Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

GLOBAL PARTNERS LP
Form 10-K
April 01, 2014

Use these links to rapidly review the document
TABLE OF CONTENTS
INDEX TO FINANCIAL STATEMENTS

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

y ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2013

OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to
Commission file number 001-32593

Global Partners LP
(Exact name of registrant as specified in its charter)
Delaware 74-3140887
(State or other jurisdiction of (IR.S. Employer Identification No.)
incorporation or organization)
P.O. Box 9161
800 South Street

Waltham, Massachusetts 02454-9161
(Address of principal executive offices, including zip code)

(781) 894-8800
(Registrant's telephone number, including area code)



Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

Securities registered pursuant to section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Units representing limited partner interests New York Stock Exchange
Securities registered pursuant to section 12(g) of the Act:

None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes o No y
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes o No y

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes o No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period
that the registrant was required to submit and post such files. Yes y No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. y

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act.:

Large accelerated filer o Accelerated filer y Non-accelerated filer o Smaller reporting company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No y

The aggregate market value of common units held by non-affiliates of the registrant (treating directors and executive officers of the
registrant's general partner and their affiliates, for this purpose, as if they were affiliates of the registrant) as of June 28, 2013 was approximately
$637,063,749 based on a price per common unit of $39.90, the price at which the common units were last sold as reported on the New York
Stock Exchange on such date.

As of March 11, 2014, 27,430,563 common units were outstanding.




Table of Contents

PART 1
Items 1. and 2.

Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

TABLE OF CONTENTS

Business and Properties
Risk Factors

Unresolved Staff Comments
Legal Proceedings
Mine Safety Disclosures

Market for Registrant's Common Equity. Related Stockholder Matters and Issuer Purchases of Equity Securities
Selected Financial Data

Management's Discussion and Analysis of Financial Condition and Results of Operations

Quantitative and Qualitative Disclosures about Market Risk

Financial Statements and Supplementary Data

Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
Controls and Procedures

Other Information

Directors. Executive Officers and Corporate Governance

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Certain Relationships and Related Transactions, and Director Independence

Principal Accounting Fees and Services

Exhibits and Financial Statement Schedules

B 15 15 12 1

RRERERIBIE

—
) N ()

—
1\
[~

—
(Lo
—

—
N




Edgar Filing: GLOBAL PARTNERS LP - Form 10-K

Table of Contents

Forward-Looking Statements

Some of the information contained in this Annual Report on Form 10-K may contain forward-looking statements. Forward-looking
statements include, without limitation, any statement that may project, indicate or imply future results, events, performance or achievements, and
may contain the words "may," "believe," "should," "could," "expect," "anticipate," "plan,” "intend," "estimate," "continue," "will likely result,"
or other similar expressions. In addition, any statement made by our management concerning future financial performance (including future
revenues, earnings or growth rates), ongoing business strategies or prospects, and possible actions by us are also forward-looking statements.
Although we believe these forward-looking statements are reasonable as and when made, there may be events in the future that we are not able
to predict accurately or control, and there can be no assurance that future developments affecting our business will be those that we anticipate.
Additionally, all statements concerning our expectations regarding future operating results are based on current forecasts for our existing
operations and do not include the potential impact of any future acquisitions. The factors listed under "Risk Factors," as well as any cautionary
language in this report, describe the known material risks, uncertainties and events that may cause our actual results to differ materially from the
expectations we describe in our forward-looking statements. Additional factors or events that may emerge from time to time, or those that we
currently deem to be immaterial, could cause our actual results to differ, and it is not possible for us to predict all of them. You are cautioned not
to place undue reliance on the forward-looking statements contained herein. The following factors are among those that may cause actual results
to differ materially and adversely from our forward-looking statements:

non non non non non non

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 the products we sell could 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.

Erosion of the value of the Mobil brand could adversely affect our gasoline sales and customer traffic.

Our gasoline sales could be significantly reduced by a reduction in demand due to higher prices and to new technologies and
alternative fuel sources, such as electric, hybrid or battery powered motor vehicles.

