciation of capital #dds based upon the date the underlying propsnyt in service. The use of this proration
method may not be permitted under existing TreaRagulations. Recently, however, the U.S. TreaBayartment issued proposed Treasury
Regulations that provide a safe harbor pursuantioh publicly traded partnerships may use
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a similar monthly simplifying convention to alloeaiax items among transferor and transferee uwiénsl Nonetheless, the proposed
regulations do not specifically authorize the ukthe proration method we have adopted. If the WeSe to challenge our proration method,
may be required to change the allocation of itefriname, gain, loss and deduction among our ufd#érs. Vinson & Elkins L.L.P. has not
rendered an opinion with respect to whether ourtiigrconvention for allocating taxable income aaddes is permitted by existing Treasury
Regulations.

ltem 1B. Unresolved Staff Comments
None.

Item 2. Properties
Cemeteries and Funeral Homes

The following table summarizes the distributioroof cemetery and funeral properties by state &&cember 31, 2012 as well as the
weighted average estimated remaining sales life@rs for our cemeteries based upon number ofhiaietr spaces sold during 2012:

Number of

Weighted Interment
Funeral Average Spaces Sol

Total Estimated Net

Cemeterie! Homes Net Acres Sales Life in Year: in 2012
Alabama 9 6 30E 232 1,11

Arkansas — 2 — — —
California 7 1C 27C 72 1,031
Colorado 2 — 12 671 21
Delaware 1 — 12 29C 16
Florida 4 11 11¢ 352 14¢
Georgia 7 — 13t 13¢ 87¢

Hawaii 1 — 6 201 —
Illinois 8 2 27¢€ 174 94¢
Indiana 11 5 1,01z 30¢ 1,64¢
lowa 1 — 89 15¢ 202
Kansas 3 2 84 17¢ 264
Kentucky 2 — 59 101 292
Maryland 10 1 71¢€ 16¢ 1,42:
Michigan 13 — 81¢ 54C 1,031
Mississippi 2 1 44 16¢€ 11C
Missouri 6 5 277 48¢€ 36E
New Jerse! 6 — 341 39 1,86¢
North Caroline 16 — 41F 14E 2,46°
Ohio 14 2 95¢ 18C 3,54(
Oregon 7 12 181 41¢ 437
Pennsylvani: 52 8 2,541 447 3,301
Puerto Ricc 7 5 20¢ 66¢& 17¢€
Rhode Islanc 2 — 70 81C 32
South Carolin: 8 3 39t 28¢ 65&
Tennesse 11 5 657 22¢€ 1,774
Virginia 30 2 86¢ 171 2,69¢
Washingtor 3 2 33 55 152
West Virginia 33 2 1,40¢ 404 1,86¢€
Total 27€ 86 12,30¢ 24¢€ 28,44¢
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We calculated estimated remaining sales life fehez our cemeteries by dividing the number of Uth&aterment spaces by the number
of interment spaces sold at that cemetery in thet me@ent year. For purposes of estimating remgisates life, we defined unsold interment
spaces as unsold burial lots and unsold spacegsiing mausoleum crypts as of December 31, 2012 défined interment spaces sold in 201
as:

+ the number of burial lots sold, net of cancellasic
» the number of spaces sold in existing mausoleumtsryet of cancellations; al
» the number of spaces sold in mausoleum cryptaabdtave not yet built, net of cancellatio

We count the sale of a double-depth burial lohassale of two interment spaces since a doublerdmptal lot includes two interment
rights. For the same reason we count an unsoldielaldpth burial lot as two unsold interment spaBesause our sales of cremation niches
were immaterial, we did not include cremation ngirethe calculation of estimated remaining safes When calculating estimated remaining
sales life, we did not take into account any futemetery expansion. In addition, sales of an uallyshigh or low number of interment spaces
in a particular year affect our calculation of egtted remaining sales life. Future sales may diffan previous years’ sales, and actual
remaining sales life may differ from our estimat@& calculated the weighted average estimated rénggsales life by aggregating unsold
interment spaces and interment spaces sold onealstastate or companyide basis. Based on the number of interment spsaldsn 2012, w
estimate that our cemeteries have an aggregatdedigverage remaining sales life of 246 years.

The following table shows the cemetery propertied tve owned or operated as of December 31, 20&@8pgd by estimated remaining
sales life:

0-25 26- 49 50- 10C 101- 15C 151- 20C Over
years years years years years 200 year:

Alabama —
2 — 1 2 4
California 2 1 3 — — 1

Colorado —
— — — — 2

Delaware —
— — — — 1

Florida —
— 1 1 — 2
Georgia 1 — 2 1 — 3

Hawaii —
— — — — 1

lllinois —
1 1 2 — 4

Indiana —
1 — — 2 8

lowa —

— — — 1 —

Kansas —
— 1 1 — 1

Kentucky —

1 — — 1 —

Maryland 1 — 2 1 1 5

Michigan —
— 1 1 1 10

Mississippi —
— — — 1 1

Missouri —
— — — 1 5
New Jerse! 2 3 — — — 1

North Caroling —
— 4 2 5 5
Ohio 1 2 — 1 2 8

Oregon —
— 1 — — 6
Pennsylvani: 4 2 3 5 1 37

Puerto Rico —
1 1 — — 5

Rhode Island —
— — — — 2

South Carolina



Tennessee

Virginia
Washingtor
West Virginia
Total

27

|| |
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1 — — 1 6

1 — — 1 9

1 4 4 4 15
— 2 — — —

3 1 1 3 22

20 27 21 27 164
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We believe that we have either satisfactory titlert valid rights to use all of our cemetery prajg=: The 18 cemetery properties that we
manage or operate under lotagm operating agreements have nonprofit ownersb&lleve that these cemeteries have either satisfetitle tc
or valid rights to use these cemetery propertiesthat we have valid rights to use these propeutneter the long-term agreements. Although
title to the cemetery properties is subject to emotances such as liens for taxes, encumbrancesrgepayment obligations, easements,
restrictions and immaterial encumbrances, we ddal¢ve that any of these burdens should materitract from the value of these
properties or from our interest in these properties should these burdens materially interferdwie use of our cemetery properties in the
operation of our business as described above. Maoyr cemetery properties are located in zonewnsgand we believe that cemetery use is
permitted for those cemeteries either (1) as espregermitted under applicable zoning ordinanc2ktlfrough a special exception to applice
zoning designations; or (3) as an existing non-aoning use.

Other

Our home office is located in a 37,000 square lisated space in Levittown, Pennsylvania. The lbasea term expiring in 2020, and we
consider the space to be adequate for our presdrargticipated future requirements. We are alsartesnunder various leases covering office
spaces other than our corporate headquarters.

In addition, we own a 13,500-square-foot plant utl®& County, Pennsylvania, where we manufactur@buaults used in our cemetery
operations, and we own a 4,800-square-foot buildingarion, Virginia, which is no longer being usiedour business.

Item 3. Legal Proceedings

We, and certain of our subsidiaries, are partidedal proceedings that have arisen in the ordinanyse of business. We do not expect
these matters to have a material effect on oulteestioperations, financial condition or cash flewVe carry insurance with coverage and
coverage limits that we believe to be customartphéfuneral home and cemetery industries. Althaihghe can be no assurance that such
insurance will be sufficient to protect us aga@lstontingencies, we believe that our insuranceqation is reasonable in view of the nature
and scope of our operations.

Item 4. Mine Safety Disclosures
None.
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PART Il
Item 5. Market for the Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Market Information

Our common units were listed on the NASDAQ Globelest Market (“Nasdaq”) until December 23, 2011 wlar units began listing
on the New York Stock Exchange (“NYSE”"). Our urate listed under the symbol “STON". As of Marci2013, there were 19,732,579
common units outstanding, representing a 98.0%dupartner interest in us. As of February 20, 2@1&re were 31,231 beneficial holders
and 59 unitholders of record. The following taldéssforth the high and low sale prices of our commnits for the periods indicated, based on
the daily composite listing of common unit trangas for the Nasdaq and NYSE, as applicable.

Price range _De_clar_ed

Distributions
Quarter ended High Low 1)
March 31, 2011 $33.51 $24.5¢ $ 0.585(
June 30, 201 $28.3( $23.1( $ 0.585(
September 30, 201 $29.5( $25.5¢ $ 0.585(
December 31, 201 $29.3:2 $20.5¢ $ 0.585(
March 31, 201: $26.6¢ $22.0i $ 0.585(
June 30, 201 $26.7( $23.91 $ 0.585(
September 30, 201 $28.6¢ $20.6: $ 0.590(
December 31, 201 $24.51 $20.1( $ 0.590(

(1) Distributions were declared and paid within 45 daf/the close of each quart:

Cash Distribution Policy

Quarterly Distributions of Available Cash
General

Within 45 days after the end of each quarter, wikdistribute all of our available cash to unithetd of record on the applicable record
date.

Available cash for any quarter consists of cashamd at the end of that quarter, plus cash on frandworking capital borrowings mau
after the end of the quarter but before the datetérmination of available cash for the quaressicash reserves. Cash and other investment
held in merchandise trusts and perpetual carestaustnot treated as available cash until theglistebuted to us.

General Partner Interest and Incentive Distribution Rights

Our general partner is entitled to 2% of all dmitions that we make prior to our liquidation. @eneral partner has the right, but not the
obligation, to contribute a proportionate amountapital to us to maintain its 2% general partnégriest. The general partner’s 2% interest in
these distributions may be reduced if we issuetiahdil units in the future and our general parth@gs not contribute a proportionate amoul
capital to us to maintain its 2% general partnesrist.

Our general partner also currently holds incendiistribution rights that entitle it to receive ieasing percentages, up to a maximum of
50%, of the cash we distribute from operating augh excess of $0.5125 per unit. The maximumitistion of 50% includes distributions
paid to the general partner on its 2% general paitriierest but does not include any distributitiveg the general partner may receive on units
that it owns.
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Unreqistered Sale of Securities

Our general partner entered into a Non-Competitigreement dated as of June 21, 2010 with RonaRbBertson, pursuant to which
Mr. Robertson agreed not to compete with the gépargner and the companies under its management@mtrol. Pursuant to the Non-
Competition Agreement, we issued 9,853 common wmitthe closing date of the transaction and we wbligated to issue additional comn
units which were initially valued at a fair valuE®D.5 million based on a unit price of $20.30 ptiwthe date of acquisition. As a result, we
issued 9,853 units in June of 2012 and 2011, andrev@lso obligated to issue an additional 4,92t um June of 2013.

In connection with and as partial considerationdioe of our second quarter 2012 acquisitions, sgeid 13,720 unregistered common
units representing limited partnership interestssivalued at approximately $0.35 million pursuarthe terms of the purchase agreement. In
connection with and as partial consideration foe ofiour third quarter 2012 acquisitions, we issti28,299 unregistered common units
representing limited partnership interests in usegat approximately $3.5 million pursuant to thems of the purchase agreement. In
connection with and as partial consideration farfourth quarter 2012 acquisition, we issued 28,88 gistered common units representing
limited partnership interests in us valued at apipnately $0.65 million pursuant to the terms of fhechase agreement.

See Note 14 to the consolidated financial statesneactuded in Part 1l of this Annual Report on FotK for a description of these
acquisitions.

We offered and issued the foregoing common unitgliance upon the exemption from registration aorgd in Section 4(2) of the
Securities Act of 1933, as amended, and Regul&ipromulgated thereunder. We relied on this exesnpfiom registration based in part on
representations made by the investors.

Operating Surplus and Capital Surplus
General

All cash distributed to unitholders is charactedizs either “operating surplus” or “capital surpli&e distribute available cash from
operating surplus differently than available casimf capital surplus. We treat all available cagtriiuted as coming from operating surplus
until the sum of all available cash distributedcsinve began operations equals the operating susplothe most recent date of determination
of available cash. We will treat any amount disttéul in excess of operating surplus, regardlegs sburce, as capital surplus.

Operating Surplus
Operating surplus consists of:
» our cash balance on September 20, 2004;
»  $5.0 million (as described below); pl
» cash receipts from our operations, including cashdsawn from merchandise and perpetual care trpsis

» working capital borrowings made after the end gtiarter but before the date of determination ofafieg surplus for that quarter;
less

e operating expenditures, including cash depositedaerchandise and perpetual care trusts, mainterzapi&l expenditures and the
repayment of working capital borrowings; ¢

« the amount of cash reserves for future operatipgeditures and maintenance capital expenditi

As reflected above, operating surplus includes $lllon in addition to our cash balance on Septentt), 2004, cash receipts from our
operations and cash from working capital borrowiriggs amount does not reflect
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actual cash on hand that is available for distidvuto our unitholders. Rather, it is a provisibattwill enable us, if we choose, to distribute as
operating surplus up to $5.0 million of cash weeree in the future from non-operating sources, aghsset sales outside the ordinary course
of business, sales of our equity and debt secsiritied long-term borrowings, that would otherwiseltstributed as capital surplus.

As described above, operating surplus is reducatidogmount of our maintenance capital expenditbuésiot our expansion capital
expenditures. For our purposes, maintenance capitenditures are those capital expenditures redjtiér maintain, over the long term, the
operating capacity of our capital assets, and esiparcapital expenditures are those capital experedi that increase, over the long term, the
operating capacity of our capital assets.

Examples of maintenance capital expenditures irctasbts to build roads and install sprinkler system our cemetery properties and
purchases of equipment for those purposes andogt imstances, costs to develop new areas of ouetegies. Examples of expansion capital
expenditures include costs to identify and compdeiguisitions of new cemeteries and funeral homes@construct new funeral homes. C«
to construct mausoleum crypts and lawn crypts neagdmsidered to be a combination of maintenanciat@xpenditures and expansion
capital expenditures. Our general partner, withciirecurrence of its conflicts committee, may alteazapital expenditures between
maintenance capital expenditures and expansiotat@pipenditures and may determine the period sich maintenance capital expenditt
will be subtracted from operating surplus.

As described above, operating surplus is reducatidopmount of our operating expenditures. Oumgaship agreement specifically
excludes certain items from the definition of opi@gexpenditures, such as cash expenditures neagequisitions or capital improvements,
including, without limitation, all cash expenditsravhether or not expensed or capitalized for taxcoounting purposes, incurred during the
first four years following an acquisition in orderbring the operating capacity of the acquisitiothe level expected to be achieved in the
projections forming the basis on which our genpeatner approved the acquisition. Examples of s expenditures include certain
maintenance capital expenditures and cash expeeslitoat we believe are necessary to develop thagrd sales programs of businesses or
assets we acquire. Where cash expenditures areimpdd for acquisitions or capital improvementsl én part for other purposes, our general
partner, with the concurrence of our conflicts cattee, will determine the allocation between theoants paid for each and the period over
which cash expenditures made for other purposdde/ubtracted from operating surplus.

Capital Surplus

Capital surplus consists of:
e Borrowings other than working capital borrowin
» sales of our equity and debt securities;

» sales or other dispositions of assets for caslefdttan sales or other dispositions of excess agnptoperty up to an aggregate
amount in any four-quarter period calculated punst@our Partnership Agreement; sales or othgrodisions of inventory,
accounts receivable and other current assets iorthieary course of business; and sales or ottspoditions of assets as a part of
normal retirements or replacemen

The exception for sales of excess cemetery propeeny four-quarter period generally is calculabgdmultiplying $1.0 million by a
fraction, the numerator of which is the number efeteries and funeral homes owned and operated by the last day of the quarter in wh
the sale occurs and the denominator of which is 139
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Distributions of Available Cash from Operating Surplus

The following table illustrates the priority of tidbutions of available cash from operating surfglesnveen the unitholders and our gen
partner. The amounts set forth in the table inctiamn titled “Marginal Percentage Interest in Disitions” are the percentage interests of ou
general partner and the unitholders in any availabkh from operating surplus we distribute umbiacluding the corresponding amount in
the column titled “Total Quarterly Distribution Tgeagt Amount per Common Unit,” until the availableskhdrom operating surplus that we
distribute reaches the next target distributioreleif any. The percentage interests shown forgauneral partner include its 2% general partner
interest and assume the general partner has catettilany additional capital required to maintasn2io general partner interest and has not
transferred the incentive distribution rights.

Marginal Percentage Interest

Total Quarterly Distribution in Distributions
Target Amount per Common General
Common Unit Unitholders Partner
First Target Distribution up to $0.512¢ 98% 2%
Second Target Distributic Above $0.5125 to $0.58 85% 15%
Third Target Distributior Above $0.5875 to $0.71. 75% 25%
Thereaftel Above $0.712¢ 5C% 50%

Distributions of Available Cash from Capital Surplus

We do not currently expect to make any distribigiohavailable cash from capital surplus. Howetethe extent that we make any
distributions of available cash from capital suspltney will be made in the following manner:

» first, 98% to common unitholders, pro rata, and 2% togaumeral partner, until we have distributed for ea@fmmon unit an amou
of available cash from capital surplus equal toitiittal public offering price

e secong, 98% to the common unitholders, pro rata, and @%ur general partner; a
« thereafterwe will make all distributions of available casbrn capital surplus as if they were from operatinghis.
The partnership agreement treats a distributiazapftal surplus as the repayment of the initiat price from the initial public offering,
which is a return of capital. The initial publicfefing price less any distributions of capital ugpper unit is referred to as the “unrecovered

initial unit price.” Each time a distribution of jgigal surplus is made, the target distribution lsweill be reduced in the same proportion as the
corresponding reduction in the unrecovered initit price.

If we distribute capital surplus on a unit in ancmt equal to the initial unit price and have palicarrearages on the common units, the
target distribution levels will be reduced to zebmce the target distribution levels are reducezkto, all subsequent distributions will be from
operating surplus, with 50% being paid to the hiddd units and 50% to our general partner.

Adjustment of Target Distribution Levels

In addition to adjusting the target distributiondés to reflect a distribution of capital surplifsye combine our units into fewer units or
subdivide our units into a greater number of units,will proportionately adjust:

» the target distribution level
e the unrecovered initial unit pric
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For example, if a two-for-one split of the commaritsi should occur, the target distribution leveisl the unrecovered initial unit price
would each be reduced to 50% of its initial leW#e will not make any adjustment by reason of tBeasice of additional units for cash or

property.

In addition, if legislation is enacted or if exiggilaw is modified or interpreted in a manner teises us to become taxable as a
corporation or otherwise subject to taxation asmtity for federal, state or local income tax pugs, we will reduce the target distribution
levels for each quarter by multiplying each disitibn level by a fraction, the numerator of whistavailable cash for that quarter and the
denominator of which is the sum of available castttiat quarter plus our general partner’s estirataur aggregate liability for the income
taxes payable by reason of that legislation orprédation. To the extent that the actual tax ligbdiffers from the estimated tax liability for
any quarter, the difference will be accounted fosuibsequent quarters.

Distributions of Cash Upon Liquidation

If we dissolve in accordance with the partnersliggeament, we will sell or otherwise dispose of assets in a process called liquidation.
We will first apply the proceeds of liquidationttte payment of our creditors. We will distributeyaemaining proceeds to the unitholders and
our general partner, in accordance with their rehpe capital account balances, as adjusted teatediny taxable gain or loss upon the sale or
other disposition of our assets in liquidation.

The allocations of taxable gain upon liquidatioa eatended, to the extent possible, to allow thedrs of common units to receive
proceeds equal to their unrecovered initial uritgfor the quarter during which liquidation occpr#or to any allocation of gain to the
common units. There may not be sufficient taxalali@ gipon our liquidation to enable the holdersahmon units to fully recover all of these
amounts. Any additional taxable gain will be allmchin a manner intended to allow our general gatim receive proceeds in respect of its
incentive distribution rights.

If there are losses upon liquidation, they wilsfibe allocated to the general partner and thémetcommon units and the general partner
interest until the capital accounts of the commoitsthave been reduced to zero. Any remainingwode allocated to the general partner
interest.

Equity Compensation Plan Information

See the equity compensation plan table set forBain IIl, Item 12 “Security Ownership of Certaierficial Owners and Management
and Related Stockholder Matters.”
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ltem 6. Selected Financial Date

The following tables present selected financial apdrating data of the Company for the periodsandf the dates indicated derived
from our audited consolidated financial statemenie following tables should be read in conjunctigth “Management’s Discussion and
Analysis of Financial Condition and Results of CGytiems”and our audited historical consolidated finandateaments and accompanying nc
thereto set forth in this Annual Report on FormKLG@=urther, data for the 2011 and 2010 years har becast to retrospectively reflect
adjustments made to our initial assessment of ¢headues of assets and liabilities acquired iruéstions.

Table 1: Operating and net income data

Year ended December 31
2012 2011 2010 2009 2008
(in thousands, except for unit data’

Cemetery revenue

Merchandise $114,02! $108,08t¢ $ 94,89¢ $ 87,83¢ $ 90,96¢

Services 46,09« 46,99¢ 40,95 36,94° 36,89«

Investment and oth 46,80¢ 42,90 35,897 33,05¢ 31,62
Funeral home revenu

Merchandise 15,55! 12,81( 10,43t 9,701 9,24¢

Services 20,12¢ 17,59¢ 15,11: 13,66¢ 14,71«
Total revenue 242,60t 228,38t 197,29. 181,20: 183,44
Cost of goods sold (exclusive of depreciation sheeparately below

Perpetual car 5,71¢ 5,72i 5,094 4,727 4,32¢

Merchandise 22,38¢ 20,38¢ 18,43t 17,067 18,55¢
Cemetery expens 55,41( 57,14¢ 48,78¢ 41,24¢ 41,65!:
Selling expens 46,87¢ 45,29 38,24¢ 34,12: 34,80¢
General and administrative expel 28,92¢ 29,54« 24,59 22,49¢ 21,37:
Overhead (including unit-based compensation of $828012, $773 ir

2011, $711 in 2010, $1,576 in 2009 and $2,262 8201) 28,16¢ 23,76¢ 24,37¢ 22,37( 21,29!

Depreciation and amortizatic 9,431 8,53¢ 8,84¢ 6,52¢ 5,02¢
Funeral home expen:

Merchandise 5,20( 4,47: 4,001 3,71¢ 3,68¢

Services 14,57+ 11,717 9,752 9,27t 9,07:

Other 8,951 7,364 6,18¢ 6,01¢ 6,30¢
Acquisition related cost 3,12z 4,60¢< 5,71¢ 1,07z —
Total costs and expens 228,76! 218,55: 194,02! 168,63 166,09¢
Operating profi 13,84! 9,83t 3,267 12,56¢ 17,35(
Gain on sale of funeral hon — 92 — 434 —
Gain on acquisition 122 — 7,152 — —
Gain on termination of operating agreem 1,737 — — — —
Early extinguishment of del — 4,01( — — —
Increase (decrease) in fair value of interest satep — — 4,72¢ (2,687 —
Expenses related to refinancing — 452 — 2,24: —
Interest expens 20,50: 19,19¢ 21,97 14,41( 12,71
Income (loss) before income tax (4,807 (13,739 (6,830 (6,339 4,63¢
Income tax expense (bene!

State 42C (707 (24%) 80¢ 304

Federa (2,210 (3,319 (5,13%) (2,759 (224)
Total income tax expense (bene (1,790 (4,019 (5,389 (1,94%) 80
Net income (loss $ (3,019 $ (9,715 $ (1,44 $ (4,389 $ 4,55¢
Net income (loss) per limited partner unit (basid diluted) $ (0.15) $ (0050 $ (010 $ (03¢) $ 0.3¢

(1) Includes bonuses of $1.8 million in 20:
(2) Represents wri-downs in previously capitalized debt issuance ci
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Table 2: Balance Sheet Data

Year ended December 31

2012 2011 2010 2009 2008
(in thousands)
Cemetery propert $ 309,98( $ 298,93t $ 283,46( $228,04¢ $228,49¢
Total assets (1 1,343,72! 1,248,75 1,145,59: 855,30: 738,24(
Deferred cemetery revenues, net 497,86 441 ,67¢ 386,46 259,32; 193,01°
Total debt 254,94¢ 195,32: 220,39 183,19¢ 160,93:
Total partner' capital $ 135,18 $ 180,27! $ 128,19: $111,93° $119,38¢

(1) Includes the fair value of assets held in the nmemdise and perpetual care trusts. Refer to NofeoliroConsolidated Financial Stateme
for a detailed discussion of the consolidationsute these asset

(2) Represents revenues to be recognized fromefeen§ merchandise and services. Refer to NotedupfConsolidated Financial Statements
for a detailed discussion on the revenue recognitides.

Table 3: Cash Flow and Other Financial Data

Year ended December 31
2012 2011 2010 2009 2008
(in thousands, except unit data

Net cash provided by (used il

Operating activitie! $ 31,89¢ $ 5,46¢ $ 3,10¢ $ 14,72¢ $ 21,14

Investing activities (39,949 (29,18¢) (49,55) (12,180 (17,046

Financing activitie: 3,94( 28,24: 40,50: 3,86: (10,830)
Change in assets and liabilities that provideddusesh:

Merchandise trus (11,806 (23,889 (13,517 (6,137 (459)

Merchandise liability (7,260 (5,669 (2,407) (4,337) (5,36€)
Capital expenditure:

Maintenance capital expenditul 4,87¢ 6,04( 7,87¢ 2,52¢ 4,80¢

Expansion capital expenditures, including acquisg 35,07 23,26¢ 41,327 4,77( 12,231
Distributions declared per common u $ 2.35( $ 2.34( $ 2.25( $ 2.2 $ 2.16(
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Table 4: Operating Data

Year ended December 31

2012 2011 2010 2009 2008
Interments performed 45,12¢ 45,23¢ 41,55¢ 37,78: 38,86:
Cemetery revenues per interment perfori $ 458 $ 4377 $ 4,13 $ 4,17t $ 4,10/
Interment rights sold (1
Lots 26,63¢ 26,40: 24,35 22,63: 22,55;
Mausoleum crypts (including f-construction 2,20¢ 2,51¢ 2,58¢ 2,31¢ 1,881
Niches 98¢ 1,12¢ 1,071 88¢ 864
Net interment rights sold ( 29,82¢ 30,04 28,00¢ 25,84: 25,29
Number of contracts writte 98,297 101,28: 92,66 83,04 80,14«
Aggregate contract amount, in thousands
(excluding interest $251,99¢ $244,92: $221,89' $197,78 $187,09:
Average amount per contract (excluding inter $ 256/ $ 2,41t $ 2,39 $ 2,38 $ 2,33
Number of pr-need contracts writte 48,13: 49,74’ 45,19: 39,04: 35,59¢
Aggregate pr-need contract amount, in thousands (excludingest§ $163,62° $157,41( $143,02 $124,99° $115,02:
Average amount per pre-need contract
(excluding interest $ 340 $ 3,16¢ $ 3,168 $ 3,202 $ 3,231
Number of e-need contracts writte 50,16¢ 51,53« 47,46¢ 44,00( 44,54¢
Aggregate -need contract amount, in thousands (excludingest} $ 88,37 $87,51: $ 78,870 $ 72,79C $ 72,06¢
Average amount per-need contract (excluding intere $ 1,762 $ 169 $ 166: $ 165« $ 1,61¢

(1) Net of cancellations. Sales of doL-depth burial lots are counted as two sé
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

You should read the following discussion of ousficial condition and results of operations in canfion with the consolidated financ
statements and notes thereto included in PartdhfI8” of this Annual Report on Form 10-K. Thoseeasoalso give more detailed information
regarding the basis of presentation for the follgpinformation.

Forward-Looking Statements

Certain statements contained in this Annual Repofform 10-K, including, but not limited to, infoation regarding the status and
progress of our operating activities, the plans anjdctives of our management, assumptions regaulin future performance and plans, and
any financial guidance provided, as well as ceritafiormation in our other filings with the SEC aeldewhere are forward-looking statements.
The words “believe,” “may,” “will,” “estimate,” “catinue, "

anticipate,” “intend,” “project,” “expe¢t “predict” and similar expressions
identify these forward-looking statements. These/éd-looking statements are made subject to cerisks and uncertainties that could cause
actual results to differ materially from those sthor implied, including, but not limited to, thalbwing: uncertainties associated with future
revenue and revenue growth; the effect of the atilereonomic downturn; the impact of our significlverage on our operating plans; our
ability to service our debt and pay distributiotiee decline in the fair value of certain equity alaibt securities held in our trusts; our ability to
attract, train and retain an adequate number e§gaople; uncertainties associated with the volamaetiming of pre-need sales of cemetery
services and products; increased use of crematianges in the death rate; changes in the politicedgulatory environments, including
potential changes in tax accounting and trustidgies; our ability to successfully implement aaségic plan relating to achieving operating
improvements, strong cash flows and further delyiag; our ability to successfully compete in tieenetery and funeral home industry;
uncertainties associated with the integration ticgrated benefits of our recent acquisitions oy frure acquisitions; our ability to complete
and fund additional acquisitions; our ability toimtain effective disclosure controls and proceduared internal control over financial reporti
the effects of cyber security attacks due to ogmigicant reliance on information technology; ure@éties relating to the financial condition of
third-party insurance companies that fund our greenfuneral contracts; and various other unceiggirtssociated with the death care industry
and our operations in particular.

When considering forward-looking statements, yoousth keep in mind the risk factors and other caatiy statements set forth under
Risk Factors in Part I, “Item 1A”. Except as reguiiby federal and state securities laws, we assunobligation to update or revise any
forward-looking statements made herein or any ditrevard-looking statements made by us, whether @sult of new information, future
events or otherwise.

Organization

We were organized on April 2, 2004 to own and ofeetiae cemetery and funeral home business condbgt&€brnerstone and its
subsidiaries. On September 20, 2004, in connegtitmour initial public offering of common unitspeesenting limited partner interests,
Cornerstone contributed to us substantially altéssets, liabilities and businesses, and thewerted into CFSI LLC, a limited liability
company. This transfer represented a reorganizafientities under common control and was recostdustorical cost.

Cornerstone had been founded in 1999 by membearsrahanagement team and a private equity investfitemtn order to acquire a
group of 123 cemetery properties and 4 funeral lsoi8ce that time, Cornerstone, succeeded byassatquired additional cemeteries and
funeral homes, entered into long term cemeteryaipey agreements, built funeral homes, and soldeteries and funeral homes, resulting in
the operation of 276 cemeteries and 86 funeral kaamef December 31, 2012.
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Capitalization

On September 20, 2004, we completed our initialipuffering. Since that time, we have completeditidnal follow-on public offering:
in December 2007, November 2009, September 201Gediary 2011. In addition, in November 2009, aarbf our subsidiaries made a
private offering to eligible purchasers of $150.l0lion aggregate principal amount of senior notas @017.

Overview
Cemetery Operations

We are currently the second largest owner and tgreshcemeteries in the United States. As of Ddoen31, 2012, we operated 276
cemeteries in 27 states and Puerto Rico. We owroRB&se cemeteries, and we operate the remal@nmder management or operating
agreements with the nonprofit cemetery corporattbat own the cemeteries. As a result of the agee¢snother control arrangements and
applicable accounting rules, we have treated Baxfe cemeteries as acquisitions for accountinggses.

We operate 2 cemeteries under long-term operafreeanents that do not qualify as acquisitions émoanting purposes. As a result, we
did not consolidate all of the existing assets latillities related to these cemeteries. We havescobidated the existing assets and liabilities of
each of these cemeteries’ merchandise and pergetieatrusts as variable interest entities sinceandrol and receive the benefits and absorb
any losses from operating these trusts. Under tlo@gseterm operating agreements, which are sulbjecgrtain termination provisions, we are
the exclusive operator of these cemeteries. Wereaanues related to sales of merchandise, sepandsnterment rights and incur expenses
related to such sales and the maintenance and ppkd¢leese cemeteries. Upon termination of theséraots, we will retain all of the benefits
and related contractual obligations incurred frates generated during the contract period. We hbgerecognized the existing merchandise
liabilities assumed as part of these agreements.

We sell cemetery products and services both dinfeof death, which we refer to as at-need, amat po the time of death, which we
refer to as pre-need. During the year ended DeceB1he2012, we performed 45,128 burials and sol8Z®interment rights (net of
cancellations) compared to 45,236 and 30,047 i1 20 41,556 and 28,008 in 2010, respectively. Genpeevenues accounted for
approximately 85.3%, 86.7% and 87.1% during thes/eaded December 31, 2012, 2011 and 2010, regglycti

Our results of operations for our Cemetery Openatiare determined primarily by the volume of saliggroducts and services and the
timing of product delivery and performance of seeg. We derive our cemetery revenues primarily from

» at-need sales of cemetery interment rights, medibarand services, which we recognize as revenes wie have delivered the
related merchandise or performed the sen

» pre-need sales of cemetery interment rights, wivielgenerally recognize as revenues when we halected 10% of the sales
price from the custome

» pre-need sales of cemetery merchandise, which eagnéze as revenues when we satisfy the critegaipd below for delivery of
the merchandise to the custorr

* pre-need sales of cemetery services which we recogsizevenues when we perform the services for ther;

e investment income from assets held in our merclsanlust, which we recognize as revenues when \ikedéhe underlying
merchandise or perform the underlying servicesrandgnize the associated sales revenue as discaissee,

» investment income from perpetual care trusts, ehiofyurealized gains and losses on the sale of assstts, which we recognize as
revenues as the income is earned in the trust

» other items, such as interest income or-need installment contracts and sales of |
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The criteria for recognizing revenue related toghke of cemetery merchandise is that such meritaigd“delivered” to our customer,
which generally means that:

» the merchandise is complete and ready for insiatiaor

» the merchandise is either installed or stored aiffsite location, at no additional cost to usd apecifically identified with a
particular customer; ar

» the risks and rewards of ownership have passdtetoustomel

We generally satisfy these delivery criteria byghasing the merchandise and either installing ib@ncemetery property or storing it, at
the customer’s request, in third-party warehouatsp additional cost to us, until the time of neafith respect to burial vaults, we install the
vaults rather than storing them to satisfy thevéeli criteria. When merchandise is stored for darasr, we may issue a certificate of
ownership to the customer to evidence the tranieftére customer of the risks and rewards of owrnprsh

Pre-need Sales

As previously noted, we do not recognize revenupremeed sales of merchandise and services umfilave delivered the merchandise
or performed the services. Accordingly, deferrecereies from pre-need sales and related merchatndssearnings are reflected as a liability
on our balance sheet in deferred cemetery revenees,

Total deferred cemetery revenues, net, also insldééerred revenues from pre-need sales that vaeeed into by entities we acquired
prior to the time we acquired them. This includethithose entities that we acquired at the timiefformation of Cornerstone and other
subsequent acquisitions. Our profit margin on meehsales entered into by entities we subsequacdlyired is generally less than our profit
margin on other pre-need sales because, in acamadeith industry practice at the time these acqume-need sales were made, none of the
selling expenses were recognized at the time ef sa a result, we are required to recognize ahefexpenses (including deferred selling
expenses) associated with these acquired pre-a¢esivehen we recognize the revenues from that sale.

Pre-need products and services are typically soldnoinstallment basis. Subject to state law, tikes¢racts are normally subject to
“cooling-off” periods, generally between three dhiity days, during which the customer may eleatdacel the contract and receive a full
refund of amounts paid. Also, subject to applicatége law, we are generally permitted to retagmamounts already paid on contracts,
including any amounts that were required to be diégt into trust, on contracts cancelled after‘tomling-off” period. Historical post
“cooling-off” period cancellations total approxinesit 10% of our prereed sales (based on contract dollar amountgje lptoducts and servic
purchased under a pre-need contract are neededdonent before payment has been made in fulleggly the balance due must be
immediately paid in full.

Contracts related to pre-need installment salesisually for a period not to exceed 60 months, wakments of principal and interest
required. Pre-need sales contracts normally coptavisions for both principal and interest. Fargh contracts that do not bear a market rate
of interest, we impute such interest based upoptinee rate plus 150 basis points, which resultea iate of 4.75% during 2012, 2011 and
2010.

We normally offer prepayment incentives to custanenose pre-need contracts are longer than 36 manith bear interest. If those
customers pay their contracts in full in less th@mmonths, we rebate the interest that we haveatell from them. Even though this rebate
policy reduces the amount of interest income weiwecon our accounts receivable, the net effeghigicrease in our immediate cash flow.

In certain cases, pmeeed contracts will be cancelled before they alfg faid. In these circumstances, we are genepahynitted to retai
amounts already paid to us, including any amourgswere required to be
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deposited into trust. In certain other cases, tbdyxts and services purchased under a pre-neé@cbare needed for interment before
payment has been made in full. In these casesrevgemerally entitled to be immediately paid irl fal any amounts still outstanding.

At-need Sales

Revenue on at-need merchandise sales is defertibthertime that such merchandise is delivereck THy between the contract
origination and delivery is normally minimal. At-ea sales of products and services are generallyregtito be paid for in full at the time of
sale. At that time, we will deposit amounts, aslbgrequired, into our perpetual care trusts. Weret required to deposit any amounts from
our at-need sales into merchandise trusts.

Expense:
We analyze and categorize our operating expensed@ss:

1. Cost of goods sold and selling exper

Cost of goods sold reflects the actual cost of pastng products and performing services. Salesmietery lots and interment rights,
whether at-need or pre-need, typically have a last of goods sold than other merchandise thatehe

Selling expenses consist of salesperson and saleagament payroll costs, including selling commissj bonuses and employee
benefits. We self-insure medical expenses of owpleyees up to certain individual and aggregatettimmver which we have stdpss insuranc
coverage. Our self-insurance policy may resultdariability in our future operating expenses. Sellaxpenses also includes other costs of
obtaining product and service sales, such as asivert marketing, postage and telephone.

Direct costs associated with pre-need sales of m¥gnmerchandise and services, such as sales ceiongsand cost of goods sold, are
reflected in the balance sheet in deferred sedimgjobtaining costs and deferred cemetery revenegs,espectively, and are expensed as the
merchandise is delivered or the services are pagdr Indirect costs, such as marketing and adirggteosts, are expensed in the period in
which they are incurred.

2. Cemetery Expenst

Cemetery expenses represent the cost to maintdireair our cemetery properties and consist pilynaf labor and equipment, utilitie
real estate taxes and other maintenance itemsiRe@essary to maintain our cemeteries are egpeasthey are incurred. Other
maintenance costs required over the long term fataia the operating capacity of our cemeterieshsas to build roads and install sprinkler
systems, are capitalized.

3. General and administrative expen

General and administrative expenses, which dormotude corporate overhead, primarily includes pemsbcosts, insurance and other
costs necessary to maintain our cemetery offices.

4. Depreciation and amortizatic

We depreciate our property and equipment on agtirdine basis over their estimated useful lives.
5.  Acquisition related cost

Acquisition related costs, which include legal faesl other third party costs incurred in acquisitielated activities, are expensed as
incurred.
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Funeral Home Operations

As of December 31, 2012, we owned and operatedi@&él homes. These properties are located inesghdtates and Puerto Rico.
Forty-one of our funeral homes are located on toemnps of cemeteries that we own.

We derive revenues at our funeral homes from tleeafduneral home merchandise, including casketsralated funeral merchandise,
and services, including removal and preparatioreofains, the use of our facilities for visitatievgrship and performance of funeral services
and transportation services. We sell these sereigdsnerchandise almost exclusively at the timeeefd utilizing salaried licensed funeral
directors. Funeral home revenues accounted fooappately 14.7%, 13.3% and 12.9% during the yeated December 31, 2012, 2011 and
2010, respectively.

Pursuant to state law, a portion of proceeds receirom pre-need funeral service contracts is ot rust while amounts used to defray
the initial administrative costs are not. All intreent earnings generated by the assets in the(tnetiding realized gains and losses) are
deferred until the associated merchandise is deliver the services are performed. The balancees@tounts in these trusts is included wi
the merchandise trusts above.

We generally include revenues from pre-need casMes in the results of our cemetery operationsvever, some states require that
caskets be sold by funeral homes, and revenuesdasket sales in those states are included inum@rél home results.

Our funeral home operating expenses consist priynafricompensation to our funeral directors, dagéy costs of managing the busin
and the cost of caskets.

Corporate

We incur fixed costs for corporate overhead pritgddr centralized functions, such as payroll, aguting, collections and professional
fees. We also incur expenses relating to reporgagirements under U.S. federal securities lawscanigin other additional expenses of being
a public company.
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Revenues by State
The following table shows the percentage of reveraiibutable to each of the states in which weraie for the periods presented:

Year ended December 31

2012 2011 2010
Alabama 3.8% 3.€% 4.€%
California 8.C% 8.8% 9.7%
Florida 1.C% 0.1% 0.1%
Georgia 1.2% 1.2% 1.€%
Illinois 2.6% 2.2% 2.7%
Indiana 6.€% 8.C% 5.2%
Kansas 1.2% 1.4% 1.1%
Maryland 5.8% 6.C% 6.6%
Michigan 6.1% 8.€% 5.C%
Missouri 1.5% 1.6% 1.2%
New Jerse! 7.1% 6.8% 7.€%
North Caroling 5.6% 5.8% 6.2%
Ohio 9.2% 8.7% 9.2%
Oregon 2.7% 2.5% 3.2%
Pennsylvani: 13.2% 14.7% 15.2%
Puerto Ricc 3.2% 0.%% 0.2%
South Carolin: 1.% 2.1% 2.2%
Tennesse 3. 7% 2.4% 2.4%
Virginia 6.8% 6.5% 7.1%
West Virginia 5.€% 5.2% 5.€%
All others 2.2% 2.C% 2.4%
Total 100.(% 100.(% 100.(%
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Principal Products and Services

The following table shows the percentage of reveraitibutable to our principal products, serviaed other items during the periods
presented:

Year ended December 31

2012 2011 2010
Pre-need sales
Burial lots 9.€% 8.€% 9.€%
Mausoleum crypt 5.1% 4.7% 5.2%
Markers 4.6% 4.2% 4.6%
Grave marker bast 1.1% 1.1% 1.2%
Burial vaults 5.1% 5.C% 5.€%
Lawn crypts 1.5% 1.4% 1.5%
Caskets 0.6% 2.€% 1.C%
Initial openings and closings ( 6.2% 6.5% 6.2%
Other (2) 5.5% 4.8% 5.2%
Total pre-need sale 40.(% 39.5% 40.2%
Interest from pre-need sale: 2.% 2.6% 2.5%
Investment income from trusts:
Perpetual care trus 6.1% 6.6% 7.%%
Merchandise trusi 3.% 3.7% 2.1%
Total investment income from trus 9.%% 10.2% 9.4%
At-need sales
Openings and closings ( 11.1% 12.4% 13.(%
Markers 7.€% 7.7% 7.7%
Burial lots 3.4% 3.6% 3.8%
Mausoleum crypt 1.2% 1.2% 1.2%
Grave marker bast 1.€% 1.7% 1.€%
Foundations and inscriptions ( 0.8% 1.C% 1.C%
Burial vaults 1.5% 1.€% 1.7%
Other (5) 3.2% 3.7% 2.5%
Total a-need sale 30.8% 32.% 32.6%
Funeral home revenues 14.7% 13.%% 12.%
Other revenues (6] 1.8% 1.4% 1.S%
Total revenues 100.(% 100.(% 100.(%

(1) Installation of the burial vault into the grour

(2) Includes revenues from niches, mausoleum ljgisnations, pet cemeteries, installation of Bwaalts and markers sold to our
customers by third parties and pre-need sales mattmnection with the relocation of other cemetetgrment rights. Also includes
document processing fees on pre-need contractieandrom sales of travel care protection, whichecs shipping costs of a body if
death occurs more than 100 miles from the placesifience

(3) Installation of the burial vault into the grounddathe placement of the casket into the ve

(4) Installation of the marker on the ground and itciiption.

(5 Includes revenues from lawn crypts, decordigfes installed on mausoleum crypts, installatiohburial vaults, markers sold to our
customers by third parties, cremation fees and mieci-processing fees on-need contract:

(6) Includes sales of manufactured burial vaulthia parties, sales of cemetery and undeveloged, lcommissions from sales of pre-need
funeral and death benefit insurance policies predithrough a thii-party insurer and other miscellaneous reven
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Cash Flow

Pre-need sales often generate short-term cashdiéfigits due to the timing of when we receive antedrom customers, pay related
commissions and deposit amounts into the perpetualand merchandise trusts.

We generally require customers to make a down payorea pre-need contract of at least 5% of the satles price. When we receive a
payment from a customer on a pre-need contracfirstedeposit the requisite portion into trust eguired by state law. Then, we pay all or a
portion of the commission due to the salespersgpamsible for the sale up to a maximum of totahaaseived. In many cases, the sum of the
commission paid and amount deposited into the &xsteds the total cash received, causing a shontdash flow deficit.

If the down payment received from the customeissuifficient to cover the entire commission, tmaining commission is paid from
subsequent installments, but only to the exte®08b of the cash received from the customer in @athllment. Again, in the near-term there
is a possibility that the sum of the commissiordgaid amount deposited into the trust exceedsthbdash received, causing an additional
short-term cash flow deficit. These short-term defiare eventually recaptured as the total ammagived exceeds the commissions paid anc
we meet the requirements for withdrawing amounfdited into the merchandise trust.

The following example assumes a pre-need contrbtatotal sales price of $1,000, a 10% down payree40% perpetual care and
merchandise trusting requirement, a 15% sales cesion and a one-year term without interest, ourtsgieom cash flow would be as follows:

*  When we receive the $100 down payment from theooost, we would deposit 40% of the payment, or $4@ust and pay 100%
the commission due to the salesperson, or $15@ruto the extent that we received cash fromctgtomer, or $100. Our total
cash obligations would be $140 even though we mdgived $100 from the customer. We would use $4upoperating cash to
pay the sales commission and, at this time, woaldash flow negative on the contre

* In month one, when we receive the first $75 instatt from the customer, we would deposit 40%, @&, $&o trust and pay 100%
of the balance of the commission due to the sadesop, or $50. Our total cash obligations woul&8@ even though we only
received $75 from the customer. We would use $&uooperating cash to pay sales commission anddnatilil be cash flow
negative on the contrac

* In month two, when we receive the next $75 instaiitfrom the customer, we would deposit 40%, or, &0 trust, but we would
have no further commission due on the sale. Thair@ng $45 received from the customer would go batdkour operating cash,
and we would break even on the contract on a-flow basis.

* In month three, when we receive the next $75 imstit from the customer, we would deposit 40%,30,$nto trust and the
remaining $45 would go back into our operating céslthis month, we would become cash flow positwethe contrac

We can accelerate our operating cash flow by pwingeand delivering many of our products in advawoicie time of customer need,
either by installing them in the customer’s busphce (in the case of burial vaults) or storingpttier the customer, and by performing certain
services prior to the time of need. For exampl¢hiwithe allowances of state law, we purchase buaalts, grave markers and caskets, and
perform initial openings and closings to insta# thurial vault in the ground before the time ofdhé&hen we satisfy the criteria for delivery of
pre-need products or perform pre-need servicesrev@ermitted to withdraw the related principal angt income and capital gains that we
have not already withdrawn from the merchandissttrand we recognize the amounts withdrawn, inalgidimounts previously withdrawn, as
revenues. Advance purchasing helps us avoid thativegcash flow impact of depositing significantiiens of our sales proceeds in trusts
while earning rates on those trusts that are ctlyrégss than interest rates we pay on our debth&eextent that we can purchase and deliver
products and perform services in advance of the tfmeed, we can accelerate,
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within the limitations of GAAP, the timing of ouevenue recognition for these products and serviees. result, decisions made by our
management to purchase and deliver products conpedervices in advance, for cash flow or othesoea, affect the timing of revenue
recognition from the underlying sales.

We are somewhat limited, however, in our abilitptochase some products in advance of the timeed bhecause of their availability.
Given our large volume of preeed sales, it is unlikely that our suppliers cquriolvide, or we could manufacture, all of the praduncluded ir
our pre-need backlog at any given time. For exapwpéegenerally need more vaults per year to fuliiif preneed contract obligations, than
currently manufacture at our plants. We must puselany excess from third party suppliers who misst meet the demands of other cemeten
operators.

We currently purchase burial vaults from thpdrty providers to assist us in meeting the demahdsr accelerated purchase and deli
program. We are also limited in our ability to merh certain services in advance of the time of nessmhuse of their nature or our resources.
For example, we cannot perform the final openind elnsing, which is the placing of the casket itite ground, or inscribe the date of deat!
the monument or marker until the time of need. E¥@re chose to perform all of the services in ptg-need backlog that could be performed
in advance of need, such as installing all of thedb vaults in our pre-need backlog, we would autrently have the labor, equipment or other
resources to perform all of those services in atgferiod of time.

Trusting

We are required to deposit a portion of amountsivet on sales of certain cemetery merchandisesearices into a perpetual care
and/or merchandise trust. These amounts are irt/bgtthird-party investment managers who are seteloy the Trust and Compliance
Committee of the board of directors of our genpeatner. These investment managers are requiriedést our trust funds in accordance with
applicable state law and internal investment ginésladopted by the Trust and Compliance Commi@ee investment managers are
monitored by third-party investment advisors selddiy the Trust and Compliance Committee who adhise&eommittee on the determination
of asset allocations, evaluate the investment nemsand provide detailed monthly reports on théoperance of each merchandise and
perpetual care trust.

Perpetual Care Trus

Pursuant to state law, a portion of the proceents the sale of cemetery property is required tpdid into perpetual care trusts. While
this amount varies, it is generally 10% to 20%hef $ales price of the interment right. All prindipaust remain in this trust into perpetuity
while interest and dividends may be released tangasused to defray cemetery maintenance costshvainécexpensed as incurred. Earnings
from the perpetual care trusts are recognized iirenticemetery revenues. To maximize this inconeehawve established investment guideline
for the third-party investment managers that marlhgérust so that substantially all of the fundsiavested in intermediate-term investment-
grade fixed-income securities, high-yield fixedonte securities, master limited partnerships anidestate investment trusts.

We fund these amounts pro-rata on an “as receibasis. As payments are received from the custonesgdeposit a pro-rata amount of
the payment into a perpetual care trust. For exanifplve receive a payment of 20% of the salesediiom the customer, we would deposit i
the perpetual care trust 20% of the total amouired to be placed into trust for that sale.

We consolidate the assets of the trust in accordaiith the provisions of ASC 810, as the trustossidered to be a variable interest
entity for which we are the primary beneficiary.s&ts are reflected at fair market value on thetgeséion of our balance sheet as an asset
entitled “perpetual care trusts, restricted, at¥aiue,” and an equal amount is reflected ashililia as “perpetual care trust corpus.”
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Merchandise Trust

We are generally required by state law to depogirtion of the sales price of pre-need cemetemchandise and services, or the
estimated current cost of providing that merchamdisd those services, into a merchandise trustsiore that we will have sufficient funds in
the future to purchase the merchandise or perfoemsérvices. The amount we are required to dejpbsitt merchandise trust varies from state
to state but is generally 40% to 70% of the sateepf the merchandise or services.

We fund these amounts pro-rata on an “as receibasis. As payments are received from the custonesdeposit a pro-rata amount of
the payment into a merchandise trust. For exanifples receive a payment of 20% of the sales prioefthe customer, we would deposit into
the merchandise trust 20% of the total amount redub be placed into trust for the merchandisesamdices sold.

We consolidate the assets of the trust in accorlaiith the provisions of ASC 810, as the trustossidered to be a variable interest
entity for which we are the primary beneficiary.s&ts are reflected at fair market value on thetgeséion of our balance sheet as an asset
entitled “merchandise trusts, restricted, at faiue”.

Unlike assets in the perpetual care trusts, agsétte merchandise trusts will be released to dilseatime we meet the requirements. Tt
requirements vary from state to state depending applicable laws.

Earnings on funds held in merchandise trusts, @iolyinvestment income and capital gains, are dedfiestind included in our balance
sheet in deferred cemetery revenues, net, until Soe that we recognize the revenue from the edlatle.

We are permitted to withdraw the investment incosugh as interest and dividends, as well as cagdiak, from merchandise trusts at
varying times depending on the applicable state laome states, we are permitted to make momttihdrawals of investment income, bui
other states we are permitted to withdraw incorse feequently or only upon death. In all statesydacer, we are permitted to withdraw trust
principal and earnings to purchase the merchamdiperform the services or, generally, when theauesr cancels the contract. Some states
impose additional restrictions on our ability taldraw merchandise trust earnings if those trust® liealized losses. For example, if a
Pennsylvania merchandise trust realizes a losdrubeis required to recover the amount of thdized loss, either by earning income or
generating capital gains, before we are alloweaditodraw earnings, except to purchase the relatedyzts or perform the related services.
Other states, such as Virginia, permit continuetthdgvawals of merchandise trust earnings followingalized loss so long as the fair market
value of the funds held in trust equals or excékdsost of the related products and services.

We invest the amounts deposited into merchandisgstrwithin specified investment guidelines, priilgan intermediate-term,
investment-grade fixed-income securities, highd/feted-income securities, real estate investmerst$ and, to a lesser extent, equity
securities and cash.

The income earned on funds held in perpetual caststand merchandise trusts can be materiallgteffieby fluctuations in interest rates,
dividend payments, and in the case of merchandisést by the performance of the stock market. dtmaent income from trusts accounted for
9.9%, 10.3% and 9.3% of our 2012, 2011 and 20H) tevenues, respectively. During 2012, 2011 arkD2fur average annual rates of return
(not including changes in unrealized gains anddgsen funds held in merchandise trusts were 677886 and 3.7%, respectively, while our
average annual rates of return on funds held ipgieal care trusts were 5.9%, 6.2% and 7.1%, réspBc Past performance is not indicative
of future performance.

Unrealized gains and losses in merchandise trustdederred and accordingly have no immediate itpaour revenues, earnings or
cash flow unless the fair market value of the fudeslines below the estimated

46



Table of Contents

costs to deliver the related products and servioaghich case we would be required to record aetircharge to earnings equal to the
difference between the fair market value of thed&iand the estimated costs.

We determine whether or not the assets in the raadike and perpetual care trusts have an othertéin@porary impairment on a
security-by-security basis. This assessment is rhaded upon a number of criteria including the flerog time a security has been in a loss
position, changes in market conditions, concerfaed to the specific issuer and our ability arteénm to hold securities until they recover their
value. If a loss is considered to be other-thanptenary, the cost basis of the security is adjudtagdnward to its market value.

For assets held in the perpetual care trusts,edyction in the cost basis due to an other-thampoeary impairment is offset with an
equal and opposite reduction in the perpetual tast corpus and has no impact on earnings.

For assets held in the merchandise trusts, anyctiedun the cost basis due to an other-than-teargampairment is recorded in deferred
revenue.

The trust footnotes (Notes 5 and 6 of our constdiddinancial statements included in Part 11 “It8i) disclose the adjusted cost basis of
the assets in the trusts and contain a more det@digeussion of other-than- temporarily impaireseds.

Current Market Conditions and Economic Developments

We are subject to fluctuations in the fair valueqtiity and fixed-maturity debt securities in aust. These values can be negatively
impacted by contractions in the credit market averall downturns in economic activity. As of Deceani31, 2010, the market value of the
assets in our merchandise trusts and perpetuatrcaie exceeded their amortized cost by 3.7% &b Grespectively.

The financial markets generally improved through2t1 and as of December 31, 2011, the market \dltiee assets in our perpetual
care trust exceeded its amortized cost by 0.7%tlandatio of the fair value to the amortized aafsbur merchandise trust assets was 97.7%.

The overall markets have experienced fluctuationndl2012, but have generally improved since 2@¥&.continued to monitor our
invested assets in our merchandise and perpetiatrests and during 2012, we determined that sufitigese assets were impaired, and we
took a charge of approximately $1.0 million and8haiillion respectively. As of December 31, 2012 tharket value of the assets in our
merchandise trusts and perpetual care trusts eedebdir amortized cost by 0.2% and 5.8%, respelgtiv

Further, we raised capital via a follawn public offering of our common units, represegtinlimited partnership interest in us, in Febr
of 2011 and September of 2010. In addition, asedddnber 31, 2012, the majority of our long-termtaeinsisted of $150.0 million in Senior
Notes due in 2017 and $101.7 million of borrowingsour Credit Facility which expires in 2017. Asécember 31, 2012, we had an unt
line of $28.3 million under our Credit Agreement.

The average dollar value of pre-need and at-neettastis written has not deteriorated and valueshieryear ended December 31, 2012
exceed values from 2011.

We will continue to monitor evolving economic cotiains and plan accordingly.

Recent Developments

On February 19, 2013, we entered into the First angent to our Third Amended and Restated CredieAgrent which increased the
total availability under our Credit Facility by $D0million to $140.0 million.
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On February 19, 2013, certain of our subsidiarigsred into an Asset Purchase and Sale Agreentent§eawinds Agreement”) with
certain Florida limited liability companies and andividual (collectively the “Seller”). Pursuard the Agreement, we acquired six funeral
homes in Florida, including certain related assats, assumed certain related liabilities. In cosrsition for the net assets acquired, we paid th
Seller $9.0 million in cash and issued 159,635 comemits, which equates to approximately $3.6 onllwvorth of units. We also issued an
unsecured promissory note in the amount of $3.0amithat is payable on February 19, 2014 and bie¢éesest at 5%. In addition, we will also
pay an aggregate amount of $1.2 million in six égnaual installments commencing on February 13428 exchange for a non-compete
agreement with the Seller.

Change in Market Value of Trust Assets

We have a substantial portfolio of invested asiselt®th our merchandise trusts and the perpetualtoasts. Both trusts have a mix of
cash and cash equivalents, fixed maturity debtriteesiand equity securities. A critical issue f@rhad been the decline in the fair value of
equity and, to a lesser degree, fixed maturity debtrities held in our trusts. This decline totdcp primarily during 2008 and 2009. Since
time, the financial markets have been slowly recmge and continued to improve through the end@#2 During 2012 and 2011, we
determined that some of the assets in our trustdbban impaired and we took an impairment chargapfoximately $1.0 million and $0.5
million, respectively, related to assets in our chandise trusts and a charge of approximately S#l®n and $0.1 million, respectively,
related to our assets in our perpetual care trlikis.charge is deferred until such time that wiéevdethe merchandise or perform the services
for which the trust assets are set aside. The imemit charge reduced the cost basis of the ass#tsit fair value. As of December 31, 2012,
the aggregate post write-down fair value of theetsss our merchandise trust exceeded its amortimstiby 0.2% and the aggregate post write
down fair value of the assets in our perpetual taist exceeded its amortized cost by 5.8%.

Funds in our trusts are managed by third-partysimaent managers who are in turn monitored by d4{barty investment advisor selec
by our Trust and Compliance Committee. The thirdypmvestment advisor is providing the committeighwvirequent updates on the
performance of the investments. We will continuenanitor performance closely. See “ltem 7A. Quaitie and Qualitative Disclosure About
Market Risk” for more information.

The perpetual care trust amterchandise trust serve vastly different purposéstiae risks and implications of changes in trgseavalue
are dissimilar.

Perpetual Care Trus

Pursuant to state law, a portion of the proceaats the sale of cemetery property must be depositeda perpetual care trust.

The perpetual care trust principal does not betongs and must remain in the trust into perpetWg. consolidate the trust into our
financial statements in accordance with ASC 8143443 through 22) because the trust is consideneatiable interest entity for which we
are the primary beneficiary.

The fair value of trust assets is recorded as seta@s our balance sheet and is entirely offset ligbility. This liability is recorded as
“Perpetual care trust corpus”. Changes in fair @alfitrust assets are recognized by adjusting thethrust asset and the offsetting liability.
Impairment of the value of trust assets, whethmiptarary or other-than-temporary, will not impactipdic earnings nor will it impact our
financial position or liquidity at any point in tin

Our primary risks related to the assets in the gteigd care trust relate to the interest and divddegraid and released to us and used to
defray cemetery maintenance costs. Any materialatish in this income stream could have a matefigict on our financial condition, results
of operations and liquidity. Interest income earned

48



Table of Contents

on perpetual care trust assets was approximaté@ly $tillion, $15.8 million and $14.9 million durirthe years ended December 31, 2012, .
and 2010, respectively.

Merchandise Trus

Pursuant to state law, a portion of the proceeantn the sale of pre-need cemetery and funeral hoarehandise and services must be
deposited into a merchandise trust.

Unlike the perpetual care trust, the principalha merchandise trust will ultimately revert to Tkis will occur once we have met the
various requirements for its release which is galhethe delivery of merchandise or performancermderlying services. Accordingly, changes
in the fair value of trust assets, both temporay ather-than-temporary, may ultimately impact periodic earnings and financial position or
liquidity at any point in time.

Managing the cash flow associated with the relehseist assets and investment income is a critioalponent of our overall corporate
strategy. Our investment strategy reflects thettzat the release of trust assets and the resalahtflow is critical to our ability to meet our
profitability goals and liquidity needs. Accordigglwe set such strategy to balance the potentiakforn with the need to maintain asset value

A decline in the market value of the assets inntleechandise trust could ultimately impair our peadility and resulting financial positic
and liquidity should we be forced to liquidate sadsets at an amount significantly below our oebéxpectation, which is ultimately asset
cost.

