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Ferrellgas Partners Finance Corp. 1,000 Common Stock
Ferrellgas, L.P. n/a n/a
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EACH OF FERRELLGAS PARTNERS FINANCE CORP. AND FERRELLGAS FINANCE CORP. MEET THE
CONDITIONS SET FORTH IN GENERAL INSTRUCTION I (1)(A) AND (B) OF FORM 10-K AND ARE
THEREFORE, WITH RESPECT TO EACH SUCH REGISTRANT, FILING THIS FORM 10-K WITH THE
REDUCED DISCLOSURE FORMAT.
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PART I

ITEM 1. BUSINESS.

Ferrellgas Partners, L.P. is a Delaware limited partnership. Our common units are listed on the New York Stock
Exchange and our activities are primarily conducted through our operating partnership, Ferrellgas, L.P., a Delaware
limited partnership. We are the sole limited partner of Ferrellgas, L.P. with an approximate 99% limited partner
interest.

In this Annual Report on Form 10-K, unless the context indicates otherwise:

� �us,� �we,� �our,� �ours,� or �consolidated� are references exclusively to Ferrellgas Partners, L.P. together with its
consolidated subsidiaries, including Ferrellgas Partners Finance Corp., Ferrellgas, L.P. and Ferrellgas Finance
Corp., except when used in connection with �common units,� in which case these terms refer to Ferrellgas
Partners, L.P. without its consolidated subsidiaries;

� �Ferrellgas Partners� refers to Ferrellgas Partners, L.P. itself, without its consolidated subsidiaries;

� the �operating partnership� refers to Ferrellgas, L.P., together with its consolidated subsidiaries, including
Ferrellgas Finance Corp.;

� our �general partner� refers to Ferrellgas, Inc.;

� �Ferrell Companies� refers to Ferrell Companies, Inc., the sole shareholder of our general partner;

� �unitholders� refers to holders of common units of Ferrellgas Partners;

� �customers� refers to customers other than our wholesale customers or our other bulk propane distributors or
marketers;

� �retail sales� refers to Propane and other gas liquid sales: Retail � Sales to End Users, the volume of propane sold
primarily to our residential, industrial/commercial and agricultural customers;

� �wholesale sales� refers to Propane and other gas liquid sales: Wholesale � Sales to Resellers, the volume of
propane sold primarily to our portable tank exchange customers and bulk propane sold to wholesale customers;

� �other gas sales� refers to Propane and other gas liquid sales: Other Gas Sales, primarily the volume of bulk
propane sold to other third party propane distributors or marketers;

� �propane sales volume� refers to the volume of propane sold to our retail sales and wholesale sales
customers; and

� �Notes� refers to the notes of the consolidated financial statements of Ferrellgas Partners or the operating
partnership, as applicable.

Ferrellgas Partners is a holding entity that conducts no operations and has two direct subsidiaries, Ferrellgas Partners
Finance Corp. and the operating partnership. Ferrellgas Partners� only significant assets are its approximate 99%
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limited partnership interest in the operating partnership and its 100% equity interest in Ferrellgas Partners Finance
Corp.

The operating partnership was formed on April 22, 1994, and accounts for substantially all of our consolidated assets,
sales and operating earnings, except for interest expense related to $268.0 million in the aggregate principal amount of
83/4% senior notes due 2012 co-issued by Ferrellgas Partners and Ferrellgas Partners Finance Corp.

Our general partner performs all management functions for us and our subsidiaries and holds a 1% general partner
interest in Ferrellgas Partners and an approximate 1% general partner interest in the operating partnership. The parent
company of our general partner, Ferrell Companies, beneficially owns approximately 32% of our outstanding
common units. Ferrell Companies is owned 100% by an employee stock ownership trust.