Our crude oil sales could be adversely affected by, among other things, unanticipated changes in the crude oil market
structure, grade differentials and volatility (or lack thereof), changes in refiner demand, severe weather conditions,
significant changes in prices and interruptions in rail transportation services and other necessary services and equipment,

such as railcars, trucks, loading equipment and qualified drivers.

We depend upon marine, pipeline, rail and truck transportation services for a substantial portion of our logistics business in
transporting the products we sell. A disruption in these transportation services could have an adverse effect on our financial

condition, results of operations and cash available for distribution to our unitholders.

Changes to government usage mandates could adversely affect the availability and pricing of ethanol, which could
negatively impact our sales.

Warmer weather conditions could adversely affect our home heating oil and residual oil sales.
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Our risk management policies cannot eliminate all commodity risk. In addition, noncompliance with our risk management
policies could result in significant financial losses.

Our results of operations are affected by the overall forward market for the products we sell.

Our business could be affected by a range of issues, such as changes in commodity prices, energy conservation, competition,
the global economic climate, movement of products between foreign locales and within the United States, changes in refiner
demand, weekly and monthly refinery output levels, changes in local, domestic and worldwide inventory levels, changes in

safety regulations, seasonality and supply, weather and logistics disruptions.

Increases and/or decreases in the prices of the products we sell could 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.

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

The condition of credit markets may adversely affect us.

Our bank credit agreement and the indentures governing our senior notes contain operating and financial covenants, and our
credit agreement contains borrowing base requirements. A failure to comply with the operating and financial covenants in
our credit agreement, the indentures and any future financing agreements could impact our access to bank loans and other
sources of financing and restrict our ability to finance future operations or capital needs or to engage in, expand or pursue

our business activities.

A significant increase in interest rates could adversely affect our ability to service our indebtedness.

Our gasoline station and convenience store business could expose us to an increase in consumer litigation and result in an
unfavorable outcome or settlement of one or more lawsuits where insurance proceeds are insufficient or otherwise

unavailable.

Adverse developments in the areas where we conduct our business could reduce our ability to make distributions to our
unitholders.

A serious disruption to our information technology systems could significantly limit our ability to manage and operate our
business efficiently.

We are exposed to performance risk in our supply chain.

Our businesses are subject to both federal and state environmental and non-environmental regulations which could have a
material adverse effect on such businesses.
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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 to remove our
general partner without the consent of the holders of at least 66%/3% of the outstanding units (including units held by our

general partner and its affiliates), which could lower the trading price of our common units.

Our tax treatment depends on our status as a partnership for federal income tax purposes.

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

We expressly disclaim any obligation or undertaking to update these statements to reflect any change in our expectations or beliefs or any
change in events, conditions or circumstances on which any forward-looking statement is based. 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.

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.
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PART I

"o "o "o

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. References to "our general partner" refer to Global GP LLC.

Items 1. and 2. Business and Properties.
Overview

We are a publicly traded Delaware master limited partnership formed in March 2005. As of December 31, 2013, we had the following
wholly-owned subsidiaries: Global Companies LLC, Glen Hes Corp., Global Montello Group Corp. ("GMG"), Chelsea Sandwich LLC, Global
Energy Marketing LLC, Alliance Energy LLC, Bursaw Oil LLC, GLP Finance Corp., Global Energy Marketing II LLC, Global CNG LLC and
Cascade Kelly Holdings LLC. Our general partner manages our operations and activities and employs our officers and substantially all of our
personnel, except for our gasoline station and convenience store employees and certain union personnel who are employed by GMG.

We are a midstream logistics and marketing company. We are one of the largest distributors of gasoline (including gasoline blendstocks
such as ethanol and naphtha), distillates (such as home heating oil, diesel and kerosene), residual oil and renewable fuels to wholesalers, retailers
and commercial customers in the New England states and New York. We also engage in the purchasing, selling and logistics of transporting
domestic and Canadian crude oil and other products via rail, establishing a "virtual pipeline" from the mid-continent region of the United States
and Canada to the East and West Coasts for distribution to refiners and other customers. We own, control or have access to one of the largest
terminal networks of refined petroleum products and renewable fuels in Massachusetts, Maine, Connecticut, Vermont, New Hampshire, Rhode
Island, New York, New Jersey and Pennsylvania (collectively, the "Northeast"). We also own and control terminals in North Dakota and Oregon
that extend our origin-to-destination capabilities. We are a major multi-brand gasoline distributor and, as of December 31, 2013, had a portfolio
of approximately 900 owned, leased and/or supplied gasoline stations primarily in the Northeast. We receive revenue from retail sales of
gasoline, convenience store sales and gasoline station rental income. We are also a distributor of natural gas and propane.