We mitigate this risk by ensuring that a sufficipottion of trust assets is invested in cash astl eguivalents that do not have signific
risk to principal. We can then manage trust assetbat released amounts are liquidated from thi¢ @s opposed to any pool of assets that al
currently valued below cost.

At December 31, 2012, the merchandise trust hatbappately $27.9 million in cash and cash equivideiithis amount functions to
mitigate the risk of liquidating impaired assetselaluating the sufficiency of this amount agts$ceifectiveness in mitigating the risk of
liquidating impaired assets, we have consideredéténflows and outflows of cash into the trustegent prior periods. These net inflows and
outflows are a function of both sales originatiansl the corresponding trust deposits and meetingriteria for releasing funds. Total net cast
inflows into the merchandise trust for the yearash®ecember 31, 2012 were approximately $3.1 millwhich includes an inflow of $12.0
million related to acquisitions made in 2012. Skigtiidity and Capital Resources” within this “Iteri for more information.

Absent a substantial downturn in pre-need saledelieve that the cash and cash equivalent allocai merchandise trust assets is
sufficient to mitigate the risk of liquidating imipad assets in the near future.

Impact of Current Market Conditions on Our Ability to Meet Our Debt Covenants

Current market conditions have not negatively inbpaour ability to meet our significant debt covetsa These covenants specifically
relate to a certain measure of profitability (tfRrdfitability Measure”) and certain coverage ancelage ratios as defined in the Credit
Agreement described below.

The Profitability Measure is primarily related teetcurrent period value of contracts written, inment income from the merchandise
perpetual care trusts, and current expenses irturte revenue recognition rules that we must ¥ollor GAAP purposes are not considered.

We have two primary debt covenants that are depeng®mn our financial results, the leverage ratid the consolidated debt service
coverage ratio. The leverage ratio relates todhie of consolidated debt to the Profitability Mees Our leverage ratio was 3.48 at
December 31, 2012 compared to a maximum allowéd rat
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of 3.65. The consolidated debt service coveragde rafates to the ratio of Consolidated EBITDA torSolidated Debt Service. Our
consolidated debt service coverage ratio was 3.Z&eember 31, 2012 compared to a minimum allovagio of 2.50.

Net Income, Operating Cash Flows and Partner Distbutions
The table below details net income, operating éasts and partner distributions made in 2012, 2aad 2010, respectively:

Year ended December 31

2012 2011 2010

(in thousands)
Net income (loss $(3,019) $(9,71%) $(1,447)
Operating cash flow 31,89¢ 5,46¢ 3,10¢
Partner distribution 47,45¢ 44.60¢ 32,44:

Cash flows from operations for the years ended Bbee 31, 2012, 2011 and 2010 were $31.9 million5 $&illion and $3.1 million,
respectively, which exceeded our net loss of $3lBom $9.7 million and $1.4 million, respectivelgduring the same periods. The differences
between our operating cash flows and net lossdi@ge part attributable to the fact that varioash inflows for payments of amounts due
under pre-need sales contracts were not and agsraftyet recognized as revenues as we had ndtarednot met the delivery criteria for
revenue recognition. Although there is no assurameeexpect that the trend of operating cash fleweeeding our net income or net loss will
continue into the foreseeable future.

Consolidation

Our historical operations are part of a consolidaup for financial reporting purposes that inieluhe cemeteries we operate under
long-term operating agreements. We currently opet8tcemeteries, 16 of which have been fully cadatdd, under these long-term operating
agreements. Intercompany balances and transattamesbeen eliminated in consolidation.

Income Taxes

Our historical financial statements include theef§ of applicable U.S. federal and state incomestin order to comply with GAAP. W
are a limited partnership that has elected todegtdd as a partnership for U.S. federal incom@tagoses and therefore not be subject to U.S.
federal or applicable state income taxes. In otalée treated as a partnership for federal incanetirposes, at least 90% of our gross incom
must be qualifying income, which includes incormanirthe sale of real property, including burial Iftsth and without installed vaults), lawn
and mausoleum crypts and cremation niches. Mostioéctivities that do not generate qualifying imeg such as the sale of other cemetery
products, the provision of perpetual care servittesspperation of our managed cemeteries and r@dréd home operations, will be owned by
and conducted through corporate subsidiaries, wiitibe subject to tax on their net taxable inco&idends we receive from corporate
subsidiaries will be qualifying income.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caaditind results of operations are based upon stwrigal consolidated financial
statements. We prepared these financial staterireatsmformity with accounting principles generadlgcepted in the United States of America
The preparation of these financial statements reduis to make estimates, judgments and assumptianaffected the reported amounts of
assets and liabilities at the dates of the findrst&ements and the reported amounts of revemgesxpenses during the reporting periods. We
based our estimates, judgments and assumptionistoni¢al experience and known facts
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and other assumptions that we believed to be resd®uinder the circumstances. In future periodsexpect to make similar estimates,
judgments and assumptions on the same basis aaweéhtstorically. Our actual results in future pdd may differ from these estimates un
different assumptions and conditions. We beliewa the following accounting policies or estimatesl lor will have the greatest potential
impact on our consolidated financial statementgHerperiods discussed and for future periods.

Revenue Recoghnitio

We sell our merchandise and services on both aged-and at-need basis. All at-need sales arenzeabjas revenues and recorded in
earnings at the time that merchandise is delivaretiservices are performed.

Revenues from pre-need sales of cemetery interrigdis in constructed burial property are defematll at least 10% of the sales price
has been collected, at which time they are fullyned.

Revenues from preeed sales of cemetery interment rights in uncootgd burial property, such as mausoleum cryptdamd crypts ar
recognized using the percentage-of-completion nteti@ccounting, with no revenue being recognizetil at least 10% of the sales price has
been received. The percentage-of-completion meatfiadcounting requires us to make certain estinmegasf our reporting dates. These
estimates are made based upon information avaiddlilee reporting date and are updated on a spéaéfntification method at the end of each
reporting period. Periodic earnings are calculé@sed upon the total sales price, estimated aostplete and the percentage completed
during a given reporting period.

Revenues from pre-need sales of cemetery mercleaddsservices are deferred until the merchanslidelivered or the services are
performed, at which time they are fully earned.

Investment earnings, including realized gains aisdds, generated by assets in our merchandise anestieferred until the associated
merchandise is delivered or the services are paddr

In order to appropriately match revenue and exgvge defer certain pre-need cemetery and preardsfumeral direct obtaining costs
that vary with and are primarily related to acdigsis of new pre-need cemetery and prearrangedduhesiness until such time that the
associated revenue is recognized.

Deferred Cemetery Revenues, I

Revenues from the sale of services and mercharatiseell as any investment income from the mercisantdust is deferred until such
time that the services are performed or the menibans delivered.

In addition to amounts deferred on new contraoigstment income and unrealized gains on our medis@ trust, deferred cemetery
revenues, net, includes deferred revenues fronmgee-sales that were entered into by entities pitite acquisition of those entities by us,
including entities that were acquired by CornerstBamily Services, Inc. upon its formation in 1998 provide for a reasonable profit mar
for these deferred revenues (deferred margin)¢owatt for the future costs of delivering produatd @roviding services on pre-need contracts
that we acquired through acquisitions. Deferredgimeamounts are deferred until the merchandiseliseted or services are performed.

Accounts Receivable Allowance for Cancellatio

At the time of a pre-need sale, we record an ado@oeivable in an amount equal to the total cantvalue less any cash deposit paid ne
of an estimated allowance for cancellations.

The allowance for cancellations is established dag®n our estimate of expected cancellations &tdrital experiences and is currel
approximately 10% of total contract values. Futaacellation rates may
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differ from this current estimate. We will continteeevaluate cancellation rates and will make ckartg the estimate should the need arise.
Actual cancellations did not vary significantly fnathe estimates of expected cancellations at DeeeBih 2012 or 2011.

Merchandise Trust Assel

Assets held in our merchandise trusts are cartiéaravalue. Any change in unrealized gains arssés are reflected in the carrying value
of the assets and is recognized as deferred revAmyeand all investment income streams, includimgrest, dividends or gains and losses
from the sale of trust assets are offset agairfetidel revenue until such time that we deliveruhderlying merchandise. Investment income
generated from our merchandise trust is includgdametery revenues — investment and other.

We evaluate whether or not the assets in the medibatrusts have an other-than-temporary impaitmemm security-by-security basis.
This assessment is made based upon a numbereasfacittcluding the length of time a security hasbi a loss position, changes in market
conditions, concerns related to the specific isamer our ability and intent to hold the securitfiluibregains its value. If a loss is considered t
be other-than-temporary, the cost basis of therggds adjusted downward to its market value. Aagluction in the cost basis of assets held ir
our merchandise trusts due to an other-than-tempargairment is offset against deferred revenwsfeRto Note 5 of our consolidated
financial statements included in this Annual Report~orm 10-K for a more detailed discussion ototfhan-temporarily impaired assets.

Perpetual Care Trust Asse

Pursuant to state law, a portion of the proceaats the sale of cemetery property is required tpdid into perpetual care trusts. All
principal must remain in this trust into perpetuitiiile interest and dividends may be released aed to defray cemetery maintenance costs,
which are expensed as incurred.

Assets in our perpetual care trusts are carriégiratalue. Any change in unrealized gains anddesze reflected in the carrying value of
the assets and is offset against perpetual casedoupus.

We evaluate whether or not the assets in our pgmpedire trusts have an other-than-temporary impsit on a security-bgecurity basis
This assessment is made based upon a numberasfeciiicluding the length of time a security hasrb@ a loss position, changes in market
conditions, concerns related to the specific issuer our ability and intent to hold the securityiluibrecovers its value. If a loss is considered
to be other-than-temporary, the cost basis of deersty is adjusted downward to its market value.

Any reduction in the cost basis of assets heldumparpetual care trusts due to an other-than-temnpdémpairment is offset against
perpetual care trust corpus. There is no impa&asnings. Refer to Notes 5 and 6 of our consoldifiteancial statements included in this
Annual Report on Form 10-K for a more detailed désion of other-than-temporarily impaired assets.

Other-Than-Temporary Impairment of Trust Assets
We determine whether or not the impairment of adixaturity debt security is other-than-temporargtaluating each of the following:
* Whether it is our intent to sell the security.Héte is intent to sell, the impairment is considearebe othe-thar-temporary

» Ifthere is no intent to sell, we evaluate if iigt more likely than not that we will be requiredsell the debt security before its
anticipated recovery. If we determine that it isrenlikely than not that it will be required to sath impaired investment before its
anticipated recovery, the impairment is considéodoe othe-thar-temporary.
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We further evaluate whether or not all assetsémntlerchandise trusts have other-than-temporaryiimpats based upon a number of
criteria including the length of time a securitysh#een in a loss position, changes in market donditand concerns related to the specific
issuer.

If an impairment is considered to be other-thangerary, the cost basis of the security is adjugtgnward to its fair value.

For assets held in the perpetual care trusts,edyction in the cost basis due to an other-thampoeary impairment is offset with an
equal and opposite reduction in the perpetual wast corpus and has no impact on earnings.

For assets held in the merchandise trusts, anytiedun the cost basis due to an other-than-teamgampairment is recorded in deferred
revenue.

The trust footnotes (Notes 5 and 6) disclose theséet cost basis of the assets in both the medidmand perpetual care trusts. This
adjusted cost basis includes any adjustments tortgimal cost basis due to other-than-temporamyaimments.

Goodwill

Gooduwill represents the excess of the purchase prier the fair value of identifiable net assetpuared. We test goodwill for impairme
using a two-step test. In the first step of thé, t@e compare the fair value of the reporting tmiits carrying amount, including goodwill. We
determine the fair value of each reporting unihgghe income approach. We do not record an impaitrof goodwill in instances where the
fair value of a reporting unit exceeds its carryamgount. If the aggregate fair value of a reporting is less than the related carrying amount,
we would record an impairment loss in an amountktpthe excess of the carrying amount of goodwvi#tr the implied fair value. The
goodwill impairment test is performed annually asrefrequently if events or circumstances indi¢hs impairment may exist.

Income Taxes

Our corporate subsidiaries are subject to bothréd@amd state income taxes. We record deferreddagts and liabilities to recognize
temporary differences between the bases of assétsadilities in our tax and GAAP balance sheets for federal and state net operating loss
carryforwards and alternative minimum tax credits.

We record a valuation allowance against our dedetaie assets if we deem that it is more likely thahthat some portion or all of the
recorded deferred tax assets will not be realizeibfeture periods.

In evaluating our ability to recover deferred tasets, we consider all available positive and mega&vidence, including our past
operating results, recent cumulative losses andasacast of future taxable income. In determirfingire taxable income, we make
assumptions for the amount of taxable income, ¢hrersal of temporary differences and the implentemaf feasible and prudent tax plann
strategies. These assumptions require us to makenents about our future taxable income and arsistemt with the plans and estimates we
use to manage our business. Any reduction in esihfature taxable income may require us to reemrddditional valuation allowance aga
our deferred tax assets. An increase in the valnatilowance would result in additional income ¢xpense in the period and could have a
significant impact on our future earnings.

As of December 31, 2012, our taxable corporateidigies had a federal net operating loss carryof@pproximately $163.6 million,
which will begin to expire in 2019 and a state op¢rating loss carry-forward of approximately $80illion, a portion of which expires
annually. Our ability to use such federal net offiegdosses may be limited by changes in the ovmprsf our units deemed to result in an
“ownership change” under the applicable provisiofithe Internal Revenue Code of 1986, as amended.
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Segment Reporting and Related Information

The Company is organized into five distinct repbigasegments which are classified as Cemetery @pesa—Southeast, Cemetery
Operations—Northeast, Cemetery Operations—Westfaliiomes, and Corporate.

We chose this level of organization and disaggiegaif reportable segments due to the fact thatah reportable segment has unique
characteristics that set it apart from each othewe have organized our management personnetse tbperational levels; and c) this is the
level at which our chief decision makers and oferior management evaluate performance.

The Cemetery Operations segments sell intermehtsiigaskets, burial vaults, cremation niches, erarnd other cemetery related
merchandise. Our cemetery operations are disaggekgao three different geographically based segméVe have chosen this level of
disaggregation due to the fact that a) each relplerssegment has unique characteristics that agtitt from each other; b) we have organized
our management personnel at these operationakleaed c) this is the level at which our chief dem makers and other senior management
evaluate performance. The nature of our custonifesglin each of our regionally based cemeteryrafieg segments. Cremation rates in the
West region are substantially higher than theyirathe Southeast region. Rates in the Northeagmegnd to be somewhere between the two.
Statistics indicate that customers who select ctiemaervices have certain attributes that diffenf customers who select other methods of
interment. The disaggregation of cemetery operatinto the three distinct regional segments is arily due to these differences in customer
attributes along with the previously mentioned nggmaent structure and senior management analyskod@bgies.

Our Funeral Homes segment offers a range of fumetaled services such as family consultationyémeoval of and preparation of
remains and the use of funeral home facilities/fsitation. These services are distinctly differdran the cemetery merchandise and services
sold and provided by the Cemetery Operations setgnen

Our Corporate segment includes various home offigeenses, miscellaneous selling, cemetery and glesdministrative expenses that
are not allocable to other operating segmentsaicetiepreciation and amortization expenses andisitiqn related costs.

Results of Operations—Segments

We account for and analyze the results of operationour segments on a basis of accounting thdifferent from generally accepted
accounting principles. We reconcile these non-GAPounting results of operations to GAAP based ansoat the consolidated level. This
reconciliation is included in Note 15 to the comdaled financial statements included in this AnriReport on Form 10-K.

The method of accounting we utilize to analyze aerall results of operations, including segmeastits, provides for a production
based view of our business. Under the producti@ed@iew, we recognize revenues at their contralcievat the point in time in which the
contract is written, less a historic cancellatiesarve. All related costs are expensed in the ghéhni® contract is recognized as revenue. In
contrast, GAAP requires that we defer all revenaasd,the direct costs associated with these regenul we meet certain delivery and
performance requirements. The nature of our busiisesuch that there is no meaningful relationslépveen the time that elapses from the
a contract is executed and the date the underiyieighandise is delivered or the service, delivexy gerformance requirements are met.
Further, certain factors affecting this time perisdch as weather and supplier issues, are outrafamtrol. As a result, during a period of
growth, operating profits as defined by GAAP wiht to lag behind operating profits on a productiased view because of the required
deferral of revenues. Our performance based viewres these delays and presents results basedhganderlying value of contracts writt
We believe this is the most reliable indicator of performance for a
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given period as the value of contracts written kebsstorical cancellation reserve reflects theneoaic value added during a given period of
time. Accordingly, the ensuing segment discusssooni a basis of accounting that differs from geheegcepted accounting principles. See
Note 1 to the consolidated financial statementided in this Annual Report on Form-K for a more detailed discussion of our accounting
policies under GAAP.

Year Ended December 31, 2012 Compared to Year Endé&kcember 31, 2011
Cemetery Segments
Cemetery Operations—Southeast

In 2011 and 2012, we made several acquisitionsiirCemetery Operations — Southeast segment. Of terguisitions, 6 occurred during
the third quarter of 2011, 5 occurred during therfio quarter of 2011 and 4 occurred during thalthirarter of 2012. Therefore, the results of
operations for these properties have less of amdétpand in some cases no impact, on the year édeleginber 31, 2011, but are included in
the results of operations for the year ended Deeedb, 2012. These additions are contributing fr@dmately two thirds of the increase in
revenues and the entire increase in costs and sepéor this segment.

The table below compares the results of operafansur Cemetery Operations — Southeast for the geded December 31, 2012 to the
year ended December 31, 20

Year ended December 31

2012 2011 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue $129,21. $113,75¢ $ 15,45¢ 13.6%
Total costs and expens 91,23¢ 82,67: 8,56¢ 10.4%
Segment operating pro $ 37,97¢ $ 31,08 $ 6,89( 22.2%

Revenue

The increase in revenues was related to an ovecaiase in the value of contracts written, withraasrease of $9.7 million in the value
pre-need contracts and $2.8 million in the valuatafeed contracts. We also had increases of $illidmin income from our trusts, $0.8
million in interest on accounts receivable and $tiflion in other income.

Total costs and expenses

The increase in costs and expenses was primaldied:to:
* A $2.7 million increase in cost of goods sold. Tlis attributable to the corresponding increaghénvalue of contracts writte

e A $1.6 million increase in selling expenses. Thaswrimarily attributable to increases of $0.6 imillin salary and benefit expen
and $1.3 million in commission related expensefsediby a decrease of $0.4 million in advertisieigphone and telemarketing
costs.

* A $2.4 million increase in cemetery expenses. Tigesiase was primarily due to increases of $0.9anilh labor costs, $1.0 millic
in repair and maintenance costs and $0.1 milliomtility and fuel costs, with the remainder attfidole to equipment rental and
other miscellaneous cos

* A $1.3 million increase in general and administ@gxpenses. This was primarily due to increas&d& in labor costs, $0.1 in
insurance costs, $0.1 million in professional feed $0.2 million in other general office and mitaetous cost:

* A $0.5 million increase in depreciatic
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Cemetery Operations—Northeast

The table below compares the results of operafimnsur Cemetery Operations — Northeast for the yeded December 31, 2012 to the
year ended December 31, 20

Year ended December 31

2012 2011 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $60,35" $57,26: $ 3,09/ 5.4%
Total costs and expens 40,62( 39,94 677 1.7%
Segment operating pro $19,73" $17,32( $ 2,415 14.(%

Revenue

The increase in revenues was related to an ovrcaiase in the value of contracts written, withrarease of $1.6 million in the value
pre-need contracts and $0.4 million in the valuataieed contracts. In addition, we had an incre&$6.2 million in income from our trusts
and $0.9 million in other income.

Total costs and expenses
The increase in costs and expenses was primalaiecketo:

» A $0.6 million increase in cost of goods sold. Tlis attributable to the corresponding increaghénvalue of contracts writte

» A $0.8 million increase in selling expenses. Thaswrimarily attributable to increases of $0.3 imnllin labor costs, $0.2 million in
commissions, and $0.2 million in advertising, télepe and telemarketing cos

* A $0.3 million decrease in cemetery expenses. Hoesdise was primarily due to decreases of $0.#mil labor costs and $0.1
million in utility and fuel costs

* A $0.4 million decrease in general and administeaéixpenses primarily due to a decrease of $0I®mih insurance costs and
$0.1 million in other general office and miscellans costs

Cemetery Operations—West

Effective March 31, 2012, we terminated our opagtgreement with the Archdiocese of Detroit. Tfaree the results of operations for
these properties are only included in the year @mecember 31, 2012 up to that point, but are oledlin the entire year ended December 31
2011. The removal of these properties from ourltesii operations resulted in a $6.5 million deseem revenues and $5.2 million decrease it
costs and expenses period over period, and thersfoesponsible for the majority of the decreasevenues and costs and expenses.

Further, in the second quarter of 2011 we madeg8isitions and in the second quarter of 2012 weemate acquisition in our Cemetery
Operations—West segment. Therefore, the resultpefations for these properties have less of aadtngn the year ended December 31,
2011, but are included in the results of operationshe year ended December 31, 2012. The addifidhese properties to our results of
operations is responsible for a $1.5 million inse@ revenues and $1.1 million increase in castisexpenses period over period.
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The table below compares the results of operafimnsur Cemetery Operations—West for the year eridecember 31, 2012 to the year
ended December 31, 2011:

Year ended December 31

2012 2011 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $68,76¢ $78,45¢ $ (9,699 -12.4%
Total costs and expens 45,43; 52,99: (7,555 -14.2%
Segment operating pro $23,32¢ $25,46¢ $ (2,137) -8.4%

Revenue

The decrease in revenues was driven by a decredise value of contracts written as a result ofaftzementioned contract termination.
There was a decrease of $5.6 million in the vafysr®@-need contracts written, a decrease of $3liBmin the value of at-need contracts
written, and a decrease of $1.7 million in incommanf our trusts offset by an increase of $0.9 millio other income.

Total costs and expenses

The decrease in costs and expenses was driverlbyae expenses as a result of the aforementiongchcbtermination and primarily
related to:

» A $0.6 million decrease in cost of goods sold. M attributable to the corresponding decreasigeivalue of contracts writte

A $1.5 million decrease in selling expense. Theekgse was primarily due to decreases of $0.6 miltidabor, $0.8 million in
commissions and $0.1 in telemarketing cc

» A $3.8 million decrease in cemetery expenses. Hoeedise was primarily due to decreases of $2.%mil labor costs, $0.3
million in utility costs, $0.3 million in repair @maintenance costs and $0.4 million in real estates.

A $1.7 million decrease in general and administeaéixpenses. The decrease was primarily due teawses of $0.5 million in labor
costs, $0.3 million in insurance costs, $0.3 millio professional fees, $0.2 million in managenefdrmation costs and $0.4
million in other office costs

Funeral Homes Segment

In 2011 and 2012 we acquired several funeral ho@Ethese acquisitions, 4 occurred during the sécprarter of 2011, 4 occurred
during the third quarter of 2011, 4 occurred dutimg fourth quarter of 2011, 2 occurred duringgbeond quarter of 2012, 14 occurred during
the third quarter of 2012 and 1 occurred duringftiueth quarter of 2012. Therefore, the resultspérations for these properties have either n
impact or, in some cases, have less of an impattteypear ended December 31, 2011, but are inclundiénd results of operations for the year
ended December 31, 2012. These additions are piymesponsible for the increase to revenues astscand expenses for this segment.
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The table below compares the results of operafimnsur Funeral Home segment for the year endecdéer 31, 2012 to the year ent
December 31, 2011:

Year ended December 31

2012 2011 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $37,98¢ $31,16: $ 6,82¢ 21.%%
Total costs and expens 31,48¢ 25,15! 6,33¢ 25.2%
Segment operating pro $ 6,50z $ 6,012 $ 49C 8.2%

Revenue

The increase in revenues was primarily attributéble $2.9 million increase in at-need revenuék,.8 million increase in pre-need
revenues and a $2.0 million increase in other regen

Total costs and expenses

The increase in costs and expenses was primatilpagble to increases of $2.9 million in persdrexpenses, $0.6 million in facility
costs, $0.9 million in merchandise costs, $0.2iamlin advertising costs, $0.1 million in vehiclests and $0.9 million in depreciation, with 1
remainder attributable to increases in other gé&chadministrative expense categories.

Corporate Segment

The table below compares expenses incurred by dngoate segment for the year ended December 32, t20the year ended
December 31, 2011:

Year ended December 31

2012 2011 Change ($ Change (%)

(in thousands)

(non-GAAP)
Selling, cemetery and general and administratiyenge: $ 87C $ 83: $ 38 4.€%
Depreciation and amortizatic 1,54: 2,127 (585) -27.5%
Acquisition related cost 3,12z 4,60¢ (1,487 -32.2%
Corporate expenst
Corporate personnel expen: 12,30¢ 11,58( 72€ 6.2%
Other corporate expens 15,86( 12,18¢ 3,674 30.1%
Total corporate overhe 28,16¢ 23,76¢ 4,40z 18.5%
Total corporate expens $33,70¢ $31,32¢ $ 2,37¢ 7.€%

Selling, cemetery and general and administratijgepsges allocated to the Corporate segment remegtettvely consistent from period
to period.

The decrease in depreciation and amortization wadaa decrease in amortized deferred financieg. fe

Acquisition related costs include legal fees arepthird party costs incurred in acquisition rethactivities. These costs will vary from
period to period depending on the amount of actjoiisactivity that takes place. For the years eridedember 31, 2012 and 2011, acquisition
related costs include legal fees, net of recovede$0.3 million and $1.2 million, respectivelglated to amounts paid to pursue the recove
misappropriation claims related to our fourth gea011 and second quarter 2010 acquisitions, c&sphy.
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The increase in total corporate overhead was pilyretiributable to increases of $0.7 million inrpennel costs, $1.0 million in
professional fees, $1.0 million in advertising exges, and $0.1 million in technology and managenmémitmation costs, with the remainder
attributable to various corporate expenses.

Reconciliation of Segment Results of Operations Gonsolidated Results of Operations

As discussed in the segment sections of this Managgs Discussion and Analysis of Financial Comditand Results of Operations,
cemetery revenues and their associated costs adae@t the segment level are not deferred umth sime that we satisfy the delivery criteria
for revenue recognition.

Periodic consolidated revenues recorded in accosdaith GAAP reflect the amount of total merchaerdisd services which were
delivered during the period. Accordingly, perioceoperiod changes to revenues can be impacted by:

» Changes in the value of contracts written and atkegnues generated during a period that are detivia their period of origin and
are recognized as revenue and not deferred ag einith of their period of originatio

» Changes in merchandise and services that are deliviiring a period that had been originated duaipgior period

59



Table of Contents

The table below analyzes results of operationst@@hanges therein for the year ended Decemb&03P, compared to the year ended
December 31, 2011. The table is structured sooilwateaders can determine whether changes werd bpsa changes in the level of
merchandise and services and other revenues getiehating each period and/or changes in the timmfnghen merchandise and services were
delivered. During 2011 we acquired 17 cemeteriekslahfuneral homes. During 2012 we acquired andireameteries and 17 funeral homes.
The results of operations for these properties lesgof an impact, and in some cases little dmpact, on the year ended December 31, 2
but are included in the results of operations fieryear ended December 31, 2012. These additiensoatributing the majority of the increases
to revenues and costs and expenses in the talole.bel

Effective March 31, 2012, we terminated our opagtgreement with the Archdiocese of Detroit; cqusatly, the results of operations
for these properties are only included in 2012aifhat point, but are included in the entire pefiodthe year ended December 31, 2011.

Year ended Year ended
December 31, 2012 December 31, 2011
(in thousands) (in thousands)
Change ir Change in
Reauts Reauts canp  GAAPrests
(non- GAAP GAAP (non- GAAP GAAP results
GAAP) Adjustments Results GAAP) Adjustments Results ($) (%)

Revenue:
Pre-need cemetery revenu  $128,43' $(31,437  $ 97,000 $122,78¢ $(31,735 $ 91,05« $ 5,94¢ 6.5%
At-need cemetery revenu 79,34¢ (4,557 74,79 79,50 (5,147 74,36( 434 0.6%
Investment income from

trusts 38,57 (14,446 24,12t 38,94 (15,399 23,54« 581 2.5%
Interest incomt 6,69¢ — 6,69¢ 5,86¢ — 5,86¢ 834 14.2%
Funeral home revenu 37,98¢ (2,309 35,67¢ 31,16: (759 30,40: 5,27¢ 17.2%
Other cemetery revenu 5,28: (9793 4,31( 2,38( 782 3,16: 1,14¢ 36.5%
Total revenue 296,32: (53,71) 242,60¢ 280,64( (52,257) 228,38t 14,21¢ 6.2%
Costs and expens
Cost of goods sol 33,80 (5,706 28,101 31,15« (5,039 26,11t 1,98¢ 7.€%
Cemetery expens 55,41( — 55,41( 57,14¢ — 57,14¢ (1,739 -3.C%
Selling expens 54,64 (7,767) 46,87¢ 53,78¢ (8,497 45,29 1,58: 3.5%
General and administrative

expense 28,92¢ — 28,92¢ 29,54, 3 29,54 (61€) -2.1%
Corporate overhee 28,16¢ — 28,16¢ 23,76¢ — 23,76¢ 4,40: 18.5%
Depreciation and

amortization 9,431 — 9,431 8,53« — 8,534 897 10.5%
Funeral home expen: 28,971 (252 28,72 23,55¢ — 23,55¢ 5,171 22.(%
Acquisition related cost 3,12z — 3,12 4,604 — 4,60 (1,487 -32.2%
Total costs and expens 242,48¢ (13,72) 228,76! 232,08 (13,539 218,55: 10,21: 4.7%
Operating profit $5383 $ (39,996 $ 13,847 $4855: $ (38,71) $ 9,83t $ 4,00¢ 40.7%
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Revenue

Pre-need cemetery revenues were $97.0 millionh®rear ended December 31, 2012, an increase ®hdiion, or 6.5%, as compared
to $91.1 million during 2011. The increase was prity caused by an increase of $5.6 million in th&ie of cemetery contracts written and a
decrease of $0.3 million in deferred revenue.

At-need cemetery revenues were $74.8 million for 8 gnded December 31, 2012, an increase of $lidnor 0.6%, as compared
$74.4 million during 2011. The increase was pritgaraused by a decrease of $0.2 million in the @aficemetery contracts written which v
offset by a decrease of $0.6 million in deferrectraie.

The majority of the increase in the value of preghand at-need contracts was primarily driven byG@emetery Operations—Southeast
segment where we acquired 6 cemeteries durindhttteduarter of 2011, 5 cemeteries during the fogdarter of 2011 and 4 cemeteries du
the third quarter of 2012. Therefore, the resultsperations for these cemeteries are includetléryear ended December 31, 2012, but have
little to no impact on the year ended Decembe2B1,1. In addition, the value of pre-need andexd contracts was negatively impacted by
termination of our operating agreement with thehliocese of Detroit that occurred March 31, 2012.

Investment income from trusts was $24.1 milliontfoe year ended December 31, 2012, an increade @hdillion, or 2.5%, as compar
to $23.5 million during 2011. On a segment basshad a decrease of $0.4 million, which was otigean adjustment of $1.0 million related
to funds for which we have met the requirementswwald allow us to recognize them as revenue.

Interest income on accounts receivable was $6.fomilor the year ended December 31, 2012, an asgef $0.8 million, or 14.2%, as
compared to $5.9 million during 2011.

Revenues for the Funeral Home segment were $3%idmfor the year ended December 31, 2012, arease of $5.3 million, or 17.3%,
compared to $30.4 million during 2011. The increass primarily attributable to the acquisition28ffuneral homes made during 2011 and
2012.

Other cemetery revenues include miscellaneous iteatsare not grouped with our cemetery mercharafiseservices. Other cemetery
revenues were $4.3 million for the year ended DéearB1, 2012, an increase of $1.1 million, or 36.8%compared to $3.2 million during
2011. The increase was primarily related to nonwméeg other income from the sale of assets.

Costs and Expenses

Cost of goods sold were $28.1 million for the yeaded December 31, 2012, an increase of $2.0 milin7.6%, as compared to $26.1
million in 2011. The ratio of cost of goods soldpi@-need and at-need cemetery revenues was16rdbiefgear ended December 31, 2012 as
compared to 15.8% during 2011. The change in tte paimarily relates to changes in product mix.

Cemetery expenses were $55.4 million during the gaded December 31, 2012, a decrease of $1.Dmithr 3.0%, compared to $57.1
million during 2011. Overall, expense decreaseslo8 million in labor costs, $0.3 million in utiitand fuel cost, and $0.3 million in real estate
taxes were partially offset by an increase of $filfion in repairs and maintenance expense. Cempetguenses relate to the current costs of
managing and maintaining our cemetery propertibes& costs are expensed as incurred and are eotedkfAccordingly, from a margin
standpoint, the most effective gauge of measurémgetery expenses is as a ratio of segment leveigerd and at-need cemetery revenues.
Changes in this ratio give an indication of oudigbto manage and control our operating coststisdao our overall cemetery operations. An
increase in the ratio
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indicates that expense increases related to thatigre and maintenance of our cemetery properiiesexled increases in the value of contract
written, while a decrease in the ratio indicates t'xpense growth did not exceed increases inahue wf contracts written. In the short-term,
this ratio can be positively or negatively impachbgdour acquisitions, including such factors as tamg it takes us to fully implement our pre-
need sales programs and whether there are anyicipatéd costs. Over the long-term, we would explaistratio to slightly decline as many of
the expenses in this category are fixed in naftine.ratio of cemetery expenses to segment leveh@ee and at-need cemetery revenues was
26.7% during the year ended December 31, 2012rapa@d to 28.2% during 2011.

Selling expenses were $46.9 million during the yerated December 31, 2012, an increase of $1.6omiltir 3.5%, as compared to $45.3
million in 2011. The major components of the ovieeapense increase include $0.7 million in comnoissiand $0.3 million in salaries and
benefits, as well as a reduction in deferred slirpenses of $0.7 million, which were offset intjiy a decrease of $0.3 million in
advertising, telephone and telemarketing costs.ratie of selling expenses to cemetery revenues2wa$o for the year ended December 31,
2012 as compared to 27.4% during 2011. This ratiesgsome indication of how effectively the money mvest in selling efforts is translating
into sales. However, the majority of our sellingpemrses are directly related to sales commissioth®anuses, which would be directly related
to changes in the value of pre-need and at-neetams written. As a result, we would expect tlaisa to remain fairly consistent.

General and administrative expenses were $28.¢9omifluring the year ended December 31, 2012, sedserof $0.6 million, or 2.1%, as
compared to $29.5 million during 2011. The majamponents of the overall expense decrease inclucteases of $0.7 million in information
system related charges, $0.6 million in insurarastscand $0.1 million in professional fees, whidrevoffset in part by increases $0.4 million
in labor costs and $0.4 million in general officelaniscellaneous costs. General and administratipenses are expensed as incurred and ar
not deferred. Accordingly, from a margin standpginé most effective gauge of measuring generakandinistrative expenses is as a ratio of
segment level pre-need and at-need cemetery rese@banges in this ratio give an indication of abitity to manage and control our general
and administrative costs relative to our overathetery operations. An increase in the ratio indisdahat general and administrative percentag
expense increases related to our cemetery propetieded percent increases in the value of aistraitten, while a decrease in the ratio
indicates that expense growth on a percentage thiasimot exceed percentage increases in the véloentracts written. In the short-term, this
ratio can be positively or negatively impacted Iy acquisitions, including such factors as how ldrigkes us to fully implement our pre-need
sales programs and whether there are any unanédigasts. Over the long-term, we would expectréi® to slightly decrease as many of the
expenses in this category are fixed in nature.r@lie of general and administrative expenses tongag level pre-need and at-need cemetery
revenues was 13.9% during the year ended Decemb@032 as compared to 14.6% during 2011.

Total corporate overhead was $28.2 million durimg year ended December 31, 2012, an increase4h@Hion, or 18.5%, compared to
$23.8 million during 2011. The increase in totalpmwate overhead was primarily attributable to éases of $0.7 million in personnel costs,
$1.0 million in professional fees, $1.0 millionadvertising expenses, and $0.1 million in technplagd management information costs, with
the remainder attributable to various corporatecesps.

Depreciation and amortization was $9.4 million dgrthe year ended December 31, 2012, an incregk@ ®million, or 10.5%, as
compared to $8.5 million during the period lastry@de increase was primarily due to additionalrdejation and amortization from recent
acquisitions.

Funeral Home expenses were $28.7 million for ther yeded December 31, 2012, an increase of $5ldmibr 22.0%, compared to
$23.5 million during 2011. The increase in costd eaxpenses was primarily attributable to increa$é?.9 million in personnel expenses, $
million in facility costs, $0.9 million in mercharss costs, $0.2 million in advertising costs andL.$Aillion in vehicle costs.
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Acquisition related costs were $3.1 million for tyear ended December 31, 2012, a decrease of $lidhnor 32.2%, as compared to
$4.6 million during 2011. Acquisition related costslude legal fees and other third party costsiired in acquisition related activities. These
costs will vary from period to period dependingtba amount of acquisition activity that takes pldeer the years ended December 31, 2012
and 2011, acquisition related costs include leges$f net of recoveries, of $0.3 and $1.2 milliespectively, related to amounts paid to pursue
the recovery of misappropriation claims relateduo fourth quarter 2011 acquisition and secondtgu@010 acquisition, respectively.

Non-segment Allocated Results

Certain income statement amounts are not allodatedgment operations. These amounts are thosiédine that can be found on our
income statement below operating profit and abogere before income taxes.

The table below summarizes these items and thegelsdmetween the years ended December 31, 2012044d 2

Year ended December 31

2012 2011 Change ($ Change (%)

(in thousands)

(non-GAAP)
Expenses related to refinanci $ — $ 45: $ (459 -100.(%
Gain on acquisitiol 12z — 122 100.(%
Gain on sale of funeral hon — 92 (92 -100.(%
Gain on termination of operating agreem 1,735 — 1,735 100.(%
Early extinguishment of del — 4,01( (4,010 -100.(%
Interest expens 20,50: 19,19¢ 1,30¢ 6.8%
Income tax (benefit $(1,790 $(4,019 $ 2,22¢ -55.5%

During the year ended December 31, 2011, we indu#@5 million of expenses when we amended ouritcizdlities in January of 2011
and incurred an early extinguishment of debt chafdit.0 million related to a one-time make-whoterpium we paid in connection with the
early repayment of our $35.0 million in Class B &ldss C Senior Secured Notes.

During the year ended December 31, 2012, we rezedra gain of $1.7 million related to the termioatof an operating agreement. The
gain on acquisition relates to one of our secorattgn 2012 acquisitions. Refer to Note 14 of ourstdidated financial statements in “ltem 8”

of this Form 10-K for a more detailed discussion.

The gain on sale of a funeral home in 2011 relatdlse sale of one funeral home in West Virginiat thve sold for $0.1 million.

Interest expense has increased during the yeaddheleember 31, 2012 as compared to the same pasibgear. This increase is caused
by increased borrowings on our Credit Facility, efhare offset in part by a change in our debt mok @duced interest rates. Average amoun!
outstanding under our Credit Facility were $80.7iam and $15.9 million during the year ended Debem31, 2012 and 2011, respectively.
However, amendments that we made to our Creditifacave lowered our interest rate to a lower thtn what was in effect in the same
period last year. In addition, we had $35.0 millafrSenior Secured Notes which bore interest &%2utstanding at the beginning of 2011.

The Senior Secured Notes were repaid in Februa2pdf.

We had an income tax benefit of $1.8 million foe rear ended December 31, 2012, a decrease ofrfificdh, or 55.5%, compared to a
benefit of $4.0 million during 2011. The decreas¢hie income tax benefit is due to a decreasedsgxrlosses at our corporate subsidiaries
are subject to corporate tax. Further, in 2011eeermded a one-time income tax benefit of $0.9 anillielated to the reversal of uncertain tax

positions
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for which the statute of limitations had expired.addition, our effective tax rate differs from a@tatutory tax rate primarily because our legal
entity structure includes different tax filing €is, including a significant number of partnershiipat are not subject to paying tax.

Year Ended December 31, 2011 Compared to Year Endé&2kcember 31, 2010
Cemetery Operations—Southeast

In 2010 and 2011, we made several acquisitionsiirCemetery Operations—Southeast segment. Of "deggésitions, 2 occurred during
the second quarter of 2010, 3 during the first gwaof 2011, 6 during the third quarter of 2011d &during the fourth quarter of 2011.
Therefore, the results of operations for these gntgs have very little impact, and in some casesnpact, on the year ended December 31,
2010, but are included in the results of operatfonshe year ended December 31, 2011. These adsditire contributing to approximately half
of the increase in revenues and costs and expérsthés segment.

The table below compares the results of operafansur Cemetery Operations — Southeast for the geded December 31, 2011 as
compared to the year ended December 31, 2010:

Year ended December 31

2011 2010 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $113,75¢ $104,57¢ $ 9,18( 8.8%
Total costs and expens 82,67 73,76¢ 8,90¢ 12.1%
Segment operating pro $ 31,08! $ 30,817 $ 271 0.2%

Revenue

The increase in revenues was primarily relatechtoweerall increase in the value of contracts whittgith an increase of $3.6 million in
the value of pre-need contracts and an increa$é.@fmillion in the value of at-need contracts. &l& had an increase of $3.5 million in
income from our trusts.

Total costs and expenses

The increase in total costs and expenses, of wapphnoximately half is driven by acquisitions, wasrarily related to:
* A $1.2 million increase in cost of goods sold. This attributable to the corresponding increaghervalue of contracts writte

e A $3.0 million increase in selling expenses. Thaswrimarily attributable to an increase of $1.4iom in salary and benefit
expenses, $0.9 million in commission related expgred $0.5 million in advertising, telephone aldmarketing cost:

» A $2.6 million increase in cemetery expenses. Tiseciase was primarily due to increases of $1.lianilh labor costs, $0.9 millic
in repair and maintenance costs, $0.4 million ilitytand fuel costs and $0.1 million in real estééxes

e A $2.0 million increase in general and administtaxpenses. This was primarily due to an incred$6.7 in insurance costs, $(
in labor costs, $0.1 million in professional feesl 0.4 million in other general office and misaaktous cost:

* A $0.1 million increase in depreciatic
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Cemetery Operations—Northeast

The table below compares the results of operafimnsur Cemetery Operations—Northeast for the yeated December 31, 2011 as
compared to the year ended December 31, 2010:

Year ended December 31

2011 2010 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $57,26: $56,74¢ $ 51¢ 0.S%
Total costs and expens 39,94 40,01: (68) -0.2%
Segment operating pro $17,32( $16,73: $ 587 3.5%

Revenue

On an overall basis, we had a decrease in the wélcentracts written, with an increase of $0.6lionl in the value of at-need contracts
being offset by a decrease of $1.2 million in th&se of pre-need contracts. This decrease wast @iysan increase of $2.1 million in income
from our trusts. Further, in 2010 we had non-reongrother income of $0.8 million related to theesaf assets.

Total costs and expenses

The overall decrease in total costs and expenssprimarily related to:
* A $1.3 million decrease in cost of goods sold. Mws attributable to the corresponding decreasieeivalue of contracts writte

» A 3$0.3 million increase in selling expenses. Thaswrimarily attributable to an increase in adgerg, telephone and telemarket
costs.

» A 3$0.5 million increase in cemetery expenses. Tigesiase was primarily due to increases of $0.4anilh labor costs and $0.1
million in utility and fuel costs

* A $0.3 million increase in general and administagxpenses primarily due to an increase in ingerand other general office and
miscellaneous cost

* A $0.1 million increase in depreciatic

Cemetery Operations—West

In 2010 and 2011, we made several acquisitionsiirCemetery Operations—West segment. Of these sitiqus, 9 occurred at the end
of the first quarter of 2010, 6 at the end of theand quarter of 2010, 3 during the third quarfetGi0, 1 during the fourth quarter of 2010 and
3 occurred during the second quarter of 2011. Toerethe results of operations for these propetigve less of an impact, and in some case:
little or no impact, on the year ended December2810, but are included in the results of operatioithe year ended December 31, 2011.
These additions are contributing the majority & iicreases to revenues and costs and expenshsfsegment.
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The table below compares the results of operafimnsur Cemetery Operations—West for the year eridecember 31, 2011 to the year
ended December 31, 2010:

Year ended December 31

2011 2010 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $78,45¢ $60,52¢ $17,93¢ 29.6%
Total costs and expens 52,99. 39,63 13,35¢ 33.71%
Segment operating pro $25,46¢ $20,89: $ 4,57¢ 21.%%

Revenue

The increase in revenues was primarily relatechtmerease of $7.3 million in the value of pre-needtracts written, an increase of $5.4
million in the value of at-need contracts writterdan increase of $4.8 million in income from aquists.

Total costs and expenses

The increase in total costs and expenses, whighvien by our recent acquisitions, was primariliated to:
* A $1.4 million increase in the cost of goods sdldis was attributable to the corresponding incréaslee value of contracts writte

* A $2.9 million increase in selling expenses. Theaéase was primarily due to increases of $1.4anilih commissions, $0.9 millic
in labor costs and $0.4 million in advertisingeg@hone and telemarketing co:

» A $5.2 million increase in cemetery expenses. Thissisted of a $2.8 million increase in labor cost$1.0 million increase in
repair and maintenance costs, a $0.6 million irezea utility and fuel related costs and a $0.7iamlincrease in real estate tax

* A $2.7 million increase in general and administ@gxpenses. The increase was primarily due teases of $1.2 million in labor
costs, $0.9 million in insurance costs, $0.3 millio professional fees and $0.3 million in otheng@l office and miscellaneous
costs.

* A $1.1 million increase in depreciatic

Funeral Home Segment

In 2010 and 2011, we acquired several funeral ho@Ethese acquisitions, 5 occurred during the séauarter of 2010, 1 during the
fourth quarter of 2010, 4 during the second quat®011, 4 during the third quarter of 2011 anstdurred during the fourth quarter of 2011.
Therefore, the results of operations for these gntigs have less of an impact, and in some catlesoi no impact, on the year ended
December 31, 2010, but are included in the resdiltperations of the year ended December 31, 2ZDdse additions are contributing the
entire increase to revenues and almost all ofrtheeases to costs and expenses for this segment.
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The table below compares the results of operafimnsur Funeral Home segment for the year endecdéer 31, 2011 to the year ent
December 31, 2010:

Year ended December 31

2011 2010 Change ($ Change (%)
(in thousands)
(non-GAAP)
Total revenue: $31,16: $25,54¢ $ 5,617 22.(%
Total costs and expens 25,15! 21,59: 3,56( 16.5%
Segment operating pro $ 6,012 $ 3,95t $ 2,057 52.(%

Revenue

The increase in revenues was primarily attributéble $2.2 million increase in at-need revenuék?.8& million increase in pre-need
revenues and a $0.9 million increase in other regen

Total costs and expenses

The increase in total costs and expenses was piyragtributable to increases of $2.0 million inrpennel expenses, $0.8 million in
facility costs, and $0.5 million in merchandisetsosvith the remainder attributable to various éases in other general expense categories.

Corporate Segment
The table below details expenses incurred by thp@ate segment for the year ended December 31, &0d December 31, 2010:

Year ended December 31

2011 2010 Change ($ Change (%)

(in thousands)

(non-GAAP)
Selling, cemetery and general and administratiyenge: $ 83: $ 61¢ $ 21: 34.4%
Depreciation and amortizatic 2,127 3,80¢ (1,677 -44.1%
Acquisition related cost 4,60¢ 5,71t (1,110 -19.4&%
Corporate expenst
Corporate personnel expen: 11,58( 12,57¢ (995) -7.%%
Other corporate expens 12,18¢ 11,80 382 3.2%
Total corporate overhe 23,76¢ 24,37¢ (613 -2.5%
Total corporate expens $31,32¢ $34,51° $ (3,189 -9.2%

Selling, cemetery and general administrative expeaslocated to the Corporate segment were $0l®mfbr the year ended
December 31, 2011, an increase of $0.2 millior8%4%, compared to $0.6 million for the year enBedember 31, 2010. The increase is
primarily related to a $0.1 million increase fonew sales training program started in the curreat and an increase of $0.1 million in
personnel expenses.

Depreciation and amortization was $2.1 million dgrthe year ended December 31, 2011, a decre&de7million, or 44.1%, as
compared to $3.8 million during the same periotiyasr. The decrease was due to a decrease iniagdotieferred financing fees.

Acquisition related costs were $4.6 million for tyear ended December 31, 2011, a decrease of $lidnpor 19.4%, as compared to
$5.7 million during 2010. Acquisition related costslude legal fees and
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other third party costs incurred in acquisitioratetl activities. These costs will vary from periogeriod depending on the amount of
acquisition activity that takes place. For the gearded December 31, 2011 and 2010, acquisitiaterktosts include legal fees net of
recoveries, of $1.2 million and $0.4 million, respreely, related to amounts paid to pursue the vegoof misappropriation claims related to
our second quarter 2010 acquisition.

Total corporate overhead was $23.8 million foryhar ended December 31, 2011, a decrease of $0iénmar 2.5% compared to $24.4
million during 2010. The overall decrease coni$ta decrease of $1.0 million in personnel costsebby an increase of $0.4 million in non-
personnel expenses. The decrease in personneldelgpenses was primarily attributable to a deere&$1.8 million in bonus expenses, wt
were zero in 2011, offset by increased labor cdste.increase in other corporate expenses wabiatthle to increases of $0.5 million in
professional fees and $0.2 million in technology amnagement information costs, offset by a deeref$0.4 million in general office costs
and corporate expenses.

Reconciliation of Segment Results of Operations t6onsolidated Results of Operations

As discussed in the segment sections of this Managgs Discussion and Analysis of Financial Comditand Results of Operations,
cemetery revenues and their associated costs adeemt the segment level are not deferred unti sime that we satisfy the delivery criteria
for revenue recognition.

Periodic consolidated revenues reflect the amofittttal merchandise and services which were dedgdeturing the period. Accordingly,
period over period changes to revenues can be teghay:

» Changes in the value of contracts written and atkegnues generated during a period that are detivia their period of origin and
are recognized as revenue and not deferred ag einith of their period of originatio

» Changes in merchandise and services that are celiciiring a period that had been originated duaipgior period
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The table below analyzes results of operationst@@hanges therein for the year ended Decemb&031, compared to the year ended
December 31, 2010. The table is structured sooilwateaders can determine whether changes werd bpsa changes in the level of
merchandise and services and other revenues getiehating each period and/or changes in the timmfnghen merchandise and services were
delivered. During 2010 we acquired 22 cemeteries@afuneral homes. During 2011 we acquired andtiiezemeteries and 12 funeral homes.
The results of operations for these properties lesgof an impact, and in some cases little dmpact, on the year ended December 31, 2
but are included in the results of operations fieryear ended December 31, 2011. These additiensoatributing the majority of the increases
to revenues and costs and expenses in the talole:bel

Year ended Year ended
December 31, 201 December 31, 201
(in thousands) (in thousands)
Segment Segment
Results Results Change in
(non- GAAP GAAP (non- GAAP GAAP GAAP results Change in
GAAP) Adjustments Results GAAP) Adjustments Results ($) GAAP results (%)
Revenue:
Pre-need cemetery
revenue $122,78¢ $ (31,73) $ 91,05« $113,18. $ (34,089 $ 79,090 $ 11,96( 15.1%
At-need cemetery
revenue 79,50! (5,147 74,36( 71,76¢ (6,747) 65,02: 9,33¢ 14.4%
Investment income from
trusts 38,94 (15,399 23,54« 28,51 (10,13¢) 18,37¢ 5,16¢ 28.1%
Interest incom: 5,86¢ — 5,86¢ 5,64¢ — 5,64¢ 21t 3.8%
Funeral home revenu 31,16: (759 30,40« 25,54¢ — 25,54¢ 4,85¢ 19.(%
Other cemetery revenu 2,38( 782 3,16z 2,741 86( 3,60 (44%) -12.%%
Total revenue 280,64( (52,257 228,38t 247,40( (50,109 197,29. 31,09¢ 15.8%
Costs and expens
Cost of goods sol 31,154 (5,039 26,11t 29,86¢ (6,336 23,52¢ 2,58¢ 11.(%
Cemetery expens 57,14¢ — 57,14¢ 48,78¢ — 48,78¢ 8,361 17.1%
Selling expens 53,78¢ (8,499 45,29: 47,40( (9,155 38,24: 7,04¢ 18.4%
General and
administrative expen: 29,547 3 29,54« 24,59 — 24,59 4,95 20.1%
Corporate overhee 23,76¢ — 23,76¢ 24,37¢ — 24,37¢ (613) -2.5%
Depreciation and
amortization 8,53¢ — 8,53¢ 8,84t — 8,84t (311 -3.5%
Funeral home expen: 23,55¢ — 23,55¢ 19,93} — 19,93: 3,617 18.1%
Acquisition related cost 4,604 — 4,604 5,71¢ — 5,71¢ (1,11)) -19.4%
Total costs and expens 232,08t (13,539 218,55: 209,51¢ (15,497) 194,02! 24,52¢ 12.€%
Operating profit $ 4855 $(38,71) $ 983¢F $37,88 $(3461) $ 3260 $  6,56¢ 201.(%
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Revenue

Pre-need cemetery revenues were $91.1 milliorhyear ended December 31, 2011, an increase d $iiion, or 15.1%, as
compared to $79.1 million during 2010. The increass primarily caused by an increase of $9.6 mmlliothe value of cemetery contracts
written and a decrease of $2.4 million in defeme¢eenue.

At-need cemetery revenues were $74.3 million ferytear ended December 31, 2011, an increase ofi$iBién, or 14.4%, as compared
to $65.0 million during 2010. The increase was prity caused by an increase of $7.7 million in th&ie of cemetery contracts written and a
decrease of $1.6 million in deferred revenue.

The increase in the value of pre-need and at-neetlacts was primarily driven by our Cemetery Opiers—\West segment, and to a
lesser extent by our Cemetery Operations—Soutlsegshent. We had numerous acquisitions in theseesgigrim 2010 and 2011 and the
results of operations for these acquired cemetarieéncluded in the year ended December 31, 2Qitlhave less of an impact, and in some
cases little or no impact, on the year ended Deee@b, 2010.

Investment income from trusts was $23.5 milliontfoe year ended December 31, 2011, an increase hdillion, or 28.1%, as
compared to $18.3 million during 2010. On a segnhasts, we had an increase of $10.4 million, whiels offset by an adjustment of $5.2
million related to funds for which we have not rtteg requirements that would allow us to recogrimsr as revenue.

Interest income on accounts receivable was $5./8omilor the year ended December 31, 2011, an asgef $0.2 million, or 3.8%, as
compared to $5.7 million during 2010.

Revenues for the Funeral Home segment were $30idmfor the year ended December 31, 2011, are@mse of $4.9 million, or 19.0%,
compared to $25.5 million during 2010. The increass primarily attributable to the acquisitiondaferal homes we made during 2010 and
2011.

Other cemetery revenues include miscellaneous iteatsare not grouped with our cemetery mercharafiseservices. Other cemetery
revenues were $3.2 million for the year ended Déuggr31, 2011, a decrease of $0.4 million, or 12.8%compared to $3.6 million during
2010. The decrease was primarily related to noofregy other income of $0.8 million related to tede of assets that occurred in 2010, offset
by other miscellaneous increases of $0.4 million.

Costs and Expenses

Cost of goods sold were $26.1 million for the yeaded December 31, 2011, an increase of $2.6 miin11.0%, as compared to $23.5
million in 2010. The ratio of cost of goods soldpi@-need and at-need cemetery revenues remailagisialy consistent as it slightly decreased
to 15.8% for the year ended December 31, 2011 mpared to 16.3% during 2010. The change in the mtmarily relates to changes in
product mix.

Cemetery expenses were $57.2 million during the gaded December 31, 2011, an increase of $8.ilbmitbr 17.1%, compared to
$48.8 million during 2010. The major componentshef overall expense increase were $4.3 milliobol costs, $1.1 million in utility and
fuel cost, $1.9 million in repairs and maintenaagpenditures and $0.8 in real estate taxes. Ceynexpenses relate to the current costs of
managing and maintaining our cemetery propertibes& costs are expensed as incurred and are eotedkfAccordingly, from a margin
standpoint, the most effective gauge of measurémgetery expenses is as a ratio of segment leveigerd and at-need cemetery revenues.
Changes in this ratio give an indication of oudigbto manage and control our operating coststiradato our overall cemetery operations. An
increase in the ratio indicates that expense ise®eelated to the operation and maintenance afesaetery properties exceeded increases in
the value of contracts written, while a decreasihénratio indicates that expense growth did not
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exceed increases in the value of contracts writtethe short-term, this ratio can be positivelynegatively impacted by our acquisitions,
including such factors as how long it takes uaitty fimplement our pre-need sales programs andlvenghere are any unanticipated costs.
Over the long-term, we would expect this ratiolightly decline as many of the expenses in thiegaty are fixed in nature. The ratio of
cemetery expenses to segment level pre-need argbdteemetery revenues was 28.2% during the yeadddecember 31, 2011 as comparec
to 26.4% during 2010.

Selling expenses were $45.3 million during the yerated December 31, 2011, an increase of $7.0omiltir 18.4%, as compared to
$38.3 million in 2010. The major components of tverall expense increase include $2.3 million imogssions, $2.4 million in salaries and
benefits, $1.2 million in advertising, telephonel aelemarketing costs and $0.1 million related teee sales training program started in the
current year as well as a reduction in deferrelihgetxpenses of $0.7 million. The ratio of selliegpenses to cemetery revenues increased tc
27.4% for the year ended December 31, 2011 as aexhpa 26.5% during 2010. This ratio gives somécitibn of how effectively the money
we invest in selling efforts is translating intdesa However, the majority of our selling expenaessales commissions and bonuses which ar
based on a percentage of the value of actual cistwaitten. As a result, we would expect thisadti remain fairly consistent.

General and administrative expenses were $29.fomiluring the year ended December 31, 2011, aease of $4.9 million, or 20.1%,
as compared to $24.6 million during 2010. The ma@mnponents of the overall expense increase incéddg million in labor costs, $1.8
million in insurance costs, and $0.3 million in f@ssional fees, with the remaining increase attable to general office and miscellaneous
costs. General and administrative expenses arensggeas incurred and are not deferred. Accordirfiglyn a margin standpoint, the most
effective gauge of measuring general and admitiigér@xpenses is as a ratio of segment level peelaed at-need cemetery revenues.
Changes in this ratio give an indication of oudiabto manage and control our general and admitis®e costs relative to our overall cemetery
operations. An increase in the ratio indicates ¢fesieral and administrative percentage expenseases related to our cemetery properties
exceeded percent increases in the value of costvadten, while a decrease in the ratio indicdled expense growth on a percentage basis d
not exceed percentage increases in the value tfacts written. In the short-term, this ratio canpwsitively or negatively impacted by our
acquisitions, including such factors as how longles us to fully implement our pre-need salegianms and whether there are any
unanticipated costs. Over the long-term, we woulfaket this ratio to slightly decrease as many efdkpenses in this category are fixed in
nature. The ratio of general and administrativeeeses to segment level pre-need and at-need cgmetenues increased to 14.6% during the
year ended December 31, 2011 as compared to 13188g®010.

Total corporate overhead was $23.8 million durimg year ended December 31, 2011, a decrease ofrlidh, or 2.5%, compared to
$24.4 million during 2010. The overall decreasesisis of a decrease of $1.0 million in personnstzoffset by an increase of $0.4 million in
non-personnel expenses. The decrease in persafaield expenses was primarily attributable to aedse of $1.8 million in bonus expenses,
which were zero in 2011, offset by increased lalmsts. The increase in other corporate expensestivdmitable to increases of $0.5 millior
professional fees and $0.2 million in technology amnagement information costs, offset by a deere&$0.4 million in general office costs
and corporate expenses.

Depreciation and amortization was $8.5 million dgrthe year ended December 31, 2011, a decre&million, or 3.5%, as
compared to $8.8 million during the same periotiyasr. The overall decrease was due to a decieaseortized deferred financing fees,
which is partially offset by increased depreciatéom amortization from tangible and intangible tsaequired in our 2010 and 2011
acquisitions.

Funeral Home expenses were $23.5 million for tre yaded December 31, 2011, an increase of $3li@mior 18.1%, compared to
$19.9 million during 2010. The increase was pritgaattributable to increases of $2.0 million in gennel expenses, $0.8 million in facility
costs and $0.5 million in merchandise costs, withremainder attributable to various increaseshrrageneral expense categories.
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Acquisition related costs were $4.6 million for tyear ended December 31, 2011, a decrease of $lidnpor 19.4%, as compared to
$5.7 million during 2010. Acquisition related costslude legal fees and other third party costsiired in acquisition related activities. These
costs will vary from period to period dependingtba amount of acquisition activity that takes pldeer the years ended December 31, 2011
and 2010, acquisition related costs include legas et of recoveries, of $1.2 million and $0.4iani| respectively, related to amounts paid to
pursue the recovery of misappropriation claimsteeldo our second quarter 2010 acquisition.

