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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q/A
(Amendment No. 1)

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

For the quarterly period ended March 31, 2009
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: 000-50910

STONEMOR PARTNERS L.P.

(Exact name of registrant as specified in its chaer)

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

311 Veterans Highway, suite E

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 yearif changed since last report)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementshe past 90 days. Ye&l No O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of ttiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such file¥es [ No [

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated filed Smaller reporting company
Accelerated filer Non-accelerated filer O
(Do not check if smaller
reporting company

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[O] No

The number of the registrant’s outstanding commutswat May 11, 2009 was 9,771,443




EXPLANATORY NOTE

This Amendment No. 1 on Form 10-Q/A (“Amended Ré&pdo our Quarterly Report on Form 10-Q for theckl quarter ended
March 31, 2009 (“Original Report”nitially filed with the Securities and Exchanger@mission on May 11, 2009, is being filed to corrhet
number of outstanding common units at May 11, 2008,771,443 from 11,891,335 as reported on thercpage of the Original Report.

In addition, we are amending the “Liquidity and @alpResources — Long-Term Debt” section in Itewf Part | of the Original Report
to include the following statement:

“Reference is also made to the description of theeAded and Restated Credit Agreement, as amemitthe@ Amended and Restated
Note Purchase Agreement, as amended, in Paremh, Tt of the Annual Report on Form 10-K for the dispear ended December 31,
2008, which description is incorporated by refeesherein.”

We believe that the corrections described abovecartdin conforming changes made in the AmendeaRegre not, individually or in
the aggregate, material to our business, finawciatlition or results of operations.

In addition, pursuant to the rules of the SEC, I&pf Part Il of the Original Report has been aneehih contain currently dated
certifications from our Chief Executive Officer a@thief Financial Officer, as required by Rule 13H#) under the Securities Exchange Act
of 1934, as amended, which certifications are filecewith as Exhibits 31.1 and 31.2, respectively.

This Amended Report only amends the Original Rejuotthe extent described above, and no other irdtion in the Original Report is
amended hereby. None of the items amended hereimnyaother item in the Original Report has beedatgd to reflect events, results or
developments concerning our business, financiadlitiom or results of operations occurring after ttate of the Original Report or to modify
or update those disclosures affected by subseguwents. Except for the foregoing amended items,Ahiended Report continues to describe
conditions as of the date of the Original Reporhdhg other things, and without limiting the foregmj forward looking statements made in
the Original Report have not been revised to refl@ents, results or developments that occurrddats that became known to us after the
date of the Original Report, and such forward logkstatements should be read in their historicateod.
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Part | — Financial Information

Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The words “we,” “us,” “our,” “StoneMor,” the “Paraiship,” “Company” and similar words, when usedihistorical context prior to
the closing of the initial public offering of Stader Partners L.P. on September 20, 2004, referarm€ stone Family Services, Inc.
(“Cornerstone”), (and, after its conversion, CF&K), and its subsidiaries and thereafter referttm&Mor Partners L.P. and its subsidiaries.

This discussion and analysis should be read inuomtipn with our unaudited condensed consolidateahtial statements included in
Part I, Item 1 of the Quarterly Report on Form 1@Qi@gluding the notes thereto) filed with the SECMay 11, 2009.

Forward-Looking Statements

Certain statements contained in this Quarterly RepoForm 10-Q, including, but not limited to, @mfnation regarding the status and
progress of our operating activities, the plans alnjdctives of our management, assumptions regaualin future performance and plans, and
any financial guidance provided, as well as ceritaiormation in other filings with the SEC and eldwre, are forward-looking statements
within the meaning of Section 27A(i) of the SedestAct of 1933 and Section 21E(i) of the Secwsifixchange Act of 1934. The words
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“believe,” “may,” “will,” “estimate,” “continue,” “anticipate,” “intend,” “project,” “expect,” “predi¢’ and similar expressions identify these
forward-looking statements. These forwdodking statements are made subject to certais askl uncertainties that could cause actual re

to differ materially from those stated, includitogit not limited to, the following: uncertaintiessasiated with future revenue and revenue
growth; the effect of the current economic downtthe impact of the company’s significant leverageits operating plans; the ability of the
company to service its debt and pay distributidins;decline in the fair value of certain equity alet securities held in the company’s trusts;
the company’s ability to attract, train and retamadequate number of sales people; uncertairgses@ted with the volume and timing of
pre-need sales of cemetery services and produactgdsed use of cremation; changes in politiceégulatory environments, including
potential changes in tax accounting and trustingies; the company’s ability to successfully implent a strategic plan relating to producing
operating improvement, strong cash flows and furttdeveraging; uncertainties associated with tibegiration or the anticipated benefits of
the company’s recent acquisitions; the companyilityalo complete and fund additional acquisitiongormation disclosed within this
Quarterly Report on Form 10-Q; and various otheeutainties associated with the deathcare indastdyour operations in particular.

When considering forward-looking statements, yoousth keep in mind the risk factors and other canstig statements set forth in our
Annual Report on Form 10-K for the fiscal year eshdde=cember 31, 2008 and the Quarterly Report omHAd-Q filed with the SEC on May
11, 2009. We assume no obligation to update oseeamy forward-looking statements made herein po#mer forward-looking statements
made by us, whether as a result of new informafigmye events or otherwise.

Organization and Capitalization

We were organized on April 2, 2004 to own and ofgetlae cemetery and funeral home business condbgt&€drnerstone and its
subsidiaries. On September 20, 2004, in conneetitmour initial public offering of common unitspeesenting limited partner interests,
Cornerstone contributed to us substantially aitfssets, liabilities and businesses, and thewerted into CFSI LLC, a limited liability
company. This transfer represented a reorganizafienmtities under common control and was recoatddstorical cost. In exchange for th
assets, liabilities and businesses, CFSI LLC reckb64,782 common units and 4,239,782 subordinatis representing limited partner
interests in us.

Cornerstone was founded in 1999 by members of amagement team and a private equity investment filmch we refer to as
McCown De Leeuw, in order to acquire a group of t8fetery properties and 4 funeral homes. Sindeditha, Cornerstone, succeeded by
us, acquired 111 additional cemeteries and 55 &lifemes, built two funeral homes, exited from ar@agement contract and sold one
cemetery and one funeral home.

On September 20, 2004, we completed our initialipuffering of 3,675,000 common units at a pri¢&a0.50 per unit representing a
42.5% interest in us. On September 23, 2004, wavkldditional 551,250 common units to the undégverin connection with the exercise
of their over-allotment option and redeemed an equanber of common units from CFSI LLC at a cos$6f3 million, making a total of
4,239,782 common units outstanding. Total grossqeds from these sales were $86.6 million, beftfezing costs and underwriting
discounts. Net proceeds, after deducting undemgritiscounts but before paying offering costs, fthese sales of common units was
$80.8 million.

Concurrent with the initial public offering, our wity owned subsidiary, StoneMor Operating LLC, atisdsubsidiaries, all as borrowe
issued and sold $80.0 million in aggregate princgmaount of senior secured notes in a private ptece and entered into a $12.5 million
revolving credit facility and a $22.5 million acgition facility with a group of banks. The net peeds of the initial public offering and the
sale of senior secured notes were used to repajetiteand associated accrued interest of approaiyn$135.1 million of CFSI LLC and
$15.7 million of fees and expenses associated twéhnitial public offering and the sale of senésicured notes. The remaining funds have
been used for general partnership purposes, imgjutie construction of mausoleum crypts and lawptst the purchases of equipment
needed to install burial vaults and the acquisiibnemetery and funeral home locations.

On December 21, 2007, we completed a secondarycpaffring of 2,650,000 common units at a prices20.26 per unit representing
22.2% interest in us, making a total of 8,505,7@%mon units outstanding. In conjunction with thifedng, our general partner contributed
$1.1 million to maintain its 2% general partneeneist. Total gross proceeds from these sales vedr® #illion, before offering costs and
underwriting discounts. Net proceeds, after dedgatinderwriting discounts but before paying offgraosts, from these sales of common
units were $51.8 million.