1
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We file annual, quarterly, and other reports and information with the SEC. You may read and download our SEC
filings over the Internet from several commercial document retrieval services as well as at the SEC�s website at
www.sec.gov. You may also read and copy our SEC filings at the SEC�s Public Reference Room located at
100 F Street, NE, Washington, DC 20549. Please call the SEC at 1-800-SEC-0330 for further information concerning
the Public Reference Room and any applicable copy charges. Because our common units are traded on the New York
Stock Exchange, under the ticker symbol of �FGP,� we also provide our SEC filings and particular other information to
the New York Stock Exchange. You may obtain copies of these filings and such other information at the offices of the
New York Stock Exchange located at 11 Wall Street, New York, New York 10005. In addition, our SEC filings are
available on our website at www.ferrellgas.com at no cost as soon as reasonably practicable after our electronic filing
or furnishing thereof with the SEC. Please note that any Internet addresses provided in this Annual Report on
Form 10-K are for informational purposes only and are not intended to be hyperlinks. Accordingly, no information
found and/or provided at such Internet addresses is intended or deemed to be incorporated by reference herein.

General

We are a leading distributor of propane and related equipment and supplies to customers primarily in the United States
and conduct our business as a single reportable operating segment. We believe that we are the second largest retail
marketer of propane in the United States, and the largest national provider of propane by portable tank exchange, as
measured by our propane sales volumes in fiscal 2008.

We serve approximately one million residential, industrial/commercial, portable tank exchange, agricultural,
wholesale and other customers in all 50 states, the District of Columbia and Puerto Rico. Our operations primarily
include the distribution and sale of propane and related equipment and supplies with concentrations in the Midwest,
Southeast, Southwest and Northwest regions of the United States. Our propane distribution business consists
principally of transporting propane purchased from third parties to propane distribution locations and then to tanks on
customers� premises or to portable propane tanks delivered to nationwide and local retailers. Our portable tank
exchange operations, nationally branded under the name Blue Rhino, are conducted through a network of independent
and partnership-owned distribution outlets.

In the residential and industrial/commercial markets, propane is primarily used for space heating, water heating,
cooking and other propane fueled appliances. In the portable tank exchange market, propane is used primarily for
outdoor cooking using gas grills. In the agricultural market, propane is primarily used for crop drying, space heating,
irrigation and weed control. In addition, propane is used for a variety of industrial applications, including as an engine
fuel which is burned in internal combustion engines that power vehicles and forklifts, and as a heating or energy
source in manufacturing and drying processes.

In our past three fiscal years, our total annual propane sales volumes were:

Propane Sales
Fiscal Year Ended Volumes

(In millions)

July 31, 2008 839
July 31, 2007 892
July 31, 2006 911

The decreases in propane sales volumes were primarily due to customer conservation caused by higher commodity
prices.
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Our History

We were formed in 1994 in connection with our initial public offering. Our operations began in 1939 as a single
location propane distributor in Atchison, Kansas. Our initial growth largely resulted from small acquisitions in rural
areas of eastern Kansas, northern and central Missouri, Iowa, western Illinois, southern Minnesota, South Dakota and
Texas. Since 1986, we have acquired approximately 175 propane distributors. As of July 31, 2008, we distribute
product to our propane customers from 871 propane distribution locations. See Item 2. �Properties� for more
information about our propane distribution locations.

2
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On April 20, 2004, an affiliate of our general partner acquired all of the outstanding common stock of Blue Rhino
Corporation in an all cash merger, after which it converted Blue Rhino Corporation into a limited liability company,
Blue Rhino LLC. On April 21, 2004, this affiliate contributed Blue Rhino LLC to our operating partnership through a
series of transactions. Blue Rhino LLC was thereafter merged with and into our operating partnership. As a result of
this contribution, we believe we are the largest national provider of propane by portable tank exchange as well as a
leading supplier of related propane and non-propane products to consumers through many of the nation�s largest
retailers. This contribution expanded our operations to all 50 states, the District of Columbia and Puerto Rico.

Business Strategy

Our business strategy is to:

� maximize operating efficiencies through the utilization of our technology platform;

� capitalize on our national presence and economies of scale;

� expand our operations through disciplined acquisitions and internal growth; and

� align employee interests with our investors through significant employee ownership.

Maximize operating efficiencies through utilization of our technology platform.

We believe our significant investments in technology give us a competitive advantage to operate more efficiently and
effectively at a lower cost compared to most of our competitors. We do not believe that many of our competitors will
be able to justify similar investments in the near term. Our technology advantage has resulted from significant
investments made in our retail propane distribution operating platform together with our state-of-the-art tank exchange
operating platform.

