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 Forward-Looking Statements

        This Annual Report on Form 10-K contains certain forward-looking statements within the meaning of the federal securities laws. These
forward-looking statements are identified as any statements that do not relate strictly to historical or current facts and can generally be identified
by the use of forward-looking terminology including "may," "believe," "expect," "anticipate," "estimate," "continue" or other similar words.
Such statements may discuss future expectations for, or contain projections of, results of operations, financial condition or our ability to make
distributions to unitholders or state other forward-looking information. Forward-looking statements are not guarantees of performance. Although
we believe these forward-looking statements are based on reasonable assumptions, statements made regarding future results are subject to a
number of assumptions, uncertainties and risks, many of which are beyond our control, which may cause future results to be materially different
from the results stated or implied in this document. These risks and uncertainties include, among other things:

�
We may not have sufficient cash from operations to enable us to pay the minimum quarterly distribution or maintain
distributions at current levels following establishment of cash reserves and payment of fees and expenses, including
payments to our general partner.

�
A significant decrease in demand for refined petroleum products in the areas served by our storage facilities would reduce
our ability to make distributions to our unitholders.

�
Our sales of home heating oil and residual oil could be significantly reduced by conversions to natural gas which
conversions could have an adverse effect on our financial condition, results of operations and cash available for distribution
to our unitholders.

�
Warmer weather conditions could adversely affect our financial condition, results of operations and cash available for
distribution to our unitholders.

�
Our risk management policies cannot eliminate all commodity risk. In addition, any noncompliance with our risk
management policies could result in significant financial losses.

�
Our results of operations are influenced by the overall forward market for refined petroleum products, and increases and/or
decreases in the prices of refined petroleum products may adversely impact the amount of borrowing available for working
capital under our credit agreement, which credit agreement has borrowing base limitations and advance rates.

�
We are exposed to trade credit risk in the ordinary course of our business activities.

�
We are exposed to risk associated with our trade credit support in the ordinary course of our business activities.

�
The condition of credit markets may adversely affect our liquidity.

�
Due to our lack of asset and geographic diversification, adverse developments in the terminals that we use or in our
operating areas could reduce our ability to make distributions to our unitholders.

�
We are exposed to performance risk in our supply chain.

�
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Our general partner and its affiliates have conflicts of interest and limited fiduciary duties, which may permit them to favor
their own interests to the detriment of unitholders.

�
Unitholders have limited voting rights and are not entitled to elect our general partner or its directors or initially to remove
our general partner without its consent, which could lower the trading price of our common units.

�
Unitholders may be required to pay taxes on their share of our income even if they do not receive any cash distributions from
us.

1
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        Additional information about risks and uncertainties that could cause actual results to differ materially from forward-looking statements is
contained in Item 1A, "Risk Factors" in this Annual Report on Form 10-K.

        All forward-looking statements included in this Annual Report on Form 10-K and all subsequent written or oral forward-looking statements
attributable to us or persons acting on our behalf are expressly qualified in their entirety by these cautionary statements. The forward-looking
statements speak only as of the date made, other than as required by law, and we undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future events or otherwise.

 Available Information

        We make available free of charge through our website, www.globalp.com, our Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 as soon as reasonably practicable after we electronically file or furnish such material with the Securities and Exchange
Commission ("SEC"). These documents are also available at the SEC's website at www.sec.gov. Our website also includes our Code of Business
Conduct and Ethics, our Governance Guidelines and the charters of our Audit Committee and Compensation Committee.

        A copy of any of these documents will be provided without charge upon written request to the General Counsel, Global Partners LP,
P.O. Box 9161, 800 South Street, Suite 200, Waltham, MA 02454; fax (781) 398-4165.

2
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 PART I

References in this Annual Report on Form 10-K to "Global Partners LP," "Partnership," "we," "our," "us" or like terms refer to Global
Partners LP and its subsidiaries.

 Items 1. and 2.    Business and Properties.

Overview

        We are a publicly traded Delaware limited partnership formed in March 2005. We have four operating subsidiaries which are wholly owned
by Global Operating LLC, our wholly owned subsidiary: Global Companies LLC, its subsidiary, Glen Hes Corp., Global Montello Group Corp.
and Chelsea Sandwich LLC. Global GP LLC, our general partner, manages our operations and activities and employs our officers and
substantially all of our personnel. In addition, GLP Finance Corp. ("GLP Finance") was incorporated under the laws of the State of Delaware as
our wholly-owned subsidiary. GLP Finance has no material assets or liabilities. Its activities will be limited to co-issuing debt securities and
engaging in other activities incidental thereto.

        We own, control or have access to one of the largest terminal networks of refined petroleum products in Massachusetts, Maine,
Connecticut, Vermont, New Hampshire, Rhode Island, New York and Pennsylvania (collectively, the "Northeast"). We are one of the largest
wholesale distributors of gasoline, distillates (such as home heating oil, diesel and kerosene) and residual oil to wholesalers, retailers and
commercial customers in the Northeast. In 2008, we sold approximately $9.0 billion of refined petroleum products and small amounts of natural
gas. In 2008, we owned, leased or maintained dedicated storage facilities at 18 refined petroleum product bulk terminals, each with the capacity
of more than 50,000 barrels, including 17 located throughout the Northeast, that are supplied primarily by marine transport, pipeline, rail or truck
and that collectively have approximately 8.0 million barrels of storage capacity. We also have throughput or exchange agreements at more than
30 bulk terminals and inland storage facilities.

        We purchase our refined petroleum products primarily from domestic and foreign refiners (wholesalers), traders and producers and sell
these products in two segments, Wholesale and Commercial. In 2008, our Wholesale sales accounted for approximately 95% of our total sales
and our Commercial sales accounted for approximately 5%.

        As demand for some of our refined petroleum products, specifically home heating oil and residual oil for space heating purposes, is
generally greater during the winter months, sales are generally higher during the first and fourth quarters of the calendar year which may result
in significant fluctuations in our quarterly operating results. In 2008, our volume in transportation fuels, which represents a growing portion of
our sales, exceeded our heating oil volumes. The increase in the non-weather sensitive components of our business helps to partially offset the
economic impact that warmer weather conditions may have on our home heating oil and residual oil sales. In addition, portions of our heating oil
are sold on a forward fixed price basis.

