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We will amend and complete the information in this prospectus supplement. This preliminary prospectus supplement and
the accompanying prospectus are part of an effective registration statement filed with the Securities and Exchange
Commission. This preliminary prospectus supplement and the accompanying prospectus are not offers to sell nor
solicitations of offers to buy these securities in any jurisdiction where such offer or sale is not permitted.

Subject to Completion, dated January 7, 2004

PROSPECTUS SUPPLEMENT

(To Prospectus dated November 22, 2002)

1,650,000 Common Units

(without giving effect to pending two-for-one unit split)

Representing Limited Partner Interests

We are offering to sell 1,650,000 common units (without giving effect to our pending unit split). Our common units are traded on the Nasdaq
National Market under the symbol �NRGY.� The last reported sale price of our common units on the Nasdaq on January 6, 2004 was $49.27 per
common unit.

On December 10, 2003, we announced a two-for-one unit split of our outstanding common and subordinated units. The split entitles unitholders
of record at the close of business on January 2, 2004 to receive on January 12, 2004 one additional unit for each unit held as of January 2, 2004.
Because this offering will close after the payment date for the split, you will receive two common units for each unit you elect to purchase in the
offering.
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Investing in the common units involves risks. See � Risk Factors� beginning on page 1 of the accompanying
prospectus.

Per Common Unit Total

Public offering price $ $
Underwriting discount $ $
Proceeds, before expenses, to Inergy, L.P. $ $

We have granted the underwriters a 30-day option to purchase up to an additional 247,500 common units (without giving effect to our pending
unit split) on the same terms and conditions as set forth above to cover over-allotments of common units.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is
a criminal offense.

Lehman Brothers, on behalf of the underwriters, expects to deliver the common units on or about January    , 2004.

LEHMAN BROTHERS

A.G. EDWARDS & SONS, INC.

WACHOVIA SECURITIES

RAYMOND JAMES

January     , 2004
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This document is in two parts. The first part is the prospectus supplement, which describes the terms of this offering of common units. The
second part is the accompanying prospectus, which gives more general information, some of which may not apply to the common units.

If the information relating to the offering varies between the prospectus supplement and the accompanying prospectus, you should rely on the
information in this prospectus supplement.

You should rely only on the information contained in or incorporated by reference in this prospectus supplement or the accompanying
prospectus. We have not authorized anyone to provide you with different information. We are not making an offer of these securities in any state
where the offer is not permitted. You should not assume that the information contained in this prospectus supplement or the accompanying
prospectus is accurate as of any date other than the date on the front of those documents or that any information we have incorporated by
reference is accurate as of any date other than the date of the document incorporated by reference. Our business, financial condition, results of
operations and prospects may have changed since such dates.
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SUMMARY

This summary highlights some basic information from this prospectus supplement and the accompanying prospectus to help you understand the
common units. It does not contain all of the information that is important to you. You should carefully read the entire prospectus supplement, the
accompanying prospectus and the documents incorporated by reference to understand fully the terms of the common units. You should read
�Risk Factors� beginning on page 1 of the accompanying prospectus for more information about important risks that you should consider
before buying common units in this offering.

Throughout this prospectus supplement and the accompanying prospectus,

(1) the information presented assumes that the underwriters do not exercise their over-allotment option and does not give effect to our
pending two-for-one unit split; please read ��Recent Developments�Two-for-One Unit Split,�

(2) when we use the terms �we,� �us,� or �Inergy, L.P.,� we are referring either to Inergy, L.P., the registrant itself, or to Inergy, L.P.
and its operating subsidiaries collectively, as the context requires, and

(3) when we use the term �our predecessor,� we are referring to Inergy Partners, LLC, the entity that conducted our business prior to
our initial public offering, which closed on July 31, 2001. Inergy, L.P. was formed as a Delaware limited partnership on March 7,
2001 and did not have operations until the initial public offering. Our predecessor commenced operations in November 1996. The
discussion of our business throughout this prospectus supplement and the accompanying prospectus relates to the business
operations of Inergy Partners, LLC prior to Inergy, L.P.�s initial public offering and Inergy, L.P. thereafter.

Inergy, L.P.

We own and operate a rapidly growing retail and wholesale propane marketing and distribution business. We have grown primarily through
acquisitions of retail propane operations and, to a lesser extent, through internal growth. Since our predecessor�s inception in November 1996 and
through December 31, 2003, we have acquired 32 propane companies in California, Florida, Georgia, Illinois, Indiana, Maryland, Michigan,
North Carolina, Ohio, Tennessee, Texas, Virginia and Canada for an aggregate purchase price of approximately $322 million, including working
capital, assumed liabilities and acquisition costs. These acquisitions include twelve propane companies acquired during fiscal 2003 for an
aggregate purchase price of approximately $80 million. For the fiscal year ended September 30, 2003, we sold and physically delivered
approximately 119.7 million gallons of propane to retail customers and approximately 284.7 million gallons of propane to wholesale customers.

We believe we are the seventh largest propane retailer in the United States, based on retail propane gallons sold. Our retail business includes the
retail marketing, sale and distribution of propane, including the sale and lease of propane supplies and equipment, to residential, commercial,
industrial and agricultural customers. We market our propane products primarily under eight regional brand names: Bradley Propane, Country
Gas, Hancock Gas, Hoosier Propane, Independent Propane Company, McCracken, Pro Gas and United Propane. As of December 31, 2003, we
served approximately 240,000 retail customers in Arkansas, Delaware, Florida, Georgia, Illinois, Indiana, Maryland, Michigan, North Carolina,
Ohio, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia from 131 customer service centers which had an aggregate of
approximately 8.5 million gallons of above-ground propane storage capacity. In addition to our retail business, we operate a wholesale supply,
marketing and distribution business, providing propane procurement, transportation and supply and price risk management services to our
customer service centers, as well as to independent dealers, multistate marketers, petrochemical companies, refinery and gas processors and a
number of other natural gas liquids (NGLs) marketing and distribution companies in 35 states, primarily in the Midwest and Southeast.
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Our principal executive offices are located at Two Brush Creek Boulevard, Suite 200, Kansas City, Missouri 64112, and our phone number is
(816) 842-8181.
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Recent Developments

Recent Acquisitions

In October 2003, we acquired from EOTT Energy, L.P. its West Coast NGL business, which includes gas processing and NGL fractionation
facilities, 6.1 million gallons of above-ground NGL storage capacity, truck and rail distribution facilities, and a 23-tractor NGL transportation
fleet all located in south central California. In October 2003, we also acquired the assets of Smith Propane and of Peoples Gas and Appliance. In
November 2003, we acquired the assets of Pembroke Propane. In December 2003, we acquired the assets of two retail propane companies in the
Southeast. These six companies generated revenue during the twelve months ended September 30, 2003, of less than 10% of our consolidated
revenue during fiscal 2003.

Potential Acquisitions

As part of our ongoing acquisition program, we are continuing to evaluate a number of potential acquisitions, which are at various stages of the
due diligence and negotiation process and which we believe are consistent with our acquisition strategy of making acquisitions that will increase
our distributable cash flow per unit. While our acquisition efforts are primarily focused on propane assets, we may from time to time consider
other opportunities that we believe provide the potential to increase our distributable cash flow per unit. Our acquisition efforts may involve
assets which, if acquired, would have a material impact on our financial condition and results of operations.

As of January 7, 2004, we had executed non-binding letters of intent to acquire substantially all of the assets of two retail propane marketers.
The aggregate purchase price for these two propane marketers is anticipated to be approximately $30 million. It is expected that the
consideration for these acquisitions would be payable in cash which would be obtained from our revolving credit facility for acquisitions. Each
of these acquisitions is subject to the successful negotiation of a definitive purchase agreement and the satisfaction of customary closing
conditions. There can be no assurance that any or all of these acquisitions will be consummated.

Two-for-One Unit Split

On December 10, 2003, we announced a two-for-one split of our outstanding common and subordinated units. The split entitles unitholders of
record at the close of business on January 2, 2004 to receive one additional unit for each unit held as of such date. We expect certificates for the
additional partnership units to be issued and mailed on or about January 12, 2004. The unit split will require retroactive restatement of all
historical per unit data in the consolidated financial statements for the first quarter ended December 31, 2003. Because this offering will close
after the payment date for the split, you will receive two common units for each unit you elect to purchase in the offering. The effect of the split
will be to double the number of all outstanding units and to reduce by half the minimum quarterly distribution and the target distribution levels.

