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EXPLANATORY NOTE

We are filing this Amendment on Form 10-Q/A in conjunction with the
filing of a Registration Statement on Form S-3 (File No. 333-107324). That
Registration Statement incorporates our quarterly report on Form 10-Q for the
quarterly period ended November 30, 2003, originally filed on January 14, 2003
(the "Original Filing"). This Form 10-Q/A amends and restates in its entirety
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our quarterly report on Form 10-Q for the quarterly period ended November 30,
2003.

This Amendment makes certain changes in the form of additional or
supplemental disclosures as follows:

- Part I--Item 1. Financial Information and Notes to
Consolidated Financial Statements, pages 2-16: As described in
Note 2 to the Consolidated Financial Statements, we have
revised our previously reported Consolidated Statements of
Operations for the three months ended November 30, 2003 and
2002 and have made corresponding revisions to the Notes to
Consolidated Financial Statements to make the presentations
required by EITF 02-3. This information was previously shown
in the Consolidated Statements of Operations on a gross basis
in the separately presented line items of "Revenues-liquids

marketing”, "Revenues--other" and "Costs and expenses—--liquids
marketing", and is now presented on a net basis in a single
line item as "Liquids marketing, net". The revisions had no

effect on previously reported Operating Income or Net Income.
In addition, we have provided additional and supplemental
information regarding (i) the recording (loss) of the minority
interests of all partially owned subsidiaries, (ii) a
description of our Costs and Expenses, (iii) quarterly
distributions, (iv) Heritage's buying and selling of
derivative financial instruments and liquids marketing
contracts, and (v) our adoption of EITF 02-3.

- We have revised our previously reported Consolidated Balance
Sheet as of November 30, 2002 and the related Consolidated
Statements of Operations, Other Comprehensive Income (Loss),
Partners' Capital, and Cash Flows for the three months ended
November 30, 2002 and have made corresponding revisions to the
Notes to Consolidated Financial Statements to reflect the
adoption of the fair value recognition provisions of Statement
of Financial Accounting Standards No. 123 Accounting for
Stock-based Compensation (SFAS 123) effective as of September
1, 2002. During the fourth quarter of 2003, Heritage adopted
the fair value recognition provisions following the modified
prospective method of adoption described in Statement of
Financial Accounting Standards No. 148, Accounting for
Stock-Based Compensation - Transition and Disclosure (SFAS
148) . Following adoption, deferred compensation expense that
is recognized will be the same as that which would have been
recognized had the fair value recognition provisions of SFAS
123 been applied to all awards granted under the Restricted
Unit Plan and the Long Term Incentive Plan granted after its
original effective date. Results from prior years have not
been restated. It was our decision to adopt this preferable
method of accounting for our stock-based employee compensation
plans, as we believe it provides a better measurement of our
compensation costs.

- Part I--Item 2. Management's Discussion and Analysis of
Financial Condition and Results of Operations, pages 19-22: We
have revised to provide additional or supplemental disclosures
about results of operations, the terms of our credit
agreements and our long-term debt and other contractual
obligations, our adoption of EITF 02-3, the recording of the
minority interests of all partially owned subsidiaries and
Heritage's buying and selling of derivative financial
instruments. Additionally, we have retitled "EBITDA" as



Edgar Filing: HERITAGE PROPANE PARTNERS L P - Form 10-Q/A

"EBITDA, as adjusted" and made clarifications regarding how we
calculate EBITDA, as adjusted. These revisions did not change
how we calculate EBITDA, as adjusted, and it is calculated in
the same manner as we have historically presented such
information.

