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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended March 31, 2008

or

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: 000-50910

STONEMOR PARTNERS L.P.

(Exact name of registrant as specified in its charter)
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Delaware 80-0103159
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

311 Veterans Highway, suite B

Levittown, Pennsylvania 19056
(Address of principal executive offices) (Zip Code)
(215) 826-2800

(Registrant s telephone number, including area code)
Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer © Accelerated filer x Non-accelerated filer © (Do not check if a smaller reporting company)
Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The number of the registrant s outstanding common units at May 9, 2008 was 8,621,373.
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PartI Financial Information

Item 1. Financial Statements
StoneMor Partners L.P.
Condensed Consolidated Balance Sheets
(in thousands)
(unaudited)
ASSETS
CURRENT ASSETS:

Cash and cash equivalents

Accounts receivable, net of allowance
Prepaid expenses

Other current assets

Total current assets

LONG-TERM ACCOUNTS RECEIVABLE - net of allowance
CEMETERY PROPERTY

PROPERTY AND EQUIPMENT, net of accumulated depreciation
MERCHANDISE TRUSTS, restricted, at fair value

PERPETUAL CARE TRUSTS, restricted, at fair value

DEFERRED FINANCING COSTS - net of accumulated amortization
DEFERRED SELLING AND OBTAINING COSTS

OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND PARTNERS EQUITY
CURRENT LIABILITIES:

Accounts payable and accrued liabilities
Accrued interest

Current portion, long-term debt

Total current liabilities

LONG-TERM DEBT
DEFERRED CEMETERY REVENUES, net
MERCHANDISE LIABILITY

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES
NON-CONTROLLING INTEREST IN PERPETUAL CARE TRUSTS

PARTNERS EQUITY
General partner

Table of Contents

December 31,
2007

$ 13,800
32,063

2,707

5,193

53,763

40,081
187,552
53,929
228,615
208,579
3,317
35,836
85

$ 811,757

$ 19,075
677
386

20,138

145,778
220,942
79,574

466,432

208,579

2,737

March 31,
2008

$ 8363
34,404
2,211
6,961

51,939

42,586
187,405
55,332
229,216
204,204
3,096
37,464
478

$ 811,720

$ 16,062
1,099
212

17,373

151,419
225,106
80,142

474,040

204,204

2,685
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Limited partners:

Common 118,598 116,897
Subordinated 15,411 13,894
Total partners equity 136,746 133,476
TOTAL LIABILITIES AND PARTNERS EQUITY $ 811,757 $811,720

See Accompanying Notes to the Condensed Consolidated Financial Statements.
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StoneMor Partners L.P.
Condensed Consolidated Statement of Operations

(in thousands, except unit data)

(unaudited)
Three months ended March 31,
2007 2008

Revenues:
Cemetery
Merchandise $ 14,580 $ 20,953
Services 7,067 9,234
Investment and other 5,863 7,065
Funeral home
Merchandise 1,271 2,389
Services 1,759 3,772
Total revenues 30,540 43,413
Costs and Expenses:
Cemetery cost of goods sold (exclusive of depreciation shown separately below):
Perpetual care 888 1,101
Merchandise and Services 3,016 4,624
Cemetery expense 6,784 9,487
Selling expense 6,244 8,205
General and administrative expense 3,738 5,229
Corporate overhead (including $1,158 and $616 in stock-based compensation for the three months ended
March 31, 2007 and 2008 ) 5,282 5,450
Depreciation and amortization 874 965
Funeral home expense
Merchandise 474 981
Services 1,004 2,221
Other 625 1,417
Total cost and expenses 28,929 39,680
OPERATING PROFIT 1,611 3,733
INTEREST EXPENSE 2,046 3,104
INCOME BEFORE INCOME TAXES (435) 629
INCOME TAXES:
State 133 166
Federal 83 5
Total income taxes 216 171
NET INCOME (LOSS) $ (651) $ 458
General partner s interest in net income for the period $ a3 s 9

Limited partners interest in net income for the period
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Common $ (339 $ 328
Subordinated $ 299) $ 121
Net income per limited partner unit (basic and diluted) $ 07 3 .04
Weighted average number of limited partners units outstanding (basic and diluted) 9,036 11,784

See Accompanying Notes to the Condensed Consolidated Financial Statements.
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StoneMor Partners L.P.
Condensed Consolidated Statements of
Partners Equity

(in thousands)

Partners Equity

Limited Partners General
Common Subordinated Total Partner
Balance, December 31, 2007 $118,597 $ 15,411 $134,008 $ 2,737
Proceeds from units issued in acquisition 500 500
General partner contribution 68
Issuance of executive management units 1,912 1,912
Net Income 328 121 449 9
Cash distribution (4,440) (1,638) (6,078) (129)
Balance, March 31, 2008 $116,897 $ 13,894 $130,791 $ 2,685

See Accompanying Notes to the Condensed Consolidated Financial Statements.
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(6,207)
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StoneMor Partners L.P.
Condensed Consolidated Statement of Cash Flows
(in thousands)

(unaudited)

OPERATING ACTIVITIES:

Net income (loss)

Adjustments to reconcile net income to net cash provided by operating activity:
Cost of lots sold