Business Strategy
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Our primary objective is to increase distributable cash flow for our unitholders, while maintaining the highest level of commitment and service
to our customers. We intend to pursue this objective by capitalizing on our competitive strengths as follows:

� Proven Acquisition Expertise.    Our executive officers and key employees, who average more than 15 years experience in the propane
and energy-related industries, have developed business relationships with retail propane owners and businesses throughout the United
States. These significant industry contacts have enabled us to negotiate most of our acquisitions on an exclusive basis. We believe that
this acquisition expertise should allow us to continue to grow through strategic and accretive acquisitions.
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� Internal Growth.    We consistently promote internal growth in our retail operations through a combination of marketing programs and
employee incentives. We also provide various financial and other services, including level payment, fixed price and price cap programs,
supply, repair and maintenance contracts, and 24-hour customer service, in order to attract new customers and retain existing customers.

� Operations in High Growth Markets.    A majority of our operations are concentrated in higher-than-average population growth areas
where natural gas distribution is not cost effective. We intend to pursue acquisitions in similar high growth markets.

� Regional Branding.    We believe that our success in generating internal growth at our customer service centers results from our
operations under established, locally recognized trade names. We attempt to capitalize on the reputation of the companies we acquire by
retaining their local brand names and employees, thereby preserving the goodwill of the acquired business and fostering employee
loyalty and customer retention.

� High Percentage of Retail Sales to Residential Customers.    Our retail propane operations concentrate on sales to residential customers
who generate higher margins and are generally more stable purchasers than other customers. For the fiscal year ended September 30,
2003, sales to residential customers represented approximately 67% of our retail propane gallons sold.

� Strong Wholesale Supply, Marketing and Distribution Business.    One of our distinguishing strengths is our procurement and
distribution expertise and capabilities. For the fiscal year ended September 30, 2003, we delivered approximately 284.7 million gallons
of propane on a wholesale basis to independent dealers, multistate marketers, petrochemical companies, refinery and gas processors and
a number of other NGL marketing and distribution companies. The presence of our trucks serving our wholesale customers allows us to
take advantage of various pricing and distribution inefficiencies that exist in the market from time to time. We believe our wholesale
business enables us to obtain valuable market intelligence and awareness of potential acquisition opportunities.

� Flexible Financial Structure.    We have a $150.0 million revolving credit facility for acquisitions and a $50.0 million revolving
working capital facility. As of December 31, 2003, we had available capacity of approximately $108.7 million under our acquisition
facility and approximately $11.3 million under our working capital facility. We believe our available capacity under these facilities
combined with our ability to fund acquisitions through the issuance of additional partnership interests will provide us with a flexible
financial structure that will facilitate our acquisition strategy.

Our Structure

Our operations are conducted through, and our operating assets are owned by, our subsidiaries. We own our interests in our subsidiaries through
our operating company, Inergy Propane, LLC. The information set forth below does not give effect to our pending unit split.

� We own a 100% membership interest in Inergy Propane, LLC. Our membership interest in Inergy Propane, LLC carries all of the
economic and voting rights.

� Inergy GP, LLC, our managing general partner, has sole responsibility for conducting our business and managing our operations. Our
managing general partner�s only interest in us is its management rights. Inergy GP, LLC has no economic interest in our partnership and
does not receive a management fee, but it is reimbursed for expenses incurred on our behalf.

� Inergy Partners, LLC, our non-managing general partner, owns a 2% general partner interest in us and 10,000 common units. The 2%
general partner interest is entitled to its proportionate share of allocations and distributions in our partnership. Our non-managing
general partner has no operational or managerial responsibilities under our partnership agreement. In this prospectus supplement, we
refer to the interest owned by the non-managing general partner as its 2% general partner interest.
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� Inergy Holdings, LLC and its affiliates own 100% of our managing general partner and our non-managing general partner. Inergy
Holdings also owns all of the �incentive distribution rights,� which entitle it to receive increasing percentages, up to 48%, of any cash we
distribute in excess of $0.66 per unit in any quarter. Additionally, Inergy Holdings, LLC owns 394,601 common units, 1,807 senior
subordinated units and 399 junior subordinated units, which will represent an aggregate limited partner interest in us of approximately
3.5% after this offering.

� New Inergy Propane, LLC, a wholly-owned subsidiary of our non-managing general partner, owns 920,954 senior subordinated units
and 487,563 junior subordinated units, which will represent an aggregate limited partner interest in us of approximately 12.5% after this
offering.

S-4
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THE OFFERING

Common units offered by Inergy, L.P. 1,650,000 common units offered by Inergy, L.P.

1,897,500 common units if the underwriters exercise their over-allotment option in full.

Units outstanding after this offering 7,172,411 common units, or 7,419,911 common units if the underwriters exercise their
over-allotment option in full; 3,567,626 senior subordinated units; and 572,542 junior
subordinated units.

Pending unit split On December 10, 2003, we announced a two-for-one unit split of our outstanding common
units. The unit split entitles unitholders of record at the close of business on January 2, 2004 to
receive on January 12, 2004 one additional unit for each unit held as of January 2, 2004. We
expect this offering to close following the payment date for the split. Accordingly, you will
receive two common units for each unit you elect to purchase in the offering. The offering
information included in this section does not give effect to our pending unit split and the unit
numbers and minimum quarterly distribution amounts described in this section will be
proportionately adjusted after the unit split.

Use of proceeds We will use the net proceeds from this offering and our non-managing general partner�s capital
contribution to repay indebtedness. Please read �Use of Proceeds.�

Cash distributions Under our partnership agreement, we must distribute all of our cash on hand at the end of each
quarter, less reserves established by our managing general partner. We refer to this cash as
�available cash,� and we define its meaning in our partnership agreement. The amount of
available cash may be greater than or less than the minimum quarterly distribution.

Common units are entitled to receive distributions of available cash of $0.60 per quarter, or
$2.40 on an annualized basis, before any distributions are paid on our subordinated units.

On November 14, 2003, we paid a quarterly cash distribution for the fourth quarter of fiscal
year 2003 of $0.77 per common, senior subordinated and junior subordinated unit, or $3.08 on
an annualized basis.

In general, during the subordination period we will pay any cash distributions we make each
quarter in the following manner:

� first, 98% to the common units and 2% to the non-managing general partner, until
each common unit has received a minimum quarterly distribution of $0.60 plus any
arrearages from earlier quarters;

� second, 98% to the senior subordinated units and 2% to the non-managing general
partner, until each senior subordinated unit has received a minimum quarterly
distribution of $0.60;
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� third, 98% to the junior subordinated units and 2% to the non-managing general
partner, until each junior subordinated unit has received a minimum quarterly
distribution of $0.60; and
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� fourth, 98% to all units, pro rata, and 2% to the non-managing general partner, until
each unit has received a distribution of $0.66 per quarter.

If cash distributions exceed $0.66 per unit in any quarter, Inergy Holdings will receive
increasing percentages, up to 48%, of the cash we distribute in excess of that amount. We refer
to Inergy Holdings� right to receive these higher amounts of cash as �incentive distribution
rights.� Because our quarterly cash distributions currently exceed $0.66 per unit, Inergy
Holdings is currently receiving its incentive distribution rights.

Subordination periods The subordination period will end once we meet the financial tests in the partnership
agreement, but it generally cannot end before June 30, 2006 with respect to the senior
subordinated units and June 30, 2008 with respect to the junior subordinated units.

When the applicable subordination period ends, all remaining senior subordinated units or
junior subordinated units, as applicable, will convert into common units on a one-for-one basis.
Once all subordinated units have been converted into common units, the common units will no
longer be entitled to arrearages.

Early conversion of subordinated units If we meet the applicable financial tests in the partnership agreement for any quarter ending on
or after June 30, 2004, 828,342 senior subordinated units will convert into common units. If we
meet these tests for any quarter ending on or after June 30, 2005, an additional 828,342 senior
subordinated units will convert into common units. The early conversion of the second 828,342
senior subordinated units may not occur until at least one year after the early conversion of the
first 828,342 senior subordinated units.

If we meet the applicable financial tests in the partnership agreement for any quarter ending on
or after June 30, 2006, 143,136 junior subordinated units will convert into common units. If we
meet these tests for any quarter ending on or after June 30, 2007, an additional 143,136 junior
subordinated units will convert into common units. The early conversion of the second 143,136
junior subordinated units may not occur until at least one year after the early conversion of the
first 143,136 junior subordinated units.

Notwithstanding the foregoing, all outstanding junior subordinated units may convert into
common units on a one-for-one basis on or after June 30, 2006, if we have paid a distribution
of at least $2.80 on each outstanding unit for each of the three preceding non-overlapping
four-quarter periods, all of the senior subordinated units have been converted into common
units, and we have met other applicable financial tests in the partnership agreement.