Operations and Segments

Collectively, we sold approximately $19.4 billion of refined petroleum products, renewable fuels, crude oil, natural gas and propane for the
year ended December 31, 2013. In addition, we had other revenues of approximately $146.5 million, primarily from convenience store sales at
our directly operated stores and rental income from dealer leased or commission agent leased gasoline stations. As of December 31, 2013, we
owned, leased or maintained dedicated storage facilities at 26 petroleum product bulk terminals, each with the capacity of more than 50,000
barrels, including 22 refined product terminals located throughout the Northeast. These terminals are supplied primarily by marine transport,
pipeline, rail and/or truck and collectively have approximately 10.2 million barrels of storage capacity. In addition to refined products, we have
storage capacity at our Albany, New York, Clatskanie, Oregon and North Dakota terminals to store crude oil, at an Albany, New York terminal
to store propane and at select locations to store renewable fuels. In Columbus, North Dakota we constructed a 100,000 barrel storage tank and a
truck offloading facility in 2012 and a 170,000 barrel storage tank in 2013 used as part of the development of that location as a hub for the
gathering, storage, transportation and marketing of crude oil and other products. In Beulah, North Dakota, through Basin Transload, LLC
("Basin Transload"), we constructed two 140,000 barrel storage tanks and a truck offloading facility used as part of the development of that
location as a hub for the gathering, storage, transportation and marketing of crude oil and other products. We also have
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throughput and exchange agreements at numerous bulk terminals and inland storage facilities. We lease a fleet of rail cars which are utilized in
the transporting of crude oil and other products by rail. In addition, we have storage agreements at several of our terminals granting storage
rights to third parties for which we receive a fee.

In September 2013, our Columbus, North Dakota transloading facility began receiving crude oil from a newly completed seven-mile
pipeline lateral connection constructed by Tesoro Logistics, which transports crude oil from various gathering points along the Tesoro High
Plains Pipeline System. Also, in 2013, we completed construction in Albany, New York of a new rail-fed propane storage and distribution
facility near our existing terminal in Albany, New York and in April, we began receiving and distributing product from the facility. The
540,000-gallon facility can source propane directly from Midwest and Canadian regional sources via single line haul on Canadian Pacific as well
as from the East Coast. In addition, construction of a compressed natural gas loading station in Bangor, Maine was completed, and we have
established a multi-year agreement with Bangor Gas to supply natural gas to the facility.

We purchase refined petroleum products, renewable fuels, crude oil, natural gas and propane primarily from domestic and foreign refiners
and ethanol producers, crude oil producers, major and independent oil companies and trading companies, and we sell these products in three
reporting segments: (i) Wholesale, (ii) Gasoline Distribution and Station Operations and (iii) Commercial which are discussed below. In 2013,
our Wholesale sales accounted for approximately 78% of our total sales, and our Gasoline Distribution and Station Operations and Commercial
sales accounted forl17% and 5%, of our total sales, respectively.

Wholesale

We engage in the logistics of gathering, storage, transportation and marketing of refined petroleum products, renewable fuels, crude oil and
propane. In February 2013, we acquired a 60% membership interest in Basin Transload, which operates two transloading facilities (which are
facilities used for transferring product shipments from one mode of transportation to another) in Columbus and Beulah, North Dakota for crude
oil and other products. Also in February 2013, we acquired 100% of the membership interest in Cascade Kelly Holdings LLC ("Cascade Kelly"),
which owns a West Coast crude oil transloading and ethanol manufacturing facility near Portland, Oregon. In January 2013, we signed a
five-year contract with Phillips 66 under which we use our storage, rail transloading, logistics and transportation system to deliver crude oil from
the Bakken region to Phillips 66's Bayway, New Jersey refinery.

