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Attention: David S. Matheson
1120 N.W. Couch Street, Tenth Floor

Portland, OR 97209-4128
(503) 727-2048

Approximate date of commencement of proposed sale to the public:  From time to time after this registration
statement becomes effective, as determined by market conditions.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box.  o

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box.  þ

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.  o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  o

If this Form is a registration statement pursuant to General Instruction I.C. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box.  þ

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.C. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box.  o

CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed Maximum
Amount to be Offering Price Per Aggregate Offering Amount of

Title of Each Class of Securities to be Registered Registered(1) Unit(2) Price Registration Fee
Secondary Offering Common Units, representing
limited partner interests(2) 1,052,749 $35.26 $37,119,929.74(2) $2,646.65

(1) Pursuant to Rule 416(a), the number of common units being registered shall be adjusted to include any additional
units that may become issuable as a result of any unit distribution, split, combination or similar transaction.

(2) Estimated solely for the purpose of calculating the registration fee in accordance with Rule 457(c) under the
Securities Act of 1933, as amended. The price per unit and aggregate offering price are based on the average of
the high and low prices of the registrant�s common units on November 22, 2010 as reported on the New York
Stock Exchange.
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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.
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PROSPECTUS

Teekay LNG Partners L.P.

1,052,749 Common Units

This prospectus relates solely to the offer or resale of up to 1,052,749 of our common units, which represent limited
partnership interests in Teekay LNG Partners L.P., by the selling securityholder identified in this prospectus. These
common units were issued pursuant to a share purchase agreement dated November 4, 2010 among us, one of our
subsidiaries and the selling securityholder in a transaction exempt from the registration requirements of the
U.S. Securities Act of 1933. We will not receive any of the proceeds from the sale of these common units by the
selling securityholder.

The selling securityholder named in this prospectus, or its donees, pledgees, transferees or other successors-in-interest,
may offer or resell the common units from time to time through public or private transactions at prevailing market
prices, at prices related to prevailing market prices or at privately negotiated prices. The selling securityholder may
resell the common units to or through underwriters, broker-dealers or agents, who may receive compensation in the
form of discounts, concessions or commissions. For additional information on the methods of sale that may be used by
the selling securityholder, please read �Plan of Distribution.�

Our common units trade on the New York Stock Exchange under the symbol �TGP.�

Limited partnerships are inherently different than corporations. You should carefully consider each of the
factors described under �Risk Factors� beginning on page 6 of this prospectus before you make an investment in
our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

November 24, 2010
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You should rely only on the information contained in this prospectus, any prospectus supplement and the documents
incorporated by reference in this prospectus. We have not authorized anyone else to give you different information. If
anyone provides you with different or inconsistent information, you should not rely on it. This prospectus is not an
offer to sell these securities in any jurisdiction where the offer or sale is not permitted. You should not assume that the
information in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front
of those documents. We will disclose material changes in our affairs in an amendment to this prospectus, a prospectus
supplement or a future filing with the U.S. Securities and Exchange Commission (or SEC) incorporated by reference
in this prospectus.

ii
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ABOUT THIS PROSPECTUS

This prospectus is part of an �automatic shelf� registration statement that we filed with the SEC as a �well-known
seasoned issuer� as defined in Rule 405 under the U.S. Securities Act of 1933, as amended, using a shelf registration
process. The selling securityholder referred to in the prospectus may offer and resell from time to time up to 1,052,749
of our common units. You should read this prospectus together with additional information described below under the
headings �Where You Can Find More Information� and �Documents Incorporated by Reference.�

This prospectus does not cover the issuance of any of our common units by us to the selling securityholder, and we
will not receive any of the proceeds from any sale of common units by the selling securityholder. Except for
underwriting discounts and selling commissions, if any, transfer taxes, if any, and the fees and expenses of its own
counsel, which are to be paid by the selling securityholder, we have agreed to pay the expenses incurred in connection
with the registration of the common units owned by the selling securityholder covered by this prospectus.

Unless otherwise indicated, the term �selling securityholder� as used in this prospectus means the selling securityholder
identified in this prospectus and its donees, pledgees, transferees and other successors-in-interest. Unless otherwise
indicated, references in this prospectus to �Teekay LNG Partners,� �we,� �us� and �our� and similar terms refer to Teekay
LNG Partners L.P. and/or one or more of its subsidiaries, except that those terms, when used in this prospectus in
connection with the common units described herein, shall mean Teekay LNG Partners L.P. References in this
prospectus to �Teekay Corporation� refer to Teekay Corporation and/or any one or more of its subsidiaries.

