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Item 2.02 Results of Operations and Financial Condition

On February 7, 2007, Inergy, L.P. (the “Partnership”) issued a press release, which reported the Partnership’s financial results for the first quarter ended
December 31, 2006. The press release is included herewith as Exhibit 99.1 and is incorporated herein by reference. In addition, on February 7, 2007, the
Partnership held a conference call to discuss the Partnership’s financial results for the first quarter ended December 31, 2006. A copy of the transcript from the
conference call is attached hereto as Exhibit 99.2 and is incorporated herein by reference. Please note that the transcript was prepared by a third-party service
provider and has not been edited. Accordingly, it may contain typographical or other errors or omissions.

In accordance with General Instruction B.2 of Form 8-K, the information furnished pursuant to Items 2.02 and 7.01 shall not be deemed to be “filed” for purposes
of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall such
information be deemed incorporated by reference in any filing under the Securities Act or the Exchange Act, except as shall be expressly set forth by specific
reference in such a filing. The information furnished pursuant to Items 2.02 and 7.01 shall not be deemed an admission as to the materiality of any information in
this report on Form 8-K that is required to be disclosed solely to satisfy the requirements of Regulation FD.
 
Item 7.01 Regulation FD Disclosure

See “Item 2.02. Results of Operations and Financial Condition” above.
 
Item 9.01 Financial Statements and Exhibits

(c) Exhibits.
 
Exhibit
Number  Description

99.1   Press Release dated February 7, 2007.

99.2   Transcript from the conference call held on February 7, 2007, with respect to financial results for the first quarter ended December 31, 2006.
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  INERGY, L.P.

   

By:
 

INERGY GP, LLC,
Its Managing General Partner

Date: February 21, 2007   By: /s/ Laura L. Ozenberger
    Laura L. Ozenberger
    Vice President - General Counsel and Secretary
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Exhibit 99.1

Inergy Reports First Quarter Earnings
***********

Affirms 2007 Guidance and Updates Growth Capital Plan

Kansas City, MO (February 7, 2007) – Inergy, L.P. (NASDAQ:NRGY) and Inergy Holdings, L.P. (NASDAQ:NRGP) today each reported results of
operations for the quarter ended December 31, 2006, the first quarter of fiscal 2007.

Inergy, L.P.

Inergy, L.P. (Inergy) reported Adjusted EBITDA of $64.6 million for the quarter ended December 31, 2006, an increase of $4.0 million, or approximately
7% over the $60.6 million reported in the first quarter of last year. Net income excluding certain items as discussed below increased to $30.3 million, or $0.53 per
diluted limited partner unit for the quarter ended December 31, 2006, from $27.2 million, or $0.57 per diluted limited partner unit in 2005.

“Our first quarter results were solid as our people managed the operating challenges in the propane business very well,” said John Sherman, President and
CEO of Inergy. “Our team once again demonstrated the ability to operate profitably and efficiently across our platform. Our midstream businesses also performed
very well, and we closed two important acquisitions. In addition, we are increasing the scale of our previously announced midstream expansion projects. We are
well positioned to deliver another good year on behalf of our unitholders.”

As previously announced, the Board of Directors of Inergy’s general partner increased Inergy’s quarterly cash distribution to $0.565 per limited partner unit
($2.26 annually) for the quarter ended December 31, 2006. This represents an approximate 7% increase over the distribution for the same quarter of the prior
year. The distribution will be paid on February 14, 2007, to unitholders of record as of February 7, 2007.

Also as previously announced, Inergy closed the following six acquisitions in the quarter ended December 31, 2006: Bath Storage Facility; Columbus
Butane Company, Inc.; Hometown Propane, Inc.; the propane assets of Mideastern Oil Company, Inc.; the assets of the Jacksonville, Florida location of Sunbelt
Energy of Florida, LLC; and Stevens Gas Service, Inc. Subsequent to December 31, 2006, Inergy also completed the acquisition of the Stagecoach lateral
pipeline. All of the acquisitions are expected to be immediately accretive on a distributable cash flow per unit basis.

In the quarter ended December 31, 2006, retail propane gallon sales decreased 11% to 111.2 million gallons compared to 125.1 million gallons sold in the
same quarter of the prior year (the weather in the quarter ended December 31, 2006, was approximately 11% warmer than the prior-year period and
approximately 7% warmer than normal). Retail propane gross profit, excluding the non-cash charges on derivative contracts discussed below, was $92.7 million
in the quarter ended December 31, 2006, as compared to $93.9 million in the quarter ended December 31, 2005. Gross profit from other propane operations,
including wholesale, appliances, service, transportation, distillates and other was $23.8 million in the quarter ended December 31, 2006, as compared to $24.4
million in the prior year.

Gross profit from midstream operations increased to $12.8 million in the quarter ended December 31, 2006, compared to $10.3 million in the prior year.

For the quarter ended December 31, 2006, operating and administrative expenses decreased to $65.6 million from $68.8 million in the same period of fiscal
2006.



Net income of $30.3 million, or $0.53 per diluted limited partner unit, excludes the recognition of $0.2 million of non-cash charges from derivatives
contracts associated with retail propane fixed price sales and a loss of $0.7 million on the disposal of excess property, plant, and equipment. Net income for the
quarter ended December 31, 2005, was $27.2 million, or $0.57 per diluted limited partner unit, excluding the recognition of $16.1 million of non-cash charges
from derivative contracts and a loss of $0.4 million on the disposal of excess property, plant, and equipment.