Depreciation and amortization

Stock-based compensation

Changes in assets and liabilities that provided (used) cash:
Accounts receivable

Allowance for doubtful accounts

Merchandise trust fund

Prepaid expenses

Other current assets

Other assets

Accounts payable and accrued and other liabilities
Deferred selling and obtaining costs

Deferred cemetery revenue

Merchandise liability

Net cash provided by (used in) operating activities

INVESTING ACTIVITIES:

Cost associated with potential acquisitions

Purchase of Subsidiaries, net of common units issued
Additions to cemetery property

Additions to property and equipment

Net cash used in investing activities
FINANCING ACTIVITIES:

Cash distribution

Additional borrowings on long-term debt

Repayments of long-term debt
General partner contribution

Net cash used in financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - Beginning of period

CASH AND CASH EQUIVALENTS - End of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the period for interest
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(651)

1,217
874
1,158

(1,973)
473
(1,268)
637
(64)
(107)
(3,955)
(1,322)
6,486
(137)

1,368

(522)

(495)
(648)

(1,665)

(4,610)
2,000
(457)

(3,067)

(3,364)
9,914

6,550

2,277

Three months ended March 31,

2007 2008

458

1,960
965
616

(5,199)
1,179
(3,465)
1,309

348
(396)
(3,518)
(1,628)

6,601
99)

(869)

(495)
(1,238)
(530)
(1,635)

(3,898)

(6,206)
5,650

(182)
68

(670)

(5,437)
13,800

8,363

2,681
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Cash paid during the period for income taxes

NON-CASH INVESTING AND FINANCING ACTIVITIES
Issuance of limited partner units to fund cemetery acquisition

See Accompanying Notes to the Condensed Consolidated Financial Statements.
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1. NATURE OF OPERATIONS, BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company. StoneMor Partners L.P. ( StoneMor , the Company orthe Partnership ) is a provider of funeral and cemetery products and services
in the death care industry in the United States. Through its subsidiaries, StoneMor offers a complete range of funeral merchandise and services,

along with cemetery property, merchandise and services, both at the time of need and on a pre-need basis. As of March 31, 2008, the Partnership

owned and operated 224 cemeteries and 57 funeral homes in 27 states within the United States and Puerto Rico.

Interim Financial Data The interim financial data are unaudited. However, in the opinion of management, the interim financial data as of
March 31, 2008 and for the three months ended March 31, 2008 and 2007 include all adjustments, consisting only of normal recurring
adjustments, necessary for a fair statement of the results for the interim. The results of operations for interim periods are not necessarily
indicative of the results of operations to be expected for a full year.

Summary of Significant Accounting Policies Significant accounting policies followed by the Company, as summarized below, are in
conformity with accounting principles generally accepted in the United States of America.

Principles of Consolidation The consolidated financial statements include the accounts of each of the Company s subsidiaries and the operations
of 14 managed cemeteries that the Company operated under long-term management contracts as of March 31, 2008. Intercompany balances and
transactions have been eliminated in consolidation.

Total revenues derived from the cemeteries under long-term management contracts totaled approximately $5.6 million and $6.5 million for the
three months ended March 31, 2007 and 2008, respectively.

Cemetery Operations Sales of at-need cemetery interment rights, merchandise and services are recognized when the service is performed or
merchandise is delivered. In accordance with Securities and Exchange Commission Staff Accounting Bulletin No. 104, Revenue Recognition in
Financial Statements ( SAB No. 104 ), and the retail land sales provisions of Statement of Financial Accounting Standards No. 66, Accounting
for the Sale of Real Estate ( SFAS No. 66 ), revenues from pre-need sales of burial lots, constructed mausoleum crypts and lawn crypts are
deferred until at least 10% of the sales price has been collected. At the time of the sale, an allowance for customer cancellations is established,
which reduces the amount of accounts receivable, net and deferred cemetery revenues, net or cemetery revenue recognized, based on
management s estimates of expected cancellations and historical experiences. Historically, the cancelled contracts represent approximately 10%
of the pre-need sales (based on contract dollar amounts). Revenues from the pre-need sale of unconstructed mausoleum and lawn crypts are
deferred until at least 10% of the sales price has been collected, at which point revenues are recognized using the percentage-of-completion
method of accounting, also in accordance with SFAS No. 66. Revenues related to the pre-need sale of merchandise and services are deferred
until such merchandise is delivered (title has transferred to the customer and the merchandise is either installed or stored, at the direction of the
customer, at the vendor s warehouse or a third-party warehouse at no additional cost to us) or such services are performed.

The Company also defers certain pre-need cemetery and prearranged funeral direct obtaining costs that vary with and are primarily related to the
acquisition of new pre-need cemetery and prearranged funeral business. Such costs are accounted for under the provisions of SFAS No. 60,
Accounting and Reporting by Insurance Enterprises ( SFAS No. 60 ), and are expensed as revenues are recognized.

Costs related to the sales of interment rights include property and other costs related to cemetery development activities that are specifically
identified by project. At the completion of a project, costs are charged to operations as revenues are recognized. Costs related to merchandise
and services are based on actual costs incurred or estimates of future costs necessary, including provisions for inflation when required.