Non-segment Allocated Results

As previously mentioned, certain income statemeardunts are not allocated to segment operationseramounts are those line items
that can be found on our income statement belowadipg profit and above income before income taxes.

The table below summarizes these items and thegelsdmetween the years ended December 31, 2011040d 2

Year ended December 31

2011 2010 Change ($ Change (%)

(in thousands)

(non-GAAP)
Expenses related to refinanci $ 45¢ $ — $ 45: 100.(%
Gain on acquisitiol — 7,15z (7,152 -100.(%
Gain on sale of funeral hon 92 — 92 100.(%
Early extinguishment of del 4,01( — 4,01( 100.(%
Increase (decrease) in fair value of interest satep — 4,72¢ (4,729 -100.(%
Interest expens 19,19¢ 21,97 (2,775 -12.€%
Income tax (benefit $(4,019 $(5,387) $ 1,36¢ -25.2%

The expenses related to refinancing for the yede@émecember 31, 2011 were incurred when we amesutectedit facilities in January
of 2011.

The gain on acquisition relates to our first andditiquarter 2010 acquisitions. Refer to Note 14wf consolidated financial statements in
“Item 8" of this Form 10-K for a more detailed dission.

The gain on sale of a funeral home relates todleaf one funeral home in West Virginia that widor $0.1 million.

The early extinguishment of debt charge of $4.0ionilrelates to a one-time make-whole premium wid paconnection with the early
repayment of our $35.0 million in Class B and Cl@sSenior Secured Notes.

We entered into two interest rate swaps duringdaheth quarter of 2009. In October of 2010, whes sivaps were in a favorable position
to us, we elected to early terminate our interatst swap agreements. As a result, we receivedragrayof approximately $2.0 million at the
time the agreement was settled. This payment cadbivith the reversal of the preceding year's irderate swap liability created the prior

year gain of $4.7 million

Interest expense decreased as a result of ourgddiebt. Borrowings on our credit facilities halefuated and have been impacted by
borrowings we made for acquisitions and repaymehb®rrowings using proceeds from follow-on puldfterings. The average debt
outstanding under our credit facilities was $15iBion for year ended December 31, 2011 compares&0 million for the year ended

December 31,
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2010. We also had $35.0 million of Senior Securetel outstanding at December 31, 2010. The Seemur€d Notes, along with all amounts
outstanding on our credit facilities were repaidrgbruary of 2011. We did not have any borrowinguoncredit facilities from this point
through the end of May 2011. From May of 2011 tiglothe end of the year, we have borrowed additianadunts on our credit facilities and
we had $33.0 million and $10.8 million outstandorgour revolving and acquisition credit facilitieespectively, at December 31, 2011. In
addition, the decrease in interest expense foye¢he ended December 31, 2011 was partially offgénterest rate swaps that reduced our
interest payments and expense by approximately$ilidn. The interest rate swaps were terminatetburth quarter of 2010.

Income tax benefit was $4.0 million for the yeadeth December 31, 2011, a decrease of $1.4 mitho#5.3%, as compared to $5.4
million during 2010. The decrease in the incomeltaxefit is due to a decrease in pre-tax lossearatorporate subsidiaries that are subject tc
corporate tax, offset in part by the recording 029 million income tax benefit related to theamal of uncertain tax positions for which the
statute of limitations had expired. In additionr effective tax rate differs from our statutory tae primarily because our legal entity structur
includes different tax filing entities, includingsagnificant number of partnerships that are nbfext to paying tax.

Liquidity and Capital Resources
Overview

Our primary shorterm liquidity needs are to fund general workingita requirements, repay our debt obligationsyiserour debt, mal
routine maintenance capital improvements and pstyillutions. We will need additional liquidity t@estruct mausoleum and lawn crypts on
the grounds of our cemetery properties.

Our primary sources of liquidity are cash flow fraperations and amounts available under our CFedillity as described below. In the
past, we have been able to increase our liquitiityugh long-term bank borrowings and the issuafieglditional common units and other
partnership securities, including debt, subje¢htorestrictions in our Credit Facility and under senior secured notes.

We believe that cash generated from operation®antorrowing capacity under our Credit Facilityqieh is discussed below, will be
sufficient to meet our working capital requiremeasswell as our anticipated capital expenditurestfe foreseeable future.

In addition to macroeconomic conditions, our apitd satisfy our debt service obligations, fundnpled capital expenditures, make
acquisitions and pay distributions to partners délpend upon our future operating performance.dperating performance is primarily
dependent on the sales volume of customer contthetgost of purchasing cemetery merchandisentbdtave sold, the amount of funds
withdrawn from merchandise trusts and perpetua traists and the timing and amount of collectiom®or pre-need installment contracts.

Offerings of Common Units

On February 9, 2011, we completed a followpublic offering of 3,756,155 common units, irdihg an option to purchase up to 731,
common units to cover over-allotments which wag&sed in full by the underwriters, at a price @85 per unit, representing a 19.4%
interest in us. Total gross proceeds from thesesaetions were approximately $109.9 million, befoifering costs and underwriting discounts.
Net proceeds of the offering, including the relatagital contribution of our general partner, afteducting underwriting discounts and offel
expenses, were approximately $105.5 million. Ag pathis transaction, selling unitholders alsadsb|849,366 common units. We did not
receive any of the proceeds generated by the $aleyaunits held by the selling unitholders.
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Long-term Debt
Purchase Agreeme

On November 18, 2009, we entered into a Purchaseefvtent (the “Purchase Agreement”) by and amongeBtor Operating LLC (the
“Operating Company”), Cornerstone Family ServicEgv/est Virginia Subsidiary, Inc. (“CFS West Virgai), Osiris Holding of Maryland
Subsidiary, Inc. (*Osiris”), the Partnership, thibsidiary guarantors named in the Purchase Agreeftugether with us, the “Note
Guarantors”) and Bank of America Securities LLCAS'), acting on behalf of itself and as the reprgave for the other initial purchasers
named in the Purchase Agreement (collectivelylinigal Purchasers”). Pursuant to the Purchaseeggrent, the Operating Company, CFS
West Virginia and Osiris (collectively, the “Issg&r, each our whollyewned subsidiary, as joint and several obligorseedj to sell to the Initi
Purchasers $150.0 million aggregate principal arhoftih0.25% Senior Notes due 2017 (the “Senior Bl9tavith an original issue discount of
approximately $4.0 million, in a private placemerempt from the registration requirements undeiStbeurities Act of 1933, as amended (the
“Securities Act”), for resale by the Initial Purcgas (i) to qualified institutional buyers pursutmRule 144A under the Securities Act or
(i) outside the United States to non-U.S. perdormompliance with Regulation S under the Secwifiet (the “Notes Offering”). The Notes
Offering closed on November 24, 2009.

The Purchase Agreement contains customary repeggnsTd and warranties of the parties and indenatific and contribution provisions
under which we, the Issuers, and other Note Guarsntn one hand, and the Initial Purchasers, emther, have agreed to indemnify each
other against certain liabilities, including lidhés under the Securities Act. The Issuers, usthadther Note Guarantors also agreed to enter
into a Registration Rights Agreement (describedwgfor the benefit of holders of the Senior Notes.

Indenture
On November 24, 2009, the Issuers, we and the dibtr Guarantors, entered into an indenture (thééhture”), among the Issuers, us,
the other Note Guarantors and Wilmington Trust F&Btrustee (the “Trustee”) governing the Seniotello

The Issuers will pay 10.25% interest per annumherprincipal amount of the Senior Notes, payableash semi-annually in arrears on
June 1 and December 1 of each year, starting aa Ju2010. The Senior Notes mature on Decembed1T;,.2

The Senior Notes are senior unsecured obligatibtieedssuers and:
» rank equally in right of payment with all existiagd future senior unsecured debt of the Issi
» rank senior in right of payment to all existing datlire senior subordinated and subordinated detbteolssuers

« are effectively subordinated in right of paymeneiasting and future secured debt of the Issuerthd extent of the value of the
assets securing such debt;

» are structurally subordinated to all of the exigtamd future liabilities of each subsidiary of thsuers that does not guarantee the
Senior Notes

The Issuers’ obligations under the Senior Notesthadndenture are jointly and severally guaranigeel “Note Guarantees”) by us and
each subsidiary, other than the Issuers, thayisasantor of any indebtedness under the Creditékgent (as defined below), or is a borrower
under the Credit Agreement and each other subgithat the Issuers shall otherwise cause to be@heate Guarantor pursuant to the term
the Indenture (each, a “Restricted Subsidiary”).
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At any time on or after December 1, 2013, the Issua their option, may redeem the Senior NotesjHole or in part, at the redemption
prices (expressed as percentages of the prinaipaliat) set forth below, together with accrued anplaid interest, if any, to the redemption
date, if redeemed during the 12-month period beginBecember 1 of the years indicated:

Optional
Year Redemption Price
2013 105.12'%
2014 102.56%
2015 and thereaftt 10C%

At any time prior to December 1, 2013, the Issueay, on one or more occasions, redeem all or artjopaf the Senior Notes, upon r
less than 30 nor more than 60 days’ notice, alamption price equal to 100% of the principal amairthe Senior Notes redeemed, plus the
Applicable Premium (as defined in the Indenturedfathe date of redemption, including accrued amglaid interest to the redemption date.

Subject to certain exceptions, upon the occurrefieeChange of Control (as defined in the Indentwgach holder of Senior Notes will
have the right to require the Issuers to purchaaeholder's Senior Notes for a cash price equabtts of the principal amounts to be
purchased, plus accrued and unpaid interest tdatesof purchase.

The Indenture requires us, the Issuers and/or tie Suarantors, as applicable, to comply with waicovenants including, but not
limited to, covenants that, subject to certain gxioas, limit our and our subsidiaries’ ability @i incur additional indebtedness; (ii) make
certain dividends, distributions, redemptions aestments; (iii) enter into certain transactionthveffiliates; (iv) create, incur, assume or
permit to exist certain liens against their asq@lstnake certain sales of their assets; and (age in certain mergers, consolidations or sale:
of all or substantially all of their assets. Thednture also contains various affirmative coveneegarding, among other things, delivery of
certain reports filed with the SEC and materiatpiieed pursuant to Rule 144A under the Securitietsté holders of the Senior Notes and
joinder of future subsidiaries as Note Guarantorden the Indenture. We were in compliance wittcallenants at December 31, 20

Events of default under the Indenture that coulBjexct to certain conditions, cause all amountsigwinder the Senior Notes to become
immediately due and payable include, but are maitéid to, the following:

1. failure by the Issuers to pay interest on anthefSenior Notes when it becomes due and thereaice of any such failure for 30
days;

2. failure by the Issuers to pay the principal og af the Senior Notes when it becomes due andipayahether at stated maturity,
upon redemption, upon purchase, upon acceleratiotherwise

3. the Issuers’ failure to comply with the agreetaemd covenants relating to limitations on entgiimo certain mergers,
consolidations or sales of all or substantiallyodiltheir assets or in respect of their obligatiompurchase the Senior Notes in
connection with a Change of Contr

4. failure by us or the Issuers to comply with anyestagreement or covenant in the Indenture anddhtrziance of this failure for ¢
days after notice of the failure has been givenstby the Trustee or holders of at least 25% oatigregate principal amount of the
Senior Notes then outstandir

5.  failure by us to comply with our covenant toided certain reports and the continuance of sutréato comply for a period of 120
days after written notice thereof has been givemstby the Trustee or by the holders of at lea%t #baggregate principal amount
of the Senior Notes then outstandi

6. certain defaults under mortgages, indenturedhar instruments or agreements under which therebm issued or by which there
may be secured or evidenced our indebtedness ebtiedness of any Restricted Subsidiary, whethdr mugtebtedness now exists
is incurred after the date of the Indentt
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7.  certain judgments or orders that exceed $7.Eomifor the payment of money have been entered byurt of competent
jurisdiction against us or any Restricted Subsjdard such judgments have not been satisfied, dtaymulled or rescinded with
60 days of being entere

certain events of bankruptcy of us, StoneMor GP Lo@ general partner (tI* General Partn”), or any Restricted Subsidiary;

other than in accordance with the terms of theeNGuarantee and the Indenture, any Note Guaraateseng to be in full force and
effect, being declared null and void and unenfdstegound to be invalid or any Guarantor denyitsdiability under its Note
Guarantee

Registration Rights Agreeme

In connection with the sale of the Senior NotesNowember 24, 2009, the Issuers, we, the other Sagrantors and BAS, as
representative of the Initial Purchasers, entememla Registration Rights Agreement (the “RegigiraRights Agreement”), pursuant to which
the Issuers, we and the other Note Guarantorsedgfer the benefit of the holders of the Seniotddpto use their commercially reasonable
efforts to file a registration statement with tHeCSwith respect to a registered offer to exchahgeSenior Notes for new “exchange” notes
having terms substantially identical in all materéspects to the Senior Notes, with certain exoaept(the “Exchange Offer”). The Issuers, us
and the other Note Guarantors, agreed to usedbeimercially reasonable efforts to consummate &xcnange Offer on or before the 366-th
day after the issuance of the Senior Notes.

In addition, upon the occurrence of certain evedetcribed in the Registration Rights Agreement tvingsult in the inability to
consummate the Exchange Offer, the Issuers, wehenother Note Guarantors, agreed to file a skegjiftration statement with the SEC
covering resales of the Senior Notes and to usedbmmercially reasonable efforts to cause suelf shgistration statement to be declared
effective.

The Issuers are required to pay additional intareite holders of the Senior Notes under certaoumstances if they fail to comply wi
their obligations under the Registration Rights égnent. In October of 2010, we complied with thenteof the registration rights agreement.

Note Purchase Agreemel

On August 15, 2007, we entered into, along withGeseral Partner and certain of our subsidiar@slegctively, the “Note Issuers”) the
Amended and Restated Note Purchase AgreementNfRA): The NPA was amended seven times prior toalgn2s, 2011 to, among other
things, amend borrowing levels, interest ratesunitgtdates and covenants. On January 28, 201 linacwhnection with our February 2011
follow-on public offering of common units, we ergdrinto an additional amendment to our credit agere. This amendment included the
lenders’ consent to the use of a portion of thegeds from the public offering of common unitsedaem in full the outstanding $17.5 million
of Series B Notes and $17.5 million of Series Cdsaind to pay an aggregate make-whole premium.6frfidlion related thereto, which
represented our final obligations outstanding urtideMNPA.

Credit Facility

On August 15, 2007, we, the General Partner, am®@tberating Company and various subsidiaries oOherating Company
(collectively, the “Borrowers”), entered into an Anded and Restated Credit Agreement (the “Origimatiit Agreement”) with Bank of
America, N.A. (“Bank of America”), other lendersidaBAS (collectively, the “Lenders”). The Origin@tedit Agreement provided for both an
acquisition credit facility (the “Acquisition Credtacility”) and a revolving credit facility (theRevolving Credit Facility”). Capitalized terms
which are not defined in the following descriptisimall have the same meaning assigned to such terms Original Credit Agreement, as
amended.
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The Original Credit Agreement initially providedath (1) the Acquisition Credit Facility would hagemaximum principal amount of
$40.0 million (with an option to increase such fiacby an additional $15.0 million on an uncomradtbasis) and the term of 5 years, and
(2) the Revolving Credit Facility would have a nmaxim principal amount of $25.0 million (with an apiito increase such facility by up to
$10.0 million on an uncommitted basis) and a teffd years. Amounts borrowed under the Acquisitioedt Facility and repaid or prepaid
could not be reborrowed and amounts borrowed uttgeRevolving Credit Facility and repaid or prepdiding the term could be reborrowed.
In addition, Bank of America agreed to providetie borrowers swing line loans (“Swing Line Loansi})h a maximum limit of $5.0 million,
which is a part of the Revolving Credit Facilityodns outstanding under the Acquisition Credit Rgaind the Revolving Credit Facility bore
interest at rates set forth in the Credit Agreemehich were subsequently amended as described/belo

The Original Credit Agreement was amended six tiprés to September 22, 2010 to, among other thiagend borrowing levels,
interest rates and covenants. On September 22, 20@0urrently with the closing of the common uwifering from which we used $22.5
million of net proceeds to prepay amounts on thguigition Credit Facility and used $14.5 millionrgét proceeds to pay down amounts on th
Revolving Credit Facility, we entered into the SetveAmendment to the Original Credit Agreementaimong other things, reinstate the
amount available on the Acquisition Credit Facititya total of $55.0 million and reinstate the amtcavailable on the Revolving Credit Faci
to $45.0 million.

On January 28, 2011, and in connection with ourdraty 2011 follow-on public offering of common witve entered into the Eighth
Amendment to the Original Credit Agreement whialnoag other things, extended the Maturity Date flangust 15, 2012 to January 29,
2016, changed the limit on Maintenance Capital Bxliteres and reduced the applicable margins fan efiq(i) Eurodollar Rate Loans and
Letter of Credit Fees and (ii) Base Rate Loans®¥b&sis points, resulting in Pricing Level 3 of thgplicable Rate (the currently applicable
pricing level) of 3.75% and 2.75%, respectivelyeTHighth Amendment to the Original Credit Agreenmedab increased the Lendeegjgregat
commitments by $10.0 million under each of the Asiiion Credit Facility and the Revolving Creditdiéy, resulting in an Acquisition Crec
Facility of $65.0 million and a Revolving Creditdity of $55.0 million.

On April 29, 2011, we entered into the Second Aneehaihd Restated Credit Agreement (the “Credit Ageyg”) among the Operating
Company as the Borrower, each of the subsidiafifseoOperating Company as additional Borrowers,@eneral Partner and the Company a
Guarantors, the Lenders identified therein, andkB#rAmerica, N.A., as Administrative Agent, Swihie Lender and L/C Issuer. The terms
of the Credit Agreement were substantially the samthe terms of the Original Credit Agreement. phimary purpose of entering into the
Credit Agreement was to consolidate the amendnternite Original Credit Agreement and to update atéd references. The terms of the
Credit Agreement are set forth below. Capitalizztns which are not defined in the following destoip shall have the meaning assigned to
such terms in the Credit Agreement.

The Credit Agreement provided for both an AcquisitCredit Facility of $65.0 million and a Revolvid@yedit Facility of $55.0 million,
(together, the “Credit Facility”). Amounts borroweduld be either Base Rate Loans or Eurodollar Raéss and once repaid or prepaid,
amounts under the Acquisition Credit Facility countat be reborrowed. Depending on the type of lban;owings bore interest at the Base F
or Eurodollar Rate, plus applicable margins randiogn 1.75% to 2.75% and 2.75% to 3.75%, respelgtiviepending on the Company’s
Consolidated Leverage Ratio. The Base Rate isigieeht of the Prime Rate, the Federal Funds Rate(@b0%, or the Eurodollar Rate plus
1.0%.

The Eurodollar Rate is:
» with respect to a Eurodollar Rate Loan, the higifehe British Bankers Association LIBOR Rate dd%; and
e with respect to a Base Rate Loan, the British BeResociation LIBOR Rat¢
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The maturity date of the Credit Facility was Jagu28, 2016. The Company’s maximum Consolidated taye Ratio, which is the ratio
of Consolidated Funded Indebtedness to ConsolidaBd@iDA, was 3.65 to 1.0 for all Measurement Pesiedding after December 31, 2010.
In addition, we were not permitted to have Maintem&aCapital Expenditures, as defined in the Crdgitement, for any Measurement Period
ending in 2011, 2012 and 2013 exceeding $4.6 mil§5.2 million and $5.8 million, respectively, $8.5 million for any Measurement Period
ending in 2014 or thereafter. We also could noimie€onsolidated EBITDA for any Measurement Petiotbe less than the sum of
(1) $52 million plus (ii) 80% of the aggregate df @onsolidated EBITDA for each Permitted Acquisiticompleted after February 9, 2011.

At the time of entering into the Credit Agreemehg Consolidated Fixed Charge Coverage Ratio wgsnedl to be not less than 1.15x
for any Measurement Period ending in 2011, or 1f20&any Measurement Period thereafter.

On August 4, 2011, we entered into the First Ameginto the Credit Agreement (the “First Amendmeid”provide that we could not
permit the Consolidated Fixed Charge Coverage Ratiee less than 1.08x for any Measurement Pendihg in the second and third fiscal
quarters of 2011, 1.15x for any Measurement Pegiating in the fourth quarter of 2011, or 1.20x #adter. This amendment was effective
retrospective basis to June 30, 2011.

On October 28, 2011, we entered into the Secondn@iment to the Credit Agreement (the “Second Amenmdiji¢o provide that we
could not permit the Consolidated Fixed Charge Caye Ratio to be less than 1.05x for any Measuréeriod ending in the third and fourth
fiscal quarters of 2011, or 1.20x thereafter. Erneendment was effective on a retrospective badisigust 31, 2011.

On January 19, 2012, we entered into the Third Adedrand Restated Credit Agreement (the “New Cregiieement”) which amended
the Credit Agreement. The terms of the New Credjte®ment and the Credit Agreement are substansiafiifar, and amendments to the
Credit Agreement mostly relate to the following:

» converting and consolidating the Acquisition Crdshtility of $65.0 million and the Revolving Credfiacility of $55.0 million into
a single revolving credit facility (th“New Credit Facilit”) and increasing the total borrowing limit to $13edlion;

» eliminating the borrowing formula under the New dté-acility;
» extending the maturity date to January 19, 2|

» eliminating the LIBOR floor and amending the Applite Rate, which effectively reduced the interatt pn the New Credit
Facility; and

» amending certain financial covenants, as desciiedalv.

Amounts borrowed under the New Credit Facility asplaid or prepaid during the term may be reborroweghending on the type of
loan, borrowings bear interest at the Base RaEuondollar Rate, plus applicable margins rangiogrfrl.25% to 2.75% and 2.25% to 3.75%,
respectively, depending on our Consolidated LeveRagtio. The Base Rate is the highest of the PRate, the Federal Funds Rate plus 0.t
or the Eurodollar Rate plus 1.0%. The Eurodoll&e rthe British Bankers Association LIBOR Rate, weduced by eliminating the LIBOR
Floor of 2% per annum from the calculation of thedglollar Rate. The Commitment Fee under the Nesdi€Agreement ranges from 0.37!
to 0.75% depending on our Consolidated LeveragmRat

Under the New Credit Agreement, certain financ@lenants were amended as follows:

e Consolidated EBITDA for the most recently complefedr fiscal quarters of the Partnership (the “Né@asurement Period”) must
not be less than the sum of (i) $53.5 million Hii}s80% of the aggregate of all Consolidated EBA B®r each Permitted
Acquisition completed after September 30, 2(
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» Maintenance Capital Expenditures for any New Meama@nt Period ending in 2012, 2013, 2014 and thireadust not exceed $¢
million, $7.3 million, and $8.0 million, respectiyeand

» the Consolidated Fixed Charge Coverage Ratio uthgeCredit Agreement was replaced with the Conatdidl Debt Service
Coverage Ratio, the calculation of which does noluide distributions made by the Partnership anidiwimust not be less than 2
to 1.0 for any New Measurement Period under theliCAgreement

The Borrowers under the Credit Agreement paid fed3ank of America, as Administrative Agent, and®Aas Arranger. In addition, t
Credit Agreement required the Borrowers to pay mused commitment fee, which was calculated baseédeoamount by which the
commitments under the Credit Agreement exceed$hgeaiof such commitments. The Commitment Fee rang®s0.375% to 0.75%
depending on the Company’s Consolidated Leveradie Ra

The proceeds of the Acquisition Credit Facility wbhave been used by the Borrowers to financegjijritted Acquisitions, and (i) the
purchase and construction of mausoleums. The pilsagiehe Revolving Credit Facility and Swing Libeans could have been utilized to
finance working capital requirements, Capital Exgizmes and for other general corporate purposes.Borrowers’ obligations under the
Credit Agreement were guaranteed by both the Patiipeand StoneMor GP LLC.

The Borrowers’ obligations under the Credit Fagilitere secured by a first priority lien and seguiriterest in substantially all of the
Borrowers’ assets, whether then owned or thereafiguired, excluding: (i) trust accounts, certaincpeds required by law to be placed into
such trust accounts and funds held in trust aceo(iiitthe General Partner’s interest in the Ranghip, the incentive distribution rights under
the Partnership’s partnership agreement and thesitegccounts of the General Partner into whictribistions are received; (iii) Equipment
subject to a purchase money security interest wipetent lease permitted under the Credit Agreerardtcertain other contract rights under
which contractual, legal or other restrictions esignment would prohibit the creation of a securitgrest or such creation of a security inte
would result in a default thereunder.

Events of Default under the Credit Agreement inellidout were not limited to, the following:

* nor-payment of any principal, interest or other amoutus under the Credit Agreement or any other Ci2dd@ument;

» failure to observe or perform any covenants relate) the delivery of financial statements, cdiapce certificates, reports and
other information; (ii) providing prompt notice Biefaults and other events; (iii) the preservatibthe legal existence and good
standing of each Borrower and Guarantor; (iv) thiitg of the Administrative Agent and each Lendewisit and inspect propertit
examine books and records, and discuss financibbasiness affairs with directors, officers andeipendent public accountants of
each Borrower and Guarantor; (V) restrictions anube of proceeds; (vi) guarantees by new Subwdjgwii) the maintenance of
corporate formalities for each Borrower and Guagr(viii) the maintenance of Trust Accounts andisirFunds; and (ix) any of tl
negative covenants contained in the Credit Agreén

» failure to observe or perform any other covendntpcured 30 days after notice thereof is provibdgdhe Administrative Agent or
Lenders;

» any default under any other Indebtedness of thedBars or Guarantor.
e any insolvency proceedings by a Borrower or Guaira

» the insolvency of any Borrower or Guarantor, orré of attachment or execution or similar processiing or being levied against
any material part of the property of a BorroweGararantor; an

e any Change in Contrc
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On February 19, 2013, we entered into the First Adngent to our Third Amended and Restated Crediedgrent which increased the
total availability under our New Credit Facility i$10.0 million to $140.0 million.

The Credit Agreement contains restrictive coventtra among other things, prohibit distributioqen defined events of default, rest
investments and sales of assets and require uaitdaim certain financial covenants, including sfied financial ratios. A material decrease in
revenues could cause us to breach certain ohasdial covenants, such as the Consolidated LegdRago, Consolidated Fixed Charge
Coverage Ratio and the Consolidated EBITDA covenamder the Credit Agreement. Any such breach calltiv the Lenders to accelerate
(or create cross-default under) our debt which wdnalve a material adverse effect on our busingemdial condition or results of operations.
We complied with these covenants as of Decembe2@®I12.

Amounts outstanding under our credit facilitiecfluated during the years ended December 31, 204 2@Ml. At the beginning of 2011,
we had $33.5 million outstanding on our creditlfies which we repaid in February of 2011. We dat have any additional borrowings on
our credit facilities from this point through thedeof May 2011, when we borrowed $8.0 million. Dgrithe third and fourth quarters of 2011,
we borrowed an additional $35.8 million on our dréakilities, bringing the total outstanding bomimgs on these facilities to $43.8 million at
December 31, 2011. In 2012, we borrowed an adgiti®i.3 million, $10.9 million, $22.7 million and.$.0 million in the first, second, third
and fourth quarters, respectively, and have out@tgrborrowings of $101.7 million at December 3Q212. The average amounts borrowed
under our credit facilities were $80.7 million ath.9 million for the years ended December 31, 2014?2011, respectively.

Green Lawn Note

In July of 2009, certain of our subsidiaries, eatkinto a $1.4 million note purchase agreemenbimection with an operating agreement
in which we became the exclusive operator of Gieemn Cemetery (the “Green Lawn Note”). The Greewhdote bears interest at a rate of
6.5% per year on unpaid principal and is payablatiig, beginning on August 1, 2009. Principal oa tfote is due in 96 equal installments
beginning on July 1, 2011. At December 31, 2018 litility related to the note was stated on amsolidated balance sheet at approximatel
$1.2 million.

Nelms Note

In June of 2010, certain of our subsidiaries issuexlinstallment notes in connection with our setqoarter acquisition. The installment
notes are to be paid over a 4 year period and mdtpril 1, 2014. The installment notes do not haatated rate of interest. We recorded the
installment notes at their fair market value of @pgmately $2.6 million. The face amounts of thetallment notes were discounted
approximately $0.7 million, and the discount widl Bmortized to interest expense over the life efitistallment Notes. At December 31, 2012,
the liability related to the notes was stated onamnsolidated balance sheet at approximately $lRn.

In June of 2010, certain of our subsidiaries atsoed four notes in the aggregate principal amouapproximately $5.8 million in
connection with the acquisition referenced abovesE notes were paid at the closing of the actpridily: (i) the issuance by us of 293,947
unregistered common units representing limitedneaiship interests in us valued at approximatel® $llion and (ii) a cash payment of
approximately $0.2 million.

Acquisition Nor-Compete Notes

In connection with several of our 2012, 2011 anii®@cquisitions, certain of our subsidiaries issmsthliment notes in consideration
non-compete agreements executed with the formeemaaf the acquired entities. The installment nbgege varying payment terms and
mature between April 1, 2014 and December 31,
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2017. The installment notes do not have a statedofanterest. At inception, we recorded the ilistant notes at their fair market value of
approximately $4.8 million. The face amounts of ith&allment notes were discounted approximatel® $dillion, and the discount will be
amortized to interest expense over the life ofitiséallment notes. At December 31, 2012, the ligbiklated to the installment notes was st:
on our consolidated balance sheet at approxim&tB million.

Interest Rate Swap

On November 24, 2009, we entered into an inteegetswap (the “First Interest Rate Swap”) wherednagreed to pay the counterparty
interest in the amount of three month LIBOR plu8 8&sis points in consideration for the counterpadgreement to pay us a fixed rate of
interest of 10.25% on a principal amount of $1@8iion. On December 4, 2009, we entered into derast rate swap (the “Second Interest
Rate Swap”, together with the First Interest Ratag the “Interest Rate Swaps”) wherein we agreqzhy the counterparty interest in the
amount of three month LIBOR plus 869 basis pointsansideration for the counterparties agreemepayous a fixed rate of interest of
10.25% on a principal amount of $27.0 million.

The Interest Rate Swaps did not qualify for hedgmanting. Accordingly, the fair value of the Irget Rate Swaps was reported on the
consolidated balance sheet and periodic changée ifair value of the Interest Rate Swaps wererdazbin earnings. On October 20, 2010, we
elected to terminate the Interest Rate Swaps dapgn termination, we received a payment of appnately $2.0 million to settle the Interest
Rate Swaps. For the year ended December 31, 2@&lfsc@gnized a gain of approximately $4.7 milliefated to the change in fair value and
termination payment of the Interest Rate Swaps.

Cash Flow from Operating Activities

Cash flows provided by operating activities werd . $3million during 2012, an increase of $26.4 roiili compared to cash provided by
operating activities of $5.5 million during the saumeriod last year. The increase is caused inbyartcreased operating profit which was
largely due to increased pre-need cemetery salesldition, we had increased cash flows of $2.8anifrom our accounts receivable and net
deposits into our merchandise trusts decreased byl $nillion.

Cash flows provided by operating activities weres$illion during 2011, an increase of $2.4 milli@ompared to cash provided by
operating activities of $3.1 million in 2010. Theciease is primarily due to decreases of $3.3anillh cash paid for interest and $1.1 milliol
acquisition related costs combined with increaseshdlows from our accounts receivable, which aiadpoffset by increased cash flows into
our merchandise trusts.

Cash flows from operations in 2012, 2011 and 20&@@eded our net loss of $3.0 million, $9.7 millemd $1.4 million, respectively,
during the same periods. The differences betweeoperating cash flows and net loss are in largegitiibutable to the fact that various cash
inflows for payments of amounts due under pre-rssdels contracts were not and are not as of yegnémed as revenues as we had not and
have not met the delivery criteria for revenue ggttion. Although there is no assurance, we exfgiettthe trend of operating cash flows
exceeding our net income or net loss will contimie the foreseeable future.

Cash Flow from Investing Activities

Net cash used in investing activities was $39.%ianilduring 2012, an increase of $10.7 million, g@red to $29.2 million during 2011.
Cash flows used for investing activities during 2@timarily were $28.0 million for the acquisitiaf 5 cemetery properties and 17 funeral
homes and $11.9 million for other capital expern@isuicompared to $16.1 million utilized for the asiion of 17 cemetery properties and 12
funeral homes and $13.2 million for other capitgdenditures in 2011.
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Net cash used in investing activities was $29.2ionilduring 2011, a decrease of $20.4 million, canag to $49.6 million during 2010.
Cash flows used for investing activities during 2@timarily were $16.1 million for the acquisitiafi 17 cemetery properties and 12 funeral
homes and $13.2 million for other capital expermgisulcompared to $39.1 million utilized for the astfion of 22 cemetery properties and 6
funeral homes and $10.1 million for other capitgdenditures in 2010.

Cash Flow from Financing Activities

Net cash provided by financing activities was $8iBion during 2012, a decrease of $24.3 millioarrgared to $28.2 million net cash
provided by financing activities during 2011. Cdishws provided by financing activities during 20fi@marily were $54.0 million of net
borrowing of long-term debt, offset by cash disitibns to unit holders of $47.5 million and costdimancing activities of $2.4 million. Cash
flows provided by financing activities during 20fdimarily were $103.2 million of proceeds from quublic offering and a contribution from
our general partner of $2.3 million offset by nepayments of long-term debt of $27.1 million, cd&tributions to unit holders of $44.6
million and the payment of a $4.0 million make-wdhpremium related to the pay-off of $35.0 millionsenior secured notes. Additionally, we
borrow to fund working capital as a result of chsiiid-ups in our accounts receivable and merchandists and to fund acquisitions related tc
pre-need sales growth.

Net cash provided by financing activities was $28&ilion during 2011, a decrease of $12.3 millionmpared to $40.5 million during
2010. Cash flows provided by financing activitiesidg 2011 primarily were $103.2 million of proceefdom our public offering and a
contribution from our general partner of $2.3 roiflioffset by net repayments of long-term debt af.$2nillion, cash distributions to unit
holders of $44.6 million and the payment of a $#ilion make-whole premium related to the pay-dff685.0 million in senior secured notes.
Cash flows provided by financing activities dur@10 primarily were $38.9 million of proceeds fraur public offering and a contribution
from our general partner of $1.0 million, and $3&iflion of net borrowings, which were in turn prmily used to fund our first, second, and
third quarter 2010 acquisitions, offset by $32.4lioni of cash distributions to unit holders.

Intercreditor and Collateral Agency Agreeme

In connection with our credit facilities and thévate placement of the notes we entered into, alaitiyour general partner, certain of
subsidiaries, the lenders under the credit facillig holders of the notes and Bank of America,,M#\collateral agent, an intercreditor and
collateral agency agreement setting forth the sigimd obligations of the parties to the agreemettey relate to the collateral securing the
Credit Facility and the Senior Secured Notes.

Capital Expenditures

The following table summarizes total maintenanqatahexpenditures and expansion capital experghtuncluding for the construction
of mausoleums and for acquisitions, for the perjpdsented:

Year ended December 31

2012 2011 2010
(in thousands)
Maintenance capital expenditui $ 4,874 $ 6,04( $ 7,87¢
Expansion capital expenditur 35,07 23,26¢ 41,32%
Total capital expenditure $39,94¢ $29,30¢ $49,20!

Pursuant to our partnership agreement, in conneetith determining operating cash flows availaldedistribution, costs to construct
mausoleum crypts and lawn crypts may be considered a combination of maintenance capital expaneitand expansion capital
expenditures depending on the purposes for contnuc
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Our general partner, with the concurrence of itsfladds committee, has the discretion to deterntine to allocate a capital expenditure for the
construction of a mausoleum crypt or a lawn crygitneen maintenance capital expenditures and exganapital expenditures. In addition,
maintenance capital expenditures for the constinaif a mausoleum crypt or a lawn crypt are notrsigked from operating surplus in the
quarter incurred but rather are subtracted fromraipey surplus ratably during the estimated nundigrears it will take to sell all of the
available spaces in the mausoleum or lawn crypim&ased life is determined by our general partméth the concurrence of its conflicts
committee.

Off Balance Sheet Arrangements, Contractual Obligats and Contingencies

We have assumed various financial obligations amdreitments in the ordinary course of conducting lousiness. We have contractual
obligations requiring future cash payments relatedebt maturities, interest on debt, operatingdesgreements, and liabilities to purchase
merchandise related to our in force pre-need salegacts.

A summary of our total contractual obligations &®ecember 31, 2012 is presented in the table helow

As of 12/31/201:
Less than

More than

Total 1 year 1-3 years 3-5 years 5 years

(in thousands)

Debt (1) $364,57¢ $21,40¢ $40,827 $137,91 $164,43:
Operating lease 7,83( 2,112 2,25¢ 1,57C 1,892

Merchandise liabilities (2 125,86 — — — —
Total $498,27¢  $23,52. $43,07¢ $139,48! $166,32:

(1) Represents the interest payable and par véldelt due and does not include the unamortizetldisbounts of $3,344 at December 31,
2012. Assumes that current amounts outstandingrundeCredit Facility are not repaid until theireddate of January 201
(2) Total cannot be separated into periods becauseevgnable to anticipate when the merchandise withéedec

We had no off-balance sheet arrangements as ofnilre31, 2012 or 2011.

ltem 7A.  Quantitative and Qualitative Disclosure About Market Risk

The information presented below should be reasimunction with the notes to our audited consoéddinancial statements included
under “ltem 8—Financial Statements and Supplemgiata.”

The market risk inherent in our market risk semsitnstruments and positions is the potential ckaargsing from increases or decreases
in interest rates and the prices of marketabletggeicurities, as discussed below. Our exposumeatdet risk includes forward-looking
statements and represents an estimate of poskihges in fair value or future earnings that waddur assuming hypothetical future
movements in interest rates or debt and equity etsrlOur views on market risk are not necessardjcative of actual results that may occur
and do not represent the maximum possible gaingossds that may occur, since actual gains anddosil differ from those estimated, based
on actual fluctuations in interest rates, equitykats and the timing of transactions. We classify market risk sensitive instruments and
positions as “other than trading.”

Interest-bearing Investments

Our fixed-income securities subject to market deksist primarily of investments in our merchandissts and perpetual care trusts. As
of December 31, 2012, the fair value of fixed-inesecurities in our merchandise
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trusts represented 3.5% of the fair value of trtedt assets while the fair value of fixegtome securities in our perpetual care trustseste
8.6% of the fair value of total trust assets. Thgragate quoted fair value of these fixed-inconmrisges was $13.0 million and $24.2 million
in merchandise trusts and perpetual care trusipentively, as of December 31, 2012. Each 1% chamigeerest rates on these fixed-income
securities would result in changes of approxima$dl$0,310 and $241,740 in the fair market valuthefassets in our merchandise trusts and
perpetual care trusts, respectively, based on diged expected future cash flows. If these seesrire held to maturity, no change in fair
market value will be realized.

Our money market and other short-term investmartigest to market risk consist primarily of invesmin our merchandise trusts and
perpetual care trusts. As of December 31, 201 2ah@alue of money market and shtetm investments in our merchandise trusts repted
7.4% of the fair value of total trust assets witile fair value of money market and short-term itwents in our perpetual care trusts
represented 7.6% of the fair value of total trissteds. The aggregate quoted fair value of theseynmiarket and short-term investments was
$27.9 million and $21.4 million in merchandise tauand perpetual care trusts, respectively, asecEBber 31, 2012. Each 1% change in
interest rates on these money market and shortiterestments would result in changes of approxiiyai278,900 and $214,190 in the fair
market value of the assets in our merchandisestarsd perpetual care trusts, respectively, baseliseounted expected future cash flows.

Marketable Equity Securities

Our marketable equity securities subject to marik&tconsist primarily of investments held in ouenthandise trusts and perpetual care
trusts. These assets consist of investments inibdividual equity securities as well as closed apdn ended mutual funds. As of
December 31, 2012, the fair value of marketabletggecurities in our merchandise trusts represeh#®9% of the fair value of total trust
assets while the fair value of marketable equitusées in our perpetual care trusts represenfe@o of total trust assets. The aggregate
quoted fair market value of these marketable ecggtyurities was $67.4 million and $29.9 milliommerchandise trusts and perpetual care
trusts, respectively, as of December 31, 2012,dhardinal quoted sales prices. Each 10% changjeeiaverage market prices of the equity
securities would result in a change of approxinya$él.7 million and $3.0 million in the fair markealue of securities held in merchandise
trusts and perpetual care trusts, respectivelyofA3ecember 31, 2012, the fair value of marketahdsed and open ended mutual funds in our
merchandise trusts represented 67.3% of the fhiewaf total trust assets while the fair value losed and open ended mutual funds in our
perpetual care trusts represented 73.1% of tatsil &ssets. The aggregate quoted fair market whlinese closed and open ended mutual func
was $253.0 million and $206.4 million in merchardigists and perpetual care trusts, respectivelgf ®ecember 31, 2012, based on final
guoted sales prices. Each 10% change in the averageet prices of the closed and open ended mfundks would result in a change of
approximately $25.3 million and $20.6 million iretfair market value of securities held in merchaediusts and perpetual care trusts,
respectively.

Investment Strategies and Objectives

Our internal investment strategies and objectiee$unds held in merchandise trusts and perpetual tusts are specified in an
Investment Policy Statement which requires us tthédollowing:

» State in a written document our expectations, divjes, tolerances for risk and guidelines in theestment of our asse!

» Set forth a disciplined and consistent structurerfanaging all trust assets. This structure isdasea long-term asset allocation
strategy, which is diversified across asset classesstment styles and strategies. We believesthigture is likely to meet our
stated objectives within our tolerances for riskl aariability. This structure also includes rangesund the target allocations
allowing for adjustments when appropriate to redisleor enhance returns. It further includes gliies for the selection of
investment managers and vehicles through whicmfdament the investment strate
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» Provide specific guidelines for each investment aggn. These guidelines control the level of oveisk and liquidity assumed in
each portfolio

* Appoint third-party investment advisors to overtee specific investment managers and advise owst Bind Compliance
Committee; an

» Establish criteria to monitor, evaluate and compheeperformance results achieved by the overal fportfolios and by our
investment managers. This allows us to comparpehfrmance results of the trusts to our objectared other benchmarks,
including peer performance, on a regular b

Our investment guidelines are based on relativatg investment horizons, which vary with the typérost. Because of this, interim
fluctuations should be viewed with appropriate petsive. The strategic asset allocation of thet fpostfolios is also based on this longer-term
perspective. However, in developing our investnpenicy, we have taken into account the potentigiati#e impact on our operations and
financial performance of significant short-term litees in market value.

We recognize the challenges we face in achievimgraestment objectives in light of the uncertaastand complexities of contemporary
investment markets. Furthermore, we recognize ihatder to achieve the stated long-term objestivee may have short-term declines in
market value. Given the need to maintain consistehies in the portfolio, we have attempted to dgve strategy which is likely to maximize
returns and earnings without experiencing overdlides in value in excess of 3% over any 12-m@etfiod. We were able to achieve this
objective in 2010. However in the third quarte26f.1, the markets took a downturn over fears ofit@jgean debt crisis and did not fully
recover by year end. As a result, we did not aghtbis objective in 2011. A recovery in the finalgeharkets enabled us to achieve our
investment objective in 2012.

In order to consistently achieve the stated retdnjactives within our tolerance for risk, we usstrategy of allocating appropriate
portions of our portfolio to a variety of assetsdas with attractive risk and return charactessaod low to moderate correlations of returns.
See the notes to our consolidated financial statésrfer a breakdown of the assets held in our nzardise trusts and perpetual care trusts by
asset class.

Debt Instruments

Our New Credit Facility bears interest at a flogtrate, based on LIBOR, which is adjusted quartijs subjects us to increases in
interest expense resulting from movements in ista@es. As of December 31, 2012, we had $101llibmof borrowings outstanding under
our New Credit Facility. After these borrowings raumused line of credit under the New Credit Facik $28.3 million. The interest rates on
amounts outstanding under the New Credit Facitityged from approximately 3.6% to 4.1% at DecembiePB812. A 1% increase in our
interest rates would increase our annual intesgstrese by $1.0 million, based on our borrowingstauiding under the New Credit Facility as
of December 31. 2012.

In the fourth quarter of 2009, we entered into taterest rate swaps wherein we swapped a fixedofdteerest for a floating rate of
interest on $135.0 million of debt. These interagt swaps subjected us to changes in intereshegpesulting from movements in interest
rates. We reduced cash paid for interest by apprately $1.0 million for the year ended December2R1,0 as a result of these interest rate
swaps. On October 20, 2010, we elected to termihaténterest Rate Swaps early and we receivegmgrat of approximately $2.0 million to
settle the Interest Rate Swaps. For the year eDdedmber 31, 2010, we recognized a gain of apprbeiy $4.7 million related to the change
in fair value and termination payment of the Ing¢fRate Swaps.
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Item 8. Financial Statements and Supplementary Dat
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of StoneMor Partners GE land Unitholders of StoneMor Partners L.P.
Levittown, Pennsylvania

We have audited the accompanying consolidated balsimeets of StoneMor Partners L.P. and subsidi@thie “Company”) as of

December 31, 2012 and 2011, and the related cdasetl statements of operations, partners’ capital ,cash flows for each of the three years
in the period ended December 31, 2012. These fiabstatements are the responsibility of the Corgpmmanagement. Our responsibility it
express an opinion on the financial statementschaseur audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to abtaasonable assurance about whether the finataieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenewnielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of StoneMor Partners L.P.
subsidiaries as of December 31, 2012 and 201 1thenksults of their operations and their cash $léov each of the three years in the period
ended December 31, 2012, in conformity with acciognprinciples generally accepted in the Unitedetaf America.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the Company’s
internal control over financial reporting as of Batber 31, 2012, based on the criteria establishbdarnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidrike Treadway Commission and our report dateccMa5, 2013 expressed an
unqualified opinion on the Company'’s internal cohtiver financial reporting.

/sl Deloitte & Touche LLP

Philadelphia, Pennsylvania
March 15, 2013
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StoneMor Partners L.P.

Consolidated Balance Sheet
(in thousands)

December 31 December 31
2012 2011
Assets
Current assett
Cash and cash equivalel $  7,94¢ $ 12,05¢
Accounts receivable, net of allowar 51,89¢ 48,83’
Prepaid expenst 3,83: 4,26¢
Other current asse 17,41¢ 16,67(
Total current asse 81,09: 81,83:
Long-term accounts receivable, net of allowa 71,52: 68,41¢
Cemetery propert 309,98 298,93
Property and equipment, net of accumulated depregi 79,74( 73,77
Merchandise trusts, restricted, at fair ve 375,97: 344,51!
Perpetual care trusts, restricted, at fair vi 282,31: 254,67¢
Deferred financing costs, net of accumulated amatitn 9,23¢ 8,811
Deferred selling and obtaining co: 76,31" 68,54
Deferred tax asse 381 41F
Goodwill 42,39: 32,14¢
Other asset 14,77¢ 16,68(
Total asset $1,343,72! $1,248,75
Liabilities and partners’ capital
Current liabilities:
Accounts payable and accrued liabilit $ 28,97 $ 26,42¢
Accrued interes 1,83 1,63-
Current portion, lon-term debi 2,17¢ 1,48
Total current liabilities 32,98: 29,54°
Other lon¢-term liabilities 1,83t 2,83(
Long-term debt 252,77: 193,83!
Deferred cemetery revenues, 497,86 441 ,67¢
Deferred tax liabilities 14,91( 16,96¢
Merchandise liability 125,86 128,94.
Perpetual care trust corp 282,31: 254,67¢
Total liabilities 1,208,54. 1,068,47!
Commitments and Contingenci
Partners’ capital
General partne 38¢€ 2,192
Common partner 134,79¢ 178,08
Total partner capital 135,18. 180,27¢
Total liabilities and partne’ capital $1,343,72! $1,248,75

See Accompanying Notes to the Consolidated FinaSts#ements.
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StoneMor Partners L.P.

Consolidated Statement of Operations
(in thousands, except unit data)

Revenues:
Cemetery
Merchandise
Services
Investment and oth
Funeral hom
Merchandise
Services
Total revenue:

Costs and Expenses
Cost of goods sold (exclusive of depreciation sheeparately below
Perpetual car
Merchandise
Cemetery expens
Selling expens
General and administrative expel
Corporate overhead (including $916, $773, and $ 1hit-based compensation for 2012,
2011 and 2010 respectivel
Depreciation and amortizatic
Funeral home expen:
Merchandise
Services
Other
Acquisition related cost
Total cost and expens
Operating profit
Gain on sale of funeral hon
Gain on acquisition
Gain on termination of operating agreem
Early extinguishment of del
Increase in fair value of interest rate sw
Expenses related to refinanci
Interest expens
Loss before income tax:
Income tax expense (bene!
State
Federa

Total income tax expense (bene
Net loss

General partn(’s interest in net loss for the peri

Limited partner’ interest in net loss for the peri

Net loss per limited partner unit (basic and didi)i

Weighted average number of limited part’ units outstanding (basic and dilute
Distributions declared per ur

2012 2011 2010
$114,02!  $108,08t  $ 94,89¢
46,09 46,99 40,95
46,80 42,90 35,89
15,55 12,81( 10,43
20,12 17,59« 15,11
242,60 228,38 197,29:
5,71¢ 5,727 5,091
22,38 20,38t 18,43
55,41 57,14¢ 48,78
46,87 45,29 38,24
28,02 29,54« 24,59
28,16¢ 23,76t 24,37¢
9,431 8,53¢ 8,84¢
5,20( 4,47: 4,001
14,57« 11,71 9,75:
8,951 7,36¢ 6,18¢
3,12: 4,60+ 5,71¢
228,76t 218,55: 194,02
13,84 9,83t 3,267
122 — 7,15:
1,73 — —
— 4,01( —

— — 4,72

— 45¢ —
20,50 19,19¢ 21,97
(4,809) (13,739 (6,830)
42¢ (701) (24E)
(2,210 (3,319) (5,13¢)
(1,790 (4,019 (5,389
$ (3,019 $ (9,719 $ (1,44)
$ (60 $ (199 $ (29
$ (2959 $ (952) $ (1,419
$ (015 $ (050 $ (0.10
19,44¢ 18,94’ 14,13:
$ 23F 0§ 232 0§ 2.2¢

See Accompanying Notes to the Consolidated FinhBts#ements.
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Balance, December 31, 2009

Proceeds from public offerir
Issuance of common uni
Compensation related to UAI
General partner contributic
Net loss

Cash distributior

Balance, December 31, 20
Issuance of common uni
Proceeds from public offerir
General partner contributic
Compensation related to UAI
Net loss

Cash distributior

Balance, December 31, 20
Issuance of common uni
General partner contributic
Compensation related to UAI
Net loss

Cash distributior

Balance, December 31, 20

StoneMor Partners L.P.

Consolidated Statement of Partners’ Capital
(in thousands)

Partners’ Capital

Common General
Unit Holders Partner
$ 110,09¢ $1,83¢

38,89: —
9,72 —
48¢ —
— 1,03¢
(1,419 (29)
(31,409 (1,039
126,38 1,80¢
264 —
103,20° —
— 2,262
67t —
(9,527) (194)
(42,920 (1,685)
178,08 2,192
4,75¢ —
— 89
527 —
(2,959 (60)
(45,619 (1,835
$ 134,79 $ 38¢

See Accompanying Notes to the Consolidated FinhBts#ements.
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Total
$111,93
38,89:
9,721
48¢
1,03¢
(1,447
(32,449
128,19:
264
103,20°
2,26:
67t
(9,715
(44,609
180,27¢
4,75¢
89
527
(3,019
(47,459
$135,18:
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StoneMor Partners L.P.

Consolidated Statement of Cash Flows
(in thousands)

Operating activities:
Net loss
Adjustments to reconcile net loss to net cash plexviby operating activitie:
Cost of lots solc
Depreciation and amortizatic
Unit-based compensatic
Accretion of debt discoun
Change in fair value of interest rate sw
Write-off of deferred financing fee
Gain on sale of funeral hon
Gain on acquisition
Gain on termination of operating agreem
Fees paid related to early extinguishment of |
Changes in assets and liabilities that provideddyusash
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 reveni
Deferred taxes (ne
Merchandise liability
Net cash provided by operating activit
Investing activities:
Cash paid for cemetery prope
Purchase of subsidiari
Proceeds from divestiture of funeral ho
Cash paid for management agreem
Cash paid for property and equipm
Net cash used in investing activiti
Financing activities:
Cash distributior
Additional borrowings on lor-term debt
Repayments of lor-term deb
Proceeds from public offerir
Proceeds from general partner contribui
Fees paid related to early extinguishment of |
Cost of financing activitie
Net cash provided by financing activiti
Net increase (decrease) in cash and cash equivake
Cash and cash equivalen—Beginning of period

Cash and cash equivalen—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 activities
Acquisition of assets by financir
Issuance of limited partner units for cemetery #sitjan
Acquisition of assets by assumption of directlyated liability

2012 2011 2010
$ (3,019 $ (9,719  $ (1,449
7,81¢ 6,66¢ 7,12¢
9,431 8,53¢ 8,84t
91€ 772 711
1,73¢ 1,35¢ 34C
— — (2,681)

— 452 —

_ (92) _
(122) — (7,157)
(1,737) — —
— 4,01( —
(5,475 (9,24)  (15,35)
1,21( 2,217 951
(11,80¢) (23,889  (13,51)
527 1,27¢ (252)
(2,16%) (7,355) (3,836)
12¢ 291 142
4,33 86¢ 51€
(7,775 (9,120) (9,640)
47 54¢ 47,59 46,06(
(2,39¢) (3,485 (5,301)
(7,260) (5,669 (2,407)
31,89¢ 5,46¢ 3,10¢
(7,09¢) (7,126) (2,200)
(27,97¢) (16,147 (39,12
— 127 —
— — (346)
(4,874 (6,040) (7,875
(39,949 (29,180 (49,55
(47,45)) (44,605 (32,449
84,00( 48,05( 75,40(
(30,27)) (75,18) (41,71
— 103,20 38,89"
89 2,26: 1,03¢

— (4,010 —
(2,42¢) (1,477) (679
3,94( 28,24: 40,50
(4,117) 4,52: (5,944
12,05¢ 7,53t 13,47¢
$ 7,94€ $1205 $ 7,53t
$18,48:  $18,13(  $21,43:
$ 4,101 $ 245. $ 1,417
$ 287 $ 294 $ —
$ 475: $ 264 $ 578t
$ 2,46 $ — $ 2,53

See Accompanying Notes to the Consolidated FinaSts#ements.
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1. NATURE OF OPERATIONS, BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations

StoneMor Partners L.P. (“StoneMor”, the “Company’tlee “Partnership”) is a provider of funeral aredreetery products and services in
the death care industry in the United States. Tgindts subsidiaries, StoneMor offers a completgeant funeral merchandise and services,
along with cemetery property, merchandise and sesyiboth at the time of need and on a pre-neas. Besof December 31, 2012, the
Partnership owned 258 and operated 276 cemetariB&states and Puerto Rico and owned and opeBétderal homes in 18 states and
Puerto Rico.

Basis of Presentation

The consolidated financial statements includedhiim Form 10-K have been prepared in accordanceagitbunting principles generally
accepted in the United States of America (“GAAP”).

Principles of Consolidation

The consolidated financial statements include te®ants of each of the Company’s subsidiaries. &lsestements also include the
accounts of the merchandise and perpetual cars irugzhich the Company has a variable interestisutioe primary beneficiary. The Comps
operates 18 cemeteries under long-term operatingaoagement contracts. The operations of 16 oéthemaged cemeteries have been
consolidated in accordance with the provisions oédunting Standards Codification (ASC) 810. Tharficial statements also include the
effects of retrospective adjustments, resultingiftbe Company’s 2012 and 2011 acquisitions (see [i4}.

The Company operates 2 cemeteries under long-tparating agreements that do not qualify as acéuisitfor accounting purposes. As
a result, the Company did not consolidate all efékisting assets and liabilities related to theseeteries. The Company has consolidated th
existing assets and liabilities of each of thesmateries’ merchandise and perpetual care trustaréble interest entities since the Company
controls and receives the benefits and absorb$oasgs from operating these trusts. Under thegptienm operating agreements, which are
subject to certain termination provisions, the Campis the exclusive operator of these cemetefies.Company earns revenues related to
sales of merchandise, services, and intermentsrgid incurs expenses related to such sales amdainéenance and upkeep of these
cemeteries. Upon termination of these contracessCibmpany will retain all of the benefits and rethtontractual obligations incurred from
sales generated during the contract period. Thepaagnhas also recognized the existing merchanidiiities that it assumed as part of these
agreements.

Total revenues derived from the cemeteries undggderm management or operating contracts totaledoappately $39.2 million, $39.
million and $33.9 million for the years ended Debem31, 2012, 2011 and 2010, respectively.

Summary of Significant Accounting Policies

The significant accounting policies followed by tiempany are summarized below:

Cash and Cash Equivalents

The Company considers all highly liquid investmegmischased with an original maturity of three mandh less from the time they are
acquired to be cash equivalents.
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Cemetery Property

Cemetery property consists of developed and undpedl cemetery property, constructed mausoleumseyd lawn crypts and other
cemetery property. Cemetery property is valuedat,avhich is not in excess of market value.

Property and Equipmen

Property and equipment is recorded at cost ancedigted on a straight-line basis. Maintenance apédirs are charged to expense as
incurred, whereas additions and major replacenaetsapitalized and depreciation is recorded dwar £stimated useful lives as follows:

Buildings and improvemen 10 to 40 year
Furniture and equipme 3 to 10 year:
Leasehold improvements over the shorter of the term of the lease or

the life of the asse

Merchandise Trusts

Pursuant to state law, a portion of the proceents fore-need sales of merchandise and services istpurust (the “merchandise trust”)
until such time that the Company meets the requérémfor releasing trust principal, which is geligrdelivery of merchandise or performar
of services. All investment earnings generatedheyassets in the merchandise trusts (includingzeshfjains and losses) are deferred until the
associated merchandise is delivered or the sergigeperformed (see Note 5).

Perpetual Care Trust

Pursuant to state law, a portion of the proceeamntn the sale of cemetery property is required tpdid into perpetual care trusts. The
perpetual care trust principal does not belongpégoGompany and must remain in this trust into geiewhile interest and dividends may be
released and used to defray cemetery maintenaist® ehich are expensed as incurred. The Compamsotidates the trust into the
Company'’s financial statements in accordance wBCA10-10-15-(13 through 22) because the truginisidered a variable interest entity for
which the Company is the primary beneficiary. Eagsifrom the perpetual care trusts are recognizedirent cemetery revenues (see Nott

Inventories

Inventories are classified within other currenteas®n the Company’s consolidated balance shedhahale cemetery and funeral home
merchandise valued at the lower of cost or netaalalle value. Cost is determined primarily on acéfpeidentification basis on a first-in, first-
out basis. Inventories were approximately $4.7iarland $6.4 million at December 31, 2012 and 2@d4pectively.

Impairment of Lon¢-Lived Assets

The Company monitors the recoverability of longetivassets, including cemetery property, propertiyegiuipment and other assets,
based on estimates using factors such as currekemaalue, future asset utilization, business i@gulilatory climate and future undiscounted
cash flows expected to result from the use of ¢deted assets. The Company’s policy is to evalaatasset for impairment when events or
circumstances indicate that a long-lived assers/o®) value may not be recovered. An impairmergdrge is recorded to write-down the asset
to its fair value if the sum of future undiscountash flows is less than the carrying value ofabset. No impairment charges were recorded
during the years ended December 31, 2012, 201 2@, respectively.

92



Table of Contents

Other-Than-Temporary Impairment of Trust Assets

The Company determines whether or not the impaitrokea fixed maturity debt security is other-th@mporary by evaluating each of
the following:

*  Whether it is the Company’s intent to sell the sigulf there is intent to sell, the impairmentdsnsidered to be other-than-
temporary.

» Ifthere is no intent to sell, the Company evalsatd is not more likely than not that the Companill be required to sell the debt
security before its anticipated recovery. If thenany determines that it is more likely than nett thwill be required to sell an
impaired investment before its anticipated recoyérg impairment is considered to be o-thar-temporary.

The Company has further evaluated whether or hasakts in the merchandise trusts have othertraperary impairments based upon
a number of criteria including the severity of thgpairment, length of time a security has beenlwsa position, changes in market conditions
and concerns related to the specific issuer.

If an impairment is considered to be other-thangerary, the cost basis of the security is adjudtadnward to its fair value.