Unless otherwise indicated, all references in this prospectus to �dollars� and �$� are to, and amounts are presented in,
U.S. Dollars, and financial information presented in this prospectus is prepared in accordance with accounting
principles generally accepted in the United States (or GAAP).

The information in this prospectus is accurate as of its date. You should read carefully this prospectus, any prospectus
supplement, and the additional information described below under the heading �Where You Can Find More
Information� and �Incorporation of Documents by Reference.�

1
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TEEKAY LNG PARTNERS L.P.

Teekay LNG Partners L.P. is an international provider of marine transportation services for liquefied natural gas (or
LNG), liquefied petroleum gas (or LPG) and crude oil. We were formed in 2004 by Teekay Corporation (NYSE: TK),
the world�s largest owner and operator of medium sized crude oil tankers, to expand its operations in the LNG shipping
sector. Our primary growth strategy focuses on expanding our fleet of LNG and LPG carriers under long-term,
fixed-rate time charters. We intend to continue our practice of acquiring LNG and LPG carriers as needed for
approved projects only after the long-term charters for the projects have been awarded to us, rather than ordering
vessels on a speculative basis. In executing our growth strategy, we may engage in vessel or business acquisitions or
enter into joint ventures and partnerships with companies that may provide increased access to emerging opportunities
from global expansion of the LNG and LPG sectors. We seek to leverage the expertise, relationships and reputation of
Teekay Corporation and its affiliates to pursue these opportunities in the LNG and LPG sectors and may consider
other opportunities to which our competitive strengths are well suited. Teekay Corporation owns and controls our
general partner and owns a substantial limited partner interest in us. As of the date of this prospectus, our fleet
includes LNG and LPG carriers and Suezmax-class crude oil tankers, all of which are double-hulled and generally
operate under long-term, fixed rate time charters with major energy and utility companies. We view our Suezmax
tanker fleet primarily as a source of stable cash flow.

Our operations are conducted through, and our operating assets are owned by, our subsidiaries. We own our interests
in our subsidiaries through our 100% ownership interest in our operating company, Teekay LNG Operating L.L.C., a
Marshall Islands limited liability company. Our general partner, Teekay GP L.L.C., a Marshall Islands limited liability
company, has an economic interest in us and manages our operations and activities. Our general partner does not
receive any management fee or other compensation in connection with its management of our business, but it is
entitled to be reimbursed for all direct and indirect expenses incurred on our behalf.

We are incorporated under the laws of the Republic of The Marshall Islands as Teekay LNG Partners L.P. and
maintain our principal executive headquarters at 4th Floor, Belvedere Building, 69 Pitts Bay Road, Hamilton, HM 08,
Bermuda. Our telephone number at such address is (441) 298-2530. Our website is www.teekaylng.com. The
information on our website is not part of this prospectus.

2
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WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registration statement on Form F-3 regarding the securities covered by this prospectus.
This prospectus does not contain all of the information found in the registration statement. For further information
regarding us and the securities offered in this prospectus, you may wish to review the full registration statement,
including its exhibits. In addition, we file annual, quarterly and other reports with and furnish information to the SEC.
You may inspect and copy any document we file with or furnish to the SEC at the public reference facilities
maintained by the SEC at 100 F Street, NE, Washington, D.C. 20549. Copies of this material can also be obtained
upon written request from the Public Reference Section of the SEC at that address, at prescribed rates, or from the
SEC�s web site on the Internet at www.sec.gov free of charge. Please call the SEC at 1-800-SEC-0330 for further
information on public reference rooms. You can also obtain information about us at the offices of the New York Stock
Exchange, Inc., 20 Broad Street, New York, New York 10005.

As a foreign private issuer, we are exempt under the U.S. Securities Exchange Act of 1934 (or the Exchange Act)
from, among other things, certain rules prescribing the furnishing and content of proxy statements, and our executive
officers, directors and principal unitholders are exempt from the reporting and short-swing profit recovery provisions
contained in Section 16 of the Exchange Act. In addition, we are not required under the Exchange Act to file periodic
reports and financial statements with the SEC as frequently or as promptly as U.S. companies whose securities are
registered under the Exchange Act, including the filing of quarterly reports or current reports on Form 8-K. However,
we intend to make available quarterly reports containing our unaudited interim financial information for the first three
fiscal quarters of each fiscal year.

INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to �incorporate by reference� into this prospectus information that we file with the SEC. This means
that we can disclose important information to you without actually including the specific information in this
prospectus by referring you to other documents filed separately with the SEC. The information incorporated by
reference is an important part of this prospectus. Information that we later provide to the SEC, and which is deemed to
be �filed� with the SEC, automatically will update information previously filed with the SEC, and may replace
information in this prospectus.

We incorporate by reference into this prospectus the documents listed below:

� our Annual Report on Form 20-F for the year ended December 31, 2009;

� all subsequent Annual Reports on Form 20-F filed prior to the termination of this offering by the selling
securityholder;

� our Reports on Form 6-K furnished to the SEC on March 19, 2010, June 1, 2010 and September 1, 2010
respectively;

� all subsequent Reports on Form 6-K furnished prior to the termination of this offering by the selling
securityholder, that we identify in such Reports as being incorporated by reference into the registration
statement of which this prospectus is a part; and

� the description of our common units contained in our Registration Statement on Form 8-A/A filed on
September 29, 2006, including any subsequent amendments or reports filed for the purpose of updating such
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These reports contain important information about us, our financial condition and our results of operations.
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You may obtain any of the documents incorporated by reference in this prospectus from the SEC through its public
reference facilities or its website at the addresses provided above. You also may request a copy of any document
incorporated by reference in this prospectus (excluding any exhibits to those documents, unless the exhibit is
specifically incorporated by reference in this document), at no cost, by visiting our Internet website at
www.teekaylng.com, or by writing or calling us at the following address:

Teekay LNG Partners L.P.
4th Floor, Belvedere Building,

69 Pitts Bay Road,
Hamilton, HM 08, Bermuda

Attention: Corporate Secretary
(441) 298-2530

You should rely only on the information incorporated by reference or provided in this prospectus or any prospectus
supplement. We have not authorized anyone else to provide you with any information. You should not assume that the
information incorporated by reference or provided in this prospectus or any prospectus supplement is accurate as of
any date other than the date on the front of each document.

4
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FORWARD-LOOKING STATEMENTS

All statements, other than statements of historical fact, included in or incorporated by reference into this prospectus
and any prospectus supplements are forward-looking statements. In addition, we and our representatives may from
time to time make other oral or written statements that are also forward-looking statements. Such statements include,
in particular, statements about our plans, strategies, business prospects, changes and trends in our business, and the
markets in which we operate. In some cases, you can identify the forward-looking statements by the use of words such
as �may,� �will,� �could,� �should,� �would,� �expect,� �plan,� �anticipate,� �intend,� �forecast,� �believe,� �estimate,� �predict,� �propose,�
�potential,� �continue� or the negative of these terms or other comparable terminology.

These and other forward-looking statements are subject to risks, uncertainties and assumptions, including those risks
discussed in �Risk Factors� below and those risks discussed in other reports we file with the SEC and that are
incorporated in this prospectus by reference, including, without limitation, our Annual Report on Form 20-F for the
year ended December 31, 2009. The risks, uncertainties and assumptions involve known and unknown risks and are
inherently subject to significant uncertainties and contingencies, many of which are beyond our control.

Forward-looking statements are made based upon management�s current plans, expectations, estimates, assumptions
and beliefs concerning future events affecting us and, therefore, involve a number of risks and uncertainties, including
those risks discussed in �Risk Factors.� We caution that forward-looking statements are not guarantees and that actual
results could differ materially from those expressed or implied in the forward-looking statements.

We undertake no obligation to update any forward-looking statement to reflect events or circumstances after the date
on which such statement is made or to reflect the occurrence of unanticipated events. New factors emerge from time to
time, and it is not possible for us to predict all of these factors. Further, we cannot assess the effect of each such factor
on our business or the extent to which any factor, or combination of factors, may cause actual results to be materially
different from those contained in any forward-looking statement.

