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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 X No 0

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. (Check
one):

Large accelerated filer O Accelerated filer X

Non-accelerated filer O Smaller reporting company O
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 0 No x

As of October 30, 2008, there were 27,769,647 Common Units and 530,353 Management Units outstanding.
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PART I - FINANCIAL INFORMATION

Item1. Condensed Consolidated Financial Statements

Buckeye GP Holdings L.P.

Condensed Consolidated Statements of Income

(In thousands, except per unit amounts)

Revenues:

Product sales
Transportation and other
Total revenue

Costs and expenses:

Cost of product sales
Operating expenses
Depreciation and amortization
General and administrative
Total costs and expenses

Operating income

Other income (expense):
Investment income
Interest and debt expense

Total other (expense)

Income before equity income and non-controlling interest
expense

Equity income
Non-controlling interest expense

Net income
Net income per partnership unit:
Basic

Diluted

Weighted average number of units outstanding:
Basic

(Unaudited)
Three Months Ended
September 30,
2008 2007
$ 345,729 $ 1,319 $
150,441 124,334
496,170 125,653
334,959 1,278
73,203 60,605
14,342 10,411
10,415 7,137
432919 79,431
63,251 46,222
294 426
(19,243) (12,711)
(18,949) (12,285)
44,302 33,937
2,403 2,222
(39,471) (31,081)
$ 7,234 $ 5,078 $
$ 0.26 $ 0.18 $
$ 0.26 $ 0.18 $
28,300 28,300

Nine Months Ended
September 30,

2008
933,211

435,783
1,368,994

913,163
209,484
38,067
31,949
1,192,663
176,331
1,145
(55,691)

(54,546)

121,785

5,802
(109,187)

18,400

0.65
0.65

28,300

2007

7,269
368,279
375,548

7,154
178,637
30,119
20,568
236,478
139,070
1,060
(39,691)

(38,631)

100,439

6,266
(91,557)

15,148

0.54
0.54

28,089

4
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Diluted 28,300 28,300 28,300 28,300

See Notes to condensed consolidated financial statements.
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Assets:

Current assets:

Cash and cash equivalents

Trade receivables

Construction and pipeline relocation receivables
Inventories

Prepaid and other current assets

Total current assets

Property, plant and equipment, net
Goodwill

Customer intangible assets, net
Other non-current assets

Total assets

Liabilities and partners capital:
Current liabilities:

Line of credit

Current portion of long-term debt
Accounts payable

Accrued and other current liabilities
Total current liabilities

Long-term debt

Other non-current liabilities
Non-controlling interest
Total liabilities

Commitments and contingent liabilities

Partners capital:

General Partner-Common Units
Limited Partners-Common Units
Management Units

Buckeye GP Holdings L.P.

Condensed Consolidated Balance Sheets

(In thousands)

(Unaudited)

September 30,

2008

Equity gains on issuance of Buckeye Partners, L.P. limited partnership units

Total partners capital
Total liabilities and partners capital

See Notes to condensed consolidated financial statements.

101,797
109,382
17,108
118,447
76,830
423,564

2,227,336

406,054
44,998
108,869

3,210,821

101,000
6,322
50,110
154,535
311,967

1,408,660

88,516

1,169,017
2,978,160

7
227,157
3,046
2,451
232,661

3,210,821

$

December 31,
2007

94,486
47,598
12,571
15,149
32,708
202,512

1,806,720
234,603
9,044
101,447
2,354,326

6,289
20,368
78,902

105,559

863,174
81,120
1,066,143
2,115,996

7

232,928
3,156
2,239
238,330
2,354,326
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Buckeye GP Holdings L.P.

Condensed Consolidated Statements of Cash Flows

(In thousands)

(Unaudited)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Non-cash expense for unit-based compensation

Value of ESOP shares released

Depreciation and amortization

Non-controlling interest expense

Earnings from equity investments of Buckeye Partners, L.P.
Distributions from equity investments of Buckeye Partners, L.P.
Amortization of deferred financing fees and option grants
Change in assets and liabilities. net of amounts related to acquisitions:
Trade receivables

Construction and pipeline relocation receivables

Inventories

Prepaid and other current assets

Accounts payables

Accrued and other current liabilities

Other non-current assets

Other non-current liabilities

Total adjustments from operating activities

Net cash provided by continuing operations

Cash flows from investing activities:

Capital expenditures

Acquisitions and equity investments

Net expenditures for disposal of property, plant and equipment
Proceeds from sale of discontinued operations

Net cash used in investing activities

Cash flows from financing activities:

Debt issuance costs

Net proceeds from issuance of Buckeye Limited Partnership Units
Proceeds from exercise of Buckeye Partners, L.P. unit options
Distributions to non-controlling partners in Buckeye Partners, L.P.
Issuance of long-term debt and borrowings under credit facilities
Repayment of long-term debt

Settlement of hedge

Distributions to Limited Partners

Net cash provided by (used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents Beginning of year

Nine Months Ended
September 30,
2008

18,400 $

1,046
2,119
38,067
109,187
(5,802)
4,120
1,230

5,556
(4,537)
(8,288)

(37,104)
(1,356)
52,506

1,380

2,024

160,148

178,548

(67,890)
(660,252)
(513)
52,584
(676,071)

(1,886)
113,111
316
(118,093)
800,050
(253,699)
(9,638)
(25,327)
504,834

7,311
94,486

2007
15,148

1,468
3,436
30,119
91,557
(6,266)
5,717
341

5,208
1,831
408
3,174
(11,194)
(1,557)
1,625
(5,216)
120,671
135,819

(51,712)
(40,447)
(352)

92,511)

(178)
201,895
2,124

(93,823)
137,500

(256,435)

(20,234)
(29,151)

14,157
20,220
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Cash and cash equivalents End of period $ 101,797 $ 34,377

Non-cash investing and financing activities:

Capital additions accrued in property, plant and equipment $ 4,319 $

Equity gains on issuance of Buckeye Partners, L.P. units 212 542

Hedge accounting 504 (2,261)
Supplemental cash flow information:

Cash paid during the period for interest (net of amount capitalized) $ 54,090 $ 43,159

Capitalized interest 1,087 1,159

Cash paid during the period for income tax 868 920

See Notes to condensed consolidated financial statements.
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Buckeye GP Holdings L.P.
Condensed Consolidated Statement of Partners Capital

(In thousands)

(Unaudited)
Equity
Gains on
Issuance of
Buckeye
General Limited Partners, L.P.
Partner Partners Limited
Common Common Management Partnership
Units Units Units Units Total
Partners capital-January 1, 2008 $ 7 3 232,928 $ 3,156 $ 2,239 $ 238,330
Net income* 18,056 344 18,400
Distributions to Limited Partner - Common
Units (24,853) (474) (25,327)
Recognition of unit-based compensation
charges 1,026 20 1,046
Equity gains on issuance of Buckeye Partners,
L.P. Limited Partnership Units 212 212
Partners capital-September 30, 2008 $ 7 9 227,157 $ 3,046 $ 2,451 $ 232,661

* Comprehensive income equals net income.

See Notes to condensed consolidated financial statements.

10
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BUCKEYE GP HOLDINGS L.P.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1. BASIS OF PRESENTATION

Buckeye GP Holdings L.P. ( BGH ) is a publicly traded (NYSE: BGH) master limited partnership organized on June 15, 2006 under the laws of
the state of Delaware. BGH owns 100% of Buckeye GP LLC ( Buckeye GP ), which is the general partner of Buckeye Partners, L.P. ( Buckeye ).
Buckeye is also a publicly traded (NYSE: BPL) master limited partnership which was organized in 1986 under the laws of the state of Delaware.
BGH s limited partner units are owned approximately 62% by BGH GP Holdings, LLC ( BGH Holdings ), approximately 1% by certain members
of senior management and approximately 37% by the public. BGH Holdings is owned by affiliates of ArcLight Capital Partners, LLC

( ArcLight ), Kelso & Company ( Kelso ), Lehman Brothers Holdings Inc. ( Lehman Brothers ), and certain members of senior management of
Buckeye GP. MainLine Management LLC, a Delaware limited liability company ( MainLine Management ), is the general partner of BGH, and is
wholly owned by BGH Holdings.

BGH s only business is the ownership of Buckeye GP. Buckeye GP s only business is the management of Buckeye and its subsidiaries. At
September 30, 2008, Buckeye GP owned an approximately 0.5% general partner interest in Buckeye.