The Company records a merchandise liability at the time it enters into a pre-need contract with a customer at the estimated cost to purchase the
merchandise or provide the service. The merchandise liability is reduced when payment for the merchandise is made by the Company and title to
the merchandise is transferred to the customer. The merchandise liability is also reduced when the contracted service is performed by the
Company. Allowances for customer cancellations arising from non-payment are provided at the date of sale based upon management s estimates
of expected cancellations and historical experience. Actual cancellation rates in the future may result in a change in estimate. Actual
cancellations did not vary significantly from the estimates of expected cancellations at March 31, 2007 and March 31, 2008.

Table of Contents 11
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Pursuant to state law, a portion of the proceeds from cemetery merchandise or services sold on a pre-need basis is required to be paid into
merchandise trusts. The Company defers investment earnings generated by the assets in these merchandise trusts (including realized gains and
losses) until the associated merchandise is delivered or the services are performed. The fair value of the funds held in merchandise trusts at
December 31, 2007 and March 31, 2008 was approximately $228.6 million and $229.2 million, respectively (see Note 5).

A portion of the proceeds from the sale of cemetery property is required by state law to be paid into perpetual care trusts. Earnings from the
perpetual care trusts are recognized in current cemetery revenues and are used to defray cemetery maintenance costs, which are expensed as
incurred. Funds held in perpetual care trusts at December 31, 2007 and March 31, 2008 were $208.6 million and $204.2 million, respectively
(see Note 6).

Cash and Cash Equivalents The Company considers all highly liquid investments purchased with an original maturity of three months or less to
be cash equivalents.

Concentration of Credit Risk The Company s revenues and accounts receivable relate to the sale of products and services to a customer base that
is almost entirely concentrated in the states where the Company has cemeteries and funeral homes. The Company retains a security interest in

any merchandise sold pursuant to the pre-need contracts. The condensed consolidated balance sheets contain a provision for cancellations arising
from non-payment in amounts determined based on historical experience and the judgment of Company s management.

Inventories Inventories, classified as other current assets on the Company s condensed consolidated balance sheets, include cemetery and funeral
home merchandise and are valued at the lower of cost or net realizable value. Cost is determined primarily on a specific identification basis on a
first-in, first-out basis. Inventories were approximately $3.1 million and $3.5 million at December 31, 2007 and March 31, 2008, respectively.

Cemetery Property Cemetery property consists of developed and undeveloped cemetery property and constructed mausoleum crypts and lawn
crypts and is valued at cost, which is not in excess of market value.

Property and Equipment Property and equipment is recorded at cost and depreciated on a straight-line basis. Maintenance and repairs are
charged to expense as incurred, whereas additions and major replacements are capitalized and depreciation is recorded over their estimated
useful lives as follows:

Buildings and improvements 10 to 40 years
Furniture and equipment 5 to 10 years
Leasehold improvements over the term of the lease

For the three months ended March 31, 2007 and 2008, depreciation expense was $0.7 million and $0.7 million, respectively.

Deferred Cemetery Revenues, Net Revenues and all costs associated with pre-need sales of cemetery merchandise and services are deferred until
the merchandise is delivered or the services are performed. In addition, investment earnings generated by the assets included in the merchandise
trusts are deferred until the associated merchandise is delivered or the services are performed. Deferred cemetery revenues, net, also includes
deferred revenues from pre-need sales that were entered into by entities prior to the acquisition of those entities by the Company, including
entities that were acquired by Cornerstone Family Services, Inc. ( Cornerstone ) upon its formation in 1999. The Company provides for a
reasonable profit margin for these deferred revenues (deferred margin) to account for the future costs of delivering products and providing
services on pre-need contracts that the Company acquired through acquisition. Deferred margin amounts are deferred until the merchandise is
delivered or services are performed.

Merchandise Liability Merchandise liability accounts for merchandise and services that have been contracted for but not yet delivered or
performed. This liability is recorded at the estimated cost and is expensed to cost of goods sold as merchandise is delivered and services are
performed.

Allowance for Cancellations. Allowances for cancellations arising from non-payment of pre-need contracts are estimated at the date of sale
based upon our historical cancellation experience. Due to the number of estimates and projections used in determining an expected cancellation
rate and the possibility of changes in collection patterns resulting from modifications to our collection policies or contract terms, actual
collections could differ from these estimates.