Guidance and Capital Project Update.

Inergy, L.P. affirms its previously issued Adjusted EBITDA guidance in a range from $188 million to $200 million for the full fiscal year ended
September 30, 2007.

With the recent completion of the acquisitions of the Bath, NY LPG storage facility and the Stagecoach lateral pipeline, Inergy has invested approximately
$66 million in high quality, fee-based midstream businesses. In addition to these completed transactions, Inergy updates its EBITDA expectations for Stagecoach
Phase II expansion and its capital investment and EBITDA expectations in connection with its West Coast expansion. The following table details the current
growth capital project forecast:

Forecasted Growth Capital Projects ($ in millions)(a)

 

   
Expected Capital

Investment   
Expected
EBITDA   

Expected
Multiple   

Expected
In-Service

Stagecoach Phase II Expansion   $ 131.0(b) $ 26.0  5.0x Fall 2007
North Lateral    19.2   2.6  7.4x Fall 2008
West Coast Expansion    106.4   17.0  6.3x Spring 2008

    
 

      
 

 

Total Capital Projects   $ 256.6  $ 45.6  5.6x 
    

 

      

 

(a) The changes from Inergy’s previous forecast of these capital projects include:
 

 •  Stagecoach Phase II Expansion expected EBITDA increased to $26.0 million from $24.0 million.
 

 
•  West Coast Expansion expected EBITDA increased to $17.0 million from $11.0 million and the capital investment increased to $106.4 million from

$71.0 million.
 

 •  North Lateral expected in-service date is fall of 2008 corresponding with the expected Millennium in-service date.
 

(b) Inergy Holdings, L.P. financed $25.0 million of the expected Stagecoach capital investment in August 2005 in return for special units of Inergy, L.P.

Inergy Holdings, L.P.

As discussed above, the $0.565 limited partner unit distribution by Inergy, L.P. results in Inergy Holdings, L.P. receiving a total distribution of $8.7 million
with respect to the first fiscal quarter of 2007. As a result of this Inergy, L.P. distribution, Inergy Holdings, L.P. declared a quarterly distribution of $0.40 per
limited partner unit or $1.60 on an annualized basis. The distribution will be paid on February 14, 2007, to unitholders of record as of February 7, 2007.

Inergy, L.P. and Inergy Holdings, L.P. will conduct a live conference call and internet webcast for both companies today, February 7, 2007, to discuss
results of operations for the first quarter and its business outlook. The call will begin at 10:00 a.m. CT. The call-in number for the earnings call is 1-877-405-
3427, and the conference name is Inergy, L.P. The live internet webcast and the replay can be accessed on Inergy’s website, www.inergypropane.com. A digital
recording of the call will be available for the one week following the call by dialing 1-800-642-1687 and entering the pass code 7383066.

Inergy, L.P., with headquarters in Kansas City, Mo., is among the fastest growing master limited partnerships in the country. The company’s operations
include the retail marketing, sale and distribution



of propane to residential, commercial, industrial and agricultural customers. Today, Inergy serves approximately 700,000 retail customers from over 300 customer
service centers throughout the eastern half of the United States. The company also operates a natural gas storage business and a supply logistics, transportation
and wholesale marketing business that serves independent dealers and multi-state marketers in the United States and Canada.

Inergy Holdings, L.P.’s assets consist of its ownership interest in Inergy, L.P., including limited partnership interests, ownership of the general partners, and
the incentive distribution rights.

This press release contains forward-looking statements, which are statements that are not historical in nature such as our adjusted EBITDA guidance, our
business outlook and our growth capital projects forecast. Forward-looking statements are subject to certain risks, uncertainties and assumptions. Should one or
more of these risks or uncertainties materialize, or any underlying assumption proves incorrect, actual results may vary materially from those anticipated,
estimated or projected. Among the key factors that could cause actual results to differ materially from those referred to in the forward-looking statements are:
weather conditions that vary significantly from historically normal conditions, the general level of petroleum product demand and the availability of propane
supplies, the price of propane to the consumer compared to the price of alternative and competing fuels, the demand for high deliverability natural gas storage
capacity in the Northeast, our ability to successfully implement our business plan for both the Stagecoach facility and the West Coast expansion, the outcome of
rate decisions levied by the Federal Energy Regulatory Commission, our ability to generate available cash for distribution to unitholders, the costs and effects of
legal, regulatory and administrative proceedings against us or which may be brought against us and our ability to sustain our historical levels of internal growth.
These and other risks and assumptions are described in Inergy’s annual report on Form 10-K and other reports that are available from the United States Securities
and Exchange Commission.