We own, control or have access to one of the largest terminal networks of refined petroleum products and renewable fuels in the Northeast.
We also own and control terminals in North Dakota and Oregon that extend our origin-to-destination capabilities. Our strategically located
terminal assets, logistics capabilities, transloading facilities and access to railroad and barge transportation provide a "virtual pipeline" solution
for the transportation of crude oil, renewable fuels and other products from the mid-continent region of the United States and Canada to the East
and West Coasts.

Gasoline Distribution and Station Operations

As of December 31, 2013, we had a portfolio of approximately 900 owned, leased and/or supplied gasoline stations primarily in the
Northeast. In September 2010, we completed the acquisition from ExxonMobil Corporation "(ExxonMobil") of 190 retail gasoline stations,
together with the rights to (i) supply Mobil-branded fuel to those stations as well as an additional 31 existing locations in Massachusetts, New
Hampshire and Rhode Island, and (ii) expand supply opportunities for Mobil-branded and Exxon-branded fuel in certain other New England
states. This acquisition expanded our wholesale supply business and added vertical integration to our transportation fuel business in New
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England. On March 1, 2012, we acquired Alliance Energy LLC ("Alliance"), a gasoline distributor and operator of gasoline stations and
convenience stores. As of the date of the acquisition, Alliance's portfolio included approximately 540 gasoline stations in the Northeast, of which
it owned or held under long-term lease approximately 250 stations and had supply contracts for the remaining stations. The Alliance acquisition
expanded our geographic footprint for gasoline stations to include Connecticut, New Jersey, New York, Pennsylvania, Maine and Vermont.
Alliance is a top-tier distributor of multiple brands, including Exxon, Mobil, Shell, Sunoco, CITGO and Gulf. Prior to the closing of the
acquisition, Alliance was wholly owned by AE Holdings Corp. ("AE Holdings") which, on March 1, 2012, was 95% owned by members of the
Slifka family.

On April 26, 2012, we entered into an agreement with Getty Realty Corp. ("Getty Realty") to supply and provide management services to
more than 200 of its gasoline stations in New York and New Jersey. On November 19, 2012, we signed a long-term lease agreement with Getty
Realty for approximately 90 of those 200 sites, which enables us to supply gasoline to and operate gasoline stations, primarily in the New York
City boroughs of Queens, Manhattan and the Bronx as well as in Long Island and Westchester County. As of December 31, 2013, the supply and
management agreement with respect to the remaining sites expired in accordance with the terms of the agreement.

Commercial

This segment includes sales and deliveries to end user customers in the public sector and to large commercial and industrial end users of
unbranded gasoline, home heating oil, diesel, kerosene, residual oil, renewable fuels and natural gas. In the case of commercial and industrial
end user customers, we sell our products primarily either through a competitive bidding process or through contracts of various terms. Our
Commercial segment also includes sales of custom blended distillates and residual oil delivered by barge or from a terminal dock to ships
through our bunkering activity.

Seasonality

Due to the nature of our business and our reliance, in part, on consumer travel and spending patterns, we may experience more demand for
gasoline and gasoline blendstocks during the late spring and summer months than during the fall and winter. Travel and recreational activities
are typically higher in these months in the geographic areas in which we operate, increasing the demand for gasoline and gasoline blendstocks
that we distribute. Therefore, our volumes in gasoline and gasoline blendstocks are typically higher in the second and third quarters of the
calendar year. 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, heating oil and residual oil sales are generally higher during the first and fourth quarters of the
calendar year. These factors may result in significant fluctuations in our quarterly operating results. Portions of our heating oil and residual oil
are sold on a forward fixed price basis. In 2013, our volumes in transportation fuels and crude oil exceeded our heating oil volumes.

Product Sales
General

We sell our refined petroleum products, renewable fuels, crude oil, natural gas and propane in three reporting segments: Wholesale,
Gasoline Distribution and Station Operations and Commercial. The majority of the petroleum products we sell can be grouped into four
categories: gasoline (including gasoline blendstocks such as ethanol and naphtha), distillates, residual oil and crude oil.