Our technology platform allows us to efficiently route and schedule our customer deliveries, customer administration
and operational workflow for the retail sale and delivery of bulk propane. Our service centers are staffed to provide
oversight and management to multiple distribution locations, referred to as service units. Currently we operate a retail
distribution network using a structure of 157 service centers and 688 service units. The service unit locations utilize
hand-held computers and satellite technology to communicate with management personnel who are typically located
at the associated service center. We believe this structure and our technology platform allow us to more efficiently
route and schedule customer deliveries and significantly reduce the need for daily on-site management.

The efficiencies gained from operating our new technology platform allow us to consolidate our management teams at
fewer locations, quickly adjust the sales prices to our customers and manage our personnel and vehicle costs more
effectively to customer demand.

The technology platform has substantially improved the forecasting of our customers� demand and our routing and
scheduling. We also utilize call centers to accept customer calls 24 hours a day seven days a week. These combined
capabilities provide us cost savings while improving customer service by reducing customer inconvenience associated
with multiple, unnecessary deliveries.

Capitalize on our national presence and economies of scale.

We believe our national presence of 871 propane distribution locations in the United States as of July 31, 2008 gives
us advantages over our smaller competitors. These advantages include economies of scale in areas such as:
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� product procurement;

� transportation;

� fleet purchases;

3
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� propane customer administration; and

� general administration.

We believe that our national presence allows us to be one of the few propane distributors that can competitively serve
commercial and portable tank exchange customers on a nationwide basis, including the ability to serve such propane
customers through leading home-improvement centers, mass merchants, hardware, grocery and convenience stores. In
addition, we believe that our national presence provides us opportunities to make acquisitions of other propane
distribution companies whose operations overlap with ours, providing economies of scale and significant cost savings
in these markets.

We also believe that investments in technology similar to ours require both a large scale and a national presence, in
order to generate sustainable operational savings to produce a sufficient return on investment. For this reason, we
believe our technology platforms provide us with an on-going competitive advantage.

Expand our operations through disciplined acquisitions and internal growth.

We expect to continue the expansion of our propane customer base through the acquisition of other propane
distributors. We intend to concentrate on acquisition activities in geographical areas within or adjacent to our existing
operating areas, and on a selected basis in areas that broaden our geographic coverage. We also intend to focus on
acquisitions that can be efficiently combined with our existing propane operations to provide an attractive return on
investment after taking into account the economies of scale and cost savings we anticipate will result from those
combinations. Our goal is to improve the operations and profitability of the businesses we acquire by integrating them
into our established national organization and leveraging our technology platforms to help reduce costs and enhance
customer service. We believe that our enhanced operational synergies, improved customer service and ability to better
track the financial performance of acquired operations provide us a distinct competitive advantage and better analysis
as we consider future acquisition opportunities.

We believe that we are positioned to successfully compete for growth opportunities within our existing operating
regions. Our efforts will be focused on adding density to our existing customer base, providing propane and
complementary services to national accounts and other product offerings to existing customer relationships. We also
intend to continue expanding our propane distribution operations in fiscal 2009 into several areas to which we have
not historically provided propane service. This continued expansion will give us new growth opportunities by
leveraging the capabilities of our operating platforms.

Align employee interests with our investors through significant employee ownership.

In 1998, we established an employee benefit plan that we believe aligns the interests of our employees with those of
our investors. Through the Ferrell Companies, Inc. Employee Stock Ownership Trust, our employees beneficially own
approximately 32% of our outstanding common units, allowing them to participate directly in our overall success. We
believe this plan is unique in the propane distribution industry and that the entrepreneurial culture fostered by
employee-ownership provides us with another distinct competitive advantage.

Distribution of Propane and Related Equipment and Supplies

Our propane distribution business consists principally of transporting propane purchased from third parties to our
propane distribution locations and then to tanks on customers� premises and to portable propane tanks. We also
distribute bulk propane to wholesale customers. Our market areas for our residential and agricultural customers are
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generally rural, but also include urban areas for industrial applications. Our market area for our industrial/commercial
and portable tank exchange customers is generally urban; however, our portable tank exchange customer base
continues to grow in both urban and rural areas. We utilize marketing programs targeting both new and existing
customers by emphasizing:

� our efficiency in delivering propane to customers;

� our employee training and safety programs;

4
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� our enhanced customer service, facilitated by our technology platform and our 24 hours a day seven days a
week retail customer call support capabilities; and

� our national distributor network for our commercial and portable tank exchange customers.