Table of Contents 12
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Impairment of Long-Lived Assets The Company monitors the recoverability of long-lived assets, including cemetery property, property and
equipment and other assets, based on estimates using factors such as current market value, future asset utilization, business and regulatory
climate and future undiscounted cash flow expected to result from the use of the related assets. The Company s policy is to evaluate an asset for
impairment when events or circumstances indicate that a long-lived asset s carrying value may not be recovered. An impairment charge is
recorded to write-down the asset to its fair value if the sum of future undiscounted cash flows is less than the carrying value of the asset.
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Other-than-temporary Impairment of Trust Assets The Company determines whether or not the investment portfolio has an other than
temporary impairment on a security-by-security basis. A loss may be considered other than temporary if the security has a reduction in market
value compared with its cost basis, and meets other criteria. In addition, the Company periodically reviews its investment portfolio to determine
if any of the temporarily impaired assets should be designated as other than temporarily impaired due to changes in market conditions or
concerns specific to the issuer of the securities. If a loss is other than temporary, the cost basis of the security is adjusted downward to its market
value. A similar adjustment is made to non-controlling interest in perpetual care trust for securities held in our perpetual care trust and deferred
cemetery revenue for securities held in our merchandise trusts. This affects our balance sheet and footnote disclosure but does not have an effect
on our statements of operations, since gains and losses recognized in our merchandise trust portfolio are deferred until the underlying products or
services are delivered. Additionally, we do not recognize income from capital appreciation in our perpetual care trusts as these gains remain the
property of the trust. The footnotes disclose the adjusted cost basis and how much of the losses are considered other than temporary.
Accordingly, unrealized gains and losses reflected in the tables in Notes 5 and 6 to the consolidated financial statements are temporary as the
cost basis in these tables would have already been adjusted to reflect the other than temporary unrealized losses. Our preneed funeral and
cemetery merchandise and services trusts did not have other than temporary declines as of March 31, 2008, from their original cost basis.

Income Taxes The Company accounts for income taxes in accordance with SFAS No. 109, Accounting for Income Taxes. The tax effects of
temporary differences between income for financial statement and income tax purposes are recognized in the financial statements. The
differences arise primarily from receivables and depreciation.

The Partnership s corporate subsidiaries, account for their income taxes under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases and operating loss and tax credit carry forwards.

Net Income per Unit Basic net income per unit is determined by dividing net income, after deducting the amount of net income allocated to the
general partner interest from its issuance date of September 20, 2004, by the weighted average number of units outstanding during the period.
Diluted net income per unit is calculated in the same manner as basic net income per unit, except that the weighted average number of
outstanding units is increased to include the dilutive effect of outstanding unit options or phantom unit options.

New Accounting Pronouncements

In February 2007, the FASB issued SFAS No. 159, Establishing the Fair Value Option for Financial Assets and Liabilities, to permit all entities
to choose to elect to measure eligible financial instruments at fair value. SFAS No. 159 applies to fiscal years beginning after November 15,
2007, with early adoption permitted for an entity that has also elected to apply the provisions of SFAS No. 157, Fair Value Measurements . An
entity is prohibited from retrospectively applying SFAS No. 159, unless it chooses early adoption of SFAS No. 157. The Company adopted the
guidance effective January 1, 2008 and did not elect the fair value option for any of its eligible assets or liabilities as of this date.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations (FAS 141(R)). FAS 141R states that all business
combinations, whether full, partial, or step acquisitions, will result in all assets and liabilities of an acquired business being recorded at their fair
values at the acquisition date. In subsequent periods, contingent liabilities will be measured at the higher of their acquisition date fair value or
the estimated amounts to be realized. FAS 141R applies to all transactions or other events in which an entity obtains control of one or more
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businesses. This statement is effective as of the beginning of an entity s first fiscal year beginning after December 15, 2008, which corresponds to
our fiscal year beginning January 1, 2009. The Company is currently evaluating the impact the adoption of SFAS No. 141R will have on its
consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statement amendments of ARB No. 51
(FAS 160). FAS 160 states that accounting and reporting for minority interests will be recharacterized as noncontrolling interests and classified
as a component of equity. FAS 160 applies to all entities that prepare consolidated financial statements, except not-for-profit organizations, but
will affect only those entities that have an outstanding noncontrolling interest in one or more subsidiaries or that deconsolidate a subsidiary. This
statement is effective as of the beginning of an entity s first fiscal year beginning after December 15, 2008, which corresponds to the Company s
fiscal year beginning January 1, 2009. The Company is currently evaluating the impact the adoption of SFAS No. 160 will have on its
consolidated financial statements.

In February 2008, the FASB Emerging Issues Task Force issued EITF Issue No. 07-04, Application of the Two-Class Method under FASB
Statement No. 128, Earnings per Share, to Master Limited Partnerships ( EITF 07-04 ). EITF 07-04 specifies when a master limited partnership
becomes contractually obligated to make cash distributions to general partners, limited partners and holders of incentive distribution rights, for
purposes of calculating earnings per unit. EITF 07-04 is effective for fiscal years beginning after December 15, 2008. The Company is currently
evaluating the effect that the adoption of EITF 07-04 will have on the partnership s net earnings per unit.

Use of Estimates Preparation of these consolidated financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the consolidated financial statements
and the reported amounts of revenue and expense during the reporting periods. As a result, actual results could differ from those estimates. The
most significant estimates in the financial statements are the allowance for cancellations, stock-based compensation, merchandise liability,
deferred margin, deferred merchandise trust investment earnings, deferred obtaining costs and income taxes. Deferred margin, deferred
merchandise trust investment earnings and deferred obtaining costs are included in deferred cemetery revenues, net, on the consolidated balance
sheets.