6
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The following table presents our product sales and logistics revenue as a percentage of total sales for the years ended December 31:

2013 2012 2011

Gasoline sales: gasoline and gasoline blendstocks such as ethanol and naphtha 58% 68% 68%
Crude oil sales and logistics revenue 18% 7% *

Distillates (home heating oil, diesel and kerosene), residual oil, natural gas and propane sales 24% 25% 32%
Total 100% 100% 100%

Less than /2%

We had two significant customers, ExxonMobil and Phillips 66 who accounted for approximately 15% and 12%, respectively, of our total
sales for the year ended December 31, 2013.

We had one customer, ExxonMobil, who accounted for approximately 16% and 19% of our total sales for the years ended December 31,
2012 and 2011, respectively.

Gasoline. We sell all grades of branded and unbranded gasoline, and we sell gasoline blendstocks, such as ethanol that comply with
seasonal and geographical requirements in the areas in which we market.

Crude Oil. 'We engage in the purchasing, selling and logistics of transporting domestic and Canadian crude oil and other products via rail
and barge, establishing a "virtual pipeline" from the mid-continent region of the United States and Canada to the East and West Coasts for
distribution to refiners and other customers.

Distillates.  Distillates are divided into home heating oil, diesel and kerosene. In 2013, sales of home heating oil, diesel and kerosene
accounted for approximately 57%, 41% and 2%, respectively, of our total volume of distillates sold.

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 2013, approximately 10% 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®.

Residual Oil. 'We are one of the primary residual oil and bunker marketers in the Northeast. We specially blend product for users in
accordance with their individual power specifications and for marine transport.

Natural Gas. We supply natural gas to industrial and commercial customers.

Propane. We sell propane to home heating oil retailers and wholesale distributors from our rail-fed propane storage and distribution
facility near our existing terminal in Albany, New York.

11
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In the Wholesale reporting segment, we sell unbranded gasoline (including gasoline blendstocks such as ethanol and naphtha) and diesel to
unbranded gasoline customers and other resellers of transportation fuels. We sell home heating oil, diesel, kerosene, residual oil and propane to
home heating oil retailers and wholesale distributors. We also sell and transport crude oil to refiners. In 2013, this segment accounted for
approximately 79% of our total volume sold. Generally, customers use their own vehicles or contract carriers to take delivery of the gasoline and
distillate products at bulk terminals and inland storage facilities that we own or control or with which we have throughput or exchange
arrangements. Please read " Storage." Crude oil is aggregated by truck or pipeline in the mid-continent, transported on land by train and shipped
to refineries on the East Coast and West Coast in barges. Additionally, ethanol is shipped primarily by rail and by barge.

In 2013, we sold unbranded gasoline and diesel, including Diesel One®, to approximately 915 wholesalers and retail gasoline station
operators.

In 2013, we sold home heating oil, including Heating Oil Plus , to approximately 900 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 the vehicle to manage the commodity risk. Please read " Commodity Risk Management." In
2013, approximately 30% of our home heating o0il volume was 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 2013, we moved a total of 493 trains of crude oil and ethanol through our Albany, New York facility (approximately 95,000 barrels per
day).

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 17 of Notes to
Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K.

Gasoline Distribution and Station Operations

In the Gasoline Distribution and Station Operations reporting segment, we sell branded and unbranded gasoline to gasoline stations and
other sub-jobbers. This segment also includes gasoline, convenience store, car wash and other ancillary sales at our directly operated stores, as
well as rental income from dealer leased or commission agent leased gasoline stations. As of December 31, 2013, we had a portfolio of
approximately 900 owned, leased and/or supplied gasoline stations primarily in the Northeast. In 2013, this segment accounted for
approximately 15% of our total volume sold.

Financial information with respect to the Gasoline Distribution and Station Operations 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 17 of Notes to Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K.

Commercial

Our Commercial segment includes sales and deliveries to end user customers in the public sector and to large commercial and industrial
end users of unbranded gasoline, home heating oil, diesel, kerosene, residual oil, renewable fuels and natural gas. In the case of commercial and
industrial end user customers, we sell products primarily either through a competitive bidding process or through contracts of various terms. Our
Commercial segment also includes sales of custom blended fuels delivered by barges or from a terminal dock to ships through bunkering
activity. In 2013, this segment accounted for approximately 6% of our total volume sold.