The distribution of propane to residential customers generally involves large numbers of small volume deliveries. Our
retail deliveries of propane are typically transported from our retail propane distribution locations to our customers by
our fleet of bulk delivery trucks, which are generally fitted with a 3,000 gallon tank. Propane storage tanks located on
our customers� premises are then filled from these bulk delivery trucks. We also deliver propane to our
industrial/commercial and portable tank exchange customers using our fleet of portable tank and portable tank
exchange delivery trucks, truck tractors and portable tank exchange delivery trailers.

A substantial majority of our gross margin from propane and other gas liquids sales is derived from the distribution
and sale of propane and related risk management activities, and is derived primarily from five customer groups:

� residential;

� industrial/commercial;

� portable tank exchange;

� agricultural;

� wholesale; and

� other.

Our gross margin from the distribution of propane is primarily based on the cents-per-gallon difference between the
sales price we charge our customers and our costs to purchase and deliver propane to our propane distribution
locations. Our residential and portable tank exchange customers typically provide us a greater cents-per-gallon margin
than our industrial/commercial, agricultural, wholesale and other customers. We track �Propane sales volumes,�
�Revenues � Propane and other gas liquids sales� and �Gross Margin � Propane and other gas liquids sales� by customer;
however, we are not able to specifically allocate operating and other costs in a manner that would determine their
specific profitability with a high degree of accuracy. The wholesale propane price per gallon is subject to various
market conditions and may fluctuate based on changes in demand, supply and the price of other energy commodities,
primarily crude oil and natural gas as propane prices tend to correlate with the fluctuations of these underlying
commodities.

Residential customers typically rent their storage tanks from their distributors. Approximately 68% of our residential
customers rent their tanks from us. Our rental terms and the fire safety regulations in some states require rented bulk
tanks to be filled only by the propane supplier owning the tank. The cost and inconvenience of switching bulk tanks
helps minimize a customer�s tendency to switch suppliers of propane on the basis of minor variations in price, helping
us minimize customer loss.

In addition, we generally lease tanks to independent distributors involved with our delivery of propane by portable
tank exchange operations. Our owned and independent distributors provide portable tank exchange customers with a
national delivery presence that is generally not available from our competitors.
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Some of our propane distribution locations also conduct the retail sale of propane appliances and related parts and
fittings, as well as other retail propane related services and consumer products. We also sell gas grills, patio heaters,
fireplace and garden accessories, mosquito traps and other outdoor products through Blue Rhino Global Sourcing, Inc.

In fiscal 2008, no one customer accounted for 10% or more of our consolidated revenues.

5
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Effect of Weather and Seasonality

Weather conditions have a significant impact on demand for propane for heating purposes during the winter heating
season of November through March. Accordingly, the volume of propane used by our customers for this purpose is
directly affected by the severity of winter weather in the regions we serve and can vary substantially from year to year.
In any given region, sustained warmer-than-normal temperatures will tend to result in reduced propane use, while
sustained colder-than-normal temperatures will tend to result in greater usage.

The market for propane is seasonal because of increased demand during the winter months primarily for the purpose
of providing heating in residential and commercial buildings. Consequently, sales and operating profits are
concentrated in our second and third fiscal quarters, which are during the winter heating season. However, our
propane by portable tank exchange sales volume provides us increased operating profits during our first and fourth
fiscal quarters due to its counter-seasonal business activities. These sales also provide us the ability to better utilize
our seasonal resources at our retail propane distribution locations.

Propane sales volumes traditionally fluctuate from year to year in response to variations in weather, volatility in
energy commodity prices and other factors including competitive conditions, timing of acquisitions and general
economic conditions in the United States. We believe that our broad geographic distribution helps us minimize
exposure to regional weather and economic patterns. During times of colder-than-normal winter weather, we have
been able to take advantage of our large, efficient distribution network to avoid supply disruptions, thereby providing
us a competitive advantage in the markets we serve.