Segment Reporting and Related Information The Company historically had two operating segments, cemeteries and funeral homes. Since
funeral homes accounted for less than 10% of each identifying criteria, funeral home operating results were aggregated within the cemetery
classification for purposes of segment reporting and disclosed as one segment, death care services. In conjunction with its September 2006
acquisition of 21 cemeteries and 14 funeral homes from Service Corporation International and as part of its strategic planning, the Company
continuously conducts marketing studies of its potential customers. Additionally, the Company expects to grow not only through cemetery, but
also through funeral home, acquisitions in the future. For these reasons, beginning in the third quarter of 2007, the Company has added to its
segment information the details of its funeral homes and disaggregated its cemeteries into three distinct geographical classifications. The factors
used to identify our reportable segments (classifications), designated as West, Southeast, and Northeast, have been identified by the nature of our
customers served in each marketplace. As cremation is on the rise and the Company has with its recent acquisitions entered the states of Oregon,
Washington, and Colorado, it has established a Western Region where cremation rates are projected to be high (in Washington and Oregon, 65%
of burials). Statistics indicate that customers who select cremation have certain attributes. The other two regions, Southeast and Northeast, have
significantly lower cremation rates and customers with different attributes than the West. Cremation rates in Alabama and Kentucky, for
instance, are only projected to be 12%, while cremation rates in the Northeast fall generally between the other two regions. The Company has
different regional sales managers, maintenance superintendents, and administrative supervisors in each region. As such, the Company has
determined that due to the nature of customer behavior, which is consistent in the geographic regions described above, it has chosen to organize
its enterprise and to aggregate its cemeteries and funeral homes, which it has determined are individual segments, in this manner.

Segment information for the three months ended March 31, 2007 and 2008:
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For the three months ended March 31, 2007:

REVENUES

SALES

SERVICES AND OTHER
FUNERAL HOME

TOTAL REVENUES

COSTS AND EXPENSES

COST OF SALES

SELLING

CEMETERY

GENERAL AND ADMINISTRATIVE
FUNERAL HOME EXPENSE
CORPORATE EXPENSE

TOTAL COST & EXPENSES

OPERATING EARNINGS

INTEREST EXP
DEPRECIATION AND
AMORTIZATION

EARNINGS BEFORE TAXES
(LOSS)

SUPPLEMENTAL INFORMATION
TOTAL ASSETS

AMORTIZATION OF CEMETERY
PROPERTY

LONG LIVED ASSETS

CEMETERIES

SOUTHEAST NORTHEAST

$ 12,137
4,876

17,013

2,621
3,895
3,027
1,846

11,389

5,624

1,004

309

$ 4311

$283,212

$ 780

$ 224

For the three months ended March 31, 2008:

REVENUES

SALES

SERVICES AND OTHER
FUNERAL HOME

TOTAL REVENUES

Table of Contents

$ 8,538
7,134

15,672

1,842
2,950
3,054
1,528

9,374
6,298

808

242

$ 5,248

$ 288479

$ 585

$ 189

CEMETERIES

SOUTHEAST NORTHEAST

$ 14,954
6,094

21,048

$ 7,966
5,197

13,163

WEST

$ 1,620
736

2,356

379
538
703
364

1,984
372

95

$ 272

$46,584

WEST

$ 6374
3,953

10,327

FUNERAL
HOMES CORPORATE ADJUSTMENT TOTAL
(in thousands)

$ $ $ (5,692) $ 16,603
(1,839) 10,907

3,030 3,030
3,030 (7,531) 30,540
(938) 3,904

321 (1,460) 6,244

6,784

3,738

2,103 2,103
5,282 5,282

2,103 5,603 (2,398) 28,055
927 (5,603) (5,133) 2,485
139 2,046
76 242 874

$ 712§ (5.845) % (5,133) §  (435)

$ 16478 $ 6,516 § $ 641,269
$ $ $ o4 $ 1,289
$ 9 $ 97 § $ 582
FUNERAL

HOMES CORPORATE ADJUSTMENT TOTAL
(in thousands)

$ $ $ (6,096) $ 23,198
(1,190) 14,054

6,161 6,161
6,161 (7,286) 43,413
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COSTS AND EXPENSES

COST OF SALES

SELLING

CEMETERY

GENERAL AND ADMINISTRATIVE
FUNERAL HOME EXPENSE
CORPORATE EXPENSE

TOTAL COST & EXPENSES
OPERATING EARNINGS

INTEREST EXP
DEPRECIATION AND
AMORTIZATION

EARNINGS BEFORE TAXES
(LOSS)

SUPPLEMENTAL INFORMATION
TOTAL ASSETS

AMORTIZATION OF CEMETERY
PROPERTY

LONG LIVED ASSETS
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3,261
4,995
4,072
2,496

14,824

6,224

1,333

316

$ 4575

$ 345,860

$ 713

$ 1,386

2,253
2,627
3,216
1,537

9,633

3,530

760

222

2,548

253,893

1,026

57

989
1,850
2,185
1,170

6,194

4,133

546

31

$ 3,556

$ 141,461

$ 127

$ 342

4,619

4,619

1,542

465

90

$ 987

$ 40,024
$

$ 115

292
14
26

5,450

5,782

(5,782)

306

(6,088)

30,482

1,085

(778)
(1,559)

(2,337)

(4,949)

(4,949)