Estimated ratio of taxable income to
distributions

We estimate that if you own the common units you purchase in this offering through December
31, 2005, you will be allocated, on a cumulative basis, an amount of federal taxable income for
that period that will be no more than 20% of the cash distributed to you with respect to that
period. Please read �Tax Considerations� in the prospectus supplement for the basis of this
estimate.

Nasdaq National Market symbol NRGY
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RISK FACTORS

You should read carefully the discussion of the material risks relating to an investment in the common units offered by Inergy set forth under
�Risk Factors� beginning on page 1 of the accompanying prospectus.

USE OF PROCEEDS

We will receive approximately $77.1 million (based on the last reported sales price of our common units on Nasdaq on January 6, 2004 of
$49.27 per unit) from the sale of the 1,650,000 common units, or approximately $88.8 million if the underwriters� over-allotment option is
exercised in full, in each case, after deducting underwriting discounts and commissions and estimated offering expenses. In connection with the
offering, we will also receive a capital contribution of $1.7 million from our non-managing general partner to maintain its 2% general partner
interest, or $1.9 million if the underwriters exercise their over-allotment option in full.

We will use the net proceeds of this offering to repay approximately $41.0 million of indebtedness under our revolving credit facility, which was
incurred for acquisitions and funding of growth capital expenditures. We will use the remainder of the net proceeds and our non-managing
general partner�s capital contribution, together with new borrowings under our revolving credit facility, to repay in full $85.0 million aggregate
principal amount of senior secured notes, plus a prepayment premium of approximately $17.0 million.

As of December 31, 2003, total borrowings under our revolving credit facility were approximately $74.6 million and carried an interest rate of
between 3.12% and 4.0%. The facility has a maturity date of July 29, 2006. Upon completion of this offering, we expect to have available
borrowing capacity of approximately $97.1 million under our revolving credit facility.

The $85.0 million aggregate principal amount of senior secured notes were issued on June 7, 2002 and have a weighted average interest rate of
9.07% and a weighted average maturity of 5.9 years. The senior secured notes consist of the following: $35.0 million principal amount of 8.85%
senior secured notes with a 5-year maturity, $25.0 million principal amount of 9.10% senior secured notes with a 6-year maturity, and $25.0
million principal amount of 9.34% senior secured notes with a 7-year maturity. The proceeds from the issuance of the senior secured notes were
used to refinance borrowings under our bank credit facilities.

S-8
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PRICE RANGE OF COMMON UNITS AND DISTRIBUTIONS

As of January 6, 2004, we had 5,522,411 common units outstanding, owned by approximately 6,700 unitholders of record. The common units
are listed and traded on the Nasdaq National Market under the symbol �NRGY.�

The following table shows the high and low sales prices per common unit, as reported by the Nasdaq National Market, for the periods indicated.
Distributions are shown in the quarter for which they were paid. For each quarter, an identical cash distribution was paid on all outstanding
senior and junior subordinated units. The last reported sale price of the common units on the Nasdaq on January 6, 2004 was $49.27. The
information set forth below does not give effect to our pending unit split.

Price Ranges Cash
Distributions

Per UnitPeriod Ended: Low High

Fiscal 2004:
March 31, 2004 (a) $ 48.83 $ 50.00 $ N/A (b)
December 31, 2003 41.01 50.00 N/A (b)
Fiscal 2003:
September 30, 2003 $ 37.10 $ 42.25 $ 0.770
June 30, 2003 31.31 40.00 0.750
March 31, 2003 28.31 32.87 0.730
December 31, 2002 27.46 29.45 0.715
Fiscal 2002:
September 30, 2002 $ 27.88 $ 30.75 $ 0.700
June 30, 2002 29.40 35.10 0.675
March 31, 2002 27.05 30.30 0.660
December 31, 2001 23.06 28.65 0.625
Fiscal 2001:
September 30, 2001 $ 21.90 $ 28.00 $ 0.400 (c)

(a) Through January 6, 2004.
(b) We expect to declare and pay a cash distribution for the first and second quarters of fiscal 2004 within 45 days following the end of the

applicable quarter.
(c) Reflects the pro rata portion of the $0.60 minimum quarterly distribution per unit, representing the period from the July 31, 2001 closing of

the initial public offering through September 30, 2001.

S-9
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CAPITALIZATION

The following table sets forth our capitalization as of September 30, 2003:

� On a consolidated historical basis; and

� As adjusted to give effect to the sale of common units offered by this prospectus supplement, our non-managing general partner�s
proportionate capital contribution, new borrowings under our revolving credit facility, the application of the net proceeds from this
offering and the new borrowings as described under �Use of Proceeds� and the write off of deferred financing costs associated with the
repayment of indebtedness.

You should read our financial statements and the notes to those financial statements that are incorporated by reference in the prospectus
supplement for additional information about our capital structure.

As of September 30, 2003

Consolidated
Historical

Adjustments for

Equity Offering

and Borrowings

As
Adjusted

(in thousands)
Cash and cash equivalents $ 3,528 $ 3,528

Debt:
Current portion of long-term debt $ 12,449 $ 12,449
Long-term debt, less current portion 118,678 $ 23,204 (a) 56,882

(85,000)(b)

Total debt (c) 131,127 (61,796) 69,331

Partners� capital:
Common unitholders 129,168 77,137 (d) 194,993

(11,312)(e)
Senior subordinated unitholders 46,842 (5,629)(e) 41,213
Junior subordinated unitholders (141) (911)(e) (1,052)
Non-managing general partner (2% interest) 3,114 1,659 (d) 4,409

(364)(e)

Total partners� capital 178,983 60,580 239,563

Total capitalization $ 310,110 $ (1,216)  $ 308,894

Edgar Filing: INERGY L P - Form 424B3

Table of Contents 18



(a) Reflects the net borrowings under our bank credit facility to be used in the repayment of the senior secured notes.
(b) Reflects the repayment in full of the senior secured notes. This does not consider the effects of terminating the related interest rate swap

agreements, under which $1.3 million is recorded as long-term debt at September 30, 2003.
(c) Does not reflect approximately $33.0 million of indebtedness incurred through December 31, 2003, primarily attributable to borrowings

under our revolving credit facility.
(d) Reflects assumed net proceeds of $77.1 million (based on the last reported sales price of our common units on Nasdaq on January 6, 2004

of $49.27 per unit) from the issuance of 1,650,000 common units in this offering and the $1.7 million capital contribution from our
non-managing general partner to retain its 2% general partner interest.

(e) Reflects the reduction in partners� capital related to the charges to be recorded in connection with the prepayment premium of
approximately $17.0 million related to the senior secured notes, and the write off of $1.2 million in deferred financing costs related to the
senior secured notes.
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MANAGEMENT

The following table sets forth certain information with respect to the executive officers and members of the board of directors of our managing
general partner. Executive officers and directors will serve until their successors are duly appointed or elected.

Name Age Position with General Partner

John J. Sherman 48 President, Chief Executive Officer and Director
Phillip L. Elbert 45 Executive Vice President�Operations and Director
David G. Dehaemers 43 Executive Vice President�Corporate Development
R. Brooks Sherman, Jr. 38 Senior Vice President and Chief Financial Officer
Dean E. Watson 45 Senior Vice President�Wholesale, Supply Logistics

& Transportation
Carl A. Hughes 49 Vice President�Business Development
Laura L. Ozenberger 45 Vice President�General Counsel & Secretary
Warren H. Gfeller 51 Director
Arthur B. Krause 62 Director
David J. Schulte 42 Director
Robert A. Pascal 69 Director

John J. Sherman has served as President, Chief Executive Officer and a director of our managing general partner since March 2001, and of our
predecessor from 1997 until July 2001. Prior to joining our predecessor, he was a vice president with Dynegy Inc. from 1996 through 1997. He
was responsible for all downstream propane marketing operations, which at the time were the country�s largest. From 1991 through 1996, Mr.
Sherman was the president of LPG Services Group, Inc., a company he co-founded and grew to become one of the nation�s largest wholesale
marketers of propane before Dynegy acquired LPG Services in 1996. From 1984 through 1991, Mr. Sherman was a vice president and member
of the management committee of Ferrellgas, which is one of the country�s largest retail propane marketers.

Phillip L. Elbert has served as Executive Vice President�Operations of our managing general partner since March 2001. He joined our
predecessor as Executive Vice President�Operations in connection with our acquisition of the Hoosier Propane Group in January 2001. Mr. Elbert
joined the Hoosier Propane Group in 1992 and was responsible for overall operations, including Hoosier�s retail, wholesale, and transportation
divisions. From 1987 through 1992, he was employed by Ferrellgas, serving in a number of management positions relating to retail,
transportation and supply. Prior to joining Ferrellgas, he was employed by Buckeye Gas Products, a large propane marketer from 1981 to 1987.