Buckeye, through its subsidiaries, owns and operates one of the largest independent refined petroleum products pipeline systems in the United
States in terms of volumes delivered, with approximately 5,400 miles of pipeline serving 17 states, and operates an approximate 2,200 miles of
pipeline under agreements with major oil and chemical companies. Buckeye also owns 64 active products terminals with aggregate storage
capacity of approximately 24.7 million barrels in 13 states.

On January 18, 2008, Buckeye acquired Lodi Gas Storage, L.L.C. ( Lodi Gas ). Lodi Gas owns and operates two natural gas storage facilities near
Lodi, California. Together, these facilities provide approximately 22 billion cubic feet ( bcf ) of gas capacity and are connected to Pacific Gas and
Electric s intrastate gas pipelines that service natural gas demand in the San Francisco and Sacramento areas (see Note 3 for a further discussion).

On February 8, 2008, Buckeye acquired Farm & Home Oil Company LLC ( Farm & Home ), a seller of refined petroleum products on a
wholesale basis, principally in eastern and central Pennsylvania. When Farm & Home was acquired, it also had retail operations, but Buckeye
sold those operations to a wholly owned subsidiary of Inergy, L.P. on April 15, 2008. The assets and liabilities and results of operations of
Farm & Home s retail operations were determined to be discontinued operations effective on the Farm & Home acquisition date of February 8,
2008 (see Note 3 for a further discussion). On July 31, 2008, Farm & Home was merged with and into its wholly owned subsidiary, Buckeye
Energy Services LLC ( BES ), with BES continuing as the surviving entity. This merger did not impact the operations of Buckeye.

With the acquisitions of Lodi Gas and Farm & Home, BGH determined that it had two additional reportable segments: Natural Gas Storage and
Energy Services. Effective in the first quarter of 2008, BGH conducts business in five reportable operating segments: Pipeline Operations;
Terminalling and Storage; Natural Gas Storage; Energy Services; and Other Operations. See Note 16 for a more detailed discussion of BGH s

11
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operating segments.

Buckeye Pipe Line Services Company ( Services Company ) was formed in 1996 in connection with the establishment of the Buckeye Pipe Line
Services Company Employee Stock Ownership Plan (the ESOP ). At September 30, 2008, Services Company owned approximately 4.4% of the
publicly traded limited partnership units of Buckeye (the LP Units ). Services Company employs approximately 1,000 people who provide
services to the operating subsidiaries through which Buckeye conducts its operations. Approximately 15 employees are employed directly by

Lodi Gas and approximately 20 employees are employed by Buckeye Albany Terminal LLC (see Note 3 for a further discussion). Pursuant to a
services agreement entered into in December, 2004 (the Services Agreement ), the operating subsidiaries reimburse Services Company for the
costs of the services provided to the operating subsidiaries by Services Company. Pursuant to the Services Agreement and an Executive
Employment Agreement, executive compensation costs and related benefits paid to Buckeye GP s four highest salaried officers are not
reimbursed by Buckeye or its operating subsidiaries but are reimbursed to Services Company by BGH. Buckeye and its operating subsidiaries
have agreed to pay for all

12
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executive compensation and benefits earned by Buckeye GP s four highest salaried officers after January 1, 2009 in return for an annual fixed
payment from BGH.

In June 2005, the Emerging Issues Task Force (the EITF ) of the Financial Accounting Standards Board ( FASB ) issued EITF Consensus 04-05
which requires general partners of a limited partnership to consolidate the limited partnership if the general partner is deemed to control the

limited partnership. Using criteria established in EITF Consensus 04-05, BGH has determined that consolidation of Buckeye into BGH s

financial statements is appropriate.

BGH has determined that Services Company is a variable interest entity under the provisions of FASB Interpretation No. 46R  Consolidation of
Variable Interest Entities ( FIN No. 46R ). Using criteria established in FIN No. 46R, BGH has determined that Buckeye GP is the primary
beneficiary of Services Company, although 100% of the equity interest of Services Company is owned by the ESOP. Accordingly, as required
by FIN No. 46R, Services Company has been consolidated in the financial statements of BGH.

BGH s condensed consolidated balance sheet includes a non-controlling interest liability that reflects the portion of Buckeye owned by its
partners other than BGH and Services Company. Similarly, BGH s condensed consolidated income statements include non-controlling interest
expense that reflects the portion of the earnings due to Buckeye s partners other than BGH and Services Company.