Business Strategies

        Our primary business objective is to increase distributable cash flow per unit by continuing to execute the following strategies:

�
Expand Within and Beyond Our Core Northeast Market.  We continue to pursue strategic and accretive acquisitions of assets
and marketing businesses both within our existing area of operations and in new geographic areas. Consistent with this
strategy, we expanded our presence in Providence, Rhode Island by entering into two separate sublease agreements in
November 2007 for land located at the Port of Providence. In January 2008, the terminal at one parcel opened for business
and in November 2008, the second phase of construction was completed

3
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and the terminal at the other parcel opened for business. These facilities will enable us to more effectively supply existing
wholesale and commercial customers across Rhode Island and southeastern Massachusetts, cultivate new customers in the
region and complement our existing terminal asset base and marketing business. We target assets or businesses with
(1) terminal assets, (2) a marketing division that has, among other attributes, consistent cash flow and stable customer lists or
(3) a combination of these attributes. We assign value to the marketing opportunities associated with terminal assets.
Because of our interest in purchasing marketing businesses as well as physical assets, we believe we have a competitive
advantage over bidders interested in purchasing only physical assets. In addition, we continue to seek strategic relationships
with companies that are looking to outsource their wholesale marketing business, as these opportunities allow us to leverage
our strengths in marketing infrastructure and credit fundamentals. We currently have marketing arrangements with a major
supplier of unbranded gasoline in several northeastern states as well as two distillate suppliers in the Northeast.

�
Serve as a Preferred Supplier to Our Customers.  We believe that our customers value dependability and quality of supply.
We strive to maintain a level of inventory to ensure that the supply needs of our customers are always satisfied. During
periods of product shortages, we have historically succeeded in sustaining a supply of product sufficient to meet the needs of
our customers while many of our competitors have not. We own, control or have access to bulk terminals and inland storage
facilities that are strategically located for ease of access by our customers. Additionally, we satisfy specific customer needs
by customizing our products, such as diesel and home heating oil, by blending and injecting additives.

�
Focus on Credit Fundamentals of Our Customers.  We manage our trade credit exposure through conservative management
practices, such as:

�
pre-approving customers up to certain credit limits;

�
seeking secondary sources of repayment for trade credit, such as letters of credit or guarantees;

�
not offering to extend credit as a marketing tool to attract customers; and

�
placing most of our customers on automatic debit systems for payment.

As a result of these practices, in each of the past eight years, the amount of account receivables that we wrote off was
insignificant. Our ability to manage our trade credit exposure helps us to expand our marketing business and allowed us to
enter into marketing arrangements with third parties where we make the sales and assume the credit risk and the third party
retains the commodity risk.

�
Minimize our Exposure to Commodity Price Volatility.  Although we take title to the products we sell, we actively manage
our business to minimize commodity price exposure by using hedging techniques. We seek to maintain a position that is
substantially balanced between purchases and sales by establishing an offsetting sales position with a positive margin each
time we commit to purchase a volume of product.

Product Sales

General

        We sell our refined petroleum products in two segments, Wholesale and Commercial. The majority of products we sell can be grouped into
three categories: gasoline, distillates and residual oil. In 2008, gasoline, distillates and residual oil accounted for approximately 52%, 42% and
6%, respectively, of our total volume sold.

4
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        Gasoline.    We sell grades of unbranded gasoline that comply with seasonal and geographical requirements in the areas in which we
market. We have the ability to blend gasoline, and we sell conventional gasoline and ethanol blended gasoline in the markets that require such
products. Gasoline sales accounted for approximately 50%, 43% and 37% of total sales for the years ended December 31, 2008, 2007 and 2006,
respectively.

        Distillates.    Distillates are further divided into home heating oil, diesel and kerosene. In 2008, sales of home heating oil, diesel and
kerosene accounted for approximately 78%, 20% and 2%, respectively, of our total volume of distillates sold. Distillate sales accounted for
approximately 46%, 50% and 53% of total sales for the years ended December 31, 2008, 2007 and 2006, respectively.

        We sell generic home heating oil and Heating Oil Plus®, our proprietary premium branded heating oil. Heating Oil Plus® is electronically
blended at the delivery facility. In 2008, approximately 9% of the volume of home heating oil we sold to wholesale resellers was Heating Oil
Plus®. In addition, we sell the additive used to create Heating Oil Plus® to some wholesale resellers, make injection systems available to them
and provide technical support to assist them with blending. We also educate the sales force of our customers to better prepare them for marketing
our products to their customers.

        We sell generic diesel and Diesel One®, our proprietary premium diesel fuel product. We offer marketing and technical support for those
customers who purchase Diesel One®. In 2008, approximately 44% of the volume of diesel we sold to wholesale resellers was Diesel One®.

        Residual Oil.    We are one of three primary residual oil marketers in the Northeast. We specially blend residual oil for users in accordance
with their individual power plant specifications. Residual oil sales accounted for approximately 4%, 7% and 10% of total sales for the years
ended December 31, 2008, 2007 and 2006, respectively.

        We had one customer, ExxonMobil Oil Corporation ("ExxonMobil"), who accounted for approximately 20% of sales for the year ended
December 31, 2008 and approximately 12% of accounts receivable and 14% of sales as of and for the year ended December 31, 2007. No single
customer accounted for 10% or more of sales for the year ended December 31, 2006.

Wholesale

        In the Wholesale segment, we sell gasoline, home heating oil, diesel, kerosene and residual oil to unbranded retail gasoline stations and
other resellers of transportations fuels, home heating oil retailers and wholesale distributors. In 2008, this segment accounted for approximately
94% of our total volume sold. Generally, customers use their own vehicles or contract carriers to take delivery of the product at bulk terminals
and inland storage facilities that we own or control or with which we have throughput arrangements. Please read "�Storage."