David G. Dehaemers has served as Executive Vice President�Corporate Development since November 2003. Prior to joining Inergy, Mr.
Dehaemers served as the Vice President�Corporate Development of Kinder Morgan G.P., Inc. (the general partner of Kinder Morgan Energy
Partners, L.P.) and Kinder Morgan, Inc. from 2000 until 2003. He served as Vice President and Chief Financial Officer of Kinder Morgan, Inc.
from 1999 until 2000. He served as Vice President, Chief Financial Officer and Treasurer of Kinder Morgan G.P., Inc. from 1997 until 2000.

R. Brooks Sherman, Jr. (no relation to Mr. John Sherman) has served as Senior Vice President since September 2002 and Chief Financial Officer
of our managing general partner since March 2001. Mr. Sherman previously served as Vice President from March 2001 until September 2002.
He joined our predecessor in December 2000 as Vice President and Chief Financial Officer. From 1999 until joining our predecessor, he served
as chief financial officer of MCM Capital Group. From 1996 through 1999, Mr. Sherman was employed by National Propane Partners, a
publicly traded master limited partnership, first as its controller and chief accounting officer and subsequently as its chief financial officer. From
1995 to 1996, Mr. Sherman served as chief financial officer for Berthel Fisher & Co. Leasing Inc. and prior to 1995, Mr. Sherman was in public
accounting with Ernst & Young and KPMG Peat Marwick.
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Dean E. Watson has served as Senior Vice President of Wholesale, Supply Logistics & Transportation of our managing general partner since
September 2002. From 1999 to 2002 he served as President and CEO of Texas Encore Materials. From 1982 to 1999, Mr. Watson worked for
Koch Industries. While at Koch, Mr. Watson served in a variety of roles, including President and CEO of Koch Agriculture from 1995 to 1999,
President of Koch Nitrogen Company from 1992 to 1995 and Vice President of Koch Carbon, Inc. from 1988 to 1990.

Carl A. Hughes has served as Vice President of Business Development of our managing general partner since March 2001. He joined our
predecessor as Vice President of Business Development in 1998. From 1996 through 1998, he served as a regional manager for Dynegy Inc.,
responsible for propane activities in 17 midwest and northeastern states. From 1993 through 1996, Mr. Hughes served as a regional marketing
manager for LPG Services Group. From 1985 through 1992, Mr. Hughes was employed by Ferrellgas where he served in a variety of
management positions.

Laura L. Ozenberger has served as Vice President�General Counsel & Secretary since February 2003. From 1990 to 2003, Ms Ozenberger
worked for Sprint Corporation. While at Sprint, Ms. Ozenberger served in a number of management roles in the Legal and Finance departments,
including Assistant Corporate Secretary from 1996 through 2003. Prior to 1990, Ms. Ozenberger was in a private legal practice.

Warren H. Gfeller has been a member of our managing general partner�s board of directors since March 2001. He was a member of our
predecessor�s board of directors since January 2001 until July 2001. He has engaged in private investments since 1991. From 1984 to 1991, Mr.
Gfeller served as president and chief executive officer of Ferrellgas, Inc., a retail and wholesale marketer of propane and other natural gas
liquids. Mr. Gfeller began his career with Ferrellgas in 1983 as an executive vice president and financial officer. He also serves as a director of
Zapata Corporation.

Arthur B. Krause has been a member of our managing general partner�s board of directors since May 2003. Mr. Krause retired from Sprint
Corporation in 2002, where he served as Executive Vice President and Chief Financial Officer from 1988 to 2002. He was President of United
Telephone-Eastern Group from 1986 to 1988. From 1980 to 1986, he was Senior Vice President of United Telephone System. He also serves as
a director of Westar Energy and Callnet Enterprises, Inc.

David J. Schulte has been a member of our managing general partner�s board of directors since March 2001. He was a member of our
predecessor�s board of directors from January 2001 until July 2001. He has been a managing director of private equity firm Kansas City Equity
Partners since 1994. Prior to joining Kansas City Equity Partners, Mr. Schulte was an investment banker from 1989 to 1994. He also serves as a
director of Elecsys Corp.

Robert A. Pascal joined our managing general partner�s board of directors in July 2003, upon our acquisition of the assets of United Propane, Inc.
He owns the capital stock of the former United Propane and has served as it Chief Executive Officer since 1980. He also has 40 years of industry
experience.

S-12
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TAX CONSIDERATIONS

The tax consequences to you of an investment in our common units will depend in part on your own tax circumstances. For a discussion of the
principal federal income tax considerations associated with our operations and the purchase, ownership and disposition of our common units,
please read �Tax Considerations� in the accompanying prospectus. You are urged to consult with your own tax advisor about the federal, state,
local and foreign tax consequences peculiar to your circumstances.

We estimate that if you purchase common units in this offering and own them through December 31, 2005, then you will be allocated, on a
cumulative basis, an amount of federal taxable income for that period that will be no more than 20% of the cash distributed to you with respect
to that period. This estimate is based upon the assumption that our available cash for distribution will be sufficient for us to make quarterly
distributions of $0.77 per unit to the holders of our common units, and other assumptions with respect to capital expenditures, cash flow and
anticipated cash distributions. This estimate and our assumptions are subject to, among other things, numerous business, economic, regulatory,
competitive and political uncertainties beyond our control. Further, the estimate is based on current tax law and certain tax reporting positions
that we have adopted with which the IRS could disagree. Accordingly, we cannot assure you that the estimate will be correct. The actual
percentage of distributions that will constitute taxable income could be higher or lower, and any differences could be material and could
materially affect the value of the common units. See �Tax Considerations� in the accompanying prospectus.

Recently issued Treasury Regulations require taxpayers to report certain information on Internal Revenue Service Form 8886 if they participate
in a �reportable transaction.� You may be required to file this form with the IRS if we participate in a �reportable transaction.� A transaction may be
a reportable transaction based upon any of several factors. You are urged to consult with your own tax advisor concerning the application of any
of these factors to your investment in our common units. Congress is considering legislative proposals that, if enacted, would impose significant
penalties for failure to comply with these disclosure requirements. The Treasury Regulations also impose obligations on �material advisors� that
organize, manage or sell interests in registered �tax shelters.� As stated in the prospectus accompanying this prospectus supplement, we have
registered as a tax shelter, and, thus, one of our material advisors will be required to maintain a list with specific information, including your
name and tax identification number, and to furnish this information to the IRS upon request. You are urged to consult with your own tax advisor
concerning any possible disclosure obligation with respect to your investment and should be aware that we and our material advisors intend to
comply with the list and disclosure requirements.

Ownership of common units by tax-exempt entities, regulated investment companies and foreign investors raises issues unique to such persons.
Please read �Tax Considerations�Tax-Exempt Organizations and Other Investors� in the accompanying prospectus.

Under recently enacted legislation, the top marginal income tax rate for individuals was lowered to 35%. In general, net capital gains of an
individual are subject to a maximum 15% tax rate if the asset disposed of was held for more than 12 months at the time of disposition.

In addition, because of widespread state budget deficits, several states are evaluating ways to subject partnerships to entity-level taxation through
the implementation of state income, franchise or other forms of taxation. If any state were to impose a tax on us as an entity, our cash available
for distribution would be reduced.

S-13
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UNDERWRITING

Subject to the terms and conditions of the underwriting agreement, which will be filed with the Commission as an exhibit to a current report on
Form 8-K, each of the underwriters named below have severally agreed to purchase common units from us. Each underwriter is obligated to
purchase the respective number of common units indicated in the following table:

Underwriters

Number of
Common Units

Lehman Brothers Inc.
A.G. Edwards & Sons, Inc.
Wachovia Capital Markets, LLC
Raymond James & Associates, Inc.

Total 1,650,000

The underwriting agreement provides that the underwriters are obligated to purchase, subject to certain conditions, all of the common units in
the offering, if any are purchased, other than those covered by the over- allotment option described below. The conditions contained in the
underwriting agreement include the requirement that:

� all of the representations and warranties made by us to the underwriters are true;

� there has been no material adverse change in our condition or in the financial markets; and

� we deliver to the underwriters customary closing documents.

Over-Allotment Option

We have granted to the underwriters a 30-day option after the date of the underwriting agreement to purchase, in whole or in part, up to an
aggregate of 247,500 additional common units (without giving effect to our pending unit split) at the price to the public less the underwriting
discount set forth on the cover page of this prospectus supplement. Such option may be exercised to cover over-allotments made in connection
with the offering. If this option is exercised, each underwriter will be obligated, subject to certain conditions, to purchase the additional common
units proportionate to the underwriter�s initial underwriting commitment in the offering as indicated in the preceding table, and we will be
obligated, pursuant to the option, to sell these common units to the underwriters.