5
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RISK FACTORS

Before investing in our common units, you should carefully consider all of the information included or incorporated
by reference into this prospectus. Although many of our business risks are comparable to those of a corporation
engaged in a similar business, limited partner interests are inherently different from the capital stock of a
corporation. When evaluating an investment in our common units, you should carefully consider the discussion of risk
factors in our Annual Report on Form 20-F and our Reports on Form 6-K filed on June 1, 2010 and September 1,
2010, which are incorporated by reference into this prospectus. If any of these risks or other risks incorporated by
reference into this prospectus were to occur, our business, financial condition or operating results could be materially
adversely affected. In that case, our ability to pay distributions on our common units may be reduced, the trading
price of our common units could decline, and you could lose all or part of your investment. In addition we are subject
to the following risks and uncertainties.

Risks Inherent in an Investment in Us

Our partnership agreement limits our general partner�s fiduciary duties to our unitholders and restricts the
remedies available to unitholders for actions taken by our general partner.

Our partnership agreement contains provisions that reduce the standards to which our general partner would otherwise
be held by Marshall Islands law. For example, our partnership agreement:

� permits our general partner to make a number of decisions in its individual capacity, as opposed to in its
capacity as our general partner. Where our partnership agreement permits, our general partner may consider
only the interests and factors that it desires, and in such cases it has no duty or obligation to give any
consideration to any interest of, or factors affecting us, our affiliates or any limited partner;

� provides that our general partner is entitled to make other decisions in �good faith� if it reasonably believes that
the decision is in our best interests;

� generally provides that affiliated transactions and resolutions of conflicts of interest not approved by the
conflicts committee of the board of directors of our general partner and not involving a vote of unitholders
must be on terms no less favorable to us than those generally being provided to or available from unrelated
third parties or be �fair and reasonable� to us and that, in determining whether a transaction or resolution is �fair
and reasonable,� our general partner may consider the totality of the relationships between the parties involved,
including other transactions that may be particularly advantageous or beneficial to us; and

� provides that our general partner and its officers and directors will not be liable for monetary damages to us,
our limited partners or assignees for any acts or omissions unless there has been a final and non-appealable
judgment entered by a court of competent jurisdiction determining that the general partner or those other
persons acted in bad faith or engaged in fraud, willful misconduct or gross negligence.

In order to become a limited partner of our partnership, a common unitholder is required to agree to be bound by the
provisions in the partnership agreement, including the provisions discussed above.

Fees and cost reimbursements, which our general partner determines for services provided to us and certain of our
subsidiaries, are substantial and reduce our cash available to make required payments on our debt securities and
for distribution to our common unitholders.
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Prior to making any distribution on the common units, we pay fees for services provided to us and certain of our
subsidiaries by certain subsidiaries of Teekay Corporation, and we reimburse our general partner for all expenses it
incurs on our behalf. These fees are negotiated on our behalf by our general partner, and our general partner also
determines the amounts it is reimbursed. These fees and expenses include all costs incurred in providing certain
advisory, ship management, technical and administrative services to us and certain of our subsidiaries. In addition, our
general partner and its affiliates may provide us with other services for which the general partner or its affiliates may
charge us fees, and we may pay
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Teekay Corporation �incentive fees� pursuant to the omnibus agreement with it to reward and motivate Teekay
Corporation for pursuing LNG or LPG projects that we may elect to undertake. The payment of fees to Teekay
Corporation and its subsidiaries and reimbursement of expenses to our general partner could adversely affect our
ability to make required payments on our debt securities and to pay cash distributions to our common unitholders.

Even if unitholders are dissatisfied, they cannot remove our general partner without its consent.

Unlike the holders of common stock in a corporation, unitholders have only limited voting rights on matters affecting
our business and, therefore, limited ability to influence management�s decisions regarding our business. Unitholders
did not elect our general partner or its board of directors and will have no right to elect our general partner or its board
of directors on an annual or other continuing basis. The board of directors of our general partner is chosen by Teekay
Corporation. In addition, if the unitholders are dissatisfied with the performance of our general partner, they will have
little ability to remove our general partner. As a result of these limitations, the price at which the common units will
trade could be diminished because of the absence or reduction of a takeover premium in the trading price.

The vote of the holders of at least 662/3% of all outstanding units voting together as a single class is required to
remove the general partner. As of the date of this prospectus, Teekay Corporation owned a sufficient number of units
to prevent the removal of the general partner.

In addition, unitholders� voting rights are further restricted by the partnership agreement provision providing that any
units held by a person that owns 20% or more of any class of units then outstanding, other than the general partner, its
affiliates, their transferees, and persons who acquired such units with the prior approval of the board of directors of the
general partner, cannot vote on any matter. Our partnership agreement also contains provisions limiting the ability of
unitholders to call meetings or to acquire information about our operations, as well as other provisions limiting the
unitholders� ability to influence the manner or direction of management.