Concurrent with the secondary public offering, aolly owned subsidiary, StoneMor Operating LLC atisdsubsidiaries (collectively
“StoneMor LLC"), all as borrowers, issued $17.5lioil in aggregate principal amount of senior seduretes. The net proceeds of the public
offering and the sale of senior secured notes anaWwings of $6.3 million under our acquisitiondiof credit were used to purchase 45
cemeteries and 30 funeral homes from Service Catioor International.

Overview
Cemetery Operations

We are the second largest owner and operator oétegims in the United States. As of March 31, 2089 pperated 232 cemeteries ir
states and Puerto Rico. We own 218 of these ceimet@nd operate the remaining 14 under long-termagement agreements with nprofit
cemetery corporations that own the cemeteries. esat of the agreements and other control arraeges, we consolidate the results of the
14 managed cemeteries in our consolidated finastagééments.

We sell cemetery products and services both dirtieeof death, which we refer to as at-need, aiat po the time of death, which we
refer to as pre-need. Cemetery operations accotioteghproximately 85.3% of our revenues duringttiree months ended March 31, 2009
compared to 85.8% during the same period last year.

Our results of operations for our Cemetery Openatigegments are determined primarily by the volafreales of products and services
and the timing of product delivery and performaontservices. We derive our cemetery revenues pilyrfaom:
. al-need sales of cemetery interment rights, mercharadid service:

. pre-need sales of cemetery interment rights, wivelgenerally recognize as revenues when we halectad 10% of the sales
price from the custome

. pre-need sales of cemetery merchandise, which gognize as revenues when we satisfy the critegaiBpd below for delivery
of the merchandise to the custorr

. pre-need sales of cemetery services, other thazepe care services, which we recognize as resenwbhen we perform the
services for the custome

. investment income from assets held in our merclsalust, which we recognize as revenues when lixeedéhe underlying
merchandise or perform the underlying servicesrandgnize the associated sales revenue as discaissee,

. investment income from perpetual care trusts, whiehrecognize as revenues as the income is eanribd trust; an

. other items, such as interest income or-need installment contracts and sales of

The criteria for recognizing revenue related toghke of cemetery merchandise is that such meriteigd‘delivered” to our customer,
which generally means that:

. the merchandise is complete and ready for instafiaor

. the merchandise is either installed or stored atf&nite location, at no additional cost to usdapecifically identified with a
particular customer; ar

. the risks and rewards of ownership have passdtttoustomel

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 warehsuaeno additional cost to us, until the time eéd. With respect to burial vaults, we install
the vaults rather than storing them to satisfydékvery criteria. When merchandise is stored foustomer, we may issue a certificate of
ownership to the customer to evidence the trarnsefdre customer of the risks and rewards of owngrsh

Pre-need Sales

Deferred revenues from pre-need sales and relagechandise trust earnings are reflected on ounbalaheet in deferred cemetery
revenues, net. Total deferred cemetery revenugsalse includes deferred revenues from pre-neles shat were entered into by entities we
acquired prior to the time we acquired them. Thdudes both



those entities that we acquired at the time ofdhmation of Cornerstone and other subsequent aitiguis. Our profit margin on pre-need
sales entered into by entities we subsequentlyiaatjis generally less than our profit margin ohestpre-need sales because, in accordance
with industry practice at the time these acquinetmeed sales were made, none of the selling eepemare recognized at the time of sale. As
a result, we are required to recognize all of tkgeases (including deferred selling expenses) &gocwith these acquired pre-need sales
when we recognize the revenues from that sale.

Pre-need products and services are typically soldnoinstallment basis with terms ranging from Ighths to 84 months. Subject to
state law, these contracts are normally subjetitdoling-off” periods, generally between three dhilty days, during which the customer
may elect to cancel the contract and receive aéfiind of amounts paid. Also subject to applicaéte law, we are generally permitted to
retain the amounts already paid on contracts, dictpany amounts that were required to be depositedrust, on contracts cancelled after
the “cooling-off” period. Historical post “coolingff” period cancellations total approximately 10%waor pre-need sales (based on contract
dollar amounts). If the products and services paseld under a pre-need contract are needed fometebefore payment has been made in
full, generally the balance due must be immedigpeig in full.

Pre-need sales contracts normally contain prowvssionboth principal and interest. For preed sales wherein the contracts do not k
market rate of interest, the Company imputes sotgrést (at a rate of 9.00% during the year endsxkmMber 31, 2008 and 4.75% during the
three months ended March 31, 2009) in order toeggge the principal and interest component ofdked tontract value.

We normally offer prepayment incentives to custasmnenose pre-need contracts are longer than 36 manith bear interest. If those
customers pay their contracts in full in less th@months, we rebate the interest that we colleftted them. Even though this rebate policy
reduces the amount of interest income we receiv@uormccounts receivable, the net effect is arem®e in our immediate cash flow. Interest
income from pre-need sales, including imputed @ggraccounted for 3.5% during the three months@hdarch 31, 2009 as compared to
3.0% during the same period last year.

At-need Sales

At-need sales of products and services are gepeegjlired to be paid for in full with cash at tivae of sale. At that time, we first
deposit any amount required to be placed in pegbeare trusts. We are not required to depositaamgunts from our at-need sales into
merchandise trusts.

Expense:
We analyze and categorize our operating expensied@ss:
1. Cost of goods sol

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

2.  Selling expense

Selling expenses consist of salesperson and saleagament payroll costs, including selling comrissj bonuses and employee
benefits. We self-insure medical expenses of opleyees up to certain individual and aggregatettimiver which we have stop-loss
insurance coverage. Our self-insurance policy neaylt in variability in our future operating expeasSelling expenses also includes other
costs of obtaining product and service sales, asdmdvertising, marketing, postage and telephone.

3. Cemetery Expense

Cemetery expenses represent the cost to maintdiregair our cemetery properties and consists pifiynaf labor and equipment,
utilities, real estate taxes and other mainten#eoes. Repairs necessary to maintain our cemetar@&expensed as they 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.



4. General and administrative expen

General and administrative expenses, which donotide corporate overhead, primarily includes iaeae and other costs necessary to
maintain our cemetery offices.

5. Depreciation and amortizatic
We depreciate our property and equipment on agstirdine basis over their estimated useful lives.

Direct costs associated with pre-need sales of magnmerchandise and services, such as sales ceionssand cost of goods sold, are
reflected in the balance sheet in deferred sedimgjobtaining costs and deferred cemetery revenegsiespectively and are expensed as the
merchandise is delivered or the services are paddr Indirect costs, such as marketing and adirggttsosts, are expensed in the period in
which they are incurred.

6. Acquisition Related Cos

As of January 1, 2009, we adopted Statement ohEiahAccounting Standards 141 (R)Blisiness Combinatiorig“SFAS 141 R”).
Amongst other things, SFAS 141 R requires thatsciosturred in acquisition related activities beenxged as incurred. Acquisition related
costs include legal fees and other third partyscogturred in acquisition related activities.

Funeral Home Operations

As of March 31, 2009, we owned and operated 58ralf®mes. These properties are located withirctmtiguous United States and in
Puerto Rico. Twenty six of our 58 funeral homeslacated on the grounds of cemeteries that we own.

We derive revenues at our funeral homes from tleecfduneral 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 foioappately 14.7% of our revenues during the threatm®ended March 31, 2009 comp:
to 14.2% during the same period last year.

We generally include revenues from pre-need casles in the results of our cemetery operationsvé¥er, 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 priynaficompensation to our funeral directors anddbst of caskets.

Corporate

We incur fixed costs for corporate overhead prifgddr centralized functions, such as payroll, aguting, collections and professional
fees. We also incur expenses relating to reporgggirements under U.S. federal securities lawscaniin other additional expenses of b
a public company.

Recent Developments

On April 30, 2009, we (along with certain of oubsidiaries) and StoneMor GP LLC entered into theo8d Amendment to Amended
and Restated Credit Agreement by and among useBimnGP LLC and such certain subsidiaries, thedes\dand Bank of America, N.A., as
Administrative Agent (the “Second Amendment”).

In connection with the Second Amendment, on Al 3009, we also entered into the Second Amendtnehtended and Restated
Note Purchase Agreement by us and certain subigiglig@toneMor GP LLC and the noteholders “Second Amendment to NPA”).

