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The Company’s  operating entit ies  are

engaged in the  retai l  d istr ibution of  and

the  provis ion of  services  re lating to  

heating oi l ,  propane gas,  and diesel  fuels .

In addit ion,  the  Company sel ls  and 

instal ls  new heating and air  condit ioning

systems and is  pi lot ing a new internet

marketing venture .

C o m p a n y  P r o f i l e



t is certainly an honor to write this

introduction to our first shareholder

report since Able Energy, Inc.

became a public company on June 21, 1999. I am

pleased to report that the past year was a period of

extraordinary growth and achievement for Able

Energy and a year that will define our future.

In 1999 Able Energy was

transformed from a small

regional distributor of

energy products into

a well capitalized and

well-managed growth

oriented company. We

have focused on improv-

ing our infrastructure,

modernizing our infor-

mation systems, growing 

our Company through acquisition, and exploring

other revenue opportunities in the area of franchising

and internet commerce.

FINANCING

In June 1999 Able Energy completed its initial public

offering of 1 million shares at a price of $7.00 per

share. We used a portion of these proceeds to upgrade

our information systems and integrate Able’s various

businesses; in addition we acquired B&B Fuels (now

called Able Energy, New York), and we purchased

our headquarters facility in Rockaway, New Jersey.

Able Energy has approximately $1.4 million of the

proceeds of the public offering remaining.

IMPROVEMENT IN MANAGEMENT

In the past year, we have made several changes to the

management of our busi-

ness. Able has success-

fully recruited seasoned

executives and managers

to further support our

growth and profitability.

We have retained the

services of Carlos Curras,

CPA, a financial profes-

sional with a solid back-

ground with such companies

as Citibank and the Bank of Nova Scotia. We have

also hired Jerry Freid as our Director of Franchise

Development. Jerry brings with him over 36 years of

successful experience in the franchising of such names

as “AAMCO”, “Yogurteria”, “Kitchen Excellence”

and “Promises Fulfilled”. Franchising provides us

with a format to replicate the successful Able concept

and bring it to new market areas.

D e a r  S h a r e h o l d e r
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IMPROVEMENTS IN OPERATIONS 

AND NEW ACQUISITIONS

During the past year we implemented a new, multi-

site, fuel management software system designed to

provide greater depth of information and to better

manage our growing business. We also made our first

acquisition after the public offering, B&B Fuels of

Warrensburg, New York (renamed Able Energy New

York). Since this purchase we have begun selling

propane gas and have purchased a 9-acre site on

which we will locate our new modern wholesale and

retail fuel facility.

IMPROVEMENT IN CORPORATE

GOVERNANCE

In the past year Able Energy has elected a new Board

of Directors and has established committees on the

Board to help guide Able’s continued growth. In addi-

tion to myself and Christopher Westad, President,

Able’s Board now consists of Gregory Sichenzia,

Esq., a member of the law firm of Sichenzia, Ross &

Friedman, LLP, (Able’s securities counsel), James

Purcaro, President & CEO of Kingsland Trade Print

Group, Inc. (a commercial printing company), and

Patrick O’Neill, President of Fenix Investment and

Development, Inc. (a real estate company located in

Parsippany, New Jersey).

Able Energy’s management team is excited about the

prospects for a successful year 2000! We have

strengthened our infrastructure to accommodate

aggressive growth through our franchising program,

planned key acquisitions, begun new marketing

strategies, and initiated the development of our new

Internet marketing concept.

Timothy G. Harrington
CEO and
Chairman of the Board

Christopher P. Westad
President
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n 1999 we undertook a public offer-

ing to facilitate the expansion of

Able Energy. Part of our growth

strategy is the consolidation of the home energy prod-

ucts market in the northeast United States; we believe

this represents tremendous opportunity in this industry.

To further strengthen our existing market position, we

plan to continue to acquire smaller operators, similar

to our recent acquisition of B&B Fuels in

Warrensburg, New York. In addition, we are well

along in our negotiations for acquisitions in Randolph

and Netcong, New Jersey. We will continue to 

pursue other home energy distributors in

the northeast who we believe fit well

into our business model.

We have recently hired franchise pro-

fessional Jerry Freid to direct the

expansion of Able’s franchise business.

Mr. Freid joins Able with over 36 years

of franchise industry experience. We

have very strong name recognition, and

both our distinctive logo and concept of

‘full service at discount prices’ lend

itself well to franchising. Able Energy

will be the first home energy company

to franchise its highly successful busi-

ness concept.

Able Energy clearly recognizes the need to exploit the

possibilities that exist in Internet commerce. To this

end, we are currently seeking strategic partners to

develop a site dedicated to business-to-consumer and

business-to-business applications. We will keep share-

holders apprised of developments in this area through

periodic press releases.

Able believes it now has the management and 

infrastructure to properly execute its aggressive

expansion strategy.

E x p a n s i o n
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riceEnergy.com, is Able Energy’s

exciting new Internet enterprise,

and is being designed as a

Business-to-Business (B2B) and a Business to

Consumer (B2C) Internet site. The new venture 

is scheduled to be launched and operational by the

summer of 2000.

The new venture will be an interactive Internet data-

base that will work as an independent intermediary

between suppliers and energy consumers. The con-

sumers will range anywhere from

typical homeowners wishing to

make a purchase of heating oil to

wholesalers and retailers looking

for their best price on inventory purchases, either for

their use or for resale. PriceEnergy.com will also

include a catalog section on its site to enable jobbers,

retailers and wholesalers to (quickly and at the best

price) purchase the tools they require to run their

businesses. Users of the site will benefit from

reduced costs when purchasing fuel, related

parts and supplies; in addition, they will enjoy

the rewards of time savings and be able to fulfill

their requirements 24 hours per day 7 days a

week. Suppliers on the site will benefit from

their ability to instantaneously tap into a large

network of potential customers and be guaran-

teed of being paid for their products.