The control of our general partner may be transferred to a third party without unitholder consent.

Our general partner may transfer its general partner interest to a third party in a merger or in a sale of all or
substantially all of its assets without the consent of the unitholders. In addition, our partnership agreement does not
restrict the ability of the members of our general partner from transferring their respective membership interests in our
general partner to a third party. In the event of any such transfer, the new members of our general partner would be in
a position to replace the board of directors and officers of our general partner with their own choices and to control the
decisions taken by the board of directors and officers.

In establishing cash reserves, our general partner may reduce the amount of cash available for distribution to the
common unitholders.

Our partnership agreement requires our general partner to deduct from operating surplus cash reserves that it
determines are necessary to fund our future operating expenditures. These reserves affect the amount of cash available
for distribution to our common unitholders. The partnership agreement requires our general partner each quarter to
deduct from operating surplus estimated maintenance capital expenditures, as opposed to actual expenditures, which
could reduce the amount of available cash for distribution to the common unitholders.

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

Our partnership agreement allows us to make working capital borrowings to pay distributions. Accordingly, we can
make distributions on all our units even though cash generated by our operations may not be sufficient to pay such
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distributions. We are required to reduce all working capital borrowings for this purpose under our revolving credit
agreement to zero for a period of at least 15 consecutive days once each 12-month period. Any working capital
borrowings by us to make distributions may reduce the amount of working capital borrowings we can make for
operating our business.

7

Edgar Filing: Teekay LNG Partners L.P. - Form F-3ASR

Table of Contents 18



Table of Contents

Unitholders may have liability to repay distributions.

Under some circumstances, unitholders may have to repay amounts wrongfully distributed to them. Under the
Marshall Islands Limited Partnership Act (or Marshall Islands Act), we may not make a distribution to our unitholders
if the distribution would cause our liabilities to exceed the fair value of our assets. Marshall Islands law provides that
for a period of three years from the date of the impermissible distribution limited partners who received the
distribution and who knew at the time of the distribution that it violated Marshall Islands law will be liable to the
limited partnership for the distribution amount. Assignees of partnership interests who become limited partners are
liable for the obligations of the assignor to make contributions to the partnership that are known to the assignee at the
time it became a limited partner and for unknown obligations if the liabilities could be determined from the
partnership agreement. Liabilities to partners on account of their partnership interest and liabilities that are
non-recourse to the partnership are not counted for purposes of determining whether a distribution is permitted.

We have been organized as a limited partnership under the laws of the Republic of The Marshall Islands, which
does not have a well-developed body of partnership law.

Our partnership affairs are governed by our partnership agreement and by the Marshall Islands Act. The provisions of
the Marshall Islands Act resemble provisions of the limited partnership laws of a number of states in the United
States, most notably Delaware. The Marshall Islands Act also provides that it is to be interpreted according to the
non-statutory law of the State of Delaware. There have been, however, few, if any, court cases in the Marshall Islands
interpreting the Marshall Islands Act, in contrast to Delaware, which has a fairly well-developed body of case law
interpreting its limited partnership statute. Accordingly, we cannot predict whether Marshall Islands courts would
reach the same conclusions as the courts in Delaware. For example, the rights of our unitholders and the fiduciary
responsibilities of our general partner under Marshall Islands law are not as clearly established as under judicial
precedent in existence in Delaware. As a result, unitholders may have more difficulty in protecting their interests in
the face of actions by our general partner and its officers and directors than would unitholders of a limited partnership
formed in the United States.

Because we are organized under the laws of the Marshall Islands, it may be difficult to serve us with legal process
or enforce judgments against us and certain of our directors or our management.

We are organized under the laws of the Marshall Islands, and all of our assets are located outside of the United States.
Our business is operated primarily from our offices in Bermuda and Spain. In addition, our general partner is a
Marshall Islands limited liability company and many of its directors and officers are non-residents of the United
States, and all or a substantial portion of the assets of these non-residents are located outside the United States. As a
result, it may be difficult or impossible for you to bring an action against us or against these individuals in the United
States if you believe that your rights have been infringed under securities laws or otherwise. Even if you are
successful in bringing an action of this kind, the laws of the Marshall Islands and of other jurisdictions may prevent or
restrict you from enforcing a judgment against our assets or the assets of our general partner or its directors and
officers.