Commission and Expenses
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We have been advised by the underwriters that they propose to offer the common units directly to the public at the price to the public set forth on
the cover page of this prospectus supplement and to selected dealers, who may include the underwriters, at the offering price less a selling
concession not in excess of $             per unit. The underwriters may allow, and the selected dealers may reallow, a discount from the concession
not in excess of $             per unit to other dealers. After the offering, the underwriters may change the offering price and other selling terms.

The following table shows the underwriting discounts and commissions we will pay to the underwriters. These amounts are shown assuming
both no exercise and full exercise of the underwriters� option to purchase additional common units. The underwriting fee is the difference
between the initial offering price and the amount the underwriters pay to us to purchase the common units from us.

No Exercise Full Exercise

Per Unit $ $
Total $ $

We estimate that the total expenses of the offering, excluding underwriting discounts and commissions, will be approximately $500,000.

S-14

Edgar Filing: INERGY L P - Form 424B3

Table of Contents 25



Table of Contents

Lock-Up Agreements

We, our affiliates that own common units, the directors and executive officers of our managing general partner and the holder of the 889,906
common units and 254,259 senior subordinated units issued in the United Propane acquisition have agreed that they will not, subject to limited
exceptions, directly or indirectly, sell, offer, pledge or otherwise dispose of any common units or any securities convertible into or exchangeable
or exercisable for common units or enter into any derivative transaction with similar effect as a sale of common units for a period of 90 days
after the date of this prospectus supplement without the prior written consent of Lehman Brothers Inc. The restrictions described in this
paragraph do not apply to any existing employee benefit plans, to issuances of common units in connection with acquisitions and capital
improvements that increase cash flow from operations on a per unit basis, and to the transfer of senior subordinated units and junior
subordinated units.

Lehman Brothers Inc., in its discretion, may release the common units subject to lock-up agreements in whole or in part at any time with or
without notice. When determining whether or not to release common units from lock-up agreements, Lehman Brothers Inc. will consider, among
other factors, the unitholders� reasons for requesting the release, the number of common units for which the release is being requested and market
conditions at the time.

Indemnification

We, our general partner and our operating partnership have agreed to indemnify the underwriters against certain liabilities, including liabilities
under the Securities Act of 1933, or to contribute to payments that may be required to be made in respect of these liabilities.

Stabilization, Short Positions and Penalty Bids

In connection with this offering, the underwriters may engage in stabilizing transactions, over-allotment transactions, syndicate covering
transactions and penalty bids for the purpose of pegging, fixing or maintaining the price of the common units in accordance with Regulation M
under the Securities Exchange Act of 1934, as amended.

� Stabilizing transactions permit bids to purchase the underlying security so long as the stabilizing bids do not exceed a specified
maximum.

� Over-allotment transactions involve sales by the underwriters of the common units in excess of the number of units the underwriters are
obligated to purchase, which creates a syndicate short position. The short position may be either a covered short position or a naked
short position. In a covered short position, the number of units over-allotted by the underwriters is not greater than the number of units
they may purchase in the over-allotment option. In a naked short position, the number of units involved is greater than the number of
units in the over-allotment option. The underwriters may close out any short position by either exercising their over-allotment option
and/or purchasing common units in the open market.

� Syndicate covering transactions involve purchases of the common units in the open market after the distribution has been completed in
order to cover syndicate short positions. In determining the source of the common units to close out the short position, the underwriters
will consider, among other things, the price of common units available for purchase in the open market as compared to the price at
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which they may purchase common units through the over-allotment option. If the underwriters sell more common units than could be
covered by the over-allotment option, a naked short position, the position can only be closed out by buying common units in the open
market. A naked short position is more likely to be created if the underwriters are concerned that there could be downward pressure on
the price of the common units in the open market after pricing that could adversely affect investors who purchase in the offering.

� Penalty bids permit the underwriters to reclaim a selling concession from a syndicate member when the common units originally sold
by the syndicate member are purchased in a stabilizing or syndicate covering transaction to cover syndicate short positions.
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These stabilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or maintaining the market price of
our common units or preventing or retarding a decline in the market price of the common units. As a result, the price of the common units may
be higher than the price that might otherwise exist in the open market. These transactions may be effected on the Nasdaq or otherwise and, if
commenced, may be discontinued at any time.

Neither we nor any of the underwriters makes any representation or prediction as to the direction or magnitude of any effect that the transactions
described above may have on the price of the common units. In addition, neither we nor any of the underwriters makes any representation that
the underwriters will engage in these stabilizing transactions or that any transaction, once commenced, will not be discontinued without notice.

No sales to accounts over which the underwriters have discretionary authority may be made without the prior written approval of the customer.

Affiliations

Some of the underwriters and their affiliates have performed investment banking, financial advisory and other commercial services for us and
our affiliates in the ordinary course of business from time to time for which they have received customary fees and expenses. The underwriters
and their affiliates may, from time to time in the future, engage in transactions with and perform such services for us and our affiliates in the
ordinary course of business.

Electronic Distribution

A prospectus in electronic format may be made available on the Internet sites or through other online services maintained by the underwriters
and/or selling group members participating in this offering, or by their affiliates. In those cases, prospective investors may view offering terms
online, and depending upon the particular underwriter or selling group member, prospective investors may be allowed to place orders online.
The underwriters may agree with us to allocate a specific number of shares for sale to online brokerage account holders. Any such allocation for
online distributions will be made by the underwriters on the same basis as other allocations.

Other than the prospectus in electronic format, the information on any underwriter�s or selling group member�s web site and any information
contained in any other web site maintained by an underwriter or selling group member is not part of the prospectus or the registration statement
of which this prospectus supplement forms a part, has not been approved and/or endorsed by us or any underwriter or selling group member in
its capacity as underwriter or selling group member and should not be relied upon by investors.

Listing

The common units are listed on the Nasdaq under the symbol �NRGY.�
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Passive Market Making

In connection with the offering, the underwriters may engage in passive market making transactions in the common units on the Nasdaq
National Market in accordance with Rule 103 of Regulation M under the Securities Exchange Act of 1934 during the period before the
commencement of offers or sales of common units and extending through the completion of the distribution. A passive market maker must
display its bids at a price not in excess of the highest independent bid of the security. However, if all independent bids are lowered below the
passive market maker�s bid, that bid must be lowered when specified purchase limits are exceeded.

NASD Conduct Rules

Because the NASD views the common units offered hereby as interests in a direct participation program, the offering is being made in
compliance with Rule 2810 of the NASD Conduct Rules. Investor suitability with respect to the common units should be judged similarly to the
suitability with respect to other securities that are listed for trading on a national securities exchange.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The Securities and Exchange Commission allows us to incorporate by reference into this prospectus supplement and the accompanying
prospectus the information we file with it, which means that we can disclose important information to you by referring you to those documents.
The information incorporated by reference is considered to be part of this prospectus supplement and the accompanying prospectus, and later
information that we file with the Commission will automatically update and supersede this information. We incorporate by reference the
documents listed below filed by us and any future filings made by us with the Commission under section 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934, as amended, (excluding any information furnished pursuant to Item 9 or Item 12 on any current report on
Form 8-K) until this offering is completed:

� our annual report on Form 10-K for the fiscal year ended September 30, 2003 (as amended on January 7, 2004);

� our current reports on Form 8-K filed with the Commission on August 15, 2003 (as amended on October 14, 2003) and January 7, 2004;
and

� the description of our common units contained in our registration statement on Form 8-A, initially filed with the Commission on March
15, 2001, and any subsequent amendment thereto filed for the purposes of updating such description.

The documents incorporated by reference into this prospectus supplement do not give effect to our pending unit split.

LEGAL MATTERS

The validity of the common units will be passed upon for us by Vinson & Elkins L.L.P., Houston, Texas. Certain legal matters in connection
with the common units offered hereby will be passed upon for the underwriters by Baker Botts L.L.P., Houston, Texas.

EXPERTS

Ernst & Young LLP, independent auditors, have audited our consolidated financial statements and schedule included in our Annual Report on
Form 10-K for the year ended September 30, 2003, the financial statements of United Propane, Inc. and Subsidiary included in our Current
Report on Form 8-K/A dated October 14, 2003, and the balance sheet of Inergy GP, LLC included in our Current Report on Form 8-K dated
January 7, 2004, as set forth in their reports, which are incorporated by reference in this prospectus supplement and accompanying prospectus.
These financial statements are incorporated by reference in reliance on Ernst & Young LLP�s reports, given on their authority as experts in
accounting and auditing.
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PROSPECTUS

$300,000,000

Inergy, L.P.