- Part I--Item 3. Quantitative and Qualitative Disclosure about
Market Risk, pages 23-25: We have provided additional or
supplemental disclosures about Heritage's buying and selling
of derivative financial instruments and liquids marketing
contracts,

This report continues to speak as of the date of the Original Filing,
and we have not updated the disclosure in this report to speak as of a later
date. All information contained in this report and the Original Filing is

subject to updating and supplementing as provided in our periodic reports filed
with the Securities and Exchange Commission.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

HERITAGE PROPANE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in thousands, except unit data)

(unaudited)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Marketable securities

Accounts receivable, net of allowance for doubtful accounts

Inventories
Assets from liquids marketing
Prepaild expenses and other

Total current assets

PROPERTY, PLANT AND EQUIPMENT, net
INVESTMENT IN AFFILIATES

GOODWILL, net of amortization prior to adoption of SFAS No.

INTANGIBLES AND OTHER ASSETS, net

Total assets

LIABILITIES AND PARTNERS'

CURRENT LIABILITIES:
Working capital facility
Accounts payable
Accounts payable to related companies
Accrued and other current liabilities
Liabilities from liquids marketing
Current maturities of long-term debt

Total current liabilities

LONG-TERM DEBT, less current maturities
MINORITY INTERESTS

142

November 30, August 31,
2002 2002

$ 5,223 $ 4,596
2,559 2,559
57,619 30,898
53,267 48,187
813 2,301
8,451 6,846
127,932 95,387
402,567 400,044
8,072 7,858
156,258 155,735
56,491 58,240
S 751,320 S 717,264
$ 52,800 $ 30,200
56,903 40,929
4,558 5,002
28,505 23,962
772 1,818
22,628 20,158
166,166 122,069
418,607 420,021
3,528 3,564
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Total liabilities

COMMITMENTS AND CONTINGENCIES

PARTNERS' CAPITAL:

Common Unitholders (15,816,347 and 15,815,847 units issued and
outstanding at November 30, 2002 and August 31, 2002,
respectively)

Class C Unitholders (1,000,000 units issued and outstanding at
November 30, 2002 and August 31, 2002)

General Partner

Accumulated other comprehensive loss

Total partners' capital

Total liabilities and partners' capital

The accompanying notes are an integral part of these consolidated
statements.

HERITAGE PROPANE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per unit and unit data)

588,301 545, 654

165,175 173,677

1,496 1,585

(3,652) (3,652

163,019 171,610

S 751,320 S 717,264
financial

Three Months
Ended November 30,

(unaudited)
2002
REVENUES:
Retail fuel $ 84,050
Wholesale fuel 11,348
Liquids marketing, net 707
Other 17,355
Total revenues 113,460
COSTS AND EXPENSES:
Cost of products sold 57,020
Operating expenses 33,392
Depreciation and amortization 9,266
Selling, general and administrative 2,856
Total costs and expenses 102,534
OPERATING INCOME 10,926

$ 83,200
12,593
(3,325)
15,490

60,235
31,844
9,058
2,951
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OTHER INCOME (EXPENSE) :

Interest expense (9,297) (9,2106)

Equity in earnings of affiliates 213 129

Gain on disposal of assets 67 467

Other (278) (98)
INCOME (LOSS) BEFORE MINORITY INTERESTS 1,631 (4,848)

Minority interests (127) 69
NET INCOME (LOSS) 1,504 (4,779)
GENERAL PARTNER'S INTEREST IN NET

INCOME (LOSS) 233 168
LIMITED PARTNERS' INTEREST IN NET INCOME (LOSS) S 1,271 S (4,947)
BASIC NET INCOME (LOSS) PER LIMITED PARTNER UNIT S 0.08 S (0.32)
BASIC AVERAGE NUMBER OF UNITS OUTSTANDING 15,816,347 15,644,580
DILUTED NET INCOME (LOSS) PER LIMITED PARTNER UNIT S 0.08 S (0.32)
DILUTED AVERAGE NUMBER OF UNITS OUTSTANDING 15,848,698 15,644,580

The accompanying notes are an integral part of these consolidated financial

statements.