Risk Management Activities

Our risk management activities primarily attempt to mitigate risks related to the purchase, storage, transport and sale
of propane. We generally purchase propane in the contract and spot markets from major domestic energy companies
on a short-term basis. Our costs to purchase and distribute propane fluctuate with the movement of market prices.
These fluctuations subject us to potential price risk, which we attempt to minimize through the use of risk
management activities. We also enter into propane sales commitments to a portion of our retail customers which
provide for a contracted sale price agreement for a specified period of time. These commitments can expose us to
product price risk if not immediately hedged with an offsetting propane purchase commitment.

Our risk management supply procurement and transportation activities overall objective is to hedge exposures to
product purchase and sale contracted price agreement risk. These risk management activities include the use of energy
commodity forward contracts, swaps and options traded on the over-the-counter financial markets and futures and
options traded on the New York Mercantile Exchange. These transactions are accounted for at fair value as either
price risk management assets or other current liabilities on the balance sheet and in other comprehensive income on
the consolidated statement of partners� capital.

Through our supply procurement activities, we purchase propane primarily from major domestic energy companies.
Supplies of propane from these sources have traditionally been readily available, although no assurance can be given
that they will be readily available in the future. We may purchase and store inventories of propane to avoid delivery
interruptions during the periods of increased demand and to take advantage of favorable commodity prices. As a result
of our ability to buy large volumes of propane and utilize our national distribution system, we believe we are in a
position to achieve product cost savings and avoid shortages during periods of tight supply to an extent not generally
available to other propane distributors. During fiscal 2008, British Petroleum (21%) and Enterprise Products, L.P.
(12%) accounted for approximately 33% of our total propane purchases. Because there are numerous alternative
suppliers available, we do not believe it is reasonably possible that this supplier concentration could cause a near-term
severe impact on our ability to procure propane. No other single supplier accounted for more than 10% of our total
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propane purchases during fiscal 2008. If supplies were interrupted or difficulties in obtaining alternative transportation
were to arise, the cost of procuring replacement supplies may materially increase. These transactions are accounted for
at cost in �Cost of product sold � propane and other gas liquids sales� in our consolidated statement of earnings.

6
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A portion of our propane inventory is purchased under supply contracts that typically have a one-year term and a price
that fluctuates based on the spot market prices. In order to limit overall price risk, we will enter into fixed price
over-the-counter energy commodity forward and swap contracts that generally have terms of less than 24 months. We
may also use options to hedge a portion of our forecasted purchases for up to 24 months in the future.

We also incur risks related to the price and availability of propane during periods of much colder-than-normal
weather, temporary supply shortages concentrated in certain geographic regions and commodity price distortions
between geographic regions. We attempt to mitigate these risks through our transportation activities by utilizing our
transport truck and railroad tank car fleet to distribute propane between supply or storage locations and propane
distribution locations. The propane we sell to our customers is generally transported from petrochemical processing
plants and refineries, pipeline terminals and storage facilities to propane distribution locations or storage facilities by
our leased railroad tank cars and our owned or leased highway transport trucks. We use common carrier and
owner-operated transport trucks during the peak delivery season in the winter months or to provide service in areas
where economic considerations favor their use. We also use a portion of our transport truck fleet during the spring and
summer months to transport propane to service our portable tank exchange customers.

Industry

Natural gas liquids are derived from petroleum products and are sold in compressed or liquefied form. Propane, the
predominant natural gas liquid, is typically extracted from natural gas or separated during crude oil refining. Although
propane is gaseous at normal pressures, it is compressed into liquid form at relatively low pressures for storage and
transportation. Propane is a clean-burning energy source, recognized for its transportability and ease of use relative to
alternative forms of stand-alone energy sources.

Based upon industry publications, propane accounts for approximately 3% to 4% of energy consumption in the United
States, a level which has remained relatively constant for the past two decades. Propane competes primarily with
natural gas, electricity and fuel oil as an energy source principally on the basis of price, availability and portability.
Propane serves as an alternative to natural gas in rural and urban areas where natural gas is unavailable or portability
of product is required. Propane is generally more expensive than natural gas on an equivalent British Thermal Unit
(�BTU�) basis in locations served by natural gas, although propane is often sold in such areas as a standby fuel for use
during peak demands and during interruption in natural gas service. The expansion of natural gas into traditional
propane markets has historically been inhibited by the capital costs required to expand distribution and pipeline
systems. Although the extension of natural gas pipelines tends to displace propane distribution in the neighborhoods
affected, we believe that new opportunities for propane sales arise as more geographically remote neighborhoods are
developed.