For assets held in the perpetual care trusts, edyction in the cost basis due to an other-thampoeary impairment is offset with an
equal and opposite reduction in the perpetual wast corpus and has no impact on earnings.

For assets held in the merchandise trusts, anytiedun the cost basis due to an other-than-teamgampairment is recorded in deferred
revenue.

The trust footnotes (Notes 5 and 6) disclose tlessed cost basis of the assets in both the medi$mand perpetual care trust. This
adjusted cost basis includes any adjustments tortgmal cost basis due to other-than-temporaryaimments.

Goodwill

Goodwill represents the excess of the purchase prier the fair value of identifiable net assetgugred. The Company tests goodwill-
impairment using a two-step test. In the first sifhe test, the Company compares the fair vafikeoreporting unit to its carrying amount,
including goodwill. The Company determines the failue of each reporting unit using the income apph. The Company does not record ar
impairment of goodwill in instances where the faitue of a reporting unit exceeds its carrying antoli the aggregate fair value of a repor
unit is less than the related carrying amountGbepany records an impairment loss in an amourdléguhe excess of the carrying amour
goodwill over the implied fair value. The goodwithpairment test is performed annually or more feagly if events or circumstances indicate
that impairment may exist.

Deferred Cemetery Revenues, I

Revenues from the sale of services and mercharatisgell as any investment income from the mercisertdust is deferred until such
time that the services are performed or the meuibars delivered.

In addition to amounts deferred on new contractd,iavestment income and unrealized gains on ouchmaadise trust, deferred cemet
revenues, net, includes deferred revenues fronmgee-sales that were entered into by entities pitite acquisition of those entities by the
Company, including entities that were acquired loyrn@rstone Family Services, Inc. upon its formatio®999. The Company provides for a
reasonable profit margin for these deferred reverideferred margin) to account for the future co$tielivering products and providing
services on pre-need contracts that the Companyiradcthrough acquisition. Deferred margin amownesdeferred until the merchandise is
delivered or services are performed.
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Sales of Cemetery Merchandise and Servi

The Company sells its merchandise and service®tmebpre-need and at-need basis. Sales of atemeeetery services and merchandise
are recognized as revenue when the service isrpggtbor merchandise is delivered.

Preneed sales are usually made on an installmentamirtiasis. Contracts are usually for a period meixteed 60 months with payme
of principal and interest required. For those cacts that do not bear a market rate of interestCibmpany imputes such interest based upon
the prime rate plus 150 basis points (this resuftedrate of 4.75% for contracts entered intortythe years ended December 31, 2012, 2011
and 2010) in order to segregate the principal atetest component of the total contract value.

At the time of a pre-need sale, the Company recandsccount receivable in an amount equal to tia ¢ontract value less any cash
deposit paid net of an estimated allowance forasust cancellations. The revenue from both the saldsnterest component is deferred.
Interest revenue is recognized utilizing the effecinterest method. Sales revenue is recognizedéordance with the rules discussed below.

The allowance for customer cancellations is esthbll based on management’s estimates of expecteelledions and historical
experiences and is currently averaging approximdt@¥o of total contract values. Future cancellatates may differ from this current
estimate. Management will continue to evaluate elation rates and will make changes to the estérshbuld the need arise. Actual
cancellations did not vary significantly from th&timates of expected cancellations at Decembe2@Ml2 and December 31, 2011, respectiy

Revenue recognition related to sales of cemetergimeadise and services is governed by Securitié€Eanhange Commission Staff
Accounting Bulletin No. 104, Revenue RecognitiorFinancial Statements (“SAB No. 104”), and theitdéad sales provisions of ASC 976.
Per this guidance, revenue from the sale of biotaland constructed mausoleum crypts is defemgitisuch time that 10% of the sales price
has been collected, at which time it is fully eainevenues from the sale of unconstructed mausmeure recognized using the percentage-o
completion method of accounting while revenues froerchandise and services are recognized oncenseicthandise is delivered (title has
transferred to the customer and the merchandisighisr installed or stored, at the direction of thetomer, at the vendor’s warehouse or a
third-party warehouse at no additional cost toarsgjervices are performed.

In order to appropriately match revenue and experike Company defers certain pre-need cemeterpraadranged funeral direct
obtaining costs that vary with and are primarillated to the acquisition of new pre-need cemetadymearranged funeral business. Such cos
are accounted for under the provisions of ASC 94l are expensed as revenues are recognized.

The Company records a merchandise liability equéhé estimated cost to provide services and psech®rchandise for all outstanding
and unfulfilled pre-need contracts. The merchanliidglity is established and recorded at the tishéhe sale but is not recognized as an
expense until such time that the associated reviemube underlying contract is also recognizede Titrerchandise liability is established basec
on actual costs incurred or an estimate of futosts; which may include a provision for inflatidrhe merchandise liability is reduced when
services are performed or when payment for merdbansl made by the Company and title is transfelwdtie customer.

Sales of Funeral Home Service
Revenue from funeral home services is recognizestasces are performed and merchandise is detivere

Pursuant to state law, a portion of proceeds reckirom pre-need funeral service contracts is ot rust while amounts used to defray
the initial administrative costs are not. All intreent earnings generated by the
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assets in the trust (including realized gains asdds) are deferred until the associated mercleisdielivered or the services are performed.
The balance of the amounts in these trusts isdeclwithin the merchandise trusts above.

Net Income per Unii

Basic net income per unit is determined by dividieg income, after deducting the amount of netime@llocated to the general partner
interest from its issuance date of September 204 20y the weighted average number of units outlstgnduring the period. Diluted net
income per unit is calculated in the same mannbiaaik net income per unit, except that the wejhteerage number of outstanding units is
increased to include the dilutive effect of outsliag unit options or phantom unit options. All datsding unit appreciation rights (See Note
that would have a dilutive effect were assumedet@kercised and converted to common units usingibeage fair market value of a common
unit for the period presented. The diluted weigtdedrage number of limited partners’ units outstiaggresented on the consolidated
statement of operations does not include 253,384,1822,866 units and 213,261 units for the yeaded December 31, 2012, 2011, and Z
respectively, as their effects would be anti-dieti

Reclassifications
Certain amounts in the prior year presentatioronfjiterm debt have been reclassified to confortheacurrent year presentation.

Use of Estimates

Preparation of these consolidated financial statésn@quires management to make estimates and psosithat affect the reported
amounts of assets and liabilities and disclosureoatingent assets and liabilities as of the datheconsolidated financial statements and the
reported amounts of revenue and expense duringgffeting periods. As a result, actual results @dliffer from those estimates. The most
significant estimates in the consolidated finanstatements are the valuation of assets in thelrapdise trust and perpetual care trust,
allowance for cancellations, unit-based compensatigerchandise liability, deferred sales reveneéed margin, deferred merchandise trus
investment earnings, deferred obtaining costs acohne taxes. Deferred sales revenue, deferred mangi deferred merchandise trust
investment earnings are included in deferred cenpedeenues, net, on the consolidated balance .sheet

2. LONG-TERM ACCOUNTS RECEIVABLE, NET OF ALLOWANCE
Long-term accounts receivable, net, consisted efdhowing:

As of December 31

2012 2011
(in thousands)

Customer receivable $159,72¢ $151,51°
Unearned finance incon (18,377) (16,679
Allowance for contract cancellatiol (17,939 (17,587

123,41t 117,25t
Less: current portic—net of allowanct 51,89: 48,83:
Long-term portio—net of allowanct $ 71,52: $ 68,41¢

95



Table of Contents

Activity in the allowance for contract cancellatiis as follows:

Balanc—Beginning of perioc
Provision for cancellation
Charg+offs—net

Balanc—End of perioc

For the Year Ended December 31

2012 2011 2010
(in thousands)
$ 17,58: $ 15,83: $ 13,35(
16,76¢ 18,64¢ 16,52¢

(16,41)) (16,899 (14,04)
$17,93¢ $ 17,58: $ 15,83:

The Company’s customer receivables are consida@radding receivables as they primarily relate t®-peed sales which are usually
made on an installment contract basis. Contraetsismally for a period not to exceed 60 months wéyiments of principal and interest
required. The Company has a standard contractuaéagent that it executes related to these receigabid therefore the Company only has
one portfolio segment of receivables with no setgackasses of receivables within that segment.

Management evaluates customer receivables for impat on an individual contract basis based uperatfe of the receivable and a
customer’s payment history. The Company’s receemptimarily relate to pre-need sales and thergf@e&ompany has not performed the
service or fulfilled all of its obligations for thmerchandise to which the receivable relates. Assalt, the Company has some leverage with it
customers in terms of collecting its receivablastirer, the Company will be flexible with customerso have difficulty making payments and
will try to create revised or alternative paymegiteements with the customer. As a result, the Comgaes not write-off a receivable until all
possible collection efforts have been exhaustedfA3ecember 31, 2012 and 2011, approximately 9the@fCompany’s gross accounts

receivable balance was 90 days past due.

3. CEMETERY PROPERTY
Cemetery property consists of the following:

Developed lant

Undeveloped lan

Mausoleum crypts and lawn cryy
Other lanc

Total

4. PROPERTY AND EQUIPMENT
Major classes of property and equipment follow:

Building and improvement
Furniture and equipme

Less: accumulated depreciati
Property and equipme—net
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As of December 31

2012 2011
(in thousands)
$ 71,31¢ $ 64,26¢
162,27! 160,15:
69,52¢ 69,94¢
6,862 4,572
$309,98( $298,93!

As of December 31

2012 2011
(in thousands)
$ 82,05¢ $ 75,07¢
42,35: 36,86:
124,40¢ 111,93¢
(44,669 (38,16
$ 79,74( $ 73,77,
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Depreciation expense was $7.2 million, $5.9 milloord $5.8 million for the years ended Decembe2812, 2011 and 2010, respectiv

5. MERCHANDISE TRUSTS
At December 31, 2012 and December 31, 2011, thep@oys merchandise trusts consisted of the folloviypes of assets:

Money Market Funds that invest in low risk shortiesecurities
Publicly traded mutual funds that invest in underdydebt securities
Publicly traded mutual funds that invest in undiedyequity securities

Equity investments that are currently paying divide or distributions. These investments includel Estate Investment Trusts
(“REIT'¢"), Master Limited Partnerships and global equity siiest

Fixed maturity debt securities issued by varioupomte entities
Fixed maturity debt securities issued by the U.@/éenment and U.S. Government agencies;
Fixed maturity debt securities issued by U.S. statel local government agenci

All of these investments are classified as Avaddbk Sale as defined by the Investments in DebtEquity topic of the ASC.
Accordingly, all of the assets are carried at Yaiue. All of these investments are considereceteither Level 1 or Level 2 assets as define
the Fair Value Measurements and Disclosures tdpitceoASC. See Note 16 for further details. Theezewno Level 3 assets.

The merchandise trusts are variable interest estfi’IE) for which the Company is the primary béciafy. The assets held in the
merchandise trusts are required to be used to asecthhe merchandise to which they relate. If theevaf these assets falls below the cost of
purchasing such merchandise, the Company may hbireddo fund this shortfall.

The Company has included $7.6 million and $6.9iamilbf investments held in trust by the West ViigiRuneral Directors Association
at December 31, 2012 and December 31, 2011, résggcin its merchandise trust assets. As requingthw, the Company deposits a portion
of certain funeral merchandise sales in West Vigeginto a trust that is held by the West VirginianEral Directors Association. These trusts
recorded at their account value, which approximées/alue.
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The cost and market value associated with thesahs#d in the merchandise trusts at December 312 aAd December 31, 2011 is

presented below:

As of December 31, 201

Shor-term investment
Fixed maturities
U.S. Government and federal age!
U.S. State and local government age
Corporate debt securitis
Other debt securitie
Total fixed maturitie:
Mutual fund—debt securitie
Mutual fund—equity securitie:
Equity securitie:
Other invested asse
Total managed investmer

West Virginia Trust Receivab
Total

As of December 31, 201

Shor-term investment
Fixed maturities
U.S. Government and federal agel
U.S. State and local government age
Corporate debt securitis
Other debt securitie
Total fixed maturitie:
Mutual fund—debt securitie
Mutual fund—equity securitie:
Equity securitie:
Other invested asse
Total managed investmer

West Virginia Trust Receivab
Total
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Gross Gross
Unrealizec Unrealized
Cost Gains Losses Fair Value
(in thousands)
$ 27,89 $ — — $ 27,89(
8,59( 16 (41) 8,71«
4,32( — €) 4,317
12,91( 165 (44) 13,03:
105,38t 3,42F (892) 107,92:
145,53t 6,22¢ (6,697 145,07(
68,71 3,44¢ (4,755 67,40
7,37¢ 165 (444) 7,097
$367,81t $13,43: $(12,837) $368,4 1t
7,551 = = 7,551
$375,37:  $1343.  $(12,83)  $375,97:
Gross Gross
Unrealizec Unrealized
Cost Gains Losses Fair Value
(in thousands)

$ 38,31 $ — — $ 38,31:
23 — — 23
10,53: 19 (797 9,76¢
1,10( — — 1,10(
11,66( 19 (792) 10,88¢
68,29: 1,711 (2,587 67,42:
148,20 1,93¢ (8,860 141,28¢
71,76( 3,72: (3,132 72,35:
7,32¢ 34 — 7,36(
$34555¢( $ 7,42¢  $(15,367  $337,62:
6,89/ — — 6,89/
$352,45. $ 7,42¢ $(15,369) $344,51!
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The contractual maturities of debt securities aB@tember 31, 2012 and December 31, 2011 are peeskelow:

As of December 31, 201

U.S. Government and federal agel
U.S. State and local government age
Corporate debt securitis

Other debt securitie

Total fixed maturities

As of December 31, 201

U.S. Government and federal agel
U.S. State and local government age
Corporate debt securitis

Other debt securitie

Total fixed maturities

Less thar

1year
$ —

4,31
4,31

&

Less thar

1 year

$1,12¢

1 year through 6 years througt
5 years 10 years
(in thousands)
$ — —
3,861 4,852
$ 3,861 $ 4,852
1 year through 6 years througt
5 years 10 years
(in thousands)
$ — —
8,98¢ 781
$ 8,984 $ 781

More than

10 years

More than

10 years

An aging of unrealized losses on the Company’sstments in fixed maturities and equity securitieBacember 31, 2012 and

December 31, 2011 is presented below:

As of December 31, 201

Fixed maturities
U.S. Government and federal age!
U.S. State and local government age
Corporate debt securitis
Other debt securitie
Total fixed maturitie:
Mutual fund—debt securitie
Mutual fund—equity securitie:
Equity securitie:
Other invested asse
Total

Less than 12 month:

12 Months or more

Unrealizec Unrealized Unrealized

Fair Fair Fair
Value Losses Value Losses Value Losses

(in thousands)

$ — $ — $ — $ — $ — $ —
2,14( 2C 297 21 2,437 41
4,317 3 — — 4,315 3
6,457 23 297 21 6,75¢ 44
6,38¢ 463 4,19¢ 42¢ 10,58¢ 892
48,25¢ 5,50( 19,65¢ 1,197 67,91( 6,697
17,93: 1,527 15,53¢ 3,22¢ 33,47( 4,75¢
2,55¢ 444 — — 2,55¢ 444
$81,59( $ 7,951 $39,68¢ $ 4,87¢ $121,27¢ $12,83:
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Less than 12 months 12 Months or more Total
Unrealized Unrealized Unrealized
Fair Fair Fair
As of December 31, 201 Value Losses Value Losses Value Losses
(in thousands)
Fixed maturities
U.S. Government and federal agel $ — $ — $ — $ — $ — $ —
U.S. State and local government age — — — — — —
Corporate debt securiti 4,007 351 4,45¢ 44C 8,46¢ 791
Other debt securitie — — — — — —
Total fixed maturities 4,007 351 4,45¢ 44(C 8,46¢ 791
Mutual fund—debt securitie 19,69: 1,10¢ 31,91¢ 1,472 51,607 2,581
Mutual fund—equity securitie: 32,63: 97( 59,01( 7,89( 91,641 8,86(
Equity securitie: 20,34¢ 1,941 5,77¢ 1,19( 26,12« 3,131
Other invested asse — — — — — —
Total $76,67¢ $ 4,371 $101,16( $10,99: $177,83¢ $15,36:

A reconciliation of the Company’s merchandise tagttvities for the years ended December 31, 20@Pzecember 31, 2011 is
presented below:

Year ended December 31, 2012

Realizec Unrealized
Fair Capital Gain Fair Value @
Value @ Interest/ Gain/ Change in
12/31/201: Contributions Distributions Dividends Distributions Loss Taxes Fees Fair Value 12/31/2012
(in thousands)
$344,51¢ 55,75¢ (52,61§ 16,04t 78¢€ 8,86: (3,486 (2,429 8,531 $ 375,97
Year ended December 31, 2011
Realizec Unrealized
Fair Capital Gain Fair Value @
Value @ Interest/ Gain/ Change in
12/31/201( Contributions Distributions Dividends Distributions Loss Taxes Fees Fair Value 12/31/2011
(in thousands)
$318,31¢ 61,85: (39,459  13,59° 9,706  3,72¢ (1,597 (2,389 (19,249 $ 344,51!

The Company made net deposits into the trusts mfoxpmately $3.1 million and $22.4 million durinkyet years ended December 31, Z
and 2011, respectively. During the year ended Dbeer8l, 2012 purchases and sales of securitiembhafor sale included in trust

investments were approximately $464.7 million ad620 million, respectively. During the year end@tember 31, 2011 purchases and sale

of securities available for sale included in trinsiestments were approximately $279.3 million a@é826 million, respectively. Contributions
include $12.0 million and $15.5 million of assétattwere acquired through acquisitions during th&ry ended December 31, 2012 and 2011,
respectively. Distributions include $5.8 million a$sets that were divested as a result of thenation of an operating agreement during the
year ended December 31, 20
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Other-Than-Temporary Impairment of Trust Assets

In accordance with ASC 320-10-65-1, the Compangssess whether an impairment is other-than-tempdmaperforming each of the
following:

Fixed Maturity Debt Securities
e The Company assesses whether it has the inteall tany impaired debt security;

* The Company assesses whether it is more likely tiodit will be required to sell any impaired dekturity before its anticipated
recovery;

» If either of these conditions exists, the impairtrisrconsidered to be other than tempor

* The Company assesses whether or not there is i logxlon an impaired security. A credit losshis &xcess of the amortized cost
of the security over the present value of futurpeeted cash flows. If there is a credit loss, tbenfany recognizes an other-than-
temporary impairment in earnings in an amount etpu#iie credit loss. This amount becomes the neswlzasis of the asset and v
not be adjusted for subsequent changes in thedhie of the asse

 The Company assesses the overall credit qualidach issue by evaluating its credit rating as tepldoy any credit rating agency.
The Company also determines if there has been awpgrade in its creditworthiness as reported by suwedit rating agenc

e The Company determines if there has been any ssigpeof interest payments or any announcementayfraention to do sc
e The Company evaluates the length of time untilgtiecipal becomes due and whether the ability tsfethis payment has been
impaired.
Equity Securities
» The Company compares the proportional decline inevto the overall sector decline as measurederi@in specific indices

e The Company determines whether there has beerefysériodic decline from prior periods or whethwegre has been a recovery in
value.

For all securities
* The Company evaluates the severity of the impaitrard length of time that a security has beenlosa position

* The Company determines if there is any publiclyilabte information that would cause us to beligvattimpairment is other than
temporary in nature

During the year ended December 31, 2012, the Coynghatermined that there were 8 securities withgaregate cost basis of
approximately $2.0 million and an aggregate falugaf approximately $1.0 million, resulting in anpairment of $1.0 million, wherein such
impairment was considered to be other-than-temgorarcordingly, the Company adjusted the cost bakthese assets to their current value
and offset this change against deferred revenus.rétuction in deferred revenue will be reflecie@arnings in future periods as the
underlying merchandise is delivered or the undeg\service is performed.

During the year ended December 31, 2011, the Coyngatrermined that there were 4 securities withggregate cost basis of
approximately $1.5 million and an aggregate falugaf approximately $1.0 million, resulting in anpairment of $0.5 million, wherein such
impairment was considered to be other-than-temgorar
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Accordingly, the Company adjusted the cost basth@de assets to their current value and offsetctiinge against deferred revenue. This
reduction in deferred revenue will be reflecte@&mnings in future periods as the underlying merdisz is delivered or the underlying service
is performed.

6. PERPETUAL CARE TRUSTS
At December 31, 2012 and December 31, 2011, thep@opis perpetual care trusts consisted of theviallg types of assets:
* Money Market Funds that invest in low risk shortiiesecurities
e Publicly traded mutual funds that invest in undedydebt securities
e Publicly traded mutual funds that invest in undedyequity securities

» Equity investments that are currently paying divide or distributions. These investments includeTRE IMaster Limited
Partnerships and global equity securit

» Fixed maturity debt securities issued by varioupomte entities
» Fixed maturity debt securities issued by the U.8/é&nment and U.S. Government agencies;
» Fixed maturity debt securities issued by U.S. stated local government agenci
All of these investments are classified as Avaddbk Sale as defined by the Investments in DebtEquity topic of the ASC.

Accordingly, all of the assets are carried at Vailue. All of these investments are consideredeteither Level 1 or Level 2 assets as define
the Fair Value Measurements and Disclosures tdptitenASC. See Note 16 for further details. Theezewno Level 3 assets.

The cost and market value associated with thesabsdd in perpetual care trusts at December 312 26dl December 31, 2011 were as
follows:

Gross Gross
Unrealizec Unrealized
As of December 31, 201 Cost Gains Losses Fair Value
(in thousands)
Shor-term investment $ 21,41¢ $ — $ — $ 21,41¢
Fixed maturities
U.S. Government and federal agel 40¢ 104 — 512
U.S. State and local government age — — — —
Corporate debt securitis 22,69( 702 (207) 23,29
Other debt securitie 371 — — 371
Total fixed maturitie: 23,46¢ 80¢€ (101) 24,174
Mutual fund—debt securitie 103,90¢ 3,42¢ (150 107,18t
Mutual fund—equity securitie: 94,23¢ 5,22 (249) 99,21
Equity securitie: 23,797 6,56: (45E) 29,90¢
Other invested asse 112 302 — 41E
Total $266,94¢ $16,32: $ (955 $282,31:
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Gross Gross
Unrealizec Unrealized
As of December 31, 201 Cost Gains Losses Fair Value
(in thousands)
Shor-term investment $ 22,60 $ — $ — $ 22,607
Fixed maturities
U.S. Government and federal age! 40¢ 10t — 513
U.S. State and local government age 66 81 — 147
Corporate debt securitis 23,35¢ 22¢ (1,439 22,15¢
Other debt securitie 371 — — 371
Total fixed maturitie: 24,20« 41¢ (1,439 23,18¢
Mutual fund—debt securitie 61,70( 18t (1,079 60,80¢
Mutual fund—equity securitie: 104,82 4,29t (9,627 99,49¢
Equity securitie: 39,19¢ 9,32¢ (112 48,41
Other invested asse 327 15€ (313 17C
Total $252,86: $14,37" $(12,559) $254,67¢
The contractual maturities of debt securities aB@fember 31, 2012 and December 31, 2011 arelas/$ol
Less thar 1 year through 6 years througt More than
As of December 31, 201 1 year 5 years 10 years 10 years
(in thousands)
U.S. Government and federal agel $ 12¢ $ 384 $ — $ —
U.S. State and local government age — — — —
Corporate debt securitis 78 10,841 12,36¢ —
Other debt securitie 371 — — —
Total fixed maturities $ 577 $ 11,23: $ 12,36¢ $ —
Less thar 1 year through 6 years througt More than
As of December 31, 201 1 year 5 years 10 years 10 years
(in thousands)
U.S. Government and federal agel $ — $ 38¢ $ 12t $ —
U.S. State and local government age 147 — — —
Corporate debt securitis 12¢ 19,76: 2,26¢ —
Other debt securitie 371 — — —
Total fixed maturities $ 64€ $ 20,15( $ 2,38¢ $ —
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An aging of unrealized losses on the Company’sstiwents in fixed maturities and equity securitieBecember 31, 2012 and
December 31, 2011 held in perpetual care trugiseisented below:

As of December 31, 201

Fixed maturities
U.S. Government and federal age!
U.S. State and local government age
Corporate debt securiti
Other debt securitie
Total fixed maturitie:
Mutual fund—debt securitie
Mutual fund—equity securitie:
Equity securitie:
Other invested asse
Total

As of December 31, 201

Fixed maturities
U.S. Government and federal age!
U.S. State and local government age
Corporate debt securiti
Other debt securitie
Total fixed maturitie:
Mutual fund—debt securitie
Mutual fund—equity securitie:
Equity securities
Other invested asse
Total

Less than 12 month: 12 Months or more Total
Unrealizec Unrealized Unrealized
Fair Fair Fair
Value Losses Value Losses Value Losses
(in thousands)
$ — $ — $ — $ — $ — $ —
4,63( 48 711 53 5,341 101
4,63( 48 711 53 5,341 101
85¢ 35 87C 11F 1,72¢ 15C
34,80¢ 24¢ — — 34,80¢ 24¢
4,26¢ 23¢ 54t 217 4,81¢ 45E

$44,56! $ 57C

$ 2,12¢ $ 38F

$ 46,68¢ $ 95t

Less than 12 months 12 Months or more Total
Unrealizec Unrealized Unrealized
Fair Fair Fair
Value Losses Value Losses Value Losses
(in thousands)
$ — $ — $ — $ — $ — $ —
7,967 727 8,471 707 16,43¢ 1,43¢
7,967 727 8,471 707 16,43¢ 1,43¢
37,95¢ 172 1,67¢ 307 39,63! 1,07¢
21,48 3,02: 44,41¢ 6,59¢ 65,89¢ 9,621
2,97¢ 10€ 351 6 3,32¢ 112
17C 31: — — 17C 313
$70,55¢ $ 4,941 $54,91: $ 7,61¢ $125,46° $12,55¢

A reconciliation of the Company’s perpetual catestractivities for the years ended December 312 20 2011 is presented below:

Year ended December 31, 2012

Distributions Dividends

Realizec
Capital Gain
Gain/
Distributions Loss Taxes Fees

Unrealized

Fair
Change in Value @
Fair Value 12/31/201:

Fair
Value @
12/31/201: Contributions
$254,67¢ 12,53t

(15,029

(in thousands)

16,74( 12¢

104
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Year ended December 31, 2011

Realizec Unrealized
Fair Capital Gain Fair
Value @ Interest/ Gain/ Change in Value @
12/31/201( Contributions Distributions Dividends Distributions Loss Taxes Fees Fair Value 12/31/2011
(in thousands)
$249,69C 15,30: (13,720  15,81¢ 1,07¢  2,40¢ (910 (1,461  (13,53() $254,67¢

The Company made net withdrawals out of the trlispproximately $2.5 million and net deposits ittie trust of approximately $1.6
million during the years ended December 31, 20122011, respectively. During the year ended Decer@bg2012 purchases and sales of
securities available for sale included in trusieistvnents were approximately $299.9 million and 89fillion, respectively. During the year
ended December 31, 2011 purchases and sales oitiescavailable for sale included in trust investits were approximately $139.9 million
and $127.2 million, respectively. Contributionslude $5.0 million and $8.3 million of assets tharevacquired through acquisitions during
years ended December 31, 2012 and 2011, respgc

Other-Than-Temporary Impairment of Trust Assets

Refer to Note 5 for a detailed discussion of thepaating rules related to other-than-temporarilp&ined assets and the Company’s
procedures for evaluating whether impairment tetssare other than temporary.

During the year ended December 31, 2012, the Coynghatermined that there were 2 securities withggregate cost basis of
approximately $10.6 million and an aggregate falue of approximately $7.8 million, resulting in mmpairment of $2.8 million, wherein such
impairment was considered to be other-than-temgorarcordingly, the Company adjusted the cost bakthese assets to their current value
and offset this change against the liability forgetual care trusts corpus.

During the year ended December 31, 2011, the Coyngatermined that there was a single security astlaggregate cost basis of less
than $0.1 million which was substantially impairadd such impairment was considered to be other#raporary. Accordingly, the Compsé
adjusted the cost basis of this asset to its ctwane and offset this change against the lighitit perpetual care trusts corpus.

7. GOODWILL AND INTANGIBLE ASSETS
Goodwill

The Company has recorded goodwill of approximasdlg.4 million and $32.1 million as of December 2212 and 2011, respectively.
This amount represents the excess of the purchicseqver the fair value of identifiable net assatquired in acquisitions. Goodwill acquired
during 2011 has been retrospectively adjusteddochmse accounting adjustments related to cer@did Acquisitions. See Note 14 for further
details.

A rollforward of goodwill by reportable segmentais follows:

Cemeteries Funeral
Southeas Northeasi West Homes Total
(in thousands)
Balance as of January 1, 2C $ 45¢ $ — $11,80: $ 5,89¢ $18,15:
Goodwill acquired fronacquisitions during 201 5,27¢ — 147 8,56 13,99:
Balance as of December 31, 2( 5,73¢ — 11,94¢ 14,46: 32,14t
Gooduwill acquired from acquisitions during 2C 44( — — 9,801 10,241
Balance as of December 31, 2( $6,17¢ $ — $11,94¢ $24,27( $42,39:
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The Company evaluates the carrying value of goddluiing the fourth quarter of each year or moegfrently if events and
circumstances indicate that the asset may haveitrgeired. No impairment of the Company’s goodvdk been identified during the years
ended December 31, 2012, 2011 or 2010.

Other Acquired Intangible Assets

The Company has other acquired intangible asseaist of which have been recognized as a resultafiaitions and long-term operating
agreements. These amounts are included within agsats on the consolidated balance sheet. Alleointangible assets are subject to
amortization. The major classes of intangible &sasd as follows:

As of As of
December 31, 201, December 31, 201
Net Net
Gross Accumulated Intangible Gross Accumulated Intangible
Carrying Carrying
Amount Amortization Asset Amount Amortization Asset

(in thousands)
Amortized Intangible Asset

Underlying contract valu $623¢ $ (55F) $ 568 $848 $  (54€) $ 7,93¢
Non-compete agreemer 6,02: (2,559 3,47( 3,82( (1,419 2,407
Other intangible asse 26¢ (81) 18¢ 20& (67) 13¢
Total Intangible Asset $12,53. $ (3,189 $ 9,347 $1250¢ $ (2,02¢) $10,48:

Underlying Contract Value of Long-Term Operating Agements

The Company entered into three long-term operagrgements during 2009, wherein it became the sixelwperator of cemetery
properties. These long-term operating agreemedtadati qualify for acquisition accounting. Furthéére Company’s agreement with Kingwood
Memorial Park Association was amended in the §jtetrter of 2012, and subsequently qualified fougitjon accounting as discussed in Note
14. This change caused the entire decrease irrdlss garrying amount of the underlying contractigads of December 31, 2012. The fair v
of the consideration paid and liabilities assuntedriter into the remaining agreements exceedef@ithealue of assets acquired by
approximately $6.2 million. This amount, which repents the underlying contract values, has beemded as an intangible asset and is beinc
amortized on the straight-line basis over the etqublife of the contracts, which is 40 years. Thedization expense is included as a
component of depreciation and amortization in thesolidated statement of operations.

Non-Compete Agreements

In connection with certain acquisitions entered iimt2010, 2011 and 2012, the Company enteredniatecompete agreements with the
former owners of the acquired entities (See Notéoidurther details). The non-compete agreememtewalued in purchase accounting at a
fair value of approximately $6.0 million. The famlue was determined by comparing the discountst flaws of the acquired business with
and without competition. The non-compete agreemamtdeing amortized on the straight-line basig twe life of the agreements, which is 4
to 6 years. The amortization expense is includesl @amponent of depreciation and amortization éndbnsolidated statement of operations.
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At December 31, 2012, amortization expense relatétangible assets with definite lives is estietato be the following for each of the
next five years:

For the Year Ending Amortization
December 31 Expense
(in thousands
2013 $ 1,35¢
2014 1,19¢
2015 717
2016 64¢
2017 $ 421

8. DERIVATIVE INSTRUMENTS

On November 24, 2009, the Company entered intotendst rate swap (the “First Interest Rate Swayhigrein the Company agreed to
pay the counterparty interest in the amount ofehmenth LIBOR plus 888 basis points in consideratar the counterparties agreement to pay
the Company a fixed rate of interest of 10.25% gmircipal amount of $108.0 million. On DecembeR@09, the Company entered into an
interest rate swap (the “Second Interest Rate Swiagéther with the First Interest Rate Swap, théetest Rate Swapstyherein the Compar
agreed to pay the counterparty interest in the atnoiithree month LIBOR plus 869 basis points insideration for the counterparties
agreement to pay the Company a fixed rate of iste£10.25% on a principal amount of $27.0 million

The Interest Rate Swaps did not qualify for hedgmanting. Accordingly, the fair value of the Irget Rate Swaps was reported on the
Company’s consolidated balance sheet and peritdioges in the fair value of the Interest Rate Swagre recorded in earnings. On
October 20, 2010, the Company elected to termithetdnterest Rate Swaps early. Upon terminaticen Gbmpany received a payment of
approximately $2.0 million to settle the Interestt®Swaps. For the year ended December 31, 204 @,dmpany recognized a gain of
approximately $4.7 million related to the changéaiin value and termination payment of the InteReate Swaps.

9. LONG-TERM DEBT
The Company had the following outstanding debt:

As of December 31

2012 2011
(in thousands)

10.25% senior notes, due 2C $150,00( $150,00(
Revolving Credit Facility, due January 2C 101,70( 33,00(
Acquisition Credit Facility, due January 20 — 10,75(
Notes payab—acquisition deb 1,46t 2,001
Notes payab—acquisition no-competes 3,83( 1,72¢
Insurance and vehicle financii 1,29¢ 1,35¢
Total 258,29 198,83:
Less current portio 2,17t 1,48
Less unamortized bond and note payable discc 3,34¢ 3,512
Long-term portion $252,77: $193,83!
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10.25% Senior Notes due 2017
Purchase Agreemer

On November 18, 2009, the Company entered intareh@se Agreement (the “Purchase Agreement”) byaamohg StoneMor Operating
LLC (the “Operating Company”), Cornerstone Famign8ces of West Virginia Subsidiary, Inc. (“CFS W¥4érginia”), Osiris Holding of
Maryland Subsidiary, Inc. (“Osiris”), the Partnersithe subsidiary guarantors named in the PurcAgseement (together with the Company,
the “Note Guarantors”) and Bank of America SecesitiLC (“BAS”), acting on behalf of itself and dstrepresentative for the other initial
purchasers named in the Purchase Agreement (¢edigtthe “Initial Purchasers”). Pursuant to the@éhase Agreement, the Operating
Company, CFS West Virginia and Osiris (collectivahe “Issuers”), each the Company’s wholly-owneldsidiary, as joint and several
obligors, agreed to sell to the Initial Purchass0.0 million aggregate principal amount of 10.25&&ior Notes due 2017 (the “Senior
Note¢"), with an original issue discount of approximgt&#.0 million, in a private placement exempt frtima registration requirements under
the Securities Act, for resale by the Initial Pasérs (i) to qualified institutional buyers pursu@nRule 144A under the Securities Act or
(i) outside the United States to non-U.S. perdormompliance with Regulation S under the Secwifiet (the “Notes Offering”). The Notes
Offering closed on November 24, 2009.

The Purchase Agreement contains customary repeggsTd and warranties of the parties and indenatifio and contribution provisions
under which the Company, the Issuers, and otheg Bofarantors, on one hand, and the Initial Purchase the other, have agreed to
indemnify each other against certain liabilities;luding liabilities under the Securities Act. TBempany’s Senior Notes are valued using
Level 2 inputs as defined by the Fair Value Measignats and Disclosures topic of the ASC. Basedaes made at the end of the year, the
Company has estimated the fair value of its Selaies to be in excess of par and trading at a prenaif 4.17%, which would imply a fair
value of $156.3 million at December 31, 2012.

Indenture
On November 24, 2009, the Issuers, the Companyhendther Note Guarantors, entered into an inder{the “Indenture”), among the
Issuers, the Company, the other Note Guarantors\&imlington Trust FSB, as trustee (the “Trusteadygrning the Senior Notes.

The Issuers will pay 10.25% interest per annumherprincipal amount of the Senior Notes, payableash semi-annually in arrears on
June 1 and December 1 of each year, starting o Ju2010. The Senior Notes mature on Decembed1T;,.2

The Senior Notes are senior unsecured obligatibtieedssuers and:
» rank equally in right of payment with all existiagd future senior unsecured debt of the Issi
* rank senior in right of payment to all existing gotlire senior subordinated and subordinated diethieolssuers

« are effectively subordinated in right of paymeneiasting and future secured debt of the Issuerthd extent of the value of the
assets securing such debt; i

» are structurally subordinated to all of the exigtamd future liabilities of each subsidiary of thsuers that does not guarantee the
Senior Notes

The Issuers’ obligations under the Senior Notesthadndenture are jointly and severally guaranigieel “Note Guarantees”) by the
Company and each subsidiary, other than the Issihrtsis a guarantor of any indebtedness undeCthdit Agreement (as defined below), or
is a borrower under the Credit Agreement and edioér subsidiary that the Issuers shall otherwissedo become a Note Guarantor pursuan
to the terms of the Indenture (each, a “Restri@ebsidiary”).

108



Table of Contents

At any time on or after December 1, 2013, the Issua their option, may redeem the Senior NotesjHole or in part, at the redemption
prices (expressed as percentages of the prinaipaliat) set forth below, together with accrued anplaid interest, if any, to the redemption
date, if redeemed during the 12-month period beginBecember 1 of the years indicated:

Optional
Year Redemption Price
2013 105.12'%
2014 102.56%
2015 and thereaftt 10C%

At any time prior to December 1, 2013, the Issueay, on one or more occasions, redeem all or artjopaf the Senior Notes, upon r
less than 30 nor more than 60 days’ notice, alamption price equal to 100% of the principal amairthe Senior Notes redeemed, plus the
Applicable Premium (as defined in the Indenturedfathe date of redemption, including accrued amglaid interest to the redemption date.

Subject to certain exceptions, upon the occurrefieeChange of Control (as defined in the Indentwgach holder of Senior Notes will
have the right to require the Issuers to purchaaeholder's Senior Notes for a cash price equabtts of the principal amounts to be
purchased, plus accrued and unpaid interest tdatesof purchase.

The Indenture requires the Company, the Issuermatite Note Guarantors, as applicable, to comgilly warious covenants including,
but not limited to, covenants that, subject toaarexceptions, limit the Company’s and its sulasids’ ability to (i) incur additional
indebtedness; (ii) make certain dividends, distidns, redemptions or investments; (iii) enter ioéstain transactions with affiliates;

(iv) create, incur, assume or permit to exist éerians against their assets; (v) make certaiessaf their assets; and (vi) engage in certain
mergers, consolidations or sales of all or subistyall of their assets. The Indenture also corgaarious affirmative covenants regarding,
among other things, delivery of certain reportsdilvith the SEC and materials required pursuaRuie 144A under the Securities Act to
holders of the Senior Notes and joinder of futuresidiaries as Note Guarantors under the Indenfire Company was in compliance with all
financial covenants at December 31, 2012.

Events of default under the Indenture that coulBjexct to certain conditions, cause all amountsigwinder the Senior Notes to become
immediately due and payable include, but are maitéid to, the following:

1. failure by the Issuers to pay interest on anthefSenior Notes when it becomes due and thereaite of any such failure for 30
days;

2. failure by the Issuers to pay the principal og af the Senior Notes when it becomes due andipayahether at stated maturity,
upon redemption, upon purchase, upon acceleratiotherwise

3. the Issuers’ failure to comply with the agreetaemd covenants relating to limitations on entgiimo certain mergers,
consolidations or sales of all or substantiallyodiltheir assets or in respect of their obligatiompurchase the Senior Notes in
connection with a Change of Contr

4. failure by the Company or the Issuers to comyitia any other agreement or covenant in the Inderdind the continuance of this
failure for 60 days after notice of the failure leeen given to the Company by the Trustee or hsldkat least 25% of the
aggregate principal amount of the Senior Notes thestanding

5. failure by the Company to comply with its covett deliver certain reports and the continuarfcguoh failure to comply for a
period of 120 days after written notice thereof hasn given to the Company by the Trustee or byhtheers of at least 25% in
aggregate principal amount of the Senior Notes thestanding
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6. certain defaults under mortgages, indentureghar instruments or agreements under which therebm issued or by which there
may be secured or evidenced indebtedness of thep@wonor any Restricted Subsidiary, whether suchbtetiness now exists or is
incurred after the date of the Indentt

7.  certain judgments or orders that exceed $7.Eomifor the payment of money have been entered byurt of competent
jurisdiction against the Company or any RestriGetdsidiary and such judgments have not been satjsftayed, annulled
rescinded within 60 days of being enter

8.  certain events of bankruptcy of the Companyn&itdor GP LLC, the general partner of the Compahg {General Partner"jr any
Restricted Subsidiary;

9. other than in accordance with the terms of theeNGuarantee and the Indenture, any Note Guaraatesing to be in full force and
effect, being declared null and void and unenfdstegound to be invalid or any Guarantor denyitsgiability under its Note
Guarantee

Note Purchase Agreement

On August 15, 2007, the Company entered into, aloittythe General Partner and certain of the Comisasubsidiaries, (collectively,
the “Note Issuers”) the Amended and Restated Notelase Agreement (the “NPA”). The NPA was amers#aekn times prior to January 28,
2011 to, among other things, amend borrowing lewetsrest rates, maturity dates and covenantslaDoary 28, 2011, and in connection with
the Company’s February 2011 folloow public offering of common units, the Companyeead into an amendment to its credit agreemens
amendment included the lenders’ consent to thefiagortion of the proceeds from the public offgrof common units to redeem in full the
outstanding $17.5 million of 12.5% Series B and.$illion of 12.5% Series C Notes and to pay agregate make-whole premium of $4.0
million related thereto, which represented the Canys final obligations outstanding under the NFAe make-whole premium has been
classified as early extinguishment of debt on thesolidated statement of operations.

Credit Facility

On August 15, 2007, the Company, the General Pai@ne the Operating Company and various subs@diani the Operating Company
(collectively, the “Borrowers”), entered into an &nded and Restated Credit Agreement (the “Originatlit Agreement”) with Bank of
America, N.A. (“Bank of America”), other lenders)daBAS (collectively, the “Lenders”). The Origin@redit Agreement provided for both an
acquisition credit facility (the “Acquisition Credracility”) and a revolving credit facility (theRevolving Credit Facility”). Capitalized terms
which are not defined in the following descriptisimall have the same meaning assigned to such tertims Original Credit Agreement, as
amended.

The Original Credit Agreement initially providedath (1) the Acquisition Credit Facility would hagemaximum principal amount of
$40.0 million (with an option to increase such liacby an additional $15.0 million on an uncomnadtbasis) and the term of 5 years, and
(2) the Revolving Credit Facility would have a maxim principal amount of $25.0 million (with an aptito increase such facility by up to
$10.0 million on an uncommitted basis) and a teffd years. Amounts borrowed under the Acquisitioedt Facility and repaid or prepaid
may not be reborrowed and amounts borrowed undeRévolving Credit Facility and repaid or prepaigtidg the term may be reborrowed. In
addition, Bank of America agreed to provide tolbloerowers swing line loans (“Swing Line Loans”) & maximum limit of $5.0 million,
which is a part of the Revolving Credit Facilityodns outstanding under the Acquisition Credit Rgciind the Revolving Credit Facility bear
interest at rates set forth in the Credit Agreemwhich has since been amended as described below.

The Original Credit Agreement was amended seveestipmior to April 29, 2011, to, among other thingsiend borrowing levels, intere
rates and covenants. On April 29, 2011, the Compagred into the Second Amended and Restatedt@mgdiement (the “Revised Credit
Agreement”) among the Operating Company as
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the Borrower, each of the subsidiaries of the OpegaCompany as additional Borrowers, the Geneaairer and the Company as Guarantors
the Lenders identified therein, and Bank of AmerNaA., as Administrative Agent, Swing Line Lendard L/C Issuer. The terms of the
Revised Credit Agreement are substantially the sagrtee terms of the Original Credit Agreement. pfimary purpose of entering into the
Revised Credit Agreement was to consolidate thendments to the Original Credit Agreement and toat@autdated references. The Revisel
Credit Agreement provided for both an Acquisitioredit Facility of $65.0 million and a Revolving GlieFacility of $55.0 million, (together,
the “Credit Facility”). This agreement was furtl@nended two times prior to January 19, 2012.

On January 19, 2012, the Company entered into liirel Amended and Restated Credit Agreement (thed©Agreement”) which
amended the Revised Credit Agreement. The terrtteec€redit Agreement and the Revised Credit Agregrare substantially similar. The
current terms of the Credit Agreement are set foelow. Capitalized terms which are not definethim following description shall have the
meaning assigned to such terms in the Credit AgeeenThe Credit Agreement consolidates the AcdarsiCredit Facility and the Revolving
Credit Facility into a single Revolving Credit Fiitgi with a borrowing limit of $130.0 million. Thenaturity date of the Credit Facility is
January 19, 2017.

Amounts borrowed may be either Base Rate Loansimydéllar Rate Loans and amounts repaid or preghaithg the term may be
reborrowed. Depending on the type of loan, borrgwibear interest at the Base Rate or Eurodollas, Rats applicable margins ranging from
1.25% to 2.75% and 2.25% to 3.75%, respectivelgedding on the Company’s Consolidated LeverageoRakie Base Rate is the highest of
the Prime Rate, the Federal Funds Rate plus 0.60%¢ Eurodollar Rate plus 1.0%. The Eurodollée ia the British Bankers Association
LIBOR Rate.

On February 19, 2013, the Company entered int&-its¢ Amendment to the Third Amended and RestatedliCAgreement which
increased the total availability under the Creditikty by $10.0 million to a maximum total borravg of $140.0 million.

The Credit Agreement contains restrictive coventtra among other things, prohibit distributioqen defined events of default, rest
investments and sales of assets and require th@&ugnio maintain certain financial covenants, idelg specified financial ratios. A material
decrease in revenues could cause the Companydotbeertain of its financial covenants, such asbesolidated Leverage Ratio,
Consolidated Debt Service Coverage Ratio and thres@mlated EBITDA covenant, under the Credit AgreatmAny such breach could allow
the Lenders to accelerate (or create cross-dafadkr) the Company’s debt which would have a maltadverse effect on the Company’s
business, financial condition or results of operadi

The Company has financial covenants as followsr &itnsidering amendments from the Credit Agreemidrég Company will not perm
Consolidated EBITDA for the most recently complefiedr fiscal quarters of the Partnership (the “Meament Period”) must not be less than
the sum of (i) $53.5 million plus (ii) 80% of thggregate of all Consolidated EBITDA for each PetaditAcquisition completed after
September 30, 2011.The Company’s maximum Conselida¢verage Ratio, which is the ratio of Consoédafunded Indebtedness to
Consolidated EBITDA, is 3.65 to 1.0 for all Measuent Periods. The Consolidated Debt Service CoeeRadio, which replaces the
Consolidated Fixed Charge Coverage Ratio and wtalselation does not include distributions madet®yPartnership, must not be less than
2.5 to 1.0 for any Measurement Period. In addittba,Company will not be permitted to have MaintezeaCapital Expenditures, as defined in
the Credit Agreement, for any Measurement Periatingnin 2012, 2013, and 2014 and thereafter exogebh.7 million, $7.3 million and $8.0
million, respectively.

The Borrowers under the Credit Agreement paid fed3ank of America, as Administrative Agent, and®Aas Arranger. In addition, t
Credit Agreement requires the Borrowers to payramsad commitment fee, which is calculated baseith@amount by which the commitme
under the Credit Agreement exceed the usage of @mmitments. The Commitment Fee ranges from 0.3#69675% depending on the
Company’s Consolidated Leverage Ratio.
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The proceeds of the Credit Facility may be usethbyBorrowers to finance working capital requiretse®ermitted Acquisitions, and t
purchase and construction of mausoleums. The Bengwbligations under the Credit Agreement aregnut@ed by both the Partnership and
StoneMor GP LLC.

The Borrowers’ obligations under the Credit Fagiite secured by a first priority lien and securitigrest in substantially all of the
Borrowers’ assets, whether then owned or thereafiguired, excluding: (i) trust accounts, certaincpeds required by law to be placed into
such trust accounts and funds held in trust aceo(iiitthe General Partner’s interest in the Ranghip, the incentive distribution rights under
the Partnership’s partnership agreement and thesitegccounts of the General Partner into whiclribistions are received; (iii) Equipment
subject to a purchase money security interest wipetent lease permitted under the Credit Agreerardtcertain other contract rights under
which contractual, legal or other restrictions esignment would prohibit the creation of a securitgrest or such creation of a security inte
would result in a default thereunder.

Events of Default under the Credit Agreement ineluaut are not limited to, the following:
* nor-payment of any principal, interest or other amoutus under the Credit Agreement or any other Ci2ddument

» failure to observe or perform any covenants relate) the delivery of financial statements, cdiapce certificates, reports and
other information; (ii) providing prompt notice Biefaults and other events; (iii) the preservatibthe legal existence and good
standing of each Borrower and Guarantor; (iv) thiitg of the Administrative Agent and each Lendewisit and inspect propertit
examine books and records, and discuss financibbaginess affairs with directors, officers andeipendent public accountants of
each Borrower and Guarantor; (v) restrictions anube of proceeds; (vi) guarantees by new Subwdjgwii) the maintenance of
corporate formalities for each Borrower and Guagr(viii) the maintenance of Trust Accounts andisirFunds; and (ix) any of tl
negative covenants contained in the Credit Agreén

» failure to observe or perform any other covendntpcured 30 days after notice thereof is provibdgdhe Administrative Agent or
Lenders;

» any default under any other Indebtedness of thedBars or Guarantor.
e any insolvency proceedings by a Borrower or Guaira

» the insolvency of any Borrower or Guarantor, orré of attachment or execution or similar processiing or being levied against
any material part of the property of a BorroweGararantor; an

e any Change in Contrc

As of December 31, 2012, there were $101.7 miliboutstanding borrowings under the Credit Fagilityd the Company was in
compliance with applicable financial covenants. Taaying amount of the debt approximates its¥aiue. The Consolidated Leverage Ratio
was 3.48 at December 31, 2012. The Consolidated ®atvice Coverage Ratio was 3.48 at December@l2.2At December 31, 2012,
amounts outstanding under the Credit Facility le@rest at rates that range from 3.6% to 4.1%.

Notes Payable Acquisitions

In July of 2009, certain of the Compasysubsidiaries entered into a $1.4 million notechase agreement in connection with an oper:
agreement in which the Company became the exclagigeator of Green Lawn Cemetery (the “Green LawieN. The Green Lawn Note
bears interest at a rate of 6.5% per year on urgraidipal and is payable monthly, beginning on Asigl, 2009. Principal on the note is due ir
96 equal installments beginning on July 1, 2011DAtember 31, 2012 and 2011, the liability reldatethe installment note was stated on the
Company'’s consolidated balance sheet at approxiyn®te2 million and $1.3 million, respectively.
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In June of 2010, certain of the Company’s subdieiaissued two installment notes in connection Withsecond quarter acquisition
discussed in Note 14. The installment notes abetpaid over a 4 year period and mature April 1,420 he installment notes do not have a
stated rate of interest. The Company has recotdethstallment notes at their fair market valuapproximately $2.6 million. The face
amounts of the installment notes were discountg@doximately $0.7 million, and the discount will Beortized to interest expense over the
of the installment notes. The installment notes B€a25% interest per annum on the portion of thstanding balance after the maturity date
or while there exists any uncured event of defauthe exercise by lender of any remedies follovilngyoccurrence and during the continuanc
of any event of default. In addition, if StoneMaluntarily files for bankruptcy or is involved imanvoluntary bankruptcy proceeding, the
entire principal balance of the installment notéls automatically become due and payable. At Decendi, 2012 and 2011, the liability
related to the installment notes was stated oiCtirapany’s consolidated balance sheet at approxiyn®®e3 million and $0.6 million,
respectively.

In June of 2010, certain of the Company’s subsieliaalso issued four notes in the aggregate paheimount of approximately $5.8
million in connection with the acquisition referemcabove. These notes were paid at the closingeadi¢quisition referenced above by: (i) the
issuance by the Company of 293,947 unregisteredr@mnunits representing limited partnership interestthe Company valued at
approximately $5.8 million and (ii) a cash paymehapproximately $0.2 million.

The carrying amounts of the notes payable appraeiteir fair value.

Acquisition Non-Compete Notes

In connection with several of the Company’s 2012, Pand 2010 acquisitions, certain of the Compasytssidiaries issued installment
notes in consideration for non-compete agreemewtsuted with the former owners of the acquiredtisti The installment notes have varying
payment terms and mature between April 1, 2014Bswember 31, 2017. The installment notes do not laastated rate of interest. At
inception, the Company recorded the installmengsiat their fair market value of approximately $hi8lion. The face amounts of the
installment notes were discounted approximatel® $dillion, and the discount will be amortized toeirest expense over the life of the
installment notes. At December 31, 2012 and 201l |iability related to the installment notes, oktliscounts, was stated on the Company’s
consolidated balance sheet at approximately $3I®mand $1.5 million, respectively. The carryiagounts of the installment notes
approximate their fair value.

10. INCOME TAXES

Effective with the closing of the Partnership’stiali public offering on September 20, 2004 (seeeNDt the Company was no longer a
taxable entity for federal and state income tayppses; rather, the Partnership’s tax attributesg@ixfor those of its corporate subsidiaries, are
to be included in the individual tax returns ofpestners.

The tax on the Company’s net income is borne bgetseral and limited partners. Net income for feiahstatement purposes may differ
significantly from the taxable income of such parthas a result of differences between the taslzaml financial reporting basis of assets anc
liabilities and the taxable income allocation reguients under the partnership agreement. The aagrdiference in the basis of the
Company’s net assets for financial and tax repgmiarposes cannot be readily determined becauseriafion regarding each partner’s tax
attributes is not available to the Company.

The Partnership’s corporate subsidiaries, accaurthiir income taxes under the asset and liabitigghod. Deferred tax assets and
liabilities are recognized for the future tax caqsences attributable to differences between ttantiial statement carrying amounts of existing
assets and liabilities and their respective taxebasd operating loss and tax credit carryforwards.
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Deferred tax assets and liabilities are measurid) @hacted tax rates expected to apply to taxiabteme in the years in which those
temporary differences are expected to be recovaredttled. The effect on deferred tax assetsiabdifies of a change in tax rates is
recognized in income in the period that includesdhactment date.

The tax returns of the Partnership are subjeckaonénation by state and federal tax authoritiesulfh examinations result in changes to
taxable income, the tax liability of the partneosilc be changed accordingly.

Components of the income tax provision (benefipl@able to continuing operations for federal atatestaxes are as follows:

Years ended December 3
2012 2011 2010
(in thousands)

Current provision

Federa $ (8 $ 6 $ —

State 61€ (53¢) 30€
Total 60¢ (532) 30€
Deferred provision

Federa (2,202 (3,329 (5,139

State (196) (163) (557)
Total (2,399) (3,487 (5,689
Total income tax provision (benef $(1,790 $(4,019) $(5,387)

The difference between the statutory federal inctareand the Company’s effective income tax is sammad as follows:

Years ended December 3.

2012 2011 2010
(in thousands)
Computed tax provision (benefit) at the applicatiutory tax rat $(1,68)) $(4,80¢) $(2,327)
State and local taxes net of federal income tavefite 40( (350 20z
Tax exempt (income) los 697 30C 23¢
Change in valuation allowan 3,851 3,93( 3,21(
Partnership earnings not subject to (5,08¢) (3,197) (6,882)
Permanent difference 25 99 171
Income taxe: $(1,790 $(4,019 $(5,387)
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Deferred tax assets and liabilities result fromftiiwing:

As of December 31
2012 2011
(in thousands)

Deferred tax asse

Prepaid expenst $ 3,62¢ $ 3,35¢
State net operating lo 9,97¢ 9,29¢
Federal net operating lo 57,26¢ 53,46¢
Alternative minimum tax cred 73 67
Unrealized losses (gain (240 3,17t
Valuation allowanct (36,489 (35,819
Total deferred tax asse 34,21¢ 33,54«
Deferred tax liabilities

Property, plant and equipme 5,90¢ 6,06:
Deferred revenue related to future revenues anouats receivabl 33,52¢ 34,81¢
Deferred revenue related to cemetery prop 9,31¢ 9,21t
Total deferred tax liabilitie 48,74¢ 50,09"
Net deferred tax liabilitie $ 14,52¢ $ 16,55!

At December 31, 2012, the Company had availablecxirpately less than $0.2 million of alternativerimium tax credit carryforwards,
which are available indefinitely, and $163.6 mifliof federal net operating loss carryforwards, Whidll begin to expire in 2019 and $201.8
million in state net operating losses, a portionvbfch expires annually.

Management periodically evaluates all evidenceh Ipositive and negative, in determining whethealaation allowance to reduce the
carrying value of deferred tax assets is requie@012, the Company concluded, based on the pegjetdlocations of taxable income, that a
deferred tax asset of approximately $0.4 milliofl miore likely than not be realized on several sdiasies. In addition, several separate tax
subsidiaries were in a deferred tax liability positat December 31, 2012 and recognized thosditiabi The vast majority of the taxable
subsidiaries continue to accumulate deferred tagtaghat will not more likely than not be realiz&dull valuation allowance continues to be
maintained on these taxable subsidiaries. Ultimeaéization of the deferred tax asset is dependjgo, among other factors, the Partnership’s
corporate subsidiaries’ ability to generate suéiintitaxable income within the carryforward periadsl is subject to change depending on the
tax laws in effect in the years in which the caoryfards are used.

The Company follows the provisions of ASC Topic {48SC 740") which requires that the Company redaga the financial statement
benefit of a tax position only after determiningttthe relevant tax authority would more likelyrihzot sustain the position following an audit.
For tax positions meeting the more-likely-than-thoeshold, the amount recognized in the finandetkesnents is the largest benefit that has a
greater than 50 percent likelihood of being reaiapon ultimate settlement with the relevant tatharity. During the year ended December
2011, the Company recorded an income tax benefio million reversing an unrecognized tax bereftited to uncertain tax positions as the
statute of limitations for this item expired. Asécember 31, 2012 and December 31, 2011, the Gorgmes not have any unrecognized tax
benefits related to uncertain tax positions.

The Company and its subsidiaries are subject téed&ral income tax as well as income taxes of leltate jurisdictions. The
Company’s effective tax rate fluctuates over tiasdd on income tax rates in the various tax juisis in which the Company operates and
based on the level of earnings in those jurisdigtia’he Company is currently under audit by therhl Revenue Service. The scope of this
audit includes an audit of
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the Company’s qualifying income. In order to beatesl as a partnership for federal income tax peaa least 90% of the Company’s gross
income must be qualifying income.

If the Company were treated as a corporation foerfal income tax purposes for any taxable yeawfach the statute of limitations
remains open, including the tax year currently uraslit, or for any future taxable year, the Comypawnuld pay federal income tax on its
taxable income for such year(s) at the corporateate, which is currently a maximum of 35%, andulgldikely pay state income tax at vary
rates. Distributions would generally be taxed agairtorporate distributions, and no income, gairsses or deductions would flow through to
unitholders. Because a tax would be imposed upiCthmpany as a corporation, including taxes wispeet to prior periods, the Company’s
cash available for distribution would be substdiytieeduced.

In connection with each public offering of the Cang’s common units, including its initial publicfefing of common units, outside
counsel reviewed the various categories of the Gmyig gross income and opined that it would besifigsl as a partnership for federal
income tax purposes. The Company is fully coopegatiith the IRS in the audit process. Although ssusance can be given, the Company
does not anticipate any change in its status astagrship for federal income tax purposes or drange in prior period taxable income.

The Company is not currently under examination iy @her federal or state jurisdictions. The fetstatute of limitations and certain
state statutes of limitations are opened from F0@®ard. Management believes that the accrualewtitibilities is adequate for all open years.
This assessment relies on estimates and assumptidnsay involve a series of complex judgments afdure events. On the basis of presen
information, it is the opinion of the Company’s nagement that there are no pending assessmentgillhasult in a material effect on the
Company’s consolidated financial statements ovemntxt twelve months.

The Company recognizes any interest accrued relatedrecognized tax benefits in interest expenskpenalties in operating expenses
for all periods presented. The Company has notdecbany material interest or penalties during @frtyhe years presented.

The net change in the valuation allowance for 2048 an increase of $674. This change in the valuaflowance is the result of the
change in unrealized gains and losses of the Coytgpavestment portfolio, which is recorded withdeferred revenues, net; the results of
acquisition accounting; net operating losses thataore likely than not to be realized and net afieg losses that do not meet the more likely
than not standard.