Pursuant to the rules and regulations of the Securities and Exchange Commission, the condensed consolidated financial statements do not
include all of the information and notes normally included with financial statements prepared in accordance with accounting principles generally
accepted in the United States of America. These condensed consolidated financial statements should be read in conjunction with the
consolidated financial statements of BGH and the notes thereto for the year ended December 31, 2007 contained in BGH s Annual Report on
Form 10-K as filed with the Securities and Exchange Commission on March 14, 2008.

In the opinion of management, the condensed consolidated financial statements of BGH, which are unaudited except that the balance sheet as of
December 31, 2007 is derived from audited financial statements, include all adjustments necessary to present fairly BGH s financial position as
of September 30, 2008, along with the results of operations for the three and nine months ended September 30, 2008 and 2007 and cash flows
for the nine months ended September 30, 2008 and 2007. The results of operations for the three and nine months ended September 30, 2008 are
not necessarily indicative of the results to be expected for the full year ending December 31, 2008.

Due to the acquisition of Farm & Home in 2008 and its related product sales and cost of product sales, certain amounts from 2007 for product
sales and cost of product sales have been reclassified in the condensed consolidated statements of income to conform to the current-year
presentation. In addition, at September 30, 2008, BGH reclassified $36.4 million to customer relationships, which had previously been classified
as goodwill in connection with the acquisition of Farm & Home. This reclassification resulted from the adjustment of the preliminary purchase
price allocation of Farm & Home as described in Note 3. In order to conform to the current presentation, BGH also reclassified $8.6 million and
$9.0 million to customer relationships at September 30, 2008 and December 31, 2007, respectively. The $8.6 million and $9.0 million had
previously been included in other noncurrent assets. See Note 6 for additional discussion.

2. CONTINGENCIES

13
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Claims and Proceedings

Buckeye and its subsidiaries in the ordinary course of business are involved in various claims and legal proceedings, some of which are covered
by insurance. Buckeye is generally unable to predict the timing or outcome of these claims and proceedings. Based upon its evaluation of
existing claims and proceedings and the probability of losses relating to such contingencies, Buckeye has accrued certain amounts relating to
such claims and proceedings, none of which are considered material.

In March 2007, Buckeye was named as a defendant in an action entitled Madigan v. Buckeye Partners, L.P. filed in the U.S. District Court for
the Central District of Illinois. The action was brought by the State of Illinois Attorney General

14
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acting on behalf of the Illinois Environmental Protection Agency. The complaint alleges that Buckeye violated various Illinois state
environmental laws in connection with a product release from Buckeye s terminal located in Harristown, Illinois on or about June 11, 2006 and
various other product releases from Buckeye s terminals and pipelines in the State of Illinois during the period of 2001 through 2006. The
complaint seeks to recover state oversight costs, damages, and civil penalties and seeks injunctive action requiring Buckeye to remediate the
environmental contamination resulting from the product releases. Buckeye believes it has meritorious defenses to the allegations set forth in the
complaint.

Environmental Contingencies

In accordance with its accounting policy, Buckeye recorded operating expenses of $1.9 million and $2.2 million for the three months ended
September 30, 2008 and 2007, respectively, and $6.5 million and $6.2 million for the nine months ended September 30, 2008 and 2007,
respectively, related to environmental contingencies unrelated to claims and proceedings.

Ammonia Contract Contingencies

On November 30, 2005, Buckeye Gulf Coast Pipe Lines, L.P. ( BGC ), a subsidiary of Buckeye, purchased an ammonia pipeline and other assets
from El Paso Merchant Energy-Petroleum Company ( EPME ), a subsidiary of El Paso Corporation ( El Paso ). As part of the transaction, BGC
assumed the obligations of EPME under several contracts involving monthly purchases and sales of ammonia. EPME and BGC agreed,

however, that EPME would retain the economic risks and benefits associated with those contracts until their expiration at the end of 2012. To
effectuate this agreement, BGC passes through to EPME both the cost of purchasing ammonia under a supply contract and the proceeds from
selling ammonia under three sales contracts. For each monthly period since the closing of the pipeline acquisition, the pricing terms of the
ammonia contracts have resulted in ammonia costs exceeding ammonia sales proceeds. The amount of the shortfall generally increases as the
market price of ammonia increases.