Common Units

Partnership Securities

Debt Securities

This prospectus provides you with a general description of the securities we may offer. Each time we offer to sell securities we will provide a
prospectus supplement that will contain specific information about the terms of that offering. The prospectus supplement also may add, update
or change information contained in this prospectus. You should read this prospectus and any prospectus supplement carefully before you invest.

Our common units are traded on the Nasdaq National Market under the symbol �NRGY.� On November 21, 2002, the last reported sale price of
our common units on the Nasdaq was $28.31 per common unit. We will provide information in the prospectus supplement for the trading
market, if any, for the partnership securities and debt securities.

You should read and carefully consider the risks relating to investing in the securities and each of the other risk
factors described under � Risk Factors� beginning on page 1 of this prospectus.

Our principal executive offices are located at 2 Brush Creek Boulevard, Suite 200, Kansas City, Missouri 64112, and our phone number is (816)
842-8181.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
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GUIDE TO READING THIS PROSPECTUS

To understand us and the terms of our common units and other securities we may offer, you should carefully read this prospectus together with
any and all prospectus supplements before you invest. You also should read the documents we refer to under �Where You Can Find More
Information� for information on us and for our financial statements.

The following information should help you understand some of the conventions used in this prospectus.

� Throughout this prospectus:

(1) when we use the terms �we,� �us,� or �Inergy, L.P.,� we are referring either to Inergy, L.P., the registrant itself, or to Inergy, L.P. and
its operating subsidiaries collectively, as the context requires;

(2) when we use the term �our predecessor,� we are referring to Inergy Partners, LLC, the entity that conducted our business prior to
our initial public offering, which closed on July 31, 2001. Inergy, L.P. was formed as a Delaware limited partnership on March
7, 2001 and did not have operations until the initial public offering. Our predecessor commenced operations in November
1996. The discussion of our business throughout this prospectus relates to the business operations of Inergy Partners, LLC prior
to Inergy, L.P.�s initial public offering and Inergy, L.P. thereafter;

(3) when we use the term �securities,� we are referring to the common units, partnership securities and debt securities described in
this prospectus; and

(4) when we use the term �unitholders,� we are referring to the holders of common units and partnership securities, and we are
referring to the holders of debt securities when we use the term �holders,� except as the context otherwise requires.

� We have a managing general partner and a non-managing general partner. Our managing general partner is responsible for the
management of our partnership and its operations are governed by a board of directors. Our managing general partner does not have
rights to allocations or distributions from our partnership and does not receive a management fee, but it is reimbursed for expenses
incurred on our behalf. Our non-managing general partner owns a 2% non-managing general partner interest in our partnership.
Generally, we refer to each general partner as managing or non-managing, as the case may be. We collectively refer to our managing
general partner and our non-managing general partner as our �general partners.�

RISK FACTORS

Before you invest in the securities, you should be aware that there are risks in doing so, including those described below. Common units,
representing limited partner interests, and other securities we may offer are inherently different from capital stock of a corporation, although
many of the business risks to which we are subject are similar to those that would be faced by a corporation engaged in a similar business. You
should carefully consider the following risk factors together with all of the other information included in this prospectus, any prospectus
supplement and the information that we have incorporated herein by reference before investing in the securities.
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If any of the following risks were actually to occur, our business, financial condition or results of operations could be materially adversely
affected. In that case, we may be unable to make distributions to our unitholders or pay interest on or the principal of any debt securities, the
trading price of our securities could decline and you could lose all or part of your investment.
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Risks Inherent in Our Business

We may not be able to generate sufficient cash from operations to allow us to pay the minimum quarterly distribution.

The amount of cash we can distribute on our common units and partnership securities depends upon the amount of cash we generate from our
operations. The amount of cash we generate from our operations will fluctuate from quarter to quarter and will depend upon, among other
things, the temperatures in our operating areas, the cost to us of the propane we buy for resale, the level of competition from other propane
companies and other energy providers and prevailing economic conditions. In addition, the actual amount of cash available for distribution will
also depend on other factors, such as the level of capital expenditures we make, debt service requirements, fluctuations in working capital needs,
our ability to borrow under our working capital facility to make distributions, and the amount, if any, of cash reserves established by the
managing general partner in its discretion for the proper conduct of our business. Because of all these factors, we may not have sufficient
available cash each quarter to be able to pay the minimum quarterly distribution.

Furthermore, you should be aware that the amount of cash we have available for distribution depends primarily upon our cash flow, including
cash flow from financial reserves and working capital borrowings, and is not solely a function of profitability, which will be affected by
non-cash items. As a result, we may make cash distributions during periods when we record losses and may not make cash distributions during
periods when we record net income.

Since weather conditions may adversely affect the demand for propane, our financial condition and results of operations are vulnerable to,
and will be adversely affected by, warm winters.

Weather conditions have a significant impact on the demand for propane because our customers depend on propane principally for heating
purposes. As a result, warm weather conditions will adversely impact our operating results and financial condition. Actual weather conditions
can substantially change from one year to the next. Furthermore, warmer than normal temperatures in one or more regions in which we operate
can significantly decrease the total volume of propane we sell. Consequently, our operating results may vary significantly due to actual changes
in temperature. During the fiscal years ended September 30, 1999, 2000 and 2002, temperatures were significantly warmer than normal in our
areas of operation. We believe that our results of operations during these periods were adversely affected primarily due to this abnormally warm
weather.

If we do not continue to make acquisitions on economically acceptable terms, our future financial performance will be limited.

The propane industry is not a growth industry because of increased competition from alternative energy sources. In addition, as a result of
long-standing customer relationships that are typical in the retail home propane industry, the inconvenience of switching tanks and suppliers and
propane�s higher cost as compared to other energy sources, we may have difficulty in increasing our retail customer base other than through
acquisitions. Therefore, while our business strategy includes internal growth, our ability to grow will depend principally on acquisitions. Our
future financial performance depends on our ability to continue to make acquisitions at attractive prices. We cannot assure you that we will be
able to continue to identify attractive acquisition candidates in the future or that we will be able to acquire businesses on economically
acceptable terms. In particular, competition for acquisitions in the propane business has intensified and become more costly. We may not be able
to grow as rapidly as we expect through acquiring additional businesses after this offering closes for various reasons, including the following:
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� We will use our cash from operations primarily for reinvestment in our business and distributions to unitholders. Consequently, the
extent to which we are unable to use cash or access capital to pay for additional acquisitions may limit our growth and impair operating
results. Further, we are subject to certain debt incurrence covenants in our revolving credit facility and senior secured notes that may
restrict our ability to incur additional debt to finance acquisitions. In addition, any new debt we incur to finance acquisitions may
adversely affect our ability to make distributions to our unitholders.
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� Although we intend to use our securities as an acquisition currency, some prospective sellers may not be willing to accept our securities
as consideration and their issuance in some circumstances may be dilutive to our existing unitholders.

Moreover, acquisitions involve potential risks, including:

� the inability to integrate the operations of recently acquired businesses,

� the diversion of management�s attention from other business concerns,

� customer or key employee loss from the acquired businesses, and

� a significant increase in our indebtedness.

We cannot assure you that we will be successful in integrating our recent acquisitions.

We have recently completed the Independent Propane Company, Pro Gas and Hancock acquisitions, which geographically expanded our
operations into several new states, including Arkansas, Florida, Georgia, Oklahoma, South Carolina and Texas. We cannot assure you that we
will successfully integrate these acquisitions into our operations, or that we will achieve the desired profitability from these acquisitions. Failure
to successfully integrate these acquisitions could adversely affect our operations and cash flows available for distribution to our unitholders.

Sudden and sharp propane price increases that cannot be passed on to customers may adversely affect our profit margins.

The propane industry is a �margin-based� business in which gross profits depend on the excess of sales prices over supply costs. As a result, our
profitability will be sensitive to changes in wholesale prices of propane caused by changes in supply or other market conditions. When there are
sudden and sharp increases in the wholesale cost of propane, we may not be able to pass on these increases to our customers through retail or
wholesale prices. Propane is a commodity and the price we pay for it can fluctuate significantly in response to changes in supply or other market
conditions. We have no control over supply or market conditions. In addition, the timing of cost pass-throughs can significantly affect margins.
Sudden and extended wholesale price increases could reduce our gross profits and could, if continued over an extended period of time, reduce
demand by encouraging our retail customers to conserve or convert to alternative energy sources. Furthermore, on May 1, 2002, we entered into
a one-year contract to purchase all of Sunoco Inc. (R&M)�s propane production at its Toledo, Ohio refinery, which is approximately 62 million
gallons per year. If we are unable to market all of this propane at competitive prices, our gross profits and margins could be significantly
reduced.