        In 2008, we sold unbranded gasoline and diesel, including Diesel One®, to approximately 950 wholesalers and retail gasoline station
operators, vehicles, fleet and marine users and other end users throughout the Northeast.

        We have marketing arrangements with a major supplier of unbranded gasoline in several northeastern states as well as two distillate
suppliers in the Northeast. We enter into marketing arrangements with third parties where we make the sales and assume the credit risk and the
third party retains the commodity risk.

        In 2008, we sold home heating oil, including Heating Oil Plus®, to over 1,100 wholesale distributors and retailers. We have a fixed price
sales program that we market primarily to wholesale distributors and retailers which uses the New York Mercantile Exchange ("NYMEX")
heating oil contract as the pricing benchmark and as a vehicle to manage the commodity risk. Please read "�Commodity Risk Management." In
2008, approximately 30% of our home heating oil volume was

5

Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

9



Table of Contents

sold using forward fixed price contracts. A forward fixed price contract requires our customer to purchase a specific volume at a specific price
during a specific period. The remaining home heating oil was sold on either a posted price or a price based on various indices which, in both
instances, reflect current market conditions.

        In 2008, we sold residual oil to 25 wholesale distributors. Our Wholesale residual oil sales were accomplished through forward fixed price
contracts or by using market-related prices, either posted prices or indexed prices, to reflect current market conditions.

        Financial information with respect to the Wholesale segment, including information concerning revenues, gross profit, net product margin
and total assets may be found under Item 7, "Management's Discussion and Analysis and Results of Operations" and in Note 18 of Notes to
Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K.

Commercial

        Our Commercial segment includes sales of unbranded gasoline, home heating oil, diesel, kerosene and residual oil to customers in the
public sector and to large commercial and industrial customers, primarily either through a competitive bidding process or through contracts of
various terms. Our Commercial segment also includes custom blended distillates and residual oil delivered by barges or from a terminal dock. In
2008, this segment accounted for approximately 6% of our total volume sold.

        Our commercial customers include federal and state agencies, municipalities, large industrial companies, many autonomous authorities,
such as transportation authorities and water resource authorities, colleges and universities and a select group of small utilities. Unlike our
Wholesale segment, in our Commercial segment, we generally arrange the delivery of the product to the customer's designated location. We
typically hire third-party common carriers to deliver the product. Please read "�Storage."

        In this segment, we respond to publicly-issued requests for product proposals and quotes. As of December 31, 2008, we had contracts as a
result of this public bidding process with the U.S. government and the states of Massachusetts and New Hampshire. We also had contracts with
municipalities, autonomous authorities and institutional customers in the Northeast to meet their various fuel requirements.

        A majority of the contracts in our bid business are for a term of one year. We offer both fixed and indexed (floating) price and volume
contracts to customers. The majority of bid activity is priced using an indexed price with the index typically chosen by the issuing authority in its
solicitation for the bid proposal. The indexed prices are usually referenced to one of five industry publications and/or the utilization of regulated
exchanges.

        Our commercial customers also include cruise ships, dry and wet bulk carriers, fishing fleets and other marine vessels. We blend distillates
and residual fuel to the customers' specifications at the terminal facility or on the barge and then deliver the resulting bunker fuel directly to the
ship or barge.

        Financial information with respect to the Commercial segment, including information concerning revenues, gross profit, net product margin
and total assets may be found under Item 7, "Management's Discussion and Analysis and Results of Operations" and in Note 18 of Notes to
Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K.

Supply

        Our products come from some of the major energy companies in the world. Cargos are sourced from the United States, Canada, South
America, Europe and occasionally from Asia. During 2008, we purchased an average of approximately 232,000 barrels per day of refined
petroleum products from
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approximately 105 suppliers. In 2008, our top ten suppliers accounted for approximately 70% of our product purchases. We enter into supply
agreements with these suppliers on a term basis or a spot basis. With respect to trade terms, our supply purchases vary depending on the
particular contract from prompt payment (usually three days) to net 30 days. Please read "�Commodity Risk Management."

Commodity Risk Management

        Since we take title to the refined petroleum products that we sell, we are exposed to commodity risk. Commodity risk describes the risk of
unfavorable market fluctuations in the price of commodities such as refined petroleum products. We endeavor to minimize commodity risk in
connection with our daily operations. Generally, as we purchase and/or store refined petroleum products, we reduce commodity risk and
establish a margin by selling the product for physical delivery to third parties, selling futures contracts on regulated exchanges or using
derivatives. Products are generally purchased and sold at fixed prices or at indexed prices. While we use these transactions to seek to maintain a
position that is substantially balanced between purchased volumes versus sales volumes through regulated exchanges or derivatives, we may
experience net unbalanced positions for short periods of time as a result of variances in daily sales and transportation and delivery schedules as
well as logistical issues associated with inclement weather conditions or infrastructure disruptions. In connection with managing these positions
and maintaining a constant presence in the marketplace, both necessary for our business, we engage in a controlled trading program for up to an
aggregate of 250,000 barrels of refined petroleum products on any day. Our general policy is not to hold refined petroleum products, futures
contracts or other derivative products and instruments for the sole purpose of speculating on price change. While our policies are designed to
minimize market risk, some degree of exposure to unforeseen fluctuations in market conditions remains.

        Operating results are sensitive to a number of factors. Such factors include commodity location, grades of product, individual customer
demand for grades or location of product, localized market price structures, availability of transportation facilities, daily delivery volumes that
vary from expected quantities and timing and costs to deliver the commodity to the customer. The term "basis risk" is used to describe the
inherent market price risk created when a commodity of certain grade or location is purchased, sold or exchanged as compared to a purchase,
sale or exchange of a like commodity at a different time or place, including, without limitation, transportation costs and timing differentials. We
attempt to reduce our exposure to basis risk by grouping our purchase and sale activities by geographical region in order to stay balanced within
such designated region. However, basis risk cannot be entirely eliminated.