EPME has informed BGC that, notwithstanding the parties agreement, it will not continue to pay BGC for shortfalls created by the pass-through
of ammonia costs in excess of ammonia revenues. EPME encouraged BGC to seek payment by invoking the $40.0 million guaranty made by El
Paso which guaranteed EPME s obligations to BGC. If EPME fails to reimburse BGC for these shortfalls for a significant period during the
remainder of the term of the ammonia agreements, then such unreimbursed shortfalls could exceed the $40.0 million cap on El Paso s guaranty.
To the extent the unreimbursed shortfalls significantly exceed the $40.0 million cap, the resulting costs incurred by BGC could adversely affect
Buckeye s financial position, results of operations, and cash flows. Given the uncertainty of future ammonia prices and EPME s future actions,
Buckeye is unable to estimate the amount of any such losses. Accordingly, Buckeye has recorded no provision for losses in the accompanying
condensed consolidated financial statements because, using the criteria of Statement of Financial Accounting Standards ( SFAS ) No. 5

Accounting for Contingencies, it is unable to determine whether or not a loss has been incurred or, if a loss has been incurred, a reasonable
estimate or range of estimates of the amount of such losses. Buckeye is currently assessing potential recourse against EPME and El Paso with
respect to this matter.

3. BUSINESS COMBINATIONS AND DISCONTINUED OPERATIONS

Lodi Gas

15



Edgar Filing: Buckeye GP Holdings L.P. - Form 10-Q

On January 18, 2008, Buckeye acquired all of the member interests in Lodi Gas from Lodi Holdings, L.L.C. The cost of Lodi Gas was
approximately $442.3 million in cash and consisted of the following (in thousands):

Contractual purchase price $ 440,000
Working capital adjustments and fees 2,306
Total purchase price $ 442,306

7
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Of the contractual purchase price, $428.0 million was paid at closing and an additional $12.0 million was paid on March 6, 2008 upon receipt of
approval from the California Public Utilities Commission for an expansion project known as Kirby Hills Phase II. Buckeye acquired Lodi Gas
because Buckeye s management believes Lodi Gas represents an attractive opportunity to expand and diversify Buckeye s operations into a new
geographic area and a new commodity type (natural gas), and will provide Buckeye a platform for growth in the natural gas storage industry.

Buckeye has determined that the acquisition represented a business combination under the provisions of SFAS No. 141, Business Combinations
( SFAS No. 141 ). The application of SFAS No. 141 requires that the total purchase price be allocated to the fair value of the assets acquired and
the liabilities assumed based on their fair values at the acquisition date, with amounts exceeding the fair values being recorded as goodwill. The
purchase price has been allocated, on a preliminary basis, to the tangible and intangible assets acquired, including goodwill, as follows (in
thousands):

January 18,
2008

Current assets $ 7,486
Property, plant and equipment 275,649
Goodwill 170,425
Current liabilities (9,604)
Other liabilities (1,650)

Allocated purchase price $ 442,306

Buckeye is in the process of finalizing the purchase price allocation based on the valuations of land lease agreements, potential asset retirement
obligations, and goodwill. Changes from the preliminary purchase price allocation could be material. As discussed above, the activities of Lodi
Gas are reported in a new operating segment called Natural Gas Storage.

Farm & Home

On February 8, 2008, Buckeye acquired all of the member interests of Farm & Home for approximately $146.1 million. On April 15, 2008,
Buckeye completed the sale of the retail operations of Farm & Home to a wholly owned subsidiary of Inergy, L.P. for approximately $52.6
million. The retail assets sold consisted primarily of property, plant, and equipment as well as inventory and receivables. Buckeye recorded no
gain or loss on the sale of Farm & Home s retail operations. The retail operations of Farm & Home were not an integral part of Buckeye s core
operations and strategy, and the related retail assets and liabilities were determined to be discontinued operations on the date of Buckeye s
acquisition of Farm & Home because Buckeye decided to dispose of them as of that date. Revenues from discontinued operations for the period
February 8, 2008 to April 15, 2008 were approximately $19.0 million.