HERITAGE PROPANE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands, unaudited)

Three Months Ended
November 30,

Net income (loss) S 1,504

Other comprehensive income (loss)
Reclassification adjustment for losses or
gains on derivative instruments included

in net income -

Change in value of available-for-sale

securities _

S (4,779)



Edgar Filing: HERITAGE PROPANE PARTNERS L P - Form 10-Q/A

Comprehensive income (loss)

RECONCILIATION OF ACCUMULATED OTHER COMPREHENSIVE LOSS

Balance, beginning of period

Current period reclassification
earnings
Current period change

Balance, end of period

The accompanying notes are an

$  (3,652) $ (6,541

to

integral part of these consolidated financial
statements.

HERITAGE PROPANE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF PARTNERS' CAPITAL
(in thousands, except unit data)

BALANCE, AUGUST 31, 2002

Unit distribution

Conversion of phantom units

Other

Net change in accumulated other
comprehensive income per

accompanying statements

Net income

BALANCE, NOVEMBER 30, 2002

The accompanying notes are an

(unaudited)

Number of Units

15,815,847 1,000,000 S 173,677
- - (10,082)
500 - -

- - 309

General
Partner

$ 1,585

(322)

integral part of these consolidated financial
statements.
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HERITAGE PROPANE PARTNERS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)

Reconciliation of net income (loss) to net cash provided by
(used in) operating activities-

Depreciation and amortization

Provision for loss on accounts receivable

Gain on disposal of assets

Deferred compensation on restricted units and long-term
incentive plan

Undistributed earnings of affiliates

Minority interests

Changes in assets and liabilities, net of effect of acquisitions:
Accounts receivable
Inventories
Assets from liquids marketing
Prepaid and other expenses
Intangibles and other assets
Accounts payable
Accounts payable to related companies
Accrued and other current liabilities
Liabilities from liquids marketing

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid for acquisitions, net of cash acquired
Capital expenditures
Proceeds from the sale of assets

Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings
Principal payments on debt
Unit distributions
Other
Net cash provided by financing activities
INCREASE IN CASH AND CASH

EQUIVALENTS

CASH AND CASH EQUIVALENTS, beginning of period

Three Months Ended
November 30,

$ 1,504

S (4,77
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CASH AND CASH EQUIVALENTS, end of period S 5,223 $ 8,17

NONCASH FINANCING ACTIVITIES:
Notes payable incurred on noncompete agreements S 519 $ 16

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION::
Cash paid during the period for interest S 7,247 $ 7,74

The accompanying notes are an integral part of these financial statements

5

HERITAGE PROPANE PARTNERS, L.P. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in thousands, except unit and per unit data)
(unaudited)

1. OPERATIONS AND ORGANIZATION:

The accompanying financial statements should be read in conjunction with the
consolidated financial statements of Heritage Propane Partners, L.P. and
subsidiaries (the "Partnership") as of August 31, 2002, and the notes thereto
included in the Partnership's consolidated financial statements included in Form
10-K as filed with the Securities and Exchange Commission on November 27, 2002.
The accompanying financial statements include only normal recurring accruals and
all adjustments that the Partnership considers necessary for a fair
presentation. Due to the seasonal nature of the Partnership's business, the
results of operations for interim periods are not necessarily indicative of the
results to be expected for a full year.

In order to simplify the Partnership's obligations under the laws of several
jurisdictions in which it conducts business, the Partnership's activities are
conducted through a subsidiary operating partnership, Heritage Operating, L.P.
(the "Operating Partnership"). The Partnership and the Operating Partnership are
collectively referred to in this report as "Heritage." At November 30, 2002, the
Operating Partnership sold propane and propane-related products to more than
600,000 active residential, commercial, industrial, and agricultural customers
in 28 states. Heritage is also a wholesale propane supplier in the southwestern
and southeastern United States and in Canada, the latter through participation
in MP Energy Partnership. MP Energy Partnership is a Canadian partnership, in
which Heritage owns a 60% interest, engaged in supplying Heritage's northern
U.S. locations and lower-margin wholesale distribution. Heritage buys and sells
financial instruments for its own account through its wholly owned subsidiary,
Heritage Energy Resources L.L.C. ("Resources").