We think that our industry is ripe for e-commerce

applications because there are a myriad of suppliers

and consumers, with multiple levels of intermediaries

and this business is highly fragmented. Due to the

complexity of the logistics, very few start-ups have

revealed comprehensive trading solutions such as ours

for this market.

PriceEnergy.com will provide Able Energy with the

means of tapping into much larger, new and profitable

markets; this will occur more effectively and effi-

ciently than has been possible

when using traditional marketing

methods. PriceEnergy.com makes

it possible for Able to expand 

rapidly and profitably; it provides an extremely high

degree of visibility and has the advantage of having

relatively low initial start up costs.

P r i c e E n e r g y . c o m

1 9 9 9  A n n u a l  R e p o r t  •  P A G E  F O U R

http://www.priceenergy.com/
http://www.priceenergy.com/
http://www.priceenergy.com/
http://www.priceenergy.com/
http://www.priceenergy.com/


AND SUBSIDIARIES

The selected statements of operations and balance sheet data set forth below are derived from the financial statements of Registrant

which were examined by Simontacchi & Company, LLP, independent certified public accountants, for the year ended December 31, 1999,

1998 and 1997. The information set forth below should be read in conjunction with the audited financial statements of Registrant and

related costs appearing elsewhere in this report.

For the Years Ended December 31, 1999 1998 1997

Statement  o f  Opera t ions

Sales $19,670,365 $16,317,668 $16,380,992

Cost of Sales 16,320,008 13,044,924 13,022,635

Operating Expenses:

Salaries 1,315,044 985,491 915,988

Advertising 376,001 293,099 164,885

Depreciation and Amortization 521,436 451,441 394,806

Total Operating Expenses 3,816,400 3,172,039 3,140,769

Operating Income (Loss) (466,043) 100,705 271,588

Interest Expense 187,370 169,040 211,133

Net Income (Loss) (421,722) 40,693 76,061

Net Income (Loss) Per Share (.27) .04 .08

Weighted Average Number of Shares Outstanding 1,526,027 1,000,000 1,000,000

Balance  Sheet  Data

Current Assets $ 5,499,016 $ 1,169,536 $ 1,073,760

Current Liabilities 3,076,995 1,975,334 1,832,876

Total Assets 10,499,918 3,739,526 3,552,524

Long-Term Liabilities 1,638,987 1,219,309 1,321,388

Total Stockholders’ Equity 5,783,936 544,883 504,190

On June 25, 1999, the Company consummated its initial public offering. The Company realized net funds of $5,867,100.

SELECTED FINANCIAL DATA
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AND SUBSIDIARIES

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The statements contained in this Report that are not historical

are forward-looking statements, including statements regarding the

Company’s expectations, intentions, beliefs or strategies regarding

the future. Forward-looking statements include the Company’s

statements regarding liquidity, anticipated cash needs and availabil-

ity and anticipated expense levels. All forward-looking statements

included in this Report are based on information available to the

Company on the date hereof, and the Company assumes no obliga-

tion to update any such forward-looking statement. It is important

to note that the Company’s actual results could differ materially

from those in such forward-looking statements. Additionally, the

following discussion and analysis should be read in conjunction

with the Financial Statements and notes thereto appearing else-

where in this Report. The discussion is based upon such financial

statements which have been prepared in accordance with U.S.

Generally Accepted Accounting Principles.

Revenue Recognition

Sales of fuel are recognized at the time of delivery to the cus-

tomer, and sales of equipment are recognized at the time of installa-

tion. Revenue from repairs and maintenance service is recognized

upon completion of the service. Payments received from customers

for heating equipment service contracts are deferred and amortized

into income over the term of the respective service contracts, on a

straight-line basis, which generally do not exceed one year.

Results of Operations

Year Ended December 31, 1999 Compared to Year Ended December 31, 1998.

The Company reported revenues of $19,670,365 for the year

ended December 31, 1999, an increase of 20.55% over the prior

year’s revenues of $16,317,668. This was in a warmer than normal

winter during the months of November and December. This

increase can be attributed to an aggressive marketing program, fuel

sold at a discount, under a promotion and an increase in the price for

sale of products by the Company. There was also an increase in serv-

ice work during this period. Revenues for the year ended December

31, 1998 include $1,031,028 of sales made by subsidiaries which

were sold in December 1998. Had such revenues not been included

in total revenue for the year ended December 31, 1998, the increase

in revenues from such period to the year ended December 31, 1999

would have been 26.86%. The year ended December 31, 1999

included $308,936 of revenues for the period August 27, 1999 to 

December 31, 1999 from the acquisition of B & B Fuels on

August 27, 1999.

Gross profit margin, as a percentage of revenues, for the year

ended December 31, 1999, decreased 3.0%, from 20.1% one year

ago to 17.1% in the year ended December 31, 1999. This decrease is

a result of a rise in the price of fuel with only a partial correspond-

ing sales price increase. The sales price was increased in the fourth

quarter of 1999 and the price rise began in the third quarter of

1999. These figures do not take into account the subsidiaries sold in

December 1998, whose effect on gross margin was immaterial.

Selling, General and Administrative expenses increased by

$574,366, or 21.11%, from $2,720,598 for the year ended December

31, 1998 to $3,294,964 for the year ended December 31, 1999. Had

the expenses attributable to the two subsidiaries sold in December

1998 not been included, this increase would have been $920,963 or

33.85%. This year included costs of $132,594 from acquisitions in

August and September 1999. This increase was due to an increase

in marketing costs, sales promotion, outside service related to

acquisitions, computer equipment and software upgrade to account

for the year 2000 issue and additional staff to manage this upgrade.