        With respect to the pricing of commodities, we enter into futures contracts to minimize or hedge the impact of market fluctuations on our
purchase and forward fixed price sales of refined petroleum products. Any hedge ineffectiveness is reflected in our results of operations. We
utilize the NYMEX, which is a regulated exchange for energy products that it trades, thereby reducing potential delivery and supply risks.
Generally, our practice is to close all NYMEX positions rather than make or receive physical deliveries. With respect to other energy products,
we enter into derivative agreements with counterparties that we believe have a strong credit profile, in order to hedge market fluctuations and/or
lock-in margins relative to our commitments.

        We monitor processes and procedures to prevent unauthorized trading by our personnel and to maintain substantial balance between
purchases and sales or future delivery obligations. We can provide no assurance, however, that these steps will detect and prevent all violations
of such trading policies and procedures, particularly if deception or other intentional misconduct is involved.
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Storage

        Bulk terminals and inland storage facilities play a key role in the distribution of product to our customers. We own 11 bulk terminals in the
Northeast and maintain dedicated storage facilities at another 7 bulk terminals, 6 of which are in the Northeast. Collectively, these bulk terminals
provide us with approximately 8.0 million barrels of storage capacity. Additionally, we have throughput or exchange agreements at more than 30
bulk terminals and inland storage facilities.

        The bulk terminals and inland storage facilities from which we distribute product are supplied by ship, barge, truck, pipeline or rail. The
inland storage facilities, which we use exclusively to store distillates, are supplied with product delivered by truck from bulk terminals. Our
customers receive product from our network of bulk terminals and inland storage facilities via truck, barge, rail or pipeline.

        Many of our bulk terminals operate 24 hours a day and consist of multiple storage tanks and automated truck loading equipment. These
automated systems monitor terminal access, volumetric allocations, credit control and carrier certification through the remote identification of
customers. In addition, some of the bulk terminals at which we market are equipped with truck loading racks capable of providing automated
blending and additive packages which meet our customers' specific requirements.

        Throughput arrangements allow storage of product at terminals owned by others. Our customers can load product at these terminals, and we
pay the owners of these terminals fees for services rendered in connection with the receipt, storage and handling of such product. Compensation
to the terminal owners may be fixed or based upon the volume of our product that is delivered and sold at the terminal.

        Exchange agreements also allow our customers to take delivery of product at a terminal or facility that is not owned or leased by us. An
exchange is a contractual agreement where the parties exchange product at their respective terminals or facilities. For example, we (or our
customers) receive product that is owned by our exchange partner from such party's facility or terminal, and we deliver the same volume of our
product to such party (or to such party's customers) out of one of the terminals in our terminal network. Generally, both sides of an exchange
transaction pay a handling fee (similar to a throughput fee), and often one party also pays a location differential that covers any excess
transportation costs incurred by the other party in supplying product to the location at which the first party receives product. Other differentials
that may occur in exchanges (and result in additional payments) include product value differentials and timing differentials.

Competition

        We encounter varying degrees of competition based on product and geographic locations. Our competitors include terminal companies,
major integrated oil companies and their marketing affiliates and independent marketers of varying sizes, financial resources and experience. In
our core Northeast market, we compete in various product lines and for all customers. In the residual oil markets, however, where product is
heated when stored and cannot be delivered long distances, we face less competition because of the strategic locations of the majority of our
storage facilities. We also compete with natural gas suppliers and marketers in our home heating oil and residual oil product lines. Bunkering
requires facilities at ports to service vessels. In various other geographic markets, particularly the unbranded gasoline and distillates markets, we
compete with integrated refiners, merchant refiners and regional marketing companies.
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Environmental

General

        Our business of supplying refined petroleum products involves a number of activities that are subject to extensive and stringent
environmental laws. As part of our business, we own and operate various petroleum storage and distribution facilities and must comply with
environmental laws at the federal, state and local levels, which increases the cost of operating terminals and our business generally.

        Our operations also utilize a number of petroleum storage facilities and distribution facilities that we do not own or operate, but at which
refined petroleum products are stored. We utilize these facilities through several different contractual arrangements, including leases and
throughput and terminalling services agreements. If facilities with which we contract that are owned and operated by third parties fail to comply
with environmental laws, they could be shut down, requiring us to incur costs to use alternative facilities.

        Environmental laws and regulations can restrict or impact our business activities in many ways, such as:

�
requiring remedial action to mitigate releases of hydrocarbons, hazardous substances or wastes caused by our operations or
attributable to former operators;

�
requiring capital expenditures to comply with environmental control requirements; and

�
enjoining the operations of facilities deemed in noncompliance with environmental laws and regulations.

        Failure to comply with environmental laws and regulations may trigger a variety of administrative, civil and criminal enforcement
measures, including the assessment of monetary penalties, the imposition of remedial requirements and the issuance of orders enjoining future
operations. Certain environmental statutes impose strict, joint and several liability for costs required to clean up and restore sites where
hydrocarbons, hazardous substances or wastes have been released or disposed of. Moreover, neighboring landowners and other third parties may
file claims for personal injury and property damage allegedly caused by the release of hydrocarbons, hazardous substances or other wastes into
the environment.

        The trend in environmental regulation is to place more restrictions and limitations on activities that may affect the environment. As a result,
there can be no assurance as to the amount or timing of future expenditures for environmental compliance or remediation, and actual future
expenditures may be different from the amounts we currently anticipate. We try to anticipate future regulatory requirements that might be
imposed and plan accordingly to remain in compliance with changing environmental laws and regulations and minimize the costs of such
compliance.

        We do not believe that compliance with federal, state or local environmental laws and regulations will have a material adverse effect on our
financial position, results of operations or cash available for distribution to our unitholders. We can provide no assurance, however, that future
events, such as changes in existing laws (including changes in the interpretation of existing laws), the promulgation of new laws, or the
development or discovery of new facts or conditions will not cause us to incur significant costs.