Risks Relating to the Common Units

We may issue additional common units without the approval of the common unitholders, which would dilute their
ownership interests.

Our general partner, without the approval of our unitholders, may cause us to issue an unlimited number of additional
units or other equity securities of equal or senior rank. The issuance by us of additional common units or other equity
securities will have the following effects:
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� our unitholders� proportionate ownership interest in us will decrease;

� the amount of cash available for distribution on each unit may decrease;

� the relative voting strength of each previously outstanding unit may be diminished;
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� the market price of the common units may decline; and

� the ratio of taxable income to distributions may increase.

Our general partner has a call right that may require common unitholders to sell their common units at an
undesirable time or price.

If at any time our general partner and its affiliates own more than 80% of the common units, our general partner will
have the right, but not the obligation (which it may assign to any of its affiliates or to us), to acquire all, but not less
than all, of the common units held by unaffiliated persons at a price not less than their then-current market price. As a
result, common unitholders may be required to sell their common units at an undesirable time or price and may not
receive any return on their investment. Common unitholders may also incur a tax liability upon a sale of their units.

As of the date of this prospectus, Teekay Corporation owned approximately 46% of our common units. Teekay
Corporation may acquire additional common units if it receives common units in satisfaction of obligations owed to it
by us, including under any vessel purchase transactions between Teekay Corporation and us. Accordingly, our general
partner and its affiliates at some point may own a sufficient percentage of our common units to enable our general
partner to exercise its call right.

Our partnership agreement restricts the voting rights of unitholders owning 20% or more of our common units.

Our partnership agreement restricts unitholders� voting rights by providing that any units held by a person that owns
20% or more of any class of units then outstanding, other than our general partner, its affiliates, their transferees and
persons who acquired such units with the prior approval of the board of directors of our general partner, cannot vote
on any matter. The partnership agreement also contains provisions limiting the ability of unitholders to call meetings
or to acquire information about our operations, as well as other provisions limiting the unitholders� ability to influence
the manner or direction of management.

Common unitholders may not have limited liability if a court finds that unitholder action constitutes control of our
business.

As a limited partner in a partnership organized under the laws of the Marshall Islands, common unitholders could be
held liable for our obligations to the same extent as a general partner if they participate in the �control� of our business.
Our general partner generally has unlimited liability for the obligations of the partnership, such as its debts and
environmental liabilities, except for those contractual obligations of the partnership that are expressly made without
recourse to our general partner. In addition, the Marshall Islands Act provides that, under some circumstances, a
unitholder may be liable to us for the amount of a distribution for a period of three years from the date of the
distribution. In addition, the limitations on the liability of holders of limited partner interests for the obligations of a
limited partnership have not been clearly established in some jurisdictions in which we do business.

Tax Risks

In addition to the following risk factors, you should read �Material U.S. Federal Income Tax Considerations� for a more
complete discussion of expected material U.S. federal income tax considerations of owning and disposing of our
securities.

You may be required to pay U.S. taxes on your share of our income even if you do not receive any cash
distributions from us.
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Assuming that you are a U.S. citizen, resident or other U.S. taxpayer, you will be required to pay U.S. federal income
taxes and, in some cases, U.S. state and local income taxes on your share of our taxable income, whether or not you
receive cash distributions from us. You may not receive cash
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distributions from us equal to your share of our taxable income or even equal to the actual tax liability that results
from your share of our taxable income.

Because distributions may reduce a common unitholder�s tax basis in our common units, common unitholders
may realize greater gain on the disposition of their units than they otherwise may expect, and common unitholders
may have a tax gain even if the price they receive is less than their original cost.

If common unitholders sell their common units, they will recognize gain or loss for U.S. federal income tax purposes
that is equal to the difference between the amount realized and their tax basis in those common units. Prior
distributions in excess of the total net taxable income allocated decrease a common unitholder�s tax basis and will, in
effect, become taxable income if common units are sold at a price greater than their tax basis, even if the price
received is less than the original cost. Assuming we are not treated as a corporation for U.S. federal income tax
purposes, a substantial portion of the amount realized on a sale of units, whether or not representing gain, may be
ordinary income.

The recent decision of the United States Court of Appeals for the Fifth Circuit in Tidewater Inc. v. United States
creates some uncertainty as to whether we will be classified as a partnership for U.S. federal income tax purposes.