Operating loss for the year ended December 31, 1999 was

$466,043, an increase of 562.78% over the Company’s operating

income of $100,705 for the year ended December 31, 1998. This

operating loss was attributable to lower gross profit resulting from

higher product cost without a timely corresponding raise in price,

increased cost due to a public offering which utilized a large amount

of Company resources and the time of key personnel, acquisitions,

equipment and software upgrade and a large increase in staff result-

ing from systems conversion which is an ongoing project.
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AND SUBSIDIARIES

The unusual loss for this year was exacerbated by a number of

extraordinary events and one time charges and is not indicative of

future results of the Company. For instance, the Company has

recently invested heavily in its infrastructure to support anticipated

growth that the Company intends to accomplish through an aggres-

sive acquisitions strategy and marketing program. To this end, the

Company has put in place a sophisticated computer hardware and 

software system and has hired additional mid-management person-

nel to support its growth. The cost of the system is significantly

more than estimated and has not functioned as the Company

desired. It has also taken significant staff time and resources to

implement this system. In addition, on August 27, 1999, the

Company purchased B & B Fuels of Warrensburg (Albany), New

York and has expended significant cash resources to establish its 

presence in the greater Albany area and raise the B & B facilities to

the Company’s standards. All of these factors have contributed to

the Company’s large loss for this year.

Net loss for the year ended December 31, 1999 was $421,722 as

compared to net income of $40,693 for the previous year. This net

loss was the result of greater marketing costs, sales promotion,

higher product cost, higher direct wages and an investment cost on

a growing service operation, higher depreciation cost on a larger

fleet of trucks and additional propane installations, as well as the

extraordinary factors referred to above.

Depreciation and amortization expense for the year ended

December 31, 1999 was $521,436, an increase from $451,441 for

the year ended December 31, 1998. The increase was due to the

purchase of additional trucks, propane installations and the acquisi-

tion of B & B Fuels’ trucks and tanks and the facility on Route 46,

Rockaway, New Jersey.

Year Ended December 1998 Compared to Year Ended December 31, 1997.

Revenues for the year ended December 31, 1998 were

$16,317,668, a 0.38% decrease over the prior year’s revenues of

$16,380,992. The decrease in revenue for the year ended

December 1998 was due in part to lower product costs during the

second half of fiscal 1998. For example, the cost to the Company

for number 2 home heating oil averaged $0.42 per gallon for fiscal

1998 as compared to $0.59 for 1997. In fiscal year 1997, the

Company charged customers an average of $.829 per gallon as

opposed to $.711 per gallon for number 2 home heating oil, in 

fiscal year 1998. Therefore, although revenue decreased the

Company was able to increase margins on number 2 home heating

oil by $.052 per gallon in fiscal year 1998. Additionally, the

decrease in revenues was a result of a reduction of gallons sold of

home heating oil. This reflects management’s decision to stop sales

of home heating oil to two wholesale customers because of low

profit margins on such sales. Management believes that the elimi-

nation of these customers will result in an increase in overall profit

margins from sales of home heating oil. The Company did, how-

ever, experience a 78% increase in gallon sales of propane, from

215,508 gallons during fiscal 1997 to 383,678 gallons in fiscal 1998

which was the result of an increase in propane customers.

The Company’s gross profit margin for the year ended December

31, 1998 was 20.1% of sales, a decrease from the 20.5% margin for 

the comparable period ended December 31, 1997. Selling General &

Administration expenses (“SG&A”) for the Company decreased by

0.92% from $2,745,963 to $2,720,598 for the year ended December

31, 1998 as compared to December 31, 1997. These changes can be

attributed, in part, to the reclassification of expenses from SG&A to

cost of goods sold to better describe such expenses. For example,

during fiscal year 1997, the Company included $108,000 in insur-

ance expense and $80,000 of fuel and excise tax in SG&A; however,

in fiscal 1998, these expenses were included in cost of goods sold.

The decrease in gross profit can also be attributed to fluctuating

costs for product during the second half of 1998 and higher costs

attributable to A&O, which was sold in December 1998. The

decrease in SG&A can also be attributed to decreased executive offi-

cers salaries, as certain officers did not take a bonus in 1998.

Operating income for the year ended December 31, 1998 was

$100,705 a decrease of 53.7% over the Company’s operating income

for the previous year ended December 31, 1997 of $217,588. This
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decrease in income from operations is related to the increase in one

time expenditures relating to strengthening the Company’s infra-

structure. For example, in fiscal 1998, the Company established a

garage in its Newton Facility which is staffed with one full-time

employee. The Company expects that the addition of this garage

will help to reduce operating expenses related to its fleet of trucks

during fiscal year 1999. Additionally, increased costs related to

A&O further decreased operating income.

Net income for the year ended December 31, 1998 was $40,693,

a 46.50% decrease in the Company’s net income of $76,061 for the

year ending December 31, 1997. This decrease in net income is pri-

marily attributable to lower gross profit and higher depreciation

expenses due to additional tanks and other equipment.

Depreciation and amortization expense for the year ended

December 31, 1998 was $451,441, an increase from $394,806 for

the year ending December 31, 1997. Amortization relates to the

amortization of customer lists, being amortized over 15 years and a

Non-Compete Agreement amortized over 5 years, per the agree-

ment. These relate to the acquisition of Connell’s Fuel Co. in

October 1996. The amortization of the customer list is a non-cash

expense. The amortization expense for the year ended December

31, 1998 was $88,800 as compared to $75,636 for the year ended

December 31, 1997 and reflects a full year’s amortization of the 

Non-Compete Agreement and customer list. Depreciation expense

for the year ended December 31, 1998 was $376,661 compared to 

$320,026 for the prior year. This was due to the addition of

propane cylinders and tanks, and the purchase of additional trucks

and other equipment at a cost of approximately $450,000.

Interest expense for the year ended December 31, 1998 was

$169,040 as compared to $211,133 for the year ended December

31, 1997. This decrease was due to debt restructuring. For example,

the Company reduced total debt by $235,550 during fiscal 1998.