Hazardous Materials and Waste Handling

        In most instances, the environmental laws and regulations affecting our business relate to the release of hazardous substances into the water
or soils and include measures to control pollution of the environment. For instance, the Comprehensive Environmental Response, Compensation,
and Liability
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Act, as amended, also known as CERCLA or the Superfund law, and comparable state laws impose liability, without regard to fault or the
legality of the original conduct, on certain classes of persons who are considered to be responsible for the release of hazardous substances into
the environment. These persons include the owner or operator of the site where the release occurred and companies that disposed or arranged for
the disposal of the hazardous substances. Under the Superfund law, these persons may be subject to joint and several liability for the costs of
cleaning up hazardous substances that have been released into the environment, for damages to natural resources and for the costs of certain
health studies. The Superfund law also authorizes the U.S. Environmental Protection Agency ("EPA"), and in some instances third parties, to act
in response to threats to the public health or the environment and seek to recover from the responsible persons the costs they incur. It is possible
for neighboring landowners and other third parties to file claims for personal injury and property damage allegedly caused by hazardous
substances or other pollutants released into the environment. In the course of our ordinary operations, we may generate, store or otherwise
handle materials and wastes that fall within the Superfund law's definition of a hazardous substance and, as a result, we may be jointly and
severally liable under the Superfund law for all or part of the costs required to clean up sites at which those hazardous substances have been
released into the environment.

        We currently own, lease or utilize storage or distribution facilities where hydrocarbons are being or have been handled for many years.
Although we have utilized operating and disposal practices that were standard in the industry at the time, hydrocarbons or other wastes may have
been disposed of or released on, under or from the properties owned or leased by us or on or under other locations where we have contractual
arrangements or where these wastes have been taken for disposal. In addition, many of these properties have been operated by third parties
whose treatment and disposal or release of hydrocarbons or other wastes was not under our control. These properties and wastes disposed
thereon may be subject to the Superfund law or other federal and state laws. Under these laws, we could be required to remove or remediate
previously disposed wastes, including wastes disposed of or released by prior owners or operators, clean up contaminated property, including
groundwater contaminated by prior owners or operators or make capital improvements to prevent future contamination.

        Our operations generate a variety of wastes, including some hazardous wastes that are subject to the federal Resource Conservation and
Recovery Act, as amended ("RCRA") and comparable state laws. By way of summary, these regulations impose detailed requirements for the
handling, storage, treatment and disposal of hazardous waste. Our operations also generate solid wastes which are regulated under state law or
the less stringent solid waste requirements of the federal Solid Waste Disposal Act. We believe that we are in material compliance with the
existing requirements of RCRA, the Solid Waste Disposal Act, and similar state and local laws, and the cost involved in complying with these
requirements is not material.

        We incur ongoing costs for monitoring groundwater and/or remediation of contamination at several facilities that we operate. Assuming
that we will be able to continue to use common remedial and monitoring methods or associated engineering or institutional controls to
demonstrate compliance with applicable regulatory requirements, as we have in the past and regulations currently allow, we believe that these
costs will not have a material impact on our financial condition, results of operations or cash available for distribution to our unitholders.

Above Ground Storage Tanks

        Above ground tanks that contain petroleum and other hazardous substances are subject to comprehensive regulation under environmental
laws. Generally, these laws impose liability for releases and require secondary containment systems for tanks or that the operators take
alternative precautions to ensure that no contamination results from tank leaks or spills. We believe we are in material compliance with
environmental laws and regulations applicable to above ground storage tanks.
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        The Oil Pollution Act of 1990 ("OPA") addresses three principal areas of oil pollution�prevention, containment and cleanup. In order to
handle, store or transport oil, we are required to file oil spill response plans with either the United States Coast Guard (for marine facilities) or
the EPA. States in which we operate have enacted laws similar to OPA. Under OPA and comparable state laws, responsible parties for a
regulated facility from which oil is discharged may be subject to strict, joint and several liability for removal costs and certain other
consequences of an oil spill such as natural resource damages, where the spill is into navigable waters or along shorelines. We believe we are in
material compliance with regulations pursuant to OPA and similar state laws.

        Under the authority of the federal Clean Water Act, the EPA imposes specific requirements for Spill Prevention, Control and
Countermeasure plans that are designed to prevent, and minimize the impacts of, releases of oil and oil products from above ground storage
tanks. We believe we are in substantial compliance with these requirements.

Water Discharges

        The federal Clean Water Act imposes restrictions regarding the discharge of pollutants, including oil and refined petroleum products, into
navigable waters. This law and comparable state laws require permits for discharging pollutants into state and federal waters and impose
substantial liabilities and remedial obligations for noncompliance. EPA regulations also require us to obtain permits to discharge certain storm
water runoff. Storm water discharge permits also may be required by certain states in which we operate. We believe that we hold the required
permits and operate in material compliance with those permits. While we have experienced permit discharge exceedences at some of our
terminals, we do not expect any noncompliance with existing permits and foreseeable new permit requirements to have a material adverse effect
on our financial position, results of operations or cash available for distribution to our unitholders.

Air Emissions

        Our operations are subject to the federal Clean Air Act and comparable state and local laws. Under such laws, permits are typically required
to emit regulated air pollutants into the atmosphere. We believe that we currently hold or have applied for all necessary air permits and that we
are in material compliance with applicable air laws and regulations. Although we can give no assurances, we are aware of no changes to air
quality regulations that will have a material adverse effect on our financial condition, results of operations or cash available for distribution to
our unitholders.

        Various federal, state and local agencies have the authority to prescribe product quality specifications for the refined petroleum products
that we sell, largely in an effort to reduce air pollution. Failure to comply with these regulations can result in substantial penalties. Although we
can give no assurances, we believe we are currently in substantial compliance with these regulations.

        Changes in product quality specifications could require us to incur additional handling costs or reduce our throughput volume. For instance,
different product specifications for different markets could require the construction of additional storage. Also, states in which we operate have
considered limiting the sulfur content of home heating oil. If such regulations are enacted, this could restrict the supply of available heating oil,
which could increase our costs to purchase such oil or limit our ability to sell heating oil.