<TABLE FOLLOWS>



Inergy, L.P. and Subsidiaries
Consolidated Statements of Operations

For the Three Months Ended December 31, 2006 and 2005
(in millions, except unit and per unit data)

 

   

(Unaudited)
Three Months Ended

December 31,  
   2006   2005  
Revenues:    

Propane   $ 327.4  $ 367.3 
Other    80.3   83.0 

    
 

   
 

   407.7   450.3 
Cost of product sold (excluding depreciation and amortization as shown below):    

Propane    230.7   285.2 
Other    47.9   52.6 

    
 

   
 

   278.6   337.8 
    

 
   

 

Gross profit    129.1   112.5 
Operating and administrative expenses    65.6   68.8 
Depreciation and amortization    20.5   19.7 
Loss on disposal of assets    0.7   0.4 

    
 

   
 

Operating income    42.3   23.6 
Other income (expense):    

Interest expense, net    (13.7)  (13.2)
Finance charge income    0.6   0.6 
Other income    0.2   0.1 

    
 

   
 

Income before income taxes    29.4   11.1 
Provision for income taxes    —     0.4 
Net income   $ 29.4  $ 10.7 
Net income allocable to:    

Non-managing general partner interest   $ 6.1  $ 3.9 
Limited partner interest    23.3   6.8 

    
 

   
 

  $ 29.4  $ 10.7 
    

 

   

 

Net income per limited partner unit:    
Basic   $ 0.52  $ 0.17 
Diluted   $ 0.51  $ 0.17 



   

(Unaudited)
Three Months Ended

December 31,  
   2006   2005  

Supplemental Information:    
Retail gallons sold    111.2   125.1 
Outstanding debt:    

Working capital facility   $ 21.9  $ 82.5 
Acquisition facility    70.0   234.0 
Senior unsecured notes    621.8   421.9 
Other debt    17.5   13.5 

    
 

   
 

Total debt   $ 731.2  $ 751.9 
    

 

   

 

Total partners’ capital   $ 677.2  $ 669.3 
    

 

   

 

EBITDA:    
Net income   $ 29.4  $ 10.7 
Interest expense, net    13.7   13.2 
Provision for income taxes    —     0.4 
Depreciation and amortization    20.5   19.7 

    
 

   
 

EBITDA (a)   $ 63.6  $ 44.0 
    

 
   

 

Non-cash (gain) loss on derivative contracts    0.2   16.1 
Loss on disposal of assets    0.7   0.4 
Non-cash compensation expense    0.1   0.1 

    
 

   
 

Adjusted EBITDA (a)   $ 64.6  $ 60.6 
    

 

   

 

Distributable cash flow:    
Adjusted EBITDA (a)   $ 64.6  $ 60.6 

Cash interest expense, net (b)    (13.2)  (12.7)
Maintenance capital expenditures (c)    (0.6)  (0.7)
Provision for income taxes    —     (0.4)

    
 

   
 

Distributable cash flow (d)   $ 50.8  $ 46.8 
    

 

   

 

Weighted Average Limited Partner Units Outstanding (in thousands):    
Basic    45,128   40,220 
Diluted    45,343   40,712 



(c) EBITDA is defined as income (loss) before taxes, plus net interest expense (inclusive of write-off of deferred financing costs) and depreciation and
amortization expense. Adjusted EBITDA represents EBITDA excluding (1) non-cash gains or losses on derivative contracts associated with fixed price
sales to retail propane customers, (2) non-cash compensation charges for equity compensation, and (3) gains or losses on disposals of assets. EBITDA and
Adjusted EBITDA should not be considered an alternative to net income, income before income taxes, cash flows from operating activities, or any other
measure of financial performance calculated in accordance with generally accepted accounting principles as those items are used to measure operating
performance, liquidity or ability to service debt obligations. EBITDA and Adjusted EBITDA are presented because such information is relevant and is used
by management, industry analysts, investors, lenders and rating agencies to assess the financial performance and operating results of our fundamental
business activities. We believe that the presentation of EBITDA and Adjusted EBITDA are useful to lenders and investors because of its use in the propane
industry and for master limited partnerships as an indicator of the strength and performance of the ongoing business operations, including the ability to fund
capital expenditures, service debt and pay distributions. Additionally, we believe that EBITDA and Adjusted EBITDA provides useful information to our
investors for trending, analyzing and benchmarking our operating results as compared to other companies that may have different financing and capital
structures. The presentation of EBITDA and Adjusted EBITDA allows investors to view our performance in a manner similar to the methods used by
management and provides additional insight to our operating results.

 

(d) Cash interest expense is net of amortization charges associated with deferred financing costs.
 

(e) Maintenance capital expenditures are defined as those capital expenditures which do not increase operating capacity or revenues from existing levels.
 

(f) Distributable cash flow is defined as Adjusted EBITDA, less cash interest expense, maintenance capital expenditures and income taxes. We believe that
distributable cash flow provides additional information for evaluating the Partnership’s ability to declare and pay distributions to unitholders. Distributable
cash flow should not be considered an alternative to cash flow from operating activities or any other measure of financial performance in accordance with
accounting principles generally accepted in the United States. Distributable cash flow, as we define it, may not be comparable to distributable cash flow or
similarly titled measures used by other corporations and partnerships.