Also, the Company converted certain short-term notes to long-term

notes, resulting in a 1.5% lower interest rate.

During the year ended December 31, 1998, the Company sold

one Freightliner delivery truck for a total selling price of $44,000.

The book value of the truck was $20,043, resulting in a gain on

sales of equipment of $23,957.

During the year ended December 31, 1998, the Company sold

A&O and Able Montgomery for an aggregate selling price of

$140,000. The gain on sale of Able Montgomery of $72,739 has

been deferred and will be shown over 60 months as the funds are

collected. The gain on A&O is shown as excess of subsidiary losses

over investment of $54,404.

Liquidity and Capital Resources

For the year ended December 31, 1999, compared to year ended

December 31, 1998, the Company’s cash position increased by

$2,800,568 from $125,844 to $2,926,412. For the year ended

December 31, 1999, cash of $5,867,100 was generated from the

Company’s initial public offering. For the year ended December

31, 1998, cash was generated through operations, net income and 

collections of customer advance payments.

As a result of a refinancing in June 1998 with its primary finan-

cial institution, the Company has access to $500,000 of credit line

funds. The Company’s credit line was increased from $350,000 to

$500,000 at 1⁄2% below prime, and its current outstanding credit line

and other debt with the bank was rolled into a 3-year term loan in

the principal amount of $675,000, bearing interest at a rate of

approximately 1% above prime rate. As of December 31, 1999,

$201,214 of this line of credit was used by the Company. The agree-

ment with the bank has a current expiration date of June 30, 2000.

The Company received net proceeds from its initial public offer-

ing in an amount of $5,867,100. The Company believes that the net

proceeds of this offering, coupled with the refinancing and income

from operations, will fulfill the Company’s working capital needs 

for the next 18 months. As the Company continues to grow, and 

strengthen its infrastructure, to position itself for additional 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

(continued)
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growth, bank borrowings, or other debt placements and equity

offerings may be considered, in part, or in combination, as the

Company’s situation warrants.

Seasonality

The Company’s operations are subject to seasonal fluctuations,

with a majority of the Company’s business occurring in the late fall

and winter months. Approximately 70% of the Company’s revenues

are earned and received from October through March, and the over-

whelming majority of such revenues are derived from the sale of

home heating products including propane gas and fuel oil. However,

the seasonality of the Company’s business is offset, in part, by an

increase in revenues from the sale of HVAC products and services,

diesel and gasoline fuels during the spring and summer months, due

to the increased use of automobiles and construction apparatus.

From May through September, Able Oil can experience consid-

erable reduction of retail heating oil sales. Similarly, Able Propane

can experience up to 80% decrease in heating related propane sales

during the months of April to September, which is offset somewhat

by an increase of pool heating and cooking fuel.

Over 90% of Able Melbourne’s revenues are derived from the

sale of diesel fuel for construction vehicles, and commercial and

recreational sea-going vessels during Florida’s fishing season

which begins in April and ends in November. Only a small per-

centage of Able Melbourne’s revenues are derived from the sale of

home heating fuel. Most of these sales occur from December

through March, Florida’s cooler months.

Year 2000

Prior to the new year, the Company took steps to ensure that its

systems and equipment would be Year 2000 compliant. In addi-

tion, the Company sought assurances of Year 2000 compliance

from its key suppliers and other third parties with whom it con-

ducts business. The costs incurred to address Year 2000 issues 

were immaterial. To date, neither the Company nor its principal

suppliers have experienced any interruptions or problems related

to Year 2000 issues. Nonetheless, the Company is unable to assure

that any failure of its systems or those of any third party with

whom it conducts business due to Year 2000 issues will not 

materially and adversely affect its financial condition, results of

operations and cash flows.
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CONSOLIDATED BALANCE SHEET

December 31, 1999 1999

ASSETS

Cur rent  Asse ts :

Cash $ 2,926,412

Accounts Receivable (Less Allowance for Doubtful Accounts of 1999 $157,974) 1,996,500

Inventory 229,979

Notes Receivable—Current Portion 61,748

Miscellaneous Receivable 22,640

Prepaid Expense 48,826

Prepaid Expense—Income Taxes 119,951

Deferred Income Tax 48,270

Due From Officer 44,690

Tota l  Cur rent  Asse ts 5,499,016

Proper ty  and Equ ipment :

Land 451,925

Building 1,008,250

Trucks 2,236,508

Fuel Tanks 836,790

Machinery and Equipment 346,198

Leasehold Improvements 187,364

Cylinders 319,490

Office Furniture and Equipment 14,841

5,401,366

Less: Accumulated depreciation 1,266,201

Net  Proper ty  and Equ ipment 4,135,165

Other  Asse ts :

Deposits 94,625

Notes Receivable—Less Current Portion 126,863

Customer List, Less Amortization of 1999 ($125,045) 485,805

Covenant Not to Compete, Less Amortization of 1999 ($125,123) 158,444

Tota l  Other  Asse ts 865,737

Tota l  Asse ts $10,499,918

See Accompanying Notes and Auditor’s Report (continued)
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December 31, 1999 1999

LIABILITIES & STOCKHOLDERS’  EQUITY

Cur rent  L iab i l i t i es :

Accounts Payable $ 1,638,699

Note Payable—Bank 201,214

Current Portion of Long-Term Debt 789,978

Covenant Not To Compete —

Accrued Expenses 260,818

Taxes Payable —

Customer Advance Payments 156,738

Income Taxes Payable—Prior —

Current Portion of Deferred Income 14,548

Escrow Deposits 15,000

Tota l  Cur rent  L iab i l i t i es 3,076,995

Defer red  Income:  less current portion 53,342

Defer red  Income Taxes 56,201

Covenant  Not  To  Compete :  less current portion —

Long-Term Debt :  less current portion 1,529,444

Tota l  L iab i l i t i es 4,715,982

Stockho lders ’  Equ i ty :