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND BALANCE SHEET DETAIL:
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements of the Partnership include the accounts of
its subsidiaries, including the Operating Partnership, MP Energy Partnership,
Heritage Service Corp., Guilford Gas Service, Inc., and Resources. A minority
interest liability and minority interest expense is recorded for all partially
owned subsidiaries. Heritage accounts for its 50% partnership interest in
Bi-State Propane, a propane retailer in the states of Nevada and California,
under the equity method. All significant intercompany transactions and accounts
have been eliminated in consolidation. For purposes of maintaining partner



Edgar Filing: HERITAGE PROPANE PARTNERS L P - Form 10-Q/A

capital accounts, the Partnership Agreement of Heritage Propane Partners, L.P.
specifies that items of income and loss shall be allocated among the partners in
accordance with their percentage interests. Normal allocations according to
percentage interests are made, however, only after giving effect to any priority
income allocations in an amount equal to the incentive distributions that are
allocated 100% to the General Partner. On February 4, 2002, at a special meeting
of the Partnership's Common Unitholders, the Common Unitholders approved the

substitution of U.S. Propane, L.P. ("U.S. Propane") as the successor General
Partner of the Partnership and the Operating Partnership, replacing Heritage
Holdings, Inc. ("Heritage Holdings"). At November 30, 2002, U.S. Propane's

1.0101% general partner interest in the Operating Partnership was accounted for
in the consolidated financial statements as a minority interest. For the three
months ended November 30, 2001, the 1.0101% general partner interest of the
former General Partner, Heritage Holdings, and U.S. Propane's 1.0101% limited
partner interest in the Operating Partnership were accounted for in the
consolidated financial statements as minority interests.

REVENUE RECOGNITION

Sales of propane, propane appliances, parts, and fittings are recognized at the
later of the time of delivery of the product to the customer or the time of sale
or installation. Revenue from service labor is recognized upon completion of the
service and tank rent is recognized ratably over the period it is earned. The

Partnership does not separately charge shipping and handling costs to customers.

COSTS AND EXPENSES

Costs of products sold include actual cost of fuel sold adjusted for the effects
of qualifying cash flow hedges, storage fees and inbound freight, and the cost
of appliances, parts, and fittings. Operating expenses include all costs
incurred to provide products to customers, including compensation for operations
personnel, insurance costs, vehicle maintenance, advertising costs, shipping and
handling costs, purchasing costs, and plant operations. Selling, general and
administrative expenses include all corporate expenses and compensation for
corporate personnel.

ACCOUNTS RECEIVABLE

Heritage grants credit to its customers for the purchase of propane and
propane-related products. Accounts receivable consisted of the following:

November 30, August 31,
2002 2002
Accounts receivable $ 60,129 S 33,402
Less - allowance for doubtful accounts 2,510 2,504
Total, net $ 57,619 S 30,898

The activity in the allowance for doubtful accounts consisted of the following:

For the three months ended

10
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November 30, November 30,
2002 2001
Balance, beginning of the period S 2,504 S 3,576
Provision for loss on accounts receivable 234 350
Accounts receivable written off, net of
recoveries (228) (359)
Balance, end of period S 2,510 S 3,567
INVENTORIES

Inventories are valued at the lower of cost or market. The cost of fuel
inventories is determined using weighted-average cost of fuel delivered to the
customer service locations and includes storage fees and inbound freight costs,
while the cost of appliances, parts, and fittings is determined by the first-in,
first-out method. Inventories consisted of the following:

November 30, August 31,
2002 2002
Fuel $ 43,751 S 38,523
Appliances, parts and fittings 9,516 9,664
Total inventories $ 53,267 S 48,187

RECLASSIFICATIONS

Certain prior period amounts have been reclassified to conform with the November
30, 2002 presentation. These reclassifications have no impact on net income or
net assets.