11. DEFERRED CEMETERY REVENUES—NET / DEFERRED SELLING AND OBTAINING COSTS

In accordance with SAB No. 104, the Company defeesevenues and all direct costs associated hétlsale of pre-need cemetery
merchandise and services until the merchandiseligeded or the services are performed. The Compistydefers the costs to obtain new pre
need cemetery and new prearranged funeral busasessll as the investment earnings on the preaedhagrvices and merchandise trusts (set
Note 1).

At December 31, 2012 and 2011, deferred cemetepnies, net, consisted of the following:

As of December 31
2012 2011
(in thousands)
Deferred cemetery reven $346,62: $306,48t
Deferred merchandise trust rever 65,72¢ 50,41¢
Deferred merchandise trust unrealized gains (19: 60C (7,93%)
Deferred pr-acquisition margit 132,22: 135,04
Deferred cost of goods sc (47,309 (42,33
Deferred cemetery revenues, $497,86:. $441,67!
Deferred selling and obtaining co: $ 76,31 $ 68,54:
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Deferred selling and obtaining costs are carriednaasset on the consolidated balance sheet indaree with the Financial Services —
Insurance topic of the ASC.

12. LONG-TERM INCENTIVE AND RETIREMENT PLANS
Long Term Incentive Plan
Overview

On November 8, 2006, the General Partner’s boadire€tors adopted the StoneMor Partners L.P. Lbeign Incentive Plan, as
amended (“LTIP") for its employees, consultants dirdctors, who perform services for the Comparhe LTIP permits the grant of awards
covering an aggregate of 1,124,000 common unitiserform of unit options, unit appreciation rigktsd ARs”), restricted units and phantom
units. The compensation committee of the Compa@gseral Partner’'s board of directors administegsplan. The plan will continue in effect
until the earliest of (i) the date determined by @eneral Partner’'s board of directors; (ii) theedhat common units are no longer available fo
payment of awards under the plan; or (iii) the hegminiversary of the plan.

The General Partnexr’board of directors or compensation committee rimatheir discretion, terminate, suspend or disicwrg the LTIP &
any time with respect to any units for which a gtaas not yet been made. The General Partner'slludatirectors also has the right to alter or
amend the LTIP or any part of the plan from timdirtwe, including increasing the number of unitst timay be delivered in accordance with
awards under the plan, subject to any approvaegjifiired by the exchange upon which the commors amé listed at that time. No change in
any outstanding grant may be made, however, thatdroaterially impair the rights of the participamthout the consent of the participant.

Awards Made Under the LTIF
Phantom Unit Awards

On November 8, 2006, the General Partner, actingetialf of the Company, entered into a Key Empldyestricted Phantom Unit
Agreement (the “Key Employee Agreement”) with certaf its employees (“Key Employees”).

Under the terms of the Key Employee Agreement, Eeployees received Restricted Phantom Units (“Eggs#dPhantom Units”).
Employee Phantom Units are the economic equivaleohe common unit representing limited partneeriests of the Company. Employee
Phantom Units become payable, in cash or commds,atithe Company'’s election, upon the full vestifithe Employee Phantom Units.
Employee Phantom Units contained no distributiomivent rights during the vesting period.

A total of 360,500 Employee Phantom Units were tgdmunder the Key Employee Agreement. Half of thesés were converted into
common units prior to 2009 and half were conveiéal common units in 2010.

On November 8, 2006, the General Partner, actingetsalf of the Company, entered into a DirectortiReted Phantom Unit Agreement
(the “Director Agreement”) with certain of its oigte directors (the “Directors”).

Under the terms of the Director Agreement, eaclivefdirectors was awarded 3,000 Restricted Phatdoits (“Director Phantom
Units”). Director Phantom Units become payablegash or common units, at the Company’s electioonupe separation of the Director from
service as a director or upon the occurrence adiceother events specified in the Director AgreemEach Director Phantom Unit contains a
distribution equivalent right which entitles eachidator to additional Director Phantom Units upatle distribution made to common unit
holders. The calculation of additional Director Rtwem Units granted upon each distribution to commioih holders is equal to a Directors tc
cumulative Director Phantom Units at the time diistribution multiplied by the per unit monetangttibution divided by the fair value of a
common unit at the time of the distribution. EadhebBtor also receives a portion of their annuadiredr in deferred restricted phantom units.
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There were approximately 71,767, 60,395 and 51[H6&tor Phantom Units outstanding at Decembef812, 2011 and 2010, respectively.

On December 16, 2009, the General Partner, actirzggbalf of the Company, entered into an ExecuRigstricted Phantom Unit
Agreement (the “Executive Agreement”) with certafrthe Company’s executives (the “Executives”). Enthe terms of the Executive
Agreement, 20,000 Restricted Phantom Units (“Exgel®hantom Units”) were issued. These units westad upon issuance.

On November 7, 2012, the General Partner, actingetialf of the Company, entered into an Executigsticted Phantom Unit
Agreement (the “2012 Executive Agreement”) witheamecutive of the Company (the “Executive”). Unde terms of the 2012 Executive
Agreement, the Executive was awarded 45,000 ResdrRRhantom Units (“Executive Phantom Units”) thest over 3 years as follows; 15,000
Phantom Units vest one year after the Grant D&®0D Phantom Units vest two years after the Gbaté, and 15,000 Phantom Units vest
three years after the Grant Date.

Executive Phantom Units become payable, in cagslommon units, at the Company’s election, upon épagation of the Executive from
service as an executive or upon the occurrencertdio other events specified in the Executive Agrent. The exercise of Executive Phanton
Units may be subject to approval by the Comparigiged partners as required by the NYSE listinggsulEach Executive Phantom Unit
contains a distribution equivalent right which #a8 each Executive to additional Executive Phantiits upon each distribution made to
common unit holders. The calculation of additioBakcutive Phantom Units granted upon each distdhub common unit holders is equal to
an Executives total cumulative Executive Phantoritd it the time of a distribution multiplied by tper unit monetary distribution divided by
the fair value of a common unit at the time of ditribution. There were approximately 71,446, 82,and 22,072 Executive Phantom Units
outstanding at December 31, 2012, 2011 and 20%pectively. Effective April 1, 2012, one of the Exéves retired from the Company, and
simultaneously entered into a two year consultippggament where the Executive also agreed to betimnéice Chairman of the Company’s
Board of Directors. This individual owned approxielg 13,223 of the Executive Phantom Units outsitagat December 31, 2012.

The table below reflects the LTIP activity for thears ended December 31, 2012, 2011 and 2010 ctasghe:

Years ended December 3.

2012 2011 2010
(in thousands)
Outstanding, beginning of peri 84,377 73,73¢ 63,69!
Granted (1 58,83¢ 10,64: 10,04:
Matured — — —
Forfeited — — —
Outstanding, end of peric 143,21. 84,377 73,73¢

(1) The weighted-average price for unit awardshendate of grant was $23.84, $27.79, and $22.5théoyears ended December 31 2012,
2011, and 2010, respective

As of December 31, 2012, there was approximatel§ 8iillion of unrecognized compensation cost reldtethe units issued in the 2012
Executive Agreement. Total compensation expensarfiirawards was approximately $0.4 million, $0.ion and $0.2 million for the years
ended December 31, 2012, 2011 and 2010, respsactivel

There were no modifications made to any existing amwards in 2012. No unit awards were capitalidadng the years ended
December 31, 2012, 2011 or 2010.
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Unit Appreciation Rights Awards

On November 27, 2006, the General Partner, actingebalf of the Company, entered into a Key Emptdyait Appreciation Rights
Agreement (the “2006 UAR Agreement”) with certafrtlte Company’s key employees (the “2006 Key Empé&s). Under the terms of the
2006 UAR Agreement, 2006 Key Employees received Bppreciation Rights (“UARs”) wherein 2006 Key Elopees became entitled to
compensation in the form of units in an amount étuthe fair value of the Company’s common unjt®m exercise less $24.14 per unit
multiplied by the total number of UARs exerciseahitd to be issued should be equal to this amowidelil by the fair value of common units
upon exercise. A total of 120,000 UARs were gramteder the 2006 UAR Agreement, all of which hade@st December 31, 2009 and were
exercised by December 31, 2011.

On December 16, 2009, the General Partner, actirigebalf of the Company, entered into a Key Emptayait Appreciation Rights
Agreement (the “2009 UAR Agreement”) with certafrttte Company’s key employees (the “2009 Key Emp#s) and non-employee
directors.

Under the terms of the 2009 UAR Agreement, 2009 Employees and non-employee directors received UgkRisbecame entitled to
compensation in the form of units, in an amountaétm the fair value of the Company’s common unjien exercise less $18.80 per unit
multiplied by the total number of UARs exerciseahitd to be issued should be equal to this amowidelil by the fair value of common units
upon exercise.

UARs granted under the 2009 UAR Agreement vestperaentage rate which is equal to a fraction timaerator of which is the number
of calendar months which have elapsed since Deceh@009 and the denominator of which is 48, ecthio forfeiture upon certain
conditions set forth in the UAR Agreement. The eisa&r of such UARs may be subject to approval byQbmpany’s limited partners as
required by the NYSE listing rules. A total of 8040 UARs were granted under the 2009 UAR Agreerardt694,098 of these units remait
outstanding at December 31, 2012.

In the second quarter of 2012, the General Par&inéing on behalf of the Company, entered into y Employee Unit Appreciation
Rights Agreement (the “2012 UAR Agreement”) withitaen of the Company’s key employees (the “2012 Eeyployees).

Under the terms of the 2012 UAR Agreements, 201 Kmployees received UARs wherein 2012 Key Empleymsxame entitled to
compensation in the form of units in an amount étuthe fair value of the Company’s common unjt®m exercise less $24.36 per unit
multiplied by the total number of UARs exercisedhitd to be issued should be equal to this amowndeli by the fair value of common units
upon exercise.

UARs granted under the 2012 UAR Agreements vestpercentage rate which is equal to a fractiomtimaerator of which is the numt
of calendar months which have elapsed since theeafassuance and the denominator of which is éBjegt to forfeiture upon certain
conditions set forth in the UAR Agreement. The eig& of such UARs may be subject to approval byGbmpany’s limited partners as
required by the NYSE listing rules. A total of 80(BUARs were granted under the 2012 UAR Agreemamds80,500 of these units remain
outstanding at December 31, 2012.

The fair value of UARs granted under both the 20BR Agreements and the 2009 UAR Agreements wamastid on the date of grant
using the Black-Scholes-Merton option pricing modgh the following weighted-average assumptions:

2012 UAR 2009 UAR

Agreemen Agreement
Expected dividend yield 9.6(% 10.7(%
Risk-free interest rat 0.62% 2.7%%
Expected volatility 42.6(% 38.7(%
Expected life (in years 3.52 6.0z
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The fair value of UARs granted under the 2009 UAteéements was $2.39 per UAR and approximately $lllbn in aggregate.

The fair value of UARs granted under the 2012 UAeements was approximately $3.70 per UAR and appedely $0.3 million in
aggregate.

A summary of UAR activity for the years ended Debem31, 2012, 2011 and 2010 follows:

Years ended December 3.

2012 2011 2010
(in thousands)

Outstanding, beginning of peri 759,85’ 874,83! 934,00(
Grantec 80,50( — —

Exercisec (65,759  (112,37)) (47,607)
Forfeited — (2,605 (11,567)
Outstanding, end of period ( 774,59¢ 759,85’ 874,83!
Exercisable, end of peric 514,99: 358,63¢ 281,36¢

(1) 694,098 of UARs outstanding at December 31220ére granted under 2009 UAR Agreements and 860t UARSs outstanding at
December 31, 2012 were granted under 2012 UAR Aggets.

As of December 31, 2012, there was approximately 80llion of unrecognized compensation cost reldatenon-vested UARs. $0.5
million of this cost is expected to be recognizethim 1 year, with the remainder being recognizawagh 2016. Total compensation expense
for UARs was approximately $0.5 million for the ye@&nded December 31, 2012, 2011 and 2010. The &omgsued 19,452, 24,682 and
10,936 common units as a result of exercised UARXIL2, 2011 and 2010, respectively.

During the years ended December 31, 2012, 2012@hd, the Company:

* Made no modifications to any existing UAR awar
» Did not capitalize any UAR award
» Did not receive any cash due to the exercise of &}

» Did not recognize any tax benefits due to exercidA&s.

Retirement Plan

The Company has a 401(k) retirement savings plaarfqployees who may defer up to 15% of their corspon. The Company does
currently match any of the employee contributions.

13. COMMITMENTS AND CONTINGENCIES
Legal

The Company is party to legal proceedings in thignairy course of its business but does not expecbtitcome of any proceedings,
individually or in the aggregate, to have a matezitect on the Company’s financial position, resulf operations or liquidity.

Leases

At December 31, 2012, 2011 and 2010, the Compasycemmitted to operating lease payments for presnaeomobiles and office
equipment under various operating leases withairtidrms ranging from one to
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ten years and options to renew at varying termpeBges under operating leases were $2.5 milliaB, 2lion and $2.1 million for the years
ended December 31, 2012, 2011 and 2010, respsactivel

At December 31, 2012, operating leases will resuititure payments in the following approximate amis:

(in thousands

2013 $ 2,112
2014 1,37¢
2015 881
2016 811
2017 75¢
Thereaftel 1,89:
Total $ 7,83(

Employment Agreements

As of December 31, 2012, the Company has employagmeements with two of its senior executives wihaihannually renewable,
unless the Company or the senior executives pravitiee ninety days prior to the expiration of #rmaployment period. The Company also ha:
an employment agreement with the Vice ChairmamefBoard of Directors which is effective for twoaye beginning April 1, 2012.

14. ACQUISITIONS

Acquisition related costs include legal fees arigepthird party costs incurred in acquisition rethactivities. In addition, for the years
ended December 31, 2012, 2011 and 2010, acquisélated costs include legal fees, net of recosen€$0.3 million, $1.2 million and $0.4
million, respectively, related to amounts paid twsue the recovery of misappropriation claims esldb certain acquisitions.

First Quarter 2012 Acquisition

In the second quarter of 2009, the Company eniatedh long-term operating agreement (the “Opegafigreement”) with Kingwood
Memorial Park Association (“Kingwood”) wherein t®mpany became the exclusive operator of the cemetethat time, the Operating
Agreement did not qualify as an acquisition foraotting purposes. However, the existing mercharaligkeperpetual care trusts were
consolidated as variable interest entities. In talti merchandise and other liabilities assumethbyCompany were also recorded as of the
initial contract date. The consideration paid fds ttransaction, including cash and an assumeditjalexceeded the net assets recorded as of
the initial contract date and an intangible asset vecorded for this amount.

In January of 2012, the Company entered into amdetand restated operating agreement (the “Ame@gedating Agreement”), that
supersedes the Operating Agreement. The Amendech@pAgreement has a term of 40 years and thepaosnremains the exclusive
operator of the cemetery. As consideration for @mjeinto the Amended Operating Agreement, the Camypaid $1.7 million in cash and was
relieved of a note payable to Kingwood. In additithre prior trustees of Kingwood have resignedavof of new trustees appointed by the
Company. As a result of the changes in the Ame@jgetating Agreement, for accounting purposes, th@any has gained control of
Kingwood, and acquisition accounting is now apgilea
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The table below reflects the Company'’s final agsesd of the fair value of net assets acquiredetimination of debt and other assets,
and the purchase price, which results in the reitiogrof goodwill recorded in the Company’s Cemgt@perations—Southeast segment.

Final
Assessment
(in thousands’
Net assets acquire

Accounts receivabl $ 66
Cemetery propert 3,001
Property and equipme 102
Total net assets acquir 3,16¢
Assets and liabilities diveste

Note payable to Kingwoo 51¢
Intangible asset representing underlying contrabie (2,236
Fair value of net assets acquired and dive 1,452
Consideration pai 1,652
Goodwill from purchas $ 20C

Second Quarter 2012 Acquisitions

On April 10, 2012, certain subsidiaries of the Camyp (collectively the “Buyer”) entered into a Stdékrchase Agreement with several
individuals (collectively the “Seller”) to purchasé of the stock of Bronswood Cemetery, Inc., #indis Corporation. Through the purchase,
the Buyer acquired one cemetery in lllinois, indhgdcertain related assets, and assumed certaiteddiabilities. In consideration for the net
assets acquired, the Buyer paid the Seller $0.8omih cash.

The table below reflects the Company’s preliminasgessment of the fair value of net assets acquiregurchase price and the gain on
bargain purchase. These amounts may be retrosplycéigjusted as additional information is received.

Preliminary
Assessment
(in thousands
Assets:
Accounts receivabl $ 72
Cemetery propert 84z
Property and equipme 51¢
Perpetual care trusts, restricted, at fair vi 2,78(
Non-compete agreemer 12
Total asset 4,22¢
Liabilities:
Perpetual care trust corp 2,78(
Other liabilities 24
Deferred tax liability 374
Total liabilities 3,17¢
Fair value of net assets acquil 1,04¢
Consideration pai 924
Gain on bargain purcha $ 122
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In addition, on June 6, 2012, certain subsidiasfathe Company (collectively the “Buyer”) enteredd a Purchase Agreement with
several individuals and Lodi Funeral Home, Incligmdively the “Seller”) to purchase certain assatd assume certain liabilities of Lodi
Funeral Home, Inc., a California corporation aridathe stock of Lodi All Faiths Cremation, a Gafinia corporation. Through the purchase,
the Buyer acquired two funeral homes in Califoiniduding certain related assets, and assumedteetated liabilities. As part of the
agreement, the building and underlying real esihteodi Funeral Home, Inc. is being leased from $&dler. The lease agreement is a ten yea
agreement that contains one five year renewal &trtine Buyers election. In addition, at the end of the origilealse or renewal term, the Bu
can elect to purchase the property for fair vass 110% of any rental amounts previously paid utidetease agreement. The Buyer also has
right of first refusal related to any potentialesaf the property occurring during the lease term.

In consideration for the net assets acquired, theBpaid the Seller $0.85 million in cash and ésk13,720 units, which equates to $0.3!
million worth of units. The Buyer will also pay aggregate amount of $0.6 million in equal quarterstallments commencing on January 2,
2013 in exchange for non-compete agreements wetiséiler.

The table below reflects the Company’s preliminasgessment of the fair value of net assets acquihedresulting goodwill is recorded
in the Company’s Funeral Homes operating segmdms& amounts may be retrospectively adjusted asosdd information is received.

Preliminary
Assessment
(in thousands
Assets:
Property and equipme $ 48
Merchandise trusts, restricted, at fair ve 10t
Underlying lease valu 64
Non-compete agreemer 40
Total asset 257
Liabilities:
Merchandise liabilitie: 10t
Total liabilities 10¢
Fair value of net assets acquil 152
Consideration pa—cash 85(
Consideration pa—units 35C
Fair value of debt assumed for -compete agreemer 544
Total consideration pai 1,744
Goodwill from purchas $ 1,59

Third Quarter 2012 Acquisitions

On July 2, 2012, certain subsidiaries of the Corgranllectively the “Buyer) entered into an Asseir¢hase and Sale Agreement (the
“Farnstrom Agreement”) with Farnstrom Mortuary, LIa@d Farnstrom Properties, LLC, both Oregon limitelility companies, Farnstrom
Family, Inc. and Care Cremation Society, Inc., B@tkegon corporations and two individuals (colleetthe “Seller”). Pursuant to the
Agreement, the Buyer acquired five funeral home®iiagon, including certain related assets, andnasdicertain related liabilities. In
consideration for the net assets acquired, the Bogie the Seller $2.3 million in cash. The Buyélt also pay an aggregate amount of $0.3
million in equal quarterly installments commencomgJuly 2, 2012 in exchange for non-compete agra&weith the Seller.
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The table below reflects the Company’s preliminasgessment of the fair value of net assets acquiledresulting goodwill is recorded
in the Company’s Funeral Homes operating segméms& amounts may be retrospectively adjusted asoadd information is received.

Preliminary
Assessment
(in thousands’

Assets:

Property and equipme $ 1,29¢
Non-compete agreemer 17C
Total asset 1,46¢
Total liabilities —
Fair value of net assets acquil 1,46¢
Consideration pa—cash 2,30(
Fair value of debt assumed for -compete agreemer 274
Total consideration pai 2,57¢
Goodwill from purchas $ 1,10¢

In addition, on July 31, 2012, certain subsidiagéthe Company (collectively the “Buyer) enteratbian Asset Purchase and Sale
Agreement (the “Lohman Agreement”) with certainrila corporations, limited liability companies afiodir individuals (collectively the
“Seller”). Pursuant to the Agreement, the Buyernsel nine funeral homes and four cemeteries imiddgincluding certain related assets, anc
assumed certain related liabilities.

In consideration for the net assets acquired, tngeBpaid the Seller $20.0 million in cash and ésk0128,299 units, which equates to $3.!
million worth of units. The Buyer will also pay aggregate amount of $1.5 million in five equal aaniostallments commencing on August 1,
2013 in exchange for a consulting and non-compgteesnent with the Seller.

The table below reflects the Company’s preliminasgessment of the fair value of net assets acquihedresulting goodwill is recorded
in both the Company’s Cemetery Operations—Souttssgghent and Funeral Homes operating segment. Bnesents were retrospectively
adjusted in the fourth quarter of 2012 as the
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Company obtained additional information relatethie acquisition. These amounts may be retrospagtadjusted further as additional
information is received.

Preliminary
Revised
Assessmen Adjustments Assessmer
(in thousands)

Assets:
Accounts receivabl $ 1,00t $ — $ 1,00¢
Cemetery propert 6,10( — 6,10(
Property and equipme 5,86¢ — 5,86¢
Merchandise trusts, restricted, at fair ve 11,88¢ — 11,88¢
Perpetual care trusts, restricted, at fair vi 2,232 — 2,23
Other asset 122 — 122
Non-compete agreemer 1,37 404 1,77
Total asset 28,58( 404 28,98¢
Liabilities:
Deferred margir 3,74¢ — 3,74¢
Merchandise liabilitie: 3,45¢ — 3,45¢
Perpetual care trust corp 2,23: — 2,23:
Total liabilities 9,43¢ — 9,43¢
Fair value of net assets acquil 19,14« 404 19,54¢
Consideration pa—cash 20,00( — 20,00(
Consideration pa—units 3,50( — 3,50(
Fair value of debt assumed for -compete agreemer 1,23( — 1,23(
Total consideration pai 24,73( — 24,73(
Goodwill from purchas $ 5,58¢ $ (409 $ 5,18:

Fourth Quarter 2012 Acquisition

On December 13, 2012, StoneMor Florida Subsidiar§¢ la subsidiary of the Company, (the “Buyer) eateinto an Asset Purchase and
Sale Agreement (the “Harden Agreement”) with a iElicorporation and two individuals (collectivehet“Seller”).Pursuant to the Agreeme
the Buyer acquired one funeral home in Floridaluding certain related assets, and assumed ceefaited liabilities.

In consideration for the net assets acquired, tngeBpaid the Seller $2.25 million in cash and é&k28,863 units, which equates to $0.7
million worth of units. The Buyer will also pay aggregate amount of $0.5 million in twenty equalrterly installments commencing on
March 13, 2013 in exchange for a non-compete ageaewmith the Seller.
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The table below reflects the Company’s preliminasgessment of the fair value of net assets acquiledresulting goodwill is recorded
in the Company’s Funeral Homes operating segméms& amounts may be retrospectively adjusted asoadd information is received.

Preliminary
Assessment
(in thousands’

Assets:

Property and equipme $ 952
Non-compete agreemer 204
Total asset 1,15¢
Total liabilities —
Fair value of net assets acquil 1,15¢
Consideration pa-cash 2,25(
Consideration pa-units 65C
Fair value of debt assumed for -compete agreemer 421
Total consideration pai 3,321
Goodwill from purchas $ 2,16F

If the acquisitions from 2012 and the first andesetquarters acquisitions of 2010 had been constiethee January 1, 2010, on a pro
forma basis, for the years ended December 31, ZWMA, and 2010, consolidated revenues, consolidegethcome (loss), and net income
(loss) per limited partner unit (basic and diluteajuld have been as follows:

As of December 31

2012 2011 2010

(in thousands)
Revenue $247,19¢ $237,22¢ $213,61:
Net loss (3,090 (9,705 (2,255
Net loss per limited partner unit (basic and didi) $ (16 $ (50 $ (.16

These pro forma results are unaudited and haveprepared for comparative purposes only and inctgifain adjustments such as
increased interest on the acquisition of debt. Tdm@yot purport to be indicative of the result®pérations which actually would have resulted
had the combination been in effect on January 1020 of future results of operations of the logas.

Since their respective dates of acquisition, oopprties acquired in 2012 have contributed $4.Honibf revenue and $0.1 million of
operating profit for the year ended December 31220

First Quarter 2011 Acquisition

On January 5, 2011, the Operating Company, Ston@&ath Carolina LLC, a North Carolina limited lidiby company and StoneMor
North Carolina Subsidiary LLC, a North Carolinaiied liability company, each a who-owned subsidiary of the Company (collectively the
“Buyer”), entered into an Asset Purchase and Saleément (the “1st Quarter Purchase Agreement?) Wéritage Family Services, Inc., a
North Carolina corporation and an individual (cotleely the“Seller”). Pursuant to the 1st Quarter Purchases@grent, the Buyer acquired
three cemeteries in North Carolina, including dartalated assets, and assumed certain relatatitiées In consideration for the net assets
acquired, the Buyer paid the Seller $1.7 milliorcash.
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The table below reflects the Company’s final assesd of the fair value of net assets acquired.r€kalting goodwill is recorded in the
Company’s Cemetery Operations—Southeast segment.

Final
Assessment
(in thousands’
Assets:
Accounts receivabl $ 97
Cemetery propert 1,71C
Merchandise trusts, restricted, at fair ve 88(
Perpetual care trusts, restricted, at fair vi 344
Property and equipme 33z
Other asset 10C
Total asset 3,46:
Liabilities:
Deferred margir 79t
Merchandise liabilitie: 734
Perpetual care trust corp 344
Deferred tax liability 64
Total liabilities 1,93
Fair value of net assets acquil 1,52¢
Consideration pai 1,70(
Goodwill from purchas $ 174

Second Quarter 2011 Acquisition

On June 22, 2011, the Operating Company, StoneMssddri LLC, a Missouri limited liability companyd StoneMor Missouri
Subsidiary LLC, a Missouri limited liability compgneach a wholly-owned subsidiary of the Compamjiéctively the “Buyer”), entered into
an Asset Purchase and Sale Agreement (the “2nd&wRurchase Agreement”) with SCI International{,la Delaware limited liability
company and Keystone America, Inc., a Delawarearation (collectively the “Seller” or “SCI MissoU)i Pursuant to the 2nd Quarter
Purchase Agreement, the Buyer acquired three ceiesetnd four funeral homes in Missouri, includoggtain related assets, and assumed
certain related liabilities. In consideration fbetnet assets acquired, the Buyer paid the Salléb3nillion in cash.
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The table below reflects the Company’s final assesd of the fair value of net assets acquired.r€Balting goodwill is recorded in both
the Company’s Cemetery Operations—West segmenFandral Homes operating segment.

Final Assessmer
(in thousands)

Assets:

Accounts receivabl $ 94
Cemetery propert 88(
Merchandise trusts, restricted, at fair ve 2,627
Perpetual care trusts, restricted, at fair vi 1,19C
Property and equipme 1,812
Total asset 6,60:
Liabilities:

Deferred margir 1,30z
Merchandise liabilitie: 1,64¢
Perpetual care trust corp 1,19(
Deferred tax liability 461
Total liabilities 4,601
Fair value of net assets acquil 2,002
Consideration pai 2,15(
Goodwill from purchas $ 14¢

Third Quarter 2011 Acquisitions

On August 1, 2011, the Operating Company and CFSt Wieginia, an affiliate of the Operating Compafgpllectively the “Buyer”)
entered into a Stock Purchase Agreement with timdigiduals (collectively the “Seller”) to purchas# of the stock of Prince George
Cemetery Corporation, a Virginia corporation. Thgbuhe purchase of Prince George Cemetery Corpaoratie Buyer acquired one cemetery
in Virginia. In consideration for the stock acquir¢he Buyer paid the Seller approximately $1.9iamlin cash. The Buyer will also pay $0.3
million in cash in even quarterly installments oadive year period in exchange for non-competeagents with the Seller.
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The table below reflects the Company’s final assesd of the fair value of net assets acquired.r€kalting goodwill is recorded in the
Company’s Cemetery Operations—Southeast segment.

Final Assessmer
(in thousands)

Assets:

Accounts receivabl $ 20
Cemetery propert 2,24:
Merchandise trusts, restricted, at fair ve 562
Perpetual care trusts, restricted, at fair vi 904
Property and equipme 15¢
Other asset 16C
Total asset 4,04¢
Liabilities:

Deferred margir 36C
Merchandise liabilitie! 337
Perpetual care trust corp 904
Deferred tax liability 762
Total liabilities 2,36:
Fair value of net assets acquil 1,68¢
Consideration pai 1,85(
Fair value of debt assumed for -compete agreemer 28C
Total consideration pai 2,13(
Goodwill from purchas $ 44E

Also, on August 17, 2011, the Operating Compangn&vor Puerto Rico LLC, a Puerto Rico limited lithicompany and StoneMor
Puerto Rico Subsidiary LLC, a Puerto Rico limitebllity company, each a wholly-owned subsidiantied Company (collectively the
“Buyer”), entered into a Stock Purchase Agreematit wWiderwoods Group, LLC, a Delaware limited liityi company (the “Seller” or “SCI
Puerto Rico”) to purchase all of the stock of SGéRo Rico Funeral and Cemetery Services, IncuaatB Rico corporation. Through the
purchase of SCI Puerto Rico Funeral and Cemetanic®s, Inc., the Buyer acquired five cemeteried fmur funeral homes in Puerto Rico. In
consideration for the stock acquired, the Buyed pla¢ Seller $4.6 million in cash.
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The table below reflects the Company’s final assesd of the fair value of net assets acquiredptirehase price and the resulting
goodwill, which is recorded in both the Company&n@tery Operations—Southeast segment and Funena¢$loperating segment, and
displays the adjustments made to the revised vakpsted at December 31, 2011. The Company olata@idditional information in the third
guarter of 2012 and has retrospectively adjustesetvalues as noted below.

Revised Final
Assessmer Adjustments Assessmer
(in thousands)

Assets:
Accounts receivabl $ 4,57¢ $ 25 $ 4,60(
Cemetery propert 4,66¢ — 4,66¢
Perpetual care trusts, restricted, at fair vi 981 — 981
Property and equipme 4,12¢ — 4,12¢
Total asset 14,34¢ 25 14,37
Liabilities:
Deferred margir 5,217 (200) 5,017
Merchandise liabilitie! 4,79¢ (167) 4,632
Deferred tax liability 76€ — 76€
Perpetual care trust corp 981 — 981
Total liabilities 11,76 (367 11,39¢
Fair value of net assets acquil 2,58: 392 2,97¢
Consideration pai 4,60( — 4,60(
Goodwill from purchas $ 2,015 $ (399 $ 1,62¢

Fourth Quarter 2011 Acquisitions

On October 4, 2011, the Operating Company and $tong@ennessee Subsidiary LLC, a Tennessee limiadility company, each a
wholly-owned subsidiary of the Company (collectivie “Buyer”), entered into an Asset Purchase Saleé Agreement (the “4th Quarter
Tennessee Purchase Agreement”) with Forest HileFallrHome and Memorial Park-East, LLC, a Tennebseted liability company
(“Seller”) and a state court-appointed receivergtBiver”).

Pursuant to the 4th Quarter Tennessee Purchasergrg, the Buyer acquired three cemeteries and fareral homes in Tennessee ou
of a state court appointed receivership, includiegain related assets, and assumed certain réibdiies. In consideration for the net assets
acquired, the Buyer paid $4.5 million, the compdaef which were $1.6 million in cash and $2.9 oiilin cash to lend monies to the
merchandise trusts of these properties to fund therent underfunded status. In addition, the B@gsumed a commitment to spend $0.5
million for capital improvements or deferred maimdace on the properties within 18 months of theintpdate.
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The table below reflects the Company’s final assesd of the fair value of net assets acquiredptirehase price and the resulting
goodwill, which is recorded in both the Company&n@tery Operations—Southeast segment and Funena¢$loperating segment, and
displays the adjustments made to the preliminahyegareported at December 31, 2011. The Comparainaat additional information during
the second quarter of 2012 and has retrospectadjlysted these values as noted below.

Preliminary Final
Assessmen Adjustments Assessmer
(in thousands)

Assets:
Accounts receivabl $ 86 $ 40 $ 12¢
Cemetery propert 1,09¢ — 1,09¢
Merchandise trusts, restricted, at fair ve 10,12: — 10,12:
Perpetual care trusts, restricted, at fair vi 4,37: — 4,37:
Property and equipme 2,257 — 2,25]
Other asset — 3,86: 3,862
Total asset 17,93¢ 3,902 21,83¢
Liabilities:
Deferred margir 12,63¢ — 12,63¢
Merchandise liabilitie! 11,66¢ — 11,66¢
Perpetual care trust corp 4,37: — 4,37:
Total liabilities 28,67 — 28,67
Fair value of net liabilities acquire (10,749 3,90z (6,84))
Consideration pai 4,50( — 4,50(
Goodwill from purchas $ 15,24 $ (3,90 $ 11,34:

Also, on November 3, 2011, the Operating Compatgné&Vor Mississippi LLC, a Mississippi limited lidiby company, and StoneMor
Mississippi Subsidiary LLC, a Mississippi limiteidbility company, each a wholly-owned subsidiartted Company (collectively the
“Buyer”), entered into an Asset Purchase and Sgleément (the “4th Quarter Mississippi Purchases@grent”) with Serenity Cemeteries i,
LLC, an Arizona limited liability company (“Seller'and two individuals.

Pursuant to the 4th Quarter Mississippi Purchasedmgent, the Buyer acquired two cemeteries andwrezal home in Mississippi,
including certain related assets, and assumediteedated liabilities. In consideration for thet mssets acquired, the Buyer paid the Seller $1
million in cash and made a deposit into trust eflthan $0.1 million.
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The table below reflects the Company’s final assesd of the fair value of net assets acquiredptirehase price and the resulting
goodwill, which is recorded in both the Company&n@tery Operations—Southeast segment and Funena¢$loperating segment.

Final Assessmer
(in thousands)

Assets:

Accounts receivabl $ 66
Cemetery propert 1,331
Merchandise trusts, restricted, at fair ve 1,26¢
Perpetual care trusts, restricted, at fair vi 524
Property and equipme 48¢
Total asset 3,67:
Liabilities:

Deferred margir 832
Merchandise liabilitie: 96%
Deferred tax liability 26€
Perpetual care trust corp 524
Total liabilities 2,58¢
Fair value of net assets acquil 1,08¢
Consideration pai 1,34
Goodwill from purchas $ 25€

The results of operations and pro forma resultedlto the acquisitions made in 2011 are not riaaterthe consolidated financial
statements taken as a whole.

In the aggregate, for the acquisitions consummaiehg 2011, revenues and net income (loss) indud@perations since the dates of
acquisition are $15.7 million and $1.0 million, pestively, for the year ended December 31, 2012%n8 million and $(0.3) million,
respectively, for the year ended December 31, 2011.

First Quarter 2010 Acquisition

On March 30, 2010, the Operating Company, StoneéMiohigan LLC, a Michigan limited liability compan§/Buyer LLC”) and
StoneMor Michigan Subsidiary LLC, a Michigan limdt&ability company (“Buyer NQ Sub” and individugland collectively with StoneMor
LLC and Buyer LLC, “Buyer”), each a wholly-ownedtsidiary of StoneMor Partners L.P. (the “Compangitered into an Asset Purchase
and Sale Agreement (the “Purchase Agreement”) 8@hFuneral Services, LLC, an lowa limited lialyiltompany (“Parent”), SCI Michigan
Funeral Services, Inc., a Michigan corporation ('SMichigan”, and together with Parent, “SCI"), Hitest Memorial Company, a Delaware
corporation (“Hillcrest”), Christian Memorial Cultal Center, Inc., a Michigan corporation (“Christla Sunrise Memorial Gardens Cemetery,
Inc., a Michigan corporation (“Sunrise”), and FlMemorial Park Association, a Michigan corporat{tilint” and individually and collective
with Sunrise, Hillcrest and Christian, “Seller”).

In connection with the Purchase Agreement, on Ma@&;H2010, StoneMor LLC and Plymouth WarehouselifEasiLLC, a Delaware
limited liability company and a wholly-owned subisiy of the Company (“Plymouth” and individually dueollectively with StoneMor LLC,
“Warehouse Buyer”), entered into an Asset PurclaseSale Agreement (the “Warehouse Purchase Agrdé&meth SCI, Hillcrest, Sunrise,
Flint, Buyer NQ Sub and Buyer LLC.
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Pursuant to the Purchase Agreement, Buyer acquinedcemeteries in Michigan, including certain tethassets (the “Acquired Asséts”
and assumed certain related liabilities (the “Assdrhiabilities”). In consideration for the transferthe Acquired Assets and in addition to the
assumption of the Assumed Liabilities, Buyer paétle3 approximately $14.1 million (the “Closing base Price”) in cash.

Pursuant to the Warehouse Purchase Agreement, WeelBuyer acquired one warehouse in Michigan &1 including certain
related assets, and assumed certain relatedtiebilor $0.5 million in cash, which was deemed péthe $14.1 million consideration paid in
connection with the Purchase Agreement.

The Purchase Agreement and Warehouse Purchasendggmealso include various representations, wagantiovenants, indemnificati
and other provisions which are customary for tratisas of this nature.

The table below reflects the Company'’s final assesd of the fair value of net assets acquiredptirehase price and the resulting gain
on bargain purchase.

Final Assessmer
(in thousands)

Assets:

Cemetery propert $ 33,76:
Accounts receivabl 2,651
Merchandise trusts, restricted, at fair ve 48,02’
Perpetual care trusts, restricted, at fair vi 15,08¢
Property and equipme 5,76¢
Total asset 105,29:
Liabilities:

Deferred margir 31,09
Merchandise liabilitie! 30,12¢
Deferred income tax liability, n 7,87¢
Perpetual care trust corp 15,08
Total liabilities 84,18:
Fair value of net assets acquil 21,10¢
Consideration pai 14,01¢
Gain on bargain purcha $ 7,09:

Second Quarter 2010 Acquisition

On April 29, 2010, the Johnson County Circuit Cafrindiana entered the Order Approving Form of Awhed and Restated Purchase
Agreement and Authorizing Sale of Equity Interesid Assets (the “Indiana Order”). The Indiana Ordabject to certain conditions,
permitted Lynette Gray, as receiver (the “Receiyef'the business and assets of Ansure Mortuafiggdtana, LLC (“Ansure”), Memory
Gardens Management Corporation (“MGMC"), Forest hdwineral Home Properties, LLC (“Forest Lawn”), Gars of Memory Cemetery
LLC (“Gardens of Memory”), Gill Funeral Home, LLCGill"), Garden View Funeral Home, LLC (“Garden Mi&), Royal Oak Memorial
Gardens of Ohio Ltd. (“Royal Oak”), Heritage HiNemory Gardens of Ohio Ltd. (“Heritage”) and RobertNelms (“Nelms” and collectively
with Ansure, MGMC, Forest Lawn, Gardens of Memd@ajll, Garden View, Royal Oak and Heritage, the ‘imal Sellers”), to enter into and
consummate an Amended and Restated Purchase Agreghee“2nd Quarter Purchase Agreement”) with 8tar Operating LLC, a
Delaware limited liability company (“StoneMor LLG"BtoneMor Indiana LLC, an Indiana limited liabilitompany (“StoneMor Indiana”),
StoneMor Indiana Subsidiary LLC, an Indiana limitedbility company (“StoneMor Subsidiary”) and OHzemetery Holdings, Inc., an Ohio
nonprofit corporation
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(“Ohio Nonprofit,” and collectively with StoneMorllC, StoneMor Indiana and StoneMor Subsidiary, tBayer”), each a wholly-owned
subsidiary of the Company. Subject to the recdiph® Indiana Order, the Purchase Agreement wasuése by the Buyer and the Receiver on
April 2, 2010.

Effective June 21, 2010, certain subsidiaries ef@ompany entered into Amendment No. 1 to the 2mar®r Purchase Agreement
(“Amendment No. 1"”) by and among the Buyer, thegiidl Sellers, Robert Nelms, LLC (“Nelms LLC,” andllectively with the Original
Sellers, the “Sellers”) and the Receiver, which adesl the Purchase Agreement executed by the Bageha Receiver. Amendment No. 1
amended the 2nd Quarter Purchase Agreement byngddrtain parties to the Purchase Agreement; Iyiodifcertain representations and
warranties made by the Original Sellers in the Quarter Purchase Agreement; and providing thaBther will assume certain additional
liabilities such as the obligation to pay for dlims incurred under the health benefit plans ef@miginal Sellers on or before the closing of
transactions contemplated by the Purchase Agreeamenf@mendment No. 1, but which had not been reparh or prior to the closing.

Effective June 21, 2010, pursuant to the 2nd Qu&utechase Agreement and Amendment No. 1, the Bagauired the stock (the
“Stock”) of certain companies owned by Ansure (thequired Companies”) and certain assets (the “&83@wned by Nelms, Nelms LLC,
Gill, Gardens of Memory, Garden View, Forest Laleritage, Royal Oak and MGMC, resulting in the astjion of 8 cemeteries and 5
funeral homes in Indiana, Michigan and Ohio (thedAisition”). The Buyer acquired the Stock and Assadvanced moneys to pay for trust
shortfalls of the cemeteries, paid certain lialeititof the Sellers, which were offset by funds held Smith Barney Account acquired by the
Buyer in the transaction, and paid certain legatfef the parties to the transaction and otherisitipm costs, for a total consideration,
including the offset by the funds held in the SniBrney Account, of approximately $32.5 million.elAcquisition was financed, in part, by
borrowing $22.5 million from the Company’s acqugit facility under the Amended and Restated Cradieement dated August 15, 2007
among StoneMor LLC, certain of its subsidiarieg, @ompany, StoneMor GP LLC, Bank of America, NtAg other lenders party thereto, anc
Bank of America Securities LLC, as amended.

Settlement Agreement

In connection with the Acquisition, effective Juie, 2010, StoneMor LLC and StoneMor Indiana (coiexdy, “StoneMor”) and the
Company entered into a Settlement Agreement (tke&l&nent Agreement”) with Chapel Hill Associaths;., d/b/a Chapel Hill Memorial
Gardens of Grand Rapids, Chapel Hill Funeral Hdme, Covington Memorial Funeral Home, Inc., CouimgMemorial Gardens, Inc., Forest
Lawn Memorial Chapel Inc., Forest Lawn Memory Gaglénc., Fred W. Meyer, Jr. by James R. Meyer &si@pAdministrator to the Estate
of Fred W. Meyer, Jr. (the “F. Meyer Estate”), Jarke Meyer (“J. Meyer”), Thomas E. Meyer (“T. Mef)eNancy J. Cade (“Cade,” and
collectively with the F. Meyer Estate, J. Meyerddn Meyer, the “Meyer Family”) and F.T.J. Meyersbgiates, LLC (“FTJ").

Pursuant to the Settlement Agreement, StoneMoredgeassume, pay and discharge a portion of Alssanel Forest Laws’ obligation:
under: (i) certain notes issued by Ansure in faxfdFred W. Meyer, Jr., J. Meyer, T. Meyer, and Cémtdlectively, the “Original Meyer
Family”); and (ii) a note issued by Forest LawrbJ, which was later assigned to the Original Mdyamily.

StoneMor agreed to assume approximately $7.1 mitioAnsure’s and Forest Lawn'’s obligations undher notes they issued, with the
remaining principal, interest and fees due undeh swtes forgiven by the Meyer Family. In connettidgth the assumption of these
obligations, at Closing, StoneMor issued promissmtes to each member of the Meyer Family (the $@ig Notes”) and additional
promissory notes payable in installments to cemagmbers of the Meyer Family (the “Installment NSjeThe Closing Notes were issued
effective June 21, 2010 in the aggregate prin@pabunt of approximately $5.8 million, were unsedwsabordinated obligations of StoneMor,
bore no interest and were payable on demand &ltdsng. The Closing Notes were paid at closing(Bythe issuance by the Company of
293,947 unregistered common units representingdarpartnership interests of the Company (the ‘®hitalued at approximately $5.8
million pursuant to the terms of the Settlementeéggnent; and (ii) a cash payment of approximatelg &tllion.
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The Installment Notes were issued effective Jun€@10 and mature April 1, 2014. The Installmentddare to be paid over a 4 year
period and do not have a stated rate of interdmt.Jompany has recorded the Installment Noteseatftir market value of approximately $.
million. The face amounts of the Installment Note=re discounted approximately $0.7 million, anddigeount will be amortized to interest
expense over the life of the Installment Notes. Ifstallment Notes bear 10.25% interest per annuitihe portion of the outstanding balance
after the maturity date or while there exists angured event of default or the exercise by the Gompf any remedies following the
occurrence and during the continuance of any esfedéfault. In addition, if StoneMor voluntarilyldis for bankruptcy or is involved in an
involuntary bankruptcy proceeding, the entire gpatbalance of the Installment Notes will autoroaly become due and payable.

J. Meyer, T. Meyer and Cade each entered into aantled and Restated Agreement-Not-To-Compete witheBdor, which amended
the non-compete agreements each previously entgedith Ansure. In consideration for enteringar#n Amended and Restated Agreement
Not-To-Compete, StoneMor agreed to pay an aggregate obéppately $2.3 million to J. Meyer, T. Meyer, a@dde, with approximately $(
million paid at Closing, and the remainder to bl pa installments over 4 years.

The Settlement Agreement also provides that, ifatheual distributions paid by the Company to itgéhoiders are less than $2.20,
StoneMor will pay additional cash consideratiorthie Meyer Family annually for four years pursuanatformula contained in the Settlement
Agreement. StoneMor may also pay up to approximéi2l4 million to the Meyer Family from the proceeaf the Misappropriation Claims,
subject to certain minimum thresholds before paysare required.

In addition, StoneMor provided an assignment fromReceiver to the Meyer Family of the Eminent Don@aim, as defined in the
Settlement Agreement, and the proceeds therettpgihg. The Meyer Family agreed to assign itsteginder the Fraud Claims, as defined in
the Settlement Agreement, to StoneMor.

All obligations of StoneMor, the Company, and thegAired Companies under the Settlement Agreemehbtirer transaction docume
are subordinate and junior to the obligations oh®&Mor, the Company, and the Acquired Companieguady Senior Debt, as defined in the
Settlement Agreement.

The Settlement Agreement also includes variousesgmtations, warranties, covenants, mutual releesksmnification and other
provisions, which are customary for a transactibthis nature.

Unregistered Sale of Securities

In connection with the Acquisition, StoneMor GP LLiGe general partner of the Company (“StoneMor )a&itered into a Non-
Competition Agreement (“Non-Competition Agreemerttéted as of June 21, 2010 with Ronald P. Roberfamsuant to which Mr. Roberts:
agreed not to compete with StoneMor GP and the aomep under its management and control. In coraiderfor Mr. Robertson’s covenant
not to compete and as a partial payment of thei@idsotes to the Meyer Family pursuant to the 8atdnt Agreement, effective June 21,
2010, the Company issued 303,800 Units.

Pursuant to the Non-Competition Agreement, the Gaomgps obligated to issue additional Units whichrevimitially valued at a fair value
of $0.5 million based on a unit price of $20.3Q jusor to the date of acquisition. As a resule ompany issued 9,853 units in June of 2011
and June of 2012, and is also obligated to isswedditional 4,924 units in June of 2013.
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The table below reflects the Company’s final assesd of the fair value of net assets acquired.r€kalting goodwill is recorded in the
Company’s Cemetery Operations—Southeast segmemigigey Operations—West segment and Funeral Honersiipg segment.

Final Assessmer
(in thousands)

Assets:

Cemetery lani $ 21,68¢
Cemetery and funeral home prope 9,03¢
Accounts receivabl 2,13¢
Merchandise trusts, restricted, at fair ve 18,94¢
Perpetual care trusts, restricted, at fair vi 4,08
Other asset 4,791
Total asset 60,68¢
Liabilities:

Deferred margir 15,93¢
Merchandise liabilitie: 15,54
Deferred income tax liability, n 9,72¢
Perpetual care trust corp 4,082
Total liabilities 45,29;
Fair value of net assets acquil 15,39:
Paid at closin—purchase pric 10,417
Paid at closin—units 5,89t
Paid at closin—liabilities incurred $ 3,64¢
Goodwill from purchas $ 17,09¢
Total purchase pric 19,96(
Paid at closin—trust underfundiny 12,53(
Total paid at closin $ 32,49(

Third Quarter 2010 Acquisition

During the third quarter of 2010, the Company pasgd a single cemetery for $1.5 million, which uield the payoff of an existing
mortgage of $0.3 million. At September 30, 201@, @ompany had made a provisional assessment &dithelue of net assets acquired for
this transaction. The Company obtained additiom@rimation in the fourth quarter of 2010 and hadospectively adjusted these preliminary
values as of December 31, 2010.

136



Table of Contents

The table below reflects the Company’s final assesd of the fair value of net assets receivedptitehase price and the resulting gain
on a bargain purchase.

Final Assessmer
(in thousands)

Assets:

Accounts receivabl $ 86¢
Cemetery propert 2,831
Property and equipme 607
Merchandise trusts, restricted, at fair ve 3,08(
Perpetual care trusts, restricted, at fair vi 1,08¢
Intangible asset 34C
Total asset 8,81¢
Liabilities:

Deferred margir 2,40¢
Other liabilities 31¢
Merchandise liabilitie! 2,34
Deferred tax liabilitie: 1,104
Perpetual care trust corp 1,08¢
Total liabilities 7,251
Fair value of net assets acquil 1,55¢
Consideration pai 1,50(
Gain on bargain purcha $ 59

Fourth Quarter 2010 Acquisition

On October 12, 2010, StoneMor LLC, StoneMor Kandas, a Kansas limited liability company and Stonek@nsas Subsidiary LLC,
a Kansas limited liability company, each a whollyr@d subsidiary of the Company, entered into arefABsrchase and Sale Agreement (the
“4th Quarter Purchase Agreement”) with FairlawniBuPark Association and Heritage Il Inc., collgety the Sellers, and Edward J. Nazar as
the Receiver.

Pursuant to the 4th Quarter Purchase AgreemengrBagguired the assets of one cemetery and oneafur@me in Kansas, purchased
out of receivership. In consideration for the tfansthe Company paid approximately $0.7 milliorcash, and posted a bond of approximately
$0.3 million to fund permanent maintenance trustralls and incurred approximately $0.6 millionl@hbilities in connection with this
acquisition.
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The table below reflects the Company’s final assesd of the fair value of net assets receivedptirehase price and the resulting
goodwill, which is recorded in both the Company&n@tery Operations—West segment and Funeral Hoperating segment.

Final Assessmer
(in thousands)

Assets:

Accounts receivabl $ 80
Cemetery propert 98€
Merchandise trusts, restricted, at fair ve 53t
Perpetual care trusts, restricted, at fair vi 412
Property and equipme 52C
Total asset 2,53
Liabilities:

Deferred margir 1,01C
Merchandise liabilitie: 932
Deferred tax liabilities 89
Perpetual care trust corp 412
Total liabilities 2,44:
Fair value of net assets acquil 90
Consideration pai 665
Goodwill from purchas $ 57t

Since their respective dates of acquisition, oopprties acquired in 2010 have contributed $261Bamiof revenue and $6.8 million of
net income for the year ended December 31, 201263%8illion and $7.2 million, respectively, for tigear ended December 31, 2011 and $
million and $1.1 million, respectively, for the yeended December 31, 2010.

The results of operations and pro forma resulttedito the third and fourth quarters acquisitioh2010 are not material to the
consolidated financial statements taken as a whole.

First Quarter 2012 Contract Termination

During the third quarter of 2010, certain subsigisiof the Company entered into a long-term opegadagreement (the “Operating
Agreement”) with the Archdiocese of Detroit (therthdiocese”) wherein the Company became the exeugperator of certain cemeteries in
Michigan owned by the Archdiocese. The Operatingefggent did not qualify as an acquisition for acting purposes. However, the existing
merchandise trust had been consolidated as a laimdbrest entity as the Company controlled amelatiy benefited from the operations of the
merchandise trust. In addition, liabilities assumeste also recorded as of the contract date. Asonsideration was paid in this transaction,
Company had recorded a deferred gain of approxiyn@81 million within deferred cemetery revenuest, which represented the excess of
the value of the merchandise trust over the litdiassumed.

Effective March 31, 2012, the Company and the Alotese agreed to terminate the Operating Agreemsndf the termination date, the
Company no longer operated these properties. Alligcoccurring after March 31, 2012 is the respiility of the Archdiocese and the
Company has no remaining obligation to fulfill amgrchandise liabilities or responsibility to perfoany obligations of the properties.

In the first and second quarters of 2012, the Camppeceived payments of approximately $2.0 millicmm the Archdiocese as a resul
the termination. Consequently, the Company recagh&gain of
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$1.7 million during the year ended December 31 220hich is the amount by which the payments framArchdiocese exceeded the value o
the net assets transferred to the Archdiocese.

Fourth Quarter 2011 Disposition
On December 30, 2011, we sold one funeral homeastWirginia for $0.1 million, resulting in a gaif $0.1 million.

15. SEGMENT INFORMATION

The Company is organized into five distinct repbigasegments which are classified as Cemetery @pesa—Southeast, Cemetery
Operations—Northeast, Cemetery Operations—Westfaliiomes, and Corporate.

The Company has chosen this level of organizatfoemortable segments due to the fact that a) egmbrtable segment has unique
characteristics that set it apart from other sedmédr) the Company has organized its managemesopee! at these operational levels; and c)
it is the level at which the Company’s chief demismakers and other senior management evaluaterpenice.

The cemetery operations segments sell intermehts;igaskets, burial vaults, cremation niches, erarknd other cemetery related
merchandise. The nature of the Company’s custodiffess in each of its regionally based cemetergrating segments. Cremation rates in th
West region are substantially higher than theyiratbe Southeast region. Rates in the Northeagtmegnd to be somewhere between the two.
Statistics indicate that customers who select ctiemaervices have certain attributes that diffenf customers who select other methods of
interment. The disaggregation of cemetery operatinto the three distinct regional segments is gritpdue to these differences in customer
attributes along with the previously mentioned nggmaent structure and senior management analysioo@bgies.

The Company’s Funeral Homes segment offers a rahfymeral-related services such as family consioliathe removal of and
preparation of remains and the use of funeral hiamiities for visitation. These services are distly different than the cemetery merchandise
and services sold and provided by the cemeteryatipas segments.

The Company’s Corporate segment includes variousehaffice selling and administrative expenses éinatnot allocable to the other
operating segments.
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Segment information is as follows:

As of and for the year ended December 31, 2012:

Revenues
Sales
Service and othe
Funeral hom
Total revenue:
Costs and expense
Cost of sale:
Cemetery
Selling
General and administrati
Corporate overhee
Depreciation and amortizatic
Funeral hom
Acquisition related cost
Total costs and expens
Operating profit
Total asset
Amortization of cemetery proper

Long lived asset additior
Goodwill

As of and for the year ended December 31, 2011:

Revenues
Sales
Service and othe
Funeral homt
Total revenue:
Costs and expense
Cost of sale:
Cemetery
Selling
General and administrati
Corporate overhee
Depreciation and amortizatic
Funeral hom:
Acquisition related cost
Total costs and expens
Operating profit
Total asset
Amortization of cemetery proper

Long lived asset additior
Goodwill

Cemeteries Funeral
Southeast Northeast West Homes Corporate Adjustment Total
(in thousands)
$9168. $34807 $3959 $ — $ —  $(36,096 $ 129,98
37,53( 25,55( 29,17¢ — — (15,312 76,94+
— — — 37,98¢ — (2,309 35,67¢
129,21: 60,35 68,76¢ 37,98¢ — (53,717 242 ,60¢
19,35¢ 7,704 6,74¢ — — (5,706 28,10:
25,47¢ 13,69: 16,23¢ — — — 55,41(
29,03 12,25: 12,49( — 86¢ (7,763 46,87¢
15,20¢ 6,07z 7,64¢ — 2 — 28,92¢
— — — — 28,16¢ — 28,16¢
2,164 90C 2,31¢ 2,50¢ 1,54 — 9,431
— — — 28,97 — (252 28,72
— — — — 3,12 — 3,12
91,23¢ _ 40,62( _ 4543, _ 31,48¢ _ 33,70¢ (13,721 _ 228,76
$ 37,970 $ 19,737 $23,32¢ $ 6,50 $(33,704 $(39,996 $ 13,84.
$519,91¢ $299,16¢ $394,68! $107,05¢ $ 22,897 $ —  $1,343,72!
$ 434¢€ $ 239. $ 104 $ — $ — % 92 $ 7,88(
$1283. $ 3594 $ 4,751 $ 941t §$ 84¢ $ — $ 3144
$ 617« $ — $ 11,94t $2427( $ — — $ 42,39
Cemeteries Funeral
Southeast Northeast West Homes Corporate  Adjustment Total
(in thousands)

$ 80,48 $3289« $4696. $ — $ —  $(36,550 $ 123,79(
33,27: 24,36¢ 31,497 — — (14,943 74,19
— — —  31,16: — (759 30,40«
113,75¢ 57,26: 78,45¢ 31,16 — (52,252 228,38
16,65 7,14(C 7,361 — — (5,039 26,11°¢
23,09( 14,03 20,02: — — — 57,14¢
27,451 11,46¢ 14,02¢ — 83C (8,493 45,29
13,82( 6,411 9,31¢ — 2 (3) 29,541
— — — — 23,76¢ — 23,76¢
1,65 891 2,26¢ 1,597 2,127 — 8,53¢
— — — 23,554 — — 23,55¢
— — — — 4,604 — 4,604
82,67 39,94 52,99: 25,15! 31,32¢ (13,535 218,55:
$ 31,08 $17,32( $ 25,46¢ $ 6,01- $(31,329 $(38,717 $  9,83¢
$472,10" $284,76! $383,69¢ $78,76: $ 29,42¢ $ —  $1,248,75!
$ 348 $ 2,18 $ 1008 $ — $ — $ (81 $ 6,59
$ 1388: $ 1,82 $ 7,81¢ $10,21: $ 588 $ — $ 34,32
$ 573« $§ — $11,94¢ $14,46! $ — 3 — $ 32,14t
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As of and for the year ended December 31, 2010:

Cemeteries Funeral
Southeast Northeast West Homes Corporate  Adjustment Total
(in thousands)

Revenues

Sales $76,41¢ $ 34,31« $3707¢ $ — $ 10 $(40,043 $ 107,77¢

Service and othe 28,157 22,43( 23,44: — — (10,065 63,96

Funeral homu — — — 25,54¢ — — 25,54¢

Total revenue: 104,57¢ 56,74« 60,52¢ 25,54t 10 (50,108 197,29:.
Costs and expenses

Cost of sale: 15,477 8,45¢ 5,921 — 6 (6,336 23,52¢

Cemetery 20,51¢ 13,49( 14,77¢ — — — 48,78¢

Selling 24,48t¢ 11,17¢ 11,14: — 59¢ (9,155 38,24

General and administrati 11,83t 6,10¢ 6,631 — 17 — 24,59

Corporate overhee — — — — 24,37¢ — 24,37¢

Depreciation and amortizatic 1,44¢ 782 1,157 1,65¢ 3,80¢ — 8,84¢

Funeral hom — — — 19,937 — — 19,93:

Acquisition related cost — — — — 5,71¢ — 5,71¢

Total costs and expens 73,76¢ 40,01: 39,63: 21,59 34,517 (15,491 194,02!
Operating profit $ 30,81 $ 16,73 $ 20,890 $ 3,95¢ $(34,507 $(34,617 $ 3,26
Total asset $381,32. $266,74! $361,69: $49,46. $ 86,37( $ —  $1,145,59;
Amortization of cemetery proper $ 303 $ 339 $§ 71¢ $ — 3 $ (235 $ 6,91¢
Long lived asset additior $ 3,07¢ $ 3,70 $ 68,60¢ $ 8,441 $ 18¢ $§ — $ 84,0
Goodwill $ 45¢ $ — $ 1180 $589% $ — % — $ 18,15!