Common Stock

Authorized 10,000,000 Par Value $.001 per Share Issued and Outstanding 2,000,000 Shares 2,000

Paid in Surplus 5,662,775

Retained Earnings 119,161

Tota l  S tockho lders ’  Equ i ty 5,783,936

Tota l  L iab i l i t i es  and Stockho lders ’  Equ i ty $10,499,918

See Accompanying Notes and Auditor’s Report

CONSOLIDATED BALANCE SHEET

(continued)
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Note 5 • Notes Receivable

The Company has received payment from Able Oil

Montgomery, Inc. for the year ended December 31, 1999 on its

notes receivable of $140,000. The payments totaled $11,761,

including interest of $2,482. Interest of $8,397 has been recorded

as an accrued receivable. The Statement of Income recognized

income on this installment sale of $4,849 for the year ended

December 31, 1999.

Note 6 • Inventories

Items 1999

Heating Oil $ 81,737

Diesel Fuel 28,969

Kerosene 4,709

Propane 5,541

Parts and Supplies 92,714

Total $213,670

Note 7 • Notes Payable Bank

Notes payable to PNC Bank include a line of credit of $500,000

with interest at the rate of Prime minus 1⁄2%. The outstanding bal-

ance on the Line of Credit is $201,213 at December 31, 1999. The

agreement with Able Oil Company, dated October 20, 1997, and

amended August 11, 1999, has a current expiration date of June 30,

2000. There is also a term loan with PNC Bank. The term loan was

refinanced for a total of $675,000 on June 12, 1998. The balance as

of December 31, 1999 is $337,500. The bank has released as collat-

eral the stock of the Company owned by the prior sole shareholder

and has released the subsidiaries and Timothy Harrington as guar-

antors. The Company has replaced this by granting the PNC Bank

a first priority lien on collateral consisting of Provident Institution

Money Market Fund containing no less than $972,000. The

Company under a guaranty and suretyship agreement will uncondi-

tionally guarantee payment of the indebtedness to the bank. All

other collateral and covenants per the agreement have been deleted.

Note 8 • Long-Term Debt

Mortgage note payable dated, August 27, 1999, related to the

purchase of B & B Fuels facility and equipment. The total note is

$145,000. The note is payable in the monthly amount of principal

and interest of $1,721.18 with an interest rate of 7.5% per annum.

The initial payment was made on September 27, 1999, and contin-

ues monthly until August 27, 2009 which is the final payment. The

note is secured by a mortgage made by Able Energy New York,

Inc. on property at 2 and 4 Green Terrace and 4 Horican Avenue,

Town of Warrensburg, Warren County, New York. The balance

due on this Note at December 31, 1999 was $141,710.

Mortgage note payable dated, August 31, 1999, related to the

purchase of the facility and equipment in Rockaway, New Jersey

by Able Energy Terminal, LLC (“Terminal”). The note is in the

amount of $650,000.

Pursuant to Section 4.4 of the Agreement of Sale, the Principal

Sum shall be reduced by an amount equal to one-half of all sums

expended by Borrower on the investigation and remediation of the

property provided, however, that the amount of said reduction

shall not exceed $250,000 (the “Remediation Amount”).

The “Principal Sum: Less the Remediation Amount”, shall be an

amount equal to $400,000 (the “Reduced Principal Sum”). The

Reduced Principal Sum shall bear interest from the date hereof at

the rate of 8.25% per annum. Any portion of the Remediation

Amount not utilized in the investigation and remediation of the

property shall not begin to accrue interest until such time that (i) a

“No Further Action Letter” is obtained from the Department of

Environmental Protection and (ii) an outstanding lawsuit concern-

ing the property is resolved through settlement or litigation (subject

to no further appeals). All payments on this Note shall be applied

first to the payment of interest, with any balance to the payment to

reduction of the reduced Principal Sum.

The Reduced Principal Sum and interest shall be due and

payable monthly commencing on September 30, 1999, and continu-

ing on the last day of each month thereafter up to and including

July 31, 2004.

The Note is collateralized by the property and equipment 

purchased and assignment of the leases. The balance due on this

Note at December 31, 1999 was $628,142.
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(continued)

Notes Payable to Orix Credit Alliance, Inc. at a range of interest

rates from 9.00% to 11.25% with an average monthly payment of

$9,695 (1999). The earliest of theses Notes originated on October 1,

1993 and the last Note matures on August 24, 2001. The Notes are

collateralized by various fuel oil trucks.

1999

Notes Balance $162,861

Two Notes Payable to Chrysler Financial at a range of interest

from 8.9% to 9.15% with total monthly payments of $830.57. The

earliest of these Notes originated on March 25, 1999 and the last

Note matures in March 2004. These Notes are collateralized by a

1999 and a 1998 Dodge truck.

1999

Notes Balance $ 34,788

Note Payable to World Omni at an interest rate of 8.869% with a

monthly payment of $234.99. The Note originated November 21,

1997 and matures December 21, 2000 with a final payment of

$13,780. The Note is collateralized by a Ford F-150 Pick-up Truck.

1999

Note Balance $ 15,182

Note Payable to Orix Leasing Corp. At an interest rate of

9.111% with a monthly payment of $4,846. The Note originated on

March 19, 1997 and matures on March 19, 2001. The Note is col-

lateralized by 254 propane cylinders and 2 propane delivery trucks.

1999

Note Balance $ 54,565

Note Payable to Summit Leasing Corp. At an interest rate of

8.50% with a monthly payment of $1,124.52. The Note originated

on November 10, 1997 and matures on November 10, 2001. The

Notes are collateralized by a 1998 Freightliner fuel oil truck.