        Efforts at the federal and state level are currently underway to reduce the levels of greenhouse gas emissions from various sources in the
United States. At the federal level, legislation was introduced in Congress in 2007 and 2008 to reduce greenhouse gas emissions in the United
States. Such or similar federal legislation could be taken up in 2009 or later years. President Barack Obama stated in his campaign that climate
change policy would be a priority of his administration, and the Democratic majority Congress has indicated that it will seek to enact legislation
to reduce greenhouse gas
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emissions. Also, as a result of the U.S. Supreme Court's decision on April 2, 2007 in Massachusetts, et al. v. EPA, the EPA may be required to
regulate greenhouse gas emissions from mobile sources (e.g., cars and trucks) under the federal Clean Air Act even if Congress does not adopt
new legislation specifically addressing emissions of greenhouse gases. Numerous states, including many where we have operations, have already
taken legal measures to reduce emissions of greenhouse gases, primarily through the planned development of greenhouse gas emission
inventories and/or regional greenhouse gas cap and trade programs. A regional cap and trade program, referred to as the Regional Greenhouse
Gas Initiative, began January 1, 2009, and is designed to stabilize and reduce greenhouse gas emissions from fossil fuel-fired power plants in
many Northeastern and Mid-Atlantic states. New federal or state restrictions on emissions of greenhouse gases that may be imposed in areas of
the United States in which we conduct business and that apply to our operations could adversely affect the demand for our products.

Environmental Insurance

        We maintain insurance which may cover, in whole or in part, certain costs relating to the clean up of releases of refined petroleum products.
We maintain insurance policies with insurers in amounts and with coverage and deductibles as our general partner believes are reasonable and
prudent. These policies may not cover all environmental risks and costs and may not provide sufficient coverage in the event an environmental
claim is made against us.

Security Regulation

        Since the September 11, 2001 terrorist attacks on the United States, the U.S. government has issued warnings that energy infrastructure
assets may be future targets of terrorist organizations. These developments have subjected our operations to increased risks. Increased security
measures taken by us as a precaution against possible terrorist attacks have resulted in increased costs to our business. Where required by federal
or local laws, we have prepared security plans for the storage and distribution facilities we operate. Terrorist attacks aimed at our facilities and
any global and domestic economic repercussions from terrorist activities could adversely affect our financial condition, results of operations and
cash available for distribution to our unitholders. For instance, terrorist activity could lead to increased volatility in prices for home heating oil,
gasoline and other products we sell.

        Insurance carriers are currently required to offer coverage for terrorist activities as a result of the federal Terrorism Risk Insurance Act of
2002 ("TRIA"). We purchased this coverage with respect to our property and casualty insurance programs, which resulted in additional
insurance premiums. Pursuant to the Terrorism Risk Insurance Program Reauthorization Act of 2007, TRIA has been extended through
December 31, 2014. Although we cannot determine the future availability and cost of insurance coverage for terrorist acts, we do not expect the
availability and cost of such insurance to have a material adverse effect on our financial condition, results of operations or cash available for
distribution to our unitholders.

Employee Safety

        We are subject to the requirements of the Occupational Safety and Health Act ("OSHA") and comparable state statutes that regulate the
protection of the health and safety of workers. In addition, OSHA's hazard communication standards require that information be maintained
about hazardous materials used or produced in operations and that this information be provided to employees, state and local government
authorities and citizens. We believe that we are in substantial compliance with the applicable OSHA requirements.

        We operate a limited number of trucks for the transportation of refined petroleum products, as most of the trucks that distribute products we
sell are owned and operated by third parties. We are
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subject to regulations promulgated under the Federal Motor Carrier Safety Act for those trucks that we do operate. These regulations cover the
transportation of hazardous materials and are administered by the U.S. Department of Transportation. We conduct ongoing training programs to
help ensure that our operations are in compliance with applicable regulations.

Title to Properties, Permits and Licenses

        We believe we have all of the assets needed, including leases, permits and licenses, to operate our business in all material respects. With
respect to any consents, permits or authorizations that have not been obtained, we believe that the failure to obtain these consents, permits or
authorizations will have no material adverse effect on our financial position, results of operations or cash available for distribution to our
unitholders.

        We believe we have satisfactory title to all of our assets. Title to property may be subject to encumbrances. We believe that none of these
encumbrances will materially detract from the value of our properties or from our interest in these properties, nor will they materially interfere
with the use of these properties in the operation of our business.

        The name GLOBAL, our logos and the name Global Petroleum Corp. are trademarks of Global Companies LLC. In addition, we have
trademarks for our premium fuels and additives, Diesel One®, Heating Oil Plus® and SubZero®.

Facilities

        We lease office space for our principal executive office in Waltham, Massachusetts. The lease expires on December 31, 2015.

Employees

        To carry out our operations, our general partner and certain of our operating subsidiaries employ approximately 220 full-time employees.
Certain of the employees assigned to our terminal in Chelsea, Massachusetts are employed under collective bargaining agreements that expire in
2011. Certain of the employees assigned to our terminals in Albany, Newburgh, Glenwood Landing and Inwood, New York are employed under
collective bargaining agreements that expire in May 2010 (with respect to Albany and Newburgh) and April 2011 (with respect to Glenwood
Landing and Inwood). We believe we have good relations with our employees.

        We have two shared services agreements, one with Global Petroleum Corp. and another with Alliance Energy LLC (formerly known as
Alliance Energy Corp.). The services provided among these entities by any employees shared pursuant to these agreements does not limit the
ability of such employees to provide all services necessary to properly run our business. Please read Item 13, "Certain Relationships and Related
Transactions, and Director Independence�Shared Services Agreements."
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 Item 1A.    Risk Factors.

Risks Related to Our Business

We may not have sufficient cash from operations to enable us to pay the minimum quarterly distribution or maintain distributions at current
levels following establishment of cash reserves and payment of fees and expenses, including payments to our general partner.