The terms and conditions of the Second Amendmethtla Second Amendment NPA are discussed moreifuliote 7 of the
Unaudited Condensed Consolidated Financial Statenagndl under the heading “Liquidity and Capital ®&ses” included in this
Management’s Discussion and Analysis of this Quigreeport on Form 10-Q.

Current Market Conditions and Economic Developments

There has been significant instability in varioimahcial markets and in economic conditions. Amowndgiser things, there has been a
decline in the fair value of equity and (to a les¥egree) fixed-maturity debt securities and a @mion in the credit market as well as an
overall downturn in economic activity.

Market Disruption

Current economic conditions make it difficult faymapanies to obtain funding in either the debt aritggmarkets. The current
constraints in the capital markets may affect duilitg to obtain funding through new
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borrowings or the issuance of equity in the pubiarket. In addition, we expect that, to the exteatare successful in arranging new debt
financing, we will incur increased costs associatét these debt financings. In light of the cutrerarket conditions and our working capital
needs, we have taken steps to preserve our ligyidgition including, but not limited to, reducidgscretionary capital expenditures
(including acquisitions), maintaining our cash dligttion rate at the same level as the prior quantel continuing to actively manage
operating and administrative costs. We have temmipiaurtailed our acquisition strategy to consecash to avoid dilutive equity issuance
we attempt to manage our business under the cwecentomic conditions.

We will continue to evaluate a variety of financismurces, including new debt financings and ecpfitgrings, in order to fund
acquisition opportunities and working capital neadd to refinance outstanding indebtedness. We\methat the size and scope of our
operations, our stable revenue stream and ourflmagtprofile will be significant positive factorsiour efforts to obtain new debt or equity
funding; however, there is no assurance that wiebeisuccessful in obtaining financing if curreapital market conditions continue for an
extended period of time or if markets deterioratghfer from current conditions. Furthermore, thentg size and cost of any financing
alternative could be less favorable and could hmaicted by the timing and magnitude of our fundieguirements, market conditions, and
other uncertainties.

Effect on Revenues

Our overall business model is strong and is expecteéemain so. This business model is construsbethat revenues are generated f
at-need sales of cemetery merchandise and seanckfineral home merchandise as well as pre-ndesl gbcemetery merchandise and
services and income generated from our merchaaddeerpetual care trusts.

During November and December of 2008 we noticedessaftening in pre-need sales in certain areaseotountry. This softening,
which was probably a result of economic conditioesulted in reduced grave marker and mausoleuss gathese areas. We have seen some
rebound during the three months ended March 319.20s is reflected by the value of pre-need amis written during the three months
ended March 31, 2009 exceeding the value of prd-nestracts written during the same period last Ygaapproximately $2.1 million and at-
need cemetery revenues for the three months endech\81, 2009 exceeding at-need cemetery revepudsef same period last year by
approximately $0.4 million.

It is possible that the current economic downtwuld have an adverse effect on future pre-need sdleemetery merchandise and
services and to a much lesser extent at-need ceneetd funeral home revenues. We have taken a nuaofilpeeasures to counter a possible
decrease in pre-need sales and possible increasstomer defaults or cancellations, including éased customer follow-up and employee
training related thereto and extended collectigmadgnent hours. We will continue to monitor thauatton closely. Any downturn in these
sales would have a less proportional impact oniegsrthan on revenues as such sales have highesfaysods sold and lower profit margins
than either at-need sales of cemetery merchandisexvices and funeral home merchandise and servic

A material decrease in our sales could cause beetich certain of our financial covenants, sucthadeverage ratio and the interest
coverage ratio, under our credit facilities andigesecured notes. Any such breach could alloweahders to accelerate (or create cross-
default under) our debt which would have a matexiblerse effect on our business, financial conditioresults of operations. We are
currently in discussion with bank lenders regardhmege ratios.

A material decrease in our sales could cause a&dserin our borrowing base under our credit faslitOur borrowing base is
recalculated each month and is based (in partuoluatstanding accounts receivables and the ageahe&ee “Liquidity and Capital
Resources—Long-Term Debt—Acquisition Credit Fagiind Revolving Credit Facility” for a descriptiofithe calculation of our borrowing
base. Accordingly, if our sales were to decreaskasma result our accounts receivables decrea#fettferage of our accounts receivables or
cancellations increase), then our borrowing basg dearease.

We believe that the sale of both at-need cemeterginandise and services and funeral home mercleaaddservices is relatively
resistant to changes in economic conditions. We mat seen any material effect on these salesodile tcurrent economic downturn. At-
need cemetery merchandise and services sales a@cfinome merchandise and services and salesrdeddor 54.2% of our total revenues
for the three months ended March 31, 2009 as cadpar52.1% during the same period last year.
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Declinein Market Value of Trust Assets

A critical issue for us has been the decline infttievalue of equity and (to a lesser degree)direaturity debt securities held in our
trusts as described below.

We have a substantial portfolio of invested asisel®th our merchandise trust and the perpetual ast. Both trusts have a mix of
cash and cash equivalents, fixed maturity debtréexsiand equity securities. The fair value oftrassets declined substantially in the second
half of 2008 and the first quarter of 2009 relatiwegorior years (see Notes 5 and 6 of the Unauditmadensed Consolidated Financial
Statements).

Funds in our trusts are managed by third-partystment managers who are in turn monitored by d-bérty investment advisor
selected by our Trust and Compliance Committee.tfiing-party investment advisor is providing therouittee with consistent updates on
the performance of the investments. We will corgit monitor performance closely. See “ltem 3. Qitetive and Qualitative Disclosure
About Market Risk” for more information.

The perpetual care trust and merchandise trusé sestly different purposes and the risks and icafilbns of changes in trust asset
values are dissimilar.

Perpetual Care Trus
Pursuant to state law, a portion of the proceeantn the sale of cemetery property must be depositech perpetual care trust.

The perpetual care trust principal does not betongs and must remain in the trust into perpetig. consolidate the trust into our
financial statements in accordance with Financiat@unting Standards Board Interpretation No. 4&sezl/(“FIN 46R”),Consolidation of
Variable Interest Entities: an Interpretation of @ainting Research Bulletin @RB ") No. 51 because the trust is considered a variable
interest entity for which we are the primary beciefiy.

The fair value of trust assets is recorded as set@s our balance sheet and is entirely offset ligbility. This liability is recorded as a
“Perpetual care trust corpus”. Changes in fair @alfitrust assets are recognized by adjusting thetlrust asset and the offsetting liability.
Impairment of the value of trust assets, whetheptarary or other-thatemporary, will not impact periodic earnings or guahensive incon
nor will it impact our financial position or liquiy at any point in time.

Our primary risk related to the assets in the pgegdeare trust relate to the interest and dividgoaid and released to us and used to
defray cemetery maintenance costs. Any reductidhinincome stream could have a material effeaumfinancial condition, results of
operations and liquidity. We have not seen any ristéegradation of this revenue stream due taelent economic downturn. Interest
income earned on perpetual care trust assets wasxapately $3.4 million during the three monthsled March 31, 2009 as compared to
$3.2 million during the same period last year.

Merchandise Trus

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

Unlike the perpetual care trust, the principalia merchandise trust will ultimately revert to Tkis will occur once we have met the
various requirements for its release which is gahethe delivery of merchandise or performancemderlying services. Accordingly,
changes in the fair value of trust assets, botlpteary and other-thatemporary, may ultimately impact our periodic engs, comprehensi\
income and financial position or liquidity at angipt in time.

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

The recent decline in the market value of the adsahe merchandise trust could ultimately impair profitability and resulting
financial position and liquidity should we be fodce® liquidate such assets at an amount significdriow our original expectation, 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
significant risk to principal. We can then managest assets so that released amounts are liquittatedhis pool as opposed to any pool of
impaired assets.

At March 31, 2009, the merchandise trust had apprately $14.6 million in cash and cash equivalefitss amount functions as a
cushion that mitigates the risk of liquidating inmed assets. In evaluating the sufficiency of
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this amount as to its effectiveness in mitigating tisk of liquidating impaired assets, we havestered the net inflows and outflows of cash
into the trust in recent prior periods. These n#lbws and outflows are a function of both salagioations and the corresponding trust
deposits and meeting the criteria for releasingléuotal net cash outflows from the merchandisst fior the three months ended March 31,
2009 were approximately $1.5 million.