Propane has historically been less expensive to use than electricity for space heating, water heating and cooking and
competes effectively with electricity in the parts of the country where propane is less expensive than electricity on an
equivalent BTU basis. Although propane is similar to fuel oil in application, market demand and price, propane and
fuel oil have generally developed their own distinct geographic markets. Because residential furnaces and appliances
that burn propane will not operate on fuel oil, a conversion from one fuel to the other requires the installation of new
equipment. Residential propane customers will have an incentive to switch to fuel oil only if fuel oil becomes
significantly less expensive than propane. Conversely, we may be unable to expand our customer base in areas where
fuel oil is widely used, particularly the northeast United States, unless propane becomes significantly less expensive
than fuel oil. However, many industrial customers who use propane as a heating fuel have the capacity to switch to
other fuels, such as fuel oil, on the basis of availability or minor variations in price.

Competition
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In addition to competing with marketers of other fuels, we compete with other companies engaged in the propane
distribution business. Competition within the propane distribution industry stems from two types of participants: the
larger, multi-state marketers, including farmers� cooperatives, and the smaller, local

7
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independent marketers, including rural electric cooperatives. Based on our propane sales volumes in fiscal 2008, we
believe that we are the second largest marketer of propane in the United States and the largest national provider of
propane by portable tank exchange.

Most of our retail propane distribution locations compete with three or more marketers or distributors, primarily on
the basis of reliability of service and responsiveness to customer needs, safety and price. Each retail distribution outlet
operates in its own competitive environment because propane marketers typically reside in close proximity to their
customers to lower the cost of providing service.

Other Activities

Our other activities primarily include the following:

� common carrier services;

� the sale of carbon dioxide;

� wholesale marketing of propane appliances; and

� the sale of refined fuels.

These other activities comprised less than 10% of our total revenues in fiscal 2008, 2007 or 2006.

Employees

We have no employees and are managed by our general partner pursuant to our partnership agreement. At August 31,
2008, our general partner had 3,508 full-time employees.

Our general partner employed its employees in the following areas:

Propane distribution locations 2,947
Risk management, transportation and wholesale 177
Centralized corporate functions 384

Total 3,508

Less than one percent of these employees are represented by an aggregate of six different local labor unions, which are
all affiliated with the International Brotherhood of Teamsters. Our general partner has not experienced any significant
work stoppages or other labor problems.

Governmental Regulation � Environmental and Safety Matters

Propane is not currently subject to any price or allocation regulation and has not been defined by any federal or state
environment law as an environmentally hazardous substance.

In connection with all acquisitions of propane distribution businesses that involve the purchase of real property, we
conduct a due diligence investigation to attempt to determine whether any substance other than propane has been sold
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from, stored on or otherwise come into contact with any such real property prior to its purchase. At a minimum, due
diligence includes questioning the sellers, obtaining representations and warranties concerning the sellers� compliance
with environmental laws and visual inspections of the real property.

With respect to the transportation of propane by truck, we are subject to regulations promulgated under the Federal
Motor Carrier Safety Act. These regulations cover the transportation of flammable materials and are administered by
the United States Department of Transportation. The National Fire Protection Association Pamphlet No. 58
establishes a national standard for the safe handling and storage of propane. Those rules and procedures have been
adopted by us and serve as the industry standard by the states in which we operate.

We believe that we are in material compliance with all governmental regulations and industry standards applicable to
environmental and safety matters.
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Trademarks and Service Marks

We market our goods and services under various trademarks and trade names, which we own or have a right to use.
Those trademarks and trade names include marks or pending marks before the United States Patent and Trademark
Office such as Ferrellgas, Ferrell North America, and Ferrellmeter. Our general partner has an option to purchase for a
nominal value the trade names �Ferrellgas� and �Ferrell North America� and the trademark �Ferrellmeter� that it contributed
to us during 1994, if it is removed as our general partner other than �for cause.� If our general partner ceases to serve as
our general partner for any reason other than �for cause,� it will have the option to purchase our other trade names and
trademarks from us for fair market value.