In order for us to be classified as a partnership for U.S. federal income tax purposes, more than 90% of our gross
income each year must be �qualifying income� under Section 7704 of the U.S. Internal Revenue Code of 1986, as
amended (the Code). For this purpose, �qualifying income� includes income from providing marine transportation
services to customers with respect to crude oil, natural gas and certain products thereof but may not include rental
income from leasing vessels to customers.

The decision of the United States Court of Appeals for the Fifth Circuit in Tidewater Inc. v. United States, 565 F.3d
299 (5th Cir. 2009) held that income derived from certain time chartering activities should be treated as rental income
rather than services income for purposes of a foreign sales corporation provision of the Code. However, the Internal
Revenue Service (or IRS) stated in an Action on Decision (AOD 2010-001) that it disagrees with, and will not
acquiesce to, the way that the rental versus services framework was applied to the facts in the Tidewater decision, and
in its discussion stated that the time charters at issue in Tidewater would be treated as producing services income for
purposes of the passive foreign investment company provisions of the Code. The IRS�s statement with respect to
Tidewater cannot be relied upon or otherwise cited as precedent by taxpayers. Consequently, in the absence of any
binding legal authority specifically relating to the statutory provisions governing �qualifying income� under
Section 7704 of the Code, there can be no assurance that the IRS or a court would not follow the Tidewater decision in
interpreting the �qualifying income� provisions under Section 7704 of the Code. Nevertheless, our counsel, Perkins Coie
LLP, is of the opinion that our time charter income should be �qualifying income� within the meaning of
Section 7704(d) of the Code. No assurance can be given, however, that the opinion of Perkins Coie LLP would be
sustained by a court if contested by the IRS. Please read �Material U.S. Federal Income Tax Considerations �
Classification as a Partnership.�

The after-tax benefit of an investment in the common units may be reduced if we cease to be treated as a
partnership for U.S. federal income tax purposes.

The anticipated after-tax benefit of an investment in the common units may be reduced if we cease to be treated as a
partnership for U.S. federal income tax purposes. If we cease to be treated as a partnership for U.S. federal income tax
purposes, we would be treated as becoming a corporation for such purposes, and common unitholders could suffer
material adverse tax or economic consequences, including the following:

� 
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The ratio of taxable income to distributions with respect to common units would increase because items would
not be allocated to account for any differences between the fair market value and the basis of our assets at the
time our common units are issued.

� Common unitholders may recognize income or gain on any change in our status from a partnership to a
corporation that occurs while they hold units.
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� We would not be permitted to adjust the tax basis of a secondary market purchaser in our assets under
Section 743(b) of the Code. As a result, a person who purchases common units from a common unitholder in
the secondary market after this offering may realize materially more taxable income each year with respect to
the units. This could reduce the value of the common unitholder�s common units.

� Common unitholders would not be entitled to claim any credit against their U.S. federal income tax liability for
non-U.S. income tax liabilities incurred by us.

� If we fail to qualify for an exemption from U.S. tax on the U.S. source portion of our income attributable to
transportation that begins or ends (but not both) in the United States, we will be subject to U.S. tax on such
income on a gross basis (that is, without any allowance for deductions) at a rate of 4%. The imposition of this
tax would have a negative effect on our business and would result in decreased cash available for distribution
to common unitholders.

� We also may be considered a passive foreign investment company (or PFIC) for U.S. federal income tax
purposes. U.S. shareholders of a PFIC are subject to an adverse U.S. federal income tax regime with respect to
the income derived by the PFIC, the distributions they receive from the PFIC, and the gain, if any, they derive
from the sale or other disposition of their interests in the PFIC.

Please read �Material U.S. Federal Income Tax Considerations � Possible Classification as a Corporation.�.

U.S. tax-exempt entities and non-U.S. persons face unique U.S. tax issues from owning common units that may
result in adverse U.S. tax consequences to them.

Investments in common units by U.S. tax-exempt entities, including individual retirement accounts (known as IRAs),
other retirements plans and non-U.S. persons raise issues unique to them. Assuming we are classified as a partnership
for U.S. federal income tax purposes, virtually all of our income allocated to organizations exempt from U.S. federal
income tax will be unrelated business taxable income and generally will be subject to U.S. federal income tax. In
addition, non-U.S. persons may be subject to a 4% U.S. federal income tax on the U.S. source portion of our gross
income attributable to transportation that begins or ends (but not both) in the United States, or distributions to them
may be reduced on account of withholding of U.S. federal income tax by us in the event we are treated as having a
fixed place of business in the United States or otherwise earn U.S. effectively connected income, unless an exemption
applies and they file U.S. federal income tax returns to claim such exemption.