Absent a substantial downturn in pre-need saledielieve that the cash and cash equivalent allmecati Merchandise Trust assets is
sufficient to mitigate the risk of liquidating imjped assets in the near future.

2009 Expense Reduction Initiative

So that we may help protect our cash balanceseatid distributions, we have recently instituted 2009 Expense Reduction
Initiative. This initiative is a proactive measwtesigned to reduce our overall expense base in Bp@@proximately $5.0 million.

We have carefully designed this plan so that tieer® negative impact on our ability to market aetl our merchandise and services or
service the needs of our customer base.
Among the more material components of the 2009 Es@&eduction Initiative are the following:

. reductions in personnel costs by implementing apleyee furlough progran

. reductions in various sales incentive progra

. reductions in various commission overrid

. reductions in advertising expenses;

. reductions in certain corporate overhead ite

Net Income, Operating Cash Flows and Partner Distbutions

The table below details net income, operating éasts and partner distributions made during the¢hmonths ended March 31, 2008
and 2009 respectively:

Three months ended

March 31,
2008 2009
(in thousands)
Net income (loss $ 45€ $ (865)
Operating cash flows (deficit (869) 3,21(
Partner distribution 6,20¢ 6,81:

Cash flows from operations during the three moetited March 31, 2009 ($3.4 million) significantlytpaced our net loss ($0.9
million) during the same period. This is in largatpattributable to the fact that various cashow for payments of amounts due under pre-
need sales contracts were not as of yet recogazeevenues as we had not met the delivery criterigevenue recognition. Although there
no assurance, we expect that the trend of operasisly flows outpacing net income will continue itite foreseeable future.

Segment Reporting and Related Information

In conjunction with our September 2006 acquisithi21 cemeteries and 14 funeral homes from Se@a@oration International and
part of ongoing strategic planning and ongoing ratiniy studies of our potential customers, in thedtquarter of 2007 we reorganized and
disaggregated our single reportable segment iméodistinct reportable segments which are claskdie Cemetery Operations — Southeast,
Cemetery Operations — Northeast, Cemetery Opesatioiest, Funeral Homes, and Corporate.

We chose this level of reorganization and disaggfieg of reportable segments due to the fact thateh reportable segment has
unique characteristics that set it apart from eashkr; b) we have organized our management perbahtieese operational levels; and c) this
is the level at which our chief decision makers atiger senior management evaluate performance.
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Our Funeral Homes segment offers a range of fummelalled services such as family consultationréimeoval 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 setgmen

The cemetery operations segments sell intermelnissigaskets, burial vaults, cremation niches, erarknd other cemetery related
merchandise. The nature of our customers diffeemh of our regionally based cemetery operatiggneats. Cremation rates in the West
region are substantially higher than they are énSbutheast region. Rates in the Northeast regimhto 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 arity due to these differences in customer
attributes along with the previously mentioned nggmaent structure and senior management analysiodabgies.

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

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caaditind results of operations are based upon storigal consolidated financial
statements. We prepared these financial staterireatsmformity with accounting principles generadlgcepted in the United States of
America. The preparation of these financial stat@sesquired us to make estimates, judgments auhgrions that affected the reported
amounts of assets and liabilities at the datebefihancial statements and the reported amournsvehues and expenses during the reporting
periods. We based our estimates, judgments andhasisms on historical experience and known factb aher assumptions that we believed
to be reasonable under the circumstances. In fpenieds, we expect to make similar estimates,juglgs and assumptions on the same |
as we have historically. Our actual results in fetperiods may differ from these estimates undéerdint assumptions and conditions. We
believe that the following accounting policies stimates had or will have the greatest potentigleiot on our condensed consolidated
financial statements for the periods discussedf@nfiiture periods.

Revenue Recognition

We sell our merchandise and services on both aeed-and pre-need basis. Allreted sales are recognized as revenues and redoi
earnings at the time that merchandise is delivaretiservices are performed.

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

Revenues from pre-need sales of cemetery interrigdiis in unconstructed burial property, such assoseum crypts and lawn crypts
are recognized using the percentageafipletion method of accounting, with no revenuiadpeecognized until at least 10% of the salesg
has been received. The percentage-of-completiohadaif accounting requires us to make certain egéimas of our reporting dates. These
estimates are made based upon information avaiddlilee reporting date and are updated on a spéaéfntification method at the end of e
reporting period. Periodic earnings are calculétesked 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 expevse defer certain pre-need cemetery and preadsfumeral direct obtaining costs
that vary with and are primarily related to the @isdion of new pre-need cemetery and prearrangedril business until such time that the
associated revenue is recognized.

Accounts Receivable Allowance for Cancellations

At the time of a pre-need sale, we record an adamaeivable in an amount equal to the total catvalue less any cash deposit paid
net of an estimated allowance for cancellations.

The allowance for cancellations is established dag®n our estimate of expected cancellations &tdrital experiences and is
currently approximately 10% of total contract vauEButure cancellation rates may differ from thisrent estimate. We will continue to
evaluate cancellation rates and will make changéiset estimate should the need arise. Actual claticgls did not vary significantly from the
estimates of expected cancellations at Decembex@®I8 and March 31, 2009, respectively.
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Merchandise Trust Assets

Assets held in our merchandise trusts are cartiéaravalue. Any change in unrealized gains arsbés are reflected in the carrying
value of the assets and is recognized as defezxethue. Any and all investment income streamsuidiey interest, dividends or gains and
losses from the sale of trust assets are offsébstgdeferred revenue until such time that we @elthe underlying merchandise. Investment
income generated from our merchandise trust isidted in Cemetery revenues — investment and other.

We evaluate whether or not the assets in the medtbatrust have an other-than-temporary impairroard 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 and concerns related to the specifigeisdf a loss is considered to be other-themporary, the cost basis of the security is adfi
downward to its market value.

Any reduction in the cost basis of assets helduiinneerchandise trust due to an other-than-tempamgpairment is offset against
deferred revenue.

Perpetual Care Trust Assets

Pursuant to state law, a portion of the proceeantn 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 trust are carriediavélue. Any change in unrealized gains and ksse reflected in the carrying value of
the assets and is offset against perpetual casedoupus.

We evaluate whether or not the assets in our pespeaire trust have an other-than-temporary impaitron a security-by-security
basis. This assessment is made based upon a nafrtsiteria including the length of time a secuftigs been in a loss position, changes in
market conditions and concerns related to the Bpéssuer. If a loss is considered to be othenttemporary, the cost basis of the security is
adjusted downward to its market value.

Any reduction in the cost basis of assets helduiinpgrpetual care trust due to an other-than-teargompairment is offset against
perpetual care trust corpus. There is no impa&asnings.

I mpairment of Long-Lived Assets

We monitor the recoverability of long-lived assétsluding cemetery property, property and equiphaerd other assets, based on
estimates using factors such as current markeeyélture asset utilization, business and reguattimate and future undiscounted cash
flows expected to result from the use of the rel@ssets. Our policy is to evaluate an asset fpairment when events or circumstances
indicate that a long-lived asset’s carrying valueymot be recovered. An impairment charge is rembtd write-down the asset to its fair
value if the sum of future undiscounted cash flismless than the carrying value of the asset.

Property and Equipment

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

Buildings and improvemen 10 to 40 yeal
Furniture and equipme 5to 10 yeat
Leasehold improvemen over the term of the lea

These estimates could be impacted in the futurehbyges in market conditions or other factors.

Income Taxes

Our corporate subsidiaries are subject to bothrédamd state income taxes. We record deferreddagts and liabilities to recognize
temporary differences between the bases of agsétsadilities in our tax and GAAP balance sheetd for federal and state net operating
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 realizabfature periods.
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In evaluating our ability to recover deferred t@sets, we consider all available positive and megavidence, including our past
operating results, recent cumulative losses andavacast of future taxable income. In determirfungire taxable income, we make
assumptions for the amount of taxable income, ¢lensal of temporary differences and the implemimaf feasible and prudent tax
planning strategies. These assumptions require oeke judgments about our future taxable inconteame consistent with the plans and
estimates we use to manage our business. Any feductestimated future taxable income may requé¢o record an additional valuation
allowance against our deferred tax assets. Anéserén the valuation allowance would result in aiddal income tax expense in the period
and could have a significant impact on our futlamangs.