1999

Note Balance $ 23,789

Note Payable to PNC Bank with a monthly payment of 

$1,250 plus interest at 1%, plus Prime. The Note originated on

November 6, 1997 and matures October 30, 2000. Proceeds of 

the Note were used to buy two oil trucks, a customer list and to

fund a non-compete payout to the seller of these assets.

1999

Note Balance $ 12,500

The Company and Able Propane, LLC have a lease/purchase

agreement with First Sierra Financial, Inc. The agreement calls for

48 payments of $1,457.50, including principal, interest and sales

tax and a final purchase option payment of $5,576.02 plus sales

tax. The interest rate is approximately 81⁄2%. The agreement is 

collateralized by the equipment purchase.

1999

Balance Due $ 44,134

Able Oil Company and Able Propane, LLC have a lease/

purchase agreement with Summit Leasing Corporation, Lease

#002, collateralized by a 1998 Peterbilt Model 375 truck and a

Trinity trailer. The lease and payments began August 20, 1998 at 

$1,605.50 per month for 48 payments thereafter until all payments

are made through and including July 20, 2002.

1999

Balance Due $ 47,028

Able Oil Company and Able Propane have a lease/purchase

agreement with Summit Leasing Corporation, Lease #003, collat-

eralized by a Freightliner truck. The lease commenced November

10, 1998 and has 48 monthly payments of $1,286.12 until

November 2002 with a final purchase option payment of $12,682.

1999

Balance Due $ 51,024

Notes Payable to Greentree Consumer Discount Company at an

interest rate of 8.95% with an average monthly payment of

$1,322.37. The Notes originated on October 1, 1996 and December

10, 1996 and matures on October 1 and December 10, 2000. The

Notes are collateralized by two 1997 Freightliner Oil Trucks.

1 9 9 9  A n n u a l  R e p o r t  •  P A G E  E I G H T E E N



AND SUBSIDIARIES

1 9 9 9  A n n u a l  R e p o r t  •  P A G E  N I N E T E E N

1999

Note Balance $ 31,287

Term Loan payable to PNC Bank. The current payments are

$18,750 per month with interest at a rate of prime plus 1%. The

note matures in 36 months, June 2001.

1999

Note Balance $337,500

Notes payable to AEL Leasing Co., Inc. under a master lease

agreement dated March 3, 1997. During 1997, Able Propane, LLC

was advanced $133,456, with no principal payments. AEL had

extended Able Propane a line of credit of $150,000 in 1997. In

June 1998 the loan was finalized at $178,920 with 36 monthly pay-

ments of $4,970, including principal and interest, with an interest

rate of 8.25%. The note is collateralized by the tanks and equip-

ment purchased. The note matures in June 2001.

1999

Note Balance $ 72,986

Able Oil Company and Able Propane, LLC have a lease/purchase

agreement with Summit Leasing Corporation, Lease #004, collat-

eralized by a Ford F-450 truck and a 1997 Chevy 3⁄4 ton van. The

lease and payments began January 1, 1999 at $1,591.87 per month

for 48 payments thereafter until all payments are made through

and including December 2002. Interest at 6.92%.

1999

Note Balance $ 63,153

Note Payable Commonwealth Finance Inc. at an interest rate of

7.90%, 36 payments of $447.33. The first payment began February

1999 and matures January 2002. The Note is collateralized by

propane tanks.

1999

Note Balance $ 10,279

Able Oil Company has a lease/purchase agreement with Summit

Leasing Corporation, Lease #005, collateralized by a 1999

Freightliner FL-70, 2800 gallon Tri State Truck tank and a 1999

Kenworth Model T-300 conventional cab and chassis. The lease

payments began January 5, 1999 at $2,810.62 per month for 48

months and 5 additional days until all payments are made through

January 10, 2003. Able Oil Company has the option to purchase

all the equipment for an amount agreed upon as the fair market

value at the end of the lease term.

1999

Note Balance $111,849

Two Notes payable to Ford Credit at interest rates of 3.90% and

8.79%, with monthly payments of $602.32 and $737.34 including

interest. The Notes originated in January 1999 and include 48

monthly payments and mature December 2002. The Notes are 

collateralized by two 1998 Ford Econo-Line trucks.

1999

Note Balance $ 43,748

The Company and Able Propane, LLC have a lease/purchase

agreement with First Sierra Financial, Inc. The agreement calls for

48 payments of $559, including principal and interest and sales tax

and a final purchase option payment of $2,191.10, plus sales tax.

The lease began February 1999 and ends January 2003. The inter-

est rate is approximately 81⁄2%. The agreement is collateralized by

the equipment purchase.

1999

Note Balance $ 16,237

Two Notes payable to Ford Credit at interest rates of 8.60% and

6.02% with monthly payments of $629.46 and $695.83 including

interest. The Notes originated June 1999 and December 1999,

they each include 48 monthly payments and mature May 2003 and

November 2003, respectively. The Notes are collateralized by two

1999 Ford Vans.

1999

Note Balance $ 52,282



AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(continued)

1 9 9 9  A n n u a l  R e p o r t  •  P A G E  T W E N T Y

Able Oil Company has a lease/purchase agreement with Summity

Leasing Corporation, lease #007, collateralized by equipment as

stated in the agreement. The lease payments began December 25,

1999 at $9,023.46 per month for 48 months and 5 additional days

until all payments are made through November 25, 2003. The inter-

est is an average of 4.5% per annum. Able Oil Company has the

option to purchase all the equipment for an amount agreed upon as

the fair market value at the end of the lease term.

1999

Note Balance $364,378

Maturities on the Notes Payable subsequent to December 31,

1999 are as follows:

For the Year Ending Principal

December 31, Amount

2000 $ 789,977

2001 519,676

2002 347,966

2003 251,348

2004 329,341

Balance 81,114

Total $2,319,422

Note 9 • Covenant Not To Compete

On October 28, 1996, a Covenant Not To Compete was origi-

nated by the Able Oil Company, Connell’s Fuel Oil Company and

William Toriello. The Covenant is to last 5 years from the date of

inception with a monthly installment of $3,059.44 starting

December 1, 1996. The balance was paid in full September 7,

1999. The covenant is in effect until October 29, 2001.

Note 10 • Income Taxes

Effective January 1, 1997 the Company adopted Statement 

of Financial Accounting Standards No. 109, “Accounting for

Income Taxes.”