Inergy Holdings, L.P. and Subsidiaries
Consolidated Statements of Operations

For the Three Months Ended December 31, 2006 and 2005
(in millions, except unit and per unit data)

 

   

(Unaudited)
Three Months Ended

December 31,  
   2006   2005  
Revenues:    

Propane   $ 327.4  $ 367.3 
Other    80.3   83.0 

    
 

   
 

   407.7   450.3 
Cost of product sold (excluding depreciation and amortization as shown below)    

Propane    230.7   285.2 
Other    47.9   52.6 

    
 

   
 

   278.6   337.8 
    

 
   

 

Gross profit    129.1   112.5 
Operating and administrative expenses    65.7   69.0 
Depreciation and amortization    20.5   19.8 
Loss on disposal of assets    0.7   0.4 

    
 

   
 

Operating income    42.2   23.3 
Other income (expense):    

Interest expense, net    (14.3)  (13.6)
Finance charge income    0.6   0.6 
Other income    0.2   0.1 

    
 

   
 

Income before income taxes and interest of non- controlling partners in Inergy, L.P.’s net income    28.7   10.4 
Provision for income taxes    (0.2)  (0.5)
Interest of non-controlling partners in Inergy, L.P.’s net income    (21.4)  (6.2)

    
 

   
 

Net income   $ 7.1  $ 3.7 
    

 

   

 

Net income applicable to limited partners’ units   $ 7.1  $ 3.7 
    

 

   

 

Net income per limited partner unit:    
Basic   $ 0.36  $ 0.19 
Diluted   $ 0.35  $ 0.19 

Weighted average limited partners’ units outstanding (in thousands):    
Basic    20,001   20,000 
Diluted    20,184   20,224 



Exhibit 99.2

FINAL TRANSCRIPT

NRGY - Q1 2007 Inergy, L.P. Earnings Conference Call

Event Date/Time: Feb. 07. 2007 / 11:00AM ET
 

  www.streetevents.com   Contact Us   
© 2007 Thomson Financial. Republished with permission. No part of this publication may be reproduced or transmitted in any form or by any means without the
prior written consent of Thomson Financial.



FINAL TRANSCRIPT
Feb. 07. 2007 / 11:00AM, NRGY - Q1 2007 Inergy, L.P. Earnings Conference Call
 
CORPORATE PARTICIPANTS

Brooks Sherman
Inergy LP - CFO

John Sherman
Inergy LP - President, CEO

Phil Elbert
Inergy LP - EVP Propane Operations

Bill Moler
Inergy LP - VP Midstream Operations

CONFERENCE CALL PART I C I PANTS

Matthew Laney
UBS Securities - Analyst

Ron Londe
A.G. Edwards & Sons - Analyst

Sharon Lui
Wachovia Securities - Analyst

Gary Stromberg
Lehman Brothers - Analyst

Michael Savrinsky
[Harbor Age] Capital - Analyst

Yves Siegel
Wachovia Securities - Analyst

Leo Larkin
Standard & Poor’s Equity - Analyst

PRESENTATION

Operator

Good morning. My name is Brandy and I will be your conference operator today. At this time, I would like to welcome everyone to the Inergy first-quarter
earnings conference call.

All lines have been placed on meet to prevent any background noise. After the speakers’ remarks, there will be a question-and-answer session. (OPERATOR
INSTRUCTIONS).

I would now like to turn the call over to Mr. Brooks Sherman, Chief Financial Officer. Please go ahead, sir.

Brooks Sherman - Inergy LP - CFO

Thank you, Brandy, and thank you, everyone, for joining us. Welcome to Inergy’s first-quarter earnings call for 2007. With me today are John Sherman, our
President and CEO, Phil Elbert, our Executive Vice President of our Propane Operations, and Bill Moler, our Vice President of Midstream Operations.

Our format today will be normal for our earnings call. John will have some opening comments; I will then go through the results for the quarter; and then we will
open the lines for questions.
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FINAL TRANSCRIPT
Feb. 07. 2007 / 11:00AM, NRGY - Q1 2007 Inergy, L.P. Earnings Conference Call
 
Before I turn the call over to John I will read our forward-looking statement. In our discussion today, we may communicate forward-looking information. Various
risk factors may cause actual results to differ materially from any projections in these forward-looking statements. We provide a detailed discussion of the various
risk factors in our SEC filings, and we encourage you to review our filings.

With that, John, I will turn it over to you.

John Sherman - Inergy LP - President, CEO

Thank you, Brooks.

Just a few comments before Brooks runs through the numbers—we feel good about our performance in the quarter. It’s always important to get off to a solid start,
and I think we’ve done that. At 64.5 million of adjusted EBITDA, we are in line with our expectations, a little short of plan in our propane business, a little
favorable to plan in our midstream business, but all in all, pretty solid and we are well-positioned to achieve our full-year objectives.

In the propane business, our people did an excellent job managing the variables despite weak demand due to weather. Margins continued to expand and our field
operating expenses demonstrate that we are progressively operating more efficiently across the platform.

On the acquisitions front, we closed five propane deals, none of them large but all of them meet our criteria and were acquired at values that generate good
economic returns for our investors.

As you know, propane deals tend to come in bunches. Our pipeline is active, and I expect that we will be busy as we come out of the winter.

Our natural gas storage business is off to a great start on the year from both an operating standpoint and in its growth and expansion activities.

In October, we began construction of the Phase II expansion project at Stagecoach. We have now completed drilling and installation of three additional wells on
the New York side of the property, and they’ve been placed in limited service. The rest of the work will begin this spring when we drill the Pennsylvania wells
and connect them to the storage gathering system. We expect to be fully operational by late summer.

We have also continued to actively recontract future capacity at Stagecoach and now enjoy a contract maturity that extends to the middle of 2012. Our average
rate for firm storage service is now 35% higher than it was at acquisition, and when Phase II is in service, we will be at a rate 48% higher than that acquisition.
Some of this relates to our management of the facility and our re-engineering of the revenue streams towards high-quality fee-based services, but it also speaks to
the high value of high-quality gas storage near demand markets, like Stagecoach.