        We may not have sufficient available cash each quarter to pay the minimum quarterly distribution or maintain distributions at current
levels. The amount of cash we can distribute on our units principally depends upon the amount of cash we generate from our operations, which
will fluctuate from quarter to quarter based on, among other things:

�
competition from other companies that sell refined petroleum products and natural gas in the Northeast;

�
demand for refined petroleum products in the markets we serve;

�
absolute price levels, as well as the volatility of prices, of refined petroleum products in both the spot and futures markets;

�
seasonal variation in temperatures, which affects demand for home heating oil and residual oil to the extent that it is used for
space heating;

�
the level of our operating costs, including payments to our general partner; and

�
prevailing economic conditions.

        In addition, the actual amount of cash we have available for distribution will depend on other factors such as:

�
the level of capital expenditures we make;

�
the restrictions contained in our credit agreement, including borrowing base limitations and advance rates;

�
our debt service requirements;

�
the cost of acquisitions;

�
fluctuations in our working capital needs;

�
our ability to borrow under our credit agreement to make distributions to our unitholders; and

�
the amount of cash reserves established by our general partner, if any.

The amount of cash we have available for distribution to unitholders depends primarily on our cash flow and not solely on profitability.
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        The amount of cash we have available for distribution depends primarily on our cash flow, including cash flow from financial reserves and
working capital borrowings, and not solely on profitability, which will be affected by non-cash items. As a result, we may make cash
distributions during periods when we record losses and may not make cash distributions during periods when we record net income.
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Our financial results are seasonal and generally lower in the second and third quarters of the calendar year, which may result in our need to
borrow money in order to make distributions to our unitholders during these quarters.

        Demand for some refined petroleum products, specifically home heating oil and residual oil for space heating purposes, is generally higher
during November through March than during April through October. We obtain a significant portion of our sales of home heating oil and
residual oil for space heating purposes during these winter months. Therefore, our results of operations for the first and fourth calendar quarters
are generally better than for the second and third quarters. With lower cash flow during the second and third calendar quarters, we may be
required to borrow money in order to pay the minimum quarterly distribution to our unitholders. Any restrictions on our ability to borrow money
could restrict our ability to make quarterly distributions to our unitholders.

A significant decrease in demand for refined petroleum products in the areas served by our storage facilities would reduce our ability to
make distributions to our unitholders.

        A significant decrease in demand for refined petroleum products in the areas served by our storage facilities could significantly reduce our
revenues and, therefore, reduce our ability to make or increase distributions to our unitholders. Factors that could lead to a decrease in market
demand for refined petroleum products include:

�
lower demand by consumers for refined petroleum products, including gasoline, home heating oil and residual oil, as a result
of recession or other adverse economic conditions or due to high prices caused by an increase in the market price of refined
petroleum products or higher fuel taxes or other governmental or regulatory actions that increase, directly or indirectly, the
cost of gasoline or other refined petroleum products;

�
a shift by consumers to more fuel-efficient or alternative fuel vehicles or an increase in fuel economy of vehicles, whether as
a result of technological advances by manufacturers, governmental or regulatory actions or otherwise; and

�
conversion from consumption of home heating oil or residual oil to natural gas.

        Certain of our terminal operating costs and expenses are fixed and do not vary with the volumes we store and distribute. These costs and
expenses may not decrease ratably or at all should we experience a reduction in our volumes stored and distributed. As a result, we may
experience declines in our margin and profitability if our volumes decrease.

Our financial condition and results of operations are influenced by the overall forward market for refined petroleum products, and increases
and/or decreases in the prices of refined petroleum products may adversely impact the amount of borrowing available for working capital
under our credit agreement, which credit agreement has borrowing base limitations and advance rates.

        Results from our supply, marketing and terminalling operations are influenced by prices for refined petroleum products, pricing volatility
and the market for such products. When prices for refined petroleum products rise, some of our customers may have insufficient credit to
purchase supply from us at their historical purchase volumes, and their customers, in turn, may adopt conservation measures which reduce
consumption, thereby reducing demand for product. Furthermore, when prices increase rapidly and dramatically, we may be unable to promptly
pass our additional costs to our customers, resulting in lower margins for us which could adversely affect our results of operation. Lastly, higher
prices for refined petroleum prices may (1) diminish our access to trade credit support and/or cause it to become more expensive and
(2) decrease the amount of borrowings available for working capital under our credit agreement as a result of total available commitments,
borrowing base limitations and advance rates thereunder.

15

Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

20



Table of Contents

        In addition, when prices for refined petroleum products decline, our exposure to risk of loss in the event of nonperformance by our
customers of our forward contracts may be increased as they and/or their customers may breach their contracts and purchase refined petroleum
products at the then lower spot and/or retail market price. Furthermore, lower prices for refined petroleum products may diminish the amount of
borrowings available for working capital under our working capital revolving credit facility as a result of borrowing base limitations.

Our debt levels may limit our flexibility in obtaining additional financing and in pursuing other business opportunities.

        We have a significant amount of debt. As of December 31, 2008, our total debt was approximately $433.5 million. We have the ability to
incur additional debt, including the capacity to borrow up to $750.0 million under our credit facilities, subject to limitations in our credit
agreement. Our level of indebtedness could have important consequences to us, including the following:

�
our ability to obtain additional financing, if necessary, for working capital, capital expenditures, acquisitions or other
purposes may be impaired or such financing may not be available on favorable terms;

�
covenants contained in our existing and future credit and debt arrangements will require us to meet financial tests that may
affect our flexibility in planning for and reacting to changes in our business, including possible acquisition opportunities;

�
we will need a substantial portion of our cash flow to make principal and interest payments on our indebtedness, reducing
the funds that would otherwise be available for operations, future business opportunities and distributions to unitholders;

�
our debt level will make us more vulnerable than our competitors with less debt to competitive pressures or a downturn in
our business or the economy generally; and

�
our debt level may limit our flexibility in responding to changing business and economic conditions.