424

5,725
8,205
9,487
5,229
4,619
5,450

38,715

4,698

3,104

965

$ 629

$ 811,720

$ 2,290

$ 2985
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Results of individual business units are presented based on our management accounting practices and management structure. There is no
comprehensive, authoritative body of guidance for management accounting equivalent to accounting principles generally accepted in the United
States of America; therefore, the financial results of individual business units are not necessarily comparable with similar information for any
other company. The management accounting process uses assumptions and allocations to measure performance of the business units.
Methodologies are refined from time to time as management accounting practices are enhanced and businesses change. Revenues and associated
expenses are not deferred in accordance with SAB No. 104 therefore, the deferral of these revenues and expenses is provided in the adjustment
column to reconcile the Company s managerial financial statements to those prepared in accordance with accounting principles generally
accepted in the United States of America. Pre-need sales revenues included within the sales category consist primarily of the sale of burial lots,
burial vaults, mausoleum crypts, grave markers and memorials, and caskets. Management accounting practices included in the Southeast,
Northeast, and Western Regions reflect these pre-need sales when contracts are signed by the customer and accepted by the Company. Pre-need
sales reflected in the consolidated financial statements, prepared in accordance with Generally Accepted Accounting Principals, recognize
revenues for the sale of burial lots and mausoleum crypts when the product is constructed and at least 10% of the sales price is collected. With
respect to the other products, the consolidated financial statements prepared under Generally Accepted Accounting Principles recognize sales
revenues when the criteria for delivery under SAB No. 104 are met. These criteria include, among other things, purchase of the product, delivery
and installation of the product in the ground, and transfer of title to the customer. In each case, costs are accrued in connection with the
recognition of revenues; therefore, the consolidated financial statements reflect Deferred Cemetery Revenue, Net and Deferred Selling and
Obtaining Costs on the balance sheet, whereas the Company s management accounting practices exclude these items.

Management evaluates results of operations of the business units before income taxes because it believes this is a more meaningful
representation of the operating performance of its segments. This before tax presentation is closely aligned with the management and operating
structure of our company. It is also on this basis that the Company s performance is evaluated internally.

2. LONG-TERM ACCOUNTS RECEIVABLE, NET OF ALLOWANCE
Long-term accounts receivable, net, consist of the following:

December 31, March 31,
2007 2008
(in thousands)
Customer receivables $ 94,733 $ 101,363
Unearned finance income (11,049) (11,633)
Allowance for contract cancellations (11,540) (12,740)
72,144 76,990
Less: current portion - net of allowance 32,063 34,404
Long-term portion - net of allowance $ 40,081 $ 42,586
Activity in the allowance for contract cancellations is as follows:
December 31, March 31,
2007 2008
(in thousands)
Balance - Beginning of period $ 12,243 $ 11,540
Reserve on acquired contracts 115 21
Provision for cancellations 10,493 3,425
Charge-offs - net (11,311) (2,246)
Balance - End of period $ 11,540 $ 12,740

Table of Contents 18



Table of Contents

Edgar Filing: STONEMOR PARTNERS LP - Form 10-Q

10

19



Edgar Filing: STONEMOR PARTNERS LP - Form 10-Q

Table of Conten

3. CEMETERY PROPERTY
Cemetery property consists of the following:

December 31, March 31,

2007 2008
(in thousands)
Developed land $ 22,676 $ 22,186
Undeveloped land 129,380 130,379
Mausoleum crypts and lawn crypts 35,496 34,840
Total $ 187,552 $ 187,405
4. PROPERTY AND EQUIPMENT
Major classes of property and equipment follow:
December 31, March 31,
2007 2008
(in thousands)
Building and improvements $ 42,215 $ 41,864
Furniture and equipment 33,184 35,610
75,399 77,474
Less: accumulated depreciation (21,470) (22,142)
Property and equipment - net $ 53,929 $ 55332

5. PRE-NEED MERCHANDISE AND SERVICES AND MERCHANDISE TRUSTS.

Cemetery In connection with the pre-need sale of cemetery interment rights, merchandise and services, the customer typically enters into an
installment contract with the Company. The contract is usually for a period not to exceed 60 months with payments of principal and interest
required. Interest is imputed for contracts that do not bear a market rate of interest (at a rate of 9.75% during the year ended December 31, 2007
and 9.00% during the three months ended March 31, 2008). The Company establishes an allowance for cancellations due to non-payment at the
date of sale based on historic experience and management s estimates. The allowance is reviewed quarterly and changes in estimates are reflected
for current and prior contracts as a result of recent cancellation experience. Actual cancellation rates in the future may result in a change in
estimate.

The Company evaluates the collectibility of the assets held in merchandise trusts for impairment when the fair values of the assets are below the
recorded asset balance. Assets are deemed to be impaired when, based on current information and events, it is probable that the Company will be
unable to collect all amounts from the merchandise trust at the time such amounts are due. In those instances when the amount is deemed to be
impaired, the merchandise trust is reduced to the currently estimated recoverable amount with a corresponding reduction to the associated
deferred cemetery revenues balance. There is no income statement impact as long as deferred revenues are not below the estimated costs to
deliver the underlying products or services. If the deferred revenue were to decrease below the estimated cost to deliver the underlying products
or services, the Company would record a charge to earnings for the difference.