We believe that the Blue Rhino mark and Blue Rhino�s other trademarks, service marks and patents are an important
part of our consistent growth in both tank exchange and outdoor living product categories. Included in the registered
and pending trademarks and service marks are the designations Blue Rhino®, Blue Rhino & Design®, Rhino Designtm,
Grill Gas & Design®, A Better Waytm, Spark Something Fun®, America�s Choice for Grill Gas®, RhinoTUFF®,
Tri-Safe®, Drop, Swap and Gotm, Rhino Powertm, Uniflame®, UniGrill®, Patriot®, Grill Aficionado®, Skeetervac®,
Fine Tune®, Vac & Tac®, Wavedrawer®, It�s Your Backyard. Enjoy It More With Skeetervac®, Less Biting Insects.
More Backyard Fun®, DuraClay®, Endless Summer® and Endless Summer Comfort®. In addition, we have patents
issued for a Method for Reconditioning a Propane Gas Tank and an Overflow Protection Valve Assembly, which
expire in 2017 and 2018, respectively, as well as various other patents and patent applications pending. The protection
afforded by our patents furthers our ability to cost-effectively service our customers and to maintain our competitive
advantages.

Businesses of Other Subsidiaries

Ferrellgas Partners Finance Corp. is a Delaware corporation formed in 1996 and is our wholly-owned subsidiary.
Ferrellgas Partners Finance Corp. has nominal assets and does not conduct any operations, but serves as a co-issuer
and co-obligor for debt securities of Ferrellgas Partners. Institutional investors that might otherwise be limited in their
ability to invest in debt securities of Ferrellgas Partners because it is a partnership are potentially able to invest in debt
securities of Ferrellgas Partners because Ferrellgas Partners Finance Corp. acts as a co-issuer and co-obligor. Because
of its structure and pursuant to the reduced disclosure format, a discussion of the results of operations, liquidity and
capital resources of Ferrellgas Partners Finance Corp. is not presented in this Annual Report on Form 10-K. See
Note B � Commitment � to Ferrellgas Partners Finance Corp.�s financial statements for a discussion of the debt securities
with respect to which Ferrellgas Partners Finance Corp. is serving as a co-issuer and co-obligor.

Ferrellgas Finance Corp. is a Delaware corporation formed in 2003 and is a wholly-owned subsidiary of the operating
partnership. Ferrellgas Finance Corp. has nominal assets and does not conduct any operations, but serves as a
co-issuer and co-obligor for debt securities of the operating partnership. Institutional investors that might otherwise be
limited in their ability to invest in debt securities of the operating partnership because it is a partnership are potentially
able to invest in debt securities of the operating partnership because Ferrellgas Finance Corp. acts as a co-issuer and
co-obligor. Because of its structure and pursuant to the reduced disclosure format, a discussion of the results of
operations, liquidity and capital resources of Ferrellgas Finance Corp. is not presented in this Annual Report on
Form 10-K. See Note B � Commitment � to Ferrellgas Finance Corp.�s financial statements for a discussion of the debt
securities with respect to which Ferrellgas Finance Corp. is serving as a co-issuer and co-obligor.

Ferrellgas Receivables, LLC (�Ferrellgas Receivables�) was organized in September 2000, and is a wholly-owned,
unconsolidated qualifying special purpose entity and a subsidiary of the operating partnership. The operating
partnership transfers interests in a pool of accounts receivable to Ferrellgas Receivables. Ferrellgas Receivables then
sells the interests to commercial paper conduits of JPMorgan Chase Bank, N.A. and Fifth Third Bank. Ferrellgas
Receivables does not conduct any other activities. In accordance with Statement of Financial Accounting Standards
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(�SFAS�) No. 140 �Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities�
(�SFAS 140�), the transactions with Ferrellgas Receivables are accounted for in our consolidated financial statements as
sales of accounts receivable with the retention of an interest in transferred accounts receivable. The accounts
receivable securitization facility is
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more fully described in Item 7. �Management�s Discussion and Analysis of Financial Condition and Results of
Operations � Liquidity and Capital Resources � Operating Activities� and in Note F � Accounts receivable securitization �
to our consolidated financial statements provided herein.