Results of individual business units are presehss®d on our management accounting practices andgeaent structure. There is no
comprehensive, authoritative body of guidance fanagement accounting equivalent to accounting iptes generally accepted in the United
States of America; therefore, the financial resoft;dividual business units are not necessaniypparable with similar information for any
other company. The management accounting processassumptions and allocations to measure perfaenafthe business units.
Methodologies are refined from time to time as ng@maent accounting practices are enhanced and kasmehange. Revenues and associat
expenses are not deferred in accordance with SABLOW; therefore, the deferral of these revenudseapenses is provided in the adjustment
column to reconcile the Company’s managerial fimgratatements to those prepared in accordanceGAAP. Pre-need sales revenues
included within the sales category consist prinyasfithe sale of burial lots, burial vaults, mawgsoh crypts, grave markers and memorials, an
caskets. Management accounting practices includ#ukei Southeast, Northeast, and Western Regiolestréiese preced sales when contre
are signed by the customer and accepted by the @ompre-need sales reflected in the consolidateddial statements, prepared in
accordance with GAAP, recognize revenues for theafaburial lots and mausoleum crypts when thelpob is constructed and at least 10% o
the sales price is collected. With respect to themproducts, the consolidated financial statesypregpared under GAAP recognize sales
revenues when the criteria for delivery under SA® M4 are met. These criteria include, among dthiegs, purchase of the product, deliv
and installation of the product in the ground, tmadisfer of title to the customer. In each casstscare accrued in connection with the
recognition of revenues; therefore, the consoliifiteancial statements reflect Deferred CemeteryelRae, Net, and Deferred Selling and
Obtaining Costs on the consolidated balance shéwetreas the Company’s management accounting peacticlude these items.

141



Table of Contents

16. FAIR VALUE MEASUREMENTS

The Fair Value Measurements and Disclosures tdpiceoASC defines fair value as the price that wicue received to sell an asset or
paid to transfer a liability in an orderly trandantbetween market participants. This topic aldaldshes a fair value hierarchy that gives the
highest priority to observable inputs and the lavge®rity to unobservable inputs. The three lew#lthe fair value hierarchy defined by this
topic are described below.

Level 1: Quoted market prices available in active marketsdientical assets or liabilities. The Company ugels short-term investments,
consisting primarily of money market funds, U.Sv&mment debt securities and publicly traded egestyurities and mutual
funds in its level 1 investment

Level 2: Quoted prices in active markets for similar assgisted prices in non-active markets for identaasimilar assets; inputs other
than quoted prices that are observable. The Comipahydes U.S. state and municipal, corporate @hdrdixed income debt
securities in its level 2 investmen

Level 3: Any and all pricing inputs that are generally uretvable and not corroborated by market d

The following table allocates the Company’s assetasured at fair value as of December 31, 201 Dacember 31, 2011.

As of December 31, 2012
Merchandise Trust

Description Level 1 Level 2 Total
(in thousands)
Assets
Shor-term investment $ 27,89 $ — $ 27,89(

Fixed maturities
U.S. government and federal agel — — —
U.S. state and local government age — — —
Corporate debt securiti — 8,71« 8,71«

Other debt securitie — 4,317 4,317
Total fixed maturity investmen — 13,03: 13,03:
Mutual fund—debt securitie 107,92: — 107,92:
Mutual fund—equity securitie—real estate sect 51,98¢ — 51,98¢
Mutual fund—equity securitie—energy secta 5,66¢ — 5,66¢
Mutual fund—equity securitie—MLP’s 29,33¢ — 29,33¢
Mutual fund—equity securitie—other 58,08: — 58,08:
Equity securities

Preferred REI’s 563 — 563

Master limited partnershig 42,41( — 42,41(

Global equity securitie 24,43¢ — 24,43¢
Other invested asse — 7,091 7,097
Total $348,28t¢ $20,12¢ $368,41¢
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Perpetual Care Trust

Description

Assets
Shor-term investment
Fixed maturities
U.S. government and federal agel
U.S. state and local government age
Corporate debt securiti
Other debt securitie
Total fixed maturity investmen
Mutual fund—debt securitie
Mutual fund—equity securitie—real estate sect
Mutual fund—equity securitie—energy secta
Mutual fund—equity securitie—MLP’s
Mutual fund—equity securitie—other
Equity securitie:
Preferred REI’s
Master limited partnershir
Global equity securitie
Other invested asse

Total

As of December 31, 2011
Merchandise Trust

Description

Assets
Shor-term investment
Fixed maturities
U.S. government and federal agel
U.S. state and local government age
Corporate debt securiti
Other debt securitie
Total fixed maturity investmen
Mutual fund—debt securitie
Mutual fund—equity securitie—real estate sect
Mutual fund—equity securitie—energy secta
Mutual fund—equity securitie—MLP’s
Mutual fund—equity securitie—other
Equity securitie:
Preferred REI’s
Master limited partnershir
Global equity securitie
Other invested asse

Total
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Level 1 Level 2 Total
(in thousands)
$ 21,41¢ $ — $ 21,41¢
512 — 512
— 23,29: 23,29.
— 371 371
512 23,66: 24,17
107,18 — 107,18
42,36¢ — 42,36¢
13,06: — 13,06:
34,80¢ — 34,80¢
8,981 — 8,981
48¢€ — 48¢€
28,69 — 28,69
72€ — 72€
— 41F 41F
$258,23(  $24,077  $282,31
Level 1 Level 2 Total
(in thousands)
$ 38,31: $ — $ 38,31:
— 23 23
— 9,76¢ 9,76¢
— 1,10( 1,10(
— 10,88¢ 10,88¢
67,42 — 67,42
22,84’ — 22,84’
28,05 — 28,051
20,30¢ — 20,30¢
70,07¢ — 70,07¢
9,001 — 9,001
41,46¢ — 41,46¢
21,88: — 21,88:
— 7,36( 7,36(
$319,37.  $18,24t  $337,62:
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Perpetual Care Trust

Description Level 1 Level 2 Total
(in thousands)
Assets
Shor-term investment $ 22,60° $ — $ 22,60°
Fixed maturities
U.S. government and federal agel 513 — 513
U.S. state and local government age — 147 147
Corporate debt securiti — 22,15¢ 22,15¢
Other debt securitie — 371 371
Total fixed maturity investmen 513 22,67. 23,18t
Mutual fund—debt securitie 60,80¢ — 60,80¢
Mutual fund—equity securitie—real estate sect 24,58( — 24,58(
Mutual fund—equity securitie—energy secta 20,06¢ — 20,06¢
Mutual fund—equity securitie—MLP’s 13,51¢ — 13,51¢
Mutual fund—equity securitie—other 41,33¢ — 41,33«
Equity securities
Preferred REI’s 19,72( — 19,72(
Master limited partnershir 27,99¢ — 27,99¢
Global equity securitie 69t — 69t
Other invested asse — 17C 17C
Total $231,83° $22,84. $254,67¢

Level 2 securities primarily consist of corporabel ather fixed income debt securities. The Compabtgins pricing information for the
securities from an independent pricing vendor. piiging vendor uses various pricing models for eas$et class that are consistent with wha
other market participants would use. The inputsasslimptions to the pricing vendor's model arevéerirom market observable sources
including benchmark yields, reported trades, briealer quotes, issuer spreads, benchmark sesulitas, offers, and other market-related
data. Since many fixed income securities do naletien a daily basis, the pricing vendor uses availmformation as applicable such as
benchmark curves, benchmarking of like securisesfor groupings, and matrix pricing. Thus, certaaurities may not be priced using quc
prices, but rather determined from market obseevatibrmation. These investments are included wel 2. The Company reviews the
information provided by the pricing vendor on autag basis. In addition, the pricing vendor hagsatablished process in place for the
identification and resolution of potentially erraus prices.

There were no level 3 assets.
17. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)
The following summarizes certain quarterly resaofteperations:

Three months endec

2012 March 31 June 30 September 3l December 3.
(in thousands, except unit data
Revenue: $59,58" $61,50¢ $ 62,19; $ 59,31«
Net income (loss 2,03( (2,169 1,061 (3,939
General partn(s interest in net income (loss) for the pel 41 43 21 (79
Limited partner’ interest in net income (loss) for the per 1,98¢ (2,126 1,04( (3,856
Net income (loss) per limited partner u
Basic $ 0.1C $ (0.1)) $ 0.0t $ (0.20
Diluted $ 0.1C $ (0.1)) $ 0.0t $ (0.20
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Three months endec

Septembe Decembe
March
2011 31 June 30 30 31
(in thousands, except unit data
Revenue: $49,23: $60,10° $60,32¢ $58,72¢
Net income (loss (7,219 81¢ (229) (3,099
General partn(s interest in net income (loss) for the pel (149 16 4) (62
Limited partner’ interest in net income (loss) for the per (7,070 79¢ (219 (3,037
Net income (loss) per Limited partner u
Basic $ (0.40 $ 0.04 $ (0.0)) $ (0.1¢)
Diluted $ (0.40 $ 0.04 $ (0.0)) $ (0.1¢)

Net income (loss) per limited partner unit is cotgglindependently for each quarter and the fult ye@ed upon respective average L
outstanding. Therefore, the sum of the quartertysphare amounts may not equal to the annual pee stmaounts.

18. PARTNER’S CAPITAL

On February 9, 2011, the Company completed a fetavpublic offering of 3,756,155 common units, irdihg an option to purchase up
to 731,155 common units to cover over-allotmentgtviivas exercised in full by the underwriters, arige of $29.25 per unit, representing a
19.4% interest in the Company. Total gross procéeds these transactions were approximately $168l8n, before offering costs and
underwriting discounts. Net proceeds of the offgrincluding the related capital contribution oé tBeneral Partner, after deducting
underwriting discounts and offering expenses, vegroximately $105.6 million. As part of this traction, selling unitholders also sold
1,849,366 common units. The Company did not recainyeof the proceeds generated by the sale of aiy lueld by the selling unitholders.

On September 22, 2010, the Company completed@faih public offering of 1,725,000 common unitglirding an option to purchase
up to 225,000 common units to cover over-allotmerttich was exercised in full by the underwritettsa rice of $24.00 per unit, representing
a 10.9% interest in the Company. Total gross preé®m these transactions were approximately $dilllibn, before offering costs and
underwriting discounts. Net proceeds of the offgrincluding the related capital contribution of @&eneral Partner, after deducting
underwriting discounts and offering expenses, veg@oximately $39.6 million.

19. SUBSEQUENT EVENTS

On February 19, 2013, the Company entered int&-itts®¢ Amendment to the Third Amended and RestatedliCAgreement which
increased the total availability under the Creditikty by $10.0 million to $140.0 million.

On February 19, 2013, StoneMor Florida Subsididr€ Lan indirect subsidiary of the Company (the “Br)y entered into an Asset
Purchase and Sale Agreement (the “Seawinds Agre®&mgth certain Florida limited liability compangeand one individual (collectively the
“Seller”). Pursuant to the Agreement, the Buyensdey six funeral homes in Florida, including cérteelated assets, and assumed certain
related liabilities. In consideration for the nesets acquired, the Buyer paid the Seller $9.0anilh cash and issued 159,635 common units,
which equates to approximately $3.6 million worfhunits. The buyer also issued an unsecured pramyis®ote in the amount of $3.0 million
that is payable on February 19, 2014 and bearsesttat 5%. In addition, the Buyer will also payaggregate amount of $1.2 million in six
equal annual installments commencing on Februay2@®4 in exchange for a non-compete agreementthatiSeller. A preliminary allocation
of the purchase price and fair value of net assegsired has not been provided as more time isatetedaccurately compile this information.
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Item 9. Changes in and Disagreements with Accountants on Aecunting and Financial Disclosure
None.

Item 9A.  Controls and Procedures

Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindaetdisclosed in the reports that we
file or submit under the Securities Exchange Act®84, as amended, is recorded, processed, suneharmzl reported within the time periods
specified in the SEC'’s rules and forms, and thahsoformation is accumulated and communicatedutoneanagement, including our Chief
Executive Officer and Chief Financial Officer, ggpeopriate, to allow timely decisions regardinguiegd disclosure.

As of the end of the period covered by this repsé,carried out an evaluation, under the supenviaiod with the participation of our
Disclosure Committee and management, includingGhief Executive Officer and our Chief Financial iOffr, of the effectiveness of our
disclosure controls and procedures pursuant to &g Act Rule 13a-15(b). Based upon, and as aldteof this evaluation, our Chief
Executive Officer and our Chief Financial Officemcluded that our disclosure controls and procesiwere effective to provide reasonable
assurance that information we are required to as&cin our reports under the Securities Exchang®®t934, as amended (the “Exchange
Act”) is recorded, processed, summarized and regarithin the time periods specified in the SEQes and forms, and that such informatior
is accumulated and communicated to our managemnehiding our Chief Executive Officer and Chief kirtial Officer, as appropriate to
allow timely decisions regarding required discl@sur

Management’s Report on Internal Control over Finangal Reporting

Management is responsible for establishing and taiaimg adequate internal control over financigaing as defined in Rules 13a-15
(f) and 15d-15(f) under the Exchange Act. Our in&icontrol over financial reporting is a processigned under the supervision of our Chief
Executive Officer and Chief Financial Officer toopide reasonable assurance regarding the reliabiliinancial reporting and the preparation
of financial statements for external purposes ooatance with U.S. generally accepted accountimgiples.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with policies andtpdures may deteriorate.

Management assessed the effectiveness of ourahiwntrol over financial reporting as of DecemBgy 2012. In making this
assessment, management used the criteria desarib#drnal Control—Integrated Frameworgsued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO¥elaon this assessment, management concludeddimtintained effective internal
control over financial reporting as of December112.

The effectiveness of our internal control over ficial reporting as of December 31, 2012 has beditealiby Deloitte & Touche LLP, an
independent registered public accounting firm,tated in its report which appears herein.

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal coowel financial reporting that occurred during aastlfiscal quarter ended December 31
2012 that have materially affected, or are readgriddely to materially affect, our internal controver financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of StoneMor Partners GE land Unitholders of StoneMor Partners L.P.
Levittown, Pennsylvania

We have audited the internal control over finanmglorting of Stonemor Partners L.P. and subsebathe “Company”) as of
December 31, 2012, based on criteria establishbdemal Control—Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camsamanagement is responsible for maintaining effedtiternal control over financi
reporting and for its assessment of the effectissmd internal control over financial reportingclided in the accompanying Management'’s
Report on Internal Control over Financial Reporti@gir responsibility is to express an opinion o @ompanys internal control over financi
reporting based on our audit.

We conducted our audit in accordance with the stedwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeéliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed by, or under the supenvidi the company’s principal
executive and principal financial officers, or pErs performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide reakpassurance regarding the reliability of financeglorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comgizaimternal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thaktasonable detail, accurately and fairly
reflect the transactions and dispositions of tleetesof the company; (2) provide reasonable asserduat transactions are recorded as
necessary to permit preparation of financial stat@sin accordance with generally accepted acougiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on ttanéiial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventetbtacted on a timely basis. Also,
projections of any evaluation of the effectivenesthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of December 31,
2012, based on the criteria establishethtarnal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated financial statements as of and foy#s ended December 31, 2012 of the Company angpart dated March 15, 2013
expressed an unqualified opinion on those finarstetements.

/s/ Deloitte & Touche LLP

Philadelphia, Pennsylvania
March 15, 2013
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Item 9B.  Other Information
None.
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PART IlI

Iltem 10.  Directors, Executive Officers and Corporate Governace

Partnership Structure and Management

StoneMor GP LLC, as our general partner, managesperations and activities. Unitholders are nditleal to participate, directly or
indirectly, in our management or operations.

Unlike the holders of common stock in a corporatiomitholders have only limited voting rights ontteas affecting our business.
Unitholders do not have the right to elect our gahgartner or its directors on an annual or ottlmtinuing basis. Our general partner may no
be removed except by the vote of the holders et 66 2/3% of the outstanding common unitspidiclg units owned by our general partner
and its affiliates. Because of their controllingrexship interest in our general partner, the MDQ ijuidating Trusts, are able to control the
election of a majority of the directors of our geaigartner.

Directors and Executive Officers of StoneMor GP LLC

The following table shows information regarding thieectors and executive officers of our generatrpa. Each director is elected for
one-year terms or until his successor is duly etbeind qualified. Messrs. Miller and M. Stache saxs executive officers of our general
partner pursuant to their respective employmergegents. Mr. Shane serves as Vice Chairman ofdedBf Directors of our general part
and as an advisor available to management pursu&ig employment agreement.

Name Age Positions with StoneMor GP LLC

Lawrence Miller (1) 64 Chief Executive Officer, President and ChairmaihefBoard of Director
Timothy K. Yost (2) 46 Chief Financial Officer and Secrete

Michael L. Stachi 61 Senior Vice President and Chief Operating Offi
William R. Shane (2 66 Vice Chairman of the Board of Directc

Allen R. Freedmal 72 Director

Peter K. Grunebaul 79 Director

Robert B. Hellman, J 53 Director

Martin R. Lautman, Ph.LC 66 Director

Fenton R. Talbot 71 Director

Howard L. Carve 68 Director

1. The Amended and Restated Limited Liability CompaAgreement of our general partner, as amendethecGP LLC Agreement,
specifies that, so long as Mr. Miller serves ase€Eixecutive Officer of our general partner, hellshiao serve as a director of our gent
partner.

2. Mr. Yost replaced Mr. Shane as our Chief Finaln©ifficer and Secretary on April 1, 2012. At thiate, Mr. Shane became the Vice
Chairman of the Board of Directol

Effective April 30, 2012, Mr. R. Stache retiredrirdnis position of Senior Vice President — Saleswfgeneral partner. Mr. Waimberg
resigned from his position of Vice President—Fir@aad Corporate Development and Treasurer of margepartner effective February 28,
2013. Duties and responsibilities of Messrs R. Is#aand Waimberg are performed by senior employkesraeneral partner.

Executive Officer and Board Membe
Lawrence Miller serves as both an executive offaredt a member of the Board of Directors of our galrgartner.

Lawrence Millerhas served as our Chief Executive Officer, Presidad Chairman of the Board of Directors of ourgyahpartner since
our formation in April 2004 and had served as théee€CExecutive Officer and
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President of Cornerstone, since March 1999 thré\yiil 2004. Prior to joining Cornerstone, Mr. Mitlevas employed by The Loewen Group,
Inc. (now known as the Alderwoods Group, Inc.), vehlee served in various management positions, dimeduExecutive Vice President of
Operations from January 1997 until June 1998, andiffent of the Cemetery Division from March of 39ftil December 1996. Prior to
joining The Loewen Group, Mr. Miller served as Ridest and Chief Executive Officer of Osiris HoldiG@rporation, a private consolidator
cemeteries and funeral homes of which Mr. Milleisveaone-third owner, from November 1987 until Mat&®5, when Osiris was sold to The
Loewen Group. Mr. Miller served as President ancefO@perating Officer of Morlan International, Inone of the first publicly traded
cemetery and funeral home consolidators from 1982 1987, when Morlan was sold to Service Corporatnternational. Mr. Miller has bet
retained in this position due to his extensive eigpee in the death care industry, his expansiwraipns experience and acumen, his contact
within the death care community and his long terairgervice with us and our affiliates.

Additional Directors
A brief biography of all non-executive directorsafr general partner is included below:

William R. Shanéas served on the Board of Directors of our geragher since our formation in April 2004. Mr. S8lahas served as
Executive Vice President and Chief Financial Offiokour general partner since our formation iniAp004 until April 1, 2012, and had
served as Executive Vice President and Chief Fiahifficer of Cornerstone since March 1999 throdgiril 2004. Effective April 1, 2012,

Mr. Shane retired from his position as our Exeautiice President and Chief Financial Officer anddme the Vice Chairman of the Board of
Directors. Prior to joining Cornerstone, Mr. Shavees employed by The Loewen Group, Inc., where hesdgeas Senior Vice President of
Finance for the Cemetery Division from March 19%9filWanuary 1998. Prior to joining The Loewen QipMr. Shane served as Senior Vice
President of Finance and Chief Financial OfficeOasiris Holding Corporation, which he founded with. Miller, and of which he was a one-
third owner. Prior to founding Osiris, Mr. Shanevesl as the Chief Financial Officer of Morlan Imational, Inc. Mr. Shane has been retainec
in this position due to his extensive experiencirancial services and capital raising activitieis, contacts within the death care and financia
communities and his long tenure of service witland our affiliates.

Allen R. Freedmahas served on the Board of Directors of our gengagher since our formation in April 2004, and Isadved as a
director of Cornerstone since October 2000 throtyghl 2004. Mr. Freedman is a graduate of Tufts\uénsity and the University of Virginia
School of Law. Mr. Freedman retired in July 2008nirhis position as Chairman and Chief Executivao®ffof Fortis, Inc., a specialty
insurance company that he started in 1979. He rmodi to serve on the board of Assurant, Inc. (8sareo Fortis, Inc.) until May of 2011. He
was previously Chairman of the Board of Systemsan@uter Technology Corporation until 2004 and Indas. until 2007. He currently
serves as trustee of the Eaton Vance Mutual Fumdspg3vhere he serves on the Governance and Porlfl@dnagement Committees.

Mr. Freedman has served on the board of a numbehasftable organizations including the PhiladedpBrchestra and the United Way of New
York. He currently serves on the board of Opera Acaethe service organization for over 100 openaganies in the United States, Canada
and Europe. He is also a founding director of tlssakiation of Audit Committee Members, Inc. Mr. &@dman has been retained as a membel
of the Board of Directors of our general partnee tiw his extensive financial experience, his inwestt and general management experience i
the field or related fields in which the companemgies and his experience on other boards of pobiigpanies.

Peter Grunebaurhas served on the Board of Directors of our germmaether since December 2004. Mr. Grunebaum, ctiyran
independent investment banker and corporate camgulivas the Managing Director of Fortrend Inteioral, an investment firm headquarte
in New York, New York, a position he held from 1988til the end of 2003. Mr. Grunebaum currentlywssras a director and is a member of
the Executive Committee and Chairman of the Auditn@ittee of Pre Paid Legal Services, Inc., a NYiSted company that provides legal
service plans. Mr. Grunebaum also served on thedhafadirectors and as a member of the Audit Cortaibf Lucas Energy, Inc., a crude oil
and gas company, until February 28, 2013. Mr. Gobanen has been retained as a member of the Bo&uleaftors of our general partner due
to his extensive audit background, his experienitie raising capital and his service with other palsbmpanies.
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Robert B. Hellman Jr. has served on the Board of Directors of @uregal partner since our formation in April 2004l évad served as a
director of Cornerstone since March 1999 throughil2004. Mr. Hellman is th€hief Executive Officer and a Managing DirectoMdéCown
De Leeuw & Co., LLC, which he joined in 1987. McOoWe Leeuw & Co., LLC is the sponsor of numerouggie equity investment funds.
Mr. Hellman was named Managing Director in 1991 @hief Executive Officer in 2001. Mr. Hellman alsofounded American Infrastructu
MLP Funds in 2006. He has been a private equitgstor for 25 years and responsible for inventirgpioneering idea of applying the MLP
structure to the deathcare industry, which leduolBO as a MLP. Mr. Hellman received an MBA frone tHarvard Business School with
Baker Scholar Honors, an MS in economics from tbedon School of Economics, and a BA in economiosf6tanford University. He is a
member of the board of the Stanford Institute fool®omic Policy Research. Mr. Hellman has beenmethas a member of the Board of
Directors of our general partner due to his involeat in our initial public offering, his extensiirevestment experience and his prior
experience with raising capital

Martin R. Lautman, Ph.D.has served on the Board of Directors of our gargartner since our formation in April 2004 andaadirector
of Cornerstone since its formation in March 199@tigh April 2004. Dr. Lautman is currently the Mgiray Director of Marketing Channels,
Inc., a company that provides marketing and mangettsearch consulting services to the informatidostry. Most recently, he served as the
President and CEO of GfK Custom Research North Agaga division of a public worldwide marketingsees company headquartered in
Nuremburg, Germany. Prior to that he was the Saviemmaging Director of ARBOR a U -based marketing research agency, where he held
several positions including Senior Managing Diresioce 1974. He has also served with Numex Cotjooraa public machine-tool
manufacturing company, as President from 1987 80 Ehd as a director from 1991 to 1997. From 188800, Dr. Lautman served on the
Board of Advisors of Bachow Inc., a private eqdityn specializing in high-tech companies and sofavand is now active in venture capital
serving as a venture partner in three early stagest Dr. Lautman is currently a board memberfar tamily-owned businesses, E.P. Henry,
hardscaping company and A. Duie Pyle, a truckinggany. He has lectured on marketing at The Cokhatiél School and at The Columbia
University School of Business and currently teaahasketing strategy in the MBA program at The Wbargchool of Business of the
University of Pennsylvania. Dr. Lautman has be¢aimed as a member of the Board of Directors ofgeureral partner due to his involvement
in numerous boards, his strategic planning expee@md his capital raising background.

Fenton R. “Pete” Talbothas served on the Board of Directors of our gerpagher since our formation in April 2004 and Isadved as
Chairman of the Board of Cornerstone since Aprd@€hrough April 2004. Mr. Talbott served as thedident of Talbott Advisors, Inc., a
consulting firm, from January 2006 through Janu$0. Mr. Talbott previously served as an operatifiifjate of McCown De Leeuw & Co.,
LLC from November 1999 to December 2004. Additibnaie served as the Chairman of the Board of peletsum International, an
international telemarketing and market-researchp@om, from August 2000 to January 2001. Prior 991 Mr. Talbott held various executive
positions with Comerica Bank, American Express ©aapion, Bank of America, The First Boston Corpitj@rp., and other entities. He
currently serves as a board member of the Preventdiedicine Research Institute, Kansas UniveBibard of Trustees, Christus/St. Vincent
Hospital Foundation, and Landmark Dividend, LLC asdhe Chairman of Cornerstones Community PaltiessMr. Talbott has been
retained as a member of the Board of Directorsuofgeneral partner due to his extensive operatiex@érience, his private consulting
experience and his extensive professional conts#.b

Howard L. Carvethas served on the Board of Directors of our gergaeher since August 2005. Mr. Carver retiredunel2002 from
Ernst & Young. During his 35-year career with thenf Mr. Carver held a variety of positions in &xS. offices, culminating with the position
of managing partner responsible for the operatiche Hartford, Connecticut office. Since June 20@2. Carver has served on the boards of
directors of Assurant, Inc. (formerly Fortis, Inan)d Phoenix National Trust Company (until its sal@pril 2004) and has been the chair of
Audit Committee for both boards. Since Septemb@4281r. Carver had served on the board of diread@pen Solutions, Inc. and was the
chair of that company’s Audit Committee (until Janyi23, 2007 when Open Solutions, Inc was soldediive January 2012, Mr. Carver was
appointed to the Audit Committee of Pinnacol
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Assurance, the workers compensation facility fer $tate of Colorado, and in January 2013 he wagigggl to Pinnacol’s board by the
Governor of Colorado. Mr. Carver has been retassed member of the Board of Directors of our gdrpaener due to his extensive financial
and audit experience, and his risk management lpaickd.

Executive Officers (No-Board Members)
A brief biography of additional executive officassincluded below:

Michael L. Stachéas served as our Senior Vice President and Chuefaling Officer since our formation in April 2084d had served
as Senior Vice President and Chief Operating Offa¢eCornerstone since March 1999 through April 20Rrior to joining Cornerstone,
Mr. Stache was with Loewen Group International,,laovholly owned subsidiary of The Loewen Groune. | between March 1995 and March
1999. Mr. Stache also served as Vice Presidentoéfal Home Advanced Planning for the United StatekCanada for The Loewen Group
from January 1999 until he joined Cornerstone irda999. Mr. Stache previously served in seveffdrént capacities with The Loewen
Group, including as Regional President of the N@#mtral Region between 1996 and 1999 and Reg\tinalPresident of Cemetery
Operations in the Midwest between 1995 and 1996 Stiche served as Vice President of Operation®@s$ais Holding Corporation between
1994 and 1995 and as General Manager between 1ei8Bo&4.

Timothy K. Yoshas served as our Chief Financial Officer and Sagresince April 1, 2012 and has served as our Piasident of
Financial Reporting and Investor Relations from Blmber 2004 until March 31, 2012 . Prior to joinigy Mr. Yost was the Chief Financial
Officer of SpinCycle, Inc. a national chain of caiperated laundromats. He began with that compa@@@7. From October 1995 through N
1997, he was a controller for the Magellan Corporet a real estate limited partnership syndicpéiglizing in the development and
acquisition of multi-unit residential housing profes. From October 1991 through October 1995, Yist was the Head of Premium
Accounting for Republic Western Insurance Compangivision of U-Haul International.

General Information

The GP LLC Agreement specifies that the directérsun general partner shall be elected by a pliyratite of the Class A units of our
general partner, subject to the requirements desttiin footnote (1) to the table above. CFSI LL@kall of the outstanding Class A units.
CFSI LLC is controlled by the MDC IV Liquidating Uists.

Mr. Hellman serves as the sole member of Gen4 Fdetsor LLC, a Delaware limited liability companyhich is a trust advisor to the
MDC IV Liquidating Trusts, which together benefityaown 87.2% of CFSI LLC through their direct owship of approximately 10.1% of tl
Class B units of CFSI LLC and indirectly througleithownership of approximately 90.8% of the membigrinterests in Cornerstone Family
Services LLC, which owns 85% of the Class B unft€BSI LLC. CFSI LLC indirectly owns our 2% genepartner interest.

Messrs. M. Stache and R. Stache are brothers.

Board Meetings and Executive Sessions, Communicatis with Directors and Board Committees

From January 1, 2012 to December 31, 2012, thedBafabirectors of our general partner held four timegs. All directors then in office
attended all of these meetings, either in persdsydeleconference.

Our Board of Directors holds regular executive Be&s in which non-management board members mebkowutiany members of
management present. Mr. Hellman, our Lead Diregi@sides at regular sessions of the non-managemambers of our Board of Directors.

Interested parties, including unitholders, may aohbne or more members of our Board of Directoduding non-management
directors individually or as a group, by writingttee director or directors in care of the Secretdrgur general partner at our principal
executive offices. A communication received fromiraerested party or unitholder will be promptlyv@rded to the director or directors to
whom the communication is addressed. We will notyéver, forward sales or marketing materials oraggondence primarily
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commercial in nature, materials that are abushreatening or otherwise inappropriate, or corredpane not clearly identified as interested
party or unitholder correspondence.

We have standing Audit, Conflicts, Trust and Comaptie, and Nominating, Compensation and Corporate@ance Committees of the
Board of Directors of our general partner. The BlaafrDirectors of our general partner appointsrtirembers of such committees. The Audit
Committee has a written charter approved by thedyaeghich is posted on our website at www.stoneawon. under the “Investor Relations”
section. Information on our website does not ctuigtia part of this Annual Report on Form 10-K. Therent members of the committees, the
number of meetings held by each committee fromdigni, 2012 to December 31, 2012, and a brief gegmm of the functions performed by
each committee are set forth below.

Audit Committee (6 meeting:

The members of the Audit Committee are Messrs.dfmea@ (Chairman), Grunebaum and Carver. Messrsdfrae, Carver and
Grunebaum attended all meetings of the Audit Comemifor the period noted above. The primary respdities of the Audit Committee are
assist the Board of Directors of our general paritmés general oversight of our financial repogj internal controls and audit functions, and it
is directly responsible for the appointment, reétamtcompensation and oversight of the work ofiadependent auditors. Messrs. Freedman,
Carver and Grunebaum each qualify as “independerdér applicable standards established by the SEHQN& SE for members of audit
committees.

In addition, the Audit Committee includes two memsbeho are determined by the Board of Directorswfgeneral partner to have
accounting or related financial management expgedigl to meet the qualifications of an “audit cottemi financial expert” in accordance with
NYSE listing standards and SEC rules, as applicaidduding that the persons meet the relevanndefn of an“independent” director.

Messrs. Freedman and Carver are the independectalis who have been determined to have accouatirgated financial management
expertise and to be audit committee financial etgpéinitholders should understand that this designas a disclosure requirement of the SEC
related to Messrs. Freedman and Cassekperience and understanding with respect taioesitcounting and auditing matters. The designi
does not impose on Messrs. Freedman and Carvetui®g, obligations or liability that are greatean are generally imposed on them as
members of the Audit Committee and the Board o&&wrs of our general partner, and their designat®an audit committee financial expert
pursuant to this SEC requirement does not affecttities, obligations or liability of any other men of the Audit Committee or Board of
Directors.

Conflicts Committee (no meetings)

The members of the Conflicts Committee are Me$seedman (Chairman), Carver and Grunebaum. Theapyinesponsibility of the
Conflicts Committee is to review matters that tivectors believe may involve conflicts of intereBhe Conflicts Committee determines if the
resolution of the conflict of interest is fair arehsonable to us. The members of the Conflicts Citteermay not be officers or employees of
our general partner or directors, officers, or eagpes of its affiliates and must meet the indeproéstandards to serve on an audit committe
of a board of directors established by the NYSE @atthin other requirements. Any matters approvyethé Conflicts Committee will be
conclusively deemed to be fair and reasonable tapgroved by all of our partners, and not a brdgcbur general partner of any duties it may
owe us or our unitholders.

Conflicts of interest may arise between us andunitholders, on the one hand, and our general @aand its affiliates, including the
MDC IV Liquidating Trusts, on the other hand. Theseflicts include decisions made by our generaings (such as the amount and timing of
borrowings or whether to acquire additional ceniegdrthat may result in our general partner reogivincentive distributions.

Nominating, Compensation and Corporate Governancen@nittee (4 meetings

The members of the Nominating, Compensation ang&@ate Governance Committee are Messrs. Talbotif@han), Hellman, and
Lautman. All the members attended all meetingfiefdommittee for the period noted
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above. The primary responsibility of the Nominati@@mpensation and Corporate Governance Commétiedversee compensation decis
for the outside directors of our general partnet executive officers of our general partner (in¢lent they are to be paid by our general
partner) as well as our long-term incentive plard & select and recommend nominees for electidinet@®@oard of Directors of our general
partner.

Trust and Compliance Committee (5 meetings)

The members of the Trust and Compliance Committed/essrs. Talbott (Chairman), Freedman, GruneleanCarver. Funds that are
held in merchandise trusts and perpetual caresteustmanaged by third-party investment manageahénispecified investment guidelines
adopted by the Trust and Compliance Committee oboard of directors and standards imposed by kuate

These investment managers are monitored by thart investment advisors selected by our Trust@mahpliance Committee who adv
the Trust and Compliance Committee on the detetivimaf asset allocations, evaluate the investma@anrtagers and provide detailed monthly
reports on the performance of each merchandis@pamtual care trust. All the members attendecha#tings of the committee for the period
noted above.

Code of Ethical Conduct for Financial Managers, Cedf Business Conduct and Ethics for Directors, thede of Ethics Policy, and the
Corporate Governance Guidelines

We adopted a Code of Ethical Conduct applicablltof our financial managers, including our primei executive officer, principal
financial officer, principal accounting officer oontroller or persons performing similar functiomte Code of Ethical Conduct for Financial
Managers incorporates guidelines designed to eatmrgdoing and to promote honest and ethical canalod compliance with applicable laws
and regulations. If any amendments are made t@tlke of Ethical Conduct for Financial Managersfave or our general partner grants any
waiver, including any implicit waiver, from a pr@ion of the code to any of its financial managess will disclose the nature of such
amendment or waiver on our website (www.stoneman)aar in a report on Form 8-K. We also adoptedGbee of Business Conduct and
Ethics for Directors, the Code of Ethics Policy igable to our officers and other employees, amdGbrporate Governance Guidelines, which
constitute the framework for our corporate goveoean

The Code of Ethical Conduct for Financial Manag#rs,Code of Business Conduct and Ethics for Damscthe Code of Ethics Policy,
and the Corporate Governance Guidelines are pylaidilable on our website under the “Investor Retes” section at www.stonemor.com.
Information on our website does not constitute ra pithis Annual Report on Form 10-K.

Section 16(a) Beneficial Ownership Reporting Compdince

Our general partner’s directors, officers and bier@fowners of more than 10 percent of commonsuait required to file reports of
ownership and reports of changes in ownership thithSEC. Directors, officers and beneficial owr@rsore than 10% of our common units
are also required to furnish us with copies ofalth reports that are filed. Based on our reviesopies of such forms and amendments, we
believe that all of our directors, executive offe@and greater than 10% beneficial owners compii¢iul all filing requirements under
Section 16(a) of the Exchange Act during the yealee December 31, 2012.
ltem 11.  Executive Compensatior
Compensation Discussion and Analysis
Our Compensation Process

Our business is managed by the directors, offiartsemployees of StoneMor GP LLC, our general pariiVe have no employees of
own. Accordingly, all decisions relating to compatisn of the executive
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officers and directors of our general partner asglenby the board of directors of our general partukich we refer to as the board. The
Nominating, Compensation and Corporate Governarneenlttee of the board, which we refer to as the memsation committee, is respons
for making recommendations to the board regardiegcompensation of executive officers and outsiteectbrs and for overseeing all
executive officer compensation programs, planspaiigies, including those involving the issuanceeqtiity securities.

Our general partner does not receive any managde®or other compensation for managing our businas is reimbursed by us for
expenses incurred on our behalf. These expensesi@all expenses necessary or appropriate toathéuct of our business and allocable tc
The partnership agreement provides that our geparater will determine in good faith the expenthed are allocable to us. All items of cash
compensation reflected in the tables below werariecl on our behalf by our general partner andbaised by us.

Objectives and Overview of Our Compensation Progeam

Our compensation programs are designed by the laoatdompensation committee to attract and refgim duality executive officers, to
motivate them to achieve our business goals angbtdmize the value of our unitholders’ investmeniatigning the interests of our executive
officers with the interests of our unitholders. uisiness goals are to increase our revenuestganfd cash distributions from existing
operations, facilitate our growth through acquisis, promote a cohesive team effort and providerkplace environment that fosters
compliance with the laws and regulations applicableur business. Our compensation programs incdtidet-term elements, such as annual
base salary and annual incentive cash bonus, aasvieinger term elements such as equity baseddaw@ur executive officers also receive
health, disability and life insurance benefits antbmobile allowances, and are entitled to defesréion of their compensation pursuant to our
401(K) retirement plan. We do not match any contitms under that plan.

Our general partner has entered into written enmkayt agreements, as amended, with two of our eixecofficers, Messrs. Miller and
M. Stache. Each agreement is for an initial terrorad-year and automatically extends for successieeyear terms unless either party gives a
90 day written notice of non-renewal. In additigvijliam Shane serves as Vice Chairman of the Bea&idirectors of our general partner
pursuant to his employment agreement which is g¥fe¢or two years beginning April 1, 2012.

How the Elements of Our Executive Compensation Praagy Further Our Business Goal

The primary elements of our executive compensatiogram are described below. We have no formulalfocating between long or
short-term compensation, cash or non-cash compensat among different forms of non-cash compeosagll of which allocations are
determined in the discretion of the board and careaton committee.

Base Salan

Base salary is the guaranteed element of our eixeanfficers’ compensation. The amount of basergalaflects the subjective
assessment of the compensation committee and kakialgy into consideration, the experience of tkecative, the competitive market for
similarly skilled executives, the complexity of teecutive’s job, and our size, financial capal#itand business goals.

Effective April 1, 2012, base salaries of MessrsstYand Waimberg were increased to $225,000 and,8Q0, respectively, in connecti
with their promotions to Chief Financial Officerca8ecretary, and Treasurer, respectively.

Annual Cash Incentive Progra

Our annual cash incentive program is designed tivate our executives to achieve our short-ternmiegs growth and cash distribution
goals by exceeding a pre-determined level of egmbefore depreciation, interest, taxes

155



Table of Contents

and amortization, or EBITDA. The amount earned urilis program by each of our executive officermad in the Summary Compensation
Table is set forth in such table under the captidon-Equity Incentive Plan Compensation”. The aggte cash incentive payments available
for our executive officers are allocated in projmortto their base salaries. For 2012, our EBITDAlgeas not achieved, and no payments wer
made. The minimum EBITDA goal, the other elemeritsus annual cash incentive program and the ideofithe participants in the program
are determined at the discretion of the board i&atiors and compensation committee, after consigehie recommendations of our Chief
Executive Officer related to other executive offcand employees.

Long Term Incentive Plan

Awards under our long-term incentive plan are desibto motivate our executives to remain employeddfor a sufficient period of
time to achieve our longer term business goalsraréase unit-holder value. Unless otherwise sjgetif the award agreements, unvested
awards under the long-term incentive plan are fiefleupon an executive’s termination of employménirsuant to certain key employee
restricted phantom unit agreements and unit apgtienirights agreements with our executives, uregeatvards under our long-term incentive
plan are forfeited if employment terminates for aegson other than a change of control, death, gm@nt disability or retirement at age 65 or
other age approved by the compensation committee gfant of awards under our long-term incentiempé made at the discretion of the
board of directors or the compensation committegmplicable, after considering recommendatiormuoiChief Executive Officer related to
other executive officers and employees.

In connection with Mr. R. Stache’s retirement, tloenpensation committee approved his retirementaggno forfeiture of his unit
appreciation rights granted under the UAR Agreera@plied in connection with his retirement effeetiépril 30, 2012.

The 2012 awards made under our long-term incepliae to our executive officers included a reten@rard of 45,000 phantom units
that vest over a period of 3 years to Mr. Mille232 phantom units were credited to each of Mesditler and Shane mandatory deferred
compensation accounts, pursuant to their distidougiquivalent rights. Phantom units become payableash or common units, at our electi
upon the separation of the executive from serviagpon the occurrence of certain other events fipddn the applicable agreement.

In addition, on April 1, 2012, Messrs. Yost and Yilberg were each granted 25,000 unit appreciatgngithat vest over a period of 4
years in connection with their promotions to Chigfancial Officer and Secretary and Treasurer,getbyely.

For additional information on 2012 awards madeupeaxecutive officers, see Note 12 to consolidétehcial statements included in t
Annual Report on Form 10-K.

The board does not have a program, plan or praititime grants of awards in coordination with asle of material non-public
information.

Severance Payments

The employment agreements for each of Messrs. Mile M. Stache which were entered into in 2004since amended, provide for
severance payments in the amount of 2.5 timesdaagy in the event an executive’s employmentrimitgated by our general partner without
cause or by the executive for good reason. Indineimstance, all of the executive’s unvested gaaitards will vest and the executive will be
entitled to the continuation of insurance benditsan agreed period or a cash equivalent (see f@mpent Agreements”). The amount of the
severance payment and other benefits providedhftivd employment agreements were determined bytiatiga between the board and each
of the executives and reflects the board’s belig¢fi@time such agreements were entered intolileadmounts of such payments and benefits
and the circumstances under which they would beé paprovided were reasonable. We do not providé gayments to executives that are
triggered by a change of control of our compangurgeneral partner, but upon such a change ofaait of our executives’ unvested equity
awards will vest.
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The employment agreement for Mr. Shane, effectsvefapril 1, 2012, for a period of two years, pidss for severance payments in the
amount of the base salary remaining on the two-gagloyment period if he is terminated by our gahpartner without cause.

On February 28, 2013, we entered into an Employr8eptaration Agreement (the “Separation Agreememitt) Mr. Waimberg in
connection with Mr. Waimberg’s resignation as VRmesident — Finance and Corporate Development asasTirer of our general partner.
Pursuant to the Separation Agreement, Mr. Waimizeegtitled to receive a severance package comgisfi (i) twenty-six weeks' base salary
payable over the period of March 1, 2013 to Au@@st2013; (ii) a contribution to Mr. Waimberg’'s C&B premium for the months of March
2013 through August 2013 on the same basis as &P contributed to Mr. Waimberg’s employee heaitsurance premium prior to the
resignation; and (iii) continued vesting of Mr. \WWdiderg’s unit appreciation rights during the petiamin March 1, 2013 to August 30, 2013 as
approved by the compensation committee.

Perquisites

Our named executive officers participate in a vaday of benefit plans that are available to albof salaried employees, including
health, life and disability insurance plans. Weeagafly do not offer our named executive officery amaterial compensation in the form of
perquisites. Perquisites provided to our namedwgkexofficers described in Footnote 3 to the Sumyn@ompensation Table below are linked
to our compensation philosophy of encouraging émgiterm retention of our executives.

Executive Pay Parit

In 2012, we provided each of Messrs. Miller (our@;President and Chairman) and Shane (our formecuiive Vice President, Chief
Financial Officer and current Vice Chairman of Baard of Directors) with salaries, bonuses, longatencentives and perquisites, and we
provide each of Messrs. M. Stache (our Senior Yimsident and Chief Operating Officer) and R. Stgclur former Senior Vice President—
Sales who retired effective April 30, 2012) witleidical salaries, bonuses and long-term incentinelsperquisites. The board and
compensation committee believe that pay parity agredmilar level executives fosters team work andimizes internal dissension.

Other Matters

The compensation committee and board did not engatyde compensation consultants in 2012 but ditsicler available comparable
company data in making compensation related dewsin2012. The board has not established a pfilicthe adjustment of any compensation
award or payment if the relevant performance messon which they are based are restated or adjudtedoard has not established any
security ownership guidelines for executive officand considered the existing equity ownershiplsevkrecipients of awards made during
2009. The board considered the impact of accoumtimttax treatments to us and the recipients intiygaawards in 2012 under our long-term
incentive plan.

COMPENSATION COMMITTEE REPORT

The Compensation, Nominating and Corporate Govesn@ommittee of the board of directors of our gahpartner has reviewed and
discussed with management the Compensation Disguasid Analysis for the year ended December 312 2Based on such review and
discussions, the Compensation, Nominating and Catpd@overnance Committee recommended to the Bbatdhe Compensation
Discussion and Analysis be included in this Anrira@port on Form 10-K.
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This Compensation Committee Report shall not bengekincorporated by reference in any document pusly or subsequently filed
with the SEC that incorporates by reference afiror portion of this Annual Report on Form 10-K, eptto the extent that we specifically
request that the report be incorporated by referenc

By the Compensation, Nominating and Corporate Guawre Committee.

Fenton R. Talbott, Chairme
Robert B. Hellman, J

Martin R. Lautmar

SUMMARY COMPENSATION TABLE

The following table sets forth the compensationralwd to, earned by, or paid to our Chief Execu@#fcer, our Chief Financial Officer
and our three other most highly compensated exexufficers, referred to as named executive offickar all services rendered in all capac

to us and our subsidiaries.

Non-equity
Unit Incentive
Option Plan All Other
Unit Awards (1) Compensation (2 Compensation (3
Name and Salary Awards (1) Total
Principal Position Year ($) (%) ($) ($) (%) (%)
Lawrence Miller 201z $500,00((4) $1,102,38 $ — $ = $ 16,47F  $1,618,86!(5)
Chief Executive Officer B
. Lo 2011 $500,00(4) $ 26,52¢ $ — $ = $ 18,947 $ 545,47(5)
presidentand Charman ofthe  201¢  $302.30(4) $ 2324t $ — § 20170, $ 3365 § 74091(5)
Timothy K. Yost (6) 201z  $212,50( $ — $92,000 $ — $ — $ 304,50((5)
Chief Financial Officer and
Secretary
Michael L. Stachi 201z $315,00((4) $ — $ — $ = $ 15,17¢ $ 330,1745)
Senior Vice President and 2011  $315,00((4) % — $ — $ — $ 17,80 $ 332,80(5)
Chief Operating Office 201C $279,5144) % — $ — $ 165247¢ 3% 27,83t $ 459,83((5)
Paul Waimberg (7 201z  $215,98: $ — $92,000 $ — $ 6,00 $ 313,98/(5)
Vice-President—Finance and
2011  $187,00( $ — $ — $ — $ 6,000 $ 193,00(5)
Corporate Development, and . .
Treasure! 201C  $174,69¢ $ — $ — $ 43,060 $ 3,33C  $ 221,09(5)
William R. Shane (8 201z  $440,00(4) $ 29,13¢ $ — $ = $ 12,000 $ 481,13{(5)
Vice Chairman of the Board 2011  $440,00(4) $ 2652t $ — $ — $ 19,92t $ 486,45(5)
of Directors 201C $392,30{4) $ 2324 $ — $ 291,70  $ 29,16¢ $ 736,42(5)
Robert Stache (¢ 201z  $104,19(4) $ — $ — $ — $ 7,302 $ 111,49¢5)
Formerly Senior Vice 2011  $315,00(4) $ — $ — $ — $ 12,000 $ 327,00(5)
Presider—Sales 201C $279,514) $ — $ — $ 152,47¢  $ 27,83t $ 459,83(5)

(1) Represents the aggregate grant date fair wdlaeards made during the year in accordance witari€ial Accounting Standards Board
Accounting Standards Codification Topic 718 refdne as “ASC Topic 718" based on the assumptioh®osth in Note 12 to the
consolidated financial statements included in onondal Report on Form 10-K. In 2012, Mr. Miller réeed 46,231.82 Restricted

Phantom Units with an aggregate fair value of $2,388 and Mr. Shane received 1,231.82 Restrictedit®Bm Units with an aggregate
fair value of $29,138. Also, in 2012, Messrs. Yastl Waimberg each received 25,000 Unit Appreciafights (UARS) witt
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(@)
3)

(4)
(5)
(6)
®

(9)

an aggregate fair value of $92,000. In 2011, Meddiiter and Shane each received 955.27 Restrietehtom Units with an aggregate
fair value of $26,526. In 2010, Messrs. Miller gBldane each received 1,035.84 Restricted Phantots With an aggregate fair value of
$23,245.

Represents the amount distributed under outuAh@ash Incentive Program. Payments under thegsabased upon attaining an
internally generated calculation of EBITD

Other compensation for 2012 includes an adtwaince of $13,200 for Messrs. Miller and Shan&,8a0 for Mr. M. Stache, $4,000 for
Mr. B. Stache and $6,000 for Mr. Waimberg, and $3,B expenses related to the travel of the spotisér. Miller, $3,179 for the travel
of the spouse of Mr. M. Stache and $3,302 for theetl of the spouse of Mr. B. Stache on businégs.tOther compensation for 2011
includes an auto allowance of $13,200 for MessiieMand Shane, $12,000 for Messrs. M. StacheRarstache, and $6,000 for

Mr. Waimberg and $5,747 in expenses related taréhel of the spouse of Mr. Miller, $6,725 for thiavel of the spouse of Mr. Shane
and $5,803 for the travel of the spouse of Mr. t&cBe on business trips. Other compensation fod 2dudes an auto allowance of
$12,100 for Messrs. Miller and Shane and $11,000/iessrs. M. Stache and R. Stache, $4,490 in eggeetated to the travel of the
spouses of Messrs. Miller, M. Stache and R. Stacheusiness trips, and a payment of $17,066 forskéesiller and Shane, $12,348 for
Messrs. M. Stache and R. Stache and $3,330 fo¥\lMimburg representing a distribution on units thate set to be issued, but for
administrative reasons, were not issued prior éadiliidend declaration dal

Base salary is payable pursuant to the ternas @mployment agreement effective as of Septe2he2004 (See “Employment
Agreement”). In addition, Mr. Shane entered into a new employtnagneement effective April 1, 201

For information regarding cash distributionattmay be received by our named executive offibgneasons of their ownership interests
in our general partner or its affiliates ¢Item 13. Certain Relationships and Related Traiwmagtand Director Independer”.

Mr. Yost, formerly Vice President—Financial Refing and Investor Relations, has been promotéthief Financial Officer and
Secretary effective April 1, 201

Mr. Waimberg served as our Vice Presi—Finance and Corporate Development and TreasurgiR@hiruary 28, 2012

Mr. Shane, formerly Executive Vice Presidend &hief Financial Officer, elected to retire frohat position effective April 1,2012. In
connection with such retirement, Mr. Shane entéredthe Employment Agreement with our generalpamtpursuant to which he serves
as an advisor available to management and Vicer@haiof the Board of Directors of our general partumtil April 1, 2014

Mr. R. Stache served as our Senior Vice Presidegales until April 30, 2012

2012, 2011 and 2010 Annual Cash Incentive Program

Payments under our Annual Cash Incentive Progranbased upon attaining an internally generateditzdion of EBITDA.

The table below details the target EBITDA and boamm®unts granted to each named executive for thesyaded December 31, 2012,

2011 and 2010.

For the year ended December 3:

2012 2011 2010
Bonus Bonus

Target Actual Target Actual Target Actual Bonus

EBITDA EBITDA Paid EBITDA EBITDA Paid EBITDA EBITDA Paid
Lawrence Miller $75,410,00 $75,297,00 $— $72,480,00 $68,936,00 $— $66,024,70 $71,892,10 $291,70:-
Timothy Yost $75,410,00 $75,297,00 $— $72,480,00 $68,936,00 $— $66,024,70 $71,892,10 $ 43,06
Michael Stachq $75,410,00 $75,297,00 $— $72,480,00 $68,936,000 $— $66,024,70 $71,892,10 $152,47¢
Paul Waimber $75,410,00 $75,297,00 $— $72,480,00 $68,936,00 $— $66,024,70 $71,892,10 $ 43,06:
William Shane $75,410,00 $75,297,00 $— $72,480,00 $68,936,00 $— $66,024,70 $71,892,10 $291,70«
Robert Stach $75,410,00 $75,297,00 $— $72,480,00 $68,936,00 $— $66,024,70 $71,892,10 $152,47¢

Total EBITDA generated for the years ended DecerBhe012, 2011 and 2010 were approximately $758m $69.0 million and
$71.9 million, respectively. In 2010, we exceedeadtarget level of approximately $66.0 million iBHDA and we accrued cash incentive

compensation for the named executives
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as noted in the Summary Compensation Table ab@evids paid in 2011. In 2012 and 2011, this amauast below our target level of
approximately, $75.4 million and $72.5 million, pestively, and accordingly, we paid no cash inaentiompensation.

The EBITDA measurement utilized for our Annual Castentive Program is a non-GAAP financial meastitee table below reconciles
Net Income as shown in our Consolidated Statemfe@perations (the GAAP measure we believe mosketyagconciles to this calculation
EBITDA) to EBITDA used in our calculation of our Anal Cash Incentive Program:

For the year ended December 3.

2012 2011 2010
(amounts in thousands;

Net income (loss $(3,019)  $(9,71H)  $(1,44)
Acquisition related cost 3,12z 4,60¢ 5,71t
Interest expens 20,50: 19,19¢ 21,97
Total income taxe (1,790 (4,019 (5,389
Depreciation and amortizatic 9,431 8,534 8,84¢
Amortization of cemetery proper 7,88( 6,66¢ 7,021
Non-cash un-based compensatic 91€ 773 711
(Gains) losses from the sale or purchase of cedigfimed asset (24¢) (790 6,48¢
Other nor-cash (gains) losse 35¢ 59t 50C
Increase in deferred cemetery revenues and exparet 39,99¢ 38,71% 34,61°
Early extinguishment of debt and refinancing exps — 4,46: —
Gains on acquisitions or dispositic (1,859 (92 (7,152
EBITDA $75,29; $68,93¢ $71,89:

GRANTS OF PLAN-BASED AWARDS DURING THE YEAR ENDED D ECEMBER 31, 2012

The following table sets forth information regamgligrants of plan-based awards to our named execofficers during the year ended

December 31, 2012.

All Other Stock All Other Option Exercise ol
Awards: Number of Awards: Number of Grant Date Fair
Base Price
Shares of Stock or Shares of Stock or of Option Value of Stock
Units Units Awards and Option
Name Grant Date (#) (#) ($/sh) Awards (3)
Lawrence Miller 2/15/1: 283.6¢ — — $ 7,015(1)
5/15/1: 282.7: — — $ 7,181(1)
8/15/1: 317.3: — — $ 7,34¢€(1)
11/7/1: 45,000.0! — — $ 1,073,25(2)
11/15/1: 348.1: — — $ 7,59¢(1)
Timothy K. Yost 4/2/12 — 25,00( $ 24.3¢ $ 92,00(
Paul Waimber 4/2/1z — 25,00( $ 24.3¢ $ 92,00(
William R. Shane (2 2/15/1: 283.6¢ — — $ 7,0151)
5/15/1: 282.7: — — $ 7,181(1)
8/15/1: 317.3: — — $ 7,34¢€(1)
11/15/1: 348.1: — — $ 7,59¢(1)

(1) Under an executive restricted phantom unit egient entered into under our long-term incentiaapMessrs. Miller and Shane were
each credited with 1,231.82 phantom units durint?2fursuant to their distribution equivalent rig|
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(2) Mr. Miller was granted 45,000 restricted phantoritauthat vest or-third on the anniversary date for the next thregrsg:

(3) The fair value of awards to Messrs. Miller and Shasas calculated based on the publically tradezkf our units on the day prior to
date the awards were granted. The fair value ofdsvi Messrs. Yost and Waimberg was calculatethusie Black-Scholes-Merton
option pricing model. See Note 12 to consolidatedrfcial statements included in this Annual ReporfForm 1-K.

OUTSTANDING EQUITY AWARDS AT DECEMBER 31, 2012

The following table sets forth information with pest to outstanding equity awards at December @12 2or our named executive
officers.

Option Awards Unit Awards
Number of Market
Number of Value of
Securities Number of Shares or Shares or
Underlying Securities Units That Units of
Unexercise( Underlying Option Stock
Unexercised Exercise Have Not That Have
Options (#) Options (#) Option Vested (#) Not
Exercisable Unexercisable (1 Price ($) Expiration Date (2 Vested
Lawrence Miller 131,25( 43,75( $18.8( 12/16/201. 58,22 $1,212,78!
Timothy K. Yost 18,75( 6,25( $18.8( 12/16/201. — $ —
Timothy K. Yost 4,167 20,83: $24.3¢ 4/2/201° — $ —
Michael L. Stachi 56,25( 18,75( $18.8( 12/16/201. — $ —
Paul Waimber 5,75( 6,25( $18.8( 12/16/201. — $ —
Paul Waimber 4,167 20,83: $24.3¢ 4/2/201° — $ —
William R. Shane 131,25( 43,75( $18.8( 12/16/201. 13,220 $ 275,43!
Robert Stach 7,81: 18,75( $18.8( 12/16/201. — $ —

(1) Pursuantto a unit appreciation rights (UARg)e@ment entered into under our long-term incergilaa on December 16, 2009, Messrs.
Miller, Yost, M. Stache, Waimberg, Shane and Rcl&tawere each granted 175,000,25,000, 75,000, 25108,000, and 75,000 UARS,
respectively. The UARSs entitle each executive teiee, in our whole common units or cash, at oect#n, the excess of the fair value
the common unit on the day prior to the exercide daer the base exercise price of $18.80, whichta last trading price of a common
unit immediately preceding the grant. The UARs vasibly over a period of 48 months beginning anghant date. In addition, pursuant
to a unit appreciation rights agreement enteremunter our long-term incentive plan on April 2120Messrs. Yost and Waimberg were
each granted 25,000 UARs. The UARSs entitle eachigie to receive, in our whole common units orthcag our election, the excess of
the fair value of the common unit on the day ptiothe exercise date over the base exercise pri24036, which was the last trading
price of a common unit immediately preceding thengir The UARS vest ratably over a period of 48 rheitieginning on the grant da

(2) Pursuantto an executive restricted phantorhagreement entered into under our long-term ineemqian, on December 16, 2009,
Messrs. Miller and Shane each received 10,000 phaaohits and were each credited with an additi@223 phantom units through
December 31, 2012 pursuant to their distributionielent rights. In addition, on November 7, 208, Miller was granted 45,000
restricted phantom units under our long-term inieerplan. The phantom units become payable, in caslommon units, at our election,
upon the separation of the executive from servicaraexecutive of our general partner or upon ticewence of certain other events. -
market value has been computed by multiplying tbsig price of the common units on December 31228y the number of unvested
units.
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OPTION EXERCISES AND STOCK VESTED DURING YEAR ENDED DECEMBER 31, 2012

The following table provides information about treue realized by the named executive officersheneixercise of unit appreciation
rights during the year ended December 31, 2012.

Unit Awards
Number of Share:

Value Realizec

Acquired on
Exercise on Exercise
# 1) ® @
Paul Waimberg 1,397 $ 31,84(
Robert Stach 15,71¢ $ 437,38t

(1) Mr. Waimberg exercised 8,000 UARs which hadegsinder our Long Term Incentive Plan. The UARS &ia exercise price of $18.80
per unit and their exercise resulted in the issearid,397 units based upon the difference betwleefair value of our outstanding
common units on November 13, 2012 ($22.78), the datof which the number of units to be issued uperexercise of the UARs was
determined. Mr. Waimberg resigned from his positisriVice President—Finance and Corporate DeveloparghTreasurer effective
February 28, 201:

Mr. Stache exercised 48,437 UARs which had vestelguour Long Term Incentive Plan. The UARs hag:xarcise price of $18.80 per
unit and their exercise resulted in the issuancEbpf16 units based upon the difference betweefathealue of our outstanding comm
units on July 20, 2012 ($27.83), the date as ottvktie number of units to be issued upon the eseewii the UARs was determined.

Mr. Stache retired from his position as Senior ieesident—Sales effective April 30, 2012.

Employment Agreements

The following is a summary of the material provismf the employment agreements between our gepantaler and Messrs. Millerand
M. Stache in effect as of December 31, 2012.