Buckeye acquired Farm & Home because Buckeye s management believes that the wholesale distribution operations of Farm & Home represent
an attractive opportunity to further Buckeye s strategy of improving overall profitability by increasing the utilization of Buckeye s existing
pipeline and terminal system infrastructure by marketing refined petroleum products in areas served by that infrastructure. Buckeye has
determined that the acquisition represented a business combination under the provisions of SFAS No. 141. The application of SFAS No. 141
requires that the total purchase price be allocated to the fair value of the assets acquired and the liabilities assumed based on their fair values at
the acquisition date, with amounts exceeding the fair values being recorded as goodwill. The purchase price has been allocated, on a preliminary
basis, to the tangible and intangible assets acquired, including goodwill, as follows (in thousands):

17
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February 8,
2008

Cash $ 2,816
Trade receivables 67,340
Inventory 93,332
Prepaid and other current assets 6,166
Property, plant and equipment 33,880
Goodwill 1,026
Customer relationships 38,300
Other non-current assets 1,844
Assets held for sale, net of liability of $0.7 million 51,645
Debt (100,000)
Accounts payable (31,097)
Accrued expenses (19,127)

Allocated purchase price $ 146,125

Buckeye is in the process of finalizing the purchase price allocation and may adjust the preliminary amounts shown above for customer contracts
and property, plant and equipment. Changes from the preliminary purchase price allocation could be material. As discussed above, the
operations of Farm & Home that were retained by Buckeye are reported in a new operating segment called Energy Services. On July 31, 2008,
Farm & Home was merged with and into its wholly owned subsidiary, BES.
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Proforma Unaudited Financial Results

The following unaudited summarized pro forma consolidated income statement information for the three months ended September 30, 2007 and
the nine months ended September 30, 2008 and 2007 assumes that the acquisitions of Lodi Gas and Farm & Home had occurred as of the
beginning of the periods presented. The pro forma presentation below assumes that equity offerings by Buckeye that were used in part to fund
the acquisition of Lodi Gas occurred effective January 1, 2007. In the 2008 pro forma presentation, approximately $2.6 million of
disposition-related expenses incurred by Lodi Gas in the period from January 1, 2008 to January 17, 2008 (prior to Buckeye s ownership) have
been excluded because these expenses were a nonrecurring item. For Farm & Home, the results of the retail operations have been excluded from
both periods presented. These pro forma unaudited financial results were prepared for comparative purposes only and are not indicative of actual
results that would have occurred if Buckeye had completed these acquisitions as of the beginning of the periods presented or the results that will
be attained in the future (in thousands, except per unit amounts):

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2008 2007
Revenues:
As reported $ 125,653 $ 1,368,994 $ 375,548
Pro forma adjustments 239,768 174,724 814,171
Pro forma revenue $ 365,421 $ 1,543,718 $ 1,189,719

Net Income:
As reported $ 5,078 $ 18,400 $ 15,148
Pro forma adjustments 1,172 (310) 3,203

Pro forma net income $ 6,250 $ 18,090 $ 18,351
Pro forma net income per common unit:
Basic $ 022 $ 0.64 $ 0.65
Diluted $ 022 $ 0.64 $ 0.65
Pro forma weighted average number of units outstanding:
Basic 28,300 28,300 28,089
Diluted 28,300 28,300 28,300

Other Acquisitions

On February 19, 2008, Buckeye acquired a refined petroleum products terminal in Niles, Michigan and a 50% ownership interest in a refined
petroleum products terminal in Ferrysburg, Michigan from an affiliate of ExxonMobil Corporation for approximately $13.9 million. Buckeye
determined that the acquisition of the Niles, Michigan terminal and the 50% interest in the Ferrysburg, Michigan terminal should be accounted
for as acquisitions of assets rather than an acquisition of a business as defined in SFAS No. 141. The operations of the Niles, Michigan and
Ferrysburg, Michigan terminals are reported in the Terminalling and Storage segment. Accordingly, Buckeye has allocated, on a preliminary
basis, the purchase price of the acquisition to the various tangible assets acquired, principally property, plant and equipment.

Effective May 1, 2008, Buckeye purchased the remaining 50% member interest in WesPac Pipe Lines - San Diego LLC from Kealine LLC not
already owned by Buckeye for $9.3 million. The operations of WesPac Pipe Lines San
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Diego LLC are reported in the Pipeline Operations segment. The purchase price was allocated principally to property, plant and equipment.