The differences between the statutory Federal Income Tax and

Income Taxes is accounted for as follows:

1999 1998

Percent of Percent of

Pretax Pretax

Amount Income Amount Income

Statutory Federal 

Income Tax (Benefits) $(32,600) (15.0%) $4,430 15.0%

Increase resulting from 

State Income Tax,

net of Federal 

Tax benefit (4,268) (6.5%) 2,210 7.6%

Income Taxes $(36,868) (21.5%) $ 6,640 22.6%

Income Taxes consist of:

Current (18,658) 6,020

Deferred (18,210) 620

Total $(36,868) $ 6,640

The types of temporary differences between the tax bases of

assets and liabilities and their financial reporting amounts that give

rise to a significant portion of the deferred tax liability and deferred

tax asset and their approximate tax effects are as follows at:

1999

Temporary Tax

Difference Effect

Depreciation $(179,389) $(56,201)

Allowance for Doubtful Accounts 157,974 44,235

Gain on Sale of Subsidiary 18,766 4,035

Note 11 • Profit Sharing Plan

Effective January 1, 1997, Able Oil Company established a

Qualified Profit Sharing Plan under Internal Revenue Code Section

401(k). The Company matches 25% of qualified employee contribu-

tions. The expense was $10,120 (1999) and $10,384 (1998).
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Note 12 • Commitments and Contingencies

The Company is subject to laws and regulations relating to the

protection of the environment. While it is not possible to quantify 

with certainty the potential impact of actions regarding environ-

mental matters, in the opinion of management, compliance with the

present environmental protection laws will not have a material

adverse effect on the financial condition, competitive position, or

capital expenditures of the Company.

Able Oil Company has contracted with Unocal to take deliveries

of 24,000 barrels of #2 oil. The oil will be stored in Able storage

tanks and remain the property of Unocal until purchased by Able

Oil. Able Oil is under contract to purchase the product in the

months of November and December 1999 and January and

February 2000. The pricing will be the NYMEX less $.01 per bar-

rel on 12,000 barrels and flat on 12,000 barrels. At December 31,

1999, Able Oil had in their tanks 12,000 barrels or 504,000 gallons

of oil belonging to Unocal. The total exposure for the cost of this

oil priced at future January, and February 2000 is $481,169. This

oil was purchased at this price on January 24, 2000.

In accordance with the agreement on the purchase of the prop-

erty on Route 46, Rockaway, New Jersey by Able Energy

Terminal, LLC, the purchaser shall commence after the closing, the

investigation and remediation of the property and any hazardous

substances emanating from the property in order to obtain a No

Further Action letter from the New Jersey Department of

Environmental Protection (NJDEP). The purchaser will also pur-

sue recovery of all costs and damages related thereto in the lawsuit

by the seller against a former tenant on the purchased property.

Purchaser will assume all responsibility and direction for the lawsuit,

subject to the sharing of any recoveries from the lawsuit with the

seller, 50-50. The seller by reduction of its mortgage will pay costs

related to the above up to $250,000 (see Note 8). In the opinion of

management, the Company will not sustain costs in this matter

which will have a material adverse effect on its financial condition.

Able Oil Company has been examined by the Internal Revenue

Service through the year ended December 31, 1995. The only open

year for Able Oil Company is December 31, 1996 and Able

Energy, Inc., et al., open years are December 31, 1997 and

December 31, 1998.

Note 13 • Operating Lease

Able Energy Terminal, LLC, has acquired the following lease on

the property it purchased on Route 46 in Rockaway, New Jersey.

The lease with Able Oil Company, a wholly owned subsidiary of

Able Energy, Inc., has an expiration date of July 31, 2004. The

lease provides for a monthly payment of $1,200 plus a one cent per

gallon through put, as per a monthly rack meter reading.

Estimated future rents are $14,400 per year, plus the one cent per

gallon through put charges per the monthly rack meter readings.

The Company leased an additional facility on Route 46 in

Rockaway, New Jersey. The lease has a term of one year from

September 1, 1999 to August 31, 2000. The rent is $1,300 per

month, $15,600 for the year, plus 10% of the increase in real estate

taxes over the base year, 1999. The Company has the option to

renew for five additional one-year terms. The renewals are at an

increase of $100 per month during each renewal term. The esti-

mated Future rent upon one year renewal is $16,800. The rent

expense for the period is $5,200.

The following summarizes the month to month operating leases

for the other subsidiaries:

Able Oil Melbourne $238.50, per month

Total 1999 rent expense, $2,862

Note 14 • Related Party Transactions

$44,690 is due from the major Shareholder/Officer of the

Company. This amount is evidenced by a Note bearing interest at a

rate of 81⁄2% between the Shareholder and the Company.

Note 15 • Income Taxes Payable—Prior

Able Oil Company’s tax returns have been examined by the

Internal Revenue Service for the years ending December 31, 1992,

1993, 1994 and 1995. The Company has been assessed the follow-

ing liabilities including interest and penalties:

1992 and 1993 $ 52,005

Paid (5,000)

1994 and 1995 6,805

Total Due $ 53,810

Payments Made and Adjustments (53,810)

Due December 31, 1999 $ 0
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(continued)

The State of New Jersey, Division of Taxation has billed the

Company based upon information received from the Internal Rev-

enue Service for the years 1992 and 1993, approximately $20,150.

The above amounts are included on the balance sheet in Income

Taxes Payable—Prior.