The employment agreements contemplate that eaclogespwill serve as an officer of our general partiitach of the employment
agreements has an initial term that expires onefyea the effective date, but is automaticallyended for successive one-year terms unless
either party gives written notice of non-renewald2ys prior to the end of the term.

The employment agreements provide for a base asalsly of $350,000 for Mr. Miller and $250,000 fdr. M. Stache, subject to
increase in the discretion of our general partimeaddition, each employee is eligible to receimeaanual bonus award based upon satisfactio
of mutually agreed upon targets established bygeueral partner and approved by the board of diredf our general partner or the
compensation committee of our general partnero ifangets are established, the employee may, alisbeetion of our general partner, receive
a bonus of up to 50% of base salary for meetingybtetl goals. The employee is also entitled to @petie in other discretionary bonus or
performance-based bonus programs for senior exesytas determined by the compensation committearageneral partner, including unit
incentive plans adopted by our general partner.

If the employee’s employment is terminated withcatise or if the employee resigns for good reasenemployee will be entitled to
severance in an amount equal to the product of @epls base salary at the time of termination sigreation and 2.5. The employment
agreement of Mr. Miller defines cause as (a) frauitlful misconduct or gross negligence by the eoygle that materially adversary affects our
reputation or the reputation of our general paramet continues after notice and, if requested byethployee, an opportunity to be heard, or
(b) any chemical dependence that materially adieegtects the employee’s performance of his dugied responsibilities and for which the
employee fails to undertake and maintain treatnidm. employment agreement of Mr. M. Stache defoaese as (a) the gross neglect or
willful failure by the employee to perform his desiand responsibilities as set forth in the empkrytnagreement, which is not cured within
thirty days of notice to the employee; (b) anya@fdraud by the employee, whether relating to cemeyal partner or otherwise; (c) the
conviction or entry into a plea of nolo contendeyethe employee with respect to any felony
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or misdemeanor (other than a traffic offense witioks not result in imprisonment); (d) the commisdig the employee of any willful or
intentional act (including any violation of law) wh materially injures the reputation or materialyversely affects the business or business
relationships of our general partner; or (e) anfifulifailure or willful breach (not covered by armf clauses above) of any of the material
obligations of the employment agreement. An empayél be deemed to have terminated his employrfamgood reason if, among other
things, such employee resigns after the locatiah®principal office of our general partner is radwutside a 75-mile radius of its former
location in Bristol, Pennsylvania; the employeecisioved from his executive position; the employag & material change in duties or
compensation, or our general partner willfully lotees the employment agreement.

During the employes’employment period and for one year thereaftergthployee is generally prohibited from engagingrig busines
that competes with our general partner in areaghich our general partner conducts business dseadate of termination. During the
employee’s employment period and for two yearsehfter, the employee is generally prohibited franficgting or inducing any of our
employees to terminate their employment with uaamept employment with anyone else or interfere similar manner with our business. 1
non-competition period may terminate earlier agdrined by the board of directors of our generatinea if (a) the employee is terminated
other than for cause and (b) such termination doésccur within 30 days after a change in conffbke employment agreements define a
“change in control” as including (i) a bona fiddesaf all or substantially all of the assets of general partner to any person or entity other
than an affiliate, (ii) a merger, reorganizatioonsolidation or other transaction where more tha# ®f the combined voting power of the
equity interests in our general partner ceasesg mAmed by certain persons who own such interésteaffective date of the employment
agreement or (iii) the acquisition of 40% or moféh® equity interests in our general partner by person not currently part of the ownership
of our general partner, except where the persan imployee benefit fund or one who effects thelmse at the request of or with the appr
of the board of directors of our general partner.

Section 7 (covenants of the executive) of the egrpknt agreement with Mr. R. Stache survived thaiteaition of the such employment
agreement in connection with Mr. R. Stache’s reteat effective April 30, 2012. The terms of empl@mrhagreements of Messrs. M. Stache
and R. Stache were substantially similar.

We also have an employment agreement with Mr. Shhre/ice Chairman of the Board of Directors, whis effective for two years
beginning April 1, 2012, at an annual salary of§800.

Potential Payments upon Termination or Change of Guatrol

The following table describes the potential payraemd benefits under the employment agreementagnegments relating to awards
granted under our long-term incentive plan to whitddhnamed executive officers would be entitledrugsmination of employment if our
general partner terminated their employment witlwautse or if the executive terminates for goodaeaassuming the termination took place
on December 31, 2012. A change of control of ouega partner or of us would not trigger changeasitrol payments but would accelerate
the vesting of the outstanding unvested awardstggdaimder our long-term incentive plan.

Acceleration
and Continuation
Continuation of of Equity Awards
Medical/Welfare (Unamortized
Cash Severanc Expense as of Total
Benefits December 31, 201 Termination
Payment (Present Value) Benefits
. _®On ® @ $ (3) (%)
Lawrence Miller $ 1,250,001 $ 34,41 $ 1,301,59 $2,586,00!
Timothy K. Yost $ — $ — $ 12,68¢ $ 12,68¢
Michael L. Stachi $ 787,50( $ 34,41 $ 38,06 $ 859,97
Paul Waimber¢ $ — $ — $ 12,68t¢ $ 12,68¢
William R. Shane $ 550,00( $ 17,20¢ $ 364,24 $ 931,45
Robert Stache (¢ $ — $ $ 38,06 $ 38,06
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(1) Messrs. Miller and M. Stache are each entiibe?l.5 times their base annual salary. Mr. Shaeatitled to the remaining salary on his
two year employment period which began April 1, 2(

(2) Messrs. Miller and M. Stache are each entiibecontinued coverage under our medical insurancgram for two years. Mr. Shane is
entitled to continued coverage for the time renraron his two year employment period which beganilAp 2012.

(3) At December 31, 2012, Messrs. Miller and Shiagld 58,223 and 13,223 deferred executive phantuts, uespectively. Messrs. Miller,
Shane, M. Stache, R. Stache and Waimberg each®as804 43,750, 18,750, 18,750, and 6,250 unveshdrsfor which the strike price
was $18.80. The amount calculated hereunder islhgsen the fair value of our outstanding commorisuai December 31, 2012
($20.83). The fair value of Messrs. Miller and Sélardeferred executive phantom units is equal éatdtel units outstanding multiplied
by the December 31, 2012 fair value of our commuitsuThe value of all UARs is equaled to the tdiAIRs granted multiplied by the
remainder of the fair value of our common unit®atember 31, 2012 less their strike price ($18.
At December 31, 2012, Messrs. Yost and Waimberl bad 20,833 unvested UARs for which the strikegwas $24.36. Since the fair
value of our outstanding common units at Decemfte2B812 was $20.83, these units have not been giveatue in the table above. The
value of all UARs is equaled to the total UARs deaihmultiplied by the remainder of the fair valdeoar common units at December 31,
2012 less their strike price ($18.80).

(4) Robert Stache retired from his position as &eviice President—Sales effective April 30, 201&8r R Board of Director’s resolution, his
shares will continue to vest per their originaltirggschedule and no units were forfeit

DIRECTOR COMPENSATION

The following table sets forth compensation infotimafor 2012 for each member of our general pai$r@ard of directors, except for
those directors who are also an executive offi€and/or have an employment agreement with ourigépartner and do not receive additio
compensation for serving on the board. See “Sumi@argpensation Tabldbr compensation disclosures related to LawrendeMbur Chie
Executive Officer, President and Chairman of thafpand William R. Shane, our Vice Chairman ofBloard.

Change in
Pension Value
Non-Equity and
Incentive Plan Non-qualified
Fees Earnel Option Deferred All Other
Unit Awards Compensatior Compensatior Compensatior
or Paid Awards Total
in Cash (%) (2) (3) (%) ($) Earnings ($) (%) ($)
Howard Carver (1) $ 34,25( $49,70¢ $— $ — $ — $ — $83,95¢
Allen Freedman (1 $ 44,25( $52,49: $ — $ — $ — $ — $96,74«
Peter Grunebaum (; $ 43,75( $40,45¢ $ — $ — $ — $ — $84,20¢
Robert B. Hellman, Jr. (¢ $ 29,50( $29,11¢ $ — $ — $ — $ — $58,61+
Martin R. Lautman (1 $ 29,50( $52,49: $ — $ — $ — $ — $81,99¢
Fenton R. Talbott (1 $ 43,25( $46,86: $ — $ — $ — $ — $90,11:

(1) Each board member receives an annual casheeiai $22,500, an annual retainer in deferrediotstl phantom units of $12,500, an
additional $10,000 annual retainer which can beived in cash, deferred restricted phantom units @smbination of cash and deferred
restricted phantom units at the board member'gieleca meeting fee of $1,000 for each meetindheflioard of directors attended in
person and $750 for each committee meeting atteindeerson, a fee of $500 for participation in etallhphone board call that is greater
than one hour, but less than two hours, and $1f@0@articipation in each telephone board call ikatvo hours or more. In addition,

Mr. Freedman receives an annual retainer of $10e8a6e Chairman of the Audit Committee and Mrbdt#lreceives annual retainers of
$2,500 for serving as the Chairman for both our keting, Compensation and Corporate Governance Gtiegrand our Trusts and
Compliance Committet
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(2)

(3)

During 2012, each of Messrs. Freedman, Lauti@arnver and Hellman were awarded 933.05 defergtdeted phantom units,

Mr. Talbott was awarded 725.70 deferred restriptegintom units and Mr. Grunebaum was awarded 51#R8red restricted phantom
units in payment of the portion of their annuabieér. The deferred restricted phantom units adited to a mandatory deferred
compensation account established for each sucbmédfsr each deferred restricted phantom unit @ siccount, we credit the account,
solely in additional deferred restricted phantoritgjran amount of distribution equivalent rightsasoto provide the deferred restricted
phantom unit holders means of participating one-fmm-one basis in distributions made to holderswafcommon units. In 2012, Messrs.
Freedman and Lautman were each credited with ati@uil 1,269.39 deferred restricted phantom units, Talbott was credited with an
additional 1,242.32 deferred restricted phantontsyuiMr. Grunebaum was credited with an additiona82.55 deferred restricted
phantom units, Mr. Carver was credited with an tddal 1,151.61 deferred restricted phantom umith r. Hellman was credited with
an additional 280.99 deferred restricted phantoits ynursuant to their distribution equivalent rigihlih addition to these amounts, Mes
Freedman, Lautman, Talbott, Grunebaum , CarveiHelithan each own additional deferred restrictednpdra units, in each case
received in connection with their annual direc’ compensation for years prior to 20:

Accordingly, at December 31, 2012, the aggregateb@an of awards outstanding for each of our non-eyg# directors was 14,208.74
for each of Messrs. Freedman and Lautman, 13,788rM@r. Talbott, 13,017.72 for Mr. Grunebaum, 144%4 for Mr. Carver and
3,598.76 for Mr. Hellman. Payments to participasftthe participant’s mandatory deferred compensadiccount will be made on the
earlier of (i) separation of the participant froemdce as a director, (ii) disability, (iii) unfaseeable emergency, (iv) death, or (v) change
of control of our Company or our general partnetiBi@ants and will be paid at our election in @@mmon units or cash. Each board
member also owns 15,000 Unit Appreciation Rightsiclv were granted in 2009.

See the table belov

Represents the aggregate grant date fair valueafos made during the year in accordance with ABQIcT718 based on the

assumptions set forth in Note 12 to the consoliifiteancial statements included in our Annual RéporForm 10-K.

The grant date fair value of each grant awardeghtt director of our general partner who was reat ah Executive Officer of our

general partner is as follows:

Fair value of units granted

Fair
Value per

Allen Martin Fenton Peter Robert Howard
Grant date Unit Freedmar Lautman Talbott Grunebaum Hellman Carver
2/15/2012 $ 24.7: $ 7,02¢ $ 7,02¢ $ 6,91¢ $ 6,62( $ 1,39¢ $ 6,35:
3/14/2012 $ 24.9¢ $ 5,62¢ $ 5,62¢ $ 4,37¢ $ 3,12¢ $ 5,62¢ $ 5,62¢
5/8/2012 $ 24.92 $ 5,62t $ 5,62¢ $ 4,37¢ $ 3,12t $ 5,62¢ $ 5,62¢
5/15/2012 $ 25.4( $ 7,322 $ 7,322 $ 7,181 $ 6,85( $ 1,56( $ 6,63¢
8/15/2012 $ 23.1¢ $ 7,622 $ 7,622 $ 7,44¢ $ 7,081 $ 1,72¢ $ 6,92(
8/28/2012 $ 22.8¢ $ 5,62¢ $ 5,62¢ $ 4,37¢ $ 3,12¢ $ 5,62¢ $ 5,62¢
11/7/2012 $ 23.8¢ $ 5,62 $ 5,62¢ $ 4,37¢ $ 3,12t $ 5,62¢ $ 5,62¢
11/15/201z $ 21.82 $ 8,02 $ 8,027 $ 7,81¢ $ 7,40: $ 1,932 $ 7,301
Total $52,49¢  $52,49:  $46,86: $ 40,45°  $29,11¢  $49,70¢

Long

The fair value per unit is based on publically &dgbrice of our units on the date immediately pdetgthe date of grant.

-Term Incentive Plan

Our general partner has adopted the StoneMor Raitne. Long-Term Incentive Plan, as amended foeibployees, consultants and

directors, who perform services for us. The longatencentive plan permits the
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grant of awards covering an aggregate of 1,124¢00@mon units in the form of unit options, unit aggiation rights, restricted units and
phantom units. The plan is administered by the eamation committee of our general partner’s boé&uirectors. The plan will continue in
effect until the earliest of (i) the date deterndtiy the board of directors of our general part(igrthe date that common units are no longer
available for payment of awards under the plar{jidthe tenth anniversary of the plan.

Our general partner’s board of directors or compgos committee may, in their discretion, terminatespend or discontinue the long-
term incentive plan at any time with respect to anigs for which a grant has not yet been made.g@ueral partner’s board of directors also
has the right to alter or amend the long-term itigerplan or any part of the plan from time to timeeluding increasing the number of units
that may be delivered in accordance with awardgutite plan, subject to any approvals if requingdhe exchange upon which the common
units are listed at that time. No change in angtamiding grant may be made, however, that woulemadlly impair the rights of the participant
without the consent of the participant.

Restricted Units and Phantom Unii

A restricted unit is a common unit that is subjectorfeiture. Upon vesting, the grantee receivesmmon unit that is not subject to
forfeiture. A phantom unit is a notional unit tleattitles the grantee to receive a common unit upervesting of the phantom unit, or, in the
discretion of the compensation committee, cashvadgnt to the fair market value of a common unite Tompensation committee may make
grants of restricted units and phantom units utigdeplan to employees, consultants and directarsagdng such terms as the compensation
committee shall determine under the plan, includirgperiod over which restricted units and phantmiits granted will vest. The committee
may, in its discretion, base its determinationtmdrantee’s period of service or upon the achieverof specified financial objectives. In
addition, the restricted and phantom units willtugson a change of control of us, or our generethea, subject to additional or contrary
provisions in the award agreement.

If a grantee’s employment, consulting arrangemem@mbership on the board of directors terminatesifiy reason, the grantee’s
restricted units and phantom units will be autoogly forfeited unless, and to the extent, the cengation committee provides otherwise or
unless otherwise provided in an award agreememan@mn units to be delivered with respect to thesardsymay be common units acquirec
our general partner in the open market, commors @titjuired by our general partner directly fronouany other person or any combinatiol
the foregoing. Our general partner will be entitliedeimbursement by us for the cost incurred iquaing common units. If we issue new
common units with respect to these awards, thénotaber of common units outstanding will increase.

Distributions on restricted units may be subjedhi®s same vesting requirements as the restrictitsl imthe compensation committee’s
discretion. The compensation committee, in itsraigon, may also grant tandem distribution-equikatégghts with respect to phantom units.
These are rights that entitle the grantee to rece@sh equal to the cash distributions made ondimemon units. The compensation committee,
in its discretion, may also grant tandem unit disiion rights with respect to restricted units,igéhentitle the grantee to distributions we make
with respect to our restricted units.

We intend for the issuance of the common units umsting of the restricted units and phantom wnitder the plan to serve as a means
of incentive compensation for performance and miobarily as an opportunity to participate in theugyg appreciation of the common units.
Therefore, plan participants will not pay any caolesation for the common units they receive, anduillereceive no remuneration for the units.

Unit Options and Unit Appreciation Rights

The long-term incentive plan permits the grantgtians and unit appreciation rights (“UARS") covegicommon units. A UAR entitles
the grantee to a payment in cash or units, in ib&retion of the compensation committee, equahéoappreciation of the unit price between
grant date and the exercise date. The
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compensation committee may make grants under #retplemployees, consultants and directors conisuich terms, as the committee shall
determine, including the grant of tandem distribmtequivalent rights. It is our intention not tsug Unit Options and UARs with an exercise
price less than the fair market value of the unitshe date of the grant. In general, unit optiang UARs granted will become exercisable ove
a period determined by the compensation committeleia the compensation committee’s discretion, mprayide for accelerated vesting upon
the achievement of specified performance objectiveaddition, unless otherwise provided in an aagreement, the unit options and UARs
will become exercisable upon a change in contralsodr our general partner. Unless otherwise pealid an award agreement, unit options
and UARs may be exercised only by the participaming his lifetime or by the person to whom thetiggpant’s right will pass by will or the
laws of descent and distribution.

If a grantee’s employment, consulting arrangemem@mbership on the board of directors terminatesifiy reason, the grantee’s
unvested options and UARs will be automaticallyffé¢ded unless, and to the extent, the compensatiommittee provides otherwise or unless
otherwise provided in an award agreement. Uponciseepf a unit option or UAR, the general partnél acquire common units in the open
market or directly from us or any other personmmy eombination of the foregoing. The general parmié be entitled to reimbursement by us
for the difference between the cost incurred iy dcquiring these common units and proceeds d@ives from a grantee at the time of exer
Thus, the cost of the unit options and UARs abbeeproceeds from grantees will be borne by uselfsgsue new common units upon exercise
of the unit options, the total number of commonsioutstanding will increase, and our general gartvill pay us the proceeds it received fr
the grantee upon exercise of the unit option.

The plan has been designed to furnish additiomalpamsation to our employees, consultants and diteend to align their economic
interests with those of common unit holders. Awardsy be granted under the plan in substitutiorirofiar awards held by individuals who
become our employees, consultants or directorgesudt of an acquisition. These substitute awardg have exercise prices less than the fair
market value of a common unit on the date of stiigin.

Risk Assessment in Compensation Policies and Pramtis for Employees

The compensation committee reviewed the elementisiofompensation policies and practices for ajpleyees, including executive
officers, in order to evaluate whether risks thatyrarise from such compensation policies and festare reasonably likely to have a materia
adverse effect on our company. The compensatiomitte® concluded that the following features of compensation programs guard agains
excessive risk-taking:

* compensation programs provide a balanced mix aft-term and lon-term incentives in the form of cash and equity cengation
» base salaries are consistent with emplc’ duties and responsibilitie

» corporate performance goals are appropriatelyosatoid targets that, if not achieved, result large percentage loss of
compensation

« cash incentive awards are capped by the compensaiiomittee; an
e cash incentive awards are tied mostly to corpgratéormance goals, rather than individual perforoeagoals
The compensation committee believes that, formapleyees, including executive officers, our compgias programs do not lead to
excessive risk-taking and instead encourage behthab supports sustainable value creation. Wesbelthat risks that may arise from our

compensation policies and practices for our emmsymcluding executive officers, are not reasonéikély to have a material adverse effect
on our company.
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Compensation Committee Interlocks and Insider Partipation

None of the persons who served as members of tha@rdting, Compensation and Corporate Governancen@te® (Fenton R. Talbott,
Robert B. Hellman, Jr. or Martin R. Lautman) in 201as ever been an officer or other employee ofompany, or has any relationship
requiring disclosure under Item 404 of Regulatield 8ther than as described in “Item 13. Certainalehships and Related Transactions, anc
Director Independence.”

Additionally, there were no compensation commitiagerlocks” during 2012, which generally meanstthane of executive officers of
our general partner served as a director or meoflitie compensation committee of another entity, oihwhose executive officers served as ¢
director or member of the Nominating, Compensaéind Corporate Governance Committee of the boadirectors of our general partner.

ltem 12.  Security Ownership of Certain Beneficial Owners andvlanagement and Related Stockholder Matter:

The following table sets forth, the beneficial owstep of the common units of StoneMor as of MarcBU13 held by beneficial owners
of 5% or more of the units, if any, by directorglaramed executive officers of our general partnerkay all directors and executive officers of
our general partner as a group. Unless otherwiieadted, the address for each unitholder is c/o8#or Partners L.P., 311 Veterans Highv
Suite B, Levittown, PA 19056. Unless otherwise @adéd, the beneficial owner named in the tableented to have sole voting and sole
dispositive power of the units set forth oppositelsbeneficial owner's name.

Percentage
Common Units of Common Units

Beneficially Ownec Beneficially Ownec
Name of Beneficial Owner
Lawrence Miller (1) 184,05( *
William R. Shane (2 149,70( *
Timothy K. Yost 8,561 *
Michael Stacht 50,07: &
Robert Stach 68,00¢
Paul Waimber 8,31t *
Allen R. Freedman (< 42,43. *
Robert B. Hellman, J 7,52¢ @
Martin R. Lautman, Ph.L 124,83 *
Fenton R. Talbotl 35,76¢ @
Peter Grunebaui 3,55( *
Howard L. Carve 6,06( &
All directors and executive officers as a group g&Psons 660,38 3.2%

* Less than one perce

(1) Includes 64,167 common units held by LDLM Adates, LP, and 28,500 common units held by Osivestments, LP. Mr. Miller is the
grantor and trustee of the Miller Revocable Trustich is the general partner of LDLM Associates, M?. Miller is also a limited
partner of LDLM Associates, LP, holding 98% ofliteited partner interests. Mr. Miller and Mr. Shaare each 50% members of Osiris
Investments LLC, which is the general partner afi®fvestments LP. Mr. Miller therefore may beed®ed to beneficially own all of tt
units beneficially owned by LDLM Associates, LP addiris Investments, LP. Pursuant to an agreematateen Mr. Miller and Bank of
America, N.A., as lender (the “Lender”), Mr. Millptedged 151,200 common units as security for a lander made to Mr. Miller (the
“Pledge Agreement”). In the absence of a defalét,Rledge Agreement does not grant to the Lendgudiver to dispose or direct the
disposition of the pledged securitir
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(2) Includes 64,167 common units held by Ten TwentyahB® 28,500 common units held by Osiris Investméri®s Mr. Shane is the gene
partner of Ten Twenty LP. Mr. Miller and Mr. Shaawe each 50% members of Osiris Investments LLCchvis the general partner of
Osiris Investments LP. Mr. Shane therefore maydentked to beneficially own all of the units beneiligi owned by Ten Twenty LP and
Osiris Investments, LF

(3) Includes 21,798 common units held by Mr. Freadim spouse and over which Mr. Freedman may be e@éonhave beneficial
ownership.

Equity Compensation Plan Information
The following table details information regardingr@quity compensation plan as of December 31,2012

(©

Number of securities

(b) available for future
(a) Weighted average issuance under equity
Number of securities to be exercise price of compensation
issued upon outstanding options plans (excluding securitie
exercise of outstanding
Plan category options, warrants and rights warrants and rights reflected in column (a)
Equity compensation plans approve
by security holders (1 210,85 $ 16.3¢ 497,57:
Equity compensation plans not
approved by security holde n/e n/e n/e
Total 210,85 $ 16.3¢ 497,57

(1) Includes 143,213 in restricted phantom unii &n,644 UARs that would be issued upon exercisedapon the strike price of the UAR
and the fair value of our common units at Decen®ier2012. Column (a) does not include the antitidueffects of 80,500 UARSs that
have an exercise price greater than the fair vaflwair common units at December 31, 2C

Item 13.  Certain Relationships and Related Transactions, an®irector Independence
Independence of Directors

Even though most companies listed on the NYSEeeired to have a majority of independent direcsersing on the board of directors
of the listed company, the NYSE does not requiisted limited partnership like us to have a majodf independent directors on the board of
directors of its general partner. The board ofdoes has determined that Allen Freedman, HowardeeaMartin Lautman, Robert Hellman,
Fenton Talbott and Peter Grunebaum qualify as fieddent” directors in accordance with the applieabbjuirements of the NYSE and rules
promulgated under the Exchange Act.

Related Party Transactions Policy and Procedures

The board of directors of our general partner distadd the Conflicts Committee, which is authorizeaxercise all of the power and
authority of the board of directors in connectioithvinvestigating, reviewing and acting on matterferred or disclosed to it where a conflic
interest exists or arises and performing such dthagtions as the board may assign to the ConfGasimittee from time to time. Pursuant to
the Conflicts Committee Charter, the Conflicts Coittee is responsible for reviewing all matters itvitag a conflict of interest submitted to it
by the board of directors or as required by anytemiagreement involving a conflict of interestathich we are a party. In approving or
ratifying any transaction or proposed transactiba,Conflicts Committee determines whether thestaation complies with our policies on
conflicts of interests.
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Distributions and Payments to our General Partner ad its Affiliates

We were formed as a Delaware limited partnershipao and operate cemetery and funeral home pregeptieviously owned and

operated by Cornerstone. The following table sunmearthe distributions and payments to be madestip our general partner and its
affiliates in connection with our ongoing operatimd any liquidation. These distributions and paytsi@vere determined by and among
affiliated entities and, consequently, are notrégilt of arm’s-length negotiations.

Distributions of available cash to our general We will generally make cash distributions 98% te timitholders, including our general
partner and its affiliates partner, in respect of the common units that it @vamd 2% to our general partner. If

distributions exceed target distribution levels; ganeral partner will be entitled to
increasing percentages of the distributions, UpOis of the distributions above the highest
level.

Payments to our general partner and its affiliate®ur general partner and its affiliates do not reeginy management fee or other

compensation for the management of our businesafaids, but they are reimbursed for
all expenses that they incur on our behalf, inelgdieneral and administrative expenses
corporate overhead. As the sole purpose of thergkepartner is to act as our general
partner, substantially all of the expenses of amegal partner are incurred on our behalf
and reimbursed by us or our subsidiaries. Our gépartner determines the expenses that
are allocable to us in good fai

Withdrawal or removal of our general Partner If our general partner withdraws or is removedgiseral partner interest and its incentive

distribution rights will either be sold to the ngeneral partner for cash or converted into
common units, in each case for an amount equiletdatir market value of those intere:

Liquidation Upon our liquidation, the unitholders and our gahpartner will be entitled to receive

liquidating distributions according to their respree capital account balance

Ownership Interests in our General Partner

Our general partner owns our 2% general partnereat and our incentive distribution rights. Thiofeing table shows the owners of «

general partner:

(1)

Ownership of Outstanding Ownership of Outstanding

Class A Units of Stonemo Class B Units of Stonema
Name GP LLC GP LLC
CFSI LLC 10%(1) —
Lawrence Miller — 30%
William R. Shane — 30%
Michael Stacht — 20%
Robert Stach — 20%

In connection with the conversion of Cornerstamto CFSI LLC, all of the outstanding shares ofi@&rstone common stock were
converted into Class B units of CFSI LLC, and &ltree outstanding shares of Cornerstone prefemak svere converted into Class A
units of CFSI LLC (since redeemed). CFSI LLC is edgnirectly by Cornerstone Family Services LLC (86Bthe Class B units), the
MDC IV Liquidating Trusts (approximately 10.1% ¢fet Class B units), Messrs. Miller and Shane (e&sthom owns, along with fami
partnerships, approximately 1.2% of the Class Bsynand other individuals, including the followidgectors and executive officers of
our general partner, each of whom owns less thaoflie Class B units: M. Stache, R. Stache, WarmbEalbott, Lautman and
Freedman
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Cornerstone Family Services LLC is, in turwned directly by the MDC IV Liquidating Trusts (appgimately 89.8% membership
interest), institutional investors (approximatel3% aggregate membership interest) and other ithails, including the following
directors and executive officers of our generatrpar Messrs. Miller, Shane and Lautman. Each addvie Shane and Miller owns an
approximately 1.6% membership interest in Corneestéamily Services LLC through family partnershépsl Mr. Lautman owns less
than approximately a 1% membership interest in &mtone Family Services LLC. As a result of theinership interests in CFSI LLC
and Cornerstone Family Services LLC, each of tlegseutive officers and directors of our generatnarholds an indirect interest in the
Class A units of our general partner, which areediesd below

The membership interests in our general partneregmesented by two classes of units, the Classits and the Class B units. Each of
Messrs. Miller and Shane owns 24 Class B unit8086 of the 80 outstanding Class B units and eadfiesfsrs M. Stache and R. Stache owns
16 Class B units or 20% of the 80 outstanding Cllassits. The compensation committee of our gerngaether may issue up to 20 additional
Class B units to other executive officers of oungral partner without the consent of Mr. MillerMr. Shane. At such time that 100 or more
Class B units are issued and outstanding, Messlerind Shane must consent to any additionabisses of Class B units for so long as both
of them are executive officers of our general paraind holders of Class B units. If at that timéyame of Messrs. Miller and Shane is both an
executive officer of our general partner and a éotaf Class B units, then only that one must contesuch additional issuances. If at that t
neither of Messrs. Miller and Shane is both an ettee officer of our general partner and a holde€lass B units, then holders of a majorit
outstanding Class B units must consent to suchiadédl issuances. Additional issuances of ClassiBwvill dilute all outstanding Class B
units on a pro rata basis.

The Class B units in the aggregate are entitlésD#b of all quarterly cash distributions that we payur general partner with respect to
its general partner interest and 25% of all qubrigash distributions that we pay to our generatrga with respect to its incentive distribution
rights.

Messrs. Miller, Shane, M. Stache, R. Stache, Waimbealbott, Lautman and Freedman also indirectiy €lass A units of our general
partner as a result of their direct and indirechership of membership interests in Cornerstone lya®airvices LLC and CFSI LLC discussed
in footnote (1) to the table above. These persinesttly hold an aggregate of approximately 4.5%hef Class B units in CFSI LLC. In additic
Messrs. Miller, Shane and Lautman own an approxraggregate 3.9% membership interest in Cornergtangly Services LLC, which in
turn owns 85% of the Class B units in CFSI LLC, evhwill initially own all of the Class A units ofus general partner. As a result, these
persons collectively own, indirectly, an aggregztapproximately 7.8% of the Class A units of oengral partner. The Class A units of our
general partner are entitled to the remaining 5084rést on distributions that we pay to our gengaainer with respect to its general partner
interest and the remaining 75% of all distributitimat we pay to our general partner with respedstmcentive distribution rights.

The Class A and Class B units of our general paanesubject to certain transfer and purchasesigihd obligations upon the occurre
of certain events, such as:
« achange of control of CFSI LLC or our general pairt
» transfers by certain holders of Class A units afgeneral partner; ¢
» the death or disability of a holder of Class B st our general partne

Relationships and Related Transactions with CFSI LIC and Cornerstone Family Services LLC
Agreements Governing the Partnership

We, our general partner, our operating companyadinelr parties have entered into various documenitsagreements that effected the
initial public offering transactions, including tiesting of assets in, and the assumption of ltaslby, us and our subsidiaries, and the
application of the proceeds of the initial public
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offering. These agreements are not the resultrofsalength negotiations, and we cannot assure lyauthey, or any of the transactions that
they provide for, have been effected on termsagtlas favorable to the parties to these agreerasmsuld have been obtained from
unaffiliated third parties. All of the transactierpenses incurred in connection with these traimegtincluding the expenses associated with
transferring assets into our subsidiaries, have pe@ from the proceeds of the initial public oiffig.

Omnibus Agreement

On September 20, 2004 we entered into an omnilneeament with McCown De Leeuw, Cornerstone FamilywiSes LLC, CFSI LLC,
our general partner and StoneMor Operating LLC.

Under the omnibus agreement, as long as our gepanaler is an affiliate of McCown De Leeuw, McCofa Leeuw will agree, and
will cause its controlled affiliates to agree, mmengage, either directly or indirectly, in thesimess of owning and operating cemeteries and
funeral homes (including the sales of cemeteryfandral home products and services) in the UnitateS. On November 30, 2010, MDC IV
Liquidating Trusts became successors to McCown &suly, and McCown De Leeuw was subsequently teradndthe MDC IV Liquidating
Trusts assumed and agreed to be bound by and peafbof the obligations and duties of McCown Desler under the omnibus agreement.

CFSI LLC had agreed to indemnify us for all fedessite and local income tax liabilities attribuéato the operation of the assets
contributed by CFSI LLC to us prior to the 2004sitg of the public offering. CFSI LLC had also apteo indemnify us against additional
income tax liabilities, if any, that arise from tbensummation of the 2004 transactions relateditdarmation in excess of those believed to
result at the time of the 2004 closing of our aipublic offering. We had estimated that $600,006tate income taxes and no federal income
taxes would be due as a result of these formatarsactions. CFSI LLC had also agreed to indenusfggainst the increase in income tax
liabilities of our corporate subsidiaries resultingm any reduction or elimination of our net ogarg losses to the extent those net operating
losses are used to offset any income tax gainammire resulting from the prior operation of the &s8€ CFSI LLC contributed to us in 2004,
from our formation transactions in excess of suaim g@r income believed to result at the time of2084 closing of the initial public offering.
Until all of its indemnification obligations und#ére omnibus agreement had been satisfied in fHEIC.LC was subject to limitations on its
ability to dispose of or encumber its interestim general partner or the common units held bgxtépt upon a redemption of common units
by the partnership upon any exercise of the undemst over-allotment option) and would also behpbited from incurring any indebtedness
or other liability. An amendment to the omnibusesgnent dated January 24, 2011 was entered inth pgrées to the omnibus agreement (
after due consideration approved by our conflicisimittee, which retained independent counsel; gmergittee was chaired by
Mr. Carver). An accompanying certification by o@ngral partner established that as of the dateecAimmendment, CFSI LLC's
indemnification obligations under the omnibus agrert were discharged and CFSI LLC was no longejestito the limitations and
prohibition described above in this paragraph. Ehademnification obligations pertain to the taxapéar 2004 of CFSI LLC. To our
knowledge, there has been no inquiry from or irmdtan of proceedings by any taxing authority whicluld reasonably be expected to require
indemnification under the omnibus agreement. Weebelthe expiration has occurred of all applicatt&gutes of limitations (including any
extensions thereof) relating to the filing of @ktreturns which could reasonably be expecteddoire indemnification under the omnibus
agreement, except if there were certain omissibgsass income of more than 25% or fraud. Our galngartner has certified to its knowledge
there was no such omission or fraud. CFSI LLC $® alubject to certain limitations on its abilityttansfer its interest in our general partner or
the common units held by it if the effect of theposed transfer would trigger an “ownership changefer the Internal Revenue Code that
would limit our ability to use our federal net opgng loss carryovers. Please read ltem 7 “ManagémBiscussion and Analysis of Financial
Condition and Results of Operations—Ciritical Acctiog Policies and Estimates—Income Taxes.”

The omnibus agreement may not be further amendwbutithe prior approval of the conflicts committeeur general partner
determines that the proposed amendment will adiyeastect holders of our common units.
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Any further action, notice, consent, approval oiveapermitted or required to be taken or giverubyunder the indemnification provisions of
the omnibus agreement as amended must be takéveorly the conflicts committee of our general part

Relationship with MDC IV Liquidating Trusts

MDC IV Liquidating Trusts is the beneficial ownefrapproximately 87.2% of the Class B units of CEBC through its direct ownersh
of approximately 10.1% of the Class B units of CEBC and indirectly through its ownership of appiroately 90.8% of the membership
interests in Cornerstone Family Services LLC, whiems approximately 85% of the Class B units of CHSC.

Under the Limited Liability Company Agreement of &I-LLC, MDC |V Liquidating Trusts has the right tlesignate at least three
individuals, and such other greater number of iioidials, to serve on the board of managers of CE®l. lln addition, for so long as Mr. Miller
serves as an officer of CFSI LLC, he will also seas a manager of CFSI LLC, and for so long as3flane serves as an officer of CFSI LLC,
he will also serve as a manager of CFSI LLC. Rodhe conversion of Cornerstone into CFSI LLCtaekholders agreement among
Cornerstone and its stockholders required eaclkistdaer to vote all of its shares of Cornerstonelaxt and maintain a board of directors of
Cornerstone comprised of at least three, and silgr greater number, of individuals designatedigyMDC IV Liquidating Trusts.

The Limited Liability Company Agreement of CFSI LLg@ntains provisions that require CFSI LLC, throutghdirect control of our
general partner and its indirect control of us andsubsidiaries, to prevent us, our subsidian@saur general partner from taking certain
significant actions without the approval of CFSICLThese actions include:

» certain acquisitions, borrowings and capital exjtenels by us, our subsidiaries or our general jgar
e issuances of equity interests in us or our subs@iaanc
« certain dispositions of equity interests in, oreas®f, us, our general partner or our subsidia

Under the Second Amended and Restated Limited litiaBiompany Agreement of Cornerstone Family SexsitLC, MDC IV
Liquidating Trusts has the right to designate asiehree individuals, and such other greater numbi@dividuals, to serve on the board of
managers of Cornerstone Family Services LLC. Intanhd for so long as Mr. Miller serves as an offiof Cornerstone Family Services, LLC,
he will also serve as a manager of CornerstonelF&@ervices LLC, and for so long as Mr. Shane seagan officer of Cornerstone Family
Services LLC, he will also serve as a manager oh@stone Family Services, LLC.

Under the Second Amended and Restated Limited litiaRiompany Agreement of Cornerstone Family SessitLC and the Limited
Liability Company Agreement of CFSI LLC, each magagf Cornerstone Family Services LLC and each manaf CFSI LLC have agreed
cause Cornerstone Family Services LLC, CFSI LLC amglof their respective subsidiaries, as the o@sgbe, to designate at least three
individuals, and such other greater number of iiidials designated by MDC IV Liquidating Trusts e as members of the board of
managers of StoneMor Operating LLC; and to takér suations as may be necessary to cause the eleftamiditional persons designated by
MDC IV Liquidating Trusts as managers of StoneMaegating LLC and to amend the limited liability cpamy agreement of StoneMor
Operating LLC as necessary.
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Iltem 14.  Principal Accounting Fees and Service

The following table sets forth the aggregate fesd pr accrued for professional services rendeyelddioitte & Touche LLP for the auc
of our annual financial statements for fiscal ye#0$2 and 2011 and the aggregate fees paid orextéou audit-related services and all other
services rendered by Deloitte & Touche LLP fordisgears 2012 and 2011.

Year ended December 31

2012 2011
Audit fees $1,018,94! $1,678,37.
Audit-related fee: 143,68 76,51«
Tax fees 964,34 1,219,933
$2,126,97. $2,974,82!

The category of “Audit fees” includes fees for amnual audit, quarterly reviews and services reetlar connection with regulatory
filings with the SEC, such as the issuance of cohiédters and consents.

The category of “Audit-related fees” includes féasservices related to employee benefit plan auditernal control reviews and
accounting consultation.

The category of “Tax fees” includes fees for thaszdtation and preparation of federal state andlltx returns.

All above audit services, audit-related services tax services were pre-approved by the Audit Caibeni which concluded that the
provision of such services by Deloitte & Touche LivBs compatible with the maintenance of that firmependence in the conduct of its
auditing functions. The Audit Committee’s outsideldor independence policy provides for pre-applofall services performed by the
outside auditors.
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Part IV

Item 15.  Exhibits and Financial Statement Schedule
(a) Financial Statements and Financial Sched
(1) The following financial statements of StoneMor Rart L.P. are included in Part Il, Item
Report of Independent Registered Public Accourfing
Consolidated Balance Sheets as of December 31,&812011
Consolidated Statement of Operations for the yeaded December 31, 2012, 2011 and 2010
Consolidated Statement of Common Stockholdersithees’ Equity for the years ended December 31220011 and 2010
Consolidated Statement of Cash Flows for the yeaded December 31, 2012, 2011, and 2010
Notes to the Consolidated Financial Statements

(c) Exhibits

Exhibit

Number Description

3.1* Certificate of Limited Partnership of StoneMor Parts L.P. (incorporated by reference to the Regfistn Statement on Form
S-1 filed with the Securities and Exchange Commissioi\pril 9, 2004 (Exhibit 3.1),

3.2* Second Amended and Restated Agreement of Limitemh&tahip of StoneMor Partners L.P. dated as ofebeiper 9, 2008
(incorporated by reference to Exhibit 3.1 of Reagis’s Current Report on Forn-K filed on September 15, 200¢

4.1.1* Form of 7.66% Senior Secured Note Due 2009, dated 20, 2007 (incorporated by reference to ExHilditof Registrant’s
Current Report on Forrmr-K filed on August 21, 2007

4.1.2* Form of 9.34% Series B Senior Secured Note Due 20dt2d August 15, 2007 (incorporated by referéadexhibit 4.2 of
Registrar’s Current Report on Forn-K filed on August 21, 2007

4.1.3* Form of Senior Secured Series C Note, dated Dece®ih@007 (incorporated by reference to Exhitit @f Registrant’s
Current Report on Formr-K filed on December 28, 2007

4.2.1* Indenture, dated as of November 24, 2009, by arwhgr$toneMor Partners L.P., StoneMor Operating LCG;nerstone

Family Services of West Virginia Subsidiary, In@siris Holding of Maryland Subsidiary, Inc., theagantors named therein
and Wilmington Trust Company, as trustee (incoreatdy reference to Exhibit 4.1 of Registrant’s i@at Report on Form 8-
K filed on November 24, 2009

4.2.2* Form of 10.25% Senior Note due 2017 (incorporatedeference to Exhibit 4.2 of Registrant’s CurrBaport on Form 8-K
filed on November 24, 200¢
4.3* Registration Rights Agreement, dated as of NoverideP009, by and among StoneMor Partners L.PneBor Operating

LLC, Cornerstone Family Services of West VirginiabSidiary, Inc., Osiris Holding of Maryland Subsidi, Inc., the Initial
Guarantors party thereto and Banc of America SeesifiLLC (incorporated by reference to Exhibit f3Registrant’s Current
Report on Form-K filed on November 24, 2009

4.4* Form of Revolving Credit Note (incorporated by refece to Exhibit 4.1 of Registrant’s Current Remort-orm 8-K filed on
September 27, 201(
4.5* Form of Acquisition Note (incorporated by referetoé=xhibit 4.2 of Registrant’s Current Report aorid 8-K filed on

September 27, 201(
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Exhibit
Number

10.1.1°

10.1.2

10.1.3

10.1.4

10.1.5

10.1.¢°

10.1.7°

10.1.8°

10.1.9°

Description

Credit Agreement by and among StoneMor OperatinG,L&toneMor GP LLC, StoneMor Partners L.P., variadditional
borrowers, various lending institutions and Fleatibhal Bank, dated September 20, 2004 (Incorpdrayereference to Exhib
10.1 of Registrar's Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Second Amendment to Credit Agreement, dated Semeg®) 2006, by and among StoneMor GP LLC, StoneRéotners
L.P., StoneMor Operating LLC and its subsidiarietsferth on the signature page to the Second Amentito the Credit
Agreement, the Lenders party to the Second Amentitnghe Credit Agreement and Bank of America, Nas Administrativ:
Agent for the benefit of the Lenders, as Collaté&gént for the benefit of the Lenders and othenuseat Creditors, as Swinglil
Lender and as Letter of Credit Issuer (incorpordtgdeference to Exhibit 10.5 of Registrant’s CatrReport on Form 8-K
filed on October 4, 2006

Third Amendment to Credit Agreement, dated MayOQ 72 by and among StoneMor GP LLC, StoneMor Pasthe?.,
StoneMor Operating LLC and its subsidiaries sahfon the signature page to the Third AmendmetitecCredit Agreement,
the Lenders party to the Third Amendment to thed@wegreement and Bank of America, N.A., as Admiirsiive Agent for th
benefit of the Lenders, as Collateral Agent forbkeefit of the Lenders and other Secured CrediasSwingline Lender and
as Letter of Credit Issuer (incorporated by refeesto Exhibit 10.2 of Registrant’s Quarterly RepmmtForm 10-Q for its
quarterly period ended March 31, 20C

Fourth Amendment to Credit Agreement, dated Jun@@97, by and among StoneMor GP LLC, StoneMorrieastL.P.,
StoneMor Operating LLC and its subsidiaries sahfon the signature page to the Fourth Amendmetitaredit Agreement,
the Lenders party to the Fourth Amendment to thedlitiAgreement and Bank of America, N.A., as Adsiirgsitive Agent for
the benefit of the Lenders, as Collateral Agentlierbenefit of the Lenders and other Secured @nelias Swingline Lender
and as Letter of Credit Issuer (incorporated bgneice to Exhibit 10.2 of Registrant’s QuarterlypB# on Form 10-Q for its
quarterly period ended June 30, 20(

Fifth Amendment to Credit Agreement, dated JulyZ1Q7, by and among StoneMor GP LLC, StoneMor Rssth.P.,
StoneMor Operating LLC and its subsidiaries sethfon the signature page to the Fifth AmendmeihécCredit Agreement,
the Lenders party to the Fifth Amendment to thed@r&greement and Bank of America, N.A., as Admirsisve Agent for the
benefit of the Lenders, as Collateral Agent forltleaefit of the Lenders and other Secured CredigsrSwingline Lender and
as Letter of Credit Issuer (incorporated by refeesto Exhibit 10.3 of Registrant’s Quarterly RepmmtForm 10-Q for its
quarterly period ended June 30, 20(

Commitment Letter, dated March 15, 2007, by anevbeth StoneMor Operating LLC, all of its existinglefnoture direct and
indirect subsidiaries and Bank of America, N.A.nBaf America Securities LLC (incorporated by refere to Exhibit 10.1 of
Registrar’s Current Report on Forn-K filed on April 9, 2007)

Fee Letter, dated March 15, 2007, by and betweeneBtor Operating LLC and all of its existing anduie direct and indirect
subsidiaries and Bank of America, N.A., Banc of Aite Securities LLC (incorporated by reference xbiBit 10.2 of
Registrar’s Current Report on Forn-K filed on April 9, 2007)

Extension Letter, dated May 31, 2007, by and betm&eneMor Operating LLC, Bank of America, N.A. aBanc of America
Securities LLC (incorporated by reference to Exhilfi.7 of Registrant’s Quarterly Report on FormQ@er its quarterly perio
ended June 30, 200°

Extension Letter, dated June 21, 2007, by and letvwtoneMor Operating LLC, Bank of America, N.Ad&anc of America
Securities LLC (incorporated by reference to Exthiii.8 of Registrant’s Quarterly Report on FormQ@er its quarterly perio
ended June 30, 200}

176



Table of Contents

Exhibit
Number

10.1.10°

10.1.11

10.1.12

10.1.13

10.1.14

10.1.15

10.1.16°

10.1.17

10.1.18

10.1.19

10.1.20°

Description

Extension Letter, dated July 31, 2007, by and betw&toneMor Operating LLC, Bank of America, N.Ad@eanc of America
Securities LLC (incorporated by reference to Exhilei.9 of Registrant’s Quarterly Report on FormQ@er its quarterly perio
ended June 30, 200°

Intercreditor and Collateral Agency Agreement bg among StoneMor GP LLC, StoneMor Partners L.Rn&Wor Operating
LLC, various subsidiaries, various lenders and imaitters and Fleet National Bank, dated Septemhe2@® (incorporated by
reference to Exhibit 10.10 of Registr's Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Amended and Restated Credit Agreement, dated Adg2007, among StoneMor Operating LLC, as a Begrovarious
subsidiaries thereof, as additional Borrowers, 8tbor Partners L.P. and StoneMor GP LLC, as GuaranBank of America,
N.A., as Administrative Agent, Swing Line Lendeddr/C Issuer, and the other Lenders Party Heretd,Banc of Americi
Securities LLC, as Sole Lead Arranger and Sole Bdakager (incorporated by reference to Exhibit Iff.Registrant’s
Current Report on Formr-K filed on August 21, 2007

First Amendment to Amended and Restated Credit &gent, dated November 2, 2007, by and among Ston&#d_LC,
StoneMor Partners L.P., StoneMor Operating LLCiowe subsidiaries thereof, the lenders party tbhesmatl Bank of America,
N.A., as Administrative Agent, Collateral Agent, iBg Line Lender and L/C Issuer (incorporated brefice to Exhibi
10.1.11 of Registra’s Annual Report on Form -K for the year ended December 31, 20t

Joinder to Amended and Restated Credit AgreemehCaedit Documents, dated December 21, 2007 (ircatpd by
reference to Exhibit 10.1 of Registr’'s Current Report on Forn-K filed on December 28, 2007

Commitment Letter, effective as of February 25,208y and among Bank of America, N.A., Bank of AioarSecurities, LLC
and StoneMor Operating LLC (incorporated by refeseto Exhibit 10.1 of Registrant’s Current Reportorm 8-K filed
March 2, 2009)

Second Amendment to Amended and Restated Credéefgent, dated April 30, 2009, by and among Stone®it.LC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A.( incorporated by reference to Exhitiit1 of Registra’s Current Report on Forn-K filed on May 6, 2009)

Third Amendment to Amended and Restated Credit &ment, dated July 6, 2009, by and among StoneMdtlGR
StoneMor Partners L.P., StoneMor Operating LLCtaierSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A. (incorporated by reference to Exhitiit4 of Registrant’s Current Report on Form 8{&dion November 24,
2009).

Fourth Amendment to Amended and Restated Crediéérgent, dated November 24, 2009, by and among I8twr8P LLC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, thedlers and Bank of
America, N.A. (incorporated by reference to Exhitiit2 of Registrant’s Current Report on Form 8{&dion November 24,
2009).

Fifth Amendment to Amended and Restated Credit Agrent, dated January 15, 2010, by and among StanéMa.LC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A. (incorporated by reference to Exhitfit1 of Registrant’s Current Report on Form 84Kdion January 21,
2010).

Sixth Amendment to Amended and Restated Credit &ygent, dated May 4, 2010, by and among StoneMot IGR
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, theadlers and Bank of
America, N.A. (incorporated by reference to Exhitiit1 of Registra’s Current Report on Forn-K filed on May 7, 2010)
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Exhibit
Number

10.1.21

10.1.22

10.1.23

10.1.24

10.1.25

10.1.26°

10.1.27

10.2*

10.3*

10.4*

10.5.1*

Description

Seventh Amendment to Amended and Restated Credéefgent, dated September 22, 2010, by and among8tw GP LLC
StoneMor Partners L.P., StoneMor Operating LLCtaierSubsidiaries of StoneMor Operating LLC, thaders and Bank of
America, N.A. (incorporated by reference to Exhitfit1 of Registrant’s Current Report on Form 84Edion September 27,
2010).

Eighth Amendment to Amended and Restated Crediedment, dated January 28, 2011, by and among Stom@R LLC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A. (incorporated by reference to Exhitiit1 of Registrant’s Current Report on Form 8{Kdion February 3,
2011).

Second Amended and Restated Credit Agreement, da@d?9, 2011, among StoneMor Operating LLC, eatlts
Subsidiaries, StoneMor GP LLC, StoneMor PartneBs,lthe Lenders party thereto and Bank of Ameita.,, as
Administrative Agent, Swing Line Lender and L/Cuss (incorporated by reference to Exhibit 10.1 efjRtrant’s Current
Report on Form-K filed on May 5, 2011)

First Amendment to Second Amended and Restatedt@gbement, dated August 4, 2011, among Stone®fmerating LLC,
each of its Subsidiaries, StoneMor GP LLC, StoneWartners L.P., the Lenders party thereto and Bammerica, N.A., as
Administrative Agent, Swing Line Lender and L/Cuss (incorporated by reference to Exhibit 10.1 efjRtrant’s Quarterly
Report on Form 1-Q for its quarterly period ended September 30, 2(

Second Amendment to Second Amended and Restatdd 8geeement, dated October 28, 2011, among Stamédperating
LLC, each of its Subsidiaries, StoneMor GP LLC,r&tidlor Partners L.P., the Lenders party theretoBark of America,
N.A., as Administrative Agent, Swing Line Lendeddr/C Issuer (incorporated by reference to ExHilbitl of Registrars
Current Report on Formr-K filed on November 3, 2011

Third Amended and Restated Credit Agreement, d#edary 19, 2012, among StoneMor Operating LLCh eAds
Subsidiaries, StoneMor GP LLC, StoneMor PartnebBs,lthe Lenders party thereto and Bank of Ameita,, as
Administrative Agent, Swing Line Lender and L/Cuss (incorporated by reference to Exhibit 10.1 efjRtrant’s Current
Report on Form-K filed on January 24, 2012

First Amendment to Third Amended and Restated €reglieement, dated February 19, 2013, by and arseoigeMor
Operating LLC, each of its Subsidiaries, StoneM@rlG C, StoneMor Partners L.P., the Lenders partyeto and Bank of
America, N.A., as Administrative Agent, Swing Libhender and L/C Issuer (incorporated by referendextaibit 10.1 of
Registrar’'s Current Report on Forn-K filed on February 22, 2013

Confirmation and Amendment Agreement, dated JanL@r2012, among StoneMor Operating LLC, eachsoSiibsidiaries,
StoneMor GP LLC, StoneMor Partners L.P. and Bankmogrica, N.A., as Collateral Agent (incorporatgdréference to
Exhibit 10.2 of Registra’s Current Report on Forn-K filed on January 24, 2012

Amended and Restated Security Agreement, dated 2@r2011, among StoneMor GP LLC, StoneMor PagtheP.,
StoneMor Operating LLC, the Subsidiary Debtorselistherein and Bank of America, N.A. as Collatéwgént (incorporated k&
reference to Exhibit 10.2 of Registr’'s Current Report on Forn-K filed on May 5, 2011)

Amended and Restated Pledge Agreement, dated Zpr2011, among StoneMor GP LLC, StoneMor Parthd?s StoneMor
Operating LLC, the Subsidiary Pledgors listed threesnd Bank of America, N.A. as administrative aotlateral agent
(incorporated by reference to Exhibit 10.3 of Ragis’s Current Report on Forn-K filed on May 5, 2011)

Amended and Restated Note Purchase Agreement, aatfdAugust 15, 2007, by StoneMor GP LLC, StoneMartners L.P.,
StoneMor Operating LLC, and each of the Subsidissyers listed on the signature pages thereofrfpacated by reference to
Exhibit 10.2 of Registra’s Current Report on Forn-K filed on August 21, 2007
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Exhibit
Number

10.5.2*

10.5.3*

10.5.4*

10.5.5%

10.5.6*

10.5.7*

10.5.8*

10.5.9*

10.6*

10.7.1

10.7.2

10.7.31

Description

First Amendment to the Amended and Restated NatehBse Agreement, dated November 2, 2007, by awtguitoneMc
GP LLC, StoneMor Partners L.P., StoneMor OperaltihG, its Subsidiaries set forth on the signaturggsathereof, and the
Noteholders (incorporated by reference to Exhitit3lof Registrars Annual Report on Form 10-K for the year ended
December 31, 2007

Joinder to Amended and Restated Note Purchase Wgréeand Finance Documents, dated December 21, (R0ffporate:
by reference to Exhibit 10.2 of Registr's Current Report on Forn-K filed on December 28, 2007

Second Amendment to Amended and Restated Note &edgreement, dated April 30, 2009, by and amdogedlor GP
LLC, StoneMor Partners L.P., StoneMor Operating |.t€rtain Subsidiaries of StoneMor Partners L.l.tae Noteholders
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on May 6, 2009)

Third Amendment to Amended and Restated Note Paechgreement, dated July 1, 2009, by and amonge$tonGP
LLC, StoneMor Partners L.P., StoneMor Operating | c€rtain Subsidiaries of StoneMor Partners L.ld.tae Noteholders
(incorporated by reference to Exhibit 10.5 of R&gis’'s Current Report on Forn-K filed on November 24, 2009

Fourth Amendment to Amended and Restated Note BsecAgreement, dated November 24, 2009, by and g®tmmeMo
GP LLC, StoneMor Partners L.P., StoneMor Operalih@, certain Subsidiaries of StoneMor Partners lafd the
Noteholders (incorporated by reference to ExhiBiBlof Registrars Current Report on Form 8-K filed on November 24,
2009).

Fifth Amendment to Amended and Restated Note PsecAgreement, dated January 15, 2010, by and a®tmmgMor GP
LLC, StoneMor Partners L.P., StoneMor Operating | c€rtain Subsidiaries of StoneMor Partners L.ld.tae Noteholders
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on January 21, 201C

Sixth Amendment to Amended and Restated Note Psechgreement, dated May 4, 2010, by and among Blon&P
LLC, StoneMor Partners L.P., StoneMor Operating |.t€rtain Subsidiaries of StoneMor Partners L.l.tae Noteholders
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on May 7, 2010)

Seventh Amendment to Amended and Restated Notéhn&edAgreement, dated September 22, 2010, by aodgam
StoneMor GP LLC, StoneMor Partners L.P., StoneMper@ting LLC, certain Subsidiaries of StoneMor Rar$ L.P. and
the Noteholders (incorporated by reference to Ekhib.2 of Registrant's Current Report on Form 8i&d on September
27, 2010).

Purchase Agreement, dated November 18, 2009, bamotg StoneMor Partners L.P., StoneMor Operating, L
Cornerstone Family Services of West Virginia Suiasid Inc., Osiris Holding of Maryland Subsidiaiygc., the guarantors
named therein and Banc of America Securities LLdfing on behalf of itself and as the representdtivéhe purchasers
named therein (incorporated by reference to ExAibil of Registrant’s Current Report on Form 84Kdion November 24,
2009).

StoneMor Partners L.P. Long-Term Incentive Plargrasnded April 19, 2010 (incorporated by referencappendix A to
Registrar’s Definitive Proxy Statement filed on June 4, 20

Form of the Director Restricted Phantom Unit AgreatmUnder the StoneMor Partners L.P. Ldregm Incentive Plan, dat
November 8, 2006 (incorporated by reference to k0.1 of Registra’s Current Report on Form 8-K filed on November
15, 2006).

Form of the Key Employee Restricted Phantom Uniteg®gent Under the StoneMor Partners L.P. Long-Tliag@antive
Plan, dated November 8, 2006 (incorporated by eefas to Exhibit 10.2 of Registrant’s Current Reportf-orm 8K filed on
November 15, 2006
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Exhibit
Number

10.7.4*t

10.7.5*f

10.7.6*t

10.7.7*t

10.7.8*t

10.7.9*t

10.7.10*

10.8.1*t

10.8.2*t

10.9.1*f

10.9.2*t

10.9.3*t

10.10.1*

10.10.2*

10.11.1*

Description

Form of the Unit Appreciation Rights Agreement Unttee StoneMor Partners L.P. Long-Term IncentivenPtlated as of
November 27, 2006 (incorporated by reference talitxh0.1 of Registrars Current Report on Form 8-K filed on
December 1, 2006

Director Restricted Phantom Unit Agreement by aetivieen StoneMor GP LLC and Robert Hellman dateé 23 2009
(incorporated by reference to Exhibit 10.1 of R&gis’'s Current Report on Forn-K filed on June 23, 2009

Form of the Unit Appreciation Rights Agreement Untlee StoneMor Partners L.P. Long-Term IncentivenPtated as of
December 16, 2009 (incorporated by reference tolixt0.1 of Registrant’s Current Report on ForrK 8ted on Decembe
22, 2009).

Form of the Executive Restricted Phantom Unit Agrert Under the StoneMor Partners L.P. Long-Terrertige Plan,
dated as of December 16, 2009 (incorporated byaefe to Exhibit 10.2 of Registrant’s Current Reéor Form 8-K filed
on December 22, 200¢

Director Unit Appreciation Rights Agreement undee StoneMor Partners L.P. Long-Term Incentive Rilacorporated by
reference to Exhibit 10.2.8 of Registr's Annual Report on Form -K for the year ended December 31, 20t

Form of the Unit Appreciation Rights Agreement untdhe StoneMor Partners L.P. Long-Term IncentiveanPtated as of
April 2, 2012 (incorporated by reference to Exhifit2 of Registrant’s Quarterly Report on Form 1@0Qits quarterly
period ended June 30, 201

Executive Restricted Phantom Unit Agreement UnlderStoneMor Partners L.P. Long-Term Incentive Riiated as of
November 7, 2012 (incorporated by reference to k.1 of Registra’s Current Report on Form 8-K filed on November
13, 2012).