We also sell gas grills, patio heaters, fireplace and garden accessories, mosquito traps, and other outdoor products.
These products are manufactured by independent third parties in Asia and are sold to mass market retailers in Asia or
shipped to the United States, where they are sold under our various trade names. These products are sold through Blue
Rhino Global Sourcing, Inc., a taxable corporation that is a wholly-owned subsidiary of the operating partnership.

ITEM 1A. RISK FACTORS.

Risks Inherent in the Distribution of Propane

Weather conditions may reduce the demand for propane; our financial condition is vulnerable to warm winters
and poor weather in the grilling season.

Weather conditions have a significant impact on the demand for propane for both heating and agricultural purposes.
Many of our customers rely heavily on propane as a heating fuel. Accordingly, our sales volumes of propane are
highest during the five-month winter-heating season of November through March and are directly affected by the
temperatures during these months. During fiscal 2008, approximately 58% of our propane sales volume was
attributable to sales during the winter-heating season. Actual weather conditions can vary substantially from year to
year, which may significantly affect our financial performance. Furthermore, variations in weather in one or more
regions in which we operate can significantly affect our total propane sales volume and therefore our realized profits.
A negative effect on our sales volume may in turn affect our financial position or results of operations. The
agricultural demand for propane is also affected by weather, as dry or warm weather during the harvest season may
reduce the demand for propane used in some crop drying applications.

Our portable tank exchange operations experience higher volumes in the spring and summer, which includes the
majority of the grilling season. Sustained periods of poor weather, particularly in the grilling season, can negatively
affect our portable tank exchange revenues. In addition, poor weather may reduce consumers� propensity to purchase
and use grills and other propane-fueled appliances thereby reducing demand for portable tank exchange as well as the
demand for our outdoor products.

Sudden and sharp propane price increases cannot be passed on to customers with contracted pricing arrangements
and will adversely affect our profit margins if they are not immediately hedged with an offsetting propane purchase
commitment.

Gross margin from the distribution of propane is primarily based on the cents-per-gallon difference between the sales
price we charge our customers and our costs to purchase and deliver propane to our propane distribution locations. We
enter into propane sales commitments with a portion of our retail customers that provide for contracted sales prices for
a specified period of time. The wholesale propane price per gallon is subject to various market conditions and may
fluctuate based on changes in demand, supply and other energy commodity prices. Propane prices tend to correlate
primarily with crude oil and natural gas prices. We employ risk management activities that attempt to mitigate risks
related to the purchasing, storing, transporting, and selling of propane. However, sudden and sharp propane price
increases cannot be passed on to customers with contracted pricing arrangements. Therefore, these commitments
expose us to product price risk and reduced profit margins if those transactions are not immediately hedged with an
offsetting propane purchase commitment.
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Hurricanes and other natural disasters could have a material adverse effect on our business, financial condition
and results of operations.

Hurricanes and other natural disasters can potentially destroy thousands of business structures and homes and, if
occurring in the Gulf Coast region of the United States, could disrupt the supply chain for oil and gas
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products. Disruptions in supply could have a material adverse effect on our business, financial condition, results of
operations and cash flow. Damages and higher prices caused by hurricanes and other natural disasters could have an
adverse effect on our financial condition due to the impact on the financial condition of our customers.

The propane distribution business is highly competitive, which may negatively affect our sales volumes and/or our
results of operations.

Our profitability is affected by the competition for customers among all of the participants in the propane distribution
business. We compete with a number of large national and regional firms and several thousand small independent
firms. Because of the relatively low barriers to entry into the propane market, there is the potential for small
independent propane distributors, as well as other companies not previously engaged in propane distribution, to
compete with us. Some rural electric cooperatives and fuel oil distributors have expanded their businesses to include
propane distribution. As a result, we are subject to the risk of additional competition in the future. Some of our
competitors may have greater financial resources than we do. Should a competitor attempt to increase market share by
reducing prices, our operating margins and customer base may be negatively impacted. Generally,
warmer-than-normal weather and increasing fuel prices further intensifies competition. We believe that our ability to
compete effectively depends on our service reliability, our responsiveness to customers, and our ability to maintain
competitive propane prices and control our operating expenses.

The propane distribution industry is a mature one, which may limit our growth.

The propane distribution industry is a mature one. We foresee only limited growth in total national demand for
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