Our indebtedness may limit our ability to borrow additional funds, make distributions to our unitholders or capitalize on acquisition or other
business opportunities.

As of November 21, 2002, our total outstanding long-term indebtedness (excluding borrowings under our working capital facility) was
approximately $118.4 million, including $85.7 million of senior secured notes, approximately $29.0 million under our acquisition facility and
approximately $3.7 million of other indebtedness. Our payment of principal and interest on the indebtedness will reduce the cash available for
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distribution on our common units and partnership securities. We will be prohibited by our credit facility and the terms of our senior secured
notes from making cash distributions during an event of default under any of our indebtedness. Furthermore, our leverage and various limitations
in the credit facility and the note purchase agreement relating to the senior secured notes may reduce our ability to incur additional indebtedness,
to engage in some transactions and to capitalize on acquisition or other business opportunities.

In addition, our credit facility contains provisions relating to change of control of our managing general partner, our partnership and our
operating company. If these provisions are triggered, such outstanding
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indebtedness may become due. In such event, there is no assurance that we would be able to pay the indebtedness, in which case the lenders
would have the right to foreclose on our assets, which would have a material adverse effect on us. There is no restriction on the ability of our
general partners to enter into a transaction which would trigger the change of control provisions.

The highly competitive nature of the retail propane business could cause us to lose customers, thereby reducing our revenues.

We have competitors and potential competitors who are larger and have substantially greater financial resources than we do, which may provide
them with some advantages. Also, because of relatively low barriers to entry into the retail propane business, numerous small retail propane
distributors, as well as companies not engaged in retail propane distribution, may enter our markets and compete with us. Competition in the past
several years has intensified, partly as a result of warmer-than-normal weather and general economic conditions. Most of our propane retail
branch locations compete with several marketers or distributors. The principal factors influencing competition with other retail marketers are:

� price,

� reliability and quality of service,

� responsiveness to customer needs,

� safety concerns,

� long-standing customer relationships,

� the inconvenience of switching tanks and suppliers, and

� the lack of growth in the industry.

We can make no assurances that we will be able to compete successfully on the basis of these factors. If a competitor attempts to increase market
share by reducing prices, we may lose customers, which would reduce our revenues.

If we are not able to purchase propane from our principal suppliers, our results of operations would be adversely affected.

During the fiscal year ended September 30, 2001, Louis Dreyfus Energy Services, L.P. and Dynegy Inc. each accounted for approximately 10%
of our volume of propane purchases on a pro forma combined basis. Most of these purchases were made under supply contracts that have a term
of one year, are subject to annual renewal and provide various pricing formulas. On May 1, 2002, we entered into a one-year contract to
purchase all of Sunoco Inc. (R&M)�s propane production at its Toledo, Ohio refinery, which is approximately 62 million gallons per year. In the
event that we are unable to purchase propane from Sunoco or our other significant suppliers, our failure to obtain alternate sources of supply at
competitive prices and on a timely basis would hurt our ability to satisfy customer demand, reduce our revenues and adversely affect our results
of operations.
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Competition from alternative energy sources may cause us to lose customers, thereby reducing our revenues.

Competition from alternative energy sources, including natural gas and electricity, has been increasing as a result of reduced regulation of many
utilities, including natural gas and electricity. Propane is generally not competitive with natural gas in areas where natural gas pipelines already
exist because natural gas is a less expensive source of energy than propane. The gradual expansion of natural gas distribution systems and
availability of natural gas in many areas that previously depended upon propane could cause us to lose customers, thereby reducing our
revenues.
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Terrorist attacks, such as the attacks that occurred on September 11, 2001, have resulted in increased costs, and future war or risk of war
may adversely impact our results of operations.

The impact that terrorist attacks, such as the attacks of September 11, 2001, may have on the energy industry in general, and on us in particular,
is not known at this time. Uncertainty surrounding retaliatory military strikes or a sustained military campaign may affect our operations in
unpredictable ways, including disruptions of fuel supplies and markets, particularly oil, and the possibility that infrastructure facilities, including
pipelines, production facilities, processing plants and refineries, could be direct targets of, or indirect casualties of, an act of terror. We may have
to incur additional costs in the future to safeguard certain of our assets and we may be required to incur significant additional costs in the future.

The terrorist attacks on September 11, 2001 and the changes in the insurance markets attributable to the September 11 attacks may make certain
types of insurance more difficult for us to obtain. We may be unable to secure the levels and types of insurance we would otherwise have
secured prior to September 11, 2001. There can be no assurance that insurance will be available to us without significant additional costs. A
lower level of economic activity could also result in a decline in energy consumption which could adversely affect our revenues or restrict our
future growth. Instability in the financial markets as a result of terrorism or war could also affect our ability to raise capital.

Our business would be adversely affected if service at our principal storage facilities or on the common carrier pipelines we use is
interrupted.

Historically, a substantial portion of the propane purchased to support our operations has originated at Conway, Kansas, Hattiesburg, Mississippi
and Mont Belvieu, Texas and has been shipped to us through major common carrier pipelines. Any significant interruption in the service at these
storage facilities or on the common carrier pipelines we use would adversely affect our ability to obtain propane.

We are subject to operating and litigation risks that could adversely affect our operating results to the extent not covered by insurance.

Our operations are subject to all operating hazards and risks incident to handling, storing, transporting and providing customers with
combustible liquids such as propane. As a result, we have been, and likely will be, a defendant in legal proceedings and litigation arising in the
ordinary course of business. We maintain insurance policies with insurers in such amounts and with such coverages and deductibles as we
believe are reasonable and prudent. However, our insurance may not be adequate to protect us from all material expenses related to potential
future claims for personal and property damage. In addition, the occurrence of a serious accident, whether or not we are involved, may have an
adverse effect on the public�s desire to use our products.

Our results of operations and financial condition may be adversely affected by governmental regulation and associated environmental and
regulatory costs.

The propane business is subject to a wide range of federal and state laws and regulations related to environmental and other regulated matters.
We may have higher costs in the future due to stricter pollution control requirements or liabilities resulting from non-compliance with operating
or other regulatory permits. New environmental regulations might adversely impact our operations, as well as the storage and transportation of
propane.

Edgar Filing: INERGY L P - Form 424B3

Table of Contents 43



Energy efficiency and new technology may reduce the demand for propane and adversely affect our operating results.

Increased conservation and technological advances, including installation of improved insulation and the development of more efficient furnaces
and other heating devices, has adversely affected the demand for propane by retail customers. Future conservation measures or technological
advances in heating, conservation, energy generation or other devices might reduce demand for propane and adversely affect our operating
results.
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Due to our lack of asset diversification, adverse developments in our propane business would reduce our ability to make distributions to our
unitholders.

We rely exclusively on the revenues generated from our propane business. Due to our lack of asset diversification, an adverse development in
this business would have a significantly greater impact on our financial condition and results of operations than if we maintained more diverse
assets.

Risks Inherent in an Investment in Inergy, L.P.

Unitholders have less ability to elect or remove management than holders of common stock in a corporation.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters affecting our business, and therefore
limited ability to influence management�s decisions regarding our business. Unitholders did not elect our managing general partner or its board of
directors and will have no right to elect our managing general partner or its board of directors on an annual or other continuing basis. The board
of directors of our managing general partner is chosen by the sole member of our managing general partner, Inergy Holdings. Although our
managing general partner has a fiduciary duty to manage our partnership in a manner beneficial to Inergy, L.P. and the unitholders, the directors
of the managing general partner have a fiduciary duty to manage the managing general partner in a manner beneficial to its member, Inergy
Holdings.

Furthermore, if the unitholders are dissatisfied with the performance of our managing general partner, they will have little ability to remove our
managing general partner. First of all, the managing general partner generally may not be removed except upon the vote of the holders of
66 2/3% of the outstanding units voting together as a single class. Because the general partners and their affiliates, including our executive
officers and directors, currently control approximately 30% of all the units, it will be difficult to remove the managing general partner without
the consent of the general partners and our affiliates. Furthermore, if the managing general partner is removed without cause during the
subordination period and units held by the general partners and their affiliates are not voted in favor of that removal, all remaining subordinated
units will automatically be converted into common units and any existing arrearages on the common units will be extinguished. A removal under
these circumstances would adversely affect the common units by prematurely eliminating their distribution and liquidation preference over the
subordinated units which would otherwise have continued until we had met certain distribution and performance tests.