Our Bath New York LPG storage acquisition has successfully integrated, and we are currently running tests to prove integrity for natural gas storage expansion.
We should be in a position to make a decision on this expansion by the end of May.

Our West Coast NGL business had a good quarter, should have a solid year, and we are increasing the scale of our current expansions. As disclosed in the press
release, we are increasing both the capital investment and our expected return by 50% or more. We are very excited about this project, and we believe it will lead
to future—it will lead to more opportunities in the future out West.
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FINAL TRANSCRIPT
Feb. 07. 2007 / 11:00AM, NRGY - Q1 2007 Inergy, L.P. Earnings Conference Call
 
Currently, we are very focused on carrying out our responsibility to our investors in the midst of our critical earnings period here in the March quarter. At this
point, we feel very good about where we are from that perspective.

Summarizing, we had a solid quarter. We are very confident that we will deliver on our full-year objectives, and we are continuing to expand our view of what we
are capable of achieving across these businesses.

With that, I will turn it back to Brooks for a look at the numbers and I look forward to the Q&A.

Brooks Sherman - Inergy LP - CFO

Thanks, John.

Just to walk through the quarter, I will really walk through the income statement, starting with retail gallon sales. As you saw in the press release, we sold about
111 million retail gallons in the December ‘06 quarter versus about 125 million gallons last year. That decrease that you see is primarily attributable to weather,
partially offset by increases from acquisitions. As we stated in the press release, the weather for the quarter was about 11% warmer than last year. It’s also worth
noting that the stand-alone month of December was about 27% warmer than last year. With our 70% residential customer mix, the weather certainly does affect
this quarter.

Our retail margin per gallon improved to about $0.83 a gallon from $0.75 a gallon last year. That $0.08 margin improvement continues the trend that we have
achieved, helps to offset the effects of weather, and is driven really by a focus on margin by our operators, including improvement on our retail fixed-price sales,
giving us total retail propane gross profit for the quarter on a cash basis of about $92.7 million versus $93.9 million last year.

Our midstream gross profit improved to $12.8 million in this year’s quarter versus 10.3 million last year, reflective of our growth that John alluded to and the
trends that we’ve seen in these businesses.

Our other propane gross profit amounted to about $23.8 million in this year’s quarter versus 24.4 million last year, essentially flat with the warm weather that
we’ve experienced, the effect of that offset by increases from acquisitions. That nets us down to total gross profit for the ‘06 quarter of about $129.3 million, up
from the 128.6 million that we achieved last year.

Our cash operating expenses for the quarter, about $65.5 million. That’s down more than $3 million from the $68.7 million recorded last year. That decrease is
driven much like how we have improved our margin in that there is substantial focus on keeping the costs down. As you remember, we talked about that that in
our analyst conference back in September, the focus that we have on that. We believe our decentralized structure also contributes to that, especially on our
variable costs.

Other income amounted to about $800,000 in the quarter versus 700,000 last year, having us arrive at adjusted EBITDA of $64.6 million in this year’s quarter, up
from the 60.6 million that we reported last year, a strong showing, we believe, given the operating environment for the quarter.

Working on down to net income, we have depreciation and amortization of about $20.5 million versus $19.7 million last year. Last year, we also had the effect of
FAS 133 on our retail fixed-price program. That is not present this year. It was $16.1 million last year of a non-cash charge, nominal this year in that we have, as
we discussed before, implemented a cash flow hedging program enabling us to essentially eliminate those FAS 133 spikes.

Interest expense in the quarter, $13.7 million, up from 13.2 million last year. We feel good about that interest expense. (indiscernible) working capital borrowings
from more efficient cash management helps to hold down the interests costs, partially offset by some higher average borrowings, a little bit higher average rates
from acquisitions.
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FINAL TRANSCRIPT
Feb. 07. 2007 / 11:00AM, NRGY - Q1 2007 Inergy, L.P. Earnings Conference Call
 
We had about a $700,000 loss on sale of assets versus 400,000 last year, 400,000 of income tax last year, none this year, and about $100,000 in equity
compensation, having us arrive at net income this year of 29.4 million versus $10.7 million last year.

Briefly on distributable cash flow, in the ‘06 quarter, 64.6 million of adjusted EBITDA reduced by about $13.2 million of cash interest costs, $600,000 of
maintenance CapEx. And again, a focus is present on maintenance CapEx as well as OpEx to ensure that we are doing the right things there to have us arrive at
total DCF for the quarter of $50.8 million, up from the 46.8 million that we achieved in last year’s quarter.

Before we open it up for questions, I would just point out we did reiterate full-year guidance, staying within that range of about 188 to $200 million of adjusted
EBITDA that we still expect of ourselves. In addition, you saw in there our forecasted growth capital projects table. We’ve updated that table that you have seen
before; we updated it to show a little bit greater investment, but more so to greater expected EBITDA from those investments, having us arrive at investing about
$257 million of capital at almost a 5.5 times multiple. So, we feel very good about those projects moving forward, as John talked about.

I think, with that, Brandy, we would open it up for questions.

QUESTIONS AND ANSWERS

Operator

(OPERATOR INSTRUCTIONS). Matthew [Laney], UBS Securities.

Matthew Laney - UBS Securities - Analyst

Good morning, guys. Two questions, one was on the propane business. You said margins were $0.83 versus $0.75 last year. I was just wondering how much room
you have to go on that front. I mean, can you competitively raise margins again in the future if you need to, to make up for, say, lower volume?