The sale or exchange of 50% or more of our capital or profits interests in any 12-month period will result in the
termination of our partnership for U.S. federal income tax purposes.

We will be considered to have been terminated for U.S. federal income tax purposes if there is a sale or exchange of
50% or more of the total interests in our capital or profits within any 12-month period. Our termination would, among
other things, result in the closing of our taxable year for all unitholders and could result in a deferral of depreciation
deductions allowable in computing our taxable income. Please read �Material U.S. Federal Income Tax Considerations �
Disposition of Common Units � Constructive Termination.�

Common unitholders may be subject to income tax in one or more non-U.S. countries, including Canada, as a
result of owning our common units if, under the laws of any such country, we are considered to be carrying on
business there. Such laws may require common unitholders to file a tax return with, and pay taxes to, those
countries. Any foreign taxes imposed on us or any of our subsidiaries will reduce our cash available for
distribution to common unitholders.
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minimizes foreign income taxes imposed upon us and our subsidiaries or which may be imposed upon you as a result
of owning our common units. However, there is a risk that common
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unitholders will be subject to tax in one or more countries, including Canada, as a result of owning our common units
if, under the laws of any such country, we are considered to be carrying on business there. If common unitholders are
subject to tax in any such country, common unitholders may be required to file a tax return with, and pay taxes to, that
country based on their allocable share of our income. We may be required to reduce distributions to common
unitholders on account of any withholding obligations imposed upon us by that country in respect of such allocation to
common unitholders. The United States may not allow a tax credit for any foreign income taxes that common
unitholders directly or indirectly incur. Any foreign taxes imposed on us or any of our subsidiaries will reduce our
cash available for common unitholders.

Teekay Corporation owns less than 50% of our outstanding equity interests, which could cause certain of our
subsidiaries and us to be subject to additional tax.

Certain of our subsidiaries are classified as corporations for U.S. federal income tax purposes. As such, these
subsidiaries will be subject to U.S. federal income tax on the U.S. source portion of our income attributable to
transportation that begins or ends (but not both) in the United States if they fail to qualify for an exemption from
U.S. federal income tax (the Section 883 Exemption). Teekay Corporation indirectly owns less than 50% of certain of
our subsidiaries� and our outstanding equity interests. Consequently, we expect these subsidiaries would fail to qualify
for the Section 883 Exemption in 2010 and subsequent tax years. Any resulting imposition of U.S. federal income
taxes will result in decreased cash available for distribution to common unitholders.

In addition, if we cease to be treated as a partnership for U.S. federal income tax purposes, we expect that we also
would fail to qualify for the Section 883 Exemption in 2010 and subsequent tax years and that any resulting
imposition of U.S. federal income taxes would result in decreased cash available for distribution to common
unitholders. Please read �Material U.S. Federal Income Tax Considerations � Possible Classification as a Corporation �
The Section 883 Exemption� and �Material U.S. Federal Income Tax Considerations � Taxation of Our Subsidiary
Corporations.�

The IRS may challenge the manner in which we value our assets in determining the amount of income, gain, loss
and deduction allocable to the unitholders, which could adversely affect the value of the common units.

A unitholder�s taxable income or loss with respect to a common unit each year will depend upon a number of factors,
including the nature and fair market value of our assets at the time the holder acquired the common unit, whether we
issue additional units or whether we engage in certain other transactions, and the manner in which our items of
income, gain, loss and deduction are allocated among our partners. For this purpose, we determine the value of our
assets and the relative amounts of our items of income, gain, loss and deduction allocable to our unitholders and our
general partner as holder of the incentive distribution rights by reference to the value of our interests, including the
incentive distribution rights. The IRS may challenge any valuation determinations that we make, particularly as to the
incentive distribution rights, for which there is no public market. In addition, the IRS could challenge certain other
aspects of the manner in which we determine the relative allocations made to our unitholders and to the general
partner as holder of our incentive distribution rights.

A successful IRS challenge to our valuation or allocation methods could increase the amount of net taxable income
and gain realized by a unitholder with respect to a common unit. Any such IRS challenge, whether or not successful,
could adversely affect the value of our common units.
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