11
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At December 31, 2007, the cost and market value associated with the assets held in merchandise trusts follows:

Short-term investment

Fixed maturities:

U.S. Government and federal agency
U.S. State and local government agency
Corporate debt securities

Other debt securities

Total fixed maturities
Equity securities

Total

Gross Gross
Unrealized Unrealized
Gains Losses Market

(in thousands)

$ 23,071 $ $ $ 23,071
3,720 32 (21) 3,731
2,178 29 9 2,198
3,896 11 (133) 3,774

121,438 612 (1,411) 120,639
131,232 684 (1,574) 130,342
83,324 1,425 (9,547) 75,202

$237,627 $ 2,109 $ (11,121) $228,615

At March 31, 2008, the cost and market value associated with the assets held in merchandise trusts follows:

Short-term investment

Fixed maturities:

U.S. Government and federal agency
U.S. State and local government agency
Corporate debt securities

Other debt securities

Total fixed maturities
Equity securities

Total

Gross Gross
Unrealized Unrealized
Gains Losses Market

(in thousands)

$ 27599 $ $ $ 27,599
6,600 67 (23) 6,644
4,025 75 (10) 4,090
3,739 17 (161) 3,595

72,180 150 (3,971) 68,359
86,544 309 (4,165) 82,688
130,191 984 (12,246) 118,929

$244334 $ 1,293 $ (16411) $229,216

An aging of unrealized losses on the Company s investments in fixed maturities and equity securities at March 31, 2008 is presented below:

Fixed maturities:

U.S. Government and federal agency
U.S. State and local government agency
Corporate debt securities

Other debt securities

Table of Contents

$ 2463 $

Less than 12 months

Unrealized
Losses

16

3

102
3,095

12 Months or more Total
Fair Unrealized Fair Unrealized
Value Losses Value Losses

(in thousands)

$ 422§ 6 $ 2885 $ 22
191 8 1,122 11
704 59 2,665 161

1,821 876 32,189 3,971
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Equity securities

Total
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35,723 3,216 3,138 949 38,861 4,165
86,738 11,844 2,005 402 88,743 12,246

$122461 $ 15060 $5,143 $ 1,351 $127,604 $ 16411

A reconciliation of the Company s merchandise trust activities for the year-to-date period ended March 31, 2008 is presented below:

Merchandise Trust Funds

Total:

Table of Contents

Market Capital Realized Unrealized Changein Market

Value @ Interest/  Gain Gain/ Changein Accrued Value @

12/31/2007Contributioistributions DividendBistributions Loss Taxes Fees Market Value Income  3/31/2008
(in thousands)

$228,615 $ 9,787 $ (5321) $ 1,967 $ 572 $ (403) $ (1) $(220) $ (5,573) $ (207) $229,216

$228,615 $ 9,787 $ (5321) $ 1,967 $ 572 $ (403) $ (1) $(220) $ (5573) $ (207) $229,216

12
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The Company considers various factors when considering if a decline in fair value of an asset is other than temporary, including but not limited
to the length of time and magnitude of the unrealized loss; the volatility of the investment; the credit ratings of the issuers of the investments;
and the Company s intentions to sell or ability to hold the investments. At March 31, 2008, the Company concluded that the declines in the fair
values of the Company s investments in fixed maturities and equity securities held by the merchandise trusts were temporary.

The Company deposited $4,973 and $9,787 and withdrew $6,978 and $5,321 from the trusts during the three month period ended March 31,
2007 and 2008, respectively. During the three months ended March 31, 2007, purchase and sales of securities available for sale included in trust
investments were $35,782 and $30,799, respectively. During the three months ended March 31, 2008, purchase and sales of securities available
for sale included in trust investments were $157,890 and $91,167, respectively.

Funeral Home Prearranged funeral home services provide for future funeral home services generally determined by prices prevailing at the time
that the contract is signed. A portion of the payments made under funeral home pre-need contracts is placed in funeral trusts. Amounts used to
defray the initial cost of administration are not placed in trust. The balances of the amounts in the trusts totaled approximately $21.2 million at
December 31, 2007 and approximately $20.8 million at March 31, 2008 and are included within the merchandise trusts above. Funeral trust
principal, together with investment earnings retained in trust, are deferred until the service is performed. Upon performance of the contracted
funeral home service, the Company recognizes the funeral trust principal amount together with the accumulated trust earnings as funeral home
revenues.