On June 20, 2008, Buckeye acquired a refined petroleum products terminal in Wethersfield, Connecticut from Hess Corporation for
approximately $5.5 million. Buckeye determined that the acquisition of the Wethersfield, Connecticut terminal should be accounted for as an
acquisition of assets rather than an acquisition of a business as defined in SFAS No. 141. The operations of this terminal are reported in the
Terminalling and Storage segment. The purchase price was allocated principally to property, plant and equipment.

On August 28, 2008, Buckeye invested another $2.8 million in West Texas LPG Pipeline Limited Partnership.

On August 28, 2008, Buckeye completed the purchase of an ethanol and petroleum products terminal in Albany, New York from LogiBio

Albany Terminal, LLC (the  Albany Terminal ). The purchase price for the terminal was $46.5 million, with an additional $1.5 million payable if
the terminal operations meet certain performance goals over the next three years. The Albany Terminal has an active storage capacity of 1.8

million barrels. Buckeye acquired the Albany Terminal because Buckeye believes that the Albany Terminal s operations represent an attractive
opportunity to increase Buckeye s participation in the ethanol services market in the northeast United States. Buckeye has determined that the
acquisition of the Albany Terminal represented a business combination under the provisions of SFAS No. 141 and that the results of operations

of the Albany Terminal are immaterial with respect to a pro forma presentation. The Albany Terminal operations are reported in the

Terminalling and Storage segment. Buckeye is in the process of allocating the purchase price of the acquisition to the various tangible and
intangible assets acquired which are expected to be principally property, plant and equipment and customer contracts. Changes to the

preliminary purchase price allocation could be material.

4. PREPAIDS AND OTHER CURRENT ASSETS

Prepaids and other current assets consist of the following:

September 30, December 31,
2008 2007
(In thousands)

Prepaid insurance $ 1,302 $ 7,456
Insurance receivables 6,844 7,707
Ammonia receivable 7,285 7,505
Derivative asset 32,672
Margin deposits 11,579
Other 17,148 10,040

Total $ 76,830 $ 32,708
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5. INVENTORIES

The major components of inventories consist of the following:

September 30, December 31,
2008 2007
(In thousands)
Refined products $ 103,864 $ 333
Materials and supplies 14,583 14,816
Total $ 118,447 $ 15,149

Approximately 90% of the refined petroleum product inventories are hedged (see Note 9) and are valued at market with the change in value of

those inventories reflected in the statements of income. Materials and supplies consists of pipes, valves, pumps, electronic components, drag
reducing agent and other miscellaneous items that are carried at the lower of cost or market based on the first-in, first-out method.

6. CUSTOMER INTANGIBLE ASSETS

Customer intangible assets include customer relationships and contracts. These intangible assets have definite lives and are being amortized on a
straight-line basis over their estimated useful lives ranging from 12 to 25 years. The increase in the carrying amount of customer relationships in

2008 resulted from the acquisition of Farm & Home (see Note 3 for a further discussion). Customer intangibles, net consist of the following:

September 30, December 31,
2008 2007
(In thousands)

Customer relationships $ 38,300 $
Accumulated amortization (1,920)
Net carrying amount 36,380
Customer contracts 11,800 11,800
Accumulated amortization (3,182) (2,756)
Net carrying amount 8,618 9,044
Total customer intangibles, net $ 44,998 $ 9,044
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7. ACCRUED AND OTHER CURRENT LIABILITIES

Accrued and other current liabilities consist of the following:

Taxes - other than income $
Accrued employee benefit liability
Environmental liabilities
Interest
Retainage
Payable for ammonia purchase
Unearned revenue
Compensation and vacation
Hedge liability
Accrued capital expenditures
Customer deposits
Other
Total $

8. DEBT AND CREDIT FACILITIES

Long - term debt consists of the following:

BGH:
Revolving Line of Credit
Services Company:
3.60% ESOP Notes due March 28, 2011
Retirement premium
Buckeye:
4.625% Notes due July 15, 2013*
6.750% Notes due August 15, 2033*
5.300% Notes due October 15, 2014*
5.125% Notes due July 1, 2017*
6.050% Notes due January 15, 2018*
Borrowings under Revolving Credit Facility
Total

Other, including unamortized discounts and fair
value hedges (1)