Employment Agreement by and between StoneMor GP ah@€Lawrence Miller, effective as of SeptemberZin4
(incorporated by reference to Exhibit 10.2 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 200

Addendum to Employment Agreement between StoneMOLEC and Lawrence Miller, effective as of Januarp008
(incorporated by reference to Exhibit 10.1 of R&gis’'s Current Report on Forn-K filed on November 19, 2007

Employment Agreement by and between StoneMor GP ah@€William R. Shane, effective as of Septembe2P04
(incorporated by reference to Exhibit 10.5 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 2004

Addendum to Employment Agreement between StoneMdLEC and William R. Shane, effective as of Janugrg008
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on November 19, 2007

Employment Agreement, effective April 1, 2012, mddetween StoneMor GP LLC and William Shane (ipocated by
reference to Exhibit 10.1 to the Regist’s Current Report on Forn-K filed on April 2, 2012)

Employment Agreement by and between StoneMor GP ah@€Michael L. Stache, effective as of Septembe2204
(incorporated by reference to Exhibit 10.7 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 2004

Addendum to Employment Agreement between StoneMdLBC and Michael L. Stache, effective as of Japndar2008
(incorporated by reference to Exhibit 10.3 of R&gis’'s Current Report on Forn-K filed on November 19, 2007

Employment Agreement by and between StoneMor GP ah@€Robert Stache, effective as of September@®4 2
(incorporated by reference to Exhibit 10.8 of Rergist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 200
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Exhibit
Number

10.11.2*

10.12.1*

10.13.1*

10.13.2*

10.14*

10.15*

10.16*

10.17*

10.18*

10.19*

Description

Addendum to Employment Agreement between StoneMdLEC and Robert Stache, effective as of Januagpag
(incorporated by reference to Exhibit 10.4 of Regis’'s Current Report on Forn-K filed on November 19, 2007

Employment Separation Agreement, executed on Feb2# 2013, by and between StoneMor GP LLC and R&aimberg
(incorporated by reference to Exhibit 10.1 to tlegRtran’s Current Report on Forn-K filed on March 1, 2013

Form of Indemnification Agreement by and betweesn8Mor GP LLC and Lawrence Miller, Robert B. Hellmdr., Fento
R. Talbott, Jeffery A. Zawadsky, Martin R. Lautmdimothy K. Yost, Allen R. Freedman, effective Sapber 20, 2004
(incorporated by reference to Exhibit 10.9 of Rergist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 200

Form of Indemnification Agreement by and betweesn8Mor GP LLC and Howard Carver and Peter Grunehatfective
February 16, 2007 (incorporated by reference taliixh0.9 of Registrant’s Quarterly Report on Fat6rQ for its quarterly
period ended September 30, 20(

Asset Purchase and Sale Agreement by and betweaaNsor Partners L.P. and SCI Funeral Services, &mclowa
corporation (“SCI”) and a wholly-owned subsidiafyService Corporation International, a Texas coagion, joined by
certain of SClI's direct and indirect subsidiaryiees, effective October 13, 2005 (incorporateddigrence to Exhibit 10.1
of Registrar’s Current Report on Forn-K filed on October 17, 2005

Asset Purchase and Sale Agreement, dated Sept@&02006, by and among StoneMor Operating LLC,gdiby its direct
and indirect subsidiary entities listed in Exhilito the Asset Purchase and Sale Agreement, andc@@ral Services, Inc.,
joined by its direct and indirect subsidiary eestiisted in Exhibit B to the Asset Purchase arld 8greement (incorporate
by reference to Exhibit 10.1 of Registr's Current Report on Forn-K filed on October 4, 2006

Asset Purchase and Sale Agreement, dated Sept@&b2006, by and among StoneMor Operating LLC,gdiby
StoneMor Michigan LLC and StoneMor Michigan SubaigiLLC, and SCI Funeral Services, Inc., SCI Miamd-uneral
Services, Inc. and Hawes, Inc. (incorporated bgregfce to Exhibit 10.2 of Registrant’s Current Répa Form 8K filed on
October 4, 2006

Asset Purchase and Sale Agreement, dated Sept@®&h2006, by and among StoneMor Operating LLC,gdiby
StoneMor Michigan LLC and StoneMor Michigan SubaigliLLC, and SCI Funeral Services, Inc., and SGthitjan
Funeral Services, Inc. and Hillcrest Memorial Compéncorporated by reference to Exhibit 10.3 ofjR&ant’s Current
Report on Form-K filed on October 4, 2006

Asset Purchase and Sale Agreement, dated Decemd@04, by and among StoneMor Operating LLC, joibgdks direct
and indirect subsidiary entities listed in Exhifito the Asset Purchase and Sale Agreement anceme@ry Management
Services of Ohio, L.L.C., and SCI Funeral Servites,, joined by its direct and indirect subsidiantities listed in Exhibit
to the Asset Purchase and Sale Agreement, as svbjl 8CI Ohio Funeral Services, Inc., and Aldervgo(dhio) Cemetery
Management, Inc. (incorporated by reference to k0.1 of Registrant’s Current Report on Form 8i&d on December
7,2007).

Transition Agreement, dated December 7, 2007, lyammong StoneMor Operating LLC, joined by thoséwflirect and
indirect subsidiary entities which are partieshie Purchase Agreement, as defined therein, andr@@ral Services, Inc.,
joined by those of its direct and indirect subgiglientities which are parties to the Purchase Agere (incorporated b
reference to Exhibit 10.2 of Registr's Current Report on Forn-K filed on December 7, 2007
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Exhibit
Number

10.20*

10.21*

10.22.1°

10.22.2

10.23*

10.24.1°

10.24.2°

Description

Asset Purchase and Sale Agreement, dated Marc030, by and among StoneMor Operating LLC, StoneMiehigan LLC,
StoneMor Michigan Subsidiary LLC, SCI Funeral Seed, LLC, SCI Michigan Funeral Services, Inc., ¢idist Memorial
Company, Christian Memorial Cultural Center, Il8unrise Memorial Gardens Cemetery, Inc. and Fliatidrial Park
Association (incorporated by reference to ExhiBitllof Registrars Current Report on Forn-K filed on March 30, 2010

Asset Purchase and Sale Agreement, dated Mar@030, by and among StoneMor Operating LLC, Plym&drehouse
Facilities LLC, SCI Funeral Services, LLC, SCI Migan Funeral Services, Inc., Hillcrest Memorial Gmany, Sunrise
Memorial Gardens Cemetery, Inc., Flint MemorialkPAssociation, StoneMor Michigan LLC and StoneMoicMgan
Subsidiary LLC (incorporated by reference to Exhilfl.2 of Registrant’s Current Report on Form 8i&df on March 30,
2010).

Amended and Restated Purchase Agreement by andgetoneMor Operating LLC, StoneMor Indiana LLC, & or
Indiana Subsidiary LLC, Ohio Cemetery Holdings,.Jfnsure Mortuaries of Indiana, LLC, Memory Gardéhanagement
Corporation, Forest Lawn Funeral Home Propertie€;,LGardens of Memory Cemetery LLC, Gill Funeralrig LLC,
Garden View Funeral Home, LLC, Royal Oak Memorialrens of Ohio Ltd., Heritage Hills Memory Garden©hio Ltd.,
Robert E. Nelms and Lynnette Gray, as receivegddApril 2, 2010 (incorporated by reference to Bihl0.1 of Registrant’s
Current Report on Form-K filed on May 5, 2010)

Amendment No. 1 to Amended and Restated PurchasseAgnt by and among StoneMor Operating LLC, Stardkbiana
LLC, StoneMor Indiana Subsidiary LLC, Ohio Cemetelgidings, Inc., Ansure Mortuaries of Indiana, LLI@emory Gardens
Management Corporation, Forest Lawn Funeral Hompétties, LLC, Gardens of Memory Cemetery LLC, Gilineral Home
LLC, Garden View Funeral Home, LLC, Royal Oak MerabGardens of Ohio Ltd., Heritage Hills Memory @ans of Ohio
Ltd., Robert E. Nelms, Robert Nelms, LLC and Lyned&bray, as receiver, dated June 21, 2010 (incatpdtby reference to
Exhibit 10.1 of Registra’s Current Report on Forn-K filed on June 25, 2010

Settlement Agreement by and among StoneMor Indid@a StoneMor Operating LLC, StoneMor Partners LEhapel Hill
Associates, Inc., Chapel Hill Funeral Home, In@yifigton Memorial Funeral Home, Inc., Covington M@mal Gardens, Inc.,
Forest Lawn Memorial Chapel Inc., Forest Lawn Meyrm@ardens Inc., Fred W. Meyer, Jr. by James R. Magepecial
Administrator to the Estate of Fred W. Meyer, James R. Meyer, Thomas E. Meyer, Nancy Cade, and.Reyer
Associates, LLC dated June 21, 2010 (incorporayeetference to Exhibit 10.2 of Registrant’s CurrBefport on Form 8-K
filed on June 25, 2010

Omnibus Agreement by and among McCown De Leeuw &IZpL.P., McCown De Leeuw & Co. IV AssociatesPL. MDC
Management Company IV, LLC, Delta Fund LLC, Cortaeme Family Services LLC, CFSI LLC, StoneMor Pargie.P.,
StoneMor GP LLC, StoneMor Operating LLC, dated aSeptember 20, 2004 (incorporated by referendextobit 10.4 of the
Registrar’'s Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Amendment No. 1 to Omnibus Agreement entered intaad effective as of, January 24, 2011 by andngndDC IV Trust
U/T/A November 30, 2010, MDC IV Associates TrusTIA November 30, 2010, Delta Trust U/T/A Novembér 3010
(successors respectively to McCown De Leeuw & @9LLP., a California limited partnership, McCowre Deeuw IV
Associates, L.P., a California limited partnersiidglta Fund LLC, a California limited liability copany, and MDC
Management Company IV, LLC, a California limitedHility company), Cornerstone Family Services LaMelaware limited
liability company, CFSI LLC, a Delaware limited lidity company, StoneMor Partners L.P., a Delawanited partnership,
StoneMor GP LLC, a Delaware limited liability commya for itself and on behalf of the Partnershijténcapacity as general
partner of the Partnership, and StoneMor Operatir@, a Delaware limited liability company (incored by reference to
Exhibit 10.1 to Registra’s Current Report on Forn-K filed on January 28, 2011
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Exhibit
Number

10.25*

211
23.1
311

31.2
32.1

32.2

99.1*

99.2*

99.3*

101

Description

Contribution, Conveyance and Assumption Agreemgrdrid among StoneMor Partners L.P., StoneMor GP,IAESI LLC,
StoneMor Operating LLC, dated as of September Q04 Zincorporated by reference to Exhibit 10.2hef Registrant’s
Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Subsidiaries of Registrar
Consent of Deloitte & Touche LLI

Certification pursuant to Exchange Act Rule 13aa)4f Lawrence Miller, Chief Executive Officer Pigsnt and Chairman of
the Board of Directors

Certification pursuant to Exchange Act Rule -14(a) of Timothy K. Yost, Chief Financial Office

Certification pursuant to Section 906 of the Sadsa@xley Act of 2002 (18 U.S.C. § 1350) and ExclaAgt Rule 13a-14(b)
of Lawrence Miller, Chief Executive Officer, Presitt and Chairman of the Board of Directors (furatsherewith)

Certification pursuant to Section 906 of the Sadsa@xley Act of 2002 (18 U.S.C. § 1350) and ExcleaAgt Rule 13a-14(b)
of Timothy K. Yost, Chief Financial Officer (furrigd herewith)

Amended and Restated Limited Liability Company Agmnent of StoneMor GP LLC, dated as of Septembe2Q@4}
(incorporated by reference to Exhibit 99.1 of Regis’'s Current Report on Forn-K filed on September 19, 200°

First Amendment to the Amended and Restated Liniiteldility Company Agreement of StoneMor GP LLCtethas of
September 14, 2007 (incorporated by reference hibi»09.2 of Registrant’s Current Report on ForiK @iled on September
19, 2007).

Second Amendment to the Amended and Restated ldrhigility Company Agreement of StoneMor GP LLGted as of
December 18, 2007 (incorporated by reference tolix@0.2 of Registrant’s Current Report on ForrK 8ied on December
28, 2007).

Attached as Exhibit 101 to this report are thediwlhg Interactive Data Files formatted in XBRL (eXsible Business
Reporting Language): (i) Consolidated Balance $hagiof December 31, 2011 and December 31, 20LCofmsolidated
Statements of Operations for the years ended Deme&ih 2011, 2010 and 2009; (iii) Consolidated eStent of Partners’
Capital; (iv) Consolidated Statement of Cash Fléavghe years ended December 31, 2011, 2010 an@t 20@ (v) Notes to the
Consolidated Financial Statements. Users of this aige advised pursuant to Rule 401 of Regulatidntisat the information
contained in the XBRL documents is unaudited aedédhare not the official publicly filed financiahtements of StoneMor
Partners L.P

Pursuant to Rule 406T of RegulationTSthe Interactive Data Files on Exhibit 101 herate deemed not filed or part of a registratiotestgn!
or prospectus for purposes of Sections 11 or BeBecurities Act of 1933, as amended, are de@wisfiled for purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, dretwise are not subject to liability under thosetisas.

* Incorporated by reference, as indicated
t  Management contract, compensatory plan or arrangenmé
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

STONEMOR PARTNERS L.F
By: StoneMor GP LLC, its General Partr

March 15, 2013 By: /s/ L AWRENCEM ILLER
Lawrence Miller
Chief Executive Officer, President and
Chairman of the Board

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

Signatures Title. Date
/s/ L AWRENCEM ILLER Chief Executive Officer, President March 15, 2013
Lawrence Miller and Chairman of the Board
(Principal Executive Officer)
s/ TivoTHY K.Y OST Chief Financial Officer and March 15, 2013
Timothy K. Yost Secretary

(Principal Financial Officer)

/s/  WILLIAM R. SHANE Director March 15, 2013
William R. Shane

/'s/  ALLEN R. FREEDMAN Director March 15, 2013

Allen R. Freedman

/s/ PETERK. G RUNEBAUM Director March 15, 2013

Peter K. Grunebaum

/s/ ROBERTB. HELLMAN , JR. Director March 15, 2013
Robert B. Hellman, Jr.

/sl MARTINR. LAuTMAN , PH.D. Director March 15, 2013
Martin R. Lautman, Ph.D.

/s/ FEeNTONR. TALBOTT Director March 15, 2013
Fenton R. Talbott

/s/ HowarDL. C ARVER Director March 15, 2013

Howard L. Carver
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Exhibit

Number
3.1*
3.2*
4.1.1°
4,1.2°

413

4217

4.2.2°

4.3*

4.4*

4.5*

10.1.7°

10.1.2°

Exhibit Index

Description

Certificate of Limited Partnership of StoneMor Pairts L.P. (incorporated by reference to the Regjistt Statement on Form
S-1 filed with the Securities and Exchange Commissioi\pril 9, 2004 (Exhibit 3.1),

Second Amended and Restated Agreement of Limiteth&ahip of StoneMor Partners L.P. dated as ofeé®eiper 9, 2008
(incorporated by reference to Exhibit 3.1 of Regis’s Current Report on Forn-K filed on September 15, 200¢

Form of 7.66% Senior Secured Note Due 2009, dated 20, 2007 (incorporated by reference to ExHilditof Registrant’s
Current Report on Formr-K filed on August 21, 2007

Form of 9.34% Series B Senior Secured Note Due 20dt2d August 15, 2007 (incorporated by referéadexhibit 4.2 of
Registrar’s Current Report on Forn-K filed on August 21, 2007

Form of Senior Secured Series C Note, dated Dece®ih@007 (incorporated by reference to Exhikit@f. Registrant’s
Current Report on Formr-K filed on December 28, 2007

Indenture, dated as of November 24, 2009, by armhgr$toneMor Partners L.P., StoneMor Operating LCG;nerstone
Family Services of West Virginia Subsidiary, In@siris Holding of Maryland Subsidiary, Inc., theagantors named therein
and Wilmington Trust Company, as trustee (incorteatdy reference to Exhibit 4.1 of Registrant’s 1I€at Report on Form 8-
K filed on November 24, 2009

Form of 10.25% Senior Note due 2017 (incorporatedeference to Exhibit 4.2 of Registrant’s CurrBafport on Form 8-K
filed on November 24, 200¢

Registration Rights Agreement, dated as of NoverideR009, by and among StoneMor Partners L.PneBtor Operating
LLC, Cornerstone Family Services of West VirginigbSidiary, Inc., Osiris Holding of Maryland Subsidj, Inc., the Initial
Guarantors party thereto and Banc of America SeesifiLLC (incorporated by reference to Exhibit f3Registrant’s Current
Report on Form-K filed on November 24, 2009

Form of Revolving Credit Note (incorporated by refece to Exhibit 4.1 of Registrant’'s Current Report~orm 8-K filed on
September 27, 201(

Form of Acquisition Note (incorporated by referetod=xhibit 4.2 of Registrant’s Current Report aorid 8-K filed on
September 27, 201(

Credit Agreement by and among StoneMor OperatinG,L&toneMor GP LLC, StoneMor Partners L.P., variadditional
borrowers, various lending institutions and Fleatibhal Bank, dated September 20, 2004 (Incorpdrayereference to Exhib
10.1 of Registrars Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Second Amendment to Credit Agreement, dated Semte#) 2006, by and among StoneMor GP LLC, StoneRéotners
L.P., StoneMor Operating LLC and its subsidiariesferth on the signature page to the Second Amentlto the Credit
Agreement, the Lenders party to the Second Amentitoeghe Credit Agreement and Bank of America, Nas Administrativ
Agent for the benefit of the Lenders, as Collaté&gént for the benefit of the Lenders and otherused Creditors, as Swinglil
Lender and as Letter of Credit Issuer (incorporatgdeference to Exhibit 10.5 of Registrant’s CatrReport on Form 8-K
filed on October 4, 2006
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Exhibit
Number

10.1.3*

10.1.4*

10.1.5*

10.1.6*

10.1.7*

10.1.8*

10.1.9*

10.1.10°

10.1.11

Description

Third Amendment to Credit Agreement, dated May0Q72 by and among StoneMor GP LLC, StoneMor Pasthe?.,
StoneMor Operating LLC and its subsidiaries sehfon the signature page to the Third AmendmeittecCredit Agreement,
the Lenders party to the Third Amendment to thed@wegreement and Bank of America, N.A., as Admiirzisve Agent for the
benefit of the Lenders, as Collateral Agent fortieaefit of the Lenders and other Secured CreditsrSwingline Lender and
as Letter of Credit Issuer (incorporated by refeesto Exhibit 10.2 of Registrant’s Quarterly RepmmtForm 10-Q for its
quarterly period ended March 31, 20C

Fourth Amendment to Credit Agreement, dated Jun@97, by and among StoneMor GP LLC, StoneMorrieastL.P.,
StoneMor Operating LLC and its subsidiaries sehfon the signature page to the Fourth AmendmethtetCredit Agreement,
the Lenders party to the Fourth Amendment to thed{€iAgreement and Bank of America, N.A., as Adsiirgitive Agent for
the benefit of the Lenders, as Collateral Agentlierbenefit of the Lenders and other Secured @meglias Swingline Lender
and as Letter of Credit Issuer (incorporated bgnegice to Exhibit 10.2 of Registrant’s Quarterlyp&# on Form 10-Q for its
quarterly period ended June 30, 20(

Fifth Amendment to Credit Agreement, dated JulyZ1Q7, by and among StoneMor GP LLC, StoneMor [Rasth.P.,
StoneMor Operating LLC and its subsidiaries sethfon the signature page to the Fifth AmendmetieocCredit Agreement,
the Lenders party to the Fifth Amendment to thed@régreement and Bank of America, N.A., as Admirsitve Agent for the
benefit of the Lenders, as Collateral Agent fortieaefit of the Lenders and other Secured CreditsrSwingline Lender and
as Letter of Credit Issuer (incorporated by refeesto Exhibit 10.3 of Registrant’s Quarterly RepmmtForm 10-Q for its
quarterly period ended June 30, 20(

Commitment Letter, dated March 15, 2007, by aneveeh StoneMor Operating LLC, all of its existingldnture direct and
indirect subsidiaries and Bank of America, N.A.nBaf America Securities LLC (incorporated by refeze to Exhibit 10.1 of
Registrar’'s Current Report on Forn-K filed on April 9, 2007)

Fee Letter, dated March 15, 2007, by and betweeneStor Operating LLC and all of its existing anduie direct and indirect
subsidiaries and Bank of America, N.A., Banc of Aite Securities LLC (incorporated by reference xtikit 10.2 of
Registrar’'s Current Report on Forn-K filed on April 9, 2007)

Extension Letter, dated May 31, 2007, by and betm&eneMor Operating LLC, Bank of America, N.A. aBanc of America
Securities LLC (incorporated by reference to Exhilei.7 of Registrant’s Quarterly Report on FormQ@er its quarterly perio
ended June 30, 200°

Extension Letter, dated June 21, 2007, by and etwoneMor Operating LLC, Bank of America, N.AddBanc of America
Securities LLC (incorporated by reference to Exhilei.8 of Registrant’s Quarterly Report on FormQ®er its quarterly perio
ended June 30, 200°

Extension Letter, dated July 31, 2007, by and betwgtoneMor Operating LLC, Bank of America, N.Ada@anc of America
Securities LLC (incorporated by reference to Exhilei.9 of Registrant’s Quarterly Report on FormQ®er its quarterly perio
ended June 30, 200"

Intercreditor and Collateral Agency Agreement by among StoneMor GP LLC, StoneMor Partners L.Rn&¥or Operating
LLC, various subsidiaries, various lenders and imgitters and Fleet National Bank, dated Septembe2@™ (incorporated by
reference to Exhibit 10.10 of Registr's Quarterly Report on Form -Q for its quarterly period ended September 30, 2(
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Exhibit
Number

10.1.12

10.1.13

10.1.14

10.1.15

10.1.16°

10.1.17

10.1.18

10.1.19

10.1.20°

10.1.21

10.1.22

Description

Amended and Restated Credit Agreement, dated Addgi2007, among StoneMor Operating LLC, as a Begrovarious
subsidiaries thereof, as additional Borrowers, 8tbor Partners L.P. and StoneMor GP LLC, as GuaranBank of America,
N.A., as Administrative Agent, Swing Line Lendeddr/C Issuer, and the other Lenders Party Heretd,Banc of Americi
Securities LLC, as Sole Lead Arranger and Sole Bdakager (incorporated by reference to Exhibit Idf.Registrant’s
Current Report on Formr-K filed on August 21, 2007

First Amendment to Amended and Restated Credit &gent, dated November 2, 2007, by and among Ston€Rd_LC,
StoneMor Partners L.P., StoneMor Operating LLCiowe subsidiaries thereof, the lenders party tbhesmatl Bank of America,
N.A., as Administrative Agent, Collateral Agent, iBw Line Lender and L/C Issuer (incorporated byrehce to Exhibi
10.1.11 of Registra’s Annual Report on Form -K for the year ended December 31, 20t

Joinder to Amended and Restated Credit AgreemehCaadit Documents, dated December 21, 2007 (irmcatpd by
reference to Exhibit 10.1 of Registr’'s Current Report on Forn-K filed on December 28, 2007

Commitment Letter, effective as of February 25,208y and among Bank of America, N.A., Bank of AioarSecurities, LLC
and StoneMor Operating LLC (incorporated by refeeeto Exhibit 10.1 of Registrant’s Current ReportFrm 8-K filed
March 2, 2009)

Second Amendment to Amended and Restated Credéefgent, dated April 30, 2009, by and among Stone®®L.LC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, theadlers and Bank of
America, N.A.( incorporated by reference to Exhitfit1 of Registra’s Current Report on Forn-K filed on May 6, 2009)

Third Amendment to Amended and Restated Credit ément, dated July 6, 2009, by and among StoneMdrIGR
StoneMor Partners L.P., StoneMor Operating LLCtaierSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A. (incorporated by reference to Exhitiit4 of Registrant’s Current Report on Form 8{&dion November 24,
20009).

Fourth Amendment to Amended and Restated Crediééxgent, dated November 24, 2009, by and among I8tmm@P LLC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, thedlers and Bank of
America, N.A. (incorporated by reference to Exhitiit2 of Registrant’s Current Report on Form 8{&dion November 24,
2009).

Fifth Amendment to Amended and Restated Credit &guent, dated January 15, 2010, by and among Stan@Ma.LC,
StoneMor Partners L.P., StoneMor Operating LLCtaierSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A. (incorporated by reference to Exhifit1 of Registrant’s Current Report on Form 84Kdion January 21,
2010).

Sixth Amendment to Amended and Restated Credit égent, dated May 4, 2010, by and among StoneMok &R
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, thedlers and Bank of
America, N.A. (incorporated by reference to Exhitiit1 of Registra’s Current Report on Forn-K filed on May 7, 2010)

Seventh Amendment to Amended and Restated Credéefgent, dated September 22, 2010, by and among8tw GP LLC
StoneMor Partners L.P., StoneMor Operating LLCtaierSubsidiaries of StoneMor Operating LLC, thadlers and Bank of
America, N.A. (incorporated by reference to Exhitfit1 of Registrant’s Current Report on Form 84Edion September 27,
2010).

Eighth Amendment to Amended and Restated Crediedment, dated January 28, 2011, by and among Stom@R LLC,
StoneMor Partners L.P., StoneMor Operating LLCtaterSubsidiaries of StoneMor Operating LLC, theadlers and Bank of
America, N.A. (incorporated by reference to Exhitiit1 of Registrant’s Current Report on Form 8{Kdion February 3,
2011).
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Exhibit
Number

10.1.23

10.1.24

10.1.25

10.1.26°

10.1.27

10.2*

10.3*

10.4*

10.5.1*

10.5.2*

Description

Second Amended and Restated Credit Agreement, da@d?9, 2011, among StoneMor Operating LLC, eatlts
Subsidiaries, StoneMor GP LLC, StoneMor PartneBs,lthe Lenders party thereto and Bank of Ameita.,, as
Administrative Agent, Swing Line Lender and L/Cuss (incorporated by reference to Exhibit 10.1 efRtrant’s Current
Report on Form-K filed on May 5, 2011)

First Amendment to Second Amended and Restatedt@gbement, dated August 4, 2011, among Stone®fmerating LLC,
each of its Subsidiaries, StoneMor GP LLC, StoneWartners L.P., the Lenders party thereto and Bammerica, N.A., as
Administrative Agent, Swing Line Lender and L/Cuss (incorporated by reference to Exhibit 10.1 efjRtrant’s Quarterly
Report on Form 1-Q for its quarterly period ended September 30, 2(

Second Amendment to Second Amended and Restatdd 8geeement, dated October 28, 2011, among Stanédperating
LLC, each of its Subsidiaries, StoneMor GP LLC,r&tidlor Partners L.P., the Lenders party theretoBark of America,
N.A., as Administrative Agent, Swing Line Lendeddr/C Issuer (incorporated by reference to ExHilbitl of Registrars
Current Report on Formr-K filed on November 3, 2011

Third Amended and Restated Credit Agreement, d#edary 19, 2012, among StoneMor Operating LLCh eAds
Subsidiaries, StoneMor GP LLC, StoneMor Partnebs,lthe Lenders party thereto and Bank of Ameita,, as
Administrative Agent, Swing Line Lender and L/Cuss (incorporated by reference to Exhibit 10.1 efjRtrant’s Current
Report on Form-K filed on January 24, 2012

First Amendment to Third Amended and Restated €reglieement, dated February 19, 2013, by and arsooigeMor
Operating LLC, each of its Subsidiaries, StoneM@r1G C, StoneMor Partners L.P., the Lenders partyeto and Bank of
America, N.A., as Administrative Agent, Swing Libhender and L/C Issuer (incorporated by referendextaibit 10.1 of
Registrar’'s Current Report on Forn-K filed on February 22, 2013

Confirmation and Amendment Agreement, dated JanL@2012, among StoneMor Operating LLC, eachsoSiibsidiaries,
StoneMor GP LLC, StoneMor Partners L.P. and Bankrogrica, N.A., as Collateral Agent (incorporatgdréference to
Exhibit 10.2 of Registra’s Current Report on Forn-K filed on January 24, 2012

Amended and Restated Security Agreement, dated 2@r2011, among StoneMor GP LLC, StoneMor PastheP.,
StoneMor Operating LLC, the Subsidiary Debtorselistherein and Bank of America, N.A. as Collatéwgént (incorporated k&
reference to Exhibit 10.2 of Registr’'s Current Report on Forn-K filed on May 5, 2011)

Amended and Restated Pledge Agreement, dated Zpr2011, among StoneMor GP LLC, StoneMor Parthd?s StoneMor
Operating LLC, the Subsidiary Pledgors listed threasnd Bank of America, N.A. as administrative aotlateral agent
(incorporated by reference to Exhibit 10.3 of Rrgis’s Current Report on Forn-K filed on May 5, 2011)

Amended and Restated Note Purchase Agreement, aatfdAugust 15, 2007, by StoneMor GP LLC, StoneMartners L.P.,
StoneMor Operating LLC, and each of the Subsidissyers listed on the signature pages thereofrfpacated by reference to
Exhibit 10.2 of Registra’s Current Report on Forn-K filed on August 21, 2007

First Amendment to the Amended and Restated NatehBse Agreement, dated November 2, 2007, by aothgudtoneMor
GP LLC, StoneMor Partners L.P., StoneMor OperaltihG, its Subsidiaries set forth on the signaturggsthereof, and the
Noteholders (incorporated by reference to Exhitiit3lof Registrars Annual Report on Form 10-K for the year ended
December 31, 2007
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Number

10.5.3*

10.5.4*

10.5.5*

10.5.6*

10.5.7*

10.5.8*

10.5.9*

10.6*

10.7.14

10.7.21

10.7.3

10.7.4+

Description

Joinder to Amended and Restated Note Purchase igrgeand Finance Documents, dated December 21, (26fbfporate:
by reference to Exhibit 10.2 of Registr's Current Report on Forn-K filed on December 28, 2007

Second Amendment to Amended and Restated Note &&edkgreement, dated April 30, 2009, by and amaoge®ior GP
LLC, StoneMor Partners L.P., StoneMor Operating |.t€rtain Subsidiaries of StoneMor Partners L.l.tae Noteholders
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on May 6, 2009)

Third Amendment to Amended and Restated Note PeecAgreement, dated July 1, 2009, by and amongestonGP
LLC, StoneMor Partners L.P., StoneMor Operating |.t€rtain Subsidiaries of StoneMor Partners L.l.tae Noteholders
(incorporated by reference to Exhibit 10.5 of Regis’'s Current Report on Forn-K filed on November 24, 2009

Fourth Amendment to Amended and Restated Note BsecAgreement, dated November 24, 2009, by and g®mmeMo
GP LLC, StoneMor Partners L.P., StoneMor Operaltinh@, certain Subsidiaries of StoneMor Partners lafd the
Noteholders (incorporated by reference to ExhibiBlof Registrars Current Report on Form 8-K filed on November 24,
2009).

Fifth Amendment to Amended and Restated Note PsecAgreement, dated January 15, 2010, by and aStmmgMor GP
LLC, StoneMor Partners L.P., StoneMor Operating |.t€rtain Subsidiaries of StoneMor Partners L.l.tae Noteholders
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on January 21, 201C

Sixth Amendment to Amended and Restated Note PsechAgreement, dated May 4, 2010, by and among Bton&P
LLC, StoneMor Partners L.P., StoneMor Operating | c€rtain Subsidiaries of StoneMor Partners L.ld.tae Noteholders
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on May 7, 2010)

Seventh Amendment to Amended and Restated Notéh&edAgreement, dated September 22, 2010, by aodgam
StoneMor GP LLC, StoneMor Partners L.P., StoneMper@ting LLC, certain Subsidiaries of StoneMor Rars$ L.P. and
the Noteholders (incorporated by reference to Ekhib.2 of Registrant’'s Current Report on Form &#&d on September
27, 2010).

Purchase Agreement, dated November 18, 2009, bamotg StoneMor Partners L.P., StoneMor Operating, L
Cornerstone Family Services of West Virginia Suiasid Inc., Osiris Holding of Maryland Subsidiaipg., the guarantors
named therein and Banc of America Securities LLdfing on behalf of itself and as the representétvehe purchasers
named therein (incorporated by reference to ExAibil of Registrant's Current Report on Form 84kdion November 24,
2009).

StoneMor Partners L.P. Long-Term Incentive Plargrasnded April 19, 2010 (incorporated by referanc&ppendix A to
Registrar’s Definitive Proxy Statement filed on June 4, 20

Form of the Director Restricted Phantom Unit AgreetlJnder the StoneMor Partners L.P. Ldregm Incentive Plan, dat
November 8, 2006 (incorporated by reference to k0.1 of Registra’s Current Report on Form 8-K filed on November
15, 2006).

Form of the Key Employee Restricted Phantom Unite®ment Under the StoneMor Partners L.P. Long-Tlaoantive
Plan, dated November 8, 2006 (incorporated by eefer to Exhibit 10.2 of Registrant’s Current Reportf~orm 8K filed on
November 15, 2006

Form of the Unit Appreciation Rights Agreement Unttee StoneMor Partners L.P. Long-Term IncentivenPtlated as of
November 27, 2006 (incorporated by reference talkixh0.1 of Registrars Current Report on Form 8-K filed on
December 1, 2006
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Exhibit
Number

10.7.5*t

10.7.6*t

10.7.7*f

10.7.8*t

10.7.9*t

10.7.10*

10.8.1*t

10.8.2*t

10.9.1*t

10.9.2*t

10.9.3*t

10.10.1*

10.10.2*

10.11.1*

Description

Director Restricted Phantom Unit Agreement by aetiveen StoneMor GP LLC and Robert Hellman dateé 23) 2009
(incorporated by reference to Exhibit 10.1 of R&gis’'s Current Report on Forn-K filed on June 23, 2009

Form of the Unit Appreciation Rights Agreement Unttee StoneMor Partners L.P. Long-Term IncentivenPtlated as of
December 16, 2009 (incorporated by reference tolixt0.1 of Registrant’s Current Report on ForrK 8ted on Decembe
22, 2009).

Form of the Executive Restricted Phantom Unit Agreet Under the StoneMor Partners L.P. Long-Terrgritige Plan,
dated as of December 16, 2009 (incorporated byarée to Exhibit 10.2 of Registrant’s Current Reor Form 8-K filed
on December 22, 200¢

Director Unit Appreciation Rights Agreement undee StoneMor Partners L.P. Long-Term Incentive Rilacorporated by
reference to Exhibit 10.2.8 of Registr's Annual Report on Form -K for the year ended December 31, 20!

Form of the Unit Appreciation Rights Agreement untiee StoneMor Partners L.P. Long-Term IncentivenPtated as of
April 2, 2012 (incorporated by reference to Exhitfit2 of Registrant’s Quarterly Report on Form 1@6its quarterly
period ended June 30, 201

Executive Restricted Phantom Unit Agreement UnkderStoneMor Partners L.P. Long-Term Incentive Riated as of
November 7, 2012 (incorporated by reference to k.1 of Registra’s Current Report on Form 8-K filed on November
13, 2012).

Employment Agreement by and between StoneMor GP ah@€Lawrence Miller, effective as of SeptemberZin4
(incorporated by reference to Exhibit 10.2 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 2004

Addendum to Employment Agreement between StoneMdLEC and Lawrence Miller, effective as of Januarp008
(incorporated by reference to Exhibit 10.1 of Regis’'s Current Report on Forn-K filed on November 19, 2007

Employment Agreement by and between StoneMor GP ah@€William R. Shane, effective as of Septembe2R04
(incorporated by reference to Exhibit 10.5 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 2004

Addendum to Employment Agreement between StoneMdLEC and William R. Shane, effective as of Janugrg008
(incorporated by reference to Exhibit 10.2 of Regis’'s Current Report on Forn-K filed on November 19, 2007

Employment Agreement, effective April 1, 2012, mddetween StoneMor GP LLC and William Shane (ipoocated by
reference to Exhibit 10.1 to the Regist’s Current Report on Forn-K filed on April 2, 2012)

Employment Agreement by and between StoneMor GP ah@€Michael L. Stache, effective as of Septembe2204
(incorporated by reference to Exhibit 10.7 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 200

Addendum to Employment Agreement between StoneMRLEC and Michael L. Stache, effective as of Japdar2008
(incorporated by reference to Exhibit 10.3 of Regis’'s Current Report on Forn-K filed on November 19, 2007

Employment Agreement by and between StoneMor GP ah@€Robert Stache, effective as of SeptemberG®4 2
(incorporated by reference to Exhibit 10.8 of Regist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 2004
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Number

10.11.2*

10.12.1*

10.13.1*

10.13.2*

10.14*

10.15*

10.16*

10.17*

10.18*

10.19*

Description

Addendum to Employment Agreement between StoneMdLEC and Robert Stache, effective as of Januagpag
(incorporated by reference to Exhibit 10.4 of Regis’'s Current Report on Forn-K filed on November 19, 2007

Employment Separation Agreement, executed on Feb2# 2013, by and between StoneMor GP LLC and R&aimberg
(incorporated by reference to Exhibit 10.1 to tlegRtran’s Current Report on Forn-K filed on March 1, 2013

Form of Indemnification Agreement by and betweesn8Mor GP LLC and Lawrence Miller, Robert B. Hellmdr., Fento
R. Talbott, Jeffery A. Zawadsky, Martin R. Lautmdimothy K. Yost, Allen R. Freedman, effective Sapber 20, 2004
(incorporated by reference to Exhibit 10.9 of Rergist's Quarterly Report on Form 10-Q for its gedst period ended
September 30, 200

Form of Indemnification Agreement by and betweesn8Mor GP LLC and Howard Carver and Peter Grunehatfective
February 16, 2007 (incorporated by reference taliixh0.9 of Registrant’s Quarterly Report on Fat6rQ for its quarterly
period ended September 30, 20(

Asset Purchase and Sale Agreement by and betweaaNsor Partners L.P. and SCI Funeral Services, &mclowa
corporation (“SCI”) and a wholly-owned subsidiafyService Corporation International, a Texas coagion, joined by
certain of SClI's direct and indirect subsidiaryiees, effective October 13, 2005 (incorporateddigrence to Exhibit 10.1
of Registrar’s Current Report on Forn-K filed on October 17, 2005

Asset Purchase and Sale Agreement, dated Sept@&02006, by and among StoneMor Operating LLC,gdiby its direct
and indirect subsidiary entities listed in Exhilito the Asset Purchase and Sale Agreement, andc@@ral Services, Inc.,
joined by its direct and indirect subsidiary eestiisted in Exhibit B to the Asset Purchase arld 8greement (incorporate
by reference to Exhibit 10.1 of Registr's Current Report on Forn-K filed on October 4, 2006

Asset Purchase and Sale Agreement, dated Sept@&b2006, by and among StoneMor Operating LLC,gdiby
StoneMor Michigan LLC and StoneMor Michigan SubaigiLLC, and SCI Funeral Services, Inc., SCI Miamd-uneral
Services, Inc. and Hawes, Inc. (incorporated bgregfce to Exhibit 10.2 of Registrant’s Current Répa Form 8K filed on
October 4, 2006

Asset Purchase and Sale Agreement, dated Sept@®&h2006, by and among StoneMor Operating LLC,gdiby
StoneMor Michigan LLC and StoneMor Michigan SubaigliLLC, and SCI Funeral Services, Inc., and SGthitjan
Funeral Services, Inc. and Hillcrest Memorial Compéncorporated by reference to Exhibit 10.3 ofjR&ant’s Current
Report on Form-K filed on October 4, 2006

Asset Purchase and Sale Agreement, dated Decemd@04, by and among StoneMor Operating LLC, joibgdks direct
and indirect subsidiary entities listed in Exhifito the Asset Purchase and Sale Agreement anceme@ry Management
Services of Ohio, L.L.C., and SCI Funeral Servites,, joined by its direct and indirect subsidiantities listed in Exhibit
to the Asset Purchase and Sale Agreement, as svbjl 8CI Ohio Funeral Services, Inc., and Aldervgo(dhio) Cemetery
Management, Inc. (incorporated by reference to k0.1 of Registrant’s Current Report on Form 8i&d on December
7,2007).

Transition Agreement, dated December 7, 2007, lyammong StoneMor Operating LLC, joined by thoséwflirect and
indirect subsidiary entities which are partieshie Purchase Agreement, as defined therein, andr@@ral Services, Inc.,
joined by those of its direct and indirect subgiglientities which are parties to the Purchase Agere (incorporated b
reference to Exhibit 10.2 of Registr's Current Report on Forn-K filed on December 7, 2007
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Number

10.20*

10.21*

10.22.1°

10.22.2

10.23*

10.24.1°

10.24.2°

Description

Asset Purchase and Sale Agreement, dated Marc030, by and among StoneMor Operating LLC, StoneMiehigan LLC,
StoneMor Michigan Subsidiary LLC, SCI Funeral Seed, LLC, SCI Michigan Funeral Services, Inc., ¢idist Memorial
Company, Christian Memorial Cultural Center, Il8unrise Memorial Gardens Cemetery, Inc. and Fliatidrial Park
Association (incorporated by reference to ExhiBitllof Registrars Current Report on Forn-K filed on March 30, 2010

Asset Purchase and Sale Agreement, dated Mar@030, by and among StoneMor Operating LLC, Plym&drehouse
Facilities LLC, SCI Funeral Services, LLC, SCI Migan Funeral Services, Inc., Hillcrest Memorial Gmany, Sunrise
Memorial Gardens Cemetery, Inc., Flint MemorialkPAssociation, StoneMor Michigan LLC and StoneMoicMgan
Subsidiary LLC (incorporated by reference to Exhilfl.2 of Registrant’s Current Report on Form 8i&df on March 30,
2010).

Amended and Restated Purchase Agreement by andgetoneMor Operating LLC, StoneMor Indiana LLC, & or
Indiana Subsidiary LLC, Ohio Cemetery Holdings,.Jfnsure Mortuaries of Indiana, LLC, Memory Gardéhanagement
Corporation, Forest Lawn Funeral Home Propertie€;,LGardens of Memory Cemetery LLC, Gill Funeralrig LLC,
Garden View Funeral Home, LLC, Royal Oak Memorialrens of Ohio Ltd., Heritage Hills Memory Garden©hio Ltd.,
Robert E. Nelms and Lynnette Gray, as receivegddApril 2, 2010 (incorporated by reference to Bihl0.1 of Registrant’s
Current Report on Form-K filed on May 5, 2010)

Amendment No. 1 to Amended and Restated PurchasseAgnt by and among StoneMor Operating LLC, Stardkbiana
LLC, StoneMor Indiana Subsidiary LLC, Ohio Cemetelgidings, Inc., Ansure Mortuaries of Indiana, LLI@emory Gardens
Management Corporation, Forest Lawn Funeral Hompétties, LLC, Gardens of Memory Cemetery LLC, Gilineral Home
LLC, Garden View Funeral Home, LLC, Royal Oak MerabGardens of Ohio Ltd., Heritage Hills Memory @ans of Ohio
Ltd., Robert E. Nelms, Robert Nelms, LLC and Lyned&bray, as receiver, dated June 21, 2010 (incatpdtby reference to
Exhibit 10.1 of Registra’s Current Report on Forn-K filed on June 25, 2010

Settlement Agreement by and among StoneMor Indid@a StoneMor Operating LLC, StoneMor Partners LEhapel Hill
Associates, Inc., Chapel Hill Funeral Home, In@yifigton Memorial Funeral Home, Inc., Covington M@mal Gardens, Inc.,
Forest Lawn Memorial Chapel Inc., Forest Lawn Meyrm@ardens Inc., Fred W. Meyer, Jr. by James R. Magepecial
Administrator to the Estate of Fred W. Meyer, James R. Meyer, Thomas E. Meyer, Nancy Cade, and.Reyer
Associates, LLC dated June 21, 2010 (incorporayeetference to Exhibit 10.2 of Registrant’s CurrBefport on Form 8-K
filed on June 25, 2010

Omnibus Agreement by and among McCown De Leeuw &IZpL.P., McCown De Leeuw & Co. IV AssociatesPL. MDC
Management Company IV, LLC, Delta Fund LLC, Cortaeme Family Services LLC, CFSI LLC, StoneMor Pargie.P.,
StoneMor GP LLC, StoneMor Operating LLC, dated aSeptember 20, 2004 (incorporated by referendextobit 10.4 of the
Registrar’'s Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Amendment No. 1 to Omnibus Agreement entered intaad effective as of, January 24, 2011 by andngndDC IV Trust
U/T/A November 30, 2010, MDC IV Associates TrusTIA November 30, 2010, Delta Trust U/T/A Novembér 3010
(successors respectively to McCown De Leeuw & @9LLP., a California limited partnership, McCowre Deeuw IV
Associates, L.P., a California limited partnersiidglta Fund LLC, a California limited liability copany, and MDC
Management Company IV, LLC, a California limitedHility company), Cornerstone Family Services LaMelaware limited
liability company, CFSI LLC, a Delaware limited lidity company, StoneMor Partners L.P., a Delawanited partnership,
StoneMor GP LLC, a Delaware limited liability commya for itself and on behalf of the Partnershijténcapacity as general
partner of the Partnership, and StoneMor Operatir@, a Delaware limited liability company (incored by reference to
Exhibit 10.1 to Registra’s Current Report on Forn-K filed on January 28, 2011
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Number

10.25*

211
23.1
311

31.2
32.1

32.2

99.1*

99.2*

99.3*

101

Description

Contribution, Conveyance and Assumption Agreemgrdrid among StoneMor Partners L.P., StoneMor GP,IAESI LLC,
StoneMor Operating LLC, dated as of September Q04 Zincorporated by reference to Exhibit 10.2hef Registrant’s
Quarterly Report on Form -Q for its quarterly period ended September 30, 2(

Subsidiaries of Registrar
Consent of Deloitte & Touche LLI

Certification pursuant to Exchange Act Rule 13aa)4f Lawrence Miller, Chief Executive Officer Pigsnt and Chairman of
the Board of Directors

Certification pursuant to Exchange Act Rule -14(a) of Timothy K. Yost, Chief Financial Office

Certification pursuant to Section 906 of the Sadsa@xley Act of 2002 (18 U.S.C. § 1350) and ExclaAgt Rule 13a-14(b)
of Lawrence Miller, Chief Executive Officer, Presitt and Chairman of the Board of Directors (furatsherewith)

Certification pursuant to Section 906 of the Sadsa@xley Act of 2002 (18 U.S.C. § 1350) and ExcleaAgt Rule 13a-14(b)
of Timothy K. Yost, Chief Financial Officer (furrigd herewith)

Amended and Restated Limited Liability Company Agmnent of StoneMor GP LLC, dated as of Septembe2Q@4}
(incorporated by reference to Exhibit 99.1 of Regis’'s Current Report on Forn-K filed on September 19, 200°

First Amendment to the Amended and Restated Liniiteldility Company Agreement of StoneMor GP LLCtethas of
September 14, 2007 (incorporated by reference hibi»09.2 of Registrant’s Current Report on ForiK @iled on September
19, 2007).

Second Amendment to the Amended and Restated ldrhigility Company Agreement of StoneMor GP LLGted as of
December 18, 2007 (incorporated by reference tolix@0.2 of Registrant’s Current Report on ForrK 8ied on December
28, 2007).

Attached as Exhibit 101 to this report are thediwlhg Interactive Data Files formatted in XBRL (eXsible Business
Reporting Language): (i) Consolidated Balance $hagiof December 31, 2011 and December 31, 20LCofmsolidated
Statements of Operations for the years ended Deme&ih 2011, 2010 and 2009; (iii) Consolidated eStent of Partners’
Capital; (iv) Consolidated Statement of Cash Fléavghe years ended December 31, 2011, 2010 an@t 20@ (v) Notes to the
Consolidated Financial Statements. Users of this aige advised pursuant to Rule 401 of Regulatidntisat the information
contained in the XBRL documents is unaudited aedédhare not the official publicly filed financiahtements of StoneMor
Partners L.P

Pursuant to Rule 406T of RegulationTSthe Interactive Data Files on Exhibit 101 herate deemed not filed or part of a registratiotestgn!
or prospectus for purposes of Sections 11 or BeBecurities Act of 1933, as amended, are de@wisfiled for purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, dretwise are not subject to liability under thosetisas.

* Incorporated by reference, as indicated
t  Management contract, compensatory plan or arrangenmé
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StoneMor Partners L.P. Subsidiary And Managed Nonpofit* Entities

As of December 31, 2012

Subsidiary (or Managed Entity*) Name

Alleghany Memorial Park LL(

Alleghany Memorial Park Subsidiary, Ir

Altavista Memorial Park LLC

Altavista Memorial Park Subsidiary, Ir

Arlington Development Compar

Augusta Memorial Park Perpetual Care Comg

Bethel Cemetery Associatiol

Beth Israel Cemetery Association of Woodbridge, Nensey*
Birchlawn Burial Park LLC

Birchlawn Burial Park Subsidiary, In

Bronswood Cemetery, In

Cedar Hill Funeral Home, Ini

Cemetery Investments LL

Cemetery Investments Subsidiary, |

Cemetery Management Services, L.L

Cemetery Management Services of -Atlantic States, L.L.C
Cemetery Management Services of Ohio, L.L

Chapel Hill Associates, Ini

Chapel Hill Funeral Home, Ini

Clover Leaf Park Cemetery Associatic

Jurisdiction of Formation

Virginia
Virginia
Virginia
Virginia
New Jerse!
Virginia
New Jerse)
New Jerse)
Virginia
Virginia
lllinois
Maryland
Virginia
Virginia
Delaware
Delaware
Delaware
Michigan
Indiana

New Jerse!

Exhibit 21.1



Subsidiary (or Managed Entity*) Name
CMS West LLC

CMS West Subsidiary LL(
Columbia Memorial Park LL(

Columbia Memorial Park Subsidiary, Ir
Cornerstone Family Insurance Services,
Cornerstone Family Services of New Jersey,

Cornerstone Family Services of West Virginia L

Cornerstone Family Services of West Virginia Sulasid Inc.

Cornerstone Funeral and Cremation Services
Covenant Acquisition LL(C

Covenant Acquisition Subsidiary, Ir
Covington Memorial Funeral Home, Ir
Covington Memorial Gardens, In

Crown Hill Cemetery Associatior

Eloise B. Kyper Funeral Home, In
Forest Lawn Gardens, In

Forest Lawn Memorial Chapel, Ir

Forest Lawn Memory Gardens, I

Glen Haven Memorial Park LL

Glen Haven Memorial Park Subsidiary, I
Henlopen Memorial Park LL!

Jurisdiction of Formation

Pennsylvanic
Pennsylvanic
Maryland
Maryland
Delaware
New Jerse!
West Virginia
West Virginia
Delaware
Virginia
Virginia
Indiana
Indiana
Ohio
Pennsylvani:
Pennsylvani:
Indiana
Indiana
Delaware
Maryland
Delaware



Subsidiary (or Managed Entity*) Name

Henlopen Memorial Park Subsidiary LL
Henry Memorial Park LLC

Henry Memorial Park Subsidiary, In
Highland Memorial Park, Inc.

Hillside Memorial Park Association, Inc
Juniata Memorial Park LLt

Kingwood Memorial Park Associatior
KIRIS LLC

KIRIS Subsidiary, Inc

Lakewood/Hamilton Cemetery LL

Lakewood/Hamilton Cemetery Subsidiary, |

Lakewood Memory Gardens South LI

Lakewood Memory Gardens South Subsidiary,

Laurel Hill Memorial Park LLC

Laurel Hill Memorial Park Subsidiary, In
Laurelwood Holding Compan

Legacy Estates, In

Locustwood Cemetery Associatio
Loewen [Virginia] LLC

Loewen [Virginia] Subsidiary, Inc
Lorraine Park Cemetery LL

Jurisdiction of Formation

Delaware
Virginia
Virginia
Ohio

Ohio
Pennsylvani:
Ohio
Virginia
Virginia
Tennesse
Tennesse
Georgia
Georgia
Virginia
Virginia
Pennsylvani:
New Jerse!
New Jerse)
Virginia
Virginia
Delaware



Subsidiary (or Managed Entity*) Name

Lorraine Park Cemetery Subsidiary, |
Modern Park Development LL

Modern Park Development Subsidiary, |
Northlawn Memorial Gardens

Oak Hill Cemetery LLC

Oak Hill Cemetery Subsidiary, In

Ohio Cemetery Holdings, Inc

Osiris Holding Finance Compal

Osiris Holding of Maryland LLC

Osiris Holding of Maryland Subsidiary, In
Osiris Holding of Pennsylvania LL
Osiris Holding of Rhode Island LL
Osiris Holding of Rhode Island Subsidiary, |
Osiris Management, In

Osiris Telemarketing Cor|

Perpetual Gardens.Com, It

Plymouth Warehouse Facilities LL
Prince George Cemetery Corporat

PVD Acquisitions LLC

PVD Acquisitions Subsidiary, In
Rockbridge Memorial Gardens LL

Jurisdiction of Formation

Maryland
Maryland
Maryland
Ohio
Virginia
Virginia
Ohio
Delaware
Delaware
Maryland
Pennsylvanic
Rhode Islanc
Rhode Islanc
New Jerse!
New York
Delaware
Delaware
Virginia
Virginia
Virginia
Virginia



Subsidiary (or Managed Entity*) Name

Rockbridge Memorial Gardens Subsidiary Comp
Rolling Green Memorial Park LL!

Rose Lawn Cemeteries LL

Rose Lawn Cemeteries Subsidiary, Incorpor:
Roselawn Development LL

Roselawn Development Subsidiary Corpora
Russell Memorial Cemetery LL

Russell Memorial Cemetery Subsidiary, |

StoneMor Puerto Rico Cemetery and Funeral, Inc.
(formerly SCI Puerto Rico Funeral And Cemetery 89, Inc.)

Shenandoah Memorial Park LL
Shenandoah Memorial Park Subsidiary,
Sierra View Memorial Par

Southern Memorial Sales LL

Southern Memorial Sales Subsidiary, |
Springhill Memory Gardens LL!
Springhill Memory Gardens Subsidiary, I
Star City Memorial Sales LL!

Star City Memorial Sales Subsidiary, I
Stephen R. Haky Funeral Home, |
Stitham LLC

Stitham Subsidiary, Incorporat

Jurisdiction of Formation

Virginia
Pennsylvanic
Virginia
Virginia
Virginia
Virginia
Virginia
Virginia

Puerto Rico

Virginia
Virginia
California
Virginia
Virginia
Maryland
Maryland
Virginia
Virginia
Pennsylvanic
Virginia

Virginia



Subsidiary (or Managed Entity*) Name
StoneMor Alabama LL(

StoneMor Alabama Subsidiary, Ir
StoneMor Arkansas Subsidiary LL
StoneMor California, Inc

StoneMor California Subsidiary, In
StoneMor Cemetery Products LL
StoneMor Colorado LL(

StoneMor Colorado Subsidiary LL
StoneMor Florida LLC

StoneMor Florida Subsidiary LL
StoneMor Georgia LL(

StoneMor Georgia Subsidiary, Ir
StoneMor GP LLC

StoneMor Hawaiian Joint Venture Group LI
StoneMor Hawaii LLC

StoneMor Hawaii Subsidiary, In
StoneMor Holding of Pennsylvania LL
StoneMor lllinois LLC

StoneMor lllinois Subsidiary LL(
StoneMor Indiana LL(

StoneMor Indiana Subsidiary LL

Jurisdiction of Formation

Alabama
Alabama
Arkansas
California
California
Pennsylvani:
Colorado
Colorado
Florida
Florida
Georgia
Georgia
Delaware
Hawaii
Hawaii
Hawaii
Pennsylvani:
lllinois
lllinois
Indiana
Indiana



Subsidiary (or Managed Entity*) Name

StoneMor lowa LLC

StoneMor lowa Subsidiary LL:
StoneMor Kansas LL(

StoneMor Kansas Subsidiary LL
StoneMor Kentucky LLC

StoneMor Kentucky Subsidiary LL
StoneMor Michigan LLC

StoneMor Michigan Subsidiary LL
StoneMor Mississippi LLC
StoneMor Mississippi Subsidiary LL
StoneMor Missouri LLC

StoneMor Missouri Subsidiary LL
StoneMor North Carolina LL(
StoneMor North Carolina Subsidiary LL
StoneMor North Carolina Funeral Services,
StoneMor Ohio LLC

StoneMor Ohio Subsidiary, In
StoneMor Oklahoma LL¢

StoneMor Oklahoma Subsidiary LL
StoneMor Operating LL(

StoneMor Oregon LL(

Jurisdiction of Formation

lowa

lowa

Kansas
Kansas
Kentucky
Kentucky
Michigan
Michigan
Mississippi
Mississippi
Missouri
Missouri
North Caroling
North Caroline
North Caroline
Ohio

Ohio
Oklahoms
Oklahoms
Delaware

Oregon



Subsidiary (or Managed Entity*) Name

StoneMor Oregon Subsidiary LL
StoneMor Partners L.

StoneMor Pennsylvania LL

StoneMor Pennsylvania Subsidiary LI
StoneMor Puerto Rico LL!

StoneMor Puerto Rico Subsidiary L1
StoneMor South Carolina LL
StoneMor South Carolina Subsidiary LI
StoneMor Tennessee Subsidiary, |
StoneMor Washington, In

StoneMor Washington Subsidiary LL
Sunset Memorial Gardens LL

Sunset Memorial Gardens Subsidiary, |
Sunset Memorial Park LL!

Sunset Memorial Park Subsidiary, |i
Temple Hill LLC

Temple Hill Subsidiary Corporatic

The Valhalla Cemetery Company LL

The Valhalla Cemetery Subsidiary Corporal

Tioga County Memorial Gardens LL
Virginia Memorial Service LLC

Jurisdiction of Formation

Oregon
Delaware
Pennsylvanic
Pennsylvanic
Puerto Ricc
Puerto Ricc
South Caroling
South Caroling
Tennesse
Washingtor
Washingtor
Virginia
Virginia
Maryland
Maryland
Virginia
Virginia
Alabama
Alabama
Pennsylvanic
Virginia



Subsidiary (or Managed Entity*) Name Jurisdiction of Formation

Virginia Memorial Service Subsidiary Corporati Virginia
WNCI LLC Delaware

W N C Subsidiary, Inc Maryland
Wicomico Memorial Parks LL( Maryland
Wicomico Memorial Parks Subsidiary, Ir Maryland
Willowbrook Management Cor| Connecticu
Woodlawn Memorial Park Subsidiary LL Pennsylvani:

* Entity is not a StoneMor Partners L.P. subsididqmyt a controlled nonprofit corporation, or a nmffy corporation in which a StoneMor
Partners L.P. subsidiary holds a voting interesd, t8 which management or operating services areiged by contract with a StoneMor
Partners L.P. subsidiar



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-170870 on Form S-3Registration Statement Nos. 333-
143863 and 333-176789 on Forn8®f our reports dated March 15, 2013 relatinghtodonsolidated financial statements of StoneMotnBes
L.P. and subsidiaries (the “Company”) and the ¢ifecess of the Company’s internal control oveafioial reporting appearing in the Annual
Report on Form 10-K of StoneMor Partners L.P. faryear ended December 31, 2012.

/s/ Deloitte & Touche LLP

Philadelphia, Pennsylvania
March 15, 2013



CERTIFICATION

Exhibit 31.1
I, Lawrence Miller, certify that:
1. I have reviewed this annual report on Form 1@eKthe fiscal year ended December 31, 2012, ofi@Wor Partners L.P.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiiat occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regrg’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gniifiole in the registrant’s
internal control over financial reporting.

Date: March 15, 2013

By: /s/ Lawrence Miller

Lawrence Miller

President and Chief Executive Offic
(Principal Executive Officer




CERTIFICATION
Exhibit 31.2

I, Timothy K. Yost, certify that:
1. I have reviewed this annual report on Form 1@eKthe fiscal year ended December 31, 2012, ofi@Wor Partners L.P.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiat occurred during the registrant’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmnifiole in the registrant’s
internal control over financial reporting.

Date: March 15, 2013

By: /s/ Timothy K. Yost
Timothy K. Yost
Chief Financial Officer (Principal Financial OffiQe




Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Section 1350 of Chapter 63 of Title 18laf United States Code), the

undersigned officer of StoneMor GP, LLC, the gehpaatner of StoneMor Partners L.P. (the “Partni@3hdoes hereby certify with respect
the Annual Report of the Partnership on Form 1®ktlie year ended December 31, 2012 (the “Repthv&l)

1. The Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of
the Partnershig

/sl Lawrence Miller
President and Chief Executive Offic Date: March 15, 201

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-OxleyoA2002 (Section 1350 of Chapter 63 of
Title 18 of the United States Code) and is not diled as part of the Report or as a separatéadigre document.



Exhibit 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Section 1350 of Chapter 63 of Title 18taf tnited States Code), the
undersigned officer of StoneMor GP, LLC, the gehpeatner of StoneMor Partners L.P. (the “Partni@3hdoes hereby certify with respect
the Annual Report of the Partnership on Form 1®kKtlie year ended December 31, 2012 (the “Reptir&i)

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

2.  The information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of
the Partnershig

/sl Timothy K. Yost
Chief Financial Office Date: March 15, 201

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-OxleyoA2002 (Section 1350 of Chapter 63 of
Title 18 of the United States Code) and is not héiled as part of the Report or as a separatéadisce documen