As of December 31, 2008, our taxable corporateidig®es had a federal net operating loss carryo¥approximately $66.2 million,
which will begin to expire in 2019 and a state ogérating loss carry-forward of approximately $B0rhillion, a portion of which expires
annually through 2028. Our ability to use such fatleet operating losses may be limited by chamng#se ownership of our units deemed to
result in an “ownership change” under the appliegisbvisions of the Internal Revenue Code of 188G mended.

For additional information about, among other tlsingur pre-need sales, at-need sales, trustingreesents, cash flow, expenses and
operations, please see Management’s DiscussioAmalgsis of Financial Condition and Results of Ggiiems and financial statements and
notes thereto included in our Annual Report on FafK for the fiscal year ended December 31, 20@iBaur other reports and statements
filed with the SEC.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141ideev2007)Business Combinatiof$SFAS 141R”). SFAS 141 R requires that
acquirers in a business combination identify amdm at fair value all of the assets and liab#iteequired as well as any non-controlling
interest resulting from such business combinat@eodwill will be recognized when the fair valueaminsideration paid or transferred to the
acquiree plus the fair value of any non-controllinggrest exceeds the fair value of identified tsaequired less the fair value of liabilities
assumed. A gain from a bargain purchase will begeized when the fair value of consideration paittansferred to the acquiree plus the
fair value of any non-controlling interest is lekan the fair value of identified assets acquiesss Ithe fair value of liabilities assumed. Gains
from bargain purchases will be recognized in eg®in the period in which the acquisition occuBAS 141 R also requires that costs
incurred in a business transaction be recorded as@ense as opposed to part of the cost of thasagn.

There are three options with regards to accumuletsts incurred and currently capitalized for asijjiins that had not as of yet been
finalized prior to the adoption of SFAS 141R:

. Immediately expense such cos
. Continue to carry such costs as an asset and inategdexpense such costs upon the adoption of SEFASR.

. Account for the change as a change in accountimgipte and restate prior year financial statemént®flect these costs as
expenses in the period in which they occur

We adopted SFAS 141 R as of January 1, 2009. Aeiber 31, 2008, there was approximately $1.4 millioaccumulated
acquisition costs that had been capitalized an@ wetuded in “Other current assets” on our balatwet. These costs have been
expensed in the first quarter of 2009 and are deduin our income statement as part of “Acquisitielated costs”.

In February 2007, the Financial Accounting Stand@dard (“FASB”) issued SFAS No. 198stablishing the Fair Value Option for
Financial Assets and Liabilitie(*"SFAS 159”), to permit all entities to choose teat to measure eligible financial instrumentsat ¥alue.
SFAS 159 applies to fiscal years beginning aftevéviaber 15, 2007, with early adoption permitteddorentity that has also elected to apply
the provisions of SFAS No. 15Fair Value Measurement8SFAS 157”). We adopted this guidance effectiveusy 1, 2008 and did not
elect the fair value option for any of our eligilalssets or liabilities as of this date.

In February 2008, the FASB Emerging Issues Taskd-msued EITF Issue No. 07-@¥pplication of the Two-Class Method under
FASB Statement No. 128, Earnings per Share, toévlaghited Partnership(“EITF 07-04"). EITF 07-04 specifies when a madierited
partnership that contains incentive distributiaghts (“IDR’s”) should classify said IDR’s as a segta class of units for which a separate
earnings per unit calculation should be made. Wagamy adopted EITF 07-04 in the first quarter d20The adoption of EITF 07-04 has
no impact on the calculation of earnings per sharallocated to common unit holders.
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In December 2007, the FASB issued SFAS No. Nafcontrolling Interests in Consolidated Financ&htement—amendments of
ARB No. 51 (“SFAS 160"). SFAS 160 states that actimg and reporting for minority interests will becharacterized as non-controlling
interests and classified as a component of eqBBAS 160 applies to all entities that prepare clidesied financial statements, except not-for-
profit organizations, but will affect only thosetities that have an outstanding non-controllingiiast in one or more subsidiaries or that
deconsolidate a subsidiary. We adopted this guilaffective January 1, 2009. This adoption causen veclassify amounts previously
shown as “Non-controlling interests in perpetuakdausts” to “Perpetual care trust corpasit to include this amount in total liabilitiestrat
than as a “Commitment and contingency” The adoptithis standard had no effect on our financiaifion, results of operations or
liquidity.

In December 2008, the FASB issued FASB Staff RosiNo. FAS 140-4 and FIN 46 (R)-Bjsclosures by Public Entities (Enterprises)
about Transfers of Financial Assets and Interastgariable Interest Entitie€ FSP FAS 140-4"). FSP FAS 140-4 requires publititess to
provide additional disclosures about transferdraricial assets. It also requires public enterpriseluding sponsors that have a variable
interest in a variable interest entity, to provatilitional disclosures about their involvement wistiable interest entities. We adopted this
guidance effective January 1, 2009. This adoptexhio effect on our financial position, result®opérations or liquidity.

In December 2008, the FASB issued FASB Staff RosiNo. FAS 157-3Determining the Fair Value of a Financial Asset \Wllee
Market for that Asset is Not Acti(“FSP FAS 157-3"). The purpose of FSP FAS Bb#as to clarify the application of SFAS 157 fanarke
that is not active. FSP FAS 157-3 did not changeottjective of SFAS 157, which is the determinatibthe price that would be received in
an orderly transaction that is not a forced ligtimaor distressed sale at the measurement daRFRS 157-3 was effective upon issuance,
including prior periods for which financial statemt® had not been issued. Our adoption of FSP FAS31fer the year ended December 31,
2008 had no effect on our financial position, resaf operations or liquidity.
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Results of Operations
The following table summarizes our results of opiere for the periods presented:

Statement of Operations Data:
Revenues

Cemetery
Pre-need merchandis
Pre-need service
Pre-need investment and ott
At-need merchandis
At-need service
At-need investment and ott
Other

Funeral homt
Merchandise
Services

Total

Costs and Expense
Cost of goods solc
Perpetual car
Merchandise
Cemetery expens
Selling expens
General and administrative expel
Corporate overhez
Depreciation and amortizatic
Funeral home expen:
Merchandise
Services
Other
Acquisition related cost
Gain on sale of funeral hon
Interest expens
Income taxe:

Net income (loss

The following table presents supplemental operadiatg for the periods presented:

Operating Data:
Interments performe
Cemetery revenues per interment perfori
Interment rights sold (1
Lots
Mausoleum crypts (including g-construction)
Niches
Total interment rights sol

Number of contracts writte

Aggregate contract amount, in thousands (excluifitegest)
Average amount per contract (excluding inter

Number of pr-need contracts writte

Aggregate pr-need contract amount, in thousands (excludingest
Average amount per g-need contract (excluding intere

Number of e-need contracts writte

Aggregate «need contract amount, in thousal

Average amount per-need contrac

(1) Net of cancellations. Counts the sale of a dc-depth burial lot as the sale of two interment rig
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Three months ended March 31,

2008

2009

(in thousands)

$ 12,02 $  957C
2,24 2,70¢
6,18t 6,75(
8,92 9,704
6,99( 6,53
524 58E
35€ 481
2,38¢ 2,60¢
3,77: 3,65¢
43,41: 42,59¢
1,101 1,00¢
4,62¢ 3,79¢
9,487 9,43¢
8,20¢ 7,82¢
5,22¢ 5,47¢
5,45( 5,36¢€
968 1,31(
981 967
2,221 2,40¢€
1,417 1,42¢
— 1,58¢
— 478
3,104 3,16¢
171 162

$ 45¢ $ (869

Three months ended March 31,

2008 2009
10,54( 9,712
$ 353 $ 3,741
5,73¢ 5,32t
55¢ 564
25¢ 252
6,551 6,147
19,609¢ 20,82¢
$ 44,747 $ 48,44
$ 2271 $  2,32¢
8,35¢ 9,62(
$ 26,820 $ 29,42
$ 320¢ $  3,05¢
11,34( 11,20¢
$ 17,91 $ 19,02
$ 158 $ 1,697



Three Months Ended March 31, 2009 Compared to ThreMonths Ended March 31, 2008
Cemetery Revenues

Cemetery revenues were $36.3 million in the fitsirer of 2009, a decrease of $1.0 million, or 2.@%compared to $37.3 million in
the first quarter of 2008

Pre-need Revenues

Cemetery revenues from pre-need sales, includiegast income from pre-need installment contraatsiavestment income from
trusts, were $19.0 million in the first quarter28f09, a decrease of $1.5 million, or 7.3%, as coethto $20.5 million in the first quarter of
2008.

Cemetery revenues from pre-need sales are recagwizen the underlying merchandise is delivereceovise is performed. Periodic
changes in pre-need revenues is not necessaritaiing of changes in either the volume or prioimgpre-need contracts originated during
the period but rather changes in the timing of wimemchandise is delivered or services are performed

The following table reconciles the value of actsales made plus interest income from pre-needllimstat contracts and investment
income from trusts to cemetery revenues for thegtmonths ended September 30, 2007 and 2008:

Three months ended March 31,

2008 2009
(in thousands)

Total value of contracts writte $ 21,05¢ $ 23,10t
Interest income on p-need sale 1,30¢ 1,50¢
Investment income from merchandise trt 2,29t 1,87
Investment income from perpetual care tr 3,16: 3,37
Subtotal 27,82: 29,85¢
Increase in deferred revenues on s (6,097 (9,996
Increase in deferred revenues on merchandiseitrestment incom (1,277) (83¢)
Pre-need revenue $ 20458 $ 19,02

The total value of contracts written increased By$nillion, or 9.5%, to $23.1 million in the firguarter of 2009 as compared to $21.1
million during the same period last year. Majorgases included grave openings and closings ($illionyy vaults ($0.8 million) and
markers ($0.6 million). The increases were pringaélated to an increase in the value of contraciiéen at cemeteries acquired in 2007 and
2008.

Interest income on pre-need sales increased $0iambr 15.3%, to $1.5 million in the first quartof 2009 as compared to $1.3
million during the same period last year. The iaseewas primarily due to the increased volume lesand accounts receivable outstanding.

Investment income from the merchandise trust deektay $0.4 million, or 17.4%, to $1.9 million imetfirst quarter of 2009 as
compared to $2.3 million during the same periotlyasr. The decrease was primarily due to a deeri@abhe average cost basis of trust as
during the three months ended March 31, 2009 assmupto the same period last year.

Investment income from the perpetual care truseimsed by $0.2 million, or 6.3%, to $3.4 milliontie first quarter of 2009 as
compared to $3.2 million during the same periotiyasr. The increase was primarily due to a shigbtease on the yield in average invested
assets during the three months ended March 31, 20@®mpared to the same period last year.
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At-need Revenues

Cemetery revenues from at-need sales increasedlligh, or 2.4%, to $16.8 million in the first quter of 2009 as compared to $16.4
million during the same period last year. Majorgwses included markers and bases ($0.7 milliocshheausoleums ($0.2 million) offset by a
reduction in grave openings and closings ($0.4ionijl The increases were primarily related to amease in sales at cemeteries acquired in
2007 and 2008.

Other Revenues

Other cemetery revenues increased by $0.1 milio25.0%, to $0.5 million during the first quartér2009 as compared to $0.4 million
during the same period last year.

Operating Expenses
Costs of Goods Sold

Cost of goods sold was $4.8 million in the firsager of 2009, a decrease of $0.9 million, or 15.8%compared to $5.7 million during
the same period last year. As a percentage of egynetvenues, cost of goods sold was 13.2% initbeqfuarter of 2009 a decrease of 2.1

points from 15.3% in the same period last year. dé@ease in cost of goods sold as a percentagenudtery revenue was attributable to a
change in product mix delivered during the firsadar of 2009 as compared to the same period ¢t y

Selling Expense

Total selling expense was $7.8 million in the foistarter of 2009, a decrease of $0.4 million, 8f4.as compared to $8.2 million in the
same period last year. The decrease was primarédytala decrease in other personnel costs ($0li@myiand advertising ($0.1 million). Sal
commissions as a percentage of pre-need revenue$dnEdo for the three months ended March 31, 26®mpared to 15.6% during the
same period last year. This decrease was primzailged by a decrease in commission rates paidordance with our 2009 Expense
Reduction Initiative.

Cemetery Expense

Cemetery expense was $9.4 million in the first teraosf 2009, a decrease of $0.1 million, or 1.1%c@mpared to $9.5 million in the
same period last year. The slight decrease wasaphjndue to a corresponding slight decrease ihdasts ($0.1 million). Most other costs
were essentially flat.

General and Administrative Expense

General and administrative expense was $5.5 miitidhe first quarter of 2009, an increase of $@ilion, or 5.8%, as compared to
$5.2 million in the same period last year. The éase was primarily attributable to an increasenparate insurance ($0.2 million) and
professional fees ($0.1 million).

Funeral Home Revenues and Expenses

Funeral home revenues were $6.3 million in the §rsmrter of 2009, an increase of $0.1 million1d%, as compared to $6.2 million in
the same period last year. This was primarily duiaé implementation of new product offerings, glavith a small price increase, offset by a
decrease in the overall death rate.

Funeral home expenses were $4.8 million in the dusirter of 2009, an increase of $0.2 million4d%, as compared to $4.6 million
the same period last year which was related t@#eember 2007 acquisition of 30 funeral homes.

Overall operating profits from funeral homes wetes$million in the first quarter of 2009, a slightcrease of $0.1 million, or 6.7%, as
compared to $1.6 million during the same period yasr.

Corporate Overhead

Corporate overhead was $5.4 million in the firsager of 2009, a decrease of $0.1 million, or 1.8%¢compared to $5.5 million during
the same period last year. The decrease was piymalated to a decrease in unit-based compensetists ($0.2 million).
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Depreciation and Amortization

Depreciation and amortization was $1.3 millionhe first quarter of 2009, an increase of $0.3 onillior 30.0%, as compared to $1.0
million during the same period last year. The iasewas primarily due to increased depreciatiocemneteries acquired in 2008.

Acquisition related costs

Effective January 1, 2009, we adopted StatemeRtr@ncial Accounting Standards 141 (RBUsiness Combinatiorig“SFAS 141
R”). Amongst other things, SFAS 141 R changed thesrrelated to acquisition costs (i.e. legal fesesbhat these costs are expensed as
incurred rather than capitalized as part of the obthe acquisition.

At December 31, 2008, we had $1.4 million in acclatad costs that related to acquisitions that hatdae of yet been completed. These
costs were included in “Other current assets” anbalance sheet. SFAS 141 R required us to exghase costs upon our adoption of the
standard. SFAS 141 R further provided us with thigon of either restating prior year financial staents by allocating these amounts to the
year in which they were incurred or recording dliheese expenses in the first quarter of 2(

We chose the option of recording all of the expsrisehe first quarter of 2009. Accordingly, “Acgition related costs” of $1.6 million
included in our operating profit during the firstagter of 2009 includes $1.4 million of costs irregrand paid in prior years and $0.2 million
of costs incurred in the first quarter of 2009.

Operating profit

Operating profit was $2.0 million in the first qterof 2009, a decrease of $1.7 million, or 45.8%¢compared to $3.7 million during
same period last year. The decrease was primanilged by the $1.6 million in acquisition relatedtsaecorded during the first quarter of
2009 along with a $0.8 million decrease in reveraféset by a $0.7 million decrease in other opegxpenses.

The decrease in revenues was primarily driven bipemrease in the change in deferred revenues enged sales. We deferred $10.0
million of pre-need sales during the first quad&R009 compared to $6.1 million during the firsiagter of 2008.

The decrease in operating expenses was primarilyechby a $1.0 million decrease in cost of goottf s0$0.4 million decrease in
selling expenses offset by a $0.3 increase in befiieciation and amortization and general and adtrative expenses and a $0.2 million
increase in funeral home expenses, all of whichdeeussed above.

Other income and expenses
We sold a single funeral home during the three moehded March 31, 2009. The gain on sale was gippately $0.5 million.

I nterest Expense

Interest expense was $3.2 million in the first geraof 2009, an increase of $0.1 million, or 3.2% compared to $3.1 million in the
same period last year. The increase was primawiéytd an increase in the average amount of outsiguoebt outstanding during the period.

Provision (Benefit) for Income Taxes
The provision for income taxes was approximately2$illion in both the first quarter of 2009 and08) respectively.

Net Income(loss)

We had a net loss of $0.9 million during the fogsrter of 2009 compared to net income of $0.5i@nilduring the same period last yi
The decrease was primarily caused by the $1.4amition-cash charge for previously capitalized &ition related costs, $0.2 million in
acquisition expenses incurred during the first terasf the year and a $0.1 decrease in operatiofifpoffset by a $0.5 million gain on the
sale of a funeral home, all of which are discussmale.

Segment Discussion

Revenues, operating earnings and earnings befaee #dl increased for Cemetery Operations —SoutlaeasCemetery Operations-
Northeast in the first quarter of 2009 as compéaoetie same period last year primarily due to gpoading increases from cemetel
acquired in 2007 and 2008. Revenues from Funerald$dncreased in the three months ended MarchOB®B, & compared to the same
period last year while operating earnings weretikagdly flat and earnings before taxes slightly @éesed. The decrease in earnings before
was attributable to increased depreciation and timation on Funeral Homes acquired in 2007 and 2B@¥enues, operating earnings and
earnings before taxes for Cemetery Operations-\l&geased in the first quarter of 2009 compardgddsame period last year due to a slight
decrease in sales and related expenses.
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Liquidity and Capital Resources
Overview

Our primary short-term liquidity needs are to fugeheral working capital requirements, repay ouieSek notes, service our debt and
make routine maintenance capital improvements. \lleeed additional liquidity to construct mausate@and lawn crypts on the grounds of
our cemetery properties.

Our primary sources of liquidity are cash flow fraperations and amounts available under our cfadiiities as described below. In
the past, we have been able to increase our ligutdiough long-term bank borrowings and the isseasf additional common units and other
partnership securities, including debt, subjed¢h®restrictions in our credit facility and under genior secured notes. Current economic
conditions make it difficult for companies to obtdunding in either the debt or equity markets. Theaent constraints in the capital markets
may affect our ability to obtain funding throughanborrowings or the issuance of equity in the pulbdarket or may significantly increase
cost to obtain such funding.

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

In addition to macroeconomic conditions, our apitd satisfy our debt service obligations, fundnplad capital expenditures, make
acquisitions and pay distributions to partners dépend 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.

Long-Term Debt

On April 30, 2009, we entered into the Second Ammesct to Amended and Restated Credit Agreement 8yaarong us and certain of
our subsidiaries, the lenders, and Bank of AmeRNtA., as Administrative Agent (the “Second Amendhtie In connection with the Second
Amendment, on April 30, 2009, we also entered thtioSecond Amendment to Amended and Restated Notbdse Agreement by and
among us and certain of our subsidiaries and thehotders (the “Second Amendment to NPA”).

The following is a summary of the material provisoof the foregoing agreements. This summary i$ifggdhin its entirety by reference
to the Second Amendment and the Second Amendm&RR4Ag which are incorporated by reference in tleaitirety herein and copies of
which are incorporated by reference into this QaréytReport on Form 10-Q as Exhibits 10.1 and 1@&pectively. Capitalized terms which
are not defined in this Quarterly Report on Form@6hall have the meanings assigned to such terihe iSecond Amendment and Second
Amendment to NPA or the Credit Agreement and theeNRurchase Agreement, as applicable.

Reference is also made to the description of therddad and Restated Credit Agreement, as amendith@mended and Restated
Note Purchase Agreement, as amended, in Paremh, Tt of the Annual Report on Form-K for the fiscal year ended December 31, 2008,
which description is incorporated by reference imere

Credit Agreement

The Second Amendment amended certain terms of then8led and Restated Credit Agreement, dated AdgUR007 (the “A&R
Credit Agreement”), as amended by the First AmendrieeAmended and Restated Credit Agreement datee@iber 2, 2007 (together with
the A&R Credit Agreement, the “Credit AgreemeniThe Credit Agreement provided for a $65 millionisesecured credit facility
consisting of a $25 million Revolving Credit Fatiland a $40 million Acquisition Facility.

The Second Amendment amended the Credit Agreemgairtong other matters, increase (i) the Revol@regdit Facility to a maximum
aggregate principal amount of $35 million with #iglity to request further increases in a maximwygragate principal amount of $10
million, and (ii) the Acquisition Facility to a marum aggregate principal amount of $102.85 millisth the ability to request further
increases in a maximum aggregate principal amoudbd million, subject to a minimum increase amooin$5 million.

Loans outstanding under the Credit Agreement bdszést at a per annum rate based upon a bagghet®ase Rate”) or a Eurodollar
rate (the “Eurodollar Rate”) plus a margin rangirgn 0% to .75% over the Base Rate and 2.25% t698.@ver the Eurodollar rate, as
selected by the Borrowers. The Base Rate was tfieehbf (a) the Federal Funds Rate plus 0.5% ath@o)prime rate” as set by Bank of
America. The Eurodollar Rate equaled the Britishias Association LIBOR Rate. Margin was determibgdhe ratio of consolidated
funded debt to consolidated EBITDA of the Company.
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The Second Amendment amended the definitions oB#se Rate, Eurodollar Rate and Applicable Rate.dédfinition of the Base Rate
was amended to mean the rate per annum equal toghest of: (i) the Prime Rate, (i) the sum d&%. plus the Federal Funds Rate and
(iii) except during a period when the Eurodollanieat be determined, the Eurodollar Rate plus 1.006er the Second Amendment, with
respect to a Eurodollar Rate Loan, the EurodolkteRneans the rate per annum equal to the grefa{@rtbe British Bankers Association
LIBOR Rate (“BBA Libor”) or, if such rate is not ailable, the rate determined by Bank of America.Nas the administrative agent, subject
to certain conditions, and (ii) 2.00%. With respiech Base Rate Loan, the Eurodollar Rate meanBBlAeLibor or, if such rate is not
available, the rate determined by Bank of Ameri¢a., subject to certain conditions.

The Applicable Rate on Eurodollar Rate Loans antkk®f Credit Fees was increased to a percentagarmum ranging from 3.25%
4.25% and the Applicable Rate on Base Rate Loassmeaeased to a range from 2.25% to 3.25%, basedioConsolidated Leverage Ra
The Commitment Fee Rate was increased to a rang®&@d% to 0.750%, based on our Consolidated LegeeRatio.

The Second Amendment amended financial covenanisruhe Credit Agreement as follows: (i) for anysiecently completed four
fiscal quarters, Consolidated EBITDA shall not bssl than the sum of $39 million plus 80% of theregate of all Consolidated EBITDA for
each Permitted Acquisition completed after Apri] 3009; (ii) for any most recently completed foiscal quarters ending during the
following years, Consolidated Fixed Charge Coverdgto shall not be less than 1.15x in 2009 thro2@hl and 1.20x in 2012 and
thereafter; (iii) for any most recently completedif fiscal quarters through and including March&110, Consolidated Leverage Ratio shall
not be greater than 3.75 to 1.0, and for any pesfadost recently completed four fiscal quarterdieg thereafter, 3.50 to 1.0; and (iv) for ¢
most recently completed four fiscal quarters endingng the following years, the Maintenance Cdjtitgpenditures shall not exceed $4.2
million in 2009 through 2010, $4.6 million in 20&hd $5.2 million in 2012 and thereafter. The SecaAme&ndment also included various
representations and other provisions customarthitransaction of this nature as well as certaiffarming changes to the Credit
Agreement.

In connection with the Second Amendment, we bortb&3 million under the new Acquisition Facilitymmitments, which, together
with the $17 million of the existing availabilitynder the Acquisition Facility, were used to rep&@ $nillion under the 7.66% Senior Secured
Series A Notes due September 20, 2009 (“Series t#&p In addition, we borrowed $5.4 million undee Revolving Credit Facility, which
was used to pay the accrued interest on the Seidstes, fees to Bank of America, N.A., amendmessfto noteholders under the Second
Amendment to NPA as well as various other feescarstls incurred in connection with these transastion

Note Purchase Agreement

The Second Amendment to NPA amended certain tefiiie dmended and Restated Note Purchase Agreedset] August 15, 2007
(the “A&R NPA"), as amended by the First AmendmenAmended and Restated Note Purchase Agreeméat] Navember 2, 2007
(together with the A&R NPA, the “Note Purchase Agreent”).The Note Purchase Agreement provided for the issuahthe Series A Nott
in the aggregate principal amount of $80 millior84 Series B Senior Secured Notes due Augustdl®, ih the aggregate principal amount
of $35 million (the “Existing Series B Notes"), t8e09% Senior Secured Series C Notes due Decenh@022 in the aggregate principal
amount of $17.5 million (the “Existing Series C Rgt) and authorized the issuance of up to $150anithggregate principal amount of Shelf
Notes.

The Second Amendment to NPA amended the Note Paseohgreement to, among other matters, amend atatedle Existing Series
B Notes and the Existing Series C Notes. The EgsHeries B Notes were amended to increase thregttate to 11.00% (the “Series B
Note¢"). The Existing Series C Notes were amended nbt wnincrease the interest rate to 11.00%, b tdschange the maturity date from
December 21, 2012 to August 15, 2012 (the “Seridot@s”). Under the Second Amendment to NPA, ther@st rate on the Series B Notes
and Series C Notes will be increased by 1.5% peumnduring any period in which any holder of Siédtes is required to maintain, in
respect to the Shelf Notes, reserves in excesgibf 8f the principal amount of the Shelf Notes Haldsuch holder, as a result of a decisic
an insurance regulatory authority having respolisitior valuation of insurance company assets.

Under the Second Amendment to NPA, we are permittégicur indebtedness pursuant to the Credit Agem# Documents not greater
than $137.85 million, consisting of an AcquisitiBacility not to exceed $102.85 million and a RevmivFacility not to exceed $35.0 million,
provided that the Aggregate Credit Facility Cap wil
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be deemed increased up to $180 million and the isitagan Facility Cap increased up to $145 millidmie obtain commitments from
additional lenders for up to $42.15 million witHi20 days of April 30, 2009. The Aggregate Crediiltgg Cap may be increased up to $205
million, with the Acquisition Facility Cap to bedreased up to $160 million and the Revolving Creditility Cap to be increased up to $45
million with the approval of the holders of at leasmajority principal amount of the Shelf Notesigh shall not be unreasonably withheld.

The Second Amendment to NPA included changes téirthacial covenants that were similar to changeth¢ financial covenants
under the Second Amendment as described above.

The Second Amendment to NPA also included variepsasentations and other provisions customanhftransaction of this nature
well as certain conforming changes to the defindicschedules and exhibits of the Note Purchaseehgent.

Cash Flow from Operating Activities.

Cash flows provided by operating activities were238illion for the three months ended March 31,20h increase of $4.1 million, as
compared to a cash deficit of $0.9 million durihng same period last year.

Cash flows from operations during the three moetided March 31, 2009 ($3.2 million) significantiytpaced our net loss ($0.9
million) during the same period. This is in largatpattributable to the fact that various cashowf for payments of amounts due under pre-
need sales contracts were not as of yet recogaizeevenues as we had not as of yet met the deliviéeria for revenue recognition.
Although there is no assurance, we expect thatréimel of operating cash flows outpacing net incavilecontinue into the foreseeable future.

Cash Flow from I nvesting Activities

Net cash used in investing activities was $0.9iamlturing the three months ended March 31, 20@®&caease of $3.0 million, or
76.9%, as compared to $3.9 million during the speménd last year. Cash flows used for investingvéiets during the three months ended
March 31, 2009 were primarily utilized for addit®to cemetery property and equipment.

Cash Flow from Financing Activities

Cash flows from financing activities were $1.1 ioifl during the three months ended March 31, 200®awared to cash used in
financing activities of $0.7 million during the sarperiod last year. Cash flows from financing feg three months ended March 31, 2008
primarily generated by additional net borrowingshgf3 million offset by the payment of partner dizitions of $6.8 million.

Intercreditor and Collateral Agency Agreement

In connection with the closing of the credit fagiland the private placement of the notes we edterte, along with our general partner,
certain of our subsidiaries, the lenders undenthe credit facility, the holders of the notes arahB of America, N.A., as collateral agent, an
intercreditor and collateral agency agreementrggforth the rights and obligations of the part@¢he agreement as they relate to the
collateral securing the new credit facility and Hemior secured notes.

Capital Expenditures

The following table summarizes total maintenangatahexpenditures and expansion capital expenshtuincluding for the constructir
of mausoleums and for acquisitions, for the perjp@sented:

Three months ended March 31,

2008 2009
(In thousand’s)
Maintenance capital expenditul $ 1,63t $ 37¢€
Expansion capital expenditur 2,26: 1,031
Total capital expenditure $ 3,89¢ $ 1,407
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Pursuant to our partnership agreement, in conneatith 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 cotgtnu®©ur general partner, with the concurrencgsofonflicts committee, has the
discretion to determine how to allocate a capitplemditure for the construction of a mausoleum toym lawn crypt between maintenance
capital expenditures and expansion capital experedit In addition, maintenance capital expenditioethe construction of a mausoleum
crypt or a lawn crypt are not subtracted from opiegasurplus in the quarter incurred but rathesubtracted from operating surplus ratably
during the estimated number of years it will talkes¢ll all of the available spaces in the mausoleutawn crypt. Estimated life is determined
by our general partner, with the concurrence ofdtsflicts committee.

Seasonality

The death care business is relatively stable aadigable. Although we experience seasonal incesasdeaths due to extreme weather
conditions and winter flu, these increases havehisborically had any significant impact on ouruks of operations. In addition, we perform
fewer initial openings and closings in the wintdram the ground is frozen.
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Item 6.

Exhibit

Number

10.1

10.2

31.1

31.2

32.1

32.2

Exhibits

Description

Second Amendment to Amended and Restated Credéetgent, dated April 30, 2009, by and among StoneB®t LC,
StoneMor Partners L.P., StoneMor Operating LLCtaierSubsidiaries 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)

Second Amendment to Amended and Restated Note &edkgreement, dated April 30, 2009, by and amdoge®lor 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 Rrgis’'s Current Report on Forn-K filed on May 6, 2009)

Certification pursuant to Exchange Act Rule 13aa)l4f Lawrence Miller, Chief Executive Officer, Bigent and Chairman of
the Board of Director

Certification pursuant to Exchange Act Rule 13aa)4f William R. Shane, Executive Vice Presiderd &hief Financial
Officer

Certification pursuant to Section 906 of the Sadsa@®xley Act of 2002 (18 U.S.C. § 1350) and Excleefgt Rule 13at4(b) of
Lawrence Miller, Chief Executive Officer, Presidemd Chairman of the Board of Directol

Certification pursuant to Section 906 of the Sadsa@®xley Act of 2002 (18 U.S.C. § 1350) and Excleefgt Rule 13at4(b) of
William R. Shane, Executive Vice President and €Rirancial Officer*

* Previously furnishec
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf

by the undersigned thereunto duly authorized.

May 18, 2009

May 18, 2009
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Exhibit 31.1
CERTIFICATION

I, Lawrence Miller, certify that:
1. I have reviewed this Quarterly Report on Forrrt8 of StoneMor Partners L.P.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal
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; and

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, amngtfe@ periods presented in this report.

Date: May 18, 2009

By: /s/ Lawrence Mille
Lawrence Miller
President and Chief Executive Officer
(Principal Executive Officer




Exhibit 31.2
CERTIFICATION
[, William R. Shane, certify that:

1. I have reviewed this Quarterly Report on Forrrt8 of StoneMor Partners L.P.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessal

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; and

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, amngtfe@ periods presented in this report.

Date: May 18, 2009

By: /s/ William R. Shani
William R. Shane
Executive Vice President and Chief Financial
Officer
(Principal Financial Officer