INCOME (LOSS) PER LIMITED PARTNER UNIT

Basic net income (loss) per limited partner unit is computed by dividing net
income (loss), after considering the General Partner's interest, by the weighted
average number of Common Units outstanding. Diluted net income (loss) per
limited partner unit is computed by dividing net income, after considering the
General Partner's interest, by the weighted average number of Common Units
outstanding and the weighted average number of restricted units

7

("Phantom Units") granted under the Restricted Unit Plan. A reconciliation of
net income (loss) and weighted average units used in computing basic and diluted
net income (loss) per unit is as follows:

Three Months Ended
November 30,

11
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2002 2001
BASIC NET INCOME (LOSS) PER LIMITED PARTNER UNIT:
Limited Partners' interest in net income (loss) S 1,271 S (4,947)
Weighted average limited partner units __ifififiifz __iflffflff?
Basic net income (loss) per limited partner unit S 0.08 S (0.32)

Three Months Ended
November 30,

2002 2001

DILUTED NET INCOME (LOSS) PER LIMITED PARTNER UNIT:
Limited partners' interest in net income (loss) S 1,271 S (4,947)
Weighted average limited partner units 15,816,347 15,644,580
Dilutive effect of phantom units (a) 32,351 -
Weighted average limited partner units, assuming

dilutive effect of phantom units 15,848,698 15,644,580
Diluted net income (loss) per limited partner unit S 0.08 S (0.32)

(a) For the three months ended November 30, 2001, 41,900 phantom units were
excluded from the calculation of diluted net loss as such units were
anti-dilutive due to the net loss for the period.

QUARTERLY DISTRIBUTIONS OF AVAILABLE CASH

The Partnership Agreement requires that the Partnership will distribute all of
its Available Cash to its Unitholders and its General Partner within 45 days
following the end of each fiscal quarter, subject to the payment of incentive
distributions to the holders of Incentive Distribution Rights to the extent that
certain target levels of cash distributions are achieved. The term Available
Cash generally means, with respect to any fiscal quarter of the Partnership, all
cash on hand at the end of such quarter, plus working capital borrowings after
the end of the quarter, less reserves established by the General Partner in its
sole discretion to provide for the proper conduct of the Partnership's business,
to comply with applicable laws or any debt instrument or other agreement, or to
provide funds for future distributions to partners with respect to any one or
more of the next four quarters. Available Cash is more fully defined in the
Partnership Agreement.

Prior to the Special Meeting on February 4, 2002, distributions by the
Partnership in an amount equal to 100% of Available Cash were made 97% to the
Common Unitholders, 1.0101% to U.S. Propane for its limited partner interest in
the Operating Partnership, and 1.9899% to the former General Partner, Heritage
Holdings. After the approval by the Common Unitholders of the substitution of

12
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U.S. Propane as the General Partner, distributions by the Partnership in an
amount equal to 100% of Available Cash will generally be made 98% to the Common
Unitholders and 2% to the General Partner, subject to the payment of incentive
distributions to the holders of Incentive Distribution Rights to the extent that
certain target levels of cash distributions are achieved.

On October 15, 2002, a quarterly distribution of $0.6375 per unit, or $2.55
annually, was paid to Unitholders of record at the close of business on October
8, 2002 and to the General Partner for its general partner interest in the
Partnership, its minority interest, and its Incentive Distribution Rights. On
December 18, 2002, the Partnership declared a cash distribution for the first
quarter ended November 30, 2002 of $0.6375 per unit, or $2.55 per unit annually,
payvable on January 14, 2003 to Unitholders of record at the close of business on
December 30, 2002. These quarterly distributions include incentive distributions
payvable to the General Partner to the extent the quarterly distribution exceeds
$0.55 per unit. The total amount of distributions for the first quarter ended
November 30, 2002 on Common Units, the general partner interests and the
Incentive Distribution Rights totaled $10.1 million, $0.2 million and $0.2
million, respectively. All such distributions were made from Available Cash from
Operating Surplus.