12
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Our Commercial segment end user 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 group of small utilities.
In the 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, 2013, we had contracts as a
result of this public bidding process with the U.S. government and the states of Massachusetts, New Hampshire, New York and Rhode Island.
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 to three years. We offer both fixed and indexed 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 oil 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 17 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 as well as North American crude oil producers. Products can be
sourced from the United States, Canada, South America, Europe, Russia and occasionally from Asia. Most of our products are delivered by
water, pipeline, rail or truck. During 2013, we purchased an average of approximately 454,000 barrels per day of refined petroleum products,
renewable fuels, crude oil and propane from over 180 suppliers. In 2013, our top ten suppliers accounted for approximately 52% 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." We obtain our convenience store inventory from traditional suppliers.

Commodity Risk Management

When we take title to the products that we sell, we are exposed to commodity risk. Commodity risk is the risk of unfavorable market
fluctuations in the price of commodities such as refined petroleum products, renewable fuels, crude oil and propane. We endeavor to minimize
commodity risk in connection with our daily operations through hedging by selling futures contracts on regulated exchanges or using other
derivatives, and then lift hedges as we sell the product for physical delivery to third parties. Products are generally purchased and sold at spot
market prices, fixed prices or indexed prices. While we use these transactions to seek to maintain a position that is substantially balanced within
our product purchase activities, 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, for example, associated with inclement weather conditions. In connection with
managing these positions, maintaining a constant presence in the marketplace, and managing the futures market outlook for future anticipated
inventories, which are necessary for our business, we engage in a
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controlled trading program for up to an aggregate of 250,000 barrels of these products at any point in time. Our policy is generally to purchase
only products for which we have a market and to structure our sales contracts so that price fluctuations do not materially affect our profit. While
our policies are designed to minimize market risk, as well as inherent basis risk, exposure to fluctuations in market conditions remains.

In addition, because a portion of our crude oil business is conducted in Canadian dollars ("CAD"), we use foreign currency derivatives to
minimize the risks of unfavorable exchange rates. These instruments include foreign currency exchange contracts and forwards. In conjunction
with entering into the commodity derivative, we enter into a foreign currency derivative to hedge the resulting foreign currency risk. These
foreign currency derivatives are generally short-term in nature and not designated for hedge accounting.

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 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 and commodity quality in order
to stay balanced within such designated region. However, basis risk cannot be entirely eliminated, and basis exposure, particularly in backward
markets (when prices for future deliveries are lower than current prices) or other adverse market conditions, can adversely affect our financial
condition, results of operations and cash available for distribution to our unitholders.

With respect to the pricing of commodities, we utilize futures contracts and other derivative instruments to minimize or hedge the impact of
commodity price changes on our inventories and forward fixed price commitments. Any hedge ineffectiveness is reflected in our results of
operations. We generally utilize regulated exchanges, including the NYMEX, the Chicago Mercantile Exchange ("CME") and the
IntercontinentalExchange ("ICE"), which are regulated exchanges for the commodities that each trades, thereby reducing potential delivery and
supply risks. Generally, our practice is to close all exchange positions rather than make or receive physical deliveries. We may also enter into
derivative agreements which may not have a correlated exchange contract 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 eliminate commodity risk or
detect and prevent all violations of such trading processes and procedures, particularly if deception or other intentional misconduct is involved.