        Our ability to service our indebtedness depends upon, among other things, our financial and operating performance, which will be affected
by prevailing economic conditions and financial, business, regulatory and other factors, some of which are beyond our control. If our operating
results are not sufficient to service our current or future indebtedness, we will be forced to take actions, such as reducing distributions, reducing
or delaying our business activities, acquisitions, investments and/or capital expenditures, selling assets, restructuring or refinancing our
indebtedness, or seeking additional equity capital or bankruptcy protection. We may not be able to effect any of these remedies on satisfactory
terms, or at all.

We may not be able to obtain funding on acceptable terms or obtain additional requested funding in excess of total commitments under our
credit agreement because of the deterioration of the credit and capital markets, which could have a material adverse effect on our financial
condition, results of operations and cash available for distribution to our unitholders.

        Global financial markets and economic conditions have been, and continue to be, disrupted and volatile. The debt and equity capital
markets have been exceedingly distressed. These issues, along with significant write-offs in the financial services sector, the re-pricing of credit
risk and the current weak economic conditions have made, and will likely continue to make, it difficult to obtain funding.

        As a result, the cost of raising money in the debt and equity capital markets has increased substantially while the availability of funds from
those markets has diminished significantly. Also, as a result of concern about the stability of financial markets generally, and the solvency of
counterparties
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specifically, the cost of obtaining money from the credit markets has increased as many lenders and institutional investors have increased
interest rates, enacted tighter lending standards and reduced and, in some cases, ceased to provide funding to borrowers.

        In addition, we may be unable to obtain adequate funding under our current credit agreement because (i) one or more of our lenders may be
unable to meet its funding obligations or (ii) our borrowing base under our current credit agreement, as redetermined from time to time, may
decrease as a result of price fluctuations, counterparty risk, advance rates and borrowing base limitations and customer nonpayment or
nonperformance.

        Due to these factors, we cannot be certain that funding will be available if needed and to the extent required or requested on acceptable
terms. If funding is not available when needed, or is available only on unfavorable terms, we may be unable to maintain our core business as
currently conducted, enhance our existing business, complete acquisitions or otherwise take advantage of business opportunities or respond to
competitive pressures, any of which could have a material adverse effect on our financial condition, results of operations and cash available for
distribution to our unitholders.

Our credit agreement contains operating and financial restrictions that may restrict our business and financing activities.

        The operating and financial restrictions and covenants in our credit agreement and any future financing agreements could restrict our ability
to finance future operations or capital needs or to engage, expand or pursue our business activities. For example, our credit agreement restricts
our
ability to:

�
grant liens;

�
make certain loans or investments;

�
incur additional indebtedness or guarantee other indebtedness;

�
make any material change to the nature of our business or undergo a fundamental change;

�
make any material dispositions;

�
acquire another company;

�
enter into a merger, consolidation, sale leaseback transaction or purchase of assets;

�
make distributions if any potential default or event of default occurs;

�
modify borrowing base components and advance rates; or

�
make capital expenditures in excess of specified levels.

        Our ability to comply with the covenants and restrictions contained in our credit agreement may be affected by events beyond our control,
including prevailing economic, financial and industry conditions. If market or other economic conditions deteriorate, our ability to comply with
these covenants may be impaired. If we violate any of the restrictions, covenants, ratios or tests in our credit agreement, a significant portion of

Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

22



our indebtedness may become immediately due and payable, and our lenders' commitment to make further loans to us may terminate. We might
not have, or be able to obtain, sufficient funds to make these accelerated payments. In addition, our obligations under our credit agreement are
secured by substantially all of our assets, and if we are unable to repay our indebtedness under our credit agreement, the lenders could seek to
foreclose on such assets.
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Restrictions in our credit agreement limit our ability to pay distributions upon the occurrence of certain events.

        Our credit agreement limits our ability to pay distributions upon the occurrence of the following events, among others:

�
failure to pay any principal when due or any interest, fees or other amounts when due;

�
failure of any representation or warranty to be true and correct in any material respect;

�
failure to perform or otherwise comply with the covenants in the credit agreement or in other loan documents to which we
are a borrower;

�
any default in the performance of any obligation or condition beyond the applicable grace period relating to any other
indebtedness of more than $2.0 million if the effect of the default is to permit or cause the acceleration of the indebtedness;

�
a judgment default for monetary judgments exceeding $2.0 million or a default under any non-monetary judgment if such
default could have a material adverse effect on us;

�
a change in management or ownership control; and

�
a violation of the Employee Retirement Income Security Act, or ERISA, or a bankruptcy or insolvency event involving us,
our general partner or any of our subsidiaries.

        Any subsequent refinancing of our current debt or any new debt could have similar restrictions. For more information regarding our credit
agreement, please read Item 7, "Management's Discussion and Analysis of Financial Condition and Results of Operations�Liquidity and Capital
Resources�Credit Agreement" and Note 9 of Notes to Consolidated Financial Statements.

We can borrow money under our credit agreement to pay distributions, which would reduce the amount of credit available to operate our
business.

        Our partnership agreement allows us to borrow under our credit agreement to pay distributions. Accordingly, we can make distributions on
all our units even though cash generated by our operations may not be sufficient to pay such distributions. We are required to reduce our
borrowings to zero under that portion of our credit agreement that is available to pay the minimum quarterly distribution for a period of at least
30 consecutive days once each 12-month period. For more information, please read Item 7, "Management's Discussion and Analysis of Financial
Condition and Results of Operations�Liquidity and Capital Resources�Credit Agreement" and Note 9 of Notes to Consolidated Financial
Statements.

Warmer weather conditions could adversely affect our financial condition, results of operations and cash available for distribution to our
unitholders.

        Weather conditions have an impact on the demand for both home heating oil and residual oil. Because we supply distributors whose
customers depend on home heating oil and residual oil for space heating purposes during the winter, warmer-than-normal temperatures during
the first and fourth calendar quarters in one or more regions in which we operate can decrease the total volume we sell and the gross profit
realized on those sales and, consequently, our financial condition, results of operations and cash available for distributions to our unitholders.

Our risk management policies cannot eliminate all commodity risk. In addition, any noncompliance with our risk management policies
could result in significant financial losses.
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