Subtotal
Less: current maturities

September 30,

December 31,
2007
(In thousands)
14,739 $ 8,026
2,183 2,183
9,059 8,023
16,869 16,485
1,229 1,572
25,448 6,988
12,349 1,439
12,098 11,939
20,707 7,187
7,264 2,945
10,000
22,590 12,115
154,535 $ 78,902
September 30, December 31,
2008 2007
(In thousands)
$
16,029 20,804
(441) (518)
300,000 300,000
150,000 150,000
275,000 275,000
125,000 125,000
300,000
252,000
1,417,588 870,286
(2,606) (823)
1,414,982 869,463
(6,322) (6,289)
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Total long-term debt $ 1,408,660 $ 863,174

*Buckeye makes semi-annual interest payments on these notes with the principal balances outstanding to be paid on or before the due dates as
shown above.

(1) The September 30, 2008 and December 31, 2007 amounts include $1.1 million and $1.3 million, respectively, related to an adjustment to fair
value associated with a hedge of fair value and ($3.7) million and ($2.1) million, respectively, in unamortized discounts.
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The fair value of debt was estimated to be $1,293.0 million at September 30, 2008 and $848.8 million at December 31, 2007. The value of the
consolidated debt was calculated using interest rates currently available to BGH, Buckeye, and Services Company for the issuance of debt with
similar terms and remaining maturities and approximate market values on the respective dates.

BGH

BGH is party to a five-year, $10.0 million unsecured revolving credit facility with SunTrust Bank, as both administrative agent and lender (the
BGH Credit Agreement ). The credit facility may be used for working capital and other partnership purposes. BGH has pledged all of the limited

liability company interests in Buckeye GP as security for its obligations under the BGH Credit Agreement. Borrowings under the BGH Credit
Agreement bear interest under one of two rate options, selected by BGH, equal to either (i) the greater of (a) the federal funds rate plus 0.5% and
(b) SunTrust Bank s prime commercial lending rate; or (ii) the London Interbank Official Rate ( LIBOR ), plus a margin which can range from
0.40% to 1.40%, based on the ratings assigned by Standard & Poor s Rating Services and Moody s Investor Services to the senior unsecured
non-credit enhanced long-term debt of BGH. BGH did not have amounts outstanding under the BGH Credit Agreement at September 30, 2008

or December 31, 2007.

The BGH Credit Agreement requires BGH to maintain leverage and funded debt coverage ratios. The leverage ratio covenant requires BGH to
maintain, as of the last day of each fiscal quarter, a ratio of the total funded indebtedness of BGH and its Restricted Subsidiaries (as defined
below), measured as of the last day of each fiscal quarter, to the aggregate dividends and distributions received by BGH and its Restricted
Subsidiaries from Buckeye, plus all other cash received by BGH and the Restricted Subsidiaries, measured for the preceding twelve months, less
expenses, of not more than 2.50 to 1.00. The BGH Credit Agreement defines Restricted Subsidiaries as certain of BGH s wholly owned
subsidiaries. The funded debt coverage ratio covenant requires BGH to maintain, as of the last day of each fiscal quarter, a ratio of total
consolidated funded debt of BGH and all of its subsidiaries to the consolidated EBITDA, as defined in the BGH Credit Agreement, of BGH and
all of its subsidiaries, measured for the preceding twelve months, of not more than 5.25 to 1.00, subject to a provision for increases to 5.75 to
1.00 in connection with future acquisitions. At September 30, 2008, BGH s funded debt coverage ratio was 4.91 to 1.00.

The BGH Credit Agreement contains other covenants that prohibit BGH from taking certain actions, including but not limited to, declaring
dividends or distributions if any default or event of default has occurred or would result from such a declaration and limiting BGH s ability to
incur additional indebtedness, creating negative pledges and granting certain liens, making certain loans, acquisitions, and investments, making
material changes to the nature of BGH and its Restricted Subsidiaries business, and entering into a merger, consolidation, or sale of assets. At
September 30, 2008, BGH was not aware of any instances of noncompliance with the covenants under the BGH Credit Agreement.

Services Company

Services Company had total debt outstanding of $15.6 million and $20.3 million at September 30, 2008 and December 31, 2007, respectively,
consisting of 3.60% Senior Secured Notes (the 