In our Wholesale segment, we obtain Renewable Identification Numbers ("RINs") in connection with our purchase of ethanol either to be
used for bulk trading purposes or for blending with gasoline through our terminal system. A RIN is a renewable identification number associated
with government-mandated renewable fuel standards. To evidence that the required volume of renewable fuel is blended with gasoline, obligated
parties must retire sufficient RINs to cover their Renewable Volume Obligation ("RVO"). Our EPA obligations relative to renewable fuel
reporting are largely limited to the foreign gasoline that we may choose to import. As a wholesaler of transportation fuels through its terminals,
we separate RINs from renewable fuel through blending with gasoline and can use those separated RINs to settle our RVO. While the annual
compliance period for a RVO is a calendar year, the settlement of the RVO can occur upon certain deferral elections more than one year after the
close of
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the compliance period. Operating results are sensitive to the timing associated with our RINSs position relative to our RVO at a point in time, and
we may recognize a shortfall in RINs at the end of each reporting period. To the extent that we do not have a sufficient number of RINs to
satisfy our obligation as of the balance sheet date, we charge cost of sales for such deficiency based on the market price of RINs as of the
balance sheet date, and record a liability representing our obligation to purchase RINs.

For more information about our policies and procedures to minimize our exposure to market risk, including commodity market risk, see
Item 7, "Management's Discussion and Analysis and Results of Operations Quantitative and Qualitative Disclosures About Market Risk."

Storage

Bulk terminals and inland storage facilities play a key role in the distribution of product to our customers. As of December 31, 2013, we
owned, leased or maintained dedicated storage facilities at 26 petroleum product bulk terminals, each with the capacity of more than 50,000
barrels, including 22 located throughout the Northeast that collectively have approximately 10.2 million barrels of storage capacity.

We also have storage capacity at our Albany, New York, Clatskanie, Oregon and North Dakota terminals to store crude oil, at an Albany,
New York terminal to store propane and at select locations to store renewable fuels. In addition, in Columbus, North Dakota we constructed a
100,000 barrel tank and a truck offloading facility in 2012 and a 170,000 barrel tank in 2013 as part of the development of a hub for the
gathering, storage, rail transloading, transportation and marketing of crude oil and other products. In Beulah, North Dakota, through Basin
Transload, we constructed two 140,000 barrel tanks and a truck offloading facility in 2013 to further develop that location as a hub for the
gathering, storage, rail transloading, transportation and marketing of crude oil and other products.

We also have throughput and exchange agreements at numerous bulk terminals and inland storage facilities. In addition, we have storage
agreements at several of our terminals granting storage rights to third parties for which we receive a fee.

The bulk terminals and inland storage facilities from which we distribute product are supplied by ship, barge, truck, pipeline and/or rail.
The inland storage facilities, which we use primarily 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 and/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.

We have exchange agreements with customers and suppliers. 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
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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

In each of our operating segments, we encounter varying degrees of competition based on product and geographic locations and available
logistics. Our competitors include terminal companies, major integrated oil companies and their marketing affiliates, wholesalers, producers and
independent marketers of varying sizes, financial resources and experience. In our 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 our residual oil storage facilities. We are one of the primary residual oil marketers in the
Northeast. We compete with other transloaders in our logistics activities including, in part, storage and transportation of crude oil, and the
movement of product by alternative means (e.g., pipelines). We also compete with natural gas suppliers and marketers in our home heating oil,
residual oil and propane 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. Our
retail gasoline stations compete with unbranded and branded retail gas stations as well as supermarket and warehouse stores that sell gasoline.

Environmental
General
Our business of supplying refined petroleum products, renewable fuels, crude oil and propane 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 gasoline stations and must comply with environmental laws at the federal, state and local levels, which increases the cost of

operating terminals and gasoline stations and our business generally. In addition, these laws are frequently modified or revised to impose new
obligations.

Our operations also utilize a number of petroleum storage facilities and distribution facilities, including rail transloading facilities and
gasoline stations that we do not own or operate, but at which refined petroleum products, renewable fuels, crude oil and propane 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.
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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.

Environmental operating permits are, or may be, required for our operations under applicable environmental laws and regulations. These
operating permits are subject to modification, renewal and revocation. We regularly monitor and review our operations, procedures and policies
for compliance with permits, laws and regulations. Despite these compliance efforts, risk of noncompliance or permit interpretation is inherent in
the operation of our businesses, as it is with other companies engaged in similar businesses.

The trend in environmental regulation is to place more restrictions and limitations on activities that may affect the environment over time.
As aresult, 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 or have a material adverse effect on our financial
position, results of operations or cash available for distribution to our unitholders.