Phil Elbert - Inergy LP - EVP Propane Operations

Matthew, this is Phil. Historically, the answer to that question has been yes. Historically, those that have followed us for awhile have heard us say that the last
three years, there’s been kind of (indiscernible) the market has been efficient, and offset that with margin. There are a variety of factors as far as looking into the
future.

The specific margin increase you’re seeing this year versus last for the quarter is we are always looking for targeted ways to expand margins, but appropriately for
the long-term. There were some spots in our fixed-price portfolio, those sales where we firm up the price to customers on an annual basis and hedge them. There
were spots where were able last spring and summer to expand those margins in those specific markets.

Going forward, though, we currently see a very favorable margin environment just because, for the most part, we have a very favorable wholesale commodity
price platform.

Matthew Laney - UBS Securities - Analyst

So the $0.83 you feel is pretty sustainable?
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Phil Elbert - Inergy LP - EVP Propane Operations

Oh, yes.

Matthew Laney - UBS Securities - Analyst

Okay. The second question I have, also related to propane, is, if you can, give me some details on how January has tracked.

Phil Elbert - Inergy LP - EVP Propane Operations

From the standpoint of what? Just (multiple speakers)?

Matthew Laney - UBS Securities - Analyst

Of volumes and margins as well. You know, it got cold towards the end of the month. I just wanted to know what you’re seeing year-over-year on that, on
January.

Phil Elbert - Inergy LP - EVP Propane Operations

I think what I would just say, Matthew, is what we see happening currently makes us feeling very confident about the second quarter that will end March 30.

Matthew Laney - UBS Securities - Analyst

Great, thank you very much.

Operator

Ron Londe, A.G. Edwards.

Ron Londe - A.G. Edwards & Sons - Analyst

I’m just curious if there’s been any movement on the Millennium Pipeline, and if you’ve heard any news there.

Bill Moler - Inergy LP - VP Midstream Operations

Ron, this is Bill Moler. The news that we’ve heard is the news that’s public. Millennium is expected to start work on a limited basis this year—we think doing
road crossing, stream crossings, river crossings and then complete the pipeline installation next year. And they are targeting an in-service date of November of
‘08. That’s what we understand to be the schedule at this time.

Ron Londe - A.G. Edwards & Sons - Analyst

Okay. So you’re north lateral, when would you start building that?
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Bill Moler - Inergy LP - VP Midstream Operations

You know, we’re looking at it right now. We think there’s some synergistic opportunities relative to a river crossing we have to do to perhaps jump on the tails of
some Millennium work and save some money. But we may do that river crossing this year and then complete the pipe next year in ‘08. It’s only nine miles; it’s
not overly complex.

Ron Londe - A.G. Edwards & Sons - Analyst

Okay. Have there been any further decisions concerning the Bath facility and converting that to natural gas or building a pipeline to interconnect (multiple
speakers)?

Bill Moler - Inergy LP - VP Midstream Operations

A couple things—first of all, the Bath facility has performed well in its LPG service. It has met and exceeded our expectations to date. We’re currently in contract
negotiations with existing shippers, and even some potential and future shippers interested in LPG business. But at the same time, we are in the process of
running subsurface studies, sonars and integrity logs on the caverns to determine comfortably the convertibility of it to natural gas or expandability of it in LPG
service. We are also talking to the market, both on the gas and the LPG side. As we’ve said before, the best economic deal wins. We are hoping to make that
decision sometime in late spring, around May of this year.

Ron Londe - A.G. Edwards & Sons - Analyst

I have a question for Phil, if he’s still about. We saw the weather in the first—in the second quarter in January kind of turn in the last two weeks to more normal
and even colder than normal. It takes awhile for that to translate into gallons, you know, going to people’s tanks. We saw a little bit of a jump in propane prices,
which can, over the short term, compress margins. What’s your experience been so far?

Phil Elbert - Inergy LP - EVP Propane Operations

Certainly, the weather is impacting volume. Ron, I agree that there’s a little bit of a lag to get started. By the same token, there’s always a little carryover
(indiscernible) weather stops but I would say our demands currently are what we would expect with the weather patterns.

As far as margins, we feel good about the margin environment and no question we’ve seen a little bit of firmness here in the last ten days in the energy markets,
but if you look at it from a little bit bigger picture standpoint and compare the energy complex to, say, mid-December, when really, by and large, retail prices are
established, we are in quite a bit more favorable shape over kind of a 60-day time frame. So there’s been a little creep in the wholesale cost but we would really
describe it as a favorable margin environment right now.

Ron Londe - A.G. Edwards & Sons - Analyst

Okay, thanks.

Operator

Sharon Lui, Wachovia Securities.
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Sharon Lui - Wachovia Securities - Analyst

Good morning. I was just wondering if you could give some additional detail on the additional 35 million of CapEx related to the West Coast.

John Sherman - Inergy LP - President, CEO

Yes, Sharon, this is John. You know, that is— it’s the combination of a nominal increase in the capacity (indiscernible) additional storage and operating
efficiencies that are coming our way through re-engineering and we are in the engineering and permitting phase of that project. So that’s what I would account for
that width.

Sharon Lui - Wachovia Securities - Analyst

Okay. Also, do you have a 2007 growth CapEx budget?