Total Due December 31, 1999 $0

The above assessed income taxes resulted for years prior to the

formation of Able Energy, Inc. and has been charged to Able Oil

Company’s prior retained earnings.

Note 16 • Sale of Subsidiaries

The Company sold two of their wholly owned subsidiaries, one

on December 29, 1998 and one on December 31, 1998. The

Statement of Income reflects the operations of these subsidiaries

for the Calendar year 1998. These subsidiaries have been elimi-

nated from the Balance Sheet as of December 31, 1998.

One subsidiary, Able Oil Company Montgomery, Inc. was sold

for $140,000. The note receivable is payable in 60 monthly pay-

ments of $2,940.26, including principal and interest. Interest is at

9.5%, per annum. The first payment was January 1, 1999 and the

final payment is December 1, 2003. As collateral to secure payment

to the Company, the buyer has pledged the stock and all of the

assets of Able Oil Company Montgomery, Inc. A UCC-1 financing

statement has been filed in respect to the collateral.

Note Receivable $140,000

Current Portion 28,000

Due After One Year $112,000

The gain of $72,739 from the sale is shown on the balance sheet

as deferred income. The income will be recognized on an install-

ment basis upon collection of the notes receivable.

The Company has a ten year franchise agreement with the

buyer. The buyer will use the Able name, Able Oil Company is the

exclusive supplier of #2 fuel oil through its credit facility with 

major suppliers and also assists the buyer with advertising and

other marketing. The Company has a mark-up on the sale of the

product and receives a 1% royalty fee on monthly gross sales.

The Company sold all its shares in A & O Environmental

Services, Inc. on December 31, 1998 to Owl Environmental, Inc.

for a selling price of $10. The buyer by purchasing the stock of the 

subsidiary assumed all its assets and liabilities. An amount of

$54,404 in the Statement of Income and Retained Earnings was

recorded as the excess of subsidiary losses over investment.

All advances to the two subsidiaries by Able Oil Company were

transferred to Able Energy, Inc. and recorded as investment in sub-

sidiaries and these costs were written off against the subsidiary sales.

Summary of Assets and Liabilities and Gain on Sale of

Subsidiaries Sold.
A & O

Environmental Able Oil

Services, Inc. Montgomery, Inc.

Current Assets $ 214,233 $ 29,190

Equipment—Net 35,386 17,166

Intangible Assets—Net — 27,340

Total Assets 249,619 73,696

Current Liabilities 523,953 114,968

Long-Term Debt (Less 

Current Portion) 8,038 13,750

Total Liabilities 531,991 128,718

Liabilities in Excess of Assets $(282,372) $ (55,022)

Sale Price $ 10 $ 140,000

Cash Investment (128,945) (115,385)

Negative Investment in 

Subsidiaries—Prior Loss 183,339 48,124

Excess of Subsidiary Cumulative 

Losses Over Investment 54,394 (67,261)

Total Gain $ 54,404 $ 72,739
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Note 17 • Pro Forma Statement of Income

The following shows the effect on the Statement of Income for

the year ended December 31, 1998 with the removal of the sub-

sidiaries sold:

Net Income per Statement of Income and 

Retained Earnings $ 40,693

Add: Losses on Subsidiaries Sold, Net of Tax Savings

A & O Environmental Services, Inc. 97,123

Able Oil Montgomery, Inc. 11,434

Less: Excess of Subsidiary Losses over Investment

Recorded as Income (54,404)

Net Income—Removing Effect of Subsidiaries Sold $ 94,846

Note 18 • Extraordinary Item

The extraordinary item is the income realized on the extinguish-

ment of debt for less than its carrying amount. The amount shown

is net of income taxes of $9,710.

On September 7, 1999, the Company paid two loans to Connell’s

Fuel Oil Company and William Toriello which had original due

dates of November 1, 2001.

Total Amount Due $312,454

Amount Paid 247,725

Income on Extinguishment of Debt 64,729

Less Income Taxes 9,710

Extraordinary Item $ 55,019

Note 19 • Common Stock Split

In conjunction with the Company’s initial public offering, its

common stock was split 1000-for-l.

After Split and

Original Public Offering

Authorized Shares 10,000 10,000,000

Issued and Outstanding Shares 1,000 1,000,000

Public Offering Shares 0 1,000,000

Total Issued and Outstanding Shares 2,000,000

Par Value $.001 per Share $1 $2,000

Note 20 • Per Share Information

Per share information has been computed based on the

weighted average number of shares. The shares give effect to a

1,000-for-1 stock split by the Company and its public offering of

1,000,000 shares.
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To The Shareholder

Able Energy, Inc.

Rockaway, New Jersey 07866

We have audited the accompanying consolidated balance sheet

of Able Energy, Inc. and subsidiaries as of December 31, 1999 and

the related consolidated statements of operations, changes in

Stockholders’ equity, and cash flows for the years ended December

31, 1999 and 1998. These financial statements are the responsibil-

ity of the Company’s management. Our responsibility is to express

an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted

auditing standards. Those standards require that we plan and per-

form the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements. An audit also

includes assessing the accounting principles used and significant 

estimates made by management, as well as evaluating the overall 

financial statement presentation. We believe that our audit pro-

vides a reasonable basis for our opinion.

In our opinion, based on our audit the consolidated financial

statements referred to above present fairly, in all material respects,

the financial position of Able Energy, Inc. and subsidiaries as of

December 31, 1999, and the results of their operations and their

cash flows for the years ended December 31, 1999 and 1998 in

conformity with generally accepted accounting principles.

Rockaway, New Jersey

March 16, 2000

INDEPENDENT AUDITOR’S REPORT
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344 Route 46 East
Rockaway, New Jersey 07866

Tel: 973-625-1012
Fax: 973-586-9866

Web: www.AbleEnergy.com

F R A N C H I S E SF R A N C H I S E SPROPANE CO.PROPANE CO.

http://www.ableenergy.com/