Hazardous Material Releases 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 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.
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We currently own, lease or utilize storage or distribution facilities and gasoline stations 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 substantial 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 substantial compliance with
environmental laws and regulations applicable to above ground storage tanks.

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 at our terminals, we are required to file oil spill response plans with either the United States Coast Guard (for
marine facilities) or the EPA. Many of the 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 substantial compliance with regulations pursuant to OPA and similar state laws. We follow the American Petroleum Institute's
inspection, maintenance and repair standard applicable to our above ground storage tanks.

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.
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Underground Storage Tanks

We are required to make financial expenditures to comply with regulations governing underground storage tanks which store gasoline or
other regulated substances adopted by federal, state and local regulatory agencies. Pursuant to RCRA, the EPA has established a comprehensive
regulatory program for the detection, prevention, investigation and cleanup of leaking underground storage tanks. State or local agencies are
often delegated the responsibility for implementing the federal program or developing and implementing equivalent or stricter state or local
regulations. We have a comprehensive program in place for performing routine tank testing and other compliance activities which are intended
to promptly detect and investigate any potential releases. In addition, the federal Clean Air Act and similar state laws impose requirements on
emissions to the air from motor fueling activities in certain areas of the country, including those that do not meet state or national ambient air
quality standards. These laws may require the installation of vapor recovery systems to control emissions of volatile organic compounds to the
air during the motor fueling process. We believe we are in substantial compliance with applicable environmental requirements, including those
applicable to our underground storage tanks. Compliance with existing and future environmental laws regulating underground storage tank
systems of the kind we use may require significant capital expenditures in the future. These expenditures may include upgrades, modifications,
and the replacement of underground storage tanks and related piping to comply with current and future regulatory requirements designed to
ensure the detection, prevention, investigation and remediation of leaks and spills.

Water Discharges

The federal Clean Water Act imposes restrictions regarding the discharge of pollutants, including oil and refined petroleum products,
renewable fuels and crude oil, 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

Under the federal Clean Air Act and comparable state and local 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 substantial 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
and renewable fuels 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.
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Climate Change

Federal climate change legislation in the U.S. appears unlikely in the near-term. As a result, domestic efforts to curb GHG emissions
continue be led by the EPA GHG regulations and the efforts of states. To the extent that our operations are subject to the EPA's GHG
regulations, we may face increased capital and operating costs associated with new or expanded facilities. Significant expansions of our existing
facilities or construction of new facilities may be subject to the Clean Air Act's (the "CAA") Prevention of Significant Deterioration
requirements under the EPA's GHG "Tailoring Rule." Some of our facilities are also subject to the EPA's Mandatory Reporting of Greenhouse
Gases rule, and any further regulation may increase our operational costs.

Under a consent decree with states and environmental groups, the EPA is due to propose new source performance standards for GHG
emissions from refineries. These standards could significantly increase the costs of constructing or adding capacity to refineries and may
ultimately increase the costs or decrease the supply of refined products. Either of these events could have an adverse effect on our business.
Currently, however, it is not possible to estimate the likely financial impact of potential future regulation on any of our sites.

Finally, it should be noted that some scientists have concluded that increasing concentrations of GHG in the earth's atmosphere may
produce climate changes that have significant physical effects, such as increased frequency and severity of storms, droughts, and floods and
other climatic events. If any of those effects were to occur, they could have an adverse effect on our assets and operations.

Under Subpart MM of the Mandatory Greenhouse Gas Reporting Rule ("MRR"), importers of petroleum products, including distillates,
must report the GHG emissions that would result from the complete combustion of all imported products if such combustion would result in the
emission of at least 25,000 metric tons of carbon dioxide per year. We currently report under Subpart MM because of the volume of petroleum
products we typically import. Compliance with the MRR does not substantially impact our operations. However, any change in regulations
based on GHG emissions reported in compliance with MRR may limit our ability to import petroleum products or increase our costs to import
such products.

Convenience Store Regulations

Our convenience store operations are subject to extensive governmental laws and regulations that include, but are not limited to, legal
restrictions on the sale of alcohol, tobacco and lottery products, food safety and health requirements and public accessibility, as well as
sanitation, safety and fire standards. State and local regulatory a
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