John Sherman - Inergy LP - President, CEO

2007 growth CapEx, outside of these projects and acquisitions I’m assuming your meaning, Sharon?

Sharon Lui - Wachovia Securities - Analyst

No. Actually, I was just wondering what’s the timing of the spending related to these projects. Is it mainly going to be ‘08?

John Sherman - Inergy LP - President, CEO

Yes, the Phase II of Stagecoach will be completed obviously in the coming months here, prior to having that brought online in about September of ‘07, so
between now and then, we would complete the spend on Phase II. The bulk of the West Coast spending would occur as we get into late summer ‘07; the bulk of it
begins in fiscal ‘08.

Sharon Lui - Wachovia Securities - Analyst

Okay. Also just one final question—you did comment on maintenance CapEx, which looks a bit light year-over-year. Are you still comfortable with I guess the
guidance of 6 million, or do you think that might trend a little bit lower?

John Sherman - Inergy LP - President, CEO

I think it could trend a little bit lower, but you know, not materially so.

Sharon Lui - Wachovia Securities - Analyst

Okay, thank you.

Operator

Gary Stromberg, Lehman Brothers.
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Gary Stromberg - Lehman Brothers - Analyst

Good morning, guys. Two questions on volumes—one, can you give a little bit more color on retail volumes, maybe what the gross decline was due to weather
and then the adds offsetting (indiscernible) acquisitions? I don’t know if you have that granularity.

Brooks Sherman - Inergy LP - CFO

Yes, Gary, I think I can give you some perspective there. You know, first off, a 12/31 cutoff for some of the reasons Ron alluded to of lagging effects with
weather, a 12/31 cutoff is a very hard time to analyze volumes.

What I will say to is our same-store delta of approximately 15% is about what we would expect. There’s certainly nothing there that surprises us.

December year-to-date weather is off 11% in our operating areas, but again, the stand-alone month of December being off almost 30% is going to have a pretty
significant impact to it.

Gary Stromberg - Lehman Brothers - Analyst

Okay, that’s helpful. Can you give us wholesale gallons in the quarter?

John Sherman - Inergy LP - President, CEO

Wholesale gallons in the quarter totaled 109 million in the ‘06 quarter, versus 128 million in the ‘05 quarter, so weather affects there as well.

Gary Stromberg - Lehman Brothers - - Analyst

Okay. Then just finally on the acquisition credit facility, I guess there was 70 million drawn and that’s reflecting Bath, Columbus, and I guess the gross CapEx. Is
that right?

John Sherman - Inergy LP - President, CEO

Yes.

Gary Stromberg - Lehman Brothers - Analyst

So what is the capacity of that facility? Is your plan just to draw on that through the course of the year to fund gross CapEx?

Brooks Sherman - Inergy LP - CFO

Yes, the capacity of the facility is it’s a $350 million facility. That is how we are progressing here on these capital expenditures, is to draw upon that facility. You
are right.
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Gary Stromberg - Lehman Brothers - Analyst

So is it fair to say, just in terms of fine-tuning the model, getting back to the last questioner’s question about CapEx, 2007, you can end the year with plus or
minus 200 or so million on that facility. Am I in the right ballpark?

John Sherman - Inergy LP - President, CEO

When you consider the Phase II expenditures that remain and where we are today with that 70 in the south lateral, yes, you are in a decent ballpark there.

Gary Stromberg - Lehman Brothers - Analyst

Okay, great. Thank you. That’s all I had.

Operator

(OPERATOR INSTRUCTIONS). Michael [Savrinsky], [Harbor Age] Capital.

Michael Savrinsky - [Harbor Age] Capital - Analyst

Good morning. Can you explain how or if at all the warmer-than-average weather impacts your profitability and your revenues at Stagecoach?

Bill Moler - Inergy LP - VP Midstream Operations

This is Bill Moler again. The weather at Stagecoach—you know, we offer firm storage service for a fixed demand fee with all of our shippers. We’ve mentioned
to you in the past that we are sold out on the Phase I facility and sold out now on the Phase II facility as well. Weather impact really does not have an impact on
Stagecoach’s revenues, at least not on the firm revenues. As it has gotten colder, we are seeing an uptick in some interruptible storage business, but that’s not
material to the overall revenue flow for Stagecoach.

Michael Savrinsky - [Harbor Age] Capital - Analyst

But is there a way to sort of make that—an inherent hedge that you would be making more money on the Stagecoach when you are making less money on the
propane business?

John Sherman - Inergy LP - President, CEO

You know, we look at Stagecoach, as we have talked about before, as a great midstream business. It has ratable earnings through the year. That’s our objective;
that’s why it is 100% contracted. As Bill talked about, we get some interruptible revenues out of it, but they are immaterial to the overall picture. We like that
business being the ratable cash flow that we’ve talked about.

Michael Savrinsky - [Harbor Age] Capital - Analyst

Okay, excellent. Finally, on the propane end, are you hearing that many of the smaller propane operators had a very difficult first half of the winter and they are
suffering, and that they might be putting their businesses up for sale and even along the lines of some of the other publicly traded propane companies? Are you
seeing any merger opportunities there?
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Phil Elbert - Inergy LP - EVP Propane Operations

Michael, this is Phil. I don’t know about the other propane MLPs; I don’t know that I would make any relationship there. But as far as the independents, certainly
the 12/31 quarter was challenging for anybody when you are dealing with weather shortfalls. Does that stimulate people into selling? I would actually say severity
of the winter really doesn’t have a huge impact. It’s really more of—again, you have a large pipeline of independents out there that, when it’s their time, rarely is
that driven by whether the last winter was cold or not. We would expect a similar deal flow, cold or warm.