6. PERPETUAL CARE TRUSTS.
At December 31, 2007, the cost and market value associated with the assets held in perpetual care trust follows:

Gross Gross
Unrealized Unrealized
Cost Gains Losses Market
(in thousands)

Short-term investment $ 13,955 $ $ $ 13,955
Fixed maturities:

U.S. Government and federal agency 7,625 78 (16) 7,687
U.S. State and local government agency 3,790 74 ®) 3,856
Corporate debt securities 15,314 73 495) 14,892
Other debt securities 98,108 68 (2,386) 95,790
Total fixed maturities 124,837 293 (2,905) 122,225
Equity Securities 78,953 807 (7,361) 72,399
Total $217,745 $ 1,100 $ (10,266) $208,579
At March 31, 2008, the cost and market value associated with the assets held in perpetual care trust follows:

Gross Gross
Unrealized Unrealized
Cost Gains Losses Market
(in thousands)

Short-term investment $ 17,171  $ $ $ 17,171
Fixed maturities:

U.S. Government and federal agency 10,896 145 (26) 11,015
U.S. State and local government agency 6,316 157 (10) 6,463
Corporate debt securities 14,758 82 (606) 14,234
Other debt securities 65,939 75 (6,312) 59,702
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Total fixed maturities 97,909 459 (6,954) 91,414
Equity Securities 104,487 305 (9,173) 95,619
Total $219,567 $ 764 $ (16,127)  $204,204
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An aging of unrealized losses on the Company s investments in fixed maturities and equity securities at March 31, 2008 held in perpetual care
trusts is presented below:

Less than 12 months 12 Months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(in thousands)
Fixed maturities:

U.S. Government and federal agency $ 2,536 $ 20 $ 480 $ 6 $ 3016 $ 26
U.S. State and local government agency 1,001 4 278 6 1,279 10
Corporate debt securities 8,461 467 1,559 139 10,020 606
Other debt securities 44,931 6,312 44,931 6,312
Total fixed maturities 56,929 6,803 2,317 151 59,246 6,954
Equity Securities 81,573 8,246 6,349 927 87,922 9,173
Total $138,502 $ 15,049 $8,666 $ 1,078 $147,168 $ 16,127

A reconciliation of the Company s Perpetual Care trust activities for the year-to-date period ended March 31, 2008 is presented below:

Market Capital Realized Unrealized Change in Market

Value @ Interest/  Gain Gain/ Changein Accrued Value @
12/31/2007 ContributionBistributions DividendDistributions Loss Taxes Fees Market Value Income 3/31/2008
Perpetual Care Trust Funds $ 208,579 $ 1,790 $ (3,341) $ 2,792 $ 688 $ (435) $(76) $(183) $ (5,625 $ 15 $204,204

Total: $208,579 $ 1,790 $ (3,341) $ 2,792 § 688 $ (435) $(76) $(183) $ (5.625) $ 15 $204,204

The Company considers various factors when considering if a decline in fair value of an asset is other than temporary, including but not limited
to the length of time and magnitude of the unrealized loss; the volatility of the investment; the credit ratings of the issuers of the investments;
and the Company s intentions to sell or ability to hold the investments. At March 31, 2008, the Company concluded that the declines in the fair
values of the Company s investments in fixed maturities and equity securities held in perpetual care trusts were temporary.

The company deposited $1,232 and $1,790 and withdrew $2,635 and $3,341 from the trusts during the three months ended March 31, 2007 and
2008, respectively. During the three months ended March 31, 2007, purchase and sales of securities available for sale included in trust
investments were $109,339 and $91,418, respectively. During the three months ended March 31, 2008, purchase and sales of securities available
for sale included in trust investments were $107,413 and $65,596, respectively.

The Company recorded income from perpetual care trusts of $2.2 million for the three months ended March 31, 2007 and $3.2 million during the
same period of 2008. This income is classified as cemetery revenues in the consolidated statements of operations.
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7. LONG-TERM DEBT
The following is a summary of debt outstanding at:

December 31, March 31,

2007 2008
(in thousands)
Insurance premium financing, due in installments through September 2008 (4.75%) 350 176
Vehicle Financing 61 52
Acquisition Credit Line, due September 2012 (interest rate - Libor + 3.25%) 6,253 6,903
Revolving Credit Line, due September 2012 (interest rate - Libor + 3.25%) 7,000 12,000
Series A senior secured notes, due 2009 (interest rate - 7.66%) 80,000 80,000
Series B senior secured notes, due 2012 (interest rate - 9.34%) 35,000 35,000
Series C senior secured notes, due 2012 (interest rate - 9.09%) 17,500 17,500
Total 146,164 151,631
Less current portion 386 212
Long-Term portion $ 145,778 $151,419

Long-Term Debt Issued in 2004

On September 20, 2004, concurrent with the closing of the Partnership s initial public offering, StoneMor Operating LLC (the Operating
Company ) and its subsidiaries issued and sold $80.0 million aggregate principal amount of Series A senior secured notes. The senior secured
notes ranked pari passu with all of our other senior secured debt, including the revolving credit facility and the acquisition facility, subject to the
description of the collateral securing the senior secured notes described below. The senior secured notes were guaranteed by the Partnership, the
general partner of the Partnership and any future subsidiaries of the Operating Company. Obligations under the senior secured notes were
secured by a first priority lien and security interest covering substantially all of the assets of the issuers of the senior secured notes, whether then
owned or thereafter acquired, other than specified receivable rights and a third party priority lien and security interest covering those specified
receivable rights, each as described above, of such issuers, whether then owned or thereafter acquired.

On September 20, 2004, concurrent with the closing of the Partnership s initial public offering, the Operating Company and its subsidiaries
entered into a $35.0 million credit facility with a group of banks. This credit facility consisted of a $12.5 million revolving credit line and a
$22.5 milli