Cause is narrowly defined to mean that a court of competent jurisdiction has entered a final, non-appealable judgment finding the managing
general partner liable for actual fraud, gross negligence, or willful or wanton misconduct in its capacity as our managing general partner. Cause
does not include most cases of charges of poor management of the business, so the removal of the managing general partner because of the
unitholders� dissatisfaction with the managing general partner�s performance in managing our partnership will most likely result in the termination
of the subordination period.

Furthermore, unitholders� voting rights are further restricted by the partnership agreement provision providing that any units held by a person that
owns 20% or more of any class of units then outstanding, other than the general partners and their affiliates, cannot be voted on any matter.

The control of our managing general partner may be transferred to a third party without unitholder consent.
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The managing general partner may transfer its general partner interest to a third party in a merger or in a sale of all or substantially all of its
assets without the consent of the unitholders. Furthermore, there is no restriction in the partnership agreement on the ability of the owner of the
managing general partner, Inergy Holdings, from transferring its ownership interest in the managing general partner to a third party. The new
owner of the managing general partner would then be in a position to replace the board of directors and officers
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of the managing general partner with its own choices and to control the decisions taken by the board of directors and officers.

Our managing general partner has a limited call right that may require you to sell your common units at an undesirable time or price.

If at any time less than 20% of the outstanding units of any class are held by persons other than our general partners and their affiliates, our
managing general partner has the right to acquire all, but not less than all, of those units held by the unaffiliated persons. The price for these
units will not be less than the then-current market price of the units. As a consequence, you may be required to sell your common units at an
undesirable time or price. Our managing general partner may assign this acquisition right to any of its affiliates or to the partnership.

Cost reimbursements due our managing general partner may be substantial and reduce our ability to pay the minimum quarterly
distribution.

Prior to making any distributions on the units, we will reimburse our managing general partner for all expenses it has incurred on our behalf. In
addition, our general partners and their affiliates may provide us with services for which we will be charged reasonable fees as determined by the
managing general partner. The reimbursement of these expenses and the payment of these fees could adversely affect our ability to make
distributions to you. Our managing general partner has sole discretion to determine the amount of these expenses and fees. From July 31, 2001
until June 30, 2002, our general partners and their affiliates incurred $7.0 million of direct and indirect expenses on our behalf, consisting
primarily of salaries and employee benefits. Effective January 1, 2002, all employees of our general partners became employees of our operating
company.

We may issue additional common units without your approval, which would dilute your existing ownership interests.

While any senior subordinated units remain outstanding, our managing general partner may cause us to issue up to 800,000 additional common
units without your approval. Our managing general partner may also cause us to issue an unlimited number of additional common units, without
your approval, in a number of circumstances, such as:

� the issuance of common units in connection with acquisitions that increase cash flow from operations per unit on a pro forma basis,

� the conversion of subordinated units into common units,

� the conversion of the general partner interests and the incentive distribution rights into common units as a result of the withdrawal of
our general partners, or

� issuances of common units under our employee benefit plans.

The issuance of additional common units or other equity securities of equal rank will have the following effects:
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� the proportionate ownership interest of our unitholders in us will decrease,

� the amount of cash available for distribution on each common unit or partnership security may decrease,

� since a lower percentage of total outstanding units will be subordinated units, the risk that a shortfall in the payment of the minimum
quarterly distribution will be borne by the common unitholders will increase,

� the relative voting strength of each previously outstanding common unit may be diminished, and

� the market price of the common units or partnership securities may decline.

Once no senior subordinated units remain outstanding, we may issue an unlimited number of limited partner interests of any type without the
approval of the unitholders. Our partnership agreement does not give the unitholders the right to approve our issuance of equity securities
ranking junior to the common units.
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You may not have limited liability if a court finds that unitholder actions constitute control of our business.

Under Delaware law, you could be held liable for our obligations to the same extent as a general partner if a court determined that the right of
unitholders to remove our managing general partner or to take other action under the partnership agreement constituted participation in the
�control� of our business.

Our general partners generally have unlimited liability for the obligations of the partnership, such as its debts and environmental liabilities,
except for those contractual obligations of the partnership that are expressly made without recourse to the general partners.

In addition, Section 17-607 of the Delaware Revised Uniform Limited Partnership Act provides that, under some circumstances, a unitholder
may be liable to us for the amount of a distribution for a period of three years from the date of the distribution.

Our general partners have conflicts of interest and limited fiduciary responsibilities, which may permit our general partners to favor their
own interests to the detriment of unitholders.

Inergy Holdings and its affiliates directly and indirectly own an aggregate limited partner interest of approximately 24% in us and the incentive
distribution rights, own and control our managing general partner and own and control our non-managing general partner, which owns the 2%
general partner interest. Conflicts of interest could arise in the future as a result of relationships between Inergy Holdings, our general partners
and their affiliates, on the one hand, and the partnership or any of the limited partners, on the other hand. As a result of these conflicts our
general partners may favor their own interests and those of their affiliates over the interests of the unitholders. The nature of these conflicts
includes the following considerations:

� Our general partners may limit their liability and reduce their fiduciary duties, while also restricting the remedies available to
unitholders for actions that might, without the limitations, constitute breaches of fiduciary duty. Unitholders are deemed to have
consented to some actions and conflicts of interest that might otherwise be deemed a breach of fiduciary or other duties under
applicable state law.

� Our general partners are allowed to take into account the interests of parties in addition to the partnership in resolving conflicts of
interest, thereby limiting their fiduciary duties to the unitholders.

� Our general partners� affiliates are not prohibited from engaging in other business or activities, including those in direct competition with
us.

� Our managing general partner determines the amount and timing of asset purchases and sales, capital expenditures, borrowings and
reserves, each of which can affect the amount of cash that is distributed to unitholders.

� Our managing general partner determines whether to issue additional units or other equity securities of the partnership.

� Our managing general partner determines which costs are reimbursable by us.

Edgar Filing: INERGY L P - Form 424B3

Table of Contents 49



� Our managing general partner controls the enforcement of obligations owed to us by it.

� Our managing general partner decides whether to retain separate counsel, accountants or others to perform services for us.

� Our managing general partner is not restricted from causing us to pay it or its affiliates for any services rendered on terms that are fair
and reasonable to us or entering into additional contractual arrangements with any of these entities on our behalf.

� In some instances our managing general partner may borrow funds in order to permit the payment of distributions, even if the purpose
or effect of the borrowing is to make a distribution on the subordinated units or to make incentive distributions or hasten the expiration
of the subordination period.
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Tax Risks To Common Unitholders

You are urged to read �Tax Considerations� for a more complete discussion of the following expected material federal income tax consequences of
owning and disposing of our common units.

The IRS could treat us as a corporation for tax purposes, which would substantially reduce the cash available for distribution to unitholders.

The anticipated after-tax economic benefit of an investment in our common units depends largely on our being treated as a partnership for
federal income tax purposes. We have not requested, and do not plan to request, a ruling from the IRS on this or any other matter affecting us.

If we were treated as a corporation for federal income tax purposes, we would pay federal income tax on our income at the corporate tax rate,
which is currently a maximum of 35% and we would likely pay state taxes as well. Distributions to unitholders would generally be taxed again
as corporate distributions, and none of our income, gains, losses or deductions would flow through to unitholders. Because a tax would be
imposed upon us as a corporation, our cash available for distribution to unitholders would be substantially reduced. Therefore, treatment of us as
a corporation would result in a material reduction in the after-tax return to the unitholders, likely causing a substantial reduction in the value of
our common units.

A change in current law or a change in our business could cause us to be treated as a corporation for federal income tax purposes or otherwise
subject us to entity-level taxation. The partnership agreement provides that, if a law is enacted or existing law is modified or interpreted in a
manner that causes us to be treated as a corporation or otherwise subjects us to entity-level taxation for federal, state or local income tax
purposes, then the minimum quarterly distribution and the target distribution levels will be adjusted to reflect that impact on us.

A successful IRS contest of the federal income tax positions we take may adversely affect the market for common units and the costs of any
contest will be borne by our unitholders and our general partners.

We have not requested a ruling from the IRS with respect to any matter affecting us. The IRS may adopt positions that differ from the
conclusions of our counsel expressed in this prospectus or from the positions we take. It may be necessary to resort to administrative or court
proceedings to sustain our counsel�s conclusions or the positions we take. A court may not concur with our counsel�s conclusions or the positions
we take. Any contest with the IRS may materially and adversely affect the market for our common units and the price at which they trade. In
addition, some or all of our unitholders and our general partners will indirectly bear the costs of any contest with the IRS, principally legal,
accounting and related fees.

Unitholders
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