Operator

Yves Siegel, Wachovia.

Yves Siegel - Wachovia Securities - Analyst

Good morning. Is it possible to quantify what the, on the propane side, what the average price paid by your retail customer was per gallon in the recent quarter?

John Sherman - Inergy LP - President, CEO

When you look at our retail propane?

Yves Siegel - Wachovia Securities - Analyst

I guess what I’m trying to back into is the increase in the gross margin was phenomenal, and so I’m just trying to figure out what kind of pushback you might see
at the retail level. Is it possible that some of that was just muted by the fact that propane prices might have been down a little bit, year-over-year?

John Sherman - Inergy LP - President, CEO

Yves, I would say this—Brooks might have the specific number. Our retail selling price, what the consumer is actually paying, is up some from the prior year. The
biggest chunk of that increase is really a function of when fixed-priced sales agreements were struck. On a targeted basis, we found room in the market to charge
more for those contracts, and you know, that activity occurs in the spring and summer back when crude oil prices were still closer to $70. So that is going to cause
some relatively flat cost-of-product data in our financials but some expanding retail pricing. But it’s really more a function of what occurred last spring and
summer in marketing programs than short-term postings. (multiple speakers)

Yves Siegel - Wachovia Securities - Analyst

What portion of retail clients opt in on those marketing programs?

Phil Elbert - Inergy LP - EVP Propane Operations

I’m sorry. Say that again?
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Yves Siegel - Wachovia Securities - Analyst

What percentage of your retail client base opts into those marketing programs?

Phil Elbert - Inergy LP - EVP Propane Operations

About 25% of our retail business opts for those programs.

John Sherman - Inergy LP - President, CEO

Yves, if you look at our retail propane selling price, it’s just over $1.95 a gallon, on average, in the quarter.

Phil Elbert - Inergy LP - EVP Propane Operations

Similarly, Yves, we—now, again, this is an annual average, but our pricing on those programs tended to expand $0.15 to $0.18 per gallon on a macro level.
(indiscernible) kind of fits into Brooks’ number.

Yves Siegel - Wachovia Securities - Analyst

So having said all that, when you analyze the pieces, you still feel comfortable that $0.83 is sort of a doable margin going forward?

Brooks Sherman - Inergy LP - CFO

Yes.

Yves Siegel - Wachovia Securities - Analyst

Okay. Then, as it relates to the SG&A line, the $3 million reduction, would you view that as a permanent reduction going forward, or do you think you’ll see
some creep as the year progresses?

John Sherman - Inergy LP - President, CEO

Well, I think you have to look at that, given the period of the winter and the December on the March quarters obviously are the larger quarters for what should be
higher variable costs with greater delivery vehicle expense over time, personnel, those kinds of things. So these are the higher quarters. But what I would say is
that, when we look at this year-over-year, there has been a focused effort on ensuring that we are spending the right amounts of money and spending as efficiently
as we can. So we have seen it decrease this quarter, and we will be similar in line with delivery gallons in the March quarters and going forward.

Yves Siegel - Wachovia Securities - Analyst

Okay. The last question, if I could just push it, when you look at the—back to the propane operational question, are you seeing any increases in steel costs that
you sort of recover in the propane margins? How should we think about that?

Brooks Sherman - Inergy LP - CFO

Increase in steel costs primarily (multiple speakers).
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Yves Siegel - Wachovia Securities - Analyst

On the tanks?

Phil Elbert - Inergy LP - EVP Propane Operations

On the tank side? You know, that’s really not affecting us, Yves. Again, when you think of us, think of us as really a flat size base business that’s growing through
acquisitions. I do think that’s probably a minor influence but on independent retailer who wants to buy market share, that certainly probably factors into part of
the reason you’re seeing some ability to expand margins, because it’s more expensive to buy market share back.

Yves Siegel - Wachovia Securities - Analyst

Got it. Well, great. Thanks, guys. You will be happy to hear that it’s below 20 in New York.

John Sherman - Inergy LP - President, CEO

That’s great.

Operator

Leo Larkin, Standard & Poor’s Equity.

Leo Larkin - Standard & Poor’s Equity - Analyst

Good morning. I’d just like to confront again what the maintenance CapEx number is for this year.

Brooks Sherman - Inergy LP - CFO

For this year?

Leo Larkin - Standard & Poor’s Equity - Analyst

Yes, for the fiscal year.

Brooks Sherman - Inergy LP - CFO

Fiscal ‘07—I think really I would just point you back to the guidance on that that we had put out originally of about $6 million. We have 600,000 this quarter, and
we may better that 6 million a little bit, but we would leave it at that.

Leo Larkin - Standard & Poor’s Equity - Analyst

Okay, thank you.
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Operator

(OPERATOR INSTRUCTIONS). I would know like to turn the call back over to Mr. Sherman.

Brooks Sherman - Inergy LP - CFO

Thank you, Brandy. We will just wrap up here and say thank you all very much for your attention and participation, and we look forward to talking to you and
seeing you again. Thank you.

John Sherman - Inergy LP - President, CEO

Thank you.

Operator

Thank you. This concludes today’s conference call. You may now disconnect.
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