STOCK BASED COMPENSATION PLANS

During the fourth quarter of 2003, Heritage adopted the fair value recognition
provisions of Statement of Financial Accounting Standards No. 123 Accounting for
Stock-based Compensation (SFAS 123) effective as of September 1, 2002. Heritage
adopted the fair value recognition provisions following the modified prospective
method of adoption described in Statement of Financial Accounting Standards No.
148, Accounting for Stock-Based Compensation - Transition and Disclosure (SFAS
148) . Following adoption, deferred compensation expense that is recognized in
the financial statements will be the same as that which would have been
recognized had the fair value recognition provisions of SFAS 123 been applied to
all awards under the Restricted Unit Plan and the Long Term Incentive Plan
granted after October 1, 1995.

RESTRICTED UNIT PLAN

The General Partner has adopted the Amended and Restated Restricted Unit Plan
dated August 10, 2000, amended February 4, 2002 as the Second Amended and
Restated Restricted Unit Plan (the "Restricted Unit Plan"), for certain
directors and key employees of the General Partner and its affiliates. The
Restricted Unit Plan covers rights to acquire 146,000 Common Units. The right to
acquire the Common Units under the Restricted Unit Plan, including any
forfeiture or lapse of rights is available for grant to key employees on such
terms and conditions (including vesting conditions) as the Compensation
Committee of the General Partner shall determine. Each director shall
automatically receive a Director's grant with respect to 500 Common Units on
each September 1 that such person continues as a director. Newly elected
directors are also entitled to receive a grant with respect to 2,000 Common
Units upon election or appointment to the Board. Directors who are employees of
U.S. Propane, TECO, Atmos Energy, Piedmont Natural Gas or AGL Resources or their
affiliates are not entitled to receive a Director's grant of Common Units.
Generally, the rights to acgquire the Common Units will vest upon the later to
occur of (i) the three-year anniversary of the grant date, or on such terms as
the Compensation Committee may establish, which may include the achievement of
performance objectives. In the event of a "change of control" (as defined in the
Restricted Unit Plan), all rights to acquire Common Units pursuant to the
Restricted Unit Plan will immediately vest.

13
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The issuance of the Common Units pursuant to the Restricted Unit Plan is
intended to serve as a means of incentive compensation for performance and not
primarily as an opportunity to participate in the equity appreciation in respect
of the Common Units. Therefore, no consideration will be payable by the plan
participants upon vesting and issuance of the Common Units. As of November 30,
2002, 41,400 restricted units were outstanding and 15,800 were available for
grants to non-employee directors and key employees.

Deferred compensation expense of $81 was recognized for the three months ended
November 30, 2002. For the three months ended November 30, 2001, Heritage
followed the disclosure only provisions of SFAS 123, as amended by SFAS 148 and
APB Opinion No. 25 Accounting for Stock Issued to Employees (APB 25). Under APB
25, the Restricted Unit Plan was classified as a variable plan so that an
estimate of compensation was required based on a combination of the fair market
value of the Common Units as of the end of the reporting period and an
assessment of meeting certain performance criteria. Deferred compensation
expense of $98 was recognized for three months ended November 30, 2001 on the
units based on the fair value of such units at the end of the period.

LONG-TERM INCENTIVE PLAN

Effective September 1, 2000, Heritage adopted a long-term incentive plan whereby
Common Units will be awarded based on achieving certain targeted levels of
Distributed Cash (as defined in the Long Term Incentive Plan) per unit. Awards
under the program will be made starting in 2003 based upon the average of the
prior three years' Distributed Cash per unit. A minimum of 250,000 Common Units
and if certain targeted levels are achieved, a maximum of 500,000 Common Units
will be awarded.

Deferred compensation expense on this plan of $228 was recognized for the three
months ended November 30, 2002. For the three months ended November 30, 2001,
Heritage followed the disclosure only provisions of SFAS 123, as amended by SFAS
148, and APB 25. Under APB 25, the Long Term Incentive Plan was classified as a
variable plan so that an estimate of compensation was required based on a
combination of the fair market value of the Common Units as of the end of the
reporting period and an assessment of meeting certain performance criteria.
Deferred compensation expense on this plan of $389 was recognized for the three
months ended November 30, 2001 based on the fair wvalue of such units at the end
of the period. The expense was determined based on the Partnership achieving the
minimum award available under the plan.

SFAS 123 requires that significant assumptions be used during the year to
estimate the fair value, which includes the risk-free interest rate used, the
expected life of the grants under each of the plans, the expected volatility,
and the expected distributions on each of the grants. Heritage assumed a
weighted average risk free interest rate of 5.72% for the three months ended
November 30, 2002 and 5.90% for the three months ended November 20, 2001 in
estimating the present value of the future cash flows of the distributions
during the vesting period on the measurement date of each grant. Annual average
cash distributions at the grant date were estimated to be $2.39 for the three
months ended November 30, 2002, and $2.47 for the three months ended November
30, 2001. The expected life of each grant is assumed to be the minimum vesting
period under certain performance criteria of each grant. The following table
illustrates the effect on limited partners' interest in net income (loss) and
the basic and diluted net income (loss) per limited partner unit if Heritage had
applied the fair value recognition provisions of SFAS 123 to the Restricted Unit
Plan and the Long-Term Incentive Plan for all periods presented.

14
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NET INCOME (LOSS)
PARTNER UNIT:

PER LIMITED

Limited partners' interest in net income (loss)

Add: Deferred compensation expense net of General Partner's and
minority interest included in limited partners' interest in net
income (loss)

Deduct: Deferred compensation expense net of General Partner's
and minority interest determined under the fair value based
method

Pro forma limited partners' interest in net income (loss)

Weighted average limited partner units

Basic net income (loss) per limited partner unit as reported

Basic net income (loss) per limited partner unit pro forma

Weighted average limited partner units,
of Phantom Units

assuming dilutive effect

Diluted net income (loss) per limited partner unit as reported

Diluted net income (loss) per limited partner unit proforma

As stated above, during the fourth quarter of 2003,

November 30,

Heritage adopted the fair

value recognition provisions of Statement of Financial Accounting Standards No.

123 Accounting for Stock-based Compensation (SFAS 123)
1, 2002. Accordingly,
consolidated statement of operations,

for the three months ended November 30,

SFAS 123:

As originally
reported

REVENUES:
Retail fuel $ 84,050
Wholesale fuel 11,348
Liquids marketing, net 707
Other 17,355

effective as of September
the following information compares the originally reported
reclassified for the adoption of EITF 02-3
2002 and as adjusted for the adoption of

2002 2001
S 1,271 $
304
(304)
S 1,271 $
15,816,347 15,6
$ 0.08 S
$ 0.08 S
15,848,698 15,6
$ 0.08 S
$ 0.08 S
As adjusted
for the
adoption of
SFAS 123
$ 84,050
11,348
707
17,355
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Total revenues

COSTS AND EXPENSES:
Cost of products sold
Operating expenses
Depreciation and amortization
Selling, general and administrative

Total costs and expenses

OPERATING INCOME

10

OTHER INCOME (EXPENSE) :
Interest expense
Equity in earnings of affiliates
Gain on disposal of assets
Other

INCOME (LOSS) BEFORE MINORITY INTERESTS

Minority interests

NET INCOME (LOSS)

GENERAL PARTNER'S INTEREST IN NET INCOME (LOSS)

LIMITED PARTNERS' INTEREST IN NET INCOME (LOSS)

BASIC NET INCOME (LOSS) PER LIMITED PARTNER UNIT

BASIC AVERAGE NUMBER OF UNITS OUTSTANDING

DILUTED NET INCOME (LOSS) PER LIMITED PARTNER UNIT

DILUTED AVERAGE NUMBER OF UNITS OUTSTANDING

113,460 113,460
57,020 57,020

33,425 33,392

9,266 9,266

3,192 2,856

102,903 102,534
10,557 10,926
(9,297) (9,297)

213 213

67 67

(278) (278)

1,262 1,631

(123) (127)

1,139 1,504

229 233

$ 910 $ 1,271
$ 0.06 $ 0.08
15,816,347 15,816, 347

$ 0.06 $ 0